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Boston, Wt 02108

Commonwealth of Massachusetts

December 11, 1997

To the Citizens of the Commonwealth of Massachusetts,

- Governor Argeo Paul Cellucci, and Honorable Members of the General

Court

1t is with great pleasure that I transmit the Comprehensive Annual Financial Report
(CAFR) for the fiscal year ended June 30, 1997 (FY97). This is the twelfth time
we have reported the Commonwealth’s financial results in accordance with
generally accepted accounting principles (GAAP). Iam pleased to report that the
financial condition of the Commonwealth is excellent,

For the seventh consecutive year revenues have exceeded expenditures by a
significant amount. It was not long ago, in FY90, that the Commonwealth reported
in the Budgeted Funds a GAAP deficit balance of $1.9 billion. We now report a
positive GAAP balance in these funds of $1.1 billion. Years of prudent fiscal
management, characterized by structurally balanced budgets, combined with a-
favorable economy, have caused this turnaround. The Commonwealth’s strategic
reserve, called the Stabilization Fund, is now funded in the amount of $799.3
million. In addition, $91.8 million has been reserved for income tax reduction in
FY98. In FY90 and FY91, the Commonwealth resorted to over $1.8 billion in
deficit borrowing. Conversely in FY97 each individual taxpayer received a tax

., reduction averaging $43, and the deficit borrowing will be completely repaid in
" early FY98. The ongoing challenge to state policy makers is to sustain this excellent

financial condition. ‘

The Office of the Comptroller is responsible for the fair presentation of the financial
statements of the Commonwealth and for the preparation of this Comprehensive
Annual Financial Report which is presented in three sections: Introductory,
Financial, and Statistical. The three sections of the CAFR, as detailed in the table
of contents, include the information necessary for the reader to obtain a
comprehensive understanding of the Commonwealth’s financial position and the
results of its operations for FY97,

The CAFR is prepared in accordance with GAAP as established by the Governmental
Accounting Standards Board (GASB), the professional standards of the American
Institute of Certified Public Accountants (AICPA), the recommendations of the
Government Finance Officers Association (GFOA), and the requirements of state
finance law.
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In FY97 the Commonwealth implemented two new GASB statements:

e Statement No. 28 "Accounting and Financial Reporting for
Securities Lending Transactions"; and

o Statement No. 30 "Risk Financing Omnibus",

This implementation had no material effect on the Commonwealth's
financial statements.

BUDGETED FUNDS OPERATIONS

The portion of state finances that typically engenders the highest degree
of interest is the Budgeted Funds. These include the General, Local
Aid, Highway, and certain Special Revenue Funds which comprise
the annual state budget.

Budgeted Funds Operations - GAAP Basis
(Amounts in millions)

FYo3 @ FY9%4 FY95 FY9% FY97
Beginning fund balances (deficits)............. $ G179 $ (841 § (7200 $ 2874 $ 7092
Equity transfer .......ooviernirecrenisecnninenseenns - - 91.0 - -
Restated beginning balance (deficit)........... 317.4) (184.1) 190 .. 2874 709.2
Revenues and other financing sources........ 15,181.0 15,804.9 16,517.5 ‘A 17,524.6 18,845.9
Expenditures and other financing USES........ . 15,047.7 15,692.8 16,249.1 17,102.8 18,458.8
EXOESS ettt 1333 1121 2684 1218 387.1
Ending fund balances (deficits)........corerrne $ g4 § (200 § 2874 $ 7092 $ 1,09.3

(1) As restated to reflect discrete presentation of the University and College Fund.

Budgeted Funds Operations - Statutory Basis
(Amounts in millions)

FY93 FY% FY95 FY% FY97
Beginning fund balances ............cccocverneee, $ 5494 $ 5625 $ 589.3 $ 7265 $ 11730
Revenues and other financin g sources....... 15,205.7 15,979.2 16,930.8 18,3714 19,223.3
15,192.6 15,952.4 16,794.1 17,924.9 19,002.3
131 26.8 136.7 446.5 221.0

$ 5625 § 583 $ 7265 $ 1,173.0 $ 13940
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The table of Budgeted Funds Operations - GAAP Basis sets forth a
multi-fiscal year view of financial performance for the Budgeted Funds

under GAAP, and also provide a comparison to the same funds as
accounted and reported under the statutory basis of accounting.

On the statutory basis of accounting, which is used to develop the
Commonwealth’sbudget and control its daily activities, the Budgeted
Funds have achieved positive ending fund balances for each of the
years, increasing this fund balance from $562.5 million in fiscal year
1993 to $1,394.0 million in the current fiscal year for a cumulative
improvement of $831.5 million.

Over the same period on a GAAP basis, operating gains have improved
fund balance from a deficit $184.1 million to a positive $1,096.3
million, with cumulative improvement of $1,280.4 million. Simply
stated, the widely acknowledged efforts to accomplish fiscal balance
on a statutory basis are even more impressive when viewed on a GAAP
basis.

The basic principle of GAAP is to match inflows pertaining to the
fiscal year to outflows for the same period in order to demonstrate if
the objective of interperiod equity has been accomplished. A modified
accrual basis of accounting is employed to recognize certain assets
and liabilities, Accomplishment of interperiod equity is denoted by
an increase in fund balance, and the failure to accomplish that goal is
denoted by a decrease in fund balance. The effect of fund deficits
shifts the burden of funding expenditures incurred in prior years to
taxpayers in future years. The Commonwealth has provided not only
revenues to match expenditures in the current year, but also excess
revenues to “catch up” on prior year deficits,

In FY97, the revenues and other financing sources totaled $18,845.9
million, The Budgeted Funds - GAAP Basis chart shows the
percentage of revenue by type contributing to that total. Budgeted
Funds expenditures and other financing uses totaled $18,458.8 million
inFY97. The chart depicts the percentage of each major program in
this total. '

There are five major items that account for almost all the difference
between the statutory basis reporting and GAAP: Medicaid, subsidies
to authorities, compensated absences, claims and judgments, and tax
revenues.

For the Medicaid program, expenditures under the statutory basis of
accounting are equivalent to cash disbursements. Thus bills for services
rendered in the fiscal year but not paid, or rate adjustments owed but
not paid, are not measured in that year, but “pushed” into the next
fiscal year. Under GAAP, such items are accrued, so that all
expenditures are consistently correlated to the fiscal year to which
they pertain. The Medicaid expenditures measured on a GAAP basis
for FY97 were $3,497.3 million, which is 7.9% higher than FY96.
This increase is equivalent to the increase for total budgeted
expenditures from FY96 to FY97. For several years the
Commonwealth aggressively pursued policy to constrain expenditure
growth in Medicaid, thus helping to balance the overall budget. In
FY97, the Commonwealth authorized expanded programs and services
with increased spending, (The financial effect of this policy change
will be more evident in FY98.)

Commonwealth of Massachusetts -3

Trends in Fund Balance
(Amounts in millions)
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A second item is the amount the Commonwealth will owe for subsidies
to the Massachusetts Bay Transportation Authority (MBTA), the
Regional Transit Authorities (RTAs), and the Massachusetts
Convention Center Authority (MCCA). Through various laws the
Commonwealth has obligated itself to provide subsidies to these
component units for operations and debt service. However, the annual
budget is appropriated on a basis which “lags” behind the total amount
of the subsidy. Under GAAP, this amount is accrued, so that the total
obligation is measured. For many years the amount for the “not yet
appropriated” subsidy was growing at rates higher than the total budget.

However, in recent years this trend has varied, and in FY97 the amount
accrued for MBTA subsidy obligations increased from FY 96 by $40.1
million. A special commission, chaired by the Secretary of

. Administration and Finance and with twelve entities represented,

completed a study and made recommendations to the Legislature on
matters relating to the MBTA subsidy. This MBTA Commission
proposed significant changes to fund the subsidy on a contemporaneous
basis so that financial support for the MBTA would not "lag", but the
recommendations were not enacted.

The third item is compensated absences, Under GAAP, the amounts
owed for vacation earned but not yet taken and certain amounts of sick
leave are accrued and reported as expenditures of the fiscal year, The
trend for compensated absences has been relatively consistent.

The fourth item is claims and judgments. Under the statutory basis,
amounts owed in lawsuits for torts, tax disputes, eminent domain land
taking, or other legal actions are not measured as expenditures until
the lawsuit is decided and the settlement is actually paid. Under the
GAAP basis, an analysis is performed on all litigation, and an amount
is accrued for that portion of litigation where a settlement against the
Commonwealth is considered probable,

~ Thefifth item that explains the difference between statutory and GAAP

relates to tax revenue. For several reasons, as an example the extension
of an income tax return, a taxpayer’s obligation incurred in a fiscal
year might not be fully collected until the ensuing fiscal year. Under
GAAP, a special analysis is conducted in conjunction with the
Department of Revenue (DOR), and an accrual for revenue is computed.
The value of accrued revenue was $514.6 million in FY97.

GOVERNMENTAL FUND OPERATIONS

The Governmental Fund Types include all funds where the
Commonwealth imposes its sovereign authority to create revenues and
authorize expenditures. This includes all Budgeted Funds as previously
described (General and several Special Revenue Funds), all other (non-
budgeted) Special Revenue Funds, and the Capital Project Funds.
When viewed as a whole, these funds portray the Commonwealth’s
comprehensive governmental financial activity. The five year trend
of operations, on a GAAP basis, is summarized in the following table.
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Within the Capital Projects Funds component of the Governmental total,
the Commonwealth issued approximately $373.5 million in project
financing in early FY98 instead of late FY97. Had such capital project
financing been issued in FY97, the Governmental Funds positive fund
balance would have increased by an equivalent amount.

