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.CONSTITUTIONAL LIMITATIONS ON TIE
CREATION OF STATE DEBT

VOLONIAL AND STATE DEBTS TQ 1844

The issuance of circulating notes by the Colonles has been
called the origin of American $tate @ebts. It has been suggested
that these notes were issued squally as much to supply a medium
of exchange as to ralse funds.1 While thls may have been the
case in the beginning, the continued and expanded practice was to
create money and raise funds for the Treasury, to create funds
to be loaned out on mortgages, to supply funds to cover the costs
of wars and to cover deflcits in ordinary expenses of the Colonies.2

Durlng the period of the Revolution, the new 8%ates author-
ized the emission of paper money or certificates as a means of meet-
ing the expenses incidental to the establishment of new governments
and the prosecution of the war. After the war, the debts so lncur-
red by the states were largely assumed by the Federal Governmént.

It is estimated that by 1795, the debt of the states had been re-
duced to $5,OOO,OOO.5 New Jersey 1ls listed among those states
whose debts were nominal nr non-existant.

The development of state debts as they are more commonly re-
cognized to=-day, occurred after 1820 when the states began to borrow
for internal Iimprovements. These loans were voluntary; the states
"funded" thelr debts and state boﬁds made thelr appearancs on the
investment market.4 Although New Jersey remained one of the nine
non-borrowing states, by 1843, state iIndebtedness exceeded
$230,000,000, This was a staggering sum when considered in relation
to the population and the tax revenues enjoyed by the twenty-one

states which had 1Incurred the liability.



Until 1830, state borrowing was orderly and was indulged in
mainly by the older states of the East and South. After 1830, the
movement got out of hand. Most of the indebtedness was incurred for
projects which were expected to be self-supporting, such as banks,
canals and railroads.5 For a time many of these projects were highly
profitable, as was evidenced by New York'!s spectacular success with
the Erie Canal.

In the very midst of this program of internal improvements,
the states found themselves confronted by the severe panic of 1837,
Following the banking collapse of 1839, all of the borrowing states
were in difficulties and by 1842, nine states had defaulted and
several others avolded defalcation by a very narrow margin.6

As a result of the sad experiences of the borrowing states for
the decade previous to the New Jersey Constitutional Convention of
1844, 1t is not surprising that New Jersey elected to safeguard 1its
future credit positlion by adopting limitations in its new Constitu-
tion against dangers of similar unwise debt expansion, Previous to
1840, no state constitution limited the debt which the leglslature
might incur. 1In 1842, Rhode Island led the way by adopting an
amendment forbidding the legislature, without the consent of the
peopley to pledge the faith of the state, or to incur debts in excess
of $50,000 except in times of war, insurrection, or invasion, The New
Jersey provision, adopted two years later, was widely copled, With-
in a period of fifteen years the constitutions of nineteen states
were amended to include debt limitation provisions. Eventually
similar provisions on borrowling were written into nearly all the

state constitutions.7



THE NEW JERSEY CONSTITUTIONAL CONVENTION OF 1844

The dispatch with which the several committees, charged with
the responsibility of drafting the proposed constitution, acted has
been commented upon by students of the Conventlon of 1844.8 On May
28, 1844, the committse on the Legislative Department submitted its
report. Section XIX of the Legislative Article dealt with limitations
on the Incidence of state debt: the section is duplicated immediately
below for purposes of study and comparison,

"The leglslature shall not, in any manner, create any
debt or debts, liability or liabilitles, of the State,
which shall singly, or in the aggregate, at any time
exceed $100,000, except for purposes of war, or to re-
peal invasion, or to suppress insurrection, unless
the same shall be authorized by a law for some single
object or work, to be distinctly specified therein;
which law shall impose and provide for a direct annual
tax sufficient, with such other appropriations as may
be made therein, exclusive of loans, to pay the in-
terest of such debt or liability as 1t falls due, and
also to pay and discharge the principal of such debt
or liability within twenty years from the time of the
contracting thereof: and no such law shall take effect
until it shall, at a general electlion, have becn sub-
mitted to the people, and have received the sanction
of a majority of all the votes cast for or against 1t
at such election; and 211 the money to be raised by
the authority of such law shall be applied, only, to
the specific object stated in suech law, and to the pay=-
ment of the debt thercby created, "9

While most of the delegates assembled were in substantlial agree-
ment with the provisiIons set forth in Section XIX, a few did not ap-

pzar to be unduly Impressed by the bitter experience of some of New

[3

Jersey's sister states. These delegates aglitated for the addition
of a proviso which would enable the State to exerclse 1its future

cption to acquire, without restraint, certaln public works, namely,
the Camden and Amboy Railroad and the Morris Canal and 1ts feeders,
Oprosition developed on the grounds that members of the Leglslature

might e "bought" to vote for the purchase of the facilitles under

diacuzsslion,



It was finally agreed, however, that the twenty~year retire-
ment stipulation, as set forth in the report, would make difficult
the future purchase of the facilities, and on this consideration,
the Convention approved an amendment to substitute in its stead, a
thirty-five year maximnm.lo Earlier in the deliberations of the
Convention, a suggestion to amend the same provision by extending
the debt retirement period to thirty years had failed on the theory
that such an extended time would arouse the speculative appetite of
future 1egislatures.11

Other amendments to Sectlion XIX discussed and approved included:

(1) "Monies that are or may be deposited with this State

by the Federal Government,lzshall be exempt from the
provisions of Section XIX;

(2) There shall be inserted after the word, "#ggregate" ,z
the words, "with any previous debts or 1iabilities'"
and

(3) In order that some subdequent legislature cculd not
repudiate the 8tate debt by repealing the tax prescribed
to liquidate the debt, there be inserted after the
words "contracting thereof," the words "and shall be
irrepealable until such debt or liability, and i&e
interest thereon are fully paid and satisfied."

(For a later discussion of this same subject, see chapters
dealing with the public hearings of 1942 and 1944)

Except for very minor changes in phraseology, the amendments
conslidered above were the only ones which materially changed Sectlon
XIX as originally drafted by the Commlittee on the Legislative Depert-
ment, The Convention completed its work on June 29, 1844, and the
people, by public vote, ratified the new Constitution, August 13,
1844, Section XIX as amended and appro#ed became Article IV, Section
6, Paragraph 4., This sectlon of our present Constitution reads as

follows:



"The legislature chall not, in any manner, create any debt |
or debts, llability or liabilities, of the State, which

shall singly or in the aggregete with an revious debts

or lisbilitics at any time exceed one hundred thousand
dollers, except for purposes of war, or to repel invasion,
or to suppress insurrection, unless the same shall be
authorized by a law for some singlec object or work, to be
distinctly specified therein; which law shall provide the
ways and meansl exclusive of loans, to pay the Interest of
suc e or a y as i alls due, and also to pay
and dlscharge the principal of such debt or liability with=
in thirty-five yecars from the time of the contraction
thereof, and shall be irrepealable until such debt or lia-
bility, and the intersst thereon, are fully pald and dis=
charged; and no such law shall teke effect untlil it shall,
at a general elcction, have been submitted to the people,
and have received the sanction of a majority of the votes
cast for and against it at such election; and all money

to be raised by the authority of such law shall be applied
only to the speciflc object stated therein, and to the
payment of the debt thereby crecated., Thils section shall
not be construed to refer to any money that has been, or ma
be deposlied with this state by the government o e Unlte
Statese" ™

