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HOUSE OF REPRESENTATIVES, December 1, 1992

The committee on Commerce and Labor, to whom was referred
the petition (accompanied by bill, House, No. 6088), of Daniel E.
Bosley, Robert A. Havern and Shannon P. O’Brien relative to
restoring solvency to the Unemployment Compensation Fund,
reports recommending that the accompanying bill (House, No. 6258)
ought to pass.

For the committee,

QCfye Commontoealti) of iflaggacfjugett#

DANIEL E. BOSLEY
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je Commontoealtf) of 4Hao*art)u*etto

In the Year One Thousand Nine Hundred and Ninety-Two.

An Act relative to restoring solvency to the unemployment

COMPENSATION FUND.

1 Whereas, The deferred operation of this act would tend to
2 defeat its purpose, which is to immediately begin to restore
3 solvency to the Unemployment Compensation Fund, therefore it
4 is hereby declared to be an emergency law, necessary for the
5 immediate preservation of the public convenience.

Be it enacted by the Senate and House ofRepresentatives in General
Court assembled, and by the authority of the same, asfollows:

1 SECTION 1. Chapter 151 A of the General Laws is hereby
2 amended by striking out section 14J, inserted by section 16 of
3 chapter 26 of the acts of 1992, and inserting in place thereof the
4 following section:
5 Section 14J. (a) For the period from January first, nineteen
6 hundred and ninety-two until December thirty-first, nineteen
7 hundred and ninety-three, each employer required to make
8 contributions pursuant to section fourteen shall pay, at the same
9 time as the required contributions are due, an excise on the wages

10 paid its employees in accordance with the following table:

11 Employer Account
12 Reserve Percentage Rate

13 Negative Percentage
14 7.0 or more 0.9
15 3.0 but less than 7.0 0.8
16 0.0 but less than 3.0 0.7
17 Positive Percentage
18 0.0 but less than 4.0 0.6
19 4.0 but less than 9.0 0.5
20 9.0 but less than 13.5 0.4
21 13.5 or more 0.3
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22 (b) For the period from January first, nineteen hundred and
23 ninety-four until such time as all bonds which may have been
24 issued under section fifty-one of chapter one hundred and eighteen
25 of the acts of nineteen hundred and ninety-two shall have been
26 paid or provided for, each employer required to make
27 contributions pursuant to section fourteen shall pay, at the same
28 time as the required contributions are due, an excise on the wages
29 paid its employees on or after January first, nineteen hundred and
30 ninety-four at a rate from the schedule which appears in a column
31 of rates appearing in the Experience Rate Table provided in para-
-32 graph (1) of subsection (i) of section fourteen, or a comparable
33 experience rated schedule, provided the commissioner provides
34 notice of any alternative experience rated schedule at least thirty
35 days before its adoption.
36 (c) For the purpose of this section, the term “wages” shall
37 include only that part of remuneration on which the employer is
38 required to make contributions pursuant to section fourteen. Such
39 excise shall be paid to the commissioner in accordance with the
40 procedures prescribed by the commissioner. The commissioner
41 shall deposit the receipts or such excise into the Federal Loan
42 Interest Fund established by section fourteen X until such time
43 as bonds have been issued pursuant to section fifty-one of
44 chapter one hundred and eighteen of the acts of nineteen hundred
45 and ninety-two and, thereafter, into the Special Contribution
46 Unemployment Compensation Advance Fund established in said
47 section fifty-one or said Federal Loan Interest Fund, as appro-
-48 priate; provided, however, that in any particular year the commis-
-49 sioner shall not deposit any such receipts into said Federal Loan
50 Interest Fund until such time as the aggregate amount of receipts
51 deposited into said Special Contribution Unemployment
52 Compensation Advance Fund equals the amount certified as
53 required for that year in accordance with subsection (e). Such
54 receipts shall not be subject to the allowable state tax revenue
55 limitations established by chapter twenty-nine Bor chapter sixty-
-56 two F. Prior to the depositing of the receipts into the Federal
57 Loan Interest Fund, the commissioner may deduct all adminis-
-58 trative costs incurred as a result of this section, including an
59 amount as determined by the United States Secretary of Labor
60 in accordance with federal cost rules, if applicable.
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61 (d) Except where inconsistent with the terms of this section,
62 the terms and conditions of this chapter which are applicable to
63 the payment of and the collection of contributions shall apply to
64 the same extent to the payment of and the collection of said excise;
65 provided, however, that said excise shall not be credited to the
66 employer’s account or to the solvency account established
67 pursuant to section fourteen except as otherwise provided in
68 section fourteen K or in section fifty-one of chapter one hundred
69 and eighteen of the acts of nineteen hundred and ninety-two.
70 (e) The commissioner shall, for calendar years nineteen
71 hundred and ninety-two and nineteen hundred and ninety-three,
72 adjust the excise rates specified in subsection (a) and, for
73 calendar year nineteen hundred and ninety-four and for each
74 calendar year thereafter, impose a schedule of excise rates, so that
75 such rates are sufficient (i) to meet the debt service requirements
76 and associated costs related to the Special Contribution
77 Unemployment Compensation Advance Fund established in
78 section fifty-one of chapter one hundred and eighteen of the acts
79 of nineteen hundred and ninety-two, as certified to the commis-
-80 sioner by the agency described in said section fifty-one, and (ii) to
81 pay interest required to be paid under section 1202(b) of the
82 Social Security Act.