Governmental Fund Operations
(Amounts in millions)

FY93 ® FY%4 FY95 FY9% FY97
Beginning fund balances (deficits).............. $ @168 $§ @783) $ (737 $ (163) $ o446
Equity transfer .....c..ovvveimiiinininimnn. - - 15.5 - -
Restated beginning balance (deficit).......... 4168) 4783) (2582) (16.3) 644.6
Revenues and other financing sources....... 22,380.3 23,226.0 24,2164 25,102.3 27,3729
Expenditures and other financing uses...... 22,4418 23,0214 23,974.5 24.441.4 26,986.9
BExcess (deficiency ). oo 61.5) 204.6 241.9 660.9 386.0
Ending fund balances (deficits ). $ (4783 § (737 $ (163) § 6446 $ 10306

(1) As restated to reflect discrete presentation of the University and College Fund.

INTERNAL SERVICE FUNDS

InFY95, consistent with adoption of GASB statement No. 10 “Account-
ing and Financial Reporting for Risk Financing and Related Insurance
Issues”, the Commonwealth estaibiished for GAAP reporting purposes
three Internal Service Funds. These funds account for the operations of
the State Employees Workers’ Compensation Program, a special work-
ers compensation program for the Central Artery/Third Harbor Tunnel
Project, and for the health insurance programs administered by the Group
Insurance Commission. On the statutory basis of accounting these funds
have not been created and are not reported. The adjusting entries to
report these “GAAP only” Funds represent another difference from the
statutory basis,

The Commonwealth self-insures for the State Employees Workers’
Compensation Program. This program was administered by the Public
Employee Retirement Administration Commission (PERAC) through
FY97. Effective July 1, 1997 administration has been transferred to the-
Human Resource Division. Inflows to the program are amounts charged
to state departments; outflows are expenses for claims and settlements,
and accrued expenses for claims which will be paid in the future. The
traditional policy has been to set chargebacks equivalent to claims paid,
typically referred to as a “pay as you go” approach. As a result, an
unfunded liability of $251.2 million has accumulated. The
Commonwealth should consider a plan to increase annual chargebacks,
thus eventually funding such liability.

In regard to the Central Artery/Tunnel Project, the Executive Office of

Transportation and Construction, with the approval of the U.S.
Department of Transportation, has created a special workers

Commonwealth of Massachusetts 5
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compensation program to cover all participants (including employees
of contractors) on the project. In this arrangement, annual premiums
and investment earnings are accumulated by the insurance carrier to
fund current and future claims. The approach is expected to diminish
this potentially expensive component of the large, multi-year
construction project. With four years experience, it is evident that
amounts contributed to the program significantly exceed the
expectations of current and future benefits, With this situation (the
opposite of the State Employees Workers” Compensation Program),
the Executive Office of Transportation and Construction should
consider a plan to decrease annual premiums, and thus lower the
accumulated balance, on a go-forward basis. The respective
contributions of both state and federal governments must be considered
in any change to this program.

The Group Insurance Commission manages the health insurance
program for state employees, retirees, and their beneficiaries. Inflows
to the program are amounts contributed by individuals, participant
organizations, or by the Commonwealth; and outflows are expenses
for claims, plus an amount of accrued expenses for claims incurred
but not reported. The accumulated balance, while a small deficit, is
not material to the size of the program, suggesting that symmetry of
inflows to outflows is reasonable and change is not warranted.

The operations of the Internal Service Funds are depicted in the Internal
Service Fund Operations chart, The ending retained earnings consists
of deficits of $251.2 million and $34.2 million in Employees Workers'
Compensation and Employees Group Health Insurance offset by
$145.1 million in the Central Artery Workers Compensation program,

-‘Internal Service Fund Operations

(Amounts in thous ands)
FY95 FY% FY97
Beginning Retained Eamings (Deficit)..........ouvvmirmmrrerrenieren $ - § (23419 § (151,080
Operating Gaill........ovsveeresisvesscssenissimesmssesasossssssssssssssssisesasssons 127,932 68,664 3,234
Other Revenues 5,985 3,675 7,508
Equity Transfer........ oo eesesssnen (15,716) - -
Balance fromthe General Long Term Obligations...........c.u. (341,620) - -

Ending Retained Eamings (Deficit).............

.............................. $ (223419 _$ (151,080) $ (140,338)

Commonwealth of Massachusetts

FIDUCIARY FUND OPERATIONS

The Fiduciary Fund Type reports funds where the Commonwealth is
acting as an agent or steward for funds which relate to another party.
The Fiduciary Fund Type includes the Expendable Trust,
Nonexpendable Trust, Pension Trust, and Agency Funds.

The Nonexpendable Trusts account for assets held with restrictions and
the Agency funds account for assets managed temporarily on behalf of
other parties. The amount of such assets managed by the
Commonwealth increased by $756.4 million during FY97 to $7.0
billion.
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The Expendable Trusts ended FY'97 with a fund balance of $1.6 billion
composed of a balance of $116.4 million in Expendable Trusts and
$1,515.0 million in the Unemployment Compensation Trust Fund.

The Commonwealth is responsible for the payment of pension benefits _ Pension Funding Progress
to its employees and to the teachers of the cities, towns, and regional Funded Ratio
school districts. It manages the operations of both the State Employees'
Retirement System (SERS) and Teachers' Retirement System (TRS),

and reports the results of operations and net assets available to fund 7
pension benefit as Pension Trust funds. Pursuant to the pension reform o _______._,/v;;;——"‘s’nf/ To%
law, effective in FY88, the Commonwealth is funding its pension o
liabilities on a long term schedule. The original schedule would have 5, |
eliminated the unfunded pension liability in 40 years, by the year 2028, '™ 1 : : :
A new funding schedule approved in FY97 will eliminate the unfunded FYn2 Fm FY Fi3 Py
pension liability in 30 years by the year 2018. It is the responsibility

of the Public Employee Retirement Administration (PERA) to complete

actuarial updates for the funding schedule;”

In FY97, PERA was reorganized in statute to the Public Employee
Retirement Administration Commission (PERAC), but retains the
responsibility for actuarial updates. Also in FY97, the investment
vehicles for all pension funds (state employee and employer amounts,
and teacher employee and employer amounts) were unified into a single
investment entity, under the management of the Pension Reserve
Investment Management Board (PRIM). The actuarial report for SERS,
TRS, and for the State-Boston Retirement System was published by
PERA as of January 1, 1996.

In FY96 the Commonwealth adopted the provisions of GASB
Statement Numbers 25 and 27 which changed the measurement focus
of funding progress. The Pension Funding Progress Graph presents
the funding progress applied under the prior standards while the
funding progress under the new standards are disclosed in footnote

10.
The following table presents a five-year trend analysis of the Pension
Trust Funds operations:
Pension Trust Funds
(Amounts in millions)
FY93 FY94 FY95 FY% FYY7
Beginning fund balances ...........cccevvecnnn. $ 96486 $ 11,1211 $ 11,563.1 $ 13,4832 $ 159562
REVENUES ... serenre s erne 2,374.2 1,376.3 2,902.1 3,560.6 4729.4
901.7 934.3 982.0 1,087.6 ' 1,125.6
1,472.5 4420 1,920.1 2,473.0 3,603.8

$ 11,1211 $ 11,563.1 $ 134832 $ 1595%.2 $ 19,560.0
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UNIVERSITY AND COLLEGE FUND TYPE

Since FY93 the CAFR has presented the University and College
system in accordance with the AICPA Industry Audit Guide, “Audits
of Colleges and Universities.” This presentation combines financial

- activity from all fund types for:

° the University of Massachusetts, including its campuses at
Ambherst, Boston, Dartmouth, Lowell, Worcester Medical
School, and the Teaching Hospital as well as its component

umits,

the State College system of nine state colleges, which provide
four-year post-secondary education, and the State College
Building Authority,

the Community College system of fifteen community
colleges which provide two-year post-secondary education
programs, '

The University and College Fund Type reports a positive GAAP fund
balance. Approximately $2.4 billion of this fund balance is restricted
or designated in plant funds, endowment funds, or other purposes.

University and College Fund Type Operations

(Amounts in millions)

Beginning fund balances

Revenues and other additions

.......................................

