NEW ISSUE

In the opinion of Bond Counsel, under existing law and assuming continued compliance with the Internal
Revenue Code of 1986, as amended, interest on the Bonds (which interest includes any original issue discount)
is excludable from gross income for federal income tax purposes and is not an item of tax preference Jor-
purposes of the federal alternative minimum tax imposed on individuals and corporations, although interest
on the Bonds will be taken into account in determining adjusted current earnings for the purpose of compuling
the alternative minimum tax imposed upon certain corporations. In the opinion of Bond Counsel, the Bonds
and the interes thereon are exempt from taxes imposed by existing Massachusetts laws, although the Bonds
and said interest may be included in the measure of estate and inheritance taxes and of certain corporation
excise and franchise taxes. See "TAX EXEMPTION" herein.

$200,000,000
THE COMMONWEALTH OF MASSACHUSETTS

General Obligation Bonds
Consolidated Loan of 1993, Series B

Dated: October 1, 1993 ' Due: October 1, as shown
on the inside hereof

The Bonds will be issued by means of a book-entry-only system evidencing ownership and transfer of the
Bonds on the records of The Depository Trust Company (“DTC"'} and its participants. Details of payments of
the Bonds are more fully described in this Official Statement. The Bonds will bear interest from October L,
1993 and will be payable on April 1, 1994 and semiannually thereafter on October 1 and April 1. The Bonds
are subject to redemption prior to maturity, as more fully described herein.

The Bonds will constitute general obligations of The Commonwealth of Massachusetts (the “Common-
wealth”) and the full faith and credit of the Commonwealth are pledged to the payment of the principal of and
interest on the Bonds. However, for information regarding certain statutory limits on state tax revenue growth
and on expenditures for debt service and regarding dedicated state income tax revenues, see “SECURITY
FOR THE BONDS” and “Appendix A — Commonwealth Information Statement” under the headings
“"COMMONWEALTH REVENUES — Limitations on Tax Revenues”, “COMMONWEALTH PRO-
GRAMS AND SERVICES — Debt Service” and "COMMONWEALTH BOND AND NOTE
LIABILITIES”.

The Bonds are offered when, as and if issued and received by the original purchasers, and subject 10 the
unqualificd approving opinion as to legality of Wamer & Stackpole, Boston, Massachusetts, Bond Counsel.
Certain legal matters will be passed upon for the Commonwealth by Palmer & Dodge, Boston, Massachusetts,
Disclosure Counsel. The Bonds are expected to be available for delivery at DTC in New York, New York, on
or about October 28, 1993.

October 19, 1993




THE COMMONWEALTH OF MASSACHUSETTS
$200,000,000
General Obligation Bonds
Consolidated Loan of 1993, Series B

Serial Bonds

Maturity © Amount Interest Rate Price or Yield
1994 $ 3,500,000 3 1/2% 2.60%
1995 6,855,000 3172 3.40
1996 7,090,000 3172 100
1997 7,355,000 312 3.65 i
1998 7,640,000 3 3/4 3.85 Ii
1999 7,955,000 3 7/8 4 :
2000 8,295,000 4 4.15 ,’
2001 8,650,000 , 4 1/8 4.25 :
2002 9,040,000 4 1/4 4.35
2003 9,455,000 43/8 4.45
2004 9,890,000 4112 4.55
2005 _ 10,360,000 4.60 4.65
2006 10,860,000 45/8 : 4 3/4
2007 11,400,000 4 3/4 4.85 '
2008 11,970,000 47/8 4.95 {
2009 12,580,000 47/8 5
2010 13,225,000 47/8 5.05
2011 13,900,000 47/8 5.10

$29,980,000 4 7/8% Term Bonds Due October 1, 2013 -- Price 96.70%

(accrued interest, if any, to be added)

FOR NEW HAMPSHIRE RESIDENTS: THESE SECURITIES HAVE NOT BEEN APPROVED OR
DISAPPROVED BY THE SECURITIES AND EXCHANGE COMMISSION OR ANY STATE SECURITIES
COMMISSION NOR HAS THE SECURITIES AND EXCHANGE COMMISSION OR ANY STATE SECURITIES
COMMISSION PASSED UPON THE ACCURACY OR ADEQUACY OF THIS OFFICIAL STATEMENT. ANY
REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE.
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No dealer, broker, salesperson or other person has been authorized by The Commonwealth of
Massachusetts or the original purchasers of the Bonds to give any information or to make any representations, other
than those contained in this Official Statement, and if given or made, such other information or representations must

" pot be relied upon as having been authorized by oither of the foregoing. This Official Statement does not constitute

an offer to sell or a solicitation of any offer to buy nor shall there be any sale of the Bonds offered hereby by any
person in any jurisdiction in which it is unlawful for such person to make such offer, solicitation or sale. The
information set forth herein has been furnished by the Commonwealth and includes information obtained from other
sources which are believed to be reliable, but is not guaranteed as to accuracy or completeness and is not to be
construed as a representation by the original purchasers of the Bonds or, as lo information from other sources, the
Commonwealth. The information and expressions of opinion herein are subject to change without notice and neither
the delivery of this Official Statement nor any sale made hereunder shall, under any circumstances, create any
implication that there has been no change in the affairs of the Commonwealth, or its agencies, authorities and
political subdivisions, since the date hereof, except as expressly set forth herein.
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OFFICIAL STATEMENT

$200,000,000

THE COMMONWEALTH OF MASSACHUSETTS
General Obligation Bonds
Consolidated Loan of 1993, Series B

INTRODUCTION

This Official Statement (including the cover pages and Appendices A and B attached hereto) provides
certain information in connection with the issuance by The Commonwealth of Massachusetts {the "Commonwealth™)
of $200,000,000 aggregate principal amount of its General Obligation Bonds, Consolidated Loan of 1993, Series
B (the "Bonds"). The Bonds will be general obligations of the Commonwealth, and the full faith and credit of the
Commonwealth are pledged to the payment of the principal of and interest on the Bonds. However, for information
regarding certain statutory limits on state tax revenue growth and regarding dedicated state income tax revenues,
see "SECURITY FOR THE BONDS" and "Appendix A-Commonwealth Information Statement" under the headin gs
"COMMONWEALTH REVENUES--Limitations on Tax Revenues", "COMMONWEALTH PROGRAMS AND
SERVICES--Debt Service” and *COMMONWEALTH BOND AND NOTE LIABILITIES"..

The Bonds are being issued to finance certain authorized cépitai projects of the Commonwealth. See "THE
BONDS - Application of Proceeds".

Purpose and Content of Official Statément

This Official Statement describes the terms and use of proceeds of, and security for, the Bonds. This
introduction is subject in all respects to the additional information contained in this Official Statement, including
Appendices A and B. All descriptions of documents contained herein are only summaries and are qualified in their
entirety by reference to each such document. :

- Attached hereto as Appendix A is the Commonwealth Information Statement, dated February 26, 1993,
as supplemented by the Information Statement Supplement dated October 19, 1993 (collectively, the
“Commonwealth Information Statement"), which contains certain fiscal, budgetary, financial, and other general
information concerning the Commonwealth as of its date. Exhibit A to the Commonwealth Information Statement
contains certain economic Jnformation concerning the Commonwealth.. Exhibits B and C to the Commonwealth
Information Statement contain the financial statements of the Commonwealth for the fiscal year ending June 30,
1992, prepared on a statutory basis and a GAAP basis, respectively. Appendix B attached hereto contains the
proposed form of legal opinion of Bond Counsel with respect to the Bonds.

THE BONDS

General

The Bonds will be dated October 1, 1993 -and will initially bear interest from such date payable
semiannually on April 1 and October 1 of each year, commencing April 1, 1994 (each an "Interest Payment Date"),
until the principal amount is paid. ‘The Bonds shall mature on October 1 in the years and in the aggregate principal
amounts, and shall bear interest at the rates per annum (calculated on the basis of a 360—day year of twelve 30-day




months), as set forth on the inside cover page of this Official Statement. The Commonwealth will act as its own
paying agent with respect to the Bonds.

Book-Entry-Only System. The Bonds will be issued by means of a book-entry-only system, with one bond
certificate for each maturity immobilized at The Depository Trust Company, New York, New York ("DTC"). The
certificates will not be available for distribution to the public and will evidence ownership of the Bonds in principal
amounts of $5,000, or integral multiples thereof. Transfers of ownership will be effected on the records of DTC
and its participants pursuant to rules and procedures established by DTC and its participants. Interest and principal
due on the Bonds will be paid in clearinghouse funds to DTC or its nominee as registered owner of the Bonds. The
record date for payments on account of the Bonds will be the business day next preceding an Interest Payment Dale.
As long as the book-entry-only system remains in effect, DTC or its nominee will be recognized as the owner of
the Bonds for all purposes, including notices and voting, The Commonwealth will not be responsible or liable for
maintaining, supervising or reviewing the records maintained by DTC, its participants or persons acting through
such participants. See "BOOK-ENTRY-ONLY SYSTEM".

Redemption

The Bonds maturing on or prior to October 1, 2003 are not subject to redemption prior to their stated
maturity dates. . '

Mandatory Redemption. The Bonds maturing on October 1, 2013 are subject to mandatory sinking fund
redemption on October 1 in each of the years and each of the principal amounts set forth below (the particular
Bonds of such maturity to be selected by lot) at a redemption price of 100 percent of the principal amount to be
redeemed, plus acerued interest to the redemption date; ' o '

Bonds Maturing October 1, 2013

Year Amount
2012 $14,615,000
2013 ' _ 15,365,000

The Commonwealth shall be entitled to reduce its mandatory sinking fund redemption obligation in any year
with respect to such Bonds by the principal amount of any such Bonds previously purchased or optionally redeemed
by the Commonwealth. ' ' B '

Optional Redemption. The Bonds maturing on or after October 1, 2004 are subject to redemption prior
to their stated maturity dates on or after October 1, 2003, at the option of the Commonwealth from any monies
legally available therefor, in whole or in part at any time, by lot, at the redemption prices (expressed as percentages
of the principal amount thereof), plus accrued interest to the redemption date, as follows:

Redemption Dates Redemption Prices
October 1, 2003 through September 30, 2004, inclusive 102%
October 1, 2004 through September 30, 2005, inclusive 101

October 1, 2005 and thereafter 100

Notice of Redemption. The Commonwealth shall give notice of redemption to the owners of the Bonds not
less than 30 days prior to the date fixed for redemption. So long as the book-entry-only system remains in effect
for the Bonds, notices of redemption will be mailed by the Commonwealth only to DTC or its nominee. Any failure
on the part of DTC, any DTC Participant, or any nominee of a Beneficial Owner of any Bond (having received




notice from a DTC Pariicipant or otherwise) to nollfy the Beneficial Owner so affected, shall not affect the validity
of the redemption.

On the specified redemption date, all Bonds called for redemption shall cease to bear interest provided the
Commonwealth has monies on hand to pay such redemption in full.

Selection for Redemprion. In the event that less than all of any maturity of the Bonds is to be redeemed,
and so long as the book-entry-only system remains in effect for such Bonds, the particular Bonds or portion of any
such Bonds of a particular maturity to be redeemed will be selected by DTC by lot. If the book-entry-only system
no longer remains in effect for the Bonds, selection for redemption of less than all of any one maturity of the Bonds
will be made by the Commonwealth by lot in such manner as in its discretion it shall deem appropriate and fair.
For purposes of selection by lot within a maturity, each $5,000 of principal amount of a Bond will be considered

a separate Bond.

. Application of Proceeds

The Bonds are being issued pursuant to the provisions of Section 49 of Chapter 29 of the Massachusetts
General Laws and bond authorizations enacted by the Legislature. The net proceeds of the sale of the Bonds will
be applied by the State Treasurer to the various purposes for which issuance of bonds have been authorized by the
Legislature. Any accrued interest payable upon original delivery of the Bonds will be credited ratably to the funds
from which debt service on the Bonds is paid and will be used to pay interest on the Bonds.

The purposes for which the Bonds will be issued have been authorized by the Legislature under various
bond authorizations and are included within the current five-year capital spending plan established by the Governor
(the "Capital Spending Plan"). The Capital Spending Plan, which is an administrative guideline and is subject to
amendment by the Governor at any time, sets forth capital spending allocations over the next five fiscal years and
establishes annual capital spending limits. The proceeds of the Bonds are to be applied in fiscal year 1994 to certain
projects included within the categories of capital expenditures contained in the Capital Spending Plan. See
"Commonwealth Information Statement" under the headings "COMMONWEALTH BUDGET, FINANCIAL
MANAGEMENT AND CONTROLS -- Overview of Capital Spending Process and Controls; Five-Year Capital
Spending Plan" and "COMMONWEALTH BOND AND NOTE LIABILITIES -- Authorized But Unissued Deht."

SECURITY FOR THE BONDS

The Bonds will be general obligations of the Commonwealth to which its full faith and credit will be
pledged for the payment of prlnClpal and interest when due. However, it should be noted that Chapter 62F of the
Massachusetts General Laws imposes'a state tax revenue growth limit and does not exclude principal and interest
payments on Commonwealth debt obligations from the scope of the limit. Tt should be noted further that Chapier
29, Section 60B, of the Massachusetts General Laws imposes an annval limifation on the percentage of total
appropriations that may be expended for payment of interest and principal on general obligation debt of the
Commonwealth. These statutes are both subject to amendment or repeal by the Legislature. Currently, actual tax
revenue growth and annual general obligation debt service are both below the statutory limits. See "Appendix A -
Commonwealth Information Statement” under the headings "COMMONWEALTH REVENUES -- Limitations on
Tax Revenues" and "COMMONWEALTH PROGRAMS AND SERVICES -- Debt Service", In addition, the
Commonwealth has pledged up to 15% of the Commonwealth's income tax receipts to secure approximately $1.24
billion of the Commonwealth's oulstanding Fiscal Recovery Bonds, the debt service on which amounts to
approximately $279 million per year in fiscal 1994 through 997, and $130 million in fiscal 1998, at which time
the Fiscal Recovery Bonds will be paid. See "Appendix A - Commonwealth Information Statement" under the
heading "COMMONWEALTH BOND AND NOTE LIABILITIES -- General Obligation Debt; Dedtcated Income
Tax Debt",




The Commonwealth has waived its sovereign immunity and consented to be sued on contractual obligations,
including the Bonds, and all claims with respect thereto. However, the property of the Commonwealth is not
subject to attachment or levy to pay a judgment and the satisfaction of any judgment generally requires legislative
appropriation. Enforcement of a claim for payment of principal of or interest on the Bonds may alsc be subject to
the provisions of federal or Commonwealth statutes, if any, hereafter enacted extending the time for payment or
imposing other constraints upon enforcement, insofar as the same may be constitutionally applied. The United
States Bankruptcy Code is not applicable to the Commonwealth. Under Massachusetts law, the Bonds have all of
the qualities and incidents of negotiable instruments under the Uniform Cowmnmercial Code.,

LITIGATION

No litigation is pending or, to the knowledge of the Attorney General, threatened against or affecting the
Commonwealth seeking to restrain or enjoin the issuance, sale or delivery of the Bonds or in any way contesting
or affecting the validity of the Bonds.

There are pending in courts within the Commonwealth various suits in which the Commonwealth is a
defendant. In the opinion of the Attorney General, no litigation is pending or, to his knowledge, threatened which
is likely to result, either individually or in the aggregate, in final judgments against the Commonwealth that would
affect materially its financial condition, "For a description of certain litigation affecting the Commonwealth, sce
"Appendix A - Commonwealth Information Statement" under the heading "LITIGATION".

BOOK-ENTRY-ONLY SYSTEM

The Depository Trust Company, New York, New York ("DTC"), will act as securities depository for the
Bonds. 'The Bonds will initially be issued exclusively in book-entry form and one fully registered Bond for each
maturity set forth on the inside cover page hereof, each in the aggregate principal amount of such maturity, will
be deposited with DTC.

DTC is a limited-purpose trust company organized under the New York Banking Law, a "banking
organization” within the meaning of the New York Banking Law, a member of the Federal Reserve System, a
"clearing corporation” within the meaning of the New York Uniform Commercial Code, and a “clearing agency"
registered pursuant to the provisions of Section 17A of the Securities Exchange Act of 1934, as amended. DTC
helds securities that its participants (the "DTC Participants") deposit with DTC, DTC also facilitates the settlement
among DTC Participants of securities transactions, such as transfers and pledges, in deposited securities through
electronic computerized book-entry changes in accounts of the DTC Parlicipants, thereby eliminating the need for
physical movement of securities certificates. DTC Participants include securities brokers and dealers, banks, trust
companies, clearing corporations and certain other organizations. DTC is owned by a number of the DTC
Participants and by the New York Stock Exchange, Inc., the American Stock Exchange, Inc. and the National
Association of Securities Dealers, Inc. Access to the DTC system is also available to others such as banks,
securities brokers and dealers, and trust companies that clear through or maintain a custodial relationship with a
DTC Participant, either dircctly or indirectly (the "Indirect Participants"). The rules applicable (o DTC and the
DTC Participants are on file with the Securities and Exchange Commission.

Purchases of Bonds under the DTC system must be made by or through DTC Participants, which will
receive a credit for the Bonds in the records of DTC. The ownership interest of each actual purchaser of each Bond
(the "Beneficial Owner") is in turn to be recorded on the DTC Participants’ and Indirect Participants’ records.
Beneficial Owners will not receive written confirmation from DTC of their purchase, but Beneficial Owners are
expected fo receive written confirmations of their purchase providing details of the Bonds acquired, as well as
periodic statements of their holdings, from the DTC Participant or Indirect Participant through which the Beneficiat




Owner entered into the transaction. Transfers of ownership interests in the Bonds will be accomplished by entries
made on the books of DTC Participants acting on behalf of the Beneficial Owners. Beneficial Owners will not
reccive certificates representing their ownership interests in the Bonds, except in the event that use of the book-entry
system for the Bonds is discontinued.

To facilitate subsequent transfers, all Bonds deposited by DTC Participants with DTC are registered in the -

name of DTC’s partnership nominee, Cede & Co. The deposit of the Bonds with DTC and their registration in the
name of Cede & Co. effect no change in beneficial ownership. DTC has no knowledge of the actual Reneficial
Owners of the Bonds; DTC's records reflect only the identity of the DTC Participants to whose accounts such Bonds
are credited, which may or may not be the Beneficial Owners. The DTC Participants will remain responsible for
keeping account of their holdings on behalf of their customers.

Conveyance of notices and other communications by DTC to DTC Participants, by DTC Participanis to
Indirect Participants, and by DTC Participants and Indirect Participants to Beneficial Owners will be governed by
arrangements among them, subject to any statutory or regulatory requirements as may be in effect from lime to
time,* S

Redemption notices shall be sent to Cede & Co. If less than all of the Bonds within an issue are being
redeemed, DTC’s practice is to determine by lot the amount of the interest of each Direct Participant in such issue
to be redeemed.

Neither DTC nor Cede & Co. will consent or vote with respect to the Bonds, Under its usual procedures,
DTC mails an omnibus proxy to the Commonwealth as soon as possible after the record date. The omnibus proxy
assigns Cede & Co.’s voting rights to those DTC Participants having the Bonds credited to their accounts on the
record date (identified in a listing attached to the omnibus proxy).

THE COMMONWEALTH WILL NOT HAVE ANY RESPONSIBILITY OR OBLIGATION TO THE
DTC PARTICIPANTS, THE INDIRECT PARTICIPANTS OR THE BENEFICIAL OWNERS WITH
RESPECT TO THE ACCURACY OF ANY RECORDS MAINTAINED BY DTC OR BY ANY DIC
PARTICIPANT OR INDIRECT PARTICIPANT; THE PAYMENT OF, OR THE PROVIDING OF NOTICE
TO, THE DTC PARTICIPANTS, THE INDIRECT PARTICIPANTS OR THE BENEFICIAL OWNERS; OR
WITH RESPECT TO ANY OTHER ACTION TAKEN BY DTC AS BOND OWNER,

Beneficial Owners of the Bonds will not receive or have the right to receive physical delivery of such
Bonds, and will not be or be considered to be owners thereof. So long as Cede & Co. is the registered owner of
the Bonds, as nominee of DTC, references herein to the holders or registered owners of the Bonds shall mean Cede
& Co. and shall not mean the Beneficial Owners of the Bonds. .

DTC may discontinue providing its services as securities depository with respect to the Bonds at any time
by giving reasonable notice to the Commonwealth. Under such circumstances, unless a substitute depository is
retained by the Commonwealth, Bonds will be delivered and registered as designated by the Beneficial Owners.
The Beneficial Owner, upon registration of Bonds held in the Beneficial Owner’s name, will become the
Bondholder. '

The Commonweaith may determine that continuation of the system of book-entry transfers through DTC
{or a successor depository) is not in the best interest of the Beneficial Owners. In such event, Bonds will be
delivered and registered as designated by the Beneficial Owners,

- The principal of and interest on the Bonds will be paid to DTC or its nominee, Cede & Co., as registered
owner of the Bonds. Upon receipt of moneys, DTC’s practice is to credit the accounts of the DTC Participants on
the payable date in accordance with their respective holdings shown on the records of DTC unless DTC has reason
to believe it will not receive payment on the payable date. Payments by DTC Participants and Indirect Participants
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to Bencficial Owners will be governed by standing instructions and customary practices, as is now the case with
municipal securities held for the accounts of customers in bearer form or registered in "street name", and will be
the responsibility of such DTC Participant or Indirect Participant and not DTC or the Commonwealth, subject to
any statutory and regulatory requirements as may be in effect from time to time. Payment of the principal and
interest on the Bonds to DTC is the responsibility of the Commonwealth; disbursement of such payments to DTC
Participants and Indirect Participants shall be the responsibility of DTC; and disbursement of such payments to
Beneficial Owners shall be the responsibility of the DTC Participants and the Indirect Participants.

The Commonwealth cannot give any assurances that DTC Participants or others will distribute payments
of principal of and interest on the Bonds paid to DTC or its nominee, as the registered owner, to the Beneficial
Owners, or that they will do so on a timely basis or that DTC will serve and act in a manner described in this

document.

THE INFORMATION IN THIS SECTION CONCERNING DTC AND DTC’S BOOK-ENTRY
SYSTEM HAS BEEN OBTAINED FROM SOURCES THAT THE COMMONWEALTH BELIEVES TO BE
RELJABLE, BUT THE COMMONWEALTH TAKES NO RESPONSIBILITY FOR THE ACCURACY
THEREOF. '

RATINGS

The Bonds have been assigned ratings by Fitch Investors Service, Inc., Moody's Investors Service, Inc.
and Standard & Poor’s Corporation. The rating assigned by Fitch Investors Service, Inc. for the Bonds is "A+".
The rating assigned by Moody's Investors Service, Inc. for the Bonds is "A”". The rating assigned by Standard &
Poor’s Corporation for the Bonds is "A+". . = :

_ Such ratings reflect only the respective views of such organizations, and an explanation of the significance
of such ratings may be obtained from the rating agency furnishing the same. There is no assurance that a rating
will continue for any given period of time or that a rating will not be revised or withdrawn entirely by any or all
of such rating agencies, if, in its or their judgment, circumstances so warrant. Any downward revision or
withdrawal of a rating could have an adverse effect on the market prices of the Bonds. : :

TAX EXEMPTION .

Bond Counsel is of the opinion that, under existing law, except as described below, interest on the Bonds
is excludable from gross income for federal income tax purpoeses and is not an item of tax preference for the purpose
of the federal alternative minimum tax imposed on individuals and corporations, but is includable in "adjusted
current carnings” of corporate holders of the Bonds and therefore will be taken into account in the computation of
the alternative minimum tax applicable to certain corporations. See "Appendix B--Form of Bond Counsel Opinion".
The Internal Revenue Code of 1986, as amended (the "Code"), imposes certain requirements and restrictions on
the use and investment of proceeds of state and local governmental obligations, including the Bonds, and a
requirement for payment to the federal government (called a "rebate") of certain proceeds derived from the
investment thereof. Failure to comply with the Code’s requirements subsequent to the issuance of the Bonds could
cause interest on the Bonds to become subject to federal income taxation, retroactive fo the date of their issuance.
On or before delivery of the Bonds to the original purchasers, the Commonwealth will provide covenants or
certificates evidencing that it will take all lawful action necessary to comply with those provisions of the Code that,
except for such compliance, would affect adversely the excludability of interest on the Bonds from gross income
for federal income tax purposes. Bond Counsel’s opinion with respect to federal tax consequences is conditioned
upon such compliance. :




The Code provides that interest on obligations such as the Bonds is also inciuded in the measure of the
environmental tax and the foreign branch profits tax imposed upon corporations and may be included in passive
investment income subject to federal income taxation under provisions of the Code applicable to certain 8
corporations, The Code further provides that interest on the Bonds may be includable in the modified adjusted gross
income of certain recipients of Social Security and Railroad Retirement benefits for the purpose of determining
whether a portion of such benefits shall be included in the taxable income of such recipients. In addition, certain
otherwise deductible underwriting losses of property and casualty insurance companies will be reduced by a portion
of the interest received by such companies on the Bonds and no deduction will be allowed for interest on
indebtedness incurred or continued to purchase or carry the Bonds or, in the case of a financial institution, that
portion of such institution’s interest expense that is allocated to inferest on the Bonds.

In the opinion of Bond Counsel, the Bonds and the interest thereon are exempl from taxes imposed by
eXisting Massachusetts laws, although the Bonds and said interest may be included in the measure of estate and
inheritance taxes and of certain corporation excise and franchise taxes, Bond Counsel has not opined as to the
taxability of the Bonds or interest thereon under the laws of jurisdiclions other than the Commonwealth.

For federal and Massachusetts income tax purposes, interest includes original issue discount, which with
respect to a Bond is equal to the excess, if any, of the stated redemption price at maturity of such Bond over the
initial offering price thereof to the public, excluding underwriters and other intermediaries, at which price a
substantial amount of all such Bonds with the same maturity was sold, Original issue discount accrues actuarily over
the term of a Bond. Holders should consult their own tax advisors with respect to the computations of original issue
discount on such accruals of interest during the period in which any such Bond is held.

On the date of delivery of the Bonds, the original purchasers will be furnished with an opinion of Bond
Counsel substantially in the form attached hereto as "Appendix B -- Form of Bond Counsel Opinion".

- OPINIONS OF CQUNSEL

The unqualified approving opinion as to the legality of the Bonds will be rendered by Wamer & Stackpole
of Boston, Massachusetts, Bond Counsel to the State Treasurer. The proposéd form of the opinion of Bond Counsel
relating to the Bonds is attached as Appendix B. Certain legal matters will be passed upon for the State Treasurer
by Palmer & Dodge of Boston, Massachusetts, as disclosure counsel to the State Treasurer.

SALE AT COMPETITIVE BIDDING

After competitive bidding on October 19, 1993, the Bonds were awarded to a group of underwriters (the
“Underwriters") managed by Goldman, Sachs & Co., CS First Boston Corporation, State Street Bank and Trust
Company and Shawmut Bank, N. A. The Underwriters have supplied the information as to the public offering
yields or prices of the Bonds set forth on the inside cover heréof. If all of the Bonds are resold to the public at such

_ Yyields or prices, the Underwriters have informed the Commonwealth that they anticipate the total Underwriters’

compensation to be $1,217,000. The Underwriters may change the public offering yields or prices from time to
time. ' ' '

FINANCIAL ADVISOR

Public Resources Advisory Group, New York, New York, served as financial advisor to the
Commonwealth with respect to the issuance of the Bonds. The financial advisor has assisted in the preparation of
this Official Statement and in other matters relating to the planning, structuring, and issuance of the Bonds and has
provided other advice. Public Resources Advisory Group is a financial advisory and consulting organization and
is not engaged in the business of underwriting, marketing, or trading municipal securities or any other negotiable
instruments.




MISCELLANEOUS

Any provisions of the constitution of the Commonwealth, of all general and special laws and of other
documents set forth or referred to in this Official Statement are only summarized, and such summaries do not
purport to be complete statements of any of such provisions. Only the actual text of such provisions can be relied
upon for completeness and accuracy.

All estimates and assumptions in this Official Statement have been made on the best information available
and are believed to be reliable, but no representations whatsoever are made that such estimates and assumptions are
correct. So far as any statements in this Official Statement involve any matters of opinion, whether or not expressly
so stated, they are intended merely as such and not as representations of fact. The various fables may not add due

to rounding of figures.

The information, estimates and assumptions and expressions of opinion in this Official Statement are subject
to change without notice. Neither the delivery of this Official Statement nor any sale made pursuant to this Official
Statement shall, under any circumstances, create any implication that there has been no change in the affairs of the
Commonwealth or its agencies, authorities or political subdivisions since the date of this Official Statement, except

as expressly stated.

-

CONTINUING DISCLOSURE

For information concerning the availability of certain fmancial.information from the Commonwealth, see
"Appendix A -- Commonwealth Information Staterent” under the heading "CONTINUING DISCLOSURE",

AVAILABILITY OF OTHER INFORMATION

Questions regarding this Official Statement or requests for additional financial information concerning the
Commonwealth should be directed to Kenneth Olshansky, Director of Debt Management, Office of the Treasurer
and Receiver-General, One Ashburton Place, Twelfth Floor, Boston, Massachuseits 02108, telephone (617) 367-
3900, or C. Christopher Albesti, Director of Debt Finance, Executive Office for Administration and Finance, Stale
House, Room 373, Boston, Massachusetts 02133, telephone (617) 727-2040. Questions regarding legal matters
relating to this Official Statement should be directed to George E. Curtis, Esq., Warner & Stackpole, 75 State
Street, Boston, Massachusetts 02109, telephone (617) 951-9000.

THE COMMONWEALTH OF MASSACHUSETTS

By_/sf Joseph D. Malone
Joseph D. Malone
Treasurer and Receiver-General

By_/s/ Mark E. Robinson
Mark E. Robinson
Secretary for Administration and Finance

October 19, 1993
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THE COMMONWEALTH OF MASSACHUSETTS

INFORMATION STATEMENT SUPPLEMENT

October 19, 1993 '

 This supplement to the Information Statement of The Commonwealth of Massachusets {the
"Commonwealth"), dated February 26, 1993 (the "Commonwealth Information Statement"), is dated October 19,
1993 (the "October 19, 1993 Supplement”) and contains information which updates the information contained in the
Commionwealth Information Statement. The October 19, 1993 Supplement and the Commonwealth Information
Statement must be read collectively and in their entirely in order to obtain the appropriate fiscal, financial and
economic information concerning the Commonwealth through October 19, 1993. All capitalized terms not otherwise
defined in this October 19, 1993 Supplement shall have the meanings ascribed to them in the Commonwealth
Information Statement. -

RECENT DEVELOPMENTS

Fiscal 1994

On July 19, 1993, the Governor signed into Jaw the fiscal 1994 budget. As signed by the Governor, the
budget authorizes approximately. $15.463 billion in fiscal 1994 expendlturcs The Legislature had originally
approved 4 fiscal 1994 budget with appropriations totallmg $15.545 billion. The Governor exercised his authority
to veto and reduce individual line-items and reduced total expenditures by approximately $82.4 million in order to
bnng the fiscal 1994 budget mto balance and to fund fiscal 1993 appropriations contmued into fiscal 1994 and
certain othér fiscal 1994 axpendltures which the Govemnor beheves will be necessary. Total budgcted expenditures
and other uses for fiscal 1994 (excludmg any supplemental appropnatlons) are currently estimated to be
approximately $15.500 billion. On September 24, 1993, the Governor filed a supplemental appropriations bill
recommending $75.4 million in fiscal 1994 appropriations. The Governor had previously filed on June 28 and
August 25, two other supplemental appropriation bills totalling $34.0 million to fund certam collective bargaining
agreements. The Legislature has not yet acted upon any of these bills.

' Budgeted revenues and other sources to be collected in fi seal '1994 are currently estimated by (he Execulive
Ofﬁce for Administration and Finance to be approx1mately $15.483 billion. This amount includes estimaied fiscal
1994 tax revenues of approxnmately $10 560 billion, which is approxlmately $630 million higher than estimated
fiscal 1993 tax revenues of appronmately $9.930 billion. The fiscal 1994 ‘tax revenue amount represents the
$10.540 billion consensus tax revenue cstlmate _|ou1tly endorsed by the Sccretary for. Administration and Finance
and the Chairmen of the House and Senate Ways and Means Comrmltees in connection with preparation of the fiscal
1994 budget, plus $20 million of additional tax receipts cxpected to be received from a one-year tax amnesty
program mandated by the fiscal 1994 budget Piscal 1994 non-tax revenues are currently estimated to be
approximately $4.923 billion (as comparcd to $4.731 billion ‘of estlmated fiscal 1993 non-tax. revenues), which
amount includes approximately $39.9 million in additional federal matching funds for Medicaid and Emergency
Assistance not included in previous revenue estimates. In addition, any fiscal 1993 appropriations reauthorized for
fiscal 1994 will be funded by an 1denllcal amount in revenues carrled forward. from fiscal 1993 and reserved for
such reauthorized expendltures

On July 19, 1993, the Secretary for Administration and Finance instituted a hiring freeze on all executive
branch agencles to help ensure that agency expenditures remain within their fiscal 1994 budget authorizations. The
hiring freeze is being lifted on an agency by agency basis as each agency and the Executive Office for
Administration and Finance reach agreement on the actions such agency will need to take to stay within its fiscal
1994 budget. On August 16, 1993, the Executive Office for Ad{mmstratlon and Finance announced that
approximately 1,280 staté employees would be laid off in the near future, in addition to approximately 350
employees already laid off in fiscal 1994, Approximately 320 of the positions were eliminated in order to keep




expected fiscal 1994 expenditures within current appropriations. The services provided by the balance of the
positions are expected to continue to be provided, but by private vendors. The affected agencies include the
Department of Mental Retardation (approximately 914 positions), the Department of Public Health (approximately
189 positions), the Department of Mental Health (approximately 132 positions), the Department of Employment and
Training (approximately 360 positions) and the Highway Department (approximately 33 positions). It is uncertain
whether additional cutbacks in personnel and programmatic costs will be required in order to maintain a balanced
budget for fiscal 1994,

The fiscal 1994 budget is based on numerous spending and revenue estimates, the achievement of which
cannot be assured. To date, the Legislature has overridden $20.9 million of the Governor's vetoes relating to the
fiscal 1994 budget. The override of additional line-item vetoes has not yet been considered by the Legislature and
it is possible that the Legislature may vole to override such vetoes later in fiscal 1994, See "Commonwealth
Information Statement" under the heading "1994 FISCAL YEAR" on page A-20.

In addition, on August 11, 1993, in response to the tax increases contained in the federal budget plan
recently enacted by Congress and signed into law by the President on August 10, 1993, the Govemnor proposed a
variety of state tax reductions aggregating approximately $207 million annually. The Governor’s proposal would
lower the Commonwealth's income tax rate from 5.95% to 5.85% (currently estimated to reduce annual income
tax revenues by $70 million) and reduce the Commonwealth's gasoline tax by 4.3 cents per gallon from 21 cents
per gallon to 16.7 cents per gallon. (currently estimated to reduce annual gasoline tax revenues by $118 million).
Other changes would increase certain deductions for elderly taxpayers and raise the thresholds for payment of
income tax by certain taxpayers. The Govemor’s proposal, which assumed an October 1, 1993 effective date,
estimated that fiscal 1994 tax revenues would be reduced by approximately $124 million. The Governor also intends
to recommend upon passage of the tax reductions various fiscal 1994 spending reductions aggregating $124 million.

On June 8, 1993, the Legislature adopted comprehensive education reform legislation, which the Governor
s1gne.d into law on June 18, 1993. The Executive Office for Administration and Finance expects this legislation will
require annual increases in expendlturcs for education purposes above fiscal 1993 base spending of $1.289 billion
of approximately $175 million in fiscal 1994, $414 million in fiscal 1995 and $662 million .in fiscal 1996.
Additional annual increases are also expected in later fiscal years. The fiscal 1994 budget as signed by the
Governor includes $175 million in appropriations to satisfy this leglslatlon See "Commonwealth Informatlon
Statement" under the heading "1994 FISCAL YEAR" on page A-20. '

On June 15, 1993, the Supreme Judicial Court decided McDuffy v. Robertson and Levy i!._ Weld by ruling
that the Massachusetfs Constitution imposes an enforceable duty on the Commonwealth to provide adequate public
education for all children in the Commonwealth and that the Commonwealth is not currently fulfilling this
constitutional duty. However, the court also ruled that no present statutory enactment is to be declared
unconstitutional. The court further ruled that the Legislature and Governor are to determine the necessary response
to satisfy the Commonwealth’s constitutional duty, although a single Justice of the court may retain jurisdiction to
determine whether, within a reasonable time, appropriate legislative action has been taken. It cannot now be
determined what action, if any, the plaintiffs in McDuffy may take in response to this decision or whether the court
will order any further relief. See “Commonwealth Information Statement” under the headmg "LITIGATION --
Comionwealth Programs and Services" on page A-55.

On July 1, 1993, the Governor proposed certain amendments to the education reform legislation, which,
among other things, would modify the spending requirements imposed on cities and towns under the legislation.
The amendments are not expected fo have any material fiscal impact on the Commonwealth.

Fiscal 1993

‘The Commonwealth is in the process of closing its fiscal 1993 financial records. On September 15, 1993,
the Comptroller issued the Preliminary Financial Report of the Commonwealth containing financial information for
fiscal 1993. Financial information for fiscal 1993 contained in this October 19, 1993 Supplement is based upon such
Preliminary Financial Report and is unaudited. Audited financial information is expected fo be published in January,
1994.




Budgeted revenues and other sources for fiscal 1993 totalled approximately $14.661 billion, including tax
revenues of $9.930 billion. Total revenues and other sources increased by approximately 6.2% from fiscal 1992
to fiscal 1993, while tax revenues increased by 4.7% for the same period. In July, 1992, tax revenues had been
estimated to be approximately $9.685 billion for fiscal 1993, This amount was subsequently revised during fiscal
1993 to $9.940 billion.

Commonwealth budgeted expenditures and other uses in fiscal 1993 totalled approximately $14.712 billion,
which is $1.296 billion or approximately 9.7% higher than fiscal 1992 expenditures and other uses.

On August 19, 1993, the Governor signed into law legislation that includes approximately $81.6 mitlion
of fiscal 1993 supplemental appropriations ($28.3 million of which will be spent in fiscal 1993 and $53.3 million
of which has been authorized to be continued into fiscal 1994), authorizations of approximately $16.3 million of
previous fiscal 1993 appropriations to be continued into fiscal 1994 and $32.5 million in new fiscal 1994
appropriations. According to the Preliminary Financial Report of the Commonwealth relating to fiscal 1993, the
ending fund balances of the budgeted operating funds of the Commonwealth for fiscal 1993 aggregated
approximately $498.1 million. :

As of Tune 30, 1993, the Commonwealth showed a year-end cash position of approximately $622.2 million,
as compared to a projected position of $485.1 million. See "Commonwealth Information Statement” under the
headings "FINANCIAL RESULTS -- Selective Financial Data -- Statutory Basis" on page A-12 and "1993 FISCAL
YEAR" on page A-17.

Fiscal 1992 -

On June 23, 1993, the office of the Comptroller of the Commonwealth concluded an analytical review
which determined that certain accounting entries for fiscal 1992 pertaining to the Commonwealth’s Unemployment
Compensation Trust Fund were not precise. Certain amounts totalling $416.2 million, previously accounted for and
reported in the audited financial statements as loans from the federal government, were determined to have been
revenues, primarily federal grants under the Emergency Unemployment Compensation program enacted by the
United States Congress during fiscal 1992, The Commonwealth’s Comprehensive Annual Financial Report, and
other reports related to the state single audit for fiscal 1992, are being restated accordingly. The effect of this

restatement will be to decrease liabilities (loans from the federal government) and to reduce the fund deficit in the

Unemployment Compensation Trust Fund as reported at June 30, 1992, This adjustment is restricted to the
Unemployment Compensation Trust Fund and does not affect the budgeted funds of the Commonwealth. The
Commonwealth’s financial statéments (Exhibits B and C of the Commonwealth Information Statement dated
February 26, 1993) have been restated accordingly. The revised pages include pages Exhibit B-2, B-3, B-5 through
B-8, B-43, and pages Exhibit C-2, C-3, C-5 through C-8 and C-63. See "EXHIBIT A - ECONOMIC
INFORMATION -- Unemployment Compensation Trust Fund". ) '

Budgeted Operating Funds

The revenues and expenditures of the budgeted operating funds presented in the following tables are derived
from the Commonwealth’s audited statutory basis financial statements for fiscal 1989 through 1992, unaudited
financial information for fiscal 1993 derived from the Preliminary Financial Report issued on September 15, 1993
by the Office of the Comptroller and unaudited estimates for fiscal 1994 prepared by the Executive Office for
Administration and Finance as of October 19, 1993. The financial information presented includes all budgeted
operating funds of the Commonwealth.




Budgeted Operatmg Funds Operations -- Statutory Basis

Begiuniﬁ'g Fund Balances

Reserved or Designated
Stebilization Fund (1)
Undesignated

Total

Revenues and Other Sources

Taxes

Federal Reimbursements (2)

Depactmental and Other Revenues

Interfund Transfers from Non-budgeted -
Funds and Other Sources (3)

Budgeted Revenues and Other Sources

Mass Transit Assessments from
Municipalities

Interfund Transfers among Budgeted Funds
and Other Sources

Total Revenues and Other Sources

Expenditures and Uses

Programs and Services

Debt Service

Pensions

Interfund Transfers to Non-budgeled Funds
and Other. Uses.

Budgeted Expenditures and
Other Uses

Payment of Municipal Mass Transit
Assessments to the MBTA and RTA's

Interfund Transfers among Budgaed
Funds and Other Uses

Total Expendnures and Other Uses

Excess (Deficiency) of Revenues and Other
Sources Over Expenditures and Other Uses

Prior Year Dei'c:l Ftnancmg
Endmg Fund Balances
Resewéd or Dgsignaled '
Siabilization Fund (1)

Undesignaled

Total

(in millions)

Preliminary

{unaudiled) Estimated
Fiscal Fiscal Fiscal Fiscel Fiscal Fiscal
1989 1990 1991 1992 1993 1994
$170.3 $124.9 $174.5 $i19.8 $236.2 $105.3
112.3 - -- 59.2 230.4 250.4
70.6 (444.2) . (1,278.9) - 58.1 82.8 142.4
353.2 (319.3) (1,104.4) 237.1 549.4 498.1
8,815.4 8,517.7 8,994.9 9,483.6 9,929.9 10,560.0
1,542.0 1L717.5 2,7711.1 2,393.5 2,626.7 2,896.6
949.1 1,131.7 1,204.9 1,187.3 1,310.5 1,244.7
663.9 641.3 656.6 603.9 793.8 81,6
11,9704 12,008.2 13.633.5 13,728.3  14,660.9 15,4829
I20.;i 1239 130.2 1309 . 134.3 1377
2177 91.1 149.7 366.9 306.8 209.2
12,308.8 12,223.2 13,9134 14,226.1 15,102.0 15,820.8

1,321 11,7702 11,944.5@) 11,757.4(4) 12,7019 13,343, 25
649.3 770.9 942.3 898.3 1,138.0 1,226.0
659.7 - 671.9 703.9 751.5 868.6 - 931.0
313 467 . 640 g8 3l 00

12,6429 13,259.7 13,654,7(4) 13.416.0d) 14,712.2 15,500,2¢5)(6)
120.7 . 123,9 130.2 130.9 134.3 1377
217.7 91.1 149.7 3669  306.8 209.2
12,981.3 13;474.7 13,934.6 13,913.8 15,1533 ‘15,847.1.
672.5) (1,251.5) 21.2) 3i2.3 (51.3) (7.3
- 466.4 1,362.7 - - -

124.9 174.5 119.8 236.2 105.3, 0.7
-- : - 59.2 230.4 250.4 - 256.4
(444.2) (1,278.9) 58.1 82.8 142.4 - 2217
$(319.9) $(1,104.9) $237.1 $549.4 498.1 $480.8

SOURCE: Fiscal 1989-1992, Preliminary (unaudited) Fiscal 1993, Office of the Complroller. Estimated Fiscal 1994, Executive Office for

Adminisiration and Finance.

()] Stabilization Fund balances are not expendable without subsequent specific legislative authorization.
2) Includes $513 miltion for fiscal 1991, $163.6 million for fiscal 1992 and $224.8 million for fiscal 1993 in federal reimbursements
resulting from claims for reimbursement of ¢erlain uncompensated care for Massechusetts hospitals. See "Fiscal Years 1988 Through




&

0]

(5
(6)

1992" and "1993 FISCAL YEAR".

Interfund transfers represent accounting transfers which reallocate resources among funds. Fund deficit support lransfers of $234.8
million in fiscal 1991 have been eliminated to facilitate comparative analysis. Includes transfers between the Stabilization Fund and
the budgeted operating funds. Transfers to the Stabitization Fund were $59.2 million, $170 million and $17.8 million in fiscal 1991,
1992 and 1993, respeclively. In fiscal 1989, $120.2 million was transferred from the Stabilization Fund to the General Fund. See
"COMMONWEALTH REVENUES -- Federal and Other Mon-Tax Revenues®.

Fiscal 1991 and fiscal 1992 expendilures have been restated to reflect surpluses in the Intragovernmental Service Fund of $3.8 million
in each year.

Does not include supplemental budget recommendations aggregating $109.4 million already filed with the Legisiature.

Includes $127.4 million transferred from off-budget expenditure accountis to on-budgel expenditure accounts for fiscal 1994,

Commonwealth Revenues

See "Commonwealth Information Statement” under the heading "FINANCIAL RESULTS -- Selected

Financial Data - Statutory Basis on page A-12.

The following table sets forth the Commonwealth’s actual revenues in its budgeted operating funds for fiscal

1989 through 1993 and estimated revenues for fiscal 1994. The fiscal 1993 revenues are derived from the
Comptroller’s Preliminary Financial Report.




Commonwealth Revenues — Budgeted Operating Funds

(in millions)

Preliminary
(unaudited) Estimated
Fiscal Fiscal Fiscal Fiscal - Fiscal Fiscal
1989 1990 1991(7) 1992(N 1993(7) 1994
Tax Revenues: :
Alcoholic Beverages $ 758 0.8 § 662 $ 0635 3 6006 $ 570
Banks
Commercial 125.2 64.5 27.4 17.6(9) 74.7 100.0
Savings 98.3 46.2 20.6 425 78.2 80.0
Cigarettes (1) 158.6 150.8 144.4 139.9 190.2 2380
Corporations 887.1 698.4 612.2 643.8 7374 753.0
Deeds (2) 45.2 36.2 “30.1 322 340 38.0
Income 4,286.7 4,465.2(5) 5,045.1(5) 5,337.0 5,374.9 5,7114.0
Inheritance and Eslate 258.6 276.4 249.5 260.2 267.3 250.0
Insurance (3) 301.6 273.0 267.8 284.8 280.5 291.8
Motor Fuel 306.9 3oLe 464.2 541.1 557.2 555.0
Public Uiilities 72.2 62.0 593 52.9 69.t 75.0
Racing 32.7 N7 27.5 26.1 15.7 13.0
Room Occupancy 57.9 56.6 56.0 55.9 9.3 59.0
Sales
Regular 1,445.9 1,370.5 1,392.1 1,443.6 1,548.1 1,693.0
Meals 296.9 295.9 291.7 296.3 303.2 310.0
Molor Vehicles 341.2 290.0 225.6 238.7 272.9 320.0
Sub-Total--Sales 2,084.0 1,956.4 1,909.4 1,978.6 2,124.2 2,323.0
Miscellaneous 24.6 21.6 152 15 6.6 8.2
Total 8.815.4 8,517.7 8,994.9 9,483.6 9,929.9 10,560.0
Non-Tax Reveaues:
Federal Reimbursements 1,542.0 1,717.5(6) 2,777.1(8) 2,393.5(8) 2,626,7(8) 2,896.6(8)
Departmental and Other Revenues 949.1 1,131.7 1,204.9 1,187.3 1,310.5 1,244.7
Interfund Transfers from Non-budgeted
Funds and Other Sources (4) .663.9 641.3 656.6 663.9 793.8 7131.6
Budgeted Non-Tax Revenues
and Other Souvrces 3,155.0 3,490.5 4,638.6 4,244.7 4,731.0 4,922.9
Budgeted Revenues and Other Sources  11,970.4 12,0082 13,633.5 13,7283 14,660.9 15,482.9
Mass Transil Assessments from
Municipalities 120.7 i23.9 130.2 130.9 134.3 137.7
Interfund Transfers among Budgeted
Funds and Other Sources (4) 211.7 911 149.7 366.9 306.8 209.2
Total Revenues and Other Sources $i2,308.8 $i2.223.2 ° $13913.4 $14,226.1 $15,102.0 $15829.8

SOURCE: Fiscal 198%9-1992, Preliminary (unaudited) Fiscal 1993, Office of the Comptroller. Estimated Fiscal 1994, Executive Office for

Administration and Finance,

{1 As a result of legislation enacted by voler initistive petition, this excise tax was incressed effective Januvary 1, 1993. See "State

Taxes; Other Taxes."

@) At the end of the 1992 legislative session, the Legisfature overrode the Governor's veto of legislation that doubled the deeds excise
tax. The increased revenues are applied directly to county purposes and are not counted as Commonwealth revenues. See "State

Taxes; Other Taxes" and "1993 FISCAL YEAR -- Overview of Fiscal 1993 Budget.”

(€)] Includes $7.0 million in 1989, $7.6 million in 1990, $7.2 million in 1991, $6.6 million in 1992 and $8.1 million in 1993,

respectively, in fees collected by the Division of Insurance relating to high-risk insurance. )
) Interfund transfers represent accounting transfers which reallocate resources among funds, Fund deficit support transfers of $234.8

million for fiscal 1991 have been eliminated to facilitate comparative analysis. Includes transfers between the Stabilization Fund and
the budgeted operaling funds. Transfers to the Stabilization Fund were $59.2 million, $170.0 million and $17.8 million in fiscal

vi
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1991, 1992 and 1993, respeclively. In fiscal 1989, $120.2 million was transferred from the Stabilizalion Fund to the General Fund.
See "Federal and Other Non-Tax Revenues" betow.

(3) Excludes $444.5 million collecied in fiscal 1990 and $298.3 million collected in fiscal 1991 auributed Lo the temporary increase in
the income fax dedicated to the Commonweslth Liability Reduction Fund and the Medical Assistance Liability Fund.

) Excludes $244 million of revenues attributable to federal reimbursements for expenditures from the Medical Assistance Lishilily Fund;
such revenues were dedicated to such fund.

)] Includes the impact of 1ax law changes under Chapters 121 and 151 of the Acts of 1990. The total fiscal 1991 impact of the changes
is an estimated increase in tax revenues in the amount of $1.020 billion, white the fiscal 1992 and 1993 impacts of the changes are
estimated at $1.329 billion and $1.318 billion, respectively.

(%) Includes $513 million for fiscal 1991, $163.6 million for fiscal 1992, $224.8 million for fiscal 1993 and an estimated $219 million
in fiscal 1994 in federal reimbursements resulting from claims for reimbursement of certain uncompensated care for Massachuselts
hospitals. See "FINANCIAL RESULTS — Fiscal Years 1988 Through 1992" and "1993 FISCAL YEAR".

()] Reflects settlement of certain litigation, see "Siate Taxes; Business Corporations Tax".

See "Commonwealth Information Statement” under the heading "COMMONWEALTH REVENUES" on
page A-21. '

Commonwealth Expendifures

The following table identifies certain major spending categories of the Commonwealth and sets forth the

budgeted expenditures for each fiscal year within each category.

Commonwealth Expenditures - Budgeted Operating Funds
(in millions)

Preliminary
_ (unaudited) Estimated

Expenditure Fiscal Fiscal Fiscal Fiscal Fiscal Fiscal
Category 1989 19%0 1991 1992 1993 1994
Direct Local Aid (1) $2,960.9 $2,936.9 $2,608.3 $2,358.9 $2,552.0 2,739.4
Medicaid 1,833.5 2,120.6(2) 2,765.3(3)  2,817.7(4) 3,151.4¢4) 3,274.9(5)
Group Heallh Insurance 341.4 433.4 446.0 466.1 491.2 506.1
Public Assistance 9243 1,000.9 1,092.3 1,065.0 1,089.3 1,189
Debt Service (6) 649.8 ‘ 7709 9423 8983 1,138.6 1,226.0
Pensions 659.7 671.9 703.9 751.5 363.6 231.0
Higher Educalion 743.4 701.9 608.6 5340 545.9(D 668.6(8)
MBTA and RTA’s 309.5 354.5 406.1 449.6 497.6 525.1
Other Program Expenditures 4,189.1 4,222.0 4,017.99  4,066.1(9) 4,374.5 4,510.2
Interfund Transfers to

Non-budgeted Funds(10) 1.3 46.7 64.0 8.8 31 0.0
Budgeted Expeaditures and A :

Other Uses 12,642.9 13,259.7 13,654.7(8) 13,416.0(8) 14,712.2 15,500.2(11)
Payment of Municipal Mass Transit :

Assessments to the MBTA and RTA’s 120.7 123.9 130.2 130.9 1343 137.7
Interfund Transfers among Budgeted

Funds and Other Uses(10) 2177 1.1 149.7 366.9 306.8 209.2
Total Expenditures and Other Uses $12,981.3 $13,4714.7 $13,934.6 $13,913.8 $15,153.3 §15,847.1

SOURCE: Fiscal 1989-1992, Preliminary (unsudited) Fiscal 1993, Office of the Complroller. Estimated Fiscal [994, Execuli;'e Office for
Administration and Finance.

(1

@

Aid reported to cilies, towns and regional school districts by the Department of Revenue on its official communication, the so-called
"cherry sheet”, excluding certain pension funds, and including $80.5 million in Commonwealth support to county jails, which is no
longer included on the chesry sheet.

Fiscal 1990 Medicaid expenditures do not inctude $488.0 million in retroactive rate adjustments and spending related to services
rendered in prior fiscal years which were funded in the non-budgeted Medical Assislance Liability Fund.

vii




1

(k)] Includes $194.2 million for retroactive rate setilements, including $126.0 million raised through Fiscal Recovery Bonds issued in 1991
to resolve (he deficit for fiscal year 1990.

(4) Includes expenditures of $50.0 miltion in fiscal 1992 and $50.0 million in fiscal £993 for retroactive rale adjustmenis and setifements.
(5) Includes $44.9 million of expenditures previously off-budget and classified as administrative expenses.
(6) Excludes debt service on noles issued under 1989 1ax legislation to fund the fiscal 1989 deficil and certain Medicaid-related expenses.

See "FINANCIAL RESULTS--Fiscal Years 1988 Through 1992°. Reflects reduction of fiscal 1992 debt service by $261.0 miltion
as a result of the issuance of refunding bonds during fiscal 1992,

(@] Reflects the transfer of $89.4 million in related uition revenue and spending to an off-budget trust fund. See "Higher Educalion”.

(8) Reflects the transfer of $89.4 million in related tuilion revenue and spending from an off-budget trust fuad 1o budgeted accounts.

9 Fiscal 1991 and fiscal 1992 expenditures have been restated to reflect surpluses in the Intragovernmental Service Fund of $3.8 million
in each year. -

(1) Interfund transfecs represent accounting transfers which reallocate resources among funds. Interfund deficit support iransfers for fiscal

1991 of $234.8 million have been eliminated to facilitate comparative analysis. Includes interfund transfers between the Stabilization
Fund and the budgeted operating funds. Transfers 1o the Stabitization Fund were $59.2 million, $170.0 million and $17.8 million
in fiscal 1991, 1992 and 1993, respectively. In fiscal 1989, $120.2 million was transferred from the Stabilization Fund to the General

Fund.
{10 Does not include supplemental budgel recommendations aggregating $109.4 million already filed with the Legislaire.,

See "Commonwealth Information Statement” under the heading "COMMONWEALTH PROGRAMS AND
SERVICES" on page A-23.

Commonwealth Bond and Note Liabilities

On March 9, 1993, the Commonwealth issued $899,390,000 of its General Obligation Refunding Bonds,
1993 Series A (the "1993 Series A Refunding Bonds"), the net proceeds of which were used to advance refund
$779.8 million of outstanding Commonwealth general obligation bonds. As a result of the issuance of the 1993
Series A Refunding Bonds, debt service requirements relating to the Commonwealth’s general obligation bonds were
reduced by approximately $21.9 million in fiscal 1993 and will be further reduced by approximately $12.6 million
in fiscal 1994 and by an aggregate amount of approximately $14.6 million in fiscal years 1995 through 2011. On
May 19, 1993, the Commonwealth issued $175,000,000 of its General Obligation Bonds Consolidated Loan of 1993,
Series A, the net proceeds of which were used to fund various capital projects of the Commonwealth, and
$592,665,000 of its General Obligation Refunding Bonds, 1993 Series B (the "1993 Scrics B Refunding Bonds™),
the pet proceeds of which were used to advance refund $561.6 million of outstanding Commonwealth general
obligation bonds. As a result of the issuance of the 1993 Series B Refunding Bonds, debt service requirements
relating to the Cominonwealth’s general obligation bonds were reduced by approximately $9.9 million in fiscal 1993,
and will be further reduced by approximately $14.2 million in fiscal 1994 and by an aggregate amount of
approximately $12.2 million in fiscal years 1995 through 2009. On September 2, 1993, the Commonwealth issued
$842,995,000 of its General Obligation Refunding Bonds, 1993 Series C (the "1993 Series C Refunding Bonds"),
the net proceeds of which were used to advance refund $749.9 million of outstanding Commonwealth general
obligation bonds. As a result of the issuance of the 1993 Series C Refunding Bonds, debt service requirements
relating to the Commonwealth's general obligation bonds were reduced by approximately $20.9 million in fiscal
1994 and by an aggregate amount of approximately $28.4 million in fiscal years 1995 through 2011.  See
"Commonwealth Information Statement” under the headings "FINANCIAL RESULTS - Selected Financial Data
- Statutory Basis" on page A-12, "COMMONWEALTH PROGRAMS AND SERVICES -- Debt Service" on page
A-33 and "COMMONWEALTH BOND AND NOTE LIABILITIES -- Debt Service Requiremenis: on
Commonwealth Bonds" on page A-46.

As of October 19, 1993, the Commonwealth had $100 million of commercial paper outstanding. On March
29, 1993 the Commonwealth issued $240 million of its general obligation notes to finance the MBTA’s net cost of
service.  As of October 19, 1993, no other revenue or bond anticipation notes were outstanding. See
“Commonwealth Information Statement” under the headings COMMONWEALTH BOND AND NOTE
LIABILITIES -- Overview; Outsténdﬁng Bond and Note Liabilities" on page A-40, "--Overview; Maturities of Short
Term Debt" on page A-44 and "-- General Obligation Debt; Commonwealth General Obligation Notes" on page A-
45,

On May 5, 1993, the MBTA established a commercial paper program in order to issue bond anticipation

notes for capital purposes. Up to $200 million of debt under two series of notes may be issued under this program.
The notes are general obligations of the MBTA and ninety percent (90%) of the interest thercon is payable from
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contract assistance to be provided by the Commonwealth, As of October 19, 1993, $100 million of commercial
paper notes were outstanding under this program. See "Commonwealth Information Statement” under the headings
"COMMONWEALTH PROGRAMS AND SERVICES -- MBTA and Regional Transit Authorities" on page A-35
and "COMMONWEALTH BOND AND NOTE LIABILITIES -- Commonwealth Supported Debt; MBTA" on page
A-48.

On June 28, 1993, the MBTA issued $508,745,000 of its General Transportation System Bonds, 1993
Series A Refunding, the net proceeds of which are to be used to advance refund approximately $442.8 million of
outstanding MBTA bonds. As a result of the issuance of such bonds, debt service requirements relating to the
MBTA'’s bonds will be reduced by approximately $15.2 million in fiscal 1994 and by an aggregate amount of
approximately $9.6 million in fiscal years 1995 through 2022, On Qctober 1, 1993, the MBTA issued $180 million
of short term notes in part to refund $170 million of outstanding notes, which matured on October 1, 1993,

On July 1, 1993, the Massachusetts Convention Center Authority (the "MCCA") issued $31,480,000 of
its Boston Comimon Parking Garage Bonds, Series 1993A for the purpose of financing certain renovations to the
Boston Common Parking Garage, which is owned and operated by the MCCA. All of the principal of and interest
on such bonds is payable from contract assistance to be provided by the Commonwealth. See "Commonwealth
Information Statement" under the heading "COMMONWEALTH BOND AND NOTE LIABILITIES --
Commonwealth Supported Debt; Massachusetts Convention Center Authority™ on page A-48.
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COMMONWEALTH BOND AND NOTE LIABILITIES

The following table sets forth the Commonwealth bond and note liabilities outstanding as of October 1,

Commonwealth Bond aud Note Liabilities
QOctober 1, 1993
(in thousands)

_ Long Term(1} Shor Term

COMMONWEALTH DEBT .
General Obligation Debt $7.981,788 (2) $324,231 (3)
Dedicated Income Tax Debt 1,044,865 --
Special Obligation Debt - 103,770

Subtotal Commonwealth Debi 9,130,423 324,231
COMMONWEALTH SUPPORTED DERT
MBTA . - 2,015,405 (4) 375,000 (5)
Massachuselis Conven!lon Center Authority 190,899 (6} -
Massachusetts Government Land Bank 5,725 -
Boston Metropolitan Districl 54,354 --

. Steamship Authority 34,385 2,900

Regional transit authorities 115 68,291

Subtota] Supported Debl 2,300,883 446,191
COMMONWEALTH GUARANTEED DEBT
Local housing authorities - ‘ -
Higher education building authorities 241,913 -
Town of Mashpee 600 -

Sublotal Guaranteed Debt 242,513 -
TOTAL COMMONWEALTH BOND AND

NOTE LIABILITIES $11,673,819 $7170,422

SOURCE: Office of the State Treasurer, Office of the Complroller and respective authorities and agencies.

(i)

@
€))

@

)
®

Long term debt includes discount and costs of issusnce. Does not include long term capital lease obligations. See "Commanweslth
Information Statement® under the headings "COMMONWEALTH BOND AND NOTE LIABILITIES - Indirect Obligations -
Plymouth County Ceriificates of Participation™ and "OTHER COMMONWEALTH LIABILITIES -- Long Term Capital Leases® on
pages A-49 and A-53.

Includes interest on Commonwealth general obligation capital apprecmnon bonds to be acerued from October 1, 1993 through their
maturity in the amount of $382.6 million.

Represents $240 million of Commonwealih General Obligation Notes issued on March 29, 1993 for the purpose of financing the
MBTA’s net cost of service and $84.231 million of the Commonwealih’s "minibonds” (which are redeemable at the request of the
holder on one business day’s notice and are treated as short term liabililies). As of October 19, 1993, the Commonweslth also hed
$100 million of commercial paper outstanding. See "Qeneral Obligation Debl; Commonwealth General Obfigaiion Notes and
Minibonds™.

Includes the effect of $508,745,000 of the MBTA's general lcansportation system refunding honds issued on June 28, 1993 to advance
refund approximately $442.8 mitlion of MBTA bonds. See "RECENT DEVELOPMENTS".

As of October 19, 1993, the MBTA also had $100 million of commercial paper outstanding. See "RECENT DEVELOPMENTS".
The Massachuseits Convention Center Authority issued $31,480,0000f bonds on July 1, 1993 for the purpose of financing renovations
to the Boston Common Parking Garage. See "RECENT DEVELOPMENTS" and "Commonwealth Information Statement” under
the heading *COMMONWEALTH BOND AND NOTE LIABILITIES — Commonwealth Supported Debt; Massachiseits Convention
Center Authority™ on page A-48,

See "Commonwealth Information Statement" under the heading "COMMONWEALTH BOND AND NOTE

LIABILITIES" on page A-40.
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OTHER COMMONWEALTH LIABILITIES

An actuarial valuation as of January. 1, 1992 has been completed, which shows that as of such date, the
tatal unfunded actuarial liability of the Commonwealth’s state employees’ and teachers' retirement systems and the
Boston teachers’ retirement system and of cost-of-living allowances for local systems was approximately $8.485
billion, which represents a reduction of approximately $2.383 billion from the January 1, 1990 total unfunded
actuarial liability. This reduction is attributable to asset growth, work force reduction and improved data. The
January 1, 1992 actuarial valuation will be the basis for the funding schedule to be filed in March, 1994. See
"Commonwealth Information Statement” under the heading “OTHER COMMONWEALTH LIABILITIES --

Retirement Systems and Pension Benefits” on page A-50.

LITIGATION

There are pending in state and federal courts within the Commonwealth various suits in which the
Commonwealih is a party. In the opinion of the Attorney General, no litigation is pending or, to his knowledge,
threatened which is likely to result, either individually or in the aggregale, in final judgments against the
Commonwealth that would affect materially its financial condition. The following updates the litigation described
in the Commonwealth Information Statement and includes a description of any material litigation which has arisen
since the date thereof,

Update of Existing Litigation

On October 12, 1993, the casc of Massachusetis Hospital Association v. Rate Serting Commission was
settled with the Hospita! Association and most acute hospitals, thereby reducing the Commonwealth’s potential
liability in the pending case or in related rate appeals to approximately $20 million. See "Commonwealth
Information Statement" under the heading "LITIGATION -- Commonwealth Programs and Services" on page A-55.

On June 15, 1993, the Supreme Judicial Court decided McDuffy v. Robertson and Levy v. Weld by ruling
that the Massachusetts Constitution imposes an enforceable duty on the Commonwealth to provide adequate public
education for all children in the Commonwealth and that the Commonwealth is not currently fulfilling this
constitutional duty. Sce "RECENT DEVELOPMENTS" and "Commonwealth Information Statement" under the
heading "LITIGATION -- Commonwealth Programs and Services” on page A-55.

On May 25, 1993, the District Court in Ricci v. Murphy, entered a final order vacating and replacing all
consent decrees and court orders. In their place, the final order requires lifelong provisions for individualized
services lo class members and contains requirements regarding staffing, maintenance of effort (including funding)
and other mafters. See "Commonwealth Information Statement" under the heading "LITIGATION --
Commonwealth Programs and Services” on page A-55.

‘ On March 11, 1993, ths _Supreine Judicial Court ordered that the defendants’ motion for summary judgment
be granted as to all of the plaintiffs’ claims in the J.S. and D.M. and Williams actions. See "Commonwealth
Information Statement” under the heading "LITIGATION -- Commonwealth Programs and Services" on page A-56.

The case of Jewish Memorial Hospital et al. v. Department of Public Welfare et al. was argued in the
Supreme Judicial Court on May 6, 1993. On August 11, 1993, the Supreme Judicial Court held in favor of the
Commonwealth defendants. See "Commonwealth Information Statement" under the heading "LITIGATION--
Commonwealth Programs and Services" on page A-56. :

The action in McNamara v. Dukakis has been dismissed and the only outstanding issue is the plaintiffs’
claim for attorneys’ fees. See "Commonwealth Information Statement" under the heading "LITIGATION --
Commonwealth Programs and Services" on page A-56.

In Avanzato v. Sullivan et al., an amended judgment was enfered in the state defendants’ favor and was
not appealed. See "Commonwealth Information Statement” under the heading "LITIGATION -- Commonwealth
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Programs and Services" on page A-36.

In Corriea et al. v. Department of Public Welfare the Superior Court on remand and after negotiations
between the parties entered an Order and Partial Judgment on June 22, 1993, that resulted in substantial changes
in the Department’s administration of the disability component of the EAEDC program. The parties are still
litigating, in the form of cross motions for summary judgment, the issue of whether the Depariment’s disability
standards, as revised, comply with the definition of disability contained in the fiscal year 1993 EAEDC line-item.
See "Commonwealth Information Statement" under the heading "LITIGATION -- Commonwealth Programs and
Services" on page A-56.

The Superior Court denied the plaintiffs’ motion for a preliminary injunction in Massachusetts Hospital
Association et al. v. Department of Public Welfare et al. and the parties have commenced discovery, See
"Commonwealth Information Statement” under the heading "LITIGATION -- Commonwealth Programs and
Services" on page A-57.

" On February 25, 1993, the Appeals Court affirmed the trial court’s judgment of dismissal in Ashburnham
v. Commonwealth. Further appellate review was denied, See "Commonwealth Information Statement" under the
heading "LITIGATION -- Environmental Matters" on page A-57. The plaintiffs filed a petition for a writ of
certiorari with the United States Supreme Court, which pefition was denied on October 4, 1993, '

On March 1, 1993, the Suprcm'c'Judicial Court affirmed the decision of the Superior Court in
Massachusetts Wholesalers of Malt Beverages v. Commonwealth, See "Commonwealth Information Statement”
under the heading "LITIGATION -- Taxes and Other Revenues" on page A-57.