1 SECTION 2. Section 14K of said chapter 151A, inserted by
2 section 16 of chapter 26 of the acts of 1992, is hereby amended
3 by adding the following paragraph:
4 Notwithstanding the foregoing provisions of this section, any
5 moneys deposited in the Federal Loan Interest Fund prior to the
6 issuance of bonds pursuant to section fifty-one of chapter one
7 hundred and eighteen of the acts of nineteen hundred and ninety-
-8 two may be transferred by the commissioner to the Special
9 Contribution Unemployment Compensation Advance Fund

10 established in said section fifty-one.

1 SECTION 3. Section seventeen of chapter twenty-six of the
2 acts of nineteen hundred and ninety-two is hereby repealed.

1 SECTION 4. Section twenty-seven of said chapter twenty-six
2 of the acts of nineteen hundred and ninety-two, as appearing in
3 section three A of chapter one hundred and eighteen of the acts
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4 of nineteen hundred and ninety-two, is hereby amended by adding
5 at the end thereof the following sentence: The commissioner
6 of the department of employment and training shall annually
7 make a recommendation to the chairs of the joint committee on
8 commerce and labor on the appropriate schedule for each
9 calendar year during which bonds may be outstanding under

10 section fifty-one of chapter one hundred and eighteen of the acts
11 of nineteen hundred and ninety-two. Such recommendation to
12 adjust schedules shall reflect a reduction in contributions equal
13 to all or a portion of the amount to be collected pursuant to
14 section fourteen J of chapter one hundred and fifty-one A of the
15 General Laws.

1 SECTION 5. Section thirty-eight of said chapter twenty-six is
2 hereby repealed.

1 SECTION 6. Chapter 118 of the acts of 1992 is hereby
2 amended by striking out section 51 and inserting in place thereof
3 the following section:
4 Section 51. The general court hereby finds that it is an essential
5 governmental function to assure that the balance in the common-
-6 wealth’s account in the federal unemployment trust fund is
7 maintained at a level which is sufficient to pay all benefits and
8 that the financing and repayment of any principal amount which
9 may have been or may be advanced to the commonwealth from

10 the federal account of the unemployment trust fund and the
11 financing and funding of the commonwealth’s account in the
12 unemployment trust fund to the extent necessary to avoid
13 excessive federal interest and penalty charges by the issuance of
14 revenue bonds or bond anticipation notes by the Massachusetts
15 Industrial Finance Agency as a purpose thereof pursuant to this
16 section is in the public interest, will substantially result in savings
17 of federal interest and penalty costs, will achieve a public purpose
18 of reducing overall costs of providing employment benefits and
19 will thereby foster and promote economic growth, provide

