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Governor’s Message





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

Four years ago, we set out jo in tly  w ith  the Legislature to  solve a series of deep fiscal and 
economic problems, and to save the state from  falling into bankruptcy.

As a result, the M assachusetts economy has improved dram atically. We have gone from 
basket case to case study.

Now, as we start the second four years of the W eld-Cellucci adm inistration, our goal is to 
place M assachusetts 's products and know -how  on the shelves of the world marketplace.

To do tha t we m ust keep our fiscal house in order. We must continue to provide our 
citizens w ith  the necessary services on w hich they have come to rely, while at the same 
time making Massachusetts a haven for investm ent and capital form ation.

This means sensible tax policy tha t recognizes the direct relationship between economic 
g row th  and the extent to  w hich governm ent's hand reaches into taxpayers' pockets.

It means a quality education system for our children tha t prepares them for the 21st 
century and demands accountability and performance in return for increased funding.

It means a welfare system whose objective is not just to  process paym ents, but to move 
recipients into the w ork force and their children out of poverty.

It means a society in w hich citizens feel safe, while criminals know they w ill pay the price 
for their crimes.

On January 5, both of us talked in our inaugural remarks about saving the next generation 
of children. If four years from  now, our economy is strong, our education system sound, 
our welfare system no longer a poverty trap, and our streets safer, we w ill have gone a 
long way tow ard  accomplishing tha t end.

The Economy

We have made progress on achieving these critical objectives.

State governm ent is well out from  under the cloud of economic insolvency tha t just four 
years ago darkened the economic prospects of the entire state. The M assachusetts 
economy is now poised w ith  the right products and expertise to  capitalize on world trade.

Unemployment is 5 .7% , dow n from  9.5%  in March 1 991. We have added 1 8 2 ,000  jobs 
since the trough of the recession in August of 1991. We have just frozen rates for 
unemployment insurance fo r the second year in a row, saving businesses in M assachusetts 
an additional $180 million in premiums in 1995.

1 -1
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A workers com pensation rate reduction of 10.5%  proposed this year would be w orth  
$130 million to  employers. The reduction we secured last year was w orth  $180 million.

Consumers w ill see a decline in auto insurance paym ents this year. We have filed rates 
tha t should cut premiums on average close to 6 % th is year.

The best news of all is tha t in the tw o  years tha t ended in July 1994, M assachusetts had a 
per capita rate of job g row th  higher than all of the 10 other large industrial states.

That is because M assachusetts emerged from  the recent recession w ith  job creation 
activ ities tha t were focused in new, grow ing industries. Ours is now  an in form ation
processing econom y. We are grow ing in such knowledge-intensive industries as financial 
services, medical and biotech, com puter so ftw are , education, and high technology 
generally.

These industries produce exportable assets. Right now , some 563 telecom m unications 
com panies in M assachusetts em ploy 101 ,400  people, giving us the highest concentration 
of te lecom m unica tions companies in the United States.

In addition, our trade missions help to build commerce. For example, it is no coincidence 
tha t a fte r we vis ited China in 1991, A T & T 's  M errim ack Valley W orks in North Andover 
received $1 50 million in new  orders from  just one of China's provinces, Guandong.

Tax Rate Reductions

We m ust nurture the g row th  of th is industry. To do tha t, one of the nine new tax 
reductions we propose in th is budget is designed to assist the telecom m unications 
industry by phasing out over five  years the s ta te 's  5 % sales tax  on bulk 
te lecom m unications services. This reduction is not big -- 1 % per year over five  years -  
but it is well targeted and w orth  it.

We propose eight other tax cuts th is year to put more money in the pockets of individual 
citizens, to  help fam ilies raising children, and to  assist econom ic developm ent:

Increase the exem ption fo r dependents from  $ 1,000  to  $ 1 ,500 
* *  Increase the tax exem ption fo r the blind and elderly by $500

Exempt the pensions of m ilitary veterans from  state income taxation 
Permit shipping companies using M assachusetts ports to  take a tax credit 
to  o ffse t the federal Harbor M aintenance Tax
Introduce a job training tax credit fo r businesses who hire new  w orkers 
Elim inate the sales tax for the purchase of pollution reduction equipm ent
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* *  A llow  defense corporations to  calculate separate R&D credits fo r defense 
and non-defense related research expenditures 

* *  Agricu lture Preservation Restriction tax exem ption

We also propose to  make the current 3%  Investm ent Tax Credit, w hich is scheduled to 
expire in 1 997, permanent.

We have already th row n  more than a few  shovelfuls of d irt on the grave of 
"T axachuse tts .” W ith  the help of the Legislature, we have met our promise to  cut taxes -  
nine times since 1991. We signed three of those tax cuts last m onth -  elim ination of the 
capital gains tax  fo r assets held more than six years, raising the ceiling for the lim ited 
income tax credit, and increasing the No Tax Status threshold fo r low-incom e workers.

The other six tax cuts are already in place, and w ill save state taxpayers $564 million in 
the current fiscal year alone.

Tax policy does make a difference.

A t the end of 1994, Applied Fiberoptics Inc., a small Southbridge company w hich 
specializes in technology tha t makes surgery less invasive, halted its plan to  move to 
Connecticut at the last m inute. The company president was quoted as saying, "The 
moving van was scheduled, the phone number changed and the payroll was ready for 
direct deposit in C onnecticut."

W hat would cause this company to  cancel the moving van? It qualifies for a 10% 
investm ent tax  credit if it becomes a major tenant in an underutilized building. The 
company also w ill benefit from  the research and development tax credit and a 5% 
investm ent tax credit on machinery and equipment. Those are the reasons w hy this 
company chose to explore expansion in M assachusetts.

Applied Fiberoptics is the kind of company w hich has prompted the Massachusetts 
Taxpayers Foundation to  predict the addition of 100 ,000  new jobs in the next tw o  years. 
Our policy is helping businesses to grow , not taxing them out of existence.

And we have not sacrificed fiscal stab ility  to  achieve tax cuts. Tax revenue has increased 
$1.6 billion over the past four years. We have balanced four budgets and we have 
deposited $383 million into a stabilization fund tha t was em pty four years ago.

Our experience shows tha t cu tting  tax rates and increasing state revenues are hardly 
incompatible. Indeed, th is positive correlation has helped to restore our fiscal s tab ility .
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Fiscal Year 1996 O verview

Our Fiscal Year 1996 budget proposal retains our com m itm ent to fiscal prudence. House 
One proposes to spend $16 ,737  billion in Fiscal Year 1996, a modest increase of 2.6%  
over projected Fiscal Year 1995 spending.

This proposal fu lly  funds the th ird  year of education reform — a $228 million com m itm ent in 
Fiscal Year 1996. This funding is fundam ental to  our e ffo rts  to increase opportunities for 
all children.

We w ill also m aintain our com m itm ent to  cities and tow ns by continuing to phase out the 
C om m onw ealth 's  share of lo tte ry  revenues. This means a $51 million increase in new, 
non-educational aid to  cities and tow ns  in the Fiscal Year 1996 budget. Twenty-three 
million dollars is also dedicated to com m unity policing in itiatives, including a $12 million 
com m itm ent to  help cities and tow ns pay fo r the ir share of federal crime bill funds.

House One also o ffers additional financial and program m atic assistance to  cities and towns 
by enhancing the C om m onw ealth 's  Municipal Medicaid program -  w hich has already 
brought to  cities and tow ns  $22 million in additional Medicaid reimbursements in less than 
a year -  and by pursuing a series of im portant reform s in special and bilingual education 
adm inistration.

Sewer rate relief is another form  of assistance to cities and tow ns. Over the past tw o  
years, the C om m onw ealth 's  sewer rate relief e ffo rts  made a world of difference to MWRA 
rate payers. In Fiscal Year 1994 and Fiscal Year 1995, a combined $47 million in rate 
relief helped the MW RA reduce rate increases in MW RA com m unities to  4 and 0% , 
respective ly. In Fiscal Year 1996, we agree w ith  the MW RA Advisory Board's 
recom m endation to  direct $35 million for rate relief, w ith  an additional $5 million for other 
cities and tow ns.

Another part of our rate relief e ffo rt this year is a Zero Percent Interest loan program to 
help com m unities pay the cost of borrowing huge sums to  pay fo r new w astew ater and 
sewer treatm ent plants. We have filed separate legislation to have the state pay the entire 
in terest cost of these loans. W ith  continued federal support, our in ten t is to  make possible 
$1 billion in loans at zero percent interest by 1999.

In public safety, House One level funds the County Correctional system  at $229 million.
We are also filing accompanying legislation tha t we developed w ith  the Sheriffs tha t w ill 
address many of the adm inistrative and fiscal concerns tha t have needlessly complicated 
the delivery of correctional services in recent years.
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We also propose spending $5 million to  purchase 212 new state police cruisers. Many of 
the vehicles in the current fleet have more than 1 5 0 ,000  miles on them . This goes well 
beyond aesthetics; it presents a genuine security issue.

In addition, we propose a $5.2 million increase fo r the C om m onw ealth 's 11 D istrict 
A ttorneys. This includes an increase in DA salaries tha t is consistent w ith  the increase 
tha t was recently provided to  the Judiciary.

We also propose $6 million fo r juvenile court expansion.

Environmentally, we propose to  double the s ta te 's  contribution to the recycling program, 
from  $5 million to $10 million, as we move closer to  the goal of 46%  recycling of solid 
waste by the year 2 0 0 0 .

We also propose $1.4  million to  support the Ports Commission: including $1 million fo r the 
Strategic Envirotechnology Partnership fo r the research, development, and perm itting of 
innovative environm ental technologies to address issues regarding contam inated harbor 
sediments, harbor w astew ater and w ater quality problems; and $300 ,0 0 0  for 
Massachusetts Coastal Zone Management to assist com m unities in the developm ent of 
municipal harbor and designated port area master plans.

Taming Budget Busters

It is im portant to  note tha t the Com m onw ealth 's capacity to  make these kinds of strategic 
investm ents is due, in large part, to its successful e ffo rts  to  tame the so-called "budget 
busters." Not long ago, these programs were driving state spending out of sight. But not 
any more:

* *  Medicaid has grown less over the past four years, 21 %, than in 
the previous four years, when it grew 90% .

* *  Debt Service g row th  has been halved since 1991, compared to  the 
previous four years.

* *  MBTA operating costs w ent from  6 % to  7%  in Fiscal Year 1987-
Fiscal Year 1991 to  2% or less the past four fiscal years, and actually 
decreased $3.3 million last year and w ill decrease $8.9 million in Fiscal Year 
1996.

* *  Group Insurance costs grew almost 17% annually from  1987 through 
1991, but have grow n only 3 .5%  annually since then.

* *  The Com m onwealth has developed and is now  funding a plan to  meet its 
unfunded pension liability over 40 years.

I - 5
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A w illingness to  take new approaches and aggressively manage brought the budget busters 
under contro l. Consider the example of Medicaid spending in particular and the Executive 
O ffice  of Health and Human Services (EOHHS) in general. W ith  Medicaid under control,

EOHHS spending as a whole grew  just 8 .9%  during Fiscal Years 1991-94, while state
spending grew  by 14% .

Im plem entation of Medicaid managed care has given poor M assachusetts residents access 
to  regular health care in a doc to r's  o ffice, not in an emergency ward. A t the same time, 
managed care has allowed the state to  forecast costs and set spending lim its. Medicaid 
spending now  grow s no faste r than the rate of in fla tion, w hich we believe is close to the 
low est rate of g row th  of any Medicaid program in the country.

S tanching M edica id 's fiscal bleeding freed resources fo r such programs as WIC, fam ily 
support and Early In tervention programs, all of w h ich  have seen expansion in the Weld- 
Celiucci adm in istra tion. Today, M assachusetts is the only state to  fu lly  fund WIC and Early 
In tervention fo r all eligible recipients, while we believe our AIDS programs are among the 
m ost com prehensive in the nation.

The re-shaping of EOHHS during the firs t four years of the W eld-Cellucci Adm inistration 
show s it is possible to  bring fundam ental change to  large sectors of state government, and 
to  do so in a w ay tha t benefits taxpayers and those w ho receive services.

G row th  in EOHHS spending from  Fiscal Year 1991 through Fiscal Year 1994 amounted to 
$730  m illion, but of tha t, only $50 million came from  new  state tax revenue; the balance 
came from  new federal revenues.

That le ft v irtua lly  the entire increase in state revenues from  Fiscal Year 1991 through Fiscal 
Year 1994  available to  fund in itia tives such as education reform , increased local aid,
MW RA rate relief, and increases in spending fo r higher education, public safety and 
transportation .

Education

As we begin the second term  of the W eld-Cellucci adm inistration, we w an t to  bring the 
same kind of positive change to K-12 education. The Com m onwealth has injected $578 
million in new dollars into the K-12 education system  in the past three fiscal years, and we 
propose to  spend an additional $228 million in new dollars in Fiscal Year 1996.

This is an enormous outlay -  the single largest outlay of new spending in the Fiscal Year 
1 996 budget. The Com m onwealth is living up to  its financial obligations under education 
reform. Now it is up to  the Board of Education, the Departm ent of Education and local 
school system s to  deliver on program m atic reform as well.
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Funding is no longer a legitimate excuse fo r poor performance. Individual school system s 
should not be able to  blame problems on a lack of money, because the funding is there.

Two other areas in K-12 education in desperate need of reform are special education and 
bilingual education We are filing legislation w ith  this budget to reform them as well.

Chapter 766 of the A cts of 1972 was a leap forw ard in accepting responsibility for the 
education of children w ith  disabilities. But 23 years later, Massachusetts leads the nation 
in the portion -  17% -  of its school children enrolled in special education. In Boston, the 
figure is 20%.  The national average is 12%.

The program is a tangle of regulation and court decisions. Originally envisioned to cost 
$25 million, special education now carries an annual price tag of more than $700 million. 
The cost strangles budgets for regular classroom education and has led some teachers to 
refer any disruptive, d ifficu lt or simply d ifferent student to a special education class -  
which only makes the problem worse.

To sim plify Chapter 766 's  adm inistrative mandates, reduce costs and promote inclusion of 
special education students in regular classroom settings, we propose:

* *  To give school d istricts, if they so elect, 90 days to dem onstrate tha t a child placed 
in special education could be just as well served in a regular classroom w ith  
appropriate supports. If a child 's parents fe lt the regular classroom placement 
inappropriate, special education would be available. We also propose to adopt 
current federal standards for d isability determination.

* *  To restore balance between special education students -- whose placements may
cost tens, even hundreds, of thousands of dollars -  and regular education students. 
The s ta te 's  "m axim um  feasible benefit" for special education services should be met 
when the individual needs of children w ith  disabilities are met as adequately as 
those of non-disabled students.

* *  To give principals authority over all special education s ta ff to  encourage
mainstreaming, to ensure the fair allocation of resources, and to  reduce unwarranted 
referrals. We would also require teachers and other school s ta ff to  call on the 
principal to refer students to special education, rather than make such referrals 
themselves.

* *  To re-define the role of special education adm inistrative hearings officers. Rather 
than allow these hearings officers to order up any placement they choose, they 
should either order the proposed education placement of the ch ild 's evaluation team, 
request a new evaluation, or determine a placement agreeable to both school and 
parents.

1 -7
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In bilingual education, we intend to  build on the w ork of the Bilingual Education 
Commission in filing  our legislation. It is certainly true tha t some children w ith  lim ited 
English-language skills need extra assistance to  succeed in classrooms alongside English- 
speaking peers.

But in some cases, bilingual education stretches beyond the prescribed three-year course, 
in part because students receive lim ited instruction in English. As a result, some students 
are referred to  special education, from  w hich they rarely emerge, and later drop out of 
school lacking even minimal job readiness.

There is a grow ing body of evidence and research tha t non-English speaking parents want 
the ir children to  learn English in school, and tha t children w ill learn best w hat they are 
taugh t m ost. It is im portant to  understand tha t the cognitive theories on w hich the current 
bilingual education law rests have been discredited: Learning to read in the native language 
may not be the best w ay to  prevent children from  falling behind in math and other subjects.

S tudents taugh t principally in English, by teachers sensitive to  their needs and heritage, will 
learn English far more rapidly than students taught largely in their native language.

We propose:

* *  To lim it bilingual education enrollm ent to  those students whose English skills are 
s ign ificantly  less developed than the ir native language skills.

* *  To give school system s flex ib ility  to  meet the bilingual education law 's mandate 
w ith  such instructional alternatives.

* *  To require instruction  in English fo r at least one-third of the school day.

* *  To lim it enrollm ent in bilingual education to  three years.

* *  To require schools to  obtain in advance the parents' consent to  mainstream children
in bilingual education, rather than continue the current system  of requiring parents 
to  petition a school com m ittee to  mainstream their child a fter autom atic enrollment 
in bilingual education. In some cities, parents would also have more than one 
bilingual education model from  w hich to  choose.

* *  To require bilingual education teachers to  have dem onstrated fluency in English,
using a nationally recognized evaluation instrum ent, as called fo r in Section 38G of 
the bilingual education law.
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To give school d istricts the discretion to  educate bilingual students in class sizes 
tha t they deem appropriate by elim inating the current provision tha t lim its bilingual 
class size to 18 students.

Much remains to  be done in public higher education as well. Public financial support has 
increased sign ificantly over the past three years. While tota l spending in higher education 
has risen more than 23% , state support for public higher education has increased even 
faster -  by 27%  — over the same period of time.

Despite the increase in financial support, state appropriations remain less than half of 
public higher education's funding sources. The system overall is a $1.8 billion enterprise, 
while the Com m onw ealth 's share is under $700 million. We propose to adjust this 
relationship in House One in several ways.

First, we propose full tu ition  retention, w hich gives state institu tions the capacity to 
manage funds they raise through tu itions in w hatever w ay makes the m ost sense to  them. 
Schools w ith  rising enrollments and creative programming w ill benefit s ign ificantly from  this 
approach.

In addition, we propose to reduce state appropriations across the system by $10 million, 
and replace this stra ight appropriation w ith  a $10 million challenge grant program. The 
public higher education system needs to do a better job raising private contributions, and 
this program w ill ensure tha t every new dollar raised privately is w orth  tw o  dollars to  the 
public institu tion , up to $10 million. Thus, nominal increases in existing fund-raising 
activities can generate spending capacity tha t exceeds current resources by an additional 
$10 million.

Welfare Reform

Another in itia tive of deep significance to children is reform of the welfare system. A fte r 
tw o  years of discussion, welfare reform awaits enactm ent. We can give children in 
poverty no greater g ift than to make the welfare system an in troduction to w ork and a 
productive life fo r their parents; not, as it is today, a system that sustains poverty for 
years, if not generations.

Our proposal to reform Aid to  Families w ith  Dependent Children is based on the simple 
premise tha t the road o ff welfare begins w ith  a job. The plan calls for able-bodied 
recipients to  find paying w ork w ith in  60 days or else perform a minimum of 25 hours per 
week of com m unity service. Those w ho get paying jobs w ill receive state-paid child care 
and health care and retain their paychecks. Those in com m unity service w ill receive 
daycare, health care, and a stipend in return fo r their hourly work. Those who cannot w ork 
w ill continue to receive standard AFDC benefits.

I - 9
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Education and tra in ing programs w ill be available only to  those in paid em ploym ent working 
at least 25 hours per week, and -- subject to  availability -- to  those w ho have performed 
com m unity  service fo r six m onths. Benefits w ill not increase if a recipient has another 
child, as is the case in the current AFDC program.

As a condition of receiving benefits, patern ity of the children of new AFDC applicants 
m ust be established w ith  the Departm ent of Revenue. We believe th a t children should be 
supported by the ir parents -  both parents -- f irs t and by the taxpayers as a last resort. 
A bsent parents w ho do not pay child support w ill be required to  perform com m unity

service.

Teen m others m ust live at home or in a structured setting and fin ish high school. All child 
support paym ents w ill be given to  custodial parents. The Springfield-based Parents Fair 
Share program , designed to  tra in absent parents for jobs to get them involved w ith  their 
fam ilies and paying child support, w ill be expanded to  New Bedford, Boston and Lawrence.

The s ta te  w ill increase incom e-eligible daycare by $15 million to  help low-incom e families 

stay o ff w elfare.

The W eld/C ellucci A dm in is tra tion  believes tha t the experience gained in creating the state- 
funded Emergency Aid to  the Elderly, Disabled and Children program (which replaced the 
old General Relief program in 1991), and in managing the TEMP-UP program for two-parent 
w elfa re  fam ilies the past year, points the w ay tow ard  reform ing the AFDC program.

Shifting to  the EAEDC program showed tha t the in troduction  of tigh te r e ligibility standards 
preserved benefits  fo r those w ho tru ly  qualified. The TEMP-UP program has shown that 
in troducing a w o rk  requirem ent to  the AFDC program gets people to  w ork, reduces the 
caseload, and does not increase the cost of program adm inistration.

The old GR program had a caseload of 3 8 ,0 0 0  and annual costs tha t were rising above 
$200  million. A fte r in troducing EAEDC, a program tha t made verifica tion  of medical 
disabilities necessary to  obtain benefits, the caseload dropped to  2 0 ,0 00 . About 9 ,000 GR 
clients never bothered even to  apply fo r EAEDC.

The current caseload is close to  22 ,000 ; the annual cost about $101 m illion. Taxpayers 
are reaping an annual savings of about $100 million; those w ho have real medical 
d isabilities get benefits.

TEMP-UP (Transitional Employment fo r M assachusetts Parents -  Unemployed Parents) is a 
com m unity service w ork program for tw o-paren t fam ilies required by the 1988 federal 
Family Support A c t. When this program was introduced a year ago, the UP caseload was 
slightly more than 6 ,000  fam ilies. It is now dow n to  about 3 ,800 . More im portant, just 
1 .000  of those 3 ,8 0 0  fam ilies have been on w elfare fo r over a year.
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Some 72%  of UP fam ilies are currently participating in TEMP-UP, w ay ahead of the 50%  
participation rate required by October of 1995. This program is proof positive tha t putting 
real expectations fo r w ork into a welfare program gets results and tha t these results w ork 
for recipients and taxpayers.

Public Safety

Children, whose opportunities are stifled by welfare, also are stricken by escalating 
violence among their peers -  teenagers killing other teenagers on a playground.

For four years, working w ith  the Legislature and w ith  state and local law enforcem ent 
professionals, our adm inistration has persistently sought, and obtained, tough anti-crime 
laws and measures to promote public safety and strengthen the crim inal justice system .

In the past year, the Legislature approved and the governor signed legislation that:

* *  Replaced the so-called "Concord Sentence" (allowing a convicted
criminal to  serve far less tim e at MCI Concord than sentenced) w ith  a 
truth-in-sentencing law tha t propsectively ended early release on parole 

* *  A llowed judges setting bail to  consider whether a suspect is dangerous 
* *  Computerized paper w arrants, ensuring tha t defendants are held until a

determ ination of outstanding warrants is made, and authorizing any court 
to determine bail on all of a defendant's outstanding warrants 

* *  Toughened drunk driving laws by lowering the blood-alcohol level from
.10 to  .08 fo r adults and .02 fo r juveniles, increasing penalties for repeat 
offenders and requiring autom atic license revocation 

* *  Created a simplified system to reimburse crime victim s fo r expenses

W orking together, we have also:

* *  Eliminated inmate furloughs
* *  Made tra ffick ing  in illegal guns punishable by up to life in prison
* *  Reduced the parole rate from  70%  in 1990 to  38%  in 1994
* *  Opened 5 ,120  new prison beds (3 ,468 beds in county facilities and 1,652 

beds in state jails)
* *  A llow ed school superintendents to suspend students who bring a 

firearm into school
* *  Established a statew ide Juvenile Court
* *  Funded construction of new headquarters fo r the Chief Medical Examiner, 

renovated the State Police Academ y and built a new crime lab in Sudbury
* *  Opened the s ta te 's  firs t boot camp
* *  Increased funding for the C om m onw ealth 's D istrict A tto rneys 39%  

since Fiscal Year 1992
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Made com puter trespassing and stealing or damaging in form ation a crime 
Provided com m unity policing grants w orth  $16 million the past tw o  years 
Increased the number of state inmates on work details from  600 in 1990 to 
3 ,886  in 1994

We w ill continue to  seek legislation to restore the death penalty, create a three strikes law 
fo r habitual vio lent felons, establish a sex offender registry, require prisoners to pay for the 
cost of the ir incarceration, increase penalties for crimes against the elderly, make automatic 
the transfe r of juveniles charged w ith  certain v io lent felonies, create a statewide 
investiga tive  grand jury, and streamline our e lectronic surveillance and im m unity laws.

We also w ill continue the fig h t against dom estic violence, w hich began when we declared a 
state  of em ergency in 1992 to  highlight concern about escalating domestic violence. The 
G overnor's com m ission form ed the fo llow ing  year and chaired by Lt. Governor Cellucci has 
brought w ide-ranging responses to  the problem.

Dom estic vio lence is a problem tha t cuts unevenly across the neat boundaries of agency 
and adm in istra tive  tu rf. Our e ffo rt to  prevent dom estic violence reflects the belief that 
governm ent's  role in public sa fe ty issues is clear and paramount, and the right occasion on 
w h ich  to  deploy a w ide varie ty  of new legal, financial and programm atic resources.

We have obtained annual increases in dom estic violence prevention funding since Fiscal 
Year 1992; during tha t tim e, the funding has grow n from  $4.9 million to $13.7 million.
This year, w e propose to  spend nearly $20 million.

Funding fo r battered w om en 's  shelters has alm ost doubled since Fiscal Year 1992 to $9.7 
m illion. In Fiscal Year 1996 we propose to  enhance services to wom en in shelters by 
another $2 million.

Through another proposed $3.7 million increase in the Fiscal Year 1996 budget, we seek to 
im prove the continuum  of services fo r battered wom en by providing civil court advocates, 
legal assistance, and vis ita tion  centers so tha t battered wom en w ill not be jeopardized 
when courts order v is ita tion  rights fo r batterers.

Included in tha t increase is $2.52 million in new funding fo r the M assachusetts Office of 
V ictim  Assistance to pay for SAFEPLAN M assachusetts, a program to place dom estic 
violence court advocates in all of the C om m onw ealth 's D istrict and Family/Probate Courts.

But there can be no real crim inal justice system w ith o u t the capability to incarcerate those 
found gu ilty  of violating the law. For this reason, we intend to re-file a five-year, $565 
million bond bill to  build 4 ,0 0 0  more prison beds.
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Conclusion

W hat we have accomplished in the past four years has given us confidence to move ahead. 

We know the answer to  every problem is not a new program.

We know tha t putting money into the pockets of taxpayers helps the economy, and tha t 
increasing taxes does not.

We know tha t children w ill never escape from  poverty if they are trapped in a welfare 
system tha t keeps them poor, and in an education system tha t leaves their intellects 
impoverished.

We know the public w ill not be safe if criminals do not feel the sting of sw ift, sure 
punishment.

This budget keeps us on the right track. We ask the Legislature to  join w ith  us in these 
effo rts , and both of us look forw ard to continuing to  w ork w ith  you.
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FISCAL YEAR 1996 BUDGET IN BRIEF

Total Spending $16,737  billion

Total Revenue $16,741 billion

Stabilization Fund FY96 Ending Balance $41 9 million

• Budget balanced under W eld/Cellucci Adm inistration fo r f if th  consecutive year

• Tax cuts fo r individuals and businesses included fo r f ifth  consecutive budget 
proposal

• G row th of spending lim ited to 2 .6% , below the projected rate of inflation

• Spending g row th , other than local aid, lim ited to less than 1 %

• Budget continues to be balanced w ith o u t relying on one-time revenues or savings

• New aid and grants to  cities and tow ns tota ls of over $280 million, including $228 
million to  fund the sta te 's  com m itm ent to education reform and additional 
d istribution of $51 million in Lottery proceeds

• Major cost centers remain under control:

• Rate relief fo r MW RA com m unities and other w ater and sewer d is tric ts  around the 
state is $50 million, an increase of $10 million over Fiscal Year 1995

• New funding of $42 million fo r police, courts, D istrict A tto rneys, and A tto rney 
General

• Increases funding of $10.7  million fo r prevention programs

• Reserve provided fo r contingencies

• S tate 's "rainy day" fund increases by an additional $21 million

% Change 
FY95-FY96

Medicaid 
Debt Service 
Public Assistance 
Employee Benefits 
MBTA Operating Subsidies

2.4%
2 .0 %
0.3%
2 .2 %

-3.1%

I - 15



FISCAL HEALTH AND PROSPECTS

Over the last four years, the W eld/Cellucci Adm in istra tion, working in cooperation w ith  the 
M assachusetts Legislature, has restored the Com m onwealth to fiscal s tab ility . This 
stab ility , achieved by reducing the rate of g row th  in state governm ent spending while 
cu tting  taxes, has provided a clim ate in w hich businesses can expand, the econom y can 
g row  and M assachusetts 's  citizens can prosper. In Fiscal Year 1994, M assachusetts 
achieved its fou rth  consecutive balanced budget. In Fiscal Year 1995, the Commonwealth 
is on track fo r a f if th  balanced budget.

Balanced budgets are desirable not only fo r the ir ow n sake. W hen a governm ent lives 
w ith in  its means, as M assachusetts has fo r the last four years, resources can be redirected 
to  the m ost im portant uses: putting  money back in taxpayers ' pockets and encouraging 
business expansion and econom ic g row th  through tax cuts, increasing resources available 
fo r local aid and education, strengthening the s ta te 's  ability to prevent and punish crime, 
and investing in prevention program s tha t w ill im prove citizens' lives well into the future. 
As we enter an era o f global com petition , and as the econom y enters a phase where 
g row th  is steady but perhaps slow er, it is im portant to  increase the C om m onwealth 's 
a ttractiveness as a place to  s ta rt or expand a business, raise a fam ily, and educate one's 
children. Only by m aintaining fiscal s tab ility  can the Com m onwealth hope to  achieve these 
goals. A constant focus on these priorities has been the driving force behind the 
W eld/C ellucci A dm in is tra tion 's  budget decisions over the last four years.

The W eld/C ellucci A dm in is tra tion 's  Fiscal Year 1996 House 1 budget submission reflects 
these considerations. W hile keeping a tig h t rein on spending in areas tha t in the 1980s 
threatened to  bankrupt state  governm ent, the House 1 recom m endations provide increased 
funding and program expansion in the areas of greatest concern and benefit to the 
C om m onw ealth 's  citizens.

FRAMEWORK FOR THE FISCAL YEAR 1996  BUDGET

As in previous years, the W eld/Cellucci Adm in istra tion  has been guided by certain 
principles in form ulating its budget recom m endations. These goals bear repeating:

S tructura l budget balance. Simply put, the governm ent should not spend more than it 
co llects in revenue each year. For the last three fiscal years, M assachusetts has achieved 
structura l balance. For Fiscal Year 1996, House 1 is once again s truc tu ra lly  balanced. 
Projected revenue is $16,741 billion, while proposed spending is $ 16 ,73 7  billion.

Tax reduction to  stim ulate  econom ic grow th . W hile the Com m onw ealth has overcom e its 
"T axachuse tts" label, the experience of the last four years in M assachusetts show s tha t 
taxes can be cu t even further. For Fiscal Year 1996, House 1 proposes a m ix o f personal 
income and business tax cuts tha t w ill reduce the tax burden on individuals and businesses
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Continue to  lim it the size of state government. Over the last four years, the W eld/Cellucci 
Adm inistration has reduced the size of state government by over 8 ,000  full-tim e 
employees. For Fiscal Year 1996, Flouse 1 recommends spending grow th of 2 .6% , well 
below the projected rate of inflation, while still providing an 8 % increase in local aid to 
cities and tow ns. Other than this increase in local aid, the spending increase proposed in 
House 1 is less than 1 %.

Shift resources away from  state governm ent and back to the cities and tow ns. The
Weld/Cellucci Adm inistration believes tha t cities and tow ns are better able than state 
government to set local spending priorities. For Fiscal Year 1996, House 1 proposes 
increases of more than $280 million in local aid distributions to cities and tow ns, including 
$228 million in additional education aid under the education reform bill, $51 million in 
additional funding from  Lottery proceeds, plus $10 million in additional w ater and sewer 
rate relief.

Provide more funding fo r crime control and prevention. Ensuring the safety of its citizens is 
one of the m ost im portant functions of any government. For Fiscal Year 1996, House 1 
provides significant new resources for state and local police, the courts, and the D istrict 
A tto rneys ' offices.

Shift funding to  prevention accounts. W ith the major spending programs under control, 
resources have been freed to fund additional prevention programs in public health, crime, 
and dom estic violence. In the long run, funding prevention programs w ill result in lower 
budgetary expenditures.

Provide su ffic ient reserves for contingencies. In any given year, there w ill be unexpected 
events tha t can result in reduced revenues or unanticipated spending. It is, therefore, 
prudent to provide a reserve against such contingencies. For Fiscal Year 1996, House 1 
includes a reserve to pay for such unexpected expenses or shortfalls in revenue. In 
addition, by the end of Fiscal Year 1996, the Com m onwealth 's "rainy day" fund w ill have 
built up a balance of almost $420 million, providing an additional cushion against 
unanticipated events.

THE ECONOMIC CONTEXT

In large part, the revenue collected by and the spending required of state government are 
driven by the health of the economy. Employment, income grow th  and inflation are 
im portant determ inants of tax and non-tax revenue collections These variables also a ffect 
spending requirements for Medicaid, public assistance, job training and many other state 
programs. It is, therefore, im portant to gauge the economy when projecting budgetary 
revenues and spending.
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Recent Economic Performance

The U.S. and the Com m onwealth experienced continued economic g row th  in 1994. 
Through the firs t three quarters of 1994, the nation 's economy, as measured by the gross 
dom estic product, grew at a rate of 3 .8% . A t the end of 1994, the recovery was in its 
fiftee n th  quarter.

G row th in U.S. Real Gross Domestic Product, 1 990-1994

The econom ic g row th  as seen at the national level in the above chart has been mirrored in 
M assachusetts where, between August 1991 and December 1994, 182 ,000  jobs were 
created and the unem ploym ent rate fell to  5 .7%  — the low est rate since before the 
recession. Indeed, the unem ploym ent rate has fallen in M assachusetts throughout the last 
four years. In January 1991, the s ta te 's  unem ploym ent rate was 8 .6 % (see chart below).
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Unemployment Rate, U.S. and Massachusetts, 
January 1990 - December 1994

Source U S Department erf Labor, Bureau of Labor Statistics

Improvements in the em ploym ent picture have increased M assachusetts residents' personal 
incomes. During Fiscal Year 1994, personal income in M assachusetts grew at an annual 
rate of 5.3% .

A growing economy translates d irectly into a growing tax revenue base. Increased 
employment, incomes, housing starts, and business activ ity  d irectly increase personal 
income, sales, corporate, deeds, and other taxes. Compared to  Fiscal Year 1993, Fiscal 
Year 1994 income tax collections grew 5.9% , sales tax collections grew 8 .4% , and 
corporate excise tax collections grew 6.1 %. Overall, tax revenue available fo r the budget 
totaled more than $10.6  billion in Fiscal Year 1994, a 6 .8 % increase from  Fiscal Year 
1993.
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Q u a r t e r l y  G r o w t h  In M a s s a c h u s e t t s  P e r s o n a l  I n c o m e , 1 9 9 0 - 1 9 9 4  
( g r o w t h  fr o m  p r e v i o u s  y ea r )

The Econom ic O utlook

As the national econom y has show n strong g row th  over the last tw o  years, the Federal 
Reserve Bank has sought to s low  the pace of the econom y's expansion in order to prevent 
in fla tion . Beginning early in 1994, in terest rates began to  rise. The effects of such actions 
can take m onths to  be fe lt and are d ifficu lt to  measure. However, it appears that by the 
end of 1994, the M assachusetts econom y may have started to feel those effects.

Mortgage and Prime Interest Rates, 1991-1994
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The income tax w ithholding stream is an early indicator of changes in wage grow th. In 
Fiscal Year 1994, w ithholding grew 6.5%  from  the previous year. Through six months in 
Fiscal Year 1995, w ithholding has grown only 3 .9% .

W hile the g row th  in w ithholding tax collections has slowed since Fiscal Year 1994, sales, 
corporate, and bank tax collections have been strong in the firs t half of Fiscal Year 1995. 
Sales taxes have grow n 7 .5%  from  Fiscal Year 1994, while corporate tax collections have 
grown 5.1% .

M ost econom ists believe tha t the economic outlook for the second half of Fiscal Year 1995 
and fo r Fiscal Year 1996 is generally one of continuing, albeit slower, economic grow th. 
Gross dom estic product is expected to grow  between 2% and 3%  throughout the next 18 
months. Employment in the Com m onwealth is expected to grow between 1 % and 2.5% , 
and personal income is expected to grow  between 5% and 6.5%  over the same period. On 
the inflation fron t, the increase in consumer prices is expected to pick up som ewhat; most 
econom ists predict tha t inflation w ill rise to between 3%  and 4%  over the next year or so.

The possible sh ift to a steady but slower rate of economic g row th  over the next year 
argues fo r caution in the Fiscal Year 1996 tax revenue forecast as well as fo r resolute 
control over state spending. The Fiscal Year 1995 and 1996 revenue estimates reflect this 
economic outlook. Overall, the Department of Revenue projects a slowing in tax revenue 
grow th, from  the 6 .8 % rate seen in Fiscal Year 1994 to 5.5%  in Fiscal Year 1995 and 
5.0%  in Fiscal Year 1996. These estimates are consistent w ith  the forecasts of most 
private economic forecasters.

REVENUES

Tax and non-tax revenue assumptions for the Fiscal Year 1996 budget are organized by 
fund and revenue type in the fo llow ing table. Total Fiscal Year 1996 revenues are 
projected to  be $16,741 billion, an increase of 3 .2%  over Fiscal Year 1995. Tax revenues 
are projected to  be $ 1 1.72 billion, a 5% increase over Fiscal Year 1 995, while non-tax 
revenues are projected to be $5,021 billion, virtually the same as Fiscal Year 1995 after 
adjusting fo r the transfer o ff budget of higher education tu ition  revenues.
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Fiscal Year 1996 Revenue by Source and Budgeted Fund 
(in millions of dollars)

Source

All
Budgeted

Funds
General

Fund
Local Aid 

Fund
Highway

Fund

Other
Budgeted

Fi inHc
Tax Revenue

Alcoholic Beverages 57.0 57.0 0.0 0 0 0.0 
0 0Commercial Banks 158.5 158.5 0.0 0.0

Savings Institutions 69.5 69.5 0.0 0.0 0 0Cigarette 236.0 105.3 0.0 0.0 1 30 7
Corporations 858.7 515.2 343.5 0.0 0.0
Deeds 43.0 43.0 0.0 0.0 0.0
Income 6,421.3 3,692.0 2,461.3 0.0 268.0
Estate/lnheritance 216.0 216.0 0.0 0.0 0.0
Insurance 327.3 327.3 0.0 0.0 0.0
Motor Fuels 577.0 77.8 0.0 499.2 0.0
Utilities 80.0 80.0 0.0 0.0 0.0
Racing 13.0 13.0 0.0 0.0 0.0
Room Occupancy 68.0 44.2 0.0 0.0 23.8
Sales: Regular 1,885.9 1,131.6 754.4 0.0 0.0
Sales: Meals 353.0 211.8 141.2 0.0 0.0
Sales: Motor Vehicles 349.0 209.4 139.6 0.0 0.0
Miscellaneous 6.7 6.7 0.0 0.0 0.0

Total Tax Revenue 1 1 ,7 2 0 .0 6 ,9 5 8 .3 3 ,8 4 0 .0 4 9 9 .2 4 2 2 .5

N on-Tax Revenue

Federal Reimbursements 2,990.8 2,980.4 0.2 6.2 3.9
Departmental Revenue 1,099.3 665.5 2.1 304.3 127.4
Consolidated Transfers 930.4 347.9 600.0 0.0 17.5

Total N on-Tax Revenue 5 ,0 2 0 .5 3 ,9 9 3 .8 6 0 2 .4 3 1 0 .5 113 .8

Total Revenue fo r Budget 16,740.5 10.952.1 4,442.4 m m s m m w m ss&M

Continuing Tax Relief for M assachusetts Citizens

Even w ith  the slow er g row th  in tax revenue collections, there is still opportun ity  for 
im portant, if modest, tax cuts. House 1 includes new tax cuts designed to accomplish two 
goals: return to middle-income taxpayers the savings generated through controlling state 
spending and lower the cost of doing business in M assachusetts to  fu rther im prove the 
C om m onw ealth 's com petitiveness versus other states.

House 1 proposes the fo llow ing  personal income and business tax reductions fo r Fiscal 
Year 1996:
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Personal Income Tax Cuts

• Increase the dependent income tax exemption bv $500

• increase the income tax exemptions for the blind and the elderly by $500

• Exempt military retirement pav from income tax

An estim ated 1.2 million Massachusetts citizens--40%  of Massachusetts taxp a ye rs -w ill
benefit from  these personal income tax cuts, reducing the tax  burden on fam ilies, the
elderly, the handicapped, and veterans.

Other Tax Reductions

• Job  training tax credit. An im portant issue fo r many businesses in Massachusetts is 
the cost of training new employees. House 1 proposes an employer tax credit fo r job 
training expenses tha t is tied to new job creation. The credit would be equal to 50%  of 
the cost of tra in ing, up to a maximum credit of $3,500. The credit could be used by 
employers only if they hire new workers.

• Service tax reform for telecommunications. M assachusetts levies taxes on bulk 
purchases of interstate telecom m unications services, while m ost other states do not. 
House 1 proposes to phase out this tax over a five year period. Because the economy 
in M assachusetts is tied closely to many of the service industry companies tha t make 
use of in terstate 800 numbers, leased lines, and m icrowave and satellite 
com m unications, elim inating the tax on bulk purchases of these services w ill boost the 
C om m onw ealth 's com petitiveness in many of the industries upon w hich the s ta te 's  
prosperity depends.

• Research and development tax credit modifications. As defense spending has declined, 
it has been d ifficu lt for the defense industry to  show the net new research activ ity  
necessary for them to claim state and federal research and development tax credits. 
House 1 proposes to allow commercial research and developm ent expenditures to  be 
considered separately for the purpose of calculating elig ib ility for the sta te 's  research 
and development tax credit. This w ill stim ulate the economy by helping defense 
companies convert to  non-defense activ ities by encouraging investm ent in such 
activities.

• Sales tax exemption for pollution control equipment. In Massachusetts, the purchase of 
m anufacturing equipment is not subject to  sales tax. However, m anufacturing 
companies are taxed on the purchase of legally-required pollution abatem ent equipment 
and of equipm ent needed to enhance w orker safety. House 1 proposes to  elim inate this 
tax. Doing so would encourage environm ental im provem ent and worker safety, as well 
as stim ulate the economy.
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Harbor maintenance tax credit. The federal government charges a tax  on the value of 
a shipm ents passing through M assachusetts ports. This has driven shippers away 
from  M assachusetts to  Canadian ports, especially for the shipment of containerized 
cargo. Given the W eld/Cellucci Adm in istra tion 's emphasis on encouraging international 
trade, House 1 provides a state tax credit equal to the amount tha t shippers pay to the 
federal governm ent, to  encourage more shippers to use Massachusetts fo r their import 
and export business.

•  Agricultural Preservation Restriction tax exemption. House 1 provides a tax incentive to 
farm ers w ho make capital investm ents in agricultural activities. Farmers who make 
such investm ents using money received under the Com m onwealth 's Agricultural 
Preservation R estriction (APR) program would be exem pt from paying taxes on APR 
grants. This tax  cu t w ill help ensure the viab ility of Massachusetts agriculture.

•  Make the investment tax credit permanent. Under current law, the 3% investment tax 
cred it is due to  expire at the end of 1997. In order for the credit to have its maximum 
desired e ffe c t on business investm ent, House 1 proposes to make the investment tax 
cred its incentives perm anent.

The fo llo w in g  table sum m arizes the House 1 tax cut proposals. All tax law changes would 
take  e ffe c t on January 1, 1996.

D escription o f Tax Cut

• Increase the dependent income tax exem ption by $500
• Increase the blind and elderly income tax exem ption by $500
• Exempt m ilita ry re tirem ent pay from  income tax
• Job tra in ing tax credit
• Service tax reform  for te lecom m unication
• Research and developm ent tax cred it m odifications
• Sales tax  exem ption fo r pollution contro l equipment
• Harbor m aintenance tax credit
• ̂  A gricu ltura l Preservation Restriction tax  exem ption
• Make the investm ent tax credit permanent
• Bank Tax Reform

Totals

Revenue Impact in:
(millions of dollars)

FY 1996 FY 1997

-19 .0 -45.0
0 .0 -7.1

- 1.0 -14.0
-3 .0 -6.0
-3 .0 -10.0
-2.4 -5.7
-4.0 -8.0
-2 .0 -5.0
-0 .2 -0.3
-0 .0 -0.0

+ 4 .0 + 7.8

9 3 .3  IV!
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Non-Tax Revenues

Non-tax revenues are divided into three categories: federal reim bursements (primarily for 
health and human services programs tha t are reimbursed by the federal governm ent); 
departmental revenues (licensing and user fees, fines, and various other revenue collected 
by the state); and consolidated transfers (mainly lo ttery revenue into the Local Aid Fund 
and fringe benefit recoveries into the General Fund). The House 1 recommendation is 
based on non-tax revenues of $5,021 billion, a decrease of $13 million from  Fiscal Year 
1995 after adjusting for the sh ift of $148 million in both revenue and spending to  o ff- 
budget tu ition  retention accounts for the state higher education system . The major 
changes in non-tax revenues are as fo llow s:

Federal Reimbursements

Federal reim bursements are d irectly related to spending in certain appropriation accounts 
tha t are partially funded by the federal government. In Fiscal Year 1996, federal 
reimbursements are projected to  decline by $43.8 million, due mainly to  a reduction in 
Medicaid spending after the final payment in Fiscal Year 1995 of bills owed to  hospitals 
and nursing homes dating back to the 1980s. As a result of these final paym ents, and the 
consequent reduction in reimbursable spending, the federal reim bursement revenue base 
w ill decline by $74 million. Other federal reimbursements are projected to grow  by $31.2 
million, due prim arily to  reimbursements for spending increases in human services programs 
and increased revenue collections by the Department of Mental Retardation.

