
HOUSE.... No. 130.

House of Representatives, March 13,1868

The Committee on Finance, to ■whom was referred so much
of the Governor’s Address as relates to the finances of the
Commonwealth, present the accompanying Report and Bill.

With a view to presenting in a succinct manner the financial
condition of the Commonwealth, and of the several classes of
obligations and of security affecting it, the Committee submit
the following statement, showing the indebtedness of the Com-
monwealth, the several funds by which the payment of its debt
is secured, with such recommendations as will, in their judg-
ment, improve the condition of the treasury and relieve the
people from the burden of taxes.

THE DEBT.

The debt of Massachusetts is of four classes, viz : The rail-
road debt, the ante-war debt, the war debt, and the temporary
debt.

On the first of January, 1868, the amount of these several
classes of debt was as follows:

Railroad Debt, $0,751,196 00
Ante-War Debt, 1,310,000 00
War Debt, ' 10,573,244 00
Temporary Debt, 1,909,120 12

$20,573,560 12

Commcmwcnltl) of ittaesacljitsctts.
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Deduct cash in treasury, . $1,749,418 78
Less requisitions

unpaid, . . $44,834 05
Less appropria-

tions yet to be
drawn, say, . 544,584 73

599,418 78
51,150,000 00

$25,423,560 12

Of the temporary debt, ($1,909,120.12,) the sum of $868,-
230.87 is due the present year, and the residue, $1,040,889.25,
in the early part of 1869. By the plan which the Committee
are about to present, all of this debt will be paid as it matures.

All of the debt, except that described as temporary, is funded,
and scrip or certificates of debt issued therefor.

The following table shows the amount of the funded debt
maturing in each year, and the account or class to which it
belongs:—

Date of maturity. On what account. Amount.

1868. April 1. Western Railroad, (£135,000,) $653,400 00
NorthamptonLunatic Hospital, 150,000 00

June 1. Funding Public Debt, (1861,) 90,000 00
July 1. Eastern Railroad, . . . 75,000 00
Oct. 1. Western Railroad, (£337,500,) 1,633,500 00

52,601,900 00
1869. July 1. Eastern Railroad, . . . $75,000 00

Oct. 1. Western Railroad, (£90,000,) 435,600 00
510,600 00

1870. Jan. 1. General Statutes, . . . $150,000 00
April 1. Western Railroad, (£180,000,) 871,200 00
June 1. Funding Public Debt, (1861,) 110,000 00
July 1. Eastern Railroad, . . . 75,000 00

1,206,200 00
1871. April 1. Western Railroad, (£157,400,) $761,816 00

July 1. Eastern Railroad, . . . 50,000 00
Union Fund, ....200,000 00

Sept. 1. War Loan, (5-20 bonds, option
to redeem accrues,) . . 3,505,000 00

4,516,816 00
1872. May 1. State Almshouses, . . . $lOO,OOO 00

June 1. Funding Public Debt, (1861,) 100,000 00
July 1. Union Fund, ....350,000 00

550,000 00
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1873. April 1. State Almshouses, . , . $60,000 00
July 1. Union Fund, ....300,000 00
Oct. 1. Enlargement of State House, . 65,000 00

5425,000 00
1874. April 1. State Almshouses, . . . $50,000 00

July 1. Taunton Lunatic Hospital, . 94,000 00
Union Fund, ....300,000 00

Oct. 1. Enlargement State House, . 100,000 00
544,000 00

1875. July 1. Union Fund, .... . . 420,000 00
1876. “

. . 1,430,000 00
1877. June 1. Northampton Lunatic Hospital, $50,000 00

July 1. Norwich and Worcester R. E., 400,000 00
Union Fund, ....400,000 00

850,000 00
1878. July 1. “ “ 200,000 00
1882. May 1. Back Bay Lands, ... . . 220,000 00
1883. July 1. Coast Defences, ... . . 888,000 00
1888. Oct. 1. Troy and Greenfield Railroad, . . 108,900 00
1889. “ “

’

“ “ (£29,300,) . 141,812 00
1890. April 1. Southern Vermont “

. . . 200,000 00
Oct. 1. Troy and Greenfield “ (£62,700,) . 303,468 00

1891. April 1. “ “ “
. . . 216,500 00

1893. Oct. 1. “ “ “ 750,000 00
1894. May 1. Bounty Fund, .... . . 4,579,500 00

“ “ sterling, (£826,600,) . 4,000,744 00

$24,663,440 00

In the above table, the pound sterling is estimated at $4.84.