20 employment opportunities for theresidents of the commonwealth
21 and assist companies by reducing their overall costs of doing
22 business in the commonwealth
23 The following words, as used in this section, shall have the
24 following meanings, unless the context clearly requires otherwise:
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25 “Agency”, the Massachusetts Industrial Finance Agency
26 (MIFA) established pursuant to the provisions of section thirty-
-27 one of chapter twenty-three Aof the General Laws.
28 “Secretary”, the secretary of the executive office of economic
29 affairs.
30 “Special Revenues”, any contributions, receipts or other
31 payments or amounts received or to be received from each
32 employer on account of the excise imposed by section fourteen J
33 of chapter one hundred and fifty-one Aof the General Laws and
34 all amounts held in the Special Contribution Unemployment
35 Compensation Advance Fund and interest or other income earned
36 on the investment of moneys in said fund.
37 (a) The agency may issue revenue bonds in one or more series
38 and in principal amounts necessary or estimated to be necessary
39 as an advance to the unemployment compensation fund or to
40 repay advances made to the commonwealth from the federal
41 unemployment account for the fiscal years ending nineteen
42 hundred and ninety-two through nineteen hundred and ninety-
-43 eight, inclusive, or to refund excess contributions made by
44 employers on account of calendar year nineteen hundred and
45 ninety-two or to refund bonds previously issued therefor and such
46 additional amount ofbonds required to fund any debt service and
47 reserve account in accordance with the proceedings authorizing
48 such bonds and the costs of issuance, capitalized interest, if any,
49 and the initial costs and expenses of the administration account;
50 provided, however, that the principal amount of bonds issued and
51 outstanding under this section shall not exceed eight hundred
52 million dollars; and provided, further, that in computing the total
53 amount of bonds which may at any one time be outstanding, the
54 principal amount of any refunding bonds issued to refund bonds
55 shall be excluded. The bonds shall be issued by the agency upon
56 a request filed with the agency by the secretary stating the amount
57 required for the above purposes and the date or dates upon which
58 such funds are needed in order to avoid any federal interest or
59 penalty charges, and such other matters as the secretary and the
60 agency shall determine as appropriate under such request,
61 consistent with carrying out the purposes of this section. Such
62 request can be filed with the agency only after the secretary sends
63 a letter to the governor finding that employers in the common-
-64 wealth will benefit from the issuance of revenue bonds and
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65 estimating such savings. Such revenue bonds shall mature not
66 later than ten years from their date of issue. The principal of and
67 interest on any bonds and bond anticipation notes issued pursuant
68 to this section shall be secured by a pledge of the Special
69 Contribution Unemployment Compensation Advance Fund
70 established pursuant to the provisions of paragraph (b) and any
71 special revenues, all as set forth in the proceedings authorizing
72 such bonds or notes pursuant to this section. The bonds shall not
73 be deemed a debt or liability of the commonwealth or any political
74 subdivision thereof or a pledge of the faith and credit of any such
75 political subdivision or, except as provided in the covenants
76 contained in paragraph (d), of the commonwealth, but shall be
77 payable solely from the pledged revenues. The secretary, on behalf
78 of the commonwealth, is hereby authorized to enter into such
79 agreements and instruments as may be necessary or convenient
80 to confirm the pledge of special revenues and otherwise to carry
81 out the purposes of this section, and such pledge shall be valid
82 and binding without any physical delivery or further act. The lien
83 of such pledge shall be valid and binding as against all parties
84 having claims of any kind in tort, contract or otherwise,
85 irrespective of whether such parties have notice thereof, and any
86 such pledge shall be perfected by filing of any such agreement or
87 instrument in the records of the agency without the necessity of
88 any filing under chapter one hundred and six of the GeneralLaws.
89 Except as herein otherwise provided, the definition of “bonds” in
90 paragraph (b) of section thirty of chapter twenty-three A of the
91 General Laws shall apply to the term “bonds” herein and the
92 provisions of section thirty-six and paragraphs (d) to (k),
93 inclusive, of section thirty-five of said chapter twenty-three A
94 shall apply to any bonds and notes issued under this section;
95 provided, however, that the last sentence of said paragraph (d)
96 shall not apply; and provided, further, that in the last sentence
97 of said paragraph (k), the reference to paragraph (k) shall be
98 deemed to refer to this section.
99 (b) There is hereby established and created a fund to be known
100 as the Special Contribution Unemployment Compensation
101 Advance Fund. Such fund shall be administered by the agency
102 as a trust fund in accordance with the provisions of this section.
103 The agency may enter into such contracts as may be necessary
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or useful to the organization, establishment, operation and admin-
istration of the fund under all applicable laws of the common-
wealth and of the United States and may contract with any person
to provide such services to the fund as, in the discretion of the
agency, are necessary for the proper operation and administration
of said fund. The department of employment and training, on
behalf of the commonwealth, and the agency shall contract for
the billing, payment and collection of the excise imposed by
section fourteen J of chapter one hundred and fifty-one A of the
General Laws, and the agency shall reimburse such department,
solely from moneys available therefor in said fund, for all admin-
istrative costs incurred, including any amount as determined by
the United States Secretary of Labor in accordance with federal
cost rules, if applicable. All costs of organizing, establishing and
operating the fund, including the costs of personnel and
contractual services, shall be a charge upon and paid by the agency
from said fund. In addition, all costs of the necessary procedures
for billing, payment and collection of the excise imposed by said
section fourteen J of said chapter one hundred and fifty-one A
upon request and with the approval of the secretary shall be a
charge upon and paid by the agency from said fund. All costs
related to the organization, establishment and operation of the
fund and all costs related to the establishment of billing, payment
and collection procedures respecting moneys received from
employers in payment of the excise imposed by said
section fourteen J of said chapter one hundred and fifty-one A
to the extent not payable from said fund, may be paid from other
moneys of the commonwealth pursuant to said chapter one
hundred and fifty-one A when made available thereunder for such
purpose; provided, however, that amounts in the account of the
Commonwealth in the unemployment trust fund maintained in
the United States Treasury pursuant to Section 904 of the Social
Security Act may be used only to pay benefits; and provided,
further, that grants received by the commonwealth pursuant to
Title 111 of the Social Security Act may be used only for purposes
found necessary by the United States Secretary of Labor for the
proper and efficient administration of said chapter one hundred
and fifty-one A. There is hereby established and created within
the fund an advance account, a debt service and reserve account
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143 and an administration account, which accounts shall be held
separate and apart from each other. Additional accounts and
subaccounts may be established in the proceedings under w hich
the revenue bonds and bond anticipation notes are authorized.