Departmental Revenues

In Fiscal Year 1996, departm ental revenues are projected to decline by $150.1 million, 
mainly as a result of full tu ition  retention at state higher education institu tions, which 
would result in the shifting of $147.9  million in both revenue and spending to o ff-budget 
trus t accounts. Factoring out this reduction, departmental revenues in the aggregate w ill 
decline by $2.2 million from  Fiscal Year 1995. M ost departmental revenues w ill be 
essentially unchanged from  Fiscal Year 1995; however, there are three significant 
changes:

• Registry of M otor Vehicles licensing and registration fees are projected to decline by 
$41.9 million, due mainly to  alternate year licensing patterns and the delayed im pact of 
the change in 1991 to a five year d river's license renewal period

• Non-tax revenues are expected to increase by $40 million as a result of an in itia tive to 
provide incentives at the departm ent level to optim ize revenue collections
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• Abandoned property revenues are projected to decline by $16.5 million in Fiscal Year 
1996, due to  a one-tim e increase in Fiscal Year 1995 resulting from  a change in the 
s ta te 's  abandoned property laws

Consolidated Transfers

Transfers from  the C om m onw ealth 's  non-budgeted funds to  its budgeted funds are 
pro jected to  increase by $32 .6  m illion in Fiscal Year 1996. Tw o significant changes 
account fo r th is  g row th :

• P rofits from  Lotte ry games are expected to  increase by $19 million, which will be 
available fo r new local aid to  cities and tow ns

• Reim bursem ent fo r fringe benefits incurred by the s ta te 's  General Fund w ill increase by 
$18 m illion as a result of a proposal to  move to full tu ition  retention for the state's 

higher education system .

SPENDING

House 1 recom m ends spending of $16 ,73 7  billion, a 2 .6%  increase over Fiscal Year 1995 
a fte r adjusting fo r $148  million in higher education revenue and spending that is being 
moved o ff-budge t to  tru s t fund accounts as a result of fu ll tu ition  retention. This growth in 
spending is w ell below  m ost econom ists ' in fla tion forecasts for the coming fiscal year, 
despite the fa c t th a t local aid spending w ill increase by more than $280 million for both 
education reform  and the phasing-out of the cap on the d istribution of Lottery proceeds to 
c ities and tow ns. Factoring out th is  local aid increase, recommended spending will rise by 
$ 1 56 m illion, or less than 1 %. In real (inflation-adjusted) term s, this means that in Fiscal 
Year 1996, spending other than local aid w ill actually decline by more than 2%.

This turnaround in the s ta te 's  fiscal fortunes is in large part due to  the W eld/Cellucci 
A dm in is tra tion 's  success in contro lling w hat were form erly referred to  as the "budget 
buster" accounts. These areas of spending, including Medicaid, public assistance, 
employee benefits, debt service and aid to  mass trans it, grew  during the 1 980s much 
faste r than the s ta te 's  revenue base and threatened the fiscal s tab ility  of the 
Com m onw ealth. Spending restra int in these areas has perm itted the freeing of resources 
to  fund the s ta te 's  highest priorities: tax cuts, new local aid fo r education and other basic 
local services, additional funding fo r law enforcem ent, and expansion o f prevention 
programs tha t benefit low-incom e M assachusetts residents.
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Major Program Costs Still Under Control

Continued control of spending can be seen in the major program areas responsible in the 
past fo r huge budget increases:

Medicaid. A fte r factoring out a one-time Fiscal Year 1995 expenditure to  pay o ff liabilities 
to hospitals and nursing homes tha t date back to the 1980 's  Fiscal Year 1996 spending for 
the Medicaid program is projected to grow  by 2.4%  over Fiscal Year 1995 estimated 
spending. This continued low rate of g row th  in Medicaid spending w ill be achieved by 
enhancing M edicaid 's successful managed care program, continuing to restructure 
M edicaid's long-term care program, and implementing utilization review for pharmacy 
services. As the chart below indicates, grow th  in Medicaid spending on a per-recipient 
basis has slowed dram atically, and has fallen well below the rate of medical inflation in 
M assachusetts.

M a s s a c h u s e t t s  M e d i c a i d  C o s t s  v s .  B o s t o n  M e d i c a l  C o n s u m e r  P r i c e  I n d e x

14.0%

F Y 9 3 F Y 9 4F Y 9 1 F Y 9 2

Public Assistance. Due to a com bination of declining caseload and further reforms to the 
state 's welfare programs, public assistance spending w ill be held to g row th  of 0 .3%  in 
Fiscal Year 1996. In January 1995, the W eld/Cellucci Adm inistration filed legislation to 
create the Employment Support Program (ESP), the core objective of w hich is to require 
able-bodied recipients to find em ploym ent. To encourage and enable recipients to  retain 
jobs, ESP w ill provide support services in the form  of extended medical benefits and day 
care, instead of cash grants. Other in itiatives, including expansion of anti-fraud e ffo rts  and 
performance-based programs fo r providing housing services, w ill also serve to  make 
transitional assistance programs more cost-e ffective.
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Employee Benefits. Proposed Fiscal Year 1996 spending on state employee benefits, 
w h ich  include employee pension and health insurance costs, grows by 2 .4 % under the 
House 1 recom m endations. House 1 proposes tha t state employees pay a 25%  share of 
the ir health insurance benefits, versus the 15% they currently pay. This would bring state 
em ployee health insurance premiums more in line w ith  those in the private sector, and save 
$32 m illion in Fiscal Year 1996. Pension costs are projected to increase by $47 million, 
based on the C om m onw ealth 's  obligations to current retirees and those employees 
expected to  retire during the next year-and-a-half.

Debt Service. Because the state is locked into borrowing commitm ents undertaken over a 
20 to -30 -yea r period, the contro ls on borrow ing implemented under the Weld/Cellucci 
adm in istra tion  can be translated only gradually into lower debt service expenditures. In 
Fiscal Year 1996, g ro w th  in debt service paym ents w ill slow significantly: House 1 
recom m ends an increase in debt service appropriations of $24.7 million, or 2.0%. This 
m odest increase re flects savings from  debt refundings completed over the last three years, 
im provem ents in the C om m onw ealth 's  bond ratings tha t have allowed the Commonwealth 
to  borrow  at low er in terest rates, a favorable cash flo w  position due to control over 
spending, and the re tirem ent of matured mini-bonds.

Paym ents fo r Mass Transit. House 1 recommends an increase of $36 million in state 
appropriations fo r mass trans it in Fiscal Year 1996. Payments to the Massachusetts Bay 
Transporta tion A u th o rity  (MBTA) fo r its operating subsidy w ill actually decline by $8.9 
m illion due to  an aggressive cost-cu tting  plan put in place at the MBTA. Payments by the 
C om m onw ealth  to  fund the M B TA 's debt service w ill rise by $42.1 million, as a result of 
increased capital expenditures to  purchase long-needed new tra ins and buses, and 
investm ents th a t w ill lead to  low er operating and maintenance costs in the future. As the 
W eld/Cellucci A dm in is tra tion 's  reform s at the MBTA have begun to  take hold, the state's 
mass trans it paym ents have slowed dram atically. Over the last tw o  years, state spending 
on mass trans it programs has risen at an average rate of 3 .2%  per year, much lower than 
in the past.

FISCAL YEAR 1995 - MID YEAR UPDATE

Although the revenue estim ate has not changed sign ificantly since the November official 
forecast, the com ponents of tha t forecast are being revised based on actual revenue 
collections through December 1994. The Departm ent of Revenue now  projects that tax 
revenues in Fiscal Year 1995 w ill be $ 1 1.1 79 billion, a reduction of $55 million from the 
September estim ate. Of this change, $50 million is due to a re-estim ate of underlying 
g row th  in the tax revenue base, and $5 million is due to  the estim ated tax revenue loss 
from  the recently-enacted law change tha t raised the no-tax threshold fo r low-incom e 
M assachusetts taxpayers. The change in the tax revenue estim ate is o ffse t by a $52
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million increase in the non-tax revenue projection for Fiscal Year 1995, due primarily to 
higher than anticipated federal reimbursement revenue.

Under the current projection, the balance in the Stabilization Fund w ill increase by $1 5 
million as a result of interest earnings on the fund 's  balance. This w ill increase the 
Stabilization Fund balance to $398 million.

FISCAL YEAR 1994

In December 1994, the O ffice of the State Comptroller released audited financial final 
report on the Com m onw ealth 's Fiscal Year 1994 operations. For the third consecutive 
year, the Com m onwealth spent less than it collected in revenue and fo r the fourth  
consectutive year it s ignificantly improved its financial condition measured according to 
generally accepted accounting principles (GAAP). The C om m onwealth 's GAAP balance 
improved by $112 million in Fiscal Year 1994, bringing the cum ulative improvement in the 
GAAP balance during the W eld/Cellucci Adm inistration to more than $1.8 billion. The 
Fiscal Year 1994 operating surplus was achieved despite the paym ent of $55 million to 
hospitals and nursing homes fo r Medicaid bills dating back to  the 1980s. This payment 
was the single largest facto r in the improvement in the GAAP balance in Fiscal Year 1994.

As a result of the Fiscal Year 1994 budget surplus, the Com m onwealth increased its 
budgeted fund balances to  $589 million and deposited $73 million in the Stabilization Fund, 
bringing the balance to almost $383 million, the highest since the fund was established in 
1986. As a result of this high balance, the Stabilization Fund is projected to earn interest 
income of $15 million in Fiscal Year 1995 and $20 million in Fiscal Year 1996 on its low- 
risk investm ents, thus further increasing the Com m onwealth 's reserve against 
contingencies.
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FISCAL YEAR 1996 RESOURCE SUMMARY ($000)
Direct Budgetary Total Intragov- Federal

C O M M O N W E A LT H  O F MASSACHUSETTS
Budgetary

Appropriation

Retained

Revenue

Budgetary
Spending

ernmental

Service

Grant

Spending

Executive 5,468 0 5,468 0 0

Office of the State Comptroller 68,017 0 68,017 7,983 0

Executive Office for Administration and Finance 857,696 9,398 867,095 85,533 2,254

Executive Office of Environmental Affairs 165,641 842 166,483 1,020 24,287

Executive Office of Communities and Development 134,303 469 134,772 0 228,279

Executive Office of Health and Human Services 6,784,279 269,363 7,053,642 1,000 308,870

Executive Office of Transportation & Construction 691,971 27 691,998 1,648 5,606

Board of Library Commissioners 22,291 0 22,291 0 3,157

Executive Office of Educational Affairs 2,814,083 150 2,814,233 150 460,806

Executive Office of Public Safety 778,797 21,876 800,673 8,178 20,923

Executive Office of Economic Affairs 31,049 0 31,049 0 200,230

Executive Office of Elder Affairs 123,093 2,000 125,093 0 28,646

Executive Office of Consumer Affairs 34,693 0 34,693 0 0

Executive Office of Labor 23,247 0 23,247 0 1,247

Legislature 67,469 0 67,469 0 0

Judiciary 371,284 5 371,289 0 0

District Attorneys 57,719 0 57,719 0 20

Secretary of the Commonwealth 15,698 0 15,698 25 797

Treasurer and Receiver-General 2,863,721 430,600 3,294,321 0 1,591

State Auditor 12,716 0 12,716 0 0

Attorney General 25,086 0 25,086 0 2,300

State Ethics Commission 1,147 0 1,147 0 0

Inspector General 1,467 0 1,467 0 0

Office of Campaign and Political Finance 795 0 795 0 0

Trust & 

O ther 

Spending

Total
Spending

0

0

67,268

14,597

2,455

412,449

1,312

2

1,437,824

8,744

893,189

83

8,173

56,131

0
179

2,327

88

194

250

0

0

0

0

T A T A  I 1S 0^1 731 734,730 16,686,461 105,536 1,289,013

5,468

75,999

1,022,149

206.387 

365,506

7,775,960

700,563

25,451

4,713,013

838,518

1,124,469

153,822

42,866

80,625

67,469

371,469

60,067

16,608

3,296,106

12,966

27.387 

1,147 

1,467

795

Budgetary
Revenue

3

8,904

284,136

71,390

3,183

3,172,035

10,300

2

3,456

351,604

527

2,020

63,654

18,805

504

61,442

1
35,940

918,067

0
6,366

43

1

97



FISCAL YEAR 1996
PROJECTED FINANCIAL STATEMENT
Budgeted Funds (in millions)

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

A LL FUNDS FUND FUN D FUND FUN D S

R E V E N U E  A N D  O T H E R  F IN A N C IN G  SO U R C E S

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

S ta b i l iz a t io n  F u n d  B a la n c e 3 9 7 .9 0 .0 0 .0 0 .0 3 9 7 .9

R e s e rv e d  o r  D e s ig n a te d 16.8 0 .0 0 .0 16.0 0 .8

S U B T O T A L , R E S O U R C E S  F R O M  P R IO R  Y E A R 501.1 (217 .2) 220 .9 51 .7 445 .7

T a x e s 1 1 ,7 2 0 .0 6 ,9 5 8 .3 3 ,8 4 0 .0 4 9 9 .2 4 2 2 .5

F e d e ra l  R e im b u rs e m e n ts 2 ,9 9 0 .8 2 ,9 8 0 .4 0 .2 6 .2 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 ,099 .3 6 6 5 .5 2.1 3 0 4 .3 127 .4

C o n s o l id a te d  T ra n s fe rs 9 3 0 .4 3 4 7 .9 6 0 0 .0 0 .0 (1 7 .5 )

S U B T O T A L , R E S O U R C E S  F R O M  C U R R E N T  Y E A R 16,740.5 10,952.1 4 ,442 .4 809 .7 536.3

T O T A L , R E V E N U E  &  O T H E R  F IN A N C IN G  SO U R C E S 17,241.6 10,734.9 4,663 .2 861 .4 982.1 |

SPE N D IN G  A N D  O P E R A T IO N S

D ire c t  A p p ro p r ia t io n s 1 5 ,9 8 1 .7 1 0 ,0 2 0 .8 4 ,6 3 5 .0 7 7 0 .4 5 5 5 .6

B a la n c e s  F o rw a rd  fo r  C o n tin u in g  A p p ro p r ia tio 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 309.1 2 9 7 .8 0 .0 0 .0 11.3

L o tte ry  D is tr ib u t io n s  to  C itie s  an d  T o w n s 4 3 0 .6 0 .0 4 3 0 .6 0 .0 0 .0

C o n tin g e n c y  R e se rv e 4 5 .0 22 .5 11.3 11.3 0 .0

A n tic ip a te d  R e v e rs io n s (3 0 .0 ) (3 0 .0 ) 0 .0 0 .0 0 .0

TO TAL, S P E N D IN G  & O P E R A T IO N S 16,736.5 1 0 3 1 1 .1 5 ,076 .8 781 .6 5 6 6 .9  |

TJND B A L A N C E S - E N D  O F F IS C A L  Y E A R  1996

R e se rv e d  fo r  C o n tin 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 27.1 0 .0 0 .0 2 6 .0 1.1

JN D E SIG N A T E D  F U N D  B A L A N C E 478.0 4 2 3 .8 (4 13 .6 ) 53 .7 414.1  |

R e se rv e d  in  O th e r  B u d g e te d  F u n d s (4 6 7 .8 )

JY 96 SURPLUS - GENERAL & LOCAL AID FUNDS 10.2

LNDING FU N D  B A L A N C E S

U n d e s ig n a te d  F u n d  B a la n c e 59.1 4 2 3 .8 (4 1 3 .6 ) 5 3 .7 (4 .8 )

S ta b i l iz a t io n  F u n d  B a la n c e 4 1 8 .9 0 .0 0 .0 0 .0 4 1 8 .9

R e se rv e d  o r  D e s ig n a te d 27.1 0 .0 0 .0 2 6 .0 1.1

TO TALS -  F IS C A L  Y E A R  1996 E N D IN G  B A L A N C E S 505.1 423.8 (413 .6) 79 .7 415 .2  |
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FISCAL YEAR 1995
PROJECTED FINANCIAL STATEMENT
Budgeted Funds (in millions)

G E N E R A L L O C A L  AID H IG H W A Y OTHER

A L L  FUNDS FUND FUND FUND FUNDS

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

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 .4 ) 3 9 2 .8 3 5 1 .8 74.0
S ta b i l i z a t io n  F u n d  B a la n c e 3 8 2 .9 0 .0 0 .0 0 .0 382.9
R e s e r v e d  o r  D e s ig n a te d 7 9 .3 5 9 .6 7 .6 4.3 7.9

S U B T O T A L , R E S O U R C E S  F R O M  P R IO R  Y E A R 589.3 (631 .8) 400 .4 356.1 464.7

T a x e s 1 1 .1 7 8 .5 6 ,6 3 1 .1 3 ,6 2 5 .8 4 9 3 .9 427.7

F e d e r a l  R e im b u r s e m e n ts 3 ,0 3 4 .6 3 ,0 2 4 .4 0 .2 6 .2 3.8

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 4 9 .4 7 7 8 .3 2 .7 3 5 0 .6 117.8

C o n s o l id a te d  T ra n s fe r s 8 9 7 .9 2 9 5 .8 6 0 9 .5 0 .0 (7.5)

S U B T O T A L , R E S O U R C E S  F R O M  C U R R E N T  Y E A R 16,360.3 10 ,729 .6 4 ,238 .2 850.7 541.8

T O T A L , R E V E N U E  &  O T H E R  F IN A N C IN G  S O U R C E S 16,949.8 10 ,097 .8 4 ,638 .6 1,206.8 1,006.5

S P E N D IN G  A N D  O P E R A T IO N S

D ir e c t  A p p r o p r ia t io n s 1 5 ,4 8 4 .3 9 ,7 3 3 .6 4 ,0 2 6 .9 1 .178 .7 545.0

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 r o p r ia t io n s 7 4 .2 5 9 .6 7 .6 0 .0 7.0

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 3 0 3 .5 2 9 1 .0 0 .0 0 .0 12.5

L o tte r y  D is t r ib u t io n s  to  C i t 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 s e r v e  f o r  W e lf a r e  R e fo rm 2 5 7 .2 2 5 7 .2 0 .0 0 .0 0.0

C o n t in g e n c y  R e s e r v e 9 8 .6 5 9 .8 2 6 .9 1 1 .0 1.0

A n t ic ip a te d  R e v e r s io n s (1 6 0 .7 ) (8 6 .2 ) (3 5 .3 ) (3 4 .6 ) (4.7)

[T O T A L , S P E N D IN G  &  O P E R A T IO N S 16 ,4 4 8 .7 10 ,315 .0 4 ,417 .8 1,155.2 560.8]

F U N D  B A L A N C E S  - E N D  O F  F IS C A L  Y E A R  1995

R e s e r v 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 16.8 0 .0 0 .0 16.0 0.8

|U N D E S IG N A T E D  F U N D  B A L A N C E 4 84 .3 (2 1 7 .2 ) 2 2 0 .9 35.6 444.9j

R e s e rv e d  in  O th e r  B u d g e te d  F u n d s (4 8 0 .6 )

FY 9 5  SURPLUS - GENERAL & LOCAL AID FUNDS 3 .7

E N D IN G  F U N D  B A L A N C E S

U n d e s ig n a te d  F u n d  B a la n c e 8 6 .4 (2 1 7 .2 ) 2 2 0 .9 3 5 .6 47.0

S ta b i l iz a t io n  F u n d  B a la n c e 3 9 7 .9 0 .0 0 .0 0 .0 397.9

R e s e rv e d  o r  D e s ig n a te d 16.8 0 .0 0 .0 16.0 0.8

IT O T A L S  - F IS C A L  Y E A R  1995 E N D IN G  B A L A N C E S 501.1 (2 1 7 .2 ) 2 2 0 .9 51 .7 4457]
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FISCAL YEAR 1994 
FINANCIAL STATEMENT
Budgeted Funds (in millions)

G EN ERA L LO C A L AID H IG H W A Y O T H E R

A LL FUNDS FUND FUND FUND FUNDS

R E V E N U E  &  O T H E R  F IN A N C IN G  SO U R C E S

U n d e s ig n a te d  F u n d  B a la n c e 142 .6 (7 6 5 .6 ) 525.1 2 9 0 .2 9 3 .0

S tab iliz a tio n  F u n d  B a la n c e 3 0 9 .5 0 .0 0 .0 0 .0 3 0 9 .5

R e se rv ed  o r  D es ig n a ted 110.4 6 4 .0 11.6 8 .0 2 6 .9

SU B T O T A L , R E S O U R C E S  F R O M  P R IO R  Y E A R 562.5 (701.6) 536.6 298.2 429.3

T ax es 1 0 ,6 0 6 .7 6 ,2 9 7 .8 3 ,4 0 3 .6 4 7 9 .7 4 2 5 .6

F ed era l R e im b u rse m e n ts 2 ,9 0 1 .2 2 ,8 9 2 .2 0 .0 4 .7 4 .4

D e p a rtm en ta l an d  O th e r  N o n -T a x  R e v en u es 1 ,1 8 7 .9 7 5 0 .4 1.3 3 3 2 .7 103.6

C o n so lid a ted  T ran s fe rs 8 5 3 .9 2 7 4 .9 5 9 6 .2 0 .0 (1 7 .2 )

SU B T O T A L , R E S O U R C E S F R O M  C U R R E N T  Y E A R 15,549.7 10*215.2 4,001.1 817.0 516.4

T O T A L , R E V E N U E  &  O T H E R  F IN A N C IN G  S O U R C E S 1 6 ,1 1 2 3 9,513.7 4,537 .7 1,115.2 945 .7

SPEN D IN G  & O P E R A T IO N S

D irec t A p p ro p ria tio n s 15 ,2 1 5 .8 10 ,037 .5 3 ,8 3 4 .3 7 8 2 .9 561.1

B a lan ces F o rw a rd  fo r C o n tin u in g  A p p ro p ria tio n s 106.6 6 4 .0 11.6 4 .9 2 6 .2

A u th o rized  S p e n d in g  f ro m  R e ta in e d  R e v en u es 2 9 8 .7 2 7 9 .0 0 .9 7 .9 11.0

L o tte ry  D is tr ib u tio n s  to  C itie s  an d  T o w n s 3 2 9 .0 0 .0 3 2 9 .0 0 .0 0 .0

R ev ers io n s (3 5 3 .0 ) (2 1 4 .6 ) (5 6 .9 ) (3 6 .6 ) (4 4 .8 )

U n sp en t A p p ro p ria tio n s  C o n tin u e d  to  F isc a l Y e a r  1995 (7 4 .3 ) (5 9 .6 ) (7 .6 ) 0 .0 (7 .1 )

T O T A L , SPE N D IN G  & O P E R A T IO N S 15,522.9 10,106.2 4,111.1 759.1 546 .4

FUND B A L A N C E S - EN D  O F F ISC A L  Y E A R  1994

R eserv ed  fo r C o n tin u in g  A p p ro p ria tio n s 74 .3 5 9 .6 7 .6 0 .0 7.1

D es ig n a ted  fo r  D eb t S e rv ice 5.1 0 .0 0 .0 4 .3 0 .8

U N D E SIG N A T E D  F U N D  B A L A N C E 510.0 (652.1) 419.0 351 .8 391.4

R eserv ed  in  O th e r  B u d g e te d  F u n d s (3 9 1 .4 )

FY 94 SURPLUS -  3 MAJOR FUNDS 118.6

TRANSFER TO STABILIZATION FUND 65.4 (39.3) (26.2) 0 . 0 65.4

E N D IN G  FU N D  B A L A N C E S

U n d es ig n a ted  F u n d  B a la n ce 127.1 (6 9 1 .4 ) 3 9 2 .8 3 5 1 .8 7 4 .0

S tab iliz a tio n  F u n d  B a lan ce 3 8 2 .9 0 .0 0 .0 0 .0 3 8 2 .9

R e se rv ed  o r  D es ig n a ted 79 .3 5 9 .6 7 .6 4 .3 7 .9

T O T A L S - F Y 94 E N D IN G  B A L A N C E S 5 8 9 3 (631 .8) 400.4 356.1 464 .7
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Local Aid Narrative

FY95 FY96
Cherry Sheet A id Projected Recommended
(000s Omitted) Spending Spending

Treasurer* 911,032 951,532
Communities and Development 2,701 2,613
Veterans’ Affairs 11,657 11,764
Libraries 19,906 19,906
Education 1,917,452 2,115,402
Public Safety 92,900 93,300
Gas Tax 43,472 43,472
Tax Abatements 19,200 19,200

Total: 3,018,319 3,257,188

‘ Includes $430.6 million in unappropriated lottery funds for Fiscal Year 1 996 and $391.6 million in 
unappropriated lottery funds for Fiscal Year 1995

Fiscal Year 1996 Cherry Sheet Overview

The Division of Local 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 
1996, cherry sheet appropriations w ill tota l $3.2 billion, providing cities and tow ns w ith  a 
direct local aid increase of $238.8  million, or 7.9%  over Fiscal Year 1995 levels. Since 
Fiscal Year 1992, to ta l cherry sheet appropriations have increased by $867.8  million, or 
36.3% . The Fiscal Year 1996 budgetary recommendation represents the highest cherry 
sheet recommended appropriation levels to date. Lottery proceeds distribution will 
increase by $51 million, meeting the Weld/Cellucci A dm in istra tion 's com m itm ent to phase 
out the lo ttery cap. Of this increase, $39 million w ill be distributed to  cities and tow ns 
through the lo ttery formula and $12 million w ill be awarded to  cities and tow ns in 
competitive grants for Community Policing Initiatives. If State Lottery Fund revenue 
growth exceeds current projections, tha t 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 
$195.9 million, continuing the W eld/Cellucci Adm in istra tion 's com m itm ent to  fu lly  fund 
Education Reform as tha t in itiative begins its third 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 1996 
funding levels are described below.
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Treasurer and Receiver-General

Fiscal Year 1996

In Fiscal Year 1996, additional assistance, payments-in-lieu of taxes for state-owned land, 
and the local share of the racing tax are funded at Fiscal Year 1995 levels. Lottery 
proceeds d istributed d irectly through the lottery formula are increasing by $39 million, as 
the phase-out of the Com m onwealth s share of lottery revenue begins.

C om m unities and Developm ent

The Executive O ffice  of Com m unities and Development administers the Federally-Aided 
Urban Renewal, State Urban Renewal, and Urban Revitalization and Development Grant 
program s. Through these programs, cities and tow ns are reimbursed for a portion of the 
costs related to  urban renewal projects targeted at redeveloping downtowns, 
neighborhoods, industrial parks and commercial areas; technical assistance is provided to 
m unicipa lities, organizations, and local businesses; low and moderate income housing units 
are rehabilitated; and local businesses are provided w ith  financial assistance. Fiscal Year 
1996 funding w ill ensure tha t service levels are consistent w ith  Fiscal Year 1995 service 
levels.

V eterans ' Services

The D epartm ent of Veterans' Services, w ith in  the Executive Office for Administration and 
Finance, adm inisters veterans' benefits programs, reimbursing cities and tow ns for 75% of 
the costs of benefits fo r veterans and the ir dependents. These benefits include allowances 
fo r food, c lo th ing , shelter, heat, medical, and burial expenses. Fiscal Year 1996 funding 
levels w ill ensure th a t service levels can continue at Fiscal Year 1995 service levels.

Board o f 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 m unicipalities 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 
1996 funding level fo r libraries is equal to the Fiscal Year 1995 funding level.

Education

The cherry sheet contains aid fo r several education programs. D irect financial assistance in 
the form  of Chapter 70 Education Reform paym ents d istributed through the Education 
Reform form ula w ill increase by $195 .9  million in Fiscal Year 1996. School Building 
Assistance reim bursem ents, w hich provide m unicipalities and regional school d istricts w ith 
financial assistance fo r the planning and construction of school buildings, w ill increase by
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$5.5 million in Fiscal Year 1996. Programs to ensure racial balance and facilita te  the 
transition involved in achieving racial balance, specifically METCO, Magnet Education, and 
Equal Education Improvem ent, w ill be level-funded in Fiscal Year 1996. Likewise, 
reimbursements for pupil transportation to local municipal and regional schools w ill be 
funded in Fiscal Year 1996 at the Fiscal Year 1995 level.

Public Safety

The Executive O ffice of Public Safety administers the police career incentives program and 
an appropriation to counties for the costs of operating county correctional facilities.
Through the police career incentive program, the state partially reimburses cities and tow ns 
providing career incentive education programs to police officers through salary increases. 
The county appropriation saves cities and tow ns from having to  pay counties $80.5 million 
for correctional services, as they did prior to Fiscal Year 1989 when this appropriation was 
established. The Fiscal Year 1996 funding level fo r these tw o  programsis equal to  the 
Fiscal Year 1995 funding level.

Transportation and Construction

To reimburse municipalities for costs incurred in the construction, maintenance, and 
policing of local streets and roads, the Com m onwealth distributes H ighway Fund monies 
(funded through the m otor vehicle fuels excise tax) to  the 351 cities and tow ns in 
Massachusetts. In Fiscal Year 1996, H ighway Fund distributions w ill equal Fiscal Year 
1 995 distributions.

Adm inistration and Finance

The Com m onwealth provides reimbursements to cities and tow ns for tax exemptions 
granted to qualifying veterans, blind persons, surviving spouses, and elderly persons. In 
Fiscal Year 1996, these reimbursements w ill be funded at the Fiscal Year 1995 level.

NOIM-CHERRY SHEET LOCAL AID

The W eld/Cellucci Adm inistration pursues a comprehensive local aid policy to ensure the 
fiscal autonomy and stab ility  of each of the C om m onwealth 's cities and tow ns. To tha t 
end, a number of local aid programs w hich provide either programm atic assistance or direct

monetary aid to  cities and tow ns are administered by agencies throughout state 
government. In Fiscal Year 1996, the Adm inistration is increasing its com m itm ent to  local 
aid by increasing funding fo r education, public safety, and w ater and sewer rate relief.

Education Reform funding, above and beyond Chapter 70 aid, w ill increase by over $32 
million. A t the state level, this expansion w ill support professional development, statew ide
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curriculum  fram ew orks development, and creation of student and school assessments. 
M oreover, more than $16 million in new grants for after-school programs, safe schools, 
school-linked services, charter schools, high achievement, drop-out prevention, and time 
and learning programs w ill be distributed to  cities, tow ns, school d istricts, charter schools 
and regional school d istricts.

To help defray the costs of safeguarding our communities, the Adm inistration recommends 
$23 m illion in Com m unity Policing in itiatives, including a $12 million commitm ent to aid 
c ities and tow ns  in paying fo r their share of federal crime bill funds.

The th ird  substantia lly  increased com ponent of non-cherry sheet aid is rate relief. In Fiscal 
Year 1994  and Fiscal Year 1995, MW RA rate payers benefited from a total of $47 million 
of rate relief tha t served to  reduce rate increases in MWRA communities. In Fiscal Year 
1996, tha t aid w ill be continued through an appropriation of $50 million, of which $35 
m illion w ill be targeted fo r MW RA rate relief, an increase of more than $7 million over 

Fiscal Year 1995 levels.

LOCAL RELIEF

As part of Education Reform, the W eld/Cellucci Adm inistration is filing legislation with 
House 1 to  reform  special education and bilingual education. In addition to the giant strides 
these reform s w ill take in im proving the w ay children in need of these services are 
educated, the legislation w ill enable m unicipalities to restructure service provision and 
achieve s ign ificant savings.

The proposed special education reform s focus on prom oting inclusion of special education 
in regular education classes. By redefining the role of special education administrative 
hearing o fficers, giving principals authority over all special education s ta ff, mandating 
principal partic ipation in all special education referrals, and lengthening the amount of time 
tha t school d is tric ts  have to dem onstrate tha t certain students can be just as well served in 
a regular classroom as in special education programs, municipal special education costs will 
be substantia lly reduced.

Similarly, school d is tric ts ' and m unicipalities' bilingual education costs w ill be reduced by 
bilingual education reform s tha t w ill: require parental consent fo r m ainstream ing, limit 
enrollm ent to students w ith  underdeveloped English skills, a llow  schools to meet bilingual 
education law mandates by offering immersion programs, and lim it bilingual education 
enrollm ent tim e to  three years.
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In the Year One Thousand Nine Hundred and Ninety-Five

AN ACT MAKING APPROPRIATIONS FOR THE FISCAL YEAR NINETEEN 
HUNDRED AND NINETY-SIX 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 llow s:

SECTION 1. To provide for the maintenance of the several departments, 
boards, commissions and institu tions, 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  fo r 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 otherwise, subject to the provisions of law 
regulating the disbursement of public funds and the approval thereof, fo r the fiscal 
year ending June th irtie th , nineteen hundred and ninety-six. 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-five, and not included as part of an appropriation 
item in section tw o , are hereby made available for expenditure during fiscal year 
nineteen hundred ninety-six, 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 w hich would cause said fund to  be in defic it at the 
close of fiscal year nineteen hundred and ninety-six; and provided further, tha t any 
balance remaining in said Intragovernmental Service Fund at the close of fiscal year 
nineteen hundred and ninety-six shall be transferred to the General Fund.

SECTION 1A. In accordance w ith  Articles LXIII and CVII of the Articles of 
Amendment to the Constitution and section six D of chapter tw enty-n ine  of the 
General Laws, it is hereby declared that the amounts of revenue set forth  in this 
section by source for the respective funds of the com m onwealth for the fiscal year 
ending June th irtie th , nineteen hundred and ninety-six are necessary and suffic ient 
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 ptroller 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 office 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  the projected 
receipts set fo rth  herein, and to include a full statement comparing such actual and 
projected receipts in the annual report for such fiscal year pursuant to section 
tw e lve  of chapter seven A of the General Laws; provided, tha t such quarterly and 
annual reports shall also include detailed statements of any other sources of revenue 
fo r the budgeted funds in addition to  those specified in this section.

Fiscal Year 1996 Revenue by Source and Budgeted Fund
(in millions of dollars)

All Other
Budgeted General Highway Local Aid Budgeted 

Source _____________Funds_______Fund______ Fund______ Fund_____ Funds

Tax Revenue

Alcoholic Beverages 57.0

Commercial Banks 158.5

Savings Institu tions 69.5

Cigarette 236.0

Corporations 858.7

Deeds 43.0

Income 6 ,4 2 1 .3

Estate/lnheritance 216.0

Insurance 327.3

M otor Fuels 577.0

U tilities 80.0

Racing 13.0

Room Occupancy 68.0

Sales: Regular 1 ,885.9

Sales: Meals 353 .0

Sales: M otor Vehicles 349.0

Miscellaneous 6.7

Total Tax Revenue 11,720 .0

Non-Tax Revenue

Federal Reimbursements 2,990 .8

Departm ental Revenue 1,099.3

Consolidated Transfers 930.4

57.0 0.0 0.0 0.0

158.5 0.0 0.0 0.0

69.5 0.0 0.0 0.0

105.3 0.0 0.0 130.7

515.2 0.0 343.5 0.0

43.0 0.0 0.0 0.0

3 ,692 .0 0.0 2,461.3 268.0

216.0 0.0 0.0 0.0

327.3 0.0 0.0 0.0

77.8 499.2 0.0 7.0

80.0 0.0 0.0 0.0

13.0 0.0 0.0 0.0

44.2 0.0 0.0 23.8

1 ,131.6 0.0 754.4 0.0

21 1.8 0 .0 141.2 0.0

209.4 0 .0 139.6 0.0

6.7 0 .0 0.0 0.0

6 ,9 5 8 .3 4 99 .2 3 ,8 4 0 .0 422.5

2 ,9 8 0 .4 6.2 0.2 3.9
665.5 304.3 2.1 127.4
347.9 0 .0 600 .0 17.5

3 ,9 9 3 .8 3 10 .5 6 0 2 .4 113.8Total IMon-Tax Revenue 

T n ta rR e ve n u e forBTidget 16 ,740 .5  10,952.1 ------8 0 9 .7 4 , 4 4 2 . 4  536 .3



SECTION 1B. The com ptroller is hereby authorized and directed to keep a 
distinct account of actual receipts of non-tax revenues by each department, board, 
commission or institu tion, to furnish the executive office fo r adm inistration and 
finance and the house and senate com m ittees on ways and means w ith  quarterly 
statements comparing such actual receipts w ith  the projected receipts set forth  
herein, and to include a full statem ent comparing such actual and projected receipts 
in the annual report for fiscal year nineteen hundred and ninety-six pursuant to 
section tw elve 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.

Non-Tax Revenue Executive Office Summary

FY 1996 FY 1996 FY 1996
Unrestricted Restricted Total Non-Tax

Revenue Revenue Revenue

Judiciary 58 ,037 ,390 5,000 58 ,042 ,390
District A ttorneys 82,190 25,000 107,190
Executive 2,500 0 2,500
Secretary of the Commonwealth 30 ,9 22 ,6 90 0 30 ,9 22 ,6 90
Treasurer and Receiver-General 614 ,194 ,463 389 ,00 0 ,00 0 1 ,003 ,194 ,463
Auditor 200 0 200
Attorney General 5 ,314 ,976 75,000 5 ,389 ,976
Ethics Commission 43 ,000 0 43 ,000
Inspector General 565 0 565
Campaign & Political Finance 22,000 0 22,000
Comptroller 3 ,362 ,473 0 3 ,362 ,473
Adm inistration and Finance 207 ,454 ,337 12,010 ,366 219 ,464 ,703
Environmental A ffa irs 71 ,1 45 ,7 44 157,400 71,3 03 ,1 44
Communities and Development 2 ,640,792 450 ,000 3 ,090 ,792
Health and Human Services 2 ,8 0 7 ,2 9 3 ,9 36 228 ,405 ,155 3,035,699,091
Transportation and Construction 6 ,792 ,959 28,349 6 ,821 ,308
Board of Library Commissioners 1,750 0 1,750
Education 3 ,392 ,998 4 ,0 5 0 ,0 0 0 7 ,442 ,998
Public Safety 367 ,83 3 ,00 0 22 ,491 ,677 3 90 ,324 ,677
Economic A ffa irs 756,715 0 756 ,715
Elder A ffa irs 20,000 0 20,000
Consumer A ffa irs 59 ,408 ,986 0 59 ,408 ,986
Labor 18 ,849 ,302 0 18,849 ,302
Legislature 483 ,748 0 483 ,748

Total 4 ,2 5 8 ,0 5 6 ,7 1 4 6 5 6 ,69 7 ,94 7 4 ,91 4 ,7 5 4 ,6 61

SECTION 2. Appropriations for fiscal year nineteen hundred and ninety-six are set 
out in volumes II and III.
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Section 3. Notw ithstanding the provisions of any general or special law to the contrary, 
except for section tw e lve  B of chapter seventy-six as amended, for the fiscal year ending 
June th irtie th , nineteen hundred and ninety-six, the lo ttery d istribution 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 th irty  million, six hundred 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; provided further, tha t notw ithstanding the provisions of 
chapter seventy of the General Laws, as amended, the amount by which each 
m unicipality 's lo ttery d istribution appropriation set forth  herein exceeds the amount so 
appropriated in fiscal year nineteen hundred and ninety-three shall in no way increase a 
m unicipality 's obligations regarding education financing and shall be eligible for unrestricted 
use by the municipalities.

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 distributed in the prior fiscal year, any increase in State Lottery 
Fund proceeds for tha t year, and one-fifth  of the difference between the amount 
distributed to cities and tow ns in fiscal year nineteen hundred and n inety-five and actual 
State Lottery Fund proceeds for 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 d istribution 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 that 
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 
otherwise 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 ttery 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 lottery distribution to cities and tow ns; provided, that any 
funds in item 1599-3902 of this act tha t w ill not be expended for the purposes of said item 
shall be distributed to  cities and tow ns by adjusting said final quarter payments. A fte r the 
final reconciliation of lo ttery revenues has occurred at the end of each fiscal year, if actual 
State Lottery Fund revenue grow 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 distribution to cities and tow ns shall be made by the state treasurer by adjusting 
the firs t quarterly paym ent of said subsequent fiscal year. If actual State Lottery Fund 
revenue grow th  falls short of the grow th  distributed to cities and tow ns, final adjustments
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of lo ttery d istributions to cities and tow ns shall be made by the state treasurer by adjusting 
dow nw ard  the firs t quarterly payment of the subsequent fiscal year.