I. The Railroad Debt is composed of four items, viz.:—
1. The Western Railroad Debt, . . . $4,355,516 00
2. Eastern “ “ 275,000 00
3. Norwich and Worcester R. R. Debt, . 400,000 00
4. Troy and Greenfield and Southern Ver-

mont Railroad Debt, . . . 1,720,680 00*

$6,751,196 00

(1.) The Western Railroad Debt , or $4,355,516,
matures as follows: In the current year, $2,286,900 ;in 1869,
$435,600 ; in 1870, $871,200 ; and “in 1871, $761,816. The

* Exclusive of the amount not yet funded, $2,965,951.68.,
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Commonwealth is protected by a sinking fund, amounting,
January 1, 1868, to $2,966,999,49. It also holds a mortgage
on the road. The amount -which matures the present year,
having to be paid in gold, will exhaust the sinking fund, and it
will remain for the corporation to provide the means for pay-
ment of the future instalments. The interest on the debt,
which is at the rate of five per cent., is paid by the corporation
in gold.

(2.) The Eastern Railroad Debt, $275,000, bears five per
cent, interest, and matures as follows: July 1,1868, $75,000 ;

July 1, 1869, $75,000 ; July 1, 1870, $75,000 ; and July 1,
1871, $50,000. The only security held by the Commonwealth
is a mortgage on the road. A serious difference has arisen
between the Commonwealtji and the managers of this railroad,
as to the,payment of interest and of the principal of said debt.
The Commonwealth pays in coin, in accordance with an honest
obligation never departed from, and with the provisions of
chapter 82 of the Acts of 1862. The Eastern Railroad Corpor-
ation has always refused to pay otherwise than in legal tender
currency. The State has, therefore, lost, and will continue to-
lose, the coin premium which may be paid upon the interest
and maturing principal of the debt. The amount thus lost has
hitherto been $177,996.87 : and with gold at 140,a further loss
of $32,750 will be incurred the present year. The future
losses will depend on the premium which shall exist on coin.
The legal aspect of this question is fully explained in a report
of the Finance Committee of last year (House Document, No.
22, 1867.)

(3.) The Norwich and Worcester Railroad Debt, $400,000,
bears six per cent, interest, and matures July 1, 1877. It is
secured by a sinking fund which amounted January 1, 1868, to
$221,668, and by a mortgage on the road. This corporation,
like the Eastern Railroad Company, refuses to pay the interest
on its debt otherwise than in legal tender currency, while the
Commonwealth pays it in coin ; but the burden has been less
than in the other case, as none of the principal of the debt has yet
matured, and it is to be hoped that before its maturity in 1877,
specie payments will have been resumed. The loss already sus-
tained in the payment of coin interest is $78,440, and with
gold at 140 a loss of $4,800 will be incurred in paying the
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next July instalment. This subject, as well as the legal obliga-
tions of the corporation, is discussed in a report of the Finance
Committee of last year, (House Document No. 39, 1867.)

(4.) The Troy and Greenfield Railroad
,

and Southern Ver-
mont Railroad

,
and Hoosac Tunnel Debt bears live per cent,

interest, and amounts to $1,720,680, of which $200,000 was
issued for the purchase of the Southern Vermont Railroad,
under authority of section 8 of chapter 202 of the Acts of 1860.*
Besides this debt, however, the Commonwealth has made
advances, including interest paid on the scrip and on such
advances, to the amount of $2,965,951.78. Provision for fund-
ing this amount has already been made under a bill for that
purpose, reported by the Committee on the 25th of February
last, (House Document, No. 104,) which has since become a
law. As is stated in the report accompanying that bill, the
sinking fund created for the redemption of the existing debt
amounts to only $93,454.48, and has received no accessions
except by the accumulation of its interest, since the State took
possession of the road. The entire property stands pledged to
its redemption, and if the present and future loans are favor-
ably negotiated, the premium realized on the scrip issued will
go far towards creating a sinking fund for its redemption, and
the future resources of the completed line will, in the judgment
of its friends, amply provide fbr any deficiencies in such a fund.

11. The Ante-War Debt is composed as follows:

1. For State Almshouse, .....$210,000 00
2. Enlargement of State House, . . . 165,000 00
3. Lunatic Hospital at Taunton, etc., . . 94,000 00
4- “ “ at Northampton, . . 200,000 00
5. Consolidation of Statutes, . . . 150,000 00
6. Funding the Public Debt, . . . 300,000 00
7. Back Bay Lands, 220,000 00

$1,339,000 00

(1.) The Stale Almshouse Debt was created under authority
of Acts of 1852, chapter 275, 1853, chapter 252, and 1854,

*This debt matures as follows: in 1888, .$108,900; in 1889, $141,812; in 1890,
$503,468; in 1891, $216,500; and in 1893, $750,000.
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chapter 355. It amounts to $210,000, and is payable as follows :

in 1872, $lOO,OOO, in 1873, $60,000, and in 1874, $50,000, all
at five per cent. Its redemption is secured by a sinking fund,
which amounted January 1,1868, to $121,241.04. It is believed
that this fund, with its accumulations, and the additions
annually made to it from receipts from alien passengers, (last
year amounting to $6,000,) will nearly or quite meet the debt
at maturity, although a coin premium on the instalments
may have to be paid out of the treasury.

