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Page 4, line 4, the date should bo June 50,

Table [, p. 4, wtal sounty levy, 9687, ahoukl b 03,587,547, [nsurance
tax, D108, whould be §234,502

Table LI, p. 80, elvil let, '01-89, should be 580,112, The per cent for
lucidental expensos, 8901, should bo —4.4. Grand total, 9300, should be
83,677,041, The proporthon of clvil list for § years should be -2.2.

Tablo IV, pp. 24-55, total taxes, '85-87, should be 82,882,170 27, Foos, 4
yeurs, shoulil bo 884,041, Misoollancon, '05-97, should b $130,5600. 11;
lor seeond 12 yemrs should be 860,208 48 Total corporste taxes, "Ai-87,
shonid be 8291,70.10. Total taxes, "85-87, abould be $3,172,888.37. Total
rovenup, ‘W08, should bo #4,167,80.1. The per cont for disbursemants,
8001, shoald be %0 Judlolsry, '81-83, should be 8157,069.01. Inntita-
tons, wisorllancous, 6388, should be $58,300.00. Total for institutions,
U667, whonld b §3,467,385.08; for second 13 yoars, ¥1,640,530.72; for 24
yoars, 82,412 678.00; per owot for the same should bo 38,5, BN and 2088
rospectively  Printing, ew , 'S1.8, should be #71,406,18, and ‘0160, 9108,

Page 30, line 10, balanco should be 8312854 41.
N B -The declmal point in the peroontage columns of the tables s

often Indistinet owing o type. This has cavsed many of the
omimions corrected abave
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FINANCIAL REPORT.

TREASURY DEPARTMENT, l
STATE OF 10WA,
Des Morvmes.
To Governor . M Drabe:

I bog to transmit 10 you the usual blennial report of the
., i of the T ¥ Dopart t of the State of lowa
for the past fiscal period, beginning July 1, 1595 and ending
June 1, 1597, In the tables which t the bulk of this
report will Mhuﬁmmuofulfmmvdwpﬁ
oul by mblwmuum-mummmuﬂngw-mt
two yours.  They prosent in detall the amounts received on
mntdhbﬂb.whﬂ;dh%hhgﬁmliunl(hﬂm
umumuuum;munmwmm
consisting of the spocial levy for the State University, and the
regulur lovies for ise ss general revenue und for partienlar
purposes, obtained from all sources, such ns counties snd
Insurance, Hxpress, Tolephone wnd Tuolelraph  Companies,
from Fees covered into the Treasvry by State Oficers, and
hm-lnalhmmﬂlhq also show the disburse-
mtnfthmhndnhmmﬂwﬂﬁmdthnAmlmm

hmaﬂwmmmumw
tions of the Treasury during the last fiscal your and a half and
the general misapprehension as to their character and rosults,
and especially hwmhmdhsﬂu'—m
lmp.hu_‘lwﬁmwhn!ull:ymmmmﬂm
M will show the real nature of the transactions of the
of the state government, ltbdn&ehﬂimmﬂonh
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some defects in the statutes governing the duties of the Treas-
urer, and to recommend several changes which will obviate
the diffienlties now standing in the way of prompt and success-
ful execution of the law and complete protection of the people’s
interest.

In the apalysis of thestate’s finances which I have made in
the succeeding pages I have tried to place before the public
avery fact which relates to the Treusury Department of lowa,
or helps to explain its work, for the fiscal period covered by
this report, in such a manner as to enable every citizen of the
state, if he desires, to lewrn the nature and amount of the
receipts and expenditures of his state government. The plan
pursued is the simple one of setting forth all the facts impar-
tially and fully, just asthey occurred. 1 venture no opinions as
10 the wisdom of increasing or decreasing the size of our state
budget, or of the advisability of cutting down or enlarging
particular taxes or appropriations. Further I do not attempt
an estimate of the expenditures of the futore and the probable
drain on the Treasury, as both law and custowm malke this the
particular duty of the Auditor of State. In respect to the
problems of the Treasury itself, however, and the law relating
to the departmental work and methods of business Ido express
opinions and recommend changes which, 1 trust, are clearly
and uneguivocally presented and, 1 hope, will prove generally
acceptable,

There are two suggestions which I will presume to make to
those who are interested in the discussion of the present finan-
cial problems of Iowa, and who really desire to understand
their significance; but these will be merely mentioned. First;
in the public debate on the fiscal burdens sustained by the
people of lowa for the maintenance of their state government
and the support of their numerous state institutions ‘‘state
taxes'’ should be sharply and constantly distinguished from
“gounty and municipal” taxes. There isan immense difference
between the amounts of the former and the latter. Second;
the policy of adequately supporting and efficiently carrying on
state institutions and other public undertakings should not be
confused with the question of how this or that appropriation
has been used. The fact that a certain fund or appropriation
may have been wrongly used or an undertaking illy carried
ont is not proof that the object aimed at by the law is bad or
an argument that its public support should be abolished, but
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simply evidence that greater care and watchfulness should be
exercised in secing that the people’s money is honestly and
!:fft'-e'-ulall_\' used, us divected by law, by those having its expend-
iture in charge,

ENDOWMENT PUNDS OF THE AGRICULTURAL COLLEGE

‘\.I the beginning of the fiscal period there was in my pos-

session, ss custodian of the bonds and securities of the State
Agrienltural College, 8490,900.49 in bonds, and 895.57 in cash,
or & total college endowment fund of S400,996.496.  During the
past two years the bonds redeemed, viz., loans paid, or bonds
sent out for foreclosure proceedings, amounted to %114, 250,90,
In addition to this snm received there was paid into the Treas-
ury by the Treasurer of the College %36,070.14, the procesds of
the sules of lands deeded to the institution by the National
government, making a total of %150,521.04 of m]clnwmvul fund
cnsh received in the period.  Of this amount $132,994.04 was
losned ngain by the Finuncial Agent of the College and
returned to the Treasury: 897,200 being in new mortgage honds,
$12,584.04 in state warrants endorsed for interest bought by
the Treasurer of the College, $5,500 in debenture bonds pul.'v
chused of the Secarity, Loan & Trust Company, of Des Moines,
and £17,050 in old bonds extended and returned to the office,
The endowment cash on hand June 30, 1897, was 83, 322,87, the
remaining mmount, $12,064.18 at that time unrepresented by
bonds being still in the possession of the Financial Agent c;f
the College, through whom the money is loaned out Yo the
people of the state. The actual amount represented in bonds
in the Treasury at the present time is £500,588.63, un increase
of $15,483.14 over the amount two years ago.  The increase in
the endowment fund during the fiscal period was $56,070.14
due to the sale of College lands. Viewed in the light of the
recent industrial depression it is significant of the safe and
stable churacter of the investments of the funds negotiated by
the College that in the last two Yyears no mortgage bonds went
delinguent in interest or principle to such an extent that fore-
closure proceedings were actually ecarrvied out.

The total amount of interest acerning to the College from its
!)()Lll]ﬁ, and collected in the past two years,—including the
interest on the bonds at 7 per cent, interest on delinquent inter-
#st at 8 per cent, und the penalties of bonuses of 2 per cent
exacted for the irregular redemption of bonds, — was 70, 756,08,
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This entire amount practically, $69,5812.60, was drawn out by
the Treasurer of the college for current expenses, leaving a
cash balance on June 30th, of $943.48. Besides this income
from its endowment the College received in 1805, $21,000, and
in 1866 £22 000 from the National government as the result of
an act of Congress approved August 30, 1880, This latter
source of income increases annually by a thousand dollars
until 1809; from that year the College will receive $25,000 per
annum from the Federal government. All of this revenue —*
more than one-half its regular income—is vouchsafed to the
institution at Ames without in any way imposing direct tax
burdens upon the people of lowa.

THE STATE BUDGET OF 10WA.

The transactions of the Treasury which are of most interest
and importance both to the people and to the Legislature relate
to the receipts and disbursements of state revenue during the
biennial fiscal period just closed. The facts and incidents con-
nected with the income and outgo of state funds deserve care-
ful consideration; much more attention than they have received
heretofore. The state of Towa has been increasing in population
and wealth, and-the governmental needs of the people have been
growing in greater proportion. The regular agencies of gov-
er t have iner 1, both in number, and in requirements
for their effective service; and in addition we are having new
instrumentalities of government d ded by the people, and
suthorized by their representatives and law-mkem._ This
increase in the scope and activities of state functions is more
or less inevitable, and more or less beneficent; but it of neces-
sity involves augmenting public expenditures, as we may see
in the gradual enlargement of Towa's state budgets during the
past decade or two.

Yet this growth in the size of our stute budsm«—-meeip!n
and expenditores —while it means that the peop_ole and their
representatives are realizing the great and growing demands
made upon government in these days, and are attempting to
meet them, is, nevertheless, a development which particularly
needs to be constantly andsharply scrutinized by the tax-paying
citizens snd by the people generally. The collection and
expenditure of the people’s money is the most serious, the most
important work of government; and those who contribute taxes
to its support should know why, and how, their money is nsed;
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especially should they insist upon its being well and wisely
used. The only way for the tax-payer to know whether or not
this is s0, is to inspect closely the public accounts, to become
thoroughly and intelligently scquuinted with the nature and
asmount of the appropriations made by the state, and to observe
how they are utilized by those to whom they are given.

During the past year the state finances of lowa have excited
considerable popular discussion. The people’s interest in the
subject, however, has not been aroused primarily by the total
amount, or by the nature and direetion of public expenditures,
but chiefly by the fact that there has occurred a deficiency of
revenue which has been accompanied by certain untoward
developments. Because of this latter circumstance popular
discussion has produced considerable misconception and con-
fusion vather than enlightenment of the tax-payers and general
publio a2 to the reul problems involved in our enlarging state
budget. The result has been an exaggeration of the amount
and significance of the Treasury deficit, and especially a mis-
understanding of the real causes bringing it about. It is only
by an anulysis, tabulation, and comparison of the Treasury's
receipts of taxes and the appropriations authorized by the suc-
cessive Logislatures in the past decade or two, studied in con-
nection with the growth of populadon and wealth, and the
social development of the state, that we can begin to under-
stand the true significance of Towa's inereasing expenditures,
and learn whether they are unnecessary, foolish and extrava-
gant, or necessary, wise and economical. Our fiscal statistics
fally and properly set forth will go far towards establishing
one or the other conelusion.

In that which follpws, the facts given will necessarily relate
more to the receipts of revenue than to their disbursement, ns
the work of the department consists, for the most part, in
receiving funds.  But in order to explaim the present situation
it is essential to analyze and classify the appropriations of the
state in recent yoars, as shown by warrants drawn on the
Trensury and to show what direction state expenditures have
takon and what class of expenditures has increased so as to
embarrass the state.

1. RECEIPTS OF REVENUE,

The funds on hand in the Treasury available for appropris-
tions on July 1, 1805, amounted to #312,854.41. The total
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receipts of general revenue for the fiscal period of 188547
were £4,101,579.84, making the entire amount applieable to the
resdlemption of general warrants 84,404,234.25.  This sum does
not, however, include the special tax collected for the State
Iniversity during the last guarter of the period from Janvary
1w June 30, 1807, of $27,088.72. The total amount of taxes
of ull kinds received by the Treasury was 84,128 063,546, which
with the balanes made the total funds for the period 8#4,441,-
H17.97.

The state revenue of lowa is derived from six general
sourees, the regulur state tax levy upon the property of the
citizens in the counties, including the property of Railroads,
the taxes upon Insurance, Telegraph, Telephone and Express
Companies, Fees of State Officers, and numerous miscellaneous
receipts.  The proceeds from the ' state levy " in the counties
which was 2.5 mills in 1895-96 and 2.7 in the last quarter of the
period, amounted to $2,787,700.06, In addition to this “‘state
revenue,”' as these taxes are termed, there was R700,889.08
received from the counties, the specinl tax levies for the sup-
port of State Institutions; %27,583.72 for the State University:
711,006.07 for care of putients in the Insane Hospitals;
&1,285.47 for occupants of the College for the Blind; $2,262.85
for children at the School for the Deaf and Dumb; 16,579.00
for support of their feeble minded, and 39,1194 for children in
the Orphans’ Home. These taxes were not, it should be
observed, the total amounts appropriated for these state insti-
tutions. This revenue, furthermore, although raised for
specific purposes, is not set aside as sepurate funds, but is
turned into the Treasury and used as * general revenue.” It
represents scarcely more than a third of the total amount
expended for these institutions by the state. (1)

Foreign Insurance companies doing business in the state
paid $246,505.84, o tax of 2} per cent upon the gross amount of
premiums received in the state in 1805 and 1806 (2) Taxes
from Insurance companies will be considerably larger in the
future. The new revenue law provides that companies of
nations other than the United States shall pay 3§ per cent of

* the premiunms received by them in Iowa: that companies of
other States in the Union shall puy 2§ per cent as in the past;
and that lowa companies shall pay § per cent of their
premiums,

1] Bee statoment ©* A, (2] Sow statement ‘B
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From Telegraph companies the state received 30,58%.89 in
taxes: (3) and from Telephone companies, 810,485, (4) The
rate of tax on these companies is the sume as upon vailroads
nnd general property, Express companies, as a result of the
new law passed by the Twenty-sixth General Assembly, begin
ning with 1807, for the first time paid taxes into the State
Treasury. The tax is 1 per cent upon every 8100 of gross
recelpts, or business done by them. It netted the state dur
ing the last quarter of the fiscal period &35,000.81. (3) The
procesds from this tax will probably be greater in the future.