144
145
146

There shall be deposited in the advance account: (1) the
proceeds of revenue bonds issued by the agency for the purpose
of deposit therein and use in accordance with this section; and
(2) interest or other income earned on the investment of moneys
in the advance account pending transfer or use pursuant to this
section.

147
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(c) To the extent the proceeds of revenue bonds are available
therefor and on request of the secretary pursuant to paragraph (d),
the agency shall apply the same to repay in accordance with the
proceedings authorizing any revenue bonds issued pursuant to this
section, the outstanding balance of all or any part of the advances
made to the commonwealth from the federal unemployment
account under Title XII of the Social Security Act, 42 USC
sections 1321 to 1324, inclusive, to provide advances to the
unemployment compensation fund and to refund excess
contributions made by employers on account of calendar year
nineteen hundred and ninety-two.
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Within the debt service and reserve account there are
established the following subaccounts: (1) a reserve subaccount
into which shall be deposited the proceeds of revenue bonds issued
by the agency for the purpose of deposit therein and use in
accordance with this section, in an amount not to exceed the
maximum annual debt service on bonds issued and outstanding
under this section; and (2) a debt service subaccount into which
shall be deposited, in accordance with the proceedings authorizing
such bonds, the proceeds of the initial issuance of revenue bonds,
capitalized interest to the extent required and payments received
from or on behalf of any employer in payment of the excise
imposed by section fourteen J of chapter one hundred and fifty-
one A of the General Laws and any other special revenues
attributable to the debt service requirement. Moneys in each
subaccount created herein may be applied by the agency for debt
service on revenue bonds. The agency shall apply amounts in the
reserve subaccount to the payment of debt service on bonds
whenever amounts on deposit in the debt service subaccount are
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182 insufficient therefor. The net proceeds of any refunding bonds
shall be deposited in a special subaccount within the debt service
and reserve account and shall be applied solely to the retirement
or redemption of the bonds to be refunded.