On May 25, 1993, the Supreme Judicial Court decided American Trucking Associations, et al. v. Nessen
by striking down, on Commerce Clause grounds, several fees imposed on interstate motor carriers operating in the
Commonwealth. The court remanded the case to the Superior Court to determine the appropriate remedy. Refunds
will be limited to fees paid on or after November 15, 1988 and may be limited to the discriminatory portion (rather
than the entirety) of the fees in question. See "Commonwealth Informatlon Statement” under the heading
"LITIGATION ~-Taxes and Other Revenues” on page A-57.

In Coumy of Barnstable et al. v. Commonwealth, the cascs of four of the twelve counties have been
dismissed. See "Commonwealth Information Statement" under the heading "LITIGATION -- Other Fiscal Matters"
on page A-58.

In Town of Bourne et al. v. The Governor et al., a stipulation of dismissal was filed on August 27, 1993.
See "Commonwealth Information Statement" under the headmg "LITIGA’I‘ION -- Other Fiscal Matters" on page
© A58,

In Hayward v. National Information System, Inc,, the Superior Court denied the Commonwealth’s motion
for summary judgment on June 30, 1993. No trial date has been set. See "Commonwealth Information Statement"
under the heading "LITIGATION--Other Fiscal Matters” on page A-58. '

New thlgatmn

"In Hodge et al. v. Gallant (Suffolk Superlor Court No. 93-0290G), plaintiffs altege that the Department
of Public Welfare has unlawfully denied personal care attendant services to certain disabled Medicaid recipients.
The Superior Court denied plaintiffs’ motion for a preliminary injunction and a single justice of the Appeals Court
has denied the plaintiffs’ appeal of such decision. This action was filed as a class action. However, the Court
recently denied the plaintiffs’ motion for class certification. If plaintiffs were to prevail on their claims and the
Commonwealth were required to provide all of the services sought by plaintiffs to all similarly situated persons, a
substantial increase in the annual cost to the Commonwealth of these services might eventually be required. The
Department of Public Welfare currently estimates this increase to be as much as $200 million per year.

Two actions were filed arguing that the remedial plan for the Boston Harbor cleanup project will jeopardize
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endangered species and should be halted or further remedial measures should be taken. The District Court has

entered judgment for the defendants and the plaintiffs have appealed. Greenworld Inc. et al. v. Brown et al. (U.S.
‘\District Court C.A. No. 93-10623-MA); The Bays’ Legal Fund v. Browner (U.S. District Court C.A. No. 93-

10883-MA}. '

On June 23, 1993 the Commonwealth filed an appeal with the Appeals Court from a decision of the
Appellate Tax Board which held in favor of a commercial bank on the calculation of amounts owed for bank excise
taxes under statutes in effect in 1983 and 1984 when such bank converted from chartered mutual savings bank status
fo that of a bank corporation of stockholder form. The bank filed an application for direct appellate review by the
Supreme Judicial Court, which application has been granted. Potential Jiability if the bank ultimately prevails on
both contested calenlation issues could reach approximately $20 million if applied to similarly situated banks. South
Boston Savings Bank v. Commissioner of Revenue (Appeals Court No. 93-P-837).

EXHIBIT A - ECONOMIC INFORMATION

Cost of Living

The following table presents information on consumer price trends for the Boston metropolitan area and
the United States for the period between 1985 and 1992.

Changes in Consumer Price Index for All Urban Consurers

All Items
United Stales Boston Melo

1985 3.6% 45%
1986 19 2.6
1987 3.7 4.4
1938 : 4.1 6.1
1989 48 5.7
1990 5.4 58
1991 42 - - 4.4

‘ 1992 = 3.0 2.5

SOURCE: United States Department of Labor, Buresu of Labor Siatistics.

See "Commonwealth Information Statement” under the heading "EXHIBIT A - ECONOMIC INFORMATION -
OVERVIEW -- Cost of Living" on page Exhibit A-4,
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Employment
The table below demonstrates the changes in employment by sector for the period indicated.

Massachusefts Employment by Industry -- Annual Averages
{in thousands)

' 1989-1990 1990-199] 1991-1992
1990(1) % Change 199 (1) % Change 1992(1) % Change
Total Nonagricultural
Employment 2,984.8 .0 2,821.2 (5.5 . 2,778.3 (1.5)
Sector :
Mining 1.4 (12.5) 1.2 (14.3) 1.1 8.3)
Construclion 101.1 20.3) 78,8 (22.1 721 (8.5)
Manufacturing . 521.3 a.n 485.0 7.0) 462.) @7
Transportation
& Communications 129.9 i.2 1234 (5.0) 120.3 (2.5)
Wholesale and Retail Trade 700.} o (5.9) 650.6 .0 641.3 (L4
FIRE 213.3 (1.8) 201.8 5.4 195.9 9
Services 215.7 {0.9) 890.5 2.8) 907.3 1.9
Government 402.2 (i.6) 389.9 @.b 3783 (3.0
Civilian Labor Force 3,166.0 (0.4) 3,127.0 1.2) 3,126.0 0.0)
-Unemployed 189.0 48.8 280.0 43.1 265.0 (5.4)
Unemployment Rate 6.0% 9.0% 8.5%

SOURCE: Massachusetts Depariment of Employment and Training.
(D Sum of parts may not equal totals due to rounding.

Nonagricultural employment in August 1993 totaled 2,755,300, as compared to 2,757,100 for July 1993
and 2,766,700 for August 1992. The following table presents changes in nonagricultural employment by sector for
August 1992 and August 1993, The most recent data indicates that total nonagricultural employment coniracted by
0.4% between August 1992 and August 1993, '
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Massachusetts Employment by Industry -- Monthly Averages
{in thpusands) '

% Change
. Belween
August % of August % of August 1992
1992 Total 1993(1) Tolal and August 1993
Total Nonagricultural :
Employment - 2,766.7 100.0 2,755.4 100.0 0.4)
Sector
Construction 7.7 2.8 82.9 T30 6.7
Manufacturing 458.2 6.6 - 438.9 i5.9 “4.2)
Transportalion .

& Communications 118.1 4.3 116.4 4,2 (t.4)
Wholesale & Retail Trade 643.6 233 6044.4 23.4 0.1
FIRE 197.0 7.1 193.5 7.0 (1.8)
Services 214.4 33.1 923.6 335 1.0
Government 356.5 12.9 354 4 12.9 (0.6)
High Tech Manufacturing 180.5 6.5 165.7 6.0 (8.2)
High Tech Non-Manufacturing 92.1 33 92.1 33 00

Civilian Labor Force (2) 3,118.0 3,145.0 0.9

Unemployed (2) 262.0 ‘ 220.0 (16.0)

Unemployméni Rate (2) " 8.4% 7.0%
Average Weekly Earnings (dollars)
Manufacluring $500.2 $504.7 0.9

SOURCE: Massachusetts Department of Employment and Training and US Departmenit of Labor, Bureau of Labor Statistics.

(D Sum of the parts may not equal tolals due to rounding.
@) Figures are seasonally adjusted.

Ses "Commonwealth Information Statement” under the heading "EXHIBIT A - ECONCOMIC
INFORMATION - OVERVIEW -- Employment" on page Exhibit A-4.

Labor Force

In 1992, 67.5% of non-institutional working-age Massachusetts residents were in the labor force. This is
1.2% higher than the equivalent national rate. See "Commonwealth Information Statement” under the heading
"EXHIBIT A - ECONOMIC INFORMATION - OVERVIEW -- Labor Force" on page Exhibit A-8.

Unemployment

The Massachusetts unemployment rate in September, 1993 was 7.2%, as compared to 7.0% for August,
1993 and 8.6% for September, 1992. The United States unemployment rate in September, 1993 was 6.7%, as
compared to 6.7% for August, 1993 and 7.5% for August, 1992. See "Commonwealth Information Statement”
under the heading "EXHIBIT A - ECONOMIC INFORMATION - OVERVIEW -- Unemployment" on page Exhibit
A-8.
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Unemployment Compensation Trust Fund ]
As of September 30, 1993, the Massachusetts Unemployment Compensation Trust Fund was in deficit by
$165 million, as compared to $405 million as of December 31, 1992. The deficit is now expected to be

approximately $143 million by the end of calendar 1993, instead of $260 million at year-end, as estimated as of
April 30, 1993.

The Department of Employment and Training estimates that the additional increases in contributions
provided by the 1992 legislation should result in a posifive balance in the Unemployment Compensation Trust Fund
prior to December 1994 (rather than December 1996 as estimated as of February 26, 1993) and rebuild reserves
in the system fo over $1 billion by the end of 1996 (rather than 1998 as estimated as of February 26, 1993). See
nCommonwealth Information Statement” under the heading "EXHIBIT A - ECONOMIC INFORMATION -
OVERVIEW--Unemployment Compensation Trust Fund” on page Exhibit A-9.

RECENT PERFORMANCE

A comparison of total nonagricultural employment in July 1992 with that in July 1993 indicates a decline
of 0.6%. The state’s unemployment rate was lower than the national unemployment rate. - Per capita personal
income growth has slowed, after several years during which the per capita personal income growth rate in
Massachusctts was among the highest in the nation. Between the third quarter of 1991 and the third quarter of
1992, aggregate personal income in Massachuselts increased 3.8%, as compared to 4,5% for the nation as a whole.

Economic Performance by Sector

Services. In August 1993, service sector employment was 923,600, representing 33.5% of total
nonagricultural employment. Between August 1992 and August 1993, service sector employment increased 1.0%.-
An area with relatively high wages, business services employed 15.7% of service sector workers in August 1993,

As compared with the nation, Massachusetts has a greater concentration of employment in business services.

Health Services. Health services is the largest component of the service sector in terms of employment.
In August 1993, the health services sector numbered 298,600 workers, with 137,000 of those employed by hospitals.
This constitutes a 3.8% increase in total health service workers during the preceding year. Hospital employment
increased by 2.2% for this period. -

Educational Services. According to the Massachusetts Department of Employment and Training,
educational services accounted for 114,800 jobs in August 1993, while in the government sector, state and local
public education accounted for 123,600 jobs.

Trade. During the mid-1980s the frade sector was an area of strong job growth, boosted by a growing
export sector. Trade employment began to decline in 1990 due to weakness in the retail sector. In August 1993,
retail and wholesale trade was the second-largest employment sector in Massachusetts, with 644,400 workers. Of
this number, about three-quarters were employed in retail trade.

Manufacturing. Between 1991 and 1992, manufacturing employment declined 4.7%, from 485,000 to
462,100. Manufacturing employment stood at 438,900 workers in August 1993, As of August 1993, high
technology manufacturing employed 165,700 persons. oo




The following table shows annual ltrel:-l-ds in'mahufacturing employment by industry for Massachusetts for
1990 through 1992. ‘

\ ‘ ' Manufacturing Establishment Employmenf by
Industry in Massachusetts
1990-1992 (in thousands}

' 1990 ' 1991 ' ' 1992
Jobs(1) % Jobs(1) % © Jobs(l) %
Durabte Goods
Primary Metals . 11.3 33 ) 10.3 . 32 93 il
Fabricaled Meltals 40.9 11.9 379 12.0 36.0 12.2
Industrial Machinery

end Equipment §5.2 249 76.6 24.2 70.1 237
Elecirical and Electronic .

Equipment 72.9 o213 68.5 21.6 63.7 21.5
Transporiation Equipment 278 8.1 26.0 8.2 24.2 8.2
Stone, Clay and Glass 8.7 2.5 . 7.8 2.5 7.8 2.6
Instruments 69.4 203 65.6 20.7 61.2 20.7
Other Durable Goods 26.5 o 3a 24.1 7.5 . 23.9 8.1

Total Durable Goods 3921 . - 100.0 317.0 100.0 296.1 100.0
MNon-Durable Goods
Apparel and Related Goods 19.2 10.8 17.7 10.5 17.8 10.7
Food Products 20.1 L3 19.6 11.7 18.9 11.4
Chemical Products 17.7 2.9 17.3 10.3 17.0 10.2
Prinling and Publishing 522 29.2 48.9 29.1 47.5 28B.6
Textite Mill Products 14.6 8.2 14.1 8.4 14.5 8.7
Paper Products ’ 225 12.6 21.1 12.6 20.9 12.6
Other Non-Durable Goads 323 18.1 293 174 29.4 17.7

Total Non-Durable Goods 178.6 100.0 168.0 100.0 166.0 100.0

Total Manufacluring

Employees 521.3 485.0 462.1

SOURCE: Department of Labar, Bureau of Labor Satistics; Massachusells Department of Employment and Training.

M Sum of parts may not equal tolals due to rounding. L.

Finance, Insurance and Real Estate. While the Finance, Insurance and Real Estate sector experienced
23.7% growth in employment between 1984 and 1988, there was an 11.7% decrease in employment between 1938
and 1992, The total employment in FIRE was 195,900 in 1992 and 193,500 as of August 1993.

See "Commonwealth Information Statement” under the heading "EXHIBIT A - ECONOMIC
INFORMATION - RECENT PERFORMANCE" on page Exhibit A-10.
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AVAILABILITY OF OTHER INFORMATION

Questions regarding this October 19, 1993 Supplement or requests for additional financial information
concerning the Commonwealth should be directed to Kenneth Olshansky, Director of Debt Management, Office of
the Treasurer and Receiver-General, One Ashburton Place, Twelfth Floor, Boston, Massachusetts 02108, telephone
(617) 367-3900, or C. Christopher Alberti, Director of Debt Finance, Executive Office for Administration and
Finance, State House, Room 373, Boston, Massachusetts 02133, telephone (617) 727-2040, Questjons regarding
legal matters relating to this October 19, 1993 Supplement should be directed to Walter J. St. Onge, I, Esq.,
Palmer & Dodge, One Beacon Street, Boston, Massachusetts 02108, telephone (617) 573-0100.

THE COMMONWEALTH OF MASSACHUSETTS

By _/s/ Joseph D. Malone
Joseph D. Malone
Treasurer and Receiver-General

. By _/s/ _Mark E. Robinson
’ Mark E. Robinson
Secretary for Administration and Finance

Qctober 19, 1993
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y THE COMMONWEALTH OF MASSACHUSETTS
\ INFORMATION STATEMENT

FEBRUARY 26, 1993

This Information Statement, together with the Exhibits attached hereto, is furnished by The Commonwealth
of Massachuselts (the "Commonwealth"). It contains certain fiscal, financial and economic information concerning
the Commonwealth and its ability to meet its obligations. The Commonwealth Information Statement contains
information only through its date, and should be read in its entirety.

_ The ability of the Commonwealth to meet its obligations will be affected by, among other things, futurs
social, environmental and economic conditions, as well as by questions of legislative policy and the financial
conditions of the Commonwealth, Many of these conditions are not within the control of the Commonwealth.

Exhibit A to this Information Statement sets forth certain economic, demographic and statistical information
concerning the Commonwealth. Exhibits B and C contain the Commonwealth’s 1992 combined financial statements
(statutory basis) and 1992 general purpose financial statements {GAAP basis), respectively.




THE GOVERNMENT

The government of the Commonwealth is divided into three branches: the Executive, the bicameral
Legislature and the Judiciary, as indicated by the chart below.

Electorate

"Affairs

C . . Judicial
Legislative Branch Executive Branch
Branch
" General Lioutenant Gove nlor ' Exasutive Supreme Judicial
‘Court Governor rover Council " Court
Appeals Court
Attorney State State State .
Senate‘ Hcy?e Genaeral Auditor . Secrotary Treasurer Trial Court
Secretaries
Administration and Communities Consumer Economic
Fihance and Development Aftairs Affairs
Educational Elder Affairs Environmental Health and Human
Affairs

Services

Labor

Public Safety

Transportation
and Construction




Executive Branch

The Governor is the chief executive officer of the Commonwealth, Other elected members of the executive
branch are the Lieutenant Governor (elected with the Governor), the Treasurer and Receiver-General (the "State
Treasurer"), the Secretary of the Commonwealth, the Altorney General and the State Auditor. All are elected to
four-year terms. The next election for these officers will be held in November 1994, ' '

The Execulive, or Governor's, Council consists of eight members who are elected to two-year terms in
even numbered years. The Execulive Council is responsible for the confirmation of cerfain gubernatorial
appointments, particularly judges, and must approve all warrants (other than for debt service) prepared by the
Comptroller for payment by the State Treasurer. ' S '

Governor's Cabinet. The Governor's Cabinet, which assists the Govémbr in :;dq]inistratipn and policy
making, is comprised of the secretaries who head the cleven Executive Offices. Cabinet secretaries serve at the
pleasiire of the Governor, All agencies are grouped under one of the eleven Executive Offices for administrative
purposes. '

Approximately 77.1% of the Commonwealth’s fiscal 1993 program} expenditures in the budgeted operating
funds is allocated to the Executive Offices. Listed below are the eleven Executive Offices, showing for each the
name of its secretary and the percentage of the Commonwealth’s fiscal 1993 program expenditures in the budgeted
operating funds attributable thereto: ' -

Executive Offices | .
Approximate

' - : : ) ' Percentage of Total
Executive Office Secretary . Expenditures Supervised
Administration and Finance (1) - Peter Nessen(2) o : . 52% .
Communities and Development Mary L. Padula ' ‘ i2
Consumer Affairs and Business Regulation Gloria C. Larsan o , B )

Economic Affairs - Stephen P. Tocco ’ 03 -

Educational Affairs . : Piedad F. Robertson B 14.3

Elder Affairs Franklin P. Ollivierre 0.8

Environmental Affairs ' . Susan F. Tiemey(3) R : i0

Health and Human Services . Charles Baker | e 432

Labor Christine E. Morris T 0.2

Public Safety ‘ Thomas C, Rapane C T e e 48

Transportation and Construction James J. Kerasiotes e a “ 54

SOURCE: Execulive Office for Administration and Firiance.

nH The Secretary for Administration and Finance is also the Commissioner of Administfation: . :

2) Secretary Nessen has announced his resignation as Secrelary, effective March 1, 1993, Mark Robinson, currently chief of staff
1o the Govei-nor, hes been named to succeed Secretary Nessen. . - A

&) Secretary Tierney has announced her resignation as Secretary. A successor has not yet been named. C i shy

Approximately 3.1% of the Commonwealth’s fiscal 1993 expenditures in the budgeled operating funds are
for the costs and éxpenses of the constitutional officers (other than the State Treasurer), the _Ihgis]§WW, the
Judiciary, the Office of the Comptroller, the Board of Library Commissioners, the Office of the Inspector General,
the State Bthics Commission and the Office of Campaign and Political Finance. The State Treasurer’s budget
contains the balance of fiscal 1993 expenditures, including 5.5% for Commonwealth aid to cities, towns and regional
school districts’ ("Local Aid"), 8.0% for debt service and 5.9% for pension costs, See "COMMONWEALTH
PROGRAMS AND SERVICES -- Local Aid", "-- Debt Service" and " -- Pensions". e

The Governor’s chief fiscal officer is the Secretary for Administration and Fmance The actlwttes qf fhé
Executive Office for Administration and Finance fall within five broad categories: (i) administrative and fiscal
supervision, including supervision of the implementation of the Commonwealth’s budget and monitoring of all
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agency expenditures during the fiscal year; (ii} enforcement of the Commonwealth’s tax laws and cétlection of tax

revenues through the Department of Revenue for remittance to the State Treasurer; (iii) human resource
management, including administration of the state personnel system, civil service system and employee benefit

progras, and negotiation of collective bargaining agreements with certairi of the Commonwealth's public employee
unions; (iv) capital facilities lxi_auagemignt, including coordinating and oversecing the construction, management and
leasing of all state facilities; and (v) administration of general services, incliding information technology services.

Cx St . . St s T . L.
All accounting policies and practices, publication of official financial reports and oversight of fiscal
management functions are the responsibility of the Comptroller. ‘The Comptroller also administers the annual state
single audit and operafes the stalé accounting system. The Comptroller is appointed by the Governor for a term

coterminous with the Governor's and may be removed by the Governor only for cause, The preliminary and annual *

financial reports of the Commonwealth, single audit reports and any rules and regulations promulgated by the
Comptroller miiist be reviewed by an advisory board. This board is chaired by the Secretary for Administration and
Financé and includes the State Treasurer, the Attorney General, the State Auditor, the Chief Administrative Justice
of the “I'rial Court and 'two persons with relevant experience appointed by the Governor for three-year staggered
terms. The Commonwealth has retained the independent public accounting firm of Deloitte & Touche to audit the
Commonwealth’s general purpose financial stafements and to conduct the state single audit.  See
"COMMONWEALTH BUDGET, FINANCIAL MANAGEMENT AND CONTROLS".

State Tréasurér. The State Treasurer has four primary statutory responsibilities: (i) the collection of all
state revenues {other thau small amounts of funds held by certain agencies); (ii) the management of both short-term
and long-term investments of Commonwealth funds, including all cash receipts and state employee and teacher
pension funds (other than pension reserves); (iii) the disbutsement of Commonwealth moneys and oversight of
reconciliation. of the state’s accounts; and (iv} the issuance of all short and long-term debt obligations of the

)

Commonwealth, mcl_udmg notes, commercial paper and long term bonds, C .

In addition to these responsibilities, the State Treasurer serves as Chairman of the Massachusetts Lottery
Commission, the State Retirement Board, the Pension Reserve Investment Management Board, the Massachusetts
Convention Center Authority, the' Emergency Finance Board and the Massachusetts Water Pollution Abatement
Trust. The State Treasurer also serves as a member of numerous other state boards and commissions,

State Auditor. The State Auditor is charged with improving the efficiency of state government by auditing
the administration and expenditure of public funds and reporting the findings to the public. The Office of the State
Auditor reviews the activities and operations of apprqximate]y 750 state entities and contract compliance of private
vendors doing business with the Commonwealth. . See "COMMONWEALTH BUDGET, FINANCIAL
MANAGEMENT AND CONTROLS".

Artorney General. The Attorney General represents the Commonwealth in all legal proceedings in both
the state and federal courts, including defending the Commonwealth in actions in which a state law or executive
action is challenged. The Attorney. General also brings actions to enforce environmental and consumer protection
statutes,- among: others, and represents the Commonwealth in automobile and health insurance rate setting
procedures. The Attorney General works in conjunction with the general counsel of the various state agencies and
executive departments to coordinate and monitor all pending litigation. '

. © ' State’Secretary. The Secrétary of the Commonwealth is responsible for collection and storage of public
records and ‘archives, securities regiilation, sate elections and custody of the seal of the Commonwealth, . .

T

Legislative Bréinch

T

The Geneial Court (the "Géne:;él ‘Court" or the "Legislature") is the bicameral legislative Body of the
Commonwealth, consisting of a Senate of 40 members and a House of Representatives of 160 members, Members
of both the Senate and the House are elected to fwo-year terms in even-numbered years. The General Court meets

every year, and sessions often extend throughout the year.
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The House of Representatives must originate any bill which imposes a tax. Once a tax bill is originated
by the House and forwarded to the Senate for consideration, the Senate may amend it. All bills are presented. to
the Governor for approval or veto; the General Court may override the Governor's veto of any bill by a two-thirds
vote of each branch of the Legislature. The Governor also has the power to return a bill fo the branch of the
Legislature in which it was originated with a recommendation that certain amendments be made therein; such bill
is then before the Legislature and is subject to amendment or reenactmerit at which point the Governor has no
fusther right to return the bill 4 second time with a recommendation to amend.”

Judicial Branch

The judicial branch of state government is composed of the Supreme Judicial Court, the Appeals Court and
the Trial Court. The Supreme Judicial Court has original jurisdiction over cértain cases and hears appeals froin both
‘the Appeals Court, which is an intermediate appellate court, and, in some cases, directly from the Trial Court. The
‘Supreme Judicial Court is authorized to render advisory opinions on important questions of law to the Governor,
the General Court and the Governor's Council. Judges of the Supreme Judicial Court, the Appeals Court and the
Trial Court are appointed by the Governor, with the advice and consent of the Governor’s Council, to serve until
the mandatory retirement age of 70 years. o

Independent Authorities and Agencies

Within the Commonwealth 31 independent authorities and agencies have been’ established by the
Legislature, the budgets of which are not included in the Commonwealth’s annual budget. The Commonwealih
.does, however, appropriate funds in the budget for subsidies, operating assistance and debt service payments, and
is Hable for the outstanding debt of certain of these authoritics and agencies, such as the Massachusetts Bay
Transportation Authority (the "MBTA"), the Boston Metropolitan District, the Woods Hole, Martha’s Vineyard and
Nantucket Steamship Authority (the "Steamship Authority"), certain ‘regional transit authorities ("RTA’s"), the
Massachusetts Convention Center Authority (the '?'-MCCA'") and the Massachusetts Government Land Bank (the
“Land Bank"). The Commonwealth guarantees debt issued by four higher eédication building anthorities and various
local housing authorities, ind may be called upon to provide capital reserve funding for the Massachuselts Housing
Finance Agency :(the . "MHFA") and the' Massachusetts Home Mortgage ‘Finance Agency.”  Sce
"COMMONWEALTH BOND AND NOTE LIABILITIES" . Other independent authorities and agencies which issue
their own debt for quasi-governmental purposes include the Massachusetts Educational Financing ‘Authority, the
Massachusetts Health and Educational Facilities Authority ("HEFA"), the Massachusetts Industrial Finance Agency,
the Massachusetts Port Authority, the Massachusetts” Turnpike Authority, the Massachusetts Water Pollution
vAbatement Trust (see "OTHER COMMONWEALTH LIABILITIES - Water Pollution Abatement Trust") and the
Massachusetts Water Resources Authority (the "MWRA"). =~ -~ b o o

Local Gavernment

Below the level of state government are 14 county governments -responsible for various functions,
principally the operation of houses of correction and registries of probate and deeds. Each county government
assesses its constituent cities and towns for the czsis of its services. ‘ S o

All territory in the Commonwealth is in one of the 14 counties and in one of the 351 incorporated cities
and towns which exercise the functions of local government. Cities and towns or regional school districts
established by them provide elementary and secondary education, Cities are governed by several variations of the
mayor-and-council or manager-and-council form, Most towns place éxeciitive power ‘in a board of three or five
selectmen elected to one or three-year terms and retain legislative powers in the voters themselves, who assemble
in periodic open or representative town meetings. Various local and regional districts exist for schools, parks, water
and wastewater administration and ceitain other governmental functions. ' s

:Municipal revenues consist of property taxes, Local Aid, local receipts (including motor vehicle excise
‘taxes, local oplion taxes, fines, licenses and pérmits; charges for local services, and investment income), and other
available funds (including general and dedicated reserve funds). Following the enactment in 1980 of the’ tax
limitation initiafive pefition commonly known as Proposition 2 1/2, most local governments have been forced to rely
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on other revenues, principally Local Aid, to support local programs and services. See "COMMONWEALTH
PROGRAMS AND SERVICES -- Local Aid". : :

Initiative Petitions

Under the Massachusetts constitution, legislation may be enacted in the Commonwealth pursuant to a voter
initiative process, Initiative petitions which have been certified by the Attorney General as to proper form and as
to which the requisite number of voter signatures have been collected are submitted to the Legislature for
consideration. If the Legislature fails to enact the measure into law as submitted, the petitioner may place the
initiative on the ballot for the next statewide general election by collecting additional voter signatures. If approved
by a majority of the voters at the general election, the petition becomes law 30 days after the date of the election.
Initiative pelitions approved by the voters do not constitute constitutional amendments and may be subsequently
amended or repealed by the Legislature. In recent years ballots at statewide general elections typically have
presented a variety of initiative petitions, frequently including petitions relating to tax and fiscal policy. A number
of these have been approved and become law. Sec particularly "COMMONWREALTH REVENUES -- State Taxes;
Other Taxes" and " Limitations on Tax Revenues” and "COMMONWEALTH PROGRAMS AND SERVICES
-- Local Aid". . - ;

COMMONWEALTH BUDGET, FINANCIAL MANAGEMENT AND CONTROLS.

Operating Fund Structure

_Budgeted Operating Funds. The Commonwealth's operating fund structure satisfies the requirements of
state finance law and is in accordance with generally accepted accounting principles ("GAAP"), as defined by the
Governmental Accounting Standards Board.. The General Fund and those special revenue funds which are
appropriated in the annual state budget receive most of the non-bond and non-federal grant revenues of the
Commonwealth. These funds are referred to in this Information Statement as the "budgeted operating funds" of
the Commonwealth. They do not include the capital projects funds of the Commonwealth, into which the proceeds
of Commonwealth bonds are deposited. See."Overview of Capital Spending Process and Controls; Capiral Projects
Fund Structure”. The three principal budgeted operating finds are the General Fund, the Highway Fund and the
Local Aid Fund. Expenditures from these three funds generally account for approximately 98% of total expenditures
of the budgeled operating funds. I o y o

Stabilization Fund. State finance law provides for a Stabilization Fund relating to the use of fiscal year-end
surpluses, A limitafion equal to 0.5% of total tax revenues is imposed on the amount of any aggregate surplus in
the Commonwealth’s three principal budgeted operating funds which may be carried forward as a beginning balance
for the next fiscal year. Any amount in excess of that limitation is reserved in the Stabilization Fund, from which
funds can be appropriated (i) to make up any difference between actual state revenues and allowable state revenues
in any fiscal year in which actual revenues fall below the allowable amount, (ii) to replace state and local losses of
federal funds or (iii) for any event, as determined by the Legislature, which threatens the health, safety or welfare
of the people or the fiscal stability of the Commonwealth or any of its political subdivisions. Up to 5% of total state
tax revenues may be accumulated in the Stabilization Fund. Amounts in excess of that figure at the end of any fiscal
year are to be applied to the reduction of personal income taxes.

Overview of Budgefary Process

Generally, funds for the Commonwealth’s programs and services must be appropriated by the Legislature.
The process of preparing a budget at the administrative level begin carly in the fiscal year preceding the fiscal year
for which the budget will take effect. The. legislative budgetary process begins in January (or, in the case of a
newly elected Governor, not fater than March) with the Governor's submission to the Legislature of a budget
recommendation for the fiscal year commencing in the coming July, The Massachusetts constitution requires that
the Governor recommend to the Legislature a budget which contains a statement of alt proposed expenditures of
the Commonwealth for the fiscal year, including those already authorized by faw, and of all taxes, revenues, loans
and other means by which such expenditures shall:be defrayed. By statute, the Legislature and the Governor must
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approve a balanced budget for each fiscal year, and no supplementary appropriation bill may be approved by the
Governor if it will result in an unbalanced budget. However, this is a statutory requirement that may be superseded
by an appropriation act, ' . '

The House Ways and Means Committee considers the Governor’s budget recommendations and, with
revisions, proposes a budget to the full House. Once approved by the House, the budget is considered by the Senate
Ways and Means Committee, which in turn proposes a budget to be considered by the full Senate., After Senate
action, generally a legislative conference committee develops a compromise budget for consideration by both
branches of the Legislature, which upon adoption is sent to the Governor. Under the Massachusetts constitution,
the Governor may veto the budget in whole or disapprove or reduce a specific line-item, The Legislature may
override the Governor’s veto or specific line-item vetoes by a two-thirds vote of both the House and Senate. The
annual budget legislation, as finally enacted, is known as the General Appropriation Act.

In the event that a General Appropriation Act is not approved by the Legislature and the Governor prior
to the beginning of a fiscal year on July 1, the Legislature and the Governor may approve a temporary budget under
which funds for the Commonwealth’s programs and services would be appropriated based upon the level of
appropriations from the prior fiscal year budget. -Temporary budgets have been utilized frequently in the
Commonwealth pending final approval of the General Appropriation Act by the Legislature and the Governor.

During the course. of the fiscal year, the Office of the Comptroller monitors budgetary accounts and notifies
the Secretary for Administration and Finance and the House and Senate Committees on Ways and Means whenever
the appropriation to any account has been depleted. Whenever the Governor believes that existing appropriations
are insufficient to provide for projected expenditures under authorized programs, the Governor may seck
supplemental appropriations for particular programs or spending items. Supplemental appropriations have been
commonplace in recent years for various purposes, including, in particular, Medicaid and certain other public
assistance programs. : : : :

Various procedures required by state finance law are used by the Commonwealth to monitor revenues and
expenditures during the fiscal year. For example, quarterly revenue-estimates are required to be made by the
Sccretary for Administration and Finance. See "COMMONWEALTH REVENUES -- Tax Revenue Forecasting”.
In addition, each department head is required to notify the Secretary for Administration and Finance and the House
and Senate Committees on ‘Ways and Means of any anticipated decrease in estimated revénues for his or her
department from the federal government or other sources or whenever it appears that any appropriation will -be
insufficient to meet all expenditures required in the fiscal year by any law, rule, regulation or order not subject to
administrative control. The Secretary for Administration and Finance must notify the Governor and the House and
Senate Committees on Ways and Means whenever the Secretary determines that revenues will be insufficient to'meet
authorized .expenditures. The Secretary for Administration and Finance is then required lo compute projected
deficiencies and, under Section 9C of Chapter 29 of the General Laws, the Governor is required to reduce
allotments, fo the extent lawfully permitted to do so, or submit proposals to the Legislature to raise additional
revenues or to make appropriations from the Stabilization Fund to cover such deficiencies, T

- From time to time, the Governor’s use of the Section 9C power to withhold allotments has been challenged
by litigation. In May 1990 the Massachusetts Supreme Judicial Court invalidated a withholding of local school aid
funds, ruling that Section 9C extended only to appropriations of funds to state agencies under the conirol of the
Governor.

Cash and Budgetary Controls

The Commonwealth has in place controls designed to ensure that sufficient cash is available to meet the
Commonwealth’s obligations, that state expenditures are consistent with periodic allotments of annual appropriations
and that moneys are expended consistently with statutory and public purposes. Two independently elected Executive
Branch officials, the State Treasurer and the State Auditor, conduct the cash management and independent audit
functions, respectively. The Comptroller conducls the expenditure control function. ' The Secretary for
Administration and Finance is the Governor's chief fiscal officer and provides ‘overall coordination of fiscal
acfivities.
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In addition, the Commonwealth’s Finance Advisory Board is obligated by law to survey pericdically the
debt instruments of the Commonwealth and report on the Commonwealth’s financial structure, including debt and
financial marketing plans. The Board consists of the State Treasurer and four members appointed by the Governor.

Cash Management Practices of State Treasurer

The State Treasurer’s office is responsible for ensuring that all Commonwealth financial obligations are
met on a timely basis. The Massachusetts constitution requires that all payments by the Commonwealth (other than
debt service) be made in accordance with a warrant approved by the Governor’s Council. The Comptrolter prepares
weekly warrants for approval by the Governor’s Council. Once the warrant is approved, the State Treasurer’s office
disburses the monies, :

The Cash Management Division of the Office of the State Treasurer accounts on a daily basis for cash
received into over 600 separate accounts of the Department of Revenue and other Commonwealth agencies and
departments. The Division relies primarily upon electronic receipt and disbursement systems. ‘

The State Treasurer is required fo prepare and submit quarterly to the House and Senate Committees on
Ways and Means official cash-flow projections for the current fiscal year. The projections must include estimated
expenditures and revenues, together with the assumptions from which such estimates were derived and identification
- of any cash-flow gaps. Regular meetings comparing estimated to actual revenues and expenditures are held among
the Office of the State Treasurer, the Office of the Comptroller, the Department of Revenue and the Executive
Office for Administration and Finance,

The State Treasurer’s office, in conjunciion with the Exccutive Office for Administration and Finance,
develops quarterly and annual cash management plans to address any gap identified by the projections and variance
reports. The cash management plans are required to be submitted to the House and Senate Committees on Ways
and Means on or before September 1 of each Year.

Fiscal Control, Accounting and Reporting Practices of Comptroller

The Comptroller is responsible for oversight of fiscal management functions, establishment of all accounting
policies and practices and publication of official financial reports, The Office of the Comptroller maintains the
Massachusetts Management Accounting and Reporting. System ("MMARS"), the centralized state accounting system
that is used by all state agencies and departments except for independent state authorities. MMARS provides a
ledger-based system of revenue and expenditure. accounts enabling the Comptroller to control obligations and
expenditures effectively and to ensure that appropriations are not exceeded during the course of the fiscal. year.
During fiscal 1992 the Commonwealth added a billing and accounts receivable subsystem to its statewide accounting
system in order to automate the billing, collection and management of its non-tax revenues.

Expenditure Controls. The Compiroller requires that the amount of ali oblj gations under purchase orders,
contracts and other commitments for the expenditures of monies be recorded as encuiibrances. Once encumbered,
these amounts are not available to support additional spending commitments. As a result of these encumbrances,
spending agencies can use MMARS to determine at any given time the amount of their appropriations available for
future expenditure. 7 -

The Comptroller is responsible for compiling expenditure requests into the weekly warrant for approval
by the Governor’s Council. In preparing the warrant, the Comptroller’s office reviews each account and subaccount
to ensure that the necessary monies for payment have been both appropriated by the Legislature and allotted by the
Governor. By law, certain obligations may be placed upon the weekly warrant even if the supporting appropriation
and/or allotment is insufficient. These obligations include debt service, which is specifically exempted from the
warrant requirement, and Medicaid payments which are mandated by federal Jaw.

In prior fiscal years, when the Commonwealth exper?encad cash shortfalls, the Comptroller, in consultation
with the Stale Treasurer and the Executive Office for Adiinistration and Finance, developed a procedure for
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prioritizing payments based upon state finance law and sound fiscal management practices. Under the current
procedure, debt service on the Commonwealth's bonds and notes is given the highest priority among the
Commonwealth’s various payment obligations.

Internal Conirols. The Comptroller maintains internal controt policies and procedures in accordance with
state finance law that state agencies are required io follow. Violations of state finance law or regulation, or other
internal control weaknesses, must be reported to the State Auditor, who is authorized, among other - things, to
investigate and recommend corrective action. ’

Statutory Basis of Accounting. The Commonwealth adopts its bﬁdget and maintains its financial information
on the basis of state finance law (the "statutory basis" or the “statutory basis of accounting"), The emphasis is on
accountability and budgetary control over appropriations.

Under the statutory basis, tax and departmental revenues are accounted for on a modified cash basis by
reconciling revenue to actual cash receipts confirmed by the State Treasurer. Certain limited revenue accruals are
also recognized, including federal reimbursements receivable with respect to expenditures already made,
Expenditures are measured on a modified cash basis with actual cash disbursements as confirmed by the State
Treasurer, except that encumbrances for goods or services received on or before the end of a fiscal year are
recognized as accounts payable and included in expenditures. - -

For the majority of Commonwealth programs and services, the measurement of expenditures under the
statutory basis of accounting is equivalent to such measurement on a GAAP basis., However, for certain
federally-mandated entittement programs, such as Medicaid, expenditures are recognized to the extent of
disbursements on appropriations made through June 30 of each fiscal year. The approximate net effect of this.
statutory practice is to charge in each fiscal year the Medicaid bills of the last one or two months of the preceding
fiscal year and the first ten or ¢leven months of the current fiscal year., ‘

GAAP Basis of Accounting. Since fiscal 1986, the Comptroller has prepared Commonwealth financial
statements on a8 GAAF basis. The emphasis is on demonstrating interperiod equity through the use of modified
accrual accounting for the recognition of revenues and expenditures/expenses. In addition to the primary
government, certain independent authorities and agencies of the Commonwealth are included as component units
within the Commonwealth’s reporting entity, primarily as non-budgeted enterprise funds.

Under GAAP, revenues are reported in the period in which they become both measurable and available.
Revenues are "available" when they are expected to be collected within the current period or soon encugh thereafter
to be used to pay liabilities of the current period. Significant revenues susceptible to accrual include income, sales
and use, corporation and other taxes, federal grants and reimbursements, local government assessments for
operations of the MBTA and reimbursements for the use of materials and services. Tax accruals, which represent
the estimated amounts due to the Commonwealth on previous filings, over and under withholdings, estimated
payments on income earned and tax refunds and abatements payable, are all recorded as adjustments to statutory
basis tax revenues. Expenditures/expenses are recorded in the period in which the related fund liability is incurred,
Principal and interest on long-term debt obligations are recorded as fund liabilities when due. Majer expenditure
accruals are recorded for the cost of Medicaid claims that have been incurred but not paid, net cost of service
payments due to the MBTA, claims and judgments and compensated absences such as vacation pay earned by state
employecs. See "FINANCIAL RESULTS -- Selected Financial Data -- GAAP Basis" and "EXHIBIT C - 1992
General Purpose Financial Statements -- GAAP Basis", : '

Financial Reports. The Commonwealth’s fiscal year ends on June 30 of each year. Throughout the year,
the Comptroller prepares monthly interim financial statements, and, in September, following the end of each fiscal
year, the Comptroller issues the Preliminary Financial Report. These interim and preliminary financials are
prepared on the statutory basis of accounting and are not audited, but they are considered authoritative. In the
following January, the Comptroller publishes the Commonwealth’s audited annual report. For fiscal 1986 through
1989 this report included audited financial statements on both the statutory basis of accounting and on the GAAP
basis. Since fiscal 1990, these financial statements have been issued ds two separate financial reports, one utilizing
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the statutory basis of accounting (the "Statutory Basis Financial Report") and the Comprehensive Annual Financial
Report ("CAFR"), which is on a GAAP basis. The general purpose financial statements from these two reports
of the Commonwealth for fiscal 1992 are attached hereto as Exhibits B and C, respectively, For fiscal 1990 through
1992 the independent auditor’s opinions were unqualified. Copies of these financial reports are available at the
address provided under "CONTINUING DISCLOSURE".

. The Comptroller retains an independent certified public accounting firm to render certain opinions on its
financial statements and on certain other reports required by the single audit. As part of the single audit, the
independent auditors render a report on all progranis involving federal funding for compliance with federal and state
laws and regulations and assess the adequacyi of internal control systems, A separate report is issued on all
programs not involving federal funding. - iy

The CAFRs for fiscal 1990 and 1991, from which certain information contained in this Information
Statement has been derived, were each: awarded: the. Certificate of Achievement for Excellence in Financial
Reporting by the Government Finance Officers/Association of the United States and Canada (the "GFOA"). 'The
Certificate of Achievement is the highest form.of re¢ognition for excellence in state and local government financial
reporting. In order to be awarded a Certificate of Achievement, a governmental unit must publish an easily readable
and efficiently organized comprehensive annual financial report, the basic contents of which conform to program

standards. Such report must satisfy both GAAP and applicable legal requirements. A Certificate of Achievement -

is valid for a period of one year only. The Comptroller believes that the Commonwealth’s CAFR for fiscal 1992

continues to conform to Certificate of Achievement program standards, and it has been submitted to the GFOA.,
. B Y A 1122 L1 SEONT ST

Overview of Capital Spending Process and Controls:;. :-

R B T TS RER

Capital Projects Fund Structure. , Cipital projects. funds ("Capital Projects Funds™) are used to account for
financial resources used to acquire or construct major'capital assets and to finance capital projects. These resources
are derived principally from proceeds of Commonwealth bonds and bond anticipation notes, federal reimbursements
and transfers from other governmental funds: - Authotized capital appropriations are funded from Capital Projects
Funds. This capital spending is financed principally. from proceeds of Commonwealth bonds and bond anticipation
notes, federal reimbursements and transfers.from:other governmental funds. The issuance of bonds and bond
anticipation notes requires that both houses of the: Legislatire apprdve, by a two-thirds vote, a separate bond
authorization to incur debt for a specific purpose. . Ses’'COMMONWEALTH BOND AND NOTE LIABILITIES
-- Qverview". Pursuant to state finance law, the Govemor, through the Secretary for Administration and Finance,
has discretion over the allotment and, therefore, the actual éxpenditure of funds authorized by capital appropriations,

, . L B K T - -

Five-Year Capital Spending Plan. In August 1991, the administration announced the development of a five-
year capital spending plan (the "Five-Year Capital Spending Plan").- The Five-Year Capital Spending Plan, which
is an administrative guideline and subject to amendmerit by: the:Governor at any time, sets forth capital spending
allocations for the next five fiscal years and establishes capital spending limits. The Governor has also introduced
a set of capital spending controls. See "Capital Spending Controls", . :

The policy objective of the Five-Year Capital Spending: Plan is to limit the debt burden of the
Commonwealth by controlling the relationship between-current ¢apital spending and the issuance of bonds by the
Commonwealth. Capital appropriations enacted-by,the_‘]-ﬁgis'at“fe‘ﬂl'&_typically matched with bond authorizations.
The Governor, by utilizing his discretion over the allotmeit of funds for capital appropriations, may control the rate
at which capital appropriations are expended, and thereforé ¢ontrol the amount of bonds issued to finance such
expenditures, I

copaesuRERTE e ,

The following table, entitled "Summary of Five:Year C”:‘Pital'spending Plan and Plan of Finance", sets
forth capital spending of the Commonwealth, including the MBTA, as well as the sources of funding for such capital
spending, including federal aid, for fiscal years 1993 through:l_997. : Total capital spending for fiscal years 1994
through 1997 to be financed from Commonwealth debt is forecast at $4.12 billion, which is significantly below
legislatively authorized capital spending levels. See "COMMONWEALTH ROND AND NOTE LIABILITIES --
Authorized But Unissued Debt". In addition, the Five-Year Capital Spending Plan a]so forecasts total MBTA capital
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expenditures of $1.480 billion for fiscal years 1993 through 1997, which spending will be financed through the
issuance of bonds by the MBTA (see "COMMONWEALTH BOND AND NOTE LIABILITIES -- Commonwealth
Supported Debt; MBTA") and assumes that the projected level of Commonwealth capital spending will leverage
additional federal aid of $5.767 billion for this period.  The anticipated levels of federal aid rely on certain
assumptions concerning the level of federal participation in the funding of the third harbor tunnel and central artery
suppression projects and for state highways and bridge repair.

Summafy of Five-Year Capital Spending Plan and Plan of Finance(1)
i ' (in millions) :

1993 1994 1995 1996 199 Tolal

Uses of Funds
Information Technology $24 $26 513 $10 $1 $ 24
Infrasiructure(2) 139 205 21 213 230 998
Environmental Affairs
Commonwealth Expenditures(3) 167 133 123 109 66 598
Federal Clean Water Aid(4) ' 153 _81 _25 _1s _0 256
Subtotal 302 214 148 124 66 854
Housing Granls 64 Ky 27 29 23 175
Transportation .
Commonwealth Expenditures as4 a2 334 149 361 1,819
MBTA 224 ) KRK] 259 341 1,480
Federal Highway/MBTA Aid _0i8 1110 Lied 1,155 1,164 5.511
Subtotal LS26 1,825 1831 1763 1,866 8.810
Economic Development -—(5) 43(5) 100 100 100 349
Miscellaneous Capital Projects 43 13 13 1 9 94
Total $2,097 $2,368 §2343 $2,249 $2,305 $11,364
Sources of Funds
Pederal Aid S 31,053 $1,191 $1,189 $1,170 $1,164 $5,767
Commonwealth Debt(6) 820 854 321 820 800 4,116
MBTA Bonds _24 323 333 259 - 34 1,480
Total $2,097 $2,368 $2,343 $2,249 $2,305 $11,364

SOURCE: Execulive Office for Administration and Finance.

0] Totals may not add due to rounding. :

2) Includes hospital consolidation, prison construction, courts, higher education and miscellaneous other projecis,

3) Includes amounts to be paid by the Commonwealth to capitalize the Massachuselts Water Pollution Abatement Trust,

()] Represents the federal portion of the capitalization of the Massachusetts Water Pollution Abatement Trust.

(%)) Does not include $58.0 million in fiscal 1993 and $67.0 million in fiscal 1994 to be spent on lransporiation projects related to
economic development.

©) Includes general obligation bonds and special obligalion bonds.

The Commonwealth anticipates that a substantial portion of the state financed share of the Five-Year Capital
Spending Plan will be financed from the proceeds of general obligation debt. Due to the size and complexity of
the Commonwealth’s capital program, and other factors, the timing and amount of actual capital expenditures and
debt issnances over the period will likely vary somewhat from the annual spending amounts contained in the Five-
Year Capital Spending Plan, o

Capital Spending and Controls. In conjunction with the development of the Five-Year Capital Spending
Plan, the Governor has directed the implementation of a number of accounting procedures and fiscal controls to limit
agency capital spending to the levels established by the Five-Year Capital Spending Plan. Since July 1, 1991, all
agency capifal spending has been tracked against the Five-Year Capital Spending Plan on both a cash and an
encumbrance accounting basis on MMARS, the Comptroller’s statewide accounting system, and federal
reimbursements have been budgeted and monitored against anticipated receipts. The Governor intends to direct the
consolidation of the number of Capital Projects Funds and the implementation of a new capital contracts approval
process, .

The Governor is pursuing additional measures o limit the ﬁractice of shiﬂiﬁg operating agency personnel
costs and other operating expenditures to Capital Projects Funds. Implementation of this full-cost budgeting
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approach to more precisely relate the effect of capital spending to the operating budget should provide further
incentive for agency managers to conltrol Capitgl‘ spending. ' ‘

Audit Practices of State Auditor - -~ . -

The State Auditor is mandated under state- law to conduct an audit at least once every bwo years of all
activities of the Comumonwealth. The audit encompasses 750 entities, including the court system and the
independent authorities, and includés an OVGi*ali_b\'ralﬁ-éti{on"bf management operations. The State Auditor also has
the authority to audit foderally aided programs and:véndors under contract with the Commonwealth, as well as to
conduct special audit projects. The State Auditor’s office conducts both financial compliance and performance audits
in accordance with gencrally accepted government ‘Aiditing standards issued by the Comptroller General of the
United States. In addition, and in conjunction with the independent public accounting firm of Deloitte & Touche,
the State Auditor performs a significant portion of the audit work relating to the state single audit. -

Within the State Auditor's office is the Division of Local Mandates, which evaluates all proposed and actual
legislation to determine the financial impé'g; on the Commonwealth’s cities and towns. Tn accordance with state law,
the Commonwealth is required to reimburse cities and towns for any costs incurred through mandated prograns
established after the passage of Proposition 2 1/2, the slatewide tax limitation passed by initiative petition in 1980,
unless expressly exempted from those provisions, and 'the State Auditor’s financial analysis is used to establish the
amount of reimbursement due, Sce ‘__"'ICQMMQIS._VjV:EALTH PROGRAMS AND SERVICES -- Local Aid;
Proposition 2 1/2". T e -

- FINANCIAL RESULTS

As the annual operating budget of the Commonwealth is adopted in accordance with the statutory basis of
accounfing, public and governmental discourse on.the financial affairs of the Comnonwealth has traditionally
followed the statutory basis. Consequently, the financial information set forth in this document follows the statutory
basis, except where otherwise noted, Since fiscal 1990, the Commonwealth has prepared separate audited financial
reporls on the stafutory basis-and on i GAAP basis’ Ses' "COMMONWEAITH BUDGET, FINANCIAL
MANAGEMENT AND CONTROLS -- Fiscal Control, Accounting and Reporting Practices of the Comptroller;
Financial Reports", The fiscal 1992 statutory. basis financial statements, as presented in the Statutory Basis
Financial Report, are set forth in Exhibit B. The fiscal 1992 GAAP basis financial statements, as presented in the
Comprehensive Annual Financial Report, are set forth in Exhibit C. : - '

R LIS

Selected Financial Data - Statutory Basis. o

e

: ting funds presented in the following tables are derived
from the Commonwealth’s audited statutory basis finanéial statenicnts for fiscal 1988 through 1992 and unandiied
esfinates for fiscal 1993 prepared by the Executive _(JJ*f{ﬁﬁqer for Administration and Finance as of February 26, 1993.
The financial information presented includes alll;ﬁd%a:ledopératllllg funds of the Commonwealth. When the status

vty o iy et N7 TR

The revemies and cxpenditurcé of the bud geted opera

*ﬁ’f‘ bﬂeﬂ" réstated to conform to the fiscal 1993 budget.

of a fund has changed during this period; priof yed:

The Commonwealth currently has'36 deﬁé’féa-;fu‘ﬁ‘:&".'.Dl’i:fiﬁ.g'ét fiscal year there are numerous transactions
among these budgeted funds, which from the fund accounting perspective create offsetting inflows and outflows.

Tt

In conducting the budget process; thié _,E')!téél."ﬁ?e'%?lo.\f_ﬁc't‘f fol":‘\dmi‘i!is[ration and thance excludes those

interfund transactions that by their nature have nolmﬁa;.crt"onih eco'mbmed fund balance of the budgeted funds. The
following table isolates this interfund activity fror tl‘{ef:)udg'et‘?ci' sources and uses to align more clearly forecasts
prepared during the budget process to’ the detailed fund _?}‘ffi“)l"[it_h{gf_Of the Commonwealth’s annual financial
statements. The table also isolates the assessm’en_ts:1dp;’mﬁg!9§9,§1i‘t;i¢:sj collected by the Commonwealth and paid to
the MBTA and RTA’s. This activily is 'rcéb'rded_!i_f} the C_?T“Fﬂ?ﬂ‘?‘?ﬁlllf's"ﬁhincial staternents as part of the General
Fund, but it is not appropriated or included in the budget process,” == '

More detailed information with respect tQ;,f?ﬁ‘{l_‘. (.’f_ ﬁscal years 1988 through 1993 is provided in the
discussion following the table. Unless otherwise iﬂglc,ﬂt,‘_’ffj_.'”l theﬁflanc)eal information discussed for such fiscal years.
in this Iriformation Statement is bascd upon the fipancial informatioi contained in this table.
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Budgeted Operating Funds Operations -- Statutory Basis
(in millions)

R ) » T . Estimated
. -  Fiseal ~ Fiscal . Fiseal Fiscal . Fiscal . Fiscal
i ' o B (-1 T S 7. 1990 1991 1992 1993
o Beginning Fund Balances ' o
f Reserved or Designated $567.7 $170.3 © $124.9 $174.5 $119.8 $236.2
Stabilization Fund (1) 703 112.3 - - 592 2304
Undesignated 85.1 70.6 (444.2) (1,278.9 58.1 82.3
Total 723.1 353.2 (319.3) (110449 237.1 549.4
Revenues and Other Sources
Taxes T . 82745 . 88154 85127 8999 04836 9,940.0
Federal Reimbursements (2) o 1,493.8 1,542.0 L7175 2,777 o 2,3935 2,649.8
Departmental and Other Revenues - 851.0 '949.1 i13e7 - 1,2049 1,187.3 L3015
Interfund Transfers from Non-budgeted : T ST ‘ '
Funds and Other Sources (3) e 0487 - 663.9 - .641.3: 656.6 663.9 o194
Budgeted Revenues and Other Sources 11,2684 119704 12,0083 13685 131283 14,640.7 .
Mass Transit Assessmenls from v ’ ’ ’ ’
Municipalities : 1177 . 2 1207 1239 ° " 1302 130.9 T 1342
Interfund Transfers among Budgeted Funds f o I : o
and Other Sources 814 2177 a1 -+ 1497 366.9 ) 286.3
Total Revenues and Other Sources 11,467.5 12,308.8 12,2232 13,913.4 14,226.1 15,0612
Expenditures and Uses
Programs and Services 104058 11,3020 (1,7702:- 11,9483 11,7612 - - 12,9052
Debl Service 563.7 649.8 770.9 942.3 898.3 1,195.1
Pensions : 600.2 659.7 671.9 703.9 51.5 875.8
Interfund Transfers to Non-budgeted Funds
and Other Uses 68.6 31.3 46.7 6d. 8.8 _ 0.0
Budgeted Expendilures and . .
Other Uses 11,638.3 12,6429 13,259.7 13,658.5 13,419.8 14,976.1
Payment of Municipal Mass Transit :
Assessmenis lo the MBTA and RTA's 117.7 1207 123.9 130.2 1309 134.2
Interfund Transfers emong Budgeled
Funds and Other Uses 81.4 217.7 91.1 149.7 366.9 286.3
Other Adjustments (4) -- - = Ga.8 ERS] (16.0)
! Total Expenditures and Other Uses 11,8374 12,9813 13,4747 - 13,9346 13,913.8 15,380.6
Excess (Deficiency) of Revenues and Other
Sources Over Expenditures and Qiher Uses (169.9 (672.5 (1,251.5) 21.2) 3123 19.4
Prior Year Deficit Financing — -- 466.4 1,362.7 - -
Ending Fund Balances
N Reserved or Designated 170.3 124.9 174.5 119.8 2316.2 52
’ Stabilization Fund (1) 1123 -- - 59.2 2304 193.0
s Undesignaled 70.6 (444.2) (1,278.9 58.1 82.3 26.8
1 Total : $353.2 $(319.3)  $(1,104.4) 37.1 $549.4 §230.0
bl
! SOURCE: Fiscal 1988-1992, Office of the Comptroller. Estimated Fiscal 1993, Executive Office for Administration and Finance.
) Siahilization Fund balances are nol expendable without subsequent specific legislative authorization.
2 (2) Includes 3513 million for fiscal 1991, $163.6 million for fiscal 1992 and an estimated $212.7 million for fiscal 1993 in federal
S reimbursemenis resulting from claims for reimbursement of certain uncompensated care for Massachusells hospitals. See "Fiscal
Years 1988 Through 1992" and "1993 FISCAL YEAR".
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3) Interfund teansfers represent accounting transfers which reallocate resources among funds. Fund deficit support transfers of $231.0
million and $234.8 million in fiscal 1988 and 1991, respectively, have been eliminated to facilitate comparative analysis. Includes
transfers between the Stabilization Fund and the budgeted operating funds. Transfers to the Stabilization Fund were $37.3 million,
$59.2 million and $170 million in fiscal 1988, 1991 and 1992, respectively. In fiscal 1989, $120.2 miltion was transferred from the
Stabilization Fund to the General Fund. For fiscal 1993, it is estimated that $32.4 million will be transferred from the Stabilization
Fund to the General Fund. See "COMMONWEALTH REVENUES —- Federal and Other Non-Tax Revenues®.

()] Primarily represents surpluses in Intragovernmental Service Fund,

Annual budgeted revenues increased by approximately 6.2% in fiscal 1989, increased by 0.3% in fiscal
1990 and increased by approximately 13.5% in fiscal 1991. Annual budgeted revenues increased from fiscal 1991
to fiscal 1992 by approximately 0.7% and are projected to increase by approximately 6.6% in fiscal 1993. Annual
budgeted expenditures increased at annual rates of approximately 8.6 % in fiscal 1989, 4.9% in fiscal 1990 and 3.0%
in fiscal 1991. Annual budgeted expenditures decreased from fiscal 1991 to fiscal 1992 by approximately 1.7% and
are estimated to increase by approximately 11.6% in fiscal 1993. Fund balances in the budgeted operating funds
declined from opening balances of $723.1 million in fiscal 1988 to ending balances of negative $1.104 billion in
fiscal 1990. For fiscal 1991, these funds attained positive ending balances of $237.1 million, of which $59.2 million
was reserved in the Commonwealth’s Stabilization Fund pursuant to state finance law. Fiscal 1992 ended with
positive fund balances of $549.4 million, including $230.4 million in the Stabilization Fund. Fiscal 1993 is
estimated to end with a current operating loss of $319.4 million, and after the application of a portion of the fiscal
1992 ending fund balances, a positive fund balance of $230.0 million, including $198.0 million in the Stabilization
Pund. See "Fiscal Years 1988 Through 1992" and "1993 FISCAL YEAR",

Selected Financial Data - GAAP Basis

The following table provides financial results on a GAAP basis for fiscal years 1988 through 1992 for all
budgeted operatmg funds of the Commonwealth.
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Budgeted Operatmg Funds Operatlous - GAAP Bas:s
~ (in millions)

Fiscal 1988 Fiscal 1989 Fiscal 1990 Fiscal 1921 Fiscal 1992
Fund equity {deficif) at beginning of year . $720.4 T $(51.6) $(946.2) " $(1,895.5) $(761.2)
Revenues and Sgurces - ’ .
Taxes - ' 8,02.8 8,685.2 8,259.6 . 9,I31.1 9,471.0 -
‘Pederal Grants and Reimbursements . 1,614.8 - 1,736.8 1,649.7 2,808.8 - 24159
Department and Other Revenues 975.9 ’ 1.085.'] . 1,249.0 1,359.1 1,441.1
Interfund Transfers and Other Sources N 639.0 " B04.4 8070 800.7 817.5
Total . 11,262.5 - 123115 11,965.3 14,099.7 14,145.5
Expenditures and Uses
Programs end Services 10,312.6 l_1,160.l 11,193.2 11,892.5 11,348.8
Debt Serviceo " 563.7 ' 649.8 7709 942.3 B 751.5
Pensions . . 600.2 - 6629 671.9 - 706.5 898.3
Interfund Transfers and Other Uses (i) 558.0 7333 745.0 7868 . - - 7673
Total ' o o 120345 132061 13381.0 = 14,328.1 13,765.9 .
Excess (Deficiency) of Revenues and Other : :

Sources over Expendilures and Other Uses 1720 894, 1,415, 28.4 379.6
Prior Year Deficit Financing ' - - 464 13627 -
Fund Equity (Deficit) at End of Year 51.6 $(9462)  $(1,895.5) 761.2 . $081.6)
SOURCE: Office 0.1‘; tue Cometroller.

a Fund deficit support transfers of $231.0 miltion and $234.8 million in fiscal 1988 and 1991, respectively, have been eliminated to

facilitate comparafive analysis. See "COMMONWEALTH REVENUES -- Federal and Other Non-Tax Revenues”,

Using a modified accrual basis of accounting, the GAAP financial statements have provided a picture of
the financial condition of the budgeted operating funds that is different from that feported on'the statutory basis.
See "Selected Financial Data - Statutory Basis".  Under GAAP, the budgeted operating funds reported a fund deficit
at the end of fiscal 1988, while on the statutory basis a positive fund balance was reported. The GAAP fund deficits
in fiscal 1989 and 1990 were larger than the statutory basis deficits for the same years. At the end of fiscal 1992,
the GAAP fund deficit of $381.6 million stands in contrast to a positive statutory basis fund balance of $549 4
million. For a description of the differences- between statutory basis and GAAP basis accounting, * see
"COMMONWEALTH BUDGET, FINANCIAL MANAGEMENT AND CONTROLS -- Fiscal Control Aeeountmg
and Reporting Practices of the Comptroller; GAAP Basis of Accountmg :

Fiscal Years 1988 Through 1992

1988 Ftscal Year.. Budgeted expendltures for fiscal 1988 were apprommately $11.638 billion. Budgeted
revenues and other sources for fiscal 1988 were approximately $11.268 billion. By drawing on fund balances from
prior years, the Commonwealth ended fiscal 1988 with a posmve fund balance

1989 Fiscal Year., Budgeted expenditures for fiscal 1989 were apprommately $12.643 billion, Budgeted
revenues and other sources for fiscal 1989 were approximately $11.970 billion. * The fiscal 1989 operating loss
equalled approximately $672.5 million. With fund balances from prior years depleted the Comimonwealth ended
the fiscal year with fund balances in deficit by $319.3 million. A related cash deficit as of the end of fiscal 1989
forced the State Treasurer to defer until fiscal 1990 certain fiscal 1989 disbursements, including the payment of
approximately $305.0 million in Local Aid. In order to fund the fiscal 1989 deficit, legislation was enacted in July
1989 providing for certain income tax increases and authorizing a borrowing payable by January 31, 1991 of not
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more than $475,0 million. The Legislature separately authorized certain Medicaid-related Borrowings and direct
expenditures to pay $488.0 million for services provided fo recipients of the Medicaid program in fiscal years prior
to fiscal 1990. See "COMMONWEALTH PROGRAMS AND SERVICES -- Medicaid and Group Health
Insurance”.

1990 Fiscal Year. Budgeted expenditures for fiscal 1990 were approximately $13.260 billion. Budgeted
revenues and other sources for fiscal 1990 were approximately $12.008 billion. The fiscal 1990 operating loss
equalled approximately $1.252 billion and the deficit at the end of the fiscal year equalled $1.104 billion. The fiscal
1990 deficit was financed, in arrears in the following year, from the proceeds of the $1.416 billion of Fiscal
Recovery Bonds issued under legislation enacted in July 1990. See "COMMONWEALTH BOND AND NOTE
LIABILITIES -- General Obligation Debt; Dedicated Income Tax Debt". Retroactive application of the proceeds
of such financing would have resulted in a fiscal 1990 positive closing balance of $258.3 million, on an adjusted
basis. In order to conserve cash at the end of the fiscal year, the Commonwealth deferred until fiscal 1991 the

disbursement of approximately $1.26 billion of Local Ajd due in fiscal 1990.

In July 1989 the Governor vetoed certain provisions included in the budget legislation for fiscal 1990,
including approximately $273.0 million of appropriations. One of these vetoes occasioned a default by the
Commonwealth on a payment of $2.5 million dus September 1, 1989 on a general obligation basis to the
Massachusetts Community Development Finance Corporation, to which the full faith and credit of the
Commonwealth had been pledged. After the enactinent of a supplemental appropriation in the amount of
$2.5 million to meet such payment, the payment was made on September 17, 1990.

1991 Fiscal Year. Budgeted expenditures for fiscal 1991 were approximately $13.659 billion, Budgeted
revenues and other sources for fiscal 1991 were $13.634 billion. The fiscal 1991 operating loss equalled
approximately $21.2 million. Application of the adjusted fiscal 1990 fund balance of $258.3 million resuited in a
final fiscal 1991 budgetary surplus of $237.1 million.  State finance law required that approximately $59.2 milfion
of the fiscal year-cnd balance be credited to the Stabilization Fund, Amounts credited to the Stabilization Fund are
not generally available to defray current year expenses without subsequent specific legislative authorization. See
"COMMONWEALTH BUDGET, FINANCIAL\_MANA}G:EMENT AND CONTROLS -- Commonwealth Fund
Structure", ' _ LT ,

Upon taking office in January 1991, the new: Governor undertook a comprehensive review of the
Commonwealth's budget. Based on projected spending of $14. 105 billion, it was then estimated that $850.0 million
.in budget balancing measures would be needed. prior, to the close of fiscal 1991, At that time, estimated tax
revenues were revised to $8.845 billion, $903.0 million less than was estimated at the time the fiscal 1991 budget
was adopted. The Governor proposed a series of legislative and administrative actions, including withholding of
allotments under Section 9C, designed to eliminate the projected deficit. To address the projected deficit, a number
of legislative measures were enacted, including a state employee furlough program, and the Governor took certain
other administrative actions not requiring legislative approval. It is estimated that spending reductions achieved
through savings initiatives and withholding of a]lc:tmen_ts totalled $484.3 million for fiscal 1991,

In addition to reducing spending to close the projected budget deficit, the new administration, in May 1991,
filed an amendment to its Medicaid state plan which enabled it to claim 50% federal reimbursement on
uncompensated care payments provided to certain hospitals in the Commonwealth, As a result, in fiscal 1991, the
Commonwealth obtained additional non-tax revenués, in the form of federal reimbursements equal to approximately
$513.0 million on account of uncompensated care payments. This reimbursement clajm was based upon then recent
amendments to federal law contained in the Omnibus Budget Reconciliation Act of 1990 and, consequently, on
relatively undeveloped federal laws, regulations and guidelines. At the Tequest of the federal Health Care Financing
Administration, the Office of Inspector General of the United States Departmeny of Health and Human Services has
conducted an audit of the reimbursement, the final results of which have not yet been reported to the
Commonwealth, The administration, which had reviewed the matter with the Health Care Financing Administration
prior to claiming the reimbursement, believes that the Commonwealth Will prevail in the audit. Should it not
prevail, the Commonwealth would have the right to contest and appeal by could be required to repay all or part
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of the Medicaid reimbursement, with interest, or to have such amount deducted from future reimbursement
paymenis.

After disbursement in full of the semi-annual Loeal Aid distribution of $1.018 billion due on June 28, 1991,
retirement of all the Commonwealth’s outstanding commercial paper and repayment of certain other short-term
borrowings, as of June 30, 1991, the end of fiscal 1991, the Commonwealth had a cash balance of $182.3 million.
The fiscal 1991 year-end cash position compared favorably to the Commonwealth’s cash position at the end of the
prior fiscal year, when the Commonwealth's cash shortfall would have exceeded $1.1 hillion had the distribution
of Local Aid not been postponed. ‘

1992 Fiscal Year. Budgeted revenues and other sources for fiscal 1992 were $13.728 billion, including
tax revenues of $9.484 billion. Budgeted revenues and other sources increased by approximately 0.7% from fiscal
1991 to fiscal 1992, while tax revenues increased by 5.4% for the same period.