The receipts from Fees turned into the Treasury by state
officers reached £121,749.87. The Secretary of State paid in
£I5,210.70, received from filing and recording articles of incor
poration, notarinl commissions and various Jlegal and state
papers.  The Clerk of the Supreme Court reported £5,002.60;
the Superintendent of Public Instroction, #1,800.50, fees for
teachors” expminations and cortificates; the State Oil Inspector,
#0,685,67; the seerotary of the Pharmacy Commission for cer-
tifiecates and licenses, 80,677.90, and the Dairy Commissioner,
#1,007, fees for permits to mille dealers, The Auditor of State
paid in 72,456, fees obtuined {rom Building and Loan, and Insur-
ance Companies, The state will obtain increased revenues
from Fees in this next period, 1807-04, as the provisions relat-
mg Lo their payment in the new Code of 1807 in many instances
doubles, trebles and sometimes quadruples the amount to be
paid state officers for official work done by them for private
individuals or corporations, This will be sspocially true of
the returns from filing notarial commissions and issuing licenses
to itinerant physicians.

The state received from Miscellaneous sources during the
lust fiscal period revenue to the amount of &168,015.00. (1)
Some of the items making up the Iatter receipts are of intorest.
The Treasury obtained 834,850, 97 from the United States gov-
ernment for the support of the Iowa Soldiers” Homeat Mar-
shalltown, This mwount, with the 848,000 previously men-
tioned in comnection with the income of the Agricultural
College, mukes o total of 107, 580,97 received from the National
government during the past two yeurs. From the Wardens of
the state ponitentinries at Pt. Madison and Avamosa were
received 11,085,777 and £10,000 respectively, being surplus
earnings and refunds of excess support fund. The Treasurer

i3] nnd (4) See statemont * 0.

(1) See statement ©* E."
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of the Soldier's Home made refunds of unused appropristions
to the amount of 815,185.08, snd of excess of pensions, £8,018. 14,
the total of refunds received from him being $24,198.17. The
entire amount of any charascter refunded to the state in the
period was $27,774.84.

The total receipts of the Treasury for the last bienninm
show a small increase over former periods. A comparison of
the last four fiscal periods will show from what sources it has
come. In the eight years, beginning July 1, 1580, the net
incresse in the amount of woney contributed by the taxpayers
of the counties to the state government, reckonod by periods,
has been the small sum of 250,918, or an increase of 9.8 per
cent, an insignificant increase in view of the angmenting wealth
and population of the state in the interim. The Increase of all
taxes collected from the counties, Ineluding the special lovies
for occupants of state institutions and the State University
since January 1, 1507, has been only $467,200.08, or 14.9 per
cent.  The increase in the total of all taxes in the eight years
has becen but $015,657.94, or 17.6 per cent. The chief increase
in the revenoe receipts has been in the taxes collected from
Insurance, Telegraph and Telephone Companies, from Fees,
and from Miscellaneous sources. The returns from Insurance
companies have grown 41.2 per cent: those from Telegraph
and Telephone Companies, 3.19 per cent; and those from Foes,
.04 per cent; and the receipts from Miscellaneous sources,
714 per cent.

In the eight years there has been a slight increase in the
proportion of taxes obtained from corporations and particolar
sources, and a decrease in the percentage contributed directly
by the people. For 1880-01 the ratio was 55,9 por cent paid by
the people and 11.1 per cent from other sources; for 1805-47 it
was 80,0 per cent by local tax payers and 13.1 by the companies
and from other sources named; a reduction of 2 per cent in the
ralative amount obtained from the people of the counties in the
eight years.

But the people did not contribute directly all of this propor-
tion even. There should be deducted from the county taxes
the revenue received from railroads which they pay to the
state through the county treasurers. Because of this Inter-
mingling of local and railroad state taxes it is not possible to
separate them and obtain the exsct amount paid by railroads:
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this is especially troe of the taxes they pay in the *‘special
levies " for charitable institations. But as railroads usually
pay the full amount of their nssessment, we can approximate
their taxes so far as the state levy is concerned with s fair
dogres of necuracy. During the past fiscsl period rallroads
contributed in the neighborhood of 295,000 1o the st ne gov.
eroment as a result of Lthe regular state lovy Subtracting
this from the total of a1l taxes, and the people contributed 51
per cent and corporate snud other sourves 14 per cont of nll the
révenues collected between 18605 IsU7. Could we obtain the
oxaet smounts pald by milrosds in the specinl levies the ratio
would be still more favorable to the local taxpayers. Between
155091 railroads bore about the smme. (perlinps o trifte more),
taxes as in the last period

The wetunl increaso in the twx burdims of lows during the
past vight years will appear most strikingly if we measure them
by the annual mmount of taxes borns per vapita. We may
detormine this in three wuys; first, by the sum of all taxes
fromall sources; second, by the total tax returns from countios
being the “State Levy " and the taxes raised especially !m:
defraying the expenses of putionts at state institutions, con-
tributions which vary oxceadingly among the mnn!lmi‘ aml
third, by the amount of the state levy. The Intter test u the
vnly one thst sffords o fulrly acourate mensurement, sineo this
levy is the only tax which is sasossed nt the same rate tnlm-ery
counly of the stute. Measured by the sum of all tares the
citizens of lowa butween 1889 and 1591 sustained un annual tax
burden of 91 cents each; and In the Inst fiscal biennium they
pald U9 conts per capita, an incroase por individual of B conts.
Rockoned on o basis of all fhe connty levies, the people paid
Al conts in the first poriod and B0 cants in the last, an addition
fo their tax brdens for the support of the state of 5 cent.

county, the *‘State Levy, " the per capith state tax of lown for

It will be observed in the subjoined table, which gi
lumdmtﬂ;mmwhhb&mddmunuh:n‘;:
dnﬁvd.lbuthmhudmunluﬂnhmmmmh
period 1801-08. This was due, not to & reduction of state

but to the provision made by the Twenty.second and Twenty-
third General Assemblies I 1858 and 1890 for the mmtﬁ:’f
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the bonded and flonting indebtedness of the state.  In 1888 the
Legislature authorized an incroased levy of § mill for * the
purpose of paying the outstanding indebtedness.” (Ch, 198,
Acts 22d G. A,) This was collected in 1589 and 1800, By
April 22, 1800, all of the flosting debt had been paid off. The
suwme Assembly, being informed of the purpose of Congress to
refund the direct war tax, ordered (Ch. 194, Acts 29d G. A)
thut, when the money should be received, so much as would be
necessary should be applied in the payment of the school fund
bomlds, and the remainder * placed in the general revenue fund
of the state.”” (Bec. 2) In 1890 the Assembly ordered an
wdditional § mill levy for extra appropristions for state institu-
tions; the proceeds of this levy were received in 1501,

Thus, with all the floating debt paid off in the early part of
1800 the Treasury had nearly two-thirds of the proceeds of the
§ mill tax of that year and the entire amount of that of 1801
over and above current expenditures. This gave the Treasury
o surplus of almost half a million of dollars (B455, 058, 0h) at the
close of the first period, July 7, 1581, and the state levy conse-
quently could be reduced by the Execotive Council to 2 mills,
In Aprii, 1802, the state received the refund of the direot war
tax, $454,274.50; and the state’s bonded debt of 8234, 408,01 was
exponged and the bienpial interest charge of £30,000 wiped out.
The balnnce of the refund, §149,776.70 was available for current
expenditures. Hence, the continuance of the 2 mill levy; the
bulance of 412,081 45 on hand in the Treasury July 1, 1898; the
avoldanee of financial embarr t in the ding months;
and the reduction of the per capita tax burdens of the people to
00 and 50 cents between 1801 and 1505,

TABLE L
Revewwe Recvipts, July 1, 18589, ~June 30, 1507

|

14010
0
il
Peenes

T
Tl
1

e
5 Miscallaneous.

HTHEE

gf
-
-
4]
-

71,96
o] 01
*This Includes the refund of Direct War Tax, S0 7700,

e
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It will prove instructive, before leaving the subject of Reve

nue receipts, to ascertain what, exunctly, the extra three-tenths
of a mill, which has been added 1o the tax rate for state pur
poses since .limullr_r I, 1897, nmounts to m dollars and cenis.
This increased levy was made by the State Boand of Tuxution,
the Execative Council, st jts regulnr meeting in July, 18504, in
consequence of arts of the Twenty sixth Genoral Assembly
Une-tenth was ordered ievied ospecially for the State Univer
sity, the snnul procsds of which, under &5, 000, are set nslde
vxelusively for ose in the erection of buildings, this sutn being
for five years in liou of all other approprintions previously mude
for such purposes. (Ch, 114, Aocts th G A.) The other two
tenths mill, making the ““State Lavy " twoannd seven-tenths mills,
was decidod upon to obtain the &, 100,000 ardered ruised. (Cl
109.)  This rate was nécossary because of o decline in the totsl
nssessed valuation of the state some 85,000,000, We can loarn
Just how much this additional tax has been by com paring the
receipts of revenue for the second sad fourth quarters of the lnst
fisoul poriod, vie.: Junuary 1 to June 80, 1598, and January 1 1o
June 30, 1867, the Inttor belng the only time in which the extra
tax has been pald.

The comparlson of the receipts from all sources which are set
out in the table following (1) shows u decrease of 1.3 Per cont
in the taxes received from Insurance companies, of 7.9 per cont
in the tuxes from Telagraph companios, and of 20,2 per cont in
the returns from Miscellaneous Sources. On the other hand
there is un increase of 12,5 per cont in the Telephone taxes: an
abrolute increase in the revenuo obtained from Express con-
panies of £3,600.51; and of 87.4 per cont in the receipts from
Fees,  The net incrense, howevar, from all of these HOUFCeS Wils
only #8251, or .2 per cent, There was s gain of £ per cont in
the special taxes for Inmutes of institutions; but this had no
relation to the extra levies. The procesds of the three-tenths
mill are the receipts of University tax and the state levy: which
wern respoctivoly $37,068, 72 and §776,840.95; an increase in the
case of the state levy of 5.7 per ownt. The total increase of all
taxes of the fourth quarter over the second quarter was hut
®743,85.11 or 6.8 per cent. Subtracting the increase in miscel.
laneous and spocial taxes from the total inerense and the netun,
increase in the taxes per capita due to the added three-tenths of
of & mill was the sum of three conts.
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TABLE IL

Shneing State Taxes Collected, Janwary 1 to June 30, 189%6—Jansia d
to June 30, 1897.

+1 TO JUNE M, | JAN | TO JUNE 30, [ INCREASE. | FES
sornce or Tax, | JA%170d ! 1897

~DECHEASE.  |omwr,

Insurance . ceevanns]| B 124,125.128 | § I=gsacz | g -1.082.40 | —1.3
Telegraph............. 15,500.48 H20 —1. 898,90 | ~7.8
Telephone. ....... 4,905 00 555,00 #1800 | 125
Exproas 3,000.51 3,500.81 i
0B AT 54.704.11 AT | 4

s ALl L | —iaiL0e |58

' Bl | siE| 02
#5837 mase
s| =0
able Institutions 106,008 18 0,954 8 aoinoh | =
Hate Lery......... 74,080.08 T0,40.98 LS | 5T

Grand Total T immnw |8 Leidse s naAn | 83

. DISBURSEMENTS OF REVENUE.