THE HISTORY OF STATE DEBTS FROM 1844 TO 1945 WITH EMPHASIS UPON

TRENDS IN NEW JERSEY

Improved business conditions, the restoration of state credit
after 1845, and the demand for better railroad facilities, to be
financed largely through the use of state credit, account in large
measure for the rapid increase in state debts just previous to the

civil war.1®

Total state debt for all thirty-three states rose from
$189,909,000 in 1841 to $257,328,000 in 1860, (Sce Table 1)

The desperate plight and subsequent debt repudlation of the
Confederate states following the war is too well known to requirc

comment here.17

It should be noted, hewever, that during the latter
part of the nineteenth century, state borrowing was generally unpopu-
lar, Although the borrowing habit persisted in a few Southern states,

thers was a gecneral reduction in the total of state debt between



TABLE 1

NET DEBTS OF THE STATES
SELECTED YEARS, 1841-1942
(IN TEOUSANDS OF DOLLARS)

tate 1841 1860 1902 1916 1932 1942
labama $ 15,400 $ 3,445 $ 12,727 $ 13,564 $ 82,342 § 74,739
rizona - - 3,099 844 3,676 3,134
rkansas 2,676 3,093 1,101 1,239 164,424 154,558
alifornia - 3,824 2,955 33,376 145,723 219,436
olorado - - 3,797 3,783 6,747 24,099
onnecticut - - 1,678 13,064 108 30,213
elaware - - 762 796 2,072 5,174
ist, of Columbila - - 14,540 5,470 - -
lorida 4,000 383 1,032 602 391

eorgla 1,310 2,671 7,876 6,322 12,488 22,967
daho - - 324 1,712 6,961 2,689
1llinois 13,527 10,277 2,155 2,067 221,404 149,252
ndiana 12,751 10,179 2,914 768 4,730 7,923
owa - 352 50 - 16,495 2,038
ansas - - 632 - 21,810 15,522
sntucky 3,085 5,479 2,291 2,607 16,224 9,053
oulisiana 23,985 4,561 13,593 13,479 83,743 182,112
aine 1,735 699 2,785 2,638 27,219 26,323
aryland 15,215 14,877 4,942 16,575 31,198 57,965
assachusetts $,424 7,133 65,964 86,043 62,856 111,187
Lchigan 5,611 2,316 6,566 6,215 60,582 41,094
Iinnesota - 319 1,755 1,516 40,156 105,221
lssissippi 7,000 5,753 2,877 5,127 36,320 82,998
Lssouri 842 25,952 4,366 7,033 103,302 87,907
>nt ana - - 1,204 1,186 9,316 13,509
sbraska - 53 2,005 - 929 947
svada - - 624 680 1,370 431
sw Hampshire - 50 1,551 1,951 6,505 17,912
W Jersey - - - 116 62,198 105,906
2w Mexico - - 999 2,562 11,470 27,242
2w York 21,797 33,570 8,187 148,740 463,068 703,412
wrth Carolina - 9,130 6,755 8,384 177,210 135,445
wrth Dakota - - 9358 511 5,005 29,971
1io 10,924 16,928 4,685 5,341 7,696 12,062
tlahoma - - 510 6,447 11,438 40,159
‘egon - - 236 - 33,388 31,225
ynnsylvania 33,301 37,970 339 473 75,358 288,784
iode Island - - 2,620 6,391 16,807 29,333
uth Carolina 35,691 4,047 6,730 5,387 77,984 86,537
nuth Dakota - - 457 - 15,310 32,056
mnessee 3,398 20,899 17,984 15,864 94,032 04,304
Xas - - 3,903 4,548 10,317 18,169
;ah - - 974 2,691 5,604 2,019
:rmont - 120 363 611 9,545 6,850
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tate 1841 1860 1202 1916 1932 1942

lrginia & 4,037 §$ 33,248 3 23,546 §$ 23,772 25,983 ¢ 25,716
ashington - - 1,271 1,209 8,257 16,262
3st Virginia - - - - 86,394 79,695
Lsconsin 200 - 2,278 2,157 1,184 1,184
roming - - 301 108 5,568 3,240

Totals $189,909 $257,328 $249,411 $465,139 $2,369,713 33,218,064

Source: Burcau of the Census; American State Debts, pp. 127 and 254
and Graves, American State Government, p. 601.

=-5b=-



1860 and 1902, In the latter year, the total net debt of the states
stood at $249,411,000 (Table 1) despite the admission of fifteen
additional states and a population increase of 150%.

The advent of the automobile and the demand for improved high-
ways between 1902 and 1916 were responsible for a doubling of in-
debtednzss. Table 1 shows that the total debt in 19216 jumped to
$465,139,000,

State loans which had been held to a minimum during the first
World War increased after the war to amounts far above any ever be-
fore known., This was attributable to growing demands for highways
and other post-war factors., In 1921 the states borrowed hecavily for
highway improvement and soldiers! bonuses. The depression of 1930
brought new financial demands for unemployment relief, and borrowing
even by 1932 had again broken all previous records. Table 1 reveals
the fact that state indebtedness 1In 1952 had mounted to $2,369,713,000,
and this upward trend continued until 1934 when the Federal Government
began 1ts program of genereus financial assistance.

When the United States entered the Second World War in 1941,
the net Indebtedness of the states again stood at a new high. Despite
unparalleled state revenue incrcases, the total state debt in 1942
was $3,218,064,000, (Table 1) During 1943, however, state debt rc-
tirement was pronounced and total indebtedness reverted to a figure
more fn.keeping with that of 1932, Continued high tax rovenues
have enabled the states to further reduce thelr debt obligations
since 1943, Net indettedness for 21l forty-cight states as reported
by the Buresu of the Cgnsus for 1245 was considerably under the 1232

figure and amounted to $1,222,971,0CC,



Table 2 has been prepared as a means of presenting the New

Jersey debt trends from 1844 to 1946, Previous to the outbreak of

18 was

the Clvil War, New Jersey, together with five sister states,
debt-free., Between 1861 and 1864 the State approved, without the
need of a public referendum, three measures authorizing the 1lssuance
of war bonds in a total amount not to exceed $4,000,000, From
.avallable records, not too easy of interpretation, it appears that
the State!s total war debt was about $5,395,000,19 and that by March
of 1905, the Federal Government had repaid to the State $2,226,OOO.20
There are indications, however, that by 1902 New Jersey had freed
ltself from its share of the Civil War debt.

