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[Similar Matter Filed During Past Session
See Senate No. 2004 of 1980]

By Mr. Owens, a petition (accompanied by bill, Senate, No. 472) of Bill
Owens for legislation to provide for the uniform budgeting and appro-
priation of certain federal funds received in behalf of the Commonwealth.
Federal Financial Assistance.

In the Year One Thousand Nine Hundred and Eighty-one.

An Act to provide for the uniform budgeting and appropria-

tion OF certain federal funds received in behalf of the

COMMONWEALTH.

1 Section 1. Chapter 29 of the General Laws is hereby
2 amended by striking out Section 2C and inserting in place
3 thereof the following section:
4 Section 2C. Section 1. Legislative intent. It is the finding
5 of the general court that the comprehensive planning and al-
-6 location of expenditures from all funding sources is necessary
7 to assure a fiscally sound priority balance among all state
8 undertakings; and to prevent duplication or overlapping of
9 programs, and to assure that limited state resources are effi-

-10 ciently and most economically utilized. Also, that the man-
-11 agement of the financial affairs of the commonwealth is clearly
12 recognized in the constitution in Part the First, Article XXIII
13 and Article LXIII of the Articles of Amendment thereto. The
14 General Court further finds that the rapid increase in federal
15 financial assistance to the commonwealth and the commit-
-16 ment of other state funds by state agencies, without legisla-
-17 five authorization, to support federally funded programs has
18 weakened the ability of the general court to fulfill its constitu-
-19 tional responsibilities. Therefore, it is the intent of this legis-
-20 lation to establish a procedure which will provide full integra-
-21 tion of state funds from any source in the budgetary process.

Be it enacted by the Senate and House ofRepresentatives in General
Court assembled, and by the authority of the same, as follows:
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2 (a) “state agency” shall mean all state offices, secretariats,
3 departments, boards, divisions, commissions, councils, institu-
-4 tions of higher learning, and officers and employees, desig-
-5 nated or created by the constitution or otherwise, but shall
6 not include units of local government or their officers or em-
-7 ployees;
8 (b) “federal grants” shall mean any financial assistance or
9 aid in kind, including grants, loans, subsidies or augmenta-

-10 tions, between the United States Government and any state
11 agency for the purpose of carrying out specified programs,
12 services, or activities, other than grants for capital improve-
-13 ments, which are provided for in Section two B of Chapter 29,
14 and,
15 (c) “federal reimbursements” shall mean payments made
16 to the Commonwealth by the United States Government for
17 prior expenditure of state funds in accordance with federally
18 approved programs authorized by the General Court.
19 (d) “Application” means an application to any federal
20 agency for federal financial assistance, or for participation in
21 any federally assisted program or any instrument which ini-
-22 tiates action with any federal agency for such purpose, indud-
-23 ing but not limited to a proposal, contract, grant, agreement,
24 loan, letter of understanding, or a state plan.
25 (e) “Cash-matching” means a federally required outlay of
26 state monies of a specified amount or proportion as the state’s
27 contribution to a federally assisted project.
28 (f) “In-kind matching” means a federally required, state-
-29 financed contribution to a federally assisted project, including
30 but not limited to service, space, equipment, facilities and
31 absorption of overhead or indirect costs.
32 (g) “Federal monies” means any financial assistance made
33 to a state agency by the United States government, whether r
34 loan, grant, subsidy, augmentation, reimbursement, or in any
35 other form.

1 Section 3. There shall be established and set up on the
2 books of the Commonwealth a separate fund, to be known as
3 the federal grants fund. All federal monies received on ac-

1 Section 2. Definitions. As used in thisact,
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4 count of the commonwealth, other than grants for capital im-
-5 provements, which are provided for in section two B of this
6 chapter, and reimbursements for services performed, shall be
7 credited to said fund and shall be disbursed only in accord-
-8 ance with the provisions of the grant contract or agreement
9 with the federal government and the provisions of this sec-