The total disbursements of revenues from the Treasury dur-
ing the past two years in redemption of state warrants, issued
in accordance with the legislative appropriations, amounted to
1,89 5.08.  Of this sum $16,500 was paid out of the special
fund raised for the State University and %4,571,561.29 in the
cancellation of ordinary warrants, The balance of funds
remaining in the Treasury on June 80, 1897, was £47,756.68, of
which #11,085.72 belonged to the University fund and &86,072,96
to the Genernl Revemue. The total disbursements of General
Revenue, #4,367,561.20, does not, however, represent the total
appropriations authorized by the Assembly to be made during
the last period and for which the State Auditor issuned warrants,
This lack of correspondence between Treasury disbursements
and appropristions, as shown by state warrants drawn against
the Treasury, always occurs, varying more or less as to the
amount. This is due to the fact thut warrants issued during
the last month or two of the period are not all paid until the
ensuing period; sometimes because they are not presented for
payment: sometimes because there are not sufficient funds to
puy all warrants, as was the case from 1886 to 1800 and during
the past year. This fact should be kept in mind in studying
the tables which exhibit the Receipts and Disbursements.

The entire sum of warrants issued between July 1, 1895, and
June 80, 1897, reached $4,748,264.33,  Of this amount there was
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outstanding at the close of business, June 30t), unpaid warrants
ageregating $M47.500.73.  The major portion of the lstter,
#3604, 534.84 had been presented at the Treasury for redemption,
but owing to 4 shortage of funds had been endorsed and made
interest-bearing. The remainder, 883,665,587, the most of which
had been issued in the latter part of June, had not been for-
warded for payment, Concerning the Treasury deficit, its
nature and causes, more will be said in o subsequent section.

Before we can fully understand the relation of these appro-
priations to the present financial condition and prospects of the
Treasury, or appreciate their signiticance in our state budget,
itis essential that they be analyzed and classified, and compared
with those of former periods that we may learn their char-
acter, the direction they have taken, and wherein there has
been sn inerease, and where a falling off in state expenditures.
We must know what proportion has gone to the Institutions of
the state, what to the Civil List, and what to the payment of
the Incidental Expenses of the state government, in order to b
able to know what class of expenditures have played the most
important part in embarrassing the Treasury at this time.
There can be no real understanding of the financial or politiceal
yuestions involved, nor intelligent and enlightening discussion
of the subject of state financial issues until we do know just
where the public moneys have gone, and for what purposes
they have been ordered disbursed,

Between July 1, 1805, and June 80, 1597, there were warrants
drawn on the State Treasury in favor of State Institutions to
the wmonnt of $3,467,255.56, For the same period there were
issued to the Civil List, namely, the officers and em ployes of
the Judicial, Legislative and Executive branches, BTR0O,RTR. 012
while for Incidental Expenses the amountdrawn was £500, 120, 86,
Expressed in terms of percentage, the Institutions received 78
per cent of the fotal appropriations, the Civil List 16.4 per
cent and the Incidental Expenses requived 10,6 pereent,  These
fignres again nead to be further analyzed und the terms com-
prising them set out.

The state Institutions may be conveniently classified under
five general heads, Educational, Charitable, Penal, Reforma-
tory and Miscellaneons. (Sea Tables IV and V, in « hich each
institution is listed and classified under an appropriate head. )
To the educational institutions, the Agricultaral College, the
State University, the Normal School, Teachers’ Institutes, ete.,
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was appropriated $386,186.05. To the charitable institutions,
including those for the insane, doaf and dumb, feeble minded,
blind. orphans, soldiers, ete., was allotted 82,200,125, 82, noarly
one-half of the ontire state budget.  The apportionment made
to the penal institutions was BT, M2.04 and to reformatory
schools §176,222.87. To numwerons miscellaneous institutions,
such as thoe Fish Commission, State Library, Farmers' Institutes,
ote., eto., B215,218.78 was approprinted. Of the amount that
went to the Civil List, 8328 457.87 was for the Judiciary, #2582, .
USL05 for the Legislature, nud $100,440.40 for the Executive
department. The chief items making up the Incidental
Expenditures during the last two Years were the printing, bind-
ing, mnd stationery secounts, 8155,0040.98; the ocustodian's
expenses, Capitol repairs, janitors, ete., £103,800.65: and innu-
merable and unclassifiable expenditures which we may denom-
inate sundries, $240,375.95. For all of these items see Table
IV, Pt 1L

As in the case of the revenue col lections, we shull be better
able 1o realize the true significance of these items of ex pendi-
ture made by the state of Iown in the last fiscnl biennium if we
view them in the light of similar outlays in previous years, and,
65 in that inst . the deducti to be made will be fairly
accurate and comprehensive if we take for comparison the four
periods boginning with 1880- 1801, The comparison shows thut
the grand total of state expenditures has increased from £3,044, -
936.55 between 1850 and 1801 up 1o $4,745,264.93 during the
past two years, an increase of #1,704,2927.75, or 350 per cont,
The appropriations for the Civil List amounted to §i68, 410,08
in the first period and $780,578.01 in the Inst, 1805-97, an
incrense of $214,405.88, or §7.8 per cent.  The outlays author-
ized for incidental expenses of the state government were
#3086, 564.00 from 18891501, and $500, 129,58 between 18051897,
an increase in the eight years of 8191,5006.81, or 62.1 per cont.

The increase or decrease in exponditures as shown by sue-
cesslve periods may be profitably studied. The amount drawn
for institutions in 15%0-91 was 10,8 per eent greater than for
IB87-89. The incresse for 1591-92 was 12.5 per cent more; for
180895 it was only 5.1 per cent larger; but for the last period
the outlays ordered for institutions advanced 55 percent.  The
Civil List cost 8.9 per cent more from 1550-91 than it did the
two yoars previous. For 1881-93 the increase was slight, only
-4 per cent; the next period its cost was .4 per cent additional;
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while for 158597 owing to the extra session of the l.-‘{_n.slnl ure,
8.8 per cont more was expunded for the Civil List.  The Inci.
dontal expenses of the state government for 18886 01 nl.mw an
increase of 4.4 per cent; while for the next period, 1591-93,
thoy go up 1462 per cont, nearly two and a half tim s 18 much
a8 in the two years preceding. The reason for this sudden
ingrense wus In part the payment of the School Fund bonds,
204, 49= 01 ynd the expenses of the Jowa Columblan Commis-
sion, K110,000. The Incidental Expenses the next two years,
180305, woere 33,5 per cent less.  There was n further redue
tion in these outlays during the last period of .5 per cent. .

The apportionment of the funds of the state smang the Civil
List, the Institutions and® Incidental Expenses in the four
periods here considered is worthy of notice. Hetween 1558-81
the amount going to the Judiciary, Legislative and Executive
wis 150 per cont of the total budget: the next two years these
branches required only 15.6 per cent; there was a slight
inerease from 159800 to 10.5 per cent; and o decreuse in the
Inst period to 16.4 per cent.  Had it not been for the extra ses-
sion of the Legislature the proportion would have been but
138 por cent.  The great bulk of the people’s money goes, of
course, o our State Institutions. For 1850-01 71.2 per cent of
all appropristions were mnde for their support; in 1891 -ns_n.
fell off some, the proportion being 64.2 per cent; 1t rose again
in the next two years to 00.8 per cent; and still higher to 73
per cent in the st fiscal period.  The incresse in the relative
amount devoted to them in the past eight years has been 1.8
por cent. The Incidental Expenses oight yours ago required
102 por cent of all the revenues appropriated; in the last two
they took 10,6 per cent. In 15891-93, however, they absorbed
0.2 por cent, dropping to 13.56 per cent in 1893-95. Thus, com-
pared with the period of 1858-01, the people of lows during
the last two fiscal years pald more for the support of state
institutions, less for their governmental or clvil service, and a
alightly greater amount, four-tenths of one per cent, for Inci-
dentul Expenses.

The sctusl expenditures for the four periods taken above,
upon which the percentages given were caloulated, are pre-

1 In the ling table:
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Before one draws conclusions from the increased expendi
tures of the state exhibited in this showing, several points
should be noted. The figures for the lust period, owing to sev-
eral extraordinary events, were considerably. larger than they
would have been otherwise. X

The Legislature in 1596 voted (chupter 36, Acts of Twenty-
sixth General Assembly) that the Tressurers of the Insuwne
Hospitals could receive their regular allowances of funds in
advance instead of at the close of the quarter, us had been the
custom. This was done to enable the Superintendents to take
advantage of the murkets, and obtain discounts for cash pay-
ments in the purchuse of supplies.  This change, while o desir-
able und profitable one, added, nevertholess, very considerably
to the demands on the Treasury. It crowded five qua.rtnrl.\'
issues of warrants into the last fiscal year instemd of the nomu;l
number, four. This meunt that $107,521 was paid the lust
fiscal year which ordinarily would not have been disbursed
until the succeeding year or period.

The month of Avgust, 1800, seemed 10 be a fatoful one to
the state's institutions.  Losses, more or less serious, ocourred
to four by reason of fire or storm: to the Penitentinry at Ana.
mosa; to the School for the Deaf at Conncil Bluffs; to the Nor.
mal School at Cedar Falls, and the greatest of all 1o the Insti-
tution for the Feeble-Minded at Glenwood, the total estimated
losses sustained being placed st u trifle over E109,000, To
make good in some measure these losses there was appropri-
ated at the extra session of the Legislature %113, 888, Nearly
all of this amount, $112,900, was voted for the restoration of the
buildings at Glenwood.
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The chief unusunl outlay of the last period was thut neces
sitated by the revision of the code of laws of lows ordered
done by the Twenty-fifth General Assembly in 1894, The
r-xpens'-s- af the Code Commission in 1885-90 were &11,133.08,
lessening by so much the Treusury balunce on July I, 1805,
and in the first quarter of the period just ended, 180097, there
was disbursed §7,002.79 to the same commission and 84,867.81
for printing snd binding their report and proposed  code

(the ** Black Code’").  The cost of the extra session convened
ovision was

for the purpose of completing the work of
not o little: £150,064.70 was paid out for members’ salaries
and mileage, and for officers and clerks; and £21,195.49 was
expendod for extra printing, binding, Janitors, special appropri

ations, and for editing and snnotating the new revised code.
The sun total of disbursements from the Treasury on account
of, ur relating to, the revision of the code, including those for
|05 06, was £100,104.52, The necessity for this expense has
been traly extraordinuey; the need for such an outlay will not
come weiin for many years hence, as it has not ocemrred for a
quarter of & century since. But while necessary and event
ually highly bensficial, the immediate result was a heavy drain
on the resources of the Treasury.

Fionlly there was paid out during the past two years a trifle
aver &0,000 gu the Soldiers’ and Sailors' monument, an expend-
itore which properly belongs to the fiseal period of 1801-93. It
was in 1902 that the Legislature voted to erect the monument,
but no large payments were made on it until 1883-05 and 1895-97,
the state in the iuterim using the part of the direct war tax
refund devoied to the monument in the payment of current
ex} The expenditore of this money during the last two
yeurs obviously helped swell the Incidental Exponses, and the
grand total of disbirsements.  Further we may, not improp-
arly, include in these extraordinary expenditures of 1895-97
the £187,608 for the building of the new, large Hospital for the
Insane now in the course of erection at Cherokee; it is not
strictly in the nature of a ususl or current expense, but is onie
which, when the work is onee done, is done practically for
good and all time.

Summing up these extraordinary and, in some respoects,

unexpocted disbur ts of state revenue, we have o total of
020,062, 05 (or #2450,040.65 if we exclude those for the Cherokeo
Hospital) that were made in the last two years. Dedocting
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them from the grand total of appropriations made in the period
we would have had a marked reduction in the amount drawn
on the Treasury botwison July 1, 1865, and June 30, 1597, from
84,745,964.86 to #4,121,611.71, The latter amount is only 17.5
per cent greater than the appropriations for 1802 ‘.II'-.‘ The
reduction for the Civil List would have been £150,000 and
the increase of its expense over 1868-95 would have been
but 4.1 per cont instead of 28.8 per cent, The Incidental
Expenses would have heen £104,000 loss, making for the two
years o decroase of 20.6 per cent in this class of expenditures,
While for State Institutions, the increase over the period pre-
ceding would have been 17 por cont instead of 85 per cent.

