
The Governor’s Budget 
Recommendation
Fiscal Year 1997

January 23, 1996

Volume I

Commonwealth of Massachusetts 
William F. Weld, Governor 

Argeo Paul Cellucci, Lieutenant Governor





HOUSE, No. 1A of 1996

The Governor's Budget 
Recommendation 
Fiscal Year 1997

January 23,1996

Volume I

Commonwealth of M assachusetts 
W illiam F. Weld, Governor 

Argeo Paul Cellucci, Lieutenant Governor





Contents

Governor's Message 

Fiscal Health and Prospects 

Local Aid Narrative 

Outside Sections 

Tax Expenditure Budget

Part I: Introduction to  the Tax Expenditure Budget 

Part II: The Personal Income Tax

Part III: The Corporate Excise And Other Business Excises

Part IV: Sales And Use Tax

Part V: Estate Tax And Generation-Skipping Tax

Part VI: Appendices

Part VII: Glossary

Capital Outlay



-



Governor’s Message





A Message from Governor William F. Weld 
and Lieutenant Governor Argeo Paul Cellucci

INTRODUCTION

When we began our firs t term as Governor and Lieutenant Governor in January of 1991, 
we decided to make balancing the budget w ithou t raising taxes one of the defining ideas of 
our adm inistration. We did so for one simple reason: it is almost impossible to govern 
e ffective ly if the fiscal house is out of order.

As we have successfully pursued this objective for the past five years, we have benefited 
from the combined wisdom of many people: small business people, service providers, 
consumers, state government employees, and individual taxpayers, to name just a few .
We have also benefited from the collective knowledge of a Legislature tha t has shared our 
enthusiasm for fiscal prudence, and has often taken our in itiatives and made them better.

The end result of this remarkable collaboration is astounding. The Commonwealth began 
Fiscal Year 1991 in the summer of 1990 w ith  an opening fund defic it of $1.1 billion. We 
closed Fiscal Year 1991 in the summer of 1991 w ith  a positive fund balance of $237 
million. By Fiscal Year 1995, the beginning fund balance had risen to $589 million, a $1.7 
billion swing over jus t four years. The closing balance for Fiscal Year 1995 was equally 
positive, tota ling $726 million. The Stabilization Fund, which was empty when we took 
office, has a $425 million surplus five years later.

The Commonwealth has also made extraordinary progress using Generally Accepted 
Accounting Principles (GAAP), a more rigorous test of fiscal health than the accounting 
practices required by state law. A t the close of Fiscal Year 1990, the Commonwealth fund 
balance was $1.9 billion in deficit, on a GAAP basis. By the end of Fiscal Year 1991, the 
GAAP defic it had been reduced to $761 million. In Fiscal Year 1995, for the firs t time 
since it started measuring its financial condition using GAAP in the mid 1980s, the 
Commonwealth of Massachusetts closed its books w ith  a positive fund balance, tota ling 
$287 million.

Along the way, we have worked w ith  the Legislature to make an enormous amount of 
progress on a number of policy and programmatic fronts, including:
• Managed Care Medicaid;
• Workers Compensation Reform;
• Welfare Reform;
• MWRA Rate Relief;
• Facility Consolidation;
• Education Reform;
• Truth-in-Sentencing; and
• Bail Reform.

In addition, we have worked w ith  the Legislature to cut taxes eleven times since 1991; the 
combined e ffect of these cuts have saved taxpayers over $700 million annually.
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The Massachusetts economy has responded positively to th is potent com bination of fiscal 
prudence and tax reductions by creating 180 ,000  new jobs since 1991, reducing our 
unemployment rate from  9.5 percent in March of 1991 - one of the highest in the nation - 
to 5.1 percent in November of 1995, which is one of the lowest.

FISCAL YEAR 1997  OVERVIEW

W ith our fiscal house in order, we were able to ask people a very simple question: "If you 
could start from  scratch, would you organize state government the way it is organized 
today, or would you change it?"

As we traveled across the Commonwealth over the course of the past six months, we 
asked people th is question. No one said the current organization makes sense. V irtually 
everyone had a w ay to make it better, and almost no one defended the status quo: too 
much duplication; too few  points of accountability; too much conflic ting  paperwork; and 
too many overlapping jurisd ictions.

Just as im portant, very fe w  people in state governm ent, and only a handful of members of 
the Legislature, answered the firs t question affirm ative ly. M ost believed, like their fe llow  
citizens outside the public sector, tha t the current arrangement does not make a great deal 
of sense, does not maximize custom er service, and can, at tim es, simply get in its own 
way.

Yet changing the current organization of state governm ent w ill not be easy. The current 
structure did not happen overnight, and much of it is due to  the influence of powerful 
interest and advocacy groups. Moving away from  the status quo w ill require a concerted 
e ffo rt over several years to  be fu lly  realized, although many actions can be taken 
im m ediately. This budget docum ent reflects a number of in itia tives tha t can be pursued 
im m ediately, but assumes tha t additional consolidations and effic iencies can become 
operational only after other reforms occur firs t.

Fortunately, we begin debate around th is sh ift in structure w ith  the knowledge tha t the 
Legislature has supported a number of multi-year in itia tives in the past, many of which 
were politica lly d ifficu lt. These include the sh ift tow ard managed care in Medicaid, 
education reform , and fac ility  consolidation. This budget, and the legislative language that 
accompanies it, is a firs t step tow ard an operating structure fo r state governm ent in 
M assachusetts tha t w ill properly position the Com m onwealth for the turn of the century. It 
maximizes accountability; takes advantage of technology; prepares for federal changes 
around programs and funding; and eliminates adm inistrative duplication.

More im portantly, once fu lly  implemented, this plan w ill save over $600 million in annual 
operating expenses. This makes it possible for the Commonwealth to continue to  provide 
tax relief to its working men and women by reducing their income tax burden by $530 
million, from a personal income tax rate of 5 .95%  today, to  5 .7%  in Calendar Year 1997, 
to  5 .45%  in Calendar Year 1998.
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FORM FOLLOWS FUNCTION

As we met w ith  constituents, and solicited advice from others around the Commonwealth, 
it became clear to us tha t a comprehensive review of state government would have to 
begin w ith  an inventory of functions, tasks, and activities. This would tell us where the 
overlaps, duplications, and multiple points of accountability rested, and give us an 
opportun ity to bundle together similar functions serving similar populations under single 
adm inistrative entities.

For example, dozens of state agencies issue licenses. Many use similar processes; collect 
similar inform ation; and use similar enforcement mechanisms. Yet each has its own 
inform ation systems, its own adm inistrative operations, and its own distribution systems. 
This is not only duplicative and inefficient, it is also very customer unfriendly. For example, 
boats and automobiles are licensed and registered at d ifferent locations using d ifferent 
registration fees and d ifferent rules fo r payment of sale tax, even though the only 
significant difference between the tw o  is that one has wheels and the other floats.

Many Executive Office of Health and Fluman Services (EOHHS) agencies serve the same 
families and the same individuals, yet there is no capacity to generate an unduplicated 
count of service recipients, or a comprehensive snapshot of any particular individual's 
interaction w ith  the current EOHHS Secretariat and its agencies at any given point in time, 
or over time. In addition, many current Executive O ffice of Communities and Development 
programs serve current EOHHS clients, but there is little  capacity to determine the full 
extent of the intersection between the tw o.

This fragm entation of responsibility and authority has, over the years, eroded 
accountability. If five or six d ifferent adm inistrative entities are each responsible fo r only a 
piece of a transaction, each can blame the other if it doesn 't get done quickly, is done 
poorly, or is not done at all.

Much of this year's budget proposal is designed to end this kind of fragm entation: to 
establish singular points of accountability for similar functions; to place responsibility for 
performing those functions in one place; and to enable the managers and workers assigned 
to these activ ities to deliver the highest possible level of services. This w ill not only make 
state government more effic ient, it should make it more accountable to the Legislature, to 
the taxpayer, and to the constituencies it serves.

In fact, once we inventoried functions and program responsibilities, and built an 
adm inistrative structure to  support them, we discovered tha t the Commonwealth has far 
more adm inistrative structure than it needs. So much, in fact, tha t it makes executing 
transactions more complicated and more d ifficu lt. Eliminating this adm inistrative 
underbrush w ill make the Com m onwealth 's government both smaller and better.

Specifically, we believe the Com m onwealth 's primary objectives can be more fu lly  realized 
by utilizing a smaller Cabinet structure. This w ill make it possible to construct clearer lines
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of accountability, which w ill, in turn, encourage more customer-focused service delivery, 
and better program management.

This budget proposes the elim ination of five cabinet secretariats:
• Communities and Development (EOCD);
• Consumer A ffa irs  (EOCA);
• Economic A ffa irs  (EOEA);
• Education (EOE); and,
• Labor (EOL).

A thorough review  of the functions, goals and responsibilities of each of these entities did 
not ju s tify  continued existence. Rather than retaining a stand-alone housing and 
com m unity developm ent secretariat (EOCD), it makes more sense to place its resources 
w ith  secretariats and agencies tha t could maximize them by leveraging other programs.
For example, many of the recipients of EOCD's housing voucher program, which benefits 
low  and moderate income individuals and fam ilies, are already receiving support and 
rehabilitation services from  existing EOHHS agencies. Combining these funds w ith  other 
programming at the proposed Executive O ffice of Family Services (EOFS) makes it possible 
fo r EOFS to  maximize these resources. It also puts the burden of resource allocation and 
service coordination squarely on the EOFS Secretariat, instead of providing each Secretariat 
w ith  an opportun ity  to  blame the peculiarities of the o ther's operations fo r inappropriate 
decision-making.

EOCD w orks w ith  local com m unities, but so does the current Division of Local Services 
(DLS) at the Departm ent of Revenue. By combining EOCD's e ffo rts  w ith  DLS, we can 
create a single entity , the Division of Municipal Services tha t can provide local 
governm ents w ith  a single point of accountability fo r the ir relationships w ith  the 
Com m onwealth. By consolidating these activ ities w ith in  a division of the Department of 
Revenue, which is part of the Executive O ffice fo r Adm in istration and Finance (EOAF), we 
can assure tha t the needs and concerns of local government are heard by the people who 
have the necessary tools to address them.

The Executive O ffice of Consumer A ffa irs  oversees a variety of regulatory and 
adm inistrative functions, many of which can benefit from adm inistrative consolidation and 
the in troduction of s tatew ide inform ation technology tools. Its licensing functions, 
however, do not need to be separate from  other licensing operations at the Department of 
Public Safety and the Registry of M otor Vehicles. By combining these three licensing 
operations in one new agency, the Department of Licensing and Regulation at EOAF, it 
becomes possible to  consolidate technology databases, and to provide citizens w ith  one- 
stop shopping fo r many licenses and simple permits.

The Executive O ffice of Economic A ffa irs  serves a useful coordination purpose, but many 
of its adm inistrative functions can be more appropriately handled elsewhere. The 
Department of Employment and Training, fo r example, uses a com puter system tha t is 
v irtua lly identical to the system operated by the Department of Revenue. Each collects
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much of the same inform ation (for d ifferent purposes) from many of the same businesses 
and individuals. It doesn 't make sense to continue to manage and pay fo r tw o  enormous 
data systems, particularly if each is interfacing, for the most part, w ith  the same clientele.

The Executive Office of Education has also served a useful role as a policy coordinator, but 
it represents one of at least five entities currently managing education and training policy 
and programming at the state level. We believe tha t a unified approach to education and 
training u ltim ately makes more sense. Here, we propose only tw o  boards: one for public 
higher education; and one fo r K-12 education and training. This assures, for the firs t time, 
coordination and cooperation across publicly financed systems around standards, priorities 
and missions.

Finally, the Labor Secretariat contains a number of critical programs, but these can be done 
successfully in other adm inistrative settings, and do not require a separate secretariat to be 
accomplished.

SEVEN POINTS OF ACCOUNTABILITY 

Administration and Finance

Under this proposal, the Executive O ffice fo r Adm inistration and Finance (EOAF) is 
responsible for tw o  major functions:
• Adm inistrative responsibilities, including management support and oversight fo r state 

purchasing, human resources, and inform ation technology functions, as well as basic 
licensing and perm itting functions; and,

• Financial responsibilities, including the coordination and oversight of all revenue 
collection and spending activities for state government agencies, including operating, 
trust, capital, and federal funds.

Organizationally, this translates into three departments:
• O ffice of the Secretary (Fiscal Policy, Human Resources, Operational Services, 

Information Technologies, and Hearings and Dispute Resolution);
• Revenue; and,
• Licensing and Regulation.

This gives EOAF the capacity to act as one organization; to break down institutional tu rf; to 
bring similar functions together around a common adm inistrative operation; and to take 
advantage of basic opportunities in information technology.

For example, under the current structure an individual who purchases a boat and a trailer 
and then registers them would have to:
• go to a Department of Revenue office to pay sales tax on the boat;
• go to a Department of Environmental Protection office to register and title  the 

boat; and,
• go to a Registry of M otor Vehicles o ffice to register and pay sales tax on the trailer.
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The Registry of M otor Vehicles would then prepare an excise tax bill for the trailer, and 
mail it out to the c ity  or tow n  in which the owner resides. The Department of 
Environmental Protection would also provide the m unicipality w ith  an annual list of boat 
owners in its com m unity. The m unicipality would then value the boat and prepare the 
excise tax bill.

Under the new structure, the individual would go to a Department of Licensing and 
Regulation (DLR) o ffice  to register and title  the boat and the trailer, and pay the sales tax 
on both. The DLR would then prepare and send excise tax bills fo r the boat and the trailer 
to the individual, and no tify  the c ity  or tow n  of the transaction. This is a much simpler 
system to manage; requires few er steps by the customer; and achieves a more tim ely 
transm ission of relevant inform ation.

It also relies on a more coordinated approach to inform ation technology, something that 
rests at the core of much of th is reorganization. This budget proposal assumes, for the 
firs t tim e, tha t the Com m onwealth of M assachusetts is, in fact, a service delivery 
organization, and not merely an unconnected collection of programs and services. For 
years, state secretariats and agencies have celebrated their differences, instead of 
recognizing the ir many com m onalities. The key to balancing these competing interests is 
shared, common inform ation. Program managers can undertake their specialized missions, 
confident of overall service integration, if they w ork w ith in  a fram ework of shared 
inform ation.

Today, this in form ation sharing can and should be done electronically, and over time, it will 
radically alter the w ay state governm ent delivers services. Between now and the year 
2000, a forw ard-th ink ing , comprehensive approach to inform ation technology can move the 
Com m onwealth away from  being a program-focused organization into becoming a citizen- 
focused organization. Business as usual, or w ith  m inor adjustments, w ill not sustain us. 
Private organizations are already discovering tha t inform ation technology can dramatically 
enhance the ir relationships w ith  their customers, and as the public becomes a more 
sophisticated consumer, our governm ent's past inadequacy w ill become more and more 
apparent.

Under this proposal, the Inform ation Technologies Division w ill review  and approve annual 
secretariat in form ation technology plans before any funds, operating or capital, can be 
applied to these in itia tives. To be approved, every plan w ill be required to incorporate 
strategies for pursuing interoperability and data sharing between departm ental systems 
and across secretariats over a defined period of time. In addition, the Division w ill pursue 
every opportun ity to consolidate mainframe systems operations and to create shared 
database servers.
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Family Services

Perhaps no other secretariat in state government better exemplifies the need to create 
few er points of accountability, more unity around program development, and a coordinated, 
comprehensive com m itm ent to inform ation technology than this one. Sixteen operating 
agencies serve hundreds of thousands of people and spend over $7 billion, but share no 
common client identification system; use multiple definitions to describe similar services; 
do not assign single case management responsibilities to families or individuals involved 
w ith  more than one agency; have no common geographic boundaries; and have no capacity 
to collect management information on particular populations on a secretariat-w ide basis.

While we have made significant strides in recent years to enhance the performance of 
many individual agencies w ith in  the existing Executive O ffice of Health and Human 
Services Secretariat, additional improvements must begin w ith  a com m itm ent to think 
about the proposed Executive O ffice of Family Services (EOFS) as a unified Secretariat, and 
not as an unorganized, uncoordinated, unconnected collection of disparate operating 
agencies. To continue the current way of doing business w ill, over time, severely restrict 
the Com m onwealth 's capacity to enhance the ways in which it serves disadvantaged 
populations.

We also propose to  significantly reduce the number of operating agencies w ith in  the 
Secretariat, because many of these operations share common purposes, and the current 
structure actually discourages shared goals and objectives between similar agencies. 
Specifically we propose to consolidate the existing structure into five operating agencies: 
Public Health Services, D isability Services, Children's Services, Juvenile Justice, and 
Transitional Assistance. In addition, we propose incorporating the Office of Refugees and 
Immigrants into the new EOFS Secretariat, and re-naming it the O ffice of New Americans.

More im portantly, all five agencies w ill have congruent regional boundaries, e ffective the 
firs t day of Fiscal Year 1997. A plan for consolidating regional and area office locations 
w ill be subm itted to the Legislature by the end of Calendar Year 1 996, w ith  a July 1, 1 997 
effective date. The current structure does nothing to encourage agency workers and 
managers at the field level to communicate w ith  one another in a system atic way. People 
have been talking about congruent area boundaries for the e ffective delivery of health and 
human services for at least a decade. It is time to implement this relatively simple, but 
critica lly im portant in itiative.

To ensure a coordinated inform ation technology strategy, all inform ation technology 
projects w ill require the utilization of a common client identification number, as well as a 
secretariat-w ide plan for interfacing w ith  the vendor com m unity. This w ill ensure that 
vendors that do business w ith  more than one agency w ill not need to develop multiple 
information technology systems to satisfy agency inform ation requests.

Finally, a number of programs currently managed by the Executive O ffice of Communities 
and Development (EOCD) w ill be transferred to EOFS. The Section 8 and Massachusetts
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Rental Voucher Program, as well as a number of special support housing programs, w ill be 
located in the Secretary's O ffice at EOFS. This w ill ensure maximum coordination w ith  
support service programs, and provide a single point of contact and accountability fo r these 
programs, many of which currently serve EOFS clients and consumers. The Executive 
O ffice of Family Services w ill also assume the weatherization and fuel assistance programs, 
which are currently managed by EOCD.

Environmental Affairs

In the end, our e ffo rts  to review  and replace all existing regulations by the end of Calendar 
Year 1 996 may have a more profound impact on environmental affairs than our budget 
proposal. However, this submission, which recommends the consolidation of several 
agencies, remains an im portant com ponent of our reorganization plan.

For example, it is well known tha t the Department of Environmental Management (DEM) 
and the M etropolitan D istric t Commission (MDC) perform a number of similar functions. In 
some com m unities, like W eym outh, DEM parks (Webb State Park) and MDC parks (Abigail 
Adams Park) are right next to each other, but managed by separate agencies. We 
recommend consolidating DEM and the MDC parks into a single Department of Parks and 
Recreation, thereby maxim izing our capacity to manage vehicles, personnel and other field- 
based operations.

We also recommend combining the Departm ent of Fisheries, W ildlife and Environmental 
Law Enforcement w ith  the Departm ent of Food and Agricu lture, creating a single 
Departm ent of Natural Resources. This presents a number of opportunities to maximize 
technology, sc ien tific  inquiry, and land and w ater management.

Finally, we propose combining under the Department of Transportation w ith in  the new 
Executive O ffice of Public Property, the responsibility fo r roads currently being maintained 
by either the MDC or the Massachusetts H ighway Department (MHD). There are numerous 
places across the Com m onwealth in which MDC roads are maintained alongside MHD 
roads, w ith  each agency using its own road crews and equipment. It is tim e to put this 
ineffic iency to  an end.

Public Safety

The Public Safety Secretariat should focus solely on crim inal justice, law enforcem ent and 
emergency response. Therefore, we recommend transferring the Department of Public 
Safety, which is prim arily a licensing and inspection operation, along w ith  the Registry of 
M otor Vehicles, to the new Department of Licensing and Regulation at the Executive Office 
fo r Adm in istration and Finance. This makes it possible to combine these operations at 
EOAF w ith  the licensing functions currently located at Consumer A ffa irs  to create one front 
door, and one adm inistrative operation, around licensing and simple perm its. The Bureau of 
Special Investigations, which investigates welfare fraud, would be transferred to the
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proposed Executive O ffice of Family Services Secretary's O ffice, where it would be 
combined w ith  other investigative operations to create a single investigations division.

We also recommend moving adult probation and parole to the new ly created Department of 
Criminal Justice, which combines these operations w ith  the state and county correctional 
systems. This gives one agency the capacity to be completely responsible for the custody 
of our prison populations. This w ill give the Department the ability to manage all levels of 
custody across our existing system, thereby enhancing our classification system and 
improving our decision-making process.

In addition, we propose to consolidate the State Police, the Chief Medical Examiner's 
O ffice, and crim inal justice training into one Department of Law Enforcement. Here too, 
the opportunities to integrate strategic planning, policy development, and operations into a 
unified, coordinated, accountable agency are numerous.

These consolidations also make it easier to coordinate the inform ation technology projects 
of crim inal h istory systems and the court system. If we ever expect the law enforcement 
com m unity to behave as a system, making the right decisions at the right time w ith  the 
right inform ation, we must make a concerted e ffo rt to develop an integrated inform ation 
technology infrastructure. Creating a smaller universe of appropriately linked organizations 
is a firs t step tow ard a tru ly  integrated law enforcement system.

Public Property

The Public Property Secretariat w ill be responsible for the planning, development, repair, 
construction, and management of the Com m onwealth 's built assets, as well as its roads, 
bridges and other transportation infrastructure. This w ill be done by transferring the 
current Division of Capital Planning and Operations' design and construction functions to 
Public Property, along w ith  the Bureau of State Office Buildings, thereby combining all of 
these activ ities under one secretariat. The Commonwealth could then optim ize its 
utilization of equipment and management expertise; and make more coordinated decisions 
about capital planning and construction spending, particularly on projects tha t involve both 
infrastructure and vertical construction.

The Secretariat w ill also be responsible for the Massachusetts Bay Transportation A uthority  
(MBTA), which we propose to  split into tw o  units. The firs t entity w ill represent the 
traditional transit authority, but w ill be subject to a series of privatization initiatives, 
including real estate management, payroll services, bus operations, fare collections, 
revenue counting, and auditing functions. These in itiatives, which have been implemented 
by similar operations across the country, w ill enhance the cost-effectiveness of the MBTA, 
while ensuring a continuing decline in the size of the Com m onwealth 's operating subsidy.

In addition, we propose to create a Commuter Rail Corporation, which w ill be responsible 
for the management of the Com m onwealth 's growing commuter rail system. Currently, 
this is a "privatized" service, as the MBTA contracts w ith  Am trak to provide commuter rail
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service. Creating a separate corporate entity to deal w ith  the grow ing web of com m uter 
rail routes ensures the most cost-effective  and focused approach to delivering th is service.

We also recommend the implementation of a series of architectural design and construction 
procurement reforms tha t would align the Com m onwealth 's business practices more 
closely w ith  those of the private sector. Many of these reforms have been supported by a 
number of independent organizations, including the Massachusetts Taxpayers Foundation, 
which recently released a report on these issues entitled, "A  Taxpayer's Look at a Sacred 
Cow: Public Sector Design in M assachusetts Two Decades A fte r the Ward Commission."

Elder Affairs

The Executive O ffice of Elder A ffa irs  is the single point of accountability fo r elder services. 
Much of its programm ing, which is managed primarily through Home Care Corporations, is 
already com m unity-based and privatized. It also works w ith  local Councils on Aging to 
support a number of locally delivered programs and services. It w ill also continue to 
provide an invaluable role to  the Com m onwealth as an advocate on elder issues.

Education and Training

For years, M assachusetts has had a d ifficu lt tim e coordinating its publicly funded education 
and tra in ing programs. Policy objectives and scholastic programs have often operated in 
isolation, or at cross-purposes. Our proposal is designed to reduce this duplication and 
fragm entation by creating one board fo r K-12 education and training programs; another 
board fo r public higher education. Over tim e, this w ill fac ilita te  more consistency between 
the K-12 system  and the higher education system , and w ill enhance communications and 
resource allocation decisions between the educational and training communities.

A t the K-12 level, the primary focus w ill be on standards and performance. School 
system s tha t fail to  educate the ir students w ill not be tolerated. In addition, we propose to 
give the new board the ability to pursue more flexib le mechanisms fo r ce rtify ing  teachers to 
ensure tha t schools and students have a w ider range of potentia l teachers to  choose from. 
We also propose to give every ch ild 's parents a chance to choose which public school his 
or her child w ill attend, by creating a statew ide open enrollment policy for K-12 students.
In addition, we plan to o ffe r low-incom e students tu ition  reimbursement certifica tes if they 
w ish to attend a private school, provided tha t the private school is w illing to  become a 
Charter School.

We also recommend consolidating about 25 categorical programs into one block grant to 
be distributed to com m unities by the Board of Education and Training. We propose tha t 
75%  of the block grant must be spent by school d is tric ts  on programs such as early 
childhood education, after-school programs, or talented and gifted programs.

Finally, to give local o ffic ia ls more flex ib ility , we propose to elim inate the current mandates 
concerning school governance (elected school com m ittees, etc.), replacing them w ith
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language that allows each c ity  and tow n  to develop its own school governance structure, 
w ith  the approval of the Board of Education and Training.

We also propose to consolidate most training programs under the Board of Education and 
Training, consistent w ith  our belief tha t training is, in fact, another point on the continuum 
of life-long learning. This w ill give us far more capacity to manage the relationship 
between training and education, and also position the Commonwealth to maximize its use 
of federal funds when the federal government fo llow s through w ith  its in tent to block grant 
much of its training money.

In public higher education, we propose to give a significant amount of management 
authority to the Board of Higher Education, thereby making it possible for the Board to 
begin to manage public higher education as a system, instead of as a series of 
unconnected, uncoordinated campuses. This current lack of coordination has created 
program overlap and duplication, inappropriate allocation of resources, and little  program 
accountability to the Commonwealth at the campus level. We believe this kind of 
coordinated e ffo rt is critical fo r the public higher education system to succeed.

CLEANING OUT THE COBWEBS

County Government

For years, a quiet debate has gone on concerning the appropriate role of county 
government. In some areas of the Commonwealth, regional collaboration makes sense, and 
cities and tow ns tha t w ish to engage in this kind of activ ity  should do so. However, there 
is little  justifica tion  for a separate arm of government sandwiched between the 
Commonwealth and its cities and tow ns, particularly when so much of w hat county 
government does is already financed by state and c ity  government.

Our proposal, which would be phased in over several years, consolidates many county 
functions w ith  similar state functions, but gives cities and tow ns tha t are interested in 
retaining certain regional services the capacity to  do so.

Specifically, county corrections would be combined w ith  state corrections operations, 
although the sheriffs would retain their current standing as elected officials. The 
Commonwealth would absorb the county court system, which, for all intents and purposes, 
it already pays for.

Registries of Deeds, primarily because of their small size, have never been able to take 
advantage of the technology tha t is currently available to support their operations. As a 
consolidated operation in the Secretary of S tate 's o ffice, planned in conjunction w ith  the 
Information Technologies Division, the economies of scale and the inform ation technology 
opportunities are enormous.

/ \
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Finally, to ignore the ongoing financial and operational d ifficu lties facing county government 
is to risk both fiscal and programm atic disaster several years from now. If people th ink our 
plan is too complex or too aggressive, we would be more than w illing to w ork on a 
consensus approach tha t can prevent a very significant problem from  crashing down on the 
Com m onwealth several years from  now.

We acknowledge the com plexity of this proposal. This is due, in many ways, to  the 
enorm ously tangled adm inistrative and programmatic web tha t county government 
represents. The outcome, over time, w ill be less com plexity, more unifo rm ity, and less 
reliance on a political in frastructure tha t has little  relevance in the Massachusetts of the 
1990s.

Civil Service

In 1993, the National Commission on State and Local Public Service called for an end to 
civil service, arguing, among other things, tha t it is so rule-bound and complicated that 

m erit is o ften the last value served." M ost public sector managers, and many other public 
sector employees, would agree wholeheartedly w ith  th is characterization. The inflexible, 
process-oriented core of civ il service makes it d ifficu lt to hire talented individuals, and 
makes it almost impossible to fire incom petent personnel.

Test-taking may have had value at some point in time, but the civil service process of the 
1990s often  makes it harder to  hire appropriately qualified individuals. Many exams do not 
tes t the skills and abilities required fo r today 's  most im portant positions, and the procedure 
can turn re latively routine hiring activ ities into boondoggles.

More im portantly , the vast m ajority of civil service employees are already covered by 
co llective bargaining agreements, which establish terms and conditions of employment. All 
civ il service offers m ost employees is another set of rules and regulations, some of which 
include life tim e tenure, which can be manipulated by poorly perform ing employees to 
pro tect the ir job status.

THE M ATH

W hile our budget docum ent appears to propose only $16 .74  billion in Fiscal Year 1997 
spending, this is due prim arily to accounting changes associated w ith  block grants at the 
federal level. Using Fiscal Year 1996 accounting conventions, we are proposing $17 36 
billion in spending for Fiscal Year 1997, a $425 million, or 2 .5%  increase over anticipated 
Fiscal Year 1996 spending. Our tax revenue estimate is conservative. We expect tax 
revenues to grow  by less than 4%  next year, due, in part, to the im plem entation of the so- 
called “ single sales fac to r" methodology for manufacturing and defense firm s. Overall we 
anticipate modest non-tax revenue grow th, and we have incorporated the firs t phase of the 
W eld/Cellucci A dm in istra tion 's  $530 million cut in the personal income tax. This income 
tax rate reduction, from  5 .95%  today to 5 .70%  in Calendar Year 1997, js w orth  $133 
million in Fiscal Year 1997.
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For budgeting purposes, we assume tha t the federal government w ill implement block 
grants fo r Medicaid and public welfare. While the numbers associated w ith  this 
assumption are certainly flu id, it is quite likely that our estimates w ill, in fact, represent a 
w orst case scenario. It is highly unlikely tha t federal support w ill decline from  currently 
projected levels as the budget debate goes forward, and quite possible tha t federal support 
w ill actually increase.

We calculate finishing Fiscal Year 1997 w ith  a $23 million surplus, based on these 
assumptions, and presume rolling $100 million in federal Medicaid funds forward into Fiscal 
Year 1998 to  support any contingency obligations.

Most of the state spending increases proposed in this budget represent bipartisan, m ulti
year com m itm ents, such as the fourth  year of education reform and the third year of the 
so-called "lo tte ry  cap phase-out," under which the Commonwealth allocates a larger 
percentage of state lo tte ry profits to  cities and tow ns over a five-year period. Other 
increases are predetermined by funding schedules, such as School Building Assistance, 
debt service and pension payments; and caseload driven accounts, such as Transitional Aid 
to Families w ith  Dependent Children (TAFDC), Emergency Aid to the Elderly, Disabled, and 
Children (EAEDC), Supplemental Security Income (SSI), and Medicaid. By themselves, 
these nine programs account fo r a $500 million increase in Fiscal Year 1997 spending over 
antic ipated Fiscal Year 1996 spending.

In addition, we believe we should keep all of our com m itm ents. First, we are proposing a 
$15 million increase in Fiscal Year 1997 to support social workers, foster care services, 
and adoption services at the Department of Children's Services. We are also requesting a 
$20 million increase for the courts and D istrict A ttorneys, and $15 million for the 
Department of Criminal Justice, consistent w ith  our support for law enforcement and 
criminal justice. To support our welfare reform e fforts, we are asking for an additional $50 
million in child care funding, divided among low income, working fam ilies; and TAFDC 
families who are working or are in education or training programs. Other adjustments, such 
as anticipated collective bargaining agreements, domestic violence programs, AIDS funding, 
regional school transportation, and wage increases for direct care workers in vendor 
programs, add another $125 million.

The reorganization proposals put forth  in this document reduce Fiscal Year 1997 budgeted 
spending by over $300 million, making many of these initiatives possible. Over tw o  fiscal 
years, other downsizing initiatives, such as our proposal to manage the Com m onwealth 's 
participation in the federal Supplemental Security Income program (SSI), and the savings on 
contract assistance associated w ith  MBTA privatization initiatives, w ill generate an 
additional $350 million in savings, more than enough to support the second phase of the 
income tax cut.

This tax cut is modest, is phased in over time, and represents a significant opportun ity to 
give something back to the hardworking people of this Commonwealth.
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A SINGULAR OPPORTUNITY

Many management tex ts  ta lk about structure fo llow ing strategy. In state governm ent, 
s tructure  is strategy. The Com m onwealth doesn 't have 101 operating agencies and 11 
cabinet secretariats by accident. Over tim e, people have solved problems by creating new 
structures to  deal w ith  them , instead of fix ing  the operating issues affecting the ones that 
already existed. This makes the process by which the Executive Branch currently develops 
policy and executes transactions quite colorful to observe, but it hardly represents a 
fo rw ard -th ink ing  approach to  holding managers and workers accountable for their actions 
and responsible fo r getting  th ings done.

It also contrad icts fundam ental rules about managing large, complex organizations in an
in form ation technology age.

This A dm in is tra tion  is quite proud of the bipartisanship tha t has accompanied many of the 
m ost s ign ifican t accom plishm ents of the past five years. Here is an opportun ity to  work 
together to  leave a legacy tha t can prepare state governm ent for the turn of the century. 
The s tra teg ic and operational objectives of this in itia tive are fa irly  stra ightforw ard. If the 
Legislature has a better w ay to  achieve similar goals associated w ith  any of these 
proposals, we welcom e the opportun ity  to discuss these issues as we w ork together with 
them  to  achieve these goals.

W orking together, we have already made an enormous difference. We look forward to this 
unique opportun ity  to  fu rthe r our progress.
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Fiscal Health and Prospects

Over the last five years, the financial condition of the Commonwealth of Massachusetts 
has improved dramatically. A t the close of Fiscal Year 1990, the State was in de fic it by 
over $1.1 billion. A t the close of Fiscal Year 1995, according to the Com m onwealth 's 
recently released audited financial statements, Massachusetts had an accumulated surplus 
of $726 million, an improvement in the Com m onwealth 's financial condition of over $1.8 
billion in just five years. In Fiscal Year 1990, the Com m onwealth 's "rainy day" 
(Stabilization) fund was empty; it now has a balance of over $425 million, and is earning 
interest of more than $20 million a year. The improvement as measured by private sector 
accounting rules (Generally Accepted Accounting Principles, or GAAP) is even more 
dramatic: almost $2.2 billion over five years, resulting in the Com m onwealth 's firs t GAAP 
surplus since the State Comptroller began calculating GAAP balances ten years ago.

This turnaround in the State 's finances has been achieved through cooperation between 
the Adm inistration and Legislature. The Commonwealth has used conservative revenue 
estimates and held down the grow th  of state spending through the restructuring, 
reinvention, and privatization of state programs. These changes have occurred as the 
Adm inistration and Legislature have made and kept a long-term com m itm ent to increase 
local aid to the Com m onwealth 's cities and tow ns by enacting education reform and 
phasing out the cap on Lottery local aid distributions.

Much progress has been made in controlling spending and improving the adm inistration of 
state government since the early 1990 's. However, changes now occurring in the national 
economy and in the relationship between the federal government and the states make it 
imperative tha t the Commonwealth build on its achievements and even more thoroughly 
examine the purpose, scope, and operations of state government.

Over the last several years, the national and state economies have grown steadily, resulting 
in increasing revenues available to  fund state programs and tax cuts. But as the national 
economic expansion enters its f ifth  year, it would be unwise fo r policymakers to assume 
that the business cycle has been abolished. Most economists believe tha t while the 
economy w ill continue to grow over the next few  years, it w ill do so at a slower rate.
Sound fiscal practice dictates tha t the Commonwealth anticipate this slowdow n by 
reducing government spending wherever possible, so tha t Massachusetts does not again 
find itse lf in a position where its com m itm ents exceed its resources.

Changes at the federal level w ill also have a far-reaching impact on state finances and 
operations. The full implications of the budget debate in W ashington w ill not be clear until 
later this year. A t the very least, there w ill be a substantial sh ift in the relationship 
between the federal government and the states. Funding mechanisms for many federally- 
supported programs are sure to change, w ith  states having more autonomy in shaping 
programs but also bearing more of the risk of rising program costs. A t the same time 
states w ill be in a position to benefit from innovations tha t slow the g row th  of spending.
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In response to  these risks and opportunities, the Weld/Cellucci Adm inistration proposed in 
ovem er to  restructure and downsize State government. When fu lly  implemented,

this plan w ill reduce the number of cabinet secretariats by almost half and cut State 
spending enough to  fund a personal income tax cut of more than $500 million. It w ill also 
enable the Com m onwealth to  keep its com m itm ents on local aid, public safety, and welfare 
reform . The W eld/Cellucci A dm in istra tion 's  Fiscal Year 1997 budget recommendation
represents the firs t step in the tw o  year process of implementing the reforms proposed last 
November.

THE ECONOMIC CONTEXT

The condition of the economy is an im portant determ inant of both the resources available 
to  state governm ent and the demands upon it. Employment, income grow th, and inflation 
have a s ign ifican t im pact on tax and non-tax revenue collections. These variables also 
a ffec t spending requirem ents fo r Medicaid, public assistance, job training, and many other 
state programs.

The U.S. and the Com m onwealth experienced continued economic growth in Calendar Year 
1 995, albeit at a slower rate than in 1 994. Through the firs t three quarters of 1 995, the 
nation 's  econom y, as measured by the gross dom estic product, grew at a rate of 2.7%. At 
the end of 1995, the recovery was in its nineteenth quarter.

The g row th  in the national economy has been mirrored in Massachusetts where, since the 
trough of the recession, more than 180,000 jobs were created. As can be seen from  the 
chart on the fo llow ing  page, unemployment in the Commonwealth has been falling steadily 
over the last five  years, faster than in the nation as a whole. In March of 1991 
M assachusetts 's unem ploym ent rate had risen to 9 .5% , versus a national rate o f 6 .8%
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By November 1995, the Com m onwealth 's unemployment rate had fallen to 5.1 %, 
compared to a national rate of 5.6% .

Improvements in the employm ent picture have been reflected in the g row th  of 
Massachusetts residents' personal incomes. As the chart below indicates, during Fiscal 
Year 1995 personal income in Massachusetts grew at an annual rate of 5.0% .

Quarterly Growth in Massachusetts Personal Income 
January 1991 - June 1995 
(growth from previous year)

1991 1992 1993 1994 1995
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A grow ing economy translates d irectly into a growing tax revenue base. Increased 
em ploym ent, incomes, housing starts, and business activ ity  d irectly increase personal 
income, sales, corporate, deeds, and other taxes. Compared to  Fiscal Year 1994, Fiscal 
Year 1995 income tax collections grew 5.0% , sales tax collections grew 7 .8% , and 
corporate excise tax collections grew  16.4% . Overall, tax revenue available for the budget 
tota led more than $11.1 billion in Fiscal Year 1995, a 5.3%  increase from  Fiscal Year 
1994.

The Economic Outlook

In an e ffo rt to  prevent the economy from  overheating, the Federal Reserve Bank raised 
in terest rates in 1994. This, combined w ith  the tendency for economic expansions to slow 
as they mature, has led to  a moderation in both economic g row th  and inflation, just the 
"s o ft landing" the Fed intended. W hile th is type of balanced recovery is good for the 
econom y in the long run, it means tha t in the short-term  economic grow th  is unlikely to be 
as robust as it has been over the last few  years. Most economists believe that the 
m oderating trend in both economic g row th  and inflation w ill continue into the second half 
of Fiscal Year 1996 and through Fiscal Year 1997. Gross domestic product is expected to 
g row  at an annualized real rate of between 2.4%  and 2.7%  over the next 18 months. The 
M assachusetts econom y is projected to  grow  som ewhat more slow ly, w ith  job growth of 
between 1.2%  and 1.5%  and real personal income grow th  of between 1.7% and 2.3%. 
Infla tion is expected to  remain low , w ith  consumer prices in both the U.S. and 
M assachusetts rising between 2 .7%  and 3 .0% . As a result, the grow th  in tax revenue 
collections over the next fiscal year is likely to  moderate.
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REVENUES

The table below sets out tax and non-tax revenue projections for the Fiscal Year 1997 
budget, organized by fund and revenue type. Fiscal Year 1997 budgeted fund revenues are 
projected to tota l $16 ,807  billion. Factoring out $37 million in additional deeds excise tax 
revenue tha t the Commonwealth w ill retain as part of the plan proposed in this budget to 
elim inate county government, Fiscal Year 1997 tax revenues are projected to increase by 
2.8% . Adjusted for Fiscal Year 1997 shifts to and from non-budgeted accounts below, 
non-tax revenues are projected to increase by 6.6%  over Fiscal Year 1996.