N otw ithstand ing  the provisions of any general or special law to the contrary, except for 
section tw e lve  B of chapter seventy-six as amended, the total amounts to be distributed 
and paid to each c ity , tow n , regional school d istrict and county maintaining an agricultural 
school from  items 061 1 -5500  and 7061-0008  of section tw o  of this act shall be set forth 
in the fo llow ing  list; provided, tha t the specified amounts to be distributed from items 
7 0 6 1 -0 0 0 8  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 0611-5500 of 
said section tw o  are hereby deemed to be in full satisfaction of the amounts due under 
section th irty-seven  of chapter tw enty-one of the General Laws. No payments to cities, 
tow ns, and counties maintaining an agricultural school pursuant to this section shall be paid 
a fter November th irtie th  of the fiscal year by the state treasurer until he receives 
ce rtifica tion  from  the com m issioner 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 tribu tions pursuant to this section shall not be paid by the state treasurer after 
November th irtie th  of the fiscal year until he receives certification from said commissioner 
of the acceptance of the prior year's annual financial reports as prescribed by the director 
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 am ount certified to  the regional school committee and the 
com m issioner by the d irector of accounts as available on July first of the current fisca 
year. Said d irector shall promulgate and from  time to time revise rules and regulations tor 
determ ining the available funds of a regional school d istrict. No payments to cities, towns 
or regional school d is tric ts  pursuant to item 7061-0008  of section tw o  shall be paid after 
November th irtie th  of the fiscal year by the state treasurer until he receives certification 
from  the com m issioner of education of said com m issioner’s acceptance of the end of year 
pupil and financial report subm itted pursuant to the provisions of section three of chapter 

seven ty-tw o  of the General Laws.
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Outside Sections

7061-0008 0611-5500
Chapter 70 Additional Lottery

MUNICIPALITY Assistance Distribution

ABINGTON 4,469,302 0 1,189,632
ACTON 875,836 37,368 802,593
ACUSHNET 3,142,918 30,043 920,021
ADAMS 0 44,096 1,258,462
AGAWAM 7,172,677 0 2,182,385
ALFORD 0 0 9,766
AMESBURY 6,003,1 16 0 1,177,888
AMHERST 3,965,036 280,503 4,527,663
ANDOVER 2,191,356 0 970,197
ARLINGTON 3,055,898 5,652,310 2,694,252
ASHBURNHAM 0 0 343,706
ASHBY 0 0 214,202
ASHFIELD 32,783 0 90,176
ASHLAND 897,642 366,937 519,821
ATHOL 0 5,507 1,175,820
ATTLEBORO 1 5 ,034,600 0 3,085,924
AUBURN 2,629,270 0 957,844
AVON 279,840 504,148 256,678
AYER 3,561,948 55,642 478,442
BARNSTABLE 1,937,978 0 980,973
BARRE 8,338 0 431,000
BECKET 1,822 10,797 44,516
BEDFORD 830,405 609,391 431,636
BELCHERTOWN 4,702,655 0 840,284
BELLINGHAM 4,630,082 0 1,190,982
BELMONT 1,241,319 1,041,278 1,084,499
BERKLEY 1,955,083 0 271,705
BERLIN 284,780 0 142,1 51
BERNARDSTON 0 0 143,122
BEVERLY 4,327,704 3,086,077 2,307,880
BILLERICA 8,661,385 2,956,313 2,300,066
BLACKSTONE 1 2,852 0 733,497
BLANDFORD 0 0 69,1 28
BOLTON 0 0 101,381
BOSTON 90,728,497 206 ,638,214 36,441,703
BOURNE 2,010,670 443,645 609,510
BOXBOROUGH 108,1 1 5 0 126,31 1
BOXFORD 226,360 45,818 221,836

BOYLSTON 180,086 0 202,356

BRAINTREE 2,148,383 4,250,822 1,906,606

BREWSTER 204,41 1 0 173,130

BRIDGEWATER 0 0 1,667,937

BRIMFIELD 656,781 0 1 94,971

BROCKTON 56,635,363 5,424,063 9,837,332

BROOKFIELD 1,01 5,456 0 271,927

BROOKLINE 2,008,638 4,401,448 2,391,807

BUCKLAND 0 0 154,791
BURLINGTON 1,812,583 1,744,603 862,736
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The Governor's Message

MUNICIPALITY

7061-0008 0611-5500
Chapter 70 Additional

Assistance

CAMBRIDGE
CANTON
CARLISLE
CARVER
CHARLEMONT
CHARLTON
CHATHAM
CHELMSFORD
CHELSEA
CHESHIRE
CHESTER
CHESTERFIELD
CHICOPEE
CHILMARK
CLARKSBURG
CLINTON
COHASSET
COLRAIN
CONCORD
CONWAY
CUMMINGTON
DALTON
DANVERS
DARTMOUTH
DEDHAM
DEERFIELD
DENNIS
DIGHTON
DOUGLAS
DOVER
DRACUT
DUDLEY
DUNSTABLE
DUXBURY
EAST BRIDGEWATER
EAST BROOKFIELD
EAST LONGMEADOW
EASTHAM
EASTHAMPTON
EASTON
EDGARTOWN
EGREMONT
ERVING
ESSEX
EVERETT
FAIRHAVEN
FALL RIVER
FALMOUTH
FITCHBURG
FLORIDA

3,022,094
1,130,524

216,041
5.399.971 

11,925
0

124,830
3,425,463

20,137,369
86,164

0
30,615 

22,761,481 
0

764,647
5,580,730

581,209
0

633,548
263,802

14,668
275,840

1,441,291
4,788,698
1,578,146

357,476
0
0

2,514,961
72,389

7,809,047
0
0

1,220,041
4,852,185

5,035
2.264.972 

67,855
5,91 1,149 
4 ,097,834 

101,573 
0

195,200
213,745

6,489,306
4,273,782

59,341,001
2,416,800

20,623,131
239,550

22,595,349
1,104,851

18,534
0
0
0
0

3,190,395
4,274,507

0
0
0

1,504,526
0

16,502
220,865
209,013

0
483,163

0
0
0

1,408,080 
0

1,950,847 
0 
0 
0 
0 
0 
0 
0

37,846
0
0
0
0
0

137,004
0

35,873
0

16,548
42,569

5,139,628
492,569

2,882,862
0

270,312
0

Fiscal Year 1996

Lottery
Distribution

4,795,272 
791,552 
114,732 
720,093 

86,730 
657,820 

93,761 
1,743,996 
3,033,066 

300,105
90,845 
68,841 

5,621,357 
1,959 

223,297 
1,252,477 

255,736 
120,447 
560,606 

92,575 
40,558 

561,817 
1,176,879 
1,453,734 
1,316,583 

271,924 
276,480 
398,587 
329,775 
119,112 

1,808,821 
836,598 

96,027 
517,905 
815,061 
171,828 
767,813 

71,571 
1,603,284 
1,188,286 

21,614 
41,906 
30,867 

132,336 
1,917,048 
1,199,315 

14,097,207
704,91 5 

4,660,743 
24,998

I - 4 2



Outside Sections

MUNICIPALITY

7061-0008  
Chapter 70

0611-5500
Additional

Assistance
Lottery

Distribution

FOXBOROUGH 3,434,181 0 929,084
FRAMINGHAM 3,410,217 5,91 1,189 3,503,086
FRANKLIN 6,718,292 0 1,373,091
FREETOWN 670,509 0 528,716
GARDNER 9,236,049 151,944 2,107,292
GAY HEAD 0 0 1,392
GEORGETOWN 1,665,653 66,691 389,536
GILL 0 0 113,249
GLOUCESTER 2,560,209 2,419,91 1 1,470,169
GOSHEN 800 0 36,940
GOSNOLD 325 2,469 260
GRAFTON 2,863,1 96 0 856,206
GRANBY 1,911,086 0 493,258
GRANVILLE 265,061 0 75,1 13
GREAT BARRINGTON 0 0 477,540
GREENFIELD 7,186,369 0 1,798,978
GROTON 0 0 382,986
GROVELAND 0 0 397,054
HADLEY 239,402 174,084 180,502
HALIFAX 1,373,863 0 518,940
HAMILTON 0 53,967 363,257
HAMPDEN 0 0 361,430
HANCOCK 30,015 22,195 26,783
HANOVER 1,737,492 1,669,092 622,796
HANSON 0 0 745,519
HARDWICK 26,306 4,062 233,584
HARVARD 641,968 69,324 1,189,597
HARWICH 378,819 0 217,014
HATFIELD 414,989 0 198,077
HAVERHILL 20,648,205 3,149,881 4,187,884
HAWLEY 13,297 16,264 15,661
HEATH 0 0 27,602
HINGHAM 1,570,890 420,485 845,989
HINSDALE 33,247 0 1 14,050
HOLBROOK 3,430,424 5,987 907,276
HOLDEN 0 0 928,966
HOLLAND 266,994 0 90,922
HOLLISTON 3,145,732 518,826 723,522
HOLYOKE 42,572,419 763,384 5,534,352
HOPEDALE 1,848,314 0 327,71 1
HOPKINTON 1,080,071 151,365 338,707
HUBBARDSTON 0 0 144,287
HUDSON 4,400,556 0 1,236,814
HULL 2,382,630 1,747,307 628,194
HUNTINGTON 0 0 170,355
IPSWICH 931,584 975,780 61 1,335
KINGSTON 1,208,413 0 491,568
LAKEVILLE 940,594 0 417,058
LANCASTER 0 0 523,427
LANESBOROUGH 371,328 0 246,473
LAWRENCE 62,065,709 239,970 8,679,096
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7061-0008  
Chapter 70

MUNICIPALITY

LEE
LEICESTER
LENOX
LEOMINSTER
LEVERETT
LEXINGTON
LEYDEN
LINCOLN
LITTLETON
LONGMEADOW
LOWELL
LUDLOW
LUNENBURG
LYNN
LYNNFIELD
MALDEN
MANCHESTER
MANSFIELD
MARBLEHEAD
MARION
MARLBOROUGH
MARSHFIELD
MASHPEE
MATTAPOISETT
MAYNARD
MEDFIELD
MEDFORD
MEDWAY
MELROSE
MENDON
MERRIMAC
METHUEN
MIDDLEBOROUGH
MIDDLEFIELD
MIDDLETON
MILFORD
MILLBURY
MILLIS
MILLVILLE
MILTON
MONROE
MONSON
MONTAGUE
MONTEREY
MONTGOMERY
MOUNT WASHINGTON

NAHANT
NANTUCKET
NATICK
NEEDHAM

1,092,920 
4,356,876

824,092 
15,100,598 

1 18,939 
2,208,631 

0
167,755 
509,329

1,995,1 13 
59,268,418 

5,998,840 
2,309,220 

48,958,518 
827,025 

13,686,785 
337,248 

3,056,138 
1,030,494 

81,980 
1,993,848 
6,075,134 

988,621 
177,418 

1,200,169 
837,789 

8 ,129,027 
2 ,725,936 
3 ,655,343 

0 
0

12,429,431
9,970,595

0
209,845 

8 ,461,394 
3,207,456 
1,052,929

5,272 
1,255,470 

1 1,910 
3 ,455,054 

0 
0 
0

3,1 91 
1 56,279 
1 85,835 

1,886,639 
1,607,248

0611-5500
Additional

Assistance

0
0

90,787
14,714

0
0
0

367,459
207,535

0
7,978,998

0
0

1 1,926,220 
455,892

7,030,168
0

912,368
49,583

0
3,433,241

255,142
0
0

738,519
937,000

8,094,393
235,317

3,402,865
0
0

205,147
0
0

159,272
0
0

403,862
0

1,566,851 
1 7,526 

0 
0

15,777
0

41,886
157,791

0
2,444,348

259,216

Lottery
Distribution

439,741 
1,002,438 

396,305 
2,951,584 

94,015 
965,743 

33,538 
278,921 
319,478 
826,277 

9,829,636 
1,651,289 

610,374 
7,552,723 

453,194 
4,899,680 

155,330 
749,421 
677,262 
115,379 

1,836,910 
1,220,520 

93,149 
252,909
653,1 10 
523,927 

4,424,307 
540,783

1,935,845 
196,917 
427,516 

2,838,188 
1,380,969 

24,918 
198,042 

1,855,917 
1,034,914 

441,299 
189,281 

1,393,898 
5,677 

754,604 
707,506 

25,061 
47,352 

1,554 
178,872 

39,946 
1,410,853 

956,465
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Outside Sections

MUNICIPALITY

7061-0008  
Chapter 70

0611-5500
Additional

Assistance
Lottery

Distribution

NEW ASHFORD 7,495 9,203 4,323
NEW BEDFORD 66,061,058 901,313 14,173,781
NEW BRAINTREE 0 0 56,262
NEW MARLBOROUGH 0 0 32,740
NEW SALEM 0 0 55,01 1
NEWBURY 0 0 248,057
NEWBURYPORT 1,933,540 1,736,621 944,635
NEWTON 4,086,866 1,732,789 3,090,777
NORFOLK 1,310,91 1 0 478,239
NORTH ADAMS 9,739,909 233,872 2,733,354
NORTH ANDOVER 1,685,298 151,695 1,017,901
NORTH ATTLEBOROUGH 7,484,064 0 1,632,613
NORTH BROOKFIELD 2,735,877 0 462,743
NORTH READING 1,354,171 1,189,787 624,61 6
NORTHAMPTON 5,322,555 727,239 2,451,265
NORTHBOROUGH 1,172,683 76,900 592,769
NORTHBRIDGE 5,863,1 50 3,865 1,351,158
NORTHFIELD 0 0 148,793
NORTON 5,272,677 0 1,198,322
NORWELL 930,229 680,878 406,637
NORWOOD 1,678,002 3,354,660 1,534,272
OAK BLUFFS 62,260 0 35,685
OAKHAM 17,088 0 81,106
ORANGE 3,446,092 2,661 933,493
ORLEANS 56,240 0 98,592
OTIS 0 0 16,771
OXFORD 5,513,713 0 1,217,605
PALMER 5,584,510 0 1,112,602
PAXTON 0 0 252,540
PEABODY 8,432,993 3,951,625 2,949,522
PELHAM 22,860 0 79,895
PEMBROKE 2,786,736 0 946,320
PEPPERELL 0 0 675,016
PERU 37,091 0 56,559
PETERSHAM 62,841 0 58,795
PHILLIPSTON 0 5,519 67,029
PITTSFIELD 20,855,880 1,107,722 4,696,477
PLAINFIELD 1 5,233 0 21,500
PLAINVILLE 776,973 0 392,888
PLYMOUTH 10,616,406 0 1,769,275
PLYMPTON 334,060 0 122,185
PRINCETON 0 0 160,545
PROVINCETOWN 129,330 27,912 86,522
QUINCY 9,451,043 14,555,556 5,949,557
RANDOLPH 6,060,213 2,297,597 2,034,208
RAYNHAM 0 0 672,547
READING 2,332,084 1,931,472 1,261,273
REHOBOTH 0 0 528,474
REVERE 1 1,500,353 6,712,698 3,291,664
RICHMOND 101,911 0 70,800

I - 45



The Governor's Message Fiscal Year 1996

MUNICIPALITY

ROCHESTER
ROCKLAND
ROCKPORT
ROWE
ROWLEY
ROYALSTON
RUSSELL
RUTLAND
SALEM
SALISBURY
SANDISFIELD
SANDWICH
SAUGUS
SAVOY
SCITUATE
SEEKONK
SHARON
SHEFFIELD
SHELBURNE
SHERBORN
SHIRLEY
SHREWSBURY
SHUTESBURY
SOMERSET
SOMERVILLE
SOUTH HADLEY
SOUTHAMPTON
SOUTHBOROUGH
SOUTHBRIDGE
SOUTHWICK
SPENCER
SPRINGFIELD
STERLING
STOCKBRIDGE
STONEHAM
STOUGHTON
STOW
STURBRIDGE
SUDBURY
SUNDERLAND
SUTTON
SWAMPSCOTT
SWANSEA
TAUNTON
TEMPLETON
TEWKSBURY
TISBURY
TOLLAND

7061-0008  
Chapter 70

486,364
6,918,199

386,762
16,165

0
0
0
0

6,414,276
0
0

1,881,329
1,942,431

237,151
1,480,397
1,976,092
2,252,629

0
0

108,571 
2,166,595 
3,277,314 

213,104 
1,093,353 

14,010,101 
4,333,777 

826,037 
342,497

10,115,181 
0

85,695
124,389,498

0
0

1,174,534
6,137,768

0
726,643
751,680
434,181

1,876,162
860,904

3,430,542
21,788,739

0
7,067,1 75 

71,760 
0

0 6 1 1 - 5 5 0 0
Additional
Assistance

0
496,221

0
0

143,746
0
0
0

4,151,021
0
0

111,247
2,245,040

17,367
1,101,119

0
78,642
15,023

0
26,364

233,500
376,077

0
0

20,410,649
25,437

0
0
0
0
0

2,302,181
0
0

2,553,177
129,781

8,776
0

807,321
0
0

443,359
0
0
0
0
0

1 2,41 3

Lottery
Distribution

228,216 
1,407,050 

239,278 
1,778 

233,950 
73,695 

123,544 
444,335 

2,213,611 
355,682 

18,644 
337,439 

1,282,759 
59,098 

872,971 
730,997 
780,538 
127,298 
162,115 
128,731 
536,877 

1,357,681 
70,813 

794,673 
7,403,698 
1,472,753 

324,257 
246,417 

1,939,207
663.079 

1,208,372
17,778,550

372,900
66,789

1,255,422
1,932,696

231.455
374.455 
546,393 
253,143
431.079 
572,204

1,176,923 
5,393,438 

693,871 
1,687,261 

59,458 
2,990
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Outside Sections

MUNICIPALITY

7061-0008  
Chapter 70

0611-5500
Additional

Assistance
Lottery

Distribution

TOPSFIELD 1 50,1 59 318,725 244,690
TOWNSEND 0 0 603,720
TRURO 31,700 0 16,654
TYNGSBOROUGH 2,552,718 0 429,597
TYRINGHAM 4,500 0 8,41 1
UPTON 0 0 295,385
UXBRIDGE 3,459,760 0 794,064
WAKEFIELD 2,395,468 1,809,635 1,405,284
WALES 470,587 0 123,539
WALPOLE 2,739,952 1,112,115 1,063,328
WALTHAM 3,500,276 6,869,270 3,228,455
WARE 4,246,789 19,199 953,697
WAREHAM 6,510,064 0 1,221,006
WARREN 0 0 401,203
WARWICK 0 36,354 41,417
WASHINGTON 0 29,889 39,652
WATERTOWN 1,125,862 5,571,1 14 1,823,399
WAYLAND 998,924 352,813 427,084
WEBSTER 5,480,070 78,026 1,323,069
WELLESLEY 1,240,719 121,858 836,640
WELLFLEET 38,365 0 34,436
WENDELL 0 32,131 64,910
WENHAM 0 175,913 177,900
WEST BOYLSTON 795,71 1 85,259 375,945
WEST BRIDGEWATER 1,246,575 59,41 1 391,286
WEST BROOKFIELD 0 0 249,207
WEST NEWBURY 0 0 165,029
WEST SPRINGFIELD 6,972,546 0 1,878,407
WEST STOCKBRIDGE 0 0 64,395
WEST TISBURY 0 229,569 14,336
WESTBOROUGH 1,050,087 182,536 568,131
WESTFIELD 17,295,447 0 3,459,420
WESTFORD 1,879,019 1,126,887 745,969
WESTHAMPTON 1 54,51 1 0 73,61 3
WESTMINSTER 0 0 313,873
WESTON 404,083 0 252,942
WESTPORT 2,072,109 0 816,614
WESTWOOD 887,052 45,632 432,421
WEYMOUTH 13,144,100 3,050,391 4,382,182
WHATELY 36,658 0 75,067
WHITMAN 0 0 1,259,402
WILBRAHAM 0 0 729,304
WILLIAMSBURG 243,595 0 184,817
WILLIAMSTOWN 672,010 0 608,846
WILMINGTON 1,528,654 1,578,564 771,284
WINCHENDON 5,425,664 31,919 847,323
WINCHESTER 1,513,510 433,387 788,510
WINDSOR 0 35,260 31,71 9
WINTHROP 2,917,079 2,878,558 1,548,028
WOBURN 2,116,380 4,513,710 1,852,320
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MUNICIPALITY

7061-0008  
Chapter 70

0611-5500
Additional
Assistance

WORCESTER
WORTHINGTON
WRENTHAM
YARMOUTH

77,709,612
0

1,926,566
0

14,860,192
0
0
0

Total Municipal Aid 1,467 ,308 ,898  476,315,282

Lottery
Distribution

16,741,629
58,612

564,185
605,009

430,600,000



Outside Sections

REGIONAL SCHOOL DISTRICT

LAWRENCE VOCATIONAL 
NORTHAMPTON SMITH 
WORCESTER TRADE 
CHESTERFIELD GOSHEN 
ACTON BOXBOROUGH 
ADAMS CHESHIRE 
AMHERST PELHAM 
ASHBURNHAM WESTMINSTER 
ATHOL ROYALSTON 
BERKSHIRE HILLS 
BERLIN BOYLSTON 
BLACKSTONE VALLEY 
BLUE HILLS
BRIDGEWATER RAYNHAM 
BUCKLAND SHELBURNE 
CENTRAL BERKSHIRE 
CONCORD CARLISLE 
DENNIS YARMOUTH 
DIGHTON REHOBOTH 
DOVER SHERBORN 
ASHFIELD PLAINFIELD 
FREETOWN LAKEVILLE 
FRONTIER 
GATEWAY
GREATER FALL RIVER
GREATER LAWRENCE
HAMILTON WENHAM
HAMPDEN WILBRAHAM
HAMPSHIRE
HAWLEMONT
KING PHILIP
LINCOLN SUDBURY
RALPH C MAHAR
MARTHAS VINEYARD
MASCONOMET
MENDON UPTON
MOHAWK TRAIL
MONTACHUSETT
MOUNT GREYLOCK
NARRAGANSETT
NASHOBA
NASHOBA VALLEY
NORTH MIDDLESEX
NORTHBORO SOUTHBORO
NORTHEAST METROPOLITAN
NORTHERN BERKSHIRE
OLD ROCHESTER
PENTUCKET
PIONEER

7061-0008  
Chapter 70

0
741,667 

6,964,504 
341,624 

1,897,342 
6 ,827,140 
5,395,132 
6,008,056 

10,423,246 
2,257,81 5 

642,284 
3,752,375 
3,089,61 5 

13,176,088 
0

5,280,430
1,061,358
4,357,629
6,937,870

769,170
0

4,041,366 
784,1 57 

4,947,628
7.01 1,103 
9,351,429 
2,095,798 
6,250,777 
1,353,405

418,264 
3,243,636 
1,321,127
2.657.446 

510,71 5
1,613,269
2,897,903
4,463,467
5,089,666
1,556,130
5.047.1 1 5 
4,21 5,265 
1,778,109

12,872,817
1,088,194
4.256.447 
2 ,218,664 
1,124,514 
6,778,917 
2,506,641
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REGIONAL SCHOOL DISTRICT
7061-0008  
Chapter 70

PLYMOUTH CARVER
QUABBIN
QUABOAG
SHAWSHEEN VALLEY 
SILVER LAKE 
SOUTH SHORE 
SOUTHEASTERN 
SOUTHERN BERKSHIRE 
SPENCER EAST BROOKFIELD 
TANTASQUA 
UPPER CAPE COD 
WACHUSETT 
WHITMAN HANSON 
SOUTHERN WORCESTER 
TRITON
GILL MONTAGUE 
BLACKSTONE MILLVILLE 
SOUTHWICK TOLLAND 
GREATER LOWELL 
ASSABET VALLEY 
BRISTOL PLYMOUTH 
GROTON DUNSTABLE 
PATHFINDER 
WHITTIER 
NAUSET
SOUTH MIDDLESEX 
CAPE COD 
DUDLEY CHARLTON 
MINUTEMAN 
FRANKLIN COUNTY 
NORTH SHORE 
OLD COLONY 
TRI COUNTY 
GREATER NEW BEDFORD 
NEW SALEM WENDELL 
FARMINGTON RIVER 
UPISLAND 
BRISTOL COUNTY 
ESSEX COUNTY 
NORFOLK COUNTY

0
8,358,726
5,484,581
2,942,597
6,995,048
1,445,885
6,797,015
1,364,185
9,447,668
3,341,472
1.250.462 

12,505,198 
14,158,192

4,028,827 
5,709,524 
4,683,153 
6,413,976 
5,207,050 

1 1,942,277
2.573.463 
3,688,574 
3,299,066 
1,750,229 
4,289,487 
1,391,261 
2,147,422 
1,570,931

10,509,296 
2,1 15,628 
1,719,240 
1,180,121 
1,896,188 
2,254,010 

1 1,226,191 
580,457 
218,163 
260,946 

1,206,978 
3,222,965 

600,877

Total Regional Aid
351,194,643
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Lo ca l A id  - Use o f  1992 C en su s

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 officia l 

responsible for a local reimbursement or assistance program reported by said 

commissioner pursuant to  section tw en ty -five  A of chapter fifty -e ig h t of the 

General Laws shall use the nineteen hundred and n inety-tw o c ity  and tow n 

population estimates of the United States Bureau of the Census in calculating 

distributions or assessments under said local reimbursement or assistance 

programs. Such d istribution programs shall include, but not be lim ited to, the 

chapter seventy school aid program and regional public libraries. Such 

assessments shall include but not be limited to air pollution control d istricts; 

the m etropolitan 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 enty-five  A.

A d va n ce  Lo ca l A id  Paym ents

SECTION 5. The state treasurer shall make advance payments for some 

or all of periodic local reimbursement or assistance programs to any city, 

tow n, or regional school d is tric t 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 Distribution

SECTION 6. N otw ithstanding the provisions of sections thirty-one of 

chapter eighty-one of the General Laws or any other general or special law to 

the contrary, the portion of the H ighway Fund allocated fo r 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 6005-0017 

of this act, shall be distributed in fiscal year nineteen hundred and ninety-six
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proportional to  the fiscal year nineteen hundred and ninety-five distribution of 

said H ighw ay Fund reimbursements.

A ffirm ative  A ctio n  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 opportunity for members of minority groups, 

wom en, and handicapped persons. All officia ls and employees of any agency, 

board, or division of the com m onwealth receiving monies under this act shall 

take a ffirm ative  steps to ensure equality of opportunity in the internal affairs 

of state governm ent, as well as in their relations w ith  the public, including 

those persons and organizations doing business w ith  the commonwealth.

Each agency, board, or division, in spending appropriated sums and 

discharging its s ta tu to ry  responsibilities, shall adopt measures to ensure 

equal opportun ity  in the areas of hiring, promotion, demotion or transfer, 

recru itm ent, layo ff or term ination, rates of compensation, in-service or 

apprenticeship tra ining programs, and all term s and conditions of 

em ploym ent. Such affirm ative action program shall include efforts required to 

remedy the e ffects  of present and past discrim inatory patterns and practices 

and any action necessary to guarantee equal opportunity for members of 

m inority groups, wom en, and handicapped persons.
The secretary of adm inistration and finance shall conduct an ongoing 

review  of a ffirm ative  action steps taken by various agencies, boards, or 

divisions, to  determ ine whether such agencies are complying w ith  the intent 

of this section. W henever such noncompliance is determined by the 

secretary, he shall hold a public hearing on the m atter and report his resulting 

recom m endations to the head of the particular agency, board or division, to 

the governor, and to  the M assachusetts commission against discrimination.

Transfers Betw een Debt Se rv ice  A cco u n ts

SECTION 8. 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
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June th irtie th , nineteen hundred and ninety-six, to those of the fo llow ing 

items which would otherw ise have insuffic ient amounts to meet debt service 

paym ents for the fiscal year ending June th irtie th , nineteen hundred and 

ninety-six; provided, however, tha t each amount transferred shall be charged 

to such funds as specified in the item to w hich said amount is transferred: 

0699-0090 , 0699-0100 , 0699-1901 , 0699-1902 , 0699 -1903 , 0699-3901 , 

0699-3902 , 0699-3903 , 0699-6800 , 0699-6801 , 0699 -6900 , 0699 -8300 , 

0 6 9 9 -8 3 0 1 ,0 6 9 9 -8 3 0 2 , 0699-9100 , 0699-9200 .

Authorization for Debt Se rv ice  Paym ents

SECTION 9. N otw ithstanding the provisions of any general or special law 

to the contrary, the state treasurer is hereby authorized to pay for items 

authorized under section th irty-e igh t C of chapter tw enty-n ine  of the General 

Laws from items 0699 -1901 , 0699 -1902 , 0699-1903 , 0699-3901 , 

0699-3902 , 0699 -3903 , 0699 -3910 , 0699-6800 , 0699-6900 , 0699 -8300 , 

and 0699-9100 ; provided, tha t such payments pertain to the bonds, notes, 

or other obligations authorized to be paid from  each item.

G/C Leave o f  A b se n ce  Chargeback A utho rity

SECTION 10. N otw 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 all agencies for the com m onw ealth 's share 

of the health insurance costs incurred on behalf of any employees of tha t 

agency who are on leave of absence fo r a period of more than one year and 

to notify  the com ptroller of such charges and such leaves of absence. The 

comptroller is hereby authorized and directed to transfer said amounts to the 

General Fund.

D C P O  R e co very  o f O verhead C o sts

SECTION 11. The commissioner of the division of capital planning and 

operations is hereby authorized and directed to develop a project accounting 

system for all pool accounts, including, but not limited to, asbestos,
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handicapped access, dem olition, fire protection improvement, environmental 

hazards, air pollu tion, energy, preventive maintenance, waste water 

trea tm en t, and tox ic  waste clean up. Said project accounting system shall 

be utilized to  assess charges fo r all project related costs including, but not 

lim ited to , adm inistrative overhead. The commissioner may, in accordance 

w ith  schedules approved by the secretary of administration and finance, 

em ploy or reassign employees of the division to said project as may be 

required; provided, tha t the salaries and administrative expenses shall be 

charged to  the accounts funding the project. Said charges shall not exceed 

seven percent of the fo llow ing  appropriation accounts: 1 102-7881,

1 102 -7882 , 1 102-7885 , 1 102-7886, 1 102-7887, 1 102-7890, 1102-7893,

1 102 -7894 , 1 102-7895 , 1 102-7896, 1 102-7897, 1 102-8801, 1102-8819,

1 102 -8847 , 1 102-8869 , 1 102-8880, 1 102-8890, 1102-8891, 1102-8892,

1 102-8893 , 1 102-8895, 1 102-8897, 1 102-8899 and 1 102-9802.

D C P O  A s b e s to s  C o st  R e co very  Expendable Trust

SECTION 12. There is hereby established on the books of the 

com m onw ealth  a separate fund known as the Asbestos Cost Recovery Fund. 

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

all sums awarded or received by the com m onwealth, after the payment of 

fees and expenses, as a result of settlem ent, trial or judgm ent from Suffolk 

Superior Court No. 9 0 -3 7 9 1 -A, Com m onwealth 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 onw ealth  on account of the bankruptcy of any m anufacturer, seller, or 

d is tribu tor of asbestos containing materials in buildings owned or operated by 

the com m onw ealth, shall be segregated and deemed to be held in such fund. 

The division of capital planning and operations 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. Any funds deposited
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in said fund shall not revert to the General Fund, but shall remain available for 

the purposes provided herein. Any funds deposited as described above may 

be expended by the division of capital planning and operations w ithou t 

further appropriation consistent w ith  the purposes of this section.

Firefighting A ca d e m y Chargeback A utho rity

SECTION 13. Section 165A of chapter 6 of the General Laws, as appearing 

in the 1992 O fficial Edition, is hereby amended by inserting at the end 

thereof the fo llow ing sentence:

Said trus t fund may also be used to collect funds intended as 

compensation for services rendered by said academy, including, but not 

limited to , costs for adm inistration, personnel, overtime, and fringe benefits 

from  any governmental unit, public or private agency, institu tion, person, 

firm , or corporation.

O ffice  o f  R efugees and Im m igrants A u th o rity  for Welfare M atters

SECTION 14. Clause (h) of section 207 of chapter 6 of the General Laws, 

as appearing in the 1992 O fficial Edition, is hereby amended by striking out 

in lines 20 to 22 the words:- provided, however, tha t no responsibility of the 

departm ent of public welfare under chapter 1 18 or chapter 1 18E of the 

General Laws shall be transferred to the office.

Revenue A d v iso ry  Board Repeal

SECTION 15. Section th irty-seven A of chapter seven of the General Laws 

is hereby repealed.

D C P O  Reim bursem ent for Project M anagem ent S e rv ice s

SECTION 16. The third sentence of the eighth paragraph of section 42J of 

chapter 7 of the General Laws, as appearing in the 1992 O fficia l Edition, is 

hereby amended by inserting after the word "overhead," in line 52, the
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fo llow ing  w ords:- ,and the commissioner may retain and expend any funds 

paid to  so reimburse the o ffice  w ithou t further appropriation.

M otor Vehicle Em issio n s Inspection  Com pliance Trust Fund

SECTION 17. Section 60 of chapter 10 of the General Laws, as amended 

by chapter 490  of the acts of 1993, is hereby further amended by striking 

out the w ords "nineteen hundred and n inety-six" in the fourth sentence and 

inserting in place thereof the fo llow ing  words:- nineteen hundred and 

n inety-eight.

D istrict A tto rn e y s ' Sa lary

SECTION 18. Chapter 12 of the General Laws, as appearing in the 1992 

O fficia l Edition, is hereby amended by striking out section 15 and inserting in 

place thereof the fo llow ing  section:-
Section 15. D istrict attorneys shall devote their full time during 

ordinary business hours to their duties, shall neither directly nor indirectly 

engage in the practice of law, and shall receive from  the commonwealth a 

salary equal to  the salary of the associate justices of the several departments 

of the tria l court, as such salary may from  time to  tim e be established 

pursuant to  chapter tw o  hundred and eleven B.

State Po lice Overtim e A c co u n t

SECTION 19. N otw ithstanding section tw e n ty  D of chapter tw elve of the 

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

Massachusetts d is tric t a tto rney 's  association is authorized to  administer a 

reserve account for the d istribution of overtim e pay for state police officers 

as the Massachusetts d is tric t a tto rney 's  association in its discretion 

determines such d istribution to  be necessary and appropriate.
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Education: Professional D evelopm ent Centers

SECTION 20. Chapter 1 5A of the General Laws, is hereby amended by 

inserting the fo llow ing section:-

Section 3B. The secretary shall establish, subject to appropriation, 

the fo llow ing professional development centers w ith in  the com m onwealth, all 

of which implement recent developments in technology:

(a) professional development centers fo r the advancement of teaching, 

which shall provide programs for im plem entation of individual, school and 

school d is tric t professional development plans. These centers may be 

located at institu tions of higher learning and may be offered in conjunction 

w ith  existing professional development centers or w ith  said institu tions of 

higher learning. The facu lty  of said centers shall be augmented by an adjunct 

facu lty composed of distinguished educators selected by the board of 

education from school d istricts in the com m onwealth;

(b) an educational leadership center, which shall provide training to 

superintendents, principals, and other supervisory or management personnel. 

Such training shall include, but not be lim ited to, training in personnel 

evaluation methods, school management skills, curriculum innovations and 

development, and im plem entation of professional development programs; and

(c) a center for school governance and parental involvement, which 

shall provide assistance to and programs fo r school com m ittee members, 

school council members, and parents, guardians, or persons acting as parents 

to enhance their involvem ent w ith  their child 's education from  early childhood 

through the secondary level.

The directors of each center shall make an annual report to the 

secretary, the commissioner, the chancellor, and the board of education 

detailing (1) the classes, programs, seminars and workshops planned for the 

next school year; (2 ) the relationship of said classes, programs, seminars and 

workshops to the achievement of the statew ide goals established by the 

advisory com m ittee on educational policy; and (3) the relationship of said 

classes, programs, seminars and workshops to the achievement of the 

individual, school, school d istrict, and statew ide professional development 

plans.

The secretary, in consultation w ith  the commissioner and the 

chancellor, shall issue a request for proposals for each center. Preference in
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awarding the centers shall be granted to  proposals from  m ulti-district 

collaborations. The centers fo r the advancement of teaching shall be partially 

funded by membership subscriptions from  school d istricts which shall offset 

the cost of at least tw en ty -five  percent of each center's program.

Graduate Education Funding

SECTION 21. Chapter 1 5A of the General Laws is hereby amended by 

striking out section 26 and inserting in place thereof the fo llow ing section:- 

Section 26. Each public institu tion  of higher education may conduct 

summer sessions; provided, tha t such sessions, other than those offering 

graduate education at the state colleges and the university, are operated at 

no expense to the com m onwealth. Each public institu tion of higher 

education may conduct evening classes; provided, tha t such classes, other 

than those in graduate education at the state colleges and the university, are 

offered at no expense to the com m onwealth. All student charges for 

graduate classes and programs shall be retained on campus in the revolving 

funds established pursuant to  section tw e n ty -tw o  (b) of this chapter for state 

colleges and section one A of chapter seventy-five for the university.

DM A and D T A  Subrogation in Cla im s A g a in st Third Parties /

SECTION 22. Chapter 18 of the General Laws is hereby further amended 

by striking out said section 5G, as m ost recently amended by sections 6 

through 9 inclusive of chapter 161 of the acts of 1993, and inserting in place 

thereof the fo llow ing section: -

Section 5G. In this section, the word "cla im ant" shall mean any 

person who suffers any loss from  property damage, accident, illness, injury 

or otherwise for which monies may be provided by liability insurance, 

workers' compensation, or any other third party; the words "th ird  party 

shall mean any individual, agency, program, en tity  or insurer, including but 

not limited to the cla im ant's own insurer, tha t is or may be liable to pay 

monies on account of the cla im ant's loss; and the words "date of loss shall 

mean the date on which the property damage, accident, illness, injury, or 

other incident occurs.
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When any claim ant receives payment from  a liab ility or w orkers ' 

compensation insurer or any other third party, the claim ant shall repay to the 

departm ent and the division of medical assistance the tota l of all public 

assistance benefits, both financial and medical, provided by said agencies on 

or after the date of the loss to or on behalf of the claimant, the cla im ant's 

spouse or children, and any other individual the claim ant is required by law to 

support. If, however, on the date of the loss the claim ant was already 

eligible fo r medical assistance benefits, the claim ant shall repay only medical 

assistance required and any increase in financial assistance tha t occurred as 

a result of the accident, illness, injury, or other incident.

The application for and receipt of benefits recoverable under this 

section shall, after notice to the third party, operate as a lien to secure 

repayment against monies w hich may be provided by said third party up to 

the amount of such benefits. N otw ithstanding the foregoing, the department 

and the division of medical assistance may also perfect their right to  a lien 

against any monies w hich may come into possession of the cla im ant's 

attorney by giving notice to  said attorney.

If the monies available fo r repayment are insuffic ient to satisfy in full 

any com peting claims of both the departm ent and the division of medical 

assistance, the departm ent and the division shall each be entitled to its 

respective pro rata share of such monies as are available.

Any person receiving public assistance benefits recoverable under this 

section shall assign to the com m onwealth an amount equal to  the benefits so 

provided from  the proceeds of any such claim against the third party.

A claim ant shall w ith in  ten calendar days notify  the departm ent in 

w riting upon com m encem ent of a civil action or other proceeding to establish 

the liability of any third party or to collect monies payable under accident, 

liability, or health insurance, w orkers ' compensation, or from  any other third 

party or source.

The com m onwealth shall be subrogated to  a cla im ant's entire cause of 

action or right to proceed against any third party and to a cla im ant's claim for 

monies to the extent of assistance provided under chapters one hundred and 

seventeen, one hundred and eighteen, or one hundred and eighteen E. The 

departm ent, w ith  the consent of the attorney general, may, by attorneys 

employed or selected by it, commence a civil action or other proceeding on 

behalf of the com m onwealth to establish the liability of any third party or to
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collect such monies if a claim ant does not commence such a civil action or 

other proceeding w ith in  six months after the date of the loss.

Failure of a claimant to provide notice as required under this section 

and such further inform ation deemed necessary by the department to pursue 

its rights under this section shall be grounds for term ination of benefits.

Consolidation o f DEM  Forestry, Fire, and Shade Tree Units I

SECTION 23. Section 4B of chapter 21 of the General Laws, as appearing 

in the 1992 Official Edition, is amended by striking the firs t sentence and 

substituting the fo llow ing sentence:- W ith in the division of forests and parks, 

there shall be a bureau of forestry  in charge of a chief forester and a bureau 

of recreation in charge of a chief of recreation.

Consolidation o f DEM  Forestry, Fire, and Shade Tree Units H

SECTION 24. Sections four C and four D of chapter tw enty-one of the 

General Laws are hereby repealed.

Consolidation o f D EM  Forestry, Fire, and Shade Tree Units Hi

SECTION 25. Said chapter 21 is hereby amended by striking section 4F 

and inserting in place thereof the fo llow ing  section: -
Section 4F. The bureau of forestry  shall, under the supervision 

of the director, w ith  the commissioner, perform duties concerning 

management, restoration, and development of forests or wooded areas under 

the control of the department, improving the wooded areas and ensuring the 

production of income in perpetuity.

In addition to such other duties as may be invested in it by law or by 

assignment from the director w ith  the approval of the commissioner, the 

bureau shall also be responsible for fire control, shade tree management, 

arboreal cultural service, and insect suppression activ ities on state property, 

and shall provide technical, consulting, and financial assistance to cities and 

tow ns for maintenance, care, and management of their public shade trees 

and for the suppression of public nuisances as defined in section eleven of
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chapter one hundred and th irty -tw o . Subject to  the approval of the director, 

notw ithstand ing  any provisions of general or special law to the contrary, the 

bureau may require all tree spraying or other treatm ent performed by other 

departm ents, agencies, or political subdivisions of the com m onwealth to  be 

carried out under its d irection. The bureau may promulgate rules and 

regulations to carry out its duties and powers. It shall assume the 

responsibilities of section one A of chapter one hundred and th irty -tw o  and 

shall be responsible for such other duties as are not otherw ise vested in the 

division of forestry.

Sa fe  Drinking W ater A c t  F u n d  - C o rrect Reference

SECTION 26. Subsection (c) of section 1 8A of chapter 21A of the General 

Laws, as added by section 70 of chapter 110 of the acts of 1993 and 

amended by section 10 of chapter 1 51 of the acts of 1 993, is hereby further 

amended by striking the words "Environmental Permitting and Compliance 

Assurance Fund established pursuant to  section tw o  P" and inserting in place 

thereof the fo llow ing  w ords:- Safe Drinking W ater A ct Fund established 

pursuant to  section tw o  P1/2.

Sa fe  D rinking W ater A c t  Fu n d  - Establish  Fund

SECTION 27. Chapter 29 of the General Laws is hereby amended by 

inserting a fter section 2P the fo llow ing  new section:-

Section 2P1/2. There shall be established and set up on the books of 

the com m onw ealth a separate fund to  be known as the Safe Drinking W ater 

A c t Fund. There shall be credited to such fund any amounts collected 

pursuant to  section eighteen A of chapter tw enty-one  A and any income 

derived from  the investm ent of amounts credited to  such fund. Am ounts 

credited to such fund shall be used, subject to appropriation, fo r the purposes 

set fo rth  in section eighteen A of chapter tw enty-one A, including the 

paym ent of personnel fringe benefit costs pursuant to section five  D of 

chapter tw enty-n ine .

1-61



The Governor's Budget Recommendation Fiscal Year 1996

Centralized M anagem ent o f T E LP  Paym ents

SECTION 28. Chapter 29 of the General Laws, as appearing in the 1992 

Official Edition, is hereby amended by inserting after section 5F the following 

new section:-
Section 5G. A t the beginning of each fiscal year, the commissioner of 

administration is authorized and directed to determine the amount of payment 

obligations owed by departments of the com m onwealth pursuant to tax 

exempt lease purchase, TELP so-called, agreements. The comptroller is 

authorized and directed to transfer amounts equivalent to such payment 

obligations from department appropriations into a central account 

administered by the com ptroller, for the purpose of establishing a 

consolidated fund from w hich to  make single payments to TELP vendors or 

financing institutions. The commissioner of adm inistration and the 

comptroller may establish such rules and system s as deemed necessary and 

appropriate to carry out the provisions of this section.

Lim itation o f  A c co u n ts  Payable Period to Tw o M onths

SECTION 29. Section 13 of Chapter 29 of the General Laws, as appearing 

in the 1992 Official Edition, is hereby amended by striking out the first 

paragraph and inserting in place thereof the fo llow ing paragraph:-

That portion of an appropriation for ordinary maintenance representing 

encumbrances outstanding on the records of the com ptro ller's  office at the 

close of the fiscal year may be applied to the paym ent thereof in the tw o  

months immediately succeeding such fiscal year.

Paym ents A fte r  A c co u n ts  Payable Period

SECTION 30. Chapter 29 of the General Laws, as appearing in the 1992 

Official Edition, is hereby amended by inserting after section 13 the following 

new section:

Section 13A. When the com ptroller determines tha t funds should be 

held for payment on encumbrances tha t cannot be paid before the end of the 

accounts payable period, the com ptroller may transfer funds, in amounts
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determined by encumbrances, into an account managed by the com ptroller. 

Payments shall be based on such encumbrances, fo llow ing submission by 

departm ents to  the com ptroller of authorized and properly completed 

paym ent vouchers. If payment is not made w ith in  tw e lve  months after the 

funds have been transferred, the funds shall revert to the General Fund.

W ardens as D O C  Facility  H eads  /

SECTION 32. The General Laws are hereby amended by striking the word 

"superintendent" wherever it appears in section 6 of chapter 46, section 20 

of chapter 111, sections 1 , 2 , 5 ,  7, 9 , 1 3 , 1 4 ,  and 1 5 of chapter 1 25, 

sections 2, 16, 28, 32, 33, 36, 36A, 36B, 37, 38C, 39, 40, 48A , 49, 49A, 

51, 6 6 , 67, 69, 72, 73, 8 8 , 89, 90A, 96A, 96B, 129D, 133, 146, 149A,

1 51J , 162, and 162A of chapter 127, section 26 of chapter 268, and 

sections 4, 57, 58, 59, 60 62, 65, and 67 of chapter 279 and inserting in 

place thereof the w ord:- warden.

Tax R e lie f for Retired Veterans

SECTION 33. Subparagraph (E) of paragraph (2) of subsection (a) of 

section 2 of chapter 62, as appearing in the 1992 O fficial Edition, is hereby 

amended by inserting, in line 53, after the word "con tribu ted", the follow ing 

words:- , or any income received from  the United States government as 

m ilitary retirem ent compensation, to  the extent included in federal gross 

income, regardless of whether the recipient contributed to the m ilitary 

retirement system.

Tax R e lie f for Sing le B lind Persons

SECTION 34. Clause (B) of subparagraph (1) of paragraph (b) of subsection 

B of section 3 of said chapter 62, as so appearing, is hereby amended by 

striking out, in line 90, the words "tw o  thousand tw o  hundred" and inserting 

in place thereof the fo llow ing words:- tw o  thousand seven hundred.
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A P R  Investm ent Tax R e lie f I

SECTION 35. Paragraph (2) of subsection (a) of section 2 of said chapter 

62, as most recently amended by sections 19 and 20 of chapter 495 of the 

acts of 1993, is hereby further amended by adding the fo llow ing new 

subparagraph:-

(K) Am ounts received from  the sale of agricultural preservation 

restrictions pursuant to chapter one hundred and eighty-four, to the extent 

the taxpayer elects, in accordance w ith  regulations to  be promulgated by the 

commissioner, to invest, w ith in  three years of the close of the taxable year 

when such amounts are received, in capital improvements or equipment used 

solely for the purposes of agricultural activ ities as defined in said chapter one 

hundred and eighty-four.

Tax R e lie f for Sing le  Elderly Persons

SECTION 36. Clause (C) of subparagraph (1) of paragraph (b) of subsection 

B of section 3 of said chapter 62, as appearing in the 1992 Official Edition, is 

hereby amended by striking out, in line 92, the words "seven hundred" and 

inserting in place thereof the fo llow ing words:- one thousand tw o  hundred.

Tax R e lie f for M arried B lind Persons

SECTION 37. Clause (B) of subparagraph (2) of paragraph (b) of subsection 

B of section 3 of said chapter 62, as so appearing, is hereby amended by 

striking out, in line 97, the words "tw o  thousand tw o  hundred" and inserting 

in place thereof the follow ing words:- tw o  thousand seven hundred.

Tax R e lie f for M arried Elderly Persons

SECTION 38. Clause (C) of subparagraph (2) of paragraph (b) of subsection 

B of section 3 of said chapter 62, as so appearing, is hereby amended by 

striking out, in line 100 , the words "seven hundred" and inserting in place 

thereof the follow ing words:- one thousand tw o  hundred.
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Tax R e lie f for Persons with Dependents

SECTION 39. Subparagraph (3) of paragraph (b) of subsection B of section 

3 of said chapter 62, as so appearing, is hereby amended by striking out, in 

line 103, the words "one thousand" and inserting in place thereof the 

fo llow ing words:- one thousand five hundred.

A P R  Investm ent Tax R e lie f II

SECTION 40. Paragraph (2) of subsection (b) of section 6 F of chapter 62 

of the General Laws, as appearing in the 1 992 O fficial Edition, is hereby 

amended by adding the fo llow ing new subparagraph:-

(D) N otw ithstanding subparagraphs (A), (B), and (C), property 

acquired pursuant to subparagraph (K) of paragraph (2) of subsection (2) of 

section tw o  shall have an initial basis computed w ithou t inclusion of 

amounts received from  the sale of agricultural preservation restrictions to the 

extent said amounts were excluded from  income in accordance w ith  

subparagraph (K).