Expenditures and other deductions.............cccrereervrrmnnae

Net transfers, including state appropriations

Net Increase

Ending fund balances...........coieeeirenininenininininns

(1) As restated for addition oféomponent units

FY93 FY%4 FYO95 FYS6(1) FY97
$1916 § 20104 ~ 8§ 20349 § 21649 $ 23633
1,329.2 1,449.5 1,536.7 1,816.6 1,823.7
1,881.3 2,006.4 2,082.0 2,254.4 2,381.8
570.9 581.4 601.6 636.2 707.0
18.8 24.5 56.3 198.4 148.9
$20104 ~$ 20349 § 20912 § 23633 $ 25122

Commonwealth of Massachusetts

In FY97, fourteen of these entities are commended for producing
stand alone audited financial reports in conformity with Generally
Accepted Accounting Principles. This list includes Holyoke
Community College, Massasoit Community College, Mass Bay
Community College, Springfield Technical Community College,
Bridgewater State College, the Massachusetts College of Art,
Framingham State College, Fitchburg State College, Middlesex
Community College, Mount Wachusett Community College, Northern
Essex Community College, Westfield State College, Worcester State
College, and the University of Massachusetts. Each of these schools
has demonstrated accountability to its trustees, the Governor and
Legislature, and to all concerned parties with audited financial
statements prepared in accordance with GAAP,

Comprehensive Annual Financial Report




For several years both the Comptroller’s Office and the Board of

o Education (previously the Higher Educational Coordinating Council)
have encouraged all schools as a matter of policy to commit the

requisite resources and effort to produce stand alone audited financial

- statements. The University of Massachusetts is an excellent example
of the successful implementation of this policy, as it reported very
favorable financial performance in FY'97. In the FY97 appropriation
act the Legislature authorized the institutions of higher education to
create component units, called Foundations, to assist in fund raising
for public education. As part of this authorization, the legislation
requires each Foundation to produce audited financial statements. In
- the current legislative session, the Office of the Comptroller and the
. Board of Higher Education has requested the Governor to file
legislation to extend the statutory requirement for stand-alone financial
statement audits in conformity with GAAP beyond the Foundations

) ] to the respective institutions,
COMPONENT UNITS
X ] The Commonwealth’s relationship to the independent public
' authorities, reported as Component Units, is based on statute and
- contracts between the Commonwealth and these entities.
Component Units Operations
(Amounts in millions)
Beginning  Operating Ending
Retained Gain/ Other Retained
Eamings (Loss) Subsidy Changes  Eamings
Massachusetts Bay Transportation Authority.........ceeecnerreencees $ (204) $ (45 8 617 $ (59 $ (91
o Massachusetts Tumpike AUtROTLY ........uvvuvvvvensrcssssmsssnssnsesssesicssnnsn 358 ® - 4 357
i) Regional Transit AUthOREES ..o . 2 (19) 56 23 2
Massachusetts Water Pollution Abatement Trust.......... 30 ©)] 26 24 4 71
Massachusetts Convention Center AUthODY......coovceveermrecrnsmeenrnns - (12) 17 2
Corporation for Business Work and Leaming*................on.. porereresene 8 (48) 9 40
[ Govemnment Land BankK.........omcvonnismsssinssssmmsonsssssmssssmsons 31 ©)] 2 -
l::: Massachusetts Community Development Finance Agency............. 2 m 1 - 2
. Massachusetts Technology Park Corporation..........nereinneeniens 19 2 1 - 18
( 3 Community Economic Development Assistance Corporation........... 39 5 - 1 45
o Massachusetts Corporation for Educational Telecommunication.... 4 ® 5 3 4
‘ Massachusetts Housing Partnership........c.comnveierinnnennneensennes 14 3 2 %) 14
— ;‘ Commonwealth Zoological COTPOIation.........euuuuveivermessensinnsiississssseres 0 ?3) 3 2 1
o Massachusetts Intemational Trade Council - Q) 1 - -
E j TOMAL s ersessenesesseemsesre e e $32 8 (710) $ 740 $ 31 $ 363

* Formerly Bay State Skills and the Industrial Service Program
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INDEPENDENT AUDIT

The firm of Deloitte & Touche LLP, together with subcontractors
Daniel Dennis & Company, Margaret Carr, CPA and Susan Perna-
Damon, CPA, and assisted by the Office of the State Auditor, have
performed an independent audit of the Commonwealth’s general
purpose financial statements for the fiscal year ended June 30, 1997,
We express our thanks to the staff of the respective firms for their
professionalism, advice and counsel. Their report is presented in the
Financial Section.

INTERNAL CONTROL ENVIRONMENT

Massachusetts General law, Chapter 647 of the Acts of 1989, places
authority and responsibility for internal controls with the head of each
executive department, constitutional office, and branch of government.
The Office of the Comptroller issues internal control guidelines and
the Office of the State Auditor may investigate departments with risk
of internal control weaknesses.

These two offices have continued to deliver joint training sessions for
department managers regarding their responsibility for internal control
in the Commonwealth’s highly automated environment.

Absolute assurance with respect to internal control is prohibitively
expensive. Using risk assessment criteria set forth in the guidelines
and stressed in the training, theobjectives of the Commonwealth’s
internal control structure are to provide management and the public
with reasonable assurance that internal control systems do not have
material weaknesses. The reader is referred to the separately published
Commonwealth Single Audit Reports for additional information on
internal controls.

REPORTING ENTITY

The financial statements incorporate the fiscal activities of 146
departments, agencies, boards, commissions, institutions of higher
education, the judicial and legislative branches of government, and
constitutional offices. These departments record their daily financial
operations in the state accounting system called the Massachusetts
Management Accounting and Reporting System (MMARS), operated
by the Office of the Comptroller.

In addition, the financial statements include independent public
authorities, and the State Employees’ and Teachers’ Retirement
Systems. These component units meet the GAAP criteria for inclusion
in the reporting entity, which are further described in Note 1 to the
general purpose financial statements,
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ACCOUNTING SYSTEM
AND BUDGETARY CONTROL

MMARS is the computerized, statewide accounting system used by
all departments to control and account for their financial activity under
the statutory basis of accounting. The financial operations of the
authorities and certain non-appropriated higher education funds are
accounted for through their own independent accounting systems.

MMARS is designed to satisfy all requirements of the
Commonwealth’s statutory basis of accounting and financial reporting,
Any additional information needed to prepare financial statements
according to GAAP is provided through a combination of MMARS
system-generated data, information compiled by departments, and
the submission of audited financial statements from certain
independent authorities,

Note 2 to the general purpose financial statements provides a
reconciliation between the General and Budgeted Special Revenue
Funds on a statutory basis and the GAAP basis presented in the general
purpose financial statements.

CASH AND INVESTMENTS

Cash and investments are controlled by the State Treasurer. Each
department transmits all cash receipts to the Treasurer’s Office.
Weekly and daily warrants for disbursements are prepared by the
Comptroller, and reviewed and approved by the Governor’s Council,
disbursements are issued by the Treasurer. A major project is
underway to streamline the banking and disbursement process, and
maximize use of electronic funds'"\t'ransfer and electronics benefits
transfer.

A system of bank depository and disbursement accounts and lockboxes
is employed by the Treasurer’s Office to maximize daily cash balances.
The Treasurer manages these cash balances in pooled investment
funds to optimize interest earnings, The Treasurer’s Office invests
cash from these general accounts in short-term securities and other
investments, A discussion of cash and investments is presented in
Note 3 to the general purpose financial statements.

The Treasurer is also responsible for quarterly cash flow plans, weekly
variance reports, and, jointly with the Executive Office for
Administration and Finance, annual and quarterly cash management
plans. Taxes and non-tax inflows, warrants, other outflows, and short
and long-term borrowings are monitored against these plans.

FY97 is the fourth year of the Commonwealth’s implementation of
the U.S. Cash Management Improvement Act (CMIA), The CMIA
requires the states to measure interest income on federal funds drawn

- from the U.S. Treasury prior to disbursement, and for the U.S. Treasury

to measure interest income on funds drawn down subsequent to
disbursement, A settlement of interest due to or due from the state
and federal government is computed. For FY97, the net settlement is
in favor of the Commonwealth,

Commonwealth of Massachusetts 11
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Long-Term Debt DEBT
(Amounts in billions)

The Commonwealth funds its capital appropriations by authorizing

Fiscal Authorized - Principal the issuance of long-term bonds. The Long Term Debt chart sets
Year Unissued Outstanding forth the trend of the Commonwealth’s tax-supported long-term
indebtedness for the last five years.
1997 12.0 $ 103
1996 8.2 10.1 To limit the Commonwealth debt burden, and control the degree to
1995 5.9 9.6 which debt service creates pressure on the operating budget, the
1994 45 0.4 Administration has implementeq a five-year capital spending plan.
1993 46 0.2 This administrative policy has existed for several years, and the effect
" ' of debt service on the operating budget is depicted on _the following y
graph of Debt Service as of % of Governmental Expenditure. f
In October, Standard and Poors upgraded, the rating for )
Commonwealth's General Obligation Debt from "A+" to "AA-". The A
effect of the capital policy, the acceleration of funding of the -
Commonwealth's pension liability, and the string of operating
surpluses were cited as reasons for the upgrade.
As authorized by state finance law, the State Treasurer may utilize
Debt Service as a % of short-term borrowing to support governmental cash flow. No such
Governmental Expenditures borrowings occurred during the fiscal year.
8.0% Other debt consists of certificates of participation and capital lease
::: agreements, Such financing arrangements ate used to acquire capital
S:W: assets, for example computer equipment and motor vehicles. The
2% ; Commonwealth continued to utilize this form of financing in FY98,
3.0%
20% Additional information on Commonwealth debt, including guaranteed
1% . debt of independent public authorities, is presented in Notes 7, 8,
00% . s and 12 to the general purpose financial statements.

1988. 1989  19%0 1991 1992 1993 1994"i 1995 1996 1997

RISK FINANCING

The Commonwealth assumes the risk of loss for property damage

and personal injury, breach of contract, condemnation proceedings,

and other alleged violations of law, and is defended by the Attorney
General’s Office in such cases. InFY97, approximately $23.0 million

was expended to resolve such claims in special and existing
appropriations. Based on the Attorney General’s evaluation of cases .= "%
in which it is probable that a judgment will be rendered against the .’
Commonwealth, and a loss incurred, an additional $66.7 million has -
been accrued in the Governmental Funds at June 30, 1997.