The beginnings of New Jersey'!s bonded indebtedness may really
be sald to have originated in 1920 when the people approved, by
public referendum, Chapter 159 (P.L.1920) which authorized the
issuance of bonds in the amount of $12,000,000 to pay a bonus to
veterans of the first World War. Previously, in 1916, the people
had approved a $7,000,000 bond issue for highway improvement, These
bonds were never issued due to this countryts participation in the
war. From 1920 to 1932, all laws authorizing bond issues approved
by the people were for purposes of internal improvement, mainly
highwayse In 1921 the people rejected Chapter 201 (P.L.1921) which
called for issuance of bonds in the amount of $14,000,000 for
institutions., (See Note 3, Table 2)

New Jersey'!s borrowing from 1932 to 1939 was mainly for the
purpose of flnancing unemployment relief, with one issue in 1933
dedicated to educational aide From 1939 to 1945 there was no
borrowing., In 1946 the poople approved Chapter 324 (P,L,1946)

authorizing the Issuance of bonds in the amount of $36,000,000



TABLE 2

SCHEDULE OF NEW JERSEY STATE BOND ISSUES
YEARS 1844 TO 1946
(IN THOUSANDS OF DOLLARS)

P.L. and Chap. Type of

Reference Purpose Issue  Revenus Source Amount Present Status
1861, Chap. 8 Civil War Property $ 2,000 Paid
1863, " 250 neooom " 1,000 n
1864, " 433 " n " 1,000 "
1916, " 285 Highway Improvement Motor Vehicle 7,000 Never Tssued (1)
1920, " 159 Soldiers' Bonus S.F. Property 12,000 Paid
1920, " 352 Highway Extension S.F. Property & Operating Profit 28,000 " (2)
1921, " 201 Institutions S.F. Property 14,000 Defeated Referendum (3)
1922, " 262 Roads & Bridges S.F. Property 40,000 Paild
1924, " 262 Highway Extension S.F. Property & Operating Profit 8,000 "
1927 " 181 Highway Improvement S.F. Property 30,000 One-third Paid
1930, * 226 Water Supply S.B. Motor Fuels 7,000 Partly Amortized
1930, "o 227 State Institutions S.B. " " 10,000 n "
1930, " 228 Highway Improvement S.B. " " 83,000 " n (4)
1832, " 250 Reduced above by -20,000
1932, " 251 Unemployment Relief S.B. Motor Fuels 20,000 paid
1933, " 387 Educational Aid S.B. n " 7,000 "
1933, " 388 Repealed Chap. 226,

P.L. 1930 N -7 ,000

1933 " 398 Tnemployment Relief S.B. Motor Fuels 5,000 Paid
1934 " 255 " " S.B. Prop. & Inheritance : 10,000 "
1939 " 329 " " S.B. Multiple 21,000 "
1946 "o 324 Veterans' Housing SeB. " 35,000 " (5)

Source: State Treasurer's 0ffice and Laws of New Jersey

(1) Highway improvement prevsnted by World War I,

(2) Construction of Camden Bridge and Holland Tunnel.

(3) A careful search fails to reveal any other bond issue ever rejected by the people on a
referendum. The vote was 151,726 for, and 212,643 against.

(4) P.L. 1932, Chap. 250, approved, reduced amount to $63,000,000, of which only $46,400,000
has been 1issued.
(5) Only 7,400,000 has been issued.

-T7a=



for veteranst! housing., Of this amount only $7,400,000 has been
issued to date and 1t is very unlikely that the balance will ever

be 1lssued,

The peak of New Jersey'!s bonded indebtedness was reached in
1935, at which time the State's outstanding obligations totaled
$197,000,000. The low in the Statets debt since 1935 was realized
by July, 1946 when outstanding obligations totaled $63,000,000,
The balance of redeemed state bonds on January 1, 1947 was

£72,200,0004 2

REPORT OF THZ CCMMISSION ON REVISION OF THE NEW JERSEY CONSTITUTION,

May 1942, AND THE PUBLIC IHBEARINGS OF 1942.

No attempt was made to amend the New Jersey constitutional
provision limiting the Statc!s indebtedness (Art.4, Sect.6, Par.4)
until 1942, On May 18th of that year the leglslative Commission
on Revision of the New Jersey Constitution (constituted under Joint
Resolution No., 2, approved 11-18-41 and reconstituted under Joint
Resolution No. 1, approved 1-24-42 as amended 4-1-42) submitted to
the Leglslature and the Governor the text of "A Revised Constitution
for the State of New Jerscy."

The proposed revised Constitution contemplated a separate
article for all matters pertinent te state finance (Article VII)
‘and treatsd the subject of "Debt Limitations" in three distinect
paragraphs (Pars, 7, 8, 9) which are quotsd directly below,

7. "Except for purposes of war, or to repel invasion or to
suppress Insurrection, no debt or 1liability shall be
contracted by or on behalf of the 3tale 1In any amount
vhich, singly or in the aggregate with any previous
debts or liabilitles, shall at any time excced one
hundred thousand dollars, unlcess authorized bty a law
vhich shall, at a general election, have becen submitied

to the people, and have received thc sanctlon of a
majority of all the votes cast for and agalnst it,"

-8-



8. "Any such law shall provide for some single object or
work, to be distifhctly cpcecified thereln, and for
the payment of the debt or 1liabllity thereby author-
ized 1n eqgual annual installments, the first of which
shall boe payable not more than one ycar, and the last
of which shall be payable not more than thirty-five
years after such debt or liability, or any portion
thereof, shall have becn contracted. In contracting
any debt or liability, however, the privilege of pay-
ing all or any part thereof prior to maturity may be
reacrved to the State In such manner and upon such
terms as may be provided by law,"

9. MAll money to be ralised by authority of any law author-
izing the contracting of a debt or 1liability by or on
bchalf of the State shall be applied only to the specil-
fic object or work stated therein or to the payment of
such dett or 1iability. Such law shall provide the
ways and means, exclusive of loans, to pay and discharge
the principal and interest of the debt or liability
thereby authorized. If such law should be repealed
prior to such payment and discharge, the Legislature
shall make adequate provisions for payment of the re=-
maining annual installments of principal and interest,
and upon fallure thereof a sufficient sum shall be set
apart by the State Treasurer from the first revenues
received and shall be applied to such purpose,"<?

The changes proposed by paragraphs 7, 8, and 9 were summarized
and explained by the Commission in this manner:

"The history of State government has proved the wisdom of
rigid restrictions upon State borrowing, For thls reason
the requirement of a referendum upon all indebtedness
exceeding $100,000 is carefully retained., Serial bonds
which call for amortization of the debt each year are
made mandatory because they eliminate the need for State
sinking funds. The former requirement that the law which
authorized the bonds must pledge the source of payment is
deleted because 1t lmposes an unfair rigidity to the
Stateta flscal policies for as much as thirty-five years.
In order to protect the Statet!s credit position, havever,
a substitute for the old provision requires the State
Treasurer to pay the annual public debt charges out of the
first moneys he recelves."