Perm anent Investm ent Tax Credit

SECTION 41. Section 31 A of chapter 63 of the General Laws, as most 

recently amended by section 85 of chapter 60 of the acts of 1994, is hereby 

further amended by striking out paragraph (I) and inserting in place thereof 

the fo llow ing paragraph:- (I) The provisions of paragraphs (i) and (j) shall be 

available for taxable years ending on or after December th irty -firs t, nineteen 

hundred and ninety-three.

Harbor M aintenance Tax Credit

SECTION 42. Chapter 63 of the General Laws, as appearing in the 1992 

Official Edition, is amended by adding the fo llow ing section:-

Section 38P. (a) Any im porter or exporter subject to the excise under 

section th irty -tw o  or th irty-n ine shall be allowed a nonrefundable credit
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against such excise in the amount of the harbor maintenance tax paid by the 

importer or exporter during the taxable year under Code section 4461, 

provided that the amount of the credit shall be lim ited to tha t amount of the 

tax paid under Code section 4461 tha t is attributable to  the use by the 

importer or exporter of a port in M assachusetts for the im port or export of 

commercial cargo in containers.

(b) The f if ty  percent lim itation of section th irty -tw o  C shall not apply 

to the credit allowed under this section. However, the credit allowed under 

this section shall not reduce the excise of a taxpayer in any taxable year to 

less than the amount due under subsection (b) of section th irty -tw o  or 

subsection (b) of section th irty-n ine and under any act in addition thereto.

(c) Any im porter or exporter subject to the excise under section 

th irty -tw o  or thirty-nine in a taxable year and entitled to a credit under this 

section may carry over and apply any unused portion of the credit, as 

reduced from year to year, to tha t taxpayer's excise due under section 

th irty -tw o  or thirty-n ine in any one or more of the succeeding five taxable 

years.

(d) For purposes of this section, a container shall mean a container 

as defined in 46 USC 1501(c).

Jo b  Training Tax Credit

SECTION 43. Chapter 63 of the General Laws is hereby amended by 

inserting after section 38P, as added by section 42 of this act, the following 
section:

Section 38Q. When used in this section, the fo llow ing terms shall 
have the follow ing meanings:-

"A llowable cost of tra in ing," the actual costs to a corporation of 

providing approved training to an employee of the corporation. For approved 

training delivered by the corporation itself, such costs shall be limited to the 

wages and benefits of instructors, consultant fees, equipment costs, and 

costs of materials and supplies to the extent that the foregoing are dedicated 

to providing training and pro-rated on a per employee basis, but excluding 

costs of facilities, travel, wages and benefits of employees receiving training, 

and wages and benefits of adm inistrative or managerial personnel other than 

those overseeing training on a full-tim e basis. For approved training delivered
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by a th ird -party  vendor or institu tion, such costs shall be lim ited to the 

charges and fees of said th ird-party vendor or institu tion  paid by the 

corporation attributable to the employee and shall exclude, w ith o u t lim itation, 

costs of travel and of wages and benefits of employees receiving training.

"Approved tra in ing," training to enhance the work-related skills and 

capabilities of an employee provided tha t such training (i) includes not less 

than th irty  hours of instruction fo r the employees and (ii) is delivered as part 

of a program approved fo r the purposes of this section by a regional 

em ploym ent board w ith  jurisdiction over the region w ith in  w hich the 

employee to  be trained is employed or by a regional em ploym ent board w ith  

jurisdiction over the region w ith in  w hich the training program is to  be carried 

out in accordance w ith  guidelines issued by the departm ent of employment 

and training.

"Average number of qualified employees," an average computed by 

dividing the sum of the number of qualified employees of said corporation in 

M assachusetts who are reported to the M assachusetts departm ent of 

revenue fo r each quarter of a given taxable year by four.

"Baseline year," the taxable year fo r w hich the Massachusetts 

corporation employed the greatest average number of qualified employees of 

the three taxable years im mediately preceding the reference year, provided 

tha t in the case of a corporation tha t has had a change in ownership during 

the reference year or during any of the three taxable years immediately 

preceding the reference year, the baseline year shall be determined as 

provided in subparagraph (b)(2), and provided further tha t in the case of a 

new M assachusetts corporation, doing business in the com m onwealth for 

less than three years, the baseline year shall be the taxable year fo r which 

the Massachusetts corporation employed the greatest average number of 

qualified employees of the years during w hich the company was doing 

business in the com m onwealth. If the reference year is the firs t year tha t the 

company was doing business in the com m onwealth then the baseline year 

shall be the year prior to  the reference year and the average number of 

qualified employees during the baseline year shall be zero.

"Qualified em ployee," an individual who (i) is employed by a 

M assachusetts corporation; (ii) works on a full-tim e basis w ith  a normal work 

week of th irty  or more hours, (iii) at the inception of the employment 

relationship described in clause (i) does not have a term ination date w hich is

I - 67



The Governor's Budget Recommendation Fiscal Year 1996

either a date certain or determined w ith  reference to the completion of some 

specified scope of work; and (iv) is eligible to receive employee benefits 

including paid holidays, vacation, sick tim e, unem ploym ent benefits, and a 

minimum of fifty-percent of the cost fo r coverage under an insured group 

health plan or a self-funded employer group health plan including medical, 

surgical and hospital care benefits.

(b) Corporations shall be allowed a credit pursuant to this section for 

the cost of employee training as fo llow s:-

(1) For each employee of a corporation subject to tax under this 

chapter receiving approved training during a taxable year, a credit shall 

be allowed against the excise imposed on said corporation by this 

chapter equal to f if ty  percent of the allowable cost of training incurred 

by said corporation in providing training to said employee, provided 

that the aggregate number of employees fo r whom  the credit is taken 

in any taxable year shall not exceed the number of net new qualified 

employees of said corporation for said taxable year, and provided 

further that the maximum amount of the credit tha t may be claimed 

w ith  respect to any individual employee w ho receives training shall be 

three thousand five hundred dollars. The number of net new qualified 

employees of said corporation fo r the reference year shall be the 

remainder, if any, of

(i) the average number of qualified employees of said 

corporation for the reference year, minus

(ii) the average number of qualified employees of said 

corporation for the baseline year

(2) In the case of a corporation tha t has had a change in 

ownership including the creation of a new subsidiary or corporate 

affiliate of a corporation subject to  tax under this chapter, during the 

reference year or during any of the three taxable years immediately 

preceding the reference year, the number of net new qualified 

employees of said corporation shall be determined as follows:

(i) identify all corporations tha t were created, dissolved, 

merged, acquired, sold, or otherw ise involved in the change 

of ownership;

(ii) determine the average number of qualified employees 

employed by each said corporation in M assachusetts during
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the reference year and during each of the three taxable years 

im m ediately preceding the reference year, provided tha t, if 

the change in ownership occurred during the reference year, 

the average number of qualified employees fo r the reference 

year shall be determined after said change in ownership;

(iii) determine the sum of the average number of qualified 

employees of all said corporations fo r the reference year

and fo r each of the three taxable years im mediately preceding 

the reference year;

(iv) the baseline year shall be the year w ith  the greatest sum 

of the average number of qualified employees of the three 

taxable years im m ediately preceding the reference year;

The number of net new qualified employees shall be the 

remainder, if any, of the sum of the average number of 

qualified employees during the reference year, minus the 

sum of the average number of qualified employees fo r the 

baseline year of all said corporations.

(c) Any M assachusetts corporation entitled to a credit under this 

subsection fo r any taxable year may carry over and apply to  the tax 

fo r any one or more of the next succeeding ten taxable years, the 

portion, as reduced from  year to  year, of those credits tha t exceed 

the tax fo r the taxable year.

(d) Any credit pursuant to  this section shall be subject to the 

fo llow ing  additional conditions:-

(1) The credit allowed by this subsection may not be used to 

reduce the tax liability of a corporation below any minimum excise 

imposed under chapter 63. The credit allowed by this subsection 

shall be applied after any other credit to  w hich the corporation is 

entitled.
(2) For purposes of th is subsection, the commissioner of 

revenue may aggregate the activ ities of all entities, whether or not 

incorporated, under common control as defined in subsection (f)

of section forty-one of the Internal Revenue Code.

(3) The com m issioner of revenue shall promulgate such rules and 

regulations necessary to  im plem ent the provisions of this subsection. 

Such rules and regulations may provide fo r the adjustm ent of prices
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and elim ination of transactions between related taxpayers to ensure 

that all amounts upon which the credit is based reasonably reflect 

fair market value.

In addition, such rules and regulations shall include provisions to 

prevent the generation of multiple credits w ith  respect to the same 

employees.

Tax Exemption for Bulk Telecommunications Services

SECTION 44. Subsection (i) of section 6 of chapter 64H of the General 

Laws, as appearing in the 1992 O fficia l Edition, is hereby amended by 

striking the word "and" in line 146 of said subsection and by inserting the 

follow ing clause at the end of said subsection:-

;and (5) sales of interstate telephone services or other interstate 

telecomm unications services in the form  of "8 0 0  num ber," "900  number," or 

private line services.

Tax Exemption for Pollution Control Equipment

SECTION 45. Paragraph (s) of section 6 of chapter 64H of the General 

Laws, as appearing in the 1992 Official Edition, is hereby amended by 

inserting after the words "sales of m achinery" in line 262 the words:- 

including necessary pollution control machinery.

Student Certificate o f Mastery

SECTION 46. Section 1 D of chapter 69 of the General Laws, as added by 

section 29 of chapter 71 of the acts of 1993, is hereby amended by striking 

sub-paragraph (ii) and inserting in place thereof the fo llow ing subparagraph:- 

(ii) The "certificate  of m astery" shall be based upon a determination 

that the recipient has demonstrated mastery of a comprehensive body of 

skills, competencies, and knowledge comparable to  tha t possessed by 

accomplished graduates of high school or equivalent programs in the most 

advanced education systems in the world. This certifica te  shall signify that 

the holder is prepared for university-level academic w ork in the most
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advanced education systems in the world.

Until such tim e as the board of education has established and fu lly  

implemented a system of assessments w hich includes an assessment for a 

certifica te  of mastery, commencing in fiscal year nineteen hundred and 

n inety-five, criteria for a certifica te  of mastery may be satisfied by a student 

who earns a score of three, or more, on at least tw o  advanced placement 

tests administered by the educational testing service. The advanced 

placement tests must be taken in tw o  d ifferent academic subjects which 

shall be m athem atics, science and technology, h istory and social science, 

English, foreign languages, and the arts. Beginning in fiscal year tw o  

thousand and tw o  and thereafter, the board may supersede the use of 

advanced placement tests upon a dem onstration tha t its assessment program 

for the certifica te  of mastery is as demanding and as easy to  administer as 

the advanced placement examinations. Eligibility for potential receipt of a 

certificate of mastery shall extend to all secondary students residing in the 

com m onwealth.

Education Achievement Grants

SECTION 47. Said section 1D of said chapter 69 is hereby further amended 

by adding at the end thereof the fo llow ing paragraph:-

Subject to appropriation, the commissioner shall award recognition 

grants to schools w hich have succeeded in promoting high achievement by 

students. These grants shall be:

(1) the high achievement grant program for every public secondary 

student who has been awarded a certifica te  of mastery. The grants shall be 

awarded as fo llow s: three hundred dollars to the public high school w hich the 

student attends, one hundred dollars to the public middle school w hich the 

student attended, if any, and one hundred dollars to the public elementary 

school w hich the student attended, if any; and

(2) a drop-out prevention grant for a marked increase in the 

percentage of students w ho are graduating from a public high school 

program.

Funds received under this section shall be deposited w ith  the tow n, 

c ity  or regional treasurer in a separate account for expenditure, w ithou t 

fu rther appropriation, by the school councils established pursuant to section
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fifty-n ine C of chapter seventy-one. The proceeds of the fund shall be used 

at the school building level to establish innovative academic programs; 

expand services to students; purchase instructional equipment; provide 

alternative education programs, cultural education programs, community or 

parental involvement programs, and business and education partnership 

programs; support educational planning and s ta ff training; or for any other 

purposes consistent w ith  the school council's im provem ent plan. Such funds 

shall not be used for current operating costs, supplies, utilities, existing 

building and equipment maintenance, existing s ta ff salaries and wages, or to 

supplant current school costs.

School Funding: Net School Spending

SECTION 48. The definition of "Net school spending" in section 2 of 

chapter 70 of the General Laws, as amended in section 32 of chapter 71 of 

the acts of 1993, is hereby further amended by inserting after the words 

"including teacher salary deferrals" the fo llow ing:-

, retired teacher's health insurance costs as reported in the end of year pupil 

and financial report subm itted pursuant to the provisions of section three of 

chapter seventy-tw o of the General Laws.

Education Funding: Standard o f Effort

SECTION 49. The definition of "Standard of e ffo rt"  in section 2 of chapter 

70 of the General Laws, as most recently amended by section 37 of chapter 

1 51 of the acts of 1 993, is hereby further amended by inserting after the 

words "sum of base aid" the fo llow ing: - , tw e n ty -five  dollars per pupil aid.

Education Funding: Foundation Gap

SECTION 50. Section 2 of 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 the definition of "Foundation gap" and inserting in place thereof the 

follow ing new definition:- "Foundation gap", the positive difference, if any, 

between (i) the foundation budget in any fiscal year and (ii) the sum of base
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aid, school choice reimbursement as defined in section tw e lve  B of chapter 

seventy-six, tw en ty -five  dollars per pupil aid, federal im pact aid, and the 

larger of (1) the prelim inary local contribution for tha t year or (2) the standard 

of e ffo rt for tha t year.

School Funding: Preliminary Local Contribution

SECTION 51. The defin ition of "Preliminary local contribution" in section 2 

of chapter 70 of the General Laws, as most recently amended by section 92 

of chapter 60 of the acts of 1994, is hereby further amended by inserting 

after the words "(2) the gross standard of e ffo rt am ount;" the fo llow ing 

words:- provided, however, tha t the minimum local contribution in any fiscal 

year shall be based on the fiscal year nineteen hundred and ninety-four 

minimum local contribution increased by the municipal revenue grow th  factor 

of each intervening year.

School District Carry-Over

SECTION 52. 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 section:-

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 com m ittee 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, that 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 forw ard amount in a reserve 

account and the amount so reserved shall be exem pt from  the requirement 

tha t it be spent during tha t school year; provided further, tha t in any year in 

w hich additional money is required to be spent due to a spending deficiency
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in the prior year, if a d istrict 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 following 

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 com m ittee, fo r any education related 

project or purpose; and provided further, tha t the board of education shall 

promulgate regulations to enforce the provisions of the section.

Charter School Funding

SECTION 53. Section 89 of chapter 71 of the General Laws, as added by 

section 55 of chapter 71 of the acts of 1993, is hereby amended by striking 

out the last paragraph and inserting in place thereof the follow ing 

paragraph:—

Charter schools shall be funded as fo llow s: If a student attending a 

charter school resides in a d is tric t w ith  a positive foundation gap, as defined 

in section tw o  of chapter seventy, as most recently amended, the 

commonwealth shall pay a tu ition  amount to  the charter school equal to the 

average cost per student in said d istrict. If the student resides in a district 

that does not have a positive foundation gap, as so defined, the 

commonwealth shall pay a tu ition  amount to the charter school equal to the 

lesser of: (1) the average cost per student in said d is tric t; and (2) the average 

cost per student in the d istrict in which the charter school is located. The 

state treasurer is hereby authorized and directed to deduct said charter 

school tuition amount from the tota l education aid, as defined in said chapter 

seventy, of the d istrict in which the student resides prior to the distribution 

of said aid. In the case of a child residing in a m unicipality which belongs to a 

regional school d istrict, the charter school tu ition  amount shall be deducted 

from said chapter seventy education aid of the school d is tric t appropriate to 

the grade level of the child. If, in a single d is tric t, the tota l of all such 

deductions exceeds the total of said education aid, this excess amount shall 

be deducted from other aid appropriated to the c ity  or tow n. If, in a single 

district, the total of all such deductions exceeds the tota l state aid
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appropriated, the com m onwealth shall appropriate this excess amount; 

provided, however, that if said d is tric t has exempted itse lf from  the 

provisions of chapter seventy by accepting section fourteen of said chapter, 

the com m onwealth shall assess said d is tric t fo r said excess amount. The 

state treasurer is hereby further authorized to disburse to  the charter school 

an amount equal to each student's  charter school tu ition  amount as defined 

above.

EOHHS Participation in c. 766 Residential School Decisions

SECTION 54. The second paragraph of section 10 of Chapter 71 B of the 

General Laws is hereby amended by striking the firs t sentence and inserting 

in place thereof the fo llow ing sentence:-

Before acting on said request, the departm ent shall determine the 

nature and extent of a child 's special needs; shall, in conjunction w ith  the 

executive o ffice  of health and human services, make a determ ination whether 

such ch ild ’s special needs fall w ith in  the purview of an agency w ith in  the 

executive o ffice  of health and human services; shall ascertain whether such 

child w ith  special needs may be educated in a local special education 

program w ith  additional support from an agency w ith in  the executive office 

of health and human services; shall require the local school com m ittee and 

regional advisory council to prepare and subm it plans detailing the time 

needed to establish facilities adequate fo r children w ith  special needs in the 

city, tow n  or school d is tric t where the child resides; and shall ascertain 

whether adequate facilities and instruction programs are available or when 

adequate facilities can be made available in the city, tow n  or school d istrict 

where the child w ith  special needs resides.

School Choice Reimbursements

SECTION 55. Subsection (a) of section 12B of chapter 76 of the General 

Laws, as amended in section 61 chapter 71 of the acts of 1993, is hereby 

further amended by striking clauses (ii) and (iii) from  the defin ition of "Above 

foundation reimbursement am ount," and inserting in place thereof the 

fo llow ing  clause:- (ii) beginning in fiscal year nineteen hundred and
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ninety-five, tw en ty-five  percent of the net losses due to  the provisions of this 

section.

DMA and DTA Subrogation in Claims Against Third Parties II

SECTION 56. Chapter 1 18E of the General Laws, as amended by section 

17 of the acts of 1993, is hereby further amended by striking out section 22 

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

Section 22. In this section, the word "c la im ant" shall mean any 

person who suffers any loss from  property damage, accident, illness, injury 

or otherwise for w hich monies may be provided by liability insurance, 

workers' compensation, or any other third party; the words "th ird party" 

shall mean any individual, agency, program, entity  or insurer, including but 

not limited to the cla im ant's own insurer, tha t is or may be liable to pay 

monies on account of the cla im ant's loss; and the words "date of loss" shall 

mean the date on which the property damage, accident, illness, injury, or 

other incident occurs.

When any claimant receives paym ent from  a liability or workers' 

compensation insurer or any other third party, the claim ant shall repay to the 

department of public welfare and the division the tota l of all public assistance 

benefits, both financial and medical, provided by said agencies on or after the 

date of the loss to or on behalf of the claim ant, the cla im ant's spouse or 

children, and any other individual the claim ant is required by law to support. 

If, however, on the date of the loss the claim ant was already eligible for 

medical assistance benefits, the claim ant shall repay only medical assistance 

required and any increase in financial assistance tha t occurred as a result of 

the accident, illness, injury, or other incident.

The application for and receipt of benefits recoverable under this 

section shall, after notification has been given to the third party, operate as a 

lien to secure repayment against monies w hich may be provided by said third 

party up to the amount of such benefits. N otw ithstanding the foregoing, the 

department of transitional assistance and the division may also perfect their 

right to a lien against any monies w hich may come into possession of the 

claim ant's attorney by giving notice to  said attorney.

If the monies available for repaym ent are insuffic ient to satisfy in full 

any competing claims of both the departm ent of transitional assistance and
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the division, the departm ent of public welfare and the division shall each be 

entitled to its respective pro rata share of such monies as are available.

Any person receiving public assistance benefits recoverable 

under this section shall assign to the com m onwealth an amount equal to the 

benefits so provided from the proceeds of any such claim against the third 

party.
A claim ant shall w ith in  ten calendar days no tify  the division in w riting 

upon commencement of a civil action or other proceeding to establish the 

liability of any third party or to  collect monies payable under accident, 

liability, or health insurance, w orkm en's compensation, or from  any other 

third party or source.
The com m onwealth shall be subrogated to a cla im ant's entire cause of 

action or right to proceed against any third party and to  a cla im ant's claim for 

monies to the extent of assistance provided under this chapter, chapter one 

hundred and seventeen, or chapter one hundred and eighteen. The division, 

w ith  the consent of the attorney general, may, by attorneys, employed or 

selected by it, commence a civil action or other proceeding on behalf of the 

com m onwealth to establish the liability of any third party or to  collect such 

monies if a claim ant does not commence such a civil action or other 

proceeding w ith in  six months after the date of the loss.

Failure of a claim ant to provide notice as required under this section 

and such further inform ation deemed necessary by the division to pursue its 

rights under this section shall be grounds fo r term ination of benefits.

Recovery o f Overpayments to Medicaid Providers

SECTION 57. Section 36 of chapter 11 8E, as added by section 1 7 of 

chapter 1 61 of the acts of 1 993, is hereby amended by adding at the end 

thereof the fo llow ing paragraph: -
If any individual or entity  has an ownership interest in more than one 

institu tional provider, the division may o ffse t any monetary liability of such 

individual or entity  to  the division under this section or otherw ise from  any 

amounts the division owes to  any such institu tional provider. Any individual 

or entity  having an ownership interest in an institutional provider shall be 

liable to  the division for all monetary liabilities of such provider to the division 

to the extent of such individual's or e n tity 's  ownership interest. For
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purposes of this paragraph, an "ownership in terest” shall include both direct 

ownership interests and ownership interests in any entity  which has an 

ownership interest in an institu tional provider, and an "institu tional provider" 

shall mean any entity which participates in any medical assistance program 

under this chapter as a provider of nursing fac ility  services or acute, chronic, 

or rehabilitation hospital services.

Successor Liability for Medicaid Overpayment to Hospitals

SECTION 58. Subsection (5) of said section 36 of chapter 118E is hereby 

amended by striking out the words "and/or intermediate care fac ility " and 

inserting in place therefor the words:- or acute or non-acute care hospital.

Food and Agriculture Civil Enforcement

SECTION 59. Chapter 1 28 of the General Laws is hereby amended by 

adding at the end thereof the fo llow ing sections:

Section 1 16. The department may assess civil administrative 

penalties, in accordance w ith  regulations adopted by the department, on any 

person who fails to comply w ith  any provisions of any regulation, order, 

license, or approval issued or adopted by the departm ent pursuant to 

chapters one hundred and tw enty-e igh t, one hundred and twenty-nine, one 

hundred and th irty -tw o  A, or one hundred and th irty -tw o  B. The department 

must provide the person w ith  w ritten  notice of the non-compliance and an 

opportunity for compliance prior to assessment of a penalty, unless the 

non-compliance (1) was not an isolated incident and the person had 

previously received notice of failure to com ply w ith  the same law on at least 

one occasion w ith in the past five years; (2) was w illfu l or negligent and not 

the result of error; or (3) resulted in an im pact or potential impact to public 

health or the environment. This penalty shall be assessed in lieu of any other 

civil penalty otherwise provided for by law.

Section 117. Notice of assessment of penalties pursuant to section 

one hundred and sixteen shall be made by service in hand or by certified mail, 

return receipt requested, and shall include a statem ent of the facts of the 

alleged acts or omission constitu ting the non-compliance; citation to the
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statu te, regulation, order, license, or approval w ith  w hich the person has not 

complied; the amount of the adm inistrative penalty the departm ent seeks to 

assess fo r each act or omission; the date the penalty shall be due upon 

fina lity ; a statem ent of the person's right to an adjudicatory hearing, pursuant 

to chapter th irty  A, regarding the assessment; a statem ent of the actions the 

person m ust take in order to  avoid waiving the right to a hearing; and the 

manner of acceptable paym ent if the person elects to  waive a hearing. A 

person shall be deemed to  have waived all right to an adjudicatory hearing 

unless, w ith in  tw enty-one  days of the date of the departm ent's notice, the 

departm ent receives a w ritten  request fo r an adjudicatory hearing and a 

statem ent denying the occurrence of the acts or omissions alleged by the 

departm ent, or a statem ent asserting tha t the amount of the penalty 

assessed by the departm ent is excessive. In the event tha t a request for a 

hearing is not received in accordance w ith  this section, the proposed 

adm inistrative penalty shall become final and payment shall be due in 

accordance w ith  the notice.

Section 118. In determining the amount of each civil adm inistrative 

penalty, the departm ent may consider the actual or potential impact on public 

health or the environm ent; actual or potential damages suffered or costs 

incurred by any person as a result; steps taken to prevent, come into 

compliance, and m itigate the harms or potential harms; previous 

non-compliance history; and any other relevant m atters. The department 

may also consider the e ffect of the assessment on the person, including the 

potential fo r deterring future  non-compliance; the financial condition of the 

person; the goal of encouraging compliance by making it less costly than 

non-compliance; and the public interest in ensuring future compliance.

The minimum civil adm inistrative penalty for a violation of the 

pesticide control act or the regulations promulgated thereunder shall be one 

hundred dollars and the maximum penalty shall be tw en ty -five  thousand 

dollars per day fo r each day tha t the violation continues. For any other 

failure to  com ply w ith  any regulation, order, license, or approval issued by 

the departm ent under the provisions of this chapter, or chapters one hundred 

tw enty-n ine  or one hundred th irty -tw o  A, the minimum civil adm inistrative 

penalty shall be f if ty  dollars and the maximum penalty shall be one thousand 

dollars per day for each day tha t the violation continues.
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Fish and Game License Reimbursements

SECTION 60. Section 11 of chapter 131 of the General Laws, as amended 

by section 34 of chapter 495 of the acts of 1993, is hereby further amended 

by adding at the end of the fifth  paragraph the fo llow ing sentence:- The 

General Fund shall reimburse the Inland Fisheries and Game Fund for the loss 

of revenue from  the issuance of such free licenses.

Wardens as DOC Facility Heads II

SECTION 61. The General Laws are hereby amended by inserting after the 

word "superintendents" as it appears in section 30B of chapter 149 and 

section 1 of chapter 234 the w ord:- wardens.

Wardens as DOC Facility Heads III

SECTION 62. Section 30B of chapter 149 of the General Laws is hereby 

amended by inserting after the word "superintendents" as it appears the 

second time in line 12, the words:- assistant wardens.

Wardens as DOC Facility Heads IV

SECTION 63. Section 30B of chapter 149 of the General Laws is hereby 

further amended by inserting after the word "superintendents" as it appears 

the third time in line 1 2, the words:- deputy wardens.

MBTA Arbitration Awards

SECTION 64. Paragraph 5 of section 19F of chapter 161A of the General 

Laws, as appearing in the 1992 O fficia l Edition, is hereby amended by adding 

at the end thereof the fo llow ing sentence:-

In regard to wage and other compensation comparisons, the arbitrator 

shall rely exclusively on the M assachusetts level of compensation.
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MBTA Tort Liability Cap

SECTION 65. The second paragraph of section 21 of chapter 161A of the 

General Laws, as appearing in the 1992 O fficia l Edition, is hereby amended 

by adding at the end thereof the fo llow ing  words:-

; provided further, tha t damages awarded in any such action for 

personal injuries or death shall not exceed tw o  hundred and f if ty  thousand 

dollars; and provided further, tha t the authority shall not be liable fo r interest 

prior to judgm ent or fo r punitive damages.

APR Installment Payments

SECTION 66. Section 31 of chapter 184 of the General Laws, as appearing 

in the 1992 O fficia l Edition, is hereby amended by inserting at the end 

thereof the fo llow ing  new paragraph:-

N otw ithstanding  any general or special law to  the contrary, payments 

made to acquire agricultural preservation restrictions as defined and provided 

for in this chapter may, upon the election of the person conveying said 

restriction, be made in approxim ately equal installm ent payments spanning 

not more than five  years.

DMA Creditor Priority

SECTION 67. Section 1 of chapter 198 of the General Laws, as amended 

by section 22 of chapter 161 of the acts of 1993, is hereby further amended 

by adding after the w ords "Third, debts due to the division of medical 

assistance" the w ords:- for estates of individuals dying on or after July firs t, 

nineteen hundred and n ine ty-tw o , regardless of when the assistance was 

actually provided.

CPCS Assignment to Family & Probate Court Cases /

SECTION 68. Subsection (a) of section 6 of chapter 2 1 1D of the General 

Laws, as appearing in the 1992 O fficia l Edition, is hereby amended by
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striking paragraphs (iii) and (iv) and inserting in place thereof the fo llow ing 

paragraph.- (iii) said division shall not be assigned to a case where a person is 

before the housing court departm ent for criminal contem pt or in such other 

proceeding in said departm ent in w hich such person is entitled to be 

represented by counsel.

CPCS Assignment to Family & Probate Court Cases II

SECTION 69. Said Chapter 21 1D is hereby amended by striking out section 

7 and inserting in place thereof the fo llow ing section:-

Section 7. Both divisions shall be assigned to represent any child 

alleged to  be delinquent and any party in care and protection cases under 

chapter one hundred and nineteen, actions to dispense w ith  parental consent 

to adoption under chapter tw o  hundred and ten, and guardianship of minor 

petitions under chapter tw o  hundred one.

Wardens as DOC Facility Heads V

SECTION 70. The General Laws are hereby amended by inserting after the 

word "superintendent" in sections 28, 29, and 31 of chapter 268, section 

28B of chapter 278, and sections 4, 39, and 40 of chapter 279 the word:- 

warden.

PERA Workers' Compensation Chargeback Authority

SECTION 71. N otw 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 commissioner of the division 

of public employee retirem ent adm inistration shall no tify  agencies w ith in  ten 

days of the enactm ent of this act as to  the change in calculation of w orkers' 

compensation chargebacks from  fiscal year nineteen hundred and ninety-five. 

The commissioner of the division of public employee retirement 

adm inistration shall notify  agencies not later than fourteen days after the
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enactment of this act as to the amount of their estimated workers' 

compensation costs for the fiscal year beginning July firs t, nineteen hundred 

and ninety-five, and shall require all agencies to encumber funds tha t are 

sufficient to meet the estimated annual charges. The estimated workers' 

compensation costs for each agency shall be not less than the amount of the 

actual workers' compensation costs incurred by said agency during the fiscal 

year ending June th irtie th , nineteen hundred and ninety-five and may include 

such additional sums as are deemed necessary by regulations promulgated 

pursuant to this section. Said commissioner shall revise the estimated 

workers' compensation costs for each agency on the firs t day of each 

quarter of the fiscal year commencing July firs t, nineteen hundred and 

ninety-five. W ithin th irty  days after the e ffective date of this act, for any 

agency that fails to encumber funds suffic ient to meet the annual estimated 

charges, the comptroller is hereby authorized and directed to encumber funds 

that are suffic ient to meet the annual 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 tota l benefits paid in 

the prior fiscal year. The com ptroller shall charge each agency's workers' 

compensation costs to the agency's appropriation amount and shall transfer 

said amount to item 1 108-6201 in this act for the purposes of workers' 

compensation paid w ith  respect to public employees for any costs, including 

administrative costs, incurred during the fiscal year. The division of public 

employee retirement adm inistration may expend an amount so collected for 

all agencies under this section not to  exceed fif ty - tw o  million, fifty -five  

thousand, five hundred and tw e n ty  dollars for hospital, physician, benefits, 

and other costs, including adm inistrative costs, w ithou t further appropriation. 

Not later than fourteen days after the e ffective  date of this act, and on the 

first day of each succeeding quarter during the fiscal year, the division of 

public employee retirement adm inistration shall bill agencies for tw enty-five  

percent of said agency's annual estimated w orkers' 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 commissioner of the division of public employee retirement 

administration is authorized to establish regulations and procedures to 

implement this section.
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Revenue Optimization - General Authority at A&F

SECTION 72. N otw 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 projects to optim ize revenue management and 

collections by the com m onwealth; provided, tha t said secretary or his 

designee is authorized to enter into contracts w ith  private vendors, and to 

enter into interagency service agreements w ith  state agencies, as applicable, 

fo r identify ing and pursuing revenue optim ization projects; provided further, 

tha t said secretary is authorized to compensate said private vendors from, 

and upon receipt of, additional revenues attributable to such contracts, as 

certified by the com ptroller; and provided further, tha t the comptroller shall 

transfer, after providing fo r payments to private vendors, seventy-five 

percent of such additional revenue to  the General Fund and tw enty-five  

percent of such additional revenue to  the M axim ization Fund established by 

section tw o  R of chapter tw enty-n ine  of the General Laws.

Revenue Optimization - Incentives for Agencies

SECTION 73. N otw ithstanding the provisions of section tw o  R of chapter 

tw enty-n ine  of the General Laws, or the provisions of any general or special 

law to  the contrary, the secretary of adm inistration and finance is authorized 

to direct the com ptroller to establish revolving accounts in the Maximization 

Fund established by said section tw o  R fo r the benefit of any agency, 

including the executive office for adm inistration and finance, tha t participates 

projects pursuant to this act; provided, tha t said secretary is authorized to 

determine the amounts to be credited to  each such revolving account; 

provided further, tha t said secretary is authorized to transfer monies from  the 

revolving account established for the executive o ffice  for adm inistration and 

finance to the General Fund; provided further, tha t agencies may expend 

monies in said revolving accounts w ith o u t appropriation only after obtaining 

the prior w ritten  consent of said secretary or his designee and after giving 

th irty  days notice to  the house and senate com m ittees on ways and means; 

and provided further, tha t any balance in said revolving accounts at the close 

of the fiscal year shall be available for expenditure in the subsequent fiscal
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year, subject to the conditions herein provided, and shall not revert to the 

General Fund.

Revenue Optimization - Incentives for Employees

SECTION 74. Notw ithstanding the provisions of any general or special law 

to the contrary, the secretary of administration and finance is authorized to 

provide incentives to state employees to assist in identifying and pursuing 

projects to optimize revenue management and collections by the 

commonwealth; provided, that such incentives shall be available to any 

employee of the com m onwealth and may include, w ithou t lim itation, an 

employee suggestion program, an employee recognition program, and an 

employee award program; provided further, tha t said secretary may award 

bonus payments to any state employee up to a maximum of one thousand 

dollars for any employee per fiscal year; provided further, tha t any such 

bonus payments shall be made from the appropriate revolving account 

authorized established pursuant to this act; and provided further, tha t said 

secretary shall provide th irty  days notice to the house and senate committees 

on ways and means prior to awarding a bonus payment to any state 

employee.

Fair Labor Standards - Overtime Pay

SECTION 76. N otw ithstanding the provisions of any general or special law 

or any collective bargaining agreement to the contrary, no employee of the 

commonwealth shall be entitled to overtime payment of one and one half 

times regular pay until such employee has actually worked the number of full 

time hours in his or her workweek. Any paid leave, including but not limited 

to sick leave, vacation leave, personal leave, or holiday leave, shall not be 

included in calculating said employee's full time hours for overtime purposes.

Commonwealth Sewer Rate Relief Fund Distribution

SECTION 77. N otw ithstanding any general or special law to the contrary, 

all funds in the com m onwealth Sewer Rate Relief Fund, established by
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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. Eligible indebtedness shall be defined as debt 

issued after January firs t, nineteen hundred and ninety-one, which has a final 

date of m aturity  greater than five  years after the date of issuance and is 

incurred, w ho lly  or in substantial part, to finance or refinance the costs of 

planning, design, or construction of any w ater pollution abatement project, or 

part thereof, required to be constructed to meet the provisions of the Federal 

Clean W ater A ct, 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. Eligible 

indebtedness shall include indebtedness incurred pursuant to  loan agreements 

under the provisions of chapter tw o  hundred and seventy-five of the acts of 

nineteen hundred and eighty-nine, as m ost recently amended by chapter tw o 

hundred and three of the acts of nineteen hundred and n inety-tw o, which is 

estimated to exceed f if ty  million dollars by June th irtie th  nineteen hundred 

and ninety-six, and the debt service attributable thereto fo r 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, that 

eligible indebtedness shall not include any indebtedness fo r w hich the issuer 

has or w ill receive assistance provided from  other revenue sources including, 

but not limited to, federal grants; provided, however, tha t no issuer, which 

shall be defined as any city, tow n, d is tric t, commission, agency, authority, 

board, or other instrum entality of the com m onwealth or any of its potential 

subdivisions, w hich is responsible fo r the ownership or operation of 

w astew ater treatm ent projects and is authorized to finance all or any part of 

the cost through the issue of eligible indebtedness, shall receive relief 

authorized herein in excess of tw e n ty  percent of its annual debt service 

obligations due to eligible indebtedness. The division of local services of the 

departm ent of revenue, in consultation w ith  the departm ent 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; provided, however, 

tha t funds disbursed in this fiscal year from the com m onwealth Sewer Rate 

Relief Fund shall be disbursed to  eligible issuers under the term s of this
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section on or before March th irty -firs t, nineteen hundred and ninety-six.

Cost Avoidance Projects

SECTION 78. N otw ithstanding the provisions of any general or special law 

to the contrary, the com ptroller is hereby authorized to enter into contracts 

w ith  private vendors to identify and pursue cost avoidance opportunities for 

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 attributable to such cost avoidance 

projects; provided, further, tha t the com ptroller may establish accounts and 

procedures w ith in  the affected departments as he deems appropriate and 

necessary to accomplish the purposes of this section. The com ptroller shall 

report on said projects as a part of his annual report under section tw e lve  of 

chapter seven A.

Seasonal Employment Alternative Program

SECTION 79. The commissioners of the department of environmental 

management and the m etropolitan d istric t commission are hereby authorized 

to establish a seasonal employment alternative program; provided, tha t the 

provisions of section tw enty-n ine A of chapter tw enty-n ine of the General 

Laws shall not apply to expenditures made from items 2100-3010, 

2100-3011, 2440-5000, and 2440-6000  in this act, or any other relevant 

account for the seasonal employment alternative program; provided further, 

that the provisions of this section shall continue to be in e ffect until the 

enactment of the general appropriation act for fiscal year nineteen hundred 

and ninety-seven.

DEM Training and Employment Program

SECTION 80. The commissioner of the department of transitional 

assistance, the commissioner of the department of environmental 

management, and the commissioner of the department of employment and
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training are hereby authorized and directed to  collaborate on the development 

of a training and em ploym ent program for recipients of the Massachusetts 

em ploym ent support program.

Food and Agriculture Penalties Accruing to the General Fund

SECTION 82. Notw ithstanding the provisions of any general or special law 

to the contrary, all monies assessed as civil penalties as provided in sections 

one hundred and sixteen through one hundred and eighteen of chapter one 

hundred and tw enty-e igh t of the General Laws, as added in section fifty-n ine 

of this act, shall accrue to the General Fund.

Public Hospitals as Disproportionate Share Facilities

SECTION 83. Notw ithstanding the provisions of any general or special law 

to the contrary, the departm ent of mental health, the departm ent of public 

health, the division of medical assistance, hereinafter referred to  as the 

division, and the rate setting commission are authorized and directed to take 

any appropriate action to  obtain the maximum amount of federal financial 

participation available fo r amounts paid for low  income care costs at those 

mental health and public health facilities determined to be disproportionate 

share hospitals in accordance w ith  requirements of Title XIX of the Social 

Security Act. Said appropriate action may include, but shall not be limited to, 

the establishm ent of a separate account w ith in  the uncompensated care trust 

fund established by section seventeen of chapter one hundred eighteen F of 

the General Laws, for the purpose of making disproportionate share 

adjustment payments to such qualifying mental health and public health 

facilities pursuant to relevant rate setting commission regulations and the 

related Title XIX state plan amendment subm itted by the division to the 

health care financing adm inistration. The division, the departm ent of public 

health, or the departm ent of mental health may expend amounts transferred 

to it from  said separate account w ith in  the Uncompensated Care Trust Fund 

w ithou t further appropriation. Any federal funds obtained as a result of 

actions taken pursuant to  this section shall be deposited in the General Fund. 

The offices of the state treasurer and the com ptroller shall establish such
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procedures as may be necessary to accomplish the purpose of this section, 

including procedures for the proper accounting and expenditure of funds 

pursuant to this section.

Dever School Study Commission

SECTION 84. There is hereby established a special commission to consist 

of one member of the senate, one member of the house of representatives, 

the secretary of health and human services or his designee, the secretary of 

economic affairs or his designee, the director of the office of employee 

relations, the mayor of the c ity  of Taunton or his designee, and three 

members to be appointed by the Governor, one of whom shall be a 

representative of a recognized labor organization representing state 

employees. The commission shall investigate and study the impact of the 

closing of the Paul A. Dever school and its afteruse on the economic 

conditions in the city  of Taunton and its surrounding communities, including, 

but not limited to, the e ffects of said closing on the current employees of the 

facility and the future economic benefit of the six hundred and ten acres of 

real property to the region. Said commission shall report the results of its 

investigation and study and its recommendations, if any, together w ith  any 

drafts of legislation necessary to carry out its recommendations, by filing 

same w ith the clerks of the house of representatives and the senate on or 

before June th irtie th , nineteen hundred and ninety-six.

DMR Workers' Compensation Program

SECTION 85. N otw ithstanding the provisions of section f if ty  (I) of chapter 

seven of the General Laws, as appearing in the 1992 Official Edition, or 

section sixty-nine B of chapter one hundred fif ty - tw o  of the General Laws, as 

so appearing, or any other provisions of general or special law to the 

contrary, the commissioner of the department of mental retardation is hereby 

authorized to administer the w orkers' compensation claims, payments, 

expenses, fees, and all other components of the workers' compensation 

system on behalf of the employees of the department of mental retardation; 

provided, tha t the department may contract w ith  one or more persons or
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entities to carry out the purposes of this section.

The departm ent shall be designated as an agent for purposes of 

section seventy-five of said chapter one hundred and fifty -tw o .

Payments of compensation, or payments of medical or other expenses 

or fees by the com m onwealth to employees of said departm ent under said 

chapter one hundred and fif ty -tw o , shall be made only upon vouchers bearing 

the certifica tion  of the commissioner. The vouchers shall be processed 

d irectly to  the com ptroller's  o ffice. Said commissioner shall make or cause 

to be made such exam inations and investigations as may assist in 

determining w hether or not an injured employee is still incapacitated and 

w hether such paym ents are due under said chapter one hundred and 

fif ty -tw o .

The commissioner shall require the departm ent's workers' 

compensation managers to make prelim inary reports on injuries w ith in  

fo rty-e igh t hours of their occurrence and detailed reports w ith in  tw o  weeks. 

He shall require tha t such managers provide the name and status of any 

employee w ho has remained incapacitated for three months fo llow ing any 

injury, and shall refer such reports to the o ffice of education and vocational 

rehabilitation fo r consideration and recommendations pursuant to sections 

th irty  E through th irty  H, inclusive, of said chapter one hundred and fifty -tw o .

On or before, the firs t day of each quarter, the commissioner shall file 

w ith  the secretary of adm inistration and finance and the house and senate 

com m ittees on ways and means a report detailing the injuries tha t have 

occurred; the number of payments made, including lump sum settlem ent 

paym ents; the monies expended on indem nity, medical treatm ent, risk 

management, adm inistration, investigation, and rehabilitation; the number of 

medical bills reviewed pursuant to utilization review; and any other 

inform ation relevant to the w orkers' compensation experience during the 

quarter.

The departm ent shall be exem pt from  any other workers' 

com pensation paym ents, including any chargeback expenses required by 

section seventy-one of this act.

The provisions of th is section shall take e ffec t on the effective  date of 

this act and shall remain in e ffec t through June th irtie th , nineteen hundred 

and ninety-seven; provided, tha t the departm ent may begin the program set 

out in this section a fter the e ffective  date of this act; provided further, that
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on or before March firs t, nineteen hundred and ninety-seven, the 

commissioner and the secretary shall evaluate the departm ent’s experience 

under this section and shall report tha t experience to the house and senate 

committees on ways and means, including recommendations concerning the 

continuation of the program.

Uncompensated Care Pool - Private Sector Liability Cap

SECTION 86. For hospital fiscal year nineteen hundred and ninety-six, the 

private sector liability of purchasers and third party payers to the 

uncompensated care trust fund established pursuant to section seventeen of 

chapter one hundred and eighteen F of the General Laws shall be the lesser 

of the sum of all the products of each hospita l’s allowable free care charges 

and such hospital's cost to charge ratio, calculated by the rate setting 

commission pursuant to section eleven of chapter six B of the General Laws, 

or three hundred and fifteen million dollars. For the state fiscal year nineteen 

hundred and ninety-six, notw ithstanding 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 A ct to reimburse the 

costs of said trust fund for disproportionate share hospitals shall be deposited 

into said trust fund.