Commonwealth of Massachusetts , 12 Comprehensive Annual Financial Report



ECONOMIC AND FINANCIAL PROSPECTS Monthly Unemployment Rate
— November 1996 - October 1997
Massachusetts employment grew 2.2% in 1994, 0.9% in 1995 and
1.1%in 1996. The Massachusetts unemployment rate, currently at Yo
3.7%, remains below the national rate of 4.7% (October 1997). an
Commonwealth per capita income continues to outpace the nation oo

. . ] ¥ X g
as shown in the Per Capita Income graph. 554 s L E or & 8

5.40%
" The Commonwealth of Massachusetts, with an international o :
| reputation for medical, cultural, historical, and educational ] ;
institutions, is the economic and educational hub of New England. ol B R
- The Commonwealth’s economy remains diversified but its strongest £ 2 & % 5 % 5 5 o o5 R &
: component is its knowledge-based technology and service industries. U B R A A A

Source; Massachusetts Depmtment of Employment end Training

Massachusetts’ infrastructure provides strong support for this
knowledge-based economy. There are over 120 colleges and
universities located in Massachusetts, and 27.2% of the residents over
age 25 have earned bachelor’s degrees, compared to 20.3% for the

17 United States as a whole.

L _ . ) Per Capita Income 1976 - 1996
Our capital, Boston, has 25 hospitals and three medical schools. (in 1995 dollars)
Tourism is a significant component of the economy. The
Massachusetts Office of Travel and Tourism estimates that over 28.0 —— Myt

—Unid S0

million visitors spent over $6.1 billion in the Commonwealth in 1995.  xsm0 —
The Commonwealth ranked eleventh among states in exports with
$16.2 billion in 1996.

A continued low rate of inflation is expected to keep wage growth
low and allow for slow-paced positive growth in the Massachusetts
economy.

. B% D oM sR LM bW 18 0 b2 % 19 1%
The Commonwealth’s FY98 budget forecast is consistent with the
economic trends presented above. Budgeted revenues and other
sources, as estimated by the Executive Office for Administration and
Finance, are currently projected at approximately $18,386.9 million.

C The estimate assumes tax revenues will grow 2.6% above FY97 actual

3 collections. However when this estimate is adjusted for tax cuts

proposed by the Governor; coupled with a one time change in the

way sales taxes are paid, the impact on FY98 will be a decrease of

Ch $196 million and $140 million respectively. Therefore actual FY98

e collections are estimated at $12,839 million, slightly below FY97
actual receipts. ’

L The Commonwealth’s total budgeted expenditures and other uses in
FY98 are projected at $18,671.9 million. This estimate assumes the
spending in the Commonwealth’s seven major programs (Local Aid,
Medicaid, Employes Health Insurance, Public Assistance, Debt
Service, Pensions and Subsidies to Transit Authorities), which
comprise over 60% of budgetary spénding, will increase by 3.6%
over FY97. :
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Commonwealth of Massachusetts

The FY98 opening fund balance, for budgeted funds, on a statutory basis
is $1,394.0 million. If the FY98 forecast is realized, the ending fund
balance will be approximately $981.0 million, It is noteworthy that, of
the $981.0 million, approximately $821.8 million is projected to be
reserved in the Commonwealth’s Stabilization Fund. In this forecast,
the Commonwealth has continued a conservative revenue estimating
approach. As in past years, ending fund balances may be higher due to
this conservative approach to forecasting,

The Administration will soon be engaged in an extensive mid-year review
of this estimate. The Governor will release his recommended budget
for FY99 in late January, at which time the FY98 forecast may be revised.

SIGNIFICANT ACCOMPLISHMENTS

In FY97, there were a number of significant public policy
accomplishments that demonstrate accountability and financial
management,

The Government Finance Officers Association of the United States and
Canada (GFOA) awarded a Certificate of Achievement for Excellence
in Financial Reporting to the Commonwealth for its Comprehensive
Annual Financial Report for the fiscal year ended June 30, 1996. The
Certificate of Achievement is a prestigious national award recognizing
conformance with the highest standards for preparation of state and local
government financial reports. This is the seventh consecutive year that
the Commonwealth has received this award.

The non-tax revenue optimization é’iiirlpaign was very successful in
FY97. With special authorization in the budget, a task force was
comprised of key persons from the Executive Office for Administration
and Finance, the Budget Bureau, the Information Technology Division,
and the Comptroller’s Office. The task force provided leadership and
sponsored projects by which outside experts were engaged on a
contingent fee basis, and departinents optimized various sources of non-
tax revenue (such as federal reimbursement) by over $39.1 million, The
initiative is dedicated to optimizing all collection potential within the
framework of existing fee structure and program authorizations. The
non-tax revenue optimization campaign continues in FY98.

A large number of projects to enhance or re-engineer business processes
with new technology have been performed. Such projects relate to an
array of Commonwealth activities, including automation of welfare
eligibility determination, management of cases in the legal system,
creating a new statewide client server infrastructure, and significant
changes to the Commonwealth’s administrative and fiscal systems.

Examples of projects from the domain of financial accounting include:
major streamlining of the Commonwealth’s cash deposit and non-tax
revenue systems; automation of the previously manual functions to
exchange cash with the federal government; re-engineering the
Commonwealth disbursement practices to the model of electronic
commerce, including electronic data interchange, electronic funds
transfer, and =lectronic benefits transfer; and creating a data warehouse
to make the wealth of data emanating from transaction processing
systems accessible and available to knowledge workers via query systems
controlled by desktop computers.
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Under the leadership of the Information Technology Division, several
departments across the branches of government are collaborating in joint
ventures to leverage resources in these projects. This approach is yielding
significant results both in terms of shared functionality and interoperable
systems, and increased purchasing power through joint procurements,
Exciting partnerships with internal Commonwealth departments and
private sector business partners have developed. Several of these projects
have received national recognition and awards.

In early FY97, the Governor and Legislature enacted a second
Information Technology Capital Qutlay. This provides the funding and
management framework for another series of projects that will exploit
new technologies to improve the way the Commonwealth conducts its
business. All these projects will be fully year 2000 compliant. Inaddition
the project to update to the Commonwealth's accounting system for the
year 2000 is scheduled for implementation in the fall of 1998. All
Commonwealth's systems have year 2000 remediation projects in
progress under the supervision of the Information Technology Division.
With this innovative authorization technique and through its array of
projects, the Commonwealth is again the focus of attention by other
states, the U.S. Government, and the private sector. The prospects for
future success are outstanding,.

RECOMMENDATIONS AND CONCLUSIONS

The Office of the Comptroller has a unique perspective on state finance
based on insights gained through control of day-to-day operations and
experience with GAAP, With this background, we take this opportunity
to make proposals intended to strengthen state finance.

Consistent with the prior recommendations, the Office of the Comptroller
believes the Commonwealth’s. current fund structure should be
streamlined. The Local Aid Fund has increased outflows associated
with the Education Reform Act of 1994, and exhibits a structural
budgetary imbalance. The continued existence of this Fund should be
examined. The proliferation of budgeted Special Revenue Funds has
fractured, not strengthened, the budget process.

As special interest groups have enjoyed political success in carving out
dedicated revenues and removing operations from the general budget,
the capacity for centralized planning and control has diminished, The
numerous non-budgeted Special Revenue Funds and Capital Projects
Funds further complicate efforts to obtain a comprehensive view of state
finance.

The Office of the Comptroller has proposed Legislation to simplify the
fund structure, reduce the number of funds to a more manageable number,
and eliminate fund deficits.

In addition, the Office of the Comptroller has proposed legislation to
simplify the definition of a balanced budget, and the terms and conditions
for deposits into the Stabilization Fund . This legislation would result in
a more coherent and understandable picture of the Commonwealth’s
Governmental Funds financial activity.

Commonwealth of Massachusetts 15
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The Commonwealth has a tremendous opportunity to employ new
technologies to improve its programmatic, financial, and
administrative operations. In FY93 the Governor proposed and the
Legislature enacted the first Information Technology Capital Outlay.
InFY97, the Governor and Legislature enacted a second Information
Technology Capital Qutlay. With this funding the opportunity exists
to re-engineer old business practices and engage new technology.
An unprecedented interdepartmental coalition under the leadership
of the Commonwealth’s Chief Information Technology Officer
creates an exciting opportunity to make strategic investments that
will position the Commonwealth successfully into the next century.
Consistent with this investment, the Comptrollers Office and
Information Technology Division has requested changes to the budget
to provide resources for ongoing systems operation and maintenance.

The Commonwealth has authorized and committed itself to a number
of capital projects over the next several years. This includes the
Central Artery/Tunnel project and several other initiatives that will
generate significant pressure on the self-imposed cap on capital
spending. InFY97 several mechanisms were established to address
this situation, including utilization of approximately $319.3 million
from budgetary surplus for capital projects. Continued efforts and
diligence to manage capital spending is merited.

The Commonwealth should enact a program to fund the liability for
the State Employees Workers’ Compensation Program as new costs
are incurred and amortize the accumulatéd unfunded liability of
$251.2 million. This amount did not materialize in a single year and
a multi-year funding schedule is reconmended. Options to furnish
the necessary funding include a “surcharge” to the current statutory
chargeback to state agencies, special lump sum appropriations, a
redirection of investment earnings, and other actions. Accumulating
assets to satisfy the current unfunded liability will be another
demonstration of interperiod equity and sound financial management.
In contrast, for the special workers' compensation program for the
Central Artery/Tunnel Project, the Commonwealth should consider
decreasing annual contributions. In this instance, it appears the
amount accumulated for current and future claims is more than
adequate. Since both federal and state government contribute to the
program, any change to annual contributions must be structured
accordingly.