(For a discussion of the provision enabling the State to retire a
debt obligation at its option, the only other change not discussed
above, see "Hearings of 1944" to follow,)



On August 19, 1942 public hearings wers conductzd on Article
ViI, Paragraphs 7, 8; ard 9 of the proposed revised Constitutiohe.
Among those sperking in favor of the provisions as contained in the
paragraphs were:

Spencer Miller, Jr., Chairman of the New Jersey Cogpittee
on Constitutional Convention,”

Russell Watson, Vice-Chairman of the gew Jersey State
Chamber of Commerce,2 and

Mrs, Alloway, Member of the State Boardogf the New Jersey
League of Women Voters,”

Mr, Russell Watson in discussing Paragraph 9, placed emphasis
upon hls approval of the provision enabling the Legislature to repeal
the original law authorizing the source of revenue to retire a debt
and to substitute therefor alternate methods, He reasoned that with-
in a period of thirty-five years, or during the 1life of a bond 1ssue
many factors might conspire to make desirable and imperative addil -
tional or new sources of revenue to complete the debt retirement,

The revenue source as contained in the original law might diminish or
entirely disappear or other events might dictate its repeal,

Opposition to many of the changes proposed in paragraphs 7, 8,
and 9 were registered by Mr. R. Roblnson Chance representing the
Manufacturers! Association of New Jersey.2 They will be discussed
in the order of their presentation,

While Mr. Chance recognized merit in using serial bonds,
he felt that future occesions might well prove that there werec egual
advantages In the utilization of term bonds and sinking funds., He
recommended that rather than place the Leglislature in a future
"stralght-jacket," the matter of selection betwecen term or serial
bends be left to the judgment of the Leglslature,

Speaking of the feature contained in paragraph 2 enabling the

Legislature to repeal a revenue measure specifically enacted to
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retire a given state debt, Mr. Chance sald: "-w---- under the present
Constitution when a bond is issued the investor who buys the bohd

has a definite specified irrepealable contract as to where the money
is coming from to redeem the principal and pay the interest. In
place of such an irrepealable arrangement, the proposal would require
a bond for the payment of which no particular ways and means were
actually guaranteed, since the ones originally specified might be -
wiped out by the repeal of the law," He continued with the reasoning
that such uncertain methods of financing the state debt might affect
the State'!s credit and the future salability of 1ts bonds,

The position taken by Mr. Chance in regard to the provision
contalned in paragraph 8 limiting the State to the use of serial
bond issues has recently been supported by the 0ffice of the State
Trecasurer. There is quoted immediately below a statement prepared
for this study by G. S. Fisher, Assistant Cashler of that offlice,
with the consent and approval of the present State Treasurer,

"In general a Sinking Fund Issue will command a better
figure (i.e, lower coupon rate and larger prempium) than
a Serial Issue due to the added security and the simpli-
city of arranging yield and re-distribution,

The State of New Jersey has had very good experiences
with its Sinking Funds. Not only have they been able
to meet maturities but they have been able to exercise
their prior call privileges. They have all enjoyed
substantial surpluses from which they have pald other
obligations. The surplus of the Soldiers Bonus Sinking
Fund retired a deferred payment due by the State to the
Teachers! Pension and Annuity Fund-that of the Highway
Extension Sinking Fund helped materially to pay the
Unemployment Relief Bonds, and that of the Road and
Bridge Sinking Fund is pledged to retire an interest
bearing promise to the Teachers! Pension and Annuity

The Sinking Funds were able to support the credit of New
Jersey Municipalities, thereby keeping the interest rate
(eand incidently the tax rate) down. The full extent of
this will never be entirely known, but during the depres-
sion it was not necessary to ask for laws extending the
interest level beyond the existing limit of six per cent,

-11 -



This aid to the Municlpalities reacted favorably in the
Sinking Funds, and is one of the factors in establishing
the substantial surpluses,

Supporting the New Jersey Munlcipal Bond market, also
established the Statet!s credit and indirectly helped
the banks following the "Bank Holiday,"

It would be as unwise to eliminate Sinking Fund Issues
as to eliminate Serial Issues. The Issuing Officials

or the Legislature should be unhampered so they can take
advantage of the prevalllnb conditicns when a bond issue
1s contemplated."

PUBLIC HEARINGS OF 1944 BLFORE THE JOINT LEGISIATIVE COMMITTEE CN THE

PROPOSED REVISED CONSTITUTION

Under Senate Concurrent Resolution No, 1, adopted January 11,
1944, a Joint Leglslative Committee was constituted to conduct a
further series of public hearings on a redraft of the prorosed re-
vised Constitution. The subcommittee on the Leglslative Section was
authorized also to consider Article VII, Finance. In this draft
of the proposed revised Constitution, all three paragrarhs (7,8,9)
contained in the draft of 1942 with changes,were combined in one
paragraph, identified as Paragraph 5, Article VII, t he complete text
of which follows:

"The Legislature shall not, in any manner, create any debt
or debts, liability or liabilities, of this State, which
shall singly or in the aggregate with any previous debts
or liabilitles at any time exceed one hundred thousand
dollars, except for purposes of war or to repel invasion,
or to suppress insurrection, or to meet an emergency
caused by act of God or disaster;<S unless the same shall
be authorized by law for some single object or work to be
distinetly specified therein; which law shall provide the
ways and means, exclusive of loans, to pay the principal
and interest of such debt or 1liability as it falls due,

No such law shall take effect until it shall, at a general
election, have been submltted to the people, and have re-
celved the sanction of a majority of all the votes cast
for-and against it at such election. Any such debt or
1iability thereby authorized shall be paid in annual in-
stallments, the first of which shall be payable not more

- 12 -



than one year, snd the last of which shall be payable not
more than thirty-five years after such debt or llabillty
shall have been contracted. In contracting any such debt
or lisbility, however, the privilege of paying all or any
part thereof pricr to maturity may be reserved to the
State in such manner and upon such terms as may be pro-
vided by law. All money to be raised by the authority of
any such law shall be applied only to the specific objJect
or work stated therein and to the payment of the debt or
1iability thereby created. No such law shall be repeal-
able until such debt or liability, and the interest there-
on, are fully paid and discharged or until equally secure
provision is otherwise made for the payment of the re=-

maining annual installments Sf the principal and interest

of such debt or llability."?

