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By Mr. Flood of Canton, petition of John H. Flood and other
members of the General Court for legislation to limit the amount of
surplus which can be used as revenue in a succeeding fiscal year,
providing that a portion shall be credited to a local aid stabilization
fund, a portion to a balanced budget stabilization fund, and a portion
to an unfunded pension liability fund. Taxation.

In the Year One Thousand Nine Hundred and Eighty-Six

An Act limiting the amount of surplus which can be used as
REVENUE IN A SUCCEEDING FISCAL YEAR; PROVIDING THAT A PORTION

SHALL BE CREDITED TO A LOCAL AID STABILIZATION FUND, A PORTION

TO A BALANCED BUDGET STABILIZATION FUND, AND A PORTION TO AN
UNFUNDED PENSION LIABILTY FUND.

Be it enacted by the Senate and House ofRepresentatives in General
COurt assembled, and by the authority of the same, as follows:

1 SECTION I. Section I of Chapter 29 of the General Laws, as
2 most recently amended by section 40 of chapter 579 of the acts of
3 1980, is hereby further amended by adding at the end thereof the
4 following paragraph;
5 The words “consolidated net surplus in the operating funds”, as
6 used in this chapter, shall mean the sum of the amounts remaining
7 in the General Fund, the Local Aid Lund and the Highway Lund at
8 the close of the fiscal year, after authorized transfers from any one
9 of said funds to another.

1 SECTION 2. Said chapter 29 is hereby further amended in
2 section 2D, as most recently amended by section 58 of chapter 367
3 of the acts of 1978, by striking out the final two paragraphs and
4 inserting in place thereof the following:
5 Revenue credited to the Local Aid Lund shall be used solely for
6 payment directly to cities, towns and districts of such amounts as
7 may be appropriated for state assistance, reimbursements and
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distributions to such cities, towns and districts as provided by
general and special law, except amounts distributed from the
Highway Fund in accordance with the provisions of section thirty-
one of chapter eighty-one; for payment of state assistance to cities
and towns in accordance with the provisions of clause (c) of section
thirty-five of chapter ten; for payment of amounts appropriated
lor the commonwealth’s share of net county court costs; and for
payment of other costs previously borne by cities, towns, districts
and counties which the general court may vote to assume.

8
9

10
II
12
13
14
15
16

Any additional distribution from this fund shall be used solely
for the reduction of property taxes.

17
18

Commencing with the nineteen hundred and eighty-six fiscal
year, the minimum amount of increased assistance to cities, towns
and districts to be included in the annual local aid resolution, so
called, adopted by the general court for early notification to cities,
towns and districts of the additional amounts of state assistance to
be provided during the next fiscal year shall equal the difference
between the total amount credited to the Local Aid Fund in clauses
(a), (b) and (c) in the next preceding fiscal year, as certified in
accordance with section five, and the total amount credited to said
fund in said clauses in the fiscal year preceding that.

19
20
21
22
23
24
25
26
27
28

SECTION 3. Said chapter 29 is hereby further amended by
adding after section 2G the following new sections:2

3
4

Section 2H. There shall be established and set up on the books
of the commonwealth a separate fund to be known as the Balanced
Budget Stabilization Fund, consisting of amounts transferred to
the fund in accordance with the provisions of section five C and
income derived from the investment of amounts so transferred.
The purpose of the fund shall be to create and maintain a reserve to
which any available portion of a consolidated net surplus in the
operating funds shall be transferred and from which only such
amounts may be appropriated as are needed to prevent a deficiency
in accordance with the provisions of section nine C.

5

6
i

8
9

10
II
12

In the event that the amount remaining in the fund at the close of
a fiscal year exceeds five per cent of the total revenue received from
taxes in that fiscal year, as shown in the statement of the comp-
troller required by section five, the amount so in excess shall be
transferred to the Unfunded Pension Liability Fund.