Regarding the institutions of higher education, the time has come for
each school to produce audited stand-alone financial statements in
conformity with generally accepted accounting principles. While
many schools have moved into this practice of their own volition,
and others are currently in the preparation process, it is appropriate
to make this a statutory requirement. The Comptroller’s Office and
Board of Higher Education will seck legislation to accelerate such
an effort.
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In conclusion, this report represents the continued commitment of the

Office of the Comptroller to promote quality in the Commonwealth’s

financial management. I express my sincere appreciation to the
dedicated professionals in the Comptroller’s Office, Martin Benison,
B.J. Trivedi, and the staff of the Financial Reporting Bureau and other
state departments and organizations whose efforts are reflected in this
report.

In addition, the work of the several project teams to implement the
Information Technology projects mentioned above is especially
noteworthy. They are launched on projects that will create enduring
value not only to Massachusetts, but to other states and governments
throughout the nation. They exemplify the cutting edge of innovation,
and the citizens of the Commonwealth are well served by professionals
of their caliber.

The Office of the Comptroller transmits the Comprehensive Annual
Financial Report for FY97 in accordance with Section 12 of Chapter
7A of the General Laws.

Respectfully transmitted,

(e, Tl T

William Kilmartin
Comptroller

Commonwealth of Massachusetts 17
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3rd Congress | 15t Session
No. 1
Naval Force Against Algiers

“.. . the committee submit the following resolutions

Resolved, ‘That a naval force, to consist of four ships of forty-four; and
two ships of twenty guns, eachi, be provided, for the protection of commerce of
the United States against the Algerine corsairs.”

War Office, January 20, 1796

Sirs:

I have the fionor to send, herewith, for the information of the committee to
whom was committed the report on the frigates, the best refurns of materials
provided, and yet wanting, that can formed, together with an account of the
moneys expended, and the sum necessary to complete, their construction and
equipment, exclusively of men and provisions; this sum being estimated at

$453.973.
I am, very respectively, sir, your obedient servant,
TIMOTHY PICKERING
Honorable Josiah Parker, Esq.

Both of the paragraphs above are from the transcripts of the 3rd Congress as communicated to the House of
Representatives, January 20th, 1794. The first gives the approval to build a fleet, and the second, from the Secretary
of War, records the cost estimate for the construction of four frigates including the U.S.S. Constitution.

The text was excerpted from the American State Papers, a chronicle of the first 34 congresses and the predecessor

of the Congressional Informational Serial Set, an ongoing collection of U.S. Government publications compiled
under the directive of Congress. ‘

Commonwealth of Massachusetts 22 Comprehensive Annual Financial Report




Financial Section

R

1

B
i
L4

e
| P

Lz

fr—————

O —

3B :
| S

Commonwealth of Massachusetts 23 Comprehensive Annual Financial Report




Constitution afloat, September 26, 1995 after successful rehabilitation and restoration.
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Deloitte &
Touche LLp

/\ 125 Summer Street Telephone: (617) 261-8000
AR, Boston, Massachusetts 02110-1617  Facsimile: (617) 261-8111

Independent Auditors’ Report

Mr. William Kilmartin, Comptroller
The Commonwealth of Massachusetts

We have audited the accompanying general purpose financial statements of the Commonwealth
of Massachusetts as of June 30, 1997, and for the year then ended, listed in the foregoing table of
contents. These general purpose financial statements are the responsibility of the management of
the Commonwealth of Massachusetts. Our responsibility is to express an opinion on these
general purpose financial statements based on our audit. We did not audit the financial
statements of the institutions of higher education and their blended component units listed in
Note 1 which reflect 88 percent of the total assets and 88 percent of the total revenues of the
University and College Fund Type. We did not audit the financial statements of the Pension
Reserves Investment Trust, which is the investment vehicle of the Commonwealth of
Massachusetts’ Pension Trust Funds, the financial statements of which reflect 72 percent and 46
percent, respectively, of the total assets and total revenues of the Fiduciary Fund Type. We did
not audit the operations of the Massachusetts State Teachers' and Employees' Retirement
Systems Trust, the financial operations of which reflect 10 percent of the revenues of the
Fiduciary Fund Type, for the period from July 1, 1996 through the date of its merger with the
Pension Reserves Investment Trust on December 31, 1996. We did not audit the financial
statements of the discretely presented component units listed in Note 1 which reflect 84 percent
of the total assets and 90 percent of the total revenues of the discretely presented component
units. Those financial statements were audited by other auditors whose reports thereon have been
furnished to us, and our opinion, insofar as it relates to the amounts included for the entities not
audited by us included for the University and College Fund Type, Fiduciary Fund Type and the
discretely presented component units referred to above, is based solely on the reports of the other
auditors.

We conducted our audit in accordance with generally accepted auditing standards. Those
standards require that we plan and perform the audit to obtain reasonable assurance about
whether the general purpose financial statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the
general purpose financial statements. An audit also includes assessing the accounting principles
used and significant estimates made by management, as well as evaluating the overall general
purpose financial statements presentation. We believe that our audit and the reports of the other
auditors provide a reasonable basis for our opinion. '

Deloitte Touche
Tohmatsu
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In our opinion, based upon our audit and the reports of the other auditors, such general purpose
financial statements referred to above present fairly, in all material respects, the financial
position of the Commonwealth of Massachusetts as of June 30, 1997, and the results of its
operations and the cash flows of its Internal Service Funds, Nonexpendable Trust Fund and
discretely presented component units for the year then ended in conformity with generally
accepted accounting principles.

As discussed in Note 16 to the financial statements, the Commonwealth of Massachusetts
financial reporting entity has changed as a result of adding three component units to the reporting
entity.

Our audit was conducted for the purpose of forming an opinion on the general purpose financial
statements taken as a whole. The combining and individual fund statements, and account group
schedules, listed in the table of contents, are presented for the purpose of additional analysis and
are not a required part of the general purpose financial statements of the Commonwealth of
Massachusetts. These statements and schedules are also the responsibility of the management of
the Commonwealth of Massachusetts. Such additional information has been subjected to the
auditing procedures applied in the audit of the general purpose financial statements and, based on
our audit and the reports of other auditors, in our opinion, is fairly stated in all material respects
in relation to the general purpose financial statements.

We did not audit the data included in the introductory and statistical sectip’jﬁs of this report and
accordingly, we express no opinion on such data.

Dt ¥ Tovithe, ACH

December 11, 1997
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Rare live oak logs acquired through donations to the Navy. It was this dense wood that gave the Constitution its nickname
“Old Ironsides.” With frames built from live oak, cannonballs were seen bouncing off the wooden hull.
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All Fund Types, Account Groups And Discretely Presented Component Units
Combined Balance Sheet

June 30, 1997
(Amounts in thousands)

Fixed assets
Other assets
Amounts available for retirement of general long-term obligations.....
Amounts to be provided for retirement of general long-term obligations...

2,700

Primary i
ol
Proprietary
Governmental Fund Types Fund Types
) Special Capital Internal o
General Revenue Projects Service '
ASSETS AND OTHER DEBITS

Cash and short-term investments $ 553,912 $ 826313 $ - $ -
Cash with fiscal agent 746 24,077 - -

Dapn it - - - - !
Investments - - - -
Restricted investment - - - 223,219
Investments of deferred compensation plan - - - -
Annuity contracts - - - -
Assets held in trust ; - - - 15,087

Receivables, net of allowance for uncollectibles:

Taxes 784,581 560,440 - -
- Due from federal government. 687,685 149,314 165,527 -
Loans - - - "
Other receivables 159,300 100,104 133 -
Due from cities and towns, 227,353 667 - -
Due from primary government - - - -
Due from other funds 1,410,222 - 249,818 35,400
Due from component units 5,859 - - -
Inventory. - 48,805 -

Rgd

Total assets and other debits 3,829,658 $ 1,712,420 $ 415,478 $ 273,706
LIABILITIES, FUND EQUITY AND OTHER CREDITS i
Liabilities: b
Accounts payable $ 945,118 $ 383461 . $ 331,239 $ .
Accrued payroll 14,058 1,716 . 238 -
Compensated absence 100,668 61,551 4,461 -
Tax refunds and abatements payable. 415,103 276,496 - -
Due to cities and towns 1 . - - - .
Due to primary government - - - - -
Due to other funds. ¥ 229,800 1,205,363 215,644 -
Due to component units, 51,403 284,668 27 .
Due to federal govemment..... 17,997 663 - -
Deferred revenue 112,996 117,610 107 -
Prizes payable - - . .
Deferred compensation benefits payable - - - -
Agency liabilities : . - - R
Claims and judgments 11,000 - 60,700 414,044
Deposits and unearned revenue - - . -
Other accrued liabilities . - 79,832 - -
Capital leases - - . B
Bonds, notes payable and certificates of participation - - - .
School construction grants, - - : - .
Total liabilities 1,898,143 2,416,360 612,416 414,044
Fund equity and other credits:
Investment in general fixed assets - - - -
Contributed capital - - - -
Retained earnings: :
Reserved for investment programs - - - -
Reserved for bond retirement - - - .
Reserved for central artery workers compensation - - - 145,140
Unreserved - - - (285,478)
Fund balances (deficit):
Reserved for continuing appropriations 117,189 63,073 - -
Reserved for tax reduction 91,764 - - -
Reserved for Commonwealth stabilization 799,300 - . .
Reserved for employees' pension benefits - . . R
Reserved for unemployment benefits - - - -
Reserved for retirement of indebtedne: 20,814 24,077 - -
Reserved for nonexpendable trusts - - - -
Reserved for capital projects - - 229,800 -
Restricted - - - - i
Unexpended plant funds - - - - co
Renewals and replacement - . - . !
Net investment in plant - - - R
Unreserved and undesignated 902,448 (791,090) (426,738) -
Total fund equity (deficit) and other credit 1,931,515 (703,940) (196,938) (140,338)
Total liabilities, fund equity and other credit $ 3,829,658 $ 1,712,420 $ 415,478 $ 273,706 N

