
HOUSE No. 1966
By Mr. Craven of Boston, petition of James J. Craven, Jr., that

provision be made for the uniform budgeting and appropriation of
certain federal funds received in behalf of the Commonwealth. Federal
Financial Assistance.

In the Year One Thousand Nine Hundred and Eighty-One

An Act to provide for the uniform budgeting and appropriation
of certain federal funds received in behalf of the common-
wealth.

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

• 1 Chapter 29 of the General Laws is hereby amended by striking
2 out Section 2C and inserting in place thereof the following sec-
3 tion: —

4 Section 2 C. Section!. Legislative intent. It is the finding of the
5 general court that the comprehensive planning and allocation of
6 expenditures from all funding sources is necessary to assure a
7 fiscally sound priority balance among all state undertakings; and
8 to prevent duplication or overlapping of programs, and to assure
9 that limited state resources are efficiently and most economically
10 utilized. Also, that the management of the financial affairs of the
11 commonwealth is clearly recognized in the constitution in Part the

12 First, Article XXIII and Article LXIII of the Articles of Amend-
13 ment thereto. The General Court further finds that the rapid
14 increase in federal financial assistance to the commonwealth and
15 the commitment of other state funds by state agencies, without
16 legislative authorization, to support federally funded programs has
17 weakened the ability of the general court to fulfill its constitutional
18 responsibilities. Therefore, it is the intent of this legislation to
'9 establish a procedure which will provide full integration of state
20 funds from any source in the budgetary process.

®f)e Commontoealtl) of ifla*sarf)u«etts:
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21 Section 2. Definitions. As used in this act;
22 (a) "state agency" shall mean all state offices, secretariats, de-
23 partments, boards, divisions, commissions, councils, institutions
24 of higher learning, and officers and employees, designated or
25 created by the constitution or otherwise, but shall not include units
26 of local government or their officers or employees;
27 (b) "federal grants" shall mean any financial assistance or aid in
28 kind, including grants, loans, subsidies or augmentations, between
29 the United States Government and any state agency for the pur-
30 pose of carrying out specified programs, services, or activities,
31 other than grants for capital improvements, which are provided for
32 in Section two B of Chapter 29, and
33 (c) "federal reimbursements" shall mean payments made to the
34 Commonwealth by the United States Government for priorexpen-
35 diturc of state funds in accordance with federally approved pro-
36 grams authorized by the General Court.
37 (d) "Application" means an application to any federal agency for
38 federal financial assistance, or for participation in any federally
39 assisted program or any instrument which initiatesaction withany
40 federal agency for such purpose, including but not limited to a
41 proposal, contract, grant, agreement, loan, letter of understand-
42 ing, or a state plan.
43 (e) "Cash-matching" means a federally required outlay of state
44 monies of a specified amount or proportion as the state's contribu-
45 tion to a federally assisted project.
46 (0 "In-kind matching" means a federally required, state-fi-
47 nanced contribution to a federally assisted project, including but
48 not limited to service, space, equipment, facilities and absorption
49 of overhead or indirect costs.
50 (g) "Federal monies" means any financial assistance made to a
51 state agency by the United States government, whether a loan,
52 grant, subsidy, augmentation, reimbursement, or in any other
53 form.
54 Section .?. There shall be established and set up on thebooks of
55 the Commonwealth a separate fund, to be known as the federal
56 grants fund. All federal monies received on account of the com-
57 monwealth, other than grants for capital improvements, which are
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58 provided for in section two B of this chapter, and reimbursements
59 for services performed, shall be credited to said fund and shall be
60 disbursed only in accordance with the provisions of the grant
61 contract or agreement with the federal government and the provi-
62 sions of this section. Revenues credited to the federal grants fund
63 shall include all federal monies received by any state agency, officer
64 oremployee, whether received directly or through an intermediary.
65 No officer or employee of the commonwealth, directly or indi-
66 rectly, shall pledge, use, or expend any state funds, property, or
67 services, orany reimbursement from the federal government, as the
68 commonwealth's matching portion of a federal grant except by or
69 pursuant to an act of the general court.
70 No individual, corporation or other organization utilizing
71 grants shall be permitted to occupy or use land, buildings, equip-
72 ment or facilities of the commonwealth, or use the services of any
73 officer or employee of the commonwealth during his regular work-
74 ing hours, unless there is a written agreement, approved by the
75 commissioner ofadministration, between said individual, corpora-
76 tion or other organization and said officer or employee that the
77 commonwealth shall be reimbursed for such occupancy or use;
78 provided, however, that upon recommendation of any depart-
79 ment, institution, board, agency or employee setting forth good
80 and sufficient reasons, this requirement may be waived in whole or
81 in part by the commissioner of administration on a particular
82 project or projects. Notice of any such waiver shall be filed by the
83 commissioner of administration, citing the reasons for said action,
84 with the house and senate ways and means committees, the joint
85 committee on federal financial assistance, and the state auditor.
86 Any payments to the commonwealth resulting from such agree-
87 ments shall be deposited in the general fund.
88 Each state agency in receipt of federal grant funds shall at the
89 commencement of each fiscal year, and no later than July thirty-
90 first, and, any agency which has not previously been in receipt of a