13
14
15
16
17
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I 8 Section 21. There shall be established and set up on the books of
19 the commonwealth a separate fund to be known as the Unfunded
20 Pension Liability Fund, consisting of amounts transferred to such
21 fund in accordance with the provisions of sections two H and five C
22 and income derived from the investment of amounts so trans-
-23 ferred. The purpose of the fund shall be to serve as a repository of
24 amounts available for appropriation to the Pension Reserve
25 Investment Trust Fund established by chapter six hundred and
26 sixty-one of the acts of nineteen hundred and eighty-three as
27 follows: (a) Eighty per cent of the amount so available shall be
28 appropriated to the Pension Reserve Fund of the state employees’
29 and teachers’ retirement systems; and, (b) Twenty per cent of the
30 amounts so available shall be appropriated into a separate account
31 to be accumulated for the payment of the unfunded pension liabili-
-32 ties to city, town and county retirement systems which are partici-
-33 pants in said Pension Reserve Investment Trust Fund.
34 Section 2J. There shall be established and set up on the books
35 of the commonwealth a separate fund to be known as the Local Aid
36 Stabilization Fund, consisting of amounts transferred to the fund
37 in accordance with the provisions of section five C and income
38 from the amount so transferred. The purpose of thefund shallbe to
39 create and maintain a reserve to which a proportion of the consoli-
-40 dated net surplus in the operating funds shall be transferred, and
41 from which only such amounts may be appropriated, to the extent
42 funds are available, as follows;
43 (a) If at the time of determining the total increase in assistance
44 to cities, towns and districts to be included in the so-called annual
45 local aid resolution for the next fiscal year as provided in section
46 two D, the total increase in said amount to be included is less than
47 an amount equal to five per cent of the total net sums credited to
48 the Local Aid Fund in the next preceding fiscal year, an amount
49 equal to such shortfall may be appropriated in accordance with the
50 provisions of said section two D.
51 (h) If at the time of determining the total increase in the net sums
52 to be received and credited to the Local Aid Fund during the next
53 fiscal year there is estimated to be a decrease in the amount of
54 federal general revenue sharing or funds provided under Title V,
55 Chapter 2of the Omnibus Reconciliation Budget Act of 1981, P.L.
56 97-35 made available to the cities, towns and districts of the com-
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57 monwealth, an amount up to the total ofall such decreases may be
58 appropriated as payments to such cities, towns and districts in the
59 next fiscal year; provided, that unless the language of the appropri-
-60 ation specifically provides otherwise, the payments shall be in
61 direct proportion to the estimated decrease in said federal funds in
62 each city, town or district.
63 (c) If at the time of determining the total increase in the net sums
64 to be received and credited to the Local Aid Fund during the next
65 fiscal year there is estimated to be a decrease in the amount of state
66 assistance to cities and towns in accordance with the provisions of
67 clause (c) of section thirty-five of chapter ten in such fiscal year
68 over the current fiscal year, an amount up to the amount of such
69 decrease may be appropriated as state assistance to such cities and
70 towns; provided, that, unless the language of the appropriation
71 specifically provides otherwise, the assistance to cities, towns and
72 districts shall be in direct proportion to the estimated decrease in
73 such assistance in each city, town or district.
74 (d) In the event that the amount remaining in the fund at the
75 close of a fiscal year exceeds an amount equal to seven per cent of
76 the net sums so received and so credited to the Local Aid Fund in
77 the preceding fiscal year, an amount equal to such excess may be
78 appropriated as state assistance to cities, towns and districts during
79 the next fiscal year, in accordance with section two D.

1 SECTION 4. Subsection (/) of section 5 of said chapter 29, as
2 most recently amended by section 45 of chapter 579 of the acts of
3 1980, is hereby further amended by adding alter clause (/) the
4 following new clause:
5 (g) The consolidated net surplus in the operating funds at the
6 close of the preceding fiscal year, and the amount by which such
7 surplus exceeds one-half of one per cent of the total amount of
8 revenue received from taxes in the preceding fiscal year as itemized
9 in clause (<■) above.