See notes to general purpose financial statements, ’
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Government

University
Fiduciary and College Totals
Fund Types Fund Type Account Groups (Memorandum Only)
General General
Trust University Fixed Long-term Component
and Agency and Colleges Assets Obligations 1997 1996 Units
] i (as Testareq)
$ 2,508,599 $ 137,221 - $ - 4,026,045 $ 3,501,340 $ 835,477
- - - - 24,823 22,571 -
1,222,725 112,263 - - 1,334,988 874,222 -
19,528,892 377,390 - . 19,906,282 16,554,063 419,792
- - - - 223,219 187,929 261,576
1,837,892 - - - 1,837,892 1,480,844 15,943
1,285,021 - - - 1,285,021 1,164,223 -
1,743,981 - - 1,759,068 1,702,040 4,661
328,977 - - . 1,673,998 1,506,827 .
1,549 23,182 - - 1,027,257 872,581 28,929
2,943 48,585 - - 51,528 50,662 1,043,141
273,385 149,738 . . 682,660 618,089 88,787
N . - - 228,020 222,841 260
. - . . - . 336,098
. 67,698 . - 1,763,138 724,357 .
- - " . 5,859 - .
- 15,814 - - 64,619 128,052 44,504
- 2,410,708 3,505,871 - 5,916,579 5,599,204 6,906,901
- 26,475 - - 29,175 24,620 121,901
- B - 44,891 44,891 22,571 .
- - - 14,034,691 14,034,691 - 13,339,725 -
$ 28,733,964 $ 3,369,074 3,505,871 $ 14,079,582 55,919,753 $ 48,596,761 $ 10,107,970
$ 544,832 $ 73,929 - $ . 2,283,579 $ 2,040,212 $ 70,957
34 61,131 . - 77,177 100,316 27,465
388 118,558 - 106,402 392,028 371,121 6,961
8,998 - - - 700,597 685,559 -
20,142 - - - 20,142 18,147 1,290
- - - - - . 5,859
3,657 108,674 - - 1,763,138 724,357 -
- - - - 336,098 295,922 -
- - - - 18,660 18,986 83
13,519 16,317 - - 260,549 357,681 82,076
1,285,021 - - 3,566 1,288,587 1,165,855 -
1,837,892 - . - 1,837,892 1,480,844 15,943
3,812,878 - . . 3,812,878 3,534,108 4,661
- 39,905 - 76,532 602,181 565,820 3,165
- 8,068 - - 8,068 8,523 .
9,210 63,610 - - 152,652 163,475 337,044
- 49,924 - 87,171 137,095 103,810 253,236
- 316,739 - 10,271,294 10,588,033 10,615,756 5,099,275
- - - 3,534,617 - 3,534,617 3,053,799 -
7,536,571 856,855 - 14,079,582 27,813,971 25,304,291 5,908,015
- - 3,505,871 - 3,505,871 3,317,616 .
. . . - . - 3,836,571
- - - - - - 286,187
- - - - - - 135
- - - - 145,140 129,808 -
- - . - (285,478) (280,888) 77,062
. - R . 180,262 240,773 -
- - - - 91,764 231,722 -
. - - . 799,300 543,303 -
19,560,061 - - - 19,560,061 15,956,271 -
1,515,080 - - - 1,515,080 1,043,033 -
- 21,931 - - 66,822 40,411
5,835 .- . - 5,835 5,835 .
. . ) - 229,800 . -
- 185,938 - - 185,938 161,964 -
- 57,980 - - 57,980 43471 -
- 24,983 - - 24,983 26,241 -
- 2,087,785 - - 2,087,785 1,972,852 -
116,417 133,602 .- - © (65,361) (139,942) -
21,197,393 2,512,219 3,505,871 - 28,105,782 23,292,470 4,199,955
$ 28,733,964 $ 3,369,074 3,505,871 $ 14,079,582 55,919,753 $ . 48,596,761 - $ 10,107,970
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All Governmental Fund Types And Expendable Trust Funds

Combined Statement Of Revenues, Expenditures And Changes In Fund Balances

Fiscal Year Ended June 30, 1997

(Amounts in thousands)

Primary

Governmental Fund Types

Special Capital
General Revenue - Projects
Revenues:
TAXES..vovurerecirsirimnirinmessensinn s 7,918,267 $ 5,112,210 -
ASSESSMENLS...voviivviiirniieeernns 207,482 344,622 -
Federal grants and reimbursements., 3,066,466 1,479,341 1,035,630
Departmental..........ccoeeiveinininine 549,320 3,846,236 -
MiSCEllanEOoUS. ....ovciviieerinreeianrernienscsseersrasiens 146,045 55,964 1,164
TOtA] TEVENUES.....voviiviinr e steinvressessosessnsrbssesvbeserirsosassesns ereerr et aress oo 11,887,580 10,838,373 1,036,794
Other financing sources:
Proceeds of general obligation bonds...........cccreeneiiniserninnas e s - - 899,471
Proceeds of special obligation bonds... - - -
Proceeds of refunding bonds........ - - 722,621
Proceeds of capital leases......... 61,906 - -
- Transfers from component units... 5,859 - -
Operating transfers in........ . 461,949 963,073 495,261
Total other financing SOUICES........vurvieereriviermsersmserenseseeses PPN 529,714 963,073 2,117,353
Total revenues and other financing sources......... bbb e R sra e R e b abans 12,417,294 11,801,446 3,154,147
Expenditures:
Current: .
Legislature...........cooveren Jrar s e e s bse 49,308 - -
Judiciary....... 43,386 389,366 -
Inspector General.........co.o.cocenns 1,680 - -
Govemor and Lieutenant Governor.. 5,244 - -
Secretary of the Commonwealth... 10,335 6,900 -
Treasurer and Receiver-General.... 131,438 2,578,997 -
Auditor of the Commonwealth., 11,149 695 -
Attommey General..............o.... 408 4,712 -
"Ethics Commission.. 607 582 -
District Attorney............. 378 61,476 -
Office of Campaign and Political Finance... 334 336 -
Disabled Persons Protection Commission... 1,419 46 -
Board of Library Commissioners.. 1,837 4,529 -
Comptroller......c.ceivnrerurrerverars 6,769 - -
Administration and finance 734,544 202,670 -
Environmental affairs............ 57,556 138,061 -
Communities and development. 98,132 245,883 -
Health and human services........ 3,483,151 1,023,397 -
Transportation and construction 19,839 130,900 -
Education.......ooeeviireeninnn 154,839 871,529 -
Educational affairs... - - -
Higher education, 87,698 1,984 -
Public safety........cev.... 391,981 468,361 -
Economic development.........c.vvveeiinininessmonornieenessien 2,172 30,920 -
Elder affairs................ 137,295 36,314 -
30,964 6,481 -
27,275 161,570 -
3,425,331 72,000 -
95,946 317,104 -
41,287 3,636,168 -
Capital outlay: ) '
Local Qid....c.cc.ceieniiiceniieeeninns e - - 181,179
Capital acquisition and construction.............cernie TN - - 2,050,758
Debt service:
Principal retirement.........c.cccoveinnereererions e 583,560 169,109 -
Interest and fiscal charges.............o... reetress e rteatren 286,139 239,477 .
Total expenditures........ Jeerererserersrrteesanteshearene et ety eresnerensrertes 9,922,001 10,799,567 2,231,937
Other financing uses:
Payments to refunded bond escrow agent v rerrene e rsaes - - 722,621
Operating transfers OUt..........cceerernvererrerermvnrsenrsesens 528,015 1,121,509 133,405
Transfers of appropriations... 745,032 2,004 -
Transfers of bond proceeds... - - 34,977
Transfers to component units... 358,943 381,162 5,748
Total other financing uses 1,631,990 1,504,675 896,751
Total expenditures and other financing USES........ccovcvienrcvernesensinensene [ETRTORT 11,553,991 12,304,242 3,128,688
Excess (deficiency) of revenues and other financing sources
over expenditures and other financing USES.......cueeerenniceinrenniereererennees e rereees 863,303 (502,796) 25,459
Fund balance (deficits) at beginning of year...........ccconve. Joreesaenns 1,068,212 (201,144) (222,397)
Fund balance (deficits) at end of year.........., , 1,931,515 3 (703,940) (196,938)

See notes to general purpose financial statements.
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Lo alecaams