Budgeted expenditures were approximately $13.420 billion in fiscal 1992, which is $238.7 million, or
1.7%, lower than fiscal 1991 budgeted expenditures. Final fiscal 1992 budgeted expenditures were approximately
$300 million higher than the initial July 1991 estimales of budgeted expenditures. While certain expenditures were
less than originally estimated, spending for certain human services programs, in particular, was higher than initially
estimated, including an increase of $268.7 million for the Medicaid program and $50.0 million for mental
retardation consent decree requirements. Fiscal 1992 budgeted expenditures for Medicaid were $2.818 billion, or
1.9% higher than fiscal 1991. This increase compares favorably with the 19.0% average annual growth rate of
Medicaid expenditures for fiscal years 1988 through 1991. See "COMMONWEALTH PROGRAMS AND
SERVICES -- Medicaid and Group Health Insurance”.

Appropriations for the General Relief and Group Health Insurance programs were among the appropriations
reduced by the Governor prior to signing the fiscal 1992 budget. The Legislature overrode the Governor’s $376.0
million reduction of the Group Health Insurance appropriation, in essence rejecting the Governor's proposal to
increase the state employee and retires share of health insurance costs from 10% to 25%, The General Relief
program was abolished and replaced by Emergency Aid to the Elderly, Disabled and Children ("EAEDC"). The
replacement of General Relief with EAEDC is estimated to have reduced expenditures in fiscal 1992 by $55.1
million, or 29.1%, from spending levels in fiscal 1991 for the General Relief program. See "COMMONWEALTH
PROGRAMS AND SERVICES -- Medicaid and Group Health Insurance” and "-- Public Assistance".

Overall, the budgeted operating funds ended fiscal 1992 with an excess of revenues and other sources over
expenditures and other uses of $312.3 million and with positive fund balances of $549.4 million, when such excess
is added to the fund balances of $237.1 million carried forward from fiscal 1991. Total fiscal 1992 spending
authority continued into fiscal 1993 is $231.0 million,

After payment in ful) of the quarterly Local Aid distribution of $514.0 million due on June 30, 1992,
retirement of the Commonwealth’s ouisianding commercial paper (except for approximately $50 million of bond
anticipation notes) and certain other short-term borrowings, as of June 30, 1992, the Commonwealth showed a
year-end cash position of approximaiely $731.0 million. The fiscal 1992 ending balance compares favorably with
the cash balance of $182.3 million at the end of fiscal 1991.

1993 FISCAL YEAR

Development of Fiscal 1993 Budget

On January 22, 1992, the Governor submitted his fiscal 1993 budget recommendation of $13,992 billion.
The Governor's budget recommendation was based on a tax revenue estimate of $9,150 billion, which was
approximately $75.0 million, or 0.8%, less than then-estimated fiscal 1992 tax revenues of $9.225 billion. This
reduction in estimated tax revenues was attributable in part to a reduction in the Commonwealth’s personal income
tax rate on earned income and certain other income from 6.25% to 5.95%, which took effect on January 1, 1992,
and on the assumption that a proposed further reduction in that rate to 5.75% would be adopted retroactive to the
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same date. The rate reductions were estimated to decrease fiscal 1993 tax revenues by $210 million and $140
million, respectively, The fiscal 1993 reduction in estimated tax revenues was also attributable in part to proposed

new tax credits which were estimated to reduce tax revenues by approximately $52.0 million in fiscal 1993. Ses
"COMMONWEALTH REVENUES -- State Taxes".

On May 13, 1992, the chairpersons of the House and Senate Ways and Means Committees and the
Secretary for Administration and Finance jointly endorsed an estimate of tax revenues for fiscal 1993 of $9.685
billion, an increase of $460.0 million, or 5.0%, from then-estimated tax revenues for fiscal 1992, and an increase
of $535.0 million, or 5.8%, over the tax revenue estimate used in the Governor's initial budget recommendation
for fiscal 1993. The jointly endorséd estimate of tax revenues for fiscal 1993 did not include the annualized impact
of the income and other tax reductions and credits proposed by the Governor, which the Executive Office for
Administration and Finance estimated to be $192.0 million,

On July 10, 1992, the Legisiature passed the fiscal 1993 budget and presenled it to the Governor. The
budget passed by the Legislature was consistent with the joint revenue estimate, but differed in many significant
respects from the Governor's recommended budget. On July 20, 1992 the Governor signed the Legislature's
budget, but exercised his authority to veto certain "line-items", In addition, as noted above, the Legislature has
enacted and the Governor has signed subsequent.sup;ilemental appropriation acts which have the effect of increasing
fiscal 1993 spending authority. O R E : :

. On November 17, 1992, the Legislature ‘authorized the partial funding of certain collective bargaining
agreements between the Commonwealth and 'it,s,,employecs,__These agreements, which were originally scheduled
to take effect in January 1991, included a three year increase in wage levels for Commonwealth employees ‘of
approximately 13.7%. The legislative authorization effectively increases wage levels by 6% during the remainder
of fiscal 1993, and by approximately an additional 7%. for fiscal 1994. This action increases the Commonwealth’s
compensation obligations by approximately $39.8 million for-fiscal 1993 and $173.8 miilion for fiscal 1994. The
Governor vetoed the legislation authorizing such funding due to then current fiscal conditions. However, the veto
was overridden by the Legislature and the pay raise was implemented effective December 21, 1992,

. "‘h’

Oﬁerview of Fiscal 1993 Budget Ll

The fiscal 1993 budget is based on- estimated budgeted revenue and other sources of $14.641 billion
(including the current tax revenue estimate of $9.940 billien). Concurrently with signing the fiscal 1993 budget,
the Governor vetoed or reduced approximately $315.0 million in line-item appropriations. In addition, the Governor
vetoed certain legislative riders to the fiscal 1993 budget which affected the ability of the Commonwealth to collect
an estimated $69.0 million of non-tax revenues otherwise available for fiscal 1993. The Legislature has overridden
the Governor’s veto of approximately $200.3 million of fiscal 1993 budgetary spending authority. In addition, the
Legislature has extended certain fiscal 1992 spending authority fo fiscal 1993, These actions will increase fiscal
1993 spending by $231.0 million. The fiscal 1993 budget, as signed by the Governor and including the additional
spending authority noted above, is based upon budgeted expenditures of $14.976 billion, which is $1.556 billion
or 11.6% higher than fiscal 1992 budgeted expenditures. The fiscal 1993 budget presently anticipates that the
difference between estimated revenues and other sources: and expenditures and other uses be provided for by
application of $319.4 million of the estimated $549.4 million béginning fund balance for fiscal 1993 to produce an
estimated ending fund balance for fiscal 1993 of approximately $230,0 million, See "FINANCIAL RESULTS --
Selected Financial Data -- Statutory Basis. " o

The Executive Office for Administration and Fiiance estimates that fiscal 1993 Medicaid expenditures will
be $3.100 billion, or 9.8% more than fiscal 1992 expenditures. The fisca] 1993 budget as enacted contains $3.0
billion in Medicaid spending authority. The Fxecutive: Office , for Administration and Finance determined in
September 1992 that a supplemental appropriation of approximately $46.0 milljon would be necessary to satisfy
Medicaid obligationsin fiscal 1993 and now estimates that an additional supplemental appropriation of approximately
$54.0 million will also be necessary. However, the $54.0 million increase js expected to be fully funded by
reimbursements from the federal government. In fiscal 1992, the administration developed and implemented certain
manageiment initiatives fo reform the Medicaid system. The fiscal 1993 budget assumes that such initiatives will
save the Commonwealth $100.0 million in fiscal 1993. As fiscal 1993 will be the first full fiscal year such
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initiatives will be in éffect, there can be no assurance that these initiatives will result in the savings estimated, The
failure to achieve these savings could result in further restructuring of the Medicaid program in order to achieve
equivalent fiscal 1993 savings. See "COMMONWEALTH PROGRAMS AND SERVICES -- Medicaid and Group
Health Insurance",

With regard to revenues, the fiscal 1993 budget depends on cerlain non-tax revenue sources, the availability
of which is subject to certain contingencies. The fiscal 1993 budget assumes continued federal reimbursements
related to uncompensated care payments. It is currently expected that the amount of such federal reimbursements
in fiscal 1993 will be approx1mately $212 7 million. -

- . 'The fiscal 1993 budget also assumes that the sale of certain assets will generate approximately $45.0 million
in non-tax revenues. There are currently no agreements to sell such assets, and the market for some or all of such
assets is unfavorable. The budget also assumes receipt of approximately $80.0 million from the MWRA under an
arrangement . which would, among other things, relieve the MWRA of certain comparable -future financial
commitments to the Commonwealth. The MWRA has entered into an agreement with the Commonwealth to pay
this amount to the Comrnonwealth by the end of fiscat 1993. '

Tax revenues for fiscal 1993 are currently estimnated to be $9.940 billion, or approximately $456.4 million
greater than tax rovenues for fiscal 1992, This estimate reflects an upward revision from the original fiscal 1993
consensus tax estimate of $9.685 billion. This revised estimate, which was released on January 27, 1993, is based
on tax collections through December 31, 1992, Actual fiscal 1993 tax revenues received through January 31, 1993
exceeded the upper end of the year-to-date range established by the consensus tax estimate by approximately $60
million and wer¢ approximately $230 million or 4.3% above fiscal 1992 collections through January, 1992, The
Secretary for Administration and PFinance will monitor fiscal 1993 revenues and prepare revised estimates of revenue
available to meet appropriations and other needs in the current fiscal year on a quarterly basis, if in his opinion a
change in the estimate is warranted. The Governor and the Secretary for Administration and Finance expect to
continue to meet with leglslatwe leaders on a regular basis to monitor budgetary developments thlough fiscal 1993'
and 1994, -

As a result of the doubling of the deeds excise tax, the increased revenues from which will be retained by
county government, the estimate for fiscal 1993 expenditures has been reduced by approximately $15.25 million,
which represents county expenditures that will now be funded directly from the proceeds of the increased tax.

In September 1992 the Governor submitted legislation proposing various tax and other incentives for
businesses to locate or remain in the Commonwealth. The legislation included a phase-out of the capital gains tax
and up to $50 million of indirect loan guarantees. The legislation was not enacted during the 1992 legislative
session. However, portions of the legislation were refiled in January 1993, and the Legislature is now considering
a different version of the original legislation, including provisions for increasing the investment'tax credit for
businesses, establishing a fund to assist biotechnology firms and various tax incentives to business,

Cash Flow

In December 1992, in accordance with the requirements of Section 43 of Chapter 133 of the Acts of 1992,
the State Treasurer and the Secretary for Administration and Finance submitted to the Senate and House Ways and
Means Committees a cash flow projection showing an estimated fiscal 1993 year-end cash position of $337.2
million. The projection is based on the fiscal 1993 budget as signed by the Governor, and included the spending
authority vetoed by the Governor and subsequently overridden by the Legislature as well as approximately $66.4
million of additional tax revenues as a result of the cigarette tax initiative petition passed in November 1992 (see
"COMMONWEALTH REVENUES -- State Taxes; Other Taxes and Limitations on Tax Revenues"). The ending
balance included in the cash flow forecast and the estimated ending balance for the Commonwealth’s operating
budget will differ due to timing differences and the effect of certain non-budget items. In addition, events occurring
subsequent to the preparation of this cash flow projection may cause the actual cash flow of the Commonwealth to
vary from the projected cash flow. The cash flow projection assumes that no more than $305.0 million of
short-term operating borrowings under the commercial paper program will be ontstanding at any time during fiscal

A-19




1993. See "COMMONWEALTH BOND AND NOTE LIABILITIES -- General Obligation Debt; Commonwealth
General Obligation Notes", S . -

1994 FISCAL YEAR

i -

Governor’s Budget Recommendation . .

On January 27, 1993, the Governor submitted his fiscal 1994 budget recommendation which called for
budgeted expenditures of approximately $15.208 billion. This recommended spending level is approximately $232.2
million, or 1.6%, over estimated budgeted expenditures for fiscal 1993 of $14.976 billion. Proposed budgeted
revenues for fiscal 1994 would exceed proposed: budgeted expenditures by approximately $20.5 million. -The
Governor’s recommendation projects a fiscal 1994 ending fond balance of $250.7 million, of which $198.8 miltion
will be in the Stabilization Fund. The Governor’s budget recommendation is based on a tax revenue estimate of
$10.460 billion,.an increase of approximately. $520- million, or approximately 5.2%, as compared to currently
estimated fiscal 1993 tax rovenues of $9.940 billion, : ‘This increase from fiscal 1993 to fiscal 1994 is based on
estimates of real economic growth of approximately 1.75% and inflation of 2.75%, as well as additional fiscal 1994
revenues from the newly increased cigarette tax. The Governor's fiscal 1994 budget submission also proposes tax
reductions aggregating $30 million, including a tax credit for certain college tuition payments and a tax credit for
health- insurance premiums paid by the elderly. ; See "COMMONWEALTH REVENUES -- State Taxes".

Under the Governor's budget recommendation, non-fax revenues are cstimated.to increase to $4.769 billion
in fiscal 1994, approximately. $68.8 million; or 1.4%,.over estimated non-tax revenues for fiscal 1993, Such non-
tax revenues would include proceeds.“frpm';,thg sale; of certain state assets ($51 million), including the. state

TR NS

transportation building in Boston, Federal reimbursements are expected to increase by approximately $152.8 million,

in, fiscal 1994, due mainly to increases in spending for human.services programs reimburseable by the federal
government, In addition, the Governor's fiscal. 1994 budget submission recommends the establishment of new video
poker and keno games, which are each estimated to generate additional, net non-tax revenues of $50 million. The
proposed fiscal 1994 budget also recommends a $37.5 million reduction in certain motor vehicle registry fees.
: : : LoWD e e e e : . :

., The Governor's fiscal 1994 budget proposal recommends $313.8 million in increased spending for certain
priority program expansions. The Governor’s budget proposal generally maintains current service, levels for most.
other programs but also provides for increased funding to reflect various factors including inflation, increased

medical costs, entitlement growth, higher debt service.cxpenditures and salary increases enacted by the Legislature

in fiscal 1993. .These increases total appfoxi'mately;;$1133f_t_11illioi1.._ .

. fIhe_deemoi"s fiscal 1_994 budgct p[opééﬁ.l RIV.SQ Vl‘fkﬂGCt.S, aggregate spending reductioﬁs of $517 million

for fiscal 1993 one-time costs, including approximately $185. million of fiscal 1993 expenditures for local elementary -

and secondary education. It also.reflects additional,spending reductions of $238 million, as compared to fiscal 1993
levels. The Legislature is currently considering comprehensive education reform legislation that addresses
elementary and secondary education in the Commonwealth, including the method for financing local education
expenditures. If a satisfactory bill is enacted into law, the Governor intends to modify his fiscal 1994 budget
proposal to include the $185 million in fiscal 1993 spending.as well as an additional $175 million for losal
elementary and secondary education. Other spending changes-would be made to maintain a balanced budget. - See
"COMMONWEALTH PROGRAMS AND SERVICES™. ¢ 1., ... an

The Goveﬁot’s ﬁscal" 1994 budget rééomhi_eﬂﬂati‘?ﬂ will now be taken up by the House Ways and Means
Committee as the first step of legislative consideration of the fiscal. 1994 budget. Sco "THE GOVERNMENT --
Overview of the Budgetary Process” and "1993 FISCAL.YEAR :- Development of Fiscal 1993 Budget".
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COMMONWEALTH REVENUES

In order to fund its programs and services, the Commonwealth collects a variety of laxes and receives
w revenues from other non-tax sources, including the federal government and various fees, fines, court revenues,
assessments, reimbursements, interest earnings and transfers from its non-budgeted funds, In fiscal 1992,
approximately 69.1% of the Commonwealth’s annual budgeted revenues were derived from state taxes. In addition,
the federal government provided approximately 17.4% of such revenues, with the remaining 13.5% provided from
departmental revenues and transfers from non-budgeted funds.

Distribution of Revenues

The following table sets forth the Commonwealth’s actual revenues in its budgeted operating funds for fiscal
1988 through 1992 and estimated revenues for fiscal 1993.
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Commonwealth Revenues -- Budgeted Operating Funds

(in millions)

Eslimated
Fiscal Fiscal Fiscal Fiscal Fiscal Fiseal
1988 1989 19% 1991(7) 19920 1993(T)
Tax Revenues: _ a _
Alcoholic Beverages , $ 7o - $ 758 § 08 § 662 3 615 $ 610
Banks :
Commercial 1110 1252 64.5 27.4 17.6(9) 95.0
Savings 108.1 983 46.2 20.6 42.5 63.0
Cigareites (1) ) 168.5 158.6 150.8 144.4 139.9 205.2 :
Corporations S T1L8 887.1 698.4 612.2 643.8 640.0 i
Deeds (2) 558" 45,2 36.2 30.1 32.2 340 ;
Income 3,984.7 4,286.7 4,465.2(5)  5,045.1(5) 5,337.0 5,408.6 g
Inherilance and Estate 254.7 - 258.6 276.4 249.5 260.2 2750
Insurance (3) 248.0 - 3016 273.0 267.8 284.8 290.9 1
Motor Fuel . 3oss 306.9 3019 464.2 541.1 5450 ‘
Public Utilities 4.0 722 62.0 59.3 52,9 59.0 i
Racing 133" 32.7 3.7 27.5 26.1 25.9 :
Room Occupancy 50.2 57.9 56.6 56.0 55.9 58.0
Sales
Regular 1,357.7 1,445.9 1,370.5 1,392.1 1,443.6 1,551.2 i
Meals 287.8 296.9 295.9 291.7 296.3 3150 :
Moter Vehicles 3715.6 1.2 290.0 225.6 238.7 3050 f
Sub-Total--Sales 2,021.1 2,084.0 1,956.4 1,909.4 1,978.6 2,1M.2 :
Miscellaneous 10.2 24.6 21.6 152 1.5 8.2
Total ’ 82749 88154 8,517.7 8,994.9 9,483.6 9,240.0
Non-Tax Revenues:
Federal Reimbursements 1,493.8 1,5420 1,717.5(6) 2,777.1(8) 2,393.5(8) 2,649.8(8)
Depardmental and Other Revenues 851.0 949.1 1,131.7 1,204.9 1,187.3 1,301.5 I
Interfund Transfers from Non-budgeted . !
Funds and Other Sources (4) 648.7 663.9 | 6413 656.6 663.9 749.4
Budgeted Non-Tax Revenues -
and Other Sources . . 29935 3,155.0 3,490.5 4,638.6 4,244.7 4,700.7
Budgeted Revenues and Other Sources  11,268.4 11,9704 12,008.2 13,633.5 13,728.3 14,640.7
Mass Transit Assessmenls from
Municipalities 117.7 120.7 1239 130.2 130.9 134.2
Interfund Transfers among Budgeted o
Funds and Other Sources (4) 81.4 217.7 : 9.1 149.7 366.9 286.3

Total Revenues and Other Sources $11,467.5 12,308.8 ~ $122232 $13.913.4 $14,226.1 $15,061.2

SOURCE: Fiscal 1988-1992, Office of the Comptroller. Estimated Fiscal 1993, Execulive Office for Administration and Finance.

() As a result of legislation enacted by voter inititive petition, this excise tax was increased effective January 1, 1993. Seo "State
Taxes; Other Taxes,"
) Al the end of the 1992 legislalive session, the Legislature overrode the Governor's verg of legislation that doubled the deeds excise

tax. The increased revenues are applied directly to counly purposes and are not counted as Commonwealth revenues. See "State
Taxes; Other Tares" and "1993 FISCAL YEAR -- Overview of Fiscel 1993 Budget.*

(&) Includes $6.8 million in 1988, $7.0 million in 1989, $7.6 million i“_ 1‘9.90. $7.2 million jn 1991, $6.6 milkion in 1992 and an
eslimated $6.9 million in 1993, respecively, in fees collected by the Division of Insurance relating to high-risk insurance,
“) Interfund transfers represent accounting transfers which reallocate resources among funds, Fugg deficit support transfers of $231.0

million and $234.8 million for fiscal 1988 and 1991, respecli"ebf- have been eliminated (o facilitate comparafive analysis. Includes
transfers beiween the Stabilization Fund and the budgeted operating ﬁ-'“d_s- Transfers to tha Stabilization Fund were $37.3 million,
$59.2 million and $170.0 miltion in fiscal 1988, 1991 and 1992, respectwe_ly. lp fiscal 1989, $120.2 million was transferred from

T
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lhe Stabilization Fund to the General Fund.. For fiscat 1993, it is estimated that $32.4 million will be transferred frem the
- Stabilization Fund 1o the General Fund. See "Federal and Olher Non-Tax Revenues” below.

%) Excludes $444.5 million collected in fiscal 1990 and $298.3 million collecled in fiscal 1991 attributed 1o (he temporary increase in
the income tax dedicated to the Commonwealth Liability Reduction Fund and the Medical Assistance Liability Fund.

{6) Excludes $244 million of revenues attributable fo federal reimbursements for expenditures from the Medical Assistance Liability Fund;
such revenues were dedicaled to such fund. )

0] Includes the impact of tax law changes under Chapters 121 and 151 of the Acts of 1990. The total fiscal 1991 impact of the changes

is an estimaled increase in tax revenues in the amounl of $1 -020 billion, while the fiscal 1992 and 1993 impacts of the changes are
: estimated at $1.329 billion and $1.318 billion, respectively.
@ Includes $513 willion for fiscal 1991, $163.6 million for fiscal 1992 and an estimated $212.7 million for fiscal 1993 in federal
-reimbursements - resulting from claims for reimbursement of certain uncompensated care for Massachusells hospitals.  See
"FINANCIAL RESULTS -- Fiscal Years 1988 Through 1992" and "1993 FISCAL YEAR". ’
9). Reflects seltlement of cerlain litigation, see "Slale Taxes; Business Corporafions Tax",

State Taxes

.The major components of state taxes are the income tax, which accounts for 54.4% of total projected tax
revenues in fiscal 1993, the sales and use tax, which accounts for 21.8%, and the business corporations tax, which
accounts for 6.4%. Other tax and excise sources account for the remaining 17.4% of total tax revenues.

Income Tax. The Commonwealth assesses personal income taxes at flat rates, accordmg to. classes of
income, after specified deductions and exemptions. Traditionally, a rate of 5% has applied to income from
employment, professions, - trades, businesses, partnerships, rents, royallies, taxable pensions and annuities and
interest from Massachusetts banks; and a rate of 10% has applied to other interest (although interest on obligations
of the United States and of the Commonwealth and its political subdivisions is exempt), dividends and net capital
gams (after a 50% deductlon)

Current income tax rates, however reflect increases enacted in 1990, To provide revenues to pay the debt
service on both the fiscal 1989 deficit and Medicaid-related borrowings, legislation was enacted in July 1989
effectively raising the tax rate for tax year 1989 to 5.375% and for tax year 1990 to 5.75%. Under the leglslatlon,
the additional revenues resulting from the tax were to be credited to two non- budgeted fonds established pursuant
to the legislation (the Commonwealth Liability Reduction Fund and the Medical Assistance Llablllty Fund) and all
such revenues, and the investment earnings thereon, were impressed with a trust to pay the fiscal. 1989 deficit and
Medicaid-related borrowings {all of which have been retired). See "FINANCIAL RESULTS -- Fiscal Years 1988
- Through 1992". The additional income tax enacted in 1989 is estimated to have increased the Commonwealth's
income tax receipts for fiscal 1990 and 1991 by approximately $444.5 rnillion,and $298.3 million, respectively,

Chapter 121 of the Acts of 1990 further increased the i mcome tax rates on both types ¢ of income desenbed
above. The tax rate on income tradltlonal[y taxed at 5%, mcludmg income from employment, professions, trades,
busmesses, partnerships, rents, royalties, taxable pensions and annuities and interest from Massachusetts banks, was
increased to 5.95% for tax year 1990, increasing further to 6.25% for tax year 1991 and refurning to 5.95% for
tax year 1992 and subsequent years 'The income tax rate on other interest (excluding interest on obllgatmns of the
United States and of the Commonwealth’ and its subdivisions), dlwdends and net capital gains (after a 50%
deduction) was increased to 12% for tax year 1990 and subsequent years. The increases effected by the 1990 tax.
legislation are estimated to have had a positive impact on fiscal 1991 and 1992 income tax revenues of $700.0
million and $894.0 million, respectively. These increases are estimated to have a positive impact on fiscal 1993
income tax revenues of $865.0 million. Under Chapter 151 of the Acts of 1990 up to 15% of state income tax
revenue is pledged to the payment of debt service on approximately $1.244 billion of outstanding Fiscal Recovery
Bonds issued pursuant to Chapter 151, See “COMMONWEALTH BOND AND NOTE LIABILITIES -- General
Obhgatlon Debt; Ded:cated Income Tax Debt" _ .

Revenues from state income taxes were $3,985 billion in fiscal 1988, Parfially as a result of income tax
Tate increases, state income tax revenues increased steadily in fiscal 1989, 1990 and 1991 to, respectively, $4.287
billion, $4.465 bllhon (excluding $444.5 million collected pursuant to the 1989 tax legislation) and $5.045 billion
(excludmg $298 3 million collected pursuant to the 1989 tax legislation). These figures represent an average annual
increase over the period fiscal 1988 to 1991 of approximately 8.2%. State income tax revenues in fiscal 1992 were
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$5.337 billion, which represents an increase from fiscal 1991 of approximately 5.8%. The fiscal 1993 budget relies
on income tax revenues of $5.409 billion, an increase of 1.3% from fiscal 1992.

Sales and Use Tax. The Commonwealth imposes a 5% sales tax on retail sales of certain fangible
properties (including retail sales of meals) transacted in the Commonwealth and a corresponding 5% use fax on the
storage, use or other consumption of like tangible properties brought into the Commonwealth. However, food,
clothing, prescribed medicine, materials and produce used in food production, machinery, materials, tools and fuel
used in certain industries, and property subject to other excises (except for cigarettes) are exempt from sales
taxation, The 1990 tax legislation extended the sales and use tax to sales of electricity, gas and steam for cerlain
nonresidential use and to nonresidential and thost residential use of telecommunications services. Additional revenue
resulling from this extension of the sales and use fax is estimated at $113.0 million for fiscal 1991 and $180.0
million for fiscal 1992, the first full year impact of the change.

Annual sales and use tax revenues increased from $2._021 billion in fiscal 1988 to $2.084 billion in fiscal
1989. They then declined to $1.956 billion in’fiscal 1990 and $1.909 billion for fiscal 1991. Sales and use tax
revenues increased to $1.979 billion in fiscal 1992 and are ‘éstimated at $2.171 billion in fiscal 1993,

Business Corporations Tax. Business corporations doing business in the Commonwealth, other than banks,
trust companies, insurance companies, railroads, public utilities and safe deposit companies, are subject to an excise
that has a property measure and an income measure.  The value of Massachusetts tangible property (not taxed
locally) or net worth allocated to the Commonwealth is taxed at $2.60 per $1,000 of value. The net income
allocated to Massachusetts, which is based on gross income for federal taxes, is taxed at 9.5%. The minimum tax
is $456. Both rates and the minimum tax include a 14% surtax. Annual revenues from the business corporations
tax have declined significantly in recent years, from the high of $887.1 million in fiscal 1989 to $612.2 million in
fiscal 1991, Business corporation tax revenues were $643.8 million in fiscal 1992, representing an increase of $31.6
million, or 5.2%, from fiscal 1991. For fiscal 1992, the excise tax on commercial and savings banks yielded $60, {
million, representing an increase of approximately 25.2% over fiscal 1991. Due to the settlement by the Department
of Revenue of a case pending before the Appellate Tax Board, the Commonwealth paid a taxpayer commercial bank
$37.0 million, thus reducing revenues from the commercial and savings bank excise tax in fiscal 1992 from $97.1
million to $60.1 million. Fiscal 1993 tax revenues from corporations and banks are estimated to be $640.0 million
and $158.0 million, respectively. R '

Other Taxes. Other tax revenues of the COMd_r;}vealth a';e currently projected to total $1.562 billion in
fiscal 1993, an increase of 6.8% over fiscal 1992. Other tax revenues are dorived by the Commonwealth from
motor fuels excise taxes, cigarette and alcoholic beverage excise taxes, estate and deed excises and other tax
sources, The 1990 tax legistation increased the motor fuels excise tax per gallon from 11 cents to 17 cents,
effective July 28, 1990, and then to 21 cenls effective January [, 1991. The resulting increase in revenue from the
motor fuels excise tax is estimated to have been' $175.4° null_ioh for fiscal 1991 and $254.8 million for fiscal 1992,
the full year impact of the change. The Commonwealth is authorized to issue special obligation highway bonds
secured by a pledge of all or a portion of the Hig]iway Fund, including revenues derived from all or a portion of
the motor fuels excise tax. The Commonwealth issued $103,770,000 of special obligation bonds on June 24, 1992
secured by a pledge of 2 cents of the 21 cent njot'or' fuel excise tax imposed on gasoline. The portion of the motor
fuel excise tax currently pledged to the special obligation bonds is'estimated to be $51.9 million in fiscal 1993, The
Commonwealth may in the future issue additional special obligation bonds secured by all or additional portions of
the motor fuels excise tax. Sec "COMMONWEALTH BOND AND NOTE LIABILITIES -- Special Obligation
Debt". ' ) o - - :

On November 3, 1992, legislation was enacted by voter 'miﬁ?iﬁve petition which imposed, as of January
1, 1993, a new excise tax of 1.25 cents per cigaretic (25 cents per PF!Ck of 20 cigarettes) and 25% of the wholesale
price of smokeless lobacco. Under the legislation, the revenues raised by this excise tax shall be credited to a new
Health Protection Fund and expended, subject to apprOP'Fi?!_!iOH by the Legislature, to pay for health programs and
education relating to tobacco use. Total revenues t_‘aXPEC_te,d to be deposited in the Health Protection Fund are
estimated to be $70.1 million and $119.0 million in fiscal 1993 and fiscal 1994, respectively. In his fiscal 1994

A-24




budget submission, the Governor proposed using these amounts for smoking and other ehglble prevention programs
in fiscal 1993 and fiscal 1994, in accordance with the terms of the initiative,

In addition, in January 1993, the Legislafure overrode the Governor’s veto of a 100% increase in the deeds
excise tax. The increased revenues from this excise tax, estimated by the Executive Office for Administration and
Finance to be approximately $15.25 million for fiscal 1993, will be retained by county governments and applied
to certain county costs. The availability of these revenues will reduce Commonwealth expenditures for county
purposes by an equal amount,

Estate Tax Revisions. The fiscal 1993 budget included legislation which gradually phases out the current
Massachusetts estate tax and replaces it with a "sponge tax" in 1997. The "sponge tax" is based on the maximum
amount of the credit for state taxes allowed for federal eslate tax purposes. 'The esfate tax is phased out by means
of annual increases in the basic exemption from the current $200,000 level. The exemption is increased to $300,000
for 1993, $400,000 for 1994, $500,000 for 1995 and $600,000 for 1996. In addition, the legislation includes a full
- marital deduction starting July 1, 1994, Currently the marital deduction is limited to 50% of the Massachuseits
adjusted gross estate. The static fiscal impact of the phase out of the estate tax is estimated to be $2.2 million in
fiscal 1993, $24,8 million in fiscal 1994 and $72.5 million in fiscal 1995,

Tax Revenue Forecasting

Under state law, on or before August 15 of each year, the Secretary for Administration and Finance is
required to submit to the Governor and to the House and Senate Committees on Ways and Means estimates of
- Tevenues available to meet appropriations and other needs in the current fiscal year. On that same date, the
Secretary also estimates revenues for the following fiscal year. On or before October 15, January 15 and April 15,
the Secretary is required to submit revised estimates unless, in his opinion, no significant changes have occurred
since the last estimate of total available revenues. The Department of Revenue employs sophisticated economic
modeling techniques and ongoing monitoring of tax revenue receipts and current taxpayer behavior to provide the
Secretary with information on tax revenue trends. .

In the past several years tax revenue forecasting has been complicated by uncertainty about the national and
state economies, federal and state tax law changes and decisions in certain state court cases affecting tax collections.
In addition, certain tax revenues are difficult to predict with accuracy because of the variety of direct and indirect
economic and non-economic factors affecting receipts. During each of the fiscal years 1988 through 1991, the
official tax revenue forecasts made at the beginning of the year proved to be substantially more optimistic than the
actual results. In June 1987 the Executive Office for Administration and Finance projected tax revenue growth of
7.4% for fiscal 1988; actual tax revenue growth for the year was 2.1%. The June 1988 tax revenue estimate for
fiscal 1989 was for 10.9% growth; actual tax revenue growth for the year was 6.5%. In July 1989 the Governor
and Legislature approved a budget for fiscal 1990 based on 7% tax revenue growth; actual tax revenues decreased
3.4%. The fiscal 1991 budget was based on projected tax revenue growth of less than 1%, before taking into
account revenues expected to be generated by the 1990 tax legislation. Once these additional revenues were added,
the. projection was for tax revenues of $9.748 billion in fiscal 1991, reflecting projected growth of 14.4%.
However, during the remainder of calendar year 1990, actual receipts lagged projections, resulting in reductions
of the fiscal 1991 tax revenue estimates, Fiscal 1991 tax revenues were $8.995 billion, which represents growth
over fiscal 1990 of only 5.6%. Sce "FINANCIAL RESULTS -- Riscal Years 1988 Through 1992".

The fiscal 1992 budget initially was based on the joint tax revenue estimate of $8.292 billion, a 7.8%
decrease from fiscal 1991. Actual fiscal 1992 tax revenues were $9.483 billion, a 5. 4% increase over fiscal 1991,
See "FINANCIAL RESULTS -- Fiscal Years 1988 Through 1992,

On April 7, 1992, Spacial Subcommittees of the House and Senate Ways and Means Committees and the
Secretary for Administration and Finance held a public hearing to solicit testimony from private sector
representatives concerning the Massachusetts economic and tax revenue forecasts for fiscal 1993, Representatives
from four private organizalions presented their estimates as of the hearing date for fiscal 1993 tax revenues of the
Commonwealth. The Massachusetts Taxpayers Foundation estimated fiscal 1993 tax revenues at $9.2 billion; Data
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Resources, Inc. and The Beacon Hill Institute estimated tax revenues in the $9.5 billion range; and Fred B'reimyer
of State Street Bank and Trust Company estimated tax revenues at $9.7 billion. On May 7, 1992, the Massachusetts
Taxpayers Foundation revised its estimate of fiscal 1993 tax revenues to $9.58 billion.

On May 13, 1992, the chairpersons of the House and Senate Ways and Means Committee and the Secrefary
for Administration and Finance jointly endorsed an estimate of tax revenues for fiscal 1993 of $9.685 billion, an
increase of $201.4 million, or 2.1%, from tax revenues for fiscal 1992. The fiscal 1993 budget was based upon
this tax revenue estimate, The Executive Office for Administration and Finance currently estimates total fiscal 1993
tax revenues to be $9.940 billion. See "1993 FISCAL YEAR -- Overview of Fiscal 1993 Budget".

Federal and Other Non-Tax Revenues

Revenues from the federal govemment are received through reimbursements for the federal share of
federally mandated programs such as Medicaid and Aid to Families with Dependent Children ("AFDC"). The
amount of federal reimbursements received by the Commonwealth is determined by the amounts of state
expenditures for such programs. Federal reimbursements increased from $1.494 biilion in fiscal 1988 to $1.718
billion in fiscal 1990, representing an average annual increase of approximately 7.2%. In fiscal 1991, federal
reimbursements increased by 61.7% to $2.777 billion, owing mainly to the $513.0 million reimbursement of
uncompensated care payments. See "FINANCIAL RESULTS -- Fiscal Years 1988 Through 1992", Federal
reimbursements in fiscal 1992 decreased by $383 million to approximately $2.394 billion, reflecting a decrease of
$349 million in uncompensated care payments. In fiscal 1993, federal reimbursements are estimated Lo increase
to $2.650 billion as a result of increased spending for certain entitlement programs.

Departmental and other non-tax revenues are derived from licenses, registrations and fees generated through
cash. transactions and reimbursement and assessments for services. Annual revenues from these sources increased
from $851.0 million in fiscal 1988 to $1.205 billion in fiscal 1991, representing an annual average increase of
approximately 12.3%, but decreased 1.5% to $1.187 billion in fiscal 1992. - Annual revenues. from these sources
are estimated to increase to $1,302 billion in fiscal 1993, : . s

~ The projected increase in departmental and. other non-tax revenues from fiscal 1992 to fiscal 1993 is the
result of certain initiatives, including $70.0 million resulting from changes in the state’s abandoned property law,
and $24.0 million from the acceleration of cerlain motor- vehicle licenses. Commencing in fiscal 1990, the
Commonwealth, through the Office of the Comptroller and other organizations, has initiated numerous projects to
improve the management and collection of federal and departmental revenues. These efforts have contributed to
the revenue increases and such projects continue through fiscal 1993, Co

The Commonwealth is authorized to issue special obligation highway bonds secured by a pledge of all or
a portion of the Highway Fund, including revenues derived from all or a portion of certain motor vehicle license
and registration fees. The Commonwealth issued $103,770,000 special obligation bonds on June 24, 1992 secured
by a pledge of 2 cents of the 21-cent motor fuel excise: tax imposed on gasoline. The Commonwealth may in the
future issue additional special obligation bonds secured by all or a portion of the balance of such excise tax and
motor vehicle license and registration fees. See "COMMONWEALTH BOND AND NOTE LIABILITIES --
Special Obligation Debt," _ : R

Interfund transfers and other sources from non-budgeted funds are estimated (o total $749.4 million in fiscal .

1993, an increase of 12.9% compared to fiscal 1992. For the budgeted operating funds, interfund transfers include
transfers of profits from the State Lottery and Arts Lottery Funds and reimbursements for the budgeted costs of the
State Lottery Commission, which accounted for $453.5 milfion, $541.2 million, $568.6 million, $547.6 million,
and $558.0 million in fiscal 1988 through 1992, respectively. The $85.5 million increase from fiscal 1992 to fiscal
1993 is the result of certain initiatives, including a one-time $80 million payment from the MWRA rolated to certain
debt service obligations of the authority and $45 million from the projected sale of Commonwealth assets.

In fiscal 1988 and 1991, special laws authorized transfers among the General, Highway and Local Aid

Funds to eliminate certain deficit fund balances, Transfers in respect of such deficits were $231.0 million and
$234.8 million for fiscal 1988 and 1991, respectively. These fund deficit transfers have been eliminated from the
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fables contained in this Information Statement to facilitate ‘comparative analysis. Legislation included within the -
fiscal 1993 budget prohibits, beginning with fiscal 1992, the transfer of operating funds from the Highway Fund
to the General Fund. In September 1992, the Comptroller changed the presentation of interfund transfers between
the General Fund and the Stabilization Fund. This action more appropriately reflects the Stabilization Fund as a
separafe entity on a statutory basis; it had previously been included as part of the General Fund. Transfers to the
Stabilization Fund were $37.3 million, $59.2 million and $170.0 million in fiscal 1988, 1991 and 1992, respectively.
In fiscal 1989, $120.2 million was transferred from the Stabilization Fund to the General Fund. For fiscal 1993,
it is estimated that $32.4 million will be transferred from the Stabilization Fund to the General Fund.

Limitations on Tax Revenues

In Massachusetts efforts to limit and reduce levels of taxation have been under way for several years.
Limits were established on state tax revenues by legislation enacted on October 25 ; 1986 and by an initiative petition
approved by the voters on November 4, 1986. The two measures are inconsistent in several fespecls.

Chapter 62F, which was added to the General Laws by initiative petition in November 1986, establishes
a state tax revenue growth limit for each fiscal year equal to the average positive rate of growth in total wages and
salaries in the Commonwealth, as reported by the federal government, during the three calendar years immediately
preceding the end of such fiscal year. Chapter 62F also requires that allowable state tax revenues be reduced by
the aggregate amount received by local governmental units from any newly authorized or increased local option
taxes or excises. Any excess in state tax revenue collections for a given fiscal year over the prescribed limit, as
determined by the State Auditor, is to be applied as a credit against the then current personal income tax liability
of all taxpayers in the Commonwealth in proportion to the personal income tax liability of all taxpayers in the
Commonwealth for the immediately preceding tax year. Unlike Chapter 29B, as described below, the initiative
petition did not exclude principal and interest payments on Commonwealth debt obligations from the scope of its
tax limit. However, the preamble contained in Chapter 62F provides that "although not specifically required by
anything contained in this chapter, it is assumed that from allowable slate tax revenues as defined herein the
Commonwealth will give priority attention to the funding of state financial assistance to local governmental units,
obligations under the state governmental pension systems, and payment of principal and interest on debt and other
obligations of the Commonwealth".

The legislation enacted in October 1986, which added Chapter 29B to the General Laws, also establishes
an allowable state revenue growth factor by reference fo total wages and salaries in the Commonwealth: ‘However,
rather than utilizing a three-year average wage and salary growth rate, as used by Chapter 62F, Chapter 29B utilizes |
an allowable state revenue growth factor equal to one-third of the positive percentage gain in Massachusetts wages
and salaries, as reported by the federal government, during the three calendar years immediately preceding the end
of a given fiscal year. Additionally, unlike Chapter 62F, Chapter 29B allows for an increase in maximum state tax
revenues to fund an increase in local aid and excludes from its definition of state tax revenues (i) income derived
from local option taxes and excises, and (i) revenues needed to fund debt service costs. :

Tax revenues in fiscal 1988 through fiscal 1992 were lower than the limit set by either Chapter 62F or
Chapter 29B. The Executive Officé for Administration and Finance currently estimates that state tax revenues in
fiscal 1993 will not reach the limit imposed by either of these statutes. T

In January 1992 the Governor announced his intention to seck an amendment to the state constitution that
would require any Commonwealth tax increase to receive at least a two-thirds majority vote of each branch of the
Legislature. No action has yet been taken on this proposal. ' -
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COMMONWEALTH : PROGRAMS AND SERVICES

'From fiscal 1988 to fiscal 1990 budgeted expendlturcs of the Commonwealth mcreascd at an average annual
rate of apprommatcly 6.7%. Fiscal 1991 budgeted expenditures were $13.655 billion, or a 3.0% increase over
fiscal 1990 budgeted expenditures. For fiscal 1992, budgeted expenditures were $13.420 billion, representing a
decline of 1.7% from the level of budgeted cxpendlture.s in fiscal 1991. See "FINANCIAL RESULTS -- Fiscal
Years 1988 Through 1992". It is estimated that fiscal 1993 budgeted expenditures will be $14.976 billion, an
increase of 11.6% over fiscal 1992 levels. See 1993 FISCAL YEAR -- Overview of Fiscal 1993 Budget". The
Governor's proposed fiscal 1994 budget recommends budgeted expenditures of $15.208 billion, an increase of 1.6%
over estimated fiscal 1993 expenditures. See 1994 FISCAL YEAR",

Commonwealth expenditures since fiscal 1988 largely reflect significant growth in several programs and
serwces provided by the Commonwealth. The following table identifies certain major spending categories of the

Commonweallh and sets forth the budgeted expenditures for each fiscal year within each category.

Commonwealth Expenditures - Budgeted Operating Funds

(in millions) .

: o R “ ' ‘ Bli@aled
Expenditure = - o - -Fiseal - . "~ Fiscal ' * " Fisecal - Fiscal - Fiscal : Fiscal
Category . ) 1988 - 1989 ot 1990 1991 - 1992 - 1993 .
Direcl Local Aid (1) ' $2,768.9 . sﬁ 9609, " $2 936 9 $2,6083 $2,3589 - $2,5510.
Medicaid - neas onamst 120.62)  2,76533) | 2,817.7¢0)  3,100.004)5)
Grciljp Health Insurance T ' 2817 ‘344 433, 4 446.0 . "466.1 509.1
Public Assistance : o 8382 0 0 9243 l,000.9- 11,0923 7 L0650 - - ]',_0'89.1
Deebt Service (6) Lo 563.7 .. 64987 -2 . 7709 .. 9423 © 'B98.3 1,195.1.
Pensions . . o 6002 . .659.7.:; .67L9, . 7039 . 7515 _ . 8738
Higher Bducation B - 1458 743, 4 . 019 608.6 . 5340 . 547007
MBTA and RTA’s 274.1 ) 3095 ‘ o ) 354 5 ~ 4061 ‘ ;449.6 526.8
Other Program Expenditures ’ 3,855.6 “4,189.1 s 4 222 0 4.021,7 4,069.9 ] 4 534 2 -
Interfund Transfers to Non-budgeted Funds(8) 68.6 313 46.7 64.0 8.8 0.0

- Py dmle e -

Budgeted Expp_ud;tures uﬂd e - L L ..

Other Uses O LEB3 1264297 "132597 ' B36sRs 134198 149761
Payment of Municipal Mass Transit o P ‘ e

Assessments lo he MBTA and RTA's 112.7 . . 1070l 1239 0 1302 - 1309 . 1342 .

} N P S T IS ) :

Interfund Transfers among Budgeted o s T S o o

Funds and Other Uses(8) 81.4 I v & B cel T 149.7 366.9 o 2863
Other Adjustments(9) - . - - (3 8) (3.8) {16.0)

. . L . : ST g :"'-"'.u‘A.z‘. N A
Total Expenditures and OLher,Usg $11,837.4 . $12,981.3 5513,474.7_- -y §]3,934 6 . $13.913.8  §15,380.6

Tl e ROV g

SOURCE: Fiscal 1988-1992, Ofﬁce of the Complroller. Eslimaled fiscal l993, Executive Oﬁice for Adminislraﬁon and Finance

TR A AT

) Aid reported to cities, towns and regional school districis by the DePﬂﬁlTlenLof Revenue on its oﬂiclal communication, the so-called -
"cherry sheet”, excluding certain pension funds. - W R e -

2) Fiscal 1990 Medicaid expenditures do not include $488.0 mJ]Ilon in retroaclwe rate ad_]ustmems and spendmg relaled to services
rendered in prior fiscal years which were funded in the non-budgeted Medical Assistance Liability Fund.

3 Includes $194.2 miltion for retroactive rate seftlements, including $126 0 million raised through Fiscal Recovery Bonds issued in 1991 '
to resolve the deficit for fiscal year 1990,

4 Includes expenditures of $50.0 millicn in fiscal 1992 and $50.¢ million in fiscal 1993 for retronctive rate adjustments and setilements.

(&3] Inciudes $3.000 billion in budgeted spending authority contained in the fiscal 1993 budge and $100.0 sisllion in yet to be enacted

supplemental eppropriations.
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()] Excludes debt service on notes issued under 1989 tax legislation to fund the fiscal 1989 deficit and certain Medicaid- refated expenses.
See "FINANCIAL RESULTS--Fiscal Years 1988 Through 1992"; Reflects reduction of fiscal 1992 debt service by $261.0 million
as a resuli of the issuance of refunding bonds during fiscal 1992.

O Reflects the transfer of $75.0 million in related Wwition revenue and spending 1o an off- budgel trust, See "Higher Education”.

(8) Interfund transfers represent accounting transfers which realfocate resources among funds. Interfund deficit suppori transfers for fiscal
1988 and 1991 of $231.0 million and §234.8 millien, have been eliminated 1o facililate comparative analysis. Includes interfund
transfers belween the Stabilization Fund and the budgeled operating funds. Transfers to the Stabilizalion Fund were $37.3 miltion,
$59.2 million and $170.0 million in fiscal 1988, 1991 and 1992 respeclively. In fiscal 1989, $120.2 million was Iransferred from
the Stabilization Fund to the General Fund. In fiscal 1993, it is estimated that $32.4 million will be transferred from the Stabilization

" Fund 1o the General Fund. .

6] ananly repre-senls surp]uses in the Inlragovermental Service Fund.

Loeal Aid

Proposition 2 1/2. In November 1980, voters in the Commonwealth approved a statewide tax limitation
initiative petition, commonly known as Proposition 2 1/2, to constrain levels of property taxation and to limit the

charges and fees imposed -on cities and towns by certain governmental entities, including ‘county governments.

Proposition 2 1/2 is not a provision of the state constitution and accordirigly is subject to amendment or repeal by
the Legislature, Proposmon 2 1/2, as amended to date, limits the property taxes that may be levied by any city or
town in any fiscal year to the lesser of (i) 2.5% of the full and fair cash valuation of (he redl estate and personal
property therein, and (i} 2.5% over the previons year's levy limit plus any growth in the tax base from certain new
constrittion and parcel subdivisions. Proposition 2 1/2 also limits any increase in the charges’ and fees assessed
by cértain governmental entities, including county governments, on cities and fowns to the sum of (i) 2.5% of the
total charges and fees 1mposed in the preceding fiscal year; and (ii) any increase in charges for services customarlly
provided locally or services obtained by the city or town at its option.” The law contains certain oveiride provisions
and, in addition, permits debt service on specific bonds and notes and expenditires for identified capifal projects
to be excluded from the limits by a majority vole at a general or special election. At the time Proposition 2 1/2
was enacted, many cities and towns had property tax levels in excess of the limit and were therefore required to
roll back property taxes with a concurrent loss of revenues. Between fiscal 1981 and fiscal 1991, the aggregate
property tax levy grew from $3.347 billion to $4.775 billion, representmg ail increase of appro)umately 42.7%.
By contrast, according to federal Bureau of Labor Statistics, the consumer prlce mdcx for all urban consumers in
Boston grew durmg the samie perlod by approx1malely 63%

Many communities have résponded to the limitations imposed by ‘Proposition 2 1/2 through statutorily
permitted overrides and exclusions. Approximately 227 communities voted on one of the three types of referenda
questions (override of levy limit, exclusion of debt service, or exclusion of capital cxpendltures) for application in
fiscal 1991, Of these cities and towns," 138, or 61%, passed at least one questlon For fiscal 1992, 116
communities attempted at least one of the three types of referenda questions, with 82 passing at ledst one. While
the number of attempted overrides decreased in fiscal 1992, the rate at which the citics and towns passed referenda
questions increased to 70%. Although Proposition 2 1/2 will continue to constrain local property tax revenues,
significant capacily exists for overrides in every commumty See "Commonwealth Fmanczal Support for Local
Gavernmems ’

Commonwealth Financial Support for Local Governments. During the 1980s, the Commonwealih increased
payments to its cmes, towns and regional school districts ("Local Aid") to mitigate the impact of Proposmon 2172
on local progranis and services. In fiscal 1993, approxunately 27% of the Commonwealth’s budget is estifated
to be allocated to Local Aid. Local Aid payinents to cities, towns and regional s¢hool districts take’ the form of both
direct and indirect assistance. " Direct Local Aid consists of general revenue sharmg funds and speclﬁc program
funds sent directly to local governments and regional school districts as reported on the so-called "cherry sheet"
prepared by the Department of Revenue, excluding ceftain pension funds and nonappropriated funds. Generally,
the direct Local Aid revenue-sharing component is distributed on the basis of a so-called "needs-based” equalizing
formula designed to provide more Local Aid to the Commonwealth's poorer ‘communities. - Lotter‘y proceeds
distributed to cities and towns, which are distributed in accordance with a different equallzmg allocation mechamsm,
constitute the remainder of the general revenue-sharing portiori of direct Local Aid. The ma_}orlty ‘of the spesific
program funds included in direct Local Aid provide assistance for local eduication services, mcludmg school bmldmg
construction, aid to low-spending city, town and regional school districts, aid to regional schools and a new program
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contained in the fiscal 1993 budget which provides education grants on a per-pupil basis to every city and town.
In addition to direct Local Aid, the Commonwealth has provided substantial indirect aid to local governments,
including, for example, payments for MBTA assistance and debt service, pensions for teachers, pension
cost-of-living allowances for municipal retirees, housing subsidies and the costs of courts and district attorneys that
formerly had been paid by the counties.

Direct Local Aid increased from $2.769 billion to $2.961 biilion from fiscal 1988 to 1989 and declined in
the past three fiscal years from $2.937 billion in fiscal 1990 to $2,359 billion in fiscal 1992, It is estimated that
fiscal 1993 expenditures for direct Local Aid will be $2.551 billion, which is an increase of approximately 8.1%
above the fiscal 1992 level. The additional amount of indirect Local Aid provided over and above direct Local Aid
was approximately $1.265 billion in fiscal 1992, It is estimated that in fiscal 1993 approximately $1.529 billion
of indirect Local Aid will bo paid. The Governor’s proposed fiscal 1994 budget includes approximately $2.389
billion and $1.628 billion of direct Local Aid and indirect Local Aid, respectively.

. Initiative Law. A statute adopted by voter initiative petition at the November 1990 statewide clection
regulates the distribution of Local Aid to cities and towns. . This statute requires that, subject to annual
appropriation, no less than 40% of collections from personal income taxes, sales and use taxes, corporate excise
taxes and lottery fund proceeds be distributed to cities and towns. Under the law, the Local Aid distribution to each
city or town would equal no less than 100% of the total Local Aid received for fiscal 1989. Distributions in excess
of fiscal 1989 levels would be based on new formulas that would replace the current Local Aid distribution
formulas. By its terms, the new formulas would have called for a substantial increase in direct Local Aid in fiscal
1992, and would call for such an increase in fiscal 1993 and in subsequent years. However, Local Aid payments
expressly remain subject to annual appropriation, and fiscal 1992 appropriations for Local Aid did not meet, and
fiscal 1993 appropriations for Local Aid do not meet, the levels set forth in the initiative law.

Medicaid and Group Health Insurance

In recent years, health care related costs have risen dramatically in the Commonwealth and across the
nation, and the increase in the Commonwealth’s Medicaid and group health insurance costs reflects this trend. The
Commonwealth has instituted various reforms in order to control the rate of expendifure growth in these areas. In
fiscal 1991 and 1992 the Commonwealth instituted various additional reforms in its health care system, particularly
with respect to Medicaid. These include rate initiatives for long-term care, rovised nursing home admissions
criteria, expanded recovery of third party liability payments and exiensive. use of managed care.

_ Medi_caid. The Medicaid program provides health care to low-income children and families, the disabled
and the elderly. The program, which is administered by the Department of Public Welfare (an agency within the
Executive Offico of Health and Human Services), is 50% funded by federal reimbursements.

In fiscal 1992, Medicaid accounted for more than half of the Commonwealth’s appropriations for health
care. It was the largest item in the Commonwealth’s budget and has been one of the fastest growing budget items.
During fiscal years 1988, 1989, 1990 and 1991, Medicaid expenditures were $1.642 billion, $1.834 billion, $2.121
billion, and $2.765 biltion (including $194 million paid in respect of retroactive provider settfements), respectively,
representing an average annual increase of 19.0%. See "COMMONWEALTH PROGRAMS AND SERVICES --
Table of Commonwealth Expenditures-Budgeted Operating Funds". Bxpenditures for fiscal 1992 were $2.818
billion, an increase of 1,9% over fiscal 1991 expenditures. The Executive Office for Administration and Finance
estimates that fiscal 1993 Medicaid expenditures will be approximately $3.100 billion, an increase of 9.8% over
fiscal 1992 expenditures. The Governor’s fiscal 1994 budget recommends $3,228 billion for Medicaid expenditures,
an increase of 4.1% over estimated fiscal 1993 expenditures. ‘

~ Substantial Medicaid expenditures in recent years have been provided through supplemental appropriations
because program requirements have consistently exceeded initial appropriations, In addition, substantial amounts
have been required to cover retroactive settlement of provider payments. In fiscal 1990, in addition to current
expenditures, the Commonwealth financed, through the issuance of notes, payments of $356.0 million to hospitals
and nursing homes for rate settlements dating back as far as 1980 and $132.,0 million for program expenses inclirred
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in fiscal 1989. These payments were made through the Medical Assistance Liability Fund established to fund certain
Medicaid liabilitics for prior years and were not included in the fiscal 1990 expenditure of $2.121 billion stated in
the preceding paragraph. In fiscal 1991, expenditures of $194.2 million were made to fund prior year provider
seltlements. See "FINANCIAL RESULTS -- Fiscal Years 1988 Through 1992". Medicaid expenditures for fiscal
1992 of $2.818 billion include $50.0 million for prior year provider settlements. Fiscal 1993 Medicaid
appropriations currently total $3.000 billion and the Executive Office for Administration and Finance is currently
assuming additional supplemental appropriations of $100.0 million, which includes $46.0 million originally estimated
to be necessary in September, 1992 and an additional $54.0 million now expected to be required. The $54.0 million
increase is expected to be fully funded by additional reimbursements from the federal government. FRiscal 1993
Medicaid expenditures include $50.0 million for prior year provider settlements.

The large Medicaid expenditure increases experienced in recent years have been driven by several forces,
including rising health care costs in general and, in particular, forces affecting the aggregate cost of long-term care
for the elderly. Medicaid costs in the long-term care area increased from $769.7 million in fiscal 1988 to
approximately $1.39 billion in fiscal 1992. The largest portion of these costs is for nursing home care, The
Commonwealth has a significantly larger portion of its elderly population living in nursing homes than the national
average. The nursing home population is also very dependent on Medicaid: 65% of ail nursing home costs in the
Commonwealth are paid by Medicaid as compared to the national average of 43%. The annual cost per beneficiary
in a nursing home ranges from $25,000 to $30,000. Over 35,000 elderly and disabled citizens will be cared for
in nursing homes through Medicaid in fiscal 1992 and 1993. The elderly population in the Commonwealth and the

. elderly Medicaid caseload both continue to grow. . The future burdens of long-term care on Medicaid expenditures

are expected fo continue to be high.

Other factors also contribute to increases in Medicaid expenditures, including caseload growth in
categorically eligible groups such as families in the AFDC program and AIDS-related cases. Higher unemployment
levels are also, in part, responsible for caseload growth. New federal mandates for Medicaid eligible services also
increase Medicaid costs. . The total Medicaid caseload for fiscal 1993 is expected to reach 650,000 recipients
(approximately 11% of the population of the Commonwealth), as compared fo 445,509 recipients in fiscal 1988.

To further stem the considerable annual cost increases in the Medicaid program, the administration has
commerced the implementation of a managed care program, which is in addition to major rate control initiatives
implemented since fiscal 1991. A waiver of federal regulations granling recipients freedom of chaice of provider
recently was approved by federal authorifies. This waiver enables the program to assign certain recipients to
primary care clinicians who will function as gatekeepers to specialty and inpatient care and to ‘_éh‘rol]-ifgqif)ients in-
need of mental health or substance abuse services in a capitated managed system of care. Selectivé contracts with
certain service providers will also be executed in an effort to obtain services in a more cost-effective fashion. In

addition, nursing home prescreening and communﬁy service planning for long-term care will be ébhcgﬁﬁrated in 27

Home Care Corporations to provide a single entry point and coordinated nursing home diversion services for elderly

Medicaid recipients. This comprehensive managed carc approach to Medicaid administration, combined with other
discrete savings initiatives, such as the répricing and buy-in of Medicare services for Medicaid recipients and

restrictions, both financial and elinical, on nursing home eligibility, are assumed in the fiscal 1993 budgéi to produce

savings of $100 million. As fiscal 1993 will be the first full fiscal year such initiatives will be in cffect, there can

be no assurance Lhat these initiatives will result in the savings estimated. The failure to_achie've the.'si*T savings could

result in further restructuring of the Medicaid program in order to achieve equivalent fiscal 1993 ;s?ﬁﬁgé; o

Group Health Insurance. The Group Insurance Commission provides individual and Sfamily 'healt}i
insurance coverage for Commonwealth employees and retirees, Coverage is provided through' alllkiindemnjlty_ plan,
currently administered by the John Hancock Mutual Life Insurance Company, and through 4. h_galil_ll maintenance
organizations. The Commonwealth currently pays approximately 90% of the enrollees’ costs.. For sg:v'?yal years
group health insurance expenditures were the fastest growing expense itermn in the Commonwealt 1’s budget. These
costs rose at an average annual rate of 16.6% from $281.7 million in fiscal 1988 to $446.0 million in fiscal 1997,
Group health insurance expenditures in fiscal 1992 were $466.1 million and are estimated to be $509.1 million in
fiscal 1993, representing an increase of 9.2%. The Governor has proposed fiscal 1994 expenditures of $474.9
million for group health insurance, a decrease of 6.7% from estimated expenditures for fiscal 1993. The.reduced
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rate of increase in these expenses in fiscal 1991, 1992 and 1993 is attributable, in part, to rate negotiations with
providers, reductions in the state work force, increased management of the Commonwealth’s indemnity plan, and
changes in benefits and copayments approved by the Group Insurance Commission. The projected decrease in fiscal
1994 reflects several savings proposals, including establishing a preferred provider organization, a managed mental
health/substance abuse program and a redesigned indemnity plan for state employees ($24.2 million projected
savings) and increasing the employee health insurance contribution from 10% to 20% ($47.0 million projected
savings).

Public Assistance

The Commonwealth administers three major programs of income assistance for its poorest residents: Aid
to Families with Dependent Children ("AFDC"), Emergency Aid to the Elderly, Disabled and Children ("EAEDC")
and the state supplement to federal Supplemental Security Income ("SSI"). The following table illustrates the recent
growth in expendifures within these categories.

Public Assistance Program Expendituré
(in millions)

Estimated
Calegory of Public Fiscal Fiscal Fiscal Fiscal Fiscal Fiscal
Assislance 1938 1989 1999 1991 192 1993
AFDC (i) $604.6 $654.0 . . $700.3 $758.1 $7722 $312.0
EAEDC (formerly 132 131.2 _161.9 1896 1315 92.4
General Relief) (2) ‘ ' ‘
581 (3) 120.4 139.1 T1387 0 1446 1613 i84.7
Total $838.2 . $924.3 $1,000.9 1,092.3 1,065.0 1,089.1

SOURCE: Fiscal 1988-1992, Office of the Comptroller. ‘Estimated fiscal 1993_, Ex'ecutive Office for Administration and Finance,

mn Includes expenditures for Emergency Assislance, a component of AFDC designed to prevent homelessness and to shelter
income-eligible families when they become homeless, :

2) Includes oulpatient medical services to EAEDC recipients. .

3) Include benefits for blind recipients, which are administered by the Massachusetts Commission for the Blind.

AFDC is currently 50% funded by federal reimbursements. Increasing caseloads since fiscal 1988, plus
legislatively-mandated annual cost-of-living adjustments through fiscal 1989, have caused AFDC expenditures to
rise at an average annual rate of approximately 7.8% from $604.6 million in fiscal 1988 to $758. 1 million in fiscal
1991. AFDC expenditures for fiscal 1992 were $772.2 million, representing an increase of 1.9% over fiscal 1991.
AFDC expenditures for fiscal 1993 arc projected to be $812.0 million, a 5.2% increase over fiscal 1992,

EAEDC (formerly General Relief) is funded entirely from state funds, Rising caseloads since fiscal 1988,
plus annual cost-of-living adjustments through fiscal 1989, caused expenditures o rise at an average annual rate of
approximately 18.8%, from $113.2 million in fiscal 1988 to $189.6 million in fiscal 1991. EAEDC expenditures
for fiscal. 1992 were $131.5 million in fiscal 1992, a 30.6% decrease from expenditures for General Relief in fiscal
1991. Fiscal 1993 EAEDC expenditures are projected to be $92.4 miilion, a 29.7% decrease from fiscal 1992
expenditures. This projection is based upon current caseload projections which are subject to change during the
fiscal year. In addition, certain controls and reforms to the EAEDC program have been challenged in litigation.
See “Controls and Reforms" and "LITIGATION". It is estimated that an adverse result in the litigation, policy
changes or increased caseloads could increase EAEDC expenditures in fiscal 1993 by approximately $14.0 million.

SS] payments are funded entirely by the federal government up to $422 per individual recipient per month

and entirely by the Commonwealth above that amount. SSI payment levels in the Commonwealth for aged, disabled
and blind individual recipients range from $548 to $584 per month. These levels include a Commonwealth
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supplement over and above federally approved assistance standards. Expenditures for SSI have risen at an average
annual rate of 7.6 % from $120.4 million in fiscal 1988 to $161.3 million in fiscal 1992. SSI expenditures for fiscal
1993 are projected to be $184.7 million, an increase of 14.5% from fiscal 1992.

The Governor's proposed fiscal 1994 budget includes expenditures of $819.7 million, $105.5 million and
$199.7 million for AFDC, EAEDC and SSI, respectively.

Controls and Reforms. In an attempt to control all human services expenditures, the Departient of Public
Welfare in recent years has instituted tighter procedures and management controls, -Stricter standards have. been
established to determine eligibility for AFDC Emergency Assistance and EAEDC, including implementation of new
disability criteria for EAEDC benefits. Litigation has been instituted challenging the establishment of certain
eligibility criteria for EAEDC applicants. On August 17, 1992, the plaintiffs obtained a preliminary injunction
against the Commonwealth’s establishment of certain new eligibility requirements for BAEDC applicants. However,
the Supreme Judicial Court has remanded the case for modification of the injunction to allow the Commonwealth
to develop alternative procedures for implementing the EAEDC program. See "LITIGATION". The Department
of Public Welfare also has instituted automated systems to redetermine eligibility for benefits and has taken steps
to reduce costs of health provider services by increased screening and placement of patients at proper levels of care,
encouraging usc of generic drugs and expanding audits of Medicaid providers. In addition, the Department of
Revenne has improved its collection of child support payments, although actual collections have declined recently
dve to the lagging economy and rising unemployment.

Actions by the federal government in administering reimbursements to states for human services programs
could affect the future receipt of federal reimbursements by the Commonwealth, These actions include placing
limitations on the periods for which reimbursements may be claimed and possible imposition of sanctions if the rates
of technical and substantive errors in the programs exceed permitted levels or if certain program controls are not
in place. The Commonwealth has, in recent years, through improved management procedures and controls, lowered
its error rates for the AFDC and Medicaid programs, and the Department of Public Welfare believes that the
Commonwealth is now at or below the applicable target error rate level for each such program. With respect to the
AFDC program, the Department of Public Welfare believes that its error rate is one of the lowest in the country,

Debt Service

During the 1980s, state financed capital expenditures grew substantially, Capital spending by the
Commonwealth in the Capital Projects Funds rose from approximately $600.0 million in fiscal 1987 to $971.0
million in fiscal 1989. In November 1988, the Executive Office for Administration and Finance established an
administralive limit on state financed capital spending in the Capital Projects Funds of $925.0 million per fiscal year.
Capital expenditures decreased to $936.0 million, $847.0 million and $694.1 million in fiscal 1990, fiscal 1991 and
fiscal 1992, respectively, Capital expenditures are projected to increase to $821.0 million in fiscal 1993 and are
expected to be approximately $854 million in fiscal 1994. See "COMMONWEALTH BUDGET; FINANCIAL
MANAGEMENT AND CONTROLS -- Overview of Capital Spending Process and Controls; Five-Year Capital
Spending Flan".

The growth of capital expenditures during the 1980s accounts for the significant rise in annual debt service
expenditures since fiscal 1988. Payments for debt service on Commonwealth general obligation bonds and notes
increased at an average annual rate of approximately 18.7%, from $563.7 million in fiscal 1988 to $942.3 million
in fiscal 1991. Debt service payments in fiscal 1992 were $898.3 million, representing a 4.7 % decrease from fiscal
1991, which resulted from a $261.0 million one-time reduction achieved through the issuance of refunding bonds
in September and October 1991, Debt service expenditures are projected to be $1.195 billion for fiscal 1993 and
$1.311 billion for fiscal 1994. The amounts noted represent debt service payments on Commonwealth debt
(including the Fiscal Recovery Bonds and the Special Obligation Bonds) but do not include debt service on notes
issued to finance the fiscal 1989 deficit and certain Medicaid-related liabilities, which were paid in full from
non-budgeted funds. See "FINANCIAL RESULTS -- Fiscal Years 1988 Through 1992". Also excluded are debt
service contract assistance payments to the MBTA ($185.9 million projected in fiscal 1993), the Massachusetts
Convention Center Authority ($6.1 million projected in fiscal 1993) and grants to municipalities under the school
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building assistance program to defray a portion of the debt service costs on local school bonds ($145.4 million
projected in fiscal 1993). See "MBTA and Regional Transit Authorities”, "COMMONWEALTH BOND AND
NOTE LIABILITIES" and "OTHER COMMONWEALTH LIABILITIES". o

“In January 1990, legislation was enacted to impose a limit on debt service in Commonwealth budgets
beginning in fiscal 1991. The law, as amended, which is codified as Section 60B of Chapter 29 of the General
Laws, provides that no more than 10% of the total appropriations in any fiscal year may be expended for payment
of interest and principal on general obligation debt (excluding the Fiscal Recovery Bonds) of the Commonwealth.
This law may be amended or repealed by the Legislature or may be superseded in the General Appropriation Act
for-any year. The following table shows the percentage of total appropriations expended or estimated 'to be
expended from the budgeted operating funds for debt service (excluding debt service on Fiscal Recovery Bonds)
in the: fiscal years indicated: '

heo Debt Service Expenditures

(in millions)

Totalt Budgeted

Fiscal Year . Debt Service (1) Expendilures and Olher Uses Percentage
Ti9as $563.7 " $11,638.3 L 48%
1989 649.8 12,642.9 5.0 7
1990 770.9 13,2597 5.8
1991 863.1 13,658.5 6.3
1992 656.1(2) . 13,4193 . . 4.9
1993 (Estimaled) 915.9 14,976.1 6.1

SOURCE: Fiscal 1988-1992, Office of the Complroller. Estimated Fiscal 1993, Executive Office for Administration and Finance.