These deductions when made in the comparison of the past
eight years show as marked results in the percentages. But
for these extraordinary outlays the incresse for the Civil List
in that time would have been but 11.3 per cent instoad of §7.8
per cent; for Institutions it would have been but 44.2 per cent
and not 69.7 per cont; and the cost of the Incidental Expenses
would have been only 282 per cent instead of 62.1 per cent
Ereater: while the increase on the grand total for the four
periods would huve been &1,075,675.78 in place of ¥1,704,228, 78,
a decline in the net increaso from 55,9 per cent to 49.5 per
cent.,

The facts just exhibited are set forth not for purposes of
extenuation, but simply in the way of explanation. They
should be fully taken into account in studying the financial
transactions of lowa's Treasury in recent years and in estimat-
ing the probable disbursements in future periods.  Conclusions
based upon the fiscal operntions of the last biennial period
alone, vither in ignorance or disregard of these extraordinary
expenditures, will prove erronecus and misleading. The
increase in state expenditures during the last period has been
almost ontirely for State Institutions. Over 1891-98 the relative
amount given to them has incrensed nearly 10 per cent, while
*? money ordered disbursed for Incidental Expensos has
deblined nearly one-half, And in spite of the extra session of
the Legislaiure the relative cost of the Civil List was only
eight-tonths of one per cont greater than in 1591-93; while
comparad WitthIhamorlhopullwymhu
uctually declined one-tenth of one per cent,

thhawldmurthnm!hyofllwdlnghﬂwm
0 society by making larger provision for the Reform Schools
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and for the Penitentiaries, of enlarging and improving the
facilities for bhousing and caring for the insane and feeble-
minded, of educnting the deafl and dumb and blind, of caring for
our old soldiers and their orphans, of increasing the scope and
work of our State Normal School and University and of our
Agricnltural College—as to the wisdom of such a finnocial
policy 1 shall not presume here to discuss it.  But for these
particular objects and othor institutions have been made the
great bulk, practically three-fourths of all the total expendi-
tures authorised by the peopie of the state of lows.

1L STATE BUDGETS SINCE 1573

Iowa's state finances have become the sphject of such spir
itexd public discussion and such interest to the taxpayers that
I have had propared an extended table (TV) giving o complete
axhibit of the bodgets for twenty-four years past, beginning
with 1578, The receipts for taxes and their disbursement for
appropristions are noalyzed and classitied, as far as practicable,
&0 that any citizen can soo st o glhince just how much and I‘rm.n
what source the state has obtained the revenue necessary fo
carry om its governmenial machinery and work, and how much
and in what direction the people’s money has been expended
during any fiscal period in the past quarter of & century. The
length of time covered represents the life of & political gener-
ation and will show quite sccurately the financinl operations
of the state authorized by the representatives of the people and
superintended by the officials of her elvil service. It is only
when we are able to view our state finances in rotrospect that
we can approviste the present or anticipate the future, It is
only by comparison of the present with the past that we can
intalligontly discuss the nature and relative importance of the
expenditures of today, The relative growth in the population,
wealth and the functions of government should all be studied
and compared.

The twbular schome adopted will, I trust, make munifost at
sight from what general source every dollar of public money
bas come snd on what genernl account it has been paid out,
Every form of tax is separated and all appropristions of rev-
enue aro classified so far as can be from the records of the
Treasury Department. Under each heading are given the
biennial and dvodecennial increase or decrease of taxes snd
disbursements or approprintions together with the same for
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the whole twenty-four years, both the absolute amount in dol-
lurs and the percentage of increase or decrease. There will
also be found the popualation and wealth for the twenty-four
years for use in comparison and in the last columns ot the
right of the table will be found the proportion in percentage
of all revenues collected from the taxpayers in the counties
and what has been obtained from corporntions and miscellane.
ous sources: also what has beon the percentage of the expend- |
tures approprinted by the Civil List: the proportion allotied |
to State Institutions and what has been absorbed in the Inciden S
tal Expensos. 1t is to be regretted that the taxes roceived 1? TOTAL [I ror
from railronds can not be separated from the !t(‘llll“ll!l(‘l?ﬂ of CENT. 'E i!l ‘:I‘J':!:ll_:'t‘ ht;::
revenue returned from the counties, but they are indistinguish- - !
able from the general receipts.  If those inspecting and com-
paring the sevoral showings of the table will remember the
reasons for the discrepancies that exist between the total dis-
bursemenis and the total appropriations the table will need '
neithor key nor guide. (See p. 16.) 1

Attention should, however, be directed to several striking
facts which are brought out in the table. The most remark-
able facts are those shown by the comparison of the growth in
population, wealth, and the “‘state levy.” Population increased
61 por cent in the twenty-four years and the state tax levy col-
locted in the counties kept about even paoce, not quite keeping
up, however, reaching 60 per cent: while the wealth of lows
has moanted up 163 per cent, nearly three times the increase
of population or taxes in the same time, The annoval per capita
tax sustained by the people is to-day but 3 cents greater than it
was twenty-four years ago, calculated upon the basis of the state
lovy, while the per capits taxes measured from the point of
view of the total of all taxes shows an inorease from 00 cents
in 1878 up to 8 cents in 1807, Consequently the incrouse of 30 f
conts, as it & not shown in the state levy, must have come !
from corporations and miscellaneous sources. This is further
proved by-the tages of | for the first twelve years

first twelve yoars and 10.0 per cont, nearly one-half less, in the

second; whoreus there are very marked increases in the revenue !

from the corporate and miscellaneous sources. Finally the

state levy hos increased but 60 per cent and the total taxes .
have nearly doubled, they being 116.3 per cent greater botween

189507 than in the fiseal period of 1878-75,

|
and for the second twelve, The state levy is 26.4 per cent in the |
|
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lan Part II of the table, giving the appropriations, will prove
sl aqually interesting and instructive. The total for the Civil
vod List s!ln\t':- an increase in both the twelve.year periods; and the
rig same is trne for the Judiciary and the Logislature. In the lat
of 1 ter instance, however, the extra session of the Twenty-sixth
bl General :‘I\ﬁ.-u-lml}i_\' explains the decided increase in its expense.
ol The decline in the incresse of the cost of the state offices is
s . over F:'li |»'I‘(‘“hl..i e, from 1015 per centin the first twelve years
to | o l.'l.;_- pc\'lr 1‘!'.“1 in the last twelve. The total appropriations for
al state I:I‘Nlliullfbllh show an increase in both the twelve year peri
#d @Is. Ihere is a decrease, howover, in the case of all instita-
=" tions except the charitable, in the second twelve years. The
abl !arg‘l‘a.i im,'ri',-uut of state appropriations for any one olass of
o .umlfl.ul.}nns in I.hlf twenty-four years has been for educational
0 institutions. Incidental expenses show proportionately larger
b h,\‘. far in t_h-- first twelve years than during the second.  Sun-
el dries, it will be seen, fall off greatly: this was due to the fact
that the costof building the capitol is incloded in the first seven
fiscal periods.
1a¢ The last columns on the right of both tables should be noted.
abj In 1878-706 county taxpayers contributed 91.5 per cent of all
o taxes, and corporations, ete., 8.0 per cent: in 156597 the coun-
ol 1 ties paid 86,9 per cent und corporations 13.1 per cent, a lessen-
log ing in the twenty-four years of 4.6 per centof the relative share
b | of tax burdens sustained by the people.
ha The columns in Part [T showing the relative amounts allotted
o8 to various expense tccounts of the state government oxhibit
| the fact that the Civil List cost less proportionately during
bt 1895-97 than twenty-four years ago; that Incidental Expenses
b | took #0.8 per cent of all the appropristions in 1678-75 and only
10.5 in the lust period; and that with one exception the Inei-
dental Expenditures of the state of Iowa were relatively less
during the period just closed than in suy other in the past
quarter of a century. The eolumn that shows where the
increasing proportion of the people’s money has gone is the
second one of that group, State Institutions. Tt shows almost
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u steady increase from 526 pyr cent of all appropriations in
1878-75 up to 78 per cont of wll authorized expenditures in
1895-97.

For purposes of further comparison 1 have hisd prepured
another table (V), supplementary to Table IV, which shows the
appropriations for ench and all state institutions, every one
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included in the classification in Part 11 Table V, wi + 3

percentage of increase, for five hivnininl pp‘rli': (llﬁu;(!:u:;-:]l:?_’\ﬂ;; 1y, 'PHE DEFICIRNCY 1IN FHE STATE'S RENENCED.
and 1595-07 inclusive. During the last biennial fiscal period the total re wipts of
TABLE V. General Revenue from all sources fell short of the amount
v ikthing : needed to meet all the demands made on the Treasury. The
_— -::._:._Ijlm__; i x{',m xr s Treasury balance on July 1, 1595, was #312,8564.41. The total
' _| ' E taxos received in the two years following which were applicable
5 y to the redemption of any and all general warrants Was 4,100,

£

5 : 5 870,84 (The special tax collectad for the State University is
g i £ E: not included here, as the receipts from it are set aside as a
- separate fund for the exclusive revenue of the University, and
w warrants drawn against it do not affect the general assets of
thi Treasory.)

The total general revenue available for appropriations dur-
ing the period amounted to #4,414,284.25. The sum total of
warranis drawn against the Treasury by the Auditor of State
in the same time footed up #1,781,764.38. There were outstand-
ing on July 1, 1805 unpaid warrants, which had been issued in
the period of 1503-95 but had not been presented for redemp-
tion, to the wmount of $73,050.25. The total linbilities of the
state government for the fiseal period of 1895-07, including the
interest charges on endorsed warrants of #10,347.44, was there
for, $1,726,062.02. These demands were met to the extent of
#4,877,001.20. There was thus outstanding on June 80, 1867,
#447,500.78 of unredeomed warranis. In the Treasury, how-
over, there was o cash balance of General Revenue of §56,672.-
98, The net deficit in the revenue of the state on the last day
of the list fiscal year was $410,527.77. As previously stated,
#368,504.84 i warrants had been presented und endorsed
becsuse of & lack of funds. The remaining warrants for $33,-
605.57 had not been sent in for redemption. But there should
be deducted from the amount given above, £44,085.70 of state
mmmhbqhqkdﬂncomwmm
June 80, m_mmug_Wmumw'mmm the
the state on that date was consequently ouly R306,741.06.

The ullnp::h.ﬂlhm in the past yesr have
already been shown o some extent, The chief cause, of course,
wis mm&ﬂnpmnhdﬂmmlevywm
the oprintions were made by the Twenty-sixth General
Assembly. But equally effective and, in my own opinion, of as
serious consequence, the uneven, uncertain, unbusinesslike
method by which the state of Towa obtains its revenue for
meeting its current and contingent expenses hus been o potent

rrre—r—
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factor in producing the deficit and necessitating extra tax bur-
dens to meet the interest charges incurred.
In accounting for the present financial embarrassment we
should fully understand the manner in which the state has
always made appropriations and the other equully important
fact, the course of the inflowing revenue, The Legislature at
the close of its biennial session, in addition to the regular
“standing " appropriations provided by laws of previous
Assemblies, always authorizes what is known s the 't axtra-
ordinary " appropriations, part of which are to become perma-
nent and part temporary. The major portion of the extraordi-
nary -appropriation acts are usually * deemed of immediste
importance " and take effect forthwith upon their publication
in two daily papers of Des Moines. All other such acts take
effect as provided by the constitution (Sec. 26) on July 4th follow-
ing the session. Now the revenue with which these increased
appropriations are to be met, if it does not happen to be in the
Treasury at the time, does not begin to come in until the follow-
ing year, and then it only arrives in monthly installments of
uneven and uncertain amounts continued throughout that year
and the next. Meantime warrants arve issuable against the
Treasury to meet the new appropriations deemed of “immedi-
ate " importance, and after July 4th, to meet all the others, Al
appropriations do not, of course, fall due all at onee, but are to
be drawn at intervals, more or less extended, throughout the
succeeding year or years, as the case may be, so that they will
correspond with the receipts of revenue.