Fiscal Year 1997 Revenue by Source and Budgeted Fund 
(in millions of dollars)

All Other
Budgeted

Source Funds

Tax Revenue

Alcoholic Beverages 58.0
Commercial Banks 168.0
Savings Institutions 51.0
Cigarette 233 .0
Corporations 896 .0
Deeds 76.9
Income Tax Base 6 ,669 .9
Income Tax Reduction -132.5
Estate/lnheritance 117.0
Insurance 328.5
Motor Fuels 607 .0
Utilities 90.0
Racing 13.5
Room Occupancy 71.1
Sales: Regular 1 ,973.0
Sales: Meals 377 .0
Sales: M otor Vehicles 365 .0
Miscellaneous 6 .0

Total Tax Revenue 11,968.4

Non-Tax Revenue

Federal Reimbursements 2 ,840 .3
Departmental Revenue 1 ,025.2
Consolidated Transfers 973.5

Total Non-Tax Revenue 4 ,839.0

Total Budgeted Fund Revenue 16,807.4

General
Fund

Local Aid 
Fund

Highway
Fund

Budgeted
Funds

58.0 0.0 0.0 0.0
168.0 0.0 0.0 0.0

51.0 0.0 0.0 0.0
103.8 0.0 0.0 129.2
537.6 358 .4 0.0 0.0

40 .0 36.9 0.0 0.0
3 ,841 .3 2 ,560 .8 0.0 267 .8

-79.5 -53 .0 0.0 0.0
117.0 0.0 0.0 0.0
328.5 0.0 0.0 0.0

81.8 0.0 517 .6 7.6
90.0 0.0 0.0 0.0
13.5 0.0 0.0 0.0
46.2 0.0 0.0 24.9

1 ,183.8 789 .2 0.0 0.0
226.2 150.8 0.0 0.0
219 .0 146.0 0.0 0.0

6.0 0.0 0.0 0.0

7,032.2 3,989.1 517.6 429.5

2,727.1 5.3 4 .0 103.9
557.5 5.5 332 .6 129.6
382.1 613.1 0 .0 -21.7

3,666.7 623.9 336.6 211.8

10,698.9 4,613.0 854.2 641.3
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Revenue Shifts To and From Budgeted Funds

Due prim arily to  changes in the way federal funds are expected to be accounted for in 
Fiscal Year 1997, the above revenue estimates reflect several revenue (and associated 
spending) sh ifts  between budgeted and non-budgeted funds. These shifts have no effect 
on budgeted fund balances or the S tate 's financial condition, since both spending and 
revenue change in equal amounts. However, they do a ffect spending and revenue totals, 
and thus should be noted. This budget incorporates the fo llow ing revenue and spending 
sh ifts  between budgeted and non-budgeted accounts:

• $448 m illion in revenue w ill be deposited in non-budgeted federal grant accounts as a 
result of the anticipated conversion of federal Transitional Aid to  Families w ith 
Dependent Children (TAFDC) and other public assistance reimbursements to block 
grants

• $63 m illion in Departm ent of Social Services (DSS) block grant spending and revenue 
w ill be moved to non-budgeted federal grant accounts

• $155 m illion in revenue and spending w ill be shifted to trust fund accounts under a 
proposal to  a llow  State colleges and universities to retain all tu ition  revenues

• $45 m illion in revenue and spending w ill be moved into the Commonwealth 's budgeted 
funds under a proposal to  have the State take over both the functions and associated 
revenues o f coun ty  governm ents. Of this amount, $37 million is tax revenue; the 
remainder is counted as federal reimbursements and departmental revenue.

Tax Revenue

The prospect of s lower economic g row th  in Fiscal Year 1997 argues fo r caution in the tax 
revenue forecast. The Departm ent of Revenue projects a slow ing in the grow th of the tax 
revenue base from  5 .3%  in Fiscal Year 1995 to 4 .4%  in Fiscal Year 1996 to 4 .3%  in Fiscal 
Year 1 997. These estim ates are consistent w ith  the projections of most private economic 
forecasters. Factoring in the recently enacted corporate tax cut and the income tax cut 
proposed in th is budget (see below), as well as deeds excise taxes tha t w ill be retained by 
the state as part of the abolition of county government, Fiscal Year 1997 tax revenues as 
reflected in th is budget proposal are projected to grow  by $328 million, or 2 .8%  over Fiscal 
Year 1996 tax collections.

The W eld/Cellucci Adm in istration is com m itted to continued tax relief for M assachusetts's 
citizens and businesses. The Fiscal Year 1997 budget proposal recommends cutting the 
personal income tax rate by 0 .50% , from its current level of 5 .95%  to 5 .45% . This tax 
cut w ill be phased in over tw o  calendar years: on January 1, 1997 the income tax rate will 
be reduced to 5 .70% ; on January 1, 1998 the rate w ill be further reduced to 5 .45% .
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The Fiscal Year 1997 tax forecast also reflects a new formula for calculating the corporate 
excise tax liab ility of manufacturing firm s. The so-called "single sales fac to r" formula 
calculates taxable income as a function of where a company sells its products, not where it 
produces them. Legislation effecting this change was signed into law by Governor Weld in 
November 1995. The new formula applies in full to defense firm s as of January 1, 1996, 
and w ill be phased in over five years fo r all other manufacturers. The annual impacts of 
both the change to the single sales formula and the proposed personal income tax cut are 
set out in the table below.

Fiscal Year Incremental Value of Tax Cut 
(millions of dollars)

Fiscal Fiscal Fiscal Fiscal
Year Year Year Year

Description of Tax Cut 1996 1997 1998 1999 Total

Personal Income Tax Cut of 0 .5% 0 133 265 132 530

Single Sales Factor Tax Cut 44 46 25 5 120

Total 44 179 290 137 650

Non-Tax Revenue

Three classes of non-tax revenue are shown in the Com m onwealth 's financial statem ents: 
federal reimbursements (primarily for health and human services programs, spending for 
which is reimbursed by the federal government); departmental revenue (licensing and user 
fees, fines, and miscellaneous revenue collected by the state); and consolidated transfers 
(mainly State Lottery profits deposited in the Local Aid Fund and fringe benefit charges to 
off-budget funds). The W eld/Cellucci Fiscal Year 1997 budget recommendation is based 
on non-tax revenues of $4,839 billion, or $5,497 billion when adjusted fo r the sh ifts to and 
from off-budget accounts mentioned above. This represents an increase of $339 million 
from Fiscal Year 1996. The major changes in non-tax revenue are explained below.

Federal Reimbursements and Block Grants

Federal reimbursements, including anticipated revenue from block grants for Medicaid and 
TAFDC-related programs, are projected to tota l $2,840  billion in Fiscal Year 1997, or 
$3,347 billion when adjusted fo r the $507 million in sh ifts to and from non-budgeted fund 
accounts explained above. This represents an increase of approximately $379 million from 
Fiscal Year 1996 federal reimbursements. This increase is primarily the result of changes 
in the way federal funds w ill be distributed under the new federal block grant formulas.
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The details of how  federal funds w ill be allocated to states in Fiscal Year 1997 have yet to 
be finalized. The best in form ation now available indicates tha t block grants w ill replace 
many of the form ulas tha t calculate federal reimbursements based on how much a state 
spends. The new block grant d istribution rules w ill primarily a ffect federal Medicaid and 
TAFDC paym ents to the Com m onwealth. Currently, the federal government reimburses the 
Com m onwealth at a rate of approxim ately 50%  of state expenditures for these programs. 
Under a block grant system , federal payments to  Massachusetts w ill be guaranteed at a 
certain level as long as the State meets certain m aintenance-of-effort spending.

The new federal "M ed ig ran t" program w ill reimburse the Commonwealth at 60%  of 
Medicaid state spending, until payments reach a cap set by federal statute. As a result, 
the Com m onwealth anticipates receiving additional federal reimbursements, $100 million of 
w h ich  w ill be deposited in a dedicated fund tha t w ill be established to provide a cushion 
against fu tu re  unanticipated Medicaid expenses or to implement health care reform.

Under the block grant program for transitional assistance programs, the Commonwealth will 
be entitled to  a fixed amount fo r TAFDC and daycare, emergency assistance, and 
em ploym ent services, as well as adm inistrative spending for these programs. Fiscal Year 
1997 block grants fo r transitional assistance are projected to be $448 million, an increase 
of $59 m illion above Fiscal Year 1996 reimbursements.

Departm ental Revenues

In Fiscal Year 1997, departm ental revenues are projected to tota l $1,025 billion, or $1,176 
billion a fter adjusting for transfers to  and from  o ff-budget funds. This projection is virtually 
identical to  the Fiscal Year 1996 departmental revenue estimate. The only significant 
change in projected departm ental revenues fo r Fiscal Year 1997 is an estimated $20 million 
increase in m otor vehicle licensing and registration fees. This increase is due mainly to the 
pattern of drivers ' license renewals established several years ago when the Commonwealth 
made licenses valid fo r five years instead of four. Smaller revenue decreases in other 
agencies o ffse t th is increase.

The departm ental revenue estimate also reflects the proposed changes in passenger car 
and m otorcycle  licensing and registration that w ill be implemented in Fiscal Year 1996. 
Starting this spring, licenses and registrations for non-commercial passenger vehicles will 
be valid for tw o  years and five years respectively, w ith  free mail-in renewals. The 
Com m onwealth w ill maintain the requirement tha t all parking tickets, moving violation 
c ita tions, excise taxes, and insurance premiums be paid before license and registration 
renewals are processed. This w ill guarantee tha t cities and tow ns do not lose revenue 
from  the change to life tim e licenses and registrations.

Since free renewals w ill not begin until tw o  years (for registrations) and five years (for 
licenses) after the Spring 1996 implementation of these changes, there w ill be no revenue 
loss to the Com m onwealth in either Fiscal Year 1996 or Fiscal Year 1997. The tota l 
projected reduction in registration fees in Fiscal Year 1998 is $13.75 m illion. When all
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drivers become eligible for free registration renewals in Fiscal Year 1999, revenues are 
projected to decline by about $55 million. Revenue reductions due to lifetim e licenses w ill 
not begin until Fiscal Year 2001, when they w ill to ta l approxim ately $11.25 m illion. In 
Fiscal Year 2002, when all drivers become eligible for free license renewals, the revenue 
reduction w ill to ta l approxim ately $45 million.

Consolidated Transfers

Transfers from  the C om m onwealth 's non-budgeted funds to its budgeted funds are 
projected to  decrease by $36.9 million in Fiscal Year 1997. This decrease is primarily the 
result of a Fiscal Year 1996 transfer of $40 m illion from  inactive trus t funds to the 
Com m onwealth 's budgeted funds, which w ill not recur in Fiscal Year 1997. Lottery 
profits, the largest com ponent of consolidated transfers, are expected to rise by $5 million 
in Fiscal Year 1997, w ith  the new revenue being distributed to cities and tow ns as 
increased local aid.

SPENDING

The W eld/Cellucci Fiscal Year 1997 budget recommendation projects spending of $16,739 
billion, or $17 ,360  billion after adjusting for transfers to and from  o ff-budget accounts.
This represents a 2 .5%  increase over projected Fiscal Year 1996 expenditures. In most 
cases year-to-year comparisons of spending fo r specific programs are not meaningful, since 
most agencies have been restructured and/or consolidated, and their budgets built from  the 
ground up (that is, "zero-based"). However, there are several areas where changes in 
spending should be noted, either because they are of paramount importance to  the 
Com m onwealth or are nondiscretionary in nature.

Education Local Aid. The W eld/Cellucci Fiscal Year 1997 budget proposal keeps the 
S tate 's com m itm ent to full funding of the 1993 Education Reform A ct. Education local aid 
w ill increase by $243 million in Fiscal Year 1997, for a cum ulative increase of $1.06 billion 
in education local aid over the last four years.

Lottery Local Aid. In accordance w ith  the Adm in istra tion 's  com m itm ent to  phase out the 
cap on State Lottery d istributions to  the Com m onwealth 's cities and tow ns, th is budget 
recommends an additional $41.2 m illion in Lottery local aid distributions. This w ill bring 
the cum ulative increase in Lottery distributions to more than $1 55 million over the last 
three fiscal years.

Criminal Justice. This budget proposes a $20 million increase for the Courts and D istrict 
A tto rneys, and $15 million fo r the Department of Criminal Justice, thus continuing the 
W eld/Cellucci Adm in istra tion 's  com m itm ent to public safety.

W elfare Reform. This budget proposal includes $50 million for additional day care services, 
to fu lfill the Adm in istra tion 's  com m itm ent to the recently enacted welfare reform program.
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M edicaid. Under the W eld/Cellucci budget recommendation, Fiscal Year 1997 spending for 
the Medicaid program w ill grow  by $66.0 million, or 2.0%  over Fiscal Year 1996. This 
continued low  rate of g row th  in spending w ill be achieved by enhancing Medicaid's 
successful managed care program, maximizing third party health insurance coverage, and 
continu ing to  contro l provider rate increases.

Employee Pensions and Health Insurance. Under the Adm inistration's Fiscal Year 1997 
budget recom m endation, spending on employee pensions w ill grow by $52.8 million, based 
on the C om m onw ealth 's  obligations to current retirees and to those employees expected to 
retire during the next year-and-a-half. The recommendation for state employee health 
insurance re flects $28.5  m illion in savings attributable to a proposal that state workers pay 
a 25%  share of the ir health insurance premiums in Fiscal Year 1997, versus the 15% share 
they currently pay. This change w ill bring state employee health insurance premiums more 
closely in line w ith  those in the private sector.

Debt Service. The W eld/Cellucci budget recommendation projects an increase in debt 
service appropriations of $106 m illion, based upon previous borrowing and projected debt 
requirem ents under the current capital spending plan.

To fu lfill these com m itm ents to  local aid, public safety, and welfare reform, and to fund a 
personal income tax cut, the W eld/Cellucci Fiscal Year 1997 budget proposes cutting state 
spending through the reorganization and stream lining of state government. These 
reorganization proposals w ill reduce Fiscal Year 1997 expenditures by more than $300 
m illion. The in itia tives include stream lining the education bureaucracy, eliminating 
duplicative adm inistrative structures fo r licensing, and consolidating human resources 
programs, jus t to  name a few . They are described in the secretariat narratives that follow 
th is section.

FISCAL YEAR 1 9 9 6  -  M ID YEAR UPDATE

Through December 31, 1995, Fiscal Year 1996 tax revenue collections totaled $5,378 
billion, 4 .7%  higher than tax collections fo r the same period in Fiscal Year 1995. This was 
well w ith in  the benchmark range established by the Department of Revenue (DOR). DOR 
projects tha t tax revenues in Fiscal Year 1996 w ill to ta l $11 ,604  billion, approximately 
3 .95%  higher than in Fiscal Year 1995. This forecast incorporates an estimated $44 
million reduction in corporate excise taxes due to the "single sales fac to r" tax cut signed 
into law by Governor Weld in November 1995. Adjusting fo r this reduction, tax revenues 
are projected to grow  by 4 .4%  in Fiscal Year 1996. This g row th  rate is consistent w ith  
the estimates of most independent forecasters.

Fiscal Year 1996 revenues are projected at $16 ,762  billion. Using conservative 
assumptions fo r the tota l amount of authorizations tha t w ill go unspent by the end of the 
Fiscal Year 1 996, spending is projected to tota l $1 6 .935 billion. In Fiscal Year 1 996 the 
C om m onwealth 's Stabilization ("ra iny day'') Fund is expected to earn $21 million in 
interest, increasing the Fund's balance to  $446 million.
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Fiscal Year 1997

It should be noted tha t through December 1 995 there has been a tota l of jus t $13.1 million 
in Fiscal Year 1996 supplemental appropriations. The Adm inistration estimates tha t tota l 
Fiscal Year 1996 supplemental appropriations w ill be substantia lly below the Fiscal Year 
1995 level, which itse lf represented a dramatic reduction from previous years' deficiency 
spending. These reductions in mid-year revisions to the budget are primarily the result of 
the Com m onwealth 's control over what the Massachusetts Taxpayers Foundation has 
recently labeled the "fo rm er budget buster" accounts, as well as more realistic budgeting at 
the start of the fiscal year.

FISCAL YEAR 1995 AUDITED RESULTS

In December 1995 the O ffice of the State Comptroller released its audited financial report 
on the Com m onwealth 's Fiscal Year 1995 operations (the Comprehensive Annual Financial 
Report, or CAFR). For the fourth  consecutive year, the Commonwealth spent less than it 
collected in revenue and fo r the fifth  consecutive year it s ignificantly improved its financial 
condition measured according to Generally Accepted Accounting Principles (GAAP). As the 
Comptroller w rites in his introduction to  the CAFR, Fiscal Year 1995 was a watershed in 
that it marked the firs t tim e the Commonwealth achieved a budgeted fund GAAP surplus.

In Fiscal Year 1995, the Com m onwealth 's GAAP balance improved by $268 million, 
bringing the cumulative improvement during the W eld/Cellucci Adm inistration to  almost 
$2.2 billion. It should also be noted tha t the difference between the "G AAP" and 
"s ta tu to ry " balances (the latter being the budget balance according to Massachusetts law) 
has narrowed by more than $550 million over the last four years. This is a reflection of the 
Adm in istration 's and Legislature's successful e fforts to eliminate many of the non-standard 
accounting practices on which the Commonwealth had relied for too long.

As a result of the Fiscal Year 1995 budget surplus, the Commonwealth increased its 
budgeted fund balances to  $726 million and deposited $27.9 million in the Stabilization 
Fund, bringing the Fund's balance to  almost $425 million, the highest since it was 
established in 1986. The Stabilization Fund is now earning interest at a rate of over $20 
million a year, providing the Commonwealth w ith  an additional reserve against 
contingencies.
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FISCAL YEAR 1 9 9 7  RESOURCE S U M M A R Y  ($ 0 0 0 )

CO M M O NW EALTH O F M ASSACHUSETTS

D ir ec t

B u d getary

B u d g e ta ry

R eta in ed

T ota l

B u d g e ta r y

In tragov -

e r n m e n ta l

F ed era l

G ra n t

T rust &

O th e r  T o ta l B u d getary
A p p ro p r ia t io n R e v e n u e S p e n d in g S e r v ic e S p e n d in g S p e n d in g S p en d in g R ev en u e

Executive 5 ,0 7 9 0 5 ,0 7 9 0 0 0 5 ,0 7 9 3

O ffice  of the Com ptroller 5 5 ,7 0 5 0 5 5 ,7 0 5 1 7 ,0 2 5 0 0 7 2 ,7 3 0 1 ,2 1 2

Executive O ffice  for Adm inistration and Finance 5 5 7 ,4 2 2 2 2 ,8 6 2 5 8 0 ,2 8 4 7 2 ,5 6 0 1 1 7 ,2 7 3 1 ,3 5 1 ,8 4 8 2 ,1 2 1 ,9 6 5 6 1 1 ,1 1 8

Executive O ffice  of Environmental Affairs 1 4 7 ,6 7 7 6 3 1 1 4 8 ,3 0 8 1 ,1 2 0 2 0 ,6 4 1 1 7 ,9 4 7 1 8 8 ,0 1 7 6 4 ,9 1 8

Executive O ffice  of Fam ily Services 7 ,0 4 2 ,5 8 7 1 9 2 ,6 7 1 7 ,2 3 5 ,2 5 8 2 7 5 9 4 9 ,1 7 4 3 9 5 ,6 6 5 8 ,5 8 0 ,3 7 3 3 ,0 5 3 ,8 8 8

Executive O ffice  of Public Property 6 8 5 ,8 5 9 7 ,0 5 7 6 9 2 ,9 1 6 7 ,1 1 0 5 ,1 0 7 1 ,3 0 0 7 0 6 ,4 3 3 2 1 ,6 4 4

Education and Training 3 ,0 0 0 ,8 6 5 1 5 0 3 ,0 0 1 ,0 1 5 5 0 5 0 6 ,9 8 7 1 ,5 0 5 ,7 0 8 5 ,0 1 3 ,7 6 0 3 ,4 5 6

Executive O ffice  of Public Safety 8 1 3 ,8 0 7 1 4 ,1 8 5 8 2 7 ,9 9 2 2 ,0 2 5 2 3 ,7 8 0 3 6 ,3 2 8 8 9 0 ,1 2 5 3 5 ,2 7 8

Executive O ffice  of Elder Affairs 1 2 6 ,2 8 3 0 1 2 6 ,2 8 3 0 2 9 ,4 0 2 73 1 5 5 ,7 5 8 2 0 2

Legislature 5 6 ,6 5 5 0 5 6 ,6 5 5 0 0 0 5 6 ,6 5 5 701

Judiciary 3 6 6 ,7 7 3 0 3 6 6 ,7 7 3 0 0 1 7 4 3 6 6 ,9 4 7 5 8 ,7 5 2

D istrict Attorneys 6 2 ,9 8 7 0 6 2 ,9 8 7 0 3 6 2 ,6 7 3 6 5 ,6 9 7 0

Secretary of the Com monwealth 1 6 ,0 0 3 3 0 1 6 ,0 3 3 1 2 5 8 6 0 3 1 7 ,0 2 1 4 2 ,8 9 9

Treasurer and Receiver-General 2 ,9 3 2 ,7 9 3 4 8 4 ,1 8 0 3 ,4 1 6 ,9 7 3 0 1 ,8 8 4 4 9 3 ,4 1 8 ,9 0 7 9 3 4 ,2 0 3

State Auditor 1 3 ,0 7 1 0 1 3 ,0 7 1 0 0 0 1 3 ,0 7 1 0

Attorney General 2 4 ,9 0 8 0 2 4 ,9 0 8 0 3 ,0 3 5 0 2 7 ,9 4 3 5 ,6 7 0

State Ethics Com mission 1 ,2 0 0 0 1 ,2 0 0 0 0 0 1 ,2 0 0 4 3

Inspector General 1 ,7 0 0 0 1 ,7 0 0 0 0 0 1 ,7 0 0 0

O ffice  of Cam paign and Political Finance 6 7 3 0 6 7 3 0 0 0 6 7 3 65

T O T A L 1 5 ,9 1 2 ,0 4 7 7 2 1 ,7 6 6 1 6 ,6 3 3 ,8 1 3 1 0 0 ,2 9 0 1 ,6 5 8 ,1 7 9 3 ,3 1 1 ,7 6 8 2 1 ,7 0 4 ,0 5 0 4 ,8 3 4 ,0 5 1
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FISCAL YEAR 1997
PROJECTED FINANCIAL STATEMENT
Budgeted Funds (in millions)

G E N E R A L L O C A L  A ID H IG H W A Y O T H E R

A L L  FU N D S FU N D FU N D FU N D FU N D S

F IS C A L  Y E A R  1997 B E G IN N IN G  B A L A N C E S

R e s e rv e d  o r  D e s ig n a te d  F u n d  B a la n c e 2 8 .5 1.7 0.0 2 5 .7 1.0
S ta b i l iz a t io n  F u n d  B a la n c e 4 4 6 .4 0.0 0.0 0.0 4 4 6 .4
U n d e s ig n a te d  F u n d  B a la n c e 7 8 .6 3 5 8 .9 (7 2 6 .9 ) 3 9 2 .3 5 4 .3

S U B T O T A L , F IS C A L  Y E A R  1997 B E G IN N IN G  B A L A N C E S 553 .5 36 0 .6 (726 .9 ) 418 .0 501 .7

R E V E N U E S  A N D  O T H E R  S O U R C E S

T a x e s 1 1 ,9 6 8 .4 7 ,0 3 2 .2 3 ,9 8 9 .1 5 1 7 .6 4 2 9 .5
F e d e ra l R e im b u rs e m e n ts 2 ,8 4 0 .3 2 ,7 2 7 .1 5 .3 4 .0 1 0 3 .9
D e p a r tm e n ta l  a n d  O th e r  N o n - T a x  R e v e n u e 1 ,0 2 5 .2 5 5 7 .5 5 .5 3 3 2 .6 1 2 9 .6
C o n s o lid a te d  T ra n s fe r s 9 7 3 .5 3 8 2 .1 6 1 3 .1 0.0 ( 2 1 .7 )

S U B T O T A L , F IS C A L  Y E A R  1997  R E V E N U E S 1 6 3 0 7 .4 10 ,698 .9 4 ,6 1 3 .0 854 .2 641 .3

ITO TA L, F IS C A L  Y E A R  1997 A V A IL A B L E  R E S O U R C E S 1 7 3 6 0 .9 11 ,059.5 3,886.1 1,272.3 1 ,143 .0  |

E X P E N D IT U R E S  A N D  U SE S

D ire c t  A p p ro p r ia t io n s 1 5 ,9 4 7 .0 9 ,5 9 1 .3 4 ,9 5 7 .4 8 3 0 .8 5 6 7 .6
B a la n c e s  F o rw a rd  fo r  C o n t in u in g  A p p ro p r ia t io n s 0.0 0.0 0.0 0.0 0.0
A u th o r iz e d  S p e n d in g  f ro m  R e ta in e d  R e v e n u e 2 3 7 ,6 2 1 4 .2 0.0 9 .4 13 .9
L o t te ry  D is tr ib u t io n s  to  C it ie s  a n d  T o w n s 4 8 4 .2 0.0 4 8 4 .2 0.0 0.0
C o n tin g e n c y  R e s e rv e 1 0 0 .0 1 0 0 .0 0.0 0.0 0.0
A n tic ip a te d  R e v e r s io n s ( 3 0 .0 ) (3 0 .0 ) 0.0 0.0 0.0

T O T A L , F IS C A L  Y E A R  1997 E X P E N D IT U R E S 16 ,738.8 9"875.6 5 ,441 .6 84 0 .2 5 8 0 1

EN D  O F F ISC A L  Y E A R  R E S E R V E D  B A L A N C E S

R e s e rv e d  fo r  C o n t in u in g  A p p ro p r ia t io n s 0.0 0.0 0.0 0.0 0.0
D e s ig n a te d  fo r  D e b t S e rv ic e 3 8 .5 1.7 0.0 3 5 .7 1.0

F ISC A L  Y E A R  1997 U N D E S IG N A T E D  F U N D  B A L A N C E 583 .6 1,182.2 (1 ,555 .5 ) 396 .3 56 0 .5  |

B a la n c e s  R e s e rv e d  in O th e r  B u d g e te d  F u n d s (5 6 0 .5 ) 0.0 0.0 0.0 5 6 0 .5

FISC A L  Y E A R  1997 SU R PL U S 23.1

F IS C A L  Y E A R  1997 E N D IN G  B A L A N C E S

R e s e rv e d  o r  D e s ig n a te d  F u n d  B a la n c e 3 8 .5 1.7 0.0 3 5 .7 1.0
S ta b i l iz a t io n  F u n d  B a la n c e 4 6 7 .4 0.0 0.0 0.0 4 6 7 .4

U n d e s ig n a te d  F u n d  B a la n c e 1 1 6 .2 1 ,1 8 2 .2 (1 ,5 5 5 .5 ) 3 9 6 .3 93.1

T O T A L , F IS C A L  Y E A R  1997 E N D IN G  B A L A N C E S 622 .0 1,183.9 (1 3 5 5 .5 ) 432.1 56 1 .5  |
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FISCAL YEAR 19%
PROJECTED FINANCIAL STATEMENT
Budgeted Funds (in millions)

~ 1 g e n e r a l LO C A L AID U G H W A Y O T H E R

A L L  FUNDS FUND FUND FU N D FUNDS

R K Y K M  F. \N D  O T H E R  F IN A N C IN G  S O U R C E S

R e s e rv e d  o r  D e s ig n a te d  F u n d  B a la n c e 128.1 96.1 11.0 15.7 5.3

S ta b i l iz a t i o n  F u n d  B a la n c e 4 2 5 .4 0 .0 0 .0 0 .0 4 2 5 .4

U n d e s ig n a t e d  F u n d  B a la n c e 1 7 2 .5 (2 6 5 .3 ) (8 7 .8 ) 4 0 8 .9 116.6

S U B T O T A L , F IS C A L  Y E A R  1996 B E G IN N IN G  B A L A N C E S 726 .0 (169 .2 ) (76.8) 424.7 547.3

R E Y E N l ES A N D  O T H E R  S O U R C E S

T a x e s 1 1 ,6 0 3 .8 6 ,8 3 3 .2 3 ,8 2 3 .9 5 1 7 .6 429.1

F e d e ra l  R e im b u r s e m e n ts 2 ,9 6 8 .7 2 ,9 6 0 .8 0 .0 4 .0 3.9

D e p a r tm e n ta l  a n d  O th e r  N o n - T a x  R e v e n u e 1 ,1 7 9 .0 7 5 6 .0 1.9 2 8 7  2 133.9

C o n s o l id a te d  T r a n s f e r s 1 ,0 1 0 .4 3 8 3  5 6 0 8 .8 0 .0 18 1

S U B T O T A L , F IS C A L  Y E A R  1996 R E V E N U E S 16,761 .9 10,933.5 4 ,434 .6 808.8 585.0

T O T A L , F IS C A L  Y E A R  1996 A V A IL A B L E  R E S O U R C E S 17,488.0 10 ,764.3 4 ,357 .8 1,233.4 1,132.4 |

E X P E N D IT U R E S  A N D  U S E S

D ir e c t  A p p r o p r ia t io n s 1 6 ,0 7 9 .1 1 0 ,0 5 4 .0 4 ,6 4 2 .2 7 9 9 .0 5 8 4 .0

B a la n c e s  F o r w a r d  f o r  C o n t in u in g  A p p r o p r ia t io n s 1 0 9 .4 9 2 .0 11.5 (0 .1 ) 6.1

A u th o r iz e d  S p e n d in g  f ro m  R e ta in e d  R e v e n u e 3 2 3 .4 3 0 7 .2 0 .0 0 .0 16.2

L o t te ry  D is t r ib u t io n s  to  C i t ie s  a n d  T o w n s 4 4 2 .6 0 .0 4 4 2 .6 0 .0 0 .0

C o n t in g e n c y  R e s e rv e 1 4 5 .2 7 8 .8 19.2 2 2  2 25 .0

A n t ic ip a te d  R e v e r s io n s ( 1 6 5 .3 ) (1 2 8 .3 ) ( 3 0 .7 ) (5 .7 ) (0 .6 )

[T O T A L , F IS C A L  Y E A R  1996 E X P E N D IT U R E S 16 ,934 .5 10 ,403 .7 5 ,084 .8 815.4 630.6 |

E N D  O F  F IS C A L  Y E A R  R E S E R V E D  B A L A N C E S

R e s e rv e d  fo r  C o n t in u in g  A p p r o p r ia t io n s 0 .0 0 .0 0 .0 0 .0 0 .0

D e s ig n a te d  fo r  D e b t S e rv ic e 2 8 .5 1.7 0 .0 2 5 .7 1.0

IF IS C A L  Y E A R  1996 U N D E S IG N A T E D  F U N D  B A L A N C E 525 .0 3 5 8 .9 (726 .9 ) 392.3 500.7 |

B a la n c e s  R e s e rv e d  in O th e r  B u d g e te d  F u n d s ( 5 0 0 .7 ) 0 .0 0 .0 0 .0 5 0 0 .7

FISC A L  Y E A R  1996 SU R P L U S 24.2

F IS C A L  Y E A R  1996 E N D IN G  B A L A N C E S

R e s e rv e d  o r  D e s ig n a te d  F u n d  B a la n c e 2 8 .5 1.7 0 .0 2 5 .7 1.0

S ta b i l iz a t io n  F u n d  B a la n c e 4 4 6  4 0 .0 0 .0 0 .0 4 4 6 .4

U n d c s ig n a te d  F u n d  B a la n c e 7 8 .6 3 5 8 .9 ( 7 2 6 .9 ) 3 9 2 .3 54.3

IT O T A L , F IS C A L  Y E A R  1996 E N D IN G  B A L A N C E S 553.5 36 0 .6 (7 2 6 .9 ) 418 .0 5 0 1 .7 ]
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FISCAL YEAR 1995 
FINANCIAL STATEMENT
Budgeted Funds (in millions)

G E N E R A L L O C A L  A ID H IG H W A Y O T H E R

A L L  FU N D S FU N D FU N D FU N D FU N D S

F IS C A L  Y E A R  1995 B E G IN N IN G  B A L A N C E S

R e s e rv e d  o r  D e s ig n a te d  F u n d  B a la n c e 7 9 .3 5 9 .6 7 .6 4 .3 7 .8
S ta b i l iz a t io n  F u n d  B a la n c e 3 8 2 .9 0 .0 0 .0 0 .0 3 8 2 .9
U n d e s ig n a te d  F u n d  B a la n c e 127.1 ( 6 9 1 .5 ) 3 9 2 .8 3 5 1 .8 7 4 .0

S U B T O T A L , F IS C A L  Y E A R  1995 B E G IN N IN G  B A L A N C E S 58 9 .3 (6 3 1 .9 ) 40 0 .4 356.1 46 4 .7

R E V E N U E S  A N D  O T H E R  S O U R C E S

T a x e s 1 1 .1 6 3 .4 6 ,6 0 3 .8 3 ,6 4 0 .6 4 9 2 .9 4 2 6 .0
F e d e ra l  R e im b u rs e m e n ts 2 ,9 6 9 .7 2 ,9 6 1 .7 0 .0 4 .5 3 .5
D e p a r tm e n ta l  a n d  O th e r  N o n - T a x  R e v e n u e 1 ,2 7 3 .3 8 0 0 .2 0 .9 3 3 9 .2 133.1
C o n s o l id a te d  T ra n s fe r s 9 8 0 .8 3 6 1 .6 5 9 3 .1 0 .0 26 .1

S U B T O T A L , F IS C A L  Y E A R  1995  R E V E N U E S 1 6 3 8 7 -2 1 0 ,7 2 7 3 4 3 3 4 .6 83 6 .5 58 8 .8

IT O T A L , F IS C A L  Y E A R  1995  A V A IL A B L E  R E S O U R C E S 16,976 .5 10 ,095 .4 4 ,6 3 5 .0 1 ,192 .6 1 ,053 .5

E X P E N D IT U R E S  A N D  U S E S

D ire c t  A p p r o p r ia t io n s 1 5 ,8 8 7 .9 1 0 ,1 9 6 .7 4 ,3 6 7 .6 7 8 2 .6 5 4 1 .0
B a la n c e s  F o rw a rd  f o r  C o n t in u in g  A p p ro p r ia t io n s 7 4 .6 5 9 .6 7 .6 0 .0 7 .4

A u th o r iz e d  S p e n d in g  f ro m  R e ta in e d  R e v e n u e s 2 9 4 .5 2 8 1 .4 0 .0 0 .0 13 1

L o t te ry  D is t r ib u t io n s  to  C it ie s  a n d  T o w n s 3 9 1 .6 0 .0 3 9 1 .6 0 .0 0 .0

R e v e r s io n s (2 8 8 .2 ) (2 0 2 .2 ) (5 9 .5 ) (1 4 .6 ) (1 1 .8 )

U n s p e n t  A p p r o p r ia t io n s  C o n t in u e d  to  F is c a l Y e a r  1 9 9 6 (1 1 0 .0 ) ( 9 4 .3 ) (1 1 .0 ) (0 .0 ) (4 .6 )

IT O T A L , F IS C A L  Y E A R  1995 E X P E N D IT U R E S 16 ,250 .5 1 0 3 4 1 .2 4 ,696 .1 76 7 .9 5 4 5 3 ]

E N D  O F  F IS C A L  Y E A R  R E S E R V E D  B A L A N C E S

R e s e rv e d  f o r  C o n t in u in g  A p p r o p r ia t io n s 1 1 0 .0 9 4 .3 11 .0 0 .0 4 .6
D e s ig n a te d  f o r  D e b t S e rv ic e 18 .2 1 .7 0 .0 1 5 .7 0 .7

| F IS C A L  Y E A R  1995  E N D IN G  U N D E S IG N A T E D  F U N D  B A L A N C E 59 7 .9 (2 4 1 .9 ) ( 7 2 3 ) 4 0 8 .9 5 0 3 .0  |

B a la n c e s  R e s e rv e d  in  O th e r  B u d g e te d  F u n d s (5 0 3 .0 ) 0 .0 0 .0 0 .0 5 0 3 .0

F ISC A L  Y E A R  1995 SU R P L U S 94.9 (241.9) (72.2) 408.9

TRANSFER TO STABILIZATION FUND (27.9) <16B) 0 1 .2 )

TRANSFER TO COST RELIEF FUND ( 1 U ) (6«7) (4.5)

3 MAJOR FUND CARRYFORWARD TO FY96 55.9 (2653) (87.8) 408.9

F IS C A L  Y E A R  1995 E N D IN G  B A L A N C E S

R e s e rv e d  o r  D e s ig n a te d  F u n d  B a la n c e 128.1 96 .1 1 1 .0 1 5 .7 5 .3

S ta b i l iz a t io n  F u n d  B a la n c e 4 2 5 .4 0 .0 0 .0 0 .0 4 2 5 .4

U n d e s ig n a te d  F u n d  B a la n c e 1 7 2 .5 (2 6 5 .3 ) (8 7 .8 ) 4 0 8 .9 1 1 6 .6

T O T A L , F IS C A L  Y E A R  1995 E N D IN G  B A L A N C E S 72 6 .0 (1 6 9 .2 ) (7 6 ,8 ) 42 4 .7 5 4 7 .3  |
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Local Aid

FY96 FY97
Recommended

Spending
Cherry Sheet Aid 
(000s Omitted)

Estimated
Spending

Treasurer*
Municipal Services and Abatements
Veterans' Services
Libraries
Education
Public Safety
Gas Tax

2,1 14,077

956,799
21,413
10,400
19,906

13,854
43,472

2,321 ,066

1,001,229

15,682
43,472

21,413
10,400
19,906

Total: 3 ,179 ,920 3,433 ,168

'Includes $484.2 million in unappropriated lo ttery funds for Fiscal Year 1997 and $442.6 million in 
unappropriated lo ttery funds for Fiscal Year 1996

Fiscal Year 1997  Cherry Sheet Overview

The Division of Municipal Services, w ith in  the Department of Revenue, annually notifies 
cities and tow ns of the aid and assessments the state w ill make to cities, tow ns, and 
regional school d istricts in the upcoming fiscal year. Originally, these notifications were 
printed on cherry-colored paper, and therefore were given the name "cherry sheets". In 
Fiscal Year 1997, cherry sheet appropriations w ill to ta l $3.4 billion, providing cities and 
tow ns w ith  a direct local aid increase of $253.2 million, 7.9%  over Fiscal Year 1996 
levels. Since Fiscal Year 1992, tota l cherry sheet appropriations have increased by $1.1 
billion, or 49% . The Fiscal Year 1997 budgetary recommendation represents the highest 
cherry sheet recommended appropriation levels to date. Lottery proceeds distribution will 
increase by $41.6 million, meeting the Weld/Cellucci Adm in istration 's com m itm ent to 
phase out the lo ttery cap. This increase w ill be distributed to cities and tow ns through the 
lottery formula. If State Lottery Fund revenue grow th exceeds current projections, that 
additional increase w ill also be distributed to cities and tow ns through the lo ttery formula. 
Chapter 70 Education Reform Aid w ill increase by $209.1 million, continuing the 
Weld/Cellucci Adm in istration 's com m itm ent to  fu lly  fund Education Reform as tha t in itiative 
begins its fourth year.

CHERRY SHEET PROGRAMS

The state aid distributed through the cherry sheets is comprised of several programs, 
administered by a variety of state agencies. These programs and their Fiscal Year 1997 
funding levels are described below.

r \
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The Governor's Budget Recommendation

Treasurer and Receiver-General

In Fiscal Year 1997, additional assistance, payments-in-lieu of taxes for state-owned land, 
and the local share of the racing tax are funded at Fiscal Year 1996 levels. Lottery 
proceeds d istributed d irectly through the lo tte ry formula are increasing by $41.6 million, as 
the phase-out of the C om m onwealth 's share of lo tte ry revenue continues.

Municipal Assistance

The Division of Municipal Services administers the Federally-Aided Urban Renewal, State 
Urban Renewal, and Urban Revitalization and Development Grant programs. Through these 
programs, cities and tow ns are reimbursed for a portion of the costs related to urban 
renewal projects targeted at redeveloping dow ntow ns, neighborhoods, industrial parks, and 
commercial areas; technical assistance is provided to municipalities, organizations, and 
local businesses; low  and moderate income housing units are rehabilitated; and local 
businesses are provided w ith  financial assistance. The Commonwealth also provides 
reimbursements to  cities and tow ns fo r tax exem ptions granted to  qualifying veterans, 
blind persons, surviving spouses, and elderly persons. Fiscal Year 1997 funding will ensure 
tha t these reimbursements and service levels w ill continue at Fiscal Year 1996 levels.