(2.) The Debt for Enlargement of the State House was
created under authority of Acts of 1853, chapter 191, and 1854,
chapter 452. It amounts to $165,000, bears five per cent,
interest, and is payable as follows: in 1873, $65,000, and
in 1874, $lOO,OOO. Its redemption is charged upon the
Debt Extinguishment Fund, created by authority of chapter 197
of the Acts of 1857, which is more than sufficient to meet this,
and the other debts to the redemption of which it is pledged, as
will bo shown in a subsequent part of this Report.

(3.) The Debt for the Lunatic Hospital at Taunton, and for
the purchase of land for the State Prison, was created by
authority of chapter 430 of the Acts of 1854. It amounts to

$94,000, bears five per cent, interest, and is payable July 1,
1874. This debt is also charged upon the Debt Extinguish-
ment Fund.

(4.) The Debt for the Lunatic Hospital at Northampton was
created by authority of chapters 282 and 283 of the Acts of
1857. It amounts to $250,000, and bears six per cent, inter-
est. Of this debt, which is also charged upon the Debt Extin-
guishment Fund, $150,000 matures and will be paid on the
first of April of the current year ; the balance, $50,000, matures
June 1, 1877.

(5.) The Debt for consolidating the General Statutes was
created under authority of chapter 293 of the Acts of 1859. It
amounts to $150,000, and is payable January 1,1870, and bears
five per cent, interest. No provision is now made for its redemp-
tion, but the Committee propose to charge it upon the Debt
Extinguishment Fund, as will be hereafter explained.

(6.) The Debt for Funding the Public Debt was created by
authority of chapter 198 of the Acts of 1861. It amounts to
$BOO,OOO, of which $53,000 bears interest at five per cent., and
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$3,600,000 00
888,000 00

3,505,000 00
8,580,244 00

$16,573,244 00

$247,000 at six per cent. Of this debt, $90,000 is payable
June 1, of the current year, $llO,OOO June 1, 1870, -and
$lOO,OOO June 1, 1872. No special provision is now made for
its redemption, but the Committee propose to charge it upon
the Debt Extinguishment Fund, which is adequate for the
purpose, as will be hereafter explained.

(7.) The Debt for Filling the Back Bay Lands was created
under authority of chapter 200 of the Acts of 1860 and chapter
15 of the Acts of 1862. It amounts to $220,000, is payable
May 1, 1882, and bears interest at five per cent. Its redemp-
tion is secured by a sinking fund now equal in amount to the
debt. Of this fund $199,500 is invested in the scrip of the
Commonwealth.

111. The War Debt is made up as follows:

1. The Union Fund Loan, ....$3,600,000 00
2. Coast Defence Loan, .... 888,000 00
3. War Loan, 3,505,000 00
4. Bounty Fund Loan, ....8,580,244 00

$16,573,244 00
(1.) The Union Fund Loan was created by authority of

chapters 216, 217, and 218 of the Acts of 1861, chapter 47 of the
Acts of 1862, and chapter 98 of the Acts of 1864. It amounts
to $3,600,000, payable as follows, (the last two instalments
bearing five per cent, interest, therest of the debt six per cent.)
In 1871 there is due $200,000, in 1872, '5350,000, in 1873,
$300,000, in 1874, $300,000, in 1875, $420,000, in 1876,
$1,430,000, in 1877, $400,000, and in 1878, $200,000. The
redemption of this debt is fully secured by the Union Loan
Sinking Fund, created by authority of chapter 209 of the Acts
of 1861, and chapter 80 of the Acts of 1862. This sinking fund
already considerably exceeds the amount of the debt charged
upon it, and the Committee recommend, in a subsequent part
of this Report, a transfer of the surplus to the Bounty Loan
Sinking Fund, for reasons which will be explained.

(2.) The Coast Defence Loan was created under authority
of chapter 118 of the Acts of 1863. It amounts to $BBB,OOO,
bearing five per cent, interest, and is due in 1883. Although
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the whole loan was negotiated, and the proceeds received into the
treasury, only $582,187.72 have been appropriated, and this is
inclusive of $50,000, proposed to be applied to the harbor
of Provincetown, and now before the House. The sum of
$805,812.28, therefore, remains not expended or appropriated.
Besides this amount, $165,836.58 was re-imbursed to the treas-
riry in 1866, by sale of ordnance, so that the treasury is fairly
chargeable with $471,648.86 as belonging to this fund. No
sinking fund is now pi’ovided for the redemption of this debt,
but the Committee propose to create one out' of the funds
applicable to the purpose, in the manner hereafter explained,
in reference to the sinking funds.