91 federal grant shall, upon notification of grant approval, authorized
92 the comptroller upon his receipt of notice of a federal grant award

93 to initiate such procedures, as are established by the commissioner
94 ofadministration, to transfer from the federal grant account to the
95 General Fund such amounts as are required to fully compenstate
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96 the General Fund for the costs of fringe benefits, indirect costs and
97 space use charges related to each federal grant received by that
98 state agency. The costs of fringe benefits must, in all cases, be
99 recovered in cash. The comptroller shall not allow expenditures for

100 the payment of salaries to be made from any federal grant account
101 for which he has not been authorized to charge the full amount of
102 fringe benefits to that account. On or before August fifteenth, and
103 upon request throughout the year, the commissioner of adminis-
104 tration shall submit a report to the chairmen of the house and
105 senate committees on ways and means, and Federal Financial
106 Assistance detailing compliance with this provision by all agencies
107 in receipt of federal monies.
108 In addition, within thirty days of the effective date of this act,
109 each state agency shall file with the group insurance commission a
110 true copy of all existing contracts or agreements of every nature
111 and description with the commonwealth or a political subdivision
112 of federal, trust and any non-state funds from which compensation
113 may be paid state employees. True copies of contracts or agree-
114 merits entered into on or after July first, nineteen hundred and
115 seventy-eight, shall be filed with the group insurance commission
116 no later than sixty calendar days from the effective date thereof.
117 Where any department, board or agency fails to file a copy of such
118 contract, or fails to respond to a reasonable inquiry by the commis-
119 sion, the commission shall provide a fair hearing to the head of the
120 operating agency to determine the justification for non-com-
121 pliance. Upon continued failure by the department, board oragen-
122 cy head to provide the requested data and information, the com-
123 mission may vote to withhold payment of the commonwealth's
124 share of the insurance premium applicable to the insured em-
125 ployees of the agency and all such employees only for purposes of
126 payment of insurance premiums, shall be deemed to be absent
127 without pay and shall make payment of the required premium as
128 provided in section eight of chapter thirty-two A of the General
129 Laws. Other than state institutions of higher learning which inde-
130 pendently may seek and accept project grants for research and
131 funds for student aid programs, no agency, officer or employee of
132 the commonwealth, directly or indireclty, shall receive, administer,

133 or expend federal grants or subventions on behalf of the common-
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134 wealth without the prior approval of the commissioner of adminis-
135 tration. Said commission shall file a copy notice of his approval
136 with the senate and house ways and means committees and the
137 joint legislative committee on federal financial assistance. Infor-
138 mation regarding all federal grants and subventions received by
139 state institutions of higher learning shall be filed with the senate
140 and house ways and means committees and the joint legislative
141 committee on federal financial assistance at least once every six
142 months. All applications and re-applications for federal grants
143 which are subject to the approval of the commissioner of adminis-
144 tration and made on behalf of any state agency, or employee within
145 any executive office established by chapter six A shall also be
146 subject to the prior approval of the secretary in charge of such
147 executive office.
148 All federal monies received on account of the commonwealth
149 shall be paid into the treasury of the commonwealth. All expendi-
150 tures of said financial assistance shall be subject to audit by the
151 state auditor.
152 Grants shall not be used to supplement-the non-grant salary or
153 compensation ofany officer or employee of the commonwealth for
154 services performed during ordinary and regular working hours.
155 Section 4. Application for Federal Funds.
156 (A) No state agency shall make an application for federal monies
157 or for participation in a federally assisted program under any
158 federal law, and no state agency may approve an application for
159 such monies or participation submitted by an agency other than a
160 state agency, unless such state agency shall have, at least 30 days
161 prior to making or approving the application, notified the Secre-
162 tary of Administration and Finance, chairman of house and sen-
163 ate, ways and means on forms and in a manner to be prescribed by
164 the secretary. Such notice shall: (1) refer to the statutory authority
165 under which the action is proposed, (2) describe the substance of
166 the application, (3) indicate where a complete copy of the applica-
167 tion and any amendments or supplements thereto may be ob-
168 tained, and (4) contain a fiscal statement setting forth:
169 (a) the estimate amount of federal monies to be received per
170 year for the program for which such monies are sought, and (b) the
171 estimated amount of monies or in-kind matching to be supplied by
172 the state and any other source from which monies will be required.
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173 (B) In order to avoid any inconsistency or duplication in review
174 function, the [director of the budget] shall establish procedures
175 whereby notices given under this section shall be coordinated with
176 other notice requirements for project or plan proposals in connec-
177 tion with federal aid.
178 (C) Upon official notification to a state agency from a federal
179 department or agency of approval of a state application for or
180 entitlement to federal assistance, the state agency shall promptly
181 notify the Secretary of Administration and Finance of the amount,
182 duration, payment schedule, and other attendant financial terms
183 and conditions, such notification to be for the purpose of appropri-
184 ate recording. Recording shall occur prior to any allotment or
185 encumbrance of the federal monies.
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