Veterans' Services

The O ffice of Veterans' Services, w ith in  the Executive O ffice for Adm inistration and 
Finance, adm inisters veterans' benefits programs, reimbursing cities and tow ns for 75% of 
the costs of benefits fo r veterans and their dependents. These benefits include allowances 
fo r food, cloth ing, shelter, heat, medical assistance, and burial expenses. Fiscal Year 1997 
funding levels w ill ensure tha t service levels can continue at Fiscal Year 1996 service 
levels.

Board of Library Commissioners

The Board of Library Commissioners oversees tw o  cherry sheet programs: aid to local 
public libraries and aid to regional public libraries. The state aid d istributed through these 
tw o  programs assists municipalities in providing free library services and helps to defray 
the costs of providing regional public library services. W ith this aid, regional libraries are 
able to provide support services to municipal libraries, including interlibrary loans, research 
and reference searches, and the delivery of materials between libraries. The Fiscal Year 
1997 funding level fo r libraries is equal to  the Fiscal Year 1996 funding level.

Education

The cherry sheet contains aid fo r several education programs. Direct financial assistance in 
the form  of Chapter 70 Education Reform payments d istributed through the Education 
Reform formula w ill increase by $209.1 million in Fiscal Year 1997. School Building
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Fiscal Year 1997

Assistance reimbursements, which provide municipalities and regional school d istricts w ith  
financial assistance for the planning and construction of school buildings, w ill increase by 
$1 1.6 million in Fiscal Year 1997. In addition, reimbursements for pupil transportation to 
regional schools w ill be increased by $2 million in Fiscal Year 1997.

Public Safety

The Executive Office of Public Safety administers the police career incentives program. 
Through the police career incentive program, the state reimburses 50%  of the costs of 
cities and tow ns providing career incentive education programs to police officers through 
salary increases. In Fiscal Year 1997, the funding level for this program w ill increase by 
$1.8 million over the Fiscal Year 1 996 funding level.

Transportation and Construction

To reimburse municipalities for costs incurred in the construction, maintenance, and 
policing of local streets and roads, the Commonwealth distributes Flighway Fund monies 
(funded through the motor vehicle fuels excise tax) to the 351 cities and tow ns in 
Massachusetts. In Fiscal Year 1997, H ighway Fund distributions w ill equal $43.5 million, 
the same as Fiscal Year 1996 distributions.

NON-CHERRY SHEET LOCAL AID

The W eld/Cellucci Adm inistration pursues a comprehensive local aid policy to ensure the 
fiscal autonomy and stability of each of the Com m onwealth 's cities and tow ns. To that 
end, a number of local aid programs tha t provide either programmatic assistance or direct 
monetary aid to cities and tow ns are administered by agencies throughout state 
government. In Fiscal Year 1997, the Adm inistration is increasing its com m itm ent to local 
aid by increasing funding for education, public safety, and water and sewer rate relief. 
Education Reform funding, above and beyond Chapter 70 aid, w ill increase by over $34.9 
million. In Fiscal Year 1997, the state 's Board of Education and Training, through the 
Office of Education and Training, w ill d istribute a $65.7 million block grant to cities, tow ns, 
school d istricts, charter schools, and regional school d istricts for after-school programs, 
safe schools, school-linked services, charter schools, high achievement, drop-out 
prevention, and time and learning programs, among others.

In addition, as part of the Weld/Cellucci com m itm ent to strengthening public safety in the 
Commonwealth, the Adm inistration recommends $12.16 million in Community Policing 
initiatives, to help defray the costs of safeguarding our communities.

The third substantially increased component of non-cherry sheet aid is rate relief. In Fiscal 
Year 1994, Fiscal Year 1995, and Fiscal Year 1996, MWRA rate payers benefited from a 
total of $90 million of rate relief tha t served to reduce rate increases in MWRA 
communities. In Fiscal Year 1997, tha t aid w ill be continued through an appropriation of 
$47 million targeted for MWRA rate relief, a tota l increase of more than $7 million over
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Fiscal Year 1996 levels. In addition, funding for water pollution abatement projects 
financed through the State Revolving Fund (SRF) w ill increase by $6 million over Fiscal 
Year 1 996 levels.
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In the Year One Thousand Nine Hundred and Ninety-Six

AN ACT MAKING APPROPRIATIONS FOR THE FISCAL YEAR NINETEEN 
HUNDRED AND NINETY-SEVEN FOR THE MAINTENANCE OF THE DEPARTMENTS, 
BOARDS, COMMISSIONS, INSTITUTIONS AND CERTAIN ACTIVITIES OF THE 
COMMONWEALTH, FOR INTEREST, SINKING FUND AND SERIAL BOND 
REQUIREMENTS AND FOR CERTAIN PERMANENT IMPROVEMENTS.

Be it enacted by the Senate and House of Representatives in General Court 
assembled, and by the authority of the same, as fo llows:

SECTION 1. To provide for the maintenance of the several departments, 
boards, commissions and institutions, other services, and for certain permanent 
improvements, and to meet certain requirements of law, the sums set forth  as state 
appropriations in section tw o  for the several purposes and subject to the conditions 
specified in said sections tw o  and three are hereby appropriated from the General 
Fund unless specifically designated otherw ise, subject to the provisions of law 
regulating the disbursement of public funds and the approval thereof, for the fiscal 
year ending June th irtie th , nineteen hundred and ninety-seven. The sums set forth  
as federal appropriations in section tw o  for the several purposes and subject to the 
conditions specified in said section tw o  are hereby appropriated from the General 
Federal Grants Fund, subject to the provisions of law regulating the disbursement of 
public funds and the approval thereof. Federal funds received in excess of the 
amount appropriated in section tw o  shall be expended only in accordance w ith  the 
provisions of section six B of chapter tw enty-n ine of the General Laws. The 
amounts of any unexpended balances of federal grant funds received prior to June 
th irtie th , nineteen hundred ninety-six, and not included as part of an appropriation 
item in section tw o , are hereby made available for expenditure during fiscal year 
nineteen hundred and ninety-seven, in addition to any amounts appropriated in 
section tw o . Notw ithstanding the provisions of any general or special law to the 
contrary, the agencies to which amounts are appropriated in section tw o  from the 
Intragovernmental Service Fund established pursuant to section tw o  Q of chapter 
tw enty-n ine of the General Laws are hereby authorized to expend said amounts for 
the provision of goods and services to agencies receiving appropriations in section 
tw o ; provided, tha t all such expenditures shall be accompanied by a corresponding 
transfer of funds from an appropriation in section tw o  to the Intragovernmental 
Service Fund; provided further, tha t no expenditures shall be made from said 
Intragovernmental Service Fund which would cause said fund to be in defic it at the 
close of fiscal year nineteen hundred and ninety-seven; and provided further, that 
any balance remaining in said Intragovernmental Service Fund at the close of fiscal 
year nineteen hundred and ninety-seven shall be transferred to  the General Fund.

SECTION 1A. In Accordance w ith  Articles LXIII and CVII of the Articles of 
Amendment to the constitu tion and section six D of chapter tw enty-n ine of the 
General Laws, it is hereby declared tha t the amounts of revenue set forth  in this 
section by source fo r the respective funds of the commonwealth for the fiscal year 
ending June th irtie th , nineteen hundred and ninety-seven are necessary and 
su ffic ien t to provide the means to  defray the appropriations and expenditures from 
such funds for such fiscal year as set forth  and authorized in section tw o . The



com ptro ller is hereby authorized and directed to keep a distinct account of actual 
receipts from  each such source by each such fund, to furnish the executive o ffice 
fo r adm inistration and finance and the house and senate committees on ways and 
means w ith  quarterly statem ents comparing such receipts w ith  the projected 
receipts set fo rth  herein, and to include a full statement comparing such actual and 
projected receipts in the annual report fo r such fiscal year pursuant to section 
th irteen of chapter seven A of the General Laws; provided, that such quarterly and 
annual reports shall also include detailed statem ents of any other sources of revenue 
fo r the budgeted funds in addition to  those specified in this section.

Fiscal Year 1997 Revenue by Source and Budgeted Fund 
(in millions of dollars)

Source All
Budgeted General Local Aid Highway

Other
Budgeted

Funds Fund Fund Fund Funds

Alcoholic  Beverages 58 .0
Commercial Banks 168 .0
Savings Institu tions 51 .0
Cigarette 233 .0
Corporations 896 .0
Deeds 76.9
Income Tax Base 6 ,66 9 .9
Income Tax Reduction -132.5
Estate/lnheritance 117.0
Insurance 328.5
M otor Fuels 607 .0
Utilit ies 90 .0
Racing 13.5
Room Occupancy 71.1
Sales: Regular 1 ,973 .0
Sales: Meals 377 .0
Sales: M otor Vehicles 365 .0
Miscellaneous 6 .0

Total Tax Revenue 11,968.4

Non-Tax Revenue

Federal Reimbursements 2 ,840 .3
Departmental Revenue 1 ,025.2
Consolidated Transfers 973 .5

4,839.1

58.0 0.0 0.0 0.0
168.0 0.0 0.0 0.0

51.0 0.0 0.0 0.0
103.8 0.0 0.0 129.2
537 .6 358 .4 0.0 0.0

4 0 .0 36.9 0.0 0.0
3 ,841 .3 2 ,560 .8 0.0 267.8

-79.5 -53 .0 0.0 0.0
117 .0 0.0 0.0 0.0
328 .5 0.0 0.0 0.0

81.8 0.0 517.6 7.6
90 .0 0.0 0.0 0.0
13.5 0.0 0.0 0.0
46.2 0.0 0.0 24.9

1 ,183.8 789 .2 0.0 0.0
226.2 150.8 0.0 0.0
219 .0 146.0 0.0 0.0

6.0 0.0 0.0 0.0

7,032.2 3,989.1 517.6 429.5

2,727.1 5.3 4 .0 103.9
557.5 5.5 332 .6 129.6
382.1 613.1 0 .0 -21.7

3,666.7 623.9 336.6 211.8Total Non-Tax Revenue 

Total Budgeted Fund Revenue 16,807.4  10,698.9  4 ,613 .0 854 .2 641.3



SECTION 1B. The com ptroller is hereby authorized and directed to keep a 
d istinct account of actual receipts of non-tax revenues by each department, board, 
commission or institu tion , to  furnish the executive o ffice for adm inistration and 
finance and the house and senate committees on ways and means w ith  quarterly 
statem ents comparing such receipts w ith  projected receipts set fo rth  herein, and to 
include a full statem ent comparing such receipts w ith  projected receipts in the 
annual report for fiscal year nineteen hundred and ninety-seven pursuant to section 
thirteen of chapter seven A of the General Laws; provided, tha t such quarterly and 
annual reports shall also include detailed statem ents of any other sources of non-tax 
revenue for the budgeted funds in addition to those specified in this section.

Fiscal Year 1997 Non-Tax Revenue Executive Office Summary
(in dollars)

Source FY 1997 
Unrestricted 

Non-Tax

FY 1997 
Restricted 
Non-Tax

FY 1997 Total 
Non-Tax

Executive 2 ,500 0 2 ,500
Office of the Comptroller 1 ,211,722 0 1 ,211 ,722
Administration and Finance 5 8 8 ,25 6 ,44 4 2 7 ,861 ,575 6 1 6 ,11 8 ,01 9
Environmental Affairs 64,045,401 872 ,930 64,918,331
Family Services 2 ,861 ,21 5 ,58 7 192,672,551 3 ,05 3 ,88 8 ,13 8
Public Property 14 ,366 ,325 7 ,277 ,345 2 1 ,6 43 ,6 70
Board of Education and Training 3 ,306 ,068 150 ,000 3 ,456 ,068
Public Safety 2 1 ,092 ,649 1 4 ,185 ,000 35 ,2 77 ,6 49
Elder Affairs 202 ,000 0 2 02 ,000
Legislature 700 ,649 0 700 ,649
Judiciary 5 8 ,751 ,517 0 58 ,7 51 ,5 17
Secretary of the Commonwealth 42 ,8 69 ,0 75 30 ,000 42 ,8 99 ,0 75
Treasurer and Receiver-General 4 5 0 ,02 3 ,56 2 4 84 ,1 8 0 ,0 0 0 9 3 4 ,20 3 ,56 2
Attorney General 5 ,670 ,050 0 5 ,67 0 ,05 0
State Ethics Commission 4 3 ,000 0 4 3 ,000
Office of Campaign and Political 6 5 ,000 0 65 ,000
Finance

Total Non-Tax Revenue 4 ,111,821,549 727,229,401 4 ,839,050.950

SECTION 2. Appropriations fo r fiscal year nineteen hundred and ninety- 
seven are set out in volume II.
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Section 3. Notw ithstanding the provisions of any general or special law to  the contrary, 
except for section fo rty-e igh t of chapter seventy-one as most recently amended, for the 
fiscal year ending June th irtie th , nineteen hundred and ninety-seven, the lo ttery distribution 
to cities and tow ns of the balance of the State Lottery Fund, as paid by the treasurer from 
the Local Aid Fund in accordance w ith  the provisions of clause (c) of section th irty -five  of 
chapter ten of the General Laws, shall be four hundred eighty-four million one hundred 
eighty thousand dollars and shall be apportioned to  the cities and tow ns in accordance w ith  
this section; provided, tha t the amount of any balance in the State Lottery Fund at the end 
of the fiscal year shall be transferred to the Local Aid Fund.

For the fiscal years between nineteen hundred and ninety-six and tw o  thousand and one, 
the lo ttery distribution to cities and tow ns of the balance of the State Lottery Fund shall be 
the sum of the amount d istributed in the prior fiscal year, any increase in State Lottery 
Fund proceeds fo r tha t year, and one-fifth  of the difference between the amount distributed 
to cities and tow ns in fiscal year nineteen hundred and ninety-five and actual State Lottery 
Fund proceeds fo r tha t fiscal year; provided further, tha t for fiscal years including and 
fo llow ing fiscal year tw o  thousand and one, the lo ttery distribution to cities and tow ns of 
the balance of the State Lottery Fund shall be the sum of the amount distributed in the 
prior fiscal year and any increase in State Lottery Fund proceeds for tha t year; provided 
further, tha t the provisions of this paragraph shall not prohibit any corresponding reduction 
in appropriation for other local aid expenses which would otherw ise have been funded w ith  
said State Lottery Fund proceeds.

Prior to the fourth  quarterly payment of the lo ttery distribution, the state treasurer shall, in 
conjunction w ith  the secretary of adm inistration and finance, revise estimates of tha t fiscal 
year's State Lottery Fund proceeds based upon actual State Lottery Fund receipts to date. 
The committees on ways and means shall be notified in w riting of any and all such 
revisions. The lo tte ry distribution to cities and tow ns shall be revised in accordance w ith  
the updated estimates, and any adjustments necessary shall be made through adjusting the 
final quarterly payment of said lo ttery distribution to cities and tow ns. A fte r the final 
reconciliation of lo tte ry revenues has occurred at the end of each fiscal year, if actual State 
Lottery Fund revenue g row th  exceeds the grow th distributed to cities and tow ns, those 
funds shall be carried forw ard into the subsequent fiscal year and final adjustments of 
lottery d istribution to cities and tow ns shall be made by the state treasurer by adjusting the 
firs t quarterly payment of said subsequent fiscal year. If actual State Lottery Fund revenue 
growth falls short of the grow th  distributed to cities and tow ns, final adjustments of lo ttery 
d istributions to cities and tow ns shall be made by the state treasurer by adjusting 
downward the firs t quarterly payment of the subsequent fiscal year.

Notw ithstanding the provisions of any general or special law to the contrary, except for 
section forty-e igh t of chapter seventy-one as most recently amended, the tota l amounts to 
be distributed and paid to each city , tow n, regional school d is tric t and county maintaining 
an agricultural school from  items 061 1-5500 and 7900-0015 of section tw o  of this act 
shall be as set forth  in the fo llow ing list; provided, tha t the specified amounts to be 
distributed from  items 7900-0015  of said section tw o  are hereby deemed to be in full 
satisfaction of the amounts due under the provisions of sections three, six, and seven of 
chapter seventy of the General Laws; provided further, tha t the amounts to be distributed 
from item 061 1-5500 of said section tw o  are hereby deemed to be in full satisfaction of 
the amounts due under section thirty-seven of chapter tw enty-one of the General Laws.
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No paym ents to  cities, tow ns, or counties maintaining an agricultural school pursuant to 
th is section shall be made after November th irtie th  of the fiscal year by the state treasurer 
until he receives ce rtifica tion  from  the commissioner of revenue of said commissioner's 
acceptance of the prior fiscal year's annual financial reports submitted pursuant to the 
provisions of section fo rty-th ree  of chapter fo rty -fou r of the General Laws. In the case of 
regional school d is tric ts , d is tributions pursuant to this section shall not be paid by the state 
treasurer a fter November th irtie th  of the fiscal year until he receives certification from said 
com m issioner of the acceptance of the prior year's annual financial reports as prescribed by 
the d irector of accounts. The unencumbered amount in the excess and deficiency fund 
established pursuant to  section sixteen B and one-half of chapter seventy-one of the 
General Laws shall constitu te  the amount certified to the regional school committee and 
the com m issioner by the d irector of accounts as available on July firs t of the current fiscal 
year. Said d irector shall promulgate and from  tim e to  time revise rules and regulations for 
determ ining the available funds of a regional school d istrict.
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Fiscal Year 1997

7 9 0 0 -0 0 1 5 0 6 1 1 -5 5 0 0
Chapter 70 Additional Lottery

MUNICIPALITY Assistance Distribution

ABINGTON 4,719,371 0 1 ,326,339
ACTON 1,137,052 37,368 902 ,764
ACUSHNET 3,550,216 30,043 1 ,026,323
ADAMS 0 44 ,096 1 ,379,809
AGAW AM 7,965,769 0 2,434,181
ALFORD 0 0 10,627
AMESBURY 7,015,557 0 1,317,718
AMHERST 4,327,823 280,503 5 ,091 ,299
ANDOVER 2,837,944 0 1,127,831
ARLINGTON 3,531,573 5 ,652 ,310 3 ,000 ,800
ASHBURNHAM 0 0 401 ,457
ASHBY 0 0 246 ,680
ASHFIELD 22,893 0 101,920
ASHLAND 1,097,118 366 ,937 610 ,476
ATHOL 0 5,507 1,348,605
ATTLEBORO 16,210,881 0 3,495,561
AUBURN 2,904,820 0 1,074,622
AVON 351,015 504,148 281,422
AYER 3,727,748 55,642 524,251
BARNSTABLE 2,771,603 0 1,148,320
BARRE 16,723 0 489 ,010
BECKET 2,377 10,797 49,918
BEDFORD 1,052,980 609,391 491 ,093
BELCHERTOWN 5,465,234 0 947 ,980
BELLINGHAM 5,100,484 0 1,303,276
BELMONT 1,632,669 1,041,278 1,209,515
BERKLEY 2,286,781 0 319,621
BERLIN 307,455 0 157,627
BERNARDSTON 0 0 159,903
BEVERLY 4,646,789 3 ,086 ,077 2,604 ,463
BILLERICA 9,503,874 2,956 ,313 2,621,911
BLACKSTONE 15,887 0 829 ,218
BLANDFORD 0 0 77,514
BOLTON 0 0 1 17,582
BOSTON 112,958,427 206 ,638 ,214 41 ,107 ,710
BOURNE 2,142,399 443 ,645 699 ,078
BOXBOROUGH 171,660 0 147,080
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7900-0015 0611-5500
Chapter 70 Additional Lottery

M UNIC IPALITY Assistance Distribution

BOXFORD 340,535 45,818 254,586
BOYLSTON 227,445 0 225,813
BRAINTREE 2,681,491 4 ,250 ,822 2,128,732
BREWSTER 300,709 0 207,960
BRIDGEWATER 31,843 0 1,919,557
BRIMFIELD 721,852 0 224,088

BROCKTON 65,400,325 5 ,424 ,063 1 1,005,680

BROOKFIELD 1,139,609 0 309,578

BROOKLINE 2,701,838 4 ,401 ,448 2,668,147

BUCKLAND 0 0 174,798

BURLINGTON 2,244,208 1,744,603 985,920

CAMBRIDGE 4,027,744 22 ,595 ,349 5,379,859

CANTON 1,457,899 1,104,851 898,115

CARLISLE 291,341 18,534 133,474

CARVER 6,154,118 0 841,494

CHARLEMONT 21,375 0 97,515

CHARLTON 0 0 773,445

CHATHAM 201,355 0 105,222

CHELMSFORD 3,964,767 3 ,190 ,395 1,991,357

CHELSEA 23,683,727 4 ,274 ,507 3,379,435

CHESHIRE 45,381 0 336,822

CHESTER 0 0 102,467

CHESTERFIELD 37,930 0 76,176
CHICOPEE 25,180,934 1 ,504 ,526 6,275 ,046
CHILMARK 0 0 2,288
CLARKSBURG 863,498 16,502 246,041
CLINTON 6,179,703 220 ,865 1,400,472
COHASSET 719,809 209 ,013 287 ,310
COLRAIN 0 0 136,156
CONCORD 842,673 483 ,163 633 ,215
CONWAY 372,648 0 104,422
CUMMINGTON 27,515 0 46 ,032
DALTON 276,215 0 633 ,517
DANVERS 1,860,091 1,408 ,080 1,31 1,316
DARTMOUTH 5,192,929 0 1,634 ,932
DEDHAM 1,921,271 1 ,950,847 1 ,465 ,064
DEERFIELD 483,951 0 31 1,584
DENNIS 0 0 317 ,040
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Fiscal Year 1997

7 9 0 0 -0 0 1 5 0 6 1 1 -5 5 0 0
Chapter 70 Additional Lottery

MUNICIPALITY Assistance Distribution

DIGHTON 0 O 444 ,649
DOUGLAS 3,031,934 0 390 ,478
DOVER 126,414 0 135,563
DRACUT 9,383,169 0 2 ,090 ,228
DUDLEY 0 0 941 ,262
DUNSTABLE 0 37,846 1 12,010
DUXBURY 1,565,597 0 593 ,546
EAST BRIDGEWATER 5,635,833 O 922,365
EAST BROOKFIELD 7,635 O 189,140
EAST LONGMEADOW 2,538,048 0 863 ,784
EASTHAM 111,905 0 82,815
EASTHAMPTON 6,219,072 137,004 1 ,772,560
EASTON 4,556,842 O 1,361,693
EDGARTOWN 153,123 35,873 25,544
EGREMONT 0 0 46,175
ERVING 163,638 16,548 36,153
ESSEX 274,493 42,569 150,967
EVERETT 7,813,014 5,139 ,628 2 ,167 ,566
FAIRHAVEN 4,875,019 492 ,569 1,337,878
FALL RIVER 64,340,609 2,882 ,862 15,449 ,436
FALMOUTH 3,042,962 0 809 ,883
FITCHBURG 22,741,537 270,312 5,149 ,677
FLORIDA 332,458 0 30,226
FOXBOROUGH 4,022,133 0 1,033,068
FRAMINGHAM 4,313,992 5,91 1,189 4 ,001 ,925
FRANKLIN 8,443,632 0 1,565,109
FREETOWN 692,063 0 597 ,584

GARDNER 10,058,884 151,944 2 ,395 ,616

GAY HEAD 0 0 1,507
GEORGETOWN 1,841,963 66,691 442 ,602

GILL 0 O 129,020
GLOUCESTER 3,421,421 2,419,911 1,662,485

GOSHEN 1,650 0 42,292

GOSNOLD 1,075 2,469 306

GRAFTON 2,993,896 0 978 ,790

GRANBY 1,894,619 0 548,539
GRANVILLE 381,511 0 87,245
GREAT BARRINGTON 0 0 528,271
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MUNICIPALITY

7900-0015  
Chapter 70

0611-5500
Additional

Assistance
Lottery

Distribution

GREENFIELD 7,611,196 0 1,998,424
GROTON 0 0 443,786
GROVELAND 0 0 444,692
HADLEY 312,527 174,084 205,027
HALIFAX 1,577,098 0 591,063
HAMILTON 0 53,967 409,976
HAMPDEN 0 0 400,646
HANCOCK 41,415 22,195 29,243
HANOVER 1,944,776 1,669,092 700,407
HANSON 0 0 832,320
HARDWICK 41,582 4 ,062 256,625
HARVARD 756,368 69 ,324 1,316,543
HARWICH 598,316 0 250,702
HATFIELD 481,570 0 219,333
HAVERHILL 23,633,560 3,149,881 4,772 ,364
HAWLEY 9,202 16,264 17,371

HEATH 0 0 34,123
HINGHAM 1,975,822 420 ,485 944,239

HINSDALE 33,622 0 130,723
HOLBROOK 3,379,230 5,987 1,013,092

HOLDEN 0 0 1,051,963

HOLLAND 318,818 0 105,283

HOLLISTON 3,528,435 518 ,826 815,333

HOLYOKE 45,948,658 763 ,384 6 ,097 ,316

HOPEDALE 2,334,000 0 383,243

HOPKINTON 1,324,071 151,365 394,842

HUBBARDSTON 0 0 175,445

HUDSON 4,645,567 0 1 ,382,516

HULL 2,930,356 1 ,747,307 712 ,156
HUNTINGTON 0 0 195,132

IPSWICH 1,141,809 975 ,780 686 ,918
KINGSTON 1,572,627 0 563 ,870

LAKEVILLE 1,098,494 0 475 ,134

LANCASTER 0 0 588,728

LANESBOROUGH 420,781 0 265 ,680

LAWRENCE 71,969,003 239 ,970 10,084,731

LEE 1,188,870 0 479 ,419

LEICESTER 4,753,116 0 1,1 15,610
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LENOX 910,667 90,787 422 ,966
LEOMINSTER 17,751,908 14,714 3 ,341 ,374
LEVERETT 140,596 0 107,396
LEXINGTON 2,802,306 0 1,084,537
LEYDEN 0 0 39,635
LINCOLN 224,505 367 ,459 318 ,228
LITTLETON 654,804 207,535 362,081
LONGMEADOW 2,337,138 0 920 ,843
LOWELL 69,810,040 7 ,978 ,998 1 1 ,205,618
LUDLOW 6,749,391 0 1,843,708
LUNENBURG 2,343,119 0 689 ,876
LYNN 57,143,142 1 1 ,926,220 8 ,631 ,303
LYNNFIELD 1,039,050 455 ,892 509,751
MALDEN 14,304,197 7 ,030 ,168 5,474 ,713
MANCHESTER 424,048 0 172,81 1
MANSFIELD 3,946,312 912 ,368 882 ,570
MARBLEHEAD 1,347,794 49,583 772 ,188
MARION 135,805 0 132,607
MARLBOROUGH 2,565,220 3,433,241 2,076,801
MARSHFIELD 7,202,499 255,142 1,374,267
MASHPEE 1,102,628 0 122,851
MATTAPOISETT 243,193 0 279,751
MAYNARD 1,374,230 738,519 739,179
MEDFIELD 1,144,439 937 ,000 590,010
MEDFORD 8,930,786 8 ,094 ,393 4 ,907 ,907
MEDWAY 3,098,729 235,317 626 ,033
MELROSE 4,076,443 3 ,402 ,865 2,152 ,756
MENDON 0 0 230 ,410
MERRIMAC 0 0 484 ,892
METHUEN 14,165,455 205,147 3 ,229 ,815
MIDDLEBOROUGH 10,959,711 0 1,559,849
MIDDLEFIELD 0 0 27,640
MIDDLETON 281,870 159,272 223,159
MILFORD 8,877,213 0 2 ,071 ,390
MILLBURY 3,549,572 0 1,156,704
MILLIS 1,220,472 403 ,862 505 ,704
MILLVILLE 6,577 0 216,825
MILTON 1,696,645 1,566,851 1,570,778
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M UNICIPALITY Assistance Distribution

MONROE 12,748 17,526 5,935
MONSON 3,948,085 0 837,070
MONTAGUE 0 0 789,161
MONTEREY 0 15,777 26,927
MONTGOMERY 0 0 53,170
MOUNT WASHINGTON 5,191 41 ,886 1,876
NAHANT 213,054 157,791 200,370
NANTUCKET 312,585 0 46,166
NATICK 2,346,539 2 ,444 ,348 1,595,699
NEEDHAM 2,072,823 259 ,216 1,078,170
NEW ASHFORD 10,720 9,203 5,103
NEW BEDFORD 70,618,860 901 ,313 15,563,944
NEW BRAINTREE 0 0 65,1 15
NEW MARLBOROUGH 0 0 35,798
NEW SALEM 0 0 60,452
NEWBURY 0 0 286,773
NEWBURYPORT 2,214,865 1,736,621 1,058,390
NEWTON 5,379,166 1 ,732,789 3 ,483 ,496
NORFOLK 1,592,259 0 564,366
NORTH ADAM S 10,565,307 233 ,872 2,989 ,218
NORTH ANDOVER 2,163,587 151,695 1 ,175,014
NORTH ATTLEBOROUGH 8,273,901 0 1,863,485
NORTH BROOKFIELD 2,920,867 0 516,767
NORTH READING 1,525,213 1 ,189,787 704 ,396
NORTHAMPTON 5,744,003 727 ,239 2,706,761
NORTHBOROUGH 1,382,533 76 ,900 674 ,606
NORTHBRIDGE 6,917,090 3,865 1,505 ,558
NORTHFIELD 0 0 175 ,864
NORTON 6,128,268 0 1 ,346 ,100
NORWELL 1,136,729 680 ,878 4 53 ,72 4
NORWOOD 2,117,877 3 ,354 ,660 1,719 ,870
OAK BLUFFS 112,960 0 41 ,573
OAKHAM 42,332 0 94,914
ORANGE 3,870,115 2,661 1 ,040,583
ORLEANS 98,465 0 1 12,048
OTIS 0 0 19,012
OXFORD 6,064,831 0 1 ,369,756
PALMER 6,014,729 0 1 ,234,089
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PAXTON 0 0 285 ,528
PEABODY 8,771,563 3 ,951 ,625 3 ,312 ,545
PELHAM 39,960 0 91,157
PEMBROKE 3,054,390 0 1 ,070,219
PEPPERELL 0 0 778 ,344
PERU 37,591 0 65 ,494
PETERSHAM 114,042 0 65,738
PHILLIPSTON 0 5,519 80,590
PITTSFIELD 21,909,131 1,107,722 5 ,188 ,757
PLAINFIELD 13,955 0 24,478
PLAINVILLE 884,378 0 451 ,556
PLYMOUTH 12,493,802 0 2 ,094 ,937
PLYMPTON 396,495 0 141,234
PRINCETON 0 0 184,563
PROVINCETOWN 164,305 27,912 96,604
QUINCY 9,540,927 14,555 ,556 6 ,671 ,689
RANDOLPH 6,758,703 2 ,297 ,597 2,315 ,133
RAYNHAM 13,421 0 751,061
READING 2,841,340 1 ,931,472 1 ,417,822
REHOBOTH 0 0 593,062
REVERE 13,539,648 6 ,712 ,698 3 ,741 ,060
RICHMOND 232,078 0 78,356
ROCHESTER 521,773 0 257,473
ROCKLAND 7,380,438 496,221 1,562,882
ROCKPORT 539,942 0 278,545
ROWE 21,465 0 2,238
ROWLEY 0 143,746 271,608
ROYALSTON 0 0 83,837
RUSSELL 0 0 139,773
RUTLAND 0 0 500 ,130
SALEM 7,015,529 4,151,021 2,513 ,885
SALISBURY 0 0 398 ,173
SANDISFIELD 0 0 20,659
SANDWICH 2,361,471 1 1 1,247 432 ,628
SAUGUS 2,341,156 2 ,245 ,040 1 ,461,824
SAVOY 279,378 17,367 66,324
SCITUATE 1,874,862 1,101,119 969 ,244
SEEKONK 2,243,817 0 807 ,950
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SHARON 2,607,679 78,642 884,639
SHEFFIELD 0 15,023 143,185
SHELBURNE 0 0 176,857
SHERBORN 157,696 26 ,364 143,459
SHIRLEY 2,316,283 233 ,500 629,502
SHREWSBURY 3,845,260 376 ,077 1,535,165
SHUTESBURY 303,200 0 83,372
SOMERSET 1,413,903 0 894,737
SOMERVILLE 15,396,365 20,410 ,649 8,183 ,656
SOUTH HADLEY 4,628,705 25,437 1,640,295
SOUTHAMPTON 901,407 0 365,180
SOUTHBOROUGH 461,537 0 278,497
SOUTHBRIDGE 10,912,694 0 2 ,149,248
SOUTHWICK 0 0 736,155
SPENCER 94,745 0 1,340,201
SPRINGFIELD 131,425,160 2,302,181 19,971 ,276
STERLING 0 0 424 ,190
STOCKBRIDGE 0 0 73,575
STONEHAM 1,504,384 2 ,553 ,177 1,419,407
STOUGHTON 6,564,656 129,781 2 ,173 ,270
STOW 0 8,776 264,391
STURBRIDGE 820,181 0 434 ,154
SUDBURY 1,018,880 807,321 61 1,899
SUNDERLAND 462,795 0 287,951
SUTTON 2,153,414 0 490 ,812
SWAMPSCOTT 1,106,554 443 ,359 650 ,385
SWANSEA 3,604,316 0 1 ,300,629
TAUNTON 24,046,147 0 5,971,541
TEMPLETON 0 0 775 ,555
TEWKSBURY 7,208,571 0 1 ,908,145
TISBURY 123,260 0 66 ,257
TOLLAND 0 12,413 3 ,396
TOPSFIELD 230,965 318 ,725 276 ,522
TOWNSEND 0 0 696,1 16
TRURO 62,550 0 18,746
TYNGSBOROUGH 3,182,709 0 510 ,903
TYRINGHAM 10,250 0 9,179
UPTON 0 0 331 ,019
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UXBRIDGE 4,023,724 0 908 ,096
WAKEFIELD 2,806,368 1,809,635 1,582,952
WALES 531,442 0 141,960
WALPOLE 3,255,125 1,1 12,1 15 1,201,678
W ALTHAM 4,162,251 6 ,869 ,270 3 ,607 ,212
WARE 4,566,102 19,199 1,063,391
WAREHAM 7,789,217 0 1,371,087
WARREN 0 0 451 ,160
WARWICK 0 36,354 46 ,347
WASHINGTON 18,201 29,889 44 ,459
WATERTOWN 1,466,412 5,571,1 14 2 ,032 ,794
W AYLAND 1,269,949 352 ,813 478 ,803
WEBSTER 5,732,546 78,026 1 ,492,340
WELLESLEY 1,635,569 121,858 937 ,737
WELLFLEET 60,640 0 39,099
WENDELL 0 32,131 74,063
WENHAM 0 175,913 204 ,379
WEST BOYLSTON 924,172 85,259 424 ,733
WEST BRIDGEWATER 1,368,750 59,41 1 430 ,362
WEST BROOKFIELD 0 0 280,819
WEST NEWBURY 0 0 188,271
WEST SPRINGFIELD 8,256,175 0 2 ,090 ,664
WEST STOCKBRIDGE 0 0 71,622
WEST TISBURY 0 229 ,569 17,287
WESTBOROUGH 1,375,662 182,536 646,335
WESTFIELD 19,537,599 0 3,857,941
WESTFORD 2,470,952 1,126,887 858 ,774
WESTHAMPTON 161,613 0 84,410
WESTMINSTER 0 0 360 ,865
WESTON 595,883 0 281 ,056
WESTPORT 2,395,320 0 897 ,443
WESTWOOD 1,149,102 45,632 489 ,713
WEYMOUTH 14,102,259 3,050,391 4 ,883 ,947
WHATELY 51,133 0 82,781
W HITMAN 0 0 1,41 1,101
WILBRAHAM 0 0 813 ,724
WILLIAMSBURG 268,895 0 205 ,812
WILLIAMSTOWN 739,335 0 667,277
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Distribution

WILMINGTON 1,909,929 1 ,578,564 878,326
WINCHENDON 6,633,944 31,919 964,519
WINCHESTER 1,878,610 433 ,387 883,291
WINDSOR 0 35,260 37,669
WINTHROP 3,195,465 2 ,878 ,558 1,721,976
WOBURN 2,666,480 4 ,513 ,710 2,072,138
WORCESTER 89,020,373 14,860 ,192 18,900,647
WORTHINGTON 0 0 66,963
WRENTHAM 2,375,330 0 641,629
YARMOUTH 0 0 699,383

Total Municipal Aid 1 ,6 6 4 ,3 3 3 ,4 4 0 4 7 6 ,3 1 5 ,2 8 2 4 8 4 ,1 8 0 ,0 0 0
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REGIONAL SCHOOL DISTRICT

LAWRENCE VOCATIONAL 
NORTHAMPTON SMITH 
WORCESTER TRADE 
ACTON BOXBOROUGH 
ADAM S CHESHIRE 
AMHERST PELHAM 
ASHBURNHAM WESTMINSTER 
ASHFIELD PLAINFIELD 
ATHOL ROYALSTON 
BERKSHIRE HILLS 
BERLIN BOYLSTON 
BLACKSTONE MILLVILLE 
BRIDGEWATER RAYNHAM 
BUCKLAND SHELBURNE 
CHESTERFIELD GOSHEN 
CENTRAL BERKSHIRE 
CONCORD CARLISLE 
DENNIS YARMOUTH 
DIGHTON REHOBOTH 
DOVER SHERBORN 
DUDLEY CHARLTON 
NAUSET
FARMINGTON RIVER 
FREETOWN LAKEVILLE 
FRONTIER 
GATEWAY
GROTON DUNSTABLE 
GILL MONTAGUE 
HAMILTON WENHAM 
HAMPDEN WILBRAHAM 
HAMPSHIRE 
HAWLEMONT 
KING PHILIP 
LINCOLN SUDBURY 
MARTHAS VINEYARD 
MASCONOMET 
MENDON UPTON 
MOUNT GREYLOCK 
MOHAWK TRAIL

7 9 0 0  0 0 1 5  
Chapter 70

0
762 ,642  

6 ,954 ,654  
2,1 10,517 
7 ,053 ,749  
5 ,729 ,792  
6 ,576 ,396  

0
1 1 ,276,558

2 .452 .415  
683 ,409

6 ,940 ,658
13,994 ,754

0
359 ,539  

5 ,566 ,987  
1 ,166,058  
4 ,900 ,604  
7 ,364 ,047  

869 ,245  
1 1 ,246,876  

2 ,304 ,672  
259 ,688  

4 ,227 ,565  
898 ,882

5 .326 .416  
3 ,977 ,335  
4 ,918 ,908  
2 ,312 ,323  
6 ,630 ,802  
1 ,455,475

485 ,058
3 ,502 ,369
1,428,002

579 ,340
1 ,773,194
3 ,059 ,555
1.635.755
4 .859 .755
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REGIONAL SCHOOL DISTRICT 7 9 0 0 -0 0 1 5  
Chapter 70

NARRAGANSETT
NASHOBA
NEW SALEM WENDELL 
NORTHBORO SOUTHBORO 
NORTH MIDDLESEX 
OLD ROCHESTER 
PENTUCKET 
PIONEER
PLYMOUTH CARVER
QUABBIN
RALPH C MAHAR
SILVER LAKE
SOUTHERN BERKSHIRE
SOUTHWICK TOLLAND
SPENCER EAST BROOKFIELD
TANTASQUA
TRITON
UPISLAND
WACHUSETT
QUABOAG
W HITMAN HANSON
ASSABET VALLEY
BLACKSTONE VALLEY
BLUE HILLS
BRISTOL PLYMOUTH
CAPE COD
FRANKLIN COUNTY
GREATER FALL RIVER
GREATER LAWRENCE
GREATER NEW BEDFORD
GREATER LOWELL
SOUTH MIDDLESEX
MINUTEMAN
MONTACHUSETT
NORTHERN BERKSHIRE
NASHOBA VALLEY
NORTHEAST METROPOLITAN
NORTH SHORE
OLD COLONY
PATHFINDER

5,301 ,707
4.521.1  15 

622 ,022
1 ,191 ,844

14,400 ,942
1 ,244,473
7 ,341 ,795
2 ,890 ,035

0
9,021,801 
2 ,848 ,885  
7 ,197 ,704  
1,465,361 
5 ,315 ,476  
9 ,438 ,947  
3 ,700 ,798  
6 ,127 ,984  

316 ,096  
13 ,301 ,999  

5 ,957 ,653  
14,806 ,045  

2 ,662 ,938  
4 ,148 ,768  
3,088,171 
3 ,829 ,494  
1 ,636,406  
1 ,796,515 
7 ,679 ,456  
9 ,446 ,094  

1 1 ,989,427  
12,627 ,867  

2 ,237 ,022  
2 ,170 ,778  
5 ,196 ,249  
2 ,267 ,484  
1 ,855,040  
4,984,691
1.183.01 1 
1 ,920,618  
1 ,862,974
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SHAWSHEEN VALLEY 3,043 ,837
SOUTHEASTERN 7,178 ,844
SOUTH SHORE 1,687,759
SOUTHERN WORCESTER 4 ,063 ,248
TRI COUNTY 2,410 ,568
UPPER CAPE COD 1,401,255
WHITTIER 4 ,398 ,783
BRISTOL COUNTY 1,245,928
ESSEX COUNTY 3,509 ,593
NORFOLK COUNTY 624,441

Total Regional Aid 3 7 4 ,8 0 3 ,9 3 5
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Local A id  - Use o f  1994 Census

Section 4. Notw ithstanding the provisions of clause forty-one of section seven of chapter 

four of the General Laws, or any other general or special law to  the contrary, the 

commissioner of revenue or any other o ffic ia l responsible fo r a local reimbursement or 

assistance program reported by said commissioner pursuant to  the provisions of section 

tw enty-five  A of chapter fifty -e igh t of the General Laws shall use the nineteen hundred and 

ninety-four c ity  and tow n  population estimates of the United States Bureau of the Census 

in calculating d istributions or assessments under said local reimbursement or assistance 

programs. Such distribution programs shall include, but not be lim ited to, the chapter 

seventy school aid program, so called, and aid to  regional public libraries. Such 

assessments shall include, but not be lim ited to, air pollution control d istricts, the 

metropolitan area planning council, the old colony planning council, the Massachusetts Bay 

Transportation Authority , and any other entity for which said commissioner is required to 

give notice pursuant to  said section tw en ty -five  A.