Mr. Charles O. Frye, Director of the American Citizenship
Foundation,appeérs to have been the only individual whose presence
and testimony at the hearing resulted in changes to Paragraph 5,
Article VII as cited above,

Mr. Frye agreed that it was very desirable to reserve to the
Leglslature the right to relieve bonds prior to thelr maturity. He
felt, however, that such a reservation should be stated so clearly
as to make this fact plain to the investor at the particular moment
of purchase of any bond issue, He pointed to litigation in the
courts of two states where fixed callable dates had appeared on the
face of the bonds and which were subsequently called at an earlier
date., To avoid any uncertainty in the matter he proposed instead of
the words "upon such terms as may be provided by law," the insertion
of - the words, "upon such terms as may be provided by the law author=-
izing the debt."so

Referring to the last sentence in Paragraph 5, Mr. Frys took
exception to the reservation enabling the Legislature to substitute
"equally secure provisions" for the payment of the remaining debty
as leaving the investor and the State in an "extreme uncertainty.®

He contended that the uncertain elsment so introduced would appeal

- 13 -



to the more speculative investor who would demand a hicher interest
rate on the bonds. He suggested, therefore, that the last sentence

terminate at the werd "discharged! with the remainder of the sentence

deleted.31 Both of Mr, Fryet!s amendments were incorporatcd in the

following final draft of Article VII, Paragraph 5 of the proposed
wevised Constitution as it was submitted to the people on November
7, 1944, Except for minute changes in terminolecgy, it will be noted
that no other differences of account appear,

"The Legislature shall not, in any manncr, create any debt
or debts, liability or liabilities of this State, which
shall singly or in the aggregate with any previous debts
or liabilities at any time exceed one hundred thousand
dollars, except for purposes of war or to repeal invasion,
or to suppress insurrection, or to meet an emergency
caused by act of God or disaster; unless the same shall
be authorized by a law for some single object or work to
be distinctly specified therein; which law shall provide
the ways and means, exclusive of loans to pay the princi-
pal and interest of such debt or lilability as it falls
dues No such law shall take effect until it shall, at a
general election, have been submitted to the people, and
have received the sanction of a majority of all the votes
cast for and agalnst it at such election. Any such debt
or liability thereby authorized shall be paid in annual
installments, the first of which shall be payable not
more than one year and the last of which shall be payable
not more than thirty-five years after such debt or liability
shall have been contracted; but the privilege of paying
all or any part thereof prior to maturity may be reserved
to the State as may be provided in the law authorizing such
debt or liability. All money to be raised by the authority
of any such law shall be applied only to the specific
object or work stated therein and to the payment of the
debt or liability thereby created., No such law shall be
repealable until such debt or liabilityﬁ and the interest
thereof, are fully paid and discharged,

CONSTITUTIONAL DEBT LIMITATION PROVISIONS IN THE 48 STATES AND THEIR

RELATIVE EFFECTIVENESS

The mere tabulation of a state's indebtedness alone, while of
considerable value and interest, 1s not sufficlent to evaluate that

statets actual debt load or its relative position in a comparative



gstate

Alabama
Arizona
Arkansas
California
Colorado
Connecticut.
Delaware
Florida
Georgla
Idaho
Illinols
Indiana

Jowa

Kansas
Kentucky
Loulisiana
Maine
Maryland.
Massachusetts
Michigan
Minnesota
Mississippi
Missouri
Montans,
Nebraska
Nevada

New Hampshire
New Jersey
New Mexico
New York
North Carolina
North Dakota
Ohio
Oklshoma
Oregon
Pennsylvania
Rhode Island
South Carolina
South Dakota .
Tennessee
Texas

Gross
Debt
Totals

$ 66,810

3,328
139,494
172,929

18,298
23,600
4,502
1,297
15,210
535
115,122
6,431
1,403
11,548

6,083

164,359

19,178
38,359
70,160
15,808
75,080
70,276
73,499
11,736

970

14,350
76,957
22,875
571,993
111,202
20,342
10,604
26,877
20,327
130,129
26,189
77,854
25,301
78,095
11,964

TABLE 3

GROSS STATE DEBTS 1945
PER CAPITA DEBT AND RANK 1945, 44, 40
(GROSS DEBT IN THOUSANDS)

- 1945 1944 © 1940
Per . Per Per
Capita Rank Capita Rank Capita Rank
$24.58 16 $26.43 17 $28,00 23
- 5.35 35 6.07 36 6,09 40
80,37 1 83.21 1 79,67 2
21,94 18 30.80 14 48,69 -6
17.15 23 18.85 25 26,07 24
13,50 29 14.40 30 14,17 32
16.45 25 17 .30 26 16.61 29
<64 46 .66 47 53 48
5.11 36 6.25 35 9.57 36
1.13 44 2.97 39 7.02 38
15.22 26 16.54 27 22,10 27
1.90 41 2.04 42 2.60 - 43
62 47 72 46 - 1.91 - 44
6.88 33 7 .65 33 10.12 35
2.39 39 2,70 40 6.64 39
70.95 2 72.80 2 80,52 1
24 .51 17 27.07 16 33,02 16
19.34 20 22,11 21 32.28 20
17,14 24 19.54 24 33.71 15
2.94 38 4,38 37 16.93 28
29.73 13 32.63 13 42,33 9
35.20 10 37 .26 10 37 17 13
20,85 19 22.95 20 28,52 22
24 .97 15 26.13 18 25,92 25
‘ «82 45 «95 45 1,10 47
- - - - 4,90 41
31.65 12 35,67 12 32,79 17
18,386 21 24.32 19 40,60 11
46,87 3 50.58 4 50.40 5
45,97 5 49,25 5 54,20 4
33.22 11 35.86 11 42,28 10
37.92 8 30.62 9 39.61 12
1.55 42 1.69 43 1.74 45
13,52 28 15,05 28 15.14 31
17,33 22 21.10 22 35.67 14
14,03 27 20,48 23 30459 21
37.70 9 39.72 8 45,69 7
43,50 6 46,06 - 6 32,71 18
46,44 4 50,87 3 68.43 3
27.71 14 29,89 15 32,62 19
1.91 40 2e33 41 4.41 42
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State

Utah

Vermont
Virginia
Washington
Jest Virginia
Nisconsin

JYyoming
Total

&
Averages

Source:?

Gross 1945 1944 _ 1940
Debt Per Per Per
Totals Capita Rank Capita Rank Capita Rank
8 1,718 % 2.94 37 $ 3.71 38 $ 8.22 37
3,674 11.62 31 13,77 31 23.91 26
23,317 8.42 32 9.43 32 10,79 34
12,951 6.80 34 7.64 34 12.44 33
71,317 41.17 7 43,38 7 42,54 8
3,943 1.34 43 1,42 44 1l.72 46
3,168 13,44 30 14.80 29 15.21 30
52,471,161 $19,54 $22,08 $27.87

Bureau of the Census, State Finances, Vol, 2, (1945)
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analysls of each state's debt position., Accordingly, Table 3 has
been prepared to indicate the gross per capita debt load of each
state and its rank among the other forty-seven states for selective
years between 1940 and 1945,

It will be remembered that in 1935 New Jersey's indebtedness
reached the high point in 1its entire debt history, and that from 1936
to 1946 there was a gradual yet substantiadlreduction. Table 3 in-
dicates that New Jersey ranked eleventh among the states in its per
capita debt load in 1940, In 1944 its position was considerably ime
proved, ranking hineteenth and 1n 1945, despite the absence of rich
tax revenues enjoyed by a majority of the states, 1ts position was
twenty=-first,