(3.) The Bounty Fund Loan was created by authority of
chapter 91 of the Acts of 1863, chapter 313 of the Acts of
1864, and chapter 32 of the Acts of 1865. It amounts to
$8,580,244, of which £826,600 is issued in sterling money
($4,000,744) and $4,579,500 in Federal currency. The whole
loan is payable in 1894, and bears five per cent interest.

A sinking fund was created for its redemption by the pro-
visions of the Act authorizing the loan, the .nature and amount
of which will be presently explained.

(4.) The War Loan was created under authority of chap-
ter 122 of the Acts of 1865. It amounts $3,505,000, and is
in the form of 6 per cent. 5-20 bonds, redeemable at the
option of the Commonwealth after September 1, 1871, and
payable September 1, 1886. This is the only funded debt of
the Commonwealth not payable in coin, its principal and inter-
est being, by statute, payable in lawful currency of the United
States.

A sinking fund for the redemption of this debt has been
established by authority of the Act under’which the debt was
created. Of the amount and nature of this fund, information
will be given in a subsequent part of this Report.

The Sinking Funds.
There are six sinking funds established for the redemption

of specific portions of the public debt, viz. ;

1. The Almshouse Loan Sinking Fund, . . $121,241 04
2. The Back Bay Lauds Fund,

. . . .
220,000 00
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2

8. The Debt Extinguishment Fund, . . . §780,092 68
4. The Union Loan Sinking Fund, . . . 3,897,058 02
5. The Bounty Loan Sinking Fund, . . . 836,995 11
6. The War Loan Sinking Fund, . . . 105,650 00

§5,911,031 85

These funds are the exclusive property of the Common-
wealth, and the list does not embrace the railroad sinking
funds, nor the various trust funds held by the Commonwealth
for specific purposes, but wliich have no connection with its
debt.

The amounts above set down are as the funds stand on the
books of the treasurer. Nearly all of them are of more
intrinsic value than is thus stated. With a view to covering
certain portions of the public debt, for the redemption of which
no specific provision is now made, and for the purpose of reliev-
ing the tax-payer from the burden of contributing to some of
the funds which are now sustained in part by taxation, the
Committee propose certain new arrangements of the sinking
funds, which they will now proceed to explain. The Alms-
house Loan Sinking Fund and the Back Bay Lands Fund are
not included in these arrangements ; and as to these,mo further
explanation is necessary, beyond what has been already given
in speaking of the debts which are charged upon those funds.

Before speaking of the other existing funds, however, the
Committee desire to recommend the creation of a new sinking
fund, to be called the Coast Defence Sinking Fund, for the
redemption of the.debt bearing that designation. That debt,
as has been stated, amounts to §BBB,OOO, and is payable in
1883. As has been also stated, the treasury is in possession of
the sum of §471,648.86, derived from the proceeds of this loan,
including the portion not hitherto appropriated, and the sum
re-imbursed by the sale of ordnance. Out of this sum, the
Committee propose to create a sinking fund of §866,000, an
amount which will be sufficient, if accumulated at six per
cent, per annum, to meet the debt at maturity. The balance
of the fund, §105,648.86, the Committee propose to transfer to
the Bounty Loan'Sinking Fund, which is one of the funds now
supported in part by taxation. It is reported to the Commit-
tee, that commissioners on the part of the United States have
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already audited and approved claims against the general gov-
ernment in favor of Massachusetts, to the amount of about
1234,000, which must, at no distant day, be paid. It is pro-
posed to transfer this sum, also, when received, to the Bounty
Loan Sinking Fund, making the sum so transferred from this
source, about $339,648.86.

The Debt Extinguishment Fund now amounts to $730,092.68,
as the figures stand on the treasurer’s books. But of this
amount $656,100 consists of Western Railroad stock at par.
The current market price of this stock is $l4B, so that the 6,561
shares belonging to this fund represent a value of $971,028,
which will be eventually realized in the sale of the stock to
meet the debts charged upon the fund. The total real value
of the fund is thus $1,025,020.68.