183
184
185

There shall be deposited in the administration account; (1) the
proceeds of revenue bonds issued by the agency for the purpose
of deposit therein and use in accordance with this section; and
(2) any additional moneys received from employers in payment
of the excise imposed by section fourteen J of chapter one
hundred and fifty-one A of the General Laws or other special
revenues to offset the costs and expenses of administering and
operating the fund. Amounts in the administration account may
be applied to offset the costs and expenses of establishing,
administering and operating the fund.

186
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193
194
195
196 The Special Contribution Unemployment Compensation

Advance Fund shall be maintained separate and apart from all
other moneys, funds and accounts of the agency. When all bonds
issued under this section have been paid or provided for, as
determined by the agency, any moneys remaining in the fund shall
be transferred to the unemployment compensation fund.
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202 (d) Upon the issuance of revenue bonds by the agency and to

the extent there are sufficient proceeds available therefor, any
advances to the unemployment compensation fund that the
secretary deems necessary for the payment of benefits pursuant
to the provisions of chapter one hundred and fifty-one A of the
General Laws or for the repayment of advances made to the
commonwealth from the federal unemployment account and any
refunds to employers of excess contributions may be obtained
from the advance account of the Special Contribution
Unemployment Compensation Advance Fund. The agency shall,
on request filed in writing by the secretary, withdraw from the
advance account of the Special Contribution Unemployment
Compensation Advance Fund and transfer to the commonwealth
amounts determined by the secretary to be required for the
payment of benefits pursuant to said chapter one hundred and
fifty-one A, for the repayment of advances made to the common-
wealth from the federal unemployment account or for refunds to
employers. The agency shall annually certify to the commissioner
of the department of employment and training an amount
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221 determined by the agency to be sufficient to meet the debt service
requirements and associated costs related to the Special
Contribution Unemployment Compensation Advance Fund for
the ensuing year, which amount shall be the sum of (i) the
principal of and premium and interest on bonds issued under this
section and payable during such year multiplied by a percentage
not exceeding one hundred and twenty-five percent, plus (ii) the
amount, if any, required to be deposited during such year in the
reserve subaccount to fund or replenish said subaccount to a
balance not in excess of the amount specified in paragraph (c)(1)
above, plus (iii) the estimated associated costs during such year,
less (iv) amounts otherwise available hereunder for any of the
foregoing purposes. For the purposes of this paragraph the words,
“associated costs”, shall mean all costs related to the efficient
establishment, operation and administration of the Special
Contribution Unemployment Compensation Advance Fund
computed in accordance with the proceedings under which the
bonds and any bond anticipation notes are issued pursuant to this
section, including, notwithstanding any pledge herein, rebate
payments due to the United States Treasury, and the costs of the
billing, payment and collection procedures referred to in para-
graph (b).
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243 The moneys in the advance account may also be used to pay

any costs related to the issuance of revenue bonds by the agency
pursuant to this section and to pay any debt service thereon for
which amounts on deposit in the debt service and reserve account
are insufficient.
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Bonds issued pursuant to paragraph (a) shall be special obli-
gations of the agency and shall not be payable from nor charged
upon any funds other than the Special Contribution Unemploy-
ment Compensation Advance Fund and special revenues pledged
to the payment thereof, nor shall the agency be subject to any
liability thereon other than from such sources.
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Whether or not any revenue bonds or bond anticipation notes
issued by the agency pursuant to this section are of such form and
character as to be negotiable instruments under the terms of
chapter one hundred and six of the General Laws, such bonds
and bond anticipation notes are hereby made negotiable
instruments within the meaning of and for all purposes of said
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chapter one hundred and six, subject only to the provisions of
such bonds and bond anticipation notes.