Govemment

Fiduciary Totals
Fund Type (Memorandum Only)
Expendable
Trust 1997 1996
$ 1,189,386 14,219,863 13,075,269
1,686 553,790 596,132
29,627 5,611,064 5,364,403"
5,984 4,401,540 4,330,099
212,557 415,730 446,515
1,439,240 25,201,987 23,812,418
- . 899,471 939,658
- - 147,457
- 722,621 -
- 61,906 26,365
- 5,859 -
6,971 1,927,254 1,554418
6,971 3,617,111 2,667,898
1,446,211 28,819,098 26,480,316
- 49,308 48,922
229 432,981 404,619
- 1,680 1,577
- 5,244 4,731
S 17,240 15,015
7,033 2,717,468 2,577,230
285 12,129 13,220
1,724 6,844 30,437
- 1,189 1,147
3,215 65,069 58,187
- 670 656
- 1,465 1,394
- 6,366 4,461
- 6,769 ) 6,637
5,454 942,668 944,648
7,625 203,242 211,942
267 344,282 348,132
18,291 4,524 839 4,624,309
2,602 153,341 155,705
1,140 1,027,508 959,110
- - 13,664
103 89,785 80,068
2,961 863,303 844,232
1,698 34,790 112,361
50 173,659 155,238
7,103 44,548 41,855
841,478 1,030,323 972,779
- 3,497,331 3,241,150
- 413,050 382,510
- 3,677,455 3,351,232
- 181,179 115,742
- 2,050,758 1,672,544
- 752,669 684,266
- 525,616 507,515
901,263 23,854,768 22,587,235
- 722,621 -
69,265 1,852,194 1,473,254
- 747,036 688,514
- 34,977 28,888
- 745,853 666,071
69,265 4,102,681 2,856,727
970,528 27,957,449 25,443,962
475,683 . 861,649 1,036,354
1,155,814 1,800,485 764,131
$ 1,631,497 2,662,134 1,800,485

Commonwealth of Massachusetts
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General And Budgeted Special Revenue Funds
Combined Statement Of Revenues, Expenditures And Changes In Fund Balances -
Statutory Basis - Budget And Actual

Fiscal Year Ended June 30, 1997
(Amounts in thousands)

General Fund

Variance
Favorable
Budget Actual (Unfavorable)
Revenues: ‘ ‘
TAXES .1 v0rererverersornesersrnmesererersimesiossrstenssassresarsseset sersesarerssss sraseersE s r b e RSO R IR SRR 118 $ 7,067,900 - 3 7,546,903 $ 479,003
ASSESSIMENLS, cv.vevieirinrvrereenmsiisessiesssssseressersonsrisseasssiosssesstansssssrersessssaressnssasesssss - 199,666 199,666
Federal grants and reimbursements. ... 2,967,600 2,971,955 4,355
Departmental.. .o 812,600 636,124 (176,476)
Miscellaneous.............. S RPN - 105,803 105,803
TOtA] FEVENUES .vervrrevirrseisresirersersrerserereessesrassonsorensasmsersaessesmstosteriarssrsrssrssnssarens 10,848,100 11,460,451 612,351
Other financing sources:
Fringe benefit cost recovery... . . - 196,996 196,996
Operating transfers in......... . 298,800 379,001 80,201
Stabilization tranSfer. ... ..o - - -
Transfer for taX reduction. ... - 90,000 90,000
Total other fINaNCing SOUICES.....vvviserirriisisimmiisseesan. 298,800 . 665,997 367,197
Total revenues and other financing SOUICES.......vvumiirecnmnmeeniensesin 11,146,900 12,126,448 979,548
Expenditures:
LegiSIature.....corvvrniiiinirerinineesresssnesressnserenssessones JH O RTYORION 70,895 48,968 21,927
JUAICIANY oot ererire e serebsn s e ettt asp st bR bbb btas 42,086 40,863 1,223
INSPECLOr GENETAL.......vrrivnsrerreermreredinsessrsmsies it ssesssstsssaresssessssss 1,612 1,602 10
Governor and Lieutenant GOVEIMOL......cc.civvmiamsrerciersesimicnmssmsmneressrsassseren 6,364 ) 5,263 1,101
- Secretary of the Commonwealth..........ccovvenniveiininmimnsn 10,921 10,127 794
Treasurer and Receiver-General............cuiiniinmoimnnesmsone 100,589 92,466 8,123
Auditor of the Commonwealth........cccvirriiinriinnenmeeesosme 12,074 12,071 3
AOMEY GENETIAL..........coieveirrerinierererenenenissimsree e eses 22,179 e 21,891 288
Ethics Commission.. . 581 Y 581 -
DISIHCt AHOMIEY ....vivvenicisssrnesieinseis et sssssessises 432 378 54
Office of Campaign and Political Finance . 335 334 1
Disabled Persons Protection Commission v 1,402 1,397 : 5
Board of Library Commissioners.....c.ooccrvonfiiininimimienmimaiammnmmeen i 1,837 1,837 -
COMPLIOLIET .. rsrrirtressi e s s s et ras 6,122 6,104 18
Administration and finance, " 803,213 749,390 53,823
Environmental affairs.......... " 59,486 51,293 8,193
Health and human SErviCes......imrminmmmmemeimmoamnsmoe 3,568,509 . 3,467,775 . 100,734
Transportation and CONSrUCHION.....ccveuriiieiiiin o 499,253 . 498,916 337
EdUCAtION. 1. civeerireinriereriseesssmrarensesessessisienmsnsisssssestesstasssinismesissssssssssssissasensns 12,386 12,215 171
Higher education..........cvcumremenmiemimmcimmimmissemissom. 799,253 795,406 3,847
PUbLic 5afety.....ccoiriiirrccrriiis i s . 373,022 364,913 8,109
Economic development... . 114,572 108,927 5,645
Elder affairs.......... 130,987 130,491 496
Consumer affairs.. . 31,444 '30,199 1,245
LADOT ..o i sr bbb s bbb st bbbt sa e b s e ssae e se e aRe st 34,082 30,238 3,844
MEAICAIA. v iverinreririnnieesersnre et sesss s re s s e e e r s 3,445,736 3,383,531 62,205
PENSION...cvevesiisiririiiereseesisibesretisstsesssseseotssesasssesessiresessstorasesisasssorsssrsrasansonises 361,585 358,508 3,077
DiIrect 10CAl Q.. ...cvvvviiecrerenssirnssereresmesssesserassesmesessesasessesiorsssossssressssssessorseseres 3,748 839 2,909
Debt service:
Principal retirement. ....o..cvvinimeerseerismeneienmossimsimemmmmn Cereeereoreraerenaere 334,895 330,495 4,400
Interest and fiSCal CHAMEES.......cvvvvrvircerrecrirsenimiisiss s 279,973 265,639 14,334
Total eXPenditures. ... ivvreivrermareriosisssersnesiammssisin esrenresrerararsneeteies 11,129,573 10,822,657 - 306,916
Other financing uses:
Fringe benefit cost assessment... " - - -
Operating transters OUL........iuvueieersmrersessisressensssiersersemmsmsesinissesesesssinssssss 417,866 507,369 (89,503)
Stabilization rANSTEL......c.coreresserrernssssssares st rsssmssessmsessssssases 100,000 180,552 (80,552)
Transfer for tax redUCtiON. ... i - - : -
Total other fINANCING USES......cevvirerversreemmreresssiismesenies s 517,866 687,921 (170,055)
Total expenditures and other financing USES.......vcviirininioimenisminn 11,647,439 11,510,578 136,861
Excess (deficiency) of revenues and other financing sources ‘
over expenditures and other financing uses (500,539) 615,870 1,116,409
Fund balances (deficits) at beginning of year...........c.ceuvens 565,489 565,489 -
Fund balances (deficits) at end 0f year.........ouiniivenninsnniens $ 64,950 $ 1,181,359 $ 1,116,409

See notes to general purpose financial statements.
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: Totals
Budgeted Special Revenue Funds S (Memorandum Only)

- Variance Variance
- Favorable Favorable
i Budget Actual (Unfavorable) Budget Actual (Unfavorable)
$ 5,120,100 $ 5317598 $ 197,498 $ 12,188,000 $  12,864,50] $ 676,501
i - 26,404 26,404 - 226,070 226,070
}; 7,300 47,737 40,437 2,974,900 - . 3,019,692 44,792
' 458,500 471,612 13,112 1,271,100 1,107,736 (163,364)
- 63,420 63,420 : - 169,223 169,223
"{’ 5,585,900 5,926,771 340,871 : 16,434,000 17,387,222 _ 953,222
i .
o
- 671 671 - 197,667 . 197,667
631,300 875,223 - 243,923 930,100 1,254,224 324,124
co- 234,253 234,253 - 234,253 - 234,253
- 60,000 60,000 - 150,000 150,000
631,300 1,170,147 538,847 930,100 1,836,144 906,044
6,217,200 7,096,918 879,718 . 17,364,100 19,223,366 1,859,266
< - - - 70,895 48,968 21,927
e 396,205 385,191 11,014 438,291 426,054 12,237
- - - 1,612 1,602 10
- - - 6,364 5,263 1,101
6,245 6,231 14 17,166 16,358 : 808
4,881 4,124 757 105,470 96,590 8,880
696 695 1 12,770 12,766 4
1,646 1,640 6 23,825 23,531 294
612 612 - 1,193 1,193 -
60,527 59,957 570 60,959 60,335 624
336 336 - 671 670 1
32 32 . - 1,434 1,429 5
2,037 . 2,025 12 . 3,874 3,862 12
641 626 15 6,763 . 6,730 33
350,095 243,247 106,848 - 1,153,308 992,637 160,671
137,787 127,284 - 10,503 .. 197,273 178,577 18,696
126,133 109,493 16,640 3,694,642 3,577,268 117,374
297,933 295,171 2,762 797,186 794,087 : 3,099
172,322 167,325 4,997 184,708 . : 179,540 5,168
13,633 11,064 2,569 812,886 806,470 6,416
474,612 463,082 11,530 847,634 827,995 19,639
57,608 54,963 i 2,645 . 172,180 - 163,890 8,290
10,843 10,343 500 - 141,830 140,834 996
5,859 5,168 - 691 - _ 37,303, . 35,367 _ 1,936
8,451 : 7.975 - 476 - 42,533 38,213 . 4,320
72,000 72,000 - 3,517,736 3,455,531 . 62,205
713,975 710,676 3,299 1,075,560 1,069,184~ 6,376
3,563,148 3,557,300 5,848 3,566,896 3,558,139 - 8757
443,000 419,964 23,036 777,895 750,459 , 27,436
262,622 259,441 3,181 542,595 525,080 17,515
7,183,879 6,975,965 207,914 18,313,452 17,798,622 - 514,830
- 63,017 (63,017) - . 63,017 (63,017)
249,067 249,067 - . 666,933 756,436 (89,503)
- 53,701 (53,701) 100,000 234,253 (134,253)
T 150,000 150,000 - 150,000 150,000 -
399,067 515,785 ‘ (116,718) 916,933 1,203,706 (286,773)
- 7,582,946 7,491,750 91,196 19,230,385 15,002,328 228,057
‘ j (1,365,746) (394,832) 970914 (1,866,285) 221,038 2,087,323
L’ 607,519 607,519 - 1,173,008 1,173,008 -
$  (758,227) $ 212,687 $ 970,914 $ (693,277) $ 1,394,046 $ 2,087,323
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Internal Service Funds, Nonexpendable Trust Funds And Discretely Presented Component Units
Combined Statement Of Revenues, Expenses, Changes In Fund Equity And Contributed Capital