While Table 3 establishes New Jersey's relative position among
the forty-elght states in per capita debt load far the past five
years, 1t does nothing to establish the effectivenass of New Jersey'!s
constitutional debt 1limitation provision or of the various types of
constitutional debt limitation provisions in effect in the forty-
elght states. For the purpose of a rough appraisal, it is possible,
from a study of Summary 1,52 to divide the forty-eight states into
three groups according to the borrowing powers conferred upon each
by its respective constitution, A study of Table 4 will indicate
that the states have been divided in accordance with the provisions
governing the more important uses of state credit. Fully explained,
states in the first group have constitutional provisions which, with
minor exceptions, forbid the legislature to incur any debt except
those authorized by a constitutional amendment., States in this group
may be said, therefore, to have the most stringent debt limitation
provisions,

States in the second group are those which, with certain ex=



TABLE 4

STATES GROUPED ACCORDING TO CONSTITUTIONAL BORROWING POWER

BY CONSTITUTIONAL AMENDMENT

(GROSS DEBT IN THOUSANDS)

BY REFERENDUM

GROSS DEBT AND RANK FOR YEAR 1945

LB&ISLATIVE ACTION NO LIMIT

Per Per Per
Capita Capita Capita
State Debt Rank State Debt Rank State Debt Rank
Alabama $ 66,810 16 California $172,929 18 Arkansas $139,494 1
{Before 1934)
Arizons 35,328 35 Idaho 5356 44 Connecticut 23,600 29
Colorado 18,298 23 Illinois 115,122 26 Delaware 4,502 25
Florida 1,297 46 Jowa 1,403 47 Maryland 38,359 20
Georgla 15,210 36 Kansas 11,548 33 Massachusetts 70,160 24
Indiana 6,431 41 Kentucky 6,083 3¢ Mississippi 70,276 10
Louisiana 164,359 2 Montana 11,736 15 New Hampshire 14,350 12
Maine 19,178 17 New Jersey 76,957 21 Nevada - -
Michigan 15,808 38 New Mexico 22,875 3 No. Carolina 111,202 11
(Before 1936)

Minnesota 75,080 13 New York 571,993 & No., Dakota 20,342 8
Missouri

(Before 1935) 73,499 19 Oklahoma 26,877 28 So, Carolina 77,854 6
Nebraska 970 45 Rhode Island 26,189 9 So. Dakota 25,301 4
Ohio 10,604 42 Virginia 23,316 32 Tennessee 78,095 14
Oregon 20,327 22 Washington 12,951 34 Utah 1,718 37
Pennsylvania 130,129 27 Wyonming 3,168 30 Vermont 3,674 31
Texas 11,964 40
West Virginia 71,317 7
Wisconsin 3,943 43

Source: Bureau of the Census, State Finances, Vol. 2 (1945)

Provisions in State Constitutions Controlling Debt, The Tax Foundation (1945)
Ratchford, American State Debts, p. 443
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ceptions, have constitutions which require each individual law,
authorizing borrowing, to be submitted to a popular referendum,
New Jersey is typical of this group,

States in the third group are those wherein the legislature
may be said to exercise all powers over the extension of the state!s
credit,

The reader, in his appraisal of Table 4, should be conscious of
the fact that at least one exceptional state distorts the final re-
sults in each of the three groups. Louisiana and to some extent
West Virginia are representative of those states in the first group
whose constitutions are ambiguous and whose courts have been over=
generous in their interpretations. New York, in Group 2, is reprec-
sentative of the state with the single largest indebtedness, In
1938, for example, its total net debt was nineteen per cent of the
total for .he whole country. ArRansas,in Group 3, 1s a decided cx-
ception to the general rule and Nevada, which has no necessity to
create a debt because of its exceptional source of tax revenue, re-
presents an extreme which few states have cared to copy.

In addition to the exceptions outlined above, the reader should
also evaluate Table 4 with due consideration to: population density,
industrial density, per capita income, tax revenue yields per capita,

the limitations of the tax base and related factors.53

For purposes of comparison, the full text of three states?
constitutlons, one typical state in each group deplcted in Table 4,

is duplicated below in detail, insofar as 1t relates to this sube

ject.

[
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SUMMARY 1

Summary of State Constitutional Limitations on Debt,

(In nearly all states provision is made for borrowing to re-
pel invasion, suppress insurrection, or to ald the U.S. in time of war)

Alabamas

Arizonsa:

Arkansas:

California:

Colorado:

Connecticut:

Delawarc:

Idaho:

Governor may negotiate temporary loans up to $300,000.
After 1933 no additional state debt 1s possible withe
out a constitutional amendment,

The state may contract debts up to a $350,000 total,
Additional borrowings require constitutional amend-
ments,

Except for highway purposes, education, war pensions,
and existing debts, the General Assembly 1s_prohiblted
from appropriating or expending more than 21 million
dollars in any biennium., Additional state debt must
be approved by a majority of the voters at a general
or special election,

Legislature may create debt up to $300,000, Addition-
al debt requires authorization by voters at an elec-
ticn and must be accompanied by provisions by which
the principal and interest can bve met within 75 years,
A sinking fund also is required.

If the appropriations of the legislature exceed the
total tax provided for by law additional taxes must
be levied within the defined limits or the appropri-
ations reduced,

Additional debt requires a constitutional amendment.,
Existing amendments authorize highway bonds and eare
mark certain revenues,

No applicable provision,

Debt may be created by concurrence of 3/4 of all
members of each house,

A constitutional amendment would bte needed to creats
state debt,

Dett shall not exceed taxes lawfully levied each year;
however, $500,000 is permitted to meet casual defi-
clencles. Additional indebtedness requires sanction by
constitutional amendment,

Appropriations or expenditures may not exceed the
total tax unless provision is made to increase the
tax within the over-all limitation. At a general
clection the voters may authorize additional borrow-
ings, but these rust be accompanled by measures to
ralse the ncceszary amount to pay intesrest and prine

LR |
Ciptile
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Illinoiss Loans up to $250,000 are permitted to meet casual de-
ficits. Additional borrowing must be submitted to
the voters at a general election and receive the
approval of a majority. Provision must be made for
a tax to be levied sufficlent to meet the interest

payments,

Indiana: Additional debt must be authorized by a constitutional
amendnment,

Iowas Debts up to $250,000 are permitted to mest casual

deficits. Other debts must be authorized by law
which shall also provide revenues to meet interest
and repay the principal within 20 years,

Kansas: Debts up to $1,000,000 are permitted for extraordi-
nary expenses. Lvery other debt shall be authorized
by a vote of the electors at a general election; such
debts must be accompanied by provision fer taxes to
pay the principal and interest,

Kentucky: No applicable provision,

Loulslana: Additional borrowings require constitutional amend-
ment,

Maine: Debt limited to $2,000,000 except for highways and
bridges. Otherwise a constitutional amendment 1is
needed,

Maryland: Borrowing requires provision for meeting intersst

and paying principal in 15 years,

Massachusetts: The commonwealth may borrow by a vote of 2/3 of
each house present and voting,

Michigan: $250,000 is debt 1limit to meet deficits in revenue,
Pifty million may be borrowed for highways, and
thirty million for veteranst! bonus,

Minnesota: For meeting extraordinary expensss,up to $250,000
may be borrowed. Additional loans would require a
constitutional amendment,

Mississippi: The only provision is the cne which requires all
revenue bills to be approved by members of each
housee.