Authorization for Uncompensated Care Pool Payments

SECTION 87. N otw ithstanding the provisions of any general or special law 

to the contrary, the department of medical security, the division of medical 

assistance, hereinafter referred to as the division, and the rate setting 

commission are 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 division to be disproportionate 

share hospitals in accordance w ith  Title XIX requirements, 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  chapter one hundred eighteen F of the 

General Laws. Said appropriate action shall include the establishment or
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renewal of an interagency agreement between the division and the 

departm ent of medical security w hich may authorize the division to make 

deposits into and paym ents from  an account established for the purposes of 

th is section w ith in  the uncompensated care trust fund established by section 

seventeen of chapter one hundred eighteen F of the General Laws, or 

authorize the departm ent of medical security to transfer uncompensated care 

fee revenue collected from  hospitals pursuant to chapter one hundred 

eighteen F of the General Laws, or funds otherw ise made available to said 

trus t fund by the legislature, to the division fo r purposes of making 

disproportionate share adjustm ent payments to hospitals qualifying for such 

paym ents in accordance w ith  the com m onw ealth 's Title XIX state plan and 

relevant provisions of Title XIX of the federal Social Security Act. The 

division may expend amounts transferred to it from the uncompensated care 

tru s t fund by the departm ent of medical security under said interagency 

agreement w ith o u t further appropriation. In no event shall the amount of 

money assessed upon each hospital exceed the hospita l's gross liability to 

the uncompensated care pool as determined by the department of medical 

security and the rate setting commission pursuant to 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 

offices of 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 this section.

Education: Professional Development Grants

SECTION 88. Subject to appropriation, the commissioner of education may 

award grants to school d istricts to assist w ith  the im plem entation of the 

d is tric t's  professional development plan. D istricts eligible for such grants 

shall have designated professional development mentors who may be 

teachers or principals and who have reviewed and approved the individual 

professional development plans of the teachers w ith in  the d istrict. Districts 

eligible for such grants shall provide a match of at least tw en ty-five  percent 

of the requested grant.
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Education: Professional Development Plans

SECTION 89. The board of education is hereby directed to  promulgate 

regulations governing the recertification of teachers. Said regulations shall 

require tha t individual professional development plans be approved by 

professional g row th  advisor, hereinafter called a mentor. The m entor shall be 

a teacher whose professional stature and teaching abilities w ill be recognized 

by fe llow  teachers; the m entor shall be selected by a principal and approved 

by a superintendent. The process for selecting mentors shall not be the 

subject of collective bargaining; however, the compensation for mentors may 

be collectively bargained. The regulations shall also state tha t the individual 

professional development plans of teachers seeking to be recertified shall 

reflect the goals and priorities of the school's and the school d is tric t's  

professional development plans.

Education: Time and Learning

SECTION 90. The board of education is hereby directed to promulgate 

regulations on tim e in school w hich defines structured learning tim e as time 

engaged in the core academic subjects of m athematics, science and 

technology, h istory and social studies, English, foreign languages, fine arts, 

and subjects taught as part of a state approved vocational-technical program. 

Said regulations shall take e ffect in fiscal year nineteen hundred and 

ninety-eight.

Teacher Certifica tion

SECTION 91. Teachers w ho have been granted permanent certificates prior 

to June firs t, nineteen hundred and ninety-three, shall be granted standard 

instructional certificates by the board pursuant to  section forty-one of 

chapter seventy-one of the acts of nineteen hundred and ninety-three; 

provided however, tha t all such teachers w ith  last names beginning w ith  the 

letters A-E w ill receive a standard instructional certificate w ith  a one year 

term; all such teachers w ith  last names beginning w ith  the letters F-J will 

receive a standard instructional certifica te  w ith  a tw o  year term ; all such
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teachers w ith  last names beginning w ith  the letters K-0 w ill receive a 

standard instructional certifica te  w ith  a three year term; all such teachers 

w ith  last names beginning w ith  the letter P-T w ill receive a standard 

instructional certifica te  w ith  a four year term ; all such teachers w ith  last 

names beginning w ith  the letters S-Z w ill receive a standard instructional 

certifica te  w ith  a five year term.

All teachers w ith  last names beginning w ith  the letters A-E who 

receive a standard instructional certifica te  w ith  a one year term, shall be 

exem pt from  the professional development requirements of section 

th irty-e ight G of chapter seventy-one of the General Laws, for that year, as 

established by said chapter seventy-one of the acts of nineteen hundred and 

ninety three.

Local Contribution for Education - Waivers

SECTION 92. (a) Upon the request of the selectmen in a tow n, the city

council in a plan E city  or the mayor in all other cities, the departm ent 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-six. Based on the 

criteria outlined in this section, the departm ent shall re-calculate the minimum 

required local contributions for a m unicipality 's local and regional schools and 

certify  the amounts calculated to the department of education.

(b) Any c ity  or tow n  tha t used qualifying revenue amounts in a fiscal 

year tha t w ill not be available fo r use in the next year, or tha t w ill be required 

to use revenues fo r extraordinary non-school related expenses for w hich it 

did not have to  use revenues in the preceding fiscal year or has an excessive 

certified municipal revenue grow th factor that is also greater than or equal to 

one and one-half times the state average municipal revenue g row th  factor 

may appeal to the department of revenue no later than October firs t, nineteen 

hundred and ninety-five for an adjustment of its minimum required local 

contribution and net school spending.

(c) If the claim is determined to be valid, the departm ent 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
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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-six 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, overlay surplus and other available funds.

(d) If, upon submission of adequate docum entation, the department 

of revenue determines tha t the m unicipality 's claim regarding an excessive 

municipal revenue grow th  facto r is valid, said department shall re-calculate 

said municipal revenue grow th facto r and the department of education shall 

use this revised grow th  factor to calculate prelim inary local contribution, 

minimum required local contribution and any other factor tha t directly or 

indirectly uses the municipal revenue grow th factor. Any relief granted as a 

result of an excessive municipal revenue grow th facto r 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, and the mayor in all other cities, in a m ajority of the member 

municipalities, any regional school d is tric t which used qualifying revenue 

amounts in a fiscal year tha t w ill not be available fo r use in the next fiscal 

year, shall appeal to the department of revenue not later than October first, 

nineteen hundred and ninety-five 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 limited 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, and the 

mayor in all other cities, in a m ajority of the member municipalities, appeal to 

the department of education for an adjustment in the minimum required local 

contribution of its member municipalities. The department of education may 

reduce the increased assessment of the member municipalities as a result of 

the reorganization of the regional school d istrict by using a portion of the 

regional incentive aid to reduce the prior year local contribution.
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(g) If the regional school budget has already been adopted by 

tw o-th irds  of the member municipalities, then upon a majority vote of the 

member m unicipalities 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 departm ent of education in accordance w ith  the provisions of 
this section.

(h) N otw ithstanding the provisions of clause (14) of section three of 

chapter tw o  hundred and 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, tha t the house and senate com m ittees on ways and means and the 

jo in t com m ittee on education, arts and humanities shall be notified by the 

departm ent of revenue and of education of the amount of any reduction in 

the minimum required local contribution amount.

(i) In the event tha t a c ity  or tow n  has an approved budget that 

exceeds the re-calculated 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 must determine the extent to which 

the com m unity 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-six under chapter seventy or any 

other provision of law shall not be changed on account of any 

redeterm ination of the required minimum local contribution under this section. 

The departm ent of revenue and departm ent of education shall issue 

guidelines for their respective duties under this section.

Environmental A ffairs Administrative Discretion

SECTION 93. N otw ithstanding the provisions of any general or special law 

to the contrary, the executive o ffice  of environm ental affairs may allocate 

resources among and between the executive office, the department of 

environm ental management, the m etropolitan d istric t commission, the 

departm ent of food and agriculture, the departm ent of environmental 

protection, and the departm ent of fisheries, w ild life  and environmental law
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enforcement to provide interagency support in adm inistrative and 

programmatic matters in order to  improve the delivery of services.

County Corrections - Maintenance o f Effort

SECTION 94. N otw ithstanding any general or special law to the contrary, 

each county shall expend from own-source revenues during fiscal year 

nineteen hundred ninety-six for the operation of county jails and houses of 

correction, and other sta tu torily  authorized facilities and functions of the 

office of the sheriff, an amount not less than one hundred and tw o  and one 

half percent of the expenditures for this purpose in fiscal year nineteen 

hundred and ninety-five. The county treasurer is hereby authorized and 

directed, not later than March th irty -firs t, nineteen hundred and ninety-six, to 

transfer said amount from  the general treasury of the county into the account 

established in section ninety-seven of this act. The dollar amount of such 

transfer shall be approved by the county government finance review board.

On or before August firs t, nineteen hundred and ninety-five, the county 

treasurer shall notify  and request the approval of the county government 

finance review board of the dollar amount to  be transferred. The county 

government finance review board shall certify  to the county treasurer the 

amount so approved. The county government finance review board is 

authorized to determine and certify  to the county treasurer the amount of 

such transfer should the notification and request not be received on or before 

August firs t, nineteen hundred and ninety-five. The county treasurer is 

further authorized and directed to transfer corrections deeds excise funds and 

county correction fund grants into said account.

County Corrections - Payments to Counties

SECTION 95. N otw ithstanding any general or special law to the contrary, 

funds shall be distributed from item 8910-0000  in this act to county sheriffs 

for the operation and maintenance of county jails and houses of correction, 

and other statu torily  authorized facilities and functions of the office of 

sheriff, and shall be paid to the treasurers of each county who shall place 

said funds in a separate account w ith in  the treasury of each county;
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provided, tha t the treasurer shall, in addition to the transfer of funds required 

under this act, make tem porary transfers into said account in advance of 

receipt of the state distributions; provided further, tha t upon receipt of the 

state distribution, the treasurer may transfer out of said account an amount 

equal to any funds advanced; provided further, tha t all funds so placed or 

transferred and any interest accruing thereto shall be expended by the sheriff 
w ithou t further appropriation.

County Corrections - Responsibilities o f Sheriffs

SECTION 96. Notw ithstanding any general or special law to the contrary, 

all funds from  item 8910 -0000  in this act shall be distributed quarterly to 

county sheriffs in amounts to be determined by the county government 

finance review board, after consultation w ith  the executive office of public 

safety and the Massachusetts sheriffs ' association.

On or before July th irty -firs t, nineteen hundred and ninety-five, each 

county sheriff shall subm it to the county government finance review board 

and the executive office of public safety a fiscal year nineteen hundred and 

ninety-six interim spending plan. The county government finance review 

board shall prescribe the form at of said spending plan. Each county sheriff 

shall subm it such expenditure reports as the county governm ent finance 

review board may request and in the form at w hich the county government 
finance review board may prescribe.

On or before November fifteen th , nineteen hundred and ninety-five, 

the county government finance review board, after consultation w ith  the 

executive office of public safety and the M assachusetts sheriffs association, 

shall issue a distribution plan for fiscal year nineteen-hundred and ninety-six 

and shall use said plan to make all subsequent quarterly distributions.

On or before December th irty -firs t, nineteen hundred and ninety-five, 

each county sheriff shall subm it a final spending plan to the county 

government finance review board, detailing steps necessary to restrict 

spending to the level contained in the distribution plan. Said final spending 

plans shall be subm itted in the form at prescribed by the county government 

finance review board; provided, tha t copies shall also be sent to the house 

and senate com m ittees on ways and means and the executive o ffice  of 

public safety. Failure by a county sheriff to com ply w ith  any provision of this
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section shall result in a reduction of subsequent quarterly payments to 

amounts consistent w ith  a rate of expenditure of n inety-five percent of the 

rate of expenditure fo r fiscal year nineteen hundred and ninety-five, as 

determined by the county government finance review board.

Higher Education Tuition Retention Trust Account

SECTION 97. Notw ithstanding the provisions of any general or special law 

to the contrary, monies received by the board of trustees of a public 

institu tion of higher education from application fees and tu ition charges 

imposed pursuant to the tu ition  plan established by the council, 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. 

Such monies shall be credited on the books of the com m onwealth in a 

separate fund to  be know as the Tuition Retention Fund w hich the state 

comptroller shall establish pursuant to section seven of chapter seven A.

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 institu tion of higher education shall have its own account 

w ith in  the Tuition Retention Fund. Each such account shall be credited w ith  

monies received from  each institu tion. Monies from  each such account shall 

be disbursed at the direction of the institu tion from w hich the monies in the 

account originated in accordance w ith  the annual spending plan prepared by 

the board of trustees of each said public institu tion of higher education and 

approved by the higher education coordinating council and the fiscal affairs 

division; provided, tha t any balance in these accounts at the close of the 

fiscal year shall be available fo r expenditure in the subsequent fiscal year, 

and shall not revert to  the General Fund. Each such spending plan shall 

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

and maintenance of said institu tion; provided, that such expenditures may 

include capital im provements, financial assistance, and salaries for personnel 

up to a maximum established in the council's guidelines; provided further, 

that said funds, all collection of said funds, and all expenditures of said funds 

shall be subject to  guidelines prepared by the council and subject to audit by 

the secretary of education.
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Tuition Retention Fringe Benefits - UMASS

SECTION 98. 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, during fiscal year nineteen hundred and ninety-six, the first 

th irty -four million, five hundred ninety-seven thousand, eight hundred and 

fo rty-five  dollars in personnel expenditures shall be subject to fringe benefit 

charges established by the commissioner of adm inistration in accordance 

w ith  said section five D, w hich are applicable to the Tuition Retention Trust 

Fund for the university as established in this act.

Tuition Retention Fringe Benefits- State Colleges

SECTION 99. 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, during fiscal year nineteen hundred and ninety-six, the firs t thirteen 

million, eight hundred th irty-e igh t thousand, seven hundred and s ix ty-tw o  

dollars in personnel expenditures shall be subject to  fringe benefit charges 

established by the commissioner of adm inistration in accordance w ith  said 

section five D, applicable to the Tuition Retention Fund fo r the state colleges 
as established in this act.

Tuition Retention Fringe Benefits -  Community Colleges

SECTION 100. 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, during fiscal year nineteen hundred and ninety-six, the firs t eight 

million, nine hundred and eight thousand, eight hundred and seventy-seven 

dollars in personnel expenditures shall be subject to fringe benefit charges 

established by the commissioner of adm inistration in accordance w ith  said 

section five D, applicable to the Tuition Retention Fund fo r the com m unity 
colleges as established in this act.
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Medical Center Payback Contracts

SECTION 101. The board of trustees of the university of Massachusetts, in 

conjunction w ith  the state health education center at the university of 

M assachusetts medical center, shall develop and implement provisions for 

payback in learning contracts entered into by students adm itted for the 

academic year commencing in nineteen hundred and ninety-one and for every 

year thereafter, w hich shall require payback service, so-called, of at least 

four years w ith in  the com m onwealth in areas of primary care, public or 

com m unity service, or underserved areas as determined by the commissioner 

of the department of public health and the learning contract com m ittee in 

coordination w ith  the area health education center and state and regional 

health planning agencies. In the case of any student who has entered into a 

learning contract and who does not perform payback service, the difference 

between the tu ition  paid and the amount of the tu ition  charged shall be 

required to be repaid together w ith  eight percent interest per annum; 

provided, however, tha t no paycheck service or tu ition  loan repayment shall 

be required prior to the term ination of any internship and residency 

requirements; provided further, tha t interest shall begin to  accrue upon 

completion of any internship requirement. The dean shall provide, on an 

annual basis, a report outlining the number of students participating in said 

learning contracts, the area of medicine w ith in  which payback w ill be 

performed, and the number of students utilizing the repayment option. The 

report w ill further outline the e ffects of payback in the underserved areas of 

the com m onwealth. Said report shall be subm itted to the house and senate 

committees on ways and means by September firs t, nineteen hundred and 

ninety-five.

Higher Education Need-Based Scholarship Program

SECTION 102. N otw ithstanding the provisions of any general or special law 

to the contrary, there shall be a program of need-based financial assistance, 

administered by the higher education coordinating council, to provide full or 

partial scholarships fo r Massachusetts residents enrolled in and pursuing a 

part-time or full-tim e program of higher education in any of the public
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institu tions of higher education in the com m onwealth. The council shall 

establish guidelines to  govern said program. Said guidelines shall be filed 

w ith  the house and senate com m ittees on ways and means and the joint 

com m ittee on education, arts and humanities w ith in  th irty  days of the 

approval by the council of said guidelines.

Higher Education No-Interest Loan

SECTION 103. Notw ithstanding the provisions of any general or special law 

to the contrary, there shall be a program, administered by the higher 

education coordinating council, to provide no-interest loans to undergraduate 

students domiciled in the com m onwealth, enrolled in and pursuing a program 

of higher education in the com m onwealth in any approved public or 

independent college, scientific or technical institu tion, or any other approved 

institu tion furnishing a program of higher education. Such assistance shall 

consist of full or partial loans to students in need of assistance. Repayment 

shall commence w ith in  six months of graduation or term ination of studies; 

provided, tha t no repayment schedule shall exceed a term of ten years. The 

Massachusetts state scholarship office shall establish guidelines to govern 

said program which shall include, but not be limited to, e lig ibility 

requirements for students, e lig ibility requirements for participating 

institutions, terms of payment, deferment options, provisions for default, and 

a maximum and minimum loan award as determined by an indexing system.

Academic Challenge Grant Program

SECTION 104. There shall be established and set up on the books of the 

com m onwealth a separate fund to be know as the academic challenge trust. 

All monies appropriated in item 7066-0009  of this act shall be deposited into 

said fund and shall be available fo r the purposes of the academic challenge 
grant program as established herein.

There is hereby established the M assachusetts academic challenge 

grant program to be administered in accordance w ith  regulations promulgated 

by the higher education coordinating council, in consultation w ith  the 

secretary of education and the secretary of adm inistration and finance. The
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purpose of the program is to increase private support for enhancing 

excellence in public colleges and universities in the com m onwealth by 

providing those institu tions w ith  the opportunity to receive and match 

challenge grants.

The regulations shall include provisions concerning but not limited to 

the establishment annually of (1) minimum targets, which are the minimum 

amounts of private funds which must be raised w ith in  a tw elve m onth period 

for each institu tion or foundation to qualify for reserved match funds; 

provided, however, tha t the council shall use historical data from  each 

institu tion and system of institu tions as well as national data on fundraising 

activities for like public colleges and universities as a basis for minimum 

targets; (2) the reserved match funds, which are the amounts reserved and 

available for each institu tion or foundation until the date specified by the 

council each year; (3) the maximum amounts tha t may be distributed to an 

institu tion and to  the system of institu tions in any year; and (4) reporting 

requirements for each board of trustees, including methods for the trustees 

to certify  the amount received in donations in each fiscal year; provided, that 

said reporting requirements include safeguards for protecting the anonym ity 

of donors who indicate their desire not to be identified; (5) the schedule for 

the disbursement of funds annually; and (6) guidelines governing the 

programs eligible fo r receiving monies from grant funds.

For each fiscal year in w hich there is an appropriation for said 

program, the council shall reserve a specified amount for each institu tion. 

These amounts shall be referred to as the "reserve match funds."

A t each institu tion, or at a foundation which exists for the sole 

purpose of benefiting tha t institu tion, an academic challenge grant trust fund 

or account shall be established. If the institu tion establishes such a trust 

fund or account, the foundation shall not establish such a trust fund or 

account. The council shall annually review the financial records of this trust 

or account in determining tha t ins titu tion 's  eligibility for receiving reserved 

match funds in any year.

Funds shall be allocated from the academic challenge grant as fo llow s: 

For each year, the council shall set a "m inimum target" for each institu tion or 

its related foundation. Once the institu tion or related foundation has received 

funds during a designated period set by the council w ith in  that year from 

private donations equal to  the minimum target, for every additional one dollar

1 - 103



The Governor's Budget Recommendation Fiscal Year 1996

of private donations received during the year the council shall allocate one 

dollar in grant funds to the institu tion  up to its reserve match fund limit. An 

institu tion w hich fails to receive private donations equal to its minimum 

target during the designated period w ith in  the year shall not qualify for 

matching funds in tha t year.

Any reserve match funds fo r w hich an institu tion  or its foundation 

does not qualify by the date specified by the council in any year shall become 

available for matching by any other institu tion  in accordance w ith  procedures 

and regulations of the program. Any balance in the academic challenge grant 

fund at the close of the fiscal year shall be available fo r expenditure in 

subsequent fiscal year and shall not revert to the General Fund.

The higher education coordinating council shall evaluate the 

effectiveness of the academic challenge grant program and make 

recommendations to the secretary of education and the secretary of 

adm inistration and finance regarding the program, including but not limited to 

legislative changes, if any, funding levels, and the adm inistration of the 

program.

HECC Central Services Chargeback

SECTION 105. N otw ithstanding the provisions of any general or special law 

to the contrary, the higher education coordinating council may charge public 

institu tions of higher education for central services, including, but not limited 

to, legal services. Funds received from  such charges shall be deposited in a 

central services trust fund in accordance w ith  procedures established by the 

com ptroller and may be expended by the council for said central services.

Neighborhood Housing Services Loans

SECTION 106. Notw ithstanding the provisions of chapter four hundred and 

ninety of the acts of nineteen hundred and eighty, the executive office of 

communities and development may authorize neighborhood housing services 

corporations to retain, reloan or reassign funds received in repaym ent of 

loans made pursuant to the neighborhood housing services rehabilitation 

program and may reallocate funds not reloaned by one corporation to another
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corporation.

EOCD Housing Income Level Verification

SECTION 107. N otw ithstanding the provisions of any general or special law, 

or any rule or regulation to the contrary, the executive office of communities 

and development is hereby authorized to conduct an annual verification of 

household income levels based upon state tax returns for the purposes of 

administering the federal housing subsidy programs funded in items 

3722-901 1, 3722-9013, 3722-9014 , 3722-9019, 3722-9020 , and 

3724-9009 in this act; provided, tha t as a condition for e ligibility or 

continued occupancy by an applicant or tenant, said executive office may 

require disclosure of social security numbers by an applicant or tenant and 

members of the applicant's or tenant's  household for use in verification of 

income eligibility. Said executive office is hereby further authorized to consult 

w ith  the department of revenue, the department of transitional assistance, or 

any other state or federal agency it deems necessary to conduct such income 

verification, and that, 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 executive office and to furnish 

any and all inform ation in the possession of said agencies including, but not 

limited to, tax returns and applications for public assistance or financial aid. 

For the purposes of conducting such income verification, the secretary of 

communities and development 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 eligibility of participants and members of 

the participants' households in such federally assisted housing programs.

Residential Conservation Service (RCS) Utility Assessment

SECTION 108. Notw ithstanding the provisions of any general or special law 

to the contrary, expenses incurred by the residential conservation service 

program w ith in  the division of energy resources, up to a maximum of one 

hundred ninety-one thousand eight hundred and ninety-four dollars, plus
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indirect costs as determined by the secretary of administration and finance 

and the cost of fringe benefits as calculated by said secretary pursuant to 

section six B of chapter tw enty-n ine  of the General Laws, shall be assessed 

upon utilities in accordance w ith  the provisions of chapter tw enty-five  A of 
the General Laws.

Effective Date o f Tax Relief

SECTION 109. Sections th irty-three through fo rty-five , inclusive, shall apply 

to taxable years beginning on or after January firs t, nineteen hundred and 
ninety-six.

Effective Date

SECTION 110. Except as otherw ise provided in this act, the provisions of 

this act shall take e ffect July firs t, nineteen hundred and ninety-five.
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Tax Expenditure Budget

Part I: Introduction to the Tax Expenditure Budget

While taxes are an essential source of revenue fo r all state economies, the manner in which 
they are imposed varies w idely from  state to state. In its sim plest form , a tax is an across- 
the-board levy on a base, such as income, to w hich a specific rate applies and fo r w hich no 
modifications 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 M assachusetts state law. Organized into seven 
separate sections, this study analyzes all aspects of M assachusetts 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 that ta x '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 four appendices. One lists recent law 
changes tha t a ffect this year's tax expenditure budget; a second gives three-year tax 
expenditure estimates w hich are consistent w ith  our most recent estimation methodology; 
a third discusses special features of the Com m onwealth 's sales tax structure; and the final 
appendix shows to  w hat extent taxpayers in various income classes benefit from  specific 
tax expenditures. In Part VII, we have also included a glossary tha t defines term s used 
throughout the tex t. 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 judgm ent 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 w ill be our policy to release any 
material revisions to  the published Tax Expenditure Budget prior to the s ta tu torily  required 
submission of the Tax Expenditure Budget for the next budget year.
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W h a t A re  Tax E xpenditures?

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 otherw ise m ight 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. This document is a firs t step in tha t direction.

It is essential to distinguish between those provisions of the tax code tha t represent tax 
expenditures and those tha t 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 s ta te 's  exercise of its tax jurisdiction; and
5. Provisions for the administration of the tax.

D efin ing  the  Basic Tax S tru c tu re

A tax expenditure is a deviation from the generally 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 tha t is not collected 
because of the existence of this exemption, then, is a tax expenditure.

While this general definition seems stra ightforw ard 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 
is not listed as a tax expenditure. Since the income tax is generally considered to be a tax
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on income net of the costs of producing tha t income, deductions fo r business expenses are 
taken against gross income and therefore occur prior to calculation of the tax base. In 
addition, tax provisions reflecting constitu tional prohibitions, such as the prohibition on 
taxation of sales to  the federal governm ent, are considered parts of the basic tax structure 
and therefore are not listed as tax expenditures. These d istinctions are fa irly  simple, but 
more complex analytical questions quickly arise.

For example, deductions fo r 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 legitimate 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 adjustm ent in the tax base designed to  provide an incentive 
for investm ent, and therefore a tax expenditure. Indeed, recent federal tax expenditure 
budgets prepared by the Congressional Budget O ffice and versions prepared by the 
Treasury Departm ent 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 fo r 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.

Similarly, we have chosen to  v iew  the rules fo r personal exem ptions and fo r no tax status 
in the C om m onwealth 's personal income tax as provisions w hich 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, w hich sim ilarly 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 exem ptions help define the amount of 
income needed fo r subsistence, and therefore the base, they should not be classified as tax 
expenditures. According to  this reasoning, exemptions allowed fo r 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 v iew  of the tax structure 
did not always lead to easy conclusions. First, taxpayers are allowed exem ptions for 
dependents even if those dependents have their own income and take personal exemptions 
for themselves. We have treated the use of the dependents’ exem ption as a tax 
expenditure. Second, the fac t 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 exem ptions goes 
beyond simple defin ition of an income base. A lthough personal exem ptions and the no tax
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status are not listed in this document as tax expenditures, estimates for the revenue loss 
associated w ith  these provisions are provided in a footnote.

The sales tax presented the most d ifficu lt case. The sales tax statute and its legislative 
history, indicates tha t the established base of the tax is all "reta il" sales. A t a minimum, 
the sales tax exemptions for business purchases of com ponent parts and of products to be 
resold appear to be provisions tha t help define w hich sales are considered non-retail sales, 
and therefore should not be classified as tax expenditures. However, it is d ifficu lt if not 
impossible to decide which other sales tax exem ptions m ight also cover non-retail sales. 
For example, m anufacturing companies are allowed an exem ption 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 tha t the machinery purchase is a retail sale and that the 
machinery exemption is a tax expenditure. Others would argue tha t because these 
purchases are not purchases by the final consumers of an end product, and because they 
represent legitimate business expenses, these sales tax exem ptions should not be 
considered tax expenditures.

The Massachusetts sales tax statute is filled w ith  exem ptions tha t do not fo llow  a 
discernible pattern. For example, m anufacturers are exem pt from  sales tax on machinery 
but not on motor vehicles, and construction firm s are not fu lly  exem pt 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 exem ptions from  the sales tax are listed as tax 
expenditures.

As stated in the introduction, the most im portant thing to remember is tha t 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 attem pted to provide more 
rather than few er tax expenditure estimates, so tha t necessary inform ation is available for 
those charged w ith  making policy judgm ents.

W h y Publish a Tax E xpend itu re  B udget?

A tax expenditure budget, then, is not equivalent to a comprehensive examination of the 
entire tax system. Nor does it imply judgm ents about the appropriateness of particular tax 
provisions. Its purposes are som ewhat more modest.

Tax expenditures, as we have noted, are comparable to direct governm ent expenditures in 
tha t both incur a cost to the treasury in order to accomplish public goals. But unlike direct 
expenditure programs, tax expenditures do not ordinarily require periodic appropriations.
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They may therefore remain in e ffect indefinitely, w ith  no scrutiny by policymakers of 
whether they are accomplishing a w orthw hile  purpose in a cost-e ffective  way. Indeed, 
their existence may be unknown to  all but a few . Their absence from  the appropriations 
process gives a distorted picture of the pattern of government spending and makes it 
harder for elected officia ls to make informed choices about how best to use lim ited funds.

The purpose of a tax expenditure budget is to help provide a clearer picture of the tota l 
range of government programs. A tax expenditure budget does not, by itself, force 
systematic review of tax expenditures. This can be done, fo r instance, by making tax 
expenditures expire at a certain date unless renewed (often called a "sunset" provision), or 
by incorporating the review of tax expenditures d irectly into the budget process. A tax 
expenditure budget, by contrast, is only a tool to help policymakers and the public 
understand w hat the governm ent is doing.

The value of system atic analysis of tax expenditures is gaining w ider recognition. While 
the United States government has been preparing annual tax expenditure budgets since 
1968, Canada, many other countries and an ever-increasing number of states now do so as 
well. The compilation of a Tax Expenditure Budget in M assachusetts was firs t mandated 
by Chapter 61 1 of the Acts of 1983. This legislation specifies tha t estimates of tax 
expenditures be prepared on an annual basis.

A F ram ew ork  fo r  A n a lyz in g  Tax E xpend itu res  and a S am ple  T ax E xpend itu re

The information provided in this budget, together w ith  other inform ation, can provide a 
basis for thinking about tax expenditures system atically. One way to  do this is to form a 
series of questions. The section below provides a general fram ework fo r thinking about tax 
expenditures and illustrates the use of this approach by looking at one example. We 
emphasize here tha t the example we have selected is not intended to indicate any 
judgment about this particular tax provision, but rather to illustrate the process of tax 
expenditure analysis.

Example: The Urban Job Incentive Program

In 1970 and 1977, the M assachusetts legislature authorized the Urban Job Incentive 
Program (UJIP), a special corporate excise tax credit and deduction to encourage 
businesses to locate w ith in , and employ persons from , poverty areas in the state. The 
program is only available to corporations whose eligible facilities were in development by 
January 1, 1983 and were operating by June 30, 1985. Benefits from  the program 
continue for a maximum of 10 years for a particular facility .
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The credit is equal to  the difference between the local property tax rate and the average 
statewide rate, multiplied by the assessed value of the property. The deduction is equal to 
an additional 25%  of wages (up to $5 ,000  per employee) paid to  qualified employees. 
Thus, employers are allowed a tota l deduction of 125%  of the wages of these employees.

A na lyz ing  a Tax E xpend itu re

Is there a problem the government should be addressing?

Tax expenditures seek either to encourage certain activ ities or to  aid taxpayers in special 
circumstances. The firs t point to establish is w hether a need fo r such action exists. If we 
are trying to encourage a certain activ ity , are we sure tha t it is desirable? Do we know 
that in the absence of the tax expenditure there w ill be too little  of the activ ity, and how is 
"too little " defined? Is there reason to  th ink tha t governm ent intervention w ill be effective?

Example: What problem does UJIP address?

UJIP is intended to encourage businesses to  locate in, and employ persons from, poverty 
areas in the state. This intention actually implies tw o  objectives: to encourage business 
form ation in areas where there may not be many businesses now ; and to employ people 
living in those areas, presumably those who would otherw ise be unemployed.

While these tw o  objectives are closely linked, it is possible to  achieve one w ithout 
achieving the other. For example, one m ight w ant more businesses to locate in 
economically deprived areas fo r fiscal reasons: to  help assure tha t all cities and towns in 
the Commonwealth have an adequate property tax base to  keep them from  entering a 
dow nward spiral of deterioration.

A lternatively, the primary purpose m ight be to  provide jobs fo r unemployed people. In this 
view, the program is designed to  address the problem of high unemployment in 
economically deprived areas by providing jobs nearby.

However, it is not obvious tha t developing jobs in econom ically deprived areas necessarily 
leads to the increased employment of people who live in those areas. A business could 
locate in a poverty area and not employ any local residents (although then it might not 
receive the UJIP wage deduction). Conversely, some studies have suggested that the 
location of jobs is not always im portant in determ ining unem ploym ent rates in lower- 
income neighborhoods.
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Which approach would be better: a tax expenditure or a direct expenditure?

The pros and cons to each type of assistance must be considered carefully in specific 
cases. For example, although tax expenditures are generally thought to have lower 
administrative costs, a given tax expenditure may have quite high adm inistrative costs, 
often reflected in processing and auditing costs at the Department of Revenue. Also, direct 
expenditures are usually thought to be easier to target e ffective ly, but direct expenditure 
programs often turn into general entitlem ents as the expressed need fo r assistance 
becomes more and more widespread.

It is important to remember, particularly in the case of the income tax, tha t tax expenditure 
programs, unless structured as refundable credits, cannot d irectly benefit those who do not 
pay taxes, generally the poor. One should bear in mind, too, tha t if there is no system atic 
review process set up for tax expenditures, they may be more likely than direct 
expenditures to continue after they have outlived their usefulness.

Example: Is the UJIP tax expenditure more effective than a direct expenditure?

Using a tax expenditure rather than a direct expenditure to attack the problem outlined 
above means tha t the incentives cannot a ffect corporations tha t are not currently paying 
taxes -  nonprofit corporations, corporations currently operating at a loss, and firm s tha t are 
not corporations. This does not mean that UJIP is not serving its purpose, since its 
purpose is to induce corporations to do certain things thought to be beneficial, and not to 
support certain companies. Nonetheless, a legitimate question is whether UJIP would 
serve its purpose more e ffective ly  if it also offered incentives to nonprofits, proprietorships, 
and tem porarily distressed companies.

Another issue in evaluating UJIP is the effective  targeting of benefits. UJIP tax benefits 
have been awarded fairly broadly. For example, a business can get a credit fo r locating in a 
city which contains a poverty area, even if the business itself is not located in the actual 
poverty area. Furthermore, an area may be designated a poverty area as a result of, for 
instance, a large student population. A direct expenditure program might be better 
targeted. It should also be noted tha t the adm inistrative costs of UJIP are not trivial. In 
addition to adm inistrative costs borne by the Department of Revenue, the Executive Office 
of Economic A ffa irs established a special bureau to administer the program.
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Who are the beneficiaries?

Tax expenditure programs should be evaluated in term s of w ho actually receives their 
benefits. Such an evaluation requires analysis of each tax expenditure's "incidence", that 
is, an analysis of the extent to w hich its benefits are enjoyed by the directly affected 
taxpayers and of the extent to w hich such benefits are passed on to others. The burden of 
a tax is often not carried entirely by the person on whom  the tax is levied, but is passed 
on, for instance, to customers in the form  of higher prices or to suppliers in the form of 
smaller purchases. Likewise, the benefit of a tax expenditure often is not enjoyed entirely 
by the affected taxpayer, but is passed on to those w ith  whom  the taxpayer engages in 
economic transactions. So, an evaluation of tax expenditures must ask who the intended 
beneficiaries of a particular tax  expenditure are, and to w hat extent they actually receive 
the intended benefits.

Example: Who are the beneficiaries of UJIP?

Certainly, corporations receiving the UJIP tax benefits are the direct beneficiaries of the 
UJIP program. However, it is more d ifficu lt to determine whether and to what extent they 
pass the benefits on to  poverty areas and to poverty area residents. Since location in a 
poverty area is not always required fo r a corporation to  be eligible and since residence in a 
poverty area is not always necessary fo r an employee to be certified, the indirect benefits 
may well go to people and places not intended to  receive them . Moreover, it is extremely 
d ifficu lt to determine the extent to w hich the UJIP program alters corporate location and 
employment decisions, and thus provides benefits to  com m unities and employees. If the 
program simply provides tax advantages to corporations for steps they would have taken in 
any case, the benefits of the tax expenditure w ill be enjoyed exclusively by the corporate 
taxpayer, w ith  no derivative benefits to cities or workers.

Are the benefits of the expenditure great enough to justify its continuation?

The Commonwealth cannot, of course, fund every program that m ight be desirable. For 
each, we w ant to ask, w hat are the benefits of this program, and who receives them?
How do the benefits of this program compare to  a direct expenditure program w ith similar 
purposes, or to the benefits of alternatives, such as funding some other w orthy program or 
reducing the overall tax burden? Are there unintended consequences tha t are undesirable?

It is im portant to remember tha t many M assachusetts tax expenditures arise because of 
"coupling" to the federal tax code. Often the adm inistrative costs of such a tax
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expenditure, both to  the Com m onwealth and to the taxpayer, are less than the 
administrative costs of repealing it would be. When we decouple, taxpayers must make 
separate calculations for federal and state tax purposes, and the state cannot rely on 
federal help in auditing taxpayers. Moreover, to the extent tha t other states have the same 
provision, retaining these tax expenditures helps promote a consistency among state tax 
codes tha t, particularly in the area of corporate taxation, is generally desirable.
Nonetheless, in many im portant areas, M assachusetts has chosen to  adopt its own 
approaches to tax policy, and the desirability of conform ity to  the federal standard should 
not exempt any tax expenditure from  review.

Example: What are the costs and benefits of UJIP?

In 1982, UJIP cost about $217 per certified employee. This would appear to be a very low 
cost for job creation, especially when compared w ith  the cost of unem ploym ent benefits, 
or w ith, for example, the Department of Public W elfare 's Supported W ork program, which 
cost more than $3,000  per participant in the same period. However, whether UJIP is a 
bargain depends on how  effective  the program is in accomplishing its goals. UJIP does not 
require tha t employees be unemployed prior to receiving UJIP certifica tion. Thus, 
employers can receive a subsidy fo r workers already on their payrolls. The actual benefits 
of the program, although d ifficu lt to  measure, must be considered in evaluating the tax 
expenditure.

Conclusions about Tax Expenditure Analysis

This example has been presented to illustrate the com plexity of the issues w hich are raised 
when one begins thinking about tax expenditure programs. It is im portant to recognize, as 
this example demonstrates, tha t the analytical fram ew ork usually does not produce clear 
conclusions about the appropriateness of a tax expenditure program. We do believe, 
however, tha t informed debate on these issues can help improve the policymaking process.

D escrip tion  o f th e  Data

This budget should be considered part of an ongoing e ffo rt to  list tax expenditures, 
describe their characteristics, and estimate the ir revenue costs. Each year, we attem pt 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 fo r the past tw o  years as well as fo r Fiscal Year 1996. A lthough we have
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concentrated on the revenue cost side, we have also included an appendix which shows to 
w hat extent taxpayers in various income groups take advantage of certain specific tax 

expenditures.

Information collected by the Departm ent of Revenue from  M assachusetts tax returns was, 
of course, an im portant source of data in this budget. Estimates made from these data 
tend to be the most reliable. Unfortunate ly, 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 federal code, 
since exclusions and some deductions are not reported explic itly  but are simply carried over 
to state tax calculations as part of the reporting of federal income.) In such cases we have 
had to estimate a M assachusetts figure using national tax  data, census information, sales 
statistics, and other inform ation.

You w ill note tha t in several cases, this year’s revenue estimate is very different from last 
year's. Revisions to the estimates occur for four reasons: we have new data sources, 
federal tax expenditure estimates on w hich 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 forw ard  from  a base year (which varies depending 
on the availability of data) to  Fiscal Year 1996.

Some of this year's tax expenditure estimates were developed using a new approach called 
dynamic economic im pact 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 tha t would result from  its repeal, a fter all of the economic 
effects and indirect revenue e ffects of the change have been considered. For example, the 
corporate investm ent tax credit (this year’s budget item 2 .602) directly reduces the amount 
of corporate taxes owed to  the Com m onwealth by approxim ately $59.5 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 em ploym ent, 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 estimates presented in th is year's tax expenditure budget are 
indicated w ith  a footnote.



Tax Expenditure Budget

Data L im ita tio n s

There are some additional caveats tha t the reader should keep in mind when reading this 
budget. First, although some tax expenditures use the dynamic economic im pact analysis, 
most do not. M ost revenue loss estimates have been made w ithou t 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, som ewhat less than if the level of sales fo r the 
affected items remained the same. On the other hand, some of the income not spent on 
that item might be spent on other taxable items. To the extent tha t consumers and 
businesses pay more taxes and have less income available fo r 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. The use of dynamic economic im pact analysis 
to estimate the revenue cost of tax expenditures is an im portant step tow ard addressing 
this type of issue, and in fu ture  tax expenditure budgets we w ill expand our use of this 
approach. However, we nonetheless urge caution in using the revenue loss estimates as 
direct representations of how much revenue would actually result from  repealing given 
provisions.

Second, the interaction among different 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 tha t 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 w hich may 
significantly reduce revenues available from  a tax expenditure repeal. In particular, where 
Massachusetts tax provisions are "coupled" w ith  federal tax rules, audits of M assachusetts 
taxpayers generally compare state and federal returns. If M assachusetts tax provisions 
were "decoupled," taxpayers would have to make separate calculations for M assachusetts 
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 omit those items for w hich no estimates were 
available. In consequence, particular tota ls may be substantially understated. A t the same 
time, included in the tota ls, particularly w ith  regard to the sales tax, are a number of 
substantial items tha t 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 tha t inform ation
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concerning them would be available fo r analysis. The result is tha t certain of the totals are 
higher than they would be under a more restrained analytic approach.

S um m ary  o f F ind ings fo r  th is  Y e a r's  Tax E xpend itu re  B udget:

The tax expenditure budget offers valuable insight into the significance of tax expenditures 
in the Com m onwealth 's overall budgetary policy. The tax expenditure budget itemizes 167 
distinct tax expenditures w ith  a tota l cost of $7.8 billion. The costs associated with the 
various tax expenditures vary w idely. More than a dozen items are valued at more than 
$100 million, while many others involve revenue losses of less than $100,000 each. Of 
the 167 items listed, the five most costly items from each of the three major taxes account 
for nearly tw o-th irds of the tota l revenue loss. (See Figure 1.)
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Figure 1

Largest Tax Expenditure Line Items

FY96 Percent of

Estimate All Tax

($ Millions) Expenditures

A. Sales Tax

1. N ontaxation  of C erta in  Services $1,161.9 14.9%

2. N ontaxa tion  of T rans fe rs  of Real P roperty 943.0 12.1%

3. N ontaxation  of R enta ls  o f Real P roperty 511.2 6 .5%

4. E xem ption  fo r S ales o f Food 328.8 4 .2%

5. S ales to  T ax-E xem pt O rgan iza tions 279.0 3 .6%

Subtotal $ 3 ,2 2 3 .9 4 1 .4 %

B. Personal Income Tax

1. N et E xem ption  of E m ployer C ontribu tions $472.3 6 .0%

and E arn ings of P rivate Pension Plans 

2. E xem ption  of E m ployer C ontribu tions 466.0 5 .9%

fo r M edica l Insurance  P rem ium s 
and M edica l C are

3. E xem ption  of Socia l S ecu rity  B enefits 296.7 3 .8%

4. E xem ption  of Em ployee T axes to 264.0 3 .4%

Social S ecu rity  and R ailroad R etirem ent 

5. E xem ption  of E arn ings on IRA and Keogh 180.4 2 .3%

Plans

Subtotal $ 1 ,6 7 9 .4 2 1 .5 %

C. Corporate Excise

1. A cce le ra ted  C ost R ecovery System  (ACRS) $117.3 1.5%

fo r E qu ipm ent
2. E xem ption  fo r P roperty  S ub ject to  Local 88.5 1.1%

Taxation

3. N et O pera tion  Loss (NO L) C arryover 69.0 0 .9%

4. R esearch C red it 49.9 0 .6%

5. A cce le ra ted  D eprecia tion  on B uild ings 37.6 0 .5%

(other than R enta l H ousing)

Subtotal $362.3 4.6%

TOTAL $5,265.6 67.4%



Part I: Introduction of the Tax Expenditure Budget Fiscal Year 1996

Reading the  B udget

In this document, tax expenditures and cost estim ates 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 in troductory section w ith  a description of the tax, followed 
by a listing of the tax expenditures fo r tha t tax. Each tax expenditure item includes a brief 
description, the cost estimate, a sta tu tory  c ita tion, and an indication of the tax 
expenditure's type. You w ill notice tha t the taxes on financial institu tions, 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 em ploym ent was taxed throughout the 
nineteenth century under the local property tax, it was not until 1916, under the authority 
of Article 44 of the Am endm ents to the Massachusetts C onstitu tion, tha t the 
Massachusetts personal income tax was enacted as a separate tax. Unlike m ost states 
w ith  income taxes, Massachusetts applies fla t rather than graduated rates, because A rtic le  
44 requires tha t all income of the same class be taxed at the same rate.

Generally, starting in 1988, the Massachusetts personal income tax ties into the federal 
Internal Revenue Code as it was on January 1, 1 988. 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 fo r 53.6%  of taxes collected in 
Fiscal Year 1994. Personal income tax collections fo r Fiscal Year 1996 are expected to  be 
about $6.4 billion.

Personal Inco m e  T a x : Basic S tru c tu re

Tax 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. E ffective 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 (or "Part B" income). M assachusetts 
taxpayers are entitled to  a basic personal exem ption w hich 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 fo r bare subsistence should be free from 
tax. Thus, fo r the purposes of this docum ent, these exem ptions are not listed as tax 
expenditures. In addition, taxpayers whose income is below a specified level are entitled to 
"no tax s ta tus". 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 e ffects  of adjusting the dollar 
amounts fo r the personal exem ptions and the no tax status, estim ates are provided for 
them in foo tnote  4 to  item 1.405 in the list of personal income tax expenditures.

Taxable Unit: 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.
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Rate Structure: The rate of tax on Part B "earned" taxable income is 5.95% . The rate on 
Part A "unearned" income is 12% . The d ifferentia l 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 activ ities whose income was 
subjected to the new statew ide tax were sim ultaneously exempted from  the local property 
tax in order to avoid double taxation. The rates originally established for these classes of 
income were apparently intended to approxim ate the previous statewide average burdens 
of local property taxes on the related properties and activities. Therefore, in this 
document, this d ifferential 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 Tax Rate

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, 1996 w ill be deemed to have been acquired on the later 
of January 1, 1 995 or the actual date of acquisition.