It is now charged with the redemption of three classes of
the funded debt, viz.: the State House Enlargement Debt,
$165,000; the debt for the Lunatic Hospital at Taunton,
$94,000 ; and that for the Lunatic Hospital at Northampton,
$200,000 ; in all, $459,000. The Committee propose, as has
been already stated, that two other debts now unprovided for
shall be charged upon it, viz.; the debt for Consolidating the
Statutes, $150,000; and that for Funding the Public Debt,
$300,000 ; these additions making the total charge upon the
fund $909,000. Of this amount, $150,000 of the Northampton
Hospital Debt matures on the first of April next, and $90,000
of the Funded Debt of 1861 on the first of June. Payment
of these amounts will reduce the debt to $669,000, and the
fund to $785,020.68. Though the debt is payable in coin, it
has been customary to pay the premium out of the treasury;
and provision for such payments will be made out of the income
of the Union Loan Sinking Fund, as hereafter proposed.
Though there is an apparent excess in the fund of $116,020.68,
inasmuch as it is chiefly invested in railroad stock, the value of
which may hereafter decline, the Committee do not advise any
immediate transfer of that excess, but recommend that the
dispostion of it be left subject to future contingencies. The
fund is not an accumulating fund, but the income derived from
the Western Railroad stock goes to the Bounty Loan Sinking
Fund, under the provisions of chapter 313 of the Acts of 1864,
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The Union Loan Sinking Fund amounted on the first of
January last to $3,226,543.35, of which $45,043.35 was on
hand in cash ; $739,000 was invested in United States regis-
tered bonds, and $2,442,500 in registered bonds of the Com-
monwealth, of various classes. These investments are required
by the provisions of the statute under which the fund was
created, chapter 80 of the Acts of 1862. Since the first of
January there has been received from the United States and
added to the fund, $670,509.67 in cash, making the total
amount at the date of this Eeport, $3,897,053.02, against a
debt of $3,600,000. It is anticipated that a further amount
of about $200,000 will be ultimately paid by the United States
to the Commonwealth for war claims not yet adjusted ; so that
the excess of this sinking fund will be nearly $500,000. The
Committee recommend that this excess, like that of the Coast
Defence Fund, be transferred to the Bounty Loan Sinking
Fund. Although there can be no doubt of the propriety of
such a transfer, which is in accordance with the suggestions of
the governor in his annual address, some question arose in the
minds of the Committee whether an obstacle might not exist
in the provisions of the statute creating the fund. The
language of the statute (1862, chapter 80, section 1,) is as
follows: “ all scrip, certificates of debt and money, received
under the provisions of said act respectively, shall be pledged
and held as a part of the sinking fund provided for in chapter
two hundred and nine of the acts of the year eighteen hundred
and sixty-one; and the principal of the same shall be applied
for the redemption and payment of the scrip or certificates of
debt issued under said last named act, in pursuance of which
the same was received.”

To resolve this doubt, the opinion of the attorney-general
was solicited upon certain questions submitted to him, and his
answer is appended to this Report. It is the opinion of that
officerThat a reasonable construction of the statutes will admit
of a diversion of the excess of the fund above the amount of
the debt charged upon it, while “ not only the letter but the
spirit of their provisions would be violated by a diversion of the
principal of the sinking fund, so as to reduce the amount
thereof below the amount of the Union Fund.”
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The income of this fund is not by law required to bo added
to the principal, and in view of the amount which it had
already reached, this income was last year paid into the treas-
ury. The Committee recommend that the same disposition be
made of it hereafter. A careful estimate of this income for
the current year, shows that with gold at 140 it will amount to
to $240,500. This income should be much more than adequate
to pay the coin premiums on all the maturing debts of the
Commonwealth, so long as such premiums continue to exist by
reason of the prolonged suspension of specie payments.

The Bounty Loan Sinking Fund now stands on the books of
the treasury at $836,995.11; but of this amount $270,100 is
in Western Railroad stock at par. That stock, as elsewhere
stated, is worth $l4B, and the 2,704 shares belonging to this
fund represent a value of $405,192, or $134,692 more than
they stand at on the books. Adding this sum to the fund,
together with the $105,648.86 of the Coast Defence Fund, and
the $297,053.02 of the Union Loan Sinking Fund, and the
Bounty Loan Fund is immediately raised to $1,374,388.79. If
the sum awarded for coast defences, $234,000, and the amount
of war claims unadjusted, $200,000, shall be paid by the
United States and added to this fund, its amount will then be
swelled to $1,808,888.79,—a sum which, compounded at six per
cent., will cover the Bounty Fund debt of $8,580,244 at its
maturity in 1894. Whenever such an amount shall have been
realized, taxation for increase of the fund will cease, under the
provisions of section 3 of chapter 313 of the Acts of 1864.
But there are other large resources belonging to the Bounty
Loan Sinking Fund, which are so certain to make it adequate
for the redemption of the debt charged upon it, that the Com-
mittee are of opinion that no further additions ought to be
made to said fund by taxation after the present year, and that
so much of section three of chapter 313 of the Acts of 1864
as imposes such a tax may, with propriety, be repealed. Those
resources are the dividends on 6,561 shares of Western Railroad
stock belonging to the Debt Extinguishment Fund, ■{which
will, however, be reduced as the fund is used to pay the
maturing debts charged in it,) and the receipts accruing from
the sale of Back Bay and other public lands. The auditor of
the Commonwealth, in his report for 1867, (page 25,) estimates
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the amount which will ultimately accrue to this fund from the
Back Bay lands alone, at 11,150,000.