Advance Local A id  Payments

Section 5. The state treasurer shall make advance payments fo r some or all of periodic 

local reimbursement or assistance programs to  any city , tow n, or regional school d istrict 

tha t demonstrates an emergency cash shortfall, as certified by the commissioner of 

revenue and approved by the secretary of adm inistration and finance, pursuant to 

guidelines established by said secretary.

Gas Tax D istribution

Section 6. Notw ithstanding the provisions of section th irty-one of chapter eighty-one of 

the General Laws or any other general or special law to the contrary, the portion of the
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Highway Fund allocated for reimbursements to cities and tow ns for costs actually incurred 

in constructing, maintaining, and policing c ity  or tow n  streets or roads, as appropriated in 

item 6910 -0000  of section tw o  of this act, shall be distributed in fiscal year nineteen 

hundred and ninety-seven in the same proportion as the fiscal year nineteen hundred and 

ninety-six d istribution of said Highway Fund reimbursements.

A ffirm a tive  A ction  Policy

Section 7. All sums appropriated under the provisions of this act shall be expended in a 

manner reflecting and encouraging a policy of nondiscrim ination and equal opportun ity for 

members of m inority groups, women, and handicapped persons. All offic ia ls and 

employees of any department, board, commission or institu tion of the com m onwealth 

receiving monies under this act shall take affirm ative steps to ensure equality of 

opportunity in the internal affairs of state government, as well as in their relations w ith  the 

public, including those persons and organizations doing business w ith  the commonwealth.

Each department, board, commission or institu tion, in spending appropriated sums 

and discharging its s ta tu tory  responsibilities, shall adopt measures to  ensure equal 

opportunity in the areas of hiring, promotion, demotion or transfer, recruitment, layoff or 

term ination, rates of compensation, in-service or apprenticeship training programs, and all 

terms and conditions of employment. Such affirm ative action program shall include efforts 

required to remedy the effects of present and past d iscrim inatory patterns and practices 

and any action necessary to guarantee equal opportunity for members of m inority groups, 

women, and handicapped persons.

The secretary of adm inistration and finance shall conduct an ongoing review of 

affirm ative action steps taken by various departments, boards, commissions or institutions, 

to determine whether such entities are complying w ith  the intent of this section.

Whenever such noncompliance is determined by the secretary, he shall hold a public 

hearing on the m atter and report his resulting recommendations to the head of the
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particular departm ent, board, commission or institu tion , to the governor, and to the 

M assachusetts commission against discrim ination.

Office o f N ew  Am ericans A u th o rity  fo r Welfare M atters

Section 8. Clause (h) of section 207 of chapter 6 of the General Laws, as appearing in 

the 1994 O fficial Edition, is hereby amended by striking out in lines 19 to 21 the words 

provided, however, tha t no responsibility of the departm ent of public welfare under chapter 

118 or chapter 1 18E of the General Laws shall be transferred to the o ffice".

Procurement Rules

Section 9. Sections fif ty - tw o , fifty -th ree , fifty -fo u r and fifty -five  of chapter seven of the 

General Laws are hereby repealed.

Trust Fund fo r Head in ju ry Treatment Services

Section 10. Chapter 10 of the General Laws is hereby amended by striking out section 59 

and inserting in place thereof the fo llow ing se c tion :-

Section 59. There shall be established on the books of the com m onwealth a 

separate fund to  be known as the Trust Fund fo r Head Injury Treatm ent Services. Said 

trus t fund shall consist of monies paid to  the com m onwealth pursuant to the provisions of 

section tw en ty -fou r of chapter ninety, as well as any interest or investm ent earnings on 

such monies. The commissioner of d isability services shall serve as the trustee of said 

trus t fund which shall be administered for the benefit of persons w ith  head injuries. The 

state treasurer, ex o ffic io , shall be the custodian of the trus t fund, and shall receive, 

deposit and invest all monies transm itted to  him under the provisions of this section, and
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shall credit interest and earnings on said monies to the trust fund. Upon request of said 

commissioner in his capacity as trustee, the state treasurer shall pay out of the income and 

receipts of the trus t fund for the purposes of developing and maintaining nonresidential 

rehabilitation services for head injured persons in such manner as the trustee may direct. 

Annually on the firs t Wednesday of December said commissioner shall subm it to the state 

budget director, the secretary of adm inistration and finance, and the house and senate 

committees on ways and means a report on the activities of the trust fund during the 

previous fiscal year. All monies deposited in the trust fund shall be made available for head 

injury treatm ent services, as authorized herein, and may be used for the purposes stated 

herein w ithou t further appropriation; provided, tha t any balance in the fund at the close of 

a fiscal year shall be available for expenditure in the subsequent fiscal year, and shall not 

revert to the General Fund.

Elig ib ility o f  Lotte ry Winners fo r Public Assistance

Section 11. Chapter 10 of the General Laws is hereby amended by inserting after section 

28A the fo llow ing new se c tion :-

Section 28B. The commission shall, on a m onthly basis, transm it to the department 

of transitional assistance a current list of all persons who were the holders of any winning 

ticke t in excess of six hundred dollars in the prior month. The inform ation shall be provided 

in a form at which is compatible w ith  the layout of the automated data processing system 

of the department of transitional assistance, to ensure the immediate identification of 

persons who may be receiving public assistance benefits. The information provided shall 

include the name, address, and social security number of the holder of the winning ticket.
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Establishment o f  Tuition Retention Trust Funds

Section 12. Chapter 1 5A of the General Laws is hereby amended by inserting after 

section 9 the follow ing sections:--

Section 9A. Monies received by the board of trustees of a public university from 

application fees and tu ition  charges, excluding those fees and charges received on account 

of summer and evening sessions, shall be deemed funds received on account of the 

commonwealth and shall be credited on the books of the com m onwealth to a separate fund 

to be known as the university tu ition  retention trus t fund which the state comptroller shall 

establish pursuant to the provisions of section seven of chapter seven A of the General 

Laws. Said fund shall be accounted fo r on the Massachusetts management accounting and 

reporting system (MMARS). The state treasurer shall act as custodian of the fund

Each public university campus shall have its own account w ith in  the university 

tu ition retention trust fund. Each such account shall be credited w ith  monies received from 

each institution. Monies from each such account shall be disbursed at the direction of the 

said campus from which the monies in the account originated, in accordance w ith  the 

annual financial plan prepared by the board of trustees of each said campus and approved 

by the board of higher education and the fiscal policy division; provided, tha t any balance in 

any such account at the close of a fiscal year shall be available for expenditure in the 

subsequent fiscal year, and shall not revert to the General Fund. Each such financial plan 

shall provide for disbursement and expenditures for the operation, adm inistration, and 

maintenance of said campus; provided, tha t such expenditures may include capital 

improvements, financial assistance, and salaries fo r personnel, up to a maximum 

established in the board of higher education's guidelines; provided further, tha t said funds, 

all collection of said funds, and all expenditures of said funds shall be subject to guidelines 

prepared by said board and subject to audit by the chief education o ffice r of the 

commonwealth

Section 9B. Monies received by the board of trustees of a state college from 

application fees and tu ition  charges, excluding those fees and charges received on account 

of summer and evening sessions, shall be deemed funds received on account of the
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com m onwealth and shall be credited on the books of the com m onwealth to a separate fund 

to be known as the state college tu ition retention trust fund which the state com ptroller 

shall establish pursuant to the provisions of section seven of chapter seven A of the 

General Laws. Said fund shall be accounted for on the Massachusetts management 

accounting and reporting system (MMARS). The state treasurer shall act as custodian of 

the fund.

Each state college shall have its own account w ith in  the state college tu ition  

retention trust fund. Each such account shall be credited w ith  monies received from each 

college. Monies from each such account shall be disbursed at the direction of the college 

from which the monies in the account originated, in accordance w ith  the annual financial 

plan prepared by the board of trgstees of each said college and approved by the board of 

higher education and the fiscal policy division; provided, tha t any balance in any such 

account at the close of the fiscal year shall be available for expenditure in the subsequent 

fiscal year, and shall not revert to  the General Fund. Each such financial plan shall provide 

for disbursement and expenditures for the operation, adm inistration, and maintenance of 

said college; provided, tha t such expenditures may include capital improvements, financial 

assistance, and salaries fo r personnel up to a maximum established in the board of higher 

education's guidelines; provided further, tha t said funds, all collection of said funds, and all 

expenditures of said funds shall be subject to guidelines prepared by said board and subject 

to audit by the chief education o fficer of the commonwealth.

Section 9C. Monies received by the board of trustees of a com m unity college from 

application fees and tu ition  charges, excluding those fees and charges received on account 

of summer and evening sessions, shall be deemed funds received on account of the 

com m onwealth and shall be credited on the books of the com m onwealth to a separate fund 

to be known as the com m unity college tu ition  retention trust fund which the state 

com ptroller shall establish pursuant to the provisions of section seven of chapter seven A 

of the General Laws. Said fund shall be accounted for on the Massachusetts management 

accounting and reporting system (MMARS). The state treasurer shall act as custodian of 

the fund.
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Each com m unity college shall have its own account w ith in  the community college 

tu ition  retention trus t fund. Each such account shall be credited w ith  monies received from 

each college. Monies from each such account shall be disbursed at the direction of the 

college from which the monies in the account originated, in accordance w ith  the annual 

financial plan prepared by the board of trustees of each said college and approved by the 

board of higher education and the fiscal policy division; provided, tha t any balance in any 

such account at the close of a fiscal year shall be available for expenditure in the 

subsequent fiscal year, and shall not revert to  the General Fund. Each such financial plan 

shall provide for disbursement and expenditures for the operation, adm inistration, and 

maintenance of said institution; provided, tha t such expenditures may include capital 

improvements, financial assistance, and salaries fo r personnel up to a maximum established 

in the board of higher education's guidelines; provided further, tha t said funds, all collection 

of said funds, and all expenditures of said funds shall be subject to guidelines prepared by 

said board and subject to audit by the chief education officer of the commonwealth.

Domestic Violence Prevention Services

Section 13. Section 2 of chapter 18B of the General Laws, as appearing in the 1994 

Official Edition, is hereby amended by striking out sub-section (14) and inserting in place 

thereof the fo llow ing sub-section :-

(14) domestic violence prevention services for children and fam ilies;

Energy Technology Development Fund

Section 14. Chapter 25A of the General Laws is hereby amended by inserting after 

section 11C the fo llow ing new sec tion :-

Section 11D. There is hereby established and set up on the books of the 

commonwealth a separate fund, to be administered and expended by the chief regulatory
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officer of the com m onwealth, known as the Energy Technology Development Fund. Said 

fund shall consist of all monies received by the com m onwealth, under the provisions of 

subsections (5) and (6) of section six of chapter tw enty-five  A, including all interest 

accrued on said monies, to promote energy effic iency in Massachusetts and the research, 

development, and commercialization of new energy technologies. The state treasurer shall 

not deposit said monies in or transfer said monies to the General Fund or any other fund or 

account. A ll monies credited to the Energy Technology Development Fund under this 

section shall remain in said fund, not subject to appropriation, and shall be expended at the 

discretion of said chief regulatory o fficer in a manner consistent w ith  the provisions of this 

section. Any unexpended balance remaining in the fund at the close of a fiscal year shall 

be available for expenditure in the subsequent fiscal year and shall not revert to the General 

Fund. The state treasurer shall deposit all monies received pursuant to the provisions of 

this section in such a manner as to ensure the highest rate of interest available, consistent 

w ith  the safety of the fund, and in an account or accounts from which amounts may be 

w ithdraw n by said chief regulatory o fficer w ithou t penalty for such w ithdraw al.

Commonwealth M edical Assistance Fund

Section 15. Chapter 29 of the General Laws is hereby amended by inserting after section 

2FF the fo llow ing new se c tion :-

Section 2GG. There shall be established and set up on the books of the 

com m onwealth a separate fund to be known as the Commonwealth Medical Assistance 

Fund. There shall be credited to such fund all fiscal year nineteen hundred and ninety- 

seven revenues and federal reimbursement pursuant to Title XIX of the Social Security Act 

or any successor federal statute in excess of tw o  billion five hundred six million dollars. In 

subsequent fiscal years, there shall be credited to such fund all revenues directed to said 

fund by provisions of the general appropriation act or any supplemental or deficiency 

appropriation act. Am ounts credited to  such fund shall be available for expenditure by the

Outside Sections - 23



The Governor's Budget Recommendation

commissioner of the department of public health services fo r implementation of health care 

reform or other unforeseen obligations of the department, subject to appropriation.

Definition o f M unicipal Revenue Growth Factor

Section 16. Section 2 of chapter 70 of the General Laws is hereby amended by striking 

out the definition of "municipal revenue grow th fac to r" and inserting in place thereof the 

follow ing definition:--

"Municipal revenue grow th fac to r", the change in local general revenues calculated by 

subtracting one from the quotient calculated by dividing the sum of (1) the maximum levy 

lim it for the fiscal year estimated by m ultip lying the levy lim it of the prior fiscal year by a 

factor equal to one hundred tw o  and one-half percent plus the average of the percentage 

increases in the levy lim it due to new grow th adjustments over the last three available 

years as certified by the department of revenue, or as otherw ise estimated by the division 

of municipal services of the department of revenue where it appears tha t a municipality 

may not be entitled to increase its minimum levy lim it by tw o  and one-half percent; 

provided, however, tha t if the highest percentage during the three years exceeds the 

average of the other tw o  years' percentages by more than tw o  percentage points, then the 

lowest three of the last four years shall be used for th is calculation; (2) the amount of 

general revenue sharing aid for the fiscal year; and (3) other budgeted recurring receipts not 

including user fees or other charges determined by said division of municipal services to be 

associated w ith  the provision of specific municipal services for the prior fiscal year by the 

sum of (1) the actual levy lim it fo r the prior fiscal year; (2) the amount of general revenue 

sharing aid received for the prior fiscal year; and (3) other recurring receipts not including 

user fees or other charges determined by said division of municipal services to  be 

associated w ith  the provision of specific municipal services, budgeted by the municipality 

for the fiscal year preceding the prior fiscal year; provided, however, tha t for the purposes 

of this calculation, the levy lim it shall exclude any amounts generated by overrides 

applicable to any year after the fiscal year ending June th irtie th , nineteen hundred and
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ninety-three; provided further, tha t in the absence of an actual levy lim it fo r the prior fiscal 

year, the actual levy lim it for the prior fiscal year shall be estimated by m ultip lying the 

actual levy lim it of the fiscal year preceding the prior fiscal year by a facto r equal to one 

hundred tw o  and one-half percent plus the average of the percentage increases in the levy 

lim it due to new grow th as specified above; provided, however, tha t said facto r shall not 

be greater than the facto r determined by subtracting one from the quotient calculated by 

dividing tota l state school aid for the current fiscal year by tota l state school aid fo r the 

prior fiscal year; provided further, tha t in making any of the calculations required by this 

definition, said division of municipal services may substitu te more current inform ation or 

such other inform ation as would produce a more accurate estimate of the change in a 

m unicipality 's general local revenues, and the office of education and training shall use this 

growth facto r to calculate preliminary contribution, minimum contribution and any other 

factor tha t d irectly or ind irectly uses the municipal revenue grow th factor.

School D is tric t Carry-Over

Section 17. Chapter 70 of the General Laws, as amended in section 32 of chapter 71 of 

the acts of 1993, is hereby further amended by striking section 1 1 and inserting in place 

thereof the fo llow ing se c tion :-

Section 11. If in any fiscal year a d is tric t's  actual expenditure for public education 

is less than the amount required to be appropriated for public education pursuant to this 

chapter, the difference, up to five percent of the amount required to be appropriated, shall 

be spent for public education in the fo llow ing fiscal year; provided, tha t those unexpended 

funds, whether appropriated to the school committee account or to tow n accounts for 

expenditure to meet public education costs, shall be deemed reappropriated for public 

education in the fo llow ing year w ithou t further action by the appropriating authority; 

provided further, tha t in any year in which unexpended funds from the prior year are carried 

forw ard, a d is tric t may elect to deposit up to fo rty  percent of the carried forward amount in 

a reserve account and the amount so reserved shall be exempt from the requirement tha t it
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be spent during tha t school year; provided further, tha t in any year in which additional 

money is required to be spent due to a spending deficiency in the prior year, if a district 

fails to spend the carried forward amount or underspends its current year budget by more 

than five percent of the amount required to be appropriated for tha t year, state school aid 

in the fo llow ing year shall be reduced by the entire difference between those amounts, 

provided further, tha t no school d is tric t shall be perm itted to  carry a reserve account 

balance in excess of five percent of its net school spending budget for the fiscal year; 

provided further, tha t reserve account funds may be spent, at the discretion of the school 

committee, for any education related project or purpose; and provided further, that the 

board of education shall promulgate regulations to enforce the provisions of the section.

Segregation o f Local School Appropriations

Section 18. Section 34 of chapter 71 of the General Laws, as appearing in the 1994 

Official Edition, is hereby amended by inserting the fo llow ing words at the end of the last 

sentence thereof:--

; provided, however, tha t the legislative body may make line item appropriations w ith in the 

school operating budget for any spending purpose tha t is not included in the calculation of 

net school spending as defined in section tw o  of chapter seventy, and no transfers shall be 

made by the school committee or between or from such line items w ithou t the approval of 

the legislative body.

Expanding Successor Liability to Hospitals

Section 19. Subsection (5) of section 36 of chapter 11 8 E is hereby amended by striking 

out the words "and/or intermediate care fac ility " and inserting in place thereof the w ords:- 

or acute or non-acute hospital.
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A dd itiona l C ircuit Justices fo r the Probate and Family Court

Section 20 . Section 1 of chapter 211B of the General Laws, as appearing in the 1994 

O fficial Edition, is hereby amended by striking in line 17 the word "fo rty-one" and inserting 

in place thereof the fo llow ing w o rd :-fo rty -five .

A dd itiona l C ircuit Justices fo r the Probate and Family Court

Section 21 . Section 2 of said chapter 21 1 B, as so appearing, is hereby amended by 

striking in line 16 the word "fo rty -th ree" and inserting in place thereof the fo llow ing w o rd :-  

forty-seven.

A dd itiona l C ircuit Justices fo r the Probate and Family Court

Section 22 . Section 3C of chapter 217 of the General Laws, as appearing in the 1994 

Official Edition, is hereby amended by striking in line 1 the word " five " and inserting in 

place thereof the fo llow ing w ord :-n ine .

H iV  Testing fo r Persons Convicted o f  Sexual Offenses

Section 23 . Chapter 265 of the General Laws is hereby amended by inserting after 

section 24C the fo llow ing new se c tion :-

Section 24D. Any person who has been convicted of, or adjudicated a delinquent 

by reason of having com m itted, any sexual offense, as defined in section one of chapter 

one hundred tw enty-th ree A of the General Laws, shall be ordered by the court upon the 

petition of the v ic tim , immediate fam ily members of the victim  or legal guardian of the
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victim , to submit to a blood test for the presence of a sexually transm ittable disease 

including, but not lim ited to, the human imm unodeficiency virus (HIV) which causes

acquired immune deficiency syndrome (AIDS).

The results of such test shall be reported to  the court, which shall then disclose the 

results to any victim  of the sexual offense who requests such disclosure. Review and 

disclosure of blood test results by the courts shall be closed and confidential, and any 

transaction records relating thereto shall also be closed and confidential.

Counseling regarding the HIV disease, HIV testing, and referrals for appropriate 

health care and support services shall be provided upon request of the v ictim  or legal 

guardian.

Cost Avoidance Programs

Section 24. Notw ithstanding the provisions of any general or special law to  the contrary, 

the comptroller is hereby authorized to enter into contracts w ith  private vendors to identify 

and pursue cost avoidance opportunities fo r programs of the com m onwealth and to enter 

into interagency service agreements w ith  state agencies, as applicable, fo r said purpose; 

provided, however, tha t payments to private vendors on account of said projects shall be 

made from actual cost savings as certified in w riting  to the house and senate committees 

on ways and means by the comptroller and state budget d irector which are attributable to 

such cost avoidance projects; provided further, tha t the com ptroller may establish such 

procedures, in consultation w ith  the state budget d irector and the affected departments, as 

he deems appropriate and necessary to accomplish the purposes of th is section. The state 

budget director shall report on a quarterly basis to the house and senate committees on 

ways and means the status of all cost avoidance opportunities which are undertaken 

pursuant to the provisions of this section. The com ptroller shall report on said projects as a 

part of the annual report required by section tw elve of chapter seven A of the General 

Laws.
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Transfers Between Debt Service Accounts

Section 25 . N otw ithstanding the provisions of any general or special law to  the contrary, 

the state com ptroller is hereby authorized to transfer from the fo llow ing items such 

amounts as would otherw ise be unexpended on June th irtie th , nineteen hundred and 

ninety-seven, to those of the fo llow ing items which would otherw ise have insuffic ient 

amounts to meet debt service payments for the fiscal year ending June th irtie th , nineteen 

hundred and ninety-seven; provided, however, tha t each amount transferred shall be 

charged to such funds as specified in the item to  which said amount is transferred: 0699- 

0015, 0699 -0090 , 0699 -0100  and 0699-9100 .

Lease Adm in istration

Section 26 . The secretary of adm inistration and finance is hereby authorized to expend as 

he deems necessary for adm inistration and implementation of leases in fu lfillm ent of the 

purposes of items 1102-0809, 1102-9882, 501 1-8801, 5011-881 1, 5011-8812, 501 1- 

8842, 501 1-8875, and 5095-6870  not more than tw o  percent of the amount available in 

fiscal year nineteen hundred and ninety-seven in each said item. Said secretary may assign 

any employees of the executive o ffice for adm inistration and finance and may hire 

additional tem porary employees or consultants to administer and implement such leases; 

provided, tha t the salaries and expenses for such employees and consultants shall be paid 

from funds made available by this section.

Revenue Optim ization

Section 2 7 . Notw ithstanding the provisions of any general or special law to the contrary, 

the secretary of adm inistration and finance is authorized and directed to identify and pursue
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projects to optim ize non-tax revenue management and collections by the commonwealth. 

The secretary or his designee is authorized to enter into contracts w ith  private vendors, 

and to enter into interagency service agreements w ith  departments, to identify and pursue 

said projects. Private vendors shall be compensated from  non-tax revenues collected by 

such projects in excess of the non-tax revenues established by said contracts as the 

minimum to be collected by each such project. The com m onwealth shall retain all rights in 

software programs developed pursuant to  any contract executed pursuant to the provisions 

of this section. For the purposes of this section, such payments to vendors for services 

performed shall be known as "vendor participation paym ents" and non-tax revenue 

collected pursuant to this section, after deduction of said vendor participation payments, 

shall be known as "net additional revenue". The terms "departm ents" or "participating 

departments" shall mean any department, office, commission, or institu tion under the 

executive control of the governor or other constitu tional o fficer and determined by the 

secretary to be participating in the revenue optim ization projects authorized by this section.

In no case shall a department receive an allocation or reallocation for collection of a 

fee or any other non-tax revenue in any fiscal year unless the tota l revenue collected by 

tha t department equals or exceeds the revenue projection for tha t department contained in 

section one B of the general appropriation act for tha t fiscal year.

The comptroller shall deposit in the Maxim ization Fund established by section tw o R 

of chapter tw enty-n ine of the General Laws all monies collected pursuant to the provisions 

of this section. The comptroller is hereby authorized to allocate from said fund to 

participating departments, upon direction of the secretary of adm inistration and finance, up 

to tw enty-five  percent of all monies deposited in said fund; provided, tha t any amount so 

allocated shall be in excess of the firs t tw en ty  million dollars in net additional revenues 

credited to  said fund consistent w ith  this section and item 1999-2020 of section tw o  of 

this act. The comptroller shall transfer to the General Fund at the close of each fiscal year, 

after providing for vendor participation payments, the firs t tw e n ty  million dollars in net 

additional revenues and any balance remaining in said fund after providing for said 

allocations. No expenditure shall be made from said Maxim ization Fund which would cause 

said fund to be in defic it at the close of the fiscal year.

Outside Sections - 30



Fiscal Year 1997

Departments receiving allocations pursuant to  the provisions of said item 1 999- 

2020 and of this section may expend such funds w ithou t appropriation after obtaining the 

w ritten  approval of said secretary or his designee of a plan detailing said proposed 

expenditures and filing said approved plan w ith  the house and senate com m ittees on ways 

and means. All such expenditures shall be for one-time expenses which shall not recur in 

fiscal year nineteen hundred and ninety-eight or a subsequent fiscal year, including, w ithout 

lim itation, bonus payments to  any state employee as determined by the suggestion awards 

board, pursuant to the provisions of section tw enty-e igh t of this act. No expenditures 

authorized by the provisions of th is section and of said item 1999-2020 shall be used for 

the same purposes for which appropriations are made in sections tw o , tw o  A or tw o  B of 

this act or of any supplemental appropriation act enacted in fiscal year nineteen hundred 

and ninety-seven, or in the general appropriation act or supplemental appropriation acts in a 

subsequent fiscal year. Any unexpended balance of said allocations at the end of a fiscal 

year shall revert to the General Fund unless said spending plan has been approved by the 

secretary as a m ulti-year expenditure.

The com ptroller shall report on or before each January th irty -firs t to the house and 

senate com m ittees on ways and means on the results and operations of the revenue 

optim ization projects authorized by this section, for the six-month period ending the 

preceding month. Said report shall detail by each vendor, project and department the 

amount of vendor participation payments paid to each such vendor, the net additional 

revenues retained by the com m onwealth, the amounts allocated or reallocated to each such 

participating department pursuant to  the provisions of said item 1999-2020 and of this 

section, and the estimated annual receipts, payments and allocations for the fiscal year.

The com ptroller shall report to the house and senate committees on ways and 

means on or before each July th irty -firs t on the subjects specified in the preceding 

paragraph, fo r the entire prior fiscal year and the tota l of all vendor participation payments 

made to each vendor and the net com m onwealth receipts collected by each project over 

the duration of the project.

On or before each July th irty -firs t, of each fiscal year, the comptroller, after 

approval of said secretary, shall subm it to the house and senate committees on ways and
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means a plan detailing by executive o ffice and department the net additional revenues 

estimated to be collected under the provisions of this section in the fiscal year.

The provisions of this section shall remain in e ffect until June th irtie th , nineteen 

hundred and ninety-nine.

Suggestion Aw ards Board - Aw ards

Section 28. The suggestion awards board may make cash awards, pursuant to the 

provisions of section thirty-one A of chapter seven of the General Laws and according to 

the board's selection process and criteria, to employees of the com m onwealth who are 

instrumental in identifying or implementing ideas which reduce costs or increase revenues 

for the commonwealth. Such awards may be paid, in a manner to be approved by the 

secretary of administration and finance, from the operating appropriations of the agencies 

which realize reduced costs or, from monies allocated from the maxim ization fund to 

agencies which realize increased revenues, as a result of the employees' suggestions or 

efforts. Each such award shall not exceed five thousand dollars, unless a larger award is 

approved by the general court. The provisions of this section shall remain in e ffect until 

June th irtie th , nineteen hundred and ninety-nine.

Leave o f Absence Chargeback A u tho rity

Section 29. Notw ithstanding the provisions of any general or special law to the contrary, 

the secretary of administration and finance is hereby authorized and directed to  charge all 

agencies for the com m onwealth 's share of the health insurance costs incurred on behalf of 

any employees of such agencies who are on leave of absence fo r a period of more than one 

year, and to notify the comptroller of such charges and such leaves of absence. The 

comptroller is hereby authorized and directed to transfer the amount of said charges to the 

General Fund.

Outside Sections - 32



Fiscal Year 1997

W orkers' Compensation Chargeback A u tho rity

Section 30 . Notw ithstanding the provisions of any general or special law to  the contrary, 

the secretary of adm inistration and finance is hereby authorized and directed to charge 

agencies as hereinafter provided for w orkers' compensation costs, including adm inistrative 

costs, incurred on behalf of the employees of said agencies. The personnel adm inistrator 

or his designee shall no tify  agencies w ith in  ten days of the enactment of this act as to the 

change in calculation of w orkers ' compensation chargebacks from fiscal year nineteen 

hundred and ninety-six. The personnel adm inistrator shall no tify  agencies not later than 

fourteen days after the enactm ent of this act as to the amount of their estimated workers' 

compensation costs fo r the fiscal year beginning July firs t, nineteen hundred and ninety- 

six, and shall require all agencies to encumber funds in an amount suffic ient to meet the 

estimated annual charges. The estimated w orkers' compensation costs for each agency 

shall be not less than the amount of the actual w orkers' compensation costs incurred by 

said agency during the fiscal year ending June th irtie th , nineteen hundred and ninety-six, 

and may include such additional sums as are deemed necessary by regulations promulgated 

pursuant to this section. Said personnel adm inistrator shall revise the estimated workers' 

compensation costs fo r each agency on the firs t day of each quarter of the fiscal year 

commencing July firs t, nineteen hundred and ninety-six. W ithin th irty  days after the 

effective date of this act, for any agency tha t fails to encumber funds su ffic ien t to meet 

the annual estimated charges, the comptroller is hereby authorized and directed to 

encumber funds in an amount su ffic ien t to  meet the annual estimated charges on behalf of 

such agency. Costs to agencies for benefits paid on behalf of their employees shall be 

allocated as actual expenditures are made. Adm inistrative expenses shall be allocated to 

agencies based on each agency's percent of to ta l benefits paid in the prior fiscal year. The 

com ptroller shall charge each agency's w orkers' compensation costs to  the agency's 

appropriation amount and shall transfer said amount to  item 1900-4200 in this act for the 

purposes of w orkers ' compensation paid w ith  respect to public employees for any costs,
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including adm inistrative costs, incurred during the fiscal year. The human resources 

division may expend an amount so collected for all agencies under this section not to 

exceed forty-five  million dollars for hospital, physician, benefits, and other costs, including 

adm inistrative costs, subject to the provisions of said item 1900-4200. Not later than 

fourteen days after the effective date of this act, and on the firs t day of each succeeding 

quarter during the fiscal year, the division shall bill agencies fo r tw en ty-five  percent of said 

agency's annual estimated workers' compensation costs. Each agency shall be credited or 

billed for any differences between the previous quarter's estimated costs and actual costs 

incurred by said agency. The personnel adm inistrator is authorized to establish regulations 

and procedures to implement the provisions of this section.

Pension Study

Section 31 . To prepare for the adoption of a new funding schedule pursuant to the 

provisions of section tw en ty -tw o  C of chapter th irty -tw o  of the General Laws and to 

evaluate options to e ffective ly address and reduce the com m onwealth 's unfunded pension 

liability, the secretary of administration and finance and the state treasurer are hereby 

directed to conduct a study of the com m onwealth 's retirement systems. The study shall 

include: an analysis of the pension structure and the teachers' and employees' benefit 

program of the com m onwealth 's current systems, including comparisons w ith  other public 

and private retirement systems; an analysis of the cost of benefits to employees, teachers, 

and the commonwealth; an analysis of potential alternative benefit systems for 

commonwealth employees and teachers, including a defined contribution program; and 

such other issues as the secretary and state treasurer may deem relevant to evaluating 

options for the com m onwealth 's systems. Said secretary and state treasurer shall report 

the results of the study to the house and senate com m ittees on ways and means and the 

jo in t committee on public service on or before March firs t, nineteen hundred and ninety- 

seven.
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Electric Vehicle Demonstration Program Commercial insurance

Section 32 . Notw ithstanding the provisions of section th irty  of chapter tw enty-n ine of the 

General Laws or any other general of special law to the contrary, except applicable 

procurement and solic ita tion laws, the department of licensing and regulation is hereby 

authorized to procure comprehensive motor vehicle insurance coverage for electric vehicles 

purchased for use in the com m onwealth 's electric vehicle dem onstration program, so 

called; provided, however, tha t nothing in th is section shall be construed to require any 

additional state appropriated funds for the department of licensing and regulation; and 

provided further, tha t such coverage may continue or be renewed until the conclusion of 

said electric vehicle dem onstration program.

Sewer Rate Relief

Section 3 3 . N otw ithstanding the provisions of any general or special law to the contrary, 

funds in the Commonwealth Sewer Rate Relief Fund, established by section tw o  Z of 

chapter tw enty-n ine  of the General Laws, shall be available to m itigate sewer rate 

increases due to debt service obligations created by issuing eligible indebtedness. For the 

purposes of this section, eligible indebtedness shall be defined as debt issued on or after 

January firs t, nineteen hundred and ninety, which has a final date of m aturity greater than 

five years after the date of issuance and which is incurred, w holly or in substantial part, to 

finance or refinance the costs of planning, design, or construction of any water pollution 

abatement project, or part thereof, required to be constructed to meet the provisions of the 

Federal W ater Pollution Control Act, 33 USC Sec. 1251 et seq., and sections tw enty-s ix  to 

fifty -th ree , inclusive, of chapter tw enty-one of the General Laws, or any w astew ater 

collection or transportation project related thereto; provided, however, that eligible 

indebtedness shall not include any indebtedness for which the issuer has received 

assistance provided from  state grants; provided further, tha t eligible indebtedness shall
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include indebtedness incurred pursuant to loan agreements under the provisions of chapter 

tw o  hundred seventy-five of the acts of nineteen hundred and eighty-nine, as most recently 

amended by chapter tw o  hundred three of the acts of nineteen hundred and ninety-two, 

which exceeded fif ty  million dollars by June th irtie th , nineteen hundred and ninety-five, and 

the debt service attributable thereto for any year for purposes of th is section shall be the 

net obligation borne by the issuer after application of any credits, subsidies, or assistance, 

however characterized, provided under the provisions of the aforementioned statutes; 

provided further, that no issuer, which shall be defined as any city , tow n, d istrict, 

commission, agency, authority, board, or other instrum entality of the commonwealth or 

any of its political subdivisions, which is responsible for the ownership or operation of 

wastew ater treatm ent projects, and is authorized to finance all or any part of the cost 

thereof through the issuance of eligible indebtedness, shall receive relief authorized herein 

in excess of tw en ty  percent of its annual debt service obligations due to eligible 

indebtedness. The division of municipal services of the department of revenue, in 

consultation w ith  the department of environmental protection, shall develop guidelines to 

certify an issuer's eligible indebtedness and shall create a process to equitably distribute 

funds to eligible issuers, in order to m itigate extraordinary increases in sewer costs; and 

provided further, that funds disbursed in fiscal year nineteen hundred and ninety-seven 

shall be disbursed on or before March th irty -firs t, nineteen hundred and ninety-seven. The 

board, office or commission responsible for setting sewer charges in every c ity, tow n, 

d istrict, or commission that either receives aid itself or is a member of a regional entity that 

receives aid pursuant to the provisions of this section shall ce rtify  to said division of 

municipal services that is has reduced sewer charges to reflect its share of any such aid.

State Reclamation Board Trust Fund

Section 34 . There is hereby established on the books of the com m onwealth a separate 

fund to be known as the State Reclamation Board Trust Fund. Revenue and other financial 

sources credited to said fund shall include funds made available pursuant to chapter tw o
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hundred f if ty - tw o  of the General Laws, and interest income from investm ents performed by 

the state treasurer on behalf of the fund. Expenditures and other financial uses charged to 

said fund shall not be subject to appropriation, and shall include salaries and other costs of 

state employees, operational expenses, acquisition of capital equipment and property, and 

other expenses deemed necessary to the state reclamation board s successful operation as 

determined by the director of said board. The fund shall be exempt from any charges 

pursuant to the provisions of section five D of chapter tw enty-n ine  of the General Laws.

For the purpose of accommodating tim ing discrepancies between the receipt of revenues 

and related expenditures, notw ithstanding the provisions of any general or special law to 

the contrary the board may incur expenses and the comptroller may certify  for payment 

amounts in anticipation of receipts.

Forest Land Transfer

Section 35 . N otw ithstanding the provisions of any general or special law to the contrary, 

the department of parks and recreation and the department of natural resources shall enter 

into a memorandum of understanding regarding the standards of operations, access, and 

resource needs of those properties which shall be transferred to the department of natural 

resources from  the department of parks and recreation in accordance w ith  the 

recommendations of a working group convened by the secretary of environmental affairs to 

identify such properties. Where appropriate, said departments shall enter into 

interdepartmental service agreements to ensure the proper operation of and access to such 

properties.

Enterprise Funds fo r Health Facilities

Section 36 . Upon completion of a request for inform ation process, the secretary of fam ily 

services may submit one or more proposals to the secretary of adm inistration and finance
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regarding the financing of state facilities whereby health institutions financed by the 

department of public health services and state schools financed by the department of 

disability services may seek additional sources of income or restructure service delivery and 

retain reimbursement for services rendered. In order to implement such proposal or 

proposals, the secretary of fam ily services may not establish enterprise funds for the 

purpose of receiving third-party reimbursements and other revenue and for supporting the 

cost of operations w ithout the express approval and authorization of the secretary of 

administration and finance and the house and senate com m ittees on ways and means.

Neighborhood Housing Services Loans

Section 37 . Notwithstanding the provisions of chapter four hundred ninety of the acts of 

nineteen hundred and eighty, the division of municipal services may authorize neighborhood 

housing services corporations to retain or reloan funds received in repayment of loans made 

pursuant to the neighborhood housing services rehabilitation program and may allocate 

funds not reloaned by one corporation to another corporation.

Housing Level Verification

Section 38 . Notw ithstanding the provisions of any general or special law, rule or 

regulation to the contrary, the Massachusetts Housing Finance Agency and the secretary of 

fam ily services are hereby authorized to conduct annual verifications of household income 

levels based upon state tax returns for the purposes of administering the housing subsidy 

program funded in item 1 999-2000, rental assistance programs funded in item 4900-0040, 

and federal programs funded in items 3722-9011, 3722-9013 , 3722-9014 , 3722-9019 

and 3722-9020, respectively, of section tw o  of this act; provided, tha t as a condition of 

e lig ibility or continued occupancy by an applicant or a tenant, said Agency and said 

secretary may require disclosure of social security numbers by an applicant or tenant and
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members of the applicant's or tenant's household for use in verification of income 

elig ib ility. Said Agency and said secretary are hereby further authorized to  consult w ith  the 

department of revenue, the department of transitional assistance, and any other state or 

federal agency which they deem necessary to conduct such income verification; provided, 

tha t notw ithstanding the provisions of any general or special law to the contrary, said state 

agencies are hereby authorized and directed to consult and cooperate w ith  said Agency and 

said secretary and to furnish any and all inform ation in the possession of said agencies 

including, but not lim ited to, tax returns and applications for public assistance or financial 

aid. For the purposes of conducting such income verification, the secretary of fam ily 

services is hereby authorized to  enter into an interagency agreement w ith  the commissioner 

of revenue to utilize the department of revenue's wage reporting and bank match system 

for the purpose of verifying the income and e lig ib ility of participants in such federally 

assisted housing programs and members of the partic ipants' households.