The Twenty-sixth General Assembly in 1896 passed forty-
eight appropriation acts, thirty-five of which took effect “iimme-
diately,” the rest on J uly 4, 1896, Twenty-five of these acts
related to State Tnstitutions; they authorized by far the greater
part of the money appropriated at that time; and all but three
took effect between March 31 and May 6, 1896. The remainder
with the exception of the act providing for the Clerk funds of
the Civil List, pertain to the numerous miscellaneous small
expenditures for various objectsand persons. The Legislature
deemed it proper and wise to increase the appropriations for

State Insﬁtut&:u'somathtngovqr $770,000 more than the amount

voted for them by the Twenwlﬁ'i'ﬂ_: Assembly in 1894, The

issue of warrants for the appropriations began in most part
.wllh,___:m‘ very soon after, the passuge of the wcts, -~

- . TRE e
1897.] REPORT OF THE STATE TREASURER. =0

To meet these drafts on the Treasury the Assembly n-r:m-.mli
that the State Board of Assessment and Taxation, the Execu-
tive Conneil, should raise in 1867 21,400,000, and the same sum
in 1808, 'The Council in July, 1896, made u levy t:-f two and
seven-tenths mills on the state’s taxable property in order tul
raise the necessary amount, having to raise tlfu levy 1“’!}-?1'_'.11‘-11.'9
of n mill because of the decline of §5,000,000 in the smT.c.- 5 tax-
able valuation, But not a dollar of this levy came tr?to rJ_u-
Treasury until after January 1, 1887. The taxes rec-.:-wod in
1594 wn;v the returns from the two and one-half mill levy
nesessed in 1885, This fact, that the proeeeds of n state lavy
never come in until the year following llm_ date it m'ua made
should always be kept in mind; the nw‘rutghl of this fiscal
enstom has produced no little confusion in curvent popular

iscussion. )
dls’;"?::'-smnuunt of the State Levy collected from the counties
during the iast quarter, from January 1 w June 80, 1897,
over the same period in 1596, was only $41,684. [{0. (Sea Tublle
11.) This addition to the revenues we may u.sE:mbe to the addi-
tional two-tenths mill levy. The net increase in the taxes from
the Corporate and Miscellaneons sources was but $532,81, and
from the special levies for Charitable Institutions utmﬁ.ﬂﬁ. The
total smount of extea revenue received so far, with which to
meet the extra appropristions which began to be made a yeur
and nine months ago, his been $45,264.50. The _coliechons
from the State Levy this last quarter, as compared with the sec-
ond, fall short six-tenths per cent, or #5,909.86 when mensored
by the actunl sssessment.  The percentage of all revenues
received in the first hulf of the years 1805 and 1890 was 58 per
cent, and 42 per cent in the second half. The same proportion
we may assume for the present year. The extra two-tenths mill
will net the state, therefore, some £30,000 more-this year, fig-
ured upon 8 basis of $41,684.90. But judging from the pro-
eowds of the one-tenth mill returned for the State University,
#27,588.72, it is evident that the County Treasurers apportioned
mare to this tax than they should have done, if $41,684.90 isto be
taken as representing two-tenths of a mill. The product of this
ta.x,lman if it is more correctly apportioned hereafter, will prob.
ably fall short of the sssessment from %30,000 to 35,000
Obviously this small increase in the revenues available for

appropriations which were not to be received for nearly a year
after the appropriations began was not likely to prove suflicient
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to ward off financial embarrassment when there was such an
increase in the demands on the Treasury as we have seen
(pp. 20-22) unless there happened to he ample balances of
cash on hand, or in near prospect, upon which to draw.

The causes lesding up to the condition of embarrassment
experienced during the past fiscal year can now only be fully
appreciated by studying the course of the transactions of the
Treasury during the past two years.

The balance of General Revenue on hand July 1, 1895, was
$12,864.41. The total revenue from all sources received from
that date up to January 4, 1896, was $45,528.58, which, added
to the balance of July 1, 1805, equalled £1,158,677. 99, The dis-
bursements for this six months were $1,120,020.97. The avail-
able cash on hand in the Treasury January 4, 1896, was $38,-
648.02 of General Revenue, The outstanding warrants on that
date amounted to $88,064.45. The state had thus only §5,583.57
over and above its liabilities. This was just nine days before
the opening of the Twenty-sixth General Assembly convened
on January 13, 1896, .

The revenue collections from January 1stto July 1st reached
§1,187,607. 76, while the warrants drawn on the Treasury footed
up $1,086,826.24 for the six months. The balance in favor of
the state on July 1, 1596, being £96,055.00. But from this
time to July 1, 1897, the Treasury has been embarrassed for
funds. With the exception of the months of October, 18086,
and April, 1897, the collections of revenue have been in arrears
of warrants issued for appropriations, This state of things
was produced by several extraordinary causes — demands which
were in many respects unexpected. But even if the Treasury
has not been called on to meet extruordinary drains on its
resources it would still have been considerably embarrassed.

From the very outset of the last fiscal period the Treasury
experienced no little difficlty in meeting the state’s obligations,

In July, 1805, the recoipts of revenne were only $36,636.58,
while the warrants issued amounted to $208,117.64. The bal-

ing and the heavy receipts in October made it possible to avoid
endotsing warrants for interest in the next three months. But
it was only by resorting to several wukeshifts that the state
succeeded in avoiding embarrassment.  As I have pointed out
once before,the Auditor and Treasurer in 1805 were compelled
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1o ask the heads of the state institutions to be satisfied with a
purt of their warrants, which were legally due tlu-l‘n‘ and to
try to carry on their work with partinl payments. T Iu’_\: were
forced to make these requests because there was not in the
Treasury, at the time their warrants could have been legally
d led and pr ted, sufficient revenne to meet lhl'!ll, IHau'l
the superintendents and officials of our state insl-{ml-mns
ingisted upon their warrants in full, at the time avthorized I):\'
law, the Treasurer would have had to stamp them.'' This
necessity was forced on him in April and October of 1593, and
Japuury, 18068, The County Treasurers were called on t.u
vanticipate their monthly remittances ' and the state's deposi-
fories in Des Moines were asked to make temporary ud_vun_eeﬁ
of funds to supply the most urgent needs of the state institu-
tions, which they did without charge to the state.'"

The cause of the embarrassment in 1805 and 1896 was the
uneven and uncertain inflow of revenues into the Treasm:y to
meet the steady outgo of state funds to pay appmpriut.lm?s.
The state receives the great bulk, practically one-half of its
revenue, in two months, April and October, the other half
cames in during the other ten months of the year in very uneven
amounts.  Of the ten, the first three months of the year show
the largest collections, us the Insurance companies, Telegraph
and Telephone companies pay in their taxes, and the Fees are
wlso heavier in those months. The condition of the Treasury
in consequence of this uncertain inflow of funds fluctoates

tly.

gwl:mi: 1593 to 1895 the receipts of revenue exceeded the war-
rants drawn in four periods of three months mh_aad fell
below in the other four. In the last two years ret-.mpi? were
gmﬁar in but three periods and below the amounts drawn in five.
The irregularity of the income of the state is m_ora_prono&mmad
when we compare the months. The result of this seesaw in the
recaipts und demands is that even in years when tho levies are
sufticient ultimately to meet ull needs the stute may be embar-
rassed because of this unevenness in its receipts. Treasurers
have complained of this source of trouble for years, In 1893
the Treasurer reports:

This [the uncertainty us to the ability of the Treasury to pay clu!.] in true
to & greater or less extent with all our settl For il 'nm Jan-
anry 1, 1863, we had on hand #215,527.70, ineluding £150,000 Soldiers’ Monu-
ment Fund provided for by the Twenty-fourth General Assembly, while

"See my Report to the House of Representatives, Februury 7, 1806,
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nineteen days Inter had it nov boen for the $150,000 Monument Fund on hand
wtate wirrants o the amount of #84,515.00 would bave boen stamped * not
padd for want of funds.” = = *

The quarterly payments due July 1, 1863, October 1, 1803, and January
I, 18, would probably reduce our present balanes and the amount received
from October collections so as 1o render the first payment of salary to the
Twenty-fifth General Assembly when due extremely doubtful; and unless
the Legislature so amends the law that quarterly payments to state institu-
tlons will fall due thirty days later than now, there will not be sufficiens
revanue on hand April 1, 180, w0 pay their warrants whon presented.

The extension of the time of quarterly drawings for institu-
tions, as has been several times suggested, will relieve the Treas-
ury somewhat, but considerable study convinces me that some
more decided change ought to be made in the method of receiving
revenue. The uneven course of regeipts is itself a cause of
constant trouble, It is unbusinesslike. Revenue should come
in more evenly. The bulk of it should come in in large quar-
terly installments just before the quarterly drawings for insti-
tutions instead of, as now, in two monthly payments, six months
apart., This might be easily accomplished if a graduated scale
of discounts should be offered tax-payers for advance payments
of taxes with the pcnalties asat present for delinguencies, Or,
if this change cannot be made, then the state should separate
the state from the local sources of revenue, 5o a8 to insure more
regularity nnd provide the Treasury with a steady stream of
incoming funds. If neither of these plans can be realized, but
one of two thipgs remains to be done, one of which is likely to
prove unsatisfactory: One is to increase the state tax levies and
give the Treasury larger balances of ready funds, the other to
cut down appropriations within the state’s income. The pres-
ent way of allowing things to go on is both unbusinesslike
and costly.

These conelusions will perhaps be enforced und the variable
financial status of the Treasury of Iowa more fully realized if
Tables VI and VII are studied. They present by months,
quarter years, and biennial periods since July 1, 1508, the
Revenue Collections, Warrants issued on the s those
ndm«d,mdm:nlyl,m.lbmmhudmmr
lack of funds. The tables give a bird’s-eye view of the work
of the Department for four years.
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in 8255927100 for redemption, the interest on them ceasing
October #1, 1598, A month sand & half later, on December 13,
#120,450.76 mare was called in and paid.  The next call was on
March 20, 1897; it not being deemed advisable to call a large
smount bocause of the uncertainty ws to the expenses of the
oxtrn session of the Logislature, only 879,012 were canceled.
On May 7, following, #443,368.77 was ordered in, interest on
them ceasing.  The total amount of interest paid by the Treas-
ury on sll of these warrants wans $19,047.44.  The length of
time for which the stamped warrants drew interest was about
three months for the frst two calls, and for the last two it
ranged from six to eight months.  In the following table (VHI)
the calls of warrants, the dates at which interest coased, the
amount of the warrants, and interest paid, are set out:

TABLE VIIL
The Hedemption of Endorsed Wirrante

FRINCIFAL | INTEREST.

ImAEne | 8 ORI e
190,800 B0 RO | ..ooiicianian
T LI | § 150000
L - LT LT
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THE ENDORSEMENT AND SALE OF STATE WARRANTS.

On the failure of revenne 1o come in fast enough to meet the
demsnds on the Treasury, in July, 15806, and subsequently, the
state was compelled to endorse its warrants and make them
interost-boaring by stamping them ** Presented for payment,
from the date of which they drew 6 per cent until called in for

. The Treasurer is given foll discrotion with
respect to endorsement and redemption, Several problems
have presentad themselves in connection with this endorse-
ment of wurrants which should recelve consideration. Some
ohanges aro noedod in the law governing the jurisdiction of
the Treasurer of State at wach times of temporary financial
embarrassment.  The provisions of the code deseribing his
dutios aud powers are contained in sections 78 and 79:

SECTION 75, He shall pay o money from the trensury bit upon the
warrants of the Auditor, and only in the onder of their iemaner; or Il thers is
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oo money in the tressury from which such warrant can be paid, he shall
upon request of the holder, indorse upon the warrant the date of ;I.a pr--m-n:
tation, nnd sign it, from which time the warrant shall bear interest u!- the
rate of § per cent per annum, until the time directed in the next ;n-!.iuln =
Bec. 7%, He shall keep a record of the number and amount ul.' ti’m w‘
rants so prosented and indorsed for nonpayment, and when there are j'mn.ianr'
the treasury for theiv payment to an wmount suflicient to ronder it wekrisalie ImI
shall give notice to what number of warrants the funds will extend, o -“‘1'-.'
number which he will pay, by three insertions ina Ilut\‘s[mpor" nri.m:ﬁ ;
the seat of government; ut the expiration of thirty days from the Idn\-nil' LI?:-
:m?l'li“ntiun. intorest on the warrants so named as being payuable shall

As soon as it became necessar to stamp y 3
'.I:‘reauurer adopted and carried out uxy cunaistelit.i::.:l:]:s:' ::nh:-
l.!nshle the poliey of endorsing only warrants for state iua:titu-
tions, and of paying the warrants issued for the monthly .
roll of the state, comprising the judiciary, the depnrtmer::at.:l
officers, the clerical and manual employes, and for incidental
expenses. This plan was pursued for the reason that state
institutions, having warrants of large amounts issued to th
are much more advantageously sithated for negotiati t:“",
sale than are individual holders of warrants who woui_; oft:lr:
be unable to dispose of them except at considerable sacrifice

Further, when funds came in in excess of the amount uaedaci
to cover the pay-rolls, but not sufficient to Justify a call of out-
standing _lute_msbbear[ng warrants, the current issues of war-
rants tm-‘lusmutionu were redeemed on presentation. In this
way considerable interest charges were saved to the state; as
no warrants called in could have been paid inside of tht.rty
days, and the state meanwhile would have lost the use of its
money and stamped the new issues upon which interest would
iml_nediately begin to accrue—a saving in each case of two
months' int;-araat. Finally in the latter months of the fiscal
period a minimum amount was taken, of £1,000 or $500, aceord-

:'n: Ec‘)f ::e condition and prospects of the Treasury, below
s wu.-rnnh were redeemed and only those above it
This poliey of the department has given rise to some mi
h.umrstandmg. The warrants of the state drawing i::n»em«s;tnl

ve been much sought after by parties seeking safe invest.
'mm:hu.. _It.meral times happened that warrants were paid
when those presenting them wished them endorsed for interest,
*Sectlons 104 und 105, of Code of 1897,
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Serious objection was made, and in one instance u party seemed
to contemplate calling upon the courts to compel us to stamp
his warrants. It was claimed that warrants should be redeemed
“in the order of their issuance’” by the Auditor; and it was
also contended that if there were any funds in the Treasury
they should be applied in the redemption of previous outstand-
ing issues, and not in the payment of current issues.