The War Loan Sinking Fund , created under the provisions
of chapter 122 of the Acts of 1865, is at present raised wholly
by taxation. The amount so raised for this purpose in 1867
was $105,650, and the amount appropriated this year is
$175,650. As soon as the Bounty Loan Sinking Fund shall
have reached an amount which will cover the debt charged
upon it by mere accumulation, all its other sources of revenue
are to be passed over to the War Loan Sinking Fund, which,
under the provisions of chapter 122 of the Acts of 1865, is
made the residuary legatee of these revenues. It will then
accumulate so rapidly that taxation in support of it will not be
much longer necessary.

In the arrangement of the funds thus proposed, the Com-
mittee have sought to provide sinking funds adequate to redeem
every portion of the public debt at its maturity; and they
believe that they have so far succeeded as to relieve the tax-
payer, after the present year, from any burden in contributing
to those funds, except in the case of the War Loan Sinking
Fund, which will require a smaller and smaller appropriation
every year, until taxation in its behalf shall cease in the man-
ner already indicated.

The Estimates.
Having thus disposed of all questions now open for consid-

ation touching the redemption of the public debt, the Com-
mittee have next addressed themselves to that of the revenue
and expenditures of the current year. A careful examination
of the estimates made by the auditor in his last report, cor-
rected and supplemented by such later data as have come within
their reach, enable the Committee to say with confidence that
exclusive of any appropriation for the Troy and Greenfield
Railroad and Hoosac Tunnel—which, if made, they propose to
fund as already stated, together with the accruing interest on
the 'existing debt of that enterprise—the services of the cur-
rent year may be abundantly met out of the $3,000,000 loan
already authorized, and by a State tax of two millions of
dollars, and that from this revenue a considerable surplus will
remain with which to pay the three years loan, $1,040,889.25,
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maturing in the early part of 1869, and classed at the begin-
ning of this Report as a part of the Temporary Debt. If this
expectation should be realized, the Committee are of opinion,
after a careful estimate of the probable revenue and expendi-
tures of 1869, that the services of that year, also, may be fully
met by a State tax of two millions of dollars. When it is
considered that the amount of the State tax was, in 1862,
$1,800,000, in 1863 and 1864 severally, $2,400,000, in 1865,
$4,700,000, in 1866, $3,000,000, and in 1867, $5,000,000, the
reduction to $2,000,000, with the probability that that amount
will not hereafter need to be exceeded, should be a subject of
gratification to the people of the Commonwealth.

That the legislature may judge of the soundness of the
conclusions at which the Committee have arrived, the estimates
of revenue and expenditure are herewith submitted, together
with a bill covering the legislation recommended in this Report.
The bill imposing a State tax of two millions of dollars has
been already reported by order of the Committee.

GEORGE WALKER, Chairman.
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for 1868.Estimates op Expenditures and Revenue

Expenditures.

Ordinary, as estimated by the Auditor in his Re-
port, (pages 15 and 16,) . . . . $1,571,100 00

Extraordinary, viz
$900,000 00

30,000 00
State Aid,
Military,
Printing,
Interest,

15,000 00
1,050,000 00

336.000 00
180.000 00

Coin premiums,.
Public Buildings,
Emergency Fund, 10,000 00

131,380 00
175,650 00
867,230 00

To Bounty Loan Sinking Fund,
To War Loan Sinking Fund,
Temporary Loans,

50,000 00Military Bounties,

Total Expenditures for 1868, $5,316,360 00

Revenue. (See Auditor’s Report, p. 34.)

Savings Bank Tax (at J per cent,
for 6 months, and | per cent.
for 6 months,) on $83,000,000, $518,750 00

Corporation Tax, . . . 346,000 00
Coal and Mining Cos.’ Tax, . 31,000 00
Semi-annual Insurance Tax, . 121,000 00
Annual Insurance Tax, Foreign

Companies, .... 80,000 00
Life Insurance Companies’ Tax, 10,000 00
Gas-Light Companies’ Tax, . 7,500 00
Alien Passengers, . . . 22,500 00
Cities and Towns, support of

Paupers, 6,400 00
* This estimate is based on the assumption that the savings bank tax will be raised to

| of one per cent.

3,745,260 00
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Alien Estates, .... $l,OOO 00
State Prison, (above expenses,) . 25,000 00
Reform Schools, . . . 23,500 00
State Almshouses, . . . 7,500 00
Secretary’s Fees and Com’sions,. 5,000 00
Peddlers’ Licenses, .