Taxable 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.

Interstate and International Aspects: 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 lim ited credit against the Massachusetts income tax 
for income taxes due to other states, the D istrict of Columbia, any territory or possession 
of the United States, or Canada or its provinces on any item of Massachusetts gross 
income.
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Computation of the Personal Income Tax
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Types o f Tax E xpend itu res  unde r th e  Personal Incom e  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 fo llow :

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 tha t 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 w hich do not reflect business 
expenses constitu te tax expenditures, w hich perm it 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 tim e earlier than such expenses would 
ordinarily be recognized under accepted accounting principles. The tota l 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 ffec t occasioning an interest-free loan from 
the state to the taxpayer.

Deductions from  Adjusted Gross Income: Taxable income results from  the subtraction of 
certain deductions and exem ptions from  AGI. Certain of these subtracted items represent 
amounts of income necessary fo r subsistence; the ir 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: Ordinarily, all "earned" income is taxed at one rate and all 
"unearned" income at another. When an item of income is taxed at a rate below the rate 
ordinarily applied to tha t class of income, a tax expenditure results. The result is 
equivalent to excluding a portion of the income from  taxation.
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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 m ust be paid. It is im portant 
to note that, 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 L is t o f Tax E xpend itu res

1.000 EXCLUSIONS FROM GROSS INCOME

1.001 Exemption of Premiums on Accident and Accidental Death Insurance2 
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: $ 0.9

1.002 Exemption of Premiums on Group-Term Life Insurance2
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: $ 1 9.0

1.003 Exemption of Interest on Life Insurance Policy and Annuity Cash Value 
Interest w hich 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: $ 104.2

2 This item and others citing this footnote cover employee fringe benefits. We accept as standard the 
following treatment 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 with 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.
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1.004 Exemption of Employer Contributions fo r Medical Insurance Premiums and 
Medical Care2
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 §§ 105 and 106 
Estimate: $ 466 .0

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.

Origin: M.G.L. c. 32 
Estimate: N.A.

1.006 Exemption of D istributions from  Certain Contributory Pension and Annuity 
Plans3
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 M assachusetts 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. (M assachusetts has not 
adopted Internal Revenue Code section 8 6 , w hich taxes some of these 
benefits if a taxpayer's income is above a certain level.)

Comment: No adjustment is made for any prior paym ents 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: $ 3.3______________ _________________________________________ _

This item and others citing this footnote cover contributory pension plans. The standard tax treatment 
of these plans as follows:
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 Tax-free to the extent they are made out of dollars previously taxed to the 
Pension Funds: employee as contributions or investment income.
The non-standard treatment 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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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: $ 26 .4

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. 
(M assachusetts has not adopted Internal Revenue Code section 8 6 , which 
taxes a portion of these paym ents where a taxpayer's income is above a 
certain level.)

Comment: The com m ent under item 1.007 applies to this item as well. 
Origin: M.G.L. c. 62, § 2 (a)(2)(H)
Estimate: $ 296.7

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 fo r employment-related injuries or 
diseases.

Origin: IRC § 104 (a)(1)
Estimate: $ 3.3

2
1.011 Exemption of Dependent Care Expenses

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 § 129 
Estimate: $6.1
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1.01 2 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 foste r care payments has been 
expanded in M assachusetts to include paym ents for foster care individuals 
age 1 9 or over.
Origin: IRC § 131 
Estimate: $ 4.2

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: negligible

1.014 Exemption of Rental Value of Parsonages2
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 fe llow ship income if the 
amounts are not compensation fo r services or fo r the payment of room, 
board or travel expenses.

Origin: IRC § 1 17 
Estimate: $8. 1

1.016 Exemption of Certain Prizes and Aw ards
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.

I - 128



The Tax Expenditure Budget

1.017 Exemption of Cost-Sharing Payments
Portions of government cost-sharing payments to assist in w ater and soil 
conservation projects are not includible in the recip ient's income.

Origin: IRC § 126 
Estimate: negligible

1.018 Exemption of Meals and Lodging Provided at W ork2
The value of meals and lodging furnished to  the employee by the employer 
on the business premises fo r the em ployer's convenience is not included in 
the income of the employee. The employer's expenses are deductible.

Origin: IRC § 1 19 
Estimate: $ 3.8

1.019 Treatm ent of Business-Related Entertainment Expenses2
W ith certain lim itations, a business may take a deduction of up to 80%  of 
the cost of business-related entertainm ent expenses. Generally, the value 
of the enterta inm ent is not taxed as income to the persons w ho benefit 
from the expenditures. The e ffect is to provide the hosts and the ir guests 
w ith  a nontaxable fringe benefit.

Origin: IRC § 162 
Estimate: $ 3.1

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.

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 exem ption may be taken 
only once.

Origin: IRC § 121 
Estimate: $ 39.4
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1.022 Nontaxation of Capital Gains at Death
Ordinarily, capital gains are taxed at the tim e appreciated property is 
transferred. However, no tax is imposed on a capital gain when 
appreciated property is transferred at death. The appreciation that 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: $ 65.1

1.023 Exemption of Interest from  Massachusetts Obligations
Interest earned on M assachusetts bonds is exem pt. The exclusion applies 
to bonds of M assachusetts agencies and local subdivisions as well.

Origin: M.G.L. c. 62, § 2 (a)(1)(A)
Estimate: $ 82.5

1.024 Exemption of Benefits and Allowances to  Armed Forces Personnel2 
Armed forces personnel can exclude from  income mustering out payments 
and compensation for service in a com bat zone. They and specified other 
U.S. government employees may exclude certain allowances and in-kind 
benefits.

Origin: IRC §§ 112-113 
Estimate: $ 4.9

1.025 Exemption of Veterans' Pensions, D isability Compensation and G.l. 
Benefits
These veterans' benefits are not taxed.

Origin: 38 U.S.C. § 5301 
Estimate: $ 1 5.0

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 tha t is paid on the basis of 
disability may also be excluded.

Origin: IRC § 104(a)(4)
Estimate: $ 0 .4
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1.027 Exemption of Compensation to  Massachusetts-Based Nonresident M ilitary 
Personnel
Compensation paid by the U.S. to  nonresident uniform ed m ilitary personnel 
on duty at bases w ith in  M assachusetts fo r services rendered while on 
active duty is defined as compensation from  sources outside 
M assachusetts. It is therefore not taxed.

Comment: This tax treatm ent fo llow s U.S. s ta tu tory  law.
Origin: 50 U.S.C. App. § 574; M.G.L. c. 62, § 5A(c)
Estimate: $ 13.2

1.028 Exemption fo r Taxpayers Killed in M ilitary Action or by Terrorist A c tiv ity  
Massachusetts residents who die in com bat 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 exem pt from 
income taxation.

Comment: This provision is retroactive to  calendar year 1987.
Origin: M.G.L. c. 62, § 25 
Estimate: negligible

1.100 DEFERRALS OF GROSS INCOME

1.101 Net Exemption of Employer Contributions and Earnings of Private Pension 
Plans3
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 M assachusetts are taxable when paid 
out. The value of the tax deferral on contributions and on the investm ent 
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: $ 472 .3

1.102 Treatm ent of Incentive Stock Options
M assachusetts has adopted the federal rules for employee stock options. 
Generally, employers may offer employees options to  purchase at a later 
date com pany stock at a price equal to  the fair market value of the stock 
when the option was granted. A t the tim e employees exercise the option, 
they do not include in income the difference between the fair market value 
and the price they pay. If they later sell the stock, they are taxed on the
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amount by which the price they receive for 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 differ only slightly in M assachusetts. Therefore, the 
revenue effect is negligible.

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 p ro fit 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 Plans3
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 retirem ent, paym ents 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: $ 1 80.4

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 two-year period by the purchase of a new residence, gain is 
recognized only to the extent tha t 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 com puting 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 that do not qualify fo r deferral.

Origin: IRC § 1034 
Estimate: $ 60.2

1.106 Nontaxation of Capital Gains at the Time of G ift
Ordinarily, capital gains are taxed at the tim e appreciated property is 
transferred. However, no tax is imposed on a capital gain when
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appreciated property is transferred by g ift. The taxation of appreciation is 
deferred until the recipient transfers the property.

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 com puting 
"unearned" income. The result of the deduction is to tax net capital gains 
at an e ffective  rate of 6% .

Comment: E ffective 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.) w ill 
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: $ 82.5

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, w hich is taxed as "unearned" income. Any excess net 
capital loss may be carried forw ard  to  succeeding years and applied to 
such income, up to  $1 ,000  per year, to the extent there is no net capital 
gain fo r the year. Net capital losses are carried over to succeeding years, 
where they can be used to  o ffse t any capital gains. Normally, losses can 
only be used to o ffse t 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 § § 6 1 3  and 61 3A in e ffec t January 1, 1985 
Estimate: $ 1 . 6
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1.204 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. 62, § 3 (B)(a)(10)
Estimate: N.A.

1.300 ACCELERATED DEDUCTIONS FROM GROSS INCOME

1.301 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 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 permitted. 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 § 168(b)
Estimate: $ 4.6

1.302 Accelerated Depreciation fo r Rehabilitation of Low-Income Housing 
Landlords and other investors in low-incom e 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 § 167(k)
Estimate: negligible

1.303 Accelerated Depreciation on Buildings (Other Than Rental Housing) 
Individuals in a trade or business (or investors) may use accelerated 
methods of depreciation fo r buildings. C onstruction may be depreciated 
under methods w hich 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
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than rental housing) placed in service after 1987 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 §§ 1 6 7 (j) and 168(b)
Estimate: $ 1.0

1.304 Accelerated Cost Recovery System (ACRS) fo r Equipment
For depreciable tangible personal property placed in service after 1980, 
capital costs m ust be recovered using the Accelerated Cost Recovery 
System (ACRS) w hich applies accelerated methods of depreciation over set 
recovery periods. For property placed in service after 1987,
M assachusetts has adopted the Modified Accelerated Cost Recovery 
System (MACRS), w hich generally uses double declining balance 
depreciation over specified periods tha t are substantially shorter than 
actual useful lives (200%  declining balance fo r 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: $ 25.1

1.305 Deduction fo r 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: $ 0 .6

1.306 Five-Year Am ortization 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
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1.307 Five-Year Am ortization of Certain Operating Rights
Individuals in a trade or business (or investors) may amortize over five 
years the cost of bus route, fre ight forw arding 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 A ct of 1986, § 243 
Estimate: negligible

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 som ewhat more liberal than those tha t apply to corporations.

Origin: IRC §§ 263(c), 616 and 617 in e ffect January 1, 1985 
Estimate: $ 0.8

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 . 3

1.310 Five-Year Am ortization of Pollution Control Facilities
Individuals in a trade or business (or investors) may elect to amortize the 
cost of a certified pollution control fac ility  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.
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1.31 1 Seven-Year Am ortization 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: negligible

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 farm ing 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 w ater conservation if they are consistent w ith  a federal- or state- 
approved plan. Generally, these special rules are not available to farm ing 
corporations and syndicates.

Origin: IRC §§ 175, 180 and 182 and Reg. §§ 1.61-4, 1 .162-12 and 
1.471-6
Estimate: $ 0 .3

1.400 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 system s are deductible against "earned" income up to a 
maximum of $2 ,000  per individual.

Comment: The estimate also covers item 1.402 below.
Origin: M.G.L. c. 62, § 3B(a)(3)
Estimate: $ 264.0

1.402 Deduction for Employee Contributions to  Public Pension Plans3 
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
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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  fo r a married couple filing jo intly if both 
spouses are age 65 or over).

Origin: M.G.L. c. 62, §§ 3B(b)(1)(C) and (2)(C)
Estimate: $ 1 1 . 0

1.404 Additional Exemption for the Blind
A blind taxpayer is allowed an additional exem ption against "earned" 
income of $2,200 ($4 ,400  for a married couple filing jo in tly  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 Income4
Taxpayers are allowed an additional exem ption of $1,000 for a dependent 
child even when the child earns income against w hich a $2,200 personal 
exemption can be taken.

Comment: The estimate cannot be separated from  the figure for the 
dependents exemption in foo tnote  4.
Origin: IRC § 1 51 (c) in e ffect January 1, 1 988 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 jo in tly  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

1.407 Personal Exemption for Students Age 19 or Over
A taxpayer may claim a dependent exem ption of $1,000  for a child who is 
a full-tim e student even if he or she is 1 9 or over.

Origin: IRC § 151(c) in e ffect January 1, 1988 and M.G.L. c. 62 § 3B(b)(3) 
_________Estimate: $ 6.0______________________________________________ _

4 Estimates 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 12.0
Personal exemption for married couples: $279.0
Personal exemption for married taxpayers filing separately: $6.0
Dependents exemption: $83.0
Personal exception for heads of households: $12.7
No tax status/Limited income credits :$141.1
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1.408 Deduction fo r 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 fo r 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 w hich qualify for the 
credit.

Comment: For federal tax purposes, the requirement tha t em ploym ent- 
related child care expenses relate only to children under age 1 5 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 lim itation amount of qualifying expenses.
Origin: IRC § 21, in e ffec t January 1, 1988 and M.G.L. c. 62, § 3B(a)(7) 
Estimate: $ 1 5.0

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: $ 27.4

1.411 Rent Deduction
Renters may deduct against "earned" income one-half of the rent paid for a 
principal residence located in M assachusetts, up to  a maximum of $2,500 
per year.

Origin: M.G.L. c. 62, § 3B(a)(9)
Estimate: $ 92.0

1.412 Nontaxation of Charitable Purpose Income of Trustees, Executors or 
Adm inistrators
The adjusted gross income of trustees, executors or adm inistrators which 
is currently payable to  or irrevocably set aside for public charitable 
purposes is tax-exem pt.
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Origin: M.G.L. c. 62, §§ 3A(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 jo int return) of interest from  savings deposits or 
savings accounts in M assachusetts banks is excluded from  "earned" 
income.

Origin: M.G.L. c. 62, § 3B(a)(6)
Estimate: $ 1 3.0

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: $ 169.6

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, 1  988 and before January 1, 1991 is lim ited to 25%  of the cost of a 
renewable energy source up to a maximum of $ 1,000. A fte r 1 990 the 
credit will be further limited to  1 5%  w ith  the same $ 1 ,000 cap.
Origin: M.G.L. c. 62, § 6 (d)
Estimate: negligible

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: $ 7.7
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1.603 Economic Opportunity Area Credit
Businesses investing in qualified property in an Economic O pportunity Area 
are entitled to a credit against tax of 5% of the cost of the property. To 
qualify for this credit, the property m ust 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.

KEY: ORIGIN
IRC Federal Internal Revenue Code (26 U.S.C.)
U.S.C. United States Code
M.G.L. M assachusetts General Laws
Rev. Rul.; C.B. Revenue Ruling; Cumulative Bulletin of the U.S.
Treasury
ESTIMATES
All estimates are in $ millions.
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Part III: The Corporate Excise and Other Business Excises

In 1780, the M assachusetts C onstitution gave to  the General Court the power to levy 
"reasonable duties and excises upon any produce, wares, merchandise and com m odities 
brought into, produced, manufactured, or being w ith in  the C om m onw ealth .”

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 w orth) and on net income.

In 1962, the corporate excess measure was repealed. The tax is now levied on tangible 
property or net w orth  (depending on the mix of property held by the corporation) and on 
net income.

Revenues brought in by the corporate excise represented 7.4%  of to ta l tax revenues for 
Fiscal Year 1 994. The tax ranked third in Fiscal Year 1 994, after the individual income tax 
and sales and use tax, in amounts collected. Corporate excise collections for Fiscal Year 
1996 are expected to be about $859 million.

C orporate  Excise Basic S tru c tu re

Tax Base: Generally, corporations doing business in M assachusetts are subject to  a tax 
based on net income and on either tangible property or net w orth . Together, these tw o  
measures of tax constitu te  the corporate excise.

The net income measure of the tax is based on gross income for federal tax purposes w ith  
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 fo r depreciation deductions, the basic structure would allow the cost of property 
to be w ritten  o ff over its useful life. However, rules w hich allow accelerated depreciation 
deductions are listed as tax expenditures.

Corporations whose qualifying tangible assets in M assachusetts equal or exceed 10% of 
their qualifying tota l 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 w orth  basis.

Banks, security corporations, u tility  corporations, and insurance companies are taxed in a 
d ifferent 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
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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.

Taxable Unit: A corporation is a taxpayer separate and d istinct 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 w orth  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 paym ents are made every three months during the 
taxable year. Federal accounting periods and methods have been adopted. Net operating 
loss carry-forwards fo r losses sustained in tax years ending on or after December 31, 1989 
are allowed. Qualifying losses may be carried forw ard  fo r 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 ithou t any phase-in provisions.

Interstate and International Aspects: All dom estic corporations are subject to the corporate 
excise by reason of corporate existence at any tim e during the taxable year. Foreign 
corporations doing business w ith in  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 form ula based on the proportions of corporate real 
and tangible personal property, payroll, and sales tha t are located in Massachusetts. Under 
certain circumstances, taxpayers may petition for, or the Commissioner may impose, 
alternate methods of accounting to re flect more fa irly  a taxpayer's income from business 
operations in Massachusetts.

Types o f Tax E xpend itu res  under th e  C o rp o ra te  E xcise :

As w ith  the personal income tax, the basic structure of the corporate excise is subject to 
several d ifferent types of m odifications tha t 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 tha t 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
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Computation of M assachusetts Business Corporation Excise

G r o s s  R e c e i p t s  o r  S a l e s

I
L e s s  C o s t  o f  G o o d s  S o ld

I
G r o s s  P r o l i t

1
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I
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M a s s a c h u s e t t s  T a x a b l e  I n c o m eI
A p p l y  T a x  R a t e  o f  9 . 5 %

1
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P r o p e r t y  o r  N e t  W o r t h

I
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___________I
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\
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expenditure in the form of an interest-free loan from  the state to the taxpayer in the 
amount of the tax payment tha t 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, constitu te  tax expenditures, w hich 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 e ffect occasioning an interest- 
free loan from the state to the taxpayer.

Adjustments to Apportionm ent Formula: In the case of a business tha t earns income both 
inside and outside the Commonwealth, an apportionm ent form ula is used to determine 
what portion of the total business income to allocate to  M assachusetts for calculation of 
the corporate excise. When the standard form ula is adjusted to reduce the apportionment 
factor for certain businesses, a tax expenditure results. The practical effect 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: A fter a corporation's basic tax liab ility 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 
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 investm ent income goes untaxed, tax 
expenditures result.
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C orporate  Excise L is t o f T ax  E xpend itu res

2.000 EXCLUSIONS FROM GROSS INCOME

2.001 Small Business Corporations
Certain corporations w ith  no more than 35 shareholders may elect to be 
taxed, fo r both federal and state tax purposes, as "small business 
corporations" or "S corporations." The earnings of an S corporation w ith  
tota l receipts of less than $6 million are not generally subject to taxation 
at the corporate level. S corporations w ith  tota l 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 w hich income is taxed to a C 
corporation and its shareholders and an S corporation and its shareholders 
constitu tes a tax expenditure. M assachusetts firs t adopted this 
preferential treatm ent 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: $ 14.9

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.
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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.

2.100 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 
portion of their net income w hich is set aside fo r construction, 
modernization and major repair of ships.

Origin: 46 U.S.C. § 1 1 7 7  and IRC § 7518 
Estimate: $0.2

2.200 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 ith o u t the deductions. There is a 
carryover of excess contributions available for five  succeeding taxable 
years.

Origin: IRC § 170 
Estimate: $7.7

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 O ffice of Economic A ffa irs as operating 
in a poverty area may deduct an additional 25%  of a portion of 
compensation paid to  their employees w ho live in a poverty area. The 
e ffect of the provision is to allow  businesses to  deduct 1 25%  of the 
wages of these employees.

Origin: M.G.L. c. 63, § 38F 
Estimate: negligible
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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 lim ited to a percentage of the net 
income during a phase-in period of four years beginning w ith  the deduction 
limited to 25%  of net income in 1990; 50%  in 1991; 75%  in 1992; and 
100% in 1993 and thereafter. Certain new ly organized corporations may 
take a loss carry-over deduction of up to  1 0 0 % of net income during the 
firs t five years of their existence.
Origin: IRC § 172 and M.G.L. c. 63, § 305(b) and (ii)
Estimate: $69.0

2.204 Excess Natural Resource Depletion A llowance
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, 
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 investm ent income. 
Under generally accepted rules for taxing corporations, dividends paid to 
shareholders cannot be deducted by the corporation.

Origin: IRC §§ 1381-1388 
Estimate: negligible
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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 fo r this deduction, renovation costs 
must relate to buildings designated as abandoned by the Economic 
Assistance Coordinating Council.

Origin: M.G.L. c. 63, § 3 8 0  
Estimate: N.A.

2.300 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.

Origin: IRC § 1 68 
Estimate: $8.4

2.302 Accelerated Depreciation fo r Rehabilitation of Low-Income Housing 
Expenditures made for the rehabilitation of low-incom e 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 fo r the deduction cannot exceed 
$20,000 per unit, though they m ust 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 otherw ise would be depreciable over a longer period 
amounts to a deferral of tax or an interest-free loan.

Origin: IRC § 167(k)
Estimate: negligible
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2.303 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 
w hich would otherw ise have to  be capitalized and depreciated over a 
longer period results in a deferral of tax or an interest-free loan.

Origin: IRC § 190 
Estimate: $0.6

2.304 Five-Year Am ortization 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 fo r 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 fo r a deferral 
of tax or an interest-free loan.

Origin: IRC § 1 95 
Estimate: $0.3

2.305 The Accelerated Cost Recovery System (ACRS) fo r Equipment
For depreciable tangible personal property placed in service after 1980, 
capital costs m ust be recovered using the federal Accelerated Cost 
Recovery System (ACRS) w hich applies accelerated methods of 
depreciation over set periods. For property placed in service after 1986, 
the Federal Tax Reform A c t of 1986 prescribes revised ACRS depreciation 
schedules, generally using double-declining balance depreciation over 
specified periods tha t are substantially shorter than actual useful lives.
The excess of accelerated depreciation over w hat is considered to be 
normal depreciation fo r tangible personal property (double-declining 
balance over expected useful lifetimes) is a tax expenditure.

Origin: IRC § 1 68 
Estimate: $ 1 17.3
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2.306 Deduction for Excess First-Year Depreciation
Taxpayers may elect to expense certain business assets purchased during 
the taxable year. The tota l deduction cannot exceed $17,500; for 
taxpayers whose investm ent in eligible assets exceeds $200,000 in the 
year, the $17 ,500  ceiling is reduced by $1 fo r 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 § 179 
Estimate: $0.8

2.307 Accelerated Depreciation on Buildings (other than Rental Housing) 
Construction may be depreciated under methods w hich produce faster 
depreciation than economic depreciation. The precise rules have been 
changed repeatedly in recent years by revisions o f 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: $37.6

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 otherw ise 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 § 174 
Estimate: $36.9
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2.309 Expensing Exploration and Development Costs
Certain capital costs incurred in bringing a know n mineral deposit into 
production are deductible in the year incurred. A portion of dom estic 
mining exploration costs can also be expensed, although they w ill be 
recaptured if the mine reaches the production stage. Certain intangible 
drilling and developm ent costs of dom estic 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  w hich they are 
properly chargeable. The immediate expensing of these costs, w hich 
would otherw ise 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: $0.2

2.310 Five-Year Am ortization of Certain Operating Rights
Certain bus, trucking and shipping companies may amortize over a five- 
year period the cost of bus route, fre ight forw ard ing and certain other 
operating rights tha t have lost their economic value due to federal 
deregulation of these industries. The five-year amortization of these 
costs, w h ich  would otherw ise be capitalized and recovered upon the sale 
of the business, results in a deferral of tax or an interest-free loan.

Origin: Tax Reform A c t of 1986, § 243 
Estimate: negligible

2.311 Five-Year Am ortization of Pollution Control Facilities
Taxpayers may elect to amortize the cost of a certified pollution control 
fac ility  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 tha t were in operation before 1976. The 
excess of accelerated recovery over depreciation deductions otherw ise 
allowable results in a deferral of tax or an interest-free loan.

Origin: IRC § 1 69 
Estimate: N.A.
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2.312 Expensing Certain Expenditures for A lternative Energy Sources
In determining net income, a corporation may elect to take an immediate 
deduction for expenditures made for certain solar or wind powered 
systems or units located in M assachusetts and used exclusively in the 
business, in lieu of all other deductions and credits including the deduction 
for depreciation. W ithout 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: negligible

2.313 Seven-Year Am ortization fo r 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 tim ber is sold. The accelerated cost 
recovery results in a deferral of tax or an interest-free loan.

Origin: IRC § 1 94 
Estimate: negligible

2.400 ADJUSTMENTS TO APPORTIONMENT FORMULA

2.401 Double W eighting of Sales
Exporters benefit from  the form ula used to compute the net income and 
property taxable in M assachusetts of corporations w ith  sales both inside 
and outside the state. The formula doubles the w eight of sales. Doubling 
the weight of sales places a disproportionate amount of exporters' income 
outside the jurisdiction of the state taxing authority.

Comment: In listing this item, it is assumed tha t a standard 
apportionment formula gives equal w eight to  sales, property and payroll. 
Origin: M.G.L. c. 63, § 38 (c)
Estimate: $20.0
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2.500 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, § 38H(f)
Estimate: negligible

2.502 Exemption fo r Property Subject to  Local Taxation
In com puting the state corporate excise on tangible property, property 
subject to tax at the local level is exem pt. Generally, the state taxes only 
the machinery of manufacturing corporations and exem pts business real 
estate and tangible personal property.

Comment: For purposes of estimating revenue loss from  this tax 
expenditure the s ta te 's  rate on property, $2.60 per $ 1,0 0 0 , has been 
applied. It should be noted tha t the tax burden on property taxed at the 
state level under the corporate excise is less than a fifth  of the average 
burden on property taxed locally.
Origin: M.G.L. c. 63, § 30(7)
Estimate: $88.5

2.600 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 statew ide property tax rate, 
multiplied by the assessed value of the corporation 's real estate, and 
divided by $ 1,0 0 0 .

Origin: M.G.L. c. 63, § 38E 
Estimate: $0.3
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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 fo r investm ents 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: M otor vehicles and trailers subject to  the motor vehicle excise 
no longer qualify for the credit.
Origin: M.G.L. c. 63, § 31A 
Estimate: $22.4 '

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 Com m onwealth for employee transportation.

Origin: M.G.L. c. 63, §§ 31D, 31E, and 31F 
Estimate: $ 0.8

2.604 Research Credit

Corporations are entitled to a credit against tax fo r 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 paym ents, in excess of a base 
amount. The credit is limited to the firs t $25 ,000  of excise plus 75% of 
any excise in excess of $25,000. Unused credits may be carried over to 
subsequent years.

Origin: M.G.L. c. 63, § 38M 
Estimate: $49.9

This estimate takes into account the dynamic economic effects of this tax expenditure. For further 
information, see the Introduction.
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2.605

2.700

2.701

2.702

2.703

Economic O pportunity Area Credit
Businesses investing in qualified property in an Economic opportun ity Area 
are entitled to  a credit against tax of 5%  of the cost of the property. To 
qualify fo r this credit, the property m ust be used exclusively in a certified 
project in an Economic O pportunity Area. To be certified, a project m ust 
be approved by the Economic Assistance Coordinating Council.

Origin: M.G.L. c. 63, § 38N 
Estimate: N.A.

ENTITY EXEMPT FROM TAXATION

Exemption of Credit Union Income
Credit unions, w hich are in e ffec t mutual business organizations, are 
considered tax-exem pt organizations fo r federal income tax purposes and 
therefore are exem pt 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: $4.3

Tax-Exempt Organizations
Corporations considered to  be tax-exem pt under section 501 of the 
Internal Revenue Code (such as religious, scientific and educational 
organizations) are exem pt 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.

Exemption for Regulated Investm ent Companies 
Corporate Regulated Investm ent Companies are exem pt from  the 
corporate excise. The nontaxation of the ir net income and property 
creates a tax  expenditure.

Origin: M.G.L. c. 63, §§ 30 and 38B 
Estimate: N.A.
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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 com m odity. 
These special excises have not been included in this tax expenditure budget.

The Massachusetts sales and use tax, firs t imposed in 1966, is levied at a rate of 5% . The 
sales tax applies to sales made w ith in  the state, and the use tax to property and services 
purchased outside of M assachusetts but intended for use w ith in  the state.

Revenues brought in by the sales and use tax represented 21.7%  of to ta l tax revenues for 
Fiscal Year 1994. The tax ranks second, after the individual income tax, in amounts 
collected. Sales and use tax collections for Fiscal Year 1996 are expected to be about $2.6 
billion.

Sales and Use Tax Basic S tru c tu re

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 w hat a retail sale is, lim iting the term to sales to final consumers, i.e , 
individuals. Others would include sales to businesses, especially in instances where the 
purchase w ill not become an ingredient or com ponent in a product to be sold. In an e ffo rt 
to acknowledge both theories, we w ill simply list the various exemptions under the sales 
tax. Some or many of these exem ptions would be considered to be properly excluded from  
the tax base depending upon one’s point of view.

In addition, we have included the nontaxation of real estate sales and rentals and sales of 
certain services. These items are not covered by specific exem ptions, rather, they are not 
taxed because the statu te  lim its the tax to sales and rentals of tangible personal property 
and certain specified services. However, many would see these transactions as properly 
taxable under a retail sales tax.

Taxable Unit: The sales and use tax is an in rem tax; tha t 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 tim e of sale or use and rem itted at specified 
intervals by the vendor.
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Sales and Use Tax COMPUTATION OF MASSACHUSETTS SALES AND USE t a v  
BY VENDOR* IAX

Gross Receipts 
From Taxable SalesI

Apply 5% TaxI
Sales Tax

* A purchaser is also responsible for paying use tax directly to the Commonwealth on the sales price of 
taxable property or services purchased out-of-state and stored, used, or otherwise consumed in the 
Commonwealth, provided that 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 exem pt and im ports are taxable 
under either the sales or the use tax. Similarly, taxable services performed in the 
Commonwealth but used outside of the Com m onwealth are exem pt from  sales tax. 
Statutory exemptions fo r exports of property and for services used outside of the 
Commonwealth are therefore not listed as tax expenditures.

Types o f Tax E xpend itu res  under th e  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, w ho the seller is, 
what the product or service is, w hat the product or service w ill be used for, etc. - but 
structurally all such tax expenditures operate in the same way. Hence, we have om itted 
the designation of tax expenditure types from the descriptions in this section.

Sales and Use Tax L is t o f Tax E xpend itu res

3.000 EXEMPT ENTITIES

3.001 Exemption for Sales to the Federal Government
Sales to the federal government are exem pt from  sales tax.

Comment: Data was not available for a revenue estimate.
Origin: M.G.L. c. 64H, § 6(d)
Estimate: N.A.

3.002 Exemption fo r Sales to the Commonwealth
Sales to the Com m onwealth, its agencies and political subdivisions are 
exempt from sales tax.

Comment: Data was not available for a revenue estimate. However, it 
should be noted tha t if these sales were taxed, the resulting revenues 
would go 60%  to the general fund and 40%  to  cities and tow ns.
Origin: M.G.L. c. 64H, § 6(d)
Estimate: N.A.
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3.003 Exemption for Sales to  Tax-Exempt Organizations
Non-profit organizations are exem pt from sales tax on purchases of goods 
and services to be used in carrying out their tax-exem pt purposes.

Comment: This estimate excludes sales of building materials and supplies 
used in construction contracts, w hich are covered under item 3.412.
Origin: M.G.L. c. 64H, § 6 (e) and (x)
Estimate: $ 279.0

3.100 EXEMPT PRODUCTS/SERVICES

3.101 Exemption fo r Food
Food for human consumption is exem pt from sales tax, including food 
purchased w ith  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. 64FI, § 6(h) and (kk)
Estimate: $ 328.8

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 w hich 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 fo r Clothing
Sales of clothing or foo tw ear up to $175 per item are exem pt from sales 
tax. The exemption does not include special clothing or foo tw ear designed 
for athletic or protective uses and not normally worn except for these uses.

Origin: M.G.L. c. 64H, § 6(k)
Estimate: $204.1 1

This estimate takes into account the dynamic economic e ffects  of th is tax expenditure. For further 
information, see the introduction
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3.104

3.105

3.106

3.107

3.108

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 exem pt from  sales tax.

Comment: Data was only available fo r some of the exem pt items.
Origin: M.G.L. c. 64H, § 6(l) and (z)
Estimate: $76.9

Exemption for W ater
Sales and service of w ater are exem pt from  sales tax.

Origin: M.G.L. c. 64H, § 6(i)
Estimate: $ 22.0

Exemption for Newspapers and Magazines 
Newspapers and magazines are exem pt from  sales tax.

Origin: M.G.L. c. 64H, § 6(m)
Estimate: $ 42.6

Exemption for the American Flag
The American flag is exem pt from  sales tax.

Origin: M.G.L. c. 64H, § 6(w)
Estimate: N.A.

Exemption for Certain Precious Metals
Sales valued at $1,000 or more of the fo llow ing precious metals are 
exempt from the sales tax: rare coins of num ismatic value; gold or silver 
bullion or coins; and gold or silver tender of any nation except the Republic 
of South A frica or Namibia w hich is traded and sold according to  its value 
as precious metal. Fabricated precious metals w hich have been processed 
or manufactured for industrial, professional, or artistic use do not qualify 
for the exemption.

Origin: M.G.L. c. 64H, § 6(H)
Estimate: N.A.
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3.109 Exemption for Cement Mixers
Concrete mixing units mounted on the back of trucks are exempt from 
sales tax. Spare parts fo r such units are also exem pt. (The truck chassis is 
subject to sales tax.)

Origin: M.G.L. c. 64H, § 6(y)
Estimate: negligible

3 .110 Exemption for Fertilizers, Insecticides and Fungicides 
Fertilizers, insecticides and fungicides are exem pt from  sales tax.

Origin: M.G.L. c. 64H, § 6(p)
Estimate: $ 0.8

3.11 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 .200  EXEMPT, TAXED UNDER ANOTHER EXCISE

3.201 Exemption for A lcoholic 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 approxim ately 1 % on cider and 2% on beer.

Comment: Revenues collected under the alcoholic beverages excise for 
Fiscal Year 1994 were $60.2 million.
Origin: M.G.L. c. 64H § 6(g)
Estimate: $ 85.5

3.202 Exemption for M otor Fuels

M otor fuels are exempt from  sales tax. They are subject to an excise at a 
rate higher than 5% of the retail price.
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Comment: The estimate represents revenues tha t would be collected 
under the sales tax if all m otor fuels were taxed at 5% . Under the motor 
fuels and special fuels excises, revenues fo r Fiscal Year 1993 were $557.2  
million. The Massachusetts m otor 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: $163.1

3.300 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: $ 2.0

3.302 Exemption for Materials, Tools, Fuels and Machinery Used in M anufacturing 
Materials, tools, fuels and machinery, including spare parts, used in 
m anufacturing are exem pt from sales tax if they become com ponents of a 
product to be sold or are consumed or d irectly used in the m anufacturing 
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: $ 152.8

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 m anufacturing or research and 
development corporations are exem pt from sales tax.

Origin: M.G.L. c. 64H, § 6(r) and (s)
Estimate: $ 1 9.3

3.304 Exemption fo r Materials, Tools, Fuels and Machinery Used in Furnishing 
Power to Consumers

I - 165



Part IV: Sales and Use Tax Fiscal Year 1996

Materials, tools, fuels and machinery, including spare parts, used in 
furnishing gas, water, steam, or e lectric ity  to consumers through mains, 
lines or pipes are exem pt 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: $ 75.5

3.305 Exemption fo r 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 d irectly used in furnishing the power.

Origin: M.G.L. c. 64H, § 6(r) and (s)
Estimate: $ 18.7

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 d irectly used in newspaper 
publishing.

Comment: The estimate below excludes fuel inputs w hich are included in 
items 3 .401, 3 .402 and 3.403.
Origin: M.G.L. c. 64H, § 6 (r) as interpreted by the Superior Judicial Court 
in Globe Newspaper v. Commissioner of Revenue, 410  Mass. 188 
(5/20/91)
Estimate: $ 16.2

3.307 Exemption for Certain Items Used in the M anufacturing of Cast Metal 
Products

Patterns, molds, dies, tools, sandhandling equipment and machinery, 
including spare parts, used exclusively in the m anufacturing of cast metal 
products are exempt from sales tax.

Comment: To the extent the exem ption covers machinery used in 
manufacturing, the estimate is included in item 3 .302.
Origin: M.G.L. c. 64H, § 6(ee)
Estimate: N.A.
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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 exem pt from sales tax if they become 
components of products to  be sold or are consumed or d irectly used in 
agricultural production. The exemption includes the same items when used 
for the production of livestock, poultry and animals in research.

Origin: M.G.L. c. 64H, § 6(r) and (s)
Estimate: $ 3.0

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 exem pt from  sales tax if they become components 
of a product to be sold or are consumed or d irectly used in commercial 
fishing.

Origin: M.G.L. c. 64H, § 6(r) and (s)
Estimate: $ 1 . 6

3.400 EXEMPTIONS FOR SPECIFIED USES OF PRODUCTS/SERVICES

3.401 Exemption for E lectricity
Residential e lectric ity, e lectric ity  purchased by businesses w ith  five  or 
few er employees and e lectric ity  purchased for qualified industrial use are 
exempt from sales tax.

Origin: M.G.L. c. 64H, § 6(i) and (qq)
Estimate: $ 110.0

3.402 Exemption for Fuel Used for Heating Purposes
Residential heating fuel, heating fuel purchased by businesses w ith  five or 
few er employees and heating fuel purchased fo r qualified industrial use are 
exempt from sales tax.

Origin: M.G.L. c. 64H, § 6(j) and (qq)
Estimate: $ 53.4
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3.403 Exemption fo r Piped and Bottled Gas
Residential gas, gas purchased by businesses w ith  five or few er employees 
and gas purchased fo r qualified industrial use are exem pt from  sales tax.

Origin: M.G.L. c. 64H, § 6(i) and (qq)
Estimate: $ 55.0

3 .404  Exemption fo r Steam
Residential steam, steam purchased by businesses w ith  five or few er 
employees and steam purchased fo r qualified industrial use are exempt 
from sales tax.

Origin: M.G.L. c. 64H, § 6 (i) and (qq)
Estimate: $4.0

3 .405 Exemption fo r Certain Energy Conservation Equipment
Equipment fo r a solar, w ind or heat pump system  used as a primary or 
auxiliary energy source in a principal residence is exem pt from  sales tax.

Comment: Data was only available fo r solar and w ind equipment.
Origin: M.G.L. c. 64H, § 6(dd)
Estimate: negligible

3 .406  Exemption fo r Funeral Items
Coffins, caskets and other funeral items are exem pt from  sales tax.

Origin: M.G.L. c. 64H, § 6(n)
Estimate: $ 5.0

3 .407 Exemption for a M otor Vehicle fo r a Paraplegic
A motor vehicle owned and registered fo r the personal use of a paraplegic 
is exempt from sales tax.

Origin: M.G.L. c. 64H, § 6(u)
Estimate: $ 0.6

3 .408  Exemption for Textbooks

Textbooks and other books required fo r instruction in educational 
institu tions are exem pt from  sales tax.

Origin: M.G.L. c. 64H, § 6(m)
Estimate: $ 9.0
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3.409 Exemption for Books Used fo r Religious W orship
Bibles, prayer books and other books used fo r religious worship are exem pt 
from sales tax.

Origin: M.G.L. c. 64H, § 6(m)
Estimate: N.A.

3.410 Exemption for Containers
Most containers are exem pt from  sales tax. These include sales of em pty 
returnable and non-returnabie containers to  be filled and resold, containers 
whose contents are exem pt from  the sales tax and returnable containers 
when sold w ith  the contents or resold fo r refilling.

Origin: M.G.L. c. 64H, § 6(q)
Estimate: $ 88.1

3.411 Exemption for Certain Sales by Typographers, Compositors Color 
Separators
Sales by typographers, com positors or color separators of composed type, 
film positives and negatives and reproduction proofs, or transfers of such 
items to a printer, publisher, or m anufacturer of folding boxes for use in 
printing, are exem pt 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 w ith  Certain Construction Contracts
Materials and supplies used in connection w ith  construction contracts w ith  
the United States and Massachusetts and its subdivisions are tax exem pt 
where the construction is for public purposes. Materials and supplies used 
in connection w ith  construction contracts w ith  a tax-exem pt organization 
are tax exem pt where the construction is to  be used exclusively in carrying 
out the organization's charitable purpose. The exem ption includes rentals of 
equipment as well.

Origin: M.G.L. c. 64H, § 6(f)
Estimate: $73.2

3.413 Exemption fo r Plants and Seeds
Plants and parts of plants suitable for planting to  produce food fo r human 
consum ption are exem pt from  sales tax.
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Origin: M.G.L. c. 64H, § 6(p)
Estimate: $0.4

3 .414  Exemption fo r Feed
Feed for livestock and poultry to be sold or to be used for human 
consumption or research and feed fo r pelt-producing animals, is exempt 
from  sales tax.

Origin: M.G.L. c. 64H, § 6(p)
Estimate: $ 1 . 8

3.415 Exemption fo r Livestock and Poultry
Livestock and poultry of a kind which ordinarily constitu tes human 
consumption are exem pt from  sales tax.

Origin: M.G.L. c. 64H, § 6(p)
Estimate: N.A.

3 .416 Exemption for Commercial Fishing Vessels
Vessels, machinery, equipment and spare parts used exclusively in 
commercial fishing are exem pt from  sales tax.

Origin: M.G.L. c. 64H, § 6(o)
Estimate: $ 1.0

3 .417 Exemption fo r Commuter Boats
Vessels, materials, tools, repair and spare parts used exclusively to provide 
scheduled commuter passenger service are exem pt from  sales tax.

Origin: M.G.L. c. 64H, § 6(pp)
Estimate: N.A.

3 .418 Exemption for Fuels, Supplies and Repairs fo r Vessels Engaged in Interstate 
or Foreign Commerce

Fuels, supplies and repairs fo r vessels engaged in interstate or foreign 
commerce are exem pt from  sales tax.

Comment: Data was only available fo r fuels sold to bunkering vessels. 
Origin: M.G.L. c. 64H, § 6(o)
Estimate: $ 1 . 5
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3.419

3.420

3.421

3.422

3.500

3.501

Exemption for Fuel Used in Operating A ircra ft and Railroads
Fuel used in operating a ircraft and railroads is exem pt from  sales tax.

Comment: A t a com m unity 's option, je t fuel may be subject to a local tax 
at a rate of $0.05 per gallon or 5% , whichever is higher. For Fiscal Year 
1992, local revenues from  this source were $12.1 million.
Origin: M.G.L. c. 64H, § 6(j)
Estimate: $ 8.4

Exemption for Sales of Certain New or Used Buses
New and used buses which provide scheduled in tra-city local service and 
are used by common carriers certified by the Departm ent 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. 64FI, § 6(aa)
Estimate: N.A.

Exemption for Films
Motion picture film s fo r commercial exhibition are exem pt from sales tax.

Origin: M.G.L. c. 64H, § 6(m)
Estimate: N.A.

Exemption for Telephone and Telegraph Services
Residential telecom m unications services which are billed on a recurring 
monthly basis of up to $30 per m onth are exem pt from  sales tax.

Origin: M.G.L. c. 64H, § 6(i)
Estimate: $33.0

EXEMPT NOT TAXABLE AS TANGIBLE PERSONAL PROPERTY

Nontaxation of Transfers of Real Property
Real estate is exem pt 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 .5 7 0%  of 
the taxable price of the property. The estimate represents revenues tha t 
would be collected under the sales tax if sales of real property were taxed 
at 5%. Under the deeds excise, revenues collected for Fiscal Year 1993 
were $33.5 million.
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Origin: General exclusion of real property transactions 
Estimate: $ 943 .0

3 .502 Nontaxation of Rentals of Real Property
Rental charges fo r real property are exem pt 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 com m unity 's option, 
to  a local excise of up to 4%  of the rental price.

Comment: The estimate combines room rentals ($68.0  million) and 
commercial and individual rentals of other real property ($443.2  million). 
The room rental portion of the estim ate represents revenues tha t would 
have been collected under the sales tax if all room rentals were taxed at 
5%. Under the state room occupancy excise, revenues collected fo r Fiscal 
Year 1994 were $62.8 million.
Origin: General exclusion of real property transactions 
Estimate: $ 511.2

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 w hich are excluded from  taxation by the ir omission from the 
statu tory defin ition of services. The services covered are listed in Appendix 
D.
Origin: M.G.L. c. 64H 
Estimate: $1,161 .9

3 .600  MISCELLANEOUS EXEMPTIONS

3.601 Exemption for Casual or Isolated Sales
Casual or isolated sales (sales by private parties) are exem pt from  sales 
tax, except casual sales of m otor vehicles, trailers, airplanes and boats. 
Sales of these listed items are exem pt only when they are between fam ily 
members.

Origin: M.G.L. c. 64H, $§ 6(c) and M.G.L. c. 64I, § 7(b)
Estimate: N.A.