) E)'ccludes $79.0 million in fiscal 1991, $242.2 million in fiscal 1992 and $279.2 million in fiscal 1993 :in interest and principal
: payments related to Fiscal Recovery Bonds, which are not included in the calculation of the debt service limit.
(2) Reflects reduction of debt service by $261.0 million by issuance of refunding bonds in September and Oclober 1991,

The estimated debt service on the Fiscal Recovery Bonds currently outstanding (a portion of which
constitutes variable rate debt) ranges from approximately $279.2 million in fiscal 1993 through fiscal 1997 and
approximately $130.0 million in fiscal 1998, at which time the entire amount of the Fiscal Recovery Bonds will be
paid. — - o

Five-Year Capital Spending Plan. The Five-Year Capital Spending Plan was instituted by the Governor
in August 1991 to reduce the rate of growth of Commonwealth debt outstanding, and therefore, the payment of debt-
service. The Five-Year Capital Spending Plan projects Commonwealth capital spending to remain relatively constant
during its five-year period. See "COMMONWEALTH BUDGET, FINANCIAL MANAGEMENT AND
CONTROLS -- Overview of Capital Spending Process; Five-Year Capiral Spending Plan". S

Pensions

- The Commonwealth is responsible for the payment of pension benefits for state employees and for school
teachers throughout the state. The Commonweslth is also responsible for cost of living increases payable to local
government relirces. State pension expenditures have risen dramatically as the Commonwealth has appropriated
moneys to partially address thie unfunded liabilities that had accumulated over several decades of "pay-as-you-go"
administration of the pension systems for which it is responsible.  For several years during the 1980s, the
Commonwealth made substantial direct appropriations to pension reserves, in addition to paying current benefits.
In 1988, the Commonwealth adopted a funding schedule under which it is required to fund fulure pension liabilities
currently and to amortize the accumulated unfunded liabilities over 40 years. Total pension expenditures increased
at an average annual rate of 5.8% from $600.2 million in fiscal 1988 to $751.5 million in 1992, In November
1992, the Legislature overrode the Governor’s veto of approximately $14.9 million of spending authority passed
by the Legislature to fund 5% cost of living adjustments for certain Comimonwealth, county and municipal retirees
for the period January 1, 1992 through June 30, 1992, which spending authority is included within fiscal 1992
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pension expenditures. The estimated pension expenditures (inclusive of current benefits and pension reserves) for
fiscal 1993 are $873.8 million, representing an increase of 16.2% over fiscal 1992 expenditures. The Legislature
overrode the Governor’s veto of $60.0 million in spending authority passed by the Legislature to fund fiscal 1993

~ cost of living increases for certain Commonwealth county and municipal retirees. This fiscal 1993 spending

authority has been included within estimated fiscal 1993 pension expenditures. Fiscal 1994 pension expenditures
arc expected to be approximately $939.0 million. See "OTHER COMMONWEALTH LIABILITIES -- Retlrement
Systems and Pension Bencfits".

Higher Education -

Total budgeted expenditures for higher education have declined between fiscal 1988 and fiscal 1992 at an
average annual rate of 7.9% from $745.8 million in fiscal 1988 to $534.0 million in fiscal 1992. To accommodale
these budget reductions, the public higher education systemn decreased its state-funded payroll by 1,711 full-time
equivalent employees between June 1988 and January 1993. Decreases in appropriations have been partially
mitigated by increases in tuition and fees in fiscal 1989 through 1992, In fiscal 1992 all but two of the campuses
raised tuition by 6%, In addition, tuition increases for nonresident students have brought these tuitions to 100%
of cost. Chapter 142 of the Acts of 1991 reorganized the Commonwealth’s higher education system by creating
a Secretary of Educational Affairs and replacing the Board of Regents with the Higher Education Coordinating
Council. In fiscal 1993 an estimated $547.0 million will be expended from the Commonweaith’s budgeted operating
funds for higher education. This appropriation does not include all tition revenues which, under the fiscal 1993
budget, the University of Massachusetts is authorized to retain and expend, and which formerly were paid into the
General Fund (approximately $77.5 million). Takmg into account this change to off-budget retention of tuition
revenues, higher education funding is projected fo increase by approxxmately $90.5 million in fiscal 1993. The
Governor has proposed higher education expenditures of $571.1 million in fiscal 1994. This amount does not
include $36.9 million in tuition receipts that will be retained and expended in fiscal 1994 by the state and community
colleges.

MBTA and Regional Transit Authorities.

The Commonwealth expends substantial amounts in support of the MBTA and certain reglonal trausnt
authorities, Commonwealth support of these authorities takes the form of (i) guarantees of their debt service, (ii)
cerlain contract assistance, and (iii) payment of their nect cost of service. The Commonwealth is entitled to
reimbursement from cities and towns within the service area of each authority for payment of net cost of service
in excess of contract assistance payments.

Massachusetts Bay Transportation Authority, The MBTA finances and operates mass transit facilities within
its territory, which consists of 78 cities and fowns in the greater Boston metropolitan area and to a limited extent
outside its territory. The MBTA issues its own bonds and notes and is also responsible for the payment of
obligations issued by the Boston Metropolltan District prior to the creation of the MBTA in 1964. Thc Boston
Metropolitan District no longer issues debt except for refunding purposes,

Comunonwealth sup;'lort of the,MBTA includes all three forms of aid described above. First, a
Commonwealth guarantee of MBTA debt obligations is provided by statutory requirements that the Commonwealth
provide the MBTA funds sufficient to meet its obligations, including the principal and interést on MBTA and Boston
Metropolitan District bonds and notes as they mature, to the extent that funds sufficient for this purpose are not
otherwise available to the MBTA. Second, the Commonwealth has contracted to pay contract assistance equal to
90% of the debt service on MBTA bonds, Third, under applicable statutory provisions the Commonwealth is
required to pay the MBTA its net cost of service (current expenses, including debt service and lease obligations,
minus current income), During the calendar year the MBTA’s net cost of service, as cerlified to the' Commonwealth
by the MBTA on a calendar. year basis, is financed by the issue of notes by either the MBTA itself or the
Commonwealth or by payments by the Commonwealth. In the following fiscal year, the Common\Vealth pays to
the MBTA the net cost of service for such calendar year (to the extent that the Commoana]th has not already

_ advanced funds for such net cost of service). The Commonwealth issues short-term notes {transit notes) to provide

funds to make such payments. The Commonwealth assesses such net cost of service on the cltles and towns in the
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MBTA territory after deducting certain contract assistance provided by the Commonwealth. Proposition 2 1/2, as
amended, generally limits the increasé in such assessments from one year to the next to 2.5% of the prior year’s
assessment. The Commonwealth pays its transit notes from the proceeds of the assessments and from such contract
assistance aud lf the foregoing proceeds are msufﬁcrent from other funds of the Commonwealth.

Total ex pendttures for the purpose of pdying costs related to the MBTA and regional transit anthorities have
risen at an average annual rate of approximately 13.2%. for fiscal years 1988 through 1992, from $274.1 million
in fiscal 1988 (of which $257.2 million relates to the MBTA) to $449.6 million in fiscal 1992 (of which $421.2
million relates to the MBTA). Estimated expenditures for this purpose for fiscal 1993 are $526.8 million (of which
$495.3 million relates to the MBTA), representing an increase of 17.2% over fiscal 1992. The Governor's fiscal
1994 budget recommends $553.1 million for! MBTA and regronal transit authority expenditures, of which $519.6

rmlllon relates fo the MBTA : R ) R
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In hght of major expansion of service’ throughout the 1980s, the total MBTA operatmg budget has risen
at an average annual rate of approximately 8:4% for fiscal’ years' 1988 through 1992, from $535.3 million in figcal
1988 to $740.4 million in fiscal 1992, The MBTA"Adh'sory Board has approved an operating budget for fiscal
1993 of $772.7 million, which represents’ an'increasé over fiscal 1992 of approximately 4.4%, and an operating
budget for fiscal 1994 of $796.6 million, w]nch repredcnts an mcrease over fiscal 1993 of approximately 3.1%.
The growth in the Commonwealth's sharé of the MBTA’s budgct roﬂccts the statutory arrangements by whlch the
MBTA is funded, declmmg federal assrstauce and coustramed local support as a result of Proposition 2 1/2

S A R L

The mformatron set forth above concemmg the Commonwealth’s total expenditures for the costs of the
MBTA is based on the Commonwealth’s fiscdl year ending June 30. However, under state law;’ ‘the MBTA
continues fo report its net cost of service {0 the Commonwealth ‘on a calendar year basis for relmbursement and
assessment purposés. ~ The following table ‘sets’ forth for thic ‘caléndar years ended December 31, .1987 through
December 31, 1992, the amounts of (i) the MBTA’s cost of service in excess of the MBTA’s income from its own
soucces, (ii) federal operating assistance, (iii) Section 28 contract assistance, (iv) additional contract assistance, (v)
interest and other charges incurred in state borrowings by the Comimonwealth and (vi) the total of the
Commonwealth‘s assessments on the cities and towns for the net cost of service allocated to such year.

MBTA Net Cost of Service Assessments
' (m m:lhons) ' ’

Less:
Addluonal
 Cost of Less: Less: .- : Conlract Amount
’ Service in _ Federal Section 28 o * Assistance and Interest: Assessed
Year Ended ‘Excess Operating " Contract © ' " Other State and Other  orto be
December 31 - of Income . Assistance -Assismncegl! RS Asstslance ;g} Subtotal Charges (3) Assessed
1987 $383.0 $18.8 . $74 0.- 5191 5 . $98.7 $11.5 $tio.2
1988 4273 18.7 829 e 101.1 11.8 112.9
1989 464.3 18.5 926.8 o 245.4 . 1036 12.1 115.7
19%0 - 512.9 - 183 115.7 et 27216 - '. ) 106.3 : 12.3 118.6
1991 575.0 .. 18.2 S EY A R U E O N I ) 9.7 © 1216
1992¢5) - ., 606.0 18.2 - 1558 oo o 3183 1137 "11.0 124.7
SOURCE: Massachusetts Bay Transportahon Authonty
(1} Contract assistarice under Sect:on 28 of the MBTA’s cnablmg act for paymenl Dfﬂ port:on of debt service on certain of the MBTA's
indebtedness. Y
@ Additional conteact assistance and other slate assrstance provrded by l-he Commoﬂ“’eﬂ[lh
A Includes interest and olher chaiges lncurred in state borrowings by lhB Commonweallh and Boston Melropolitan Dislrict expenses
of $25,000 in each year, - :
@ The fiscal 1993 budget conteins appropriations, together with other prlor apPTOP"“hO"S sufficient to provide this amount of additional
state assrstancc . :
()] Preliminary.
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L -,:_Rgzgliéndi Trdns:_'t Authoﬁﬁe.s_and Steamsht‘p Authbri
in various areas of the state. The Woods Hole, Martha's Vineyard and Nantucket Steamship Authority operates

State Work Force

(6) - - The Governor's fiscal 1994 budget recommenrdation contains appropriations, together with other prior hpproprihtioi[’s'.‘:r,ufﬁbiénl o
provide this amount of additional state assistance. . . . - N - -

PR e -

ty. There are 15 regional transit authorities organized

PRI i

ferry service to Martha’s Vineyard and Nantucket. As with the MBTA, the Commonwealth is required under
applicable statutory provisions to provide the regional transit athorities and the Steamship Authority with funds
sufficient to meet the principal of and interest on their bonds and notes as they mature to the extent that funds
sufficient-for. this purpose are not otherwise available. ' o

The Commonwealth also is required under applicable statutory provisions to pay to the regional transit
authorities and the Steamship Authority their net cost of service (current expenses, including debt service, minus
current income). The Commonwealth recovers such amounts as are not paid by its contract assistance by
assessments on the cities and towns served by such authorities. The Commonweaith is required undér applicable
statutory provisions relating to the regional transit authorities to_provide contract assistance to such authorities in
amounts equal to 50% of each authority’s net cost of service, and such amounts are not assessed on the cities and
towns served‘by. such authorities. - . e -

The regional transit authorities have required aggregate net cost of service payments by the Commonwealth
in fiscal 1988, 1989, 1990, 1991 and 1992 of $17.1 million, $18.8 million, $20.6 million, $23.6 million and
$28.5 millioﬁ,’fﬁspectively. Estimated 'payments for fiscal 1993 are $31.5 million. Fiscal 1994 payments are
expected to be $33.5 million. The St_edmship Authority is currently self supporting, requiring no net cost of service
payments or contract assistance. BRI :

Tre

Other Programs

In addition to those expenditures described above, the Commonwealth also expends substantial amounts
on all other programs and services. :Spending on other programs and services supported by the Commonweaith’s
budget increased from $3.856 billion in fiscal 1988 to $4.222 billion in fiscal 1990, an average of 4.6% per year.
Fiscal 1991 spénding on other programs and services decreased to $4.022 billion, which is $200.3 million, or 4.7%,

‘less than fiscal 1990. Such expenditures increased by $48.2 million, or 1.2%, to $4.070 billion in fiscal 1992,

Fiscal 1993 expenditures are estimated to be $4.584.2 billion, which is $514.0 million, or 12.6% higher than fiscal
1992. A large share of the projected fiscal 1993 spending in this category ($1:862 billion) consists of spending on
human services programs other than Medicaid and public assistance detailed earlier. ~This other human services
spending for fiscal 1993 includes expenditires or the Départinants of Mental Retardation ($650.6 million), Mental

. Health ($494.2 million), Social Services ($418.7 million) and Public Health (§298.8 million), The remaining $2.417

billion in projected. expenditures on other programs -and-services cover a. wide variety -of -functions of state
government, .including; in particular, expenditures for-the Judiciary, District Attorneys and "th__é: Aftorney General
($376.1 million) and for the Executive Office for Administration and Finance ($266.7 million), Comniunities and

Development ($178.8 million), Environmenial 'A‘ffairs;($144'.5_m111ion).‘Tranqu;_:aﬁion and Construction ($286.4

- illion), Public Safety ($714.9 million) and Elder Affairs ($121.0 million).. The Governor’s proposed fiscal 1994

budget recommends budgeted expenditures on other programs and services of $4.617 billion.

i T 1 PR . Bl . - Tind
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~_As of January 1, 1993, the Coniinonwealth”has’ dpproximately 64,571 full-time equivalent employees
("FTEs") in-its 'standard work' force delivering programs #nd services ‘funded by annual 6p'era't:ing budget
appropriations and retained revenues. This numbér does not includé 371 seasonal FTEs or 130 meinbers of Board
or Comumissions. . Approximately 55,827 of theéé FTES work in executive branch agencies (including émployess
of the Commonwealth’s colleges and whiversities) uinder the contiol of the Governor, while the others work in the
Legislature, hidiciary and other entities donstitutiorially independent of the Governor (e.g., the Offices'of thie State
Treasurer, the Secretary of State, the State Auditor and the Attorney General). During fiscal 1992 appi‘bkimately
$2.2 billion was expended for salaries for state employees funded through the budget. Between June 1988 and
January 1993, the size of the standard work force funded by annual operating budget appropriations was reduced

by 15,768 FTE positions, or approximately 19.6%. Between January 1991 and January 1993, the size of the
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Commonwealth’s standard work force was reduced by approximately 7,007 in executive agencies under the control
of the Governor and by approximately 7,623 in the entire state government, ~The Governor has successfully
implemented an aggressive program to reduce the state-wide work force by a net of at least 7,500 FTEs between
taking office in January 1991 and the beginning of: fiscal 1993 through attrition, layoffs and an early retirement
program (which took effect on July 1, 1992). - - ' S o

" Full-Time Equivalent Work Fm_'cg 1)

June 1988 January 1991 . dantrary 1993
Execulive Branch (2): ) ) L -,
Governor's Office (3)' : : -105 - 5 - . s .62
State Comptroller _ . : R . 119, 108 -~ T 101
Executive Departments: . ) . e . T
Administration & Finance . . 4434 . . 3,985 © . 3,235
Environmenial Affairs ' ' © 3,319 ' 3,019 - 2,134,
Communitiet & Development : : 182 o 123 103
Human Services (4) 38,665 35,441 R 25,415
Transporiation & Conetruction 3,146 2,565 1,748
Board of Library Commissioners . . 194 - 14 TR I )
BEducation (5) . . : 468 o 248 - <21
" Higher Bducation (5)(6)" ' S 14654 1 Ty3084 o 12,943
- Public Safety (4) 3,405 - 0 2833 L BT
Econemic Affairs (7) EEEEES - A ©o64 Co 91
Elder Affairs C60 as e T 26
Consumer Affaics : 755 725 595
Energy Resources (8) 66 - .
Labor ) 464 , 443 433
Subtotal 69,958 62,833 55,826
Judiciary . . - CT L 6,187 R ¥ 11X R &
Other (9 R S L 4224 b 3,802 Lo T "13454
Tol © T ghang N AT 64,570
- B . - N
SOURCE: Execliljv_e Office for Administration and Finance. . L v R
(4] Excludes employees whose salarits are paid from direct federal grdn!s. expendable trust funds and Capital Projects Funds, .
@) Includes only employessunder control of the Govemor, . o ' ' ' )
3) Includes slaff of the Lieutenant Governor, formerly included in "Other”, - o ‘ s - ‘
(65 Includes transfer of personnel of Parole Board, Department of Corrections and MDC Police to Public Safety in July 199].
B) . Chapter 142 of the Acts of 1991 combined the Deparinent of Education and a successor to the Board of Regents under a newly
' created Secretary of Educationa] Affairs. L L L e -
() Includes University of Massachuselts, state colleges and community colleges. o
) Includes transfer of certain personnel from Consumer Affaies to Economic Affairs,
®) Department functions were taken over by othe? departments in fiscal 1990, '
(€] Includes Legislativo staff, Offices of State Treasurer, Secretary of State, State Auditor, Attorney General and others constitutionally

independent of the Governor. Does not include elected representatives, senators or members of the Governor's Cabinet.

Commonwealth has employces whose salaries are. paid from various direct federal grants, expendable trust funds,

and Capital Projects Funds. Virtually all of these employees work in the executive branch, over half of them in
public higher education, . Excluding personnel_paid from certajn higher education_ trust funds, the number of
non-budgeted FTEs has increased from 11,366 in, June 1988 to 13,102"in January 1993, an increase of
approximately 15.3%. The Commonwealth :also employs seasonal workers, - primarily in its. parks and other
recreational facilities, varying in number from about, 450 FTEs in the off-seasons to about 2,000 FTEs in
midsummer. ' o T A L
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Union Organization and Labor. Negotiations kR T
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« -, Under- _haptef' 150E of the General Laws, all employees. of the Commonwealth, withi the exception of
managerial and confidential employees, have the. right to bargain collectively with the Commonwealth through
certified employce organizations recognized as exclusive bargainin g represeiitatives for appropriate bargaining units.
Collective bargaining with employees of the Commonwealth’s colleges and universities, its judicial branch and the
Lottery Commission generally is conducted directly by those entities. The Office of Employee Relations, acting
for the Secretary for Administration and Finance, conducts the collective bargaining negotiations with all other

employees of the Commonwealth, Such negotiations may cover wages, hours and other terms and conditions of

- employment, but may not include the levels. of pension-and group-insurance benefits.© All labor agrecments

negotiated by the Office of Employee Relations are subject to approval by the Secretary -for Administration and
Finance and, once approved, are: forwarded to -thé' Legislature for ‘fundingapproval.” Funding-of most labor
contracts is by means of a supplemental appropriation. : :

In most cases, the Chief Administrative-Justice of the Trial Court, the Lottery Commission, -aind ‘public
higher education management negotiate directly with their respective employee representatives, but all wage
increases and other economic provisions contained in agreements reached as a result of such bargaining are subject
to the review of the Governor and to funding approval by the Legislature. . If the Governor does not recommend
the requested appropriation to fund contractual increases, he may refer the contracts back to the parties for further

negotiation, 7 N T T PRI PR TR - S SR

~* Approximately-50,322 executive branch state employees are organized in eleven bargaining unils, the
employees of the Commionwealth’s collegés and universities are organized in 25 bargaining units, and the employees -
of the judicial branch and the Lottery Commission are organized in six bargaining units.-.Public employees of the
Commonwealth do not have a legal right to strike or otherwise withhold services. Unions representing certain state
and metropolitan police are entitled to-final and binding arbitration by ajoint Labor-Management Committce.

The Alliance, comprising Units 2, 8 and 10 described below, represents the largest grou;i of émp]oyees.
Negotiatipns between the Alliance and the Office of Employee Relations generally -establish the parameters for
negotiation of all other contracts, including those governing the judicial, Lottery Commission and higher education
employees.. oS - TR A LT ,

*All but ofie of the collectivé bargaining dgréements between the Commonwealth and ite employees have
expired. The last such contract expired on.September 30, 1990. The expired.collective bargaining agreements
continue in effect, at current wage levels, until new contracts are negotiated. Negotiations of new coniracts began
on schedule but proceeded slowly in light of -the: Commonwealth’s fiscal condition, By “January 1991 the
Commonwealth had reached agreements with the Alliance (Units 2, 8 and 10), National Assgciation of Government

" Employees (NAGE) (Units 1, 3 and 6) and Massachusetts Organization of State Engineers and Scientists (MOSES)

(Unit.9). These agreements were to extend for three years, commencing January; 1991 and.ending December 1993,
None of these agreements contained any retroactive pay for the period July 1989 to January 1991. The Governor
submitted ‘these agreements to the Legislature; but recommenided’ that they not Hé"*ﬁiﬁ‘déd ‘due"to current fiscal
conditions. In December 1991, the Legislature approved funding of these contracts, which would have increased
the Commonwealth’s compensation obligations by approximately $289 million for the three-year lives of the
contracts. This legislation was not approved by the Governor and expired unenacted when the legislative session
closed on December 31, 1991. The three unions filed lawsuits challenging the Governor’s action. .In August 1992,
the Massachusetts Supreme Judicial Court ruled against the three unions, holding that the Governor’s actions were.
constitutionally permissible. On November 17, 1992, the Legislatiré authorizedl the partial funding of certain
collective bargaining agresments between the Commonwealth and its employees. These agreements, which were
originally scheduled to take effect in January 1991, included a three-year increase.in wage levels for Commonwealth
employees of approximately 13.7%. The legislative authorization would effectively increase wage levels by 6%
during the remainder of fiscal 1993, and by approximately an additional 7% for fiscal 1994, See "1993 FISCAL;
YEAR -- Development of Fiscal 1993 Budget."
. Also, by January 1991, the Commonwealth reached agreements with its three police unions, the Coalition
of Public Safety (Unit 5), the State Police Association of Massachusetts (Unit 5a) and the Metropolitan Police
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(formerly Unit 5b). These agreements provide for a 5% wage increase, retroactive to Ji uly 1989, funds for which
have been appropriated. This 5% increase equalized the police units with other state employees (who received 5%
in July 1988). The total cost of these contracts was $7 million, paid in fiseal 1991, which included the increases
retroactive to July 1989, By their terms, these three agreements expired on June 30, 1990 and, like the other
expired collective bargaining agreements, conlinue in effect at current wage levels. Negotiations continite with the
Massachusetis. Nurses Association (MNA) (Unit 7). Agreements negotiated by the Board of Regents, the Lottery
Commission and the Trial Court were not submitted to the Legislature by the Governor and therefors do not
represent cost items {o the Commonwealth at this time. e Lo T E

On July 1, 1992, the Capitol Police,. Metropolitan Police and State Police were consolidated. into the
Massachusetts Department of State Police.. Union members in the consolidated department are represented by the
State Police Association of Massachusetts. Contract negotiations are continuing: - ST

Despite the present uncertainty with respect to the new agreements caused by fiscal conditions, the
Commonwealth believes that ity relationship with its employees is reasonably goad, S

“The following table sets forth. information regarding the eleven bargaining units'that are within the
responsibility of the Office of Employes Relations. : - ' -

Office of Employee Relations Bargaining Units

Contract o L L . . " No. of + Expiration
Unit  Bargeining Union _ . Typeof Employee . Employees . Dateg
I =~ National Association of Government Employees "~ "= | Clericai o Tee2 6/30/89
2 ‘Alliance/Americen Federation of State, County & , =~ - Non-professional hospital . - 15,643 . -.3/31/89
Municipal Bmployees end Service Employees International .
Ur_lion_
3 National Association of Government Employees - : Skilled trades s 1,180° - 6/3ﬂ139 i
4 ‘Massachusetts Correction Officers Federated Union Corrections 3,679 12/31/94 o
5 Coalition of Publi¢ Safety _ Police/Law enforcement : . 308 . 6/30/90
5a State Police Association of Massachusetts . 70 State Police " 1,800 - 6/30/90
6 National ‘Aésocia!ion of Government Employees . |, | . Administrative . : 5,676 6/30/89
o s -« .professionals » o
7 Mussachusetts Nurses Associations - ] - .. Health professionals 3,019 9/30/90
B . Alliance/Service Emiployees International Union "+ ' " Social workers 7,649 - a131/89°
9 Massachusetts Orgaﬁi;alion of Enginecrs and Scientists . . Engincers/scientists ) . 2,848 6/30/89
10 Allisnce/Service Employees International Union " Secondary education 818 3y
TOTAL ’ St . ‘ o s - ' 50!322_

SOURC_E{ ._O't’ﬁce of Emplr_.';yee Relations. Number of employees as Vijjﬂ:ﬂ.Uﬂl'_Y, o, 1993
- COMMONWEALTH BOND AND NOTE LIABILITIES
Overview

Under its constitution, the Commonwealth may borrow money (a) for defense or in anticipation of receipts
from taxes or other sources, any such loan to be paid out of the revenue of the year in which the loan is made, or
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(b) by a two-thirds vote of the members of each house of the Legislature present and voting thereon. The
constitution further provides that borrowéd money shall not bé'expended for any other purpose than that for which
it was borrowed or for the reduction or discharge of the principal of the loan. In addition, the Commonwealth may
give, loan or pledge its credit by a two-thirds vote of the members of each house of the Legislature present and
voting thereon, but such credit may not in any manner be given or loaned to or in aid of any individual, or of any
private association, or of any corporation which is privately owned or managed.

The Commonwealth has waived its sovereign immunity and consented to be sued on contractual obligations,
which term includes bonds and notes issued by it and all claims with respect thereto. However, the property of the
Commonwealth is not subject to attachment or levy to pay a judgment, and the satisfaction of any judgment
generally requires legislative appropriation. Enforcement of a claim for payment of principal of or iiterest on bonds
and notes of the Commonwealth may also be subject to the provisions of federal or Commonwealth statites, if any,

hereafter enacted extending the time for payment or imposing other constraints upon enforcement,  insofar as _the.

same may be constitutionally applied. The United States Bankruptcy Code is not applicable to states.

Commonwealth Bonds and Notes. The Commonwealth currently has three types of bonds and notes

outstanding: general obligation debt, dedicated incoms tax debt, and special obligation de st.” Dedicited income tax
debt consists of general obligation bonds or noles issued under Chapter 151 of the Acts of 1990, to which a portion
of the Commonwealth’s income.tax receipts is dedicated for the payment of debt service. Special obligation revenue
debt consists of special obligation revenue bonds ("Special Obligation Bonds") issued under Section 20 of Chapter
29 of the Massachusetts General Laws (the "Special Obligation Act") which may be secured by a | or a portion of
the revenues credited to the Commonwealth’s Highway Fund. The Commonwealth has issued Special Obiigation

Bonds secured by a pledge of two cents of the Commonwealth’s 21-cent gasoline tax. See "Special Obligation.

Debt." -

Other Commonwealth Bond and Note Liabilitiés. Certain independent authorities and agéncies within the
Commonwealth are statutorily authorized to issue bonds and notes for which the. Commonwealth is either directly,
in whole or in part, or indirectly liable. The Commonwealth’s liabilities with respect to these bonds and notes are
classified as either (a) Commonwealth supported debt; (b) Commonwealth guaranteed debt; or (¢) indirect
obligations. Commonwealth supported debt arises from statutory requirements for payments by the Commonwealth
with respect to debt service of the MBTA (including the Boston Metropolitan District), the Massachusetts
Convention Center Authority, thé Massachusetts Government Land Bank, the Steamship Authority and certain
regional transit authorities, - Commonwealth..guaranteed debt consists of certain liabilities arising out of the
Commonwealth’s guarantees of the' bonds of the four higher education building authorities, certain local housing
authorities and certain bonds of the Town of Mashpee, Indirect obligations consist of (i) obligations of the
Comnionwealth fo”"fund capital reserve” funds’ pledged to”certain MHFA bonds, (i) the obligdtion of the
Commonwealth, acting through the Higher Education Coordinating Council, to fund debt servics, solely from
moneys otherwise appropriated to HECC, on certain community college program bonds issued by the Massachusetts
Health and Educational -Facilities Authority; and (jii) the obligation of .the Commonwealth, acting ‘through the
Executive Office of Public Safety ("EOPS"), 't6 fund debt sérvice from amouiits appropriated by the Leégislature
to BOPS, on certificates of participation issued to finance the iew Plyiouth County Corfectionial Facility. In
addition, the Commonwealth has liabilities under certain tax exempt capital leases. . See "OTHER

. A .

COMMONWEALTH OBLIGATIONS -- Long Term Capital Leases™. ... - .

Outstanding Bond and Note Liabilities. The following table sets forth the Commonwealth bond and note
liabilities outstanding on January 1, 1993. e

AL




COMMONWEALTH DEBT

General Obhgnuon Debt -. o . .

Dedicated Income Tax Debt . + -: ..,

Special Obhgnuon Debt .
Sublotal Commonweallh Debl‘.

COMMONWEALTH SUPPORTED DEBT -

MRETA
Massachusells Convention Cenler Authonly
Massachuuetls Government Laid Bank
Boston Melropolitan Dlslnct 'I”"‘ '
Steamship Authority N
Regional transit authoritics

Subtotal Supporied Debt : . -

COMMONWEALTH GUARANTEED DEBT

GE L T e e

Lacal housing authorities * -
Higher education building authorities
Town of Mashpee

Subt_olal Gunrante_ed D_ebt_ R

TOTAL COMMONWEALTH BOND AND”
‘NOTE LIABILITIES - = - -

S

B VI

- Commonwealth Bond and Note Liabilities. -
‘January 1, 1993
-(in: thousands)

U a

Long Term()

$7.889,736 %y

l|236:990 }
103,770
| 9,230,486

g F UL

I

F

1,932,800 (4)
163 669,
5 725
R AIPR
v 35 690"
Boat i11s
2196011

253,423

— 800 ¢5)
254,223
Y RV S FL

;_n!rmosazon 2B

ooy i,

. ]
1o

Y

 Short Term

LTI

| $338969 ()

| 338969

SOURCB Oi’ﬁce of t.he State Treasurer, OPﬁce of the Complroller and respecllva authonnes nnd agenc,les

(. .- Long term debt includes discoint and cosis of issuance, Does’ fiot heludé long tetni capital ease obligations.

-See “Indirect
Obhgauons Plymouih Coumy Cerr[ﬁcares o_)" Pariicipation” and "OTHER COMMONWEALTH LIABILITIES -- Long Term Caplml
o LeasesT, o . S B g
7). Include-s |nterest on Commonweallh genernl obhgauon capital nppreclatwn bonds to be accrued from Janunry 1, I993 lhrough r.heu-
- * ihaturity in'the amount of $437. 3 mlllion1 co
(&) Represents $240 rmlllon of Commonwealth General Obhgatton Nole.s :ssued for {ha purpose of ﬁnnncmg the MBTA’s 199[ catendar

“.7 ' year net cost of service which matured on Jaauary 28, 1993 &nd:$98.969 million of the Commonwealth's *minibonds* (which are
‘ .redeemable at the request of the holder oi one business day's 'notice and_are treated as'short term liabilities), The Commonwealth
] mtends {0 issue addiljonal general obfigation notes for -the purpose of financing the MBTA’s 1992 calendar year net cost of service
'by the end of fiscal 1993, See 'General Obllgauon Debl Commanweallh General Obligation Notes and Mintbonds®, As of February
' 26, 1993 ‘the Commonwenlth also had $220 rmlllon of commerclal paper outstandmg For a descnpuon of Lha Commonweallh’

"* ‘commercial papér program, sée "General’ Obhgnunn Dbty Cammonu'ca!m General Oblfgation Notes®.

@ On January 19, 1993, the MBTA issued $378,675,000 aggregile pnnclpal amount ‘of bonds for the purpose of reﬂmdmg'

$323,070,000 of outstanding MBTA bonds.
(5 . . OnFebruary 1, 1993, the Town of Mashpee made & $200,000 principal payment with respest to these bonds.

Trend of Long Term Bond Liabilities. The following table sets forth the .diltstalﬁdihg 1-::11éj 'tei;m':
Commonwealth debt and Commonwealth supported bond liabilities as of the end of the fiscal years indicated.
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. , Long Term Bond Liabilities(1)(2) .. .- . -
- Commonwealth Debt and Commonwealth Supported Debt

(in thousands)

General Dedicaled Special Commonwealth Other

Obligation Income . Obligation -+ Long Term Debt MBTA Supported .
June 30 Bonds (3) Tax Debt Debt . Subtotal (4) Bonds Debt (5) Total (4}
1988 $4,252,184 - —re $4.252.IB4 $968,450 $297,172 $5,517,806
1989 5,370,628 - - 5,370,628 1,113,010 280,992 6,764,630
1950 6,605,040 - - 6,605,040 1,283,765 263,848 8,152,653
1991 7,164,195 $1,416,145 - 8,580,340 1,475,480 247,574 10,303,394
1992 7,916,571 1,236,990 $103,770 '9,257,331 -*1,708,230 257,327 - '11,222 888

SOURCE: Office of the State Treasurer and the OHice of the Complrolles.

(1) Does not include Commonwealth guaranteed debt. See "Commonwealth Guaranteed Debt®,

2) " Outstanding bond liabilities iriclude discount and ¢osts of issuance, ’ ‘ .
3. ‘Does not include Dedicated Income Tax Debt. Commonwealth general obligation bonds inciude interest on capital appreciation

bonds yet to be accrued from the end of the fiscal vear indicated through their maturity in the following approximate amounts:
fiscal [988-$0; fiscal 1989-$74.43 million; fiscal 1990-$175.38 million; fiscal 1991-$399.64 million; fiscal 1992-3451.29 million;
and projected fiscal 1993-$437.30 million. - :
(4) * Totals may not add due to rounding. L
(03] Includes bonds of the MCCA, the Steamship Authérity, the Land Bank, and the Boston Metropalitan District. Does not inciude
bonds of regional transit authorities. :

Long Term  Debt Analysis. The following table sets forth outstanding long term 'Coilnr_nonvl.real‘th debt’
and Commonwealth’supported debt as of the end of the fiscal years indicated and the ratio of such indebtedness
to certain economic in'd‘ic.:itoré.. : __.,_' . oy , R U

Long Term Debt Analysis A
Commonwealth Debt and Commonwealth Supported Debt

[ . L

‘ co - T R

L. . NetofCABmerest . . . e RSP

B . Amount(D@) | Yetlobe Accrved , Ratioto Full. Value - - .. Raliote: . .
June30 (in thousands) “(in thousands) Per Capita (3) ~ ' of Real Estate (4) Personal Income (5)
1988 - - . $ 5,517,806 - $.5,517,806 R A 249 - T " 4.48
1989 .. 6,764,630 |, .. 56690200 - I 1,136 & - . 178 - 5.09
199 ° 8152653 - L 7977213 1,326 PR R & L 58T
1991 - - . 10,303,398 9,903,754 - 1,652 _ 232 B .o
19927 ° 2888 ¢ lo7nse8 L1es 0 2s2 . T 760
SOURbE Office of the State Tré;silrer ahd lhe-_OFﬁce.r_ot: the Corﬁptroller.
($)] “Includes Commonweallh "ger;‘élj;al4ohligalion‘|io'nds-.ﬂédica'lé_d income tax bonds and.'.Specinl dt;li'g.a.l_ion Bﬁnds. .a.nd bonds of the

"MBTA, the MCCA, the Steaniship Authority, the Land Barik and the Boston Metcopolitan Disicict. Does not include bonds of the
~ regional transit authorities. Does not include Commonwealth guaranteed debt. See "Commcnwealth Guarariteéd Dett".
(2) . . Outstanding bond liabilities include discount and costs of issuance. Commonwealth general obligation bonds include interest on capital
h appreciation bonds yet to be accrued.from the end of the fiscal year through their raturity, . Ses *Table of Long Term Bond
Linbilities; foomiote 3% above. o -

@ Based on United States Census resident population estimates for Massachusetts of 5,890,000 for 1988, 5,891,000 for 1989, 6,016,000
<. - for 1990, 5,996,000 for 1991 and 5,998,000 for 1992, ' o : a a v
&) -5 Based on Commonwealth Department of Revenue equalized valuation of assessed real estate of $221.5 billion for 1938, $374.9 billicn

.. for 1989 and 1990 and $427.6 billion for 1991 and 1992, :

A3




) Based on United States Department of Commerce; Bureau of Economié Analysis tolal personal income of $123.3 billion for 1988,
$131.4 billion for 1989,.$135.9 billion for 1990, $137.3 billion for: 1991  and an estimated $140. 1 billion for 1992,

Maturities of Short Term Debt. The follh@ing table sets forth the maturities of the Commonwealth’s short
term liabilities outstanding as of January 1, 1993.

e Maturities of Short Term Liabilities
Koo F e : January 1, 1993
< (in t__housands_)

.
Lol

LE e .. s r-: L Regional
e S co Cf Transit . ot
. -Month Due Commonwealth .+ MBTA Authorities Total
Minibonds (1) $98,969 3 - . 5 - . _ $98,969
Commercial Paper 220,000 - -- 220,000
(1 1o 270 days)(2) L e coas Ak
January 1993 240,000 (3) -- 2,154 242,154
- March 1993 N 185,000(4) 1,650... - 186,650
June 1993 s L 10,550 . 10,550
Fiscal 1994 = - .. 170,000, _ 49,838 .- 219,838
Total’ T © §558,969 355,000 - 64,192 $978,161
" R - . . Lot .
SOURCE: Qfﬁce of the §tal_e,"ll'rea_§lurje_r and r@spe;livc'aulhorilies‘ and agencies. v N , e
m Minibonds are redeemable et the option of the holder on one business day's nolice and are considered short term obligations. See
"General Obligation Debl; Minibonds ™.
@), . . Fora descrlptmnof the | Commonweallhcommercm! paper program, see "General Obligation Debt; Commonwealth General Obligation
T Notes®. AS of Februnry 26, 1993 he Commonwaalm had $220 mllllon of commercial paper outstanding. . . . _—
(3) - - - Matired on Janvary 28 ~’I993 “'Sée "General Obligation Debl Coinnoiswealth General Obligarion Nores™, '~
()] The MBTA expecls to issue $195,000,000 of its notes on or before March 2, 1993 in part to ‘refund these notes.

General Obligation Debt . U T PR G
Aol ofiermee Sl s L0 RTINS
The Commonwealth issues géneral obhgatlon bonds and notes pursuant to Chapter 29 of the General Laws
("Chapter 29"). Pursuant to Chapter 29, general obligation bonds and notes issued thereunder shall be deemed to
be general obligations of the Commonwealth to which its full faith and crednt are pledged for the payment of

prmmpal and interest whe;n dhe mﬂesg specrﬁcally provrded otherwrse on the face of such bond or note.
P “ -

Dedicated Income Tax Debt On August 1;.1990, the Governor signed into law Chapter 151 of the Acts
of 1990, which provides, among' other matters, for the authorization of the Commonwealth Fiscal Recovery Loan
Act of 1990 to meet the deficit: attrlhutable to fiscal 1990, including certain Medicaid payments for prior servrce
periods, Bonds issued pursnant to'Chapter 151 ("Frscal Recovery Bonds") must be repaid oo later than December
31, 1997.” The Commonwealth issued Piscal Recovery Bonds in October and December 1990 in the aggregate
principal amount of $1.416 billion. - The Fiscal Recovery Bonds constitute general obligation bonds.of the
Commonwealth, but are to be repaid from funds deposited in the Commonwealth Fiscal Recovery Fund established
by Chapter 151 (the "Fiscal Recovery Fund"), deposits to which are (¢ be held it frust and pledged to pay debt
service on the Fiscal Recovery Bonds Deposnts to the Fiscal Recovery Fund are to be made from up to 15% of
the, Commonwea]th‘s income tax’ rec 7 pts in, each year that debt service is payﬂble related to, the Fiscal Recovery
Bonds, Income tax, receipts.in excess of the. amount needed in any fiscal year for debtservice on account of Fiscal
Recovery Bonds then outstanding, as certified-by-the Secretary for' Administration and Financé in consultation with
the State Treasurer, are paid into the CominonWwealth’s General Fund. Debt service related to the Fiscal Recovery
Bonds in the years 1992 through 1997 will not exceed $278 million per annum. Fifteen percent of the
Commonwealth’s income tax réceipts For fiscal 1992 amounted to approximately. $800.6 million, while in fiscal 1993
it is estimated fo amount to $811.3, miJlion..:The outstanding principal amount of the Fiscal Recovery Bonds is not
counted toward the statutory limit on outstanding direct bonds of the Commonwealth (see "Statutory Limit on Direct
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Bonds"), and interest on the Fiscal Recovery Bonds is nat connted toward .the statutory limitation on debt service
‘\ payments. See "COMMONWEALTH PROGRAMS AND SERVICES -- Debt Service".

Commonwealth General Obligation Nares The Commonwealth currently issues short term general
obligation debt as revenue antwnpatlon notes, bond anticipation notes, and transit notes issued to fund a portion of
the Commonwealth’s net cost of service for the MBTA. Revenue anticipation notes may be issued by the State
Treasurer in any fiscal year in antncnpatlon of the receipts for that year. Revenue anticipation notes must be repaid
no later than the close of the fiscal year in which they are issued. Bond anticipation notes may be issued by the
State Treasurer in anticipation of the issuance of bonds. The Commonwealth utilizés a commercial paper program
to facilitate the' issuance of revenue and bond anticipation notes. Under the Commonwealth's commercial paper‘
program, the Commonwealth may issue up ‘to $700 million of short term general obligation debt under three series
of notes; letters of credit are available through September 15, 1994 to secure such commercial paper. The
CommonWealth’s current cash flow projections indicate that no more than $305 million of short term operating
borrowings is expected to be outstanding under the‘cominércial paper program at any time during fiscal 1993. See‘
"1993 FISCAL YEAR -- Cash Flow". As of January 1,.1993, the Commonwealth had $220 million of commercml_
paper outstandlng As of such date, no other revenue or bond antlelpatlon notes were outstandmg

-
1

Translt notes issued to fund the .net cost of seérvice payments to the MBTA may be issued by the State
Treasurer pursuant’to Chapter 161A of the General Laws, and may mature in'the current or next succeedmg fiscal
year. The noles are general obllgatlons of the CommonWealth but aré funded, in. part, from . assessments collected
by the Commonwealth from cltles and towns in the MBTA’s temtory See "COMMONWEALTH PROGRAMS
AND SERVICES -- MBTA and Regional Transit Authorities". '.As of January 1, 1993, the: Commonwealth had
$240. million of outstanding transit notes which matired on Januaty 28, 1993. The Commonwealth intends to issiie
additional transit notes by the end of ﬁscal 1993 in order to fund calendar 1992 net cost of serv1ce payments to the
MBTA - e i . oo

o P et ¥
Mlmbonds The Stale- Treasurer is authorized by law to sell a portlon of the CommonWealth’s bonded'
mdebtedness each year (not exceeding $50 million net proceeds per year) in the form of small denomination bonds, .
or "miniborids", which are redeémable at the dption of the holder on any business’ day prior to: ‘maturity (generally'
five years). As minibonds are redeemable on one business day’s notice, the Comptroller treats minibonds as short
term liabilities of the Commonwealth. Such minibonds are sold at a discount with no current interest payments;
the redemption value accrues monthly, As of January 1, 1993 the Commonwealth had outstanding $98. 969 million
i in such minibonds; if all outstanding minibonds were to have béen' redeefiiéd’ by the holders théfeof on such date,”

! the total redemption cost to the Commonwealth would have been appro)umately $137 .87 million,

Special Obllgatmn Debt L N J

w1

-+ The. Special Obllgatlon Act authorizes the Commonwealth to fissue Speelal 'Obllgatlon Bonds secured by
all ora portton of revenues accounted to the nghway Fund. Revenues which dre currently accounted to the

—

d Highway Fund aré pnmanly derlved from taxes and fegs relatmg to the operatlon or usg of motor vehicles in the
f CommonWealth mcludmg the motor fuels excise tax. Speelal Obligation Bonds are not general obligations of the
E Commonwealth, Chapter 33 of the Acts of 1991 authorizes the Commonwealth to issue Special Obligation Bonds
2 in an aggregate amount not to exceed $1.125 billion, As of January 1, 1993, the Commonwealth ‘had outstandmg-
d $103.77 million of Special Obllgatlon Bonds secured by a pledge of two cents of the 21 cent motor fuel exctse tax
it imposed on gasoline. .., e, L O R S 5 PR O

of TE ; . .- . o Gaoer B T I R
y Debt Serv:ce Requlrements on Commonwealth Bonds T R AR TR ST

l.l i _ ; ” - ',a_,. . IR . i Doy SRR T R L
h The follong table sets forth, as of January 1 1993 the annual ﬁscal year debt service requlrements on’
y outstandmg CommonWealth general obligation bonds, mcludmg the Fiscal Recovery Bonds, and Speclal Oblxgatmn
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e Debt Service Requirements on Commonwealth Bonds 1) _
T January 1, 1993 ' o o
(in thougands)

GENERAL OBLIGATION BONDS 2)(3) SPECIAL OBLIGATION BONDS

- , . ' Total:

R Interest on e L . . Debt Service
Fiseal o Ny CABs at  Current . o - Commonwealth
Year ‘Princigal Maturity Interest _ Subtotal Principal Interest  Subtotal Bonds .
1993 & "$324,663 .. § - - $261,948 $ 586,611 [+ § - $3,115° - $3,115 | $ 589,726
1994 . 608,490 - -- 505,875 - - 1,114,365 - 6,232 6,232 | - 1,120,597
1995 634,519 ‘ - 465,915. . 1,100,434 [ - 6232 ... 6232 | 1,106,666 . -
1996 | 6,116 —~ 7 428,527 1,058,643 S 6232 6232 | 1,064,875, -
1997 ° 7 T 653,660 385,572 1,039,232 - 6,232 6,232 | 1,045,464
1998 563,746 B675 T 344357 U 916778 | 4070 0 6232 104302 | o 080
1999 479,813 9,704 316,182 805,699 4,285 6,016 10,301 816,000
2000 .. 469,422 23,586 287,684 . . 780,692 4,525 5,776 .7-.10,301°| . - 790,993
2001 ‘ 420366 61,445 259,83, .. 741,645 4,785 . - 5,514 - - 10,299 |; - 751,944 -
2002 365948 64,506 (235426 . 665,880 5070 5231, 10301 | .. 676,181
2003 - | 354208 sa08 0 4wz " Tes1o17 5,370 4927 10,297 661,314
2004 - © 330,974 88,320 - 194,067 " ¢ 613,461 5700 4,600 10,300 623,761
2005 - 332,401 - 95,981 173,681 -~ '602,063 6,055 4246 10,301 | - 612,364
2006 ‘ 385,465, 45481 - 154,028, . - 584,974 | . 6,430 . 3,868 . .10,298 595,272,
2007 ) CHTNT L 14,985 130,541 .- ..563,243 6,835 | 3,466 10,301, ..573,544 -
2008 415,712 - 102,663 518,375 7,260 3,039 10,299 528,674
2009 396,603 - 72,987 469,590 7,695 2,603 10,298 479,388
2010 320,799 - 48,000 368,799 | 8,160 2,141 10,301 379,100
2011 and: ' |.. 527,335 ) = . 45,588 ...° v 572,923 | 27,530 © 3368 30,808 |- -+ 503,821
thereafler . - : R TP P . ‘ ' Sothen ]
TOTAL $8,631,952 $494,765 - $4,627,707 .. $13,754,d24 S $103770 $89.070 3192840  $13,947.264

. ' e R S T TR TR R A ot

o N . . . "):'-‘,'.-. "..l _:-; Lo | : . . e \

SQURCE: Office of the Stets Treasurer and the Office, of the Complroller. - . : ; B A T
) Totals may not add due to rounding. ~ =
@) Includes Fiscal Recovery Bonds. Estimeted debt service on the Fiscal Recovery Bonds (a portion of which conslitute variable rate

debt) will equal appraximately $279.0 million in fiscal 1993 through fiscal 1997 and $130.0 million in fiseal 1998, at which time the
Fiscal Recovery Bonds will be paid. )

()] Exeludes minibonds. Estimated debt service payable on outstanding minibonds (assuming interest is paid at maturity)-in fiscal years
1993, 1994 and 1995 is approximately $22.9.million, $50.5 million and $64.5 million, respectively. | .- ‘
obligation bond principal, approxinisiely $269.6 million of geferal obligation bond interest and approximately $3.1 million of specal
obligation bond interest, - . e i o : : T

() © ° ' Does nol include debt service paid infiscal 1993 through January 1, 1993, including approximately $243.2 ;iqil!i‘oﬁ of genergl.

Sfatufory Debt Limit on Direct Bonds .. AR L ‘

Legislation enacted in December 1989 imposes a limit on the amount of outstanding "direct" bonds of the

Commonwealth. The law, which is codified in Section 60A of Chapter 29, set a fiscal 1991 limit of $6.8 billion,

and provides that the limit for each subsequent fiscal year shiall be 105% of the previous fiscal year’s limit; The
measurement of this limit is performed under the statutory basis of accounting which differs from GAAP in that
the principal amount of outstanding bonds iss*measuf’e:d_?qet-'of discount and costs of issuance. The law further
provides that bonds to-be refunded from the procéeds. of Commonwealth refunding bonds shall be excluded from
outstanding "direct" bonds upon the issuance of the refunding bonds. Chapter 151 of the Acts of 1990 and the
Special Obligation Act provide that the Fiscal Recovery Bonds and the Special Obligation Bonds, respectively, shall
not be counted in computing the amount of bonds subject to this limit. Pursuant to Chapter 5 of the Acts of 1991,
$287.2 million of the Commonwealth’s refunding bonds issued in September and October 1991 are not counted in
computing the amount of the bonds subject to this limit. The following table shows the amount of outstanding
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direct". bonds of the Commonwealth, as compared with the appropriate statutory hmJt as of the ‘first day of each

fiscal year in which the statutory limit has been in effect, . - . m DL e L B
Statutory Debt Limit on Direct Bonds -~ +. -0 -2 s
(in thousands) :
. . . L wiooooo o Lawe e e RTINS | RS
o o “L Oumandmg L oL, . Swtutory Limit .
" - Date T , _' DlrectBonds s . ..onDirect Bonds :.
July 1, 1990 .- : - - $6,0000063 0 e i T geR00 600
. oluly 1, 1991 - . . L 6,683,030 < . oo e T 140,000
L. .lulyl 1992 . Ve c . 6,937,500 s ve sal e oL 17,497,000
S Januaryl 1993 L 6,963,130 e g e e - T497,000 .
c r T TR TR LU B RS A
SOURCE OFﬁce of!heStateTreasurer and the Oﬁlce of Lhe Complrol[er ,'7 T e
oL Aorine Ul een e
Authorlzed But Umssued Debt R S IOTE RIS SV

"General obllgatlon bonds of the Commonwealth are authonzed to correspond w1th capltal appropnahons
See "COMMONWEALTH BUDGET, FINANCIAL MANAGEMENT AND CONTROLS -- Overview of Capital ]
Spending Process”. Over the last decade, the Commonwealth has typically had a large amount of authorized but
umssued debt However, the Commonwealth‘s actual expendltures for capital projects in a given year relate more
to the' capltal needs ‘of the CommonWealth in such year than to.the total amount. of authorized but unissued debt.
Authonzed but umsshed general obltgatlon debt at fiscal year end and eapttal expenditures in the Capital Projects
Funds excludmg the federally asslsted hlghway constructlon fund in. the same; fiscal year, are.as follows

Dt e . R R I TR Golda s h b

- Authonzed but Umssued Genera[ Obhgatlon Debt

[
te Rl

. ‘ . - (in thousands) T Vi
_ '”Authonzed buit Umssued_ o 3 . L Capltnl )
Date * - T o "'General 0bl|gstron Debt ~ oo TR Exgendttures ‘
sF . - T ) [ cialnt T e L e -t
o Jne30, 1988 . - . .. . L w$7361 392_? S Ee g e \3651,'660 g
June30,1989 , . . - O3B0 L L. e e - 970,668,
June30,1990° 0 7 R doa 936,068
June 30,1991 - T T tagirdos T T U aag 087
~June 30,4092 L sen s T 6,393,832 0 0 o TR 694057(1) to
SOURCE Ofﬁceoflhe Complroller ' o o S B
(l) .~ Does not include $159 6 milifon deposlted into the federally asslsted htghwny construchon fund io allevlnle tho fund deﬁcll

. accumulated therein or $537;5 milfion in refunding bond proceeds paid to escrow agents in arder to defease rel‘unded debl

Authonzed but umssued debt is measured in: accordance w1th the statutory basm of accounttng, whlch is
different. from GAAP Only the net proceeds of bonds -issued (exclusive of discount.and costs of - issuance) are
deducied from the amount of authonzed but unissyed. debt Therefore, the change in authorized but unissued debt
af the end of any fiscal year is not intended to correlate to the change in the amount of debt outstanding as measured |
and reported in conforrmty with GAAP. . B T T ST T BRI  S O =N !

, Pursuant to Chapter 33 of the Aets of 1991 ( "Chapter 33"), the Commonweellh authorlzed the issuance
of $697 nulhon of bonds for certam lughway development and improvement projects which may.only be issued as
Specral Obhgatlon Bonds. The Specla.l Obligation Bonds will be secured by a pledge of all or-a portion of the
revenues accounted for in the Commonwea.lth's Highway, Fund.. In addition, -certain - general .obligation bonds

avithorized in Chapter 33 for such projects (whrch are reflected as Authorlzed but Unissued General Obligation Debt
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above) may be issned as Special Obligation Bonds, with the aggregate amount of Special Obligation Bonds not to
exceed $1.125 billion. See "Special Obligation Debt". . = - * - ' o o ST

Commonwealth Supported Debt ... * = - 7 -y it -
IR TR I

MBTA, The MBTA issues its own bonds and notes and is also responsible for the payment of obligations
issued by the Boston Metropolitan District prior to the creation of the MBTA in 1964. Commonwealth support of
MBTA bonds and notes includes (1) a Commonwealth'giarantee of MBTA debt obligations provided by statutory -
requirements that the Commonweslth provide the MBTA furds sufficient to meet its obligations, including the
principal and interest on MBTA and Boston Metropolitan District bonds and notes as they mature, to the extent that
funds sufficient for this purpose are not otherwise available to the MBTA; (2) Commonweaith contract assistance
equal to 90% of the debt service on MBTA boids;“and (3) under applicable statutory provisions, the
Commonwealth’s payment of MBTA's net cost of r5&3"1'1.%fc’q"\‘ (current expenses, including debt service and lease
obligations, minus current income)., Commonwealth obligations with respect to the MBTA are discussed at
"COMMONWEALTH PROGRAMS AND SERVICES -- MBTA and Regional Transit Authorities”. As of January
1, 1993, the MBTA had $1.933 billion of outstanding long term bonds, and $355.0 million of outstanding short term
notes. The MBTA expects to issue $195 million of shbrttérm riotes on or before March 21993 jn part to refund
$185 million of these outstanding notes. On January 19, 1993, the MBTA issued $378,675,000 aggregate principal
amount of bonds for the purpose of refunding $323,070,000 of outstanding MBTA bonds. ' As of January 1, 1993,
the Boston Metropolitan District had $58. 1 million of outstanding long term bonds. See "Overview; Outstanding
Bond and Note Liabilities" and "Trend of Linig Térti B?thc;bftfues L o
[ RN T EERE A ! CendargerA At A0S ]
: ) Fity" Thers are 15 regional transit authorities o'rgz;,himd
in" various areas of the ‘state. . The Stiedinsliip"’_ﬂﬁ't‘hﬁriflty’dj}éi‘ﬁieé ‘passenger fefries to Martha's Vineyard and
Nantucket. Bach of thess entities issues its 'o'\#ﬂ!i)éihdﬁ‘bihfi‘“ notés’ “Commonwealth suppart of the bonds and notes
of the regional transit authérities and the’ Steathship Atithority inclides (1) a Corimonwealth guaranfee pursuant to
statutory provisions requiring the Commonweéalth {5 Provide edch of these entities with funds sufficient to meet the
principal of and interest on their bonds and notes. as they mature (o the extent that funds sufficient for this purpose

sl ¥

are not otherwise available to such entity; (2) the CofimonWealth's payment! under applicable statutory provisions,

Regional Transit Authorities and Steamiship AGNBF.

of the net cost of service of the regional transit autliorifids & th Steamship Authority (current expenses, including
debt service, minus current income); and (3) with respect to the regional transit authorities, Commonwealth contract

assistance o sich authorities in amounts equal to SOﬁuff E!;gii_qut_“_cgst of service. Commonwealth obligations with
respect to the fegional transit authorities are diséussed at “COMMONWEALTH PROGRAMS AND SERVICES
-- MBTA and Regional Transit Authorities”. The Stedmiship’ Authority is currently self-supporting, requiring no
net cost of ‘service or contract assistance payments. ?é!{'gf‘;lanuary 1, 1993, the regional transit authorities had
$115,000 of outstanding long term bonds and §64.2 mi|

_ illion 6f outstanding short term notes. As of January 1, 1993,
the Steamship Authority had $35,7 million of outstanding long-term bonds, See "Overview; Outstanding Bond and
Note Liabilities”, o :

Massachusetts Convention Center Authority. The MCCA was created for the purpose of promoting the
economic development of the Commonwealth by the development and operation of a major convention center in
Boston and ig authorized to issue bonds for any of its corporate purposes, -Such bonds are fully secured by contract
agsistance payments by the Commonwealth, which payments:are limitéd by statute to an amount equal to the annual
debt service on $200 million of bonds outstanding at any one.t_h;ne. The assistance contract is a general obligation
of the Commonwealth for which its full faith aiid credit dre’ ﬁl‘e'c}g_i'?"d:‘-‘As of January 1, 1993, the MCCA had $163.7
million of outstanding long term bonds on which the COmAiGhwealth 'will pay approximately $6. I million in debt
service contract assistance payments in fiscal 1993, JSeé'bQ?E'ﬁié\#i'Odtsianding' Bond and Note Liabilities™. -

C s e T CLsonatat sEle o e, | B
- Massachusetts Government Land Bank. The Laud Bank- assists in the. developmernt of state and federal
surplus property for private use, and in the development of substandard, blighted or decadent open areas in the

Commonwealth. The Land Bank has direct borrowing power ﬁd?thé"Cbﬁlmohf\vealth is required to p’ro'v'idé_ contract

assistance payments for debt service obligations of the Land® Ban Oﬁlpt0$6 million per fiscal year for a period
of seven fiscal years, of which two years remain. Like ths MCCA assistance contract, the contract with the Land
Bank is a.general obligation of the Ct')mmonwealth fql:"whl_‘?htthe{ é.l{!l;:fﬂ'ith and ctedit of the Commonwealth are

e rneddn S 4y
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* pledged. -As of January 1, 1993, the Land Bank had $5.7 million of outstanding long term bonds. See "0verv1ew

Quistanding Bond and Note Liabilities".

Commonwealth Guaranteed Debt

Local Housing Authorities. Local hous'mg authorities have been created by legislation in each city and town
in the Commonwealth and have the power, among other things, to undertake projects to provide housing for persons
of low income. Prior to a readjustment of their financing methods effected by Chapter 4 of the Acts of 1976
(“Chapter 4"), such housing authorities financed housirig projects by issuing Commonwealth guaranteed bonds and
notes. - The financing has been taken over by the Commonwealth, which makes grants to housing authorities to pay
the costs of housing projects. 'Housing authorities can no longer make arrangenients for the permanent financing
of projects by Commonwealth guaranteed borrowing. Chapter 4 and certain bond coveriants of thé Commonwealth
place’limitations on the amount and period of guaranteed temporary notes which may be issued by housing
authorities to finance planning and construction phases of housing projects. - Chapter 4 also providés that no
guaranteed notes may be issued unless a contract for grants which may be used to retire such notes is in effect.
Housing authorilies may issue revenue bonds to finance privately owned housing developments under a program
authorized by the Legislature in 1984 (the "TELLER program"), but may not pledge their credit to securé such
bonds. ' As of January ‘1, 1993, local housing authorities had no outstanding long term bonds guaranteed by the
Commonwealth See "Overwew Oursmndmg Bond and Note Lmblhue.s'

Higher Education Bmldmg Authormes Four hlgher educatlon bunldmg authorities, created to assist

. institutions of public higher education in the Commonwealth, may issue bonds which are guaranteed as to their

principal and interest by the Commonwealth, The guarantee is a general obligation of the Commonwealth for which
its full faith and credit are pledged. In addition to such guarantee, -certain revenues of these authontles, including
dormitory réntal incoine and student union fees, -are pledged to their respective debt service rcqulrements " While
revenues thus far have been sufficient to meet debt service requirements, théy have not been sufficient in all cases
to pay operaling costs.. In such cases, the operating ‘costs have-been mét by Commonwealth appropnatlons ‘As
of Janusry 1, 1993, the higher education building authoritiés had $253.4 million of outstanding long term bonds
guaranteed by tha Commonwealth See "Overwew Outstandmg Bond and Note Lzabdmes" ‘ ’

Indlrect Obllgatmns

Massachusetts Housmg Fmance Agenc'y and Massachusetrs Home Mortgage Finance Agency.: The
legislation establishing the MHFA, as amended, limits the outstanding indebtedness of MHFA issued for the
purpose, among others, of financing certain’ multi-family housing projects within the Commonwealth to $2.7 billion
of bonds or notes (excluding ceriain notes issued for construction ﬁ.nancmg) and lumts the proportlon of such
mdebtedness that may be evidenced by nofes rather than bonds, :

~MHFA and the Massachusetts Home Mortgage Finance Agency ("MHMFA") also provide mortgage loan
ﬁnancmg with respect to tertain single-family residences within the Commonwealth. The acts establishing MHFA
and MHMFA place a $1.7 billion aggregate limit on outstandmg indebtedness of both MHFA and M[-IMFA to
ﬁnance smgle-famjly housmg MI-IMFA no ]onger has any bonds outstandmg

The MHFA and MHMFA enablmg legls]atmn permjts and certain resolutlons authorizing the respective
issuance of multi-family and single-family housing bonds to date have required, the creation of a capital reserve fund
in connection with the issuance of such bonds. With respect to multi-family housing bonds; any such capital reserve
fund must be in an amount at least equal to the maximum annual debt service in any succeeding calendar yéar on
all outstanding bonds secured by such capital reserve fund, including the bonds then being issued. With respect to
single family housing bonds, any such fund must be maintained in an amount not less than one-quarter of the
maximum amount of interest becoming due in the current or any succeeding fiscal year of the agency and not greater
than the maximum amount of debt service becoming due in the current or any succeeding fiscal year ‘on all
outstanding bonds which are secured by such capital reserve fund. Upon certification by thé chairman of MHFA
to the Governor of any amount necessary to restore a capital reserve fund to the above-described requirement, the
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Legislature may, but.is not legally. bound to, make an appropriation in such amount No such approprlatlon has
been necessary to date. S R . L

As of Januvary 1, 1993 multi-family obligations of the MHFA totaled $2.382 billion (secured by capital
reserve funds of $132.8 million) and single-family obligations of the MHFA fotaled- $1.258 billion: (secured by
capital reserve funds of $13.5 million). As of such date the capital reserve funds were maintained at the required
levels without Commonwealth appropriations and no payments from such funds have been necessary,” Authorized
but unissued-amounts as of-such date were $318 million for MHFA multt-famlly bonds- and - $442- nulhon for,
collectwely, MHFA and MHMFA smgle-fanuly bonds B B Lo etr BTN :

. HEFA Commumty CoIIeges Pragram Bonds The Massachusetts Health and Educatlonal Faclhtles Authonty
("HEFA") issued,in Japuary 1992, $17,390,000 of its Revenue Bonds, Commiunity Colleges Program Issue; Series
A (the "Community. Colleges Bonds") in order- to fund: loans to two of the. Commonwealth’s comimunity colleges.
The primary, security for. the Community Colleges Bonds are. fees, rents, rates and other. chargesito students and
other users .of the projects. financed. As additional security-for:the: Community Colleges Bonds, the-Commonwealth,
acting through the: Higher . Education- Coordmatmg Counci] ("HECC"), entered: into: a-Contract for Financial
Assistance, Maintenance. and- Services with HEFA. Pursuant, to this contract, HECC agrees to .provide financial
asmstanceb from moneys legally avallable to it, lf the revenues ¢ollected.on behalf of HEFA are insufficient to pay
debt service on the Community. Colleges Bonds. - Pursuant to, the-contract, the finaricial assistance will be provided
solely from funds otherwise appropriated to HECC in the Commonwealth’s operating budget. - The financial
assistance does not constitute either a general obligation, or a so-called "moral obligation”, of the Commonwealth,
as .the Commonwealth is not pbligated to continueto :appropriate- moneys to . HECC, and the. crédit of the
CommonWealth is not pledged to the, Commumty Colleges Bonds., . ¢ Lol le T S e Lo

o SROTE NS TN o S U TR P LI S T I TL SN
. Plynwuth County, Cemﬁcates of Parttc;patwn In May 1992 thef County of Plymouth, Massachusetts
("Plymouth County") caused to be issued $110,535,000 of certificates of participation (the. "Plymouth, COPs")..to
finance the construction of the new: 1,140 bed Plymouth, County,Correctlonal Facility. The Commonwealth, acting
through the Executive Office of Pubhc Safety and:the Department of Correction, entered into a. Meémorandum of
Agreement ("MOA") with Plymouth County, under.which the Commonwealth.is obtigated to pay. for the availability
of 380 beds of the facility, regardless of. whether:380 slale prisoners are housed therein... The amounts payable. by
the Commonwealth under the MOA will at least equal the debt service on the Plymouth COPs, but are subject to
appropriation of said amounts by the Legislature to the Executive Office of Public Safety. The obligation.of the
Commonwealth under the MOA does not constitute a general obllgatlon or a pledge of the credlt of the

Commonwealth, . . - ... e e e - o e. RTINS
T T A A B L TP ISR ' G D e Eagn
LA OTHER COMMONWEALTH LIAB]LITIES T P
; : o PR PRtk e B T SRS 1 L
Retlrement Systems and Pens:on Beneﬁts T R AR S T D

. Commonwealth Responsibility for Pension Costs. The Commonwealth is responsible for thié payment of
pension beneﬁts for Commonwealth employees: (members.of the state employees’ retirement system):-and for
teachers of the cities, towns-and regional school districts;throughout the state (merabers of the:teachers retirement
system, except for teachers in the Boston, public schools who are members. of the State-Boston _retireinent system
but whose pensions are also the respons1b1llty of the Commonwealth) Employees of certain independent authorities
and agencies, such as,the MWRA, and- of counties, .cities and towns (other than teachers) are coveréd by 104
separate retirerment systems However the Commonwealth assumec[ responsnblllty, beginning-in fiscal 1982, for
payment of cost—of rliving adjustments | for the 104 local refirement systems,-in accordance with the provisions of
Proposition 2 1/2. The members of these State and local retirement, systems do not partnc:pate in the’ federal Social
Security System. B S Y £ SU LA PR S P wmwio b L

_ Pensmn Reserves and Employee Contrtbuuons ’I'he state employees and teaehers retl rement systems are
parually funded by employee contributions of regular compensation -- 5% for thosé hired before January 1; 1975;
7% for those hired from January 1, 1975, through December 31,:1983 and 8% for those hired on or after January
1, 1984, plus,an additional 2% of compensation above $30,000 per year for those hired on or after January 1, 1979,
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The systems were originally’ established as® "pay-as-you-go" systems, ineaning that amounts were
appropriated each year to pay current benefits, and no provision was made to fund currently the future liabilities
already incurred. In fiscal 1978 the Commonwealth began to address the unfunded liabilities of ithe two state
systems by making appropriations to pension reserves. Prior to the establishment of the pension funding program
described below, the Commonwealth appropriated approximately $680 million to the pension reserves during the
mid-1980’s, in addition to the pay-as-you-go pension costs during those years. As of June 30, 1992 the siate’s
pension reserves, now administered by the Pension Reserves Investment Management Board, had grown to
approxnmately $3.358 billion. Under current law the pension reserves receive monies from excess earnings (i.e.,
earnings above the level credited to member accounts) in the retirement systems, withdrawal penalties on members
leaving government ‘employment with less than ten years of service and any amounts from the fundmg schedule
described below in excess of pension payments :

Pension Fundmg Plan. Comprehensnve pension funding legislation approved in January 1988 requ1res the
Commonwealth to fund future pension liabilities currently and to amortize the Commonwealth’s accumulated
unfunded liabilities over 40 years. The legislation requires the Secretary for Administration and Finance to prepare
a funding schedule which will provnde for the normal cost of Commonwealth benefits (normal cost being that portion
of the actuarial present value of pension benefits which is allocated to a valuation year by an actuarial cost method)
and to amortize over 40 years, beginning July 1, 1988, the unfunded actuarial liability of the Commonwealth for
its pension obligations. The schedule must include the Commonwealth’s liability for future payments of cost of
living adjustments to local systems. The funding schedule is to be updated every three years on the basis of new
actuarial valuation reports prepared under the direction of the Secretary for Administration and Finance. The
Secretary is also required to conduct experience investigations every six years.