. . 10,000 00
Interest on Deposits, . . . 30,000 00
Miscellaneous, .... 15,000 00
Income Union Loan Sinking

Fund, 210,500 00
Liquor Licenses, , . . . Uncertain

Total ordinary Revenue, .$1,500,650 00

Proceeds of Troy and Greenfield
Loan, .....3,000,000 00

Cash in Treasury
beyond existing
appropriations,
say, . . $1,150,000 00

Deduct to Coast m
Defence Fund, 471,618 66

Appropriation to
Harbor ofProv-
iucetown, . 50,000 00

628,851 34
55,129,001 34

Deficiency to be met by State Tax, . . $187,358 66

Estimate of Expenditures and Revenue for 1869.

Expenditures.
Ordinary, say, .......$1,650,000 Off

Extraordinary, viz.:—
State Aid, .....$600,000 00
Military, 30,000 00
Printing, . . ... . 5,000 00
Interest, .....1,000,000 00
Coin Premium, 35 per cent., . 294,000 00
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Public Buildings, . . . $30,000 00
Emergency Fund, . . . 10,000 00
War Loan Sinking Fund, . . 150,000 00
Three Years'Loan, . . . 1,040,889 00
Military Bounties, say, . . 50,000 00

. $3,209,889 00

Total Estimated Expenditures for 1869, . $4,859,889 00

Revenue.
Estimated for 1868, . . .$1,500,650 00
Add for Savings Bank Tax, . 110,000 00
Add for Liquor Licenses, . . 250,000 00

— 1,860,650 00

Deficiency to be met by State Tax, .
.

. $2,999,239 00
Deficiency of 1868, met by State Tax, . . 187,358 66

$3,186 597 66
State Taxes of 1868 and 1869, ....4,000,000 00

Excess of Revenue for the two years, , . $813,412 34

Note.— As the Three Years Loan, $1,040,889, matures in the early part
of 1869, it will be paid out of the proceeds of the tax of 1868, which will be
largely in excess of the demands of that year.

The foregoing estimates are necessarily imperfect, but they
are based upon the best information which can now be obtained
in the auditor’s and treasurer’s departments. The legisla-
ture may greatly increase the appropriations beyond precedents,
or present indications, and if by so doing the resources of the
treasury prove insufficient, the amount of the State tax may
have to be increased after the current year.
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In the Year One Thousand Eight Hundred and Sixty-
Eight.

AN ACT
In relation to certain Sinking Funds of the Common-

wealth.

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

(ilommcmajealtl) of ittasoadjusetts.

1 Sect. 1. The debt contracted for defraying the
2 cost of consolidating the General Statutes, under the
3 provisions of chapter two hundred and ninety-three
4 of the acts of the year eighteen hundred and fifty-
-5 nine; and the debt for funding the unfunded debt,
6 contracted under the provisions of chapter one hun-
-7 dred and ninety-eight of the acts of the year eighteen
8 hundred and sixty-one, are hereby charged upon, and
9 made payable out of, the Debt Extinguishment Fund

10 created under the provisions of chapter one hundred
11 and ninety-seven of the acts of the year eighteen
12 hundred and fifty-seven.
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1 Sect. 2. For the purpose of redeeming the scrip
2 issued under authority of chapter one hundred and
3 eighteen of the acts of the year eighteen hundred
4 and sixty-three, entitled “An Act in relation to the
5 Coast Defences of Massachusetts,” a sinking fund is
6 hereby established, to be made up of the moneys
7 heretofore received by the treasurer of the Common-
-8 wealth from the sale of ordnance purchased with the
9 proceeds of said scrip, and of such further sum, to

10 be paid from the portion of such proceeds not here-
-11 tofore appropriated, as will constitute a fund, which
12 shall be adequate, with its accumulations, to redeem
13 said scrip at its maturity ; and the fund so constituted,
14 with its accumulations of interest, is hereby set apart
15 for and pledged to the redemption of said scrip.
16 Whatever balance shall remain unappropriated at
17 the passage of this act from the proceeds of said
18 coast defence scrip, after providing for the sinking
19 fund hereby authorized, shall be transferred and paid
20 over to the Bounty Loan Sinking Fund, created under
21 the provisions of chapter three hundred and thirteen
22 of the acts of the year eighteen hundred and sixty-
-23 four; and the same shall hereafter constitute a part
24 of said fund. And if any money shall be hereafter
25 allowed and paid to the Commonwealth by the United
26 States, in re-imbursement of expenditures heretofore
27 incurred for coast defences, the same shall, in like
28 manner, be paid to and constitute a part of said
29 Bounty Loan Sinking Fund.