In opposition to this view it was maintained that insistance

upon an absolutely literal interpretation of the clause ‘in the
order of their issuance’ meant the stoppage of the entire state
government, and a cessation of the work of our state institu-
tions. To attempt to pay warrants only in the numerical ovder
of their issue would be practically impossible. It frequently
happens that warrants ranging in amounts from a few cents to
hundreds of dollars are not presented for payment for months,
wnd even years. The state would literally be ““held up,”" its
wetivities and immense undertakings sospended, pending the
presentation of any insignificant warrants the holders of which
might forget, or purposely refrain from forwarding for collect-
ion. The law had ne such costly and absurd predicament in
view. Possible future diffieulty from this source has been pre-
vented by the substitution of the word * presentation’’ for
“issusnce’” in the new revision of the code.

To the objection made against our policy of redecming rather
than stamping current issues when endorsed warrants were
still unpaid, it was pointed out that once warrants had been
endorsed for interest beeause of a lack of funds the law leaves
it wholly to the option and discretion of the Treasurer as to the
time when he may deem it *advisable " to call in and redeem
the outstanding warrants. The saving of interest charges
alone was sufficient jnstification, for the course pursned in the
present instance, even if the law hiud been silent on the subject.

The law, however, is notexplicitin regard to the Treasurer’s-

range of discretion when the Treasury is embarrassed. The
policy of confining the endorsement of warrants to those issued
for state institutions was adopted on the Treasurer’s own
maotion; the interestsof all seeming to be best promoted in this
way. The law should be amended so as to allow him to dis-
tingnish classes of warrants. 1 strongly recommend that
whenever there is a failure of revenue, and warrants must be
endorsed for interest, the Treasurer be restricted as nearly as
practicable to the endorsement of those which are drawn for
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state institutions, with authority to establish o minimum below
which he need not endorse. The gains from such restriction
would be large.

It is highly improbable that there will ever be such a tre-
mendous falling off in revenues that it will be impossible to
redeem all the warrants issued for the pay-rolls. If the state
should restrict itsell to endorsing warrants of institutions it
would thus protect all holders of small warrants, and insure
full and prompt peyment to all its employes, who othorwise,
at times of great stringency in the money market, such as
occurred last fall prior to the olection, might be deprived of a
considorable percentnge of their wages or salaries in having to
sell their warrants st a discount to get needed money. Such
restriction as is here urged would greatly lesson the number of
the state’s warrants to be hawked about smong the banks, Loan,
Trust, and Secority punies, and brol , a8 the warrants for
the institutions can be drawn in large smounts, But the most
important advantage to be dervived is the pecuniary gain that
will seerne to the state. The rate of disconnt will be less when
money is hard to get, and the rate of premiom higher when the
money market is ensy and people sre anxious to find good
investments; and the state institutions, or the Treasury, will be
the gainer, according as the proceeds of the premivms received
are utilized. Other reasons for giving the Treasurer this
authority and diseretion will appear in connection with o plan
1o be proposed for the control of the sale of state warrants.

Daring almost all of the past fiseal year Iowa warrants
have sold st a premium because of the generul confldence
of investors in the credit and integrity of onr state government.
Not long since | addressed a lettar to the Treasurers of our
state institutions, asking them, for use in this report, to inform
“me as to the amount of premiums received by them from July
« 1, 1886 to June 80, 1897, wnd the maximum snd minimum rate
~of premium obtained. Nearly all replied to wy inguiries,
“courteously giving particulars. L
From their letters 1 learn that for & month or two prior to
the presidentinl election last November, when the stability of
our eurrency wus so seriously threatened, the institutions were

. Wmable lo realize on their warrants, except ut a discount, in

- some cases of a8 much as 2 per cent; that immediately after
- the election wurrants sold at a premium varying from 4 to 1
~per cent, the uverage rate for the year being about § per
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cent: that in several instances the Treasurers rm‘.ni.\'od no
at all, hing their warrants st par at their local
rumkﬁ. in some cases the Bourds of Managers \'Llliflﬂ. nof w
demand any premium because of fuvors rendered thoir Ifla‘tﬂ.ll-
tions by their banks in the past, and in other eases the Treas-
urers not being awnre that state wurrants vould be nf,ld at 0
premivm; thst but two institutions received any considerable
amount of premiums, one sbout £200 and the other *Irllnl: and
that there sosms to be doubt in the minds of s few just how
rominms should be applied, whether they are o be accounted
for and ntilized just ns are the progecds of mh_-u.uf produce or
manufacture, or they sre to be refunded to the Siate Treasury
ernl revenne.
md‘!‘ll::t?n::ﬂjzl“:::unght out and observations mude during
the past yeur make it clear that the state of lowa could have
oblained much more from the sale of its warrants than i! did.
1 am thoroughly convinced that the only feasible and satisfac:
tory way for the state to obtiin the grestest returns from the
sales of its paper is to tuke complute churge of the whole
m’;‘::'!‘rmurm of our state institutions, located for t.ha most
part in small towns and cities, are not always in a position to
Jmow the renl condition of the money markets; and their rela-
tions with local bunking institutions are usuully so intimnte
that for reasons of friendship, business connections, favors
rendered the institutions, or consideration of their po and
influence, they allow their hanks to take their warrants at par
and receive no premium, permiting the banks to obtain all the
gains that the possession, or sale, of » very high class of com-
mercial paper brings.  As @ rule such Jocsl banks are not able
to ensh and carry large endorsed warrants roaching from §20,-
000 10 860,000 in amount, and if they receive them they simply
sell them utnprm!nmmmmknwinrmwhm
kors, The banks may kuow that state warrants ave selling at
u premium, und yet be unable or unwilling to supply the insti-
tution situated in their locality with funds unless they can got
their warrants at o discount, or at par, and obtain the prewi-
ums for themselves; they may expect this favor in view of the
sorvices they have previously rendered, und Treasurers are
likely to grant the implied obligation. This Iatter view, how-
ever, while common and natorally held, is not sufficient justifi-
cation for the state's giving up all the pecuniary advantages to

.
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be reaped from full control of the sale of its warrants at times
of finuncial embarrassment. The fact that the banks are made
the depositories for the institutions and have large amounts of
state money in their possession most of the time, more than
compensates them for the occasional, indesd very rure, favors
they may be called on to do for the institutions. [ am glad to
be uble to enforee these observations further with the fact that
some of the Treasurors in their letters to me urged that they
! be relieved of the trouble of attending to the sale of their
warrants,

But more potent than all these reasons for the state’s taking
entire charge of the sales of its warrants is the fact that only
by so doing can it obtain the largest financial returns. The

eredit of lowa has ever been unimpeachable: repudiation has
i never blotted o page of our fiscal history, and our standing in
the money warkets ix high. lows warrants, with the excep-
tion of a short time lust fall, when no city, nor even state, in
the Union could obtain money, have sold at o premiom. Our
institutions have received as high as | per cent; but this was
after the commissions of the bankers and brokers, who acted
as middlomen for castern parties, had been deducted.  So that
the total premivms which might huve been obtained from the
sale of our wurrants, had we been able to negotinte directly
with investors, would have been almost, if not fully, 2 per
cent.  The totsl amount of warrants endorsed for interest dur-
ing the past year was $1,265,840.57. A premium of 2 per
cont on this would have been £25,800.46. The state could have
recoived this smount of premiums if the sale of warrants could
have been controlled by the Tressury Department. This is

time, Compared with the sum that might have been obtained
‘the amount the stats did receive was Insignificant.

But the state should have received every cent of premium
N;ﬁ_m‘hﬂhﬁ to obtain. The pressure of financial
: of the sale of warrants during the pust year I
uk it reasonably safo to say that the interest payments on
‘?'-. warrants redecmed conld have been more than
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wms. Provision should be made to enable the
waygo\'cmm“ F::l:t to secure all such returns in the hatnu:,
Temporary embarrassments, such as lows has been experi-
encing. and will experience for a short time, may oeonr at an);
penod Rovenue receipts may fall off from any one of severa
; estimates of i may be in excess of m‘::mI n;c-ui]:.u,
jiutions increase in accordance with estimates;
xat:il:ip;?:::i: as fires or storms, that destroy state property,
may bring unexpected drafts upon the Tronsury to make good
'l.he. Josses; and other unforseen expenditures, more or ‘loan
imperative in character, may cause casual d«ﬁcils._ The bt.:hm
Treasury was ombarrassed between 1880 and 1580 in much ;
same wiy that it hus been the past fiscal year, and for mur.k
the same reasons. In 1586, #661,208. 'h! woere stamped for I::ﬂ
of funds; in 1887, 2500,048.01; in IRSK, R000,860.02; in 188,
381,064,239, and in 1800, §149,003, the total :_mmnnt mdursoc}
for intersst in the five years being £2,888,074.69, The total
interest churges doring these years were #151,200. 14. Tl:ie
finaneial bistory of all states shows that be the budgetary mlai
mutes never so careful and conservative, and 't.lw ﬁnmm
administrstion never so efficient, deficiences will oceur v
floating indebtedness be incurred. It is, therefore, :mlyl Wz
purt of wisdom and sound finsuce to provide meuns for re
ing the oxigencies of the State Treasury #s much as possible
at such times, and to obtain the greatest possible returns from
of the state's obligations.
u";a::x:mmy urge that the law specifying the duties of the
Treasurer of State in the matter of endorsing warrants for
mlhm-ﬂw.mmdlﬁmmm
. to thoso issued for state institutions, w::
ve him charge of the disposal of such wanrrants:
heﬁ:e“mwwered to advertise for bids; that he be uguinﬂ
w in the presence of either the Governor
of State, or the Emuuv; Counndj’mt.l. :.:‘;
record of all bids be kept and filed; that he
endorsed warrants to the highest bidders; that he pay direct
into the Tressury all preminms so received to bo utilized as
revenue: the Auditor, however, to reapportion to those
institutions whose warrants may have fuiled to sell at par, pro
vata, the smonnt necessary to make up the full quota of their
: tions. llnrlhermggutmnnﬂmllmﬁut_m
months or a year be made before which stamped warrants will

|




42 REFORT OF THE STATE TREASURER. [A4

not be redeemed. Other incidental but necessary changes
need not be mentioned hero,
The separation of the warrants, and the redemption of all
those issued to officers, employes, and to private individuals
will greatly reduce the number of warrnnts endorsed, and will
ensble the stato to control the warrants for institutions and
obtain the promiums, which it could not do in case o those
which it is proposed to exelude from endorsement. The fact that
the Treasurer has charge of the sule, that he can advortise, and
deal more nearly directly with investors, will give full oppor-
tunity 10 all desiring excellent investments to bid, which is not
now the case, und induce sharper and more extensive eompeti-
tion and higher premiums. Higher prices will be offered for
warrants if the state guarantees a definite minimum durstion
for them to run, of at least nine months or a year. Unecertainty
as to the length of time their investment will continue deters
most investors from bidding us high as they otherwise would.
As u rule state warrants stamped for interest run from six to
nine months. The fact that the bulk of our revenue comes into
the Treasury in April and October tends to insure this length
of time. But if a definite time is guaranteed the investor will
be reckoning with u certainty, an exceedingly important factor
n finaneial calenlations, tending always in such transactions
o promote better offers for warrants. It is, in fact, slmost
neces ary to guarantee a definite time for warrants to run in
order to get capitalists to bid high.