Punding schedules are required to be filed with the I..egislature triennially on March 1 and are subject to
legislative disapproval. The current funding schedule, which has been approved by the Legislature, was filed on
March 1, 1991, Ifa schedule is not approved by the Legislature, payments are to be made in accordance with the
most_ recent approved schedule;- such payments must, however, at least equal the prior year’s payments, . The
Commonwealth is contractually obligated to the members of the affected retlrement systems to make approprlatlons
in accordance wnth the fundmg schedule T S S T S oo

, ,The ﬁmdmg schedule must prov;de for annual payments in each of the ten years endmg ﬁscal 1998 whlch
are at least equal to the total estimated pay-as-you-go pension costs in each such year.  The schedule . must not
prov1de for any reductions i in the pension reserves (as of January 1, 1988 plus growth at the actuarially. assumed
mvestment rate) in the ﬁrst ten years of the schedule, . The amortization component in the fundmg schedule is to

grow from year to year by no more than 1.5%. R R T Coe e

Lo,

o Currem Fundmg Schedule and Acruanal Valuatmns 'The fund mg schedu]e currently in effect reqmres total
payments by the Commonwealth over 36 years as shown in the following table, . - - _ SN

[
v
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Funding Schedu]e,.fop.‘[_lt_l_l:und‘gd Pension Obligations - .-
" .., (in thousands) - -

) : Fioe

* " Fiscal Year B Payments e i ! Fiscal Year . Payments L
AR T - 1 Ol SO I F A e
1993 o o $ 763,749 e ‘, . g 201-1 ".“.‘:.f o sz.‘l"la,']'z‘] . _: ,.-‘-.-__:"';.,
oo 1994 . o -/ 806,584 e 2012 ¢ S v 2,308379 T o
... 1995 S 882021 §1oa2013 0 L e L 2,452220 %5 . o
1996 B . 900,546 cL 2004 260591000 L, -
1997 0 T T 9sg 050 L2005 T s T
CTEA998 - e s 1,006,873 0 T RS 12016 ST Taesarr TR
L1999 - P 1,065,218 0 A 1] & A I £ T I L
2000 1,127,339 _ 2018075 . e o ut3azgqet.t - n
2001 1,193,502 . 2019 3,548,755
2002 . : 1,263,987 cioboeton oo 2020, e, ERSTIE 1;,3':,7-.78@‘59'
2008° T asgn0p F 7 e ER gt ., 424002
2004 ¢ L T 419,166 T T Y 986,850 .
S2005 T 504,833 vl u] R I T T R
2006 e : L,595,576,5..... o s el a0 a0 12024 S LN T 48600251 - v LT
o 20T LTISBE e o A @02 e s e SIOLSET. e
I BRESTO e ayee LSSm0
2000 1,929,575 v TRV TRagg v o ’ - 5906280,
o, ,20|0 .o Lot '2,047,650 S HAOTHEE D) 31‘“ ‘:‘fo'zﬁu}': s oA ‘6‘.302,08{_\" - " 1
AP N W ©oeowinines e ol et slubsios pgliud o CORTESERL T T
T P S svpenaed o T goitosribh s sl s T AR g
I L La Lt e A NN L

SOURCE: Division of Public Employee Retirement Administration: e W
Sl e e AR AT I ‘.-"v?rzi‘;'lfg&_l SRV ANV Gzl o B (R R B T B

(e The funding’scliedule is based. on actuavial ‘Vélliation8"6f the slate employees® and’ téackiers’ retirément

systems and the State-Boston retirement systém as 6f Janary<13 1990 and on a cost of ’li_"\Fing"hll!owéHéé valuation

as of July-t, 1987, Thevaluation results‘"wér&brﬁujghtifér\\??i’rd? to" Janbary 1, 1990_f3'r"co§t of living adjustment
benefits. The unfunded-actuarial accriied liability s as'ofeJaitary 15°1990; relative to the two state: systéms; to’

Boston teachers and to cost-of-living allowances for local systems is reported in the schediile to be $8.438 billion,
$427 million and $2.004 billion, respectively, for a total unfunded 1actqarial- liability of $10.869 billion. Such
valuations are based on actuarial assumptions deséribed: i the Mafehi ‘T, 1991 schédule, including future investment

earnings at the tate of 8% per year, an annual iﬁﬂhtiﬁffrﬁql’é' of 45 %P annual salary increases af'the rate of 6% and'
annual cost-of-living indreases for. pensioners at the' i-'zité‘ﬁf*ﬂ’%).‘-'Z-Aiitii'ail'?b\stiof-living adjustmignts for fiscal 1989,
1990 and 1991 were, respéctively 4% ; zero and z676: “The Eéﬁlélﬁfﬁréﬁlithoriléd 5% cost of living adjustments;’

effective January 1, 1992, for the remainder of fiscal 1992 and fiscal 1993 On September 16;°1992 the Legislatiire:
overrode the Governor’s veto of appropriations funding these adjustments for fiscal 1993. Fiscal 1993 spending
authority: was increased by $60 million as- a' restlt"of (868" adJistriishts.* O November 17,1992, ‘the Tegislature
overrode the Governor’s veto of approximately $12.9 hilligi 6 spéndiiig authority passed by the Legislature fo fund
5% cost of living adjustments for certain Commonwealth, county and municipal retirees for the period January 1,
1992 through June 30, 1992. This spending authority is included within fiscal: 1992 pension expenditures.
"Actuarial accrued liability," as used above, is the estimated present value of all benefits to be paid to existing
pensioners and current employees less the present value of the future normal costs associated with such employees.
The "unfunded” liability is the amount by which the actuarial accrued liability exceeded accumulated assets set aside
therefor and represents the present value of the amount that would have to be contributed in the future in addition

to normal costs in order for the liability to be fully funded. .

As stated above, annual payments under the funding schedule through fiscal 1998 must be at least equal
to the total estimated pay-as-you-go benefit cost in such year. As a result of this requirement, the funding
requirement will be increased for fiscal 1993 and 1994 to an estimated $778 million and $844 million, respectively.
Estimates for succeeding years are not available. :

Although the total unfunded actuarial liability of $10.869 billion as of January 1, 1990 had increased by

approximately $424 million from that reported in the first valluat:lon filed March 1, 1988, the increase is $1.471
billion less than the first valuation had predicted, This reduction is attributable chiefly to significant improvement
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in the quality of the member data over that available for the 1988 valuation. Better-than-expected. investment
performance and the absence of cost-of-living adjustments‘in fiscal 1990.and 1991 also contributed to the reduction.’
Moreover, as contemplated by the statute, the filing of the 1991 study lagged the valuation date of Jariuary 1, 1990
by 14 months and therefore did not reflect the substantial reduction in the number of state employees which oceurred -

during that period. For this reason the current unfunded actuarial liability might bé less than that stated in the 1991
study, although the difference, if any, cannot be quantified at this time. e

el I

LOllg}TErﬂ:l RentalLe"ases L ST Do Lot LA T ,1.-, ’ V: Cahe 0 ”u '.’-‘5 HERAN
R o A T _ SIPRI Loy s AR i s
. In additioii'to Cominonwealth owhed biildirigs and ficilities, the. Cottimohvealth lsases additional space’
from privaté parties. “In‘fiscdl 1992, rental expenditures under these operéiing Ieases tolalled approximately $90.3
million. Minimum future rental expenditure commitments of the Commonivealth inder operating leases in effect
at June 30, 1992 are set forth below. These amounts represent expenditure commitments of both budgeted and

i

. g . i . . [T T
non-buidgeted funds. - ! : _ _ e . , S
i e O L A S I O S R AN S NS R SRR
U o B T T T IR CRT I I -5 T
N Rental Expénditiire' Commitmerits =~ ° 7 770 e '
EERE T June 30,"1992(1) S A
) el : R P SN TV TP B ST
"t : {in thousands) oo ) .
SR o ST R AT A T R L ST v ThE s
e Fiscal Year Lo s e o el 2 pahtal Expenditure Commitments -~ =37 1#5
L ' . Coan Ce S o e sbntarnzs 6l 0 cenand 0 Sy

1993 e o o$EROOL i
1994 ’ 34,913 '
, 1995 ' . e 42,239
. el 1096 . . A _‘.--_’JI.' .{:A ' LA V:ju‘;zsdﬂd.‘n\--',‘\r'm i ‘
L : 1997 AT . ' et ::f LA TEL NS -,J~'1!5643'-|" .
-, 1998 and thereafter T EER RIS R O E RV RN VLN L D e

$213,151

R T e - TR o AL Y- IR 1 ER T
. L. W~ ; n : DY T R L
SOURCE: " Office of the Comptroller. T S TETER R r., T

(1) . The most recently available information. | ) Pyl e e T

Lo e Copil Leass ™

- T . . L. v ' N
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In certain circumstances, the Commonwealth has acquired scertain types of capital assets under long term

lease/purchase agreements. Typically, these lease/purchase agreements relate to computer and telecommunications

equipment, and to motor vehicles. o [ Y M SR

* Long term tolal principal and interest obligations at J une 30, 1992 related to lease/purchase agreements and

tax-exeimpt Cerlificates of Participation .‘(CQPS).:‘é_.J';é_ras"'fo.li'_ow's; S-SR G e L,
e TR A L DA ’n“ oo ST 2 -":"_::-'“. (PRERRII PP (R SR o5
« ity . Lease/Purchase and COP Obligations . . ... R LT
ST T e 30, 992y, T y
B . inthousands) - . 0L
';'Fiscal Year EEE "'I;.'easeli’urchasé ST e “ Cops e .': Toul‘ 5 l_
L NV Dot e e s et DT D s et T e e 2
o993 Y. . $21,65F - C 2,669 T LTI LT cvgpggag T
1994 . . cooend2I6 s T 2,670 vt e i (20,906 . 0 A
N 1995 L9651 in . 2,668 Y o 12,325

S 1996% : 60030 T T T T aenn o BT
1997 1,502 - 2,67 3T
1998 and thereafter 4,700 8,013 12,713
$61,.840 () 1,361 (2) o $83.210

SOURCE: Office of the Comptroller.
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(1)~ Thé most rézently availebls information . 7 5724 Hanliz Ll T
. @ .+ As of June 30; 1992, lhe pnnclpnl amburits of theia obhgltiohﬁ were $52 364,000 and $15,845,000 for leaselpurchase and COPs,

" respeively. L, T o *“:.-.-EI chig [ERL anl) io
Water Pollutlon Abatement Trust © 7o i ofiouber (ai
itidail- Isnsmg.s gyﬁq

- The Commonwealth organized the Mgs'sﬂagﬁ 18 bartitusuy o

1989 to issue debt obligations for purposes of fundin
abatement projects in conjunction with state revolvmg 1
Clean Water Act. Debt service Ppayments on loans ma

by’ funds avmlable to the Trust to result m each fol;m"b
least 25% of thc ellglble costs of the pro_|ect

Ans o;local governmental units to finance water pollution
'E"fUnd programs established under Title VI of the Federal
ET“SJ for eligible costs of the projects are subsidized

?’g tgil %nanclal equwalent of a grant to the borrower of at

|- K SNES
“On October 8, 1992, the Governo} apﬁrf:%”?’

-amended the legislation that established the Trust, C
Commonwealth’s authorization to issue its general‘ oi)h% nu}%ids of,notes to capltallze the state revolvmg fund
pay administrative expenses associated with the Trust‘ [0 &ms d subsidize and secure local governmental units’
obligations to the Trust. Chapter 203 directs the ‘Sate: ures fo enter into contract assistance agreements with
the Trust to provide payments from the Commonv}g th (o the T}rust of up to $20 million per fiscal year through
fiscal year 2025 in order to provide moneys to the T :

In Novembeg—l_992, the Trust executed loan__a I
to the City aggregating approximately $165 million. .
four fiscal yea'rs with. the ﬁrst installment of ap'proxi

The Trust intends to issue approximately $1_5 C
million of loans made to the MWRA in December 199
of approximately $75 million. The Trust has also approve
authorities in the Commonwealth for over $100 million:
expects to issue in fiscal year 1994, Under Chapter 20
and other subsidies sufficient to result in the loans be
between 25% and 90% of the ehglble costs of the projéc
through contract assmtance payments from the CommanWea'i

" Fri, 7L RN . P
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1nanclarllgs?1rstance in excess of 25% w111 be provlded
EETr
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School Bmldmg Assnst_ance

“ The school building assistance’ program was éstabhs 48 to promote the planmng ‘and constructlon
of school buildings and the establishment of consolidated’ andpfeaor{al scli’ools il the Commonwealth. “Under this
program, cities, towns, regional school districts and the three'countles hat maintain agricultural schools can obtain
reimbursements from the Commonwealth foi'a le‘llOﬂ of tﬁe oHatRiion’ Yooty (including any interest expense from
indebtedness incurred) of approved school projects,* WIl']] the e;(ﬁétptlon of grants to assist cities, towns and regional
school districts in the elimination of racial imbalance,” ‘the relmb rsement percentage varies by municipality and may
range from 50% to 90% of total construction costs. School pl‘OjegEglf dhe € purpose of ellnunatmg racial imbalance
are eligible for 90% reimbursement. Grants are usually payablé over a perlod of up to 20 years to defray a portion
of the debt service on city, town, district or county bonds issued o pay? construction costs. Payment is made to
cities, towns, regional school districts and counties from amDUntsaa?ﬁilally appropnated for the”school building
assistance program. The following table shows the amount of the Qm m 0nwealth's abligation to pay such grants
as of June 30, 1992. = AT
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uselts: Water Pollntlon Abatement Trust (the "Trust") in July, '

nd ﬁnance addmonal prOJects for the MWRA with costs ‘
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CUY R THE Agsets ‘and llabllmes of the Commonwealth Unemployment Compensatlonf rust ],?und are not. hssets
hnd ligbilities of the’ CommonWealth 'See " Exhibit A Eeonomje Informatlon" unde _the headmg '

Sy

"Unemp]oyment Compensatlon Trust Fund"’ St ) e IR L
ERET S SR [ . R LS N A | \c.."-i-.';-‘ ST N M |
R W TR TR N e by
o o o ' ' LITIGATION A AR _ g
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There fire pendmg ln state dnd feddral’ courts wnthm the Conlmonwealth e.nd m the'Suprdméth__pp-‘rt of the
Umted Stafes various sits in’ “which ‘the CommonWealth 1s a party “In the ¢ opmlon of the Attomey Generaﬁ no
litigdtion is fietiding or; 6 his knowledge. threatensd which i hkely fo result elther mdmdually or ln the a ggregate,

in final Judgments against the Commonwealth that would affect ‘materially its ﬁnanclal ‘condition.

Comnwnwealth Programs and Servtces From fime’ to time actlons are brought agnmst the Commonwealth
by the recipients of goverrimerital services;’ partn‘:ularly reeiprents of human serv1ces beneﬁts, seekmg exp' ]
levels'of services and behefits and by the prov1ders of such servies ehallenglng the Commonwealth's Teimbursement
rateés ard' methodolog:es *To the: extent that such‘actl ofis'result in Judgments requnrm g the Commonwealth to prowde ,
expanded services or bénefits or ‘pay inciédsed rates éddltlonal operatmg and capltal expendltures mlght he needed
{6 1mplement such judgmerts. Cu:‘rently pendmg is P dhtlon challengmg (i) the Cotirnonw wealth’s fundmg of pubhe
primary-and: secondary educatioi’ systems on both” federal ‘ahd’ “state ' constltutlonal""gl"r)unds and (u) the
Comifioniwealth's specnal “édudation laws and* rélatéd munjclpal fundm g requlrements as VIOIfIthP of ‘the’ state
constititior and Proposition 2 1/2. Levy v."Weld (Worcester Superlor Court No 89—0813) Plam’tlff‘s constltutlonal
claims are now pending before the Supreme Judicial Coutt'’ S1mjlar constitiitional claims Were raised in Webhy v,
Dukakis (Supreme Judicial Court for Suffolk County No, 78- 179) (now known as McDuﬁy v, Robertson, Supreme
Judicial Court” for ‘Suffolk County "No. 90-128) now pendmg before ‘the’ full court Mas i uset}s Haspiml
Association v. Rate Setting. Commtssmn (Suffolk Supenor Court No 89-3215) challenges 8 eleme of the edlcald
rate ‘seétting methodology for hospltals ‘If the plamtlff hospltals are successful the C mmonwealth mjght face
addltlonal hablhty of approximatély $70 to $100 million, 'I‘he partied have recently agreed to a process of settlempnt
and payment of ﬁscnl ‘1938 through 1991 clalms wtth payment to be made in ﬁscal 1993' et . -

‘In Massachusetts Hospital. Assoctanon et al. v. Deparmwm of Pubhc Welf'are etal. (Suffolk Supenor
No.90-7116B); thé Massachusetts Hospltal Assocmtmh and & group of chromc care hosp1ta]s seek an m;unetmn
to compel the Department 'of Public Welfare to pay for Med:cald patients at chromc care hospltals at rates. whjch
were set by the'Rale Setiing Cominission but disapprovéd by the Departihent of Public Welfars under its statutory
authority to veto rates, The defendants were granted summary judgment on all claims, except the hospitals’ claim
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that they paid a 2% increase in fiscal 1991 Medjcaid rates over fiscal 1990 rates for inflation in wages and labor
costs. In Jewish Memorial Hospital et alg‘?{;fibéﬁa;ﬁ%ﬁ:“‘of'Pi‘tblic Welfare et al. (Suffolk Superior Court No.
90-7114B) chronic care hospitals challenge new reé“dlﬁtibﬁﬁ'éb?’e:}ning preadmission screening for Medicaid patients.
Summary judgment has been granted for the defendants, Briefing in the Appeals Court will be completed by the
end of February, 1993. Two trade associations and three nursing homes filed suit challenging the February 1, 1991
action of the Department of Public Welfare in adjusting the management minutes ranges for case-mix categories used
in calculating rates of reimbursement for Medicaid patients. in long-term care facilities. This case is The
Massachusetts Federation of Nursing Honies, Inc.; et, al...y. Commonwealth et al. (U.S. District Court No.
21-11366-C). . The plaintiffs estimate thaf' tHe adjustment results in a monthly $4 million loss to the nursing home
industry.  The plaintiffs’ motion for a plf‘e];i:ﬂ]ipgry_é_iijjglg‘étign_ was denied and certain claims were dismissed. On
June 2, 1992, plaintiffs refiled the dismissed state law claims in Suffolk Superior Court. Massachusetts Federation
of Nursing Homes, Inc. et al. v. Commonwealth et al. (Suffolk Superior Court No. 92-3370),

: : VR evead Chagtes 0 .
Challenges by residents of five s't‘atéa: scllquols;fgti:;t_h gy tarded in Ricci v. Murphy (U.S. District Court C.A.
No. 72-469-T) resulted in a consent decres in: the;1970?s, which required the Commonwealth to upgrade and
rehabilitate the facilities in question and to pfrovide'_sqy -and community placements in western Massachusetts,
The Ricci court in October 1986 issued orders leading. | rmination of active judicial supervision. The order and
decress have been extended a number of times, most:recently through March 1993, although the validity of this
extension is on appeal. McNamara v. Dukakis (U. stDf's?i'iﬁ," ' '

¢t Coitt.No.90-12611-Z) is a class action by eleven
clients or patients of the Department of Mental Health gg‘g‘_th;iée.ad\}ot;z;pyig;rqups contesting reductions in the budget
of the Department of Mental Health which have led or may.lead to reductions in services to the class, This action
i9,in its initial stages. No class has been cortified. /.35 qud D\ M. by their next friends, Bailey, Flynn and Pine
Street Inn v. Dt_c[gc’:lk._i.sj,"thn.sfon__ and Tomes (Suﬁf;%]fl‘r:. %ﬁ%{;_%ggggt: Na,90-7275-F) was filed in the beginning of
December 1990 seeking preliminary and permanent ﬁj'ﬁnvé;igqé_-req'ui'ringﬁl_l_lg Commonywealth to provide shelter and
mental health services to homeless, seriously mentally.illtindiyiduals. . The plaintiffs claim that the defendants have
violated their state and federal statutory and congtj{t}l}_tib%hi{g&és. Albert Williams et al. v. Forsberg and Elias
(Suffolk Superior Court No. 91-3855-E) is a class action fi ed i early June 1991 by homeless, mentally ill patients.
They challenge the discharge policies and proceduses;of fhe; Repartment of Mental Health, and seek o require a
comprehensive system of community mental .ﬁ‘?&“hﬁi‘:’%&%ﬁ?f}{,@“"?ﬂt and D.M. and. Williams actions were

G oL it

muggliﬂétéﬂ_ and 'the_':trié_ll,] court granted in part and; denied inpart the defendants® motion for summary. judgment,

e, PR T i U = ERRSRE RV WL (1 (Yo x g Yy Ay

The matter is now before the Supreme J.‘{#ﬁ'?,‘;_ﬂ{%%;__!gg thi‘&bgﬁdﬂm"“ er

. Wy Lagritnan: . .
... In Avanzato v. Sullivan et al. (U.S,. Distrigt Court: No.. 91-30205-F) the plaintiffs contend that
Maessachusetts AFDC payment levels violate federal, law. i&}égﬂhﬁg&.&hg Legislature’s determination not to enact a
clothing allowance as part of the fiscal 1992 budget., ‘They, seek an; order enjoining the Commissioner of Public
Welfare to'pay AFDC benefits at a level equal to the, payment levels in effect under the AFDC state plan_on May
1, 1988, in addition to an order requiring the fédg;al;ggggg ant to disapprove the state Medicaid plan within 60 days
if the state _ﬁgéﬁ'ﬂot:isqu its payment level. _The class of, plaintiffs hag not been certified. On February 14, 1992
the ‘Court granted plaintiffs' motion for ‘summary jud any

gmgy&h%&;dﬂgggd that the Commonwealth was not in

 complidnce with federal Jaw. The parties stipulated that the ¢ase is moot:: On October 14, 1992, the Court vacated
its February 14,1992 decisjon, reconsidered it, and entered judement granting the defendants’ motions for summary.
Judgment Plaintiffs have moved fo amend the Judgment, sy YEBEEGE: e T R S
N T R s ik 1L L R ST RV U
.In Corrlea et al."'v. Depariment of Public Welfare: (3uffolk;Superior_Court No. 92-2468-B) welfare
applicants challerige the Department of Public Welfar¢’§_,_{i$g!g,@gt‘;,,@},igbn;o‘( the Emergency Aid to the Elderly,

Disabled and Chlldren_ public agsistarice program ("BAEDCY ﬂﬁﬂg' sgekthe reinstatement of benefits for thousands

L.

of individuals. On"Aligust 17, 1992, the Superior Court, certified the case as a class action ‘and entered 3
preliminary injunction requiriog the Department to follow gerlain: proce Jures in .making EAEDC . eligibility
determinations, On January 13, 1993, the Supreme Judicial Court affirmed the Superior Court's ruling that the
plaintiffs were entitled to an injunction but held that the injunclion, Issued by the Superior Court was overly
restrictive in that it prevented the Department from developing alternative procedures for implementing the EAEDC
program in an acceptable manner. Accordingly, the, Supreme, g&‘!}?iﬂr}g?‘.‘!‘tr,r,mqanded the case to the Superior
Court for a modification of the injunction allowing the Déparil}@ggli!;&l}ﬁ PPPOftunity lo develop alternative procedures
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for implementing the EAEDC program, The Superior Court presently is considering what additional orders, if any,

\ to make in light of the Supreme Judicial Court’s opinion. - R R
-+ In Massachuseits Hospital Association et al. v. Department of Public Welfare et al. (Suffolk Siiperior Court

- No. 92-4656C) the hospital association and certain chronic care hospitals challenged the adequacy of ratés for fiscal
year 1992 on the theory that the Rate Setting Commission made inadequate provision for labor cost inflation. The
Superior Court heard arguments on plaintiffs’ motion for a préliminary injunction on August 5, 1992 and has the
motion under advisement. .- RN RN . S O T S g g

CERE PRt S PR . - - “tee Sl

Environmental Matters. ./The.Commonwealth is engaged in various lawsuits involving snvironmentdl and
related laws, including an action brought on behalf of the U.S. Environmental Protection Agency alleging violations
of the Clean Water ‘Act and seeking to enforce the clean-up of Boston Harbor. - United States v: 'Metropolitqn
District Commission (U.S. District Court C:A. No. 85-0489-MA). Sec also Corservation -Laiv Foundation .
Metropolitan District Commission (U.S. District Court .C:A.- No. 83-1614-MA). The Massachiusetts’ Water
Resources Authority (the "MWRA"), successor in liability to the Metropolitan District Commission, has assumied
primary. responsibility for developing and implementing a court approved plan and timetable for thé éonstruction
of the treatment facilities necessary to achieve compliance with the federal requirements. The' MWRA ‘currently
is in material compliance with the Court’s scheduling orders, although the MWRA expects to miss a deadline for
construciion of a landfill. - The MWRA currently projects that the total cost of construction ‘of the wastewater
facilities required under the Court’s order is approximately-$3.5 billion in current dollars. ‘Under the’ Clean Water
Act, the. Commonwealth may be liable for any costs 6f complying with any judgment in-thesé or any ‘ofher Clean
Water Act cases to the extent the MWRA or a municipality is prevented by state law' from raising revenues
necessary to comply with such a judgment. The Commonwealth also has been sued on federal and state
constitutional and common law grounds by .nine municipalities of the Comionwaalth which seek damages for the
Commonwealth’s opposition to the licensing of a nuclear.power plant i Seabrook, New Hampshire! Ashbiirnharh
v.. Commonwealth (Suffolk Superior-Court No: 88-6917B). The municipalities allege damages in’ excess of§1
billion. The Commonwealth’s motion to dismiss was allowed. Plaintiffs appealed, and the case is undef #dvisement
argument in the Appeals Court (No. 91-P-910).
The Commonwealth and the United States both have sued for their past and future costs in remedying the

. contamination caused by hazardous waste ‘at the Charles' Georgé tandfill in Tyngsborough, which was closed in
1983, United States of America v.-Charles George Truckirig Company, Inc. et al. (U.S. District Couirt C.A. No:
85-2463-WD) and Commonwealth v. Charles George Trucking Company, Inc. et al. (U:S. District Court’C. A No!
85-2714-WD). Defendants counterclaimed against the Commonwealth, alleging negligent regulation and generation
of hazardous materials by the University of Massachuselts - Lowell. Recently, most of the parties settled with the
United States and the Commonwealth, and the settlement resolved ali counterclaims by the settling defendants. The
tonsent decree will have to undergo a public comment period and an approval process in the coirt, Although the
United States Environmental Protection Agency’s. latest total cost figure is about $70 million, the likelihodd of the
Commonwealth being held liable for even a small share-of that amount on the basis of the remiaining’¢ounteielaims
is small, : S Ft o

- i+ Taxes.and Other Revenues.- The Commonwealth defends actions challenging the .éstabl'fshmé‘n:t of fees,
taxes and other revenue-raising measures. One pending case challenges the constitutionality of amehdments 16 the ‘
“bottle law" which provide that unclaimed bottle deposits (estimated at $22 million or more annually) Sschéat to the
Commonwealth, Massachusetts Wholesalers of Malt Beverages v. Comionwedlth (Suffolk Superior' Court No!
90-1523). 'The Superior Court issued a decision on cross-motions for ‘suminary judgriient upholding the
constitutionality of the statute except for a retroactive funding provision, which the court found severable, and

, ordering the case reported to the Appeals Court. ‘Thé Supreme Judicial Court granted the plaintiff’s application for
; direct appellate review and the matter is under advisement following argument. In American Trucking Assns. et
, al. v. Nessen ét al. (Suffolk Superior Court No. 91-7048) plaintiffs challenge two fees imposed on trucks, arguing

. that they violate the Commerce Clause of the Coastitution of the United States,  Should this action be succéssful,
the Commonwealth's total liability could be in excess of $20 million. The case is to be argued in the Supréime
Judicial Court in February 1993,
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In. addition, there are several. tax:. cdsega pending -which could result in significant. refunds: if. taxpayers
prevail. It is the policy of the Altorney. General;ands the Commlssmner of Revenue’ to: defend : such- actions
vigorously on behalf of the Commonwealth; and’ the, descnpttons that follow are not intended to imply that the
Commissioner has conceded any liabiljty, whatsoe\'erttrSueh matters include a case involving whether capital gains
taxation on a stock sale may be avoided by asslgnmgghestock to.Delaware corporations on the day before the sale.
A deelslon in favor of the taxpayer was 1ssued,bydthe;Appellate :Tax Board on August 31,:1990.. The: Appeals Court
reversed that-decision on December- 18, 1992,]&;An1appheatxon for. further appellate review.was granted- by the
Supreme Judicial Court on February 9, 1993, t"rApproxlmately $45 million in taxes and:interest are:at- issue.
Approximately $150 million in taxes and interest in.the aggregate are at issue in three other cases pendmg before
the Appellate Tax Board or on appeal to.the Appea]"=Courtr ‘or.the: Suprenie Judicial Court. ~ L

N G ST ok 1"‘_ :Ltgvi\rha\( aﬂ‘ﬂqu?Igd‘_}', I R i i '
) Other Ftscal Matters +In County: thBarnstaﬁleket} alaci Canunanwealth (Suffolk Supenor Court
No 90 7439B) twelve Massachusetts colintiey’, séekBréimbursement” from the Commonwealth- for the' costs of

courthouse maintenance on the theory that thesstategsﬁreqlilred. topay them the amount of money: necessary ‘to
maintain their courthouses at the "constitutional: mjmmumarfbr the-adequate provision of justice.:" The Supreme
Judicial Court denied a request for an: injunction. tolpay, 16 _s_hms spught and has referréd the matter to lhe Superior
Court for fact finding, The partles are workmg;tdyiard‘g,_stipulatlon of: facts I R TR TS

In Tawn of Boume e al ¥, Tke Govema:tet.‘gga (P f?ymouth Superlor Court No 92 1092A), the toWns of
Bourne Russell, Wareham and Yarmouth seek: toicompel; the payment: of-state funds to finance, under- the “Hayes
Aet" Chapter 275 of the, Acts of 1989, the; towus{IWateriEollutmn :Abatement Pro_|ect A motion to dlsmrss has
been filed by the Commonwealth No hearmg datexhasiyeb l;eenl set. ¥ ’—‘f ) S RS R TINE JEL SRV PR AL

RIS R s Ginlf : ’ : e
- In Haywoad v, Nauanal .’nfonnatmn Systemn qﬁv,(NorfolkSupenor Court No 92 236 1), a lottery player
seeks. recovery. of a $9 million jackpot allegedly; wrongmllytdemedr him by the State Lottery Commission. - The
player seeks to, have that amount trebled under thg Co : of f

initial StﬁgPS B e L (L "‘151'1 b&. ¢

M[SCDLLANEOUS :
o ' et .t.nqun‘ thegbmirsa Sy T s e e
. Any proyrsmns of the constitutlon of thergomom\’ealtli; of -all general a.nd speclal laWS and of other
documents set forth or referred toin this Informatmn&Statem“éntrere Bnlysummarized,-and“such summaries do not
purport to be complete statements of any of such prowston _inyithe aetual text of such prowsmns ean be rehed
upon for. completeness and-accuracy. . i - i -mmme’.)ﬂriﬁiatiw shomnlsy el b PIVI
Sl BRI ST SIS wrd SitipbdisensMoic v L e e s A
S All estlmates and assumptlons in thls InformattomiSl;tUements have been made on the best mformauon
avallable and are belleved to be rehable, but no repljeseﬂtﬂtlonSfWhatsoever are made that such-estimates and
assumptrons are correct. So far as any statements in’ this:In l;iﬂtton'Stalement involve any>mattérs of opinion,
whether or not expressly so stated, they are intended, merelye 5L b.a.nd not as representations of fact; The various

tables’ may not add due to roundmg of figures.

. The mformatlon estimates and assumptlons ancl 'expr_essmhs Of op'imon in this Information Statement are
'subject to change without notice.. . Neither the delivery,of.this:Information Statement nor- any: sale made! ‘pursuant
to this, Informatlon Statement shall under any circumstances creaté‘any Amplication that there hds beeh no change

in the affalrs of the CommonWealth or. itg. agencles, auﬂlOl'ltlf‘ws . Orw Pﬁllllcal subdmsmus smce the date of thrs

Informatlon Statement except as expressly stated ey po noldloab Rikunes L e L
G oo T, 1 sviigRuitel £ Sol Agss. L e
CONT]NUING DISCLOSUREELL PRI b e Do oy

L B P R T Mah 1 1 Pl T O S o :

' The Department of the State Audttor audlts all agencies. depattments and authontles of the Commonwea]th

at least every two years. Copies of audit reports may | be obtained fromithe State: Audntor, State House Roomi 229,
Boston Massachusetts 02133. L earig NI < u’“&iluw KA AU BV
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The Commonwealth prepares its Comprehensive Annual Financjal Report ("CAFR") with respect to each
fiscal year ending June 30, which become available in January of the following fiscal year. Copies of the CAFR
and other financial reports of the Comptroller referenced in this document may be obtained by requesting the same

in writing from the Office of the Conilptroller. The Commonwealth of Massachuselts, One Ashburton Place, Room
909, Boston, Massachusetis 02108. :

AVYAILABILITY OF OTHER FINANCIAL INFORMATION

Questions regarding this Information Statement or requests for additional information concerning the
Commonwealth should be directed to Kenneth Olshansky, Director of Debt Management, Office of the State
Treasurer and Receiver-General, One Ashburton Place, 12th Floor, Boston, Massachusetts 02108, telephone (617)
367-3900, or C. Christopher Alberti, Director of Debt Finance of the Executive Office for Administration and
Finance, State House, Room 373, Boston, Massachusetts 02133, telephone (617) 727-2040. Questions regarding
legal matters relating to this Information Statement should be directed to Walter J. St. Onge, II, Esq., Palmer &
Dodge, One Beacon Street, Boston, Massachusetts 02108, telephone (617) 573-0100,

THE COMMONWEALTH OF MASSACHUSETTS

By_/s/ _Joseph D. Malone
Joseph D. Malone
Treasurer and Receiver-General

By Js/ _Peter Nessen
Peter Nessen 7
Secretary for Administration and Finance

February 26, 1993
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" "ThisVsection provides certain “information” concerniig the "économic and financial condition of the
Commoniwealth. - The demographic iniformation did - statistical data, which have’ besn obtained from the sources
indicated, do’not necessatily’ presént all factors which may have a béaring on-the Commonwealth’s fiséal and
economic affairs. . _ A L

<" VAl inforniation is Presented on a'caleridariyear:basis inless otherwise indicaléd:;' Seurces'of iriformation
are indicated in the'téxt or immediately followin'g thé chiris and tables. “Alticugh the Commbhwealth considers the
sources to be reliabléf the Comiicnwealth has made ho independent vérification of the information préesented herein
and"-does not*warrant its acéuracy.’ Certdifi informiation’ contdined in this' Exhibit has' beén'compiled -with thie
assistaiice “ofrithe “Massachusetts Idstitite foi” Sodial 4nd’ Béonomic Reséhféh"("mSER");"’at the -University of

i
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Population, Massachuselts experienced a modest increase in population between 1980 and 1990, The 1990
U.S. ceisi3 Cout'is'6,016,425 or':9%thore than tlié 5,737,093 countéd in 1980, “In €oilifast, the total United
Stites populafisii increased by approximately 9.8% over the saime period: - Accordiiig fo'the 1990 U. S censuis, the
City of Boston experienced a small population increase of 2.0%: from' 562,994 i1 1980, fo-574;283 in'1990. The
Boston-Washington corridor, which includes the states of Massachusetts, Rhode Island, Connecticut, New York,
Neéw Jersoy, aild Pennsylvania, is homs to sixty-’ﬂl\liéif-béoplq, ‘onie-gliarter df"lli‘éf"eﬂ'tif'e“U'.S.'p:c:)piilatiOn.
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o Infréstiucture: Maissachusetts' possesSes aivéxiensive tidnspoitalion systeinatid felated facilitics: The ity
of Bostoit is the'frédnsporiation dnd cominerdial céhter foi New: Bnglarid dind i¥'the'Site of both &' full-facility sedport

and'a 'major' intefndtional airport. “Bostor's Logan Irtérnational Aicport-isd nijot contributor to the econoriy ‘of
the greater Boston area, Massachusetts and the New England region. Based upon’ its' voluié of air passéngeis
served, Logan Airport ranks first in New England, ninth in the United States, and fourteenth in the world, according
to the Massacliiisétts Port Authority (“Masspoit") 1991 Annual Report;' In 1990, Logan Airport sérved nearly 23
wmillion drriving iid departing passengers, ‘more than®doubls the nuinber served i 1975, For the samé period,
Logan"Airpottitadked ‘elevénthi nationally and twenty-fourthitin the World in'fotal dir caigo volume, handling 310
thousand metric tons of cargo and mail. Massachusetts has several deep-water ‘Sedports, ~ In' 1990, ‘the Port of
Boston handled almost 22 million tons of cargo, valued at more than $8 billion, '
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" The state'is also' well sétved by the federl interstate highway system, iitluding interstate routes 84, 90,

91;'93,'05; 295 and 495. ‘Rail-and trucking ‘systems provide diréet Gverlind shipping throughout the United Stites
and Canada, 4 VR L B PPN S LN PO
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- wsHuman Resonpees. -Skilled human capital s the foundatioi bf Méssachusetts> edonoiic Strenigth, providing
thie basis for 4 techiiologically dynamic and iridustridlly diverse regional ecoiiomy “The conceritiation of techiical,
engineering, managerial, scientific and other professional skills within the Massachusetts work force is, in part; due
to the 120 private and public colleges and universities located throughout the state. The largest and best known of
these institutions include Amherst College, Boston College, Boston University, Clark University, Harvard
University, The College of the Holy Cross, the Massachusetts Institute of Technology, Mount Holyoke College,
Northeastern University, Smith College, Tufts University, the University of Massachusetts, Wellesley College, and
Williams College.

: Economic Base. Massachusetts has a diversified economic base which includes traditional manufacturing,
high technology and service industries. A substantial portion of products produced by these and other sectors are
exporfed. Like most other industrial states, Massachusetts has seen a shift in employment from labor-intensive
manufacturing industries (i.e., textiles, apparel, shoes, paper products, etc.) to technology and service-based
industries like computers, biomedical technology, consulting, health care and business services.
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- Today Massachusetts is a leader in research and development of biotechnology, biomedical technology,
software, robotics, and other high technology products, A large proportion of Massachusetts’ total work force is
employed in high technology-related jobs. . Nine of the 15 Massachuseits companies listed in the 1992 Fortune 500
are cngaged in the production of computer equipment, electronic components or instruments. Nonmanufacturing
high technology jobs have maintained their share of total employment in the_state. . The concentration of
world-renowned research jnstitutions, growing blotechnology companies and computer a.nd electronics companies,
as well a large number of smaller firms, has helped make; Massachusetts a pational center for brotechnology and
high technology indusiries. o -

Massachusetts is also home to many of the nation’s most well-known hospitals and medical mstrtutlons,
including Massachusetts General, Children’s, . and, Brigham and. Women'’s hospitals and- the Lahey Clinic. - The
Massachusetts medical establishment is recognized mternatronally as a center for health services, medical teaching
and research, attracting patients and health professionals from all over the world. The hospitals and other health
care institutions provide a, valuable link to the biomedical and. biotechnical research and- -development activities
conducted by approximately 140 blotechnology companies located in Massachusetts. Non-hospital employment in
medically related research and development continues to accelerate.

RIS
Population Characteristics
; s ko o ’ '

. Massachusetts isa densely populated urban state with a populatlon densrty of 769 persons per square mile,
as compared to 70.1 for the United States, accordmg tothe, 1990 ceusus Among the 50. states, only Rhode Island
and New Jersey have a greater populatlon density. ~ 7 9y congni, e T

Thigakd Toasta ol e

The Clty of Boston, the largest crty 1n NewLEnglanqt has a populatlon of 574 283 accordmg to the 1990
U.S8. Census. The Boston anary Metropolitan Statistical Area, with a 1990 population of 2,870,669, contains
close to one-half of Massachusetts’ population. The other, Massachusetts cities with population in excess of 100,000
mclude Worcester (169,759), situated approximately, 40 mrles , est of Boston, Springfield (156,983), located in the
Connectlcut River Valley in western Massachusetts .aand Lowell (103,439), located approxlmately 30 miles northwest
‘of Boston along the Merrimack River. .. wn bl wal! o ::v:' B

. sl felt el al dinin boelgal ) s :

Worcester is  the second largest crty m New England, :Its, ser\uce, trade, and manufacturmg mdustnes
combme for more than 70% of Worcester's total employment; .As a major. medical and edugational: center; 'the
Worcester area is home to 18 patlent care facllltles, mcludmg the. Umyersrty of Massachusetts Medical School and
twelve colleges and universities, S ez rd shoandonsact o e R EREVERN PR
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Springfield, the third Iargest crty in the Commonwealth enjoys a drverse bod_v of corporate employers the

largest of which are the Bay State Medical Center,. (Massachusetts’ second largest ~medical facility), the

Massachusetts Mutual ere Insurance Company, the Milton Bradley. Company, and Smith and Wesson, In addltron,
Springfield is home to four independent colleges. e

... 'Thefollowing table compares the population growth rates of Massachusetts with those of the United States,
the New England States, and the Eleven Large States (the latter t\yo groupmgs are deﬁned in footnotes one and two
thereof), = . fee s o cooen Varedaston
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-. Population -'1970-1992 *
(in thousands)

. United States . * .. - Massachusetts - - New Enptand States {I) - Eleven Large States (2)
Mid-Year  Total % Change Total - % Change Total - % Change Tolal % Change
1970 - 203,799 vt e 5,104 5 - - . 11,878 - 116,873 -
1975 - 215457 .57 - 5,762 1.0 12,176 2.5 122,399 4.7
1980 221,255 .- 55 5,743 4 .= 12,368 " 1.6 127,932 4.5
1981 v s 229,457 1.0 5,768 : 0.4 12,435 05 - 129,219 . 1.0~
1932 231,669 i 1.0 5711 0.1 + 12,468 03 130,576~ 1.1
1983 233,806 1.0 5800 - 0.5 . 12,545 0.6 131,933 . 1.0
1984 235,847 0.9 5,841 0.7 12,643 0.8 133,184 1.0
1935 237,950 0.9 5,881 0.7 12,742 0.8 134,553 N ¥ I
1986 240,162 0.9 5,903 0.4 12,835 0.7 136,056 1.1
1987 242,321 0.9 5,936 S006 0 412,953 L0 0 09 . 137,444 0 10
1988 244,534 0.9 5,981 0.8 13,086 1.0 138,823 1.0
1989 246,820 0.9 6,016 0.6 13,182 0.7 140,311 - i L v
1990 (3) 249,466 1.1 6,020 0.1 13,222 03 141,975 1.2
1991 . 252,177 LI 5996 @4 13,197 02 143368 1.0
1992 <7 255082° 0 127 tts,998 eI fgg UM "'13,200 g 14_4'1853 S 1.0

Paniin, et e T I PR T
Lo, A L T B I L AR S I SRS IS DL R i Tt Ty all Saoo .
SC:!JR("JE, l‘I_Qi d‘\%mltlgs l?egartmeng;of?CoTT?gz:g! Fureau,’g!‘{ﬂx_e?gnsys. T RELT e e T e
" 1 al Viig

ay - D Cofnseticut, Maine; Mnéénghdsétts,’Né;v Hampshire! Rhode Jé'ldh‘& aind Veriont. i . .
(2) *7 v California, Florida, Illinois, Massachusetis) Michigan, New Jersey, New' York, North Cardlina, Ohio, Pennsylvania aid Texas. =
3) The 1990 midyear (July 1) estimates reflect the April 1, 1990 census count and three months of estimated population change,
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: PR E e LT B R e Jooo g
An estimated net out-migration of 36,000 people held 1992 Massachusetts population growth to only 2,000 people.

The following table ségs_ forth: the distribution of population by age for Massachusetts in 1990 and the
projected distribution of population by age in 2000,

. Distribution of Population by Age’ '
: (in thousands) N
-~ 1990 - © 2000 (Projectedy
Age Number ‘ % of Total Number % of Total
Under 5 421 7.0 353 57
Swl19 1,140 19.0 1,210 19.4
20 to 24 517 8.6 S 386 L en L S 62w
25t0 34 1,099 18.3 912 14.6
351044 914 152 1,082 17.3
45 10 54 596 10.0 864 138 et
55 to 64 314 8.6 555 - 8.9 :
65 and over 815 3 Bs 140, .
oy T T SRR TR C R U L EFSA R I G I SIS - R A
: - A ._, o . ;_ T - - "~

.:‘ . ] o, R . 4 h St et PSR R s u
SO_URQE: Umled States D;@pmmgn_t 'of Commerce, Bureau of the Census and MISER, Toien e

Personal Income -

Per capita personal income in Massachusetts is the third highest in the nation. Per capita personal income
for Massachusstts residents, unadjusted for differentials in the cost of living, was $23,003 in 1991, as compared
to the national average of $19,092.

The following table compares per capita personal income in Massachusetts with the United States and the
New England States for the periods indicated.
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Per Capita Personal Income

1985-1991
- Massachusells % Change United States % Chenge New Englihd Stas§:. % Change
Lo T S 3 ‘ <Y emuadD R g '
1985 $16,353 - $14,159 - " $16,067 -
1986 17,669 - 8.0% ‘ 14,910 53% -7z 17,307 - 7.5 774
1987 19,004 - 7.6 15,641 4.9 Ltz ig628 T2 76
1988 20,637 8.6 16,618 - 62 - AL
1989 21,811 5.7 17,699 65 i U llasst TRBALD s
19%0 22,520 33 18,639 : 53 ¢ 92148 Qe EL 37
1991 23,003 “2l 19,092 2.4 i 32620 . DULLIS 23
' PR ' ' ‘ CE 2.0 TEE LY
x5 ‘oo I e
. o . . i@ 00 . Sar oL
SOURCE: United States Department of Commerce, Burésu of Economic Analysis. S Q.0 FeE S
- . : L N v
Cost of Living . B : : SR R0 0gEAL _
. : TS B D3l kT

it . . - o N AR v
While per capita personal income is, on a relative scale, higher in Massachusét_ts than in, the United States

1

‘as a-whole, this is offset to some extent by the higher cost of living in Massachusetts,

The following table presents information on consumer price trends for the Boston metropolitan area and

the United States for the period between 1985 and 1991. Dala for 1992 indicatePthiad BERESS WA cites 1991 and

November 1992, the consumer price index for all yrban consumers in the Boston metropolitap.area grew at the rate
of 2.5%,.while the consumer price index for the United :

States, over the same period: grew; at' therate of 3.0%.
i : k wirs (1 glel) 1eaybim e e

Price Index for All Urban Consumers

. .
s BTN 1.

Change_s in Consumer

All Ttéms: - 7 7 Cad o nosgianee jor Lo 4 20 0
T, o United States fotr tar oL Boston Méire 190t mriveellny ¢
. cdm aTwlges Yo ealudl o b
1985 3.6% 4.5%
1986 19 e 26
1987 0
1988 4.1 ICEE 6.1
1989 48 5.7
1990 - .. . 54 5.8
. 199 42, . (LSRN 4.4 Al

SOURCE: United States Department of Labor, Bureau of Labor Statistics.

Employment

The Massachusetts service sector, ‘at 32.5% of the work forco in December 1992, is the largest sector in
the Massachuselts economy. In the nation as a whole, about 26% of all Jobs are in the service sector.Government
employment is below the national average, representing less than 14% of the Massachusetts work force. The
construction, manufacturing and trade sectors ‘oxperiencéd the greatest decreases betwéer 1989 dnd 1992, with more
modest declines taking place in the government; finance, insurance and real estate ("FIRE®); and services sectors
over the same period. T
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The table below demonstrates the changes in employment by sector.

£, .

rMass.achusﬁetts Employment by Industry —- Annual Averages

{in thousands)
1988-1939 1989-1990 1990-1991
1989(1) % Change 1990(1) % Change 1991(1) % Change
Total Nonagricultural - o :
Employment 3,103.4 ()} 2,979.0 (4.0) ) 2,817.0 G4
Sector . o .
~ Mining 16 '¢.9) - 14 (12.5 12 14.3) ;
Construclion 126.8 (10.8) 101.9 (19.6) 79.3 21.6) -
‘Ménufacturing -561.1 (4.0) . 521.3 (7.1) 484.5 .
“Transportation - ' o
& Communications 128.3 .0 129.9 1.2 124,2 4.4)
Wholesale and Retail Trade  740.5 0.1 700.1 (5.5) - 649.5 - a2
FIRE " 217.3 (L9 2133 (.8 2039 4.9
Seivices .91 3.1 ’ 915.7 .9 889.9 2.8)
Government © . 4036 . (0.8) 396.4 (1.8 384.5 (3.0)
Civilian Labor Force 13,180.0 0.8 3,1660 | 04" 3,127.0 2y
:{Unemployed 127.0 " 233 i8¢0 48.8 2800 - 7 od48.
Unemployment Rale T 4.0% . 6.0% ' T 9.0% o

SOURCE: Massachusells Department of Employment and Training.
[4))] Sum of parte may not equal totals due to rounding.

The following table presents changes in nonagriculfural employment by sector for December 1991 and

December 1992. The most recent-data indicates that total notiagricultural employment confracted by 1.6% between
December 1991 and December 1992,
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Massachusetts Employment by Industry - Monthly Averages
ST S (m thousands) CUOLMRRR

CHT TR

o E e ca NS B wlo R 1 Between
e ) December ” % of December Yi Dacember 1991
199t Total 1992 Total ecembet. 1997
e R . s - < Ty :}ﬁm‘(o!-_:_mg
Total Nonagricultural : ' . it
Employment . 2,819.7(1) i 2,774.2(1) 42(1:6)
Sector’ ., ' s ¢ T aollmntans
ans@l:uclion - 74.4 - 26 ~T713 R 26 s (412)
Manufacturing 475.3 16.9 454.8 4 siranogs:(4.3)
Transportation N 408 £ : 3
& Communicalions ., 124.8 Gl 123.0 alnsal(1.4)
Wholesale & Retail Trade 664.7 236 648.1 I@2.5)
FIRE; . 2009 | Tilo 196.8 " 202i(2.0)
Semces . 8023 31.6¢ . 902.6 Iigmme: 112
Government o 386.1 - ‘ 1321, 376.4 iIs.
High Tech Manufaclunng 191.1 B& .175.3
High Tech Non-Manufacturing 87.2 1) P 85.9
Average Weekly Barnings (dolars)
Manufacluring $505.13 . $509.09
Civilian Labor Porce (2) 3,164.0 ) 3,145.0 : K
Unemployed (2) 275.0 . weianer 272,00 G0 smmtaﬂ ssaumeaM (ly oo
Unemployment Rate (2) 8.9% o 8.6% B
| R RS 7 10 \:em"gqu ‘}o mua

no mw‘rlu\-nqrnm N T sldsd gmwolldi adt

SOUR(fE' Massachusells Departmeni of Emp]oymenlund T"“""F-"Eo‘ﬂ“} !Hgll?epnrtment of Labor, Bur f,L 3?5 lgtlsltc@m wdre

‘-\

e g
()] Sum of the pacts may not equal lotals due to rounding. ool hfm' S

2) Figures seasonally adjusted.

Business and Employment Base

The following table contains, in alphabetical order, the 25 largest non-governmental sector employers in
Massachusetts as of June 1992,

Commonwealth of Massachusetts
Twenty-Five Largest Non-Governmental Massachusetts Employers

American Telephone & Telegraph - Massechuseits Institute of Technology
Bank of Boston _ " May Depariment Stores Company
Blus Cross of Massachuseits, Inc. Now Bogland Telephone & Telegraph Company
Boston University ' Potaroid Comporation

Brigham & Women's Hospital Inc, Purity Supreme, Inc,

Digital Equipment Corporation Raytheon Company

First Healthcare Corporation S&3 Credit Company, Ine.

Friendly Ice Cream Corporation Sears Roebuck & Company

General Blectric Company Shaw's Supermarkets, Ine.

Harvard Community Health Plan, [nc State Street Bank apg Trust Compnny
Harvard University United Parcel Service, Ine,

Jewel Food Stores Inc.
John Hancock Mutus] Life Insurance Comgany, Inc.
Massachusetts General Hospital

SOURCE: Massachusetts Depariment of Employment and Training,
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_ As indjcated in the following table, the commercial base of Massachuseits is anchored by -the 15 Fortune
500 industrial firms headquartered within the state, The Fortune 500 firms are ranked according to total sales. .

Massachusetts Companies in Fortune 500 _ -

Rankin ) ) _ o 199i Sales . -1990 Sa}les
1991 1990 - Company ~ - S Industy © 7 $ Millions " '$ Millions
.28 30  DIGITAL EQUIPMENT. (Maynard) . .- Computer Equipment - §$14242 . . . $13,084.5

51 52 RAYTHEON (Lexington) . . .- . Electronic Components . .* . .. 9,355.5 . 9,362.3
107 113 GILLETTE (Boston) . '~ . Personal Care Products/Cuttery . 4,705.6 . 4,394.0
167 182 EG&Q (Wellesley) = " " Insiments 2,127 2,634.7
201 - '169  WANG LABORATORIES (Lowell) (1) “"Computer Equipment ~ =~ '2,691.3 - T 24785
203 .» 213 POLAROID (Cambridge) : -7 u: 0 s Photographic Equipmient - =~ «. * - . 72,0060 - .. ' 2,006.4
256 243 CABOT (Waltham) Chemical Products - o SL 15199 s - 16847
272 252 DR HOLDINGS (Natick) Computer Bquipment 1,391.1 1,651.1
292 297  AMOSKEAG (Boston) N Financial Segvices, 1,244.4 1,276.5
295 302 DATAGENERAL (Westboro) ~~  Compiiter Equipment . 1,270 ° | 1,3240
346 361 OCEAN SPRAY (Lukeville) - " Food Products 946.0 B ) L
385 415 . THERMO ELECTRON (Waltham) - ° /Instrumests . - : - 830.1 - RN 7= B EER
42 422 MILLIPORE (Bedford) . - .. oy Instuments. - 7480 w7081
424 434 STANHOME (Westfield) , - ., ....[HomeProducts . . - 7oz . - 6757 -
493 -~ ' ANALOG DEVICES (Norwood) '~ Electronics < 1 T

[ S ' ha R
W
SOURCE: Formne Magazine, April 22, 1992,
(1)) Filed for reorganization under'('fhaptelf‘i‘l of the !Jnifeﬂ States Bank_ruptcy Codq_,;:n Aupust 18, 1992,

The following table shows the average monthly new business incorporations for 1987 through 1991 for
Massachusetts, New England and the United States.

o New Business Incorp.or"atién's“ '
Monthly Averages 1987-1991

1987 1988 o lesg 1990 1991
Massachusetts 1,438 1,366 i 1,037 976
New England 3,491 3,353 .. 2,967 2,606 . 2,406
United States 57,185 56,940 " 56,587 53,449 52,487

SOURCE: Department of Economic Analysis, New Business Incorporations, Dunn & Bradstreet, and the Federal Reserve Bank of Boston.

Massachuselts is experiencing mild growth in new businesses. According to Dunn & Bradstrest, in March
1992, 1,169 new businesses were incorporated in the Commonwealth, as compared to 1,081 ip_March_l_991.
Furthermore, in the first quarter of 1992, 3,351 new businesses were incorporated, an increase of 6.1% over the
first quarter of 1991, when 3,159 new businesses were incorporated. This compares favorably with New England
as a whole, which saw a decreasé in new business incorporations of 0.5 % during the first quarter of 1992 over the
first quarter of 1991. D v o T e e

"~ = Some businesses in Massachuselts ire failing, however, According to Dunn & Bradstreet, 1,586 bué‘ihe;_ses
have failed in Massachusetts between January 1992 and June 1992, while 1,309 businesses failed dyring the same
period in 1991, an increase of 21.2%.” This is r.e;lgtii'ely consistent with the average for the six Ne!ﬁ England states
for the same period, which saw a 19.3% increase in business failures over the same two periods; from 2,703 jn
1991 t0 3,224 in 1992. However, the incréase in the percentage of businesses which failed bstween January 1992
and June 1992 compared to the same period in 1991 has decreased substantially from the increase in the percentage
of such failures between calendar 1990 and 1991. Between calendar 1990 and 1991, the rate of increase in business
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- failures in Massacliusetts was 46. 7% compared t6'an 8L ;1% increase in busmesses 1n New England asa whole .
during thé same period.© =~ © Sl ED s gnn o s e

Labor Force BEEHET VS TRFRN E1 4.3 LR NNTAY VIR

Massachusetts labor force participation rate is_ higher than the national rate. .In 1991, 67. 6% of
non-institutionalized working- -age Massachusetts residents were employed. This is 1.6% higher than the equivalent
national rate. . During the. mid-1980s when the:state’s inemployment rate dropped below 3%, there was concern
that Massachusetts’ high labor force part|c1pat10n ratétn:ught &xacerbate the upward pressufe on wages During the
current economic downturn, however, thé high T8Bo7" for’ '“'f)artmpauon rate provides a modest damper on 'the
effective fam1hal impact of unemployment -- manyllof those 'unemployed are members of households with more than
one worker. The presence of additional, employedPWOrlgers in-the family lessens the 1mpact of unemployment on

those workers who find themselves unemployed. =129 feciman™ =

Sl e

[ (AN iU Ed eI . 4 -
The avallalnhty of gkilled labor is an 1mportant r%,s’dflrce for Massachusetts mdustnes. The hjgher educatlon

r'lp\JlUl{

system is partleularly strong in post-graduate, sc1ent|ﬁc . angd- 1techmeal education. . The strength of the Massachusetts
higher education system is evidenced by the draw it has; upon:new students, According to the New England Bodrd
of Higher Education (NEBHE), almost twice as many new students migrated into thé Massachusetts higher educatlon
system as’migrated out in 1988. The strength of th&" Coﬁ’rﬁonwealth’s educational mstltutlons rs also réflected | dn
the large number of degrees awarded, The following “Tabid “shows the number of Massachusetts graduates with
science and engineering degrees as 2 percentage of the entire United States population. Note that the figures are
particularly strong for doctoral degrees.

Scrence and Engmeermg Degrees Conferred
As’a | Percéntiof U°S: Total 1989
" SR CA ey mamne e weEn \_lhl"h.’rl'l TN . v B I

G0 Massachusetts o 4

Baccalaureate: l‘l;‘ll.lad'len';nélcs Ay ‘_l pRarinc Y s 432
ysiat Seience N . .
Engmeenng“‘ wq" AR 5.0
Master’s: o Mathematics . 530 4.2
o vl Physical-Science = - 4.5
o Engineering asi 1 : 7.4 e
“\ Ph.D’s: e Mathemaucs F;E'E 1.6 o
‘_“\ - _j:“ ) Physlcal Sclence (l' Q'.,{ . 6.7 ‘ "}‘ .,
ToE b Engmeenng ) e e Xi
SOURCE: NEBHE analyms ofU S Depsnmenl of Educauon dnta R . P
sy T : : ®ALAEeL e o . T
Massachusetts populatlon as a percen_t o_f U. S total 3‘1“32,912,] 14[5%‘ i N o
) " R L T --;_1._ sere lfJ_‘ljJ o) pi ko Y
Unemployment B TR SRS Lt sied wernt ;‘-‘-ilf.("f . R BRI

[ TEN

(9 <18 ) < :
From {980 to 1989 Massachusetts unemploymcﬂt \te was 51gmﬁcantly lov.'er than the natlonal average.

By 1990 ‘however, insmploymént” reached ' 6.0%. “For"the fitst time since 1977, the’ Commonwealth ]
unemployment rate exceeded the national average. In 1991, Massachusetts’ unemployment rate averaged 9.0% and
in 1992 1t averaged 8 5% The Massachusetts unen:nploylllellt rate in January 1993 and in January 1992 was 8.2%.
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i The followmg table compares the annual dnemploymeﬂ‘ aver. ages of Massachusetts and the Umted States

on an absolute l)a51s and as a percentage ol' the total CIVlllaﬂ al:or orce for each of the years mdlcated It also
shows a companson of Massachusetts rates to Umted States rates fOl‘ each of the years mdlcated
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‘earned per employee each year that such advances are outstanding,

- Annual Average Civilian Labor Force, Unemploymeént and
= Unemployment Rates:for Massachusetts and United States,
1980-1992
(in thoussinds)

P . Civiliap Labor Farce . -« Unemployment S Unemployment Rate Mass. Rate as %
Year . . Mass. us . Mass. us. . Mass, - U, of U.S. Rate
1980 2,867 C 106940 ¢ 162 - 1637 56% 0 Ta%” 78.9
1981« . - 2,047 108,670 - 187 - 827 64 7.6 34.2
1982 - - 2,993 - .. 110206 . 37 0678 .. . 79 .. " 97. . 8t.4
1983 2977 LLinss0 - L. 208 10,17 6.9 9.6 . - 9

- l9s4 047 L 3se4 T gs . 8,539 4.8 7.5 1 64.0
ioss” 3,051 115461 ¢ 120 8,312 39 72 54.2
1936 3.058 - ‘1i7,834 118 8,237 3g 7.0 -+ 543
1987 3,086 119,365 99 7,425 ©32 6.2 516
1988 3,155 121,669 103 6,701 33 55 60.0
1989 3,180 128,869 . 127 6,528 4.0 53 75.5
1990 3,166 y 124,787 189 6.874 60 55 109.1
1991 " a2 v (25303 T.280 8,426 9.0 6.7 T1343

1992¢1) G 3,126 126983 " 265 9384 - g5 74 49

o ]

SOIUR(_J_E_:_ ME'.E‘;SBF‘I‘H:ISEHS Department of Employnient. and Training; United States Depariment of Labor, Bureau'of Labor Statistics.
. L . ' En ' : . ) .
m - Preliminary.

Unemployment Compensation Trust Fund
"+ " . Thé’ unemploytient -insurance system is a federal-state cooperative program established by ‘the Social
Security Act and the Pederal Unemploymént Tax Act to provide for the payment of benefits to eligible individuals
when they are unemployed through no fatilt of their own. Benefits are paid from the Unemployment Compensation
“Trust Fund, financéd through employer contributions, ~ T T e T

The Commonwealth has exhausted the reserves in the Unemployment Compensation Trust Fund dus to the
continued high levels of unemployment.” When a state unemployment trust fund exhausts all available reserves the
federal unemployment loan account-advaneés the funds needed to continue the payment of benefits. If a state has
outstanding advances on Yanuaiy 1 for two successive years, the rate of federal employér'c_:ont'ributionsris_gradually'
increased to fepay the advances. *The' federal udémj:loymeﬁt;conlribﬁﬁon would increase .3 % o the first $7,000

-+ - Since the last quarter of 1991, benefit péyinents in excess of contributions have bée'p financed through
repayable advarices from the federal unemployment loan account. Legislation enacted in 1992 significantly increased
employer contributions in order to"reduce advances from the federal loan account and the Department of
Employment and Training estimates that 1993 revenues will exceed benefit payments. As of December 31,1992
the Massachuselts Unemploymient Compensation Trust Fund was in deficit by $405 million. The deficit is expected
to-be $390 milliofi by the end of 1993. - An interest payment of $28-$32 million on"previous advarices from the
federal -loan account is due on or before September 30, 1993, Interest payments are financed by a special
assessment imposed on employers. ' ' o -

' i. The Department of Employment and Training estimates that the additional increases in’contributions
provided by the 1992 legislation should result in a positive balance in the Unemployment Compensation Trust Fund
prior to December 1996 and rebuild reserves in the system to over $1 billion by the end of 1998, '

" “The Commonwéalth is currently examining funding the repayment of advarices from the federal loan

account, as well as the deficit in the Unemployment Compensation Trust Fund through the end of calendar 1993,
through the issuance of bonds by the Massachusetts Industrial Finance Agency ("MIFA"). The bonds would be
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secured solely by the special assessment imposed under the legislation, as amended under the proposed legislation
authorizing the bonds. The bonds issued by MIFA would not constitute a debt of the Commonwealth, and except
for the pledge of the special assessment, no pledge of. the Commonwealth's credit would secure the bonds,

RECENT PERFORMANCE

At the present time, the Massachusctts economy. is expenencmg a slowdown. While Massachusetts had
benefited from an annual job growth rafe of approxiniately 2% since the early 1980’s, by 1989, employment had
started to decline. Nonagricultural employment declined 0.7% in 1989 and 4.0% in 1990. A comparison of total,
nonagriculfural employment in December 1991 with that in December 1992 indicates a decline of 1.6%. The slate’s
unemployment rate contintes to exceed the national: uuemployment rate, Per capita personal income growth has
slowed, after several years during which the per captta personal income growth rate in Massachusetts was among
the hlghest in the nation, Between the second quarter of 1991 and the second quarter of 1992, aggregate personal
income in Massachusetts increased 3.9%, as compared lo 4.7% for the nation as a whols. -

A I
Economic Performance by Sector : _‘i"' %
. R ‘

Serwces The services sector is the largest sector in the economy of Massachusetts i in ferms of numbers
of employees. The services sector includes the broad eategorles of health services, business services, educational
services, engineering and management services, and social services, In December 1992, service sector employment
was 902,600, representing 32.5% of total nonagricultural employment. The service sector represented a major
source of strength in the Massachusetts economy; incrédsing 17.5% between 1985 and 1989, Between December
1991 and December 1992, service sector employment increased 1.2%. An area with relatively high wages, business
services employed 16% of service sector workers in December 1992. As compared with the nation, Massachusetts
has a greater concentration of employment in business services. Sl g ;o -

.. Health Services. ‘The health care industry hcoqtmues to play an important role in the Massachusetts
economy.. Health serv1ces is the largest component of, the, service sector in terms of employment. In December
1992, the’ health services sector numbered 290,400 workers, ‘Wltl] 133,500 of those employed by hospitals. This
constitutes a 2.6% increase in total health service workers.‘durmg the preceding .year.- Hospital employment
increased by 1.8% for this period,

"7 PR oD T
. The current outlook for health ser\nces |s un:cl;ertam .The, mdustry is buoyed by strong demand for health
services. Per caplta health care spendmg in Massachusetts is, 25% above the national average, according to a recent
study published by ihe Families U.S.A. Foundatlon,‘though lllJS reﬂects in part, the fact that Massachusetts health
care costs are well above the national average. The l]ng‘l cost of healtll care has led to recent efforts to contain costs
by businesses as well as governments. Cutbacks in fecleral Mecllcare relmbursements, combined with the rising
costs of patient care, contributed to operating deficits in over half of Massachusetts’ hospitals in 1988. The deficits
were also caused in part by an excess of acute care beds in the Commonwealth. Recent restructuring of the hospital
sector has led to the conversion of many acute care, beds to Iong-term care, beds throughout the Commonwealth.
This may result in 1mproved statewide occupancy rates, as, wall as a reductlon in the cost of long-term care.
< R uf:.;,ll" oL
Educational Servtces Massachusetts is an mtematlonally recogmzed center for thher educatlon thh
approxtmately 426,620 students i in undergraduate, professnonal and graduate programs, according to recent data
supplied by New England Board of Higher Education. | ; The _number. of foreign students enrolled.in Massachusetts
colleges and universities totals approximately 20,000 or about 5.4% of the U.S. total, The Massachusetts public
higher education system is composed of universities, state colleges, and community colleges with a combined
enrollment of approximately 189,000 students, The. strenglh of: both public and private colleges and universities
as centers for research, teaching, and education contnbutes to, the ‘high quality of the Massachusetts work force and
plays a key role in attractlng and retaining business aﬂd mdustry within the state.