260
261
262 The commonwealth covenants with the purchasers and all

subsequent owners and transferees of revenue bonds and bond
anticipation notes issued by the agency pursuant to this section in
consideration of the acceptance of and payment for such bonds
or bond anticipation notes, that such bonds or bond anticipation
notes shall be free at all times from taxes levied by any
municipality or political subdivision or special district of the
commonwealth having taxing powers, and the principal and
interest of any bonds and bond anticipation notes issued by the
agency under the provisions of this section, their transfer and the
income therefrom, including any profit on the sale or transfer
thereof, shall at all times be exempt from any taxation by the
commonwealth or under its authority. The agency is authorized
to include this covenant of the commonwealth in any agreement
with the owner of any such bonds or bond anticipation notes and
in any credit facility or reimbursement agreement with respect
thereto.
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The special revenues, including the excise imposed by
section fourteen J of chapter one hundred and fifty-one A of the
General Laws, are hereby impressed with a trust and dedicated
and pledged exclusively to the purposes set forth in this
section and said section fourteen J, to be disbursed solely in
accordance with the limitations and conditions prescribed in this
section and said section fourteen J. The commonwealth further
covenants with the purchasers and all subsequent owners and
transferees of bonds and bond anticipation notes issued by the
agency pursuant to this section in consideration of the acceptance
of the payment for the bonds and bond anticipation notes, until
such bonds and bond anticipation notes, together with the interest
thereon, with interest on any unpaid installment of interest and
all costs and expenses in connection with any action or proceeding
on behalf of such owners, are duly met and discharged or unless
expressly permitted or otherwise authorized by the term of each
contract and agreement made or entered into by or on behalf of
the agency with or for the benefit of such owners, that the trust
with which the special revenues are impressed shall not be broken
and that the provisions of section fourteen J of chapter one
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299 hundred and fifty-one A of the GeneralLaws will not be modified
in any manner that would adversely affect the holders of bonds
or bond anticipation notes issued under this section so long as
any such bonds or bond anticipation notes are outstanding and
further, that the commonwealth (1) will not limit or alter the
duties imposed on the commonwealth, the agency and other
officers of the commonwealth by the proceedings authorizing the
issuance of bonds or bond anticipation notes with respect to appli-
cation of pledged special revenues or other revenues, receipts,
funds or moneys pledged for the payment of debt service
requirements; (2) will not create or cause to be created any lien
or charge on such pledged amounts, including the special
revenues, other than a lien or pledge created thereon pursuant to
this section; provided, however, that nothing in this para-
graph shall prevent the agency from issuing evidences of
indebtedness (A) which are secured by a pledge or lien which is
and shall on the face thereof be expressly subordinate and junior
in all respects to every lien and pledge created by or pursuant to
this section; or (B) which are secured by a pledge of or lien on
moneys or funds derived on or after such date as every pledge
or lien thereon created by or pursuant to this section shall be
discharged and satisfied; (3) will not in any way impair the rights,
exemptions or remedies of such owners; and (4) will not limit,
modify, rescind, repeal or otherwise alter the rights or obligations
of the appropriate officers of the commonwealth to impose,
maintain, charge or collect the excise imposed by section four-
teen J of chapter one hundred and fifty-one A of the GeneralLaws
and other revenues or receipts constituting the special revenues
as may be necessary to produce sufficient revenues to fulfill the
terms of the proceedings authorizing the issuance of the bonds,
including pledged revenue coverage requirements. The agency is
authorized to include this covenant of the commonwealth, as a
contract of the commonwealth, in any agreement with the owner
of any such bonds or bond anticipation notes and in any credit
facility or reimbursement agreement with respect thereto.
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SECTION 7. Section 473 of Chapter 133 of the Acts of 1992
is hereby amended by striking out in line 5, the word
“nonemergency”.
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1 SECTION 8. The second paragraph of section 30 of chap-
-2 ter 26 of the acts of 1992, as most recently amended by section 3
3 of chapter 118 of the acts of 1992, is hereby further amended by
4 striking out, in line 4, the term “December, nineteen hundred and
5 ninety-two” and inserting in place thereof the term; April,
6 nineteen hundred and ninety-three.
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