I1 objection is made that the plan here proposed places too
much power in the hunds of the Treasurer, the answer is: The
Treasurer has always had more power than is here asked for;
he has had the suthority to endorse warrants for interest when-
ever the funds have run short, und be has had the authority to
~call them in for redemption whenever he desms it ** advisable;’
e has the power to injure or seriously involve the state; but he
is powerless to protect the Treasury or to obtain the best
prices for the state’s obligations when the revenues go delin-
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who press him to use his power and stamp warrants so um;
they may get a good investment, or defense agninst charges o

favoritism, or of arbitrary sction, or, even, of L'Iurl'upl.hrn
which parties dissatisfied with the policy he pursues in --mlurﬂ-.
ing warrants may bring against him. His power at sut'_h ‘Imll“rr
is Inrge, snd peculinrly liable to misuse, and, unless ]r‘n; is
hedged about with definite authority, protection und pub kl;.li-}“.
the stale may be at sometims seriously involved by a reckless,
indifferent, or corrupt official.

THE LAW TAXING COLLATEHAL INHERITANCES AND TS
ADMINISTRATION,

Another matter of great importance to which [ wis!| to direct
the particular attention of the General Assembly is the law
imposing u tax on collateral inheritances and the duties in rela-
tion thereto devolving upon the Treasuror of State. By the
provisions of this law (sections 4, 7, 9, 11, 14, 15, chuptor 28,
laws Twenty-sixth General Assembly) it has been made the
duty of the Preasurer to attend 1o the collection of the tex.
The statute, however, pl o large responsibility but fails
notably to provide the one charged with the work of nmmi.ing
the law with withority, power, or medns to sccomplish it in a
complete and satisfactory manner. Before the ’!‘reuum of
State ean properly supervise the execution of this important
Wﬂdmmmmﬁ:nlﬂpimwhﬂamm
e obtained from this source without in any way adding heavier
burdens to the active industries of the commonwealth, the
sent liw will have to be materially amended, particularly

im respeot to the administrative features of the statute.
By the provisions of this Iaw all estates passing to collateral
eirs, wxooeding ono thousand dollars (§1,000) after all debts
owing by the decedent have been deducted, ure taxed 5 per

 cent. 'This tax is appropristed entire by the state for its own

g6, Administrators, executors and trustees, as soon as they
are authorized to enter upon their duties or are wpﬂnhd;;.
themhmmuw(mmhahmmmor
real estate with the clerk of the court mmnaumlgdr;
the property. WNhln-tththhdr nppointmnm:”“
estute must be appraised and the tax caleulated upon o
of the appraisal. (%) Within six months they must Iou:
deseription of the real estate with the Treasurer, giving
tion and the parties to whom it passes. (12) As soon us the
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property has been appraised the admini ', BXece
trustee, or in cuse they have been d iﬂ:huru‘r:ml::::h:;(‘:; :‘::;.l 4
must file with the Troasurer of State s copy of such ap v
ment and the smount of the tax due the state, Ii!!} !l'r.m'
may be paid immediatoly by the devisee or legatee; but if‘j -
went is deferrved fifteon months from the date nf. n.1 misnlr”t.‘li;
court shall collect the tax by distress of sule.  (8) llh[:‘«use, how
over, of an estale passing to both direct and collateral heirs :
strangers to the blood, the duty of collecting the ﬁax o 1(1:
remainder is not definitely placed: the court, or the Trezoal:l :
may at_tend to the appraisement and collection. i"' In lh::;
latter umufncm the tax must be paid within sixty days; bot
at the expiration of that time it is unpaid the unurt,i: a t“ 0
with due process so much of the estate as may be nmasi:rm"
pay the tax. (4 and B) If a legucy or bequest is made th o
may be paid to the sdministrator, executor, trustee or Trea: -
:; I:;::;ﬂ:'nd‘ Liin un:n iti;:m delinguent either one may eol‘:::
cither having the option of applyin
i‘o]:‘;: t;i;‘l:; ﬁ l:::Iln amuﬁh of the propel‘lr_)’r. il'nymﬁ ::et:emml;;:
h are first mude ble
executor most be puid within a yez:.w n{ﬁ, ﬂ.wl -I‘ihﬁ:::.:' 14
puyable ultimately 1o the Treasurer of State. In the ﬁ:i:
of the code, soon to take effect, tkmmmmhﬂd;
'mndemln the law: the courts are allowed to give more time in
mh pay the tax if they deem it best. (1)
mmrm just given will afford an accurate notion of
—~ ilnpudujd the sdministrative features of the present Iowa
mumw collateral inheritances. A number of
g g mﬂnmﬁﬂdw
mmh . = force emphasizes the need of
To any one familiar with the necessities of eficient and
~serious. They muy be succinetly 'hdm" st i lswwm
g g yde asa lack of res .
ey Suc. arviemutia Sonwal, aw wpervialon. of the
;.-‘-.“.wlg.l*“.'._.lm. : . NO one m: no one W9 is held
hﬂb&m AF sense or in any definite manner, responsible
for the collection of the tax on collateral inberitances. The
or executor or trustee, tho judge of the district

e .
mm of the court, the Treasurer of State, ench at

oF at some stage in the process of the descent
ons 14671481, Tit. vil, ch. 4, Code of 1867,
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property is charged with something of responsibility: the

courts in the main, however, being given the major part of the

work of secing that the tax is eollected.  One official may act

it unother, who should have acted, falls to do his duty; but if

the first fuils, or refuses to act, the second can searcely accom-

plish anything because he knows little, or nothing, about the
1508,

The latter situation is
law lesves the Treusurer of State
appropriates the entire procosds of the tax, and especially as
the Treasurer of State is the only fisenl officor of the state
government mentioned in the act who is churged with any sort
of responsibility respecting the collection of the tax, it is fair
1o presume that the law contemplated giving +he Treasurer
sufficient. suthority snd power to enable him to attend to the
execution of this law in a thorough manner.

Hut the Legislature has failed to provide the Treasurer with
the authority, or the means, with which he can fully superin-
tend and compel the collection of this tax. He has no sufficient
rosouree for sscortaining when estales or hequests pass to
collsteral heirs, or strangers to the blood. If he does happen
to learn of such deseent he has no affective means given him of
soeuring a full and accurnie appraisement of the property and
prompt payment of the tax, siuce he can not attend to the mat-
wer himself, nor work I.hmshanwnhm-laulngentulm

: t acting in his name and by his authority. Adminis-
mmm‘ndmmm.mmmm of the
law, and no one has it especially put upen him to inform them;
but should they know of the law they may easily be derelict in
ﬁpwnwmmu information to the Treasury as
y{r,ﬁeuhmufthoummdmmmmmn The
olerk of the court may call their attention to the law, nnd like
tﬁwmummmwmwuwmm
mmﬂumumwmdmw
and the collsction of the tax. Yeb with the multiplicity of
affairs coming regularly within their jurisdiction it is not likely
that they, particularly the courts, will take the initiative in
socing that all the property, especinlly personal property, is
acenratoly listed, and returned snd appraised, or look sharply
after the payment of the tax with the law as it is. What is
mmmuldmhmﬁﬁhmmn
duties. Clerks o!uwhmnotmnlmdwnpm“ch

pricisely the condition in which the
Inasmuch as the state

¢ —

-
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f:ulhlmjml estates to the Treasury department except when
iLdII]llIIIH?I'Ilf.I)I'.-i and executors have failed to do so and have
been discharged, and then they simply report the appraisement
m.ui the amonnt of taxes due; and the courts are not charged
with the duty of compelling them to file their stul.emehﬁ-a
vm;.;p:l up;m complaint.
1e Treasurer does gain some knowledge of such e
subjoct to the collateral inheritance tax ‘I;a cam::;r ll:‘:;l:.::
needed information concerning them that will enable him to
act properly, except through the courtesy of the county officials
and the court. It is an act of grace on their part and not a
performance of an official duty such us the Treasurer can com-
pel by warrant of law. Should they neglect, or not desire, to
answer interrogatories, they can do so at their diseretion lm;ier
our present law.  As important as any of these—indeed more
lmpornmt—--?a the fact that as the statute now stands there is no
means provided for sustaining the expenses incident to the
Treasurer’s attending to the execation of the law, such as
sseerwiui!:g whether all property is correctly mpcrb'ad listed
and appraised, applying to the courts for writs, seeking tl;mugh
g‘f;::g ;;::l;[:ll a?m‘::dismlors to perform their duties relative
ent,
fanbe s s ‘::’mring and contesting suits that may
Consequently, while the law expects the Treas
to attend to the collection of the mhml inherm‘tfxmﬁ
!mls_to give him the requisite authority and means to perfo‘rm
this important duty fully and satisfactorily, He is unable to
learn when the rights of the state are not fulfilled, and it is
practically impossible to protect or enforce them when they
are evaded or infringed except at great and unnecessary
::g::sna. ‘When Ehget s fra reported he can not except by
B abisnone md t methods obtain a full knowledge
! premises in each case arising inder the law to enable
to act effectively and protect the interests of the Treasnry.
He cannot maintain or secure uniformity and system in the
hﬁpymman o t of property for the purposes of this tax and he
not given funds to defray the expenses of supervision and
litigation more or less involved. Sufficient proof of the truth
of these observations is afforded in the brief experience of the
mnm the law was passed last year. :
 The actwent into effect July 4, 1806. In th
been in force but five estates have been mpn:t’;.“ ?::ti;};::
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their value is, or what the Treasury will receive from them, it
is not possible to state at present. Settlement with heirs and
administrators has been suspended until we learn the nature of
& eourt decision §oon to be reached upon some contested points
relative to the first estate reported to the Department. The
total value of the real estate listed in the inventories filed by
administrators amounts to &46,020.50, This does not include
the personal property which in one instunce has nearly twice
the valne of the real estate. From the entire amount of these
ostates must be dedneted, of course, first the indebtedness of
the decedams, and, second, the £1,000 of exemption. In one
casé the debts bid fair to eat up the assets, leaving neither the
heirs nor the state anything, Assuming thut the exemption
applies to the estate as o whole and not fo the share of each
heir, and estimating the liabilities at, say one- third to one-half,
and deducting them, we have a taxable value of 45,000 or &35,
(00, according as the indebtedness varies, upon which the state
can levy H per cent, ohtaining $2,400 or &1,750.

The experience of the Department, brief sud meagre as it has
bean, brings ont prominently several important facts:

Firat. —Only five gstates were reported as passing to collat-
wral heirs in i year. This in u state the size of lowa, with a
population of over 2,000,000 of people, with wealth approxi-
mating now £8,000,000,000, is an shsurdly small showing. In
1806 thestataof Connecticut derived $135, 556,60 from 105 estates;
Massachusetts obtained $275,573.24 from 279 collateral succes-
sions; Pennsylvania received $051,942.350 from 2,085 estates;
New Jersey, $82,247.47 from 2, and New York, &1,265,078.38
from 1,628 estates, together with #776,105. 15 from 1,243 direct
successions.  The reesipts from such estates have been much

greater in some of these states in other years, as in’ Peunsyl-
vanis and New York in 1895, and great fluctuations will take
plage from year to yesr, but the number of estates probated

remnin about the sume.  These figures probably represent bt
from one-hulf to o third of the entire number of estates that
actually passed to collateral heirs, as the debts, exemptions
and expenses of transmission absorb about this proportion of
those reported, the state getting no tax from them at all. The
exemption is £500 in all of the states but C ticut, where
£1,000 is allowed, and in Pennsylvania, where £250 is the limit.
A recent investigation conducted by Mr. Horace Wadlin, Chief
of the Bureau of Statistics of Massachusetts, into the *Dis-
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tribution of Wealth,”" as demonstrated by the probate invento-
ries of that state, shows that from 1959 to 1891 25,900 estates
ware registered for probate, or an annual average of §,400,!

Now in proportion 1o the population there should be more

estates reported in Iowa than in California, Connecticut, or
New Jersey, nearly as many as in Massachusetts, and one-half
to three-fifths the number returned in New York and Pennsyl-
vania, In view of the fact that but five have been raturned
the only deduetion to be made is that such estates in lowa
have not been reported. There is no other conclusion. It was
practieally substantiated recently by a letter of an attorney to
the Treasurer: 1 know,"” he writes, “of an estate in which
there should go to the state of Jowa about £400 collateral
inheritance tax. * * * ® * * T .5 ina position to look
after this matter for you and would be pleased to do so on a
percentage of such an amount as would be equitable.”” The
department has heard nothing of this estate so far and letters
will have to be sent to several counties to find it.