1 Sect. 3. The Union Loan Sinking Fund, created
2 under the provisions of chapter two hundred and
3 nine of the acts of the year eighteen hundred and
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4 sixty-one, and chapter eighty of the acts of the year
5 eighteen hundred and sixty-two, shall not be accumu-
-6 lated beyond the amount of the debt, for the redemp-
-7 tion of which \t is pledged; and whatever funds or
8 moneys applicable to said fund have heretofore been,
9 or shall hereafter be received, in excess of the amount

10 of the debt aforesaid, shall be transferred to and
11 constitute a part of the Bounty Loan Sinking Fund
12 mentioned in the second section of this act. The
13 income of said Union Loan Sinking Fund, until
14 otherwise provided by law, shall be paid into the
15 treasury; and any premium on gold necessary to be
16 purchased to meet the instalments of said debt as
17 they mature, or to meet any other debt of the Com-
-18 monwealth, except the several debts contracted for
19 railroad purposes, shall be paid out of any funds in
20 the treasury not otherwise appropriated.

1 Sect. 4. So much of section three of chapter
2 three hundred and thirteen of the acts of the year
3 eighteen hundred and sixty-four, as requires a portion
4 of the sinking fund therein established to be raised
5 by taxation, is hereby repealed.

1 Sect. 5, This act shall take etfect upon its passage.
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Attorney-General’s Office, 30 Court Street, )

Boston, March 12,1868. (

Sir :—I beg leave to acknowledge the receipt of your letter
of March 10th,requesting my opinion upon the two following
questions:

1. Can the legislature authorize the transfer of any excess
of the Union Loan Sinking Fund, above the amount of the
debt charged upon it, ($3,600,000,) to any other sinking fund,
as, for example, to the Bounty Loan Sinking Fund, which was
created for kindred purposes ; or must the principal of that
fund, however in excess of the debt charged upon it, remain
intact, under the statute pledge above recited, till the debt has
been paid ?

2. Can the principal of said fund, under the pledge contained
in said statute, be legally reduced below the amount of the
debt charged upon it, by diversion of any part of it into the
treasury to supplement the revenue, or for the creation of a
new sinking fund, or for any purpose whatever, although the
residue of the fund not so diverted should be sufficient, with
its accumulations of interest, to pay the several instalments of
the debt as they mature ?

. In reply, I respectfully submit the following opinion i
1. Inasmuch as the legislature have the power to appropriate

the entire amount of this and other sinking funds, and the
creditors of the Commonwealth would have no legal remedy, I
understand your question to refer to what may properly be
done by the legislature in the premises, and to what is the true

dTomtnoniwmltl) of illassacljusctts.
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construction of the statutes providing for the fund, and creating
the debt.

2. The St. of 1861, c. 216, authorized a debt of $3,000,000,
called the Union Fund; and St. 1861, c. 209, §l, provided
that all the scrip, &c., received from the United States should
he pledged and held as part of a sinking fund, the principal of
which should be applied for the redemption and payment of
the Union Fund. Section 2of the same act provided for tax-
ation to swell the same sinking fund. Looking at the two
sections of this statute, it appears that it was then considered
that the scrip, &c., received from the United States might not
be adequate for the sinking fund, and the difference between
the amount of the Union Fund and the value of the scrip, &c.,
received from the United States, was to be ascertained on Jan-
uary 1, 1863, and one-tenth of the difference was to be raised
by taxation every year. The intention appears to have been to
provide a sinking fund, the principal of which should be ade-
quate, within ten years, to redeem the Union Fund. By St.
1862, c. 80, the time for ascertaining the difference above
referred to was changed from January 1,1863, to April 1,1862.
In other respects, the former statute was not substantially
changed.

3. Looking, therefore, at the condition of things which then
existed, it does not appear to me that it was the intention of
the legislature to require that the principal of the sinking fund
should be accumulated, after it should exceed the amount of
the debt which it was created for the purpose of extinguishing.
Although a literal construction of the language might lead to
that result, still, considering both sections together, it seems
more reasonable to conclude that the object of the legislature
was only to provide a sinking fund, the principal of which
should, at all hazards, be adequate to meet the debt. And this
view is confirmed by taking into account the reason then exist-
ing for the loan, and for the intervention of the Commonwealth
in this manner to aid the general government.

4. But the same considerations lead me to the conclusion
that the faith of the Commonwealth should be considered as
pledged to maintain the principal of the sinking fund at such
an amount that it will be adequate to redeem the Union Fund.
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The provision is express, that all scrip, &c., received shall be
pledged and held as a part of the sinking fund; and it seems
to me that not only the letter but spirit of this provision
would be violated by a diversion of the principal of the sinking
fund so as to reduce the amount thereof below the amount of
the Union Fund-

I am, very respectfully,
Your obedient servant,

CHARLES ALLEN.

Hon. George Walker, Chairman of House Committee on
Finance.




