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TO THE HONORABLE SENATE AND HOUSE OF REPRESENTATIVES;

The major objective of any government ought to be to provide the services
required of it in a manner that is within the ability of its citizens to bear
the cost. In more practical terms, this means that our spending should not
increase at a faster rate than our personal income. This I have tried to do,
and with your help have done, in the last three years.

Another objective of government ought to be to return at least a part of
any surplus that has resulted from efficient management and a growing economy
to the taxpayers in the most progressive manner possible. The budget I have
submitted today anticipates a surplus at the end of this fiscal year of $137
million. I recommend that we return $64 million of this growth as a dividend
to the taxpayers by increasing by $2OO each exemption claimed by a taxpayer
for this taxable year. This would mean an increase in exemptions of $BOO for
a working couple with two children or for a couple sixty-five years of age or
over. And, such a reduction would amount to a much larger percentage reduction
for those in the lower income brackets.

have been larger, and indeed it might,
destiny. If we could predict with any
of the Federal deficit or any specific
with it, we might be able to return a

Some might say the reduction could
if we were always in control of our own
degree of certainty the economic effect
budget cuts which might be made to cope
greater portion of the surplus.

an unbelievable deficit and one whoHowever, as one who once inherited
accepted the consequences of working our way back to a state now known for
its fiscal integrity and stability, I know from bitter experience that we
must put aside a reserve for the day when events are beyond our control. There-
fore, I am proposing the creation of a Balanced Budget Stabilization Fund, into
which a portion of each year's surplus will be transferred and from which appro-
priations can be made when required to maintain a balanced budget. By so doing,
we can not only prevent drastic cut-backs in necessary state programs but we
also can prevent reductions in aid to cities and towns in the event revenues in
the Local Aid Fund do not meet expectations.

Also, despite the fact that since we began addressing the problem of our
unfunded pension liability in 1976 we have set aside over $5OO million for
that purpose, we still have made only a dent in a $ 9 billion state and local
problem. The establishment of the Pension Reserve Investment Trust and the addi
tional contributions and earnings made possible through such trust will also
lessen the over-all liaibility, but even more must be done. Therefore, I am
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proposing the creation of an Unfunded Pension Liability Fund into which a por-
tion of each year's surplus will be transferred and available for subsequent
appropriation to the pension reserves--eighty per cent to the state employees'
and teachers' retirement systems and twenty per cent to PRIT to be used for
the unfunded liabilities of cities and towns which are participants in that
trust

In summary, I suggest that we put into place a set of fiscal policies
and practices which together will ensure our fiscal stability and economic
strength for the future. After limiting the amount of any surplus that can
be used to pay for a subsequent year's expenses to 1/2 of 1% of total taxes,
we must continue to show restraint in spending for this year so that we can
allow a one-time "growth dividend" to our taxpayers and still have at least
$4O million to share between a Balanced Budget Stabilization Fund and an
Unfunded Pension Liability Fund.

The legislation I am submitting herewith would accomplish these goals.
But, more importantly, it would institutionalize these fiscal objectives
by providing by statute that the growth in spending should be limited to the
rate of growth in our income and by providing for the dedication of future

fund and unfunded pension liabilitysurpluses to a permanent stabilizat
reserve

With these provisions
statewhat it has become, a
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An Act LIMITING THE AMOUNT CF SURPLUS WHICH CAN BE USED IN A SUCCEEDING
FISCAL YEAR; PROVIDING THAT A PORTION SHALL BE CREDITED TO A BALANCED BUDGET
STABILIZATION FUND AND A PORTION SHALL BE CREDITED TO AN UNFUNDED PENSION
LIABILITY FUND; AND, PROVIDING FOR A PERSONAL INCOME TAX REDUCTION FOR THE
NINETEEN HUNDRED AID EIGHTY-FIVE TAXABLE YEAR.