3 .602 Exemption for Vending Machine Sales
Vending machine sales of ten cents or less are exem pt from  sales tax. In 
addition, sales through vending machines w hich exclusively sell snacks and
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candy w ith  a sales price of less than one dollar are exem pt from  the sales 
tax on meals.

Origin: M.G.L. c. 64H, § 6(h) and (t)
Estimate: negligible

3.603 Exemption for Certain Meals
Meals prepared by churches and hospitals, meals provided to  organizations 
for the elderly and meals provided by educational institu tions are exem pt 
from sales tax.

Comment: Estimate is fo r school lunches only.
Origin: M.G.L. c. 64H, § 6(cc)
Estimate: $ 5.2

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 exem pt 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: negligible

3.605 Exemption fo r 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 fo r children age 18 and under, or for 
summer camps fo r developm entally disabled individuals. Camps tha t 
satisfy the above criteria but o ffe r their facilities during the off-season to 
individuals 60 years of age or over for 30 days or less in any calendar year 
w ill not lose their exemption.

Comment: Estimate is fo r 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 A llowances fo r M otor Vehicles and Trailers

M otor 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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Comment: This provision was modified by recent legislation. Formerly, a 
trade-in allowance fo r boats and airplanes was provided as well.
Origin: M assachusetts Statute 1 990, c. 121, § § 55, 66, 1 1 1 and M.G.L c 
64H, $ 26 and M.G.L. c. 64I, § 27 
Estimate: $ 42.9

3.607 Exemption for Publications of Tax-Exempt Organizations
The publications of tax-exem pt organizations are exem pt from  sales tax.

Comment: Data was only available fo r books published by tax-exem pt 
organizations.
Origin: M.G.L. c. 64H, $§ 6(m)
Estimate: $ 3.6

3 .608 Exemption fo r G ifts of Scientific Equipment
Gifts of scientific equipment or apparatus by m anufacturers to non-profit 
educational institu tions or to the M assachusetts Technology Park 
Corporation are exempt from  sales tax. M anufacturers donating the above 
equipment have purchased the components in sales w hich 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: $ 10.8

3.609 Exemption for Vessels or Barges of 50 Tons or Over
Vessels or barges weighing 50 tons or over are exem pt 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 fo r Refuse Containers
Rental charges in connection w ith  service contracts by and between waste 
service firm s and customers for refuse containers or bins are exempt from 
sales tax when the containers are placed on the custom er's premises by 
waste service firms.

Origin: M.G.L. c. 64H, § 6(ii) 
Estimate: N.A.
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3.611 Exemption fo r Honor Trays
Food items purchased from  honor trays are exem pt from  sales and meals 
taxes, provided tha t no item on the honor tray is sold for $1 or more. 
Honor trays are vending carts in workplaces from  w hich snacks may be 
purchased on the honor system.

Origin: M.G.L. c. 64H, § 6 (h)
Estimate: negligible

KEY: ORIGIN
M.G.L. M assachusetts General Laws 
ESTIMATES
All estimates are in $ millions.

I - 175



This page intentionally left blank.



Tax Expenditure Budget

Part V: Estate Tax and Generation-Skipping Tax

Estate Tax and G en e ra tio n -S k ipp in g  T ax:

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 e ffect on January 1, 1975. Therefore, subsequent federal estate tax 
amendments do not apply fo r M assachusetts.

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 a ttem pts to 
produce the same amount of tax tha t would be levied if the property were taxed in each 
generation. The M assachusetts generation-skipping tax is tied to  the federal generation
skipping tax in e ffect 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 elim inating the $1,500  credit. On January 
1, 1996, the exemption w ill be raised to $600,000. For more details on the elim ination of 
the Massachusetts estate tax and the im plem entation of a "sponge" tax, see Appendix A, 
Recent Law Changes A ffecting  Tax Expenditures. In the federal system , in addition to  the 
estate and generation-skipping taxes, there is also a g ift tax. Because the absence of a g ift 
tax creates an incentive to  transfer property during one’s lifetim e, we are treating the 
absence of a g ift tax in Massachusetts as a tax expenditure.

Revenues brought in by the estate tax represented 2.6%  of to ta l tax revenues for Fiscal 
Year 1 994. Estate tax collections for Fiscal Year 1 996 are expected to be about $21 6.0 
million.

Estate Tax and G en e ra tio n -S k ipp in g  T ax Basic S tru c tu re

Tax Base: The base of the estate tax is the transfer of Massachusetts property at death. 
The transfer is a net value, tha t is, the value of the gross estate less debts, adm inistration 
expenses, funeral expenses and claims. The base of the generation-skipping tax is a 
transfer of property which skips one or more generations.
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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 exem pt from  the estate tax, and the tax 
at the ordinary graduated rates is phased in fo r 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 e ffects of adjusting the dollar amount for the exem ption, an estimate is 
provided for it in footnote  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 M assachusetts transfer tax paid by the deemed transferor's 
estate on the property transferred.

Taxable Period. The taxable period is the lifetim e 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, with 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 firs t transfer or when the property transferred includes 
Massachusetts property.

Types o f T ax  Expenditures under the  E state  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 fo llow ing categories:
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Skipping Tax

Computation of the Massachusetts Estate Tax

Federal — 
Gross 
Estate 
under 1975 
Law

Apply -----
Massachusetts
Modifications

No Tax — No

Yes 1

I
Apply Administrative 
Expenses and 
Net Losses

i

Massachusetts 
Adjusted Gross 
Estate

i
Apply
Deductions

i
Massachusetts 
Taxable Estate

i

Apply 
Appropriate 
Tax Rate

I
Massachusetts 
Estate Tax

- ►  Massachusetts 
Gross Estate

Apply Funeral 
Expenses, Mortgages, 
Claims Against the 
Estate

Massachusetts 
Net Estate

Is Massachusetts Net _ 
Estate Greater than the 
Allowable Exemption?

Yes II —►- Enter 20% of Net
Estate in Excess o f the 
Allowable Exemption

Yes

t
Is This Greater than
Massachusetts Estate ------- ►  No
Tax?

Take the 20% as 
Massachusetts 
Estate Tax

'1

The Credit Is 
Massachusetts 
Estate Tax

Enter Federal Credit 
for State Death Taxes

i
Is This Greater than 
M assachusettsEstate ^
Tax?

D

Take
Apply Amounts ___________________ M assachusetts
Previously Paid ^  Estate Tax

I
Balance Due or Refund

Yes
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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 g ifts, 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 transfe ro r’s death. To the extent tha t certain types of 
property are om itted from  the gross estate, tax expenditures result.

Preferential Valuations o f 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 tha t a ttribute 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, w hich reduce the estate tha t 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 constitu te  tax expenditures.

Estate Tax and G eneration -S k ipp ing  T ax  List o f T ax  Expenditures 1

4 .000  EXCLUSIONS FROM TRANSFER TAXATION

4.001 Nontaxation of Lifetime Transfers

Massachusetts has no g ift tax. A tax expenditure results in tha t lifetime 
transfers are preferred over transfers at death. However, g ifts  made within 
three years of death which are in excess of $10 ,000  are taxable.

Origin: M.G.L. c. 65C § 1 (d)
Estimate: $11.2

4 .002  Nontaxation of Certain Generation-Skipping Transfers
Structural gaps in the generation-skipping tax result in the failure to tax all 
generation-skipping transfers. Generation-skipping transfers not taxed 
include outright (nontrust) g ifts, income d istributions from  trusts, transfers 
from trusts to grandchildren up to $250 ,000  per child of the original 
creator of a generation-skipping trust and paym ents from  trusts existing 
prior to 1 976.
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Origin: Former IRC §§ 2601-2614  in e ffect December 31, 1981 M.G.L. c. 
5C, § 4A 
Estimate: N.A.

4.100 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 retirem ent plan.

Origin: IRC § 2039 in e ffect January 1, 1975 
Estimate: N.A.

4.102 Exemption of Life Insurance Proceeds on w hich 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.

4.200 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 m ost valuable potential use of the 
property. In the case of land being used for farm ing 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.

The estimate for the exemption of estates discussed in the introduction to the estate tax and 
generation-skipping tax is: Exemption $88.2
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4 .300  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.

Origin: IRC § 2055 in e ffect January 1, 1975 
Estimate: $14.6

4 .302 Deduction for Bequest to Surviving Spouse 
Massachusetts allows a marital deduction limited to 50%  of the 
Massachusetts adjusted gross estate, or the amount of property included in 
the Massachusetts gross estate actually passing to the surviving spouse, 
whichever is less.

Comment: Prior to July 1, 1994, M assachusetts lim ited the marital 
deduction to 50%  of the M assachusetts adjusted gross estate.
Origin: M.G.L. c. 65C, §§ 3(b) and 3A; IRC § 2056 in e ffect January 1, 
1975
Estimate: $75.2

KEY: ORIGIN -------------------------------

,RC Federal Internal Revenue Code (26 U.S.C.)
M G L - Massachusetts General Laws
ESTIMATES
All estimates are in $ millions.
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APPENDIX A: Recent Law Changes Affecting Tax Expenditures

REVISED

Over the last year the following tax expenditures have been revised:

The Personal Incom e T ax  :

Credit for Removal of Lead Paint (this year's budget item 1.602). E ffective January 
1, 1994, the maximum credit against lead paint removal has been increased from 
$1,000 to $1,500 per dwelling unit. The amount of the credit may not exceed the 
cost of removing the lead paint. The carryover period fo r unused credits has been 
extended from  five to  seven years.

Capital Gains Deduction (this year's budget item 1.201). E ffective 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.) w ill be eligible for a 50%  deduction from  the 12% 
capital gains tax. Capital gains from the sale of assets other than collectibles w ill 
no longer be eligible for a 50%  deduction from  the 12% capital gains tax, but w ill 
be subject to the fo llow ing tax rates on how long the assets are held:

Holding Period Tax Rate

up to one 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, 1 995 or the actual date of acquisition.

Corporate Excise:

Investment Tax Credit (this year's budget item 2.602). Property tha t is leased and 
placed in service on or after July 1, 1994 under an operating lease is now eligible 
for the investm ent tax credit.
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E N A C TE D

Over the last year the following tax expenditures have been enacted:

Sales Tax:

Exemption for Meals served by Continuing Care Facilities (this year's budget item 
3.1 11). Meals served by continuing care facilities to residents of those facilities are 
exem pt from  the sales tax on meals.

O TH ER  RELATED L A W  C H A N G E S

Estate T ax  and G en eration -S k ipp ing  Tax:

In 1993, Massachusetts began to  phase out the estate tax by means of annual 
increases in the exem ption, elim ination of the $1,500  credit, and expansion of the 
marital deduction. The phase-out is occurring on the fo llow ing  schedule:

Year of Death Exemption Credit M arital 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, M assachusetts w ill adopt a "sponge" tax. Under a "sponge" tax, 
M assachusetts estate tax liability w ill be equal to the maximum credit for state 
death taxes allowed under the federal estate tax.

Personal Incom e Tax:

The Head of Household Filing Status. Beginning in tax year 1 994, individuals who 
are eligible to file as heads of household for federal tax purposes are eligible to file 
as heads of household for M assachusetts individual income tax purposes. A head
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of household is entitled to a personal exem ption of $3 ,400  and an additional 
exemption of $2 ,200  if blind and $700 if age 65 or older.

No Tax Status for Heads of Household. Beginning in tax year 1995, individuals who 
are eligible to  file as heads of household fo r M assachusetts 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 fo r the lim ited income credit if the ir gross 
income is less than $1 9 ,250  plus $1,750  per dependent.
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Tax Expenditure Budget: Part IV: Appendices 

APPENDIX B: Tax Expenditures Fiscal Year 1994 - Fiscal Year 1996

The fo llow ing figure shows tax expenditure estimates fo r the four major taxes from Fiscal 
Year 1994 to Fiscal Year 1996. In general, the revenue estimate for a tax expenditure 
tends to fo llow  the anticipated grow th of tax collections. However, year-to-year changes 
in estimates may vary fo r four other principal reasons: we have new data sources, we have 
refined our m ethodology, federal tax  expenditure estimates on w hich we rely have 
changed, and we have revised estimates to account fo r changes in tax laws.

Where possible, we have recalculated past estimates based on revised data, improved 
methodologies, and changes in statute.
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Appendix B

Fiscal Year Estimates ($ Millions)

Tax Item -
Expenditure Number FY94 1 FY95 1 FY96

PERSONAL INCOME TAX

Exclusions From Gross Income 1.000

Exemption of Premiums on Accident and Accidental Death Insurance 1.001 0.9 0.9 0.9
Exemption of Premiums on Group-Term Life Insurance 1.002 16.8 17.5 19.0
Exemption of Interest on Life Insurance Policy and Annuity Cash Value 1.003 85.7 94.9 104.2
Exemption of Employer Contributions for Medical Insurance Premiums and 
Medical Care

1.004 390.7 433.4 466.0

Exemption of Annuity or Pension Payments to Fire and Police Personnel 1.005 N.A. N.A. N.A.
Exemption of Distributions from Certain Contributory Pension and Annuity Plans 1.006 N.A. N.A. N.A.
Exemption of Railroad Retirement Benefits 1.007 3.2 3.3 3.3
Exemption of Public Assistance Benefits 1.008 24.4 25.4 26.4
Exemption of Social Security Benefits 1.009 287.4 293.6 296.7

Exemption of Workers’ Compensation Benefits 1.010 3.1 3.2 3.3
Exemption of Dependent Care Expenses 1.011 6.1 6.1 6.1

Exemption of Certain Foster Care Payments 1.012 4.2 4.2 4.2

Exemption of Payments Made to Coal Miners 1.013 negl. negl. negl.

Exemption of Rental Value of Parsonages 1.014 N.A. N.A. N.A.

Exemption of Scholarships and Fellowships 1.015 8.1 8.1 8.1

Exemption of Certain Prizes and Awards 1.016 N.A. N.A. N.A.

Exemption of Cost-Sharing Payments 1.017 negl. negl. negl.

Exemption of Meals and Lodging Provided at Work 1.018 3.8 3.8 3.8

Treatment of Business-Related Entertainment Expenses 1.019 3.0 3.0 3.1

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 Sales for Persons 55 and Over 1.021 36.7 38.2 39.4

Nontaxation of Capital Gains at Death 1.022 54.6 59.6 65.1

Exemption of Interest from Massachusetts Obligations 1.023 75.8 75.0 82.5

Exemption of Benefits and Allowances to Armed Forces Personnel 1.024 4.7 4.9 4.9

Exemption of Veterans’ Pensions, Disability Compensation and G.l. Benefits 1.025 15.0 15.0 15.0

Exemption of Military Disability Pensions 1.026 0.4 0.4 0.4

Exemption of Compensation to Massachusetts-Based Nonresident Military 
Personnel

1.027 12.7 13.2 13.2

Exemption for Taxpayers Killed in Military Action or by Terrorist Activity 1.028 negi. negl. negl.

Deferrals Of Gross Income 1.100

Net Exemption of Employer Contributions and Earnings of Private Pension Plans 1.101 421.3 445.6 472.3

Treatment of Incentive Stock Options 1.102 N.A. N.A. N.A.

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 1.104 137.3 161.1 180.4

Deferral of Capital Gains on Home Sales 1.105 60.4 62.5 60.2

Nontaxation of Capital Gains at the Time of Gift 1.106 _ included in 1.022 -

Deductions From Gross Income 1.200
Capital Gains Deduction

1.201 96.9 103.9 82.5

Deduction of Capital Losses Against Interest and Dividend Income 1.202 N.A. N.A. N.A.
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Fiscal Year Estimates ($ Millions)

rax Item
FY94 1Expenditure Number FY95 1 FY96

Excess Natural Resource Depletion Allowance 1.203 1.6 1.6 1.6

Abandoned Building Renovation Deduction 1.204 N.A. N.A. N.A.

Accelerated Deductions From Gross Income 1.300

Accelerated Depreciation on Rental Housing 1.301 3.5 4.2 4.6

Accelerated Depreciation for Rehabilitation of Low-Income Housing 1.302 negl. negl. negl.

Accelerated Depreciation on Buildings (other than Rental Housing) 1.303 1.0 1.0 1.0

Accelerated Cost Recovery System (ACRS) for Equipment 1.304 23.7 24.3 25.1

Deduction for Excess First-Year Depreciation 1.305 0.6 0.6 0.6

Five-Year Amortization of Business Start-Up Cost 1.306 0.8 0.8 0.8

Five-Year Amortization of Certain Operating Rights 1.307 negl. negl. negl.

Expensing Exploration and Development Costs 1.308 0.8 0.8 0.8

Expensing Research and Development Expenditures in One Year 1.309 1.1 1.1 1.3

Five-Year Amortization of Pollution Control Facilities 1.310 N.A. N.A. N.A.

Seven-Year Amortization for Reforestation 1.311 negl. negl. negl.

Expensing Certain Capital Outlays of Farmers 1.312 0.3 0.3 0.3

Deductions From Adjusted Gross Income 1.400

Deduction for Employee Social Security and Railroad Retirement Payments 1.401 253.0 259.0 264.0

Deduction for Employee Contributions to Public Pension Plans 1.402 — included in 1.401 —

Additional Exemption for the Elderly 1.403 10.0 10.0 11.0

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 Dependents under 12 1.406 15.0 15.0 14.0

Personal Exemption for Students Age 19 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 13.0 14.0 15.0

Exemption of Medical Expenses 1.410 26.1 26.7 27.4

Rent Deduction 1.411 91.0 92.0 92.0

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 12.0 13.0

Preferential Rate Of Taxation 1.500

Preferential Treatment of Interest on Savings in Massachusetts Banks 1.501 145.0 156.0 169.6

Credits Against Tax 1.600

Renewable Energy Source Credit 1.601 negl. negl. negl.

Credit for Removal of Lead Paint 1.602 3.4 6.6 7.7

Economic Opportunity Area Credit 1.603 N.A. N.A. N.A.

Subtotal2 2,362.6 2,510.3 2,618.4
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Fiscal Year Estimates ($ Millions)

Tax
Expenditure

Item
Number FY94 1 FY95 1 FY96

CORPORATE EXCISE TAX

Exclusions From Gross Income 2.000

Small Business Corporations 2.001 12.9 13.8 14.9
Exemption of Income from the Sale, Lease or Transfer of Certain Patents 2.002 N.A. N.A. N.A
Deferrals Of Gross Income 2.100

Deferral of Tax on Certain Shipping Companies 2.101 0.2 0.2 0.2
Deductions From Gross Income 2.200

Charitable Deduction 2.201 7.7 7.7 7.7
Additional Deduction for Certain Businesses in a Poverty Area (UJIP) 2.202 negl. negl. negl.
Net Operating Loss Carry-Over 2.203 59.6 63.9 69.0
Excess Natural Resource Depletion Allowance 2.204 0.1 0.1 0.1
Deduction for Certain Dividends of Cooperatives 2.205 negl. negl. negl.
Abandoned Building Renovation Deduction 2.206 N.A. N.A. N.A.
Accelerated Deductions From Gross Income 2.300

Accelerated Depreciation on Rental Housing 2.301 8.0 8.0 8.4

Accelerated Depreciation for Rehabilitation of Low-Income Housing 2.302 negl. negl. negl.
Expensing for Removal of Barriers to the Handicapped 2.303 0.6 0.6 0.6
Five-Year Amortization of Start-Up Cost 2.304 0.3 0.3 0.3

The Accelerated Cost Recovery System (ACRS) for Equipment 2.305 109.9 113.5 117.3

Deduction for Excess First-Year Depreciation 2.306 0.8 0.8 0.8

Accelerated Depreciation on Buildings (other than Rental Housing) 2.307 36.5 37.2 37.6

Expensing Research and Development Expenditures in One Year 2.308 32.0 33.6 36.9

Expensing Exploration and Development Costs 2.309 0.2 0.2 0.2

Five-Year Amortizaton of Certain Operating Rights 2.310 negl. negl. negl.

Five-Year Amortization of Pollution Control Facilities 2.311 N.A. N.A. N.A.

Expensing Certain Expenditures for Alternative Energy Sources 2.312 negl. negl. negi.

Seven-Year Amortization for Reforestation 2.313 negl. negl. negl.

Adjustments To Apportionment Formula 2.400
Double Weighting of Sales 2.401 20.0 20.0 20.0

Exclusions From Property Component 2.500
Nontaxation of Certain Energy Property 2.501 negl. negl. negl.

Exemption for Property Subject to Local Taxation 2.502 84.2 86.3 88.5

Credits Against Tax 2.600
Tax Credit for Building in a Poverty Area (UJIP) 2.601 N.A. N.A. 0.3

Investment Tax Credit3 2.602 16.8 21.6 22.4

Vanpool Credit
2.603 0.7 0.8 0.8

Research Credit
2.604 43.2 46.2 49.9

Economic Opportunity Area Credit 2.605 N.A. N.A. N.A.

Entity Exempt From Taxation
2.700

Exemption of Credit Union Income
2.701 3.9 4.1 4.3

Tax-Exempt Organizations 2.702 N.A. N.A. N.A.

Regulated Investment Companies

2 "  ------------------------ —

2.703 N.A. N.A. N.A.

458.9 480'1
I - 190



Appendix B

Fiscal Year Estimates ($ Millions)

Tax Item
Expenditure Number FY94 1 FY95 1 FY96

SALES AND USE TAX
Exempt Entities 3.000

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 3.003 256.1 266.2 279.0

Exempt Products/Services 3.100

Exemption for Food 3.101 324.2 326.4 328.8

Exemption for Certain Food and Beverages Sold in Restaurants 3.102 N.A. N.A. N.A.
3

Exemption for Clothing 3.103 184.6 194.1 204.1

Exemption for Medical and Dental Supplies and Devices 3.104 63.9 70.1 76.9

Exemption for Water 3.105 20.0 21.0 22.0

Exemption for Newspapers and Magazines 3.106 39.9 41.1 42.6

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 negl. negl. negl.

Exemption for Fertilizers, Insecticides and Fungicides 3.110 0.9 0.8 0.8

Exemption for Meals Served by Continuing Care Facilities 3.111 N.A. N.A. N.A.

Exempt, Taxed Under Another Excise 3.200

Exemption for Alcoholic Beverages 3.201 85.1 84.8 85.5

Exemption for Motor Fuels 3.202 152.9 156.3 163.1

Exempt Component Of A Product Or Consumed In Production 3.300

Exemption for Items Used in Making Clothing 3.301 1.9 1.9 2.0

Exemption for Materials, Tools, Fuels and Machinery Used in Manufacturing 3.302 129.3 142.8 152.8

Exemption for Materials, Tools, Fuels and Machinery Used in Research 
and Development

3.303 16.8 17.6 19.3

Exemption for Materials, Tools, Fuels and Machinery Used in Furnishing 
Power to Consumers

3.304 66.8 70.8 75.5

Exemption for Materials, Tools, Fuels and Machinery Used in Furnishing Power 
to an Industrial Manufacturing Plant

3.305 16.9 18.5 18.7

Exemption for Materials, Tools and Fuels Used in Newspaper Printing 3.306 16.1 16.1 16.2

Exemption for Certain Items Used in the Manufacturing 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 2.9 3.0 3.0

Exemption for Materials, Tools, Fuels and Machinery Used in Commercial Fishing 3.309 1.6 1.6 1.6

Exemptions For Specified Uses Of Products/Services 3.400

Exemption for Electricity 3.401 102.0 106.0 110.0

Exemption for Fuel Used for Heating Purposes 3.402 48.4 51.2 53.4

Exemption for Piped and Bottled Gas 3.403 53.0 54.0 55.0
Exemption for Steam 3.404 3.0 3.0 4.0

Exemption for Certain Energy Conservation Equipment 3.405 negl. negl. negl.

Exemption for Funeral Items 3.406 4.6 . 4.8 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 9.0

Exemption for Books Used for Religious Worship 3.409 N.A. N.A. N.A.

I - 191



Appendix B

Fiscal Year Estimates ($ Millions)

Tax Item
Expenditure Number FY94 1 FY95 1 FY96

Exemption for Containers 3.410 83.8 85.9 88.1
Exemption for Certain Sales by Typographers, Compositors and Color Separators 3.411 N.A. N.A. N.A.
Exemption for Sales of Building Materials and Supplies to be Used in Connection 
with Certain Construction Contracts

3.412 72.4 73.3 73.2

Exemption for Plants and Seeds 3.413 0.4 0.4 0.4
Exemption for Feed 3.414 1.7 1.7 1.8
Exemption for Livestock and Poultry 3.415 N.A. N.A. N.A.

Exemption for Commercial Fishing Vessels 3.416 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 1.3 1.4 1.5

Exemption for Fuel Used in Operating Aircraft and Railroads 3.419 7.8 8.2 8.4

Exemption for Sales of Certain New or Used Buses 3.420 N.A. N.A. N.A.

Exemption for Films 3.421 N.A. N.A. N.A.

Exemption for Telephone and Telegraph Services 3.422 31.7 31.7 33.0

Exempt, Not Taxable As Tangible Personal Property 3.500

Nontaxation of Transfers of Real Property 3.501 846.5 921.1 943.0

Nontaxation of Rentals of Real Property 3.502 497.8 506.1 511.2

Nontaxation of Certain Services 3.503 993.5 1,096.5 1,161.9

Miscellaneous Exemptions 3.600

Exemption for Casual or Isolated Sales 3.601 N.A. N.A. N.A.

Exemption for Vending Machine Sales 3.602 negl. negl. negl.

Exemption for Certain Meals 3.603 4.9 5.1 5.2

Exemption for Certain Bed and Breakfast Establishments from Sales Tax 
on Meals and Room Occupancy Excise

3.604 negl. negl. negl.

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 Allowances for Motor Vehicles and Trailers 3.606 37.1 39.9 42.9

Exemption for Publications of Tax-Exempt Organizations 3.607 3.1 3.4 3.6

Exemption for Gifts of Scientific Equipment 3.608 10.3 10.6 10.8

Exemption for Vessels or Barges of 50 Tons or Over 3.609 N.A. N.A. N.A.

Exemption for Rental Charges for Refuse Containers 3.610 N.A. N.A. N.A.

Exemption for Honor Trays 3.611 negl. negl. negl.

Subtotal2 4,194.2 4,448.5 4,615.3

ESTATE AND GENERATION SKIPPING TAX 

Exclusions From Transfer Taxation 4.000
Nontaxation of Lifetime Transfers 4.001 14.3 12.5 11.2

Nontaxation of Certain Generation-Skipping Transfers 4.002 N.A. N.A. N.A.

Exclusions From Gross Estate 4.100

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.

Preferential Valuations Of Property 4.200
Special Valuation of Farm Land 4.201 N.A. N.A. N.A.

Deductions From Adjusted Gross Estate 4.300
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Tax
Expenditure

Item
Number FY94 1 FY95 1 FY96

Deduction of Charitable Bequests 4.301 20.0 16.7 14.6

Deduction for Bequest to Surviving Spouse 4.302 82.6 87.7 75.2

.2
Subtotal 116.9 116.9 100.9

TOTAL2 7,111.3 7,534.6 7,814.6

FOOTNOTES

1. Estimates have been revised because of new data or improved methodology, and reflect current tax law.

2. Subtotals and totals have been provided to give an idea of the revenue costs of tax expenditures by tax and in total. However, these 
sums should be used with extreme caution because 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 and that not availables and 
negligibles have been entered as zeros.

3. This estimate takes into account the dynamic economic effects of this tax expenditure. For further information, see the Introduction.
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Tax Expenditure Budget: Part VI: Appendices 

APPENDIX C: Sales and Use Tax

Part 1: The T re a tm en t o f Basic Necessities

A sales tax w ithou t exemptions is regressive since it is levied on consum ption. Persons 
who must spend most of their disposable income on consum ption bear a disproportionately 
high tax burden. Exemptions for basic necessities can help to  alleviate the sales tax burden 
on low income persons. A lthough it is d ifficu lt to classify necessities, purchases com m only 
accepted as such include food, clothing, drugs and medicines, household fuel, u tility  
service, basic appliances, and household supplies.

Massachusetts exempts most necessities, including food, clothing (up to a value of $175 
per item), prescription medicines, household fuel, residential electric and gas u tility  
services, and basic local residential telephone service (up to $30 per m onth). Figure 1 
shows how some of these basic necessities are treated in other states. In addition,
Appendix D shows the extent to w hich the C om m onwealth 's exem ptions fo r some of these 
necessities benefit low income households.

Forty-four states and the D istrict of Columbia exem pt one or more of the necessities shown 
in Figure 1. While exemptions for basic necessities are widespread among the states and 
help to reduce the sales tax burden on low  income persons, they also may have unintended 
consequences. For the sake of legal and adm inistrative sim plicity, some exem ptions for 
necessities are so comprehensive tha t they include items generally not considered to  be 
necessities. For example, all food for human consumption (except food sold in restaurants) 
is exempt in the Commonwealth, including candy, so ft drinks, and other foods tha t m ight 
be viewed as nonessential or luxury items. A t the same time, many non-food stamps such 
as aspirin, soap, and to ile t tissue are taxable in the Commonwealth. As a result, a low 
income household that purchases aspirin m ust bear a higher sales tax burden than an 
otherwise identical household tha t buys candy instead. In addition to  favoring some basic 
consumer purchases over others, sales tax exem ptions for necessities are d ifficu lt to 
target. People at every income level, not just the poor, benefit from exem ptions of basic 
necessities, even though these tax expenditures may have been intended to  assist people 
with limited means.

Although the exemption of basic goods and services is the most common w ay of providing 
sales tax relief for low income persons, some states also employ other means. Figure 1 
lists states that use tax credits to o ffse t sales taxes paid. In states offering income tax 
credits, eligible taxpayers are able to reduce their state income tax liabilities by the amount 
of the credit. The size of the credit and income eligibility requirements vary from  state to 
state. Under a refundable income tax credit, if a taxpayer is due a refund, the credit may 
be added to it. Finally, a few  states o ffer separate sales tax refunds independent of their 
personal income tax systems.
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Figure 1: S tate Sales Tax Exem ptions for Selected  B asic N ecessities, November 1993

STATES EXEMPTING /E

STATE FOOD +
PR ESC R IPTIO N

DRUGS

CONSUMER 
ELECTRIC 
AND GAS 

U TILITIES CLOTHING
TELECOMMUNICATION

SERVICES

STATES 
GRANTING 
RELATED 

TAX CREDITS

A lab a m a E E

A rizona E E
A rk a n s a s E E
C a lifo rn ia E E E E
C olorado E E E
C o n n ec tic u t E E E E

|

D is tr ic t  o f  C o lu m b ia E E E E
F lo rid a E E E
G eorg ia E E
H aw a ii E x
Id ah o E E E x
I llino is E
In d ia n a E E
Iow a E E
K a n s a s E E x
K en tu c k y E E E
L o u is ian a E E E E
M ain e E E E
M ary la n d E E E E

M A S S A C H U S E T T S E E E  n E / 2 E /3

M ich ig an E E
M in n eso ta E E E E
M ississ ip p i E E
M isso u ri E E
M o n ta n a 11o SLate s a le s  ta x
N e b ra s k a E E E
N e v a d a E E E
N ew  H a m p s h ire XT r ■ i _ 1 ,

N ew  J e r s e y E E E E
N ew  M exico X
N ew  Y ork E E E E
N o rth  C a ro l in a E E
N o rth  D ak o ta E E E E
O hio E E E E
O k lah o m a E E X

P e n n s y lv a n ia E E E E E
R hode Is la n d E E E E
S o u th  C a ro l in a E E
S o u th  D a k o ta E X
T e n n e sse e E E
T e x as E E E
U ta h E E
V erm o n t E E E E X
V irg in ia E E E
W a sh in g to n E E E E
W e st V irg in ia E E
W isconsin E E E
W yom ing E X

T o t a l  N u m b e r  o f  S t a t e s 2 8 4 4 3 4 6 1 6 8

E  S ta t e  h a s  a  fu ll o r  lim ite d  ex e m p tio n  fo r th e  item  show n .
+ S ta t e  s a le s  ta x  ex e m p tio n  u s u a lly  a p p lie s  fo r food for h o m e c o n su m p tio n  on ly  - n o t fo r o n -p re m ise  co n su m p tio n .
& T h e  s a le s  ta x  c re d i t  m ay  be  a d m in is te re d  e i th e r  in  c o n ju n c tio n  w ith  a  p e rs o n a l incom e ta x  o r  a s  a  s e p a ra te  re fu n d  program .
N .A. N o t ap p licab le .
1/ M a s s a c h u s e t ts  on ly  e x e m p ts  r e s id e n tia l  p u rc h a s e s , p u rc h a s e s  by  co m m erc ia l b u s in e s s e s  w ith  5 o r  few er em ployees, and  

q u a lif ie d  in d u s tr ia l  p u rc h a s e s .
2 / M a s s a c h u s e t ts  e x e m p ts  c lo th in g  p u rc h a s e s  u p  to  $175  p e r  item .
3 / N o n re s id e n t ia l  u s e  is ta x a b le . R e s id e n tia l  se rv ic e s  a re  ta x a b le , w ith  a  m a x im u m  $30  p e r  m o n th  ex e m p tio n  fo r local services 

b illed  o n  a  m o n th ly  re c u r r in g  basis .

N o te :  F o r  f u r th e r  d e ta il  on th e  e x e m p tio n s  a n d  c re d i ts  o ffered  by in d iv id u a l s ta te s ,  r e fe r  to  so u rce  no ted . In fo rm a tio n  shown
for M a s s a c h u s e tts  h a s  been  u p d a te d  to  re f le c t c u r r e n t  ta x  law . B es id e s  M a s s a c h u s e t ts ,  o th e r  s ta te  ta x  law
c h a n g e s  h a v e  n o t b ee n  ac co m m o d a ted .

S o u r c e : A dv iso ry  C o m m issio n  on In te  
F e b ru a ry  1994, T a b le  27.

rg o v e rn m e n ta l R e la tio n s , S ig n if ic a n t

l -1 9 6

F e a tu r e s  o f F isc a l F e d e ra l is m , Vol. 1, 1993 edition,
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Part 2: The T re a tm e n t o f Services

Most state sales taxes originated as a tax on the retail sale of tangible personal property. 
However, over tim e, some states have expanded the base of their sales tax to include the 
retail sales of certain services. Figure 2 below provides an overview  of the degree of 
service taxation in the Com m onwealth, compared w ith  other states. Figure 3 provides a 
list of selected services and their accompanying tax  expenditure estimates.

The Federation of Tax Adm inistrators (FTA) has developed a ranking system to compare 
the degree of service taxation across states. It assigns each state a score based on the 
number of services subject to  the sales tax. Figure 2 shows the resulting score and rank 
for each of the 50 states and the D istrict of Columbia. According to this ranking system, 
Massachusetts receives a score of 20, and 41 states and the D istrict of Columbia tax 
services to a greater degree than the Commonwealth.

The Massachusetts rank in Figure 2 is based on current law. Besides Massachusetts, other 
state tax law changes have not been accommodated.
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F ig u re  2: S ta tes  R an k ed  by D eg ree  o f  S erv ices  T axation
(July 1, 1992)

RA N K STA TE P O IN T S

1 Hawaii 155
1 New Mexico 155
3 Washington 152
4 Delaware 141
5 South Dakota 130
6 West Virginia 110
7 Iowa 95
8 Connecticut 84
9 Texas 79
10 Kansas 76
11 New York 74
12 Tennessee 70
13 Mississippi 69
13 Wisconsin 69
15 Florida 65
16 Wyoming 64
17 District of Columbia 63

R A N K  S TA TE P O IN T S

18 Minnesota 61
18 Pennsylvania 61
20 Arizona 60
21 Louisiana 53
22 Arkansas 52
23 Utah 49
24 Nebraska 48
25 New Jersey 45
26 Ohio 42
27 Maryland 36
28 Georgia 35
29 Alabama 32
29 South Carolina 32
31 Oklahoma 31
32 Idaho 29
32 North Carolina 29
34 Missouri 28

RANK STATE POINTS

34 Rhode Island 28
36 Maine 27
37 Kentucky 26
37 Michigan 26
39 Indiana 24
40 Vermont 23
41 North Dakota 21
42 MASSACHUSETTS 20*
43 California 19
43 Montana 19
45 Virginia 18
46 Illinois 16
47 Colorado 15
48 Nevada 11
48 New Hampshire 11
48 Alaska 11
51 Oregon 0

* T h e  p o in ts  a n d  r a n k  s h o w n  fo r  M a s s a c h u s e t t s  h a v e  b e e n  u p d a te d  to  r e f le c t  c u r r e n t  t a x  law .

A  s t a te  re c e iv e s  a  p o in t  fo r  e a c h  se rv ic e  t a x e d ,  r e g a r d le s s  o f  a n y  e x e m p t io n s  t h a t  m a y  b e  p ro v id e d . S c o re s  fo r  a l l  s ta te s  o th e r  than  
M a s s a c h u s e t t s  w e re  o b ta in e d  f ro m  th e  F e d e r a t io n  o f  T a x  A d m in is t r a to r s .  B e s id e s  M a s s a c h u s e t t s ,  o th e r  s t a te  t a x  law  changes 
h a v e  n o t  b e e n  a c c o m m o d a te d .

S O U R C E : F e d e r a t io n  o f  T a x  A d m in is t r a to r s ,  S a le s  T a x a t io n  o f  S e rv ic e s ,  1 9 9 2 ; a n d  M a s s a c h u s e t t s  D e p a r tm e n t  o f  R evenue.
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Figure 3 provides a list of services and their accompanying tax expenditure estimates. The 
list is drawn from  a study published by the Federation of Tax Adm inistrators and is much 
more comprehensive than the lists of services provided in the Census of Service Industries 
published by the U.S. Department of Commerce. Unlike the Census of Service Industries, 
the FTA list of services includes industrial activities such as agricultural services 
(landscaping, pet grooming and veterinary services), financial services (insurance services 
and service charges of banking institu tions), and real estate and construction services. 
While the FTA study attem pted to provide a comprehensive list of services, it has still 
omitted some activities tha t would be covered in a broad defin ition of services . For 
example, hospital services, educational services, child day care services, and certain other 
services generally considered unsuitable for taxation are not included on the list. A t the 
same time, the list may include activ ities tha t are not consistent w ith  every definition of 
services.

Many of the items do not carry tax expenditure estimates, but in fu ture  years as 
information becomes available, estimates w ill be provided. In addition to tax expenditure 
estimates, the table provides inform ation on the number of states taxing the service, the 
Standard Industrial Classification (SIC) 1 code, and the sales tax treatm ent of the item in 
Massachusetts. The 1992 Economic Censuses fo r Massachusetts, published by the U.S. 
Department of Commerce, were the primary source of data fo r m ost of the service tax

expenditure estimates. Census data on tota l 1992 M assachusetts sales receipts were 
obtained for each relevant industry, based on the SIC codes listed in Figure 3.

The Census data represent the sales receipts of businesses located in Massachusetts. 
However, sales by M assachusetts businesses to  out-o f-sta te  customers are not taxable, 
while purchases from  out-o f-sta te  businesses fo r use in the Com m onwealth are taxable. 
Where possible, the Census data were therefore adjusted to exclude the net export of 
services.

In addition, the sales receipts data were reduced to account for sales that would remain 
exempt if the particular tax expenditure item were repealed, specifically, sales for business 
resale and sales to government agencies and tax exem pt organizations. Finally, the sales 
receipts data were adjusted to exclude all taxable sales of tangible property and services. 
For example, in the case of automobile repair, all sales of parts were excluded because 
they are taxable under current law. The adjusted sales figures were then projected forward 
to the 1995 calendar year.

Each tax expenditure estimate was found by applying the current 5% sales tax rate and 
adjusting for the reduction in sales expected to occur if tha t service became subject to tax 
However, even w ith  this adjustment, the estim ates shown in Figure 3 cannot accurately
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represent the true revenue gain tha t would result from  the repeal of any particular tax 
expenditure. Repealing one tax expenditure m ight sim ultaneously increase another tax 
expenditure or reduce purchases of a taxable item. For example, the taxation of purchases 
of auto repair services m ight reduce the amount of tax collected on sales of auto parts. 
Such complex interactions are beyond the scope of tax expenditure analysis.

In addition, the full revenue potential associated w ith  the repeal of a tax expenditure would 
only be achieved gradually. The revenues produced in the initial months or years following 
a tax expenditure's repeal can be much less than in subsequent years because of the need 
to educate taxpayers about their new obligations and to  enforce compliance w ith  the new 
laws. The use of tax expenditure estimates to predict revenue gains from  tax expenditure 
repeal is always subject to this im portant lim itation.
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Figure 3: Detailed Service Categories, Their Tax Treatment Under Current Law, and Related Massachusetts Tax Expenditure Estimates

Item
Number Service Category

FTA
Item

1987
SIC
Code

No. of 
States 
Taxing&

Mass.
Sales Tax Taxed 
Applies?# as TPP

FY96 Tax 
Expenditure 
Item Number

FY96 Tax 
Expenditure 
Estimate ($M)

Agricultural Services
1 Soil prep., custom bailing, other ag. services 1 071,072 4 No 3.503 NA
2 Veterinary services (both large and small animal) 2 074 4 No 3.503 NA
3 Horse boarding and training (not race horses) 3 075 6 No 3.503 NA
4 Pet grooming 4 0752 15 No 3.503 NA
5 Landscaping services (including lawn care) 5 078 18 No 3.503 8.0

Industrial and Mining Services 
6 Metal, non-metal and coal mining services 6 10,12,148 6 No 3.503 NA
7 Seismograph & geophysical services 7 1382 7 No 3.503 NA
8 Oil field services 8 138 10 No 3.503 NA
9 Typesetting service; platemaking for the print trade 9 279 18 No 3.503 NA

Construction
10 Gross income of construction contractors 10 15 11 No 3.503 NA
11 Carpentry, painting, plumbing and similar trades 11 17 13 No 3.503 NA
12 Construction service (grading, excavating, etc.) 12 179 11 No 3.503 NA
13 Water well drilling 13 1781 9 No 3.503 NA

Utility & Transportation Services
14 Income from intrastate transportation of persons 14 41 10 No 3.503 NA
15 Local transit (intra-city) buses 15 411 5 No 3.503 NA
16 Income from taxi operations 16 412 7 No 3.503 NA
17 Intrastate courier service 17 421 6 No 3.503 NA
18 Interstate air courier (billed in-state) 18 4513 1 No 3.503 NA

19
Storage

Automotive storage 19 17 No 3.503 NA
20 Food storage 20 4221 11 No 3.503 NA
21 Fur storage 21 4226 pt. 14 No 3.503 NA
22 Household goods storage 22 4225 pt. 11 No 3.503 NA
23 Mini-storage 23 4225 pt. 8 No 3.503 NA
24 Cold storage 24 4222 13 No 3.503 NA
25 Marina service (docking, storage, cleaning, repair) 25 4493 21 No 3.503 NA
26 Marine towing service (incl. tugboats) 26 4492 7 No 3.503 NA
27 Travel agent services 27 4724 3 No 3.503 NA
28 Packing and crating 28 4783 8 No 3.503 NA

See key to abbreviations and notes at the end of this table.