Authorization fo r Uncompensated Care Pool Payments

Section 39. N otw ithstanding the provisions of any general or special law to the contrary, 

the department of public health services is authorized and directed to take any appropriate 

action to obtain the maximum amount of federal financial participation available for 

amounts paid to hospitals, determined by the department to be disproportionate share 

hospitals in accordance w ith  the requirements of Title XIX of the federal Social Security 

Act or any successor federal statute, for free care costs of such hospitals. Said 

appropriate action may include, but shall not be lim ited to, the assessment on hospitals for 

their liability to  the uncompensated care pool pursuant to the provisions of chapter one 

hundred eighteen F of the General Laws. Said appropriate action shall include the 

establishment or renewal of an interagency agreement for purposes of making 

disproportionate share adjustment payments to hospitals qualifying for such payments in 

accordance w ith  the com m onwealth 's state plan and relevant provisions of said Title XIX 

or any successor federal statute. Said department may expend w ithou t further
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appropriation amounts transferred to it from the uncompensated care trust fund, pursuant 

to said interagency agreement. In no event shall the amount of money assessed upon each 

hospital exceed the hospital's gross liability to the uncompensated care pool as determined 

by said department pursuant to the provisions of section fifteen of chapter one hundred 

eighteen F of the General Laws and section eleven of chapter six B of the General Laws. 

Any federal funds obtained as a result of actions pursuant to  the provisions of this section 

shall be deposited in the General Fund. The state treasurer and the comptroller shall 

establish such procedures as may be necessary to accomplish the purpose of this section, 

including procedures to facilita te the expeditious assessment, collection and expenditure of 

funds pursuant to the provisions of this section.

Public Hospitals as D isproportionate Share Facilities

Section 40 . Notw ithstanding the provisions of any general or special law to the contrary, 

the department of public health services, hereinafter referred to as the department, is 

authorized and directed to take any appropriate action to obtain the maximum amount of 

federal financial participation available for amounts paid to  hospitals, determined by the 

department to be disproportionate share hospitals in accordance w ith  the requirements of 

Title XIX of the federal Social Security A ct or any successor federal statute, for free care 

costs of such hospitals. Said appropriate action may include, but shall not be limited to, 

the assessment on hospitals for their liability to  the uncompensated care pool pursuant to 

the provisions of chapter one hundred eighteen F of the General Laws. Said appropriate 

action may include the establishment or renewal of any necessary interagency agreements 

for purposes of making disproportionate share adjustment payments to hospitals qualifying 

for such payments in accordance w ith  the com m onwealth 's federal state plan and relevant 

provisions of Title XIX or any successor federal statute. The department may expend 

w ithout further appropriation amounts transferred to it from the uncompensated care trust 

fund under said interagency agreement. In no event shall the amount of money assessed 

upon each hospital exceed the hospital's gross liability to  the uncompensated care pool as
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determined by the departm ent pursuant to  the provisions of section fifteen of chapter one 

hundred eighteen F of the General Laws and section eleven of chapter six B of the General 

Laws. Any federal funds obtained as a result of actions pursuant to this section shall be 

deposited in the General Fund. The state treasurer and the com ptroller shall establish such 

procedures as may be necessary to accomplish the purpose of this section, including 

procedures to facilita te  the expeditious assessment, collection and expenditure of funds 

pursuant to  the provisions of this section.

Departm ent o f Children's Services Scholarship Fund

Section 4 1 . N otw ithstanding the provisions of section nineteen of chapter eighteen B of 

the General Laws or any general or special law to the contrary, the department of 

children's services may use funds in account 4899-8103 , the form er wards trust, so called, 

and interest paid on said account on or after July firs t, nineteen hundred and ninety-three, 

for the purpose of funding scholarships to be awarded to foster children who are or have 

been in the care of the departm ent of social services or the department of children's 

services and who are or w ill be pursuing a degree at an accredited institu tion of higher 

education.

Social Services Block Grant Fringe Benefits

Section 42 . Notw ithstanding the provisions of sections five D and six B of chapter 

tw enty-n ine of the General Laws or any other general or special law or regulation to the 

contrary, during fiscal year nineteen hundred and ninety-seven expenditures charged to 

item 4800 -9100  of section tw o  of this act for employees hired before July firs t, nineteen 

hundred and ninety-six, shall not be subject to fringe benefit and indirect cost charges 

established pursuant to the provisions of said sections five D and six B.
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Uncom pensated Care Pool - Private Sector Liability Cap

Section 4 3 . For hospital fiscal year nineteen hundred and ninety-seven, the private sector 

liab ility of purchasers and third party payers to  the uncompensated care trust fund 

established pursuant to  the provisions of section seventeen of chapter one hundred 

eighteen F of the General Laws shall be equal to  the sum of all the products of each 

hospita l's allowable free care charges and such hospita l's cost to charge ratio, calculated 

by the departm ent of public health services pursuant to  the provisions of section eleven of 

chapter six B of the General Laws, or three hundred fifteen  million dollars, whichever is 

less. For the state fiscal year nineteen hundred and ninety-seven, notwithstanding the 

provisions of any general or special law  to the contrary, fifteen  million dollars generated by 

federal financial participation made available under Title XIX of the Social Security Act, or 

its successor, to  reimburse the costs of said trus t fund fo r disproportionate share hospitals 

shall be deposited into said trust fund.

Public Property Recovery o f  Overhead Costs

Section 4 4 . The secretary of public property is hereby authorized and directed to develop 

a project accounting system for all pool accounts, so called, including, but not limited to, 

accounts funding asbestos, handicapped access, dem olition, fire protection improvement, 

environmental hazards, air pollution, energy, preventive maintenance, waste water 

treatm ent, and tox ic waste clean-up projects. Said project accounting system shall be 

utilized to assess charges for all project-related costs including, but not lim ited to, 

adm inistrative overhead. Said secretary may, in accordance w ith  schedules approved by 

the secretary of adm inistration and finance, expend as he deems necessary to accomplish 

the purpose of this section from items 1 102-7881, 1 102-7882, 1 102-7885, 1 102-7886,

1 102-7887, 1102-7890, 1102-7893, 1102-7894, 1102-7896, 1102-7897, 1102-8801, 

1102-8819, 1102-8847, 1102-8869, 1102-8880, 1 102-8890, 1 102-8891, 1102-8892,
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1 102-8893, 1 102-8895, 1 102-8897, 1 102-8899 and 1 102-9802 not more than seven 

percent of the amount available in fiscal year nineteen hundred and ninety-seven in each 

such item, and may assign employees of the executive o ffice of public property to said 

projects and hire additional employees as may be required; provided, tha t the salaries and 

expenses for such employees shall be charged to the accounts funding each such project.

Public Property Asbestos Cost Recovery Expendable Trust

Section 45 . There is hereby established on the books of the com m onwealth a separate 

fund known as the Asbestos Cost Recovery Fund. Notw ithstanding the provisions of any 

general or special law to  the contrary, all sums awarded to  or received by the 

commonwealth, after the payment of fees and expenses, as a result of settlem ent, trial or 

judgment from Suffo lk Superior Court No. 90 -3791 -A, Commonwealth of Massachusetts v. 

Owens Corning Fiberglass, et. al.. and other actions brought to  recover damages relating to 

asbestos-containing materials in buildings owned or operated by the com m onwealth, or 

received as dividend payments by the com m onwealth on account of the bankruptcy of any 

manufacturer, seller, or d istributor of asbestos-containing materials in buildings owned or 

operated by the com m onwealth, shall be segregated and deemed to be held in such fund. 

The secretary of public property shall develop a plan for the orderly expenditure of such 

sums as are received by the Asbestos Cost Recovery Fund for the purposes of operations 

and maintenance, encapsulation and removal of asbestos. The plan shall contain provisions 

for emergencies, the short term  and long term control of asbestos in buildings owned or 

operated by the com m onwealth, and the removal and disposition of asbestos-containing 

materials located in such buildings. All monies deposited in the fund as described herein 

above may be expended by the secretary of public property w ithou t further appropriation, 

consistent w ith  the purposes of this section. Any balance in the fund at the close of a 

fiscal year shall be available for expenditure in the subsequent fiscal year, and shall not 

revert to the General Fund.
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Local Contribution fo r Education - Waivers

Section 46. (a) Upon the request of the selectmen in a tow n, the c ity  council in a plan E 

city or the mayor in any other c ity, the department of revenue may re-calculate the 

minimum required local contributions, as defined in section tw o  of chapter seventy of the 

General Laws, in the fiscal year ending on June th irtie th , nineteen hundred and ninety- 

seven. Based on the criteria outlined in this section, the department shall recalculate the 

minimum required local contributions for a m unicipality 's local and regional schools and 

certify the amounts calculated to the office of education and training.

(b) Any city or tow n that used qualifying revenue amounts in a fiscal year which 

w ill not be available for use in the next year, or that w ill be required to  use revenues for 

extraordinary non-school related expenses for which it did not have to use revenues in the 

preceding fiscal year, or that has an excessive certified municipal revenue growth factor 

which is also greater than or equal to one and one-half times the state average municipal 

revenue growth factor, may appeal to the department of revenue no later than October 

first, nineteen hundred and ninety-six for an adjustment of its minimum required local 

contribution and net school spending.

(c) If the claim is determined to be valid, the department of revenue may reduce 

proportionately the minimum required local contribution amount based on the amount of 

shortfall in revenue or based on the amount of increase in extraordinary expenditures in the 

current fiscal year, but no adjustment to the minimum required local contribution on 

account of an extraordinary expense raised in the budget of the fiscal year ending on June 

th irtie th , nineteen hundred and ninety-seven, shall a ffect the calculation of the minimum 

required local contribution in subsequent fiscal years. Qualifying revenue amounts shall 

include but not be limited to extraordinary amounts of free cash, over lay surplus, and other 

available funds.

(d) If, upon submission of adequate documentation, the department of revenue 

determines that the municipality s claim regarding an excessive municipal revenue growth 

factor is valid, said department shall recalculate said municipal revenue grow th factor and
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the office  of education and training shall use this revised grow th facto r to calculate 

prelim inary local contribution, minimum required local contribution and any other facto r that 

d irectly or ind irectly uses the municipal revenue grow th factor. Any relief granted as a 

result of an excessive municipal-revenue grow th factor shall be a permanent reduction in 

minimum required local contribution.

(e) Upon the request of the selectmen in a tow n, the c ity  council in a plan E city , or 

the mayor in any other c ity , in a m ajority of the member municipalities, any regional school 

d istrict which used qualifying revenue amounts in a fiscal year tha t w ill not be available for 

use in the next fiscal year shall appeal to the department of revenue not later than October 

first, nineteen hundred and ninety-six, for an adjustment to its net school spending 

requirement. If the claim is determined to be valid, the department of revenue shall reduce 

the net spending requirement based on the amount of the shortfall in revenue and reduce 

the minimum required local contribution of member municipalities accordingly. Qualifying 

revenue amounts shall include but not be lim ited to extraordinary amounts of excess and 

deficiency, surplus, and uncom m itted reserves.

(f) Any regional school d is tric t which received regional school incentive aid in fiscal 

year nineteen hundred and ninety-five shall, upon the request of the selectmen in a tow n, 

the c ity  council in a plan E city, or the mayor in any other c ity, in a majority of the member 

municipalities, appeal to the office of education and training for an adjustment in the 

minimum required local contribution of its member municipalities. The office of education 

and training may reduce the increased assessment of the member municipalities as a result 

of the reorganization of the regional school d is tric t by using a portion of the regional 

incentive aid to  reduce the prior year local contribution.

(g) If the regional school budget has already been adopted by tw o-th irds of the 

member municipalities, then upon a m ajority vote of the member municipalities the regional 

school com m ittee shall adjust the assessments of the member municipalities in accordance 

w ith  the reduction in minimum required local contributions approved by the department of 

revenue or the office  of education and training in accordance w ith  the provisions of this 

section.
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(h) Notw ithstanding the provisions of clause (14) of section three of chapter two 

hundred fourteen of the General Laws or any other general or special law to the contrary, 

the amounts so determined shall be deemed to be the minimum required local contribution 

described in said chapter seventy; provided, however, tha t the house and senate 

committees on ways and means and the jo in t com m ittee on education, arts and humanities 

shall be notified by the department of revenue and the office of education and training of 

the amount of any reduction in the minimum required local contribution amount.

(i) In the event that a c ity or tow n  has an approved budget tha t exceeds the 

recalculated minimum required local contribution and net school spending amounts for its 

local school system or its recalculated minimum required local contribution to its regional 

school d istricts as provided by this section, the local appropriating authority shall determine 

the extent to which the community avails itself of any relief authorized under this section.

(j) The amount of financial assistance due from the com m onwealth in fiscal year 

nineteen hundred and ninety-seven under chapter seventy or any other provision of law 

shall not be changed on account of any redetermination of the required minimum local 

contribution under this section. The department of revenue and the office of education and 

training shall issue guidelines for their respective duties under this section.

(k) Any city, tow n or regional school d is tric t tha t has long term debt due to school 

building construction and is in the firs t year of receiving School Building Assistance Bureau 

assistance grant money for a new project may apply for recalculation of the minimum 

required local contribution to exclude any such firs t year new grant money from the excess 

debt service calculation; provided, that e lig ib ility for such recalculation shall not recur in 

subsequent years.

(l) The office of education and training shall not reduce the required minimum local 

contribution on account of a municipality or regional school d is tric t having received funds 

from item 7061-0011 of section tw o  of chapter th irty-e ight of the acts of nineteen hundred 

and ninety-five.
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Tuition Retention Fringe Benefits - University

Section 4 7 . Notw ithstanding the provisions of section five D of chapter tw enty-n ine  of 

the General Laws or any other general or special law to the contrary, in fiscal year nineteen 

hundred and ninety-seven the firs t e ighty-five million seven hundred th irty-three thousand 

nine hundred eighty dollars in personnel expenditures charged to the university tu ition  

retention trus t fund as established in section tw elve of this act shall be exempt from fringe 

benefit charges established by the commissioner of adm inistration in accordance w ith  the 

provisions of said section five D. Said exemption shall be allocated to the individual 

university campus accounts established w ith in  said trus t fund pursuant to a schedule 

developed by the chief education o fficer of the commonwealth and approved by said 

commissioner.

Tuition Retention Fringe Benefits - State Colleges

Section 4 8 . N otw ithstanding the provisions of section five D of chapter tw enty-n ine of 

the General Laws or any other general or special law to the contrary, in fiscal year nineteen 

hundred and ninety-seven the firs t th irty-one million six hundred sixty-seven thousand eight 

hundred fo rty-s ix  dollars in personnel expenditures charged to the state college tu ition 

retention fund as established in section tw elve of this act shall be exempt from fringe 

benefit charges established by the commissioner of adm inistration in accordance w ith  the 

provisions of said section five D. Said exemption shall be allocated to the individual state 

college accounts established w ith in  said trust fund pursuant to a schedule developed by the 

chief education officer of the commonwealth and approved by said commissioner.
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Tuition Retention Fringe Benefits - Com m unity Colleges

S ection  4 9 .  Notwithstanding the provisions of section five D of chapter twenty-nine of 

the General Laws or any other general or special law to  the contrary, in fiscal year nineteen 

hundred and ninety-seven the firs t nineteen million nine hundred ninety-eight thousand nine 

hundred ten dollars in personnel expenditures charged to  the com m unity college tuition 

retention fund as established in section tw elve of th is act shall be exempt from fringe 

benefit charges established by the commissioner of adm inistration in accordance w ith  the 

provisions of said section five D. Said exemption shall be allocated to the individual 

community college accounts established w ith in  said trust fund pursuant to a schedule 

developed by the chief education officer of the com m onwealth and approved by said 

commissioner.

Net School Spending

S ection  5 0 . For the purposes of calculating the minimum required local contribution in 

fiscal year nineteen hundred and ninety-seven as defined in section tw o  of chapter seventy 

of the General Laws, the office of education and training shall consider health care costs 

for retired teachers to be part of net school spending for any tow n  in which said costs 

were considered part of net school spending in fiscal year nineteen hundred and ninety- 

four. The office shall not consider said retired teachers' health care costs to be part of net 

school spending for any d istric t in which such costs were not considered part of net school 

spending in fiscal year nineteen hundred and ninety-four.

County Corrections Maintenance o f E ffo rt Trust Fund

S ec tio n  5 1 . There shall be established on the books of the com m onwealth a separate 

fund to be known as the Maintenance of Effort Trust Fund for support of county
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correctional facilities. Said trust fund shall consist of deductions specified herein, as well 

as any interest or investm ent earnings on such monies. Notw ithstanding the provisions of 

section three of th is act or any general or special law to the contrary, the state treasurer 

shall deduct from  the amounts specified in said section three paid to each c ity  and tow n  an 

amount of funding equal to each c ity 's  and to w n 's  share of the fiscal year nineteen 

hundred and ninety-six payments made pursuant to the provisions of item 8910 -0000  of 

chapter th irty -e igh t of the acts of nineteen hundred and ninety-five. Said deductions shall 

be deposited in the Maintenance of E ffort Trust Fund and shall be expended for the 

purposes of supporting county correctional facilities pursuant to the provisions of item 

8900-3500 of section tw o  of this act.

Local Police Cadet Training Fee

Section 52. Notw ithstanding the provisions of any general or special law to the contrary, 

the secretary of public safety is hereby authorized and directed to charge one thousand 

eight hundred dollars per recruit fo r training programs approved by the department of law 

enforcement fo r recruits of municipal police departments who begin training on or after 

July firs t, nineteen hundred and ninety-six. The state treasurer is hereby authorized and 

directed to transfer one thousand eight hundred dollars multiplied by the number of such 

recruits from the local aid payments of the m unicipality in which said recruits shall serve. 

Said transfers shall be semi-annual. The state comptroller shall certify  all such transfers to 

the house and senate com m ittees on ways and means no later than th irty  days after 

completion thereof. Upon completion of training, said one thousand eight hundred dollar 

charge shall be deducted from the recru it's wages in eighteen equal m onthly installments or 

as otherw ise negotiated.
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County Correction Employee Health and Pension Contributions

Section 53. The secretary of administration and finance shall determine the costs in fiscal 

year nineteen hundred and ninety-seven associated w ith  the health, pension and other 

employee costs other than salaries, for former county correction employees who shall 

become employees of the commonwealth during said fiscal year. Said secretary shall 

certify to the comptroller the amounts of said employee-related costs. The comptroller is 

hereby authorized to transfer said amounts from item 8900 -3500  into item 4910-0330 and 

the Commonwealth's Pension Liability Fund authorized by section tw o  of this act to pay 

such costs.

Effective Date

Section 54. Except as otherwise provided in this act, the provisions of this act shall take 

effect as of July first, nineteen hundred and ninety-six.
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Tax Expenditure Budget
Part i: Introduction to the Tax Expenditure Budget

While taxes are an essential source of revenue for all state economies, the manner in which 
they are imposed varies w idely from state to state. In its simplest form , a tax is an across- 
the-board levy on a base, such as income, to which a specific rate applies and for which no 
m odifications exist. Taxes are rarely levied in this manner, however. Instead, most state 
tax codes incorporate a number of exemptions, deductions, credits, and deferrals designed 
to encourage certain taxpayer activities or to lim it the tax burden on certain types of 
individuals or endeavors. Known as "tax expenditures," these provisions can have a 
significant impact on state tax revenues.

This document offers a summary of the tax expenditures affecting four taxes from which 
Massachusetts derives the bulk of its revenues: the personal income tax, the corporate 
excise, the sales and use tax, and the estate tax. It also provides revenue estimates for 
each tax expenditure, as mandated by Massachusetts state law. Organized into seven 
separate sections, this study analyzes all aspects of Massachusetts tax expenditures. Part 
I, for example, contains a detailed explanation of how we identify and estimate the costs of 
tax expenditure provisions in the tax code.

In the next sections (Parts II - V), we have provided detailed inform ation about each of the 
four tax types, including an explanation of how each tax is calculated and the ways in 
which tha t tax 's  basic structure is modified to produce the various types of tax 
expenditures. The tax expenditures for each tax are listed after the description of the tax.

Following the expenditure listings, Part VI provides tw o  appendices. One lists recent law 
changes tha t a ffect this year's tax expenditure budget; a second gives three-year tax 
expenditure estimates which are consistent w ith  our most recent estimation methodology.
In Part VII, we have also included a glossary tha t defines terms used throughout the text.
In reviewing this document it is im portant to remember that although a tax expenditure 
represents a deviation from the generally agreed-upon, or basic, structure of a given tax, 
determining whether a provision is a tax expenditure is not the same as making a judgment 
about its desirability. An element of the basic structure of a tax can be inequitable or have 
undesirable economic e ffects, just as a tax expenditure can. If so, it can be changed by 
legislative action just as a tax expenditure can.

The estimates of the costs of tax expenditures included in this volume are revised annually. 
As improved methodologies and data become available over the course of the year, some 
estimates may be reexamined and, occasionally, revised. To ensure tha t the best 
estimates are publicly available for budget deliberations, it is our policy to release any 
material revisions to the published Tax Expenditure Budget prior to the statu torily  required 
submission of the Tax Expenditure Budget for the next budget year.
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W h at Are Tax Expenditures?

Tax expenditures are provisions in the tax code, such as exclusions, deductions, credits 
and deferrals, that are designed to encourage certain kinds of activities or to aid taxpayers 
in special circumstances. When such provisions are enacted into the tax code, they reduce 
the amount of tax revenues that may be collected. In this sense, the fiscal effects of a tax 
expenditure are just like those of a direct government expenditure. Some tax expenditures 
involve a permanent loss of revenue, and thus are comparable to a payment by the 
government; others cause a deferral of revenue to the future, and thus are comparable to 
an interest-free loan to the taxpayer. Since tax expenditures are designed to accomplish 
certain public goals that otherwise might be met through direct expenditures, it seems 
reasonable to apply to tax expenditures the same kind of analysis and review that the 
appropriations budget receives.

It is essential to distinguish between those provisions of the tax code that represent tax 
expenditures and those that are part of the "basic structure" of a given tax. The basic 
structure is the set of rules that defines the tax; a tax expenditure is an exception to those 
rules. In general, most taxes have a series of features tha t define their basic structure. 
These features are:

1. A base, on which the tax is levied, such as net income, or a particular class of 
transactions;

2. A taxable unit, such as a person or a corporation;
3. A rate, to be applied to the base;
4. A definition of the geographic lim its of the state 's exercise of its tax jurisdiction; and
5. Provisions for the administration of the tax.

Defining the Basic Tax S tructure

A tax expenditure is a deviation from the geneially agreed-upon, or basic, structure of a 
given tax. For example, the base of the sales tax includes all retail sales to final 
consumers. The exemption for sales of energy conservation equipment is an exception, 
created to encourage purchases of such equipment. The sales tax that is not collected 
because of the existence of this exemption, then, is a tax expenditure.

While this general definition seems stra ightforward enough, the task of compiling a 
comprehensive list of tax expenditures presents many conceptual problems. For example, 
some of the deductions and exemptions allowed under the tax statutes are not tax 
expenditures. The broad category of income tax deductions allowed for business expenses 

o is e as a tax expenditure. Since the income tax is generally considered to be a tax 
come net o t e costs of producing that income, deductions for business expenses are 

taken against gross income and therefore occur prior to calculation of the tax base. In 
addition, tax provisions reflecting constitutional prohibitions, such as the prohibition on 

xation of sales to the federal government, are considered parts of the basic tax structure
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and therefore are not properly considered tax expenditures. These distinctions are fairly 
simple, but more complex analytical questions quickly arise.

For example, deductions for the depreciation of property and equipment used in a trade or 
business are considered part of the basic tax structure because the use of productive 
assets is a legitim ate cost of doing business. However, federal depreciation rules allow 
larger depreciation deductions in the early years of a property 's useful life. These 
accelerated depreciation rules could be viewed as properly reflecting changing notions of 
obsolescence and thus as part of the basic tax structure; or the faster rates of depreciation 
could be considered a special adjustment in the tax base designed to provide an incentive 
for investm ent, and therefore a tax expenditure. Indeed, past federal tax expenditure 
budgets prepared by the Congressional Budget O ffice and versions prepared by the 
Treasury Department have disagreed on exactly this issue.

We have adopted the point of v iew  tha t accelerated depreciation is a tax expenditure. 
Although accelerated depreciation still allows the same tota l deduction for a piece of 
property, the rate of depreciation allowed in the early years is faster than would be 
permitted under traditional accounting principles. Generally, revenue cost estimates in this 
document for tax expenditures associated w ith  accelerated depreciation rely on 
assumptions used in congressional federal tax expenditure analysis concerning ordinary 
depreciation rates.

We have chosen to v iew  the rules for personal exemptions and for no tax status in the 
Com m onwealth 's personal income tax as provisions which help to define the income tax 
base, and thus as a part of the basic structure of the tax (much as the progressive rate 
structure of the federal income tax, which similarly reduces the tax burden on low-income 
people, is a part of its basic structure). The base of the tax is defined as net income above 
what is required for subsistence. Since personal exemptions help define the amount of 
income needed for subsistence, and therefore the base, they should not be classified as tax 
expenditures. According to this reasoning, exemptions allowed for dependents would also 
be considered part of the basic tax structure, since subsistence requirements increase w ith  
the size of the taxpayer's household. However, we note tha t this view  of the tax structure 
did not always lead to easy conclusions. First, taxpayers are allowed exemptions for 
dependents even if those dependents have their own income and take personal exemptions 
for themselves. We have treated the use of the dependents’ exemption as a tax 
expenditure. Second, the fact tha t the no tax status amount is greater than the personal 
exemption suggests tha t the intent behind the no tax status and personal exemptions goes 
beyond simple defin ition of an income base. Although personal exemptions and the no tax 
status are not listed in this document as tax expenditures, estimates for the revenue loss 
associated w ith  these provisions are provided in an endnote.

The sales tax presents the most d ifficu lt case. The sales tax statute and its legislative 
history indicate tha t the established base of the tax is all "reta il" sales. A t a minimum, the 
sales tax exemptions fo r business purchases of component parts and of products to be 
resold appear to be provisions tha t help define which sales are considered non-retail sales,
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and therefore should not be classified as tax expenditures. However, it is d ifficu lt if not 
impossible to decide which other sales tax exemptions m ight also cover non-retail sales 
For example, manufacturing companies are allowed an exemption from the sales tax for 
purchases of machinery used in the production process. Since this machinery is not a 
direct component part of any product being manufactured and is not purchased simply to 
be resold, it could be argued that the machinery purchase is a retail sale and that the 
machinery exemption is a tax expenditure. Others would argue that because these 
purchases are not purchases by the final consumers of an end product, and because they 
represent legitimate business expenses, these sales tax exemptions should not be 
considered tax expenditures.

The Massachusetts sales tax statute is filled w ith  exemptions that do not fo llow  a 
discernible pattern. For example, manufacturers are exempt from sales tax on machinery 
but not on motor vehicles, and construction firms are not fu lly  exempt from sales tax on 
their equipment purchases. Because it is d ifficu lt to define the basic tax structure, the 
discussion of the sales tax in this document is not a conventional "tax expenditure 
analysis." Instead, virtually all of the exemptions from the sales tax are listed as tax 
expenditures.

As stated in the introduction, the most important thing to remember is that making a 
judgment about whether a provision is a tax expenditure is not the same as making a 
judgment about its desirability. W ith this in mind, we have attempted to provide more 
rather than few er tax expenditure estimates, so that necessary inform ation is available for 
those charged w ith  making policy judgments.

Description of the Data

This budget should be considered part of an ongoing e ffo rt to list tax expenditures, 
describe their characteristics, and estimate their revenue costs. Each year, we attempt to 
improve upon the analysis presented in the prior year's tax expenditure budget. For 
purposes of comparison, we have provided an appendix containing updated tax expenditure 
estimates for the past tw o  years as well as for Fiscal Year 1997.

Information collected by the Department of Revenue (DOR) from Massachusetts tax returns 
was, of course, an important source of data in this budget. Estimates made from these 
data tend to be the most reliable. Unfortunately, many tax expenditures cannot be 
estimated from DOR records. When a particular category of income is excluded from 
taxation, amounts often do not appear on tax records. This is especially likely to be the 
case for those tax expenditures brought about by "coupling" the state tax code to the 
ederal code, since exclusions and some deductions are not reported explicitly, but are 

simply carried over to state tax calculations as part of the reporting of federal income. In 
sue cases we have had to estimate a Massachusetts figure using national tax data, 
census information, sales statistics, and other information.
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You w ill note tha t in several cases, this year's revenue estimate is very d ifferent from last 
year's. Revisions to the estimates occur for four reasons: we have new data sources, 
federal tax expenditure estimates on which we rely have changed, we have refined our 
estimation methodologies, or changes in Massachusetts tax law have modified existing 
estimates. In a few  instances, more than one of these factors operate to explain the 
difference. All estimates are projections forward from a base year (which varies depending 
on the availability of data) to Fiscal Year 1997.

One of this year's tax expenditure estimates was developed using dynamic economic 
impact analysis. Unlike an ordinary tax expenditure estimate, which shows the direct 
reduction in tax liability caused by a provision, a dynamic estimate shows the final revenue 
gain or loss that would result from  its repeal, after all of the economic e ffects and indirect 
revenue effects of the change have been considered. The corporate investm ent tax credit 
(this year’s budget item 2.602) directly reduces the amount of corporate taxes owed to the 
Commonwealth by approximately $62 million. However, were this credit repealed, 
businesses would find it more expensive to purchase capital goods and would invest less, 
leading to lower levels of employment, income and profits. As a result, the direct increase 
in corporate taxes caused by the cred it's  repeal would be partially o ffse t by the indirect 
decreases in income, corporate and other taxes brought about by the decline in economic 
activ ity. Dynamic revenue estimates adjust for all of these effects. The dynamic estimate 
presented in this year's tax expenditure budget is indicated w ith  an endnote.

Data L im itations

There are some additional caveats tha t the reader should keep in mind when reading this 
budget. Most revenue loss estimates have been made w ithout taking into account how 
repeal of a provision m ight change taxpayer behavior. For example, if the sales tax 
exemption for a particular item were repealed, the item would become more expensive to 
consumers, so one would expect sales of tha t item to decline. The revenue gain from 
repealing the provision would be, therefore, somewhat less than if the level of sales for the 
affected items remained the same. On the other hand, some of the income not spent on 
that item m ight be spent on other taxable items. To the extent that consumers and 
businesses pay more taxes and have less income available for other purposes, the repeal of 
a tax expenditure m ight have much broader economic and revenue effects. Clearly, the full 
calculation of these effects is very d ifficu lt.

Second, the interaction among d ifferent taxes and tax expenditures may be quite complex. 
Repealing some tax expenditures may increase or decrease the value of others. For 
example, increasing the no tax status amount would mean that few er people would pay 
taxes, and thus few er people would claim other exemptions. This would reduce the 
revenues lost through other exemptions.

Third, the revenue cost estimates do not generally reflect compliance factors which may 
s ign ificantly reduce revenues available from a tax expenditure repeal. In particular, where 
Massachusetts tax provisions are "coupled" w ith  federal tax rules, audits of Massachusetts
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taxpayers generally compare state and federal returns. If Massachusetts tax provisions 
were "decoupled," taxpayers would have to make separate calculations for Massachusetts 
tax purposes, and these provisions would require special audit procedures. Compliance 
difficulties would certainly result.

And fourth, particular caution is appropriate w ith  respect to the tax expenditure budget's 
totals for expenditures for particular taxes. Not only do these tota ls reflect the imprecision 
of the specific estimates, but they also om it those items for which no estimates were 
available. In consequence, particular totals may be substantially understated. A t the same 
time, included in the totals, particularly w ith  regard to the sales tax, are a number of 
substantial items that many analysts would regard, not as tax expenditures, but rather as 
features of the underlying tax itself. The general approach in preparing the tax expenditure 
budget has been to count questionable items as tax expenditures, so that information 
concerning them would be available for analysis. The result is tha t certain of the totals are 
higher than they would be under a more restrained analytic approach.

Reading the Budget

In this document, tax expenditures and cost estimates are listed according to the taxes to 
which they pertain: personal income, corporate excise, sales and use, and estate. Each of 
the four major taxes includes an introductory section w ith  a description of the tax, followed 
by a listing of the tax expenditures for that tax. Each tax expenditure item includes a brief 
description, the cost estimate, a statutory citation, and an indication of the tax 
expenditure s type. Taxes on financial institutions, utilities and insurance companies are 
not treated separately, and the various special excises on motor fuels, cigarettes, and 
alcoholic beverages are not covered in this budget.
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Tax Expenditure Budget 
Part II: The Personal Income Tax

Although income from professions, trades or employment was taxed throughout the 
nineteenth century under the local property tax, it was not until 1916, under the authority 
of A rtic le  44  of the Amendments to the Massachusetts Constitution, tha t the 
Massachusetts personal income tax was enacted as a separate tax. Unlike most states 
w ith  income taxes, Massachusetts applies fla t rather than graduated rates, because Article 
44 requires tha t all income of the same class be taxed at the same rate.

Generally, the Massachusetts personal income tax ties into the federal Internal Revenue 
Code as it was on January 1, 1988. Federal amendments made after tha t date have not 
been adopted by Massachusetts. To the extent tha t the Massachusetts tax takes federal 
law as its starting point, it adopts many federal tax expenditures.

This tax is the s ta te 's  largest revenue source, accounting for 54%  of taxes collected in 
Fiscal Year 1995. Personal income tax collections for Fiscal Year 1997 are expected to be 
about $6.5 billion.

Personal Incom e T ax: Basic S tructu re

T ax  Base: The tax base is gross income minus the costs of producing the gross income 
(trade or business expenses). Massachusetts gross income is defined as federal gross 
income w ith  certain m odifications. Effective January 1, 1996 it w ill be divided into three 
classes: interest, dividends, and short-term capital gains ("Part A " income); long-term term 
capital gains ("Part C" income); and all other income ("Part B" income). Massachusetts 
taxpayers are entitled to a basic personal exemption which varies according to taxpayer 
status. The exempted amounts are considered to be outside the generally accepted tax 
base. They reflect the notion tha t income needed for bare subsistence should be free from 
tax. Thus, for the purposes of this document, these exemptions are not listed as tax 
expenditures. In addition, taxpayers whose income is below a specified level are entitled to 
"no tax status". For the same reason, this status is not listed as a tax expenditure. On the 
other hand, because policy makers are often interested in the effects of adjusting the dollar 
amounts for the personal exemptions and the no tax status, estimates are provided for 
them in endnote 3 to item 1.405 in the list of personal income tax expenditures.

T a x a b le  U n it: Individuals are taxed separately, w ith  the exception of married couples, who 
may file a jo in t return. The income of children is not aggregated w ith  tha t of their parents. 
The income of trusts, estates and corporate trusts, including partnerships and associations 
w ith  transferable shares, is also subject to the personal income tax.

R ate  S tru c tu re : The rate of tax on Part B "earned" taxable income is 5 .95% . The rate on 
Part A "unearned" income is 12%. The d ifferential between "earned" and "unearned" 
income has its roots in the historical origin of the personal income tax. When the personal 
income tax was adopted, the property and economic activities whose income was 
subjected to the new statew ide tax were simultaneously exempted from the local property
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tax in order to avoid double taxation. The rates originally established for these classes of 
income were apparently intended to approximate the previous statew ide average burdens 
of local property taxes on the related properties and activ ities. Therefore, in this 
document, this differential rate feature w ill be treated as part of the basic structure of the 
tax.

Effective January 1, 1996, Part C income, long-term capital gains, w ill be subject to the 
follow ing tax rates based on how long the assets are held:

Holding Period T ax  R ate

up to a year 1 2 %
more than one, but less than tw o  years 5 %
more than tw o, but less than three years 4 %
more than three, but less than four years 3 %
more than four, but less than five years 2 %
more than five, but less than six years 1 %
more than six years 0 %

Assets acquired prior to January 1 , 1 996 w ill be deemed to have been acquired on the later 
of January 1, 1995 or the actual date of acquisition.

T axab le  Period: The taxable period is one year (or less), usually the calendar year. Income 
may be reported according to the cash or accrual method. Where property is sold on a 
deferred payment basis, gains may be reported in the years the payments are received. 
There is no Massachusetts provision for income averaging. Net capital losses may be 
carried forward to future years.

In te rs ta te  and In te rna tio n a l A sp ec ts : Residents are taxed upon their entire income, 
whether derived from Massachusetts sources or elsewhere, w ithou t allocation or 
apportionment. Nonresidents are taxed only on income from sources w ith in  
Massachusetts. A resident may take a limited credit against the Massachusetts income tax 
for income taxes due to other states, the D istrict of Columbia, any territo ry or possession
0 the United States, or Canada or its provinces on any item of Massachusetts gross
1 n r n m c i  c '
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Computation of the Personal Income Tax
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, .
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Part A Taxable M assachusetts T
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1
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1
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Types of Tax Expenditures under the Personal Income Tax

The basic structure of the personal income tax can be modified in a number of different 
ways to produce tax expenditures. Brief explanations of the various types of tax 
expenditures follow :

Exclusions from Gross Income: Gross income is the starting point in the calculation of 
income tax liability and, in the absence of tax expenditures, would include all income 
received from all sources. Items of income tha t are excluded from gross income typically 
are not reported by the taxpayer on his or her tax return, and they escape taxation 
permanently.

Deferrals of Gross Income: Where an item of income is not included in gross income in the 
year when it is actually received, but is instead included in a later year, the result is a tax 
expenditure in the form of an interest-free loan from the state to the taxpayer in the 
amount of the tax payment that is postponed.

Deductions from Gross Income: Certain amounts are subtracted from gross income to 
arrive at adjusted gross income (AGI). Many of these deducted amounts reflect the costs 
of producing income (business expenses), and are not properly part of the income tax base. 
Such deductions are not tax expenditures. Other deductions which do not reflect business 
expenses constitute tax expenditures, which permit corresponding amounts of income to 
escape taxation permanently.

Accelerated Deductions from Gross Income: In a number of cases, taxpayers are allowed 
to deduct business expenses from gross income at a time earlier than such expenses would 
ordinarily be recognized under Generally Accepted Accounting Principles. The total amount 
of the permissible deduction is not increased, but it can be utilized more quickly to reduce 
taxable income. The result is to defer taxes, thus in e ffect occasioning an interest-free 
loan from the state to the taxpayer.

Deductions from Adjusted Gross Income (AGI): Taxable income results from the 
subtraction of certain deductions and exemptions from AGI. Certain of these subtracted 
items represent amounts of income necessary for subsistence; their exclusion is part of the 
basic structure of the income tax. Other subtracted items represent tax expenditures, 
which permit corresponding amounts of income to escape taxation permanently.

Preferential Rates of Taxation: Generally, all income from the same source is taxed at the 
same rate. When an item of income is taxed at a rate below the rate ordinarily applied to 
that class of income, a tax expenditure results. The result is equivalent to excluding a 
portion of the income from taxation.

Credits Against Tax. A fte r a taxpayer s basic tax liability has been calculated by applying 
the tax rates to taxable income, the taxpayer may subtract certain credit amounts from this 
initial liability in determining the actual amount of taxes tha t must be paid. It is important
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to note tha t, whereas a one dollar exclusion or deduction results in a tax savings of only a 
few  cents (one dollar times the applicable tax rate), a one dollar credit results in a one 
dollar tax savings.

Personal Incom e Tax List of Tax Expenditures

1 .0 0 0  EXCLUSIONS FROM GROSS INCOME

1.001 Exemption of Premiums on Accident and Accidental Death Insurance1 
Employer contributions for premiums on accident and accidental death 
insurance are not included in the income of the employee and are 
deductible by the employer.

Origin: IRC § 106 
Estimate: $1.5

1.002 Exemption of Premiums on Group-Term Life Insurance1
Employer payments of employee group-term life insurance premiums for 
coverage up to $50 ,000  per employee are not included in income by the 
employee and are deductible by the employer.

