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House of Representatives, February 5, 1878.

The Joint Committee on Expenditures, to whom was re-
ferred the House order of Jan. 10, directing the Committee to
inquire into the expediency of passing an Act authorizing
cities and towns which are indebted to this Commonwealth
to discharge such indebtedness before its maturity, and to
borrow money and to issue bonds or other proper securities
therefor, and also the Senate order of Jan. 10, directing7 o
the same Committee to consider the expediency of legislation
reducing the rate of interest on notes and bonds held by
the Commonwealth against cities and towns, have considered
the same, and

REPO R T :

That it appeared at the hearing, where all the parties inter-
ested were allowed opportunity to present their views, that
what was desired by them was a reduction of the interest to
five per cent upon all the notes or bonds held by the Com-
monwealth against towns or cities. It was not denied, that,
when the notes or bonds in question were given, the money
was lent by the State upon the most favorable rates of inter-
est that were current at the time and thUt the loans, when
made, were eagerly sought for by the cities and towns that
were then in need of the money. But it was argued that
money could now be procured for five per cent, or less ; and,
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considering the somewhat paternal relation which the State
sustains to the towns and cities within her limits,- she should
be willing, as an act of grace and generosity, to forego some-
thing of her legal right, and to accept, in lieu of the rate of
interest required by the contract, the payment of five per
cent. It was urged also, in behalf of this reduction, that
it would tend to encourage the towns and cities interested
in a laudable effort to get out of debt, which was an object
of such importance as to justify the State in consenting to
the proposed alteration in the contract.

But none of the reasons assigned seemed to the Committee
sufficient to authorize them to recommend a material change
in an express contract, which, when once made,, should be
considered inviolable, and which, in this case, could not be
changed without serious injury to the finances of the Com-
monwealth.

The total amount of the funds, including trust and sinking
funds, of the State, was, Jan. 1, 1878, $13,448,194.55. Of
this amount, the sum of $5,848,102.40 was invested, at that
time, in the notes and bonds of towns and cities, bearing six
per cent or more interest; and in addition to this, there was,
at that time, invested in the notes of counties, bearing six
per cent or more interest, the sum of $877,400.

The number of cities and towns interested in the reduction
of interest to five per cent is one hundred and five. The
annual loss to the funds, by the reduction of interest to five
per cent upon these notes and bonds, would be $86,949.87.
The aggregate loss, without computing interest upon inter-
est, would be $674,880.12.

These notes and bonds are distributed in the different sink-
ing and trust funds, which are so adjusted that a material
change in the rate of interest would seriously affect the con-
dition of our finances. The school-fund contains, of this
class of securities, $549,647 : the income of this fund, amount-
ing to $70,430.65, for the last year, was paid entirely to cities
and towns having a valuation of $524,022,387. Eighteen
cities and towns, with a valuation of $1,144,204,895, received
nothing from this source. The Troy and Greenfield Railroad
sinking-fund contains, of this class of securities, $1,854,724.25;
and this fund will be inadequate to accomplish its purpose, if
the income be considerably reduced.
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In the presence of these facts, and in consideration of ob-
vious reasons of public policy, which, in the opinion -of the
Committee, should govern the Legislature in dealing with
this subject, the Committee are unanimously of the opinion,
in relation to both of the orders that have been referred to

them, and accordingly so report, that it is inexpedient to
legislate thereon.

For the Committee,
E. F. STONE.