Second.—The short experience of the department already
demonstrates the impossibility under the present law of estab-
lishing uniformity in the listing and appraisement of property,
and system and adequate control in the supervision of ﬂu;
tax collections. The matter of appraisement illustrates this in
a striking way. The first estate reported comprised valuable
properties in the city of Davenport and Scott county. The
first notice thut the depurtment received of thmmpergy was

the ‘‘assessed '’ valuation and not upon an ‘“‘appraised "
‘valuation. N’Mmoﬁmlﬂdﬁnl{mmﬁm
reported at $3.55 an acre and 320 acres in Towa county were
listed at $2.71 per acre, the latter farm being within a few
miles of Marengo. Such valuations for property located in
and richly endowed loonlitim in

g&hﬂm county whero valuations vanging from §24 to

 were given, from Carroll $25, and from Marion $14.4. T¢
degree these valuations correspond with &m
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values the Treasurer of State is unable to ascertain: and he
cannot learn, whether or not, the loeation and condition of
the lands justify such divergencies in the appraised valuations.
There is no one present especially representing the state when
such pstates are valued for purposes of collecting this tax;
and the sympathies of appraisers, selected as they usually
are from neighbors of the decedent, are naturally inclined
to fuvor the heirs of the deceasod, rather thun to see that
the state gets equitable tregtment.

Third,—The heirs of the first estate reported have put forth
the claim that the exemption of 81,000 applies to the share of
each heir and not to the estate us o whole. Thus, if there was
o property of a clear value of 220,000 over all liabilities, and
there were fifteen collateral heirs and legatees, all equally
benefited, the state, according to their contention, would only
hnve o right to 5 per eent of 85,000, or £250, instead of 5 per
cent of $19,000, or a tax of #8050, Whatever opinion the courts
muy hand down in regard to this case 1 think the law shonld
be amended s0 as to make the exemption apply solely to the
entire estute and not to individual allotments. This is muni-
festly just because it is the estate as 4 whole which the state
his protected for its owner by its police and judicial officers
and the tax or premium exacted upon the transfer of the prop-
erty to collateral heirs is to be regarded as applying to the
entire property which the state guards irrespective of the
nimber of heirs,'

These and other defects in the Town law imposing a tax upon
estates going to collateral heirs should be remedied. If the
Interaésts of the state aud the people are to protected and the
large revenue possitle from this source is to be obtained they
simply will have to be removed.  The officer charged with the
responsibility of executing this law will have to be given suffi-
cient power and means to accomplish it. I do not speak ill-
advisedly in this matter; an investigation of the laws and
experience of Massachuseits, New York and Pennsylvunia,
where laws taxing successions have been in foree for a num-

‘Since the nbhove wis writton Judge P, B. Wolfe of the Seventh Judicial
district has deli d an opini Ining the law und this view, deolar-
ing that the tax must be reckoned ¥pa, o i *and pot an
Y ussessed”™ valuation; that the exemption applies simply o the entire
estate and not to the shares of the hefrs.  The case may be appealed, how-
ever and other sults velating to the itutionality of the law may be
brought.

4
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ber of years, demonstrate conclusively the need of centralized
control, or supervision, of the administration of this law.
Massachusetts since 1881 has imposed a tax on collateral
inheritances. The law in many respects was similar to the
present lowa law in the provisions relating to the procedure
of execution. The Treasurer in his report for 1841 points ont
that the statute sctually had been inoperative, " owing to the
inability of the Treasurer to learn when estates had descended
to collateral heirs, and to the division of the responsibility of
collecting the tax among the administrators, executors and
trustees, the probute courts and the Treusurer. He declares:

It is not easy to uhderstand how the Tressurer s o know who has
died leuving un estate whole or in part taxable uoder this law. unless
information comes from the probute courts, where all estates of decedents
have ta go for power of administration. It seems to me the law needs some
supplementary logislation to make it effective. (1)

In his report for 1882 he again emphasizes the need of amend-
ments to the law of Massachusetts, going more into detail:

There ks o decided indisposition in the probate courts tointiinte the pro-
voeadings necessry to enable the Tressurer to know what tuxable estates
have appenred fn suid conrts, and the law is elear ouly as to the duty of
#uch vourts to file Inventories of such estates In this dopartment. v seems
Lo me that us all estates come Into the probate courts, nnd as the probate
courts under the net have jurisdiotion as 1o all questions arising under the
operation of the law, the probate courts should have the original determin-
ation of the fax to be paid on ench estate, and shonld certify the sane to
this department for eollection, which should be the only fupction of this
de]nrlmum under the law. * * * 1 therefore rocommend that the law

ded as to requi administrators and trustees of estites
0 rurplab to this probate court in which such estate i sattled all the fnfor-
mation peeded for d whether the estate, or any pirt of it, is taxa-
Ble, wnd i s0, how much: wnd providing that the probate eonrts shall in
enoh vase cortify to this department what taxes are due and payable, thut
the sume may be collected, (2)

nyxmwnmkammmmmmmm to such
an extent that a special clerk was placed in charge of it; but
g:’l’:mamﬁinoanﬂnna to urge modifieations of the luw.
says:

fl.‘hun mm on file in this department mmnl inmwﬂuat-
which sars to the regl might 1

: Mihenmartmddhmumhmrﬂmnuwn
_Mhmmﬁud returns to this offies,

L var Gensral (18915, p, 12 —
mz.m-b.»-a.
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In more than 00 of these cases no tax nor further information has been
received, and, while it is fale to presume that some of these ostates have
been redueed to the exemption limit, o very large proportion of the remain-
der may be sxpected to prove a souree of income. * % %

I eoncur in the opinlon of my preduvcessors, that i system of certifieation

of the tax should be adopted between this office and the probmte court; at
present we virtually receive what is tendered, and recelpt, on aceount,
therefor.

It wouild also seem advisable o provide the necessary means to sesure
the keeping by the registers of probate of a strict docket of all cases arising
in thelr respective counties, which would show the tinal disposition of ench
mutter. {3)

The expbrience of New York has been like that of Massa-
chiugetts. The observations of the State Comptroller upon some
of the problems of sdministration in New York are very per-
tinent to the question before us in lowa.

Bome surrogutes do not exhibit & disposivion w wid in the enforcement
of thise taxes. | belleve that there Is o large mmount of money due the
state in the different counties upon property and estates lisble to pay the
tax that have been permitted thus far to escape lability. A thorough exam-
innthon shoulid be made under diecction of this department of the records
il proceed ings of the severnl surrogntes’ courts xince the originel law was
enieted for the purpose of making discovery of property and estates that
sre Hiahle to pay these taxes and have thus far escaped taxation, und such
exuminations should be made at least onee in every two years. 1 have

horized such inutd 10 be made during the past year in several
colnties with satisfoctory results. (4)

Substantial amendments incorporating these and other
amendments had been made to the law by 1895, and in his
report for that year the Comptroller, Mr. James A. Roberts,
who has achieved noteworthy success in his execution of the
laws faxing suecession and collateral transfers of property,
writes as follows upon the successful outcome of inereasing
the administrative powers of those having the law in charge:

“T'he department foels that no inmuldmhl-u wrt.iou of this increase [of

taxes] wis due to the attention glven the L 1 of s, ‘b_y pre

tives of the departmint, pr ing thereby un under of estutes or

their complote escape of i | woems to d that

it is for the interests of this state, in iuhrge counties, to have a relinble
person to attend every spprafaml. * % 0

The last Liglslature smended ohnpur 309 of hka laws of lm glving the

il hority, with the app of the A , and a

Juuim of the Supreme Court of the judicial district in which the decedent

restded, to compromise and settle the amount of tax where controversies

141 Eepors (1806, 1 p, 18-17,
" mummwumrmlm P XXIX.
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have arisen, or may hereafter wrise, ss 1o the velationship of the benefici
w the former owner thereof. * * * The Legislature also m;\' ‘I:r_\‘
l_um]mmllur power, if he believes an appraisal, nssessment, or dete " i i
no::_huw been fruudulently, collusively or erronecusly |Imu!-> |{.|"II;’I ﬂ:—
HFJI:lI\‘-'l‘ ton to a Justice of the Supreme Court of the judicial :llulrirnlo
which the decedent resided for a reappraisal of the estate irmviciud tlh .
such applieation [s made within two years after the entry n.[ the ord :r I“
the surrognte, Soveral cases sre now pending under Il;is lnst, nume:l lw?
oty

and in one the report has been filed showi e B
e wing o tax due on over $200,000 of

'I"u secure the complete and accurate returns of property
subject to this tax that is necessary to the successful execution
of lowa’s inheritance law, greater administrative 1mwér and
(-qut.rul should be given the Treasurer of State, who, more pas-
ticularly, represents the state government in the enforcement
of this law. In attaining this objeect one of two plans rﬁa_}* be
i’o]luwm.‘l: or parts of both may be combined with good results.

One, in outling simply, is greatly to enlarge the powers of
the Treasurer, giving him authority to eall upon all clerks of
conrts, or judges of courts, for monthly and quarterly state-
]np.nts‘nr all properties probated in their local jurisdictions,
including descriptions of their character, and allowing him
power, if he deems it necessary or expedient, to attend to any
cuse in person, or through an agent, in order to see that

all property is properly listed and correctly appraised, and to
‘compel the payment of the tax. In other words, give the
Treasurer power to act directly and immediately rather than
as at present, in an indirect and roundabout wanner that i:;
both slow-going and expensive.

The other plan is to place the practieal work of collecting
the tax in the hands of the county officials, granting the
wcounties a commission, ur percentage, of 5 or 10 per cent on
the amount collected, as compensation for the trouble involved,
and as an inducement to them to be alert and active in enfore-
ing the law. This latter plan is in vogne in Pennsylvania,

Parts of both plans may be taken, however; the counties
may be given the work and the Treasurer still be permitted to -
axercise anthoritative supervision and control over the county
and testamentary officials. Judging from the experience of the
eastern states the best results follow when the officer who
represents the state is clothed with predominate authority to

« superintend the collections of the succession taxes. -
) Report ot Comptroller (1886, p. X111, '
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Thoere are grave constitutional objections, as well as admin
istrative veasons, sgainst burdening our courts with the duty
of looking after the execution of this law, as is the case in
some states, and is partially so in lowa. The work of collect-
ing the tex on inheritances is primarily executive or adminis-
trative in charaeter, and to impose it upon our judiciary is
directly against onr constitutional theory of the separation of
the executive and judicinl functions. In some recent instances
in the sast where administrative duties have been put upon the
courts, they have been declared unconstitutional because they
have violated this fondamental principle in our constitutional
law of separate powers. The enforcement of the law taxing
colluteral inheritances is distinctively a work of execution, and
should be performed entively by administrative officers. The
wourts shopld simply stand rveady 1o see that the law is
thoroughly and equitably carried out.  Otherwise confusion
and conflict will result,

1 have set forth the defects of the present law with some
detail and emphasized the need of several important changes
in its provisions becanse it seems to me that the state
hiis lost, ind so long s the law remains onchanged, will con-
tinue to lose 1 very large revenue which can be obtuined in a
wiy which bears the least hewvily of all tuxes collected from the
people. The property which goes to the collateral heirs comes
to them us an unexpected good fortune.  The tax collected from
such estutes in no way embarrasses the heirs.  They, as arule,
have not had, like direct heirs, sn expectancy upon which their
material condition depends, or upon which they may have
bused certain business enterprises or speculations.  Such
wenlth comes almost always as a gift, a piece of good luck, for
which they neither toil nor risk. From such estates, therefore,
thie state can obtain a very considerable revenue without infring-
ing or burdening current industry, without injury or incon-
venjenes to individuals, and with but little outlay or trouble to
the state. The state of New York has obtained in one year
from this source twice ss much revenue as the total annual
state taxes colleeted in the counties of Iowa amount to; Penn-

sylvania received one and one-half times, and Massnchusetts
about two-fifths of our annval state levy. There is no resson
why the stute of Towa in proportion to its populationand wealth
should not enjoy similar returns, and our state tax levies be,
by just so much, reduced, and the fiscal burdens of the people
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lightenad. Ce Juently 1 ing such revenue producing
qunlities, us this principle and mode of taxation does, it is
highly expedient to amplify the present law, and remedy its
defects so as to forestall the endless, loss, costly |
delays and litigutions which are inevitable with the law as it is.
Respectfully submitted,
Joux HemrrtorT,
Treasurer of State,

Saptembor 7, 1807,
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STATEMENT “B "—CONTINUED.
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STATEMENT “ B"—CONTINUED.

FROM WHAT COMPANY RECEIVED.
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STATEMENT “D.”
RECEIPTS FROM MISCELLANEOUB BOURCES.
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: STATEMENT “E.”
1 ‘ t with the State of Iowa, from July 1, 1895, to June 30, 1897, inclusive.
TEMPORARY. SCHOOL FUND.
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