Origin: IRC § 79 
Estimate: $15.2

1.003 Exemption of Interest on Life Insurance Policy and Annuity Cash Value 
Interest which is credited annually on the cash value of a life insurance 
policy or annuity contract is not included in the income of the policy holder 
or annuitant. Only when a life insurance policy is surrendered before death 
or when annuity payments commence does the interest become subject to 
tax. (Interest on dividends le ft on deposit is taxable.)

Origin: IRC § 101 
Estimate: $151.6

1.004 Exemption of Employer Contributions for Medical Insurance Premiums and 
Medical Care1
Employer contributions for medical insurance premiums and 
reimbursements for medical care are not included in the income of the 
employee and are deductible by the employer.

Origin: IRC § § 1 0 5  and 106 
Estimate: $396.1

1.005 Exemption of Annuity or Pension Payments to Fire and Police Personnel 
Income from noncontributory annuities or pensions to certain retired fire 
and police personnel or their survivors is tax-exem pt.

Tax Expenditure - 11



The Governor's Budget Recommendation

Origin: M.G.L. c. 32 
Estimate: N.A.

1.006 Exemption of Distributions from Certain Contributory Pension and Annuity 
Plans2
Certain pensions and annuity d istributions are tax-exem pt under 
Massachusetts law. They are payments from contributory plans of the 
U.S. government, Massachusetts and its subdivisions, and other states 
which do not tax such income from Massachusetts. The nontaxation of 
the benefits in excess of contributions taxed by Massachusetts is a tax 
expenditure.

Origin: M.G.L. c. 62, §§ 2(a)(2)(E) and 3B(a)(4)
Estimate: N.A.

1.007 Exemption of Railroad Retirement Benefits
Railroad retirement benefits are not taxed. (Massachusetts has not 
adopted Internal Revenue Code section 8 6 , which taxes some of these 
benefits if a taxpayer's income is above a certain level.)

Comment: No adjustment is made for any prior payments taxpayers may 
have made to fund this system since employee payments to this system 
are taxes rather than contributions.

Origin: M.G.L. c. 62, § 2(a)(2)(H)
Estimate: $3.4

1.008 Exemption of Public Assistance Benefits
Public assistance or welfare benefits are not taxed. These include Aid to 
Families w ith  Dependent Children (AFDC), Supplemental Security Income 
(SSI) benefits, and the like.

Origin: Rev. Rul. 71-425, 1971-2 C.B. 76 
Estimate: $27.3

1.009 Exemption of Social Security Benefits
Social Security benefits paid to persons age 65 or older and their 
dependents, to persons under 65 who are survivors of deceased workers, 
and to disabled workers and their dependents are not taxed. 
Massachusetts has not adopted Internal Revenue Code section 8 6 , which 
taxes a portion of these payments where a taxpayer's income is above a 
certain level.

Comment: The comment under item 1.007 applies to this item as well.

Origin: M.G.L. c. 62, § 2 (a)(2)(H)
Estimate: $298.0
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1.010 Exemption of W orkers' Compensation Benefits
W orkers' compensation benefits are not taxed. These are benefits paid to 
disabled employees or their survivors for employment-related injuries or 
diseases.

Origin: IRC § 104 (a)(1)
Estimate: $3.5

1.01 1 Exemption fo r Dependent Care Expenses1
Day care paid for or provided by an employer to an employee tha t does not 
exceed the employee's or employee's spouse's "earned" income, and does 
not exceed the amount of $5,000, is not included in the income of the 
employee and is deductible by the employer.

Origin: IRC § 1 29 
Estimate: $8.1

1.012 Exemption of Certain Foster Care Payments
Qualified foster care payments are not includible in the income of a foster 
parent.

Comment: The exclusion from income for foster care payments has been 
expanded in Massachusetts to include payments for foster care individuals 
age 1 9 or over.

Origin: IRC § 131 
Estimate: $4.3

1.013 Exemption of Payments Made to Coal Miners
Coal miners or their survivors may exclude from income payments for 
disability or death from black lung disease.

Origin: IRC § 104(a)(1)
Estimate: N.A.

1.014 Exemption of Rental Value of Parsonages1
A minister may exclude from gross income a rental allowance or the rental 
value of a parsonage furnished to him or her.

Origin: IRC § 107 
Estimate: N.A.

1.015 Exemption of Scholarships and Fellowships
Degree candidates can exclude scholarships and fellowship income if the 
amounts are not compensation for services or for the payment of room, 
board or travel expenses.
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Origin: IRC § 1 1 7 
Estimate: $10.4

1.016 Exemption of Certain Prizes and Awards
Prizes and awards are generally required to be included in income. The 
exemption of certain prizes and awards is generally lim ited to taxpayers 
who donate the proceeds to a charitable organization. Certain employee 
achievement awards are also excluded from gross income.

Origin: IRC § 74 
Estimate: N.A.

1.017 Exemption of Cost-Sharing Payments
Portions of government cost-sharing payments to assist in water and soil 
conservation projects are not includible in the recip ient's income.

Origin: IRC § 1 26 
Estimate: N.A.

1.01 8 Exemption of Meals and Lodging Provided at W ork1
The value of meals and lodging furnished to the employee by the employer 
on the business premises for the employer's convenience is not included in 
the income of the employee. The employer's expenses are deductible.

Origin: IRC § 1 1 9 
Estimate: $4.6

1.019 Treatment of Business-Related Entertainment Expenses1
W ith certain lim itations, a business may take a deduction of up to 80%  of 
the cost of business-related entertainm ent expenses, consistent w ith 
federal rules in 1988. Generally, the value of the entertainm ent is not 
taxed as income to the persons who benefit from  the expenditures. The 
effect is to provide the hosts and their guests w ith  a nontaxable fringe 
benefit. Since 1988, federal rules regarding entertainm ent expenses have 
changed.

Origin: IRC § 162 
Estimate: $3.2

1.020 Exemption of Income from the Sale, Lease, or Transfer of Certain Patents 
Income from the sale, lease or other transfer of approved patents for 
energy conservation, and income from property subject to such patents, 
are excluded from gross income for a period of five years.

Origin: M.G.L. c. 62, § 2(a)(2)(G)
Estimate: N.A.
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1.021 Exemption of Capital Gains on Home Sales for Persons 55 and Over 
Taxpayers age 55 and over may exclude from income $125 ,000  of capital 
gain on the sale of a principal residence. This exemption may be taken 
only once.

Origin: IRC § 121 
Estimate: $41.3

1.022 Nontaxation of Capital Gains at Death
Ordinarily, capital gains are taxed at the time appreciated property is 
transferred. However, no tax is imposed on a capital gain when 
appreciated property is transferred at death. The appreciation tha t accrued 
during the lifetime of the transferor is never taxed as income.

Comment: The estimate also covers item 1.106 below.

Origin: IRC §§ 1001 and 1014 
Estimate: $59.6

1.023 Exemption of Interest from Massachusetts Obligations
Interest earned on Massachusetts bonds is exempt. The exclusion applies 
to bonds of Massachusetts agencies and local subdivisions as well.

Origin: M.G.L. c. 62, § 2 (a)(1)(A)
Estimate: $77.4

1.024 Exemption of Benefits and Allowances to Armed Forces Personnel1 
Armed forces personnel can exclude from income mustering out payments 
and compensation for service in a combat zone. They and specified other 
U.S. government employees may exclude certain allowances and in-kind 
benefits.

Origin: IRC §§ 112-113 
Estimate: $4.7

1.025 Exemption of Veterans' Pensions, Disability Compensation and G.l.
Benefits
These veterans' benefits are not taxed.

Origin: 38 U.S.C. § 5301 
Estimate: $16.7

1.026 Exemption of M ilitary Disability Pensions
Disability pensions paid to service personnel are fu lly  excluded from gross 
income. The portion of a regular pension that is paid on the basis of 
d isability may also be excluded.
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Origin: IRC § 104(a)(4)
Estimate: $0.4

1.027 Exemption of Compensation to Massachusetts-Based Nonresident M ilitary 
Personnel
Compensation paid by the U.S. to nonresident uniformed m ilitary personnel 
on duty at bases w ith in  Massachusetts for services rendered while on 
active duty is defined as compensation from sources outside 
Massachusetts. It is therefore not taxed.

Comment: This tax treatm ent fo llow s U.S. sta tu tory law.

Origin: 50 U.S.C. App. § 574; M.G.L. c. 62, § 5A(c)
Estimate: $12.4

1.028 Exemption for Taxpayers Killed in M ilitary Action or by Terrorist A c tiv ity  
Massachusetts residents who die in combat while in active m ilitary service, 
or who die as a result of terrorist or m ilitary action outside of the U.S. 
while serving as m ilitary or civilian employees of the U.S. are exempt from 
income taxation.

Comment: This provision is retroactive to calendar year 1987.

Origin: M.G.L. c. 62, § 25 
Estimate: N.A.

1 .100  DEFERRALS OF GROSS INCOME

1.101 Net Exemption of Employer Contributions and Earnings of Private Pension 
Plans2
Employer contributions to private, qualified employee pension plans are 
deductible by the employer up to certain amounts and are not included in 
the income of the employees. Income earned by the invested funds is not 
currently taxable to the employees. Benefits in excess of any employee 
contributions previously taxed by Massachusetts are taxable when paid 
out. The value of the tax deferral on contributions and on the investment 
income is a tax expenditure.

Origin: IRC §§ 401-415 in e ffect January 1, 1985 and M.G.L. c. 62 §§ 
2(a)(2)(F) and 5(b)
Estimate: $537.1

1.102 Treatment of Incentive Stock Options
Massachusetts has adopted the federal rules for employee stock options. 
Generally, employers may offer employees options to purchase at a later 
date company stock at a price equal to the fair market value of the stock 
when the option was granted. A t the time employees exercise the option, 
they do not include in income the difference between the fair market value
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and the price they pay. if they later sell the stock, they are taxed on the 
amount by which the price they receive fo r the stock exceeds the price 
they paid. Thus, income is deferred and is taxed as a capital gain instead 
of as compensation. However, the employer gets no business deduction 
from granting the option, and the effective tax rates on capital gains and 
"earned" income d iffer only slightly in Massachusetts. Therefore, the 
revenue e ffect is N.A..

Origin: IRC §§ 421-425  
Estimate: N.A.

1.103 Exemption of Earnings on Stock Bonus Plans or Profit Sharing Trusts 
Investment income earned by stock bonus plans or profit sharing trusts is 
not taxed currently to employees.

Origin: M.G.L. c. 62, § 5(b)
Estimate: N.A.

1.104 Exemption of Earnings on IRA and Keogh Plans2
Massachusetts taxes contributions of employees or the self-employed to 
private pension plans. However, income earned on the contributed funds 
is not taxed currently. Upon retirement, payments in excess of 
contributions are taxed. The deferral of tax on the investm ent income is a 
tax expenditure.

Origin: M.G.L. c. 62, §§ 2(a)(2)(F) and 5(b)
Estimate: $198.9

1.105 Deferral of Capital Gains on Home Sales
Where the sale of a taxpayer's principal residence is preceded or followed 
w ith in  a tw o-year period by the purchase of a new residence, gain is 
recognized only to the extent that the sale price of the old residence 
exceeds the purchase price of the new one. The taxpayer's "basis (i.e. 
the purchase price, as adjusted fo r purposes of computing capital gain 
upon sale) in the new home is adjusted to reflect the unrecognized gain. 
Thus, the gain is deferred until the taxpayer sells a home under 
circumstances tha t do not qualify for deferral.

Origin: IRC § 1034 
Estimate: $53.7

1.106 Nontaxation of Capita! Gains at the Time of G ift
Ordinarily, capital gains are taxed at the time appreciated property is 
transferred. However, no tax is imposed on a capital gain when 
appreciated property is transferred by g ift. The taxation of appreciation is 
deferred until the recipient transfers the property.
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Origin: IRC §§ 1001, 1015 
Estimate: Included in item 1.022

1 .200  DEDUCTIONS FROM GROSS INCOME

1.201 Capital Gains Deduction
Taxpayers are allowed to deduct 50% of net capital gains in computing 
"unearned" income. The result of the deduction is to  tax net capital gains 
at an effective rate of 6 %.

Comment: Effective January 1, 1996, only long-term capital gains realized 
from the sale of collectibles (as defined by sec. 408 (m) of the I.R.C.) will 
be eligible for a 50% deduction from the 12% capital gains tax.

Origin: M.G.L. c. 62, § 2(c)(3) and IRC § 1221 and others 
Estimate: N.A.

1.202 Deduction of Capital Losses Against Interest and Dividend Income 
Taxpayers may deduct up to $1,000 of net capital loss against interest and 
dividend income, which is taxed as "unearned" income. Any excess net 
capital loss may be carried forward to succeeding years and applied to 
such income, up to $ 1 ,0 0 0  per year, to the extent there is no net capital 
gain for the year. Net capital losses are carried over to succeeding years, 
where they can be used to o ffset any capital gains. Normally, losses can 
only be used to offset income in the year of the loss. The carryover 
provisions create a tax expenditure.

Origin: M.G.L. c. 62, § 2(c)(2)
Estimate: N.A.

1.203 Excess Natural Resource Depletion A llowance
Individuals (or investors) in extractive industries (mining or drilling natural 
resources) may deduct a percentage of gross mining income as a depletion 
allowance. The allowance may exceed the actual cost of the resource 
property. For a more detailed description of this tax expenditure, see 
corporate excise item 2.204.

Origin: IRC § § 61 3 and 61 3A in e ffect January 1, 1 985 
Estimate: $0.7

1.204 Abandoned Building Renovation Deduction
Businesses renovating eligible buildings in Economic O pportunity Areas 
may deduct 10% of the cost of renovation from gross income. This 
deduction may be in addition to any other deduction for which the cost of 
renovation may qualify. To be eligible for this deduction, renovation costs 
must relate to buildings designated as abandoned by the Economic 
Assistance Coordinating Council.
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Origin: M.G.L. c. 62, § 3(B)(a)(10) 
Estimate: N.A.

Fiscal Year 1997

1 .3 0 0  ACCELERATED DEDUCTIONS FROM GROSS INCOME

1.301 Accelerated Depreciation on Rental Housing
Landlords and investors in rental housing may use accelerated methods of 
depreciation fo r new and used rental housing. Rental housing placed in 
service after 1988 is depreciated on a straight-line basis over a 27.5-year 
period. Rental housing placed in service before 1988 was depreciable over 
shorter periods (generally 1 9 or 20 years), and, instead of straight-line 
depreciation, the 175%  declining balance method was perm itted. Straight- 
line depreciation over the property 's expected useful life is the generally 
accepted method for recovering the cost of building structures. The 
excess of allowable depreciation over such generally accepted depreciation 
is a tax expenditure, resulting in a deferral of tax or an interest-free loan.

Origin: IRC § 1 6 8 (b)
Estimate: $5.6

1.302 Accelerated Depreciation for Rehabilitation of Low-Income Housing 
Landlords and other investors in low-income housing may amortize 
rehabilitation expenditures initiated before 1987 over a five-year period.
For a more detailed description of this tax expenditure, see corporate 
excise item 2.302.

Origin: IRC § 1 67 (k)
Estimate: N.A.

1.303 Accelerated Depreciation on Buildings (Other Than Rental Housing) 
Individuals in a trade or business (or investors) may use accelerated 
methods of depreciation for buildings. Construction may be depreciated 
under methods which produce faster depreciation than economic 
depreciation. The precise rates have been changed repeatedly in recent 
years as the result of revisions in the federal tax code. Structures (other 
than rental housing) placed in service after 1 987 are depreciated on a 
straight-line basis over a 31.5-year life. The excess of accelerated 
depreciation over economic depreciation is a tax expenditure.

Origin: IRC §§ 167(j) and 168(b)
Estimate: $7.7

1.304 Accelerated Cost Recovery System (ACRS) fo r Equipment
For depreciable tangible personal property placed in service after 1980, 
capital costs must be recovered using the Accelerated Cost Recovery 
System (ACRS) which applies accelerated methods of depreciation over set 
recovery periods. For property placed in service after 1987,
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Massachusetts has adopted the Modified Accelerated Cost Recovery 
System (MACRS), which generally uses double declining balance 
depreciation over specified periods tha t are substantially shorter than 
actual useful lives (200%  declining balance for 3-, 5-, 7- and 10-year 
recovery property and 150% declining balance fo r 15- and 20-year 
property). The excess of accelerated depreciation over w hat is considered 
to be normal depreciation for tangible personal property (double declining 
balance) is a tax expenditure.

Origin: IRC § 1 68 
Estimate: $40.7

1.305 Deduction for Excess First-Year Depreciation
Individuals in a trade or business (or investors) may elect to expense 
certain business assets purchased during the taxable year up to a 
maximum amount of $10,000. Any remaining cost must be depreciated 
according to MACRS, as described in the preceding item. The immediate 
deduction results in a deferral of tax or an interest-free loan.

Origin: IRC § 179 
Estimate: $1.7

1.306 Five-Year Amortization of Business Start-Up Costs
Individuals in a trade or business (or investors) may elect to treat business 
start-up expenditures as deferred expenses and amortize them over five 
years. For a more detailed description of this tax expenditure, see 
corporate excise item 2.304.

Origin: IRC § 1 95 
Estimate: $0.8

1.307 Five-Year Amortization of Certain Operating Rights
Individuals in a trade or business (or investors) may amortize over five 
years the cost of bus route, fre ight forwarding and certain other operating 
rights that have lost their economic value due to federal deregulation. For 
a more detailed description of this tax expenditure, see corporate excise 
item 2.310.

Origin: Tax Reform Act of 1986, § 243 
Estimate: N.A.

1.308 Expensing Exploration and Development Costs
Individuals (or investors) in extractive industries (mining or drilling natural 
resources) may take an immediate deduction for certain exploration and 
development costs. For a more detailed description of this tax 
expenditure, see corporate excise item 2 .309; the provisions for individual 
taxpayers are somewhat more liberal than those that apply to corporations.
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Origin: IRC §§ 263(c), 616 and 617 in effect January 1, 1985 
Estimate: $3.2

1.309 Expensing Research and Development Expenditures in One Year 
Individuals in a trade or business (or investors) may take an immediate 
deduction for research and development expenditures. For a more detailed 
description of this tax expenditure, see corporate excise item 2.308.

Origin: IRC § 174 
Estimate: $1.4

1.310 Five-Year Amortization of Pollution Control Facilities
Individuals in a trade or business (or investors) may elect to amortize the 
cost of a certified pollution control facility over a five-year period. For a 
more detailed description of this tax expenditure, see corporate excise item 
2.311.

Origin: IRC § 1 69 
Estimate: N.A.

1.311 Seven-Year Amortization for Reforestation
Individuals in the forestry business (or investors) may amortize the costs of 
reforestation over a seven-year period. For a more detailed description of 
this tax expenditure, see corporate excise item 2.313.

Origin: IRC § 1 94 
Estimate: N.A.

1.312 Expensing Certain Capital Outlays of Farmers
Farmers may use certain favorable accounting rules. For instance, they 
may use the cash basis method of accounting and may deduct up to 50% 
of non-paid farming expenses as current expenses even though these 
expenditures are for inventories on hand at the end of the year. They also 
may deduct certain capital outlays, such as expenses for fertilizers and soil 
and water conservation if they are consistent w ith a federal- or state- 
approved plan. Generally, these special rules are not available to farming 
corporations and syndicates.

Origin: IRC §§ 175, 180 and 182 and Reg. §§ 1.61-4, 1.162-12 and
1.471-6
Estimate: $0.2

1 .4 0 0  DEDUCTIONS FROM ADJUSTED GROSS INCOME

1.401 Deduction for Employee Social Security and Railroad Retirement Payments 
Taxes paid by employees to fund the Social Security and Railroad 
Retirement systems are deductible against "earned" income up to a 
maximum of $2,000 per individual.
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Comment: The estimate also covers item 1.402 below.

Origin: M.G.L. c. 62, § 3B(a)(3)
Estimate: $273.0

1.402 Deduction for Employee Contributions to Public Pension Plans2 
Employee contributions to federal and state contributory pension plans are 
deductible against "earned" income up to a maximum of $2,000 per 
individual.

Origin: M.G.L. c. 62, § 3B(a)(4)
Estimate: Included in item 1.401

1.403 Additional Exemption for the Elderly
A taxpayer age 65 or over is entitled to an additional exemption against 
"earned" income of $700 ($1,400 for a married couple filing jointly if both 
spouses are age 65 or over).

Origin: M.G.L. c. 62, §§ 3B(b)(1)(C) and (2)(C)
Estimate: $12.0

1.404 Additional Exemption for the Blind
A blind taxpayer is allowed an additional exemption against "earned" 
income of $2,200 ($4,400 for a married couple filing jointly if both 
spouses are blind).

Origin: M.G.L. c. 62, §§ 3B(b)(1)(B) and (2)(B)
Estimate: $0.5

1.405 Dependents Exemption Where the Child Earns Income3
Taxpayers are allowed an additional exemption of $1,000 for a dependent 
child even when the child earns income against which a $2,200 personal 
exemption can be taken.

Comment: The estimate cannot be separated from the figure for the 
dependents exemption in endnote 3.

Origin: IRC § 151(c) in effect January 1, 1988 and M.G.L. c. 62 § 3B(b)(3) 
Estimate: N.A.

1.406 Deduction for Dependents under 12
Individual taxpayers and married taxpayers filing jointly w ith  one or more 
dependents under age 12 may deduct $600 against "earned" income if
they do not claim the deduction for child care described in item 1.409 
below.

Origin: M.G.L. c. 62, § 3B(a)(8)
Estimate: $14.0
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1.407 Personal Exemption for Students Age 19 or Over
A taxpayer may claim a dependent exemption of $1,000 for a child who is 
a full-time student even if he or she is 1 9 or over.

Origin: IRC § 151(c) in effect January 1, 1988 and M.G.L. c. 62 § 3B(b)(3) 
Estimate: $6.0

1.408 Deduction for Adoption Fees
Adoption fees paid to a registered adoption agency are deductible against 
"earned" income to the extent they exceed 3% of adjusted gross "earned" 
income.

Origin: M.G.L. c. 62, § 3B(b)(5)
Estimate: $1.0

1.409 Deduction for Business-Related Child Care Expenses
Taxpayers qualifying for the credit for employment-related child care 
expenses in the Internal Revenue Code are allowed a deduction against 
"earned" income for the amount of the expenses which qualify for the 
credit.

Comment: For federal tax purposes, the requirement that employment- 
related child care expenses relate only to children under age 15 was further 
restricted to children under age 13. In addition, a federal change now 
requires a taxpayer to include employer-provided dependent care expenses 
when calculating the limitation amount of qualifying expenses.

Origin: IRC § 21, in effect January 1, 1988 and M.G.L. c. 62, § 3B(a)(7) 
Estimate: $16.0

1.410 Exemption of Medical Expenses
Medical and dental expenses in excess of 7.5% of federal adjusted gross 
income are deductible against "earned" income for taxpayers who itemize 
on their federal returns.

Origin: IRC § 213 and M.G.L. c. 62, § 3B(b)(4)
Estimate: $28.0

1.411 Rent Deduction
Renters may deduct against "earned" income one-half of the rent paid for a 
principal residence located in Massachusetts, up to a maximum of $2,500 
per year.

Origin: M.G.L. c. 62, § 3B(a)(9)
Estimate: $96.0

1.412 Nontaxation of Charitable Purpose Income of Trustees, Executors or 
Administrators
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The adjusted gross income of trustees, executors or administrators which 
is currently payable to or irrevocably set aside for public charitable 
purposes is tax-exempt.

Origin: M.G.L. c. 62, §§ 3 A (a) (2) and B(a)(2)
Estimate: N.A.

1.413 Exemption of Interest on Savings in Massachusetts Banks
Up to $100 ($200 on a joint return) of interest from savings deposits or 
savings accounts in Massachusetts banks is excluded from "earned" 
income.

Origin: M.G.L. c. 62, § 3B(a)(6)
Estimate: $13.0

1 .500  PREFERENTIAL RATE OF TAXATION

1.501 Preferential Treatment of Interest on Savings in Massachusetts Banks 
Interest paid on savings deposits in Massachusetts banks is taxed as 
"earned" income while other interest income is taxed at the higher 
"unearned" income tax rate. The difference is a tax expenditure.

Origin: M.G.L. c. 62, § 2(b)(1)(A)
Estimate: $184.9

1 .600  CREDITS AGAINST TAX

1.601 Renewable Energy Source Credit
Owners and tenants of residential property located w ith in Massachusetts 
who are not dependents and who occupy the property as a principal 
residence are allowed a credit up to $1,000, or an amount equal to 35% of 
the cost of a renewable energy source.

Comment: The tax credit for taxable years commencing after December 
31, 1988 and before January 1, 1991 is limited to 25% of the cost of a 
renewable energy source up to a maximum of $1,000. A fter 1990 the 
credit will be further limited to 15% with the same $1,000 cap.

Origin: M.G.L. c. 62, § 6(d)
Estimate: less than $0.1

1.602 Credit for Removal of Lead Paint
A tax credit is provided in the amount of the cost of removing or covering 
lead paint on each residential unit up to $1,000. A five-year carryover of 
any unused credit is provided.

Origin: M.G.L. c. 62, § 6(e)
Estimate: $8.6
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1.603 Economic Opportunity Area Credit
Businesses investing in qualified property in an Economic Opportunity Area 
are entitled to a credit against tax of 5% of the cost of the property. To 
qualify for this credit, the property must be used exclusively in a certified 
project in an Economic Opportunity Area. To be certified, a project must 
be approved by the Economic Assistance Coordinating Council.

Origin: M.G.L. c. 62, § 6(g)
Estimate: N.A.

1.604 Credit for Employing Former Full-Employment Program Participants 
Employers who continue to employ former participants of the §1 10(1) full 
employment program in non-subsidized positions are eligible to receive a 
tax credit equal to $100 per month for each month of non-subsidized 
employment, up to a maximum of $1,200 per employee, per year.

Origin: St. 1995, c. 5, § 1 10(m)
Estimate: N.A.

KEY: ORIGIN
IRC
U.S.C
M .G.L.
Rev. Rul.; C.B.

Federal Internal Revenue Code (26 U.S.C.)
United States Code
Massachusetts General Laws
Revenue Ruling; Cumulative Bulletin of the U.S.
Treasury

ESTIMATES
All estimates are in $ millions.

ENDNOTES:

'This item and others citing this endnote cover employee fringe benefits. We accept as standard the fo llow ing treatm ent of 
these benefits: the expense incurred by the employer in providing the benefit is properly deductible as a business expense 
and the benefit is taxed as compensation to the employee as if the employee had received taxable compensation and then 
used it to purchase the benefit. Of course, there are problems w ith  this analysis. In some cases, the benefit is more a 
condition of employment than a true benefit. For example, a teacher required to have lunch in the school cafeteria may 
prefer to eat elsewhere even if the school lunch is free. On the other hand, in many cases the provision of tax-free employee 
benefits is clearly a substitution for taxable compensation.

2This item and others citing this endnote cover contributory pension plans. The standard tax treatm ent of these plans is as 
fo llows:
Component Standard Treatment
Contributions: Made out of income which is currently taxed to the employee.
Investment Income: Taxed to the employee as "earned" income.
Distributions from Pension Funds: Tax-free to the extent they are made out of dollars previously taxed to the

employee as contributions or investment income.
The non-standard treatm ent of contributions, investment income, or distributions as described in items 1.006, 1.101, 1.1 04, 
and 1.402, results in either nontaxation or deferrals of tax.
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Estim ates for the basic personal exemptions and the no tax status discussed in the introduction to the personal income tax
are:

Personal exemption for single taxpayers: $1 1 9.0
Personal exemption for married couples: $285.0
Personal exemption for married taxpayers filing separately: $6.0
Dependents exemption: $84.0
Personal exception for heads of households: $13.0
No tax status/Lim ited income credits: $126.6
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Tax Expenditure Budget
Part III: The Corporate Excise and Other Business Excises

In 1780, the Massachusetts Constitution gave to the General Court the power to levy 
"reasonable duties and excises upon any produce, wares, merchandise and commodities 
brought into, produced, manufactured, or being within the Commonwealth."

The corporate excise was enacted in 1919, replacing a corporate franchise tax which was 
levied on the value of capital stock. Initially, the corporate excise was imposed on 
corporate excess (similar to net worth) and on net income.

In 1962, the corporate excess measure was repealed. The tax is now levied on tangible 
property or net worth (depending on the mix of property held by the corporation) and on 
net income.

Revenues from the corporate excise represented 8% of total tax revenues for Fiscal Year 
1 995. The tax ranked third in Fiscal Year 1 995, after the individual income tax and sales 
and use tax, in amounts collected. Corporate excise collections for Fiscal Year 1997 are 
expected to be about $900 million.

Corporate Excise: Basic Structure

Tax Base: Generally, corporations doing business in Massachusetts are subject to a tax 
based on net income and on either tangible property or net worth. Together, these tw o  
measures of tax constitute the corporate excise.

The net income measure of the tax is based on gross income for federal tax purposes with 
certain additions such as interest earned on state obligations, and less certain deductions, 
most of which are allowable under the provisions of the Internal Revenue Code. Many of 
these deductions are considered to be part of the basic structure. For example, in 
providing for depreciation deductions, the basic structure would allow the cost of property 
to be written off over its useful life. However, rules which allow accelerated depreciation 
deductions are listed as tax expenditures.

Corporations whose qualifying tangible assets in Massachusetts equal or exceed 10% of 
their qualifying total assets in Massachusetts apportioned according to the income 
apportionment percentage are taxed on the value of their tangible property. Other 
corporations are taxed on a net worth  basis.

Banks, security corporations, utility corporations, and insurance companies are taxed in a 
different manner, and are generally not included in this budget. Tax expenditures for these 
separately taxed corporations are included, however, where they enjoy the benefit of 
federal and state tax expenditures catalogued in this section, because the taxes to which 
they are subject are based at least in part on net income.
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Taxable Unit: A corporation is a taxpayer separate and distinct from its shareholders.

Rate Structure: The effective excise rate on corporations is 9.5% of net income 
apportioned to Massachusetts, and $2.60 per $1,000 of the value of Massachusetts 
tangible property or net worth allocable to Massachusetts. The minimum tax is $456.

Taxable Period: The taxable period for corporations is either the calendar year or the 
corporation's fiscal year. Estimated payments are made every three months during the 
taxable year. Federal accounting periods and methods have been adopted. Net operating 
loss carry-forwards for losses sustained in tax years ending on or after December 31, 1989 
are allowed. Qualifying losses may be carried forward for no more than five years. Use of 
qualifying losses is phased in over a four-year period beginning in 1990. Net operating loss 
carryforwards may also be taken for losses sustained during a corporation's first five 
taxable years w ithout any phase-in provisions.

Interstate and International Aspects: All domestic corporations are subject to the corporate 
excise by reason of corporate existence at any time during the taxable year. Foreign 
corporations doing business within the state or owning property in the state are also 
subject to the excise. Corporations doing business both w ith in and w ithout Massachusetts 
are entitled to apportion net income if they have income from business activity which is 
taxable in another jurisdiction using a formula based on the proportions of corporate real 
and tangible personal property, payroll, and sales that are located in Massachusetts. Under 
certain circumstances, taxpayers may petition for, or the Commissioner may impose, 
alternate methods of accounting to reflect more fairly a taxpayer's income from business 
operations in Massachusetts.
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Computation of Massachusetts Business Corporation Excise

Gross Receipts or Sales

I
Less Cost of Goods Sold

I
Gross P rofit

I
A pp ly Federal Deductions

I
Federal Taxable Income

A pp ly M assachusetts M od ifica tions

Income (Loss) Subject to  A pportionm en t

A pp ly  Income A pportionm en t Percentage

M assachusetts Apportioned Income

Subtract A dd itiona l M assachusetts Deductions

M assachusetts Taxable Income
Taxable M assachusetts Tangible 

Property or Net W orth

A pp ly Tax Rate o f 9 .5% A pp ly Tax Rate of 0 .2 6 %

Income Excise
I______

Non-Incom e Excise
_______ I

I
Apply Tax Credits

I
Excise Tax Due

I
Add A m ount o f Investm ent Tax Credit Recapture

I
Total Corporation Excise
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Types of Tax Expenditures under the Corporate Excise

As with the personal income tax, the basic structure of the corporate excise is subject to 
several different types of modifications that can produce tax expenditures.

Exclusions from Gross Income: Gross income is the starting point in calculation of the 
income component of the corporate excise. In the absence of tax expenditures, it would 
include all income received from all sources. Items of income that are excluded from gross 
income escape taxation permanently.

Deferrals of Gross Income: Where an item of income is not included in gross income in the 
year when it is actually received, but is instead included in a later year, the result is a tax 
expenditure in the form of an interest-free loan from the state to the taxpayer in the 
amount of the tax payment that is postponed.

Deductions from Gross Income: Certain amounts are subtracted from gross income to 
arrive at taxable income. Many of these deducted amounts reflect the costs of producing 
income (business expenses) and are not properly included in the corporate excise's 
measure of income; such deductions are not tax expenditures. Other deductions, which do 
not reflect business expenses, constitute tax expenditures, which permit corresponding 
amounts of income to escape taxation permanently.

Accelerated Deductions from Gross Income: In a number of cases, corporations are 
allowed to deduct business expenses from gross income at a time earlier than such 
expenses would ordinarily be recognized under accepted accounting principles. The total 
amount of the permissible deduction is not increased but it can be utilized more quickly to 
reduce taxable income. The result is to defer taxes, thus in effect occasioning an interest- 
free loan from the state to the taxpayer.

Adjustments to Apportionment Formula: In the case of a business that earns income both 
inside and outside the Commonwealth, an apportionment formula is used to determine 
what portion of the total business income to allocate to Massachusetts for calculation of 
the corporate excise. When the standard formula is adjusted to reduce the apportionment 
factor for certain businesses, a tax expenditure results. The practical e ffect is to exclude a 
portion of those businesses' income from taxation.

Exclusions from Property Component: In addition to the excise based on income, 
corporations pay a component of the excise based on the value of their property in the 
state. To the extent that certain classes of property are not included in the excise's 
property measure, tax expenditures result.

Credits Against Tax. After a corporation's basic tax liability has been computed, it may 
subtract certain credit amounts in determining the actual amount of taxes due. It is 
important to note that, whereas a one dollar exclusion or deduction results in a tax savings
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of only a few  cents (one dollar times the applicable tax rate), a one dollar credit results in a 
one dollar tax savings.

Entity Exempt from Taxation: In some cases, a business or other entity may be completely 
exempt from taxation. To the extent business or investment income goes untaxed, tax 
expenditures result.

Corporate Excise List of Tax Expenditures

2 .0 0 0  EXCLUSIONS FROM GROSS INCOME

2.001 Small Business Corporations
Certain corporations w ith no more than 35 shareholders may elect to be 
taxed, for both federal and state tax purposes, as "small business 
corporations" or "S corporations." The earnings of an S corporation with 
total receipts of less than $6 million are not generally subject to taxation 
at the corporate level. S corporations w ith  total receipts of $6 million or 
more are subject to a reduced corporate excise; 3% if receipts are $6 
million or more but less than $9 million and 4 .5%  if receipts are $9 million 
or more. In addition, S corporation net earnings (and losses) are attributed 
directly to the shareholders (whether or not they are distributed as 
dividends) and are taxed at the individual shareholder level, generally at a 
5.95% rate. By contrast, ordinary corporate earnings are taxed tw ice, 
once when earned by the corporation at a 9.5% rate, and once when 
distributed to shareholders generally at a 12% rate.
The difference between the manner in which income is taxed to a C 
corporation and its shareholders and an S corporation and its shareholders 
constitutes a tax expenditure. Massachusetts first adopted this 
preferential treatment for closely-held corporations in 1986.

Origin: IRC § 1361-1363 and M.G.L. c. 62, IRC § 1 7A and c. 63, IRC §
32D
Estimate: $15.5

2.002 Exemption of Income from the Sale, Lease or Transfer of Certain Patents 
Income from the sale, lease or other transfer of approved patents for 
energy conservation, and royalties and income from the sale, lease or 
other transfer of property subject to such patents are excluded from gross 
income for a period of five years.

Origin: M.G.L. c. 63, IRC § 30(5)(a)
Estimate: N.A.

2 .1 0 0  DEFERRALS OF GROSS INCOME

2.101 Deferral of Tax on Certain Shipping Companies
Certain shipping companies receive up to a 25-year deferral of tax on that
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portion of their net income which is set aside for construction, 
modernization and major repair of ships.

Origin: 46 U.S.C. § 1177 and IRC § 7518 
Estimate: $0.2

2 .2 0 0  DEDUCTIONS FROM GROSS INCOME

2.201 Charitable Deduction
In computing net income, corporations may deduct charitable donations up 
to 10% of taxable income computed w ithout the deductions. There is a 
carryover of excess contributions available for five succeeding taxable 
years.

Origin: IRC § 1 70 
Estimate: $9.8

2.202 Additional Deduction for Certain Businesses in a Poverty Area (UJIP)
In determining net income, corporations certified by the Urban Job 
Incentive Bureau of the Executive Office of Economic Affairs as operating 
in a poverty area may deduct an additional 25% of a portion of 
compensation paid to their employees who live in a poverty area. The 
effect of the provision is to allow businesses to deduct 125% of the 
wages of these employees.

Origin: M.G.L. c. 63, § 38F 
Estimate: $0.2

2.203 Net Operating Loss Carry-Over
Taxpayers may carry-over for no more than five years (but not carry back) 
net operating losses (NOL) as defined under section 172 of the Internal 
Revenue Code.

Comment: The NOL deduction is limited to a percentage of the net 
income during a phase-in period of four years beginning with the deduction 
limited to 25% of net income in 1990; 50% in 1991; 75% in 1992; and 
100% in 1993 and thereafter. Certain newly organized corporations may 
take a loss carry-over deduction of up to 100% of net income during the 
first five years of their existence.

Origin: IRC § 172 and M.G.L. c. 63, § 305(b) and (ii)
Estimate: $93.6

2.204 Excess Natural Resource Depletion Allowance
Taxpayers in extractive industries (mining or drilling for natural resources) 
may deduct a percentage of gross mining income as a depletion allowance 

percentage depletion") even if the cost basis of the property has been 
reduced to zero. The deduction may not exceed 50% (in some cases,
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65%) of net income from the property. In the case of oil and gas, 
percentage depletion is available only to domestic oil and gas sold by 
"independent producers" (nonintegrated companies). The excess of the 
deduction available using the percentage of gross income method of 
depletion over a depletion deduction based on cost is a tax expenditure.

Origin: IRC §§ 613 and 613A 
Estimate: $0.1

2.205 Deduction for Certain Dividends of Cooperatives
Farmers' cooperatives and certain corporations acting as cooperatives may 
deduct patronage dividends and other amounts out of gross income. 
Cooperatives meeting certain requirements may deduct dividends on 
capital stock and certain payments to patrons such as investment income. 
Under generally accepted rules for taxing corporations, dividends paid to 
shareholders cannot be deducted by the corporation.

Origin: IRC §§ 1381-1388 
Estimate: N.A.

2.206 Abandoned Building Renovation Deduction
Businesses renovating eligible buildings in Economic Opportunity Areas 
may deduct 10% of the cost of renovation from gross income. This 
deduction may be in addition to any other deduction for which the cost of 
renovation may qualify. To be eligible for this deduction, renovation costs 
must relate to buildings designated as abandoned by the Economic 
Assistance Coordinating Council.

Origin: M.G.L. c. 63, § 380  
Estimate: N.A.

2 .3 0 0  ACCELERATED DEDUCTIONS FROM GROSS INCOME

2.301 Accelerated Depreciation on Rental Housing
Landlords and investors in rental housing may use accelerated methods of 
depreciation for new and used rental housing. Rental housing placed in 
service after 1986 is depreciated on a straight-line basis over a 27.5 year 
period. Rental housing placed in service before 1987 was depreciable 
over shorter periods (generally 1 9 or 20 years), and, instead of straight- 
line depreciation, the 175% declining balance method was permitted. 
Straight-line depreciation over the property's expected useful life is the 
generally accepted method for recovering the cost of buildings. The 
excess of allowable depreciation over such generally accepted 
depreciation is a tax expenditure, resulting in a deferral of tax or an 
interest-free loan.
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2.302

2.303

2.304

2.305

Origin: IRC § 1 68 
Estimate: $8.0

Accelerated Depreciation for Rehabilitation of Low-Income Housing 
Expenditures made for the rehabilitation of low-income rental housing may 
be depreciated over a five-year period, using the straight-line method of 
depreciation and ignoring salvage value, if the expenditures are made 
under a binding contract in existence before 1987. Generally, the 
aggregate expenditures qualifying for the deduction cannot exceed 
$20,000 per unit, though they must equal at least $3,000 per unit over 
tw o  consecutive years. Any remaining cost may be depreciated under the 
accelerated methods described in item 2.301. The accelerated recovery 
of costs which otherwise would be depreciable over a longer period 
amounts to a deferral of tax or an interest-free loan.

