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June 1, 2011

The Honorable Stephen M. Brewer, Chair
Senate Ways and Means Committee

State House, Room 212

Boston, MA 02133

The Honorable Brian S. Dempsey, Chair
House Ways and Means Committee
State House, Room 243

Boston, MA 02133

Dear Senator Brewer and Representative Dempsey:

Pursuant to Massachusetts General Laws Chapter 10, Section 10, the Office of the State Treasurer and
Receiver General and the Executive Office for Administration and Finance hereby submit the current cash
flow forecast for fiscal years 2011 and 2012.

Certain cash items, such as the balance of the Stabilization Fund as well as a number of other funds, are
required to be categorized as segregated and do not contribute to the Commonwealth’s “pool” of non-
segregated cash balances. These segregated items are statutorily restricted for a specific purpose.

Please note that the fiscal year 2011 and 2012 cash flow forecast projects monthly cash closing balances.
Given the variable nature of state cash expenditures and revenues, the daily cash balances often differ
greatly from the projected monthly closing balance.

Highlights of Fiscal Year 2011

Fiscal year 2011 is based upon the General Appropriation Act (GAA) signed on June 30, 2010 (including
the value of all vetoes and subsequent overrides); all supplemental appropriations filed, enacted or
anticipated and includes all prior appropriations continued into fiscal year 2011. Fiscal year 2011
projections are based on actual spending and revenue through April 2011, and estimates for the remainder
of fiscal year 2011.

The fiscal year 2011 GAA totaled approximately $27.570 billion, and was based upon a consensus gross
tax estimate for fiscal year 2011 of $19.078 billion. On January 18, 2011, the Secretary of Administration
and Finance, in consultation with the chairs of the House and Senate Committees on Ways and Means and
based on available data on tax revenue collections and economic trends, revised the fiscal year 2011 tax
revenue estimate from $19.078 billion to $19.784 billion. The gross tax figure includes $1.442 billion
dedicated to the Commonwealth’s pension obligation, $767.1 million in sales tax revenues dedicated to
“The use of the term “fiscal year” is generic, meaning the period from July 1, 2010 to June 30, 2011, rather than as the term is specifically defined

for budget purposes. This is because for cash purposes the “fiscal year” includes “accounts payable™ activity for fiscal year 2010, and excludes
“accounts payable” activity for fiscal year 2011.
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the MBTA, and $654.7 million in sales tax revenues dedicated to the MSBA. In addition to the tax
revenue, the fiscal year 2011 budget relies upon $1.244 billion in additional federal Medicaid matching
funds (FMAP). There is currently no planned fiscal year 2011 withdrawal from the Stabilization Fund.
On April 11, 2011, the Governor approved supplemental budget legislation that restored the statutorily
required deposit into the Stabilization Fund of 0.5% of total tax revenue. This deposit was initially
suspended in the fiscal 2011 budget. The value of this deposit is projected to be almost $100.0 million
and is expected to result in a projected fiscal year 2011 ending balance of $770.0 million in the
Stabilization Fund.

As enacted, the fiscal year 2011 budget assumed total transfers from the Lottery of $1.008 billion to fund
various commitments appropriated by the Legislature from the State Lottery Fund and the Arts Lottery
Fund, including Lottery administrative expenses and $812.2 million in appropriations for local aid to
cities and towns, with the balance, if any, to be transferred to the General Fund for the general activities
of the Commonwealth. This legislative assumption exceeded the revenue projections given by the State
Lottery Commission for fiscal year 2011 ($986.8 million) by approximately $21.0 million. This
deficiency, along with other budgetary exposures, was addressed by the Governor with vetoes when he
signed the fiscal year 2011 budget. In December 2010, the State Lottery Commission reduced its revenue
projection from $986.8 million to $960.5 million. Subsequent reductions were $956.0 million (March
2011) and $958.7 million (April 2011). The revenue projection for fiscal year 2011 was increased to
$964.9 million in May. The current estimated deficiency for budgetary distributions to be funded by
Lottery proceeds is $23.2 million.

The Commonwealth’s five-year capital investment plan, which is reviewed annually, calls for fiscal year
2011 bond issuance of approximately $2.3 billion. This amount includes $1.625 billion in bond cap and
$675.0 million of borrowing for the Accelerated Bridge Program (which includes $300.0 million of
borrowing for the program carried over from prior fiscal years), as well as $375.0 million in borrowing
for fiscal year 2011. $200.0 million of prior years spending against the Accelerated Bridge Program bond
authorization was temporarily financed with the issuance of bond anticipation notes issued in July 2010
and retired with a portion of the proceeds of Accelerated Bridge Program long-term bonds issued on
December 23, 2010. In terms of the general obligation bond cap financing needs, $358.0 million in bonds
were issued in August 2010 and an additional $350.0 million were issued in November 2010, $360.0
million were issued in March 2011 and $469.6 million are expected to be issued on June 1, 2011. In
terms of cash flow borrowings, $1.2 billion in Revenue Anticipation Notes (RANs) were issued in August
2010. The RANSs represent the cash flow borrowing needs projected for fiscal year 2011 fo maintain
adequate cash balances and liquidity. Like the RANs issued for fiscal year 2010, the RANs issued for
fiscal year 2011 mature in April, May and June 2011. The April and May 2011 repayments were made in
full and on time.