BKEREAS, The deferred operation of this act would tend to defeat its purpose,
which is to provide a fiscally responsible manner in which any surplus in the
operating funds of the ccmnonwealth at the close of the nineteen hundred and
eighty-five fiscal year may be used to the benefit of the taxpayers ard which
is to further provide that, if the said surplus is large enough, that a tax
reduction be granted to such taxpayers for the nineteen hundred and eighty-five
taxable year, therefore it is hereby declared to be an emergency law, necessary
for the inmediato 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. Section lof Chapter 29 of the General laws, as most recently

2 amended by section 40 of chapter 579 of the acts of 1980, is hereby

3 further amended by adding at the end thereof the following new paragraph

4 The words "consolidated net surplus in the operating funds", as used

5 in this chapter, shall mean the son of the amounts remaining in the General

6 Fund, the Local Aid Fund and the Highway Fund at the close of the fiscal

7 year, after authorized transfers frcm any one of said funds to another.

I SECTION 2. Said chapter 29 is hereby further amended by adding

2 after section 2G the following new sections:-

3 Section 2H. There shall be established and set up on the books

4 of the commonwealth a separate fund to be known as the Balanced

5 Budget Stabilization Fund, consisting of amounts transferred to

6 the fund in accordance with the provisions of section five C and

income derived from the investment of amounts so transferred

9 to which any available portion of a consolidated net surplus in

8 The purpose of the fund shall be to create and maintain a reserve
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10 the operating funds shall be transferred and from which only such

II amounts may be appropriated as are needed to prevent a deficiency

12 in any of such funds in accordance with the provisions of section

13 nine C

14

15 close of a fiscal year exceeds five per cent of the total revenue
16 received from taxes in that fiscal year, as shown in the state-

17 ment of the comptroller required by section five, the amount so

18 in excess shall be transferred to the Unfunded Pension Liability

19 Fund.

20 Section 21. There shall be established and set up on the books

21 of the commonwealth a separate fund to be known as the Unfunded

22 Pension Liability Fund, consisting of amounts transferred to such

23 fund in accordance with the provisions of sections two H and five

24 and income derived from the investment of amounts so transferred.

25 The purpose of the fund shall be to serve as a repository of

26 amounts available for appropriation to the Pension Reserve

27 Investment Trust Fund as follows: (a) Eighty per cent of the

28 amount so available shall be appropriated to the Pension Reserve

29 Fund of the state employees' and teachers' retirement systems;

30 and, (b) Twenty per cent of the amounts so available shall be

31 appropriated into a separate account to be accumulated for the

32 payment of the unfunded pension liabilities of city, town and

33 county retirement systems which are participants in PRIT Fund

| SECTION 3. Subsection Q) of section sof said chapter 29, as

most recently amended by section 45 of chapter 579 of the acts of

3 1980, is hereby further amended by adding after clause (f) the

4 following new clause:-

(3) The consolidated net surplus in the operating funds at5

6 the close of the preceding fiscal year; the amount by which such
surplus exceeds one-half of one per cent of the total amount of

In the event that the amount remaining in the fund at the
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8 revenue received from taxes in the preceding fiscal year as ite-

9 mized in clause (c) above; and, the disposition of such amount in

10 accordance with the provisions of section five C.

(h) The amount in the Balanced Budget Stabilization Fund at

12 the close of the preceding fiscal year; the amount by which such

13 amount exceeds five per cent of the total amount of revenue

14 received from taxes in the preceding fiscal year as itemized in

15 clause (c) above; and, the disposition of such amount in accor-

16 dance with section two H.

17 (i.) The sum of the amount in the Unfunded Pension Liability

18 Fund at the close of the preceding fiscal year and the amounts

19 transferred to such fund under the provision of sections two H

20 and five C which is available for appropriation as provided in

21 section two I.

| SECTION 4. Section 5B of said chapter 29, as most recently

2 amended by chapter 611 of the acts of 1983, is hereby further

3 amended by striking out the first paragraph and inserting in

4 place thereof the following

5 The commissioner of administration, with the approval of the

6 governor, shall annually on or before August fifteenth, prepare

estimates of the total revenue which in his judgment will be

8 available for appropriation during the current fiscal year and

9 for the annual budget for the ensuing fiscal year. In making

10 such estimates he shall take into account the impact of existing

12 mated growth in personal income, anticipated federal fund

13 receipts and departmental and other revenue based on existing

14 laws. In estimating revenues available for the current year, he

15 shall include the amount certified by the comptroller under the

16 provisions of section five C as available from the consolidated

17 net surplus in the operating funds at the close of the preceding

II taxes, the probable economic growth within the state; the esti-
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18 fiscal year and not in excess of one-half of one per cent of the

19 total revenues from taxes in such fiscal year. In estimating

20 revenues to be available for the annual budget for the ensuing

21 fiscal year, he shall include an amount of any anticipated con

22 solidated net surplus in operating funds not in excess of

23 one-half of one per cent of the estimated total revenues from

24 taxes for the current fiscal year.