Origin: IRC § 167(k)
Estimate: N.A.

Expensing for Removal of Barriers to the Handicapped 
Taxpayers may elect to deduct up to $35,000 of the costs of removing 
architectural or transportation barriers to the handicapped in the year 
these costs are incurred. The immediate deduction of these expenditures 
which would otherwise have to be capitalized and depreciated over a 
longer period results in a deferral of tax or an interest-free loan.

Origin: IRC § 1 90 
Estimate: $0.6

Five-Year Amortization of Start-Up Costs
Taxpayers may elect to treat certain capital costs of starting a business as 
deferred expenses and amortize them over five years. W ithout the 
election, only costs for particular assets could be recovered through 
depreciation deductions. Other costs would be part of the basis in the 
business and generally could not be recovered until the business was sold 
or discontinued. The election to amortize these costs allows for a deferral 
of tax or an interest-free loan.

Origin: IRC § 1 95 
Estimate: $2.9

The Accelerated Cost Recovery System (ACRS) for Equipment 
or depreciable tangible personal property placed in service after 1980, 

capital costs must be recovered using the federal Accelerated Cost 
Recovery System (ACRS) which applies accelerated methods of 
depreciation over set periods. For property placed in service after 1986, 
the Federal Tax Reform Act of 1986 prescribes revised ACRS depreciation 
schedules, generally using double-declining balance depreciation over
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specified periods that are substantially shorter than actual useful lives.
The excess of accelerated depreciation over what is considered to be 
normal depreciation for tangible personal property (double-declining 
balance over expected useful lifetimes) is a tax expenditure.

Origin: IRC § 168 
Estimate: $161.6

2.306 Deduction for Excess First-Year Depreciation
Taxpayers may elect to expense certain business assets purchased during 
the taxable year. The total deduction cannot exceed $17,500; for 
taxpayers whose investment in eligible assets exceeds $200,000 in the 
year, the $17,500 ceiling is reduced by $1 for each dollar of investment 
above $200,000. Any remaining cost may be depreciated according to 
ACRS as described in item 2.305. The immediate deduction results in a 
deferral of tax or an interest-free loan.

Origin: IRC § 1 79 
Estimate: $3.8

2.307 Accelerated Depreciation on Buildings (other than Rental Housing) 
Construction may be depreciated under methods which produce faster 
depreciation than economic depreciation. The precise rules have been 
changed repeatedly in recent years by revisions of the federal tax code.
For structures (other than housing) placed in service after 1986, federal 
law requires straight-line depreciation over a 31.5 year life. The excess of 
accelerated depreciation over economic depreciation is a tax expenditure. 
For a more detailed description of accelerated depreciation, see item
2.301 above.

Origin: IRC § 1 68 
Estimate: $22.9

2.308 Expensing Research and Development Expenditures in One Year 
Taxpayers may elect to treat research or experimental expenditures 
incurred in connection w ith  a trade or business as immediately deductible 
expenses. Under generally accepted accounting principles, at least some 
of these costs would otherwise be treated as capital expenditures and 
depreciated or amortized over a period of years. Their immediate 
deduction results in a deferral of tax or an interest-free loan.

Origin: IRC § 1 74 
Estimate: $43.3

2.309 Expensing Exploration and Development Costs
Certain capital costs incurred in bringing a known mineral deposit into 
production are deductible in the year incurred. A portion of domestic
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mining exploration costs can also be expensed, although they will be 
recaptured if the mine reaches the production stage. Certain intangible 
drilling and development costs of domestic oil, gas, and geothermal wells 
are deductible when made, but to a certain extent may be recaptured 
upon disposition of oil, gas, or geothermal property to which they are 
properly chargeable. The immediate expensing of these costs, which 
would otherwise be capitalized and recovered through depreciation or 
through depletion as the natural resource is removed from the ground, 
results in a deferral of tax or an interest-free loan.

Origin: IRC §§ 193, 263(c), 616 and 617 
Estimate: $0.1

2.310 Five-Year Amortization of Certain Operating Rights
Certain bus, trucking and shipping companies may amortize over a five- 
year period the cost of bus route, freight forwarding and certain other 
operating rights that have lost their economic value due to federal 
deregulation of these industries. The five-year amortization of these 
costs, which would otherwise be capitalized and recovered upon the sale 
of the business, results in a deferral of tax or an interest-free loan.

Origin: Tax Reform Act of 1986, § 243 
Estimate: N.A.

2.31 1 Five-Year Amortization of Pollution Control Facilities
Taxpayers may elect to amortize the cost of a certified pollution control 
facility over a five-year period, allowing for accelerated recovery of these 
costs. Accelerated recovery is only available for pollution control facilities 
subsequently added to plants that were in operation before 1976. The 
excess of accelerated recovery over depreciation deductions otherwise 
allowable results in a deferral of tax or an interest-free loan.

Origin: IRC § 1 69 
Estimate: N.A.

2.31 2 Expensing Certain Expenditures for Alternative Energy Sources
In determining net income, a corporation may elect to take an immediate 
eduction for expenditures made for certain solar or wind powered 

systems or units located in Massachusetts and used exclusively in the 
business, in lieu of all other deductions and credits including the deduction 
or depreciation. Without this provision, such expenditures would have to 

be capitalized and depreciated. The immediate deduction results in a 
deferral of tax or an interest-free loan.

Origin: M.G.L. c. 63, $ 38H 
Estimate: $0.7
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2.313 Seven-Year Amortization for Reforestation
Taxpayers may elect to amortize reforestation costs for qualified timber 
property over a seven-year period. In the absence of this special 
provision, these costs would be capitalized and depreciated over a longer 
period or recovered when the timber is sold. The accelerated cost 
recovery results in a deferral of tax or an interest-free loan.

Origin: IRC § 1 94 
Estimate: N.A.

2 .4 0 0  ADJUSTMENTS TO APPORTIONMENT FORMULA

2.401 Unequal Weighting of Sales, Payroll, and Property in the Apportionment 
Formula
Corporations w ith  a presence in Massachusetts and other states allocate 
income to the Commonwealth using a three-factor apportionment formula. 
A corporation's sales, payroll, and property in Massachusetts are 
compared to those outside Massachusetts.

Exporters benefit from an apportionment formula that weights sales more 
heavily than the other factors. Effective January 1, 1996, eligible defense 
corporations will be allowed a formula that weights sales 100%. For 
other manufacturers, a 100% sales weight is phased-in over five years.
All other corporations will continue to use a formula that weights sales 
50%.

Comment: In listing this item, it is assumed that a standard 
apportionment formula gives equal weight to sales, property and payroll. 
The estimate is of the impact of departing from this standard formula.

Origin: M.G.L. c. 63, § 38 (c)
Estimate: $126.8

2 .5 0 0  EXCLUSIONS FROM PROPERTY COMPONENT

2.501 Nontaxation of Certain Energy Property
Tangible property qualifying for the deduction for expenditures for 
alternative energy described in item 2.312 above is not subject to taxation 
under the tangible property measure of the corporate excise.

Origin: M.G.L. c. 63, § 3 8 H(f)
Estimate: N.A.

2.502 Exemption for Property Subject to Local Taxation
In computing the state corporate excise on tangible property, property 
subject to tax at the local level is exempt. Generally, the state taxes only 
the machinery of manufacturing corporations and exempts business real 
estate and tangible personal property.
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Comment: For purposes of estimating revenue loss from this tax 
expenditure the state's rate on property, $2.60 per $1,000, has been 
applied. It should be noted that the tax burden on property taxed at the 
state level under the corporate excise is less than a f if th  of the average 
burden on property taxed locally.

Origin: M.G.L. c. 63, § 30(7)
Estimate: $89.8

2 .6 0 0  CREDITS AGAINST TAX

2.601 Tax Credit for Building in a Poverty Area (UJIP)
A corporation operating an eligible business in a poverty area may take a 
credit against the corporate excise equal to the excess of the relevant 
local property tax rate over the average statewide property tax rate, 
multiplied by the assessed value of the corporation's real estate, and 
divided by $ 1,000.

Origin: M.G.L. c. 63, § 38E 
Estimate: $0.4

2.602 Investment Tax Credit
Manufacturing corporations, research and development corporations and 
corporations engaged primarily in agriculture or commercial fishing are 
entitled to a credit against tax for investments in qualified tangible 
property. The amount of the credit is 3% of the cost or other basis of the 
property for federal income tax purposes. Total credits taken by a given 
corporation in a taxable year cannot exceed 50% of tax liability. Unused 
credits may be carried over to subsequent years. If property qualifying for 
the investment credit is disposed of or no longer in use, a corporation 
must repay in the year of disposition the portion of the credit allocable to 
the remaining useful life of the property.

Comment: Motor vehicles and trailers subject to the motor vehicle excise 
no longer qualify for the credit.

Origin: M.G.L. c. 63, § 31A 
Estimate: $24 .5 1

2.603 Vanpool Credit
A corporation may take a credit against excise due equal to 30% of the 
cost incurred during the taxable year for the purchase or lease of company 
shuttle vans used in the Commonwealth for employee transportation.

Origin: M.G.L. c. 63, §§ 31D, 31E, and 31F 
Estimate: $ 0.8
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2.604 Research Credit
Corporations are entitled to a credit against tax for research and 
development expenditures. The amount of the credit is equal to the sum 
of 10% of qualified research expenses each year in excess of a base 
amount, and 15% of basic research payments, in excess of a base 
amount. The credit is limited to the first $25,000 of excise plus 75% of 
any excise in excess of $25,000. Unused credits may be carried over to 
subsequent years. Effective January 1, 1995, qualified defense 
corporations may calculate this credit separately for defense related 
research expenditures and non-defense related expenditures.

Origin: M.G.L. c. 63, § 38M 
Estimate: $50.7

2.605 Economic Opportunity Area Credit
Businesses investing in qualified property in an Economic opportunity Area 
are entitled to a credit against tax of 5% of the cost of the property. To 
qualify for this credit, the property must be used exclusively in a certified 
project in an Economic Opportunity Area. To be certified, a project must 
be approved by the Economic Assistance Coordinating Council.

Origin: M.G.L. c. 63, § 38N 
Estimate: N.A.

2.606 Credit for Employing Former Full-Employment Program Participants 
Employers who continue to employ former participants of the §110(1) full 
employment program in non-subsidized positions are eligible to receive a 
tax credit equal to $100 per month for each month of non-subsidized 
employment, up to a maximum of $1,200 per employee, per year.

Origin: St. 1995, c. 5, § 110(m)
Estimate: N.A.

2 .7 0 0  ENTITY EXEMPT FROM TAXATION

2.701 Exemption of Credit Union Income
Credit unions, which are in effect mutual business organizations, are 
considered tax-exempt organizations for federal income tax purposes and 
therefore are exempt from the corporate excise as well.

Comment: The estimate applies to state-chartered credit unions only.

Origin: IRC § 501 (c)( 14)(A) and M.G.L. c. 63, § 30(1)
Estimate: $7.5

2.702 Tax-Exempt Organizations
Corporations considered to be tax-exempt under section 501 of the 
Internal Revenue Code (such as religious, scientific and educational
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organizations) are exempt from tax under the corporate excise. The 
nontaxation of their net income and property creates a tax expenditure.

Origin: IRC § 501 and M.G.L. c. 63, § 30(1)
Estimate: N.A.

2.703 Exemption for Regulated Investment Companies
Corporate Regulated Investment Companies are exempt from the 
corporate excise. The nontaxation of their net income and property 
creates a tax expenditure.

Origin: M.G.L. c. 63, §§ 30 and 38B 
Estimate: N.A.

KEY: ORIGIN
IRC Federal Internal Revenue Code (26 U.S.C.)
M.G.L. Massachusetts General Laws
U.S.C. United States Code
ESTIMATES

________All estimates are in $ millions.______

ENDNOTE:

This estimate takes into account the dynamic economic effects of th is tax expenditure. For further information, see the 
Introduction.
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Tax Expenditure Budget 
Part IV: Sales and Use Tax

Massachusetts imposes a sales and use tax on retail sales. In addition to the sales and use 
tax, there are several separate excises, each limited to a particular type of commodity. 
These special excises have not been included in this tax expenditure budget.

The Massachusetts sales and use tax, first imposed in 1966, is levied at a rate of 5%. The 
sales tax applies to sales made within the state, and the use tax to property and services 
purchased outside of Massachusetts but intended for use within the state.

Revenues brought in by the sales and use tax represented 22% of total tax revenues for 
Fiscal Year 1 995. The tax ranks second, after the individual income tax, in amounts 
collected. Sales and use tax collections for Fiscal Year 1997 are expected to be about $2.7 
billion.

Sales and Use Tax: Basic Structure

Tax Base: For the purposes of this tax expenditure budget, we have chosen not to make 
any assumptions about the base of the Massachusetts sales and use tax. Some people take 
a narrow view of what a retail sale is, limiting the term to sales to final consumers, i.e , 
individuals. Others would include sales to businesses, especially in instances where the 
purchase will not become an ingredient or component in a product to be sold. In an effort 
to acknowledge both theories, we will simply list the various exemptions under the sales 
tax. Some or many of these exemptions would be considered to be properly excluded from 
the tax base depending upon one's point of view.

Taxable Unit: The sales and use tax is an in rem  tax; that is, it is levied on the property or 
service to be sold or used.

Rate Structure: The sales and use tax rate is 5% of the purchase price.

Taxable Period: The tax is imposed at the time of sale or use and remitted at specified 
intervals by the vendor.
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Sales and Use Tax Computation of Massachusetts and Use Tax by Vendor*

Gross Receipts 
From Taxable Sales

I
A pp ly  5%  Tax

I
Sales Tax

*  A purchaser is also responsible fo r paying use tax  d irec tly  to the 
Com m onw ealth on the sales price of taxable property  or services purchased 
ou t-o f-s ta te  and stored, used, or o therw ise consum ed in the Commonwealth, 
provided tha t a sales and use tax of 5%  or more has not been paid separately 
to another state.
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Interstate and International Aspects: Massachusetts applies the destination principle to 
international and interstate sales. Accordingly, exports are exempt and imports are taxable 
under either the sales or the use tax. Similarly, taxable services performed in the 
Commonwealth but used outside of the Commonwealth are exempt from sales tax. 
Statutory exemptions for exports of property and for services used outside of the 
Commonwealth are therefore not listed as tax expenditures.

Types of Tax Expenditures under the Sales Tax

In the case of the sales tax, all tax expenditures are of a single type. They all result from 
the exclusion of certain transactions from the taxable base. The exclusion can be based on 
any of a number of characteristics of the transaction - who the buyer is, who the seller is, 
what the product or service is, what the product or service will be used for, etc. - but 
structurally all such tax expenditures operate in the same way. Hence, we have omitted 
the designation of tax expenditure types from the descriptions in this section.

Sales and Use Tax List of Tax Expenditures

3 .0 0 0  EXEMPT ENTITIES

3.001 Exemption for Sales to the Federal Government
Sales to the federal government are exempt from sales tax.

Origin: M.G.L. c. 64H, § 6(d)
Estimate: N.A.

3.002 Exemption for Sales to the Commonwealth
Sales to the Commonwealth, its agencies and political subdivisions are 
exempt from sales tax.

Origin: M.G.L. c. 64H, § 6(d)
Estimate: N.A.

3.003 Exemption for Sales to Tax-Exempt Organizations
Non-profit organizations are exempt from sales tax on purchases of goods 
and services to be used in carrying out their tax-exempt purposes.

Comment: This estimate excludes sales of building materials and supplies 
used in construction contracts, which are covered under item 3.412.

Origin: M.G.L. c. 64H, § 6 (e) and (x)
Est ima te :  $ 2 9 1 . 2

3 .1 0 0  EXEMPT PRODUCTS/SERVICES

3.101 Exemption for Food
Food for human consumption is exempt from sales tax, including food
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purchased with federal food stamps. The exemption does not cover meals 
served in restaurants and similar establishments. Meals are taxed under 
the sales tax at a rate of 5%.

Origin: M.G.L. c. 64H, § 6(h) and (kk)
Estimate: $341.0

3.102 Exemption for Certain Food and Beverages Sold in Restaurants 
Although generally food and beverages sold in restaurants are taxed, there 
are certain exceptions. These are: a) food sold by weight, measure, count, 
or in unopened original containers or packages (for example, milk, meat, 
bread), b) beverages in unopened original containers which have a capacity 
of at least 26 fluid ounces, and c) bakery products sold in units of six or 
more.

Origin: M.G.L. c. 64H, § 6(h)
Estimate: N.A.

3.103 Exemption for Clothing
Sales of clothing or footwear up to $175 per item are exempt from sales 
tax. The exemption does not include special clothing or footwear designed 
for athletic or protective uses and not normally worn except for these uses.

Origin: M.G.L. c. 64H, § 6(k)
Estimate: $207.0

3.104 Exemption for Medical and Dental Supplies and Devices
Medical and dental supplies and devices, such as prescription drugs, 
oxygen, blood, artificial limbs and eyeglasses, are exempt from sales tax.

Comment: Data was only available for some of the exempt items.

Origin: M.G.L. c. 64H, § 6(l) and (z)
Estimate: $71.0

3.105 Exemption for Water
Sales and service of water are exempt from sales tax.

Origin: M.G.L. c. 64H, § 6(i)
Estimate: $23.0

3.106 Exemption for Newspapers and Magazines 
Newspapers and magazines are exempt from sales tax.

Origin: M.G.L. c. 64H, § 6(m)
Estimate: $43.0

3.107 Exemption for the American Flag
The American flag is exempt from sales tax.
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Estimate: N.A.
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3.108 Exemption for Certain Precious Metals
Sales valued at $1,000 or more of the following precious metals are 
exempt from the sales tax: rare coins of numismatic value; gold or silver 
bullion or coins; and gold or silver tender of any nation except the Republic 
of South Africa or Namibia which is traded and sold according to its value 
as precious metal. Fabricated precious metals which have been processed 
or manufactured for industrial, professional, or artistic use do not qualify 
for the exemption.

Origin: M.G.L. c. 64H, § 6(ll)
Estimate: N.A.

3.109 Exemption for Cement Mixers
Concrete mixing units mounted on the back of trucks are exempt from 
sales tax. Spare parts for such units are also exempt. The truck chassis is 
subject to sales tax.

Origin: M.G.L. c. 64H, § 6(y)
Estimate: N.A.

3.1 10 Exemption for Fertilizers, Insecticides and Fungicides
Fertilizers, insecticides and fungicides are exempt from sales tax.

Origin: M.G.L. c. 64H, § 6(p)
Estimate: $0.8

3.1 1 1 Exemption for Meals Served by Continuing Care Facilities
Meals served by continuing care facilities to residents of those facilities are 
exempt from the sales tax on meals.

Origin: uncodified 
Estimate: N.A

3 .2 0 0  EXEMPT, TAXED UNDER ANOTHER EXCISE

3.201 Exemption for Alcoholic Beverages
Alcoholic beverages, except those sold in restaurants and similar establish
ments, are exempt from sales tax. They are subject to an excise at a rate 
which is in most cases higher than 5% of the retail price. Exceptions are 
cider and beer. On these tw o  items, the excise is equivalent to a sales tax 
rate of approximately 1 % on cider and 2% on beer.

Comment: Revenues collected under the alcoholic beverages excise for 
Fiscal Year 1995 were $60.7 million.
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Origin: M.G.L. c. 64H § 6(g)
Estimate: $83.0

3.202 Exemption for Motor Fuels
Motor fuels are exempt from sales tax. They are subject to an excise at a 
rate higher than 5% of the retail price.

Comment: The estimate represents revenues that would be collected 
under the sales tax if all motor fuels were taxed at 5%. Under the motor 
fuels and special fuels excises, revenues for Fiscal Year 1995 were $577.5 
million. The Massachusetts motor fuels tax rate is currently 19.1% of the 
average price per gallon, w ith  a $.21 minimum.

Origin: M.G.L. c. 64H, § 6(g)
Estimate: $165.0

3 .3 0 0  EXEMPT COMPONENT OF A PRODUCT OR CONSUMED IN PRODUCTION

3.301 Exemption for Items Used in Making Clothing
Sales of materials used in making clothes, such as thread and fabric, are 
exempt from sales tax.

Origin: M.G.L. c. 64H, § 6(v)
Estimate: $2.1

3.302 Exemption for Materials, Tools, Fuels and Machinery Used in Manufacturing 
Materials, tools, fuels and machinery, including spare parts, used in 
manufacturing are exempt from sales tax if they become components of a 
product to be sold or are consumed or directly used in the manufacturing 
process.

Comment: The estimate is only for machinery and equipment. Components 
are not included to avoid double counting.

Origin: M.G.L. c. 64H, § 6 (r) and (s)
Estimate: $166.1

3.303 Exemption for Materials, Tools, Fuels and Machinery Used in Research and 
Development
Materials, tools, fuels and machinery, including spare parts, used in 
research and development by certified manufacturing or research and 
development corporations are exempt from sales tax.

Origin: M.G.L. c. 64H, § 6 (r) and (s)
Estimate: $22.6

3.304 Exemption for Materials, Tools, Fuels, and Machinery Used in Furnishing 
Power to Consumers
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Materials, tools, fuels, and machinery, including spare parts, used in 
furnishing gas, water, steam, or electricity to consumers through mains, 
lines or pipes are exempt from sales tax if they are consumed or directly 
used in furnishing the power.

Origin: M.G.L. c. 64H, § 6(r) and (s)
Estimate: $80.3

3.305 Exemption for Materials, Tools, Fuels, and Machinery Used in Furnishing 
Power to an Industrial Manufacturing Plant
Materials, tools, fuels, and machinery, including spare parts, used in 
furnishing power to an industrial manufacturing plant are exempt from 
sales tax if they are consumed or directly used in furnishing the power.

Origin: M.G.L. c. 64H, § 6(r) and (s)
Estimate: $ 1 5.4

3.306 Exemption for Materials, Tools, Fuels, and Machinery Used in Newspaper 
Printing
Materials, tools, fuels, and machinery, including spare parts, used in 
newspaper printing are exempt from sales tax if they become components 
of a product to be sold or are consumed or directly used in newspaper 
publishing.

Comment: The estimate below excludes fuel inputs which are included in 
items 3.401, 3 .402 and 3.403.

Origin: M.G.L. c. 64H, § 6(r)&(s)
Estimate: $22.1

3.307 Exemption for Certain Items Used in the Manufacturing of Cast Metal 
Products
Patterns, molds, dies, tools, sandhandling equipment, and machinery, 
including spare parts, used exclusively in the manufacturing of cast metal 
products are exempt from sales tax.

Comment: To the extent the exemption covers machinery used in 
manufacturing, the estimate is included in item 3.302.

Origin: M.G.L. c. 64H, § 6(ee)
Estimate: N.A.

3.308 Exemption for Materials, Tools, Fuels, and Machinery Used in Agricultural 
Production
Materials, tools, fuels, and machinery, including spare parts, used in 
agricultural production are exempt from sales tax if they become 
components of products to be sold or are consumed or directly used in 
agricultural production. The exemption includes the same items when used
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for the production of livestock, poultry and animals in research.

Origin: M.G.L. c. 64H, § 6(r) and (s)
Estimate: $3.1

3.309 Exemption for Materials, Tools, Fuels, and Machinery Used in Commercial 
Fishing
Materials, tools, fuels, and machinery, including spare parts, used in 
commercial fishing are exempt from sales tax if they become components 
of a product to be sold or are consumed or directly used in commercial 
fishing.

Origin: M.G.L. c. 64H, § 6(r) and (s)
Estimate: $1.7

3.310 Exemption for Materials, Tools, Fuels and Machinery Used in Commercial 
Radio and TV Broadcasting
Materials, tools, fuels and machinery, including spare parts, used in 
commercial radio and TV broadcasting are exempt from sales tax.

Origin: M.G.L. c. 64H, § 6(r) and (s)
Estimate: $1.4

3 .4 0 0  EXEMPTIONS FOR SPECIFIED USES OF PRODUCTS/SERVICES

3.401 Exemption for Electricity
Residential electricity, electricity purchased by businesses with five or 
fewer employees, and electricity purchased for qualified industrial use are 
exempt from sales tax.

Origin: M.G.L. c. 64H, § 6(i) and (qq)
Estimate: $113.0

3.402 Exemption for Fuel Used for Heating Purposes
Residential heating fuel, heating fuel purchased by businesses with five or 
fewer employees and heating fuel purchased for qualified industrial use are 
exempt from sales tax.

Origin: M.G.L. c. 64H, § 6(j) and (qq)
Estimate: $54.0

3.403 Exemption for Piped and Bottled Gas
Residential gas, gas purchased by businesses w ith  five or fewer employees 
and gas purchased for qualified industrial use are exempt from sales tax.

Origin: M.G.L. c. 64H, § 6(i) and (qq)
Estimate: $57.0
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3.404

3.405

3.406

3.407

3.408

3.409

3.410

Exemption for Steam
Residential steam, steam purchased by businesses w ith  five or fewer 
employees and steam purchased for qualified industrial use are exempt 
from sales tax.

Origin: M.G.L. c. 64H, § 6(i) and (qq)
Estimate: $4.0

Exemption for Certain Energy Conservation Equipment
Equipment for a solar, wind or heat pump system used as a primary or
auxiliary energy source in a principal residence is exempt from sales tax.

Comment: Data was only available for solar and wind equipment.

Origin: M.G.L. c. 64H, § 6(dd)
Estimate: N.A.

Exemption for Funeral Items
Coffins, caskets, and other funeral items are exempt from sales tax.

Origin: M.G.L. c. 64H, § 6(n)
Estimate: $5.0

Exemption for a Motor Vehicle for a Paraplegic
A motor vehicle owned and registered for the personal use of a paraplegic 
is exempt from sales tax.

Origin: M.G.L. c. 64H, § 6(u)
Estimate: $0.6

Exemption for Textbooks
Textbooks and other books required for instruction in educational 
institutions are exempt from sales tax.

Origin: M.G.L. c. 64H, § 6(m)
Estimate: $10.0

Exemption for Books Used for Religious Worship
Bibles, prayer books and other books used for religious worship are exempt 
from sales tax.

Origin: M.G.L. c. 64H, § 6(m)
Estimate: N.A.

Exemption for Containers
Most containers are exempt from sales tax. These include sales of empty 
returnable and non-returnable containers to be filled and resold, containers 
whose contents are exempt from the sales tax and returnable containers 
when sold w ith  the contents or resold for refilling.
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Origin: M.G.L. c. 64H, § 6(q)
Estimate: $91.0

3.41 1 Exemption for Certain Sales by Typographers, Compositors Color 
Separators
Sales by typographers, compositors or color separators of composed type, 
film positives and negatives and reproduction proofs, or transfers of such 
items to a printer, publisher, or manufacturer of folding boxes for use in 
printing, are exempt from sales tax.

Origin: M.G.L. c. 64H, § 6 (gg)
Estimate: N.A.

3.412 Exemption for Sales of Building Materials and Supplies to be Used in 
Connection with Certain Construction Contracts
Materials and supplies used in connection w ith  construction contracts with 
the United States and Massachusetts and its subdivisions are tax exempt 
where the construction is for public purposes. Materials and supplies used 
in connection with construction contracts w ith  a tax-exempt organization 
are tax exempt where the construction is to be used exclusively in carrying 
out the organization s charitable purpose. The exemption includes rentals of 
equipment as well.

Origin: M.G.L. c. 64H, § 6(f)
Estimate: $116.7

3.413 Exemption for Plants and Seeds
Plants and parts of plants suitable for planting to produce food for human 
consumption are exempt from sales tax.

Origin: M.G.L. c. 64H, § 6(p)
Estimate: $0.4

3.414 Exemption for Feed
Feed for livestock and poultry to be sold or to be used for human
consumption or research, and feed for pelt-producing animals, is exempt 
from sales tax.

Origin: M.G.L. c. 64H, § 6(p)
Estimate: $1.8

3.41 5 Exemption for Livestock and Poultry
Livestock and poultry of a kind which ordinarily constitutes human 
consumption are exempt from sales tax.

Origin: M.G.L. c. 64H, § 6(p)
Estimate: N.A.
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3.416

3.417

3.418

3.419

3.420

3.421

Exemption for Commercial Fishing Vessels
Vessels, machinery, equipment and spare parts used exclusively in 
commercial fishing are exempt from sales tax.

Origin: M.G.L. c. 64H, § 6(o)
Estimate: $1.0

Exemption for Commuter Boats
Vessels, materials, tools, repair and spare parts used exclusively to provide 
scheduled commuter passenger service are exempt from sales tax.

Origin: M.G.L. c. 64H, § 6 (pp)
Estimate: N.A.

Exemption for Fuels, Supplies and Repairs for Vessels Engaged in Interstate 
or Foreign Commerce
Fuels, supplies and repairs for vessels engaged in interstate or foreign 
commerce are exempt from sales tax.

Comment: Data was only available for fuels sold to bunkering vessels.

Origin: M.G.L. c. 64H, § 6(o)
Estimate: $1.5

Exemption for Fuel Used in Operating Aircraft and Railroads
Fuel used in operating aircraft and railroads is exempt from sales tax.

Comment: A t a community 's option, jet fuel may be subject to a local tax 
at a rate of $0.05 per gallon or 5%, whichever is higher. For Fiscal Year 
1 995, local revenues from this source were $11.8 million.

Origin: M.G.L. c. 64H, § 6(j)
Estimate: $13.7

Exemption for Sales of Certain New or Used Buses
New and used buses which provide scheduled intra-city local service and 
are used by common carriers certified by the Department of Public Utilities 
are exempt from sales tax. The exemption includes replacement parts, 
materials and tools used to maintain or repair these buses.

Origin: M.G.L. c. 64H, § 6(aa)
Estimate: N.A.

Exemption for Films
Motion picture films for commercial exhibition are exempt from sales tax.

Origin: M.G.L. c. 64H, § 6(m)
Estimate: N.A.
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3.422 Exemption for Telephone and Telegraph Services
Residential telecommunications services which are billed on a recurring 
monthly basis of up to $30 per month are exempt from sales tax.

Origin: M.G.L. c. 64H, § 6(i)
Estimate: $38.0

3 .5 0 0  EXEMPT NOT TAXABLE AS TANGIBLE PERSONAL PROPERTY

3.501 Nontaxation of Transfers of Real Property
Real estate is exempt from sales tax but is subject to a deeds excise at a 
rate of 0 .456%  of the taxable price of the property.

Comment: Barnstable County levies a deeds excise at a rate of 0 .570%  of 
the taxable price of the property. The estimate represents revenues that 
would be collected under the sales tax if sales of real property were taxed 
at 5%.

Origin: General exclusion of real property transactions 
Estimate: $877.2

3.502 Nontaxation of Rentals of Real Property
Rental charges for real property are exempt from sales tax. However, 
rentals of rooms in hotels, motels or lodging houses are subject to a state 
excise at a rate of 5.0% of the rental price and, at a community 's option, 
to a local excise of up to 4% of the rental price.

Origin: General exclusion of real property transactions 
Estimate: $518.9

3.503 Nontaxation of Certain Services
Certain services are not subject to sales tax.

Comment: This estimate includes a range of services to individuals and 
businesses which are excluded from taxation by their omission from the 
statutory definition of services.

Origin: M.G.L. c. 64H 
Estimate: $1,204.0

3 .6 0 0  MISCELLANEOUS EXEMPTIONS

3.601 Exemption for Casual or Isolated Sales
Casual or isolated sales (sales by private parties) are exempt from sales 
tax, except casual sales of motor vehicles, trailers, airplanes and boats. 
Sales of these listed items are exempt only when they are between family 
members.
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3.602 Exemption for Vending Machine Sales
Vending machine sales of ten cents or less are exempt from sales tax. In 
addition, sales through vending machines which exclusively sell snacks and 
candy w ith  a sales price of less than one dollar are exempt from the sales 
tax on meals.

Origin: M.G.L. c. 64H, § 6(h) and (t)
Estimate: N.A.

3.603 Exemption for Certain Meals
Meals prepared by churches and hospitals, meals provided to organizations 
for the elderly, and meals provided by educational institutions are exempt 
from sales tax.
Comment: Estimate is for school lunches only.

Origin: M.G.L. c. 64H, § 6(cc)
Estimate: $5.4

3.604 Exemption for Certain Bed and Breakfast Establishments from Sales Tax on 
Meals and Room Occupancy Excise
Owner-occupied one, tw o  and three-room bed and breakfast 
establishments are exempt from both the sales tax on meals and the room 
occupancy excise.

Origin: M.G.L. c. 64G, § 1, 2, 3, 3A and 6, and M.G.L. c. 64H, § 6(h) 
Estimate: N.A.

3.605 Exemption for Certain Summer Camps from Sales Tax on Meals and Room 
Occupancy Excise
An exemption from both the sales tax on meals and the room occupancy 
excise is provided for summer camps for children age 18 and under, or for 
summer camps for developmentally disabled individuals. Camps that 
satisfy the above criteria but offer their facilities during the off-season to 
individuals 60 years of age or over for 30 days or less in any calendar year 
will not lose their exemption.

Comment: Estimate is for meals only.

Origin: M.G.L. c. 64G, § 2 and M.G.L. c. 64H, § 6(cc)
Estimate: $0.4

3.606 Exemption for Trade-in Allowances for Motor Vehicles and Trailers 
Motor vehicles and trailers bought in a trade-in transaction are only subject 
to sales tax on the excess of the purchase price over the amount credited 
for the trade-in.
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Origin: Massachusetts Statute 1 990, c. 1 21, § § 55, 66, 1 1 1 and M.G.L c. 
64H, 26 and M.G.L. c. 64I, § 27 
Estimate: $46.1

3.607 Exemption for Publications of Tax-Exempt Organizations
The publications of tax-exempt organizations are exempt from sales tax.

Comment: Data was only available for books published by tax-exempt
organizations.

Origin: M.G.L. c. 64EI, § 6(m)
Estimate: $3.8

3.608 Exemption for Gifts of Scientific Equipment
Gifts of scientific equipment or apparatus by manufacturers to non-profit 
educational institutions or to the Massachusetts Technology Park 
Corporation are exempt from sales tax. Manufacturers donating the above 
equipment have purchased the components in sales which are tax-exempt 
because the components are used in products to be sold. Where, in fact, 
the equipment is not sold, but rather donated, the donor would ordinarily 
be subject to sales tax.

Origin: M.G.L. c. 64H, $§ 6 (jj)
Estimate: $ 1 1.0

3.609 Exemption for Vessels or Barges of 50 Tons or Over
Vessels or barges weighing 50 tons or over are exempt from sales tax 
when constructed in-state and sold by the builder.

Origin: M.G.L. c. 64H, § 6(o)
Estimate: N.A.

3.610 Exemption for Rental Charges for Refuse Containers
Rental charges in connection w ith  service contracts by and between waste 
service firms and customers for refuse containers or bins are exempt from 
sales tax when the containers are placed on the customer's premises by 
waste service firms.

Origin: M.G.L. c. 64H, § 6(ii)
Estimate: N.A.

3.611 Exemption for Honor Trays
Food items purchased from honor trays are exempt from sales and meals 
taxes, provided that no item on the honor tray is sold for $1 or more.
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Honor trays are vending carts in workplaces from which snacks may be 
purchased on the honor system.

Origin: M.G.L. c. 64H, § 6 (h)
Estimate: N.A.

KEY: ORIGIN
M .G .L. Massachusetts General Laws
ESTIMATES
All estimates are in $ millions.
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Part V: Estate Tax and Generation-Skipping Tax

Estate Tax and Generation-Skipping Tax

These taxes are imposed on the transfer of property (wealth) by an individual to others.

The Massachusetts estate tax is levied on transfers at death. It was enacted in 1975 to 
replace an earlier inheritance tax. (The inheritance tax continues to apply to estates of 
decedents who died before January 1, 1976.) The Massachusetts estate tax ties into the 
federal estate tax in effect on January 1, 1975. Therefore, subsequent federal estate tax 
amendments do not apply for Massachusetts.

In 1983, Massachusetts adopted a generation-skipping tax. This tax is imposed on 
transfers of property to remote generations (usually by means of trusts). It attempts to 
produce the same amount of tax that would be levied if the property were taxed in each 
generation. The Massachusetts generation-skipping tax is tied to the federal generation
skipping tax in effect on December 31, 1981.

On January 1, 1993, Massachusetts began to phase out the state estate tax by increasing 
the exemption from $200,000 to $300,000 and eliminating the $1,500 credit. On January 
1, 1996, the exemption will be raised to $600,000. For more details on the elimination of 
the Massachusetts estate tax and the implementation of a "sponge" tax, see Appendix A, 
Recent Law Changes Affecting Tax Expenditures. In the federal system, in addition to the 
estate and generation-skipping taxes, there is also a gift tax. Because the absence of a gift 
tax creates an incentive to transfer property during one's lifetime, we are treating the 
absence of a gift tax in Massachusetts as a tax expenditure.

Revenues from the estate tax represented 1.9% of total tax revenues for Fiscal Year 1995. 

Estate Tax and Generation-Skipping Tax: Basic Structure

Tax Base: The base of the estate tax is the transfer of Massachusetts property at death. 
The transfer is a net value, that is, the value of the gross estate less debts, administration 
expenses, funeral expenses, and claims. The base of the generation-skipping tax is a 
transfer of property which skips one or more generations.

Taxable Unit: The taxable unit for the estate tax is the individual decedent. The taxable 
unit for the generation-skipping tax is the "deemed transferor", i.e., the person in the 
intervening generation through whom the property is deemed to pass to the recipient. The 
deemed transferor's estate is the measure of the tax rate. The transferee is liable for the 
tax.

Rate Structure: The estate tax is imposed at graduated rates ranging from 5% of the first 
$50,000 of taxable estates to 16% on the excess of taxable estates over $4 million. 
Estates valued below a certain dollar threshold are exempt from the estate tax, and the tax
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at the ordinary graduated rates is phased in for estates slightly above the threshold. The 
threshold is $400 ,000  for decedents dying in 1994, $500,000  in 1995, and $600,000 in 
1996. This basic exemption is not considered to be a tax expenditure, but rather the point 
where the rate structure begins to apply. However, because policy makers may be 
interested in the effects of adjusting the dollar amount for the exemption, an estimate is 
provided for it in endnote 1 in the list of estate tax and generation-skipping tax 
expenditures. The minimum tax is the amount of state death taxes allowable as a credit 
against the federal estate tax.

The generation-skipping tax is equal to the amount of the credit allowed under the federal 
generation-skipping tax for Massachusetts transfer tax paid by the deemed transferor s 
estate on the property transferred.

Taxable Period: The taxable period is the lifetime of the decedent, w ith  the tax required to 
be paid at least each generation. The estate tax is levied at the decedent's death, w ith  the 
tax due nine months thereafter. The generation-skipping tax is imposed at the time of the 
generation-skipping transfer.

Interstate and International Aspects: Under the estate tax, estates of resident decedents 
are taxed on property included in the federal gross estate, excluding the value of real and 
tangible personal property located outside the state. Estates of nonresident decedents are 
generally taxed on real and tangible personal property located in Massachusetts. The 
generation-skipping tax only applies when the original transferor was a Massachusetts 
resident at the time of the first transfer or when the property transferred includes 
Massachusetts property.
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Computation of the Massachusetts Estate Tax
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Types of Tax Expenditures under the Estate Tax

In the case of the estate tax, tax expenditures can result from any of several aspects of the 
tax's structure. In practice, estate tax expenditures fall into the following categories.

Exclusions from Transfer Taxation: The Massachusetts estate tax only taxes those 
transfers that occur on account of the death of the transferor. Other transfers, including 
most lifetime gifts, are not reported for estate tax purposes and are not subject to tax.

Exclusions from Gross Estate: The gross estate is the starting point for calculation of 
estate tax liability and, in the absence of tax expenditures, would include all property that 
is transferred on account of the transferor's death. To the extent that certain types of 
property are omitted from the gross estate, tax expenditures result.

Preferential Valuations of Property: In general, the property comprising the gross estate is 
taxed on the basis of its fair market value. Where certain types of property are evaluated 
on the basis of rules that attribute lower values to them, tax expenditures result.