Missouri: From the rresent time on borrowings in excess of
$250,000 must be submitted by the Assembly to the
voters who must glve the measure approval by a 2/3

ma jority.
Montana: No appropriation shall exceed the totz2l tax provided
by law applicable to such expond;tur Borrowing for

casual deficits must not excced $10C, OOO. Additional
debts must be anprovcd by a majority of the voters
andgmeans must bz provided to meet principal and

interest.
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Nebragka: Debts in excess of $100,000 total requires consti=-
tutional amendment,

Nevada: * Debt must not exceed 1 per cent of assessed valu-
ation, All debt authorization must be accompanied
by provision to pay principal and Interest.

New Hampshire: No applicable provision,

New Jersey: Debt of $100,000 is permitted for casual deficiencles,
Additional debt must be approved by a majorlity of
voters at an election; provision to pay interest and
extingulish principal in 35 years must be made.

New Mexico: Debt of $200,000 is permitted for casual deficits.
Additional debt must be approved by a majority of
state electors and there must be provision for pay-
ment of interest and principal within 50 years.

New York: State debt requires approval by majority of voters,

North Carolina: State may borrow in anticipatlion of taxes, to meet
casual deficits or when the existing debt is re-
duced. Other borrowings must be voted upon by the
people of the state,

North Dakota: State may borrow when authorized by law and provi-
sion is made to pay the interest and principal
within thirty days.

Ohio: Debts to meet casual deficlts are limited to
#750,000, Additional debt must be by means of
constitutional amendment and there must be pro-
vided means to meet interest payments and to pro-
vide a sinking fund to redeem the principal,

Oklahomas $400,000 may be borrowed to meet casual deficlts,
Additional borrowing must be authorized by law and
approved by the people voting at a general election,
Such law must provide for payment of interest and
principal within 25 years.,

Oregon: $5C,000 debt is permitted and up to 4 per cent
assessed valuation for highways. Other debts re-
quire constitutional amendment,

Pennsylvania: $1,000,000 is permitted for deficiencies in revenue
and §100,000,000 may be borrowed for highways,

Rhode Island: $50,000 is the 1imit on borrowing by the General
Assembly.

South Carolina: Additional debt must be approved by 2/3 the state's

voters and the assembly shall levy a tax sufficient
to pay interest,
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South Dakota:

Tennessce s

Texas:

Utah:

Vermont:

Virginia:

Washington:

West Virginia:

Wisconsin:

Wyoming:

$100,000 may be borrowed for casual deficltse, COCther
indebtedness up to & rcr cent of valuation may bte
made by a votc of 2/3 the members of each branch of
the Legislature,

No applicable precvision.

$200,000 may be borrowed for revenue deficlencies
in revenue., Additlonal borrowing requires a con-
stitutional amendment,

Appropriations must not exceed the total tax,
Borrowings to a maximum of 13 per cent of assessed
valuation may be made for revenue deficienciles.

No applicable provision.

Casual deficits may be met by borrowinge Other

debts must be approved by the voters and a sinking
fund must be provided.

$400,000 may be borrowed to meet failures in re-
venues. Additional debt must be approved by voters
and provide means to pay interest and principal with-
in 20 years,

Debt may be contracted to meet casual deficits,

#100,000 debt is permitted for extraordinary ex=-
penditures.

No debt in excess of taxes for current year may be
created without approval of the voterss
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GROUP 1

Nebraska Constitution (1920)

Article XIII-Section 1

"The state may, to meet casual deficits, or failures in the
revenues, contract debts never to exceed in the aggregate
$100,000, and no greater indebtedness shall be incurred ex-
cept for the purpose of repelling invasion, suppressing in-
surrection, or defending the state in war, and provislon
shall be made for the payment of the interest annually, as
it shall accrue, by a tax levied for the purpose, or from
other sources of revenue, which law providing for the pay-
ment of such interest by such tax shall be irrepealable
until such debt be paid."

(The language of the sectlon quoted above 1is such, that
debt may only be incurred by amending the Constitution)

GROUP 2
= ]

Kansas Constitution (1936)

Article II-Section 6

"For the purpose of defraying extraordinary expenses and
making public improvements the state may contract public
debts; but such debts shall never, in the aggregate, ex-
ceed one million dollars, except as hereinafter provided.
Every such debt shall be authorized by law for some pur-
pose specified thereiln and the vote of a majority of all
the members elected to each house shall be necessary to
the passage of such law; and every such law shall provide
for levying an annual tax sufficlent to pay the annual
interest of such debt, and the principal thereof, when it
shall become duej; and shall specifically appropriate the
proceeds of such taxes to the payment of such principal
and interest; and such appropriation shall not be repealed
nor the taxes postponed or diminished, until the interest
and principal of such debt shall have been wholly paid."

Article II-Section 7

"No debt shall be contracted by the state except as herein
provlded, unless the proposed law for creating such debt

shall first be submitted to a direct vote of the electors

of the state at some general election; and if such proposed
law shall be ratified by a majority of all votss cast at

such general election, then it shall be the duty of the
legislature next after such election to enact such law and
create such debt, subject to all the provisions and re=
strictions provided in the preceding section of this article."



Articls II-Section 8

"The state may borrow money to repel invasion, suppress in-
surrection, or defend the state in time of war; but the
money thus raised, shall be appiled exclusively to the
object for which the loan was authorized, or tc the repay-
ment of the debt thereby created."

Article II-Section 9

"The state shall never be a party in carrying on any work of
internal improvement except that it may adopt, construct,
recconstruct and maintain a state system of highways, but no
general property tax shall ever be lald nor bonds issued by
the state for such highways."

GROUP 3

Massachusetts Constitution (1927)

Article ILXII=-Section 2

"The commonwealth may borrow money to repel invasion, suppress
insurrection, defend the commonwealth, or assist the United
States in time of war, and may also borrow money in anticipa-
tion of receipts from taxes or other sources, such loan to
be paid out of the revenue of the year in which it Lls crsated."