-10 tion. Revenues credited to the federal grants fund shall in-
-11 dude all federal monies received by any state agency, officer
12 or employee, whether received directly or through an inter-
-13 mediary.
14 No officer or employee of the commonwealth, directly or
15 indirectly, shall pledge, use, or expend any state funds, prop-
-16 erty, or services, or any reimbursement from the federal gov-
-17 eminent, as the commonwealth’s matching portion of a federal
18 grant except by or pursuant to an act of the general court.
19 No individual, corporation or other organization utilizing
20 grants shall be permitted to occupy or use land, buildings,
21 equipment or facilities of the commonwealth, or use the serv-
-22 ices of any officer or employee of the commonwealth during
23 his regular working hours, unless there is a written agree-
-24 ment, approved by the commissioner of administration, be-
-25 tween said individual, corporation or other organization and
26 said officer or employee that the commonwealth shall be re-
-27 imbursed for such occupancy or use; provided, however, that
28 upon recommendation of any department, institution, board,
29 agency or employee setting forth good and sufficient reasons,
30 this requirement may be waived in whole or in part by the
31 commissioner of administration on a particular project or
32 projects. Notice of any such waiver shall be filed by the com-
-33 missioner of administration, citing the reasons for said ac-
-34 tion, with the house and senate ways and means committees,
35 the joint committee on federal financial assistance, and the
36 state auditor. Any payments to the commonwealth resulting
37 from such agreements shall be deposited in the general fund.
38 Each state agency in receipt of federal grant funds shall
39 at the commencement of each fiscal year, and no later than
40 July thirty-first, and, any agency which has not previously
41 been in receipt of a federal grant shall, upon notification of
42 grant approval, authorized the comptroller upon his receipt
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43 of notice of a federal grant award to initiate such procedures,
44 as are established by the commissioner of administration, to
45 transfer from the federal grant account to the General Fund
46 such amounts as are required to fully compensate the Gen-
-47 eral Fund for the costs of fringe benefits, indirect costs and
48 space use charges related to each federal grant received by
49 that state agency. The costs of fringe benefits must, in all
50 cases, be recovered in cash. The comptroller shall not allow
51 expenditures for the payment of salaries to be made from any
52 federal grant account for which he has not been authorized
53 to charge the full amount of fringe benefits to that account.
54 On or before August fifteenth, and upon request throughout
55 the year, the commissioner of administration shall submit a
56 report to the chairmen of the house and senate committees on
57 ways and means, and Federal Financial Assistance detailing
58 compliance with this provision by all agencies in receipt of
59 federal monies.

GO In addition, within thrity days of the effective date of this
61 act, each state agency shall file with the group insurance
62 commission a true copy of all existing contracts or agree-
-63 ments of every nature and description with the commonwealth
64 or a political subdivision of federal, trust and any non-state
65 funds from which compensation may be paid state employ-
-66 ees. True copies of contracts or agreements entered into on
67 or after July first, nineteen hundred and seventy-eight, shall
68 be filed with the group insurance commission no later than
69 sixty calendar days from the effective date thereof. Where
70 any department, board or agency fails to file a copy of such
71 contract, or fails to respond to a reasonable inquiry by the
72 commission, the commission shall provide a fair hearing to
73 the head of the operating agency to determine the justifica-
-74 tion for non-compliance. Upon continued failure by the de-
-75 partment, board or agency head to provide the requested data
76 and information, the commission may vote to withhold pay-
-77 ment of the commonwealth’s share of the insurance premium
78 applicable to the insured employees of the agency and all
79 such employees only for purposes of payment of insurance
80 premiums, shall be deemed to be absent without pay and shall
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81 make payment of the required premium as provided in section
82 eight of chapter thirty-two Aof the GeneralLaws. Other than
83 state institutions of higher learning which independently may
84 seek and accept project grants for research and funds for stu-
-85 dent aid programs, no agency, officer or employee of the com-
-86 monwealth, directly or indirectly, shall receive, administer, or
87 expend federal grants or subventions on behalf of the com-
-88 monwealth without the prior approval of the commissioner of
89 administration. Said commissioner shall file a copy notice of
90 his approval with the senate and house ways and means com-
-91 mittees and the joint legislative committee on federal finan-
-92 dal assistance. Information regarding all federal grants and
93 subventions received by state institutions of higher learning
94 shall be filed with the senate and house ways and means com-
-95 mittees and the joint legislative committee on federal finacial
96 assistance at least once every six months. All applications and
97 re-applications for federal grants which are subject to the ap-
-98 proval of the commissioner of administration and made on
99 behalf of any state agency, or employee within any executive

100 office established by chapter six A shall also be subject to the
101 prior approval of the secretary in charge of such executive
102 office.
103 All federal monies received on account of the common-
-104 wealth shall be paid into the treasury of the commonwealth.
105 All expenditures of said financial assistance shall be subject to
106 audit by the state auditor.
107 Grants shall not be used to supplement the non-grant salary
108 or compensation of any officer or employee of the common-
-109 wealth for services performed during ordinary and regular
110 working hours.