10 (h) The amount in the Balanced Budget Stabilization Fund at
11 the close of the preceding fiscal year, and the amount by which such
12 amount exceeds five per cent of the total amount of revenue
13 received from taxes in the preceding fiscal year as itemized in clause
14 (c) above.
15 (/) The amount in the Unfunded Pension Liability Fund at the
16 close of the preceding fiscal year.
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17 (j) Ihe amount in the Local Aid Stabilization Fund at the close
18 of the preceding fiscal year, and the amount by which such amount
19 exceeds the total increase in the net sums credited to the Local Aid
20 Fund under paragraphs (a), (h), and (c) of section 2D in the next
21 preceding fiscal year over the fiscal year preceding that.

1 SECTION 5. Section 5B of said chapter 29, as most recently
2 amended by chapter 61 I of the acts of 1983, is hereby further
3 amended by striking out the first paragraph and inserting in place
4 thereof the following;
5 The commissioner of administration, with the approval of the
6 governor, shall annually on or before August fifteenth, prepare
7 estimates of the total revenue which in his judgment will be avail-
-8 able for appropriation during the current fiscal year and for the
9 annual budget for the ensuing fiscal year. In making such estimates

10 he shall take into account the impact of existing taxes, the probable
1 1 economic growth within the state; the estimated growth in personal
12 income, anticipated federal fund receipts and departmental and
13 other revenue based on existing laws. In estimating revenues avail-
-14 able for the current year, he shall include the amount certified by
15 the comptroller under the provisions of section five C as available
16 from the consolidated net surplus in the operating funds at the

I 7 close of the preceding fiscal year and not in excess of one-half of
18 one per cent of the total revenues from taxes in such fiscal year. In
19 estimating revenues to be available for the annual budget for the
20 ensuing fiscal year, he shall include an amount of any anticipated
21 consolidated net surplus in operating funds not in excess of one-
-22 half of one per cent of the estimated total revenues from taxes for
23 the current fiscal year.

1 SECTION 6. Said chapter 29 is hereby further amended b\
2 inserting, after section 58, the following new section:
3 Seel ion SC. The comptroller shall annually, on or before
4 August fifteenth, certify to the secretary of administration the
5 amount of the consolidated net surplus in the operating funds at
6 the close of the preceding fiscal year. To the extent funds are
7 available, the amount so certified shall be disposed of as follows:
8 {a) An amount equal to one-half of one per cent of the total
9 revenue from taxes in the preceding fiscal year, as certified in
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10 accordance with section five, shall be transferred to the Local Aid
11 Stabilization Fund.
12 ( h) So much of the remaining consolidated net surplus as is
13 equal to one-half of one per cent of the total revenue from taxes in
14 the preceding fiscal year shall be available to be used as revenue for
15 the current fiscal year;
16 (c) Any remaining amount of such consolidated net surplus
17 shall be transferred, without further appropriation, as follows:
18 (/) One-half shall be transferred to the Balanced Budget Stabili-

-19 zation Fund; and
20 (2) One-half shall be transferred to the Unfunded Pension Lia-
-21 bility Fund.

1 SECTION 7. Section 6 of said chapter 29, as most recently
2 amended by section 47 of chapter 579 of the acts of 1980, is hereby
3 further amended by adding at the end thereof the following;
4 In so far as is practicable, the total amount recommended by the
5 governor for appropriation in the ensuing fiscal year shall not
6 increase over the total amount expended for the current fiscal year
7 by a percentage greater than the estimated percentage growth in
8 personal income.

1 SECTION 8. Section 9C of said chapter 29, as inserted by
2 section 3F of chapter 283 of the acts of 1976, is hereby amended by
3 adding at the end thereof the following new paragraph:—
4 As an alternative to the submission of such proposals to raise
5 additional revenues and to the extent funds are available, the
6 governor may recommend an appropriation equal to such defi-
-7 ciency from the Balanced Budget Stabilization Fund.
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1 SECTION 9. This act shall take effect upon its passage.
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