Article IXII-Section 3

"In addition to the loans which may be contracted as before
provided; the commonwealth may borrow money only by a note,
taken by yeas and nays, of two-thirds of each house of the
general court present and voting thereon. The governor
shall recommend to the general court the term for which any
loan shall be -contracted.,”

Model State Constitutlon

Article VII-Section 702

"No debt shall be contracted by or in tehalf of this State
unless such debt shallbe authorlzed by law for some single
project or object distinctly specified therein; and no law
shall, except for the purposs of repelling invasion, suppress-
ing insurrection, defending the state In war, meeting natural
catastrophes, or redeeming the indebtedness of the state, out=
standing at the time this Constitution is approved, take
effect until it shall have been submitted to the gualifled
voters at a general election and have received a favorable
ma jority of the votes cast upon such question at such slection;
except that the state may, by law, boerrow money to meet appro=-
priations for eny flscal year in antlcipation of the collection
of the revenues of such year, but all debts so contracgtoed in
anticipation of revenue shall be paid within onc vear,o%



THE EFFZCTS OF CONSTITUTIONAL DEBT LIMITATIONS UPON CREATURES OF

THZ STATE

Over the years the courts have frequently been called upon to
decide whether certain obligations incurred by a state or one of its
agencies is a debt within the meaning of the Constitution. With the
passage of time the courts gradually developed what has become known
as the "Special Fund Doctrine."35

Although the courts of several states have resisted the Special
Fund Doctrine,36 it has spread to a remarkable degree and 1n some
cases has greatly modified existing constitutional debt provisions.sv

Generally speaking, cases involving the application of the
"Special Fund Doctrine® have been those whereln the bond 1lssues were
to be serviced from some speclal income or dedicated revenue, such
as the revenue accruing from the operation of a special public pro-
ject, or the revenue from a specific tax such as the Motor Fuel Tax
when its entire proceeds are dedicated by constitution or statute to
the purpose or purposes for which the bond issue was pledged.

In 1912 New Jersey enacted a 1aw58 authorizing the State Water
Supply Commission (now the State Water Pollcy Commission) to issue
bonds of par velue of $1,000,000 in payment of land acquired to pro-
tect the State's water supply. The bonds were to be securedbonly
by the holdings of the Commission, The court declared the act un-
constitutional on the grounds that the commission was merely a state
agency, subjecct to all of the restrictions placed upon the State by
the Constitution, and that the sinking fund to retire the bonds was
to come from state appropriations., It held that the argument that the
indebtedness was not a state debt because it was to be paid from a
special fund was "an 1lloglcal argument that carries with 1t its own

refutation.59 New Jersey's position with regard to the Speclal Fund



Doctrine was, therefore, established at a very early date 1In 1ts
history of state indebtedness., Had the law of 1912 specified that
the Commission could not pledge the credit of the Stats, it is
possible that the court!s decislon might have been different.,

There has been created in New Jersey and elsewhere, however,
certaln corporate entities of a govermmental nature whose right to
create debt obligations wilthout regard to constituticnal debt limiw
tations is not questioned. Civic or state corporations of this
character are often referred to as "authorities."™ To all intents and
purposes they are agencles of the state, but are not "agents of the
state," They may borrow only on thelr own credit and may not pledge
the credit of the state, except as may be expressly permitted by the
state, Such"authoritied' or "commissions", as they are sometimes
called, are usually controlled by a Board, the members of which are
appointed by the governor, and to this extent they are representative
of the executive level of the atate government, Although in several
states such "authoritles®™ or "corporate entities™ have been created
by action of two or more municipalitles, iIn New Jersey the most
common types have been those created by compacts’between neighboring-
states for the operation of certain Joint facilities or resources,
which, in the public interest, are better controlled in thls fashlon,
Typlcal of such agreements in New Jersey have been the establishment
of the Port of New York Authority, The Delaware River Joint Commission,
the Pallisades Interstate Park and the Interstate Sanitatlon Commission,
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<N O O YD

10
11

13
14
15

16
17

18
19
20
21

22

23

24

TEXT REFERENCES

Davis, A. McF., Currency and Banking in the Province of
gfsgachusetts Bay, (New York, 1900), Part I, "Currency"

Ratchford, B. V., American State Debts, pp. 9-10

Ibid, pp. 33-35

Ibid, pe. 73

Ibid, pp. 79-80

Ibid, pp. 98-99

MacDonald, A. F., American State Government and Administration,
3rd ed., (1945) p. 383

Proceedings of the New Jersey Constitutional Convention of
1844, (1942), p. LXV (Introduction)

Ibid, p. 114
Ibid, p. 343
Ibid, pe 310
Ibid, p. 310
Ibid, p. 519
Ibid, p. 519

Sections underlined indicate amendments to Section XIX as origi-
nally reported by the Committee on the Legislative Department.

MacDonald, American State Government and Administration, pp.383-4.

For a concise and valuable description of the financial position
of the Southern states following the Civil War, read Chapters
VI and VII of Ratchford, American State Debts, pp. 135-196.

Connecticut, Delaware, Rhode Island, Texas amd Wiscamsin.

Compilation of State Treasurer's Reports, (1866) p. 230.

House Report, No., 1162, 74th Congress, lst Session, pp. 6-7

These figures and facts were obtained through the cooperation
of G, S. Fisher, Assistant Cashier, State Treasurerts Office.

Proceedings before New Jersey Jolnt Legislative Committee...
as to Change in the New Jersey Constitution, 1942, p. 951.

Tbid, p. 928

Ibid, pp. 398-403



25
26
27
28

29

30

31
32

33

34

35

36

3%

38
39

TEXT REFERENCES (CONT'D)

Ibid, pp. 404-409

Ibid, p. 414

Ibid, pp. 446-451

Words underlined indicate the addlition of a new provision not
previously appearing in any redraft of the proposed Con-
stitution.

Hearings before Joint Legislative Committee to Formulate a

Draft of a Constitution, February 3, 1944, Sub-Committee
on the Legislative Section. pe. 19

Ibid, pp. 24-25
Ibid, p. 26

The Tax Foundation, Provisions in State Constitutions Control-
ling Debt, (1945).

A study of Table 3 will show that the groupings in Table 4
would remain substantlally the same if any other year
(1940 or 1944) were employed as a basis of comparison.

"Model State Constitution," Partial Revision 1946, prepared by
the Committee on State Government of the National Municipal
League, Article VII, Section 702, p. 15.

For a full treatment, see B. U. Ratchford, American State Debt.,
Chapter 18, pp. 446-466,

Newell v. People, 7 N. Y. 9, 12 (1852). State v. McMillan,

12 N. D, 280 (1903). State v, Candland, 36 Utah 406, 428
(1909). Rowley v. Clarke, 162 Iowa 732 (1913).

State v. State Highway Comm., 138 Kan. 913 (1934). Alabama State
Bridge Comm. v. Smith, 317 Ala, 311 (1928). In re: California
Toll Bridge Authority, 212 Calif., 298, 302 (1931).

California Toll Bridge Authority v. Kelly, 218 Calif. 7 (1933).

Chapter 318, P.L. 1912, ppe. 557-560.

Wilson v, State Water Supply Comnm., 84 N.J., Eq. 150-158 (1915).
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