Deductions from Adjusted Gross Estate: Certain amounts are subtracted from the gross 
estate to arrive at the adjusted gross estate, and then others are subtracted from the 
adjusted gross estate to arrive at the taxable estate. Many of these items represent 
expenses and liabilities of the estate, which reduce the estate that is transferred to heirs 
and hence should not be included in the basic structure of the estate tax. Other deductions 
from the adjusted gross estate constitute tax expenditures.

Estate Tax and Generation-Skipping Tax List of Tax Expenditures 1

4 .0 0 0  EXCLUSIONS FROM TRANSFER TAXATION

4.001 Nontaxation of Lifetime Transfers
Massachusetts has no gift tax. A tax expenditure results in that lifetime 
transfers are preferred over transfers at death. However, gifts made within 
three years of death which are in excess of $10,000 are taxable.

Origin: M.G.L. c. 65C §1(d)
Estimate: $7.1

4 .002 Nontaxation of Certain Generation-Skipping Transfers
S tru c tu ra l  gaps in th e  gen e ra t io n -sk ipp ing  ta x  resu lt  in th e  fa i lu re  to  ta x  all 
g en e ra t io n -sk ipp ing  t ra n s fe rs .  G e ne ra t ion -sk ipp ing  t ra n s fe rs  no t taxed  
inc lude  o u t r ig h t  (non trus t)  g i f ts ,  incom e  d is t r ib u t io n s  f ro m  t ru s ts ,  t ra n s fe rs  
f ro m  t ru s ts  to  g randch i ld ren  up to  $ 2 5 0 ,0 0 0  per ch ild  o f  the  orig ina l 
c rea to r  o f  a g en e ra t io n -sk ipp ing  t r u s t  and p a y m e n ts  f ro m  t ru s ts  ex is t ing  

p rior to  1 9 7 6 .
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Origin: Former IRC §§ 2601-2614 in effect December 31, 1981 M.G.L. c. 
5C, § 4A 
Estimate: N.A.

4 .1 0 0  EXCLUSIONS FROM GROSS ESTATE

4.101 Exemption of Annuities under Qualified Retirement Plans
A decedent's gross estate does not include the value of an annuity or other 
payment receivable by a beneficiary other than the executor of the 
decedent's estate under a tax-qualified retirement plan.

Origin: IRC § 2039 in effect January 1, 1975 
Estimate: N.A.

4.102 Exemption of Life Insurance Proceeds on which the Decedent Paid the 
Premiums
Where an insured decedent paid the premium on a life insurance policy in 
the year of death but was not the owner of the policy at death, the value 
of the protection element purchased by virtue of the premium is not 
included in his or her gross estate.

Origin: IRC § 2042 
Estimate: N.A.

4 .2 0 0  PREFERENTIAL VALUATIONS OF PROPERTY

4.201 Special Valuation of Farming Land
Ordinarily, property in an estate is valued at its fair market value, taking 
into consideration the economically most valuable potential use of the 
property. In the case of land being used for farming purposes, the estate 
can elect to value the farm land on the basis of its continued use for 
farming. As a condition of this alternative valuation method, the land must 
be kept in farming use for at least fifteen subsequent years. To the extent 
that the valuation of the land for farming purposes is below its fair market 
value considering all possible uses, the estate tax on the land is reduced 
and a tax expenditure results.

Origin: M.G.L. c. 65C, § 5(c); IRC § 2032A 
Estimate: N.A.

4 .3 0 0  DEDUCTIONS FROM ADJUSTED GROSS ESTATE

4.301 Deduction of Charitable Bequests
A decedent's taxable estate does not include transfers for public, charitable 
or religious uses. The deduction is limited to property included in the 
Massachusetts gross estate.
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Origin: IRC § 2055 in effect January 1, 1975 
Estimate: $13.5

4.302 Deduction for Bequest to Surviving Spouse
Massachusetts allows a deduction equal to the amount of property 
included in the Massachusetts gross estate passing to the surviving 
spouse.

Comment: Prior to July 1, 1 994, Massachusetts limited the marital 
deduction to 50% of the Massachusetts adjusted gross estate.

Oriqin: M.G.L. c. 65C, §§ 3(b) and 3A; IRC § 2056 in effect January 1, 
1975
Estimate: $96.0

KEY: ORIGIN
IRC Federal Internal Revenue Code (26 U.S.C.)
M .G .L. Massachusetts General Laws
ESTIMATES
All estimates are in $ millions.

ENDNOTE:

1 The estimate for the exemption of estates discussed in the introduction to the estate tax and generation-skipping tax is: 
Exemption $1 28.5
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Tax Expenditure Budget: Part VI: Appendices 
Appendix A: Recent Law Changes Affecting Tax Expenditures

REVISED

Over the last year the fo llow ing tax expenditures have been revised:

Corporate Excise:

Unequal Weighting of Sales, Payroll, and Property in the Apportionment Formula (this 
year's budget item 2.401). Formerly, this item was referred to as Double Weighting o f 
Sales. Effective January 1, 1996, eligible defense corporations may apportion income to 
Massachusetts based solely on their sales in the Commonwealth, creating a 100% sales 
weighted formula. Other qualified manufacturers will be required to apportion income using 
the following formulas:

Tax Year Sales Weiaht Property Weiqht Pavroll Weiaht

1996 60% 20% 20%
1997 70% 15% 15%
1998 80% 10% 10%
1999 90% 5% 5%
2000 100% 0% 0%

Non-manufacturers will continue to be required to apportion income to Massachusetts 
using a formula that weights sales 50%, property 25%, and payroll 25%.

Research Credit (this year's budget item 2.604). Effective January 1, 1995, qualified 
defense corporations will be allowed to calculate the research credit separately for qualified 
defense related research expenses and non-defense related research expenses. This 
change in calculation allows a corporation w ith previously high levels of defense research 
expenditure to claim a credit if the corporation's non-defense research has increased over 
the base period.

ENACTED

Over the last year the follow ing tax expenditures have been enacted:

The Personal Income Tax :

Credit for Employing Former Full-Employment Program Participants (this year's budget item 
1.604). Employers who continue to employ former participants of the § 110(1) full 
employment program in non-subsidized positions are eligible to receive a tax credit equal to 
$100 per month for each month of non-subsidized employment, up to a maximum of 
$1,200 per employee, per year.
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Corporate Excise:

Credit for Employing Former Full-Employment Program Participants(this year's budget item 
2.606). Employers who continue to employ former participants of the §1 10(1) full 
employment program in non-subsidized positions are eligible to receive a tax credit equal to 
$100 per month for each month of non-subsidized employment, up to a maximum of 
$1,200 per employee, per year.

Sales Tax:

Exemption for Materials, Tools, Fuels, and Machinery Used in Commercial Radio and TV 
Broadcasting (this year's budget item 3.310). Effective January 1, 1996, materials, tools, 
fuels, and machinery used in commercial radio and TV broadcasting will be exempt from 
the sales tax.

OTHER RELATED LAW  CHANGES

The Personal Income Tax :

Capital Gains Deduction (this year's budget item 1.201). Effective January 1, 1996, only 
long-term capital gains realized from the sale of collectibles ( as defined by sec. 408 (m) of 
the IRC) will be eligible for a 50% deduction from the 12% capital gains tax. Capital gains 
from the sale of assets other than collectibles will no longer be eligible for a 50% deduction 
from the 1 2% capital gains tax, but will be subject to the following tax rates on how long 
the assets are held:

Holding Period Tax Rate

up to one year 12%
more than one, but less than tw o  years 5%
more than tw o , but less than three years 4%
more than three, but less than four years 3%
more than four, but less than five years 2%
more than five, but less than six years 1 %
more than six years 0%

Assets acquired prior to January 1, 1996 will be deemed to have been acquired on the later 
of January 1, 1 995 or the actual date of acquisition.

The Head of Household Filing Status. Beginning in tax year 1994, individuals who are 
eligible to file as heads of household for federal tax purposes are eligible to file as heads of 
household for Massachusetts individual income tax purposes. A head of household is 
entitled to a personal exemption of $3,400 and an additional exemption of $2,200 if blind 
and $700 if age 65 or older.
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No Tax Status for Heads of Household. Beginning in tax year 1995, individuals who are 
eligible to file as heads of household for Massachusetts income tax purposes qualify for no 
tax status if their gross income is less than $ 1 1,000 plus $ 1,000 per dependent. 
Individuals may qualify for the limited income credit if their gross income is less than 
$19,250 plus $1,750 per dependent.

Estate Tax and Generation-Skipping Tax:

In 1993, Massachusetts began to phase out the estate tax by means of annual increases in 
the exemption, elimination of the $1,500 credit, and expansion of the marital deduction. 
The phase-out is occurring on the following schedule:

Year of Death Exemption Credit Marital Deduction
1986-1992 $200,000 $1,500 50%

1993 $300,000 $0 50%
1994 $400,000 $0 100% (Effective July 1,1994)
1995 $500,000 $0 100%
1996 $600,000 $0 100%

In 1997, Massachusetts will adopt a "sponge" tax. Under a "sponge" tax, Massachusetts 
estate tax liability will be equal to the maximum credit for state death taxes allowed under 
the federal estate tax.
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APPENDIX B: Tax Expenditures Fiscal Year 1995 - Fiscal Year 1997

The following table shows tax expenditure estimates for the four major taxes from Fiscal 
Year 1995 to Fiscal Year 1997. In general, the revenue estimate for a tax expenditure 
tends to fo l low  the anticipated growth of tax collections. However, year-to-year changes 
in estimates may vary for four other principal reasons: we have new data sources, we have 
refined our methodology, we have relied on federal tax expenditure estimates which have 
changed, and we have revised estimates to account for changes in tax laws.

Where possible, we have recalculated past estimates based on revised data, improved 
methodologies, and changes in statute.

Fiscal Year Estimates (in $ millions)

Tax Expenditure
Item
Number FY95 1 FY96 1 FY97

PERSONAL INCOME TAX

Exclusions from Gross Income

Exemption of Premiums on Acc iden t and 
Accidental Death Insurance

1 .001 1 .5 1 .5 1 .5

Exemption of Premiums on Group-Term Life 
Insurance

1 .002 1 5.2 1 5.2 1 5.2

Exemption of Interest on Life Insurance Policy 
and Annuity  Cash Value

1 .003 94.9 100.7 1 51 .6

Exemption of Employer Contr ibutions for 
Medical Insurance Premiums and Medical Care

1.004 343.2 368.7 396.1

Exemption of Annu ity  or Pension Payments to 
Firemen and Policemen

1.005 N.A. N.A. N.A.

Exemption of Distr ibutions f rom  Certain 
Contr ibutory Pension and Annu i ty  Plans

1.006 N.A. N.A. N.A.

Exemption of Railroad Retirement Benefits 1 .007 3.3 3.3 3.4

Exemption of Public Assistance Benefits 1.008 25.4 26 .4 27.3

Exemption of Social Security Benefits 1 .009 293 .6 296.7 29 8 .0

Exemption of Workers ' Compensation Benefits 1 .010 3.2 3.3 3.5

Exemption of Dependent Care Expenses 1.01 1 6.1 7.1 8.1

Exemption of Certain Foster Care Payments 1 .012 4.2 4.2 4.3

Tax Expenditure - 65



The Governor's Budget Recommendation

Fiscal Year Estimates (in $ millions)

Tax Expenditure
Item
Number FY95 1 FY96 1 FY97

Exemption of Payments Made to Coal Miners 1.013 N.A. N.A. N.A.

Exemption of Rental Value of Parsonages 1 .014 N.A. N.A. N.A.

Exemption of Scholarships and Fellowships 1 .01 5 8.3 9.3 10.4

Exclusion of Certain Prizes and Awards 1.016 N.A. N.A. N.A.

Exemption of Cost-Sharing Payments 1.017 N.A. N.A. N.A.

Exemption of Meals and Lodging Provided at 
Work

1.018 4.6 4.6 4.6

Treatment of Business-Related Entertainment 
Expenses

1 .019 3.0 3.1 3.2

Exemption of Income from the Sale, Lease or 
Transfer of Certain Patents

1 .020 N.A. N.A. N.A.

Exemption of Capital Gains on Home Sale for 
Persons 55 and Over

1 .021 38 .4 39.8 41.3

Nontaxation of Capital Gains at Death 1.022 49 .3 54.2 59.6

Exemption of Interest from Massachusetts 
Obligations

1 .023 88.2 77.5 77.4

Exemption of Benefits and Allowances to Armed 
Forces Personnel

1.024 4.6 4.7 4.7

Exemption of Veterans' Pensions, Disability 
Compensation and G.l. Benefits

1.025 1 5.1 1 5.9 16.7

Exemption of Mil itary Disability Pensions 1.026 0.4 0.4 0.4

Exemption of Compensation to Massachusetts- 
Based Nonresident Mil itary Personnel

1 .027 13.2 12.8 12.4

Exemption of Income Received by Persons Killed 
in Mil itary Action or Terrorist Act iv ity

1 .028 N.A. N.A. N.A.

Deferrals of Gross Income

Net Exemption of Employer Contributions and 
Earnings of Private Pension Plans

1.101 523 .4 530.2 537.1

Treatment of Incentive Stock Options 1.102 N.A. N.A. N.A.
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Fiscal Year 1997

Fiscal Year Estimates (in $ millions)

Tax Expenditure
Item
Number

FY95 1 FY96 FY97

Exemption of Earnings on Stock Bonus Plans or 
Profit Sharing Trusts

1.103 N.A. N.A. N.A.

Exemption of Earnings on IRA and Keogh Plans 1.104 161.1 180.4 1 98.9

Deferral of Capital Gains on Home Sales 1.105 62.5 60 .2 53.7

Nontaxation of Capital Gains at Time of Gif t 

Deductions from Gross Income

1.106 included in 1 .022 —

Capital Gains Deduction 1 .201 103.9 82.5 N.A.

Deduction of Capital Losses against Interest and 
Dividend Income

1.202 N.A. N.A. N.A.

Excess Natural Resource Depletion A llowance 1 .203 0.7 0.7 0.7

Abandoned Building Renovation Deduction 

Accelerated Deductions from Gross Income

1 .204 N.A. N.A. N.A.

Accelerated Depreciation on Rental Housing 1 .301 5.6 5.6 5.6

Accelerated Depreciation on Rehabili tation of 
Low Income Housing

1.302 N.A. N.A. N.A.

Accelerated Depreciation on Buildings (other 
than Rental Housing)

1 .303 10.5 9.8 7.7

Accelerated Cost Recovery System (ACRS) for 
Equipment

1.304 37.9 39 .3 40 .7

Deduction for  Excess First-Year Depreciation 1.305 2.9 2.9 1.7

Five-Year Am ort iza tion of Start-Up Cost 1 .306 0.8 0.8 0.8

Five-Year Amort iza tion of Certain Operating 
Rights

1 .307 N.A. N.A. N.A.

Expensing of Exploration and Development 
Costs

1 .308 3.2 3.2 3.2

Expensing of Research and Development 
Expenditures in One Year

1 .309 1.1 1 .2 1 .4

Five-Year Amort iza tion of Pollution Control 1 .310 N.A. N.A. N.A.

Facilities
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Fiscal Year Estimates (in $ millions)

Tax Expenditure
Item
Number FY95 1 FY96 1 FY97

Seven Year Amortization for Reforestation 1.31 1 N.A. N.A. N.A.

Expensing of Certain Capital Outlays of Farmers 1.312 0.2 0.2 0.2

Deductions from Adjusted Gross Income

Deduction for Employee Social Security and 
Railroad Retirement Payments

1.401 2 5 9 .0 264 .0 273.0

Deduction for Employee Contributions to Public 
Pension Plans

1.402 — included in 1.401 —

Additional Exemption for the Elderly 1.403 10.0 11.0 12.0

Additional Exemption for the Blind 1.404 0.5 0.5 0.5

Dependents Exemption where the Child Earns 
Income

1.405 N.A. N.A. N.A.

Deduction for Dependent Under 12 1 .406 1 5.0 14.0 14.0

Personal Exemption for Students Aged 1 9 or 
Over

1 .407 6.0 6.0 6.0

Deduction for Adoption Fees 1 .408 1.0 1 .0 1.0

Deduction for Business-Related Child Care 
Expenses

1.409 14.0 1 5.0 16.0

Exemption of Medical Expenses 1.410 26.7 27 .4 28.0

Rent Deduction 1 .41 1 92 .0 92 .0 96.0

Nontaxation of Charitable Purpose Income of 
Trustees, Executors or Administrators

1 .412 N.A. N.A. N.A.

Exemption of Interest on Savings in 
Massachusetts Banks

1 .413 12.0 13.0 13.0

Preferential Rate of Taxation

Preferential Treatment of Interest on Savings 
Massachusetts Banks

1 .501 1 56 .0 169.6 184.9

Credits Against Tax

Renewable Energy Source Credit 1.601 less than 0.1 less than 0.1 less than 0.1

Credit for Removal of Lead Paint 1 .602 6.6 7.7 8.6
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Fiscal Year Estimates (in $ millions)

Tax Expenditure
Item
Number

FY95 1 FY96 1 FY97

Economic O pportun i ty  Area Credit 1 .603 N.A. N.A. N.A.

Credit for  Employing Former Full-Employment 
Program Participants

1 .604 N.A. N.A. N.A.

Subtotal i 2 ,5 2 8 .3 2 ,5 8 7 .5 0 2 ,6 4 4 .5

CORPORATE EXCISE

Exclusions from Gross Income

Small Business Corporations 2.001 13.8 14.9 15.5

Exemption of Income from the Sale, Lease or 
Transfer of Certain Patents

2 .002 N.A. N.A. N.A.

Deferrals of Gross Income

Deferral of Tax on Certain Shipping Companies 2.101 0.2 0.2 0.2

Deductions from Gross Income

Charitable Deduction 2.201 9.8 9.8 9.8

Addit ional Deduction for  Certain Businesses in 
a Poverty Area (UJIP)

2 .202 0.2 0.2 0.2

Net Operating Loss (NOL) Carryover 2 .203 88.7 91 .9 93.6

Excess Natural Resource Depletion A llowance 2 .2 04 0.1 0.1 0.1

Deduction for  Certain Dividends of Cooperatives 2 .205 N.A. N.A. N.A.

Abandoned Building Renovation Deduction 2 .206 N.A. N.A. N.A.

Accelerated Deductions from Gross Income

Accelerated Depreciation on Rental Housing 2.301 8.0 8.0 8.0

Accelerated Depreciation for Rehabili tation of 
Low-Income Housing

2.302 N.A. N.A. N.A.

Expensing for  Removal of Barriers to the 
Handicapped

2 .303 0.6 0.6 0.6

Five-Year Am ort iza tion of Start-Up Cost 2 .304 2.9 2.9 2.9

Deduction for Excess First-Year Depreciation 2 .306 0.8 6.1 3.8
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Fiscal Year Estimates (in $ millions)

Tax Expenditure
Item
Number FY95 1 FY96 1 FY97

Accelerated Depreciation on Buildings (other 
than Rental Housing)

2 .307 30.7 26.5 22.9

Expensing Research and Development 
Expenditures in One Year

2 .308 37 .0 40 .0 43.3

Expensing of Exploration and Development 
Costs

2 .309 0.1 0.1 0.1

Five-Year Amort iza ton of Certain Operating 
Rights

2 .3 10 N.A. N.A. N.A.

Five-Year Amortization of Pollution Control 
Facilities

2.31 1 N.A. N.A. N.A.

Expensing of Certain Expenditures for 
A lternative Energy Sources

2.312 0.5 0.6 0.7

Seven-Year Amortization for Reforestation 2 .313 N.A. N.A. N.A.

Adjustments to Apportionment Formula

Unequal Weighting of Sales, Payroll, and 
Property in Apport ionm ent Formula

2.401 27 .0 77 .3 126.8

Exclusions from Property Component

Nontaxation of Certain Energy Property 2.501 N.A. N.A. N.A.

Exemption for Property Subject to Local 
T axation

2 .502 81.6 86 .3 89.8

Credits Against Tax

Tax Credit for Building in a Poverty Area (UJIP) 2.601 0.4 0.4 0.4

Investment Tax Credit3 2 .602 21.6 22 .4 24.5

Vanpool Credit 2 .603 0.7 0.8 0.8

Research Credit 2 .6 04 41 .0 50 .0 50.7

Economic O pportun ity  Area Credit 2 .605 N.A. N.A. N.A.

Credit for Employing Former Full -Employment 
Program Partic ipants

2 .6 06 N.A. N.A. N.A.

Entity Exempt from Taxation

Exemption of Credit Union Income 2.701 7.5 7.5 7.5
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Fiscal Year Estimates (in $ millions)

Tax Expenditure
Item
Number FY95 1 FY96 1 FY97

Tax-Exempt Organizations 2 .702 N.A. N.A. N.A.

Exemption for Regulated Investment Companies 2 .703 N.A. N.A. N.A.

Subtotal 5 539.1 6 1 0 .4 663 .8

SALES AND USE TAX

Exempt Entities

Exemption for Sales to the Federal Government 3.001 N.A. N.A. N.A.

Exemption for Sales to the Commonwealth 3 .002 N.A. N.A. N.A.

Exemption for Sales to Tax-Exempt 
Organizations

3.003 266.2 279 .0 291 .2

Exempt Products/Services

Exemption for Food 3.101 331 .0 336 .0 341 .0

Exemption for Certain Food and Beverages Sold 
in Restaurants

3 .102 N.A. N.A. N.A.

Exemption for Clothing 3.103 20 1 .0 2 0 4 .0 207 .0

Exemption for Medical and Dental Supplies and 
Devices

3 .1 04 66 .0 68 .0 71 .0

Exemption for Water 3 .105 21 .0 22 .0 23 .0

Exemption for Newspapers and Magazines 3 .106 42 .0 43 .0 43 .0

Exemption for the American Flag 3 .107 N.A. N.A. N.A.

Exemption for Certain Precious Metals 3 .108 N.A. N.A. N.A.

Exemption for Cement Mixers 3 .109 N.A. N.A. N.A.

Exemption for Fertilizers, Insecticides and 
Fungicides

3.1 10 0.8 0.8 0.8

Exemption for Meals Served by Continuing Care 
Facilities

3.1 1 1 N.A. N.A. N.A.

Exempt, Taxed Under Another Excise

Exemption for Alcoholic Beverages 3.201 86 .0 82 .0 83 .0
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Fiscal Year Estimates (in $ millions)

Tax Expenditure
Item
Number FY95 1 FY96 1 FY97

Exemption for  M otor Fuels 3 .202 1 56 .0 1 59.0 165.0

Exempt Component of a Product or Consumed in Production

Exemption for Items Used in Making Clothing 3.301 1.9 2.0 2.1

Exemption for Materials, Tools, Fuels, and 
Machinery Used in Manufacturing

3 .302 142.8 1 52.8 166.1

Exemption for Materials, Tools, Fuels, and 
Machinery Used in Research and Development

3 .303 1 9.5 21 .0 22.6

Exemption for Materials, Tools, Fuels, and 
Machinery Used in Furnishing Power to 
Consumers

3 .304 70.8 75.5 80.3

Exemption for Materials, Tools, Fuels, and 
Machinery Used in Furnishing Power to an 
Industrial Manufactur ing Plant

3 .305 13.9 14.6 15.4

Exemption for Materials, Tools, Fuels, and 
Machinery Used in Newspaper Printing

3 .306 20 .0 21 .0 22.1

Exemption for Materials, Tools, Fuels, and 
Machinery Used in Manufactur ing of Cast Metal 
Products

3 .307 N.A. N.A. N.A.

Exemption for Materials, Tools, Fuels, and 
Machinery Used in Agricultural Production

3 .308 3.0 3.0 3.1

Exemption for  Materials, Tools, Fuels, and 
Machinery Used in Commercial Fishing

3 .309 1.6 1 .6 1.7

Exemption for Materials, Tools, Fuels, and 
Machinery Used in Radio and TV Broadcasting

3 .3 10 N.A. N.A. 1.4

Exemptions for Specified Uses of Products/Services

Exemption for Electricity 3.401 106.0 1 10.0 1 13.0

Exemption for Fuel Used for Heating Purposes 3 .402 51 .0 52 .0 54.0

Exemption for Piped and Bottled Gas 3 .403 54 .0 55 .0 57.0

Exemption for Steam 3 .4 04 3.0 4 .0 4.0

Exemption for Certain Energy Conservation 
Equipment

3 .405 N.A. N.A. N.A.
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Fiscal Year Estimates (in $ millions)

Tax Expenditure
Item
Number FY95 1 FY96 1 FY97

Exemption for Funeral Items 3 .4 06 5.0 5.0 5.0

Exemption for a Motor Vehicle for a Paraplegic 3 .407 0.6 0.6 0.6

Exemption for Textbooks 3 .408 9.0 9.0 10.0

Exemption for Books used for Religious Worship 3 .409 N.A. N.A. N.A.

Exemption for Containers 3 .4 1 0 86 .0 88 .0 91 .0

Exemption for Certain Sales by Typographers, 
Compositors and Color Separators

3.41 1 N.A. N.A. N.A.

Exemption for Sales of Building Materials and 
Supplies to be Used in Connection w ith  Certain 
Construction Contracts

3.41 2 105.8 111.1 1 16.7

Exemption for Plant and Seed 3.413 0.4 0.4 0.4

Exemption of Feed 3 .4 14 1 .7 1.8 1 .8

Exemption for Livestock and Poultry 3.41 5 N.A. N.A. N.A.

Exemption for Commercial Fishing Vessels 3 .4 16 1.0 1 .0 1 .0

Exemption for Commuter Boats 3 .417 N.A. N.A. N.A.

Exemption for Fuels, Supplies, and Repairs for 
Vessels Engaged in Interstate or Foreign 
Commerce

3 .418 1 .4 1.5 1.5

Exemption for Fuel Used in Operating A ircra ft  
and Railroads

3.41 9 12.4 13.0 13.7

Exemption for Sales of Certain New and Used 
Buses

3 .4 20 N.A. N.A. N.A.

Exemption for Films 3.421 N.A. N.A. N.A.

Exemption for Telephone and Telegraph 3 .422  
Services

Exempt, Not Taxable as Tangible Personal Property

35 .0 37 .0 38.0

Nontaxation of Transfers of Real Property 3.501 881 .6 943.0 877.2

Nontaxation of Rentals of Real Property 3 .502 506.1 51 1.2 51 8.9

Nontaxation of Certain Services 3 .503 1,1 1 1 .0 1 ,155 .0 1,204.0
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Fiscal Year Estimates (in $ millions)

Tax Expenditure
Item
Number FY95 1 FY96 FY97

Miscellaneous Exemptions

Exemption for Casual or Isolated Sales 3.601 N.A. N.A. N.A.

Exemption for Certain Meals 3 .603 5.1 5.2 5.4

Exemption for Certain Bed and Breakfast 
Establishments from Sales Tax on Meals and 
Room Occupancy Excise

3 .6 04 N.A. N.A. N.A.

Exemption for Certain Summer Camps from 
Sales Tax on Meals and Room Occupancy 
Excise

3.605 0.4 0 .4 0.4

Exemption for Trade-in A llowances for Motor 
Vehicles and Trailers

3 .6 06 39 .9 42 .9 46.1

Exemptions for  Publications of Tax-Exempt 
Organizations

3 .607 3.4 3.6 3.8

Exemption for Gifts of Scientif ic Equipment 3 .608 1 1.0 1 1 .0 1 1.0

Exemption for Vessels or Barges 50 Tons or 
Over

3 .609 N.A. N.A. N.A.

Exemption for  Rental Charges for Refuse 
Containers

3 .6 10 N.A. N.A. N.A.

Exemption for Honor Trays 3.61 1 N.A. N.A. N.A.

Subtotal 2 4 ,4 7 4 .4 4 ,6 4 7 .0 4 ,7 1 4 .3

ESTATE AND GENERATION SKIPPING TAX

Exclusions from Transfer Taxation

Nontaxation of Lifetime Transfers 4.001 12.5 10.2 7.1

Nontaxation of Certain Generation-Skipping 
Transfers

4 .002 N.A. N.A. N.A.

Exclusions from Gross Estate

Exemption of Annuities under Qualified 
Retirement Plans

4.101 N.A. N.A. N.A.

Exemption of Life Insurance Proceeds on which 
the Decedent Paid the Premiums

4 .102 N.A. N.A. N.A.

Tax Expenditure - 74



Fiscal Year 1997

Fiscal Year Estimates (in $ millions)

Tax Expenditure
Item
Number FY95 1 FY96 1 FY97

Preferential Valuations of Property

Special Valuation of Farm Land 4.201 N.A. N.A. N.A.

Deductions from Adjusted Gross Estate

Deduction of Charitable Bequests 4.301 16.7 14.6 13.5

Deduction for Bequest to Surviving Spouse 4 .3 02 90 .0 96 .0 96.0

Subtotal 1 

TOTAL

119 .2

7 ,6 6 0 .8

120.7

7 ,9 6 5 .7

116.6  

8 ,1 3 9 .2

ENDNOTES:

1. Estimates have been revised because of new data or improved methodology, and reflect 
current tax law.

2. Subtotals and total have been provided to give an idea of the revenue costs of tax 
expenditures by tax and in tota l. However, these sums should be used w ith  extreme caution. 
The underlying estimates do not take into account such factors as the interaction of tax 
expenditures and taxpayer behavior. Also it should be noted that many estimates are not 
available due to a lack of data. These estimates are shown as N.A. and are not included in the 

subtotals and total.

3. This estimate takes into account the dynamic economic impacts of this tax expenditure.
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PART VII: Glossary

Amortization: Annual deduction allowed for the gradual exhaustion or obsolescence of 
intangible assets having a limited useful life which are used in the production of income, 
such as patents and copyrights; analogous to depreciation of tangible assets.

Capital Expenditure: An expenditure made in acquiring, adding to or bettering a fixed 
asset. For accounting purposes, capital expenditures are not charged against current 
revenue. They are added to capital account or "capitalized" and then may be depreciated, 
amortized, or recovered when a business is sold. To be distinguished from an expense.

Credit: Amount by which a taxpayer is allowed to reduce a tax liability, as computed by 
applying the tax rates to the tax base; to be distinguished from a deduction from the tax 
base.

Deduction: Amount which a taxpayer is allowed to subtract from the gross tax base.

Depreciation: Annual deduction allowed for the gradual exhaustion or obsolescence of 
tangible property used in the production of income.

Exclusion: The legal elimination from the tax base of items recognized as falling within its 
definition. The federal term for what is sometimes called an exemption for Massachusetts. 
(See below.)

Exemption. The legal elimination from the tax base of items or transactions recognized as 
falling within its definition, or of taxable units which would normally be subject to tax.

Expense: A revenue expenditure or cost which, for accounting purposes, is charged 
against current revenue. To be distinguished from a capital expenditure.

Gross income: The total of all items included in the concept of income that a taxpayer 
receives during the taxable period.

Net income: Amount remaining after subtracting exempt income and deductions from 
gross income.

Personal exemption. A specific amount or percentage of net income on which the tax rate 
is zero. To be distinguished from an exemption as defined above, which applies to a class 
of income or taxpayers. Sometimes called an "allowance".

Taxable income: Amount to which the tax rates are applied in computing tax liability, after 
subtracting personal exemptions from net income.
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Capital Outlay

Over the last five years, the Weld/Cellucci Administration has substantially reduced the rate 
of spending on capital projects throughout the Commonwealth. Two primary factors have 
necessitated this course: First, the expansion in long-term borrowing to remedy operating 
budget shortfalls under the previous administration has created lasting and significant 
constraints to further expansions in the capital spending program. Second is the simple 
fact that the Commonwealth's historic pace of capital spending was disproportionate to its 
growth in population and other resources. It is true that the public infrastructure 
requirements of the state are unique, and that the Massachusetts economy has historically 
possessed a strong capacity to sustain a large public capital program. But for too long, the 
citizens of Massachusetts have held the dubious distinction of having the second highest 
per capita debt burden of any state in the country. Moreover, the annual cost of debt 
service has put an inordinate strain on the Commonwealth's operating budget, greatly 
limiting our flexibility to decrease tax rates, or initiate new savings programs with 
significant early year costs. As a result of this situation, the Commonwealth is extremely 
limited in its ability to deal with decreases in the rate of revenue growth, much less 
respond to actual decreases in tax collections from one year to the next, such as occurred 
in the early 1 990 's .

To respond to this situation, the Weld/Cellucci Administration adopted a Five Year Capital 
Spending Plan which sought to manage the Commonwealth's capital construction program 
so that total outstanding debt did not increase by more than 2%  each year. The Plan 
exceeded initial expectations as the growth rate in outstanding debt plummeted from 29%  
in Fiscal Year 1991 to 8%  in Fiscal Year 1992  to 0%  in Fiscal Year 1993. The Plan 
continued to check growth in outstanding debt, holding annual increases in a 0%  to 2%  
range from Fiscal Year 1994  to Fiscal Year 1996. W ith the aggressive refinancing efforts 
of the State Treasurer to take advantage of unusually low interest rates, principal and 
interest payments on Commonwealth debt have increased by an annual average of only 
1.7% from Fiscal Year 1993 to Fiscal Year 1996.

The Weld/Cellucci Administration has had to be extremely careful in deciding which capital 
projects to initiate. The focus has been on capital expenditures which would significantly 
enhance the economy, including roadway and rapid transit improvements; reduce the 
operating budget, such as human service facility consolidation; or substantially improve the 
ability of the Commonwealth to serve its citizens, such as courthouse renovations and 
improved computerization of the state's operations. A fourth priority area, increased prison 
capacity and efficiency, has been severely limited by the lack of capital authorizations for 
these purposes, notwithstanding several requests for such authorization.

The Weld/Cellucci Administration will continue to work within the limitations of the , 
Commonwealth's high debt burden while ensuring that the Commonwealth's capital needs 
are met. The capital expenditure program will continue to improve and maintain our public 
lands, roads, bridges, and buildings to support the continued growth of the private sector. 
The Legislature's recent approval of funding for capital improvements to public higher 
education facilities was very important for this service area. However, other new capital
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authorizations are needed. The Weld/Cellucci Administration therefore awaits the 
Legislature's approval of a number of pending authorization requests, several of which are 
summarized on the following pages. The entire amount requested in these new  
authorizations will not, in many cases, be expended during the five year period covered by 
the Five Year Capital Spending Plan, but the assurance of funding availability is critical to 
the Commonwealth's operating agencies as they develop forward-thinking, long-term 
capital spending strategies.

An Act Providing for an Environmental Enhancement and Protection Program for the 
Commonwealth.

This legislation will provide $300  million of capital spending authority to enhance, expand, 
and protect the Commonwealth's environmental resources. The funds provided by this bill 
will also make possible the exploration of an alternative way to approach open space 
acquisition by using state assistance to leverage municipal and private open space 
investments.

Previous capital appropriations for open space acquisition are nearly exhausted. With these 
funds, the Executive Office of Environmental Affairs has acquired approximately 10 ,000  
acres per year, for the past several years, for the benefit of our citizens. It is important to 
replenish these accounts promptly to ensure that the Commonwealth's continued progress 
in this area will not be disrupted. The funding proposed will be sufficient to continue the 
program at its past rate of acquisitions consistent with the Weld/Cellucci Administration's 
Five Year Capital Plan.

One provision of the legislation provides for the establishment of an innovative habitat 
restoration program to restore sites which have been altered or significantly degraded. 
Finally, the legislation provides funding for a Geographic Information System program to 
assist in open space planning activities.

Information Technology Bond Bill II.

This legislation authorizes $225  million of state capital expenditures, and will leverage 
significant additional sums from federal matching programs to substantially expand and 
enhance the Commonwealth s computer and information technology capacity. It is critical 
that the Commonwealth follow the lead of the private sector in utilizing modern information 
technology to increase productivity and enhance the quality of service we provide our 
citizens. A t the same time, the new initiatives funded in this measure could potentially 
produce dramatic operating budget cost savings.

Projects financed by the first Information Technology Bond Bill have already recouped the 
initial investment made in that bill. Many other states have had similar positive results 
from their investments in information technology. Effective use of the computer and 
telecommunications technologies is one of the principal ways in which the Commonwealth
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can maintain and increase the level and quality of services provided to its citizens, while 
maintaining, or even decreasing the costs of these services.

The Executive Office for Administration and Finance, working through its Information 
Technologies Division, has identified candidate projects to be implemented from proposals 
prepared and promoted by operating departments and agencies. This is similar to the 
process which was used in implementing the first Information Technology Bond Bill.

An Act Relative to the Expansion, Upkeep, and Reinvestment in the Existing Correctional 
Facilities of the Commonwealth and the Counties, and the Facilities of the Department of 
Juvenile Justice.

This legislation will reinforce the Weld/Cellucci Administration's commitment to public 
safety by authorizing a $591 million capital plan to construct over 4 ,7 0 0  new and 
replacement cells for the state and county correctional systems and add 300  secure beds 
for juvenile offenders.

Consistent with the Weld/Cellucci Administration's Five Year Capital Plan, this legislation 
will provide the expenditure authority necessary to upgrade and improve our correctional 
facilities over the next five years. The plan includes:

• $278 million for construction of 2 ,6 0 0  new maximum/medium security cells on sites 
that include existing correctional campuses in Bridgewater, Lancaster, and Gardner; 
comprehensive restructuring of facilities for female offenders; and expansion and 
upkeep of the juvenile justice system;

• $166.5  million for the addition of more than 1 ,6 0 0  new and replacement cells to the 
county system through the construction of expanded or replacement facilities for 
Middlesex County, Berkshire County, Dukes County, and Barnstable County, as well as 
over 500  beds at one or more boot camps;

• $119.5  million for repairs, renovations, and life safety improvements to various state 
and county facilities;

• $13 million for the completion of the New Braintree Criminal Justice Training Academy, 
and the renovation and construction of state police barracks throughout the 
Commonwealth; and

• $14 million to update and improve the information technology infrastructure of the 
Executive Office of Public Safety and its departments.

This plan also underscores our commitment to the communities in which correctional 
facilities are located. The bill includes funding for a community grant program to 
compensate those cities and towns which agree to host a state facility.
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An Act Relative to Compliance with Life Safety Codes, Remediation of Environmental 
Hazards, and the Preservation and Management of the Commonwealth's Real Property
Assets.

The $166  million of capital funds requested in this legislation will be critical to the new  
Executive Office of Public Property's ability to maintain the Commonwealth's public 
buildings, and bring them into compliance with various federal and state requirements.
This legislation will enable the Commonwealth to comply with sprinkler requirements for its 
high-rise buildings; environmental laws and regulations; the Americans with Disabilities Act; 
and prudent repair and maintenance schedules for state buildings.

The Commonwealth owns and operates over 5 ,0 0 0  buildings comprising more than 65 
million square feet of space. Properties include state hospitals, courts, higher education 
institutions, correctional facilities, armories, and office buildings. This bill will replenish 
existing general repair accounts (which have been virtually depleted) for these facilities, as 
well as provide funds for sprinkler installation, which is required by law to be completed by 
December 31, 1997. In addition, this legislation funds remediation of serious 
environmental hazards on state-owned property identified by the "Clean State" program, 
including asbestos abatement and removal of leaking underground fuel storage tanks. It 
also makes funds available for preventive maintenance, demolition, and preparation of 
surplus property for redevelopment.

An Act Relative to the Revitalization and Development of the Commonwealth's Seaports 
and the Improvement of the Freight Access Within the Commonwealth.

This $306  million bond authorization represents a comprehensive plan designed to rebuild 
critical aspects of the Commonwealth's freight transportation infrastructure. This 
legislation will bring the ports of Massachusetts and its freight railroad system into the 
competitive mainstream of global business. The revitalization of the Commonwealth's 
freight railroads and seaports are inextricably linked, for in the absence of one, the other 
cannot thrive. This has not always been the case, but in the past ten years the proportion 
of goods being shipped intermodally has skyrocketed. The intermodal capability of 
Massachusetts s ports must be enhanced to avoid their relegation to marginal or local port 
status.

For international commerce to thrive, our seaports and rail lines must be modernized to 
today's contemporary standards of efficiency, capacity, and service. Access to our 
harbors, in dire need of dredging, is fundamentally important for Massachusetts to be 
considered a "port of call" for the next generation of deep w ater cargo ships. Similarly, the 
fact that we remain the only industrial state without "double-stack" rail access must 
change if Massachusetts businesses are to compete and expand their markets both 
domestically and worldwide.
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Therefore, our proposal would fund the following broad categories:

•  $51 .5  million for port infrastructure improvements;

• $3 million for seaport planning;

•  $37 .5  million for marketing and economic development activities;

• $101 .6  million for seaport safety, dredging, improved access and environmental 
remediation; and

• $110 million to clear rail lines for "double-stack" service.
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