The preemmence of higher education in Massachusetts contributes not only to the quality of its work force,

but also to its stature in the nation and the world as a Ceﬂtel’ for basic scientific research and for academic and
eutrepreneunal research and development For example, Massachusetts lIlSlll'.l.lth[lS have a large number of Nobel
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Laureates. -The Massachuselts Institute of Technology recently becare the first udiversity in the U.S. to receive
more than 100 patents in 4 year. "Nationally, private industry' funded only 6.5%" of university ‘research and
development ("R&D") at doctorate-granting institutions in 1989, This is significantly lower than the 9.1% figure
for Massachusetts. ‘The federal government provides funding for 71.7% of all R&D activities in Magsachusetts,
compared to 59.9% for the nation as a whole during the same ‘period. Massachusetts was fourth in the nation in
total federal dollars pledged to R&D work at research institutions,” - -~ - - .= .0 o o

Federal funding sources reflect the divérsity of the research and development work dohé at Massachusetts
educational institutions, According to the most recent figures from the National Science Foundation, of the $545
million total federal spending on college and university-based research and development in 1988 in Massachusetts,
47.0% was from the Department of Health and Human Services, 18.1% was froni the National Science Foundation,
15.6% was from the Department of Defense, 9.8% was from the Department of Energy, and 2.9% was from the
Department of Agriculture, I

Federal spending on research institutions in Massachusetts helps leverage the $2.7 billion in total federal
R&D obligations to Massachusetts businesses and institutions for 1989. OF this money, 66% was. from the
Department of Defense, 21% from the Department of Health and Human Services, and 4.6% from the National
Science Foundation. ' ‘ S o IR

The Massachusetts colleges and universities are also significant employers.within the staié:." _Three of the
state’s private universities are among the state’s 25 largest non-governmental employers. The educational services
sector includes only private institutions for education; public instituticns are included in the government sector.
According to the Massachusetts Department of Employment and Training, educational services accounted for
125,900 jobs in December 1992, while in the government sector, state and local public education ac¢ounted for
152,800 jobs, T - o o

Trade. During the mid-1980s the trade sector was an area of strong job growth, boosted by a growing
export sector.  The rate of growth in the trade sector slowed in 1991 as weakness in'the retajl sector caused an
overall yearly decline of 7.2% in the number of jobs. In December 1992, retail and wholesale trade was the
second-largest employment sector in Massachuselts, with 648,100 workers. Of this number, about three-quarters
were employed in retail trade. : e '

Retall Sales. Retail sales growth in the Commonwealth outpaced national sales growth during the
mid-1980s,"though in more recent years this has not beén the case. According to the Federal Reserve Bank of
Boston, retail sales for the month of November 1992 were 1.6% below, the November 1991 level. The following
table sets forth annual retail sales activity for:Massachusetts and the United States from 1985 through 1991,

* Annual Retail Sales Activity
(adjusted for seasonal variations and trading day differences)
s 1985-1991 (In Millions) . -

Massachuseits % Change United States % Change
1985 '§$35,004 - $1,375,027 ' -
1986 38,337 : 9.2 . o 1449636 - . - 5.4 ]
1987 41,384 7.9 ' 1,541,299 6.3
1988 , 45,327 .. 95 S . 1,650,468 ., .- . 7.1
‘10890 46,089 ’ 0 1,746,965 - 58
1990 ° ‘ 44,141 BN C ¥ . 1,825,507 ° I ¥
1991 . T 44,863 e T 1,842,730 7 S0~ Tgg -

C s - e PRI Ao e Ty

SQURCE:  United States Deparlmem_ of Cd’m}nér;:o.‘ '

Manufacturing. Today, like virtually all industrial states, Massachuselts has seen a steady diminution df
its manufachuring job base. Between 1990 and 1991, manufacturing employment declined 7.1%, from 521,300 to
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484,500.. Manufacturing employment stood at 454,800 workers in December 1992. Until recently, employment
in high technology manufactunng has outperformed manufacturmg generally, in Massachusetts, While high
technology manufacturing is in a slowdown nationally as well as in Massachusetts, it is expected.to continue to
outperform manufacturing in the long-term. As of December 1992, high technology manufacturing employed

175,300 persons. - Generally, the Massachusetts manufacturing sector is made up of many small and. diversified

firms. Currently, about 80% of the manufacturing firms in Massachusetts employ fewer than 50 people.

. The following table shows trends in manufacturing employment by mdustry for Massachusetts for 1989
through 1991. . . .

: Manufhcturing Es_tahlishment,Elhployment by
Industry. in Massachusetts
1989-1991 (in thousands)

_ 1989 . . 1990 ‘ ‘ . 1991
Jobs(l) % o “Jobs(l) z . dobs(l) %

Durable Goods S . Co
Primary Metals 12,3 3.2 1.3 33 10.3 33
Fabricated Melals 43.2 11.6 40.9 11.9 382 12.1
Industrial Machinery ) . ) L . . v

and Equipment 958 - 257 " 85.2 24.9 ' 76.1 24.1
Elecirical and Electronic ) ‘ a oo s

Egquipment 79.3 121.3- - 729 <21 68.3 - 216
Transportation Equipment ~ 30.6 8.2 X N T 25.7 R
Stone, Clay and Glass 10.0 2.7 R ¥ 2.5 17 24
Instruments nze 9.1 69.4 203 65.8 20,8
Other Durable Goods 29.5 1.9 26.5 1.7 24.1 1.6

Total Durable Goods EX 22 S |1 X B 327 - 1000 . 316.2 100.0
Non-Durable Goods
Apparel and Related Goods 220 11.6 19.2 i0.8 17.5 - 104
Food Products 20.5 0.8 20.1 11.3 19.5 11.6
Chemical Products 184 97 . 1T ;9.9 17.5 : 10.4
Printing and Publishing 55.0 29.1 . 522 o292 49.5 29.4
Textite Mill Products 155 82 T 146 8.2 13.9 8.3
Paper Products 23.4 124 o225 2.6 21.0 12.5
Other Non-Durable Goods 342 © I8l 309 - - 173 28.0 16.6

Total Non-Durable Goods  189.0 1060.0 . S 1786 - 100.0 168.3 100.0

Tolal Manufacturing S T .

Employees 561.1 5214 . 484.5

SOURCE: Department of Labor, Bureau of Labor Statistics; Massachuselis Depariment of Employment and Training.
(0 Sum of parts may not equal totals due to rounding.

International Trade. * Much of what Massachusetts produces is exported abroad. Massachusetts ranked
tenth in the nation with more than $11.5 billion in exports, in 1990, This represented an increase of 10.6% in the
value of exports from the previous year. Manufactured goods accounted for 96.4% of all receipts in 1990. Such
a focus on production for export has given Massachusets the fifth highest concentration of manufacturing sector
jobs dependent on exports in the nation, according to the Bureau of the Census’ 1987 Census of Manufacturers (the
most recent data available). Three of the four states with greater concentrations border Massachusetts, According
to the same report, 190,400 of Massachusetts’ manufacturing jobs, which amounts to 6.4% of its civilian labor
force, were dependent upon exports, Massachusetts’ m9$¥=:lmPQ[lant exports are industrial machinery including

[ £ S
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computer equipment, electronic and electric equipment excluding computer equipment and instruments and related
products, The following chart describes the top ten manufactured exports. . : ' ’

Massachusetts - Total Dollar Value of
-Shipments by Major Industry Group .

‘Massachusets Percent Change 1989 - 1990
Majority Industry Group 1989 o © 1990 Mass.  Naw England us.

Total All industries 10,471,988,332 11,586,825,332 1065 12.78 12.88
Manufacturing . 10,182,123,284 11,199,483,021 92.99 12,20 14.03

Industrial machinery, .

computer equipment 4,520,966,289 4,284,145,861 (5.24) (2.46) 8.91
Electronic, electric equip., o -

excluding computer 1,395,937,425 . 2,030,534,547  45.46 27.18 21.26
Instruments and related products 1,635,974,528 1,871,788,051 14.41 12.23 9.28
Chemicals and allied products 399,128,333 479,534,734  20.15 13.15 6.29
Fabricated metal products 426,317,202 459,159,218  71.70 17.49 20.65
Transportation equipment 433,584,243 403,039,088  (7.04) ©10.17 15.77
Special classification ' ! . _

provisions, NSPH 135,036,414 218,806,485 62,04 60.89 6.56
Rubber and misec. plastics products 192,380,454 214,027,405  11.25 24.29 3329
Paper and allied products 174,952,180 202,948,581 16.00 4.45 4.40
Primary metal industries S 170,672,033 182,675277 103 1389 1219
SOURCE: . Data from U.S. Bureau of Census, Forelgn Trade Divislon. Adjustments performed .by MISER; ‘University’ of

Massachusetts at Amherst. T

Massachusetts’ most important trading partners for 1990 were: Canada, which purchased $2.2 billion worth
of products; Japai, which bought $1.4 billion; Germany, which bought $1.2 billion; and the United Kingdom, which
bought $1.2 billion. In 1990, Massachusetts exported about $4.8 billion to the European Economic Community
("EEC"). 'This was abouf 5% of ail US exports to the EEC. Massachusetts also exported about $3.1 billion to
Japan and other Asian countries. This was about 60% of New England exports to Asia and about 2.6% of US
exports to the same. o

Finance, Insurance and Real Estate. While the Finance, Insurance and Real Estate sector experienced
23.7% growth in employment between 1984 and 1988, there was a 1.9% decrease in employment between 1988
and 1990. The total employment in FIRE was 203,900 in 1991, and 196,800 as of December 1992. One reason
for the decline has been the slowdown in the réal ‘estate market, which, in turn, has contributed to the decline in
the banking industry. Many banks in New England have experienced dramatic increases in troubled real estate
loans. A number of Massachusetts banks have recently failed, including Bank of New England, N.A., Capital
Bank, Eliot Savings Bank, Rirst American Bank for Savings and Home Owners Savings Bank. Recently Bank of
New England was purchased by Fleet/Norstar Rinancial Group, which is based in Rhode Island. Other
Massachusetts banks have also discussed the possibility of mergers with or acquisitions by non-Massachusetts banks.
Many banks in the Commonwealth are increasing loan loss reserves to cover an anticipated higher level of problem
loans. Unless further capital infusions are forthcoming, attempts to boost capital through the sale of real estats -
holdings or portfolios may further aggravate the real estate market. : :

Construction. Employment in the construction industry experienced dramatic growth in the first part of
the 1980’s, increasing by more than 70% between 1982 and 1988. This trend, however, has reversed direction,
with employment in the construction industry declining as a result of excess supply in both the residential and
commercial real estate markets, o -

The following table shows the number of housing permits authorized on an annual basis in Massachusetts
and the United States. The number of Massachusetls permits declined 11.2% between 1990 and 1991, while the
number of housing permits issued nationally declined 14.6% over the same pericd. In recent months there has been
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some improvement in the Massachusetts housing industry: In October 1992, 1,565 housing PERMitsURGilh & value
of approximately $158 million, were issued. In October 1992, the value of total cotistructich shiatls wai2.6%
below the October 1991 monthly average. Lo :
SIT] LU Y SIS AT N S
Housing Permits Authorized in Massichusetts and the United States ~ . © |
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* Defense. An estimated 107,000 workérs were employéd in civilian defense-related jobSTH'T: Bad?gﬂgcgrdmg
to the Defense Budget Project. This accounts for approximately 3% of Massachusetts private secfor éxﬁE_lgy_qqn_t._
Following a peak in the value of military prime contracts awarded to Massachusetts firms in fiscal 1986 of $8,7
billion, defense-related contracts declined approxiriately:20% in Teal (inflation-adjusted) terihs i fiscal 198813°$7.2
billion. In fiscal 1989, the value of defense-related prime contracts increaséd to"$8.0 billion representing a
significant rebound from fiscal 1988 activity levels. , Despite s national slowdown in q§£ipsaejag‘glﬁé%&§§|{$ndih'xres,
Massachusetts curreatly receives almg potlicnalo sharo of dofense gontrcts, on the basis of
population.” Tho diversity of Massachuscits compapies, pasticularly in the area of elecironigs aid,Righ iechnology
rosearch and development, has helpgd redice the'impact of tho decline in' national defense expendifures on the

Massachiisetts irrently recéives almost three times its proporlionaie share of defens
. N ] iy . BT h R . ’ LS I »

L i Sop T g D % B« _w_;;L)\|;.,_¢;4i\,
M§s§achusetts’e?onomy s en )t e 0D Juaddr e T s oo onizd 1ofo boe
. . : ) T LT
The importance of the defense industry to the Massachusetts economy is reflected in'the tables below.
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"= Massachusetts leads the New England région in federally fuiided defense rescarch activities, with Contracts

in amounts exceeding 1.9 times the national'avérage: An'estimialed &% of the gocds and services ih assachuselts
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are attributable to the defense sector. It is unknown at this time what effect federal "budget doliberations and
infernational events will have on the level of defense contracts awarded within Massachusetts. To the extent there
are federal spending reductions, they may have a significant impact on the level of defense related production and
research in Massachusetts, However, since most contracts cover a period of years, the effect of any cancellations
or federal spending reductions may not be directly experienced for some time. One estimate; offered by the Defense
Budget Project, does project that civilian defense related employment in Massachusetts will decline to 90,000 by
1993. . : : o

Travel and Tourism. The travel and tourism industry represents a substantial component of Massachusetts’
overall economy. Massachusetts is one of the nation’s most popular tourist and travel destinations for both domestic
and overseas visitors, The greater Boston area represents New England’s most popular destination, as the site of
many popular historic.attractions, . including the New England.Aquarium, Boston Museum of Fine Arts, - Boston
Museum of Science, the U.S.S. Constitution, Harvard University, the Kennedy Library and Museum and Faneuil
Hall Marketplace, . L o _ . ol .

The Massachusetts Office of Travel and Totirism estimates that a total of 30 mitlion people visited the
Commonwealth in 1991. Of these, 1.5 million were international visitors. It is also estimated that spending by
domestic travellers was $5.7 billion; the figure is about-$1 billion for international travellers. The immediate tax

revenues from this spending is cstimated to be $189 million for the Commonwealth and $110 million for local

governments.
Housing Indicators

- 'i'he'current,slpwdowrl 'u_1..the regional economy is reflected in the hoﬁsmg sector,’ On a seasonally-adjusted

.aﬁnual rate basis, existing home sales for the Commonwealth appear in the lable below.

S Existing Ho'me_Sa]oﬁs, | : -
. {In Thousands, Seasonally Adjusted Annual Rates)

Year h ‘ o Eiisting‘ Hbme Saléé

1980 e 67.4
1990 44.1
L 49.6

SOURCE: Federal Reserve Bank of Boston figures based on the National Association of Realtors Homes Sales.

Single family home prices for the Boston Metropolitan area (not seasonally adjusted) appear below.

Home Prices for Boston Metropolitan Area

{In Thousands)
Year ‘ Home Prices (1)
1988 $180.7
1980 181.5
1990 ... PP, 173.8
1991 168.5

SOURCE: Federal Reserve Bank of Boston figures based on the National Associntion of Realtors Homes Sales.

(0 Represents average price of home in Boston Metropolitan Area.
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* Major Infrastructure Projects SRR St

Relatively high housing prices in the Boston area are often cited as a detriment to the location or expansion
plans of businesses interested in operating in the area,” Prices may ¢ontinue to moderate over the near term due to
the reduced level of sales.  However, this trend is not expected to change the high cost factor radically.
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Over the next decade, Massachusetts has a very full public-construction agenda which will not only improve
mobility, but will also provide a substantial number of construction and related employment opportunities. Foremost
on this agendais the Central:Artery/Third Harbor Tuniia] (CA/THT) project, the largest piblic works project in
progress in the country. This $6 billion projéct: consists of the construction of a third tunnel under Boston Harbor
linking the Massachusetts Turnpike and downtown Bostan'with Logan International Airport, and the depression into
tunnels of the Central Artery that traverses the City ‘of Boston. - Major project components are well underway,
including the $217 million Third Harbor Tunnel.': This contréct was awarded in 1992 and fabrication of the tunmcl
and associated construction activities has begun, Federal funds will finance approximately 90% of the cost of the
CA/THT project. Plans are for the CA/THT project to employ approximately 5,000 on-site workers and 10,000
auxiliary workers during the mid-1990s peak years of construction, - - ST

B B S el b elinneind fam e sl b o :

- Massport plans to invest more than $27biilion fn’iiiprovements to the port of Boston and Logan' Airport
between 1990 and 1999 Airport improvemeiits iticlide;work 'on the terminals and runaways. The Massachuselts
Bay Transportation Authority also plans to devote several billion doMars to maintenance and enhancement of the
area’s transport facilities.

The Massachusetts Water Resources Authority ("MWRA") is undertaking capital projects for the
construction and rehabilitation of sewage collédtion fad tréafifient facilities in order to bring wastewater discharges
into Boston Harbor into compliance with” federal ‘afd* stald"pollution control réquirements. - The Harbor cleanup
project is estimated to cost $2,7 billion in 1989 dollars. Work on the project began in 1988 and is expected fo be
completed in the year 1999. The most sigm'ﬁéaﬁtzéxpé‘n&im’feﬁﬁfé—“eexpected to occur between 1990 and 1999, The
majority of these expenditures will be paid for by:1ocal comiifiiinitiés, in the form of user fees, with federal and sfate
sources making up the difference. Cambridge Systematics estimates that, during the peak years of the project, the

cleanup will produce 3,600 construction jobs and 6,200 auxiliary jobs,
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Deloitte &
Touche

\ 125 Summer Street Telephone: (517) 261-8000
Boston, Massachusetts 02110-1617  Facsimile: (617) 261-8111

Independent Auditors' Report

Mr. William Kilmartin, comptreller
The Commonwealth of Massachusetts

We have audited the accompanying combined financlal statements - statutory
basis of the commonwaalth of Masaachusetts as of June 30, 1992, and for the
year then ended. 'These combined financial statements - statutory basis are
the responsibility of the management of the commonwealth of Massachusetts.
our responsibility is to express an op;nlon on these combined financial
statements - statutory basis based on’ our audit. We did not audit the
financial statements of the Pension’ Reserves - ‘Investment Truat or the
Massachusetts State Teachers and Employees Retirement Systems Trust,
investment vehicles for certain of: thelCommﬁnwealth of Massachusetts' Pension
Trust Funds, the financial statements ‘of which reflect 81 and 47 percent,
reaspectively, of the assets and: revenuasiofsthe Fiduciary Fund Type. We did
not audit the financial statements of the University of Massachusetts which
statements reflect 68 and 66 percent, respectively, of the assets and
revenues of the Non~appropriated Higher Education Funds. Those financial
statements were audited by other auditors whose reports thereon have been
furnished to us, and our opinion, insofar as it relates to the amounts _
included for the Fiduciary and Non-appropriated Higher Education Funds Type
referred to above, ia based sclely on the reports of thea other auditors.

We conducted our audit in accordance with generally accepted auditing
standards. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the combined financial statements -
atatutory basis are free of material misstatement. aAn audit includes
examining, on a test basis, evidence supporting the amcounts and disclosures
in the combinad financial statements - statutory baasis. An audit also
includes assessing the accounting principles used and significant estimates
made by management, as well as evaluating the overall combined financial
statement - statutory basis presentation. We believe that our audit provides
a reasonable basia for our opinion. : '

As described in Note 2, the Commonwealth prepares its combined financial
statements - statutory basis on a prescribed basis of accounting that
demonstrates compliance with the Gensral Laws and budgetary principles and

funds of the Commonwealth of Massachusetts which is a comprehensive basis of
accounting other than generally accepted accounting principles. \

DelgittaTouche
Tohmatsu
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In our opinion, based upon our audit and the reports of other auditora, such
combined financial statements - statutory basis present fairly, in all
‘material respects, the financial position of the commonwealth of
Massachusetts as of June 30, 1992, and the results of its operations for the
year then ended, on the basis of accounting described in Note 2.

As discussed in Note 13, the financial statements of the Fiduciary Fund Type
included in the general purpese financial statements have been restated.

As discussed in Note 1, during the year ended June 30, 1992 the Commonwealth
of Massachusetts has included within the combined financial statements =
statutory basis the non—appropriated funds of the public Lnatatutions of
higher aducation.

As discussed in Note 2, the Commonwealth of Massachusetts reclassified
certain activities between fund types during the year ended June 30, 1992.

Sulostle + Tonaete

December 24, 1992 (June 23, 1993 as to Note 13)
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COMMCNWEALTH OF MASSACHUSETTS

COMBINED STATEMENT OF REYENUES, EXPENSES
AND CHANGES IN FUND BALANCES - STATUTORY BASIS -

NONEXPENDABLE TRUST FUNDS AND PENSION TRUST FUNDS
‘ \ FISCAL YEAR ENDED JUNE 30, 1992

i {Amounts in thousanda)

DUE IWRUE s

Fund baianaes st end of ym

i | 5,854

Sew nates to combined ,ﬂnincl_nl staiements — statutory basis,

Exhibjt B-11

$ 9,626,070

$_ 9831924

Totals
Fiduclary Fund Typas {Memorandum Only)
Non-
~ expandable Pension . .
) Trust Funds _Trusf Funds 1992 1991
Operating 're\nnuu ’ ' : '
Cantributions: - : . : ' ) ‘ o
Local pension syn«nn s, s 0 3 1,718 9 1,718 $ " --30.945
Employ.n . 40817 - 340,617 S+ 340,642
Other L ] . - . 5.847
Investment urninqa ’ 1,138.969 1,136,588 2B88.673
Total aperating ravenues - 1,479,304 1,479,304 ¢ 888,207
Other financing sources:” -
Operating transfers in 101,354 101,554 -.84.163
Total opcraﬂng.r.-\;gnucq o o . :
and other financing sources 1,580,858 1,580,858 . 750,370
Operating expénaes: -
Adminlsyatien T 2,947 2 947
Payments to bonoflciu'ln md eniu e - . -
and lowns. . 196.518 196 5|a 197.148
Total opersting expenaes 199 4483 190.485 197,148
Cthar financing uses: ™ EIEEERE ‘ -
Operating tranefers out - 8 101,554 101,539 . B84.183
Total operating biptnnu and . ) '
other finaneing uses - ' 5 30¢.017 301,022 281,311
Net income (deflcit) (5) . 1,279,841 1,279,838 459,059
Fund balances et beginning of year § 5,889 8,346,229 8,332,088 . 7,883,029

_$__8,352,088




COHHOWHLKL““ OoF HASaACiUSETTS

HOTES TO COMBINED TIMANCIAL STATEUENTS . STATUTARY 3AS:IS

FISCAL YFAR SNDED JUNE 30, 1992

l. Finanszial Statament Presapntarionn:
Introductiosn -

The accompanying combined Zinancial statéments - ATATULOCrY basis of =he
Commonwealth of Massachuserss (the chmcnwéal:h) are presented o fulifill
part of the requirements of Section 12 of Chapter 7A of the Massachusect-s
Ganeral Laws. <Concurrantly, the O0ffice of the comptroller publishes =he:
commonwealth's Comprehensive Annual Financial Report (CAFR) which ia
prsparad on tha baais of. generally accepted accounting principles. (Gaap)
'for governments aas prescribed by the“Governmental Accounting standards
3card, the authoritative standard- -setting body for establishing
goveramental accounting and financial :spcrcxng ‘principles.
The combined financial statements - statutory basis include all budgated
and non-budgeted funds and account g:cups of the Commonwealth, as
recordad by the 0fiice of the Comptrzoller in compliance with
aassachusects General Laws and.in accordance with the Commonwealth's
budgecary principles. For the Zfiacal year encded June 30, 1992, the
non-appropriated funds of the Commonwealth's public institutions of
higher education have also been presanted, as directad by special
‘statute. Fiscal year 1991 balances haye not been adjusted to include
these funds. _ |
The combined financial statements - statutory basis are not Lntended =3
_ iLnclude independent authorities or other organizatiens included in =he
Commonwealth's reporting entity as it would be defined under GAAP.

Fugd-ncccuntiﬁg -

The cOmmonwealth repcrcs its statutory basis financial posxt on and

rasults of operations in funds. and accdunt . -groupa, each of which is
considered a separate accounting entity. The operations of each fund are
accountad for with a set of self-balancifig accounts that compr'sa 1cs
assets, liabilities, fund balances, revenues and axpenditures.

Trzansactions between funds within a fund type, L{f any, have not been
eliminated.

Account groupa are accounting entities used ts provide accountability fzr-
the Commonwealth's general fixed assets and long-term obligations. They
are not considered funds because they do not report expendable availabl.e
financial resources and realated liabilities.

These fund type and account group classifications are consistent with
GAAP. They are organizad as follows:

Exhibit B-12




_COMMONWEALTY OF MAS3ACHUSETTS

HOTES TO COMBINED FINAMCIAT STATIMENTS - STATUTORY BASIS

FISCAL YEAR SNDED JUNME 130, 19%2

{Continued)

l. Financial Statement Prasentation (Continued): ,
Governmental Fund Tvnes -

Governmental Funds supper: the governmental functions of the _
Commonwealth. _ - ‘ s

Ganeral Fund - is the primary operating fund of the commonwealth, It is
used =o acgount for all governmental transactions, except those which
state finance law or other statutas require to be accounted for in
another fund. Certain activities reporzed in Spacial Revenue Funds in
the combired financial statements - statutory basis are included in the

General Fund under GAAP.

Soecial Revenue funds - are established by law te acsount for spacific

ravenue sources that have been segrsgated from. the General Fund to
support specific governmental activities. As discussed in Note 1, many
of the special Revenue Funds are included in the annual appropriation
process and are considered budgeted funds. ' T )

The majo:'budgé:nd:SpQEiil_Révenué Funds ars_:hetgighway and:pacil aid

Funds whieh; with theé General Fund, are often identiZied as the operating
funds of the Commonwealth. The Federal Grants and Lotteriaes Funds are
examples qt_non-budqeted gunds_which'supporn gpyernmengallgg;;vityi.ﬁ

capital Projects Funds - are usad to account for tinancial resources

used to acquire or construct major capital assets and to finance local
capital projects. These resources are derived primarily from proceads of
general obligation bonds, which are geﬁerally.:eqalve¢ after tha..
expenditure has been incurred, and from federal reimbursements.
Therefore, deficit balancas in capital Project runds Cepressant amounts to
be financed. o ’ D o

: Fidﬁéia;xr?ﬁnd'gxﬁas -

Fiduéia:y.ruhd;_a:a used to account for assets hald by the c;mﬁonweqlth
'in a’ trustee capacity (Trust Funds), or as an agent (Agency Funds) for
individuals, privata erganizations, other goveramental units, ,and/or
other funds, ' ‘ ' : :

Expendable Trust Finds - account for trusts whose principal and
investment income may be expended for their designated purposs.. The
Unemployment Compensation Fund accounts for unemployment taxes collectzad
from employers, interest earned or paid on the trust fund balance and the

payment of henefits to the unemplaoyed.
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T

COMMONWEAL'“ OF - !ASSACHUS:TTS

NOTES TO COMBINED FINANCIAI SPATEMEN~S . STATUORY B3ASTS

FISCAL YEAR TNDED JUME-130, 1392

benbfhﬁéd)

1. Financ:al Statements P:esentatiﬁhﬂFCoﬁfin&eH):

continued) -

Nonexpendable Trus: Funds - aczount for ‘trusts whbéehprinciéal éhhno@ be

spent. Within this fund type, the Massachusetts School Fund's principal

balance of $5, 000 000 earned aneStment anome of 5327 oaQo, wh;ch was
Fund

year 1992, as .equ;*ed by sta:ute

e

. Pension Trust Funds - are used to'account for the assets, liabxl;ties and
fund balances held in trust’ for the Sta:é Employees' and Teachers"
Annuities Funds and the Pens;on Reserve Fund.

L

Agency Funds - are cus:od;al ln naturn (assets equal l;abxli:;es) and

not: anoxve measu.emen: of :He :esulﬁs of“dparatxons. ..
. IR
J‘* 4

Account*Grauga - e

i %fﬂfdm fr"”

Account Groups escabl;sh control and acgpuntabil ty over the
“Commonwealth's general’ f'xed assets an \16nq carm obl;gat;ons, pr.marx‘y
;ts bonded dubt. A ';f 5 :

General Fixed Asserts Account: G:ouns"is‘hsad to account for the gene*a’

fixed asseta of che Commonwealth.

: T G¥ Hxau w0 R - '{;

-General'Long-term oblzgations Accouﬁt dtoﬁg - is ugsad to account far
' long-term bonds and notes payable as well as obl;gat;ons undar
lease/purcha:n agreaments.x i

r:fdiaﬁ e

" BN
.r.,\ L

Non-appropriated Higher: ‘ducatxon‘*un q S .

The non-appropriated funds of the cammonwealtﬁ s public lnstitutions of
highar. education have bean recorded as a separate fund type which
combines a variaty of statutory basxs fxnanc al activities to _report in
compliance with s-c.ion 339 of chanter lJB Acts of 1991, Fxscal year
1991 amounts have not been restated‘to includo non-annroprxa:ad higher
education actlvxty The actlv;c'as " of” tha Unxversity Sf Massachusetts
Medical schoel - Group Practice Plan have baen excluded from the fund
type bacauso they do not ropresen: a hthnr education ac:;vity
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:cenrcrmrry with GAAP.

.equxvalenra of its Governmencal and 'Lduc‘ery Funds., Cesh equlvalenre
‘consist of short- -tarm investments which are stated at ccsr. Inreresc

COMFON'WEAJ.""‘I OF ‘I.ASSAC“US =TTS

NOTES TO COMBINED FINANCIAL™ STATEuEuTS - snr'.:":oar BASIS

FISCAL YEAR ETNDED SUWE 30, 1992 °

{Continued)

Stactutory basis_of accounting -

The Scatutory Basis FLnanc;el Report is nrepar-d "cm the commonweal:h s
books and records and other ‘official rnncr:s which are marn'a; ed .oen the
basis of acsounting used in the preparation of rhe cOmmcnwealch -] legal‘y
adopted annual budget (statutory basis). The statutory basis emphagizas
accountabilizy and the tudgecary ccncrol of apnroprletions, and the
Statutory Basis Fipancial Report is not intended to présent the =
Commonwealth's financial condition and reeu‘ts of operations . in.

Revenues are generally reccanzed when cesh 15 'ecelved Hobever;: .
revenuesa racsivablé for Eederel grants and’ re;mbureements are reccgn*zerl
when related expenditures arae incurred, and. emcunrs due frcm cer-a;n
political subdivisions of the commonweal*h are 'eccgnized when ‘considerad
measurable and available at year end. GAAP raquires that revenuee be -
recognized when measurable and available. '

Expendi tures generally are recorded when the related caeh diebursement
occurs. At year end, payrcll is acerued and payables ars recognized, to
the extent of approved encumbrances, for goods or sarvices raceived by
June 30, Costs incurred under the federally- sponsored Hedicard program
amounts required to settle claims and Judqmenca aga;nst the. cammonwea.-ﬁ.
and certain crher liab;litxe& are not recoqnxzed un:;l rhey are .
encumbered or otherwise processed for payment.; Under GAAP, liabilrc.es
are receqn;zed to the extent of coscs incurred wzthout 'egard to, _”
starucery encumbrance lxmetatrcns.

The ecccuntrng ‘policiss followed in preper;nq rhe eccompeny ng combined
financial statements - statutory basis are described as follows.

£ [

ceeh end‘enort-te investments and ‘nvestﬁencEf-

The commonweelth follews the prac*ice of pcolrnq the cash end cesh

earnad on pooled cash is allocatad to the General Fund and Expendable'
Trust Funds and to cartain special Revenus Funds when so dLrecced by lew.
Investments of the Pension Trust Funds are stated at market. Other
xnvescmence are stated at cost. '
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; ac"oun"s

from fedaral goverﬂment.‘

-General f‘xad’assets

) donatxon.

COMMONWEAZLTY OF MASSACHUSETT

WOTES TO COMBIMNED ?IﬂANC AL S”A*'“'““S = S“A""*ORV EASIS

_,\.‘

FISCAL YEAR :HDED JUNE:lo. 1992

tC9n=%n99¢1

Summary of Significan% Ac”our_- nq Pollc:es rcontznued:

aacexvablas are staced net o: estxmated allowances for uncollactible o
i Ra;nbuzsements due to Ehe Commonhealth for its ﬂxpendxcurns on
federally-funded rexmbursement and grann programs ara renortad as "Due

The commonueal h perxodlcally pra%ides hork-nq capxnal advancas to the
Massachusetts Bay Transportation Author;ty (MBTA) to fund its net cost of
service. A portion of these advances is financed by saleas of short-term
notes which ara repaxd thrcugh subsaquen% appronrzaczons by the ‘
Leg-sla:ur- and assessments :o cx%1' -
shares of che HBTA 3 not cus: of

Invencories -

Purchages of materials and supplies are 'ecorded as axpend;tures.q Vo
anentorxes are raported on uhe s;atutory bas;s ’

ARV . . e

S B C T R K -

" General’ fixed asset’ acquisxt ons~are 'ecpr ed as expenditures in the

Governmental:Fund Type and” Expendable T:uatrFunds._ hey are also
:athaleed in the General FLxed Asse:s'Ac cunt Group in the jear of
purchase. Gereral fixed assets” are capL:a -zed at h;stcr;cal cost, or at
estimated historical cost if aczual his¥oris al cost is not available.’
Donated fixed asse:s ara racorded at farr market value at tha t;me of

. l,h".. R

YEoLY FRRE VoA LERG Yooh oty . R A

The Commonwealth capitalizes all lard ] "apxtallzes buildings and
aquipment, including computez: so:tdar-' wa:h coats inh’ axcess-of fx‘taen
thousand dollars at the dace of acquxsx:;oﬂ and with expected useful
lxvea grnntor chan ona year. Inf*asc“-c_ £e (roads; brLdQes;,tunnels,

’ ' -Eb;talized No dGPIQCLat101

Ipterfund'tzagshctipns ;1

Ly .
During the course of its cperations. (2 c=mmonwealth -ecords
transactions between funds and/or between d=par:ments. on the statutory
basis, =zransactions between Governmenta. and Fiduciary Fund Types are

Exhibit B-16;




COMMONWEALTH OF MASSACHYUSETTS

NOTZS TO COMBIMNED FINANCZAL STATEZMENTS. - STATYTORY BASIS

FISCAL YEAR ENDED JUNE. 30, 1992
L e

(Continued)
summary of Signifizant Accounting Polizies fContinuedy:"
Interiund trapsacstions (eontinued) -

recorded as adjustments to the fundsﬁscash_ac;ounta, A3 a resguls, a fund
may repore a qéficiency in cash and short-term investments, . Transactions
of a buyer/seller natura baetween departments within a fund are not
eliminated. GAAP requires that such transact=ions within a fund be
eliminated. . : o

‘Risk financing =~

The cémmépygalth does not insure for workers ' compensation, casualty,
,.theft, cor: claims and other lossss, and such liabilities ara.not.
recognized on ché'é;atuto;y‘basis.un:;l:aggumbgred and/or processed. for
payment. For workers:' compensation, the Commonwealth assumes the full
risk of claims filed under a program managed by the Public Employee
Retirement Administration. For personal injury or property. damages,
Chapter 258 of the Massachusetts General Laws limits the riak asoumed by
the commonwealth to $100,000 per occurrence, in most.circumstances. Tha
Group Insurance commission administers contributory health care and other
insurance programs for the Commonwealnh's,employegguandﬂrétireq;.

Eaxcumbrances - ceo L : - C o

Encumbrance accounting is utilized in the Governmental.Fund Types as a
significant aspect of budgetary control. .The full amounts of purchase
orders, contracts and other commitments of appropriated resources are
encumberad and recorded as deductions from appropriations prior to actual
- expenditure, ensuring that such commitments do not excaed appropriations.
' Encumbrances outstanding at year end for goods or services received on or
‘befors June 30 are reportad as statutory basia liabllities and .
expenditures; excess encumbrances are lapsed. . . S

Fzinge beanefit cost recovery - . - o o
The Commonwealth appropriatas and pays the fringe benefit costs of its
employess and retirees through the General Fund and 4 budgeted Special
Revenue Fund. Thess fringe benefits include the costs of employees’
health ihsurahco}_pi_gibns,,unemployment compensation, and other costs
necessary to support the state work forse. As directed by chapter 29,
Sections 5D and 6B({f) of the Massachusetts General Laws, thess costs acs
assessed to other funds based on their payroll costs, net.of credits for
direct payments. Since these fringe benefit coats are nor separately
appropriated or otherwise provided for in thase funds, the required
4ssessment creates -unfavorable budget varjances at year end.
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COMMONWEALTH OF MASSACHUSETTS

HOTES . TO ZOMBIMED f TINANCTAL. STAT"F.EN"‘S - STATUTORY . SASIS

TISCAL YEAR INDED JUNE 30, 1992

(Continued)

summary of Significant Accounting Policiss- (Copzisued):

comeensated absences -

Employees ars granted vacation’ and szck leave in varying amounts based on
" collective bargzaining agreements’ and’ ‘state’ laws. Upon retirement,
terminacion orf death, earsain’ employees are compensatsed for unusad
vacation and sick leave (subject %o ‘Cers ain limitations) at theisx
then-current rate of pay. Vacation and sick leave are recorded as
expenditures when paid. '

Chaptar 499, Acts of 199}, d_rected that state employeas be rspaid,

dur

ing fiscal-year 1992, for the’ effect of a fu:lough program which had

reducad payrell expendl.uree Ln flscal year 1991, These furlough-related

compensat-on paymerts have been recorde
year 1992, w

Fund-balences'-

d_as expenditt-es durlng flsca'

B Dy . "

In the Governmental Fund Typee,*fund balances arms reported as ‘reserved
whiere legally resctric=ed for a’ SPQCLELC future usa. Otherwlse[ these
balances' are considerad unreserved.™n™ 7 ’ : :

Tund balance has baeen reserved as follows:

"Reéserved for continuing appropr at-ons" - identifies" unexpended
ameunts in appropriations whlch the Leqlslature has - speoxflcally

' author'zed %o be oar*ted xnto the next flscal year

Sl L Ve P

‘"Resarved for stablllzetlon' - ldentifles amounts set aside aooording

to sSection 5¢C of chapter 29" 'af tha- Heeeachueetts General Laws, which
limits to 0.5% of tax collectioerns the amount of undeslgnnted fund
balance in the Genaral, Highway, “and " Local Aid Funds that can bae
carried forward to the next fiscal year. any amount in excess of
that limic is transferred to the Commonueelth stabilization Fund,
from which epproprlations may be made tor purposes speclfxed in the
law.

s
G

-

"Reserved for dabt service" - identllles amounts hald by fiscal

" agents to fund future debt servxce obllgatlone pertaining to the

commonwealth F:scel Recovery Lonn ACt ot 1990.

"Resarved for unemployment benetits" - idantzzles amounts to finarce

the unemployment compensatlon SYSﬂem-ﬂj”“ _ \

Sl
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COHMONWEALT™Y NF MASSACHUSET™S
e L SASSACHUSETTS

FISCAL YEAR ENDED " JUNE 39, 1992

{Continued) -

2. Summary of sicnificant Acsountiag Policies (Cantinued): )

Fund halancas fcontinued; -
~20C Ja ance

"Reserved for pension benefizg~ --identifies amounts invested ro
finance %he Commonwealth's public employee retirament systems.

Unreserved fund balance is segregated into two components:

‘"besignated for Ipecific purposa” - identifies all unreserved fund
"balances for which the Legislazure or Executive has‘evidencgd an
intantion to restrict for a specific purpasa.- ’ :

'Undesignated” - consises of cumulative surpluses or deficits of the
Goveramental Fund 7¥Ypes not otherwise designaced.

Dotal eslumpnse - memorandum only -

Total and subtotal columns -on the combined financial statements - . . -
Statutory basis are captioned *Memorandum Only".to_indicato‘tha: they are
prasgnted,only-to-facilitate financial analysis. Dpaca in these columns
dOenotsprasenc‘consolidacad financial'posi:ion, results of aperations or
‘changes in £inancial iposition. Intarfund sliminacions -have not bean made
~-in the aggregation of this.data, - R L SRR

‘Reclassificarions -

Cartain reclassifications have been made .to the 1591 balances ta conform
to the pPresentation - used in 19932, Also, caertain fiscal year 199} :
transactions related to the financing of-statutorily-defined fiscal year
1990 deficies: in the Gensral and Local Aid Funds, through the sale of -
dedicated income tax bonds in.the Commonwealth Fiscal Recovery Fund, have
been eliminated to facilitarte comparison between ysars.

In fiscal year 1992, the Commonwealzh Stabilization, Intragovernmental
Service, Maximization and Commonwealth Fiscal Recovery.Funds have been
-3agregated: from the General Fund accounts and reclassified as Budgetad
Special Revenye Funds. - This reclassification was made to raflac:t the -
intent of the Legiaslature in e@stablishing these statutory funds.
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COMMONWEALTY OF MASSACHUSETTS

NOTZIS TO COMBINED FIMANCIAL STATEMENTS - STATUTORY 3ASIS

FISCAL YEARENDED: JUNE-30, 1992

(Continued)

2. summary of Significant Acceunting Palicies (Contizued):

Reglassifications (continued) -

The effect of this reclassification is-as follows (amounts in =housands):

h '
P

. . Special
S rEian e General’ Revanue
] T Fund Fund
Fund balances: Co N AT . : :
As previously reported - . s, .. : 5174,098 $207,846
Reclassification of funds- 7oy 0000 _{69,986) 69,986
"Fund- balances as rastated .- ool o R oo §104,112 - §277,632

3. Budgetary control:
Chaptar 298 of the Massachusetts:General-Laws raquires.that a balanced
budget be approved by the Governor-and:the’Legislatura. - The Gavernor -
presants an annual budget to the Legislacure. which includes estimates of
" ravenues, expenditures and other;financing: sources and usaes-anticipated
‘during: the coming fiscal year.. - The- Laglalature, which has full authoricy
to amend the budget, adopts an expenditure: budget by appropriating meonies
in an annual appropriation act.

For fiscal year 1992, the Legislature also included the estimates of.
revenue and other financing sources upen which the expenditure budget was
based. Subsequent te. June 30, 1992, thelLeagislature enacted, as part of
Chaptar 153, Acts of 1992, a provision.which rsquires that the general:
appropriation act includs a ravenue budget to show the estimates of '
amounts expected to be available. to finance’ appropriated axpenditures.
Before signing the appropriation act, the Governor may veto or reduce any
item;, subject to legislative override. - Further changes to the budget
established. in the annual appropriation’act may be made via supplemantal
appropriation acts or other legislative-acts, These must also be signed
by the. Governar and are subject to' the 'line item vato. - .. -

The majority of the Commenwealth's appropriations are non-continuing

accounts which lapae at the end of each fiscal year. oOthers ars

continuing accounts for which the Legislature has authorized that an

unspent balance from the prior fiscal year be carried forward and made
available for current spending. In addition, the Legislature may direct

that cartain revenues he pretained and made avajilable for apending within \
an appropriation account.
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COMMONWEAT T OF MASSACHUSETTS

NOTES TO COMBIMED FINANCIAL STATEMONTS - STATUTORY 3ASTS

\ FISCAL YFAR ZNDED JUNE 30, 1992

(Continued)

3. Budgstary contral IContinued):

Gensrally, expendituras may not exceed the lavel of spending auzherized
for an appropriation account.. Certain interfund assessmencs to allocazs
fringe benefits and other costs, however, are mandated by Sections 50 and
6B(f) of chapter 29 of the Massachusetzs General Laws. These allocat:osns
are not itemized in the appropriation process and are not separataly
budgeted. -

The original fiscal year 1992 appropriation act was Chapter 118, Acts of
1991, which authorized $12,172,574,000 in direct appropriations,
$631,378,000 in authorizations =a retain and -expend cerzain non-tax
ravenues and §67,325,000 of intaragency chargebacks. - Chapter 138
included projecticns of $8,291,500,000 in rax Tevenues and approximately
.$4,696,000,000 in non-tax.revenuas.,-with-:hese”revenues-(exclusive of
chargebackQ)_projec:ed to total approximately $12,987,400,000, and wizh
unresarved balances of - approximately $58,051,000 carried forward fxom -
fiscal year 1991, the budget as presented in this original appropriation
Act was considered to be in balancae. : s oo

During fiscal year 1992, the Lagislature also passed and the Gevarnor
signed, wizh some modification threugh ¥eto, Chaptera 176, 255, 107, 453,
495, and 499, Acts. of 1991, and chapters 3, 23, 41 and £9; Acts of 1992,
which included. numerous supplemental budgetary appropriations. These
tatalad_approximacaly $769,032,000 in direct appropriations and
$31,800,000 in additional retained revenue authorizations.

Subsequent to June 30, 1992, the Legisiaszure passed and the Governor.
signed with modification through vete, Chapter 153, Acts of 19892, which
includud_approxima:ely $141,545,000 in additional -supplemental :
appropriations., Through override of the Goveznor's vetos, the
Lagislaturs also subsequently increasaed apprepriations by approximacely
$76,004,000. These actions raisad *he t2tal of appropriations and
retained revenue authorizations to apprax.macely §13,891,658,000,
Appropriations continued from fiscal ¥ear 1991 totalaed approximataly
§108,759,000, and certain intrafund ard intsrfund transfers, directed by
statute, totaled approximately $2.0,392,21199.

Because a practice of legally zequired and updated ravenuas budgets was
not in place for fiscal year 1992, the favanue projections included in
the original appropriation act ars usaed 43 the budgetad revenues in the
combined budget and actual statement. As a result, the comparisen of the
initial revenus budget to the subsequent, and often modified, expanditurs
budget can be misleading. Revenue buzgecs are a legal requirement in
fiscal year 19%2.
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FTSCAL YTAR. IMDED- CUME 30, 1992 .

{Cantinued)

Budgerary Cantral (Czatianued): .

The enacting or supplemental legislation’'determines the' budgeted fund or

.funds to which the appropriation is assigned. ' If no Special Reverue Fund
- is speeified, the appropriation is‘conaidered part of'the General Fund.

For these budgeted funds, the combined fihancial ‘statements-~ statusory
basis-include a combined budget and actual statement. - ' - ¥

The budgeted Special Revenue Funds are the Highway ’und, Local ALd Fund,

‘commonwedlth Stabilization ='uncl,.s<:ar‘..a.1."| administrative contrzol funds '

{Intragovernmental Service, Maximization and- Commonwealth Fiscal
Recovery) several environmental"funds (Nacural Heritage and Endangerad
Species, Mosquito and Greenhead fly cont®sl, Inland FisheTies ard Game,
Environmental challenge, Toxics. Uss' Rédiction,- Clean Environment,
Environmental Permitting and Cempliance! Assurance, Underjyround Storage
Tank Petroleum Produst Cleanup, Environmental Law Enforcement, Publ;c :
Access, -Harbors ‘and Ianland Waters Mainteanance,. Marine Flsheries,
watershed Management and Low Level'Radiocactive waste Funds), and virious
other funds (Anti-Trust Law Enforcamnnt,-victim and Witness Assistance,
Intercity Bus capital Assistance, State .Transportation Building,
st.aninld ‘Transpeortation Buildingj;- Massachusetts Housing partnership,
Motorcycls safety, Re-Employmen: and’ Job Placement, Trust Fund for’ che
Head Injury Treatnment Services, Hassachusetts»TourLsm, Health Cars Access
and Ponkapoag Recreatiénal Funds). -The child Care Affordability
Scholarship Assistance Fund was establi shed” as a budgeted fund in fisca:i
1991 but has had no appropriationd- or-revenues. B

The office of the: Comptroller has che'responsibility to ensure that
budgetary ‘control is maintained on-an’individual appropriation accounz
basis. Encumbrancas or expend;tur-s will not be approvéed by the- -~
Comptroller if they axceed the account’s. total spending authorization.:
In the combined budget and actual statement, the expenditure budqec
amounts. rapr.sont this total spend‘nq authoritj . v
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FISCAL YTAR ESNDED CUNE 30, 1992

(canciﬁued)'

Depgsits and Investments: - s .

The Commonwealth maintains a cash and short-term anes:mant ool t1ac is
available for use by all funds. Each fund type's net equity in :th peol
is displayed on the combined balance sheet as eizher "Cash ard shor*-:n—m
investments" or "Defici ency in cash and short-term’ investmencts". The
investments of the Penaion Trust Funds are held and managed Ln sena—a:s
and pocoled trusts.

The Office of the Treasurer and Receiver-General (the Treasury) manages
the Commonwealth's short-term investment pool. Statiutes authorLzaf
anESh“EnC in obligatisns of the U.s, Treasury, authcrxzad bonds of all
states, banker's acceptancea, certificates of daposxt, éommercial paper
rated wizhin the three highest classifications established by Standard &
Poor's Corpeoration and Moody's Commerzial Paper Record and renu-:ﬁase
aqrsements that any of these obligations secure. such anestnents are
ried at cost, which approximnates marksct. o b
The pooled cash and short-term investments at June 30, 1992, are as
follows (amounts in thousands): :

Carzying

. Ua‘ue
Cash | | " s 248,510
wCertificates of deposit g

248,520

Shor.-term investments: _ . ,

U.s. Tréasury obligations’ ' ' : ‘ 1,012
_ Commercial paper . L ' ' °75,289
Short-term investment pool. - © 316, 132

Repurchase agreemanta 634,000

‘11,026, 433

Total . B A f$1,274,98%°
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(continued) .,

Deposits and Iavestments i(Csosntinued):

The ?on:;on Trust Funds have anested a i;gnxf&canc portion of thel

'por:fol-os ‘in two pooled TTusgs wh;.z account_fon ,their operati ons in a
f‘manner sxmxlar co a mutual und._ The t:uscs ‘are parm;ttad %o invest in

equity secu*;t;es,‘f xed income secu;i:;ﬂs, real estate and othnr .
alterﬂat-vo anes:ments. Thesa xnvestmen:s aro car'Led at markat value,
At June 10, 1992, thay are as follows (amounts ‘in chousandS)-

Invastments-" . 5 ‘ L
~"squ4.cy secu-:.ti.es e $4,091,470
u.s, T:nasu-y obl;gatxons ffﬁjﬂ 487,404
Fond -ncomo secu:itios ' ‘ . .. 3 554,494
" Real“estate, o e T 445,431
CQmma:czal paper L 159,343
Repurchaseé aqz reements ) T 200,000
Méney marKet investments 0 TUNTUUV T , . , 292,077
Alternative investments ST . 386,189
°t§ﬁ’;:h AT B T v ol ot ST I ——232*222

) Sepr e . o C
subtetal teme 9,846,715

Neﬁ.ooo-nvestmont assets and liabilities
“of” poolod crusts - i 52,34
LY S ' .

Total ‘ e 59,899,529

Shor==term Financing and Credit Agreements:

Section 47 of chapter 29 of the Hassachusetts General Laws authorxzos tha
Treasurer to igsue tamperary notes in annlc‘pation of revenue .or bond
!-aanczng ‘When this short-term debt does not meet long-tarm refinancing
c-L.arLa, it ia elassified among fund Labxixtles

Ganeral-rund -

As. authorized by Chapter 161A of the Massachusetts General Laws, the
commonwedlth issues short-term notes to finance working capital advances
from the Treasury to the MBTA. The Commonwealth retires these notes
through subsequent appropriations and assessments to cities and towns.
The notes outstanding at June 30, 1992, totaled $240,000,000, with an
interest rate of 3.40%. They mature in January 1993,
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NOTES 70 COMBINED FTIMANCIAL STATEMENTS _ STATUTORY 3ASTS

FISCAL YEAR TUDED JUNE 30, 1992

(Con:inue&)

shorz-term Finarcing and Cradis Ag=eemants 1Conzinued):

General rund (continuad

Tha balance of ocher':evenue ant;cxpat-on notes ouhs.and'nq'--uc'ua:es
duri ng the Ziscal year but must be reduced to.zZero at June 30, Ddur:in
fiscal year 1992, amoun:s outstand ng ranged from zero to SGJS 000,000.
Such. borrowings 4ere sub]ect te a guarantee of up to §1,200, 000,000
chrcugh a lat ter of c:est agreement. .

Capizal Pzoiects Fundsg -

The Commorwealth has issued five- -year tarm minibonds, which are
redeemable upon demand, to finance ics capital projects. ‘At June 10,
1992, m_"-bonds outSuandLng in.the Ca:L'al Projects Funds totaled
$110,533, 000 thh interest, rates ranging from 4.85% %0 9.7%.

"The cammonwaalth may issue bond an:ic'pat on natas to tamporar ly fiﬁanc-
ics can;tal . pres e:ts. . Such notes outstanding at June 30, 1992, which
_tonaled SSO 200,000, were refinanced on the first day of fiscal year
1993 chvaugh the’ issuance of general obllgation bonds. .To reflact the
meac-'of this rsf;nanc-ng subsequenn to the fiscal yaa: end, the.notes
have been 'eclaasx‘xed for reaporsiing nu-po;e;, gsw;gpg—;efm debt.

Let:erlo? E:adit'iéréements;-' S _ e e

Dur-nqrfxscal year 1992, ‘the Cammonwealth ma;nta;ned a letta- of C"ad.u
agreement with a group of banks to borrow up %o $1,200, 000,000 as a
combinacion of advancas and guarantees of shorn -term borrowing through.
the .issuance of commanwealth commercial paper._ No advances were drawn
dur.ng the fxscal year ended June 30, 1992, or subsequent therato "he
guarancee featura was util;zad extﬂnsively, and ralated feas :otaled
‘approximately $2,026, 000. This letter of c-edxt agraament expirad ~
September 30, 1992, -

Subsequ-ntly, the commonwealth has en:erad ince separate credit
_agreements uxth several banks to provxda ‘comparabls c-edic ‘and l‘quidl'y
suppor: for its commercial paper program to a tatal principal amount of
§700,000,000. These agreements expira Octobar 29, 1993 through
sap;encer 30, 1994. The average costs are approximately 0.3% on

unutilized amounts and approximately 0.4% on utilized amounts.
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(Continued)

[

The Commonwealth maintained a revolving lrne of credit agreement with a
bank through June 30, 1992, in the’ emount "of $150,000,500. Under thi
agreement, interest was char,ed at che lesser of the fedaral funds race
plus 1.5%, or prime, with commltmenc fees payable quarcerly on the excess
of the commitment amount over thé avnrage daily outstanding prinei ipal
amount drawn, This line of cradit agreéemeht was not utilized during
fiscal year 1992; commitment fees tataled $575,000.

6. Long-farm Sonds:

Under thae constitution of the cdmhoﬁwéel.h af Massac“usetts, the
Commenwealth may ‘berrow money {3} for deferse, or in anticipation of
receipts from taxes or other sources, any such loan to be paid out of the
revenue of the year in whxch ‘tha” loan is made,lor {b) by’ a two- thl--s
vote of the members of each house “of" :he eqlsletere present and voti nq
therson. The Constitution further prov.des that bSorrowved money shall neo
be expended for any other purpase than that for wn;ch ic waelbor:awed ar
for the raeduction or dLscharqe of the prin .pel of the loan. In
addision, the’commonwealth may give, loan or pledge its crediz by a
two-thirds vote of the members of cach house of the Legislature prasent
and voting thereon, but such cradit may nct in any manner be given or-
loaned to or in aid of any individual, or of any private aesocratron, or
of any cor:oratron wh;ch is pr;vate-y c>wr~.ef'l o. managed. i :

The cammonwealth has waived its soverean -mmun;ty and consented to be
sued’ on’ contractual obllgatxons,_inc--d-uq bonds and notes issued by it
and all claims with’ respact thereca "oueve:, the' property of the
CQmmonwealth is not ‘subject to’ at:ach—en"or levy to pay a judgment, and
the satisfaction of any judgmen= generally reguires legislative
appropriation. Enforcement of a claia fsr '“e payment of principal or
interest on bonds and notes of. the Commcnwealth may also be subject to
the prov;exons of federal or commonwea--1 s-atutee, if any, enac ed to
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i FISCAL YSAR EMDED JUNE 10, 1992

{Continued)

As- of -June 3¢, 1992, ‘the Commonwealth had three “Ypes of bonds -
outstanding: . general obligation bonds, ‘dedicated %acome tax Sonds, and
special obligation bonds. The general obligation bénds are authorized
and issued primarily to provide funds for state-ownad capitél-projec:a
and local government improvements. They ars backed by the full faith and
credit of the Commonwealth and paid from :the Governmental.Funds,-<in which
debt gservice principal and fnaterest payments are appropriatadl- - Section
49 of chaprter 29 of the Massachusetts General Laws provides for tha
allocation of hond proceeds to these authorizations in arrears, as
expenditures are made, unless the proceeds are allocated-at the time of
issuance. L

"DPedicated income :ax bonds were issued)du:ingufiscal.yearﬁ1991,.as
authorized by Chapter 151, Acts of 1990, to finance the combined net
undesignated fund deficit in the General and Local Aid Funds-at’ June 30,
1990. These bonds are designaced Fiscal Recovery Loan, AcT of 1990..
They are general obligations of the Commonwealth additionally secured by
the pledge of certain dedicatad income tax revenuaes and the investment
earnings thareon.: T S : R

During fiscal year 1992, the Commonwealth issued spacial eobligartion
revenue bonds as authorized under Section 20 aof Chaprter 29 of the -

Massachusetts General Laws.  Such bonds may be saecured by all or a °

portion of revenuas creditaed to the Highway Fund and ‘are not general

obligations of the Commonwealth. Chapter 33, Acts of 1991, authorized
the issuance.of -such spacial obligation bonds in an‘-aggreqate amount not

Lo exceed §1,125,000,000, in fiscal yeoars 1992 cthrough-1994. -The - .

Commonwealth issued $103,770,000 of such bonds during fiscal year 1992,
sacured by ‘a pledge of 2 cents of the 2l-cent motor fusl excise ‘tax

collected on gasoline, effective July 1, 1992,

v

For financial reporting purposes, long-term bonds are carriad at their
face_ amount, which includes discount and.any issuance costs financed.

The butstanding amount represents the total principal tc be repaid; for
capital appreciation bonds, it represents tocal principal and interest =2
be rapaid. when short-term debt has been refinancaed on a long-term bas:s
it is reported as-outstanding at its face amount.
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Long~tarm 3onds i(Continued):

The amount of

IA\IC'AL STAT

ZMENTS =~

STA

1992

{Continued)

only

T:TORY BASCS

bonds autherizad but unissued is measured in agccordance

with the statutory basis of accounting. The net proceeds of bonds

{exclusive.  of discount and costs oE issuance} are deducted from the zotal

authorizad by the Leq;slacur

=y

General and sﬁécial oblléacion loﬁé- tarm bénds outstanding ind bonds

autherized-unissued at June J0,

thousands):

!.992,

..

are as ‘ollows {amounts in -

3 BN Authori1zed

Sutstanding suniysied

Intersst Maturity
Purpose Amount . - rates %) dates Amount.
daficit Reducrion: : SRy L L . ) ;
Fiscal Recavery. 31,266,090 7.00 to 7.425 1993 - 1997 . " 5 57 274
; @l T ’ I '

Capital Projects: S FLCHEI TP . "
General, 5.145,054°  1.00 to 12.00 1993, - 2013 . - 2,545,155
Highway 1.826.202 © 1.00 to 11.7% 1993 - 2013 1,507,214
Local and. . 765,276 .:5.00t0 9.25 - 1993 - 012 . 2,220.189
State Recreation Areas 43,363 -,1,00 to 12.00 . 1993 - 2012 - 16,924
Hetropolitan Yater District 59,552 . - 0110 to 12.00 - 1993 = 2025 . S
Hetropolictan-f#arks Gistrict 56,1760 1,00 to 12.00 1993 - 214 26,580

Retropalitan Sewerage Oistricr - 53.103 0.10 to 10.20 1993 - 2019 b
Environmental Challenge -20,239- - 640_'!0 9.25 1993 - 2012 -~ . .. 20
Government Land Bank - - 16,4897  1.00 to 14.23 1993 - 210 - »omx 2,981
Federally Assisted Housing 8,268 o 5140070, 9.43 1993 . 2003 i 2,265
Intercity Bus Capital Assistance 420 - 6.30:c0 9.25 1993 - 20010~ 18;148
Cagital Projects Bonds LC@_E_U 5.336, 583
Total 39244, cso . $6.393 332

EE

O
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(Continued)

Changes in long-term Sonds outstanding and bonds authorized-unissued for
- tha year 9nded June 30, 1992, ars as fol‘ows (amoun-s in :Housands;

Bonds Author | ted
outstanding sunislued

Balance. Jul, 1, 1991 ' | 48,580,339 4,937,304
General and 1pectal sbLigation bonds: ’ ' -
Princlnul Les: discount and issusnce costs S ?70.6i8 (?70:663)
piscount and issuance costs : 28.972
Gensral ooligation refunding bonds:
Principal less discount and issuance costs §74,343
Discount snd issuance costs T 101,981 ;
Bonds recired ‘ (842,029) X )
Increase 1n bonds authorized ' L 2,342,182
Exmr:non of autherizations . - (84.800)
Short-term notes meeting long-term o . _' e S f'
clasiification criteria _ 50,200 150,200y "
Gatance, June 30, 1992 o 139,286 630 36,363,832

At June 30, 1992, debt service raqux*sments tc maturxty for pri HCLpal
(anludxng discount, capical appreciation and issuance ccs.s) and
intersat are As follows {amounts in thousands).

Year ending June 30 o PrincigaL ’ : Interaic Total

A998 T 423,158 & 33,863 31,158,021

L1 _ 594,095 304,502 1,098,597
1995 817,429 42,977 " 1,080,406 ’

1996 " 613,296 424,309 1,037,405

1997 C B14,350 380, 321 1,194,671

1998 and thereafter 4,002,102 2,498,372  _8,500.&7

Total . 9,266,430  32,.803,3i¢ 314,089,774

In connectian with the i.ssuaﬁc‘e' of bonds and notes, the camonw.ait:h's
fiscal year 1992 costs for lagal counsel and undarwriting faes wers
approximataly 51,081,000 and $12,323,000, reapectivaly.
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(cont Lhdady

6. Long-term 3ords (Conrinued):

subsaquen:::o ,ure 30 1992, the COmmonweal*H r-f_nanced ou.s»ard-rg bond |
antic.pation ngetes totaling 550 240,000 through the issuance of .
approx-nataly 552 000,000, including discount, of general obligarion
bends, with Ln'erest rates ranging from §.25% to 6,5%, These bond
anticipation notes are Teportad as long-term obligationa outstanding ac
Jupe 10, 1992. The Commonwealth has also issued $425,535,000 in .general
obligation refunding bonds, authorized by Saction SJA of chaotar 29 of
the Massachusects Ganeral Laws, ang 5200 000 000" in general :bl-gat-on
bonds, wish interesct :ates ranging from 2.9% :a S. 25% and 3 Si o 8%,
respectively.

Ph [ERYRY R AT b

S ] TR T A LN

Advance yefundings and'ddfeased bonds o

As autherized by Section 53A of Chaptar 29 of the Hassachusat:s General
Laws, and by Sec:ion 5 of chapter 5, Acts of 1991, the Commonweal

advance refunded cartain general obliqatlon and dedlcatad income tax
bonds through the issuance of $599,118, 211"of qeneral obligatzan ’
refunding bonds" durlng fiscal year 1992. Proceeds totaling appraxxnataly
§571,966, 000 ware usod to pu:chase U.5. Government securities which, with
a cash Hebosit of $2, 347 000, wera depositad in Lr:evocable ‘Crusts with
an escrow agent to provide for all future debt service payments of the
refunded. bonds As a result, the rafunded bonds ars consldersd to be
defeased and the lzabLlthes tﬁereéggﬂ Oa been rﬂmovsd from tHe General
Long—term obl.qanlons Acccunt Gropn.f As*a result of these advance  _'
refundings, the Commonwealth’ an'easad its” agqreqate 'debt sarvice "
payments by approximately §$280,884, 000 ,over the naxt 20 years and
incurred an economic loss (the ‘differance ‘batwean ‘the present values of
the debt service payments of the rafunded and refunding bonds) of
approximately 512 15, 000, At June 30, 1992 approximacely $288,000,000
of the bonds so rafunded rema;n outstand;ng and are cons;dered defaasad.

In prior year:, the commonwealth als% defeased cersain gene*al obl;qat'on
and other bonds by placxng the proceeds"wf refund;ng bonds in irrevccable
trusts to provide for all future debt” service payments on the refunded
bonds. Accordingly, the trust account assets and the liabilities for the
defaased bonds are-not inc¢luded in théufxnancxal statements, At June 10,
1992, approximataly 51,283,000,000 of bonds ocutstanding from advance
refundings in prior fiscal years are g?ﬁi%@g;gd defeased.
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(Continued)

Long-term 9onds (Continued):

Stacutory debt Li it -
In fiscal 'years 1990 and 1991, section 60& of chapte" 29, of the
Massachusetzs General Laws was amended o escabl sh a limit on the amou
of direct dabt outstand;nq,'effec:;ve at the- beg-nnxrg of f£i acal year
1991, : By statutorily limiting tha Commonwealth's abi lity to issue direct
debt, these amendments provide a contrsl on annual capital spending. .The
fi:st-year limiz was $6,800,000,000, with an increase of 5% allowed in
each siccaéssive fi scal year. ' The direct debt limit for fiscal yéar 1992
was*-$7,140, ooo ooo o Lo

we IS .
For purposes of- decnrqu;qg complxance wich' the lxmxc d_rect debt LS
defined to include gensral obligatibn bonds and minibonds at the amount
of their original net proceeds., It exc.udes d’scaunt and issuance costs,
if any, financed by these bonds. It also s%cludes dedicated income tax
bonds issued under Chapter 151, Acts of 1990, speciil’ obligation bonds
issued under Section 20 of chapter 29, of the Massachusetts General Laws,
rafunded bonds, refund*ng bonds issued under Secsion 5 of Chapter S5, Aczs
of 1991, and bend ant-c.patzon notes. The 550,200,000 of bond
anticipation notes reported as long-term at June 30, 1992 are -also
excludad. outstandlng direct debt, as defined, totaled apurnxlmacelj
$5, 937 ado, 000 ac Juna 30 1992.

obligations under Léase and Leass/Purchase Agreemepnts:

In order to finance the acquisition of equipment, the Commonwealth has
entered into varlous Llease/purchase agreements, including tax-exempt
lease purchase (TELP) agreements, which are accounted for as capital
leases. These agreements are far var:izus zerms, and contain clauses
indicating that their continuation :s sub; “ect to appropriatian by cthe
Legislature.

A telecommunications system has been acguired for the Unjiversity of
Massachusetta (UMass) through a cap:tal lzase, The lease was financad,
under a trust agreement, through the :3suance of certificates of
participaction for approximately $18,73%,:33, which bear interest at an
average race of 7.38% and macure in varying semiannual installments
through 2000. Lease payments are funded from YUMass student fees and

approximate the trustee's payments to zert:ficate holders.
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(continued)

7. obligations under rease and Lease/Purchase Aq-eements (Continued)

At June 30, 1992, the Commonwealth's aggregate outstanding liabilis:
under capital leases, the presant value of the net minimum lease

payments, totals $&8, 209,000. This liab;li ty is reportnd in the General: _ *
Long-term obl-gat ons Account Group., Equ;pment acqu;red under cap;tal
lenscs and included in the Ganeral rxxed Assa:s Account Group totalad
approx.ma:aly $107,669, 000.. e e L

The commonweal.h leases :eal prcperty'gnd equ;pment under numerous"
operating lease agreements for varying terms. These agreements_cnntqin
clauses which indicate that their continuatien is subject.ta’
appropriatien by the Legxslaturl. Rental expense for the fLscal year

ended June 30, 1992 was approxxmately 590 298, 000. .