2 (A) No state agency shall make an application for federal
3 monies or for participation in a federally assisted program
4 under any federal law, and no state agency may approve an
5 application for such monies or participation submitted by an
6 agency other than a state agency, unless such state agency
7 shall have, at least 30 days prior to making or approving the
8 application, notified the Secretary of Administration and Fi-

1 Section 4. Application for Federal Funds.
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9 nance, chairman of house and senate, ways and means on
10 forms and in a manner to be prescribed by the secretary. Such
11 notice shall: (1) refer to the statutory authority under which
12 the action is proposed, (2) describe the substance of the ap-
-13 plication, (3) indicate where a complete copy of the applica-
-14 tion and any amendments or supplements thereto may be
15 obtained, and (4) contain a fiscal statement setting forth:
16 (a) the estimated amount of federal monies to be received per
17 year for the program for which such monies are sought, and
18 (b) the estimated amount of monies or in-kind matching to be
19 supplied by the state and any other source from which
20 monies will be required.
21 (B) In order to avoid any inconsistency or duplication in
22 review function, the [director of the budget! shall establish
23 procedures whereby notices given under this section shall be
24 coordinated with other notice requirements for project or plan
25 proposals in connection with federal aid.
26 (C) Upon official notification to a state agency from a fed-
-27 eral department or agency of approval of a state application
28 for or entitlement to federal assistance, the state agency shall
29 promptly notify the Secretary of Administration and Finance
30 of the amount, duration, payment schedule, and other attend-
-31 ant financial terms and conditions, such notification to be for
32 the purpose of appropriate recording. Recording shall occur
33 prior to any allotment or encumbrance of the federal monies.

1 Section 5. Inclusion of Federal Funds in Executive Budget.
2 (a) Pursuant to state statute governing preparation and sub-
-3 mission of annual budget by the governor to the legislature,
4 the secretary of administration and finance shall henceforth
5 include all federal monies received or anticipated by agencies
6 as a part of the budget request so as to show for each activity
7 the amount of state monies requested, by fund, the amount of v
8 federal monies anticipated or due, the amount of other non-
-9 state monies requested or anticipated, and the total antici-

-10 pated expenditure, from all sources for the respective activity.
11 (b) A similar breakdown of funding sources shall be shown
12 for current and preceding fiscal periods.
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2 (a) No agency shall establish new or expand existing pro-
-3 grams, including any program involving federal or other non-
-4 state monies, beyond the scope of those already established,
5 recognized, and appropriated for by the legislature until the
6 program and the availability of money is submitted by the
7 agency to the commissioner of administration and finance for
8 recommendation to the legislature.
9 (b) No state agency may make expenditures of any federal

10 monies, whether such monies are advanced prior to expendi-
-11 hire or as reimbursement, unless such expenditures are made
12 pursuant to specific appropriations of the legislature.
13 (c) To the extent not precluded by the terms and conditions
14 under which financial aid is made available by the federal gov-
-15 eminent, the agency shall use the monies in accordance with
16 any policies or priorities the legislature may have established
17 for the activity being assisted or for the use of state, federal,
18 and other fiscal resources in a particular fiscal year.
19 (d) If the federal monies received are less than the amount
20 of such monies appropriated by the legislture according to this
21 act and for such a specific purpose, the total appropriation of
22 federal and state monies for such purpose shall be reduced in
23 proportion to the amount of reduction in federal monies.
24 (e) If the federal monies received are greater than the
25 amount of such monies appropriated by the legislature accord-
-26 ing to this act and for a specific purpose, the total appropria-
-27 tion of federal and state monies for such purpose shall remain
28 at the amount designated by the legislature.

2 (a) the disbursement of federal funds which have been desig-
-3 nated by the federal government solely for disbursement to

, 4 units of local government or school districts when such dis-
-5 bursements are received by a state agency exclusively for the
6 purpose of such distribution:
? (b) the Governor from exercising emergency powers in-
-8 vested in him in cases of declared emergency or disaster; or
9 (c) the disbursement of funds received from the federal

10 government on behalf of individuals in the care or custody of

1 Section 7. Section 2E shallnot preclude:

1 Section 6. Legislative Appropriation Authority.
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11 a state agency where such funds are personal benefits for the
12 individual and are disbursed on behalf of such individual and
13 not for public purposes.
14 (d) the disbursement or expenditure of federal grants re-
-15 ceived for specific research projects or student aid programs,
16 providing, a sufficient portion of such grants is first deposited
17 in the general fund to defray the full cost of insurance, re-
-18 tirement and other employee fringe benefits to individuals
19 compensated out of such grants, and the overhead costs of
20 reimbursements provided under the terms of such grants.