The fiscal year 2011 projection shows an overall increase in the non-segregated cash balance from $844.3
million to $2,129.5 billion.

Highlights of Fiscal Year 2012

Fiscal year 2012 projections are based on the Governor’s House 1 budget recommendation. It is included
on the basis of historical precedent in order to provide a starting point for the analysis of the
Commonwealth’s fiscal year 2012 cash needs. The usage of House 1 does not constitute the Treasury’s
.endorsement of the proposal.

On January 18, 2011, a fiscal year 2012 consensus tax revenue estimate of $20.525 billion was agreed
upon by the Secretary of Administration and Finance and the chairs of the House and Senate Committees
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on Ways and Means. The gross tax figure includes $1.478 billion dedicated to the Commonwealth’s
pension obligation, $779.6 million in sales tax revenues dedicated to the MBTA, and $678.1 million in
sales tax revenues dedicated to the MSBA.

On January 26, 2011, the Governor filed with the Legislature his budget recommendations for fiscal year
2012. The Governor’s recommendations call for total spending in fiscal year 2012 to be less than total
anticipated spending in fiscal year 2011 by $570.0 million, or 1.8%, after accounting for close to $400.0
million of off-budget spending in fiscal year 2011 for Chapter 70 education aid, higher education and
special education from federal stimulus funds that would otherwise be accounted for within the state
budget. After accounting for one-time resources supporting the fiscal year 2011 budget and estimated
changes in tax and non-tax revenues, the total available resources expected to be available in fiscal year
2012 are $1.2 billion less than fiscal year 2011. The Governor has proposed $627.0 million in additional
resources to support the fiscal year 2012 budget, resulting in a total budget that is $570.0 million below
fiscal year 2011 estimated spending. Of the $627.0 million in additional resources, $385.0 million are
considered by the Executive Office for Administration and Finance to be one-time resources, including a
withdrawal of $200.0 million from the Stabilization Fund. The $200.0 million withdrawal from the
Stabilization Fund leaves a projected fiscal year 2012 ending balance of approximately $570.0 million.

The Commonwealth’s five-year capital investment plan, which is reviewed annually, calls for fiscal year
2012 bond issuance of approximately $2.07 billion, which includes $1.75 billion in bond cap and an
adjusted $320.0 million of borrowing for the Accelerated Bridge Program. The amount projected to be
needed to fund Accelerated Bridge Program spending needs in fiscal year 2012 has been revised
downward by approximately $172.0 million since, taking advantage of favorable market conditions, that
amount was funded with the December 2010 Accelerated Bridge Program bonds sales. For cash flow
needs for fiscal year 2012, Treasury expects to issue RANs in August or September 2011 with repayment
in the final quarter of fiscal year 2012.

Treasury, Administration and Finance, and Comptroller staffs continue to meet regularly to monitor the
status of the Commonwealth’s cash position. Please feel free to contact our respective staffs if you
require additional information. ‘

Sincerely,

4 T S —
y- EF

Steven Grossman
Treasurer and Receiver General

vy Gonzalez
ecretary of Administration and Finance

Enclosures
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June 1, 2011

Cash
Investments

Total
Less float (actual)

Segregated bond funds
Non-segregated cash

Total

Cash
Investments

Total
Less float (actual)

Segregated bond funds
Non-segregated cash

Total

Cash
Investments

Total
Less float (actual)

Segregated bond funds
Non-segregated cash

Total

CASH AND INVESTMENTS
AS OF JANUARY 31, 2010

CASH AND INVESTMENTS
AS OF APRIL 30, 2010

CASH AND INVESTMENTS
AS OF JULY 31, 2010

$ 524.849
984.675

$1,509.524
(237.869)

$1.271.655

$ 333.591
1,271.655

$1,605.246

$§ 361.895
1,164.420

— T

$1,526.315
(201.119)

§1,325.196

$ 26.652
1.325.196

$1.351.848

$ 255431
1,005.218

PR S el b oS

$1,260.649
(178.500)

$1.082.149

$ 322.500
1,082.149

g e T

§1.404.649



June 1, 2011

Cash
Investments

Total
Less float (actual)

Segregated bond funds
Non-segregated cash

Total

Cash
Investments

Total
Less float (actual)

Segregated bond funds
Non-segregated cash

Total

Cash
Investments

Total
Less float (actual)

Segregated bond funds
Non-segregated cash

Total

CASH AND INVESTMENTS
AS OF OCTOBER 31, 2010

CASH AND INVESTMENTS
AS OF JANUARY 31, 2011

CASH AND INVESTMENTS
AS OF APRIL 30, 2011

$ 3280918
1,454.218

$1,783.136
(260.987)

$1,522.149

$ 447.700
1,522,149

$1.969.849

§ 355.158
_1.797.313

$2,152.471
(204,324)

$1.948.147

$ 851.000
1,948.147

$2,799.147

$ 133.870
2,373.099

$2,506.969
(260.941)

$2,246.028

$ 826.900
2,246.028

§3.072.928