The fol‘owxng ig a schedule of futuze min;mum paymen:s under
nonfcaacq} abla laasas as of June 30, 1992 (amounts Ln thousands)-

NEE R
oL R

Canitll leasas . I ﬁératinﬁ

Year. _!r.\.dil;lg June 30 : _ P Connonwul.!h ) unus - Total Legses
1993 T ' s1e ars .} s sis” izi}izd, s 83,991
1594 ' 13,987 6,939 20,506 34,913
1995 6.4877 5,648 12,325 42,219
1996 . Lo L3876 aT97 . 8, 773 . 30,280
1997 - R SR W T S VCT ¢ S W13 |
1998 and thereafter . L, 2820, 10,293 . 713 85
Tocal o S LW T e85t 83210 s2131
Less: Amount representing interest M) (3,367) (13,001).

Prasent value of ainisum lease payments 137,503 $30,70: 348 209
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{Continued)
8. Individual Fund Deflcits:

The General Fund and cerctain Special Revenue and capital Projects Funds
included ‘in the comhined totals havn fund daeficits at June Jo,,1992 as
follows (amoun:s x.n thousands) ‘ ’

‘ 'Fur;d
General . ' ‘ : '$341,733

Budgeted Snecul levenue'

Eﬂvlrnrllentll. ) i . ) o .
" Challenge . ’ _ S 934
. Enwronmentlt Permittinq lﬂd Comlhnce Auurmce . . 3,653
'-luersned mnage-ent o 7 ) o T g e

. other . S t _ ,f.- . " . . - l. .
" AAtI-Truit Law Enforeement R .. T ' 930
victinm and vitness Assistance ' ‘ 1,595
In:a__rc_ity Bus ;anim Auilt_ance - ) o i . 8,485,

'

Nm-budge:ed Snem ll. Revmue.

a Othur ‘ o . oo
Governllen: Land Bank o i ) 18, ODB )
Federally’ Ats1atea Housing T o ' 8, l-Z?

Capital Projects:

General - 135,003

Local Aig: T v
Comaunity Develooment Action dran:s . . B |+
Lockin Facilities Improvements . _ S T e
vater. Fnllut‘lon Control ) . o LU

Other:’ o o L o
Scate lecrnnon Aren T T : ' ‘ 3,30
Mtrnnol.itln Parks T ST, . e
gavironmencal Challenge = o ‘ A |
Total .. ) . . 3332 1467
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NOTES 7O COU.B"‘I"-'D -"‘lA"C-A.. S"".\':‘E!-'_‘-'H"'S STATVTORY 3AS:§5

ISCAL: ""'A.P SNDED .'.l'"l“ 30 11992 .

{Cont -nued)

in order to rnsolve the def-: ts in uhe budgefed ‘Ganeral and Sae,- i
Revenue Funds, the compt-oller has recommended the authorlzat-an of )
transfers from other budgeted funds with surplus balances or a plan of
fund consolidation. For the non-budgeted Special Revenue Funds, the
Comptrollexr has recommended similar budgetsd transfers to subsidize and
resolve the defici ts, or their consclidation into the budgeted ‘und
group. Such deficit resolution actions require Legislative action.

In the Capital Projects Funds, the recognition of minibonds as fund
liabilities accounts for $110,538,000 of the reported fund def-c--s The
remaining defizits to be financed, approxi imately $31,000, 000, reflec: the
time lag between capital expendliturss ahd the receipt or alloca:ion of
proceeds from the sale of relatesd bonds. During the fiscal year ended
June 30, 1992, the Commonwaalth cont;rued its pol;cy of -educ-nq the t:ime
elapsed between those events.

Chapter 219, Acta of 1991, also authorized new bonds to finance car=ain
of thase funds' deficits, extendad prior bond authorizations, and
corrected certain technical defacts within those bonds authorxza:;nns.
The eflect was to provide flnancing in a total amount of 5210, 000 000, of
which the Commonwealth issued approximately 5198 000 000 dur;ng fiscal
year 1992,

Medicaid costa:

The Commnnwealth provides madical care for low-xn:ame, elderly and other
residents who qualify for such assistance under the faderally—snonsored
Medical Assiatance Program, known as Medicaid. The Commenweal:h pays the
full cost of care and is reimbursed by the federal government for 50% of
that coat. For tha fiscal year ended June 30, 1992, the Ganeral Fund
includes approximately $2,818,000,000 in expendituras for Hedicald claims
processed for payment.

The combined financial statements - statutory basis ineclude Medicaid
c¢laims processed but unpaid at June 30, 1992, as accounts payable of
approximately $1J,872,000. In addition, the Commonwealth estimates

iva liability, as determined in accordance with generally accepted
aceounting pringiples at $967,000,000. This amount includes estimates of
both the cost of care provided as of June 30, 1992, for which claims hava
not been procsssed, and the coat asseciated with nursing home and
hospital rate settlements and other costs. Of this amount, 50% is-
expectad to be reimbursed by the federal government.
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COMMONWEALTH OF 'MASSACHUSETTS
NOTES TO COMBIMED FIMANCIAL STATEMENTS - STATUTORY .3ASTS -

FISCAL YTAR ENDED  JUNE 30, 1992

(Continuéd)

Retirsmen~ Svstems: T L UOE

The Commonwealth is responsible for the pension benefits of ‘Commonwealth
employees (members of the State Employees' Retirement System) and the
teachers of its 'cities, ‘towns, regional schéol” d;st*;cts and’ Qu;ncy
Junior College (membars of the Teachers: Retirement ‘System,: except -
for .teachers in the’ Boston public- schaols, whd are ‘menmbers of: tho .
State-Bostan’ Ra:;rement 'System but whose pens;ons ara also :hc A

- resgonsibillty ‘of the Commonwealth) :*'The ‘members of the re:xrement i

systems do not participate in the Social securizy-'system. fThe '~ ~ -

. Commonwealth has alsc assumed responsibility for payment of

cost-of-living adjustments (COLA) for the separate {non-teachety
ret-rement syscems of its c'ties, towns and count es.

"

Emplcyees of certain Lndenenden. author ties and agencies, such as the
MB8TA, and of counties, cities:and towns {other than teachers) are
coverad by separate retirsment systems. Also, certain commonwealth
smployees and current retirees employsd prisr to the-establishment of
the state Employees' Retirement system are" cover-d oh A "pay-as-you-go"
. b ool L 27

basis. BRSNS

\ i Lo e o R
Plan descriptions =-

State Employees' ReCirsment System (SZRS) is a single employer defined
benefit public employee retirsment system (PERS), covering substancially
all employees of the Commonwealth and cerczain employees of the

ey

independent authorities and agencies. SR

Teachers’ Ret;rement System (TRS) is an agent multiple employer defined

benafit PERS. The Commonwaealth is a non-employer contributer and is
responsible for all contributions and future benefic’ ‘requirements’af
TRS. The TRS covers certified teachers in cities (except the city of

Boston), tawns, rnglonal echool dist:xcts and Qu;ncy Jun;or collego.

& . ®

# State ‘- 'Bostan Retirement Svstem ' (SERS) da. an agent multiple employtr

-.defined -benefit :PERS. . SBRS provides pension benefits 'to :all full-time

employees ‘upon’'commencement of ‘employment- with - 'any.-of:‘the Various -
government agencies covered by SBRS. The Commonwealth 'is :a- non-employer
contributor and is only responsible for the actual cost of pension
benefits for SBRS participants who serve ‘in the city of ‘Boaton's” Schoel
Depar.men: ‘in-a teaching capacity. The'-cost of pensioibanefits of*the
other pazt ;c;pants is the. rasponsxb;l;ty at tho c;ty of Bostan.-- :

’ s ; \ LE T,

o

ExhipitrB-as




_—

COMMONWEALTH OF MASSACHUSE™TS

NOT=S 7O COMBINED FINANCIAL STATTMENTS . STATUTORY BASIS

FISCAL YEAR ENDED JUNE 10, 1992
e —————— e e 2 T

{Continued)

10, Retiramant Systams {Continuad): : L

an descristions (continued) =
The Comnonwealth has assumed financial responsibilizy for the cOLA
granted toc participants in the 104 .retirement systems of its citias,
towns and counties. Any future COLA granted by -the. Legislature to
employees of these plans will also be the responsibility of the
Commonwealzth. - The individual employer governments are responsible for
the basic pension benefits. T IR .

kL)

Membershis - . . L. S

Membership in SERS, TRS and S3RS ;a Bf January 1, 1992 is as follows:

o _SERS -~ TRS SBRS
' Retiress and beneticiaries currently . -
.feceiving benefits and terminated. - -
employees entitled to benefits :
but net yet receiving them : 40,430 3Q.433 2,137
Current employens:
. Yested . , ST L, 38,368 82,901 3,444
Nonves ted ] o S 22 L8:387 14,812 1,510
 subtatat ctis o 8692 39713 4,9%
Totatl _ _ S 1L 903k 7,09Y

) - : : B TR
Benefitc orovisions - :

Chapter 32 of the Massachusetts General Laws establishes uniferm benefit
and contribution requirements for all centributory PERS. Ths statuta
providea for ratirament allowance benefits up te a maximum of 0% of a
member*'s highest three-year avarage. annual. rate of regular compansation,
Benefit payments ares based upon a.member‘s age, length of craditable
service, lavel of compensation, and:group classification. -

. The retirement allowance conaists of .two parts: an annuity and a

- pensicn. A member's accumulaced total contributions and a portion of
the interest they generats constituta the-annuity. The differential
between tha total retirsment benefit and the annuity is the pensisn.
The average retirement benefit is approximnately 80%-85% pension and
15%-20% annuity. :
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COMMONWEALTY OF MASSACHUSET™S

\ NOTES TO COMBYNED FTINANCIAL STATEMENTS = STATUTORY 3ASIS
i FISCAL YTAR ENDED JUNE 30, 1992
{Continuead)
10. Retiremenrnt Systems (Cant=inued):

Benefi= orovisions (Continued) -

Members become vested after ten years of credit able service. A
superannuation retirement allowance may be received ‘upon the complecicn
of twenty years of service or upon reaching the age of 55 with ten years
of service. Normal retirement for moat amployees dccurs at age é&5; for
certain hazardous duty and public safecy positions, normal retiremenc is
at age 55.

contribusions required and contributions made -

The retiremenz systems' funding policies have also been established by
.Chapter 12: of the Massachusetts General Laws. The annuity peortion of
the SERS, TRS and SBRS retirement allowance is funded by employeses, who
contribuze a percentage of their regular compensation - S8 for those
hired before January 1, 1975, 7% for those hired frem January 1, 1975,
through December 31, 1983, and 8t for those hired on or aftar uanua'y il
1984,. plus an additional 2% of compensation above $30,000 per year for
:hosn hired on er afzer January 1, 1979.

The COmmcnwaa‘:h s contribut;on for the pension benefic pertion of the
Tetirement allowance of SERS and TRS and requirad payments to cover SaRS
and COLA contributions was originally established on a pay-as .you-go-
basis. As a result, amounts wera appropriated each year to pay current
benafits, without a systematic provisien to fully fund future
~liabilities already incurred. 1In fiscal year 1988, with the adoption el
chapter 697, Acts of 1987 (Chaptar 697), the Commonwealth addressad the
‘unfunded liabilitiss of SERS, TRS and its partlcipa:ion in SBRS and its
COLA ‘obligation. Chapter 637 requires 'systamatic funding on a* current
basis, including amortizing the unfunded liabjlities, ineluding
"lxabilities !or futurn COLA paymants to lacal systems over 40 yeaxs.

chaptar 697 also d;rec s the Secratary for Adm;nxstration and Finance =3

" prepare 4- fundxng schddulé to meet these requiraments, and to update
this funding schedule every three years on the basis of new actuarial
valuation reports preparad under the sgc-ecary s direction. Any such
schedule is subjnc. to legislative approval. If a ‘schedulé i3 not 3o
‘approved, payments ares to be made in accordance with thé most rascently
approved scheduls. chapter 697 further provides that if, during the
first 10 years of scheduled payments, the pension benefits paid exceed
the scheduled contribution, the Commonwealth's contribution shall equal
these benefits payments. '

Exhibit B-37

qIJ...l..l..;.............ll...........;..............................;._..




COMMONWEALTH OF MASSACHUSETTS

NOTES TO COMBINED FINANCIAL STATEMENTS - STATUTORY BASTS

FISCAL YEAR ENDED JUMNE 30, 1592

(Continued)

10, Reti-ement Systems (Continued):

" Contributions required and contriburions made (continued

The current approved. funding schedule, based on the January 1, 1990
valuat;on, wag !ilad w;th the Legislature on Harﬂh 1, 1991, 1t requi:ed
' eantr butxons by the commonwoalth of §723, 441 000, dur.ng the fiscal year
“ended June JO, 1992, _Because tatal pay-as-you-go benefits exceaded this
amount, no additxonal commonwealth contr butxon was required.

Actual contributlions for the year ended June 30, 1992, are as follows
{amounts in thousands):

Car e rhé:.:mployeo‘z. . .. Commonwealth
st C o . P T 4 [ : PR
S;Rs_ P e e ims oaoo - 3189,839 . . - §339,7170
."SBRS. . . s e 12,174, - . .. 26,411
cou Lo 7 S o e T L Y ——— - \ M
Total s "5":{‘52‘,'#'9 "5729"39

‘ Dutxng f‘scal yoar 1992 the Commonwoalth also made paymenta totaling
approx.matoly $22, 123 000 %o, rntiraes employad prior to the .
establ;shment of the current plans and to non-cont-xbutory plans._

. g
. subsoquent to Juno 30 the Leg;slatura over-ode the Governor s vato of
. cartain COLA p:ovzsxons, reatroactive to.January 1, 1992, to be fund-d

‘from ourrent appropriations. for partioipants in sSERs and TRs, nnd t:om
tho Ponsion Ro=QIVQ=‘Investment Trust. Fund for participants, ot other
systema.e The poertions applioabln to !iacnl year 1992, .which totnlod
approximatoly $10,669, 000 and $140, 926 000, respectively, are rocognxzed
as liabilities in the combined financial statemonts - statutory basis
-and. ware paid in December 1992._hTha_appropr;ated amounts are included
in Commonwealth oout“ibutions for tho fiscal. yaar ended. Juno 30, 1992.

- - (R
= ‘_lj

_chaptor 22 Aots of 1992, ostabl‘shed an enrly ratiramont anontive
-program. under which ol;g;blo atate omplOYoos could eloc* to :n:nive
._enhanced, pension benefits in oxohango for “atxring a8 of July 1, 1992
This change is not matlrial S aE o

s CLTIE Y

Do
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COMMONWEA-TH. OF YASSACHUSE~-S -
COMMONWEA-_ . OF MASSACHUSETTS

HOTIS TO COMBINED FIMANCIAL STaTEuEyTS . STATUTORY L3ASTS

FISCAL. YEAR ENDED JUNE 30, 1992

(Continued)-

10. Retiremenw Systams iContinued):

Federal omnibus Budget Recsnciliarion Act of 1990 (OBRA 90y - -

This federal legislation, passed in Odétober 1990, includad provisions
mandating full social’ Security coverage for public seczor employees who
are not members of a retirsment systerm, ‘- The Intarnal Revanue Service
issued regulations on June 28, 1991, which becameé effsctive on

January 1, 1992. Approximacely 4,000 part-time seasonal, intermittent,
temporary or contraczed employees of tha Cémmonwealsh, who were
precluded from retirement coverage by state law; have been coverkd by
either 'Social ‘security or an ‘altarnacive ‘PERS which meets federal
requirements,’ established by Chaptar 494 “Acts of 1991. B

Postratizement health care and liZe insurance hanefi=g _

In addition %o providing pension Yendfita; “ths Commonwealth is -
statutorily required to provide certain health cars and life insurance

- benefits for retired smployees of the Ccommonwealth, housing authorities,
radevelopment authorities, and certain othér governmental agencies,
Substancially ‘all of the Commonwaalth's employees may become aligible
for these benefits if they reach retirement age while working for the
Commonwealth. Eligible retirees are required to contribute a specifiad
perzentage of the health care behefit-cdsfsiwhich'is comparable to
contributions required from employees. Thé“cémhoﬁwéalth'is'rqimﬁursed
for the .cost of beneéfits te retireas of -the élidible duthorizies and -

-t

¢ agencieas. x .

The Commonwealth recognizes its share of the cdst of praviding these
benefits when paid. - ‘These payments totaled apg#oximately‘5101.004,000

‘for the fiscal year ended Jurie 30, 1392.

11, commit=mants and Contingencisa:

Under chapters 161A -‘and 1618 of the Midasachuietts General ‘Laws, the
Ccommonwealth ‘is obligated to pay a portioh 5f the debt-service and the
NeT costs Of sarvice of MBTA and certain fegional transit authoriciss.
The ‘Commonwealth recovers a portion of these payments through - -
assessments to the citiss and towns served. 'Fiscal year 1992 net
expanditures wers $421,103,000 and $28,483,000, respeétively. For
fiscal year 1993, the Commonwealth has appropriated $480,277,000 and
$31,500,000 to the MBTA and regional transit authorities, respectively.
These appropriatiens cover net costs of service for the calendar yaar
ended December 31, 1991, '
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COMMONWEALTH QF MASSACHUSETTS

TATUTQRY BASIS

NOTES 7O COMBTNED FTINAMCIAL STATEHEHTS_—'S

F*SCAL AR E“DED JUNE 30‘ 1992

(Coentinued)

1l. gommismenss and Conzincencies (Contipued):. A

The cammonwaal-h is also statutorily obllga:ed to provide contract
asgistance for debt sarvice oblxgac;ons of to the Massachuset:s '
convention Center Authority (HCCA) and the Government Land .Bank. Such
_assistance totaled $27,888,000 in fiscal year 1992. As the result of ap
advance rafund_ng of MCCA debt duran fiacal year 1992, appropriations
for this purposs have been reduced to 512 057,000 in fiscal year 1993,

At Juze JO 1992 the agqragate outstand'ng debt for uh;ch the P
Commonweal:h is obl;ga:ed to provide contract assistance supporu .totalaed
approxi mately $2,515,329,000. In addition, the Commonwaalth guarantess
tha debt of cerzain local goveraments and public higher education
building authorities. The guarantaad debt ou:standxng at June 30, 1992,
was app.ox-mately $249,233, 00Q. . . oL < S .

At June 1O, 1992, the Commonwealth had .commitments approaching
$1,886,000,000 for various constructien: projncts. The,majority of these
Hconst-uction qomm;tments relates to a major. Lnf-ast"uccure -project known
as the Central Artery Project in which Federal parzicipation.is . .
antici pated., The remainder relate to. a.wide range of build.ng
construction projects. .. .. . B g e -

A numbnr of lawsuxts arc pend;ng or . thraa:ened aqa-nst the cgmmonwealch
whzch arasa from the ordinary course of. operaticna. These include..
c‘a;ms for proparty damagn and personal .injury, breaches of contrac.,
condemnation proceadings and other alleged violations of law. . For ,those
cases in which it is probable that a loss will be incurred and the
amount of the potent;al .judgment can.bs reasonably satimated, the
Attorney Goneral nstimat.swthe llahxlitﬁ,co be approximately ..
§103,1342,000. of this amount appraXLma:ely §55,245,000 is expectad tn
be paid during fiscal year 1993; approximately $48,097, 000 is expeactad
to be paid thereafter. No accrual has been made for thess amounts in
the combined finangial statsments - statutgry biais. : -

Various ca:ns are currently before.the Appellate Tax Board, with. |
approxxmatoly $528,000,000 of collacted ;taxes being cnntasted For
those.cases in which it is probable_ that 2 loss will .be incur'-d tha
Depar.ment of Revenue estimates the.Commonwealth's lxabilxty to bo
approximately $85,000,000, of which- approximately §30,000,000, is.
expected to be.settled during fiscal year-1993. No accrual has been
made for these amounts in the combxned financial statements - statu.ory

basis ., . . -
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NOTES TO COHSINED ?:WANC’AL S'ATEHSH"S - S“A""”ORV BASTS

COFHONWEA_”H OF HASSAC"US’”*S

Y _..

FTSCAL YEAR 'NDED JUHE 30‘ 1992

(cont;nued)
RN LR

Commitmen=s and Ceontingencies Can‘“ued :

Workers' compensation ¢osts are. racogn;zed when c‘a;ms are presenced and
paid. The Commonwealth's outstanding liability for such claims ‘at.

June 10, 1992, ia estimated to be $260,000,000, of which approximately
$49,500,000 is expected to be rachgnized diuring fiscal yearr1993. 'No
accrual has -been made for thess amdunts in the comb;ned anancxal

statements - statutory basis. ER s

The Commonwealth raceives significant financial assisvanca.frémithe
federal government. Entitlement to these resources is generally
conditional upon compliance with tarhs and*&ohditions of thagrant or
reimbursement agreaments and with applic¢able’federal regulations, -
ineluding the expenditure of the resources for eligible purposes. -
Substantially all fedsral financial assistance is subject te financial
and compl;anc- audits., Any disallowances bacome liabilities of the
fund ‘which received the assistance. At June™ 30, 1992,-the Commofiwealth
estimatas that llabilitlns, Lf any, whxch may ‘rasulr’ from such- audits
are not material. & - Pty UEEEEERRLE T
Co : T wTdruE L A " DR
Chapter 200A of the Hassachua-tts General Laws, the commonw-alth s
Abandoned Property Law, requires depositiof: cartaxn unclaimed assaets”
inte a"managed Agehcy Fund. The statuta- ‘teguires the axcess amouft over
$500,000 aach June 30 to be remitted to the Genafal Fund where it :is
included as miscellaneous revenue. Amounts remitted during fiscal year
1992 totaled 5§38,528,000. Since inception, approximataly $281,400,000
has been remittsd. This respresents a ceantingency, because claims for
refunds can be made by the ownersa of the pronerty No material amounts

T

have been repald.- e

Non-tax Revenue Initiatives:

chapter 653, Acts of 1989, amended Chapter 29 of the Massachusetts
Genera) Lawa, by adding Sactions 290 and 29E, which authorize certain
non-tax revenue initiatives and require ;eport;nq thereon, aa'!olloua.

S
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COFHONWEA_“W OF !ASSAC“USE“S

NOTES TO coua'uso PINANCTZAL s-arsqsw*s S=ATUTORY 3ASIS

'SCAL YEAR 1"‘\lDE:D JUNE JO, 1992

(cantxnued)

Non-tax Revenue Initiatives'(Continued):

Debt coilécii;n:- T 7

Pfiéﬁ:eidébt collectors were engag&i.:with fﬁes to be paid; on a
contingent basis, from the proceeds collections. Collections and-fees
paid during fiscal year 1992 were as follows (amounts. in thousands):.

Debt(cotlector ] . . © .:v. .- . -gollections ..-Feas.
o Uenn - ST T
;Associatad Credit SQrvicos, Inc.» g 1§59 . . .58 .
Credit Control Sarvices, Inc. Cy 25 . ... 4 .
Glenn Assocliates, fnc. . . ., SRR G —_

. : .. §85 5§12

-Nofamgﬁﬁté were collectad by tho foiioﬁiﬁg,'andnnonfees yéfﬁ ﬁaid:

Briastol Associates, capital credit Corporation, Coldata Inc., Credit.
Management Associates, Delta Management Associates, Inc., Payco-National
Account Systems, Inc., and Osborne Assoc;at.s, Inc.

Und-: a s;mxlar progrnm for thn Commanw-alth s public inscxtutxons of

- higher education, the: following amounts were colloctad and feaes paid.

(amounts in :housands)- : Lo e e e oo

,Deb: COllectog ; L ;.._ l}_ ;'=-1. Collecfionin,. Fees:;li
coldata, Inc. . S s 1 s 0,
Delta Managamsnt Assoclatus, Inc. 48 - 13
Glann Associates, Ine. ‘ 58 14
Payco-National Account Systams, Ine. 103 73

Ravenue mnximlzatiog -

RS S

cantractars wvere ongaqod to dovelop the Commonwoalth s canaci:y ta
account for accounts receivable. During fiscal year 1992, federal
non-tax revenuss of approximately $8,735,000 ware attributed to such
safforts, which primarily invelved case management rate rsvisions in the
Title XIX ({Medicare) program. After contractor fees wers paid, on a
contingent basis, the Commonwealth received approximately $5,942,000.
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COMMONWEALTH OF MASSACHUSETTS

ROTES TO COMBINED FINANCIAL STATEMENTS - STATUTORY BASIS

\ FISCAL YEAR ENDED JUNE_30, 1992
{Continued)

13. Restatement

The Commonwealth's previously issued financial statements included
amounts due to the Federal Government of $416 million in the Expendable
Trust Funds related to certain receipts from the Federal Government for
unemployment benefits. The accompanying balance sheet and atatement of |
revenues, expenditures and changes in fund balances of the Expendable
Trust Funds have been restated te recognize such receipts as revenue.

. The effect of the restatement was to increase revenues from the Federal
Government by $416 million with corresponding reductions in the due to
Federal Government and fund deficit - unemployment benefits in the
Fiduciary Fund Type and the 1992 Totals (Memorandum only).
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Deloitte &
Touche

a 125 Summer Street Telephone: (617} 261 -BOTOF

Boston, Massachusetts 02110-1617  Facsimile: (6171 261-8117:

Independent Auditors' Report

Mr. William Kilmartin, Comptroller
The Commonwealth of Massachusetts

We have audited the accompanying general purpose financial statements of the
Commonwealth of Massachusetts as of June 30, 1992, and for the year then
ended. These general purpose financial statements are the responsibility of
‘the management of the Commonwealth of Maspachusetts. Our responsibility is
to express an opinion on these general-purpose finahcial statements based on
our audit. We did not audit the financial statements of the University of
Massachusetts, which statements reflect 12 and 2 percent of the assets and 5§
and 1 percent of the revenues of the'General and“Special Revenue Fund Types,
respectively. We did not audit the financial statements of the Pension
Reserves Investment Trust or the Massachusetts State Teacher's and Employee's
Retirement Systems Trust, investment vehicles for certain of the Commonwealth
of Massachusetts' Pension Trust Funds, the financial statements which reflect
67 and 37 percent, respectively, of the assets and revenues of the Fiduciary
Fund Type. Except for the Massachusetts Technology Develcpment Corporation,
which represents less than one percent of assets and revenues, we did not
audit the financial statements of the entities which comprise the Proprietary
Fund Type. Those financial statements were audited by other auditors whose
reports thereon have been furnished to us, and our opinion, insofax as it
relates to the amounts included for the General, Special revenue, Fiduciary
and Propristary Funds Types referred to above, is based solely on the reports
of the other auditors. '

We conducted our audit in accordance with generally accepted auditing
standards. Those standards require that we plan and perform the audit to
cbtain reascnable assurance about whether the general purpose financial
statements are free of material misstatement. An audit includes examining,
on a test basis, evidence supporting the amounts and disclosures in the
general purpose financial statements. An audit algo includes assessing the
accounting principles used and significant estimates made by management, as
well as evaluating the overall financial statement presentation. We believe
that our audit provides a reasonable basis for our cpinion,

In our opinion, based upon our audit and the reports of other auditors, such
general purpose financial statements referred to above present fairly, in all
material respects, the financial position of the Commonwealth of
Massachusetts as of June 30, 1992, and the results of its operations and
changes in cash flows of its Proprietary Fund Type and Nonexpendable Trust
Fund for the year then ended in conformity with generally accepted accounting
principles.

As discussed in Note 16, the financial statements of the Fiduciary Fund Type
included in the general purpose financial statements have been restated.

Deloitte Touche
Tohmatsu
International
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Our audit was made for the purpose of forming an opinion on the general
Purpose financial statements taken as a whole, The required supplementary
information, as listed in the table of contents, are presented for the
purpose of additicnal analysis and are nor a required part of the general
purpose financial statements of the Commonwealth of Massachusetts, The
supplementary information are tha respongibility of the management of the
Commonwealth of Massachusetts. Such information has been subjected to the
auditing procedures applied in the audit of the general purpose financial

statements and, in our opinion, is fairly stated in all material respects in

relation to the general purpose financial statements taken as a whole.
ap———
(Gollitte < Tonele

December 24, 1992 (June 23, 1993 as to Note 18)
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¥

See notes 1o gai

SQMMONWEALTH 0F MASSACHUSETTS -
COMBINED STATEMENT OF REVENUES. EXPENSES, * - . .
CHANGES IN RETAINED EARNINGS/FUND BALANGES AND CHANGES IN CONTRIBUTED CAPITAL -
ALL PAOPRIETARY FUND TYPES AND SIMILAR TRUST FUNDS -
EISCAL YEAR VEV NQE‘Q. JUNESO‘QB

{Amounm il'lkﬂ'llo_!.lll'll“) L

. Proprietary -+ Flduciary Totals
._Fund Type &i Fund Types {Memorandum Oniy)
S - Funds - -..r _Truat Funde Trust Funds 1992 1991
Qperating revenuss; T —
Contributions 3 0 3 $ 947,133 3 . -.087.210 .8 922,081
Inrveatment income : 1,130,989 1.138569 .- - - 295026
Charges fof services 728.58 728,583 . 813,582
DDﬂﬂ‘bl'l‘ ) : !.13"[__‘ " 8,151 .
Other ' 1828 17.853 4.731
. Total aperting revenues e 752972  _ se1792 . _2.104,102 _ 28sa.ses 1,838,400
Opersting expenses; L ST mE T T e . o
Coet of services and administration L nos0sT . cugs2) c 2,947 1,097,438 - 976,084
Retirément benefits and refunds T 825,511 828311 744.547
Depreciation 241,159 $ LI 241,158 5% 214,182
gt o Sy AP T 3 ' REEET T
" Total operating sxpensss 1,332.130 §28.458 2,184,109 1,933,800
Operating Income (lowm) . (379,158) 904,757 {100,400)
Nonoperxiing revenues (expenses); ¥ el .. .
Operuting granmts 20,008 20.008 20,128
Donations Cn ey 8,188
intersst Income 53.951 33,951 81,029
Other revenues 2,027 2,027 . 2317 ..
Intecant expense : - (233.081) (233.081) . {203.081)
Other sxpenses R ] ] (50.1.20) (30,130} - _: {82.958)
- Nonopersting re ¢ (sxpenses), net __ (208547} ¢ (208,847} (178.723) -
Income (loss) belore trunasiers and
extraordinary Rem (785.7085) _488.210 (277.123) -
" Transters and exracidinary item: :
Qperatng ransters az8.015 823,010 413,229
Extraordinary dem = oss on defessance {48,177 (4817
Total transéem and axtracrdinary Rem 579.838 570,833 513,329
Nat income () {205,847) (1,734) : _1.275.044 1,088,043 @77.123)
{Continuad)
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COMBINED STATEMENT OF REVENUES, EXPENSES,

COMMONWEALTH OF uas'.sacuggmg :

CHANGES IN RETAINED EARNINGS/FUND BALANCES AND CHANQES IN CONTRIBUTED CAPITAL -

ALL PROPRIETARY FUND 'I'YPES ANO SIMILAR TRUST FUNDS
EISCA R J ‘199

Add:. Depreciation of fxsd sssetn acquired
- rom conmtnbuted cagqtal
! Traneter of exsreordinary tem 1o

eormbubd elpﬂl
Incrun (dur-a) In msnod umlnmmnd
baisnces. - oo .

Retained samings/fund bnumeu [}
boglnnlngdy-r REER v

Ihuinod lumnpﬂund bll-lnc- ot
ond of yass

comribuhd eupl.nl ot boglnmng of year

‘Add. Capl.nl uonu'hmhm

L-l Dopr-ehﬂon of l'tnd assety uwhd
- rom comtributed capital

Ln-l on delwasance

Contributed capitsl st end of yaar

See'notes to genern) purpose financlal satements,

{Amounta in Ihu.-lnﬂ) -

Exhibit C-12

Proprietary - - Fiduclary Totals
Fund Type Fund Types (Memorandum Only)
Funds "5 Trusi Funds - 1992 1991
138,204 136,284 130,810
41,308 T 41,305
8,198 {1,734) - 1,243.712 - 487,018
241,892 271282 0841986 - - s.i'u;suo
A B
213,404 § 25,348 $__93887.708 §__8641998
3 4950581 % 0 $ 4959581 $ 4,939,058
204 219 294,219 151,333
(138, 244) R {138,284) {130.810)
(41,309) e \ (‘1& e
S_So7en3t . $__ - 0 $_3078131 3_4959.581
(Conoluded)

S ran P

STINEN L IR &




~ COMBINED STATEMENT GF GASHFLOWS -
ALL PROPRIETARY FUND TYPES

~ {Amounts in thausiAds)

Flduciwry

Proprietary Totals
N Fund Type Fund Type (Memarandum Qnly}
R LA Emermprise Nenexpendable
‘ ST L funds Trust Funds 1992 _1991
Cuh fows tram op-oraung neﬂmn FoaTed s N
Operating lass - 7. S $ (5799135 8 (579 155} (ssss 402)
Ad]ustmants to recaoncile opcraﬂnq {oas to nat cash :
providad by (used for) operating activites: N -
" Depragistion” . 241,789 %7 5 e * "2 241,188 218182
Amongzation of bond discount 3.910
. Changé in aisets and liabilties: S T R Fom el e
Dus lrom lld-rll governmant (93,0800 {93,080 (83,162
5V . Lodns - , : (77.888): % = 5o **(77,668) T MR.182)
Other roeoiuhln {21,829  [R1.829 (9.721)
i . Duetram atherfundg - > (45.494) (48, 404) {e0.400)
Invantory 2,298 2298 {1,790
Restrictad and other sssets - 51,408 31,408 185,828
" Aegounts payable 41,084 =0 s sy ot - 41,084 733,008
Accrued payroll . ar.sze o 37,828 2,621
Cther accruad llabiities (21,922 21,922 59.817
Due to other funds s (16.765)
Deferred ravenus 30.620 30,620 13,798
Total adjustments 144 482 144 482 339,027
Net cash used for operating activities 434,898 {434,896) 230,375
Cash flows from nancspHal financing astivities:
Operating grants 20,886 20,668 20,125
Operating transiers 520,018 828,018 813.32%
Donstions 5,185
Cther nonoperating revenues 2.027 2.827 2377
Cther nonopsrating sxpenses (30.13q {50.130 (62.958)
Net cash provided by noncapital financing activities 801178 801,178 578,058
Cash flows from capital and reiated financing sctivities: T -
Acquisition and construction of capital assete {837.880) {837,880} {639.793)
Proceeds fram the isauance of bonds and notes 2,994,838 2,905,638 787,649
Irteram an bonds and notes 233.681) {233,881) {203.081)
Capital contributions, nat 285,374 288,374 151,333
Principal payments on bande and notes {1.458,405) {1,488,405) (524.749) -
Payment tc escrow agent - {195,079) (195.079)
Hoo-ma from capital grams 800 400
Net cash provided by (uaed for) capital and
relatad financing sctivities 529,704 528,784 (428,641)
{Cantinued)
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COMMONWEALTH OF MASSACHUSETTS

COMBINED STATEMENT OF CASH FLOWS -
PROPRIETARY FUND TYPES AND NONEXPENDABLE TRUST FUN

- FISCAL YEAR ENDED JUNE 30,1

{Amounts in thousands)

Proprietary Fiduciary
Fund Type Fund Type

Totals
{(Memorandum Only)

Enterprise Nonexpendable

ce funds Truat Funds 1992 1991
Cash flows from [Avesing activities: ) . - —
FPurchases, sales and maturities of Investments, net . (708,465 (708.5695) . ‘3,078 .
inerest Income : 53.9%1. . _ 53.951 - 81828 ik
Net cash provided by {used for) investing activities.. (854,7 44) . ' {054 744) ._70,707 :
Nol Increase (dcuu-u) In cash and cash oquiv-lonh 40,522 40 522 {(10,251)
Cash and oash oquivalonh at beginning of year . 137,788 g.u'l 162,420 175,308 7 o
. Cash and oash nqulvdonh stendofysar $__178.307 § 24,641 . s 202,943 s 185054 |

,s.'.' notes to glngrd purpass financial statements. -
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‘Statements of, the .Commonwealth of

The accompanying financial

— Magsachusetts (the Commonwealth) have baen prepared in accordance wigh
7 generally accepted accounting principlesf(GAAgtgj1Th9_Gove:nmeq;a;k; F
2 Accounting Standards Board (GASB) ig the recognized gtandard-setting body
for establishing gogernmental‘accouncinggandLﬁinancial reporting.-
97 principles. The more significant of the  Commonwealth's accounting
s1) policies are described below. ey s o, L
o5 a. Reporting Entigy -- -~ .
oo S, Lo . P A ] Ll B g
54 The financial statements include;:ha;pépar;men:a,.agencies,,boards,
and commissions governad by the lagislative, judicial and ‘
ad) . conatitutional offices of the Commonwealth,’ the institutions of

higher educatien, and the S:atejamplquegifaqd Teachers' Retirement
Systems. Also included are the independent :authorities and other
organizations over which overaight Qu:hority is exercised. Thess

authorities,  which are included

1

rcéﬁﬁonwadiﬁhi
avidenced by:

baged on the following criteria:

8 ‘abilicy to exesrcise-overs

B X

ag Enterprise Fundas, were included

Do a ey

: m'iéhﬁ raﬁponéibility,

A

- Financial interdependency R
Selection of governing aucthority . = .,
Designation .of management -~ .-: ;. ... -
Ability to significancly influence operations
Accountability for fiscal matters -

=~y

Scope of .public service. Application.of .this criterion involves -
considering, whether the activity benefits-the government .and/or
its citizens, or.whether the: activity-i8 conducted within the

. geographic boundaries -of ths-gove;nmgn:,andais;gonerally_available
‘to its citizens. . o SR Conr s - -

-

relationshipa;':egﬁrdleus.of
able to exarcige oversight K .

Bxiléencelof'special-!iﬁancihg
whather the government is
responsibility.

P

;aﬁofﬁing entity:

The follo;iﬁg Auﬁharities are inéiﬁdédrih ﬁhﬁ

3

Maggachusetts Bay.Transportation Authority- (MBTA)
Magsachusetts Convention Cantar Authority (MCCA).. . ..
Massachusetts Water Rescurces Authority. (MWRA)- - . .
Bay State Skills Corporation _ LR A
Government Land Bank -
Masgachusetts Community Development Finance Corperation
Massachusetts Industrial Fipance Agency
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MM H OF Al

N GENERAL PURPOSE FINANCIAL STATEMENT
FT ENDED
(Continued)
ignifi Acgounting Polici ntinued) :
R rei Enti {Contin -

Magsachusetts Technology Development Corporation
Maagsachusetts Technology Park Corporation -
Massachugetts Water Pollution Abatement Trust
University of Magsachusecrts Medical Scheol - Group Practice Plan
Oniversity of Massachusetts Medical School Teaching Hespital Truse Fund
OUniversity of Maspachugetts Medical Center Self Insurance Trust
Higher Educatcion Building Authorities:
. Masgachusetts State College Building Author::y (MSC)
. :Southeastern Magsachusetts University Building Authority (SMO)
University of Lowell Building Authority (U Lowell)
Un;vers;:y of Haasachuae::s Building Author;ty (g Maas)

The following authorities are excluded from the reporting en:ity

The Massachusetts Turnpike Authority was establisghed by CQmmonwaalth
Statute., Members ars appeinted to the Autheority's Board by- the
Governor for ataggered thras-year terms but do not maintain a
significant relationship with the Commonwealth. The Authority is
financially independent of the Commonwealth because it sstablighes its
own rates, lssues debt and sets budgets without oversight by the
Commonwealth. Debt is supported golely: from.-ravenues of the
Authority. . : . ‘ : '

The Massachusetts Port Authority was established by Commonwealth
Statute. -The Authority's. governing board, while appointed by the

. Governor for staggered seven-year terms, is financially independenc of
"the Commonwealth beacause it selects management staff, gets uaer

chargen, issues debt, establishes budgets and controls aspects of
general aviation and other traneportation management and develcopment
without cversight by the Commonwesalth. The Cemmonwealth provides no
funding to the Authority. The Authority's debt is supported solely by
revenues of the Autherity. : -

The financial statements do not include the Maasachusetts Homa Finance
Agency, Massachusetts Housing Finance Agency or Magsachusetts Health
and Educational Facilities Authority. The Commonwealth does not have
the ability to significantly influence cperations, ‘nor does it
guarantee the debt of these encities. Thersfore, tha Commonwealth
does not exarcise oversight responsibility over them. In addition,
the Commonwealth has no special financing relauionahxps with theae
entities.
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i g
(Cont guidf

"'The Commonwealth reporta its fxnanéi:iipooitlon and. results of .

' operations in funds and account. groupg,weaoh of which is considered a
gseparate accounting entity. The operations of each fund are
accounted for with a sat of aelf balancxng ‘accounts that .comprise its
assets, liabiliciea, fund equzty,ﬁravenues and expenditures/exponses
Transactions between funds w;th;n Xy £gnd typo, if any, have not been

eliminatad o "“u*unxaﬁﬂb 5

n"ﬂ!l ,f;}ﬂ'.'.ii’fk;" z
Account groups are accounting ontzt;ea used to provzdo accountab;lxty

for the Commonwealth's general £i§ad5aageta gnd general long-term
obligatzons . They are not conside ad: unds because they, do not

report expendable available. financ;a u :
liabilities. o .,wgri

\ gl . . } T =

Individual funds are clasaified; into
< dokd

governmental, propr;etary and :i¢go;

separace !und types. ot

7‘Tho Commonwealth haa established the

opezat "g,gsund ot the
It is used to aoc un 4 ;1 governmental

Special Revenue Funds are used, Jggg 7
souxces, other than expendaglo b
that have been segragated accor

_ e aHa N
Capital Projects Funde are. ,uged it ;§g=°b,5§§£= financ:al

rescurces used to acquire o; conq{égc riﬁclsital assets and
to finance local capital projoot




. [
T e

s ma;n:enanca are measured :

TH OF ETTS

S T RAL P P ‘E FTHANC’AL ;ATEMENT
| V% -TL ENDED JUNE 0 2 -
(Concinued)
ignificant A .: .,;i,i { n_inue
Accouncing (Continued) - __
g;gn;lggggz_ggggg - are used to account for a;tmvztiea similar to

thosa“ found in the private sector where net zncome and cap;:al

En:erpr;se*Funda are-used to account for operat:ona that are

financed and operated”in a manner sxmzlar to private business

encerprises, Costs of providing goods and services to the

geaneral public on a continuing basis, including deprecxat;on, are
. financed or recovered primarily through user chprgea.

BT TR

gigg;iggg;ggggg - are used to accounn for asaets held by the
Commonwealth in a truscea capacicy, ‘or as an agent for'
individuals, private organizations, other governmantal un;ts,
and/or other funds.

Expendable Truat Funds are usad to account for crua:s whose
-principal and income may be expended’ for" the;r des;gnatad
purpose.

- Nonexpendable Trust Funds are ised to adcount for trusts whose

principal cannot be spent and for tha endowments of the
Commonwealth's public institutiona of higher educatioen.
T - BT A S Y IS R L S
Pension Trust Funds are used to iccount for the assets,
liabilities and fund equ;txus held in trust for the State
xmployeas' and Taachera' Retzramen: 5ys:ams

. = . o

Agency Funds are cugtodial in® nacure (assets equal liabzlxtxes)
and do not involve measurement of the results of operations.

ag:gﬂn;_ggggng - establigh’ control and accountabzlity over the

" Cosménwealth's general fixed aaae:a and general 1ong term

obligatzons

’ T e R TnT

The General Fixed Ragets Agcount Group is used to account for
general £ixad aaae:s of the' Canmqnwealth wh;ch exclude the fixed
asse:s o! :he Enterpr:se Fundl
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Fund Acgounting {Continued} - AT PR

The General Long-term Obligatione Account Group is uged to
qapcéuht_for,gegéfal‘and_épacialﬁgbl;ga:ion long-term bonds and
L 1ong5:gnm'n6tes.payable“iéaued by the Ccmmonwaalqn,ﬁqbiiga:ions
" under lease/purchase and pther[finaqcing.arrangemeﬁ;gnnunpaid

pension costs, cqmpenaated.absgnces,‘claims_and judgmgﬁgs_and
_'gchgr,long-term‘oblggations, except -for the .liabilities of the
_ Enterprise Funds. _ o h

Governmental and Expendable Trust Funds are accounted for usjng a

. flow of ‘current financial resources measurement focus and,the-
‘medified acerual basis of accounting.. Revenues are recognizad.when
they become both measurable and available.  “"Available” means. -
expected €6 be collegtible within' the ‘current periocd or .scon_enough
therasafter to be used to pay liabilities of the current.period.
Significant revenues susceptible to accrual include income, sales and
uae, corporation and other taxes, faderal granta, federal. . L
reimbursements and other reimburmeéments for use of macrerials and
services. Revenues from other sources are .recognized when-recesived.
_Exbendi;ureb'a;efrecorﬁed_inﬂ;he period in which the related fund
~liability is incurred,’- Principal and ,interest on general.leng-term
obligatidns are rgcorded'ab_fuﬁd‘;iabil;;ign_mhpn due. :

N

Enterprise, Nonexpendable Trust:gndﬁggégiqq'Truu:.Fundn,a;g;acgounted
for ‘using a flow of econcmic respu;céqﬁgquu;qqeq: focus and the
accrual basis of accounting. Under thig method, revenues are. .
recorded when earned and expenses are recordad at the time
liabilities are incurred, . T o

Agency Fund assecs and liabilities are accounted for using the
modified accrual basis of accounting.- :

Budc 1 ' _Acco ting e
The Commonwealth's budgets are adopted in accordancas with a gtatutory
basis of adccouncing which is not in accordancs with GAAP. Raevenues
-.are generally recognized vhen cash is received, Howaver, ravenues
receivable for federal grants and reimbursements are recognized when
relaced expenditures are incurred. Amounts due from certain
political subdivisions of the Commonwealth are. recognized when
considered measurable and available at year end.
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=ENERAL PURPOSE. F TAL STATEMENT

FISCAL YEAR ENDED JOUNE 30, 1992

(Contiriued)

" ¢ agcounta,:

The ‘Commonwealth follows the practzce of pooling cash and cash
equivalents for all of its governmen:al and fxduciary funds. Cash
‘equivalents’consiat of short- term xnvescments wzth cn originel
maturity of three months'cr less and are staced at'cost. Baecause all
cash is pooled, an individual fund may have a cash deficit. 1In these
instances, the fund with the cash- deficit will borrow from ancther
“ Thege interfund’ bo:rowinga are reporcad as *Due from other
funds' and’ "Due to other funds" on the balance gsheet, Intarestc
earned on pooled cash is allocatéd to the General Fund, Bxpendable
Trust Funds and to certain Special Revenue“ Funds when so directad by

unicy securities of the Penszon Trust Funds and defefred"
compensation plan investments ars stated ac market. Other
investments are stated at cost or amortized cost.

F_ v 7 “

" Raceivables are statad nec- of eutime:ed allowancas for uncollecczble
Reimbursements due to the Commonwealth for ics :
expenditureo on federally-funded rexmbursemenc and grant programa |
ares reported as “Due £rom federel governmenn n \ ' !

nLinu -

Experiditures generally are recorded when the related cash
disburgemént occurs. ‘At year end, peyroll is accrued and payables
Ars: recognlzed, ‘to the extent of approved encumbrencee, provided thac
the goods or services have been recsived by June 30, Other

“encumbrances are lapsed. Costs anurrad under nhe -
federally-spérisored Medicaid ‘program, " amounts required to se:tle
claims and judgments against the Commonwemlth, and certain ‘other
liabilities are not recognized until they are encumbered or ocherwzae
processed for payment.

Unidexr the ecatutory bagias of account;ng, the Commonwealth uaes
encumbrance: eccountxng to record the full amount of purchase orders,
' contraces ‘and” other commitments of’ appzopriaced regources as
deductions’ from the approprxetion przor to actual expenditure. In
- the- governmencal funds, encumhrence accounting iu a signi!ican:
espect of budge:ary control

vegtments" Investments -

[T
L ]

o et

il
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f.

. firlt -Qut mechod, or market

.. asgets .are racorded at hzscorzcal coat,~or at’ escimated historical

During the courses of itu oparat;ons, che Cammoqwanlth records-

~ . .
H .

FI YEAR ENDED JUI 1992

{Continued)

‘1. Summarv significant Accounting Policies .(Continued):

. The costs of matarials and guppliesare- recorded as expend;:ures in

Governmental Funds when ‘Purchased, - Such--inventories” are’ no: ‘material

‘in tocal to the financial. Btacements.'lrnventorxes inéludad within

Enterprise Funds are stated ac the lower of cos:, us;ng che t;rat in,

\

R S T e :

For Governmental Funda general !ixed asset- acquisitions ‘are racorded
ap expenditures in.the acquiring fund and"capitalized in° the- General
Fixed Ragets Account Group in the yaar purchased. General fixed

coat Lf actual historical coste: is not ava;lable. Donatad fixad
asgsats are recorded ac fair marka: valuela: the time of the 'donatien.

The Commenwealth capitalizes all 1and},:1t1cap1talizea buildings and
equipment, including computer software; with costs in excess of
fifreen thousand dollars at - the: date offacquisitlon and expec:ed
useful lives. of greater than‘one: year _ﬂIn:eras: 1ncurred during
construction is nét.material and ic isﬂ &1 7cap1talized R
Infrastructurs (roads, - bridges,‘tunnels:“dams, “Water and gewsr
systems, etc.) is not capital;zad No daprecia:ion is provxded on

T

general fixed assets. _ IR It 5

Fixed assets of the. Bntarprise Fundl aréV capitnl:zad upon’ purchase
and depreciatad on a straight-line: basx 1over the estimaced useful
lives of the assets. Interast iAcurred: during construction is-
capitalized, The estimated useful 1ivesjo£-£ixed aasa:n are as
fallows: q }m ;L,st L:" AT RS

Structures and improvements: it hea ety i 3 - 100 years
Bquipment, -furniturs, fixtures and vahxcles o 3 - 25 years

Ly W . vt S

Tran ions -

transactions betwaen funds and/or between depa:tmen:l. Tranuactionl
of ‘a buyer/seller naturs hatwesn: dapartmen:l‘withxn a fund are not
eliminaced from the individual-:fund’ s:a:ements.-‘aeceivahlel -and
payables resulting from transactions between funds are clasaified as
"Dus from other funds" or "Dues to other fundg' on the balance sheet,
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E ETeS

HOTES TQ_GENERAL DURPOSE FINANCTAL STATEMENTS. .

FISCAL YEAR ENDED 1
(Continued)

Fringe Benefit Cost Recovery -

The Commonwealth approprlates and pays the fringe benefit costa of
] 1ts amployees and.retirses through the General Fund and a budgeted
. Speczal Revenue Fund These fringe benefits include the costs of
. employees’' health. insurance, pensions, . unemployment compensacion and
other costs neceasary to support the state workforce., As directed by
Magasachusetts General Laws, these costs are assassed to other funds
based on their payroll costs, net of credita for direct payments.
Since these fringe benefit costs are not ssparately appropriated or
otherwise provided for, in these funds, the required assessment
creacas an unfavorable budga: variance in the budge:ed funds.

.'Begxnnmng in fiscal year 1992 frznge benefit cost asseaaments ‘made
to all Governmen:al and Fiduc:ary Fund Types are reported uniformly
among | ochar £;nancing uses. b

The Cammonwealth 18 cammitted to pay dabt sarvice on bonds issued by
local citieu,,:owns,and regional school districts for acheool
conatruction and renovacion, This 1iab111ty 'is recorded in: the
General Long-term Obligatxons Accuunt Group.: .

_ Emplayees are granted; vacation and-sick leave in varying ;mounta

baged on collective bargaining agreements.and state laws.  Upcn
re:irement, terminatxon or death,.certain employees are:compensated
for unused vacation and sick leave {subject to certain limitationsa)
at cheir then-current rate of pay. AR

For Governmental Funds and Expendable Trust Funds, vested or
accumnulatad vacation and sick: leave that are expected to be
liquidated with expendable available financial resources are repcrcted
as expenditures and fund liabilicies. Amounts. that-are not. expscted
to be go lzquxdatud are reportad in the General Long :erm Obligations
Accounc- Group S . : ; B C "
-«In the Bnterprise Funds, employees': accumulated vacation and sick
- leaves are recorded as an expense and lxability as the banefits
. accrus, : ) : .

Exhibit C-22




{Contdfvied)
1. Summary of Significant Accounting Poljcies (Continued): - - - did. .zi- - .
R ITES AR S L aear ;

1. ngg gx Revengg and P;1zeg e

T

“Ticket revenues and prizas awardad by’ the' Hassachusetts Lot:afy
Cormission are recognized’as’ draw;ngﬂ are held. " For certain" prizes h
psyable in 1nstallmencs, the Commonwaalth purchases annuit;ag in’ ths
Commonwealth's name, which' ars r&cordsd as!annuity concracts and o
prizes payable in the Agency Fuin Hs "The CQmmonwealth retains the
rigk related te such annuitiseg. 'S :

m. Risk Financing - T _ g .
o R S EH RIS NERIER Y ‘3;I3c" Lad
The Commonwealth does not insure foerorkers"compsnsation, casual:y,

Fate e oY=

theft, tort claims and other“idiwe’ ¥ Buth ‘losaes, including © T2
estimates of amounts incurred bt adt reporved, are included as “TF"
accrued liabilities in the accompanying financial stacements whan ths
‘claim is incurraed. - For worksrs“EEhﬁv'shiznn, the Commcnwsslth S
assumes the full risk of claims Filed lhddr a a prugrsm managed hy“hs
Public Employee Retirement’ Adm;niiﬁréii ﬁ%E“Por personal inju:y fi e
property damages, Massachusetts' Genétal Laﬁﬁ’limi: the risk assums
‘by ‘the Commonwealth to $100, ooo'bé%*&é&&i?ﬁﬁca, in most ¢ LA
circumstances. The Group Insurance’ Comm;ssion ‘administers hsalth :
care and ouher 1nsurance for :hs Commonweai;gﬂs employsss and

rstiress. Wb

N -y 5 RIS

n.
"facilitate financial analysis Data i
consolidated financial pos;tion, rssul
Ints:fund eliminations have not" beep ma
'data. S ) 3 _

For the fiscal year ‘ended June 30'J1992“ﬂbertafh rsclassificauions

have been: made to the 1991 balsnces ‘to5EonEaTh ‘€8 %he pregen:a:ion
"uscd in 1992 : ©3n Jovedggs ey ﬁsrw Ry i "

fs»'zdaﬁiﬁ RS

F 7 3

The presen:at;on of the sepsracely 1llusd Engs;ggise Funds financisl
statements has bsen raclassified to cBAZGFM: Eo‘thc’accsun:zng
classifications used by the Commonwealth.
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H _JF A iy
NOTES TO QENEBAL PURPOSE F;NANQIAL STATEMENTS
I YEAR ENDED JUNE 30,19
(Continued).

. Budgetary Control:

State finance law requires that a balanced budgest be approved by the
Governor and the Legislature. The Governor preeencs an annual budget to
the Legislacure which includes estimates of revenues, expenditures and .
other finencing sources and uses enticipated .during the ceming fiscal
year. The Legielature, whioh has full euthority to amend the budgert,
edop:e an expenditure budge: by epproprieting monies, at the individual
appropriation account level in an annual appropriation act. :

For fiscal year 1992, the Legislature aleo included the estimates of
revenue and other financing. sources upon which the axpenditure budget was
based. Subsequent to June 30, 1992, the Legiglature enacted a provision
requiring that the general appropriation act include a rasvenue budgeo to
show the eec1matee of amountu expected to be available to finance
eppropriated expendituree.

Before eigning the appropriation eo:, the Governor may veto any epeoifio
icem, subject to legislative override. Further changan to the budgast
eetablished in the annual epproprietion account may be made via
eupplemental approprietion acts or other 1egiele:ive acts. These also
" must be epproved by the Legiele:ure and signed by the Governor and ars
eubjece to the line item veto, . . :

The ma:ori:y of the Commonweelth'e eppropriacione are non- continuing
accounts which lapse at the end of each year. Others are centinuing
accouncs for which the Legislature has authorized that an unspent balance
from the prior year be carried forward and made available for current
spending, . In addition, the Legislature may direct that certain rsvenues
be reteined and made evailehle for spending within a epecific
appropriation account, )

Generelly, uxpendituree may not exceed the level of epending authorized
for an individual appropriation account, Howaver, the Commonwealth is
stactutorily required to pay debt service, ragardless of whether such
.amounts are appropriated, Certain interfund asgessments to allocats
fringe banefits and other costs are mandated by state finance law but not
itemized in the appropriation procesa or. . separately budgetad. . In
eddition, Maeeechusetts General Laws au:herize the Commieeioner of.
Administration, with the approval of the Governor, to withold. allotment
of appropriated funds, effactively reducing the accounts e:cpendil:ure
budget, when he determines that available revenues will be insufficiant
to meet authorized expendituree.
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{Contintiad) "

2. Bu ary Concrol ntinue

The original fiscal year 1992: abprgpriagloﬁ'act authorizad '
$12,172,574,000 in direct approp:;dtldﬁb} 5633 378,000 in author;zatzons
to retain and expend certainsnof-F ’H'eﬁbnues and $67, 325, ooo qf
interagency chargebacks. The acclalgoﬂincluded entlmatas ‘of
$8,291,500,000 in tax revenues” and“&”“?bklmacely $4 696,000,000 in
non-tax revenues. With these revendﬁi‘?excluslve of chargebacks)
projected to :otal approximately $12,987,400,000, and with unrsserved
balances of approximately -$58,0S51, 000 .carvied forward from fiscal yearx
1991, the budget as presented in ‘thiy bfigznal approprlation act was

considered to be in balance. L LRIRSREAG B
) _J,!. Lﬁ"a ¥ W ! a .

During fiscal year 1992, the Legxelﬁtﬁ?eﬁhlso paseed and the’ Governor )
signed, with seme modification: thrauéﬁﬂvimﬁ JEheveral supplemental
budgetary appropriations. Theae amoun:d*, i ;hpproxima:ely $769,032,000
in direct ‘appropriations and $31 Bogloob (A ‘dditional retained revenue

authurzza:ione

,jensed and the Governor

“dgéximately $141,545,000 in
Sﬁrhrdhéhlveco overrides, the '

Subsequent te June 30, 1992, the Legin

signed, with modification through veto
additional supplemental apprapriatione

;gsggpfiatieus by approximately -
LAty

Legislature also: subsequently increese
br xima:ely $13,891, 658 000 the

$76,004,000. Thede actions raised’ “Co ap

total of appropriations and retafﬁeaﬁ; venue= Ehorizaticns.

Appropriations continued from figcal y JE?bteled approximately

$108,759,000, and dertain intrafundraﬁdﬁinf?¥2 Aid transfers, directed by
56 w

gtatute, totaled approximarely-$210; 39‘

ﬂwpﬁhted ravenues budgets was
d#&*i"tﬁs original
: ,'ggeaﬁin the Combined

. ”:Fund Balances -

Becauge -a practice of lagally requiredﬁan_
not in place, the Tevenue pro:ec:;ons 1nel

" ‘As a result, the
_ybegquent, and often
'Thia presen:e:xon i a

year 1993,
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NOTES TO GENERAL PURPOSE Frgaug:a; STATEMENTS -
E _YEAR ENDED JUN 292

{Continued).

Budgeta Congrol (Continued): )
Appropriations are.enacted for the General Fund and certain Spec1a1
Revenue Fund ac:;v:t;ee For :hese funda, a Combined- Stacement of.: :
Revenues, Bxpenditures and Changes -in Fund Balances -.Statutory Besre -
Budget and Accuaqu_Generel and Budge:ed -Special Revenue Punds is.
included. The Budgeted Spec:el Revenue. Funds presented are thea. Highway,
Local Ald, Commonweelth Scab;l;zat;ou, Administrative, Control,
Environmencal and Other L o . s .
The Offrce of the Camptroller hae the responarbrlity to eneure chec .
budgetar? apending concrol is maintained om an - xnd;v:duel apprepr:aticn .
account basias. Budgetary controel is exercised through the Masgachusetts
Management Accounting and Reporting System (MMARS).. MMARS ensures that
encumbrancea or expendituree are not proceseed if chey exceed the -,
apprcprraclon account '§ total ava;leble spending au:horrza:ron. which zs
cons;dered ice. budge:.r However,,the Legislature has direcced .certain
interfund transfers which are not budgeted. This results’ in, budget to.
actual variances in both "QOther financing sources® and "Other finencing
uges." e Coan . R R s, . - R R

A MMnRS reporth 1n:ernelly rdentified as RPT226, is ueed by manegement _
and tne Office of the cgmptreller to monitor spending. againat budget, ..
Thre report provrdes informacion at the indiv:.dual appropriation account
1eve1 which is the legal level of budgetary control and it ia aveilable
from the 0ffice of the CQmptroller ‘For financial repov:ing, the ,ﬁj,
Cemmonweelth groupe ‘these epprepr;ac;nn accounts by.character and . - -
secretariat to conform to its ergenizationel ‘gtructure, SR G e
On the statutory basis, the Commonweelth Stabilization and Administrative
Control Funde hnve bean eegrega:ed £rem the General Fund accounts in
fisecal yenr 1992 and reclaserfied to reflect the inten: of che -
Legrsla:ure,_vh:ch establiehed ste:utary funds for epecific approprreted
activities. Theee eccounte ‘are included in the General Fund in the
combined fxnancial stntemen:e, coneistent with therr preeentation in
pr:or £iece1 years. . . . ‘

oy el Leid
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{Continuad)

dgeta 1 in o P : S

The following is a reconciliation of theé Btatutory basis excess of
~revenues and other f;nanczng Bourcea over axpand;cureu and other
finaricing uses of the Ganerai'and Eudget:ed ’Spec:.a.l Revenue - I-'u.nds l:o the

GAAP basia preaented in the’ .‘H.nar.u:i.alE ata:emant:a {amounts in- t:hou-ands)
: Ty TnlaEsyT DN

e Special
Qeneral ggzgngg_

.

Exceas (deficiency) of revenues and'otﬁir
financing sources over expenditivres'’ anh‘other T
financing uses (statutory basis)”'?“ bew 37 ($465,845) §778,232

Entity differences: ' 2
Excesa (deficiency) of revenues and other .
sources cver expendi:uzeu and’ o:HEE“ﬁEes4!or"3:“
s LA b/ T

Non- apprupriated higher educa::.on fu.nds 1" b 68,912
Non- budgeced Special Revenue’ Fundsﬂﬁ? :f“- 4” e (83,782)
Perspec:ive differenceu- o >¥75m
Certain- act:.vit:iea ‘tzeatad a8 5pec1al -Revenuar 7
Funds -for’ S:atutory and as pa: g ehe h$“3°i‘_“ e -
General Fund £o: GARP sildaaeR A IO 193 943 0 (173;943)
R ”ms,mnwuﬂ' T ’
" Basis of accoun:ing di!!erancu- s ceesagemk elT o se o
"' Net-incrsase (dacrediie) in taxes rocafvnbli,““ﬂ (s,278) " 2,248
Net increase in due from faderal govéfﬁﬁbnﬁ“ﬁ*J e 20 890" 2,186
Net increase in’ oth-r :.caivablnq ‘and ‘oth@g =% 77 -
assets ' R Teonervo e, *”“;51;053 17,762
Net (increase) ‘decrsaseé in tax reﬁgndsgﬁﬁg PARAT
and abatements payabls - -0 88 badl " 44,262 °  (221,989)
Net (increase) decrease in accounts payable
and other liabilities - o e 22.623) 178,750

Exceas (deficiency) of revenues and other _
financing sources over expenditures and other

financing uses (GAAF basis) ($134_695) $499.464
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D i and Inve

and h 2} ;:nv _q” " .

17 K e : '

The Commonwealth ma;ntains a cash and ahor: tarm xnvestmen: pool whzoh is
avo;lablo for uoe by all £unds The pool inoludes banlk. deposzts, .
certificices of depou;:s ‘and restricted cash of the Enterprise Funds. As
of :June 30, 1932, the carrying amount of the Commonwealth's total cash
and ahort -term anostmonts wag $629,049,000, and the corresponding bank
‘balandss ware $391,806,078, Bask deposits in the amount. of $17,813,532

were insured by the Federal Deponit Insuranca, Corporatzonu and - .
$373,992,546_ vere. uninaurod ‘and uncolla:erolizad Cgk gt AT

L

The Commonwealth maintains.- -an, invostment pool tho Massaohuaetta ,
Municipal Depository Trust (MMDT), that is available for use by all
funds. The deposits and investments of the Entarprise, Funds and. the
investments of the Pensicn Trust Fundl are held separataly trom those of
other. atate funds, with the exception of. thelr invoutments in. MMDT.

Stacutes authorize the Commonwealth to invest in.ebligations. of, the. U.S.
Treasury, auchorized bonds of all states, banker's acceptances,
certificates of " deposit,. commercial paper ratad.within the. three highest
clasgifications established by Standard &, Poora Corporaozon ang Hoody 8
_Commeroxal Papor Recerd and ropuxohano agreemen:n that.anoy ot these
obligations secure. Investments in the MMDT are carried at cost, which
approximates market. The investment policies of the.entities included. in
:ho Encnrpriso Funds are the same as oho Commonwoalthll, axcept that»they
perm;t 1nvostmen: in equity soouri:ieu.q‘The Pension Trust: Funds are
permzttod to make invos:mnncs in equity., se:urio;qs, £ixod -incoma ..