1-201

A
ppendix C



1987 No. of Mass. FY96 Tax FY96 Tax
Item FTA SIC States Sales Tax Taxed Expenditure Expenditure
Number Service Category Item Code Taxing& Applies?# as TPP Item Number Estimate ($M)

Utility Service —  Industrial Use <nonresidential>
29 Intrastate telephone & telegraph <nonresidential> 29 4811 pt. 44 Yes* 3.422 0.0
30 Interstate telephone & telegraph <nonresidential> 30 4811 pt. 20 Yes — 0.0
31 Cellular telephones 31 39 Yes — 0.0
32 Electricity <nonresidential> 32 491 pt. 37 Yes* TPP 3.401 52.6
33 Water <nonresidential> 33 494 pt. 20 No 3.105 11.0
34 Natural gas <nonresidential> 34 492 pt. 38 Yes* TPP 3.403 8.1
35 Other fuel (including heating oil) <nonresidential> 35 39 Yes' TPP 3.402 5.4
36 >Steam <nonresidential> n.a. 4961 pt. Yes* TPP 3.404 4.0
37 Sewer and refuse <nonresidential> 36 495 pt. 11 No 3.503 NA

Utility Service —  Residential Use
38 Intrastate telephone & telegraph <residential> 37 4811 pt. 42 Yes* 3.422 33.0
39 Interstate telephone & telegraph <residential> 38 4811 pt. 19 Yes — 0.0
40 Cellular telephones 39 38 Yes — 0.0
41 Electricity <residential> 40 491 pt. 23 No 3.401 57.4
42 Water -presidential? 41 494 pt. 12 No 3.105 11.0
43 Natural gas -presidential? 42 492 pt. 23 No 3.403 46.9
44 Other fuel (including heating oil) -presidential? 43 24 No 3.402 48.0
45 ?Steam -presidential? n.a. 4961 pt. No 3.404 NA
46 Sewer and refuse -presidential? 44 495 pt. 10 No 3.503 NA

Finance, Insurance and Real Estate
47 Service charges of banking institutions 45 61 3 No 3.503 NA
48 Insurance services 46 64 6 No 3.503 NA
49 Investment counseling 47 6282 6 No 3.503 NA
50 Loan broker fees 48 6163 6 No 3.503 NA
51 Property sales agents (real estate or personal) 49 653 pt. 4 No 3.503 NA
52 Real estate management fees (rental agents) 50 653 pt. 6 No 3.503 NA
53 Real estate title abstract services 51 654 6 No 3.503 NA
54 Tickertape reporting (financial reporting) 52 6289 9 Yes* 3.503 NA

Services
Personal services
55 Barber shops and beauty parlors 53 723,724 6 No 3.503 20.7
56 C arpet and upholstery cleaning 54 7217 14 No 3.503 1.3
57 Dating services 55 7299 pt. 10 No 3.503 NA
58 Debt counseling 56 7299 pt. 7 No 3.503 NA
59 Diaper service 57 7219 pt. 23 No 3.503 0.3
60 Incom e from  funera l services 58 726 15 No 3.503 9.2
61 Fishing and hunting guide services 59 7999 pt. 9 No 3.503 NA
62 G arm ent services (a ltering & repairing) 60 7219 pt. 19 No TPP 3.503 NA
63 Gift and package wrapping service 61 7389 pt. 18 No 3.503 NA
64 Health clubs, tanning parlors, reducing salons 62 7299,7991 pt. 18 No 3.503 6.3 •

See key to abbreviations and notes at the end of this table.
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Item
Number Service Category

FTA
Item

1987
SIC
Code

No. of 
States 
Taxing&

Mass. 
Sales Tax 
Applies?#

Taxed 
as TPP

FY96 Tax 
Expenditure 
Item Number

FY96 Tax 
Expenditure 
Estimate ($M)

65 Laundry and dry cleaning services, coin-op 63 7215 8 No 3.503 3.9
66 Laundry and dry cleaning services, non-coin op 64 7211 21 No 3.503 2.2
67 Massage services 65 7299 pt. 10 No 3.503 NA
68 900 number services 66 4811 pt. 20 Yes’ 3.503 NA
69 Personal instruction (dance, golf, tennis, etc.) 67 7999 pt. 7 No 3.503 NA
70 Shoe repair 68 725 21 No 3.503 0.2
71 Swimming pool cleaning & maintenance 69 7389 pt. 15 No 3.503 NA
72 Tax return preparation 70 7291 7 No 3.503 1.8
73 Tuxedo rental 71 7299 pt. 39 No 3.503 NA
74 Water softening and conditioning 72 7389 pt. 14 No TPP 3.503 NA

Business services
75 Advertising, generally including direct mail> n.a. 731,7331 No 3.503 7.0

Sales of advertising time or space:
76 Billboards 73 7312 4 No 3.503 NA
77 Radio & television, national advertising 74 7319 pt. 3 No 3.503 NA
78 Radio & television, local advertising 75 7319 pt. 4 No 3.503 NA
79 Newspaper 76 4 No 3.503 NA
80 Magazine 77 4 No 3.503 NA
81 Advertising agency fees (not ad placement) 78 7311 8 No 3.503 NA
82 Armored car services 79 7381 pt. 13 No 3.503 0.5
83 Bail bond fees 80 7389 pt. 5 No 3.503 NA
84 >Building services n.a. 734 No 3.503 27.2
85 Check & debt collection 81 7322 8 No 3.503 1.8
86 Commercial art and graphic design 82 7336 20 No TPP 3.503 1.0
87 Commercial linen supply <inc. industrial launderers> 83 7218 33 No 3.503 3.0
88 >Commercial photography n.a. 7335 No TPP 3.503 negl.
89 Credit information, credit bureaus 84 7323 13 No 3.503 0.7
90 >Detective, guard and armored car services n.a. 7381 all No 3.503 6.5
91 Employment agencies 85 7361 9 No 3.503 3.8
92 Interior design and decorating 86 7389 pt. 9 No 3.503 0.8
93 Maintenance and janitorial services 87 7349 all 16 No 3.503 20.4
94 Lobbying and consulting 88 7 No 3.503 2.4
95 Marketing 89 6 No 3.503 NA
96 Packing and crating 90 8 No 3.503 NA
97 Exterminating (includes termite services) 91 7342 15 No 3.503 2.1
98 Photocopying services 92 7334 42 Yes TPP — 0.0
99 Photo finishing 93 7384 44 Yes TPP _ 0.0
100 >Photographic studio services n.a. 7221 No TPP 3.503 negl.
101 Printing 94 44 Yes* TPP — NA

See key to abbreviations and notes at the end of this table.
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Item
Number Service Category

FTA
Item

1987
SIC
Code

No. of 
States 
Taxing&

Mass. 
Sales Tax 
Applies?#

Taxed 
as TPP

FY96 Tax 
Expenditure 
Item Number

FY96 Tax 
Expenditure 
Estimate ($M)

102 Private investigation (detective) services 95 7381 pt. 13 No 3.503 NA
103 Process server fees 96 7389 pt. 6 No 3.503 NA
104 Public relations, management consulting 97 874 7 No 3.503 41.7
105 Secretarial and court reporting services 98 7338 9 No 3.503 1.0
106 Security <systems> services 99 7382 14 No 3.503 1.7
107 Sign construction and installation 100 7389 pt. 21 Yes* TPP 3.503 NA
108 Telemarketing services on contract 101 7389 pt. 6 No 3.503 NA
109 Telephone answering service 102 7389 pt. 15 No 3.503 0.6
110 Temporary help agencies <and other help supply> 103 7363 10 No 3.503 18.7
111 Test laboratories (excluding medical) 104 8734 8 No 3.503 3.3
112 Tire recapping and repairing 105 7534 22 No TPP 3.503 NA
113 Window cleaning 106 7349 pt. 14 No 3.503 0.1

Computer
114 Software —  package or canned program 107 7372 46 Yes TPP — 0.0
115 Software —  modifications to canned program 108 7371 pt. 34 No 3.503 51.2
116 Software —  custom programs —  material 109 28 No* — NA
117 Software —  custom programs —  professional services 110 7371 pt. 15 No 3.503 NA*
118 Information <retrieval> services 111 7375 14 No 3.503 4.2
119 Data processing services 112 7374 pt. 12 No 3.503 23.8
120 Mainframe computer access and processing services 113 7374 pt. 11 No 3.503 NA*
121 >Computer maintenance and repair services n.a. 7378 No 3.503 15.3

Automotive services <except repair>
122 Automotive washing and waxing 114 7542 21 No 3.503 3.8
123 Automotive road service and towing services 115 7549 pt. 15 No 3.503 NA
124 Auto serv. except repairs <including lube> 116 7549 all 23 No 3.503 3.5
125 Parking lots & garages 117 752 19 No 3.503 6.6
126 Automotive rustproofing & undercoating 118 7549 pt. 26 No 3.503 NA

Admissions & amusements
127 >Misc. amusement and recreation services (SIC 799) n.a. 799 No 3.503 41.5
128 >Admissions to entertainment events, generally n.a. No 3.503 37.1
129 Pari-mutuel racing events 119 7948 27 No 3.503 5.6
130 Amusement park admission & rides 120 7996 36 No 3.503 1.3
131 Billiard parlors 121 7999 pt. 25 No 3.503 0.0
132 Bowling alleys 122 793 27 No 3.503 2.3
133 Cable TV services 123 24 No 3.503 NA
134 Circuses and fairs —  admission and games 124 7999 pt. 34 No 3.503 1.3
135 Coin operated video games 125 7993 pt. 20 No 3.503 1.7
136 Admission to school and college sports events 126 821,822 27 No 3.503 NA

S ee  key to abbreviations and notes at the end of this table.



Item
Number Service Category

FTA
Item

1987
SIC
Code

No. of 
States 
Taxing&

Mass. 
Sales Tax 
Applies?#

Taxed 
as TPP

FY96 Tax 
Expenditure 
Item Number

FY96 Tax 
Expenditure 
Estimate ($M)

137 Membership fees in private clubs 127 7997 21 No 3.503 17.9
138 Admission to cultural events 128 792 31 No 3.503 12.6
139 Pinball and other mechanical amusements 129 7993 pt. 22 No 3.503 NA*
140 Admission to professional sports events 130 7941 36 No 3.503 6.0
141 Rental of films and tapes by <movie> theaters 131 783 9 No 3.421 NA
142 Rental of video tapes for home viewing 132 784 45 Yes TPP 0.0

Professional services
143 Accounting <auditing> and bookkeeping 133 872 5 No 3.503 44,7
144 Attorneys <legal services> 134 81 5 No 3.503 134.6
145 Dentists 135 802 4 No 3.503 53.4
146 Engineers engineering services> 136 8711 5 No 3.503 74.0
147 Architectural services n.a. 8712 No 3.503 11.2
148 Land <water and aerial> surveying 137 8713 7 No 3.503 1.9
149 Medical test laboratories 138 807 4 No 3.503 19.4
150 Nursing services out-of-hospital 139 8059 4 No 3.503 102.5
151 Physicians 140 801 4 No 3.503 227.7

Leases and Rentals
152 Personal property, short term (generally) 141 7359 45 Yes TPP _ 0.0
153 Personal property, long term (generally) 142 7359 45 Yes TPP _ 0.0
154 Bulldozers, draglines and const, mach., short term 143 7359 45 Yes TPP _ 0.0
155 Bulldozers, draglines and const, mach., long term 144 7359 45 Yes TPP _ 0.0
156 Rental of hand tools to licensed contractors 145 7353 45 Yes TPP _ 0.0
157 Short term automobile rental 146 751 45 Yes TPP __ 0.0
158 Long term automobile lease 147 751 36 Yes TPP _ 0.0
159 Limousine service (with driver) 148 17 No 3.503 NA
160 Aircraft rental to individual pilots, short term 149 7359 44 Yes TPP _ 0.0
161 Aircraft rental to individual pilots, long term 150 7359 43 Yes TPP _ 0.0
162 Chartered flights (with pilot) 151 10 Yes 3.503 NA
163 Hotels, motels, lodging houses 152 701 50* Yes* _ 0.0
164 Trailer parks —  overnight <and campsites> 153 703 27 No 3.503 NA

Fabrication, Installation and Repair Services
165 Custom fabrication labor 154 38 Yes 3.503 NA
166 Repair material, generally 155 46 Yes TPP _ 0.0
167 Repair labor, generally 156 769 23 No* 3.503 NA
168 Labor charges on repair of aircraft 157 20 No 3.503 NA
169 Labor charges —  repairs to interstate vessels 158 12 No 3.418 1.5
170 Labor charges —  repairs to intrastate vessels 159 18 No 3.503 NA
171 Labor —  repairs to commercial fishing vessels 160 3731 13 No 3.503 NA

See key to abbreviations and notes at the end of this table.
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Item
Number Service Category

FTA
Item

1987
SIC
Code

172 Labor charges on repairs to railroad rolling stock 161
173 Labor charges on <automotive> repairs 162 753
174 Labor on radio/TV repairs; other electronic equip. 163 7622
175 Labor charges —  repairs other tangible property 164 7699
176 Labor—  repairs or remodeling of real property 165
177 Labor charges on repairs delivered under warranty 166
178 Service contracts sold at the time of sale of TPP 167
179 Installation charges by persons selling property 168
180 Installation charges —  other than seller of goods 169
181 Custom processing (on customer’s property) 170
182 Custom meat slaughtering, cutting and wrapping 171
183 Taxidermy 172 7699
184 Welding labor (fabrication and repair) 173 7692

See key to abbreviations and notes at the end of this table.

SUMMARY OF FY96 SERVICE-RELATED TAX EXPENDITURES

Nontaxation of Certain Services $1,161.9
(this year’s budget, Item 3.503)

Exemptions for Services (including utilities)
(this year’s budget, Items 3.105, 3.401 to 3.404, 3.418, 3.421 and 3.422) 278.8

TOTAL ALL SERVICE-RELATED TAX EXPENDITURES $1,440.7

No. of Mass. FY96 Tax FY96 Tax
States Sales Tax Taxed Expenditure Expenditure
Taxings Applies?# as TPP Item Number Estimate ($M)

13 No 3.503 NA
22 No 3.503 30.2
23 No 3.503 9.8
23 No 3.503 18.8
14 No 3.503 NA
8 No 3.503 NA

28 No 3.503 NA
20 No 3.503 NA
16 No 3.503 NA
27 No 3.503 NA
13 No 3.503 NA
29 Yes TPP — 0.0
31 No TPP 3.503 NA
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KEY TO ABBREVIATIONS AND SYMBOLS

NOTE

&

#

TPP

>, n.a.

< > 

NA 

pt.

n.e.c.

SIC

The following major service categories have not been included in this analysis: hospitals; educational institutions and services; social services; research and development services; and 
membership organizations.

The state count includes states taxing the service at either the state or local level under sales, use, gross receipts, business and occupation, and miscellaneous taxes where the tax is 
measured by the total transaction price or the total gross sales or receipts of a business. Massachusetts information has been updated to reflect current tax law. Information for other 
states was obtained from the Federation of Tax Administrators, Sales Taxation of Services, November 1992. Besides Massachusetts, other state tax law changes have not been 
accommodated.

This information on taxable sales pertains to the sale of services only. In addition, services generally have been and will continue to be taxable as sales of tangible personal property 
when they are integrally related to the sale or fabrication of tangible personal property.

This category either 1) is taxable as a sale, lease, or rental of tangible personal property or, 2) is taxable as tangible personal property when the service is integrally related to the sale 
or fabrication of tangible personal property

The item shown is not included in the original Federation of Tax Administrators (FTA) study. It has been added because of its relevance to Massachusetts tax law, or because of its 
correspondence to Census data on service industries.

FTA wording has been slightly modified to correspond to a Massachusetts taxable service, to a SIC code definition, or to otherwise clarify meaning.

Not available.

Part: The SIC group shown includes other closely-related services. The information shown only pertains to the item described.

Not elsewhere classified.

Standard Industrial Classification.

See additional NOTES on the following page.
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Item
Numbers) NOTES

29, 38 Yes:

32, 34-36 Yes:

54 Yes:

64

68 Yes:

101 Yes:

107 Yes:

115

116 No:

117

119

120

125

135

139

163 50:

163 Yes:

167 No:

Local residential telecommunications services billed on a monthly recurring basis, up to a maximum of $30 per month, are exempt.

Sales of electricity, gas, steam, and heating fuel for residential use are exempt. Certain sales of electricity, gas, steam, and heating fuel for 
use at an industrial plant are exempt. The latter exemptions are discussed in Technical Information Release (TIR) 90-7.

May be taxable as a telecommunication service.

Estimate pertains to health clubs and physical fitness facilities (SIC 7991) only.

900 number services are only taxable on the telecommunication charge for the call and not the service fee.

Sales of printed material for use outside of Massachusetts are exempt; printing material to be utilized in the producing of a final printed 
material is exempt.

Separately stated installation charge is exempt.

Estimate includes item 117.

Sales of custom software are generally exempt as professional service transactions; associated materials such as magnetic media are exempt, 
so long as the original cost of the medium is an inconsequential element of the cost of the entire transaction.

Included in the estimate for item 115.

Estimate includes item 120.

Included in the estimate for item 119,

Estimate excludes municipal lots and garages unless managed by a private company.

Estimate includes pinball and other mechanical amusements (item 139).

Included in the estimate for item 135.

Although hotels, motels, and lodging houses are exempt from Massachusetts sales tax, they are taxable under a separate room occupancy 
excise at a rate of 5.7%. Massachusetts is therefore included in this state count.

Exempt from sales tax, but taxed under Room Occupancy Excise, M.G.L. Ch. 64G, at a rate of 5.7%.

Separately stated labor is generally exempt.
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T ax  E xpenditure B udget: Part V I: A ppend ices  

A P P E N D IX  D: D istributional E ffec ts  For S e lec ted  T a x  E xpenditures

The Tax Expenditure Budget lists the preferential tax treatm ents in four major taxes and 
indicates their e ffect on governm ent revenues. However, the budget does not tell us how 
effective these provisions are in carrying out governm ent policy. For example, this year's 
budget shows tha t the exem ption for food under the sales tax costs the Com m onwealth 
$328.8 million. W hat it doesn’t show is how  this $328.8  million is spent. Assum ing the 
exemption for food is intended to benefit people w ho m ust spend a large percentage of 
their disposable income on food, to evaluate this provision we need to know w hether its 
purpose is met - we need to know w ho actually gets the benefit of the exem ption and to 
what extent.

The figures below are a firs t step tow ard  providing this kind of inform ation. The tax 
expenditures chosen are ones of general interest fo r w hich we have data. Their selection 
does not indicate any opinion as to  their desirability.

The first seven figures are fo r tax expenditures under the personal income tax. The 
statistics are from  actual 1990 tax data simulated to  re flect 1995 law using this year's tax 
expenditure estimate fo r each item. In other words, the tax expenditure amounts reflect 
1990 income levels, but 1995 law. Income is expressed in term s of "M assachusetts net 
adjusted gross income" (Net AGI) w hich is generally gross income minus the cost of 
producing the incom e.1 Each table shows the tota l tax expenditure amount d istributed 
across the seven income brackets, the average benefit per return, and the benefit as a 
percentage of income (Net AGI).

The second thirteen figures represent tax expenditures under the sales tax. The 
distribution of these tax expenditures across income brackets is based on the U.S. Bureau 
of Labor S tatistics Consumer Expenditure Survey, 1991-1992. The figures do not include 
sales to businesses, so in some cases the tax expenditure amounts are substantia lly lower 
than those presented elsewhere in the Tax Expenditure Budget. In these figures income is 
expressed in terms of "household m onetary income" (HMI) w hich means to ta l household 
income (excluding in-kind benefits, except food stamps) before taxes. The eight income 
brackets are the brackets used in the Consumer Expenditure Survey. Each figure shows 
the total tax expenditure amount d istributed across the eight income brackets, the average 
benefit per household fo r each bracket and the benefit as a percentage of income (HMI).

' A discussion of "Net Adjusted Gross Income" can be found in the May 1992 report, "Massachusetts Statistics of Income: 
Individual Income Tax Returns, 1990."
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Personal Income Tax Items

Deduction for Retirement 
Contributions

(Items 1.401 and 1.402)
Net
Adjusted
Gross Income
Level Total Average

Benefit Benefit Benefit as
($1,000) ($ Millions) Per Return % of AGI

Under 10 0.8 1.2 0.11%
10 to 20 27.7 45.3 0.30%
20 to 30 53.1 108.5 0.44%
30 to 50 85.5 144.2 0.37%
50 to 100 79.6 192.7 0.29%
100 to 200 13.0 183.1 0.14%
over 200 4.1 158.8 0.03%

Total 264.0 91.0 0.28%

Rent Deduction 
(Item 1.411)

Net
Adjusted 
Gross Income 
Level

($1,000)

Total 
Benefit 

($ Millions)

Average 
Benefit 

Per Return
Benefit as 
% of AGI

Under 10 0.5 0.7 0.06%
10 to 20 22.9 37.5 0.25%
20 to 30 30.7 62.8 0.25%
30 to 50 28.0 47.1 0.12%
50 to 100 8.9 21.6 0.03%
100 to 200 0.8 11.0 0.01%
over 200 0.2 6.1 0.00%

Total 92.0 31.7 0.10%

Preferential Treatment of Interest 
on Savings in Massachusetts Banks 

(Item 1.501)
Net
Adjusted 
Gross Income
Level

($1,000)

Total 
Benefit 

($ Millions)

Average 
Benefit 

Per Return
Benefit as 
% of AGI

Under 10 6.4 9.2 0.81%
10 to 20 12.5 20.5 0.14%
20 to 30 28.3 57.8 0.23%
30 to 50 42.5 71.6 0.18%
50 to 100 43.4 105.1 0.16%
100 to 200 17.2 242.0 0.18%
over 200 19.3 747.1 0.16%

Total 169.6 58.5 0.18%

Additional Exemption for
the Elderly 
(Item 1.403)

Net
Adjusted 
Gross Income 
Level Total Average

Benefit Benefit B e n e f i t  as

($1,000) ($ Millions) Per Return %  o f  AGI

Under 10 0.1 0 .1 0 .0 1 %

10 to 20 1.6 2.7 0 .0 2 %

20 to 30 3.6 7.3 0 .0 3 %

30 to 50 3.2 5.4 0 .0 1 %

50 to 100 1.7 4.2 0 .0 1 %

100 to 200 0.5 7.6 0 .0 1 %

over 200 0.3 1 0 . 0 0 .0 0 %

Total 11.0 3.4 0 .0 1 %
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Deduction for Dependent under 12 
(Item 1.406)

Net
Adjusted 
Gross Income 
Level

($1,000)

Total 
Benefit 

($ Millions)

Average 
Benefit 

Per Return
Benefit as 
% of AGI

Under 10 0.1 0.1 0.01%
10 to 20 1.7 2.7 0.02%
20 to 30 2.4 4.9 0.02%
30 to 50 5.2 8.7 0.02%
50 to 100 3.9 9.4 0.01%
100 to 200 0.6 8.1 0.01%
over 200 0.2 8.1 0.00%

Total 14.0 4.8 0.01%

Deduction for Business-Related 
Childcare Expenses 

(Item 1.409)
Net
Adjusted 
Gross Income
Level

($1,000)

Total 
Benefit 

($ Millions)

Average 
Benefit 

Per Return
Benefit as 
% of AGI

Under 10 0.1 0.1 0.01%
10 to 20 2.5 4.1 0.03%
20 to 30 2.3 4.7 0.02%
30 to 50 3.7 6.3 0.02%
50 to 100 4.9 11.8 0.02%
100 to 200 1.2 17.2 0.01%
over 200 0.3 11.4 0.00%

Total 15.0 5.2 0.02%

Capital Gains Deduction 
(Item 1.201)

Net
Adjusted 
Gross Income
Level

($1,000)

Total 
Benefit 

($ Millions)

Average 
Benefit 

Per Return
Benefit as 
% of AGI

Under 10 3.6 5.1 0.27%
10 to 20 2.9 4.7 0.03%
20 to 30 2.9 5.9 0.02%
30 to 50 5.8 9.9 0.03%
50 to 100 11.8 29.2 0.04%
100 to 200 11.3 162.4 0.12%
over 200 44.2 1,789.1 0.39%

Total 82.5 28.4 0.09%
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Sales Tax Items
Goods

Exemption for Food Exemption for Alcoholic Beverages
(Item 3.101) (Item 3.201)

Household
Monetary
Income

($1,000)

Total 
Benefit 

($ Millions)

Average 
Benefit per 
Household

Benefit as 
% of HMI

Household
Monetary
Income

($1,000)

Total 
Benefit 

($ Millions)

Average 
Benefit per 
Household

Benefit as 
% of HMI

Under 5 6.7 68 2.72% Under 5 2.3 23 0.92%
5 to 10 20.3 88 1.18% 5 to 10 1.5 7 0.09%
10 to 15 20.6 107 0.85% 10 to 15 4.2 22 0.17%
15 to 20 27.6 124 0.71% 15 to 20 5.4 24 0.14%
20 to 30 53.9 133 0.53% 20 to 30 11.2 28 0.11%
30 to 40 50.2 145 0.41% 30 to 40 8.6 25 0.07%
40 to 50 44.0 165 0.37% 40 to 50 12.6 47 0.11%
Over 50 105.4 204 0.23% Over 50 39.7 77 0.09%

Total 328.8 144 0.37% Total 85.5 37 0.10%

Exemption for Clothing Exemption for Medical and Dental
(Item 3.103) 2 Supplies and Devices

(Item 3.104)
Household Household
Monetary Monetary
Income Total Average Income Total Average

Benefit Benefit per Benefit as Benefit Benefit per Benefit as
($1,000) ($ Millions) Household % of HMI ($1,000) ($ Millions) Household % of HMI

Under 5 3.8 39 1.54% Under 5 1.1 11 0.45%
5 to 10 6.5 28 0.37% 5 to 10 5.0 22 0.29%
10 to 15 9.9 51 0.41% 10 to 15 6.3 33 0.26%
15 to 20 11.9 53 0.31% 15 to 20 10.4 47 0.27%
20 to 30 30.6 72 0.30% 20 to 30 14.6 36 0.14%
30 to 40 26.0 75 0.21% 30 to 40 10.8 31 0.09%
40 to 50 26.7 100 0.22% 40 to 50 8.8 33 0.07%
Over 50 88.8 171 0.19% Over 50 19.9 38 0.04%

Total 204.1 89 0.23% Total 70.1 34 0.09%

2 This estimate takes into account the dynamic economic effects of this tax expenditure. For further information, see the Introduction.
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Utilities and Fuel

Exemption for Gasoline Exemption for Electricity
(Included in Item 3.202) (Included in Item 3.401) 3

Household
Monetary
Income

($1,000)

Total 
Benefit 

($ Millions)

Average 
Benefit per 
Household

Benefit as 
% of HMI

Household
Monetary
Income

($1,000)

Total 
Benefit 

($ Millions)

Average 
Benefit per 
Household

Benefit as 
% of HMI

Under 5 3.1 31 1.23% Under 5 1.1 11 0.43%
5 to 10 4.8 21 0.28% 5 to 10 3.2 14 0.18%
10 to 15 6.3 33 0.26% 10 to 15 3.7 19 0.15%
15 to 20 9.9 44 0.25% 15 to 20 4.7 21 0.12%
20 to 30 22.7 56 0.22% 20 to 30 9.3 23 0.09%
30 to 40 25.0 72 0.21% 30 to 40 9.1 26 0.07%
40 to 50 22.9 86 0.19% 40 to 50 7.5 28 0.06%
Over 50 52.2 101 0.11% Over 50 18.9 37 0.04%

Total 146.8 64 0.17% Total 57.4 25 0.06%

Exemption for Fuel for Heating Exemption for Natural Gas
(Included in Item 3.402) 3 (Included in Item 3.403) 3

Household Household
Monetary Monetary
Income Total Average Income Total Average

Benefit Benefit per Benefit as Benefit Benefit per Benefit as
($1,000) ($ Millions) Household % of HMI ($1,000) ($ Millions) Household % of HMI

Under 5 0.8 8 0.33% Under 5 1.3 13 0.52%
5 to 10 3.5 15 0.20% 5 to 10 3.3 14 0.19%
10 to 15 3.8 20 0.16% 10 to 15 3.6 19 0.15%
15 to 20 4.3 19 0.11% 15 to 20 5.2 23 0.13%
20 to 30 8.2 20 0.08% 20 to 30 10.0 25 0.10%
30 to 40 9.6 28 0.08% 30 to 40 6.9 20 0.06%
40 to 50 6.4 24 0.05% 40 to 50 7.2 27 0.06%
Over 50 16.8 32 0.04% Over 50 17.5 34 0.04%

Total 53.4 23 0.06% Total 55.0 24 0.06%

Exemption for Telephone
Exemption for Water and Telegraph

(Included in Item 3.105) 3 (Included in Item 3.422) 3
Household Household
Monetary Monetary
Income Total Average Income Total Average

Benefit Benefit per Benefit as Benefit Benefit per Benefit as
($1,000) ($ Millions) Household % of HMI ($1,000) ($ Millions) Household % of HMI

Under 5 0.1 2 0.06% Under 5 1.1 11 0.45%
5 to 10 0.5 2 0.03% 5 to 10 1.9 8 0.11%
10 to 15 0.6 3 0.03% 10 to 15 2.2 11 0.09%
15 to 20 0.9 4 0.02% 15 to 20 2.9 13 0.07%
20 to 30 1.9 5 0.02% 20 to 30 5.3 13 0.05%
30 to 40 1.6 4 0.01% 30 to 40 5.2 15 0.04%
40 to 50 1.6 6 0.01% 40 to 50 4.1 15 0.03%
Over 50 3.7 7 0.01% Over 50 10.3 20 0.02%

Total 11.0 5 0.01% Total 33.0 14 0.04%

3 Residential Consumption Only.
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Services

Nontaxation of Automotive Repair 
Services Nontaxation of Health Services

Household
Monetary
Income

($1,000)

Total 
Benefit 

($ Millions)

(Item 3.503)

Average 
Benefit per 
Household

Benefit as 
% of HMI

Household
Monetary
Income

($1,000)

(Included in Item 3.503)

Total Average 
Benefit Benefit per 

($ Millions) Household
B e n e f i t  as 

%  o f  HMI

Under 5 0.4 4 0.16% Under 5 13.3 134 5.36%
5 to 10 1.0 4 0.06% 5 to 10 16.1 70 0.93%
10 to 15 1.3 7 0.06% 10 to 15 20.8 108 0.86%
15 to 20 1.6 7 0.04% 15 to 20 25.7 115 0.66%
20 to 30 5.0 12 0.05% 20 to 30 59.3 146 0.59%
30 to 40 4.9 14 0.04% 30 to 40 75.2 217 0.62%
40 to 50 4.0 15 0.03% 40 to 50 50.9 192 0.43%
Over 50 11.9 23 0.03% Over 50 141.8 274 0.31%

Total 30.2 13 0.03% Total 403.0 177 0.45%

Household
Monetary
Income

($1,000)

Nontaxation of Admissions to 
Entertainment Events and Other 

Amusement and Recreation Services 
(Included in Item 3.503)

Total Average 
Benefit Benefit per Benefit as 

($ Millions) Household % of HMI

Under 5 1.8 18 0.72%
5 to 10 2.1 9 0.12%
10 to 15 1.8 9 0.08%
15 to 20 3.6 16 0.09%
20 to 30 9.1 23 0.09%
30 to 40 10.3 30 0.08%
40 to 50 11.3 42 0.09%
Over 50 38.5 74 0.08%

Total 78.6 34 0.09%
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Tax Expenditure Budget 

PART VII: Glossary

Amortization: Annual deduction allowed fo r 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 "capita lized" and then may be depreciated, 
amortized, or recovered when a business is sold. To be distinguished from an expense.

Credit: Am ount 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: Am ount w hich a taxpayer is allowed to subtract from  the gross tax base.

Depreciation: Annual deduction allowed fo r the gradual exhaustion or obsolescence of 
tangible property used in the production of income.

Exclusion: The legal elim ination from  the tax base of items recognized as falling w ith in  its 
definition. The federal term for w hat is sometimes called an exemption for Massachusetts. 
(See below.)

Exemption: The legal elim ination from the tax base of items or transactions recognized as 
falling w ith in  its defin ition, or of taxable units w hich 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 tota l of all items included in the concept of income tha t a taxpayer 
receives during the taxable period.

Net income: Am ount remaining after subtracting exem pt income and deductions from  
gross income.

Personal exem ption: A specific amount or percentage of net income on w hich the tax rate 
is zero. To be distinguished from  an exemption as defined above, w hich applies to a class 
of income or taxpayers. Sometimes called an "a llow ance".

Taxable income: Am ount to which the tax rates are applied in com puting tax liability, after 
subtracting personal exemptions from net income.
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Capital Outlay

Over the last four years, the W eld/Cellucci Adm inistration has substantia lly reduced the 
rate of spending on capital projects throughout the Com m onwealth. Tw o prim ary factors 
have necessitated this course: First, the expansion in long-term borrow ing to  remedy 
operating budget shortfalls under the previous adm inistration has created lasting and 
significant constraints to  further expansions in the capital spending program. Second is the 
simple fact tha t the C om m onwealth 's historic pace of capital spending has been 
disproportionate to its grow th in population and other resources. It is true tha t the public 
infrastructure requirements of the state are unique, and tha t the M assachusetts economy 
has historically possessed a strong capacity to  sustain a large public capital program. But 
for too long, the citizens of M assachusetts have held the dubious d istinction 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 C om m onw ealth 's operating budget, 
greatly limiting our flex ib ility  to decrease tax rates, or in itiate new programs w hich m ight 
have significant early year costs but m ight generate savings in the future. As a result of 
this situation, the Com m onwealth is extrem ely lim ited in its ability to  deal w ith  decreases in 
the rate of revenue grow th, much less respond to  actual decreases in tax collections from  
one year to the next, such as occurred in the early 1 99 0 ’s.

To respond to this situation, the W eld/Cellucci Adm inistration has sought to manage the 
state's capital construction program so tha t to ta l outstanding debt does not increase by 
more than 2% each year. An accompanying graph charts the A dm in istra tion 's  progress in 
this effort and outlines the likely parameters of fu ture  capital expenditures under the 
Administration's current Five Year Capital Plan. Because of the success in im plem enting 
this policy since Fiscal Year 1993, and the aggressive refinancing e ffo rts  of the Treasurer 
to take advantage of unusually low  interest rates, debt service expenditures have grow n by 
an annual average of only 3 .7%  from  Fiscal Year 1993 to  Fiscal Year 1996.

The Weld/Cellucci Adm inistration has had to  be extrem ely careful in deciding w hich capital 
projects to initiate. We have focused on capital expenditures w hich would s ign ificantly 
enhance the economy, including roadway and rapid transit im provem ents, reduce the 
operating budget, such as human service fac ility  consolidation, or substantia lly improve the 
ability of the Commonwealth to serve its citizens, such as courthouse renovations and 
improved computerization of the s ta te 's  operations. A fourth  priority area, increased prison 
capacity and efficiency, has been severely lim ited by the lack of capital authorizations for 
these purposes, notw ithstanding several requests fo r such authorization.

The Weld/Cellucci Adm inistration w ill continue to w ork w ith in  the lim itations placed on the 
Commonwealth by its high debt burden while ensuring tha t the sta te 's  capital needs are 
met. We w ill continue to improve and maintain our public lands, roads, bridges, and 
buildings to support the continued g row th  of the private sector. W hile capital outlay 
authorizations are in place for much of this w ork, new authorizations are needed. We w ill
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therefore file in the days fo llow ing our Fiscal Year 1996 Budget submission, a number of 
authorization requests. Several of w hich are summarized on the fo llow ing  pages.

An Act Providing for an Environmental Enhancement and Protection Program for the  
Commonwealth.

This legislation w ill provide $300 million of capital spending authority to enhance and 
expand the Com m onwealth 's environmental resources. The funds provided by this bill w ill 
also make possible the exploration of an alternative w ay to  approach open space 
acquisition-using state assistance to  leverage municipal and private open space 
investments.

Previous capital appropriations fo r open space acquisition are nearly exhausted. They have 
financed the acquisition of approxim ately 10,000 acres per year fo r the past several years 
by the Executive Office of Environmental A ffa irs for the benefit of our citizens. It is 
important to replenish these accounts prom ptly to ensure tha t s ta ff members skilled in the 
efficient acquisition of open space resources are not forced to  be reassigned or laid o ff. 
Such actions would unnecessarily delay the e ffective  im plem entation of the programs 
provided for in the legislation. The funding proposed w ill be su ffic ien t to continue the 
program at its past rate of acquisitions consistent w ith  the W eld/Cellucci A dm in istra tion '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 s ignificantly degraded. 
Finally, the legislation provides funding for a Geographic Inform ation System program to 
assist in open space planning activities.

Information Technology Bond Bill II.

This legislation authorizes $225 million of state capital expenditures, and w ill leverage 
significant additional sums from  federal matching programs to substantially expand and 
enhance the Com m onwealth 's com puter and inform ation technology capacity. It is critical 
that the Commonwealth fo llow  the lead of the private sector in utilizing modern inform ation 
technology to increase productiv ity  and enhance the variety and quality of service we 
provide our citizens. Several of the projects financed by the firs t Inform ation Technology 
Bond Bill are already producing remarkable results, and many other states have had similar 
positive results from their investm ents in inform ation technology.
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The projects financed w ith  the funds proposed for appropriation w ill be selected by the 
Executive Office for Adm inistration and Finance, working through its Office of Management 
Information Systems, from  proposals prepared and promoted by operating departments and 
agencies, similar to the process w hich was used in implementing the firs t Information 
Technology Bond Bill.

An Act  Relative to  The Expansion, Upkeep, and Reinvestm ent in the Existing Correctional 
Facilities of the Commonwealth and the Counties, and the Facilities of the Department of 
Youth Services.

This legislation w ill reinforce the W eld/Cellucci A dm in istra tion 's  com m itm ent to public 
safety by authorizing a $591 million capital plan to  construct over 4 ,700  new and 
replacement cells fo r the state and county correctional system s and add 300 secure beds 
for juvenile offenders.

This plan will provide the expenditure authority necessary to  upgrade and improve our 
correctional facilities over the next five years as part of the W eld/Cellucci Administration's 
Five Year Capital Plan, which w ill guide its im plem entation. The plan includes:

• $278 million for construction of 2 ,600  new m axim um /m edium  security cells on sites 
tha t include existing correctional campuses in Bridgewater, Lancaster, and Gardner; 
comprehensive restructuring of facilities fo r female offenders; and expansion and 
upkeep of the youth services system ;

• $ 1 66.5 million for the addition of more than 1,600 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 im provem ents 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 inform ation technology infrastructure of the 
Executive Office of Public Safety and its departm ents.
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This plan also underscores our com m itm ent to  the com m unities in w hich correctional 
facilities are located. The bill includes funding fo r a com m unity grant program to 
compensate those cities and tow ns w hich agree to host a state fac ility .

An Act Providing for a Program of Capital Improvem ents to  the System  o f Public Higher 
Education in the Commonwealth

This legislation provides the financing necessary to construct substantial im provem ents and 
additions to the capital facilities of the Com m onw ealth 's higher education system . The 
$114 million of new general obligation funding, when combined w ith  $1 16 million of 
planned spending pursuant to existing appropriations and roughly $200 million of financing 
supported by university and college revenues, w ill result in a program of repair and new 
construction totaling over $400 million. The specific proposals in the legislation resulted 
from a detailed review of needs across tw enty-n ine  public higher education campuses 
state-wide. This process identified priority projects in three categories:

• Projects which w ill enhance academic programs,

• Projects which w ill promote regional economic development e ffo rts ,

• Projects which w ill satisfy deferred maintenance needs.

The entire list of projects was approved by the Higher Education Coordinating Council in 
May, 1 994.

An A ct Providing for a Capital Outlay Program for W om en's A th le tic  Programs at the  
University of Massachusetts.

This legislation provides $7.5 million to finance im provem ents to the w om en's athletic 
facilities at all four University of M assachusetts campuses. The importance of athletics in 
a well rounded bachelor's degree program, w hatever the area of academic focus, has long 
been recognized. The Com m onwealth owes its female students adequate athletic facilities, 
so that they have the same opportunities we afford male students to make athletics an 
integral part of their University education. In addition, Title IX of the federal education law 
requires us to make these improvements.
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An A ct to Further Assist Cities and Towns in the Com m onwealth to  Finance the 
Construction, Reconstruction, Rehabilitation and Expansion o f Facilities for Civic and 
Convention Centers and Exhibit Halls.

This legislation w ill provide the necessary capital funding to expand, improve, and 
construct civic, convention, and conference centers throughout the Commonwealth, by 
adding an additional $80 million to the existing authorization fo r this purpose.

The cities of W orcester and Springfield have made substantial progress in their efforts in 
this area. W orcester has identified federal and private funding fo r its proposal, and has 
committed c ity  capital funds for the project. The Com m onwealth 's obligation will be met 
w ith  passage of this legislation. Our present filing also includes a request to support the 
construction of a much-needed regional conference center in southeastern Massachusetts

It is very im portant tha t the tourism  and trade show activities in the regions of the 
Commonwealth outside of Boston be supported by the state. By drawing people into our 
regional centers, these cities and tow ns reap direct economic benefits from these visits, 
and increasing numbers of people are exposed to the many attractions throughout our 
state.

An A ct Relative to  Compliance w ith  Life Safety Codes, Remediation of Environmental 
Hazards, and the Preservation and Management of the C om m onwealth 's Real Property 
Assets.

The $166 million of capital funds requested in this legislation is critical to the Division of 
Capital Planning and Operation's ability to maintain the C om m onwealth 's public buildings, 
and bring them into compliance w ith  various federal and state requirements. This 
legislation w ill enable the Commonwealth to  comply w ith : sprinkler requirements for its 
high-rise buildings, environmental laws and regulations, the Americans w ith  Disabilities Act, 
and to repair and maintain state buildings.

The Commonwealth owns and operates over 5 ,000  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
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also makes funds available for preventive maintenance, dem olition, and preparation of 
surplus property for redevelopment.

An A ct Relative to the Construction o f a Courthouse in the C ity o f Brockton.

This legislation provides $35 million of capital funds for the design and construction of a 
new Courthouse in the City of Brockton. It also specifies the open and com petitive process 
which will be used by the Division of Capital Planning and Operations to select a site and 
contractor for this design-build project. The current court facilities are w ho lly  inadequate, 
and modification of the existing building would not be a cost-e ffective  w ay to  bring quality 
judicial services to the Brockton area.
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(617) 727-5000

EXECUTIVE OFFICE FOR ADMINISTRATION AND FINANCE
Charles D. Baker, Secretary 

State House, Room 373, Boston, M A 02133  
(617) 727-2040

EXECUTIVE OFFICE OF ENVIRONMENTAL AFFAIRS
Trudy Coxe, Secretary

100 Cambridge Street, Room 2000, Boston, M A 02202  
(617) 727-9800

EXECUTIVE OFFICE OF COMMUNITIES AND DEVELOPMENT
Mary L. Padula, Secretary

100 Cambridge Street, Room 1804, Boston, M A 02202  
(617) 727-7765

EXECUTIVE OFFICE OF HEALTH AND HUMAN SERVICES
Gerald W hitburn, Secretary

One Ashburton Place, Room 1 109, Boston, M A 02108  
(617) 727-7600

EXECUTIVE OFFICE OF TRANSPORTATION AND CONSTRUCTION
James J. Kerasiotes, Secretary 

10 Park Plaza, Room 3170, Boston, M A 021 16 
(617) 973-7000



Contact List

BOARD OF LIBRARY COMMISSIONERS
Keith Michael Fiels, Director 

648 Beacon Street, Floor 5, Boston, MA 02215 
(617) 267-9400

EXECUTIVE OFFICE OF EDUCATION
Piedad F. Robertson, Secretary 

One Ashburton Place, Room 1401, Boston, MA 02108 
(617) 727-1313

EXECUTIVE OFFICE OF PUBLIC SAFETY
Kathleen M. O 'Toole, Secretary 

One Ashburton Place, Room 2133, Boston, MA 02108 
(617) 727-7775

EXECUTIVE OF ECONOMIC AFFAIRS
Gloria C. Larson, Secretary

One Ashburton Place, Room 2101, Boston, M A 02108 
(617) 727-8380

EXECUTIVE OFFICE OF ELDER AFFAIRS
Franklin P. Ollivierre, Secretary 

One Ashburton Place, Room 517, Boston, MA 02108 
(617) 727-7750

EXECUTIVE OFFICE OF CONSUMER AFFAIRS
Priscilla H. Douglas, Secretary 

One Ashburton Place, Room 1411, Boston, MA 02108 
(617) 727-7755

EXECUTIVE OFFICE OF LABOR
Christine E. Morris, Secretary 

One Ashburton Place, Room 2112, Boston, MA 02108 
(617) 727-6573
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Contact List

LEGISLATURE
Charles F. Flaherty Speaker of the House 

State House, Room 356, Boston, M A 02133  
(617) 722-2500

LEGISLATURE
William M. Bulger Senate President 

State House, Room 330, Boston, M A 02133  
(617) 722-1500

SUPREME JUDICIAL COURT
Paul J. Liacos, Chief Justice

New Courthouse, Pemberton Square, Floor 15, Boston, M A 02108
(617) 725-8055

APPEALS COURT
Joseph P. Warner, Chief Justice

New Courthouse, Pemberton Square, Floor 15, Boston, M A 02108
(617) 725-8085

TRIAL COURT
John J. Irw in, Chief Adm inistrative Justice 

5 Center Plaza, Boston, M A 02108  
(617) 742-8575

COMMISSION ON JUDICIAL CONDUCT
Barbara Morgan Fauth, Executive Director 

14 Beacon Street, Suite 102, Boston, M A 02108  
(617) 725-8050

BOARD OF BAR EXAMINERS
Edward J. Barshak, Chairman 

77 Franklin Street, Room 501, Boston, M A 021 10 
(617) 482-4467
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Contact List

COMMITTEE FOR PUBLIC COUNSEL SERVICES
William J. Leahy, Chief Counsel 

80 Boylston Street, Suite 600, Boston, MA 021 16 
(617) 482 -6212

DISTRICT ATTORNEYS ASSOCIATION
Benjamin L. Shapiro, Executive Director 

55 Court Street, Suite 203, Boston, M A 02108 
(617) 723-0642

OFFICE OF THE SECRETARY OF THE COMMONWEALTH
William F. Galvin, Secretary of the Commonwealth 

State House, Room 337, Boston, MA 02133  
(617) 727-9180

OFFICE OF THE TREASURER AND RECEIVER-GENERAL
Joseph D. Malone, Treasurer and Receiver-General 

State House, Room 227, Boston, M A 02133  
(617) 367 -6900

OFFICE OF THE STATE AUDITOR
A. Joseph DeNucci, State Auditor 

State House, Room 229, Boston, M A 02133  
(617) 727-2075

OFFICE OF THE ATTORNEY GENERAL
L. Scott Harshbarger, A tto rney General 

One Ashburton Place, Room 2007, Boston, MA 02108  
(617) 727-2200

STATE ETHICS COMMISSION
Andrew B. Crane, Executive Director 

One Ashburton Place, Room 2007, Boston, MA 02108 
(617) 727 -0060
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Contact List

OFFICE OF THE INSPECTOR GENERAL
Robert A. Cerasoli, Inspector General 

One Ashburton Place, Room 1311, Boston, M A 02108  
(617) 727-9140

OFFICE OF CAMPAIGN AND POLITICAL FINANCE
Michael J. Sullivan, Executive Director 

One Ashburton Place, Room 41 1, Boston, M A 02108  
(617) 727-8352
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