I SECTION 5. Said chapter 29 is hereby further amended by

2 inserting, after section 58, the following new section

5 amount of the consolidated net surplus in the operating funds at

6 the close of the preceding fiscal year. The amount so certified

7 shall be disposed of as follows:

(a) So much of such consolidated net surplus as is not in8

9 excess of one-half of one per cent of the total revenue from

10 taxes in the preceding fiscal year shall be available to be used

II as revenue for the current fiscal year;

(b) The remainder of such consolidated net surplus shall be12

13 transferred, without appropriation, as follows:

(1) One-half shall be transferred to the Balanced Budget14

15 Stabilization Fund; and

(2) One-half shall be transferred to the Unfunded Pension16

17 Liability Fund

I SECTION 6. Section sof said chapter 29, as most recently

amended by section 47 of chapter 579 of the acts of 1980, is

hereby further amended by adding at the end thereof the following:

4

5 the governor for appropriation in the ensuing fiscal year shall

6 not increase over the total amount estimated to be appropriated

3 Section SC. The comptroller shall annually, on or before

4 August fifteenth, certify to the secretary of administration the

In so far as is practicable, the total amount recommended by
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for the current fiscal year by a percentage greater than the

8 estimated percentage growth in personal income.

| SECTION 7. Section 9C of said chapter 29, as inserted by sec-

tion 3F of chapter 283 of the acts of 1975, 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

5 raise additional revenues and to the extent funds are available.

6 the governor may recommend an appropriation equal to such defi-

ciency from the Balanced Budget Stabilization Fund.

| SECTION 8. Notwithstanding the provisions of section five Cof

chapter twenty-nine of the General Laws, as inserted by section

3 five of this act, the amount of the consolidated net surplus in

4 the operating funds, as defined in section one of said chapter

5 twenty-nine, as inserted by section one of this act, at the close

6 of the nineteen hundred and eighty-five fiscal year, shall be

7 disposed of as follows:

8 (a) So much of such consolidated net surplus as is not in

9 excess of one half of one per cent of the total revenue from

10 taxes in such fiscal year shall be available to be used as reve-

II nue for the nineteen hundred and eighty-six fiscal year

12 (b) The amount of sixty-four million dollars shall be

13 available to be used as revenue for the nineteen hundred and

14 eighty-six fiscal year to offset the loss of revenues from the

15 personal income tax reduction provided below; and

16 (c) The remainder of such consolidated net surplus shall be

7 transferred, without appropriation, as follows:

18 (1) One-half shall be transferred to the Balanced Budget

19 Stabilization Fund; and

20 (2) One-half shall be transferred to the Unfunded
21 Pension Liability Fund.
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For taxable years commencing on and after January first,n

23 nineteen hundred and eighty-five, and before January first, nine-

24 teen hundred and eighty-six, each taxpayer shall receive as

25 reduction in the total tax due under the provisions of chapter

26 sixty-two of the General Laws an amount equal to the product of

27 two hundred dollars times the sum of the number of personal

28 exemptions, additional exemptions for a taxpayer or spouse who is

29 sixty-five years of age or over, additional exemptions for a tax-

30 payer or spouse who is totally blind and dependency exemptions

31 claimed under the provisions of said chapter multiplied by the

rate at which part B taxable income shall be taxed as provided in

33 section four of said chapter sixty-two and any taxes imposed by

34 section eighty-eight of chapter six hundred and eighty-four of

35 the acts of nineteen hundred and seventy-five. Such reduction

36 shall be termed a "growth dividend" and shall be so identified on

37 the forms required for the filing and payment of taxes due under

38 said chapter sixty-two

39 In the event that the consolidated net surplus in the

40 operating funds at the close of the nineteen hundred and eighty-

41 five fiscal year is insufficient to provide the funds required

42 under clauses (a) and (b) above, this section shall not take

43 effect.

I SECTION 9. This act shall take effect upon its passage.
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