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The "joint committee on Ways and Means, to whom was

ferred the message from the Governor relative to theI

sit of funds in the custody of the Treasurer and Reefi
General, submit the accompanying steving statement

th

he message of His Excellency cor
nees of the Treasury Department states tl

funds are loaned to hanks and hanking houses which
pay the State only from two per cent to 2VS> per cent

This statement is misleading or incorrect
Treasurer does not and could not. under the law, loan any

State’s funds to hanks and banking houses. Tl
posit in 146 banks and trust companies su

1. State i

the law, in such national 1
rterly by the Gmpames as are apj

Council. The national hanks are organized under national

St

State supervision, while a 1
•poration, doing Jarj:
neither by the natio Sti

>r

hr
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The active banks, where we are drawing checks coutinu-

dly, pay 2 per cent on daily balances and furnish us with
heck books, while the inactive banks have money on deposit
übject to check at any time and pay 2Uo. per cent interest.
It is not pertinent to compare Massachusetts with Ohio

vhere conditions are very different and where interest rates
are higher than in Massachusetts. The active banks loan
money to the State at a very low rate. On the date on which
this message was written the State borrowed $1,000,000 for
the Metropolitan District payable November 15, at 2% per
cent, per annum. The State finances and pays the bills of
the Metropolitan District and our system in general is such
that it requires a good deal of money. The management of
no two states is the same in every respect and in order to
reach any basis of rates, we must consider Massachusetts con-
ditions, not those of Ohio or anywhere else.

The City of Boston receives exactly the same rates as does
the State on its deposits and. so far as we are able to learn,
all the large corporations receive 2 per cent, on bank bal-
ances in their active accounts. The Treasurer of the Com-
monwealth is obliged to keep the money received from bond
sales, etc., where it can be readily obtained for the payment
of bills, as fast as the work is completed. We do, however,
invest a good deal of this money (at times $500,000 and
more) in bonds paying from 3% to 4 per cent., later trans-
ferrins: these bonds into our sinking funds.

Money in the Treasury like the dividends from insolvent
corporations, escheated estates and unclaimed savings bank
deposits, amounting at the present time to $378,000, which
are very rarely drawn upon, are invested in gilt edge munici-
pal and state bonds drawing interest at 314 to I per cent.,

and the earnings credited to the revenue. All bond pur-
chases are submitted to the Governor and Council and ap-
proved by them in writing. Yet the message is entirely silent
concerning the higher interest rates received on these funds.

The first consideration with the State is safety, second.
it is necessary, where we are daily making deposits and draw-
ing out money for cash disbursements, to have our active
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banks in Boston. It is the policy of the Treasurer’s depart-
ment, however, with its inactive accounts to place the money
in banks throughout the Commonwealth, not believing it fair
or right to deposit all the State’s funds in Boston banks.

Under the law, the Treasurer can only deposit money in
any bank to an amount equal to forty per cent, of its paid
up capital; therefore, to award money to banks bidding the
highest would create great confusion, as we would be obliged
to fill those bidding the highest rate first, then down the list
as the bids ran. While the Ohio law which the Governor
mentions was passed this year, the Treasurer of that State
last year asked for bids for bank deposits and inaugurated
that system. His annual report shows that, at the close
of the last fiscal year, the State’s money was deposited in
upwards of 70 banks with greatly varying rates of interest,
the highest rate being for two small deposits 4.10 per cent,
and from that down to per cent. Thus, the State’s
money, while in some banks was drawing 4.10 per cent., in
others it was drawing 2.50; 2.55 ; 3.15 ; 3.25 ; 3.45 and so on.

The State of Vermont in 1908 passed a law requiring all
banks having deposits to furnish the State with a corporate
indemnity bond. This has resulted in reducing the rates of
interest received as only one bank, and that a Yew York
City bank, would pay the same rate as formerly and
furnish the State with a bond. One bank in Boston holding
Vermont funds furnished the bond and reduced the inter-
est rate one-half of one per cent., while the three banks in
Montpelier, Vt., -which have State funds, pay 2 per cent, on
balances, and the State pays the premium on the bond.

An Act of Congress passed June 27th, 1910 provides that
“ deposits in postal savings banks may be deposited in banks
and trust companies under national supervision and shall
draw interest at not less than 2*4 per cent; ” and the trus-
tees in charge have fixed the rate to be paid by these banks
for postal savings deposits of per cent, which shall be
uniform throughout the United States.

The Treasurer of the Commonwealth keeps in constant
touch with the money market. With the low rates which
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have prevailed during the last few years and considering
the amount of cash reserve that the banks are obliged, undei
the law, to carry, 2Vo per cent has been all that could b(
obtained for deposits subject to check.

For the committee,

JAMES W. BEAM

House of Representatives, Julv 18 (p.m.), 1911
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JAMES W. KIMBALL, Clerk.