. securities, real estate and o:her alternative investments. ‘In the
'followxng table, these alternative.investments,. .venture capi:al and
futures pools are clasaified as other investments... ... ... s
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3. Depos and Invegtmen ntinued) v 7iio - St i
Vi m nei - ' soe U _:}. B T S T, i

Short-term investments.and mvesr_mem;g ra.re jelapeified as to: colla.l:eral

risk into the following three ‘categories saizi 7 T
LLEVERDIT s A R R
Category 1: Insured ox registerad, or securi:ies held by the
. o oo - o Commonwealth or.its:agent::in: the Ccmonwealch'a name .
S{ahowrgerds ol oavn I
Category 2: Un:,nsured and unregistered, with secur:.!:ies held by l:he

countarparty's trust depar:mentw or .agenc in the - :=aiv.
Con'monwea.ll:h's name, = .-

. Pkl 'f-.:mcses Tl To ETARR RN - R L
Category 3: Un:.nauxad a.nd unreg:.stered, twich ”securita.ea hald b'y the

counterparty, or.by its :rus': depu:ment or agem: but not
.Ain the Coumonwealth‘s&name a:zm"n,_w.;::: : ‘

T ﬂaﬂﬂﬂ - LT ol

Investments at June 30, 13%2, are as f.ol ows (a.mcu.nl:a in thousa.nds)

e Voo

[ II' ipig- vy

Category o Harket
Investment . - ; 1 - -a _fr-n-vg-"_ i ("U_ 2w o Tetal o o, value
I _ — ; ;L‘,z;::.m_, B s ‘
) Repurchase agreements $ 1,055,341 ) 2 Sffl "8 1 147,306 $ 1,147,306
U.S. Treasury cbligations . . 1,133,314 -2 _ VimmEyo1, 404,425 - - 1,808,947
Commercial paper 983,800 B GO/ 11983,800 -~ 983,800
Goverrment obligations 1,226,197 i 1,226,790 1,226,790
Equity ‘ucg.u'it'iﬂ - 4,091,498 .-3-17*1499;15 ]0b§4:m 4,110,568 ;. 4,111,350
Fixed incoms securities 1,822,159 59,808 1,881,944 1,882,001
Eurodollar contracta 29.58?__ L 20,587 29,482
Asset backed investments 1,075+ - A7;869; 1?62Q,;;$=x & »20,56& .- 21,033
Notes o RT3 RAT0E i 19,267 - - 19,350
Other . 552 947 - : 552,967 552,967

C e depd BOEVEBAD Yo s, e

$10,845,551 M 91_70.39_1s’.g¢;»;,;;11,§77,1qa<. . 11,581,116
Honey market investmants

Hutusl fund: investments

" Deferred compensation plan mutusl funds
Anmuity contracts

Guarantesd income contracts

Real estate

Assets held in trust

Total

E,xhi.bitjcf.%g; :




COMMONWEALTH OF MASSACHUSETTS

NE PORPOSE FT TATEMENT
F YEAR ED
{Continued)

D i d vegtm 10
v m ntin -

The Pension Trust Funds hold approximacely 83% of the investments in
Category 1, and the Enterprise Funds hold 80% and 97% of the investments
in Categorieu 2 and 3, raspect;vely

The following is- aJraconcxlxatzon of the two' differant investment amouncs
at June 30, 1992 (amounts in thousands):

Investments as summarized above- sl e $16,444,251
Less: Short-term investments reported in thes combinad
: balance sheet as caah and short- term 1nvastments ‘¢ 1,968,082
Restricted invastments reported separately in the
combzned balance sheet , 1,165,839
Defarred compenaation plan mutual funda raported
separately in the combined balance sheet . 764,696
Assets held in trust reported separately in the
combznad balance sheet . 1,583,758

t
E

’ Annuzty contracts reported aepnrntely in the . s o
combined halanta aheet : I . 937, 249

Investments as'reportad on the combined balance sheet: - = 24,627

The following is a reconciliation of the halance of cash and short-term
ihvastments ac Juna 30, 1952 (amounts in thousands) : :

Carryxng amount of taah and cash equlvalentn $ 629,049
" ' Short-term investments B -1.268,082

Cash and short-term investments as reported on the e
combxned hnlance gsheet : - $2,597,131
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h'4 ag:

receivablés presented in the varicus funds

_taxes
.y,
General Fund . $ 783,993
Special Revenue Funds 541,951
Capital Projects funds =~
Enterprise Fusds - _
Trust and Agency Funds 340,118
Subtotal " 1,688,022

Less: Atlowance for
uncollactibte
sccounts

Het receivable by .
31,345,561 3_987,002

type

—(360,461) __ (36,838) _(4,430) (231,430)  (3613,160)

(Conginued)

Due from
federal

Verrment 0ans

$ 590,794
101,949
162,300
145,508

103,004 -

2,764 7.391

1,023,337

10,395

L

The following schedule details .the, taxes, federal, loans and.other

;{amounts in thousands) :

RO 1

Mlowance. - receivable

for ., . by fud

Other uncollectibles 4 1YDe

JT o

337,123 (3389,005)  .$1,372,867
1,800 (132,888), o 622,85
' 437 18,771y, . . - 144,466
117,343 19,0173 354,838
52,363 53701 ’:-’-,sﬂ- —320,372 ) - 0 i

686,086

P

—
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FISCAL YEAR ENDED JUNE 30, 1993

S. Interfund Transactions:

Interfund receivables and paya.blen at June 30, 1992 are summa.rizad as
follows {amouncs in thousands):

Genersl Fund:

Special Revanue Funds:
Local Aid,

Enterprise Funds ¢
META

"MCCA )
Economic Development Autharities
" subtoral ' :

Special Reverue Funds:
General Fund
Enterprise Funds:

WBTA
Subtotal

Capital Projeéis,. Funds;:

Capital Projects Funds:
General

* Highway
Federal

Entarprise Funds:
Economic Deveiopment Authorities
MWRA

Subtotal

Enl:erp'r'in Funds:
General Fund
Special Revenua:

Highway Fund
Capital Projects:
Genarai
Local Ald
Subtotal

Flduciary Funds:
Expendable Trust Fundst
Expendable Trust
Unemployment Compensation

Tatal

{Continusd)

Due from Due to

$ 0 $ 50,722

184,074

260

- : t‘_l

239,500
50,722

50,722  _94,99
. 5,832
T 34,222

42,854

32,358

—_ —daus

42,854 98,520
188,778
94,949
26,458

22,008 ___

T R
3,494

3. 494

$436,463  $436.44

Exhibit C-32'




et

(Continued)’

6. ixed A

General Fixed Assaets -

The f_ollowing schedule-shows the Eﬁiﬁg"eg”“id?general fJ.xed asse:s by
category at June 30, 1992 (amountaji 5Ehou_anda)

Retirements Juné 30 ; 1993'

Land $ 352,710 $ &2 s
Buf ldings 2,76?.31_9 : 3 133 617
Machinery and equipment ' 'erS,‘l"IM‘)' 726,953
Conatruction in progress 488,493 ERTTR

Total 84, 0'63,63-2?:" ‘

Fixed assets of the authorities compt i§f4“§£§§ Cammonwealth 8 Enterprzse
Funds consist: o£ the following at: Jun ) I 92 (a.mounts im thouna.nds)

Land and improvements

" § 286,015
Stxuctures and improvements

6,989,450,

"~ Less accumulated depreciatien
Propexty held for expanasion
Construction in progress

Total '

The Commonwealth hag iasued short-term nocas in antic;patlon of revenue
or bond financing. When thig short-term deh;_dqqa,nat ‘mast the long-term
refinancing criteria, it is clagsified among fund liabilitiag.
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FI E VE 30, 1992

(Continued).

rm Fin ing an redit Agreemen inued) :

General Fund -

The Commonwealth issues short-term.notes to provide working capital to-
the MBTA, The Commonwealth ret;res thesa notes through subeequent
appropriations and assessments to citiass and towns. The notes
cutstanding at June 30, 1952, totaled $240,000,000 with an interest rate
of 3.40%., They mature in January 1993.

cty F -

The CQmmonwealth has ieaued five-year term minibonds, which are 1';_“.
redeemable upon demand, to finance capltal projeacts. At June 10, .1992,

minibonds .outstanding in the ‘Capital Projects Funds totaled 5110, 538 000,

with intereat raten rangxng £rom 4. GSt to 9 7%.

The Commonwealth may issue bond antic:pation notes to temporarily finance
its capital projects,  Such notes outstanding at June 30, .1992, which
totaled $50,200,000, wers refinanced on tha first’ day of fiscal year
1993, through the issuance of general chligation bonds. To reflect the
impact of this refinancing subsequent to the fiscal year end, the notes
have been rsclagsified for repcrting purposes as long-term debt.

Lecter of Credit Agreement - “j_”f

During fzscal year 1992, the Commonwealth maintained a. letter of . cred;t
agreement with a group of banks to borrow up to $1, 200 000, 000 as a
combination of advances and guarantees of short-term borrowings through
the issuancs of Commonwealth commercial paper. No advances were drawn
during fiscal year 1992, or subsequent thereto. The guarantee feature
was used extena;vely, and related fees totaled approxamately $2,026,000.
This latter of credit exp;red September 30, 1992.

Subsequently, the Commonwealth has entered into separate credit
agreements with several banks to provide comparable credit and liqu1d1ty
support for its commercial paper program to a total principal amcunt of
$700,000, 000~ These agreements expire Qctober 29, 1353 through September
30, 1994. The average costs ars approximately 0.3% on unutilized
amounts, and approximacely 0.4% on utxllzed Amounts. . T
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hort - m Fi a-'ﬂ- i an re A're men Contd d : et

ne of Credit Adgreemen ORR g &JLBQ“
; R *mug;;ga- o B
The Ccmmonwealth mazn:ained as revolv: ‘lina -of credit agreemgntzthh a
bank -through June 30, 1992, .in “theYam t 6£'$150,000,0007" Oridas chis:
agraeement, interest was charged)at?th ;sser ‘of . the federal ‘flinds ‘race
plus.1.5¥%, or-.prime, whichever i{g]a th:éommitment feds: *payablé
quarterly on'the excess of.the:commivment:amount over the avérage :daily
outstanding principal amount: dxawnwizmh ine of. cradit. agreamgn:uﬁas
not -utilized during fiscal-year:1g99ais ‘tient- feea totaled $75;0003v"
- "'0:» A ;
The Universicy of Massachusetts MedicaliSch pl Teachzng Heospital- ‘Trust,
included in the Medical and EducaEi' AlFacilities Fund, obtained axiiut
‘§11, 000,000 line of credit in Dacembaf: 0¢iit5: finance the constrierisn
of a building. A~ of June 30,199230: *’ooo of the line-of creditivas
uged, : LR £ Ly :

TALNEBT . .e,_: N

ng- 1-D P

money (a) for defense or in an:iclpaig
sources, any such loan to be paid ouz

the :locan 18 made, or (b) by a two-thik
house of ‘the Legislature present -and!s

further provides that- horrowed moneyi: Xpéhded for any otha?
purpose than--that for which it ‘was borty ths'reduction or
dischazge of:the principal of theldan “"the Commonwealth
may give, loan or pladge its craditiby Véta of the members
of each house of the Legislature present ting therson, but such
credit may not'in any manner be given o¥ile oriifvaid of any
individual, or of any private associat: :'fcorporation which is
privately owned or managed. EVREE ¥ a1+ i

B LI T
The Commonwealth has waived its sovereign:immun

sued oa contractual obligations, includi
and all claims with zespect thereto, 'Ho
Commonwealth is not subject to attachmei
the satisfaction of any judgment generall}
_appropriavion. EBnforcement of a claim fo
interest on bonds and notes of the Common
the provisions of federal or Commonwealth

extend the time for payment or imposs othi

nstr 1ntu upon enforcement.
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N - E DORPOSE . FI ~AL_STATEME
F L ED.
(Continued)
- : De ongin

As of June 30, 1992, the Commonwealth had three-types of bonds _
outstanding: general obligation, dedicaced income tax, and specxal
obligation. .Tha general obligation bonds are authorized and issued
primarily to provide funds for gtate-owned capital projects and local.
government .improvements. _They ara backed by the full faith and credit of
the Commenwealth and paid from.the: Governmental Funds, in:which debe -
sarvice principal and-interest payments.are appropriataed. ' Massachusetts
General- Laws provide- for-the allocation of bend procesds:to these
authorizacions in arrears,.as expenditures are made, unless the proceeds
are allocated at the :ima of issuance,

Durxng fiscal;yoarqlasz,,chQJCQmmcnwealth_isaued special ohligation
revenue bonds as aucthorized under Massachudetts General Laws. Such bonds
may- be. secured by all or a portion of revenues credited to the Highway..
Fund and are not general cbligatione of the Commonwealth. The isguance
of 'such special obliga:ién bonds is authorized in an aggregate amount not
to excead $1,125,000,000, in fiscal years 1952 through 1994.: The G
Commonwealth issued $103,770,000 of auch bonds during fiscal year 1992
secured by a pledge of 2 cents-.of the. 21 -cent motor Eual axcise: tax B
collected on. gasoline, etfective July 1, 1992, : e
For financial reportzng purposea, lcng :arm bnnda are carried at the;r :
face ampunt, which includes- discount- and any. issuance costs financed.:
The outstanding amount represents .the total principal to: be-repaid; fcr
capital appraciation bhonds, it reprssents total principal and.interest to
be repaid.. Whep:shozt-tarm debt has been refinanced on a- long-cezm
basis.-xt is reported as. cucstand;ng ag its face. amount. S

The amcunt cﬂ bcndu author;zed bu: unxasued is measured in; accordancc
with the statutery basis of accounting. - Only the net, proceeds; of bonds_
(axclusive of discount and costs of issuance) are deducted from the total
authorized by the Legislacure. '

<

i

Exhibit C-36




EF I
EISCAL YEAR ENDED JUNE 30, 1992
(éont inued)

mei_nuﬂu

.General and spec:.al obligal::.on long term bonda oul:a!:anding (:.nclud:.ng
discount and issuance costa) and bonds authorizad-unisaiied at ‘June’ 30 4
1992, arxe as followu (amou.n:s in :housmds)

0utstm

v . T S " Intarest Maturity- % Autherized
’ furpose Amount rates (%) dates 7 . .unjssued
Deficit Reduction: . : \ : HE
Fiscal ‘Recovery - - $1,244 090 7.00 to 7.625 1993-1997 ° - 3 57,274
Capital Projects: BN T AT
General Capital Projects 5,165,054 . 1.00 to0 12,00 © - 1993-2013°"7 2,848,135
Highway 1,826,202 1,00 to 11.75 1993-2013 1,507,216
“Local Aid . R 765,274 - 5.00 to  9.28 1993-2012 - 2,220,189
State Recreation Areas 63,363 1.00 to 12,00 1993-2012 16,924
Hetropolitan Water District. =~ 59,552 - 70,10 to 12700 19932026 . .- e
Hetropolitan Parks Diserict - 56,176 ©-1.00 to 12,00 - ‘i9e3-30t0 7 O 24,580
Metropol{tan Sewerage Diatrict 43,103 ¢ 00,10 t6 10.20 - . 19982015 <0 . ..
Environmental: Challenge - 20,239 4,30 609,25 ¢ -1993s2012 - S0
Government-Land Bank - : : 14,6489  1.00 to 14725 - 1993:2010 'z ;081
Federally Assisted Housing ' S 8,268 - 5,80 to 9,637 - 1993:2003° . (2,248
Intercity Bus Capital mmm:. — 620 630 to 9.25 - 1993-2010- © __ 18,148
Slbtbtll T, o 0.340 L A FE L &a’.ﬂ'é :ia .
Total - oo - . o .89 zu. 4;0 B - LR “ ;93 !;z.

Cha.ngen in lcng term bonds {including discount a.nd inumca ‘coats)} a.nd
bonde authorized unissued for the year ended Juna 30, 1992, are as '
follows (amouncs in thousands):

" Bonds.:... _sAuthorized ..
outstanding -mig;ued

Balance,; July 1, 1991 : . Tt 188,580,339 %4 937 306 :
Genaral and special obllgltion borda's . T ST S S
Principal less discount and issuance costs "= - 7 . OTTO,6A7 ¢ (m m:
Discount ‘and 1ssusnce coats . e T 1. N RYSE
General obligation refunding bonds: LT oy S
Principal’ leas discount and ‘issuance costs R 1751 &
Discount and issuance costs . 101,987
"Bonds retired (excluding minibonds) : o T (se2,029) :
Inérease in bonds. authorized =~ = v .- o — . 2.362,'132‘
Expiration of- authdrizaticns -~ oo ' o - (84, 808)

Shart-term notu mting long term cl-ulfiution :riurin ' _.'vCl._Z.O_ _{M)

Balance,’ .l-.nn 30 1992 : - o - $9, 264, l. u,:g,ssg
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TO GENERAL PURPOSE_FINANGZ TEMENT
EISCAL YEAR ENDED JUNE 30 1992
(Continued}
L -term Debt ntinued) :

At June 30, 1992, debt service requirements to macur;ty for pr;ncxpal
(including discount and issuance coets) and interest ars as follows
{amounts in thousands) : ‘

Ige:_snd__s_gugg_ln __;ansansl _Ia;gzsgs_ .___955;___

... 1993 . .. R s 623,156 $ 534,863 § 1,158,021
ciae, 1994 o .- . 594,095 504,502 1,098,597

- T1ses _ 617,429 462,977 1,080,406
1996 . : 613,296 424,308 . 1,037,605

1397 814,350 380,321 1,194,671

+ 0 - 1998 and thereafter - _6,002,102 2,498,372 .__9,500,474
Total. SR 4,43 4,805,344 14 77

Subsequent to. June 30, 1992,-ths Commonwealth refinanced outs:and;ng hond

anticipation notss. totaling $50,200,000 through the igssuance of
approximately $52,000,000, including discount, of general obligaticon
.bonds, with interest rates ranging from 6.25% to 6.5¥. - These bond
anticipat;on notes -are reportad as long-term obligations outstanding ac
June: 30, 188%2. . The Commonwealth has also issued $425,595,000 in ganaral
obl;ga:xon refund;ng bonds, authorized by Massachueetts General Lawas, and
$200, 000 000 in general obligation bonda with interest rates ranging
from 2.9% to 5.25¥% and 3.5% to 3%, respecnively Proceeds of the
refundzng bonds were used to redeem general obligation bonds in the
aggregate principal amount of approximactely $410,680,000 with interest
rates ranging from, 6.2% to 7.6% and origxnal maturicies from 1993 :hrough
2000, .. .o e T T - - .

Sta . t Lim -

In fiacal &aars 1990 and 1991, Massachusetts General Laws were amended to
establish a limit on the amount of direct debt outstanding, effective at
the beginning of fiscal year 1991. By stacutorily. limiting the
Commonwealth's ability to issue direct debt, these. amendments provide a
control en annual capital spending. The firat-year limit was
56,800,000,000, with an increase of St allowed in each succesasive fiscal
"year. The statutory debt limit for fiscal year 1992 was $7,140,000,000.

For purposes of determining compliance with the limic, direct debt isa
defined to include general cbligation bonds and minibonds at the amount
of their original net proceeds. It excludas discount and. issuance costs,
if any, financed by these bonds. . It alsc excludes dedicated income .tax
bonds, certain special cbligation bonda, refunded beonds, certain
reﬂunding bonds: and ‘bond anticipation notes. OQutstanding direct debt, as
defined,’ :ocaled’approx;ma:ely $6,937,000,000 ac June 30, 1992.
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F YEAR ENDED 2

{Continued)

Long-term Debt {(Continued]: L ) : - o
Advancge Refundings and Defsased Bonds = - - -.

As authorized by the Massachusetts General Laws, the Commonwealth advance
refunded certain general obligation and dedicated income tax bonds
through-the -issuance of  $599,118,211 of. general obligacion refunding
rbonde .during fiscal year 1992. Proceeds totaling approximacaly e
$571,966,000 were used to purchase U.S5. Government 8gecurities which, with
a cash deposit of $2,347,000, were deposited in irrevocable trusts with
an eacrow. agent to.provide. for all future debt service payments:of the
refunded bonda. As ‘a result,.the refunded bonds are congidered: - to be .
defeased, and the liabilities therefor have been removed from the General
Long-term: Obligations Account.Group. . As a result of these advange - -
refundings, the Commonwealth increased its aggregate. debt. service.
payments by approximately $280,884,000 over the. next 20 years and
incurred an economic loss (the difference -hetween the present -valueg of
the debt aservice payments of the refunded and refunding bonda) of
approximately $12,315,000. At June 30, 1992, approximataly $288,000,000
of the:bonds refunded remain ocutstanding and are congiderad defeaged, -
In prior-years;.the Commonwealth also defeapad certain general: obligation
and other bonds by placing the proceeds of bonds in irzrevocable trusts to
provide for all futurs debt service payments “on the rafunded bonda.
*Accordingly, the trust account asgets and the-liabilitieés  for .the
defeased bonds are not included in the financial statementsa, . At June 30,
1992, approximately $1,283,00,000 of bonds oucstanding from advanca
refundings in prior fiscal years are considered defeassed. . -

During fiscal year 1992, the MCCA raised $163,525,164 through the
issuance of tax-exempt Hynes Convention Center Refunding Bonds to advance
refund $5135,435,; 000 of its cutstanding bonds. . Net proceeds of . o
§161,779,277 plus:an. additional $12,342,500. were used to purchase U.S.
 Government securitias which were deposited in.an irrevocable :trust with
an -escrow agent to provide for all- future debt gervice payments on the

refunded bonds. ‘As a result, the MCCA's refunded bonds are considarsd %o

be defeased, and the liability for those bonds has been removed, from the
Enterprise Funds. . - o ‘ -
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NQTES T ENERAL PURPOSE FINANCST

FI EAR ENDED 0
{Concinued)
long-term Deb ontinu
Adv s _Refundings and Defeaged Bonds (Continued) -

The MCCA advance refunding rasulted in the recognition of a loss on-
. defeasance of $41,304,935 for the year ended June 30, 1952, As a regult
of the advance refunding, the MCCA reduced its aggregate debt service '
payments by approximately $14,200,000 over the period from March 19, 1992
to September 1, 2005 and achieved an economic gain- (the difference
bstween the present value of the old debt and new debt gervices-
requirements, discounted at the effective interest rate of §.14%,
adjus:ed £or add;t;onal cash pazd) of approx:mately s11, 100 000,

Dur:ng fiscal year 1992 uhe University of Massachusetts Buildzng
Authority issued $48,885,000 in general cbligation refunding bonds to
advance' refund $41,550,000 of itg konds. In connection with the  advance
refunding, a loss on defeasance of §$7,335,000 was racorded. -The refunded
obl;gacionu outs:andzng at June ‘30, 1992 ware 541 550,000. :

In prior fiscal years, the HBTA defeaged a portion of its general
transportation system bonds by placing the proceeds of new bonds in trusc
" to provide for future debt service payments on the refunded bonds,
beginning in 1998, Accoxrdingly; the trust account assets and the -
liability for the MBTA's defeaped bonde are not included in the -
Entarprise Funds. At June 30; 1992, 559,595,000 of bonds: ou:scandxng ara
cons;dered defeased o ¥ ‘

in ] - Lonm -

The Commonwealth records ita liability for long-term general and special
obligation-bonds in the General lLong-term Obligations -Account Group.
Other gensral long-term obligations recognizad by the Commonwealth are
its obligations under lease/purchase agreements "(Note 13), school
constructicn grants to partially reimburse cities and towns for payments
on bonds isaued t¢o finance. construction of local or ragicnal schools .
{Note 1), compensated. absences (Nota 1), unfunded pension. coats {(Note1ll)
and claims and judgments relatad to workers' compensation, lawsuits or
other claims pending or threatened (Notes 1, 14 and 15). '
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(Cont: 'xiiféd)"“’:)

During the year ended June 30, 1992, '\-.h.i'f
reported in the General Long-term Obligat{sa

thousands) :
General and LR
special Ooligations 3 Unfunded  Claims,
abligation mdcr fon ; Compensated  pension  Judgments
— bonds - o serce costs and ofger Total
Bslance, July 1, 1991 38,580,339  sé&5, soa 127,437 $1,797,294  $158,521  $12,311,578
Sond issuances 1,341,403 o - 1,341,403
fond discount - © 134,517 134,517
Boned principal payments o
{axcluding minibonds) (842,029) (842,029)
Short-term notes mieting o :
tong-term classitica- )
tion criteria S0,200 50,200
Excess of total pension
contribucions reqguired
ovar total cﬂntribu-
tions made - 320,391 320,391
Net incresse (decrease) 2,811 230,916 __ 239,796

Balance, June 30, 1592 30,264,430 368,209

82,117,685  $389.435  $13,555




URPQSE FINANCIAL STA]
(Continued)
Long-term Debt {(Continued): ' v oo T

Ent rige F -

Bonds and notes outstanding, at June. 30, 19292, net.of-unamortized . -

" discount of $18,683,000, are. as follows, (amounts-in thousanda): - .. :
Interest Maturity
Purpose rates Amount .- dates
General Transportation System .. 3.62%10.8.73% . $1,689,955  2004-2022
Boston Metropolitan District 2.40% to 9.26% 60,029 1993-2025
_ Notes . - 3.50% to 5.50% "~ 485,000 1993
HCCA: : St L e
Current [nterest Serial Bonds 3.80% to 6.00% - 116,337 1993-1999 T
Compound [nterest Serisl Bonds 6.40% to 6.80% 47,188 - .2000-2005: ..
General Revenue Bonds 0% to 7.63% 1,796,993 - 1993-2021 ..
Medical and Ecucational Facilities: ' ) R Yot an
MsSC: R -
Project and Refunding Revernua N
Bonds 5.00% to 7.80% 92,720 .. 1993-2016 . - -
Project Revenue Sonds 3.00% to 7.80% 36,150 19932016 .. k'l
U Lowell: . . e oo .. . ERLICEE T a
'Project Revenwe Bonds T 3.00% to 9.00% 29,70 1993-2017
U Hass: .- . . L= S ' o FEE "
" Project anc Refunding Revenue Bonds ~ '5.50% to 9.20X " 89,773 1993-2014
U Mass Teaching Hoapital:
 Other 5.0% 4,616 19942016
Zconomic Development:
MTPC:
Notes Paysble ' 5,75% __2.500 1993
Total : $4 451,051
t
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Long-term Debt gggn;inuag): ; oo

Ent rige Funds ntinue - e Ee

:‘\'Ir O s

Maturiecies of pr:nc;pal Are as £a11°¢g (amoﬁnts in thousands) : R

47ing arid Medical and |

YTear ending

. _ --_;._,\-., i @ Educational * Economic . .

—dune 30 HBTA MCCA MA 14} cFacilities Development ~ .Total.
1993 $ 536,640 3 O s 9,763 5 5,492 $2,500 $ 641,395
1996 - 81,2n 6,250 " . rza,;ao L57i6,802 T o 88,843
1995 : 53,041 16,245 . .E‘zr,a]o_m‘ T2 S 104,429
L1996 - 54.,871 17,085 e 329 339&1‘&14 ‘3,050 - - 109,386
1997 56,952 18,050 31,060 8,569 oA 114,611
1998 and thereafter 1,500,684 108,039 1,555,400 L A8.97 - 3,411,050
Total R0 63,60 3796508 1353313 32,500 54,449,736

= 'a‘ﬂsﬁ;{aﬁ&;tﬁ;ﬁ“ug T gt L o
The amoun:: abovo repraaant che £ace amounty

outstanding and may differ from the amoi
balance sheat due to treacment of or:g;;
purpose financial statements.

During the year ended June 30, 1992, the follpwing;changes -occurred in;

. bonds .and notas payable reported in the épcgﬂJié

thousands) : - ; ) FR
T Hod'lcll Ird
: . Ed.le“loml Econcmic - w7
MATA MCCA 'q?aFgeuigles Mg_m_ Total_
Balance, July 1, 1991 $1,913,927 144,935 56 : SJ 099 158
Principsl less discount. ' _ P
. - and jssushce costs 1,798,088 163,525 - Z,SDO; "% 2,991-,821
Debt reticed, net of. ' e :
amortization of, v S : : = F A T
discont. . (1,439,029 (11,500 (10, 650)7s.- w(S 30 (86 (1,465,963)
Defessed debt (135,635) . -~j~,,,_\;-_(5-_1_5_5)_, v . {174,985)
Balance, e 30, 1992 $2,230.98¢  $163.525  $1.796,90% ;i $253.049 5 32,500 24,451,051
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{Continued)-

Long-te Deb Continued) :

En rige Fun ncinued) -

MBTA - o e e

The legislation under which the MBTA was establighed provides that if, ac
any time, the MBTA is unable to meet any interest or principal paymesnta
due' on its-debet; sufficient funds will bs remitted by the Commonwealth to
meet auch obligations

‘Subsequent to June 3U, 1992 the MBTA issued $170,000,000 of notes w;th
‘an‘interest rats of ¥.5%, which mature on Qctober 1, 1993, and
1$224,570,000 of general*tranaporta:ion system bonds, with interest: rates

‘ranging from 3.5% to 6 Zt

‘Thc 1agislalion which au:horizes ‘the issuanca of HCCA debt securitiaes
provides for participatiocn:by’ths’ chmnnwealth xn che Eull payment af the
annual dab: sarvzce costs. . T e B

Lox

. LI PEV TR RS P P A I N WA e
MEEB -
The MWRA's: bonda are collaceralxzed by a lien‘and pledge on: certain of
its. revenues and- other’moniaes. Discount and issuance costs,” aggrega:;ng
$47,313,000, are be;ng amortized over the life of the bonds. ' a

As of July:1,:1985; MWRA assumed responsxbiliny to rapay the Commonwealth
..for all principal - and.intesrsat payments related 'to.$141,703,000 of debt
issued in connection with the Metropolitan District Commission sewer and
'‘watefworks prior to July 1, 1985, The MWRA's ghare of principal payable
amounced to $79,656,000 at June 30, 1992. This amount is included in the
General Long-term QObligations- Account Group and as contributed capital in
the Enterprise Funds., lLagislation forgiving the foragoing obligation in
exchange for the payment of $120,000,000 to the Commonwealth for cthar
--common cobligationd, was enacted on July 10, 1991 and was contested .
through litigation. A settlament. of. 380,000,000 haa been reached., -

MEdiSE! EEQ-B_‘G!IEE:M.E'I] Facilities ot Cos " . A &
The debt of the Higher Education Building Authorities included among the

Medical and Education Facilities is guarancteed by full faith and credit
of the Commonwealth. \
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9. Individual Fund Defigitg:

The General Fund and certain Special Revenue and Capital ﬁ:ojecgé‘funds

included in’ the combined tocals have fund deficits at June 30, 1992, as
follows (amcunts in thqusands): , Nt :

cRund " Lo g -Amount
Gemeral = - - o | | $821,160

‘Special Revenue:

Federal Grants o L ' _ 4,715
‘Lotteries L . s 1,400
Capital Projects: . L
"General® ° o 171,883
Local Aid S - 33,103
Other . . 21,305

The year-end fund balance deficit in the General Fund raqiéggsﬂ:hé'ff
accrual of liabilities for Medicaid claims which have been incurred but
ot reported as of June 30, 1992, and aubsidies to tranasit authorities
for operating deficits incurred but not yet furded. These accruals will
be paid in subsequent periocds as the Legislaturs appropriaces funds,
Deficits in the non-budgeted Federal Grants and Lotteries Funds also
raflect the impact of accruals. However, thess daficits are essentially
timing issuss, which reverge in the subsequent period. ' o

In the Capital Projects Funds, the recognition of minih&ﬁdéLai £und'
liabilities accounts for $110,537,576 of the reported fund deficits. The
Temaining deficits to be financed reflect the time lag between capital
expendictures and the receipt or allocation of proceeds from tha sals of
related bends. During the figcal year ended June 30, 1992, the
Commonwealth continued itg pelicy of reducing the time elapped between
those events. Legislacion also authorized new bonds to finance certain
of these funds' deficits, extended prior bend authorizations, and
corrected cerxtain technical defects within thoge bondas authorizacions.
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Selected financial information with respect to variocus segment
acuv:.cies included in l:he Enterprise Funds is as follows (amau.nts in

thousandas) :

Operating revenues
Depraciation
Operating income (losa)
Operating grants
Nonoperating
revenues
(axpenses), net
Operating transfers
Net incoms (lou)
Current eapi tal
eontri_butim
Fixed asset
additions
Total “assets
Bonds and notes
payable
Net working cspital
Total retained
sarnings (deficit)

P -
EISCAL YEAR CNDED JUNG 20, 1592
(Continued)
-_En zi :

Seoments
Conven- Yater
tions Supply Medical and Economic
Trans- and and Waste Educstional Develap-
portation Parking Disposal Facilities ment
$177,8L6 $ 9,451 3 247,52% $315, 721 $ 2,429
(135,070) €10,400) (79,426) €10,725) (5,540)
(554,385) (14,759) 21,509 €10, 062) {21,461)
18,142 412 2,12
(118,871) (14,429) (76,849) (8,667) 12,269
573,299 19,021 21,578 14,119
(99,957) (51,472) . {55,340) (4,025) 4,927
8,843 11,082 43,581 ' 154,773
369,336 . 362 412,598 54,335 1,00
:.,91_5,:'_327 235,843 4,377,754 632,426 396,971
2,234,984 163,525 1,796,993 253,049 2,500
(226,2¢6) . 11,878 769,847 e, 359,418
(133,122) (196) - 264,452 82,360
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FISCAL YEAR ENDED ‘JUNE 30, 1992

(Continued)

Retirement Svgtems: e

The Commonwealth is statutorily responsible for the penaion benefits for
Commonwealth employees {members of the Stats Employaes’ Racirement

System) and for teachers of the cities, ;dwns,freéionél“dthdol;districzs
throughout the Cosmonwealth and Quincy Junior College (members of the

Téa&hérs"Re:irémenthYSEem;ngdepplfor ggaéhera_in'the‘nostoh_phblic
schools, who are members of the State-Boston Recirement System but whose
Fensicns are also the reeponsibility of the Commonwealth)’, - Employees of
certain independent authorities and agencias, such ag: the MBTR,. and of
councies, cities and towns (Sther than teachars) are covered by separace
retirement systems. ThHe members of the retirement gystems do not.. .
participate in the Social Security System. The Commonwealth his also
asgumad responsibility for payment of cost-of-living adjustments (COLA)
for the separate (non-teacher) racirement systems of its cities, towns
and counties. 7

Certain Comenwealth employees and currsnt ;e:iregs.emp;qyed prior. to

the establishment of the Stata Employeeg"’ Raéifaﬁhn:ﬂgggtem;;ig'cpﬁared
on a "pay-as-you-go" basig. S e e

- -a - o . . i a

e is a uingle'eﬁplo?effé;fided
Oyee retirement systam (PERS), covering substantially

benefit public empl

-all'emplques of che- Commonwealth and certain smployees of the

independent authorities and agencies. The SERS is adminiq;a:qqhby tha

-Commonwealth and. is part-of the reporting entity.

is an agent multiple amploy;}'dafiued-

‘hepgfit PERS. The Commonwealth is a non-employer contributor and is

responaible for all contributions and future benefit requirements of the
TRS. _The TRS covers certified caaéhﬁfdﬂiﬁﬂhi:iﬁs;(gicgbg_the_;ity'gf
Boston), towns, regional school ‘districts 'and Quihey Junior College.

The TRS 1.¢admin£atgred byrghQRCQmﬁppwééi;h’an§ 15 parc of the repesting
entity. S B T R | ‘

- B Retirem 8 B is an agent multiple employer
defined benefit QERS.__SBRS_p:Qvidgq.p;gyig}pn benefits to all full-cime
employees upon commencement of "employment with afy of the various

governmént agencies c0véred‘by;SBEs.LjThp.qaﬁﬁoandlnh_i{ a nén-employer

=

. gentributer and is only responsible for the actual cost of penaian
‘ benefits for SERS '

partidipants Who sarve in the City of Boston's School
Department in a”teaching ‘capacity. ° The"é@ht_é!"pension_benegiﬁs"df the
other participancts ig the responsibility of the City of Boston. SBRS is
not adminiatered by the Commenwealth, and it is not part of the
reporting enticy,
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(Continued)

siped in -

The Commonwealth has aasumed financial responsibility Eor the COLA
granted to particzpan:n in the ‘retirement systems of cities, towns .and
counties. Any future COLA granted by the Legislature to employees of

these plans will alsc be the responsibility of the Commonwealth.

The

individual employer governments are responuible for the basic pension

benefits. The retirement systems are not administered by the .

Commanwealth and are not part of the raporuxng entity

IR3

30,633

s;.gs

Current membersth in SERS TRS and SBRS as of January 1, 1992 is as
follows:
SERS
Retirees and beneficiaries currently
receiving benefits and terminated
employees entitled to benefits but
not yet recaiving them . 40,420
~Current emplcyaes . .
Veaced ’ . o 38,565
Nonvested o . _13L1£1‘ 
" Subtotal o . ' _86,9582
Total . , 127,373

The covered payroll for eﬁﬁloyees of the Commonwealth coﬁered,by-ssns

was $2,638,441,000. The covered payroll for employees of the cities and
:awnl covered by TRS is sz 032,181,000, The covered payroll for
employees of the city of Boston covered by SBRS im $184, 101, 000.

coversd payroll amounts approximate the employer payroll.

Benefit Provigiong -

The

Massachusetts General Laws escablish uniform benefit and contributicn
requirements for all contributory PERS. These requirements provide for
retirement allowance benefits up to a maximum of 80% of a membex's
highest three-ysar average annual rate of regular compensation. Benafic
payments are based upon 'a member's age, length o! creditable service,

"level ot compensaticn ‘and group classification.
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R T e TR O

1
-'Fifﬁﬁﬁﬁgéﬁ“
‘Conringed
Retirement Svstems (Continuad). 77 .
nefig Provigi n
The recirement allowance consises of. i an annuity and a . .

ductions and a portion.of the

¥ The differential hetween
annuity is the pension.. The
Ximately 80-85¥ pension and 15-20%

interest they generate constitui
the total recirement bensfie and®
average ratirxement benefit ig ap&
annuity.

superannuation retiresment allew

of twenty vears of service or up %}g' aga.of 55 with ten years

of service, Normal retirsment £ gﬁo Sloyees occurs at age 65; for
certain hazardous duty and l:n.ual:l.g‘E |af itxons, normal ret;remen: is

at age 55,

[

3 o

The amounts shown below as the [ & 1ga=10n are a
standardized disclosure measurs f ‘thelpresent:valus of pension
benefics, adjusted for the effects ofio: lary increases and
step-rate benefits, estimaced t future as a result of
employee service to date, The _to help users aseess
the funding status of the Syst _

made in accumulating sufficient asset ipa jefits when dua, and
make compariscns among employers. . 8 'th

determined present value of crediféd g ;'T!é_ enefits and is
independent of the funding muthod '

System.

The SRRS, TRS and SBRS pension be \ Liga vers computed ag parc

of che actuarial valuation as of Januaxs 1333 ignificant actuarial
assumptions used in the calculati q CIIBUtlon ‘requirements and

Penaicn benefit obligation include ; n on investments of
Present and future asgets of 8¢ P
SBRS (b) projected salary increases,
5% for SBRS (c) cost of living. 1nq -
inflation of 4.5% per year and’ (e)‘xn:e
sav;ngn fund of 5 5% per year o

rgdz_ad to the annuity -




N ©_GENERAL PURPQSE F
: _ . .
(Continued) .
11. iramen scem
atus and P d -

The total unfunded penszon benef:t oblxgat;on ig as follows (amounes in
"m;lliona)

SERS IRS SBRS . COLA Total
Pengiocn benefit obligation:
Retirees and others
currently receiving
benefits and terminated
" amployeas entitled to

 benefits but not yet )
teceiving them $2,846 $3,281  §261 $1,159 § 7,547

Current emplayqal:‘
Accumulated employea
contributions including

sllocated interest 1,635 1,649 133 3,417
CQmmonwenlth f;nanced o SRR :
“Non-vested b . 618 239 .28 .12 957

'_Vestgd ) ) ... k2682 3,063 _283 __413 _5.719

Total ‘penaion benafit

&
sl

obligation o 7,061 8,230 705 1,644 17,640
Net assets available for
benefits, at market 4.699 _4.7384 342 9,825
Onfunded pensicn banefit L - ,-‘. S
- obligation . $£2.362 . $2.446 $363 . g1.644 . 57,81
R & \d Cones .. -‘ - :;{ S :

“The retirement systems' funding pol;ciau have bean establiuhed by
stacute. The ahnuity portion ot the SERS, TRS and SBRS retirement
allowance is funded by emplcoyess, who contrxbuce a percantaga of their
regular compangation - 5% for those hired before January 1, 1975, 7% for
those hired from January 1, 1975, through December 31, 1983, and 8% for
those hired on or after January 1, 1984, plus an additional 2% of
compensation. above $30,000 per year for those hired on or after

January 1, 1%79.
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"ended June 30, 1592

GAAP requires that pension expenditu

retirsment allowance of SERS
and COLA contributions were of
basis. As a result, amourits
benefits, without a systemarig
liabilities already incurred.-
Commonwealth enacted the Panaf
unfunded liability of SERS, RS
COLA obligation. This legislat
including amortizing the unfis

scal year 1988, ther{“?
: /1987 and addresaed .the
":icipatxon in SBRS and its

7thaae requirsments, and to

-on the basis of new
ocrotary's direction,

) . If & schedule is

update this funding scheduls evary
actuarial valuation reports prapr
Any such achedule is gubjece to le

racently approved schedule, ‘Thin

ur-_:her provides that if,
during the first ten ysars of ach i

¥ he pension benet;:s

The current approved funding uchadu* e January 1, 1550
valuation, was filed with the Legisn 1, 1991. It Tequirad
contribuciens by the Commonwealth 722844 000 uring the fiscal year
Because to:a t¥0

acceptable actuarial cost method and 'f ¢ t be leas than:
. Nérmal cost |

Interesst on any unfunded pfié% se
- A provision for vestad benefits w : . '!qngjynlue o;-ves:ed

benefits exceeds by 5¥ or more'th

Laata 8




11,

NOTSS TO GENERAL SURPOSE FINANCIAL STATEMENTS
EISCAL YSAR _EWDED JUNE 30, 1992
{Continued)
Retcireman sTam
= i R i jons ontin -

The funding schedule discussed above follows an acceptable actuarial
funding methodelegy to compute normal. cost and the unfunded acerued
actiarial liabilxty. However, the amertizacion of -the accruad actuarial
lxnbility hag been legislatively decermined to be significancly lowar in

':he ‘first years of the 40- -year funding pericd. Thersforas, the fiscal
‘yYear 13992 contribution did not cover.the minimum expenditure recognition

requirad by GAAP. Theretore, the difference bstween the total
contributicns raqu;:ed and _the total contributions made is recorded as a
lzabzl;cy in the General Long- term Obligations Account Group

_CQntrLbutxons required and made based on the minimum expend;tura

recognition requirad by GAAP are as follows (amounts in millions):

Minimum contr;bution ‘ o . o .
requaremen:. L o L
Normal cost . $397.3 $277.2 $30.2 § 49.3 $. 754.0
Amcrtization of ‘ : :
un!unded actuarial o ) :
liability 76.5 156.6 le.8 73.3 325.8
Intérest on unfunded

-actuarial liabilicy _84,2 _97.5 _9.0 _46.0 __236.7

Total contributions

rECIuirsd . 8558.0 $531.3 $58.0 $169.2 $1.316.5
‘CQntributicns mad. : o ‘ S :
" By employaes ' $189.8 $5150.8 $12.2 $: 0 -§ . 352.8
¥ of covered payroll 7.2% 7.3% 6.6%¥ N/A . N/A
By the Commonwealth 339.8 28%.2 26.4 - 4.0 72%.4

¥ of covered payroll . bl T¥ 14, 0¥ _14.3% _N/A _N/A

Total cemtributions made  $529.6 $440.0 $38.6  S$74.0  §1.082.2

The total contributions raquired for SERS, TRS and SBRS are based on the

entry age normal. cost method using the same actuarial assumptions used
to coampute the pension benefit obliga:icn.

During the ye&i endéd JuneKSO 1992, the Ccmmonﬁialth's pend;on

‘expenditure also included payments totaling $22,124,000 to current

retirees employed prior to the establishment of the curresnt plans and to
noo-contributory plans.
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'Thé_foliowing table presents Eﬁ;j:éﬁﬁt;.&;
T . . Sen H.:: .

Subsequenc to June 30; the .Legislature overrode the Governor's véto of
certain COLA provisions, retroactivesto:January 1, 1992, to be funded
from current appropriations for participants in SERS and TRS, and-from
the Pension Reserves Investment:Truast ifund for participants of other
systems. The portions applicable to fiscal year 1992, which totaled
approximately $10,669,000 and $10,926;000, ‘raspectively, are recognized
as liabilities and were paid in :Decamber-1992. The appropriated amounts
are included in Commonwealth contrilutions for the fiscal year endad
June 30, 1992, : oyl s S S

= ISR A o

; ) R RTINS thy N ’
Massachusetts General Laws established ;an’ early retirement incentive
program under which eligible stace émpldy¢a§¢could alect to raceive
enhanced pension benefits in exchange for retiring as of July 1, 1992.
This change is not material, .. .y cieieimun 5o .

Irend Informacion -

ear trend information:

R 3 oy R
_ . S - 8BRS IRS - SERS

Net assets available for benefits .. v ‘ :

as a percentage of the pension.: - 1%

benefit obligation applicable -

to employess: 6§6.86 58.1 48.5

59.1 46.2 54.4

54.2 46.1 41.0

Unfunded pensicn benaefit
cbligation as a percentage of

annual coverad payzroll: 1992 as.s5 165.6 197.2
. ' 1991 "121.8 230.8 124.1
1990 112.8 199.7 242.9

Commonwealth's contributions to the
Pension plan as a percentage of

annual coversd payroll: 1992 12.7 14.0 14.4
' 1991 13.5 12.9 12.7
1390 10.3 11.3 14,1
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(Continued)

Retiremanc gtems onti :
nformation nti d) -

Ten-year historical trend information for SERS, TRS and $BRS may be
found on pages 133 and 134 of the Cormonwealth's Comprehenaive Annual
Financial Report. .This report presenta information about progress made
in accumulating sufficient asseta to pay benefits when dus. ’

Eértain‘intbrmaﬁion was not available for SERS, TRS and the _
Commonwealth's participation in SBRS. Total annual payroll for SERS,

TRS. and SBRS approximates annual covered payroll, however; actual annual

total payroll amounts wers not available thisg year, and have not been
available in prior years. Annual coverad pPayroll amounts were not
available prior to 1950. Ten-year trend data of SBRS for revenues and
expenditures is not availabla in their separacely issued report.

R ‘A RA_90) -

This federal legiglation, passad in October 1990, included provisions
mandating full Social Security coverage for public sector employees who
ares not members of a .retirement system. The Internal Revenus Service
issued regulations on June 28, 1991 which became effactive January 1,
1992. Approximately 4,000 part-time seascnal, intermittent, temporary
or contracted employees of the Commonwealth, who were precluded from
retirement coverage by state law, have been covered by either Social
Security or an alternative PERS which meets federal requirements.
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Retirem am in

En ri F 3 nden

The following authorities iribiﬁfﬁd 8 §
own pensions plans. More detailyy” nfoma.c:.on conceming‘ chegé"plahs is
available in the separate tiuanc;aﬁ stacéments. The pena;gn ben g"
cbligacion and net assets availabjia® ‘foz'b 'ne!!il:l for ea.c.h plan arg as
!.'ollows (amou.m:s in thouannds) R 203

*

Pennion‘-‘”%;' '~ Net asmetg %
e L Tbenagi_t _ available

MBTA " $813, 989
MCCA 2 799
MH'RA 1726

All three authorities met thair actuarially det:erm:.ned employer * * 7
cont:rihul:ion raquira:nenu.

In addition t6 providing pennion benefits -l:he Cm:lmcnweall:h is
statutorily required to provide cerrain&"ﬁmlfﬁh ‘care and life insurance
benefits for retired employees of the ccum‘,r;wanll:h, housing authoricies,
redevelopment authorities, and certain® o‘l:h-r’l‘govurnmannal a.gnncian.
Substantially all of the CMmanwealth'f”éﬁ’:'i%"}?gu may become eligible
for these benefits if they reach’ re:ire ent: aga whila working ‘for the
Commonwealth. Bligible retirses ara required ':o con:ribu:a a specified

percentage of the health cars benefit: cogts’ which is comparable to

- contributions required from employess. : The Cmonwealth is reimburged

for the cost of benefits to retiraes __of l:haT eli ible authori:iag and
non-state agencies, N e WS i

The Camncawsalth Tracognizes its shara of the costa of prov:l.ding these
benefita when paid. These paymenl:s uocaled app[roxima.l:ely 5101 004,000
for the fiucal Year ended June 30, 19_9 3

B

. N RPN e S Y k- - "
SatT T TIIERY K o
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(Continued)

Deferred Compensation Plan:

The Commonwealth offers its employees a deferred compensacion plan
created in accordance with Internal Revenue Code Section 457. The. plan,
available to all empldyees of the Commonwealth and its political
subdivisions, permits them to defer a portion of their salaries uncil
future yesars. The defefted%compansapicn is not available to employses
until :etﬁinatiou, retirement, deach,,or unforeseeable emargency. - All
amounts of compensation deferred under the plan, all property and righes
purchased with those amcunts, and all income attribucable to those
amounts, property, or righta are (until paid or made available to the
employee or other heneficiary)‘solgly the property and rights of the
Commonwealth (without being restricted to the provision of benefitg
under the plan), subject only to the claims of the Commonwealth's
general creditors and its political subdivisions participaring in tlie
plan. Participants' rights under the Plan are egual to the fair market
value of the deferrad account for each participant. All plan assets are
staced at market values, ' : e

It is the cpinion of the Commonwaalth that it has no liabiliéy'for‘
losses under the plan, but it doss have the duty of due care which would

be required of an ordinary prudent invester. The plan assetg are
subject to the claims of the Commenwealth's general creditors; however,
plan assecs have not been used in the past to satisfy such claims.

Of the $764,696,000 in the plan at June 30, 1392, $533,758,000 vas
applicable to the Commonwealth; the remaining $230,938,000 reprasencs
the assets of cities and towns participating in the plan. The. agasets

and liabilities of the deferred compensation plan are included in Agency

Funds at June 30, 1332,

ar lease. Leasa urchase an h inancing

In order to finance the acquisition of equipment, the Commonwealth has
entered into various lease/purchase agreements, including tax-exsmpt
lease purchase (TELP) agreements which are accounted for as capital
leases. These agreements are for various terms and contain clauges
indicating that their continuavion is subject to appreopriation by the
Legislature,
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A telecommunications system has been acquirsd for tha'Oniversity of
Magsachusetts {UMasa)} -through a capital leasge. The leage
under a trust agreament, through the issuance of'ééié diie'
participaticn for approximately $13,700,000, vhich bedr ifca .
average rate of 7.38%'and mature in varying BemifﬁnﬁﬂaiﬁiﬁﬁEiximéﬁta
through 2000. Lease payments are funded from UMasa’ studant fass and
approximace the trustee's payments to certificate holdefg® ~ o - 7

> &

edeanalid

At June 30, 1992, the Commonwealth's aggregate outstanding 1i§ﬁfli§§
under capital lease, the present value of the net minimﬁmhleréé.‘:
paymencs, totals $68,209,000. This liability is reported in’tha General
Long-term Obligations Accounts Group, Equipment AEquifEdfﬁﬁaﬂéﬁéﬁﬁigal
leases and included in the General Fixed Assets Accnun:;Grgggwgq:E%F

approximately $107,665,000.

I A

The Commonwealth leases real property and equipment under numsiout .
cperating lease agreemsnts for varying terms, Thase agrasements . contain:
clauges which indicate that their continuation is subject to - . '
appropriacion by the Legislature. Rental expense for the year ended
June 30, 1992 was approximataly $90,298,000. ‘ T

.The following is a echedule of future minimum leass paymen:sfﬁnder
non-cancellable leases as of June 30, 1992 {amounts in thousands} :

Commonwenl th Usass - Capitll' Operating '
Yesr ending June 30 Leases Leases Leasges Lenses
1993 $164,574 37,646 324,320 sa3,99
1994 13,967 5,939 20,906 54,913
1998 8,677 5,848 12,328 42,739
1994 - 397 477 8, " 30,280
1997 ' “45 7378 4,173 1,645
Theresfter 820 10293 713 8
Total payments 44,159 © $39,051 83,2100  $213,153
Less anount
representing
interest {6,454) S8.387)  (15,001)

Present value af net
minimm leass
payments $37 509

9
2
[
3
5

|
|
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' The MBTA" "has enterad into several sala leaaeback agraemenca w;th major
fznanc;al Lnscxtutionn, covering aqu:pmen: and relling stock, which have
boen accounuad for as opera:;ng leases.. The leagas expire: through 2013.
Upon term;nation, ‘the META may purchase the equ;pment and rolling. stock
.at prices equal to the lesger of a statad percentage (40%-70%) of the

legsor's original purchase prico or residual fair marko: value. as
def;ned

~ -

Tha HWRA leases ‘electric powerransotu, offioe apaoe in Boston and other
properuy ‘under 1ong :erm opera:zng leages. _
The future min;mum rental payments requ;red under ooefa:ino-loooes
hnv1ng initial or remaining noncancelabls lease terms in excess of one
year are as follows (amounts in thousands) :

Year ending ;

1993 S ' " $ 12,068 § 9,916
1994 .. . . 12,068 .. .15,054.
1995 0 .. . 12,068 - . 15,425
1996 ‘ T 12,068 "~ 15,275
1957 and thereafter S 202,441  _204.766
Total - o 8250.713  $260.43¢

The MBTA issued Curtiticatas ot Paxtic;pa::on of $28, 565 000 on
December 15, 1988 and $85,795,000 on August 30, 1990, They have been
classified as chligations under lease/purchase and other financing
arrangements in the accompanying balance sheets. Under the termsg of
the agreement covering the certifica:a-, the Autherity's cbligatien to
make the annual payments cn certificates is subject to the
Commonwealth's appropriating the necessary funds in the. Authority's
annual budget. The certificates wera issued to financs the purchasa
of commuter rail coaches. The certificates bear interest at rates

ranging from 6.1% to 7.8% and mature as followa (amounts in
thousands) :
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13.

14.

arrears. At Juno 30, 1992, the CQmmonﬂizTﬁﬁ%ﬂfir

- cost of servics subsidy in future periodu

: Obliga:ianl Account Group.

1593
19%4
41995
1996
1997 o B
1998 and thereatteri" :

Total

Commicments:

these subsidies total $573,299,000 for ¢ha thp*nnd $28,483, 000‘!0: :he
regional transit authorities. The- ne:‘ca;? 3i3$
recognized as a current 1iabzlity of “the *éomman

] éﬁau:hor;cius will be assessed

their proporticnate shares of the net cout‘ _ “dervice. A ‘receivable from

cities and towns of $183,971,000 is ;recorded at June 30, 1992, to account

for these future reimbursements. ' The MBTA haabSIBO recorded net deferrad

charges at June 30, 1992, which will‘be’ Lﬁglgd.d in the Commonwealth's net
| PETHE gqmmpnwealth has =

: the General Long term

recognized its liability for chese !u'

The Cnmmonwaalth is alsc s:atu:orzl , p:avide contract
agsistance for debt sarvice obliga: ons “te-tha’ HCCA‘and the Government
Land Bank. -Such assistance totaled s: .898”00091n°£inc41 year 1992. As a
result of the MCCA's advancas :efunding ‘of deb urxng ‘fiscal year 1992,
appreopriations for this purpose have bann raducad to $12,057,000 in fiscal

year 1993,
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FISCAL YEAR ENDED JOUNE 30, 1992

(Continued)

inued):

At June 30, 1992, the aggregate outstanding debt for which the :
Ccmmonwealth is obligated to provide contract aseie:ance Support totalaed
§2,515,329,000. In addition, the Commonwealth guarantees the debt of
certain local governmencs and the Higher Education Building Authorities.
The guarantead debt ‘sucatanding at June 30 1992,'wae approximately
$249,233,000.

At June 30, 1992, the Commonwealth had commitments approaching
$1,886,000,000 for various censtruction projects, The majority relace to
new consgtruction. fund;ng for a major infrastructure program known ag the
Central Artery Projeot, in which Federal participation is anticipated.
The remainder relate 'to a wide range of building construction projects,

Enterprise Eggggéi;

As part of a major capital improvement program, the HHRA has encered into
a number of contracts for the design and constzruction of facilities. At

.June .30, 1992, commitments under these contracts aggregated approx;mately

51, :|.oo 000,000, e e e e

'The;uwnh is required by a deoision of e federel dietrxot court, :o comply

with a detaxled echedule of actions to aohieve and maintain compliance
w:th the requiremente of .tha Clean Water Act. The schedule. inoludee the

oone:ruct:on .of new primery :reetment .facilicies, .cammencing December 1990

and finxehxng by July 1985, and the construction secondary. treatment: '

'"feoil;txee dur:ug 1995 to be completed dux;ng 1999.  Other matters ara
still outs:and;ng . T

1The MWRA hee eocep:ad reepone:bxl:ty and 1ega1 1;ab111:y for undertakzng

measures to oontrol discharges from, combinad sewer overflews (CSOs). into
Boston Harbor .and edjacen: waters, excluding liabxlzty for any failurs to

,"undertake eueh measures prior to February 27, 1987, The federal district
‘court has entered an order which provides a schedule for 1mplemen:atxon of

short-term controls for CSO discharges and plann;ng long-term controls.

The MWRA is in substantial compliance with this schedule. In fiscal year
1991, the Authority .} reoommended plan. for the long-tezm control c¢ptionsg,
aggrega:ing §1,200,000, 000,_wee approved hy the federal d;etr;ct court and
regulatory agenc;ee.c -
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gConnxnuad)
ISR R

mmitment ntinued) : -

En ri F v} ' -.

The MWRA's operat;ng and cons:ruc:ion plans are designed '£8 : y ‘with -
the federal district court'g’ achedul ‘ot actions. Theg, ﬁng an:xc;paces
capital expenditures of approx;ma:el?’sﬁ ;000,000,000 !rém fi“cal“isso to
1999 based upon the currzent- das;gn“and Sonatiuction plan undif fig’ “1is
expectad to come from various £ederal ‘arid dtate grants’ and'Efﬁm MWRA'
debt proceedd. Subsequent to Jung®30) tHe federal govaimnent: ”qih"i ed
$180,000,000 in grants to the HHRA?E&? the cleanup of Roitdr

which 580,000,000 has bheen apprcpriated

P NS

As of June 30, 1592, the Haasachuuet:s Water Pollution Aha:emeng TAist
(the Trust) has entered incd bind;ngkcommi:ments to provide£§’§’,z4§ 046
in loans co fund four MwnA prgjgcc..aér:“ e A ,

Development Fund had committad Eo® iiluingagortgagos of $13,047, 167J

UMass, a component of the Medical' anduhduca:ional Facilities Pund, Has
outstanding purchase commitments with can:ractorn for :h- canstruc:xon of

2 lsii“

certain’ tacilitiea The ccmm;tmen:s -AT®

Qther -

The Fension Reserves Investment Trus:““adminvestmenc vehicle for' certain
of the Commonwealth of ua-sachusa::a'Jranaion”%rus: Funds, had outstanding
commitments at June 30, 1992, to 1nveitfisaﬁﬁoo 000 in ‘real estate,
$49,000,000 in al:e:nativn invastmen:l’and $78‘000 000 “in’ sp.cial equz:y

investments. G FOUN 0% CERE YUV
o e : AR oFidvd bangrh ds SRR T
w: o R } e ‘LS f’ﬁ)“hsﬂi’...e 2 '..' P ade
- : | : ‘ Coerud rizas 200, LL30Y e . -
A number of lawsuits are pending or'hhraahened a'ainnt the Commonwealth

i Dretas

which arose from the ord;na:y coursge’ of ope:ations - These include ‘elaims
for property damage ‘and personal’ injhry'“breachaa of "dontrace;" e
condemnation proceedings and other’ dllugad Violaticns of law. For those
cagses in which it is probable thata‘1088“wWill be ‘incurred and the dmount
of the potential judgment can be rsanonably estimated, the Attorney
General estimates the liability to be approximately $103,342,000, Of chis
amount approximacely $55,245,000, which is expected to he paid during
fiscal year 1993, is recorded in fund liabilicies; approximately
548,097,000 expected to be paid thereafter, is recorded as a liabilicy 1in
the General Long-term Obligations Account Group.
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(Continued)

igs inued) :

Varicus cases are currently hefore the Appellace Tax Board, with
approximately $528,000,000 of collected taxes being contested. For those
cases in which it is probable that a loss will be incurred, the Department
of Revenue estimates the Commonwaalth's liability to be approximately
$85,000, 000. Apprcximately $30,000,000, which is expected £0 he settclad
during fiscel year 1993, is included among fund liabilities, apprcximately
$55, 000, 000, which is expected to be sactled after June 30, 1993, is
recorded as a liebility in the General Long-term Obligations Account
Group.

Workers' compensation costs ara recognized when claims are incurred. The
Commonwealth's .outscanding liability for such claims at June 30, 1992,
including claims incurred but net reported, is estimated to ba
$260,000,000, of which epprcximntely 549,500, 000 is expected to ba paid
during fiacal year 1993, and is included among fund liabilities; the
remninder of epproximately $210,500,000 is recorded as a liability in the
ideneral Lang term Obligeticnn Account Grcup

The Commonweelth receivee eignificant financial anuistence frcm the
federal government. Entitlement t¢ the resources is generally conditional
upon compliance with terms and conditions of the grant agreements and
applicable federal regulations, including the expenditure of the resources
for eligible purposes. Substantially all federal finsncial asasistance is
aubject to financial and compliance audits. . Any disallowancas bacome
liabilitiee of the fund wvhich received the assistance. As of Juns 30,
1952, the. Ccmmcnweelth estimates. that liabilitcies, if any, which may
result from such audits ars not matearial. .

The Commonwealth's abandoned property law requires deposit of certain
unclaimed assets into a managed Agency Fund. The statute requires the
excegs amount over $500,000 each June 30 to be remirted to the General
Fund whare it ia included in miscellanecus revenue. Amounts remitted
during fiscal year 1992 totnled $3B 528 000.. Since inception,
apprcximetely §281,400,000 has been remitted .. This represents a
contingency, becauee claimu for refunds can be mede by the owners of the
_property. No mnteriel .amounts have heen repaid. .
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15. Contingencies (Continue

Enterprise Funds -

A substantial part of the Mwra:
become subject to court supervi;
for a Clean Water Act violatig he ; MDC & sewerage operations. In
addition, the court has reserveqd: the rlght to order further remedial

action and assess penalties, Thé
will be requested by litigants or agsesséd by the courts in the future.
No penalties have been assessed h une 30, 1992,

l6. Restatement

P

&_nﬁfund alances of the Expendable

effect of the restatement waé“t
Government by $416 mllllon thh

ncrease ¥§genues from the Federal
RBECARRIE,
responding reductions in the due to
unempfoyment benefits in the

Fiduciary Fund Type and the 1992' 187 Memorandum only) .

R& ﬂ%’
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cructlon programs have become or may
n‘-as a result of a finding of liability

annot. predict whether penalties




PUBLIC EMPLOYRR RETIREMENT SYSTEMS -

REQUIRED SUPPLEMENTARY INFORMATION
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A
BEQUIRED supp{ eMENTARY INFORMATION
SGHEDULE oF FUNDING PROGR
FOR FISCAL YEAR !

(Arrmum in lhounndl)

n @ @ “ &

)]
E Unfunded pension
Umunded benafit Db"g.ﬂon
: Net a1sets Penslon %y pengion benefit Annual a8 a percentage
Fiscal available - beneftt funded . © obligation coverad of coversd payroll
yaar for benefits . obligation !]l’@' Li ,.n»-m ={1) _E'W'o" 445
State Emgo!-.l' Retirament Systam
1992 $4,699,000 $7.061,000  ssssx -V $2362,000 $2,838,000 T 89.54%
1981 4,052,000 6,854,000 9.12% 2,802.000 2,300,000 121.83%
1990 3,741,000 6,900,000 54.22% T 3,159,000 2,801,000 L 1278%
JTeachers' Retiremant System )
1982 $4,784,000 . $8,230,000 58,13% $2.032,000  1e9.59%
1991 4,066,000 8,853,000 40,15% 2,085,000 T '230.85%
1990 . 3797.000 - 8,245,000 48.05% 2227000 T 199.73% -
Stats —Baston Retirsment System
1982 $342,000 $705.000 8.51% $184,000 CoigT.2e%
1091 341,000 553,000 54.43% 203,000 12’.149‘ _
1999 275,000 571,000 40.98% 183,000 . o T 242.94% ¢

sctuarial valustions and I:ho interim update, Infomnﬂon for the ﬂlcll yam p(lor to 1990 Is not avedable.

l‘fi‘&. ’“"}
b sdl
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COMMONWE}_\_I_.TH OF MASSACHUSETTS

Py PLOYEE RETIREM
REQUIRED SUPPLEMENTARY INFORMAT!

MEDULE OF REVENUES BY SOURCE AND EXPENS p

FOR FISCAL YEARS 1988 THROUGH 1992

(Amouma in thousands)

Flovcnun Source

' Fiuu Employas " Employer Contibution ase  Investment .
yeoar econtrbution gontribution Percantage of Payroll . Income Taotal
1988 $1 72.&0'} $268,993 11.7% $84,858 $508.458
1989 192,332 271,927 10.6% 487971 . -+ . 952,230 -
1990 192.068 292,101 10.4% - 284,513 782,679
1991 196,413 313,485 13.6% 111,472 821,370
1992 191,501 333,028 - 1287% B 497,003 - 1,022,332

“Expenses 8y Type ‘.

Fiscal . Administration o
yesr Benafits expenses her Total
1988 $245,573 $2,800 . $73,358 . $322.229 - .

1989 - 259,101 . 2930 o 84,185 Ms218
1980 - 250,284 2,598 . 94,420 385,299
1981 311,433 ) 2,052 107,504 420,989 ‘
1992 - 333,828 1,857 132,828 468,513 I

- Jemohwrs' Retirement System
. H;vangu By Soyrce

Fiscal Employes Employer Contribution as a lnvestment
yoar contribution contribyticn Parsantage of Puyroll Income Total
1988 125,223 243,988 o 12.6% . 100,837 489,720
1989 120,004 282,443 LR L T 411,303 789,750
1890 141,845 282,717 T 1.4% 2.7 686,073
1991 144,173 288,010 13.0% 183,554 535,737
1092 148,837 204,458 14.0% 839,968 1,071,101

Expenses 8y Type

Fiscal Administration
sar Benefis axpenses Cther Tatal

1988 $224.909 $1.484 $48.539 $272,932

1989 237,332 1,471 49,339 258,342

1990 250,214 1,282 54,255 305,851

1991 208,924 - 1,088 58,108 azr. 118

1992 284,498 1,080 63,688 349,278

Flacal year 1988 i3 the first yaur far which complete revenus and expense infarmatan is available.
Information for the years prior to 1988 Is net available.
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APPENDIX B

Warner & StackpoLE

ATTORNEYS AT LAW
\S Established 1874
75 State Street Telephone: (617) 951-9000
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-FORM OF BOND COUNSEL'S OPINTON

October 28, 1993

The Honorable Joseph D. Malone

. Treasurer and Recelver-General
The Commonwealth of Massachusetts
State House - Room 227

Boston, Massachusetts 02133

The Commonwealth of Hassachusetts
§200,000,000 General Obligation Bonds,
Consolidated Loan of 1993

Series B

Dear Treasurer Malone:

We have examined a record of proceedinge relating to the issuance'by The
Commonwealth of Massachusetts (the "Commonwealth") of its 5200,000,000 General
,0Obligation Bonds, Consolidated Loan of 1993, Series B, dated October 1,: 1993

- (the "Bonds"). We have also examined such provisions of applicable law and
such other documents as we have deemed necessary in order to  render.  this

R

opinion. -

. The Bonds mature and bear interest and are subject to mandatory. sinking
fund and optional redemption at such times, in such amounts, at such prices and
upon such terms and conditions as are set forth in the Bonds. The Bonds are
being issued. by means of a book entry system, with certificates immobilized at
‘the Depositary Trust Company, New York, New York ("DTC"), and are not available
for distribution to the public, with transfers of ownership effected on the
records of DTC and its participants pursuant to rules and procedures issued by
DTC and its participants. o

-Based upon the foregoing. ve are of the opinion that, under existing law:

1. The Bonds have been: duly authorized and are legal and valid general
obligatione of the Commonwealth to which its full faith and credit are pledged
‘for payment of principal and interest when due. :

The provisions of Chapter 62F of the Massachusetts General Laws establish
a state tax revenue growth limit and do not exclude principal and interest
payments on the Bonds and other Commonwealth debt obligations from the scope of
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the limit. The provisions of Chapter 29, Section 60B of the HMassachusetts
General Laws impose an annual limitation on the percentage of total
appropriations that may be expended for payment of interest and principal on
certain general obligation debt of the Commonwealth, including the Bonds.
Chapter 151 of the Acts of 1990 dedicates certain state tax revenues for debt
service on previously issued Fiscal Recovery Bonds of the Commonwealth. The
property of the Commonwealth 1s not subject to attachment or levy to pay a
judgment, and the satisfaction of any judgment against the Commonwealth gen-
erally requires legislative appropriation. Enforcement of a claim for payment
of principal of or interest on the Bonds may also be subject to the provisions
of federal or Commonwealth statutes, if any, hereafter enacted extending the
time for payment or imposing other constraints upon enforcement, insofar as the

same may be constitutionally applied.

2. Interest on the Bonds (including any original issue discount
properly allocable to & holder thereof) is excludable from gross Income for
federal income tax purposes and is not an item of tax preference for purposes
of the federal alternative minimum tax imposed on individuals and corporations,
but is includable in "adjusted current earnings" of corporate holders of the
Bonds and therefore will be taken into .account in the computation of the
alternative mninimum tax applicable to certain corporations. However, we ex-
press no opinion as to (a) a denial of a deduction for interest on indebtedness
incurred to purchase or carry the Bonds, or in the case of a financial
institution, that portion of -the holder's interest expense allocable to
interest on the Bonds; (b) the possible inclusion of interest on the Bonds in
calculating the environmental tax which may be imposed on corporations which
hold the Bonds; (c) the possible reduction of loss deductions incurred by non-
life insurance companles which hold the Bonds; (d) the possible inclusion of
interest on the Bonds in the taxable base of a United States branch of a
foreign corporation for purposes of the tax imposed by Section 884 of the
Internal Revenue Code of 1986, as amended (the "Code")} (e) the effect of ac-
counting for interest on the Bonds for purposes of determining- the taxability
of social security and railroad retirement benefits; (f) the possible inclusion
of interest on the Bonds in excess net passive income of certain subchapter S5
corporations as imposed by Sectlon 1375 of the Code; and (g) any other federal
tax consequences arising with respect to the Bonds. )

In rendering the foregoing opinion that interest on the Bonds is, as of
the date hereof, excludable from gross income for federal income tax purposes
we have (a) relled as to questions of fact material -to our opinion upon
representations of the Commonwealth (including representations as to the use
and investment of proceeds of the Bonds), without undertaking to verify the
same by independent investigation, and (b) assumed the continued compliance by
the Commonwealth with its covenants relating to the use of the proceeds of :the
Bonds, and other covenants specifically designed to assure that the interesti on
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the Bonds is, and continues to be, excludable from gross' income for federal
income tax purposes. The inaccuracy of any such representations or the noncom-
pliance with any of such covenants may cause interest on the Bonds to become
includable in gross income for Federal income tax purposes retroactive to the
date of issuance of the Bonds.

3. The Bonds and the Interest thereon (including any original issue
discount properly allocable to a holder thereof) are exempt from taxes imposed
by the Commonwealth, although the Bonds and said interest may be included in
the measure of estate and inheritance taxes and of certain corporate excise and

franchise taxes.

Very truly yours,

WARNER & STACKPOLE
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