Fiscal Year Ended June 30, 1997
(Amounts in thousands)

Primary Government

Proprietary Fiduciary Totals .
Fund Types Fund Types (Memorandum Only) -
Internal Nonexpendable Component
Service Funds  Trust Funds 1997 1996 Units
Operating revenues: _ )
Charges for SEIVICES ..o $ - 3 - % . - 8 - § 460,843 -
Donations............... - - - - 542 '
Premiums.... 697,413 - 697,413 702,461 23,138
Total Operating reVENUES........cieeienmiirerinne perrmmrereenensanns 697,413 - 697,413 702,461 484,523
Operating expenses; :
© Claims and judgments eXPENSe........oummsmcisiimermiseins 694,179 - 694,179 633,797 -
Cost of services and administration... “ - - - 2 959,864
Depreciation..........cennn ST YR s - - - - 234,551 :
Total operating eXpenses. ... JOTR RIS 694,179 - 694,179 633,799 " 1,194,415
Operating income (10SS)....ccrerrnereimmnon. prersaeiees 3,234 - 3,234 68,662 (709,892)
Nonoperating revenues (expenses):
OPErating Brants.........oeerrvereinirimecsmiresrensierimsserenisesnssissssmerssesions - - - - 63,955
INEErest INCOME.....iiviirvieiriirererreee e e areraesrssressnssnnseenses eeenrerenierene 7,508 - 7,508 3,675 75,965
INLETESt EXPENSE.crrrerrircerssemiereseisseisseresinsssssssssossens peresteannes - - - - (215,382)
Other income . - - - - 7,763
Other EXPENSES......ovevrerermrernrerusrerssisneseesesesss e - - . - - (24,838)
Nonoperating revenues (EXPENSES), NEL.....ovevvrurennrenierenmmsssisssmens 7,508 - 1,508 3,675 (92,537)
Income (loss) before operating transfers.........cvvmmminininnin 10,742 - 10,742 72,337 (802,429)
Transfers in: )
Transfers in from primary government, net;f_ ................................... - - - - 739,994
TOU TAISTELS....vvovove e ssnssssseseresssssessenessissssessesresmsessssssssrssssses - - Co- - 739,994
Net iNCoME (J0SS)..vurivirisrimreiieinieeeeserse s 10,742 - 10,742 72,337 (62,435)
Add: Depreciation of fixed assets acquired
from contributed capital..........coev. ettt e abnerasroros - - : - - 124,178
Increase (decrease) in retained earnings/fund balances.........cccveeeeree 10,742 - 10,742 72,337 61,743 b
Retained earnings/fund balances at beginning of year............viuveres (151,080) 5,835 (145,245) (217,582) 301,641
Retained earnings/fund balances at end of year..........ccevveiniennininns $ (140,338) § 5,835 $(134,503) 3 (145,245) $ 363,384
Contributed capital at beginning of year..........coocnnvmnneinncvivirsenns ‘ - ) $ 3,505,199
Add: Capital contributions...........ccceriininiinensn A ‘ ' 455,550 - i
Less: Depreciation of fixed assets acquired ’ 7 1
from contributed capital.... . (124,178)
Contributed capital at end of year.........oocorerrrevreserenne et o : -$ 3,836,571

See notes to general purpose financial statements.
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. Internal Service Funds, Nonexpendable Trust Funds And Discretely Presented Component Units
Combined Statement Of Cash Flows

Fiscal Year Ended June 30, 1997
(Amounts in thousands)

Primary
T Government
. ; Proprietary Fiduciary Totals
N ) Fund Type Fund Type (Memorandum Only)
Internal Nonexpendable - Component
. Service Fund Trust Funds 1997 1996 Units
| ] Cash flows from operating activities; ‘
e Operating income (loss) $ 3,234 $ - $ 3,234 $ 68,662 $  (709,892)
Adjustments to reconcile operating income (loss) to net )
. cash provided by (used for) operating activities: .
el Depreciation and amortization - - - - 234,551
Other nonoperating revenues - - - - 7,763
Other nonoperating expenses - - - - (24,838)
Change in assets and liabilities:
T  Assets held in trust 3,702 - 3,702 (169)
K | Due from federal government. - - - - 4,547
i Loans eenserens ‘ - - - - (237,019)
Other receivables - - - - (16,187)
N Due from cities and towns - - - - 716
B Due from primary government - - - - (40,176)
§:' : Due from other funds (2,145) ' - (2,145) (4,888) -
(=5 Inventory - . - - - (2,475)
Restricted and other assets . - - - 7,310
Accounts payable : - - - - (16,654)
Accrued payroll - - - - (1,581)
Comp d absence - - - - (2,102)
Deferred revenue. - - - - 2,579
Claims and judgments, net 22,991 - . 22,991 (41,744) 595
Other accrued liabilities. - - - - 86,871
Due to cities and towns - - - - 1,175
Due to primary government . - L. - (94,141)
Due to federal government - - L. - 0
Total adjustment _ ' 24,548 - £24,548 (46,801) (89,006)
Net cash provided by (used for) operating activities . 27,782 . - 27,782 21,861 (798,898)
Cash flows from noncapital financing activities: . :
Operating grants fArRw— - - - - 63,955
) Transfer in from primary government, net " - : - - - 739,994
U Net cash provided by (used for) noncapital .
Loe financing activities, ’ - - - - 803,949
Cash flows from capital and related financing activities:
Acquisition and construction of capital assets - - - - (805,233)
Proceeds from the issuance of bonds and notes. - - - - 1,584,248
Interest on bonds and notes - - - - (215,382)
Capital contributions ‘ - - - - 455,550
Principal payments on bonds and notes - - - - (646,569)
Payments to refunded bond escrow agent - - - - (56,573)
Net cash provided by (used for) capital and '
L related financing activities . - - - - 316,041
Cash flows from investing activities:
Purchases of investments (35,290) - (35,290) (25,538) (8,648,582)
Sales and maturities of investments . - - S 8,538,818
Interest income. 7,508 - 7,508 3,675 75,965
Net cash provided by (used for) investing activities. (27,782) - (27,782) (21,863) (33,799)
{ ’ 1 Net increase (decrease) in cash and cash equivalents.......vrevrinmseiiressnn - - - 2) 287,293
i Cash and cash equivalents at beginning of year - 5,835 5,835 5,837 548,184
= Cash and cash equivalents at end of year. $ - $ 5,835 $ 5,835 $ 5,835 $ 835,477
. Reconciliation to Combined Balance Sheet:
R Cash and cash equivalents at end of year $ - $ 5,835 $ 5,835 $ 5,835 $ 835477
- " Cash and cash equivalents at end of year, :
Pension Trust, Expendable Trust and Agency.....umeommeminmimne. - 2,502,764 2,502,764 1,768,321 -
{ ) Cash and cash equivalents per the Combined Balance Sheet.......couuiiinnnns $ - $ 2,508,599 $ 2,508,599 $ 1,774,156 $ 835477
[
L3 See notes to general purpose financial statements.
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Pension Trust Funds
Statement Of Changes in Net Assets Available For Pension Benefits

Fiscal Year Ended June 30, 1997
(Amounts in thousands)
a 1997 1996
= Additions: : o '
N .Commonwealth cOntribUtIONS......cocviinriiireseneiinisernseesecrronsesns $ - 899,048 $ 850,841
B Employee contributions........c.c.cecereerene preepersrenans peveerrreannne RO 457,530 . 421,080
‘ Total CONEIBULIONS...vvvvrvvvvsveesenrerssissssssensrensesseses vssensesnanens - 1,356,578 1,271,921
Net investment income: '
; Net appreciation in fair value of investments.,........cocoeonvcrininansinnns 2,823,841 ‘ 1,786,940
TIEETESE. e ivisuiirisrresrieritsebtsriessbesbeesbessbresseesbersesteessassssanensernssaonpesosnenss 368,654 363,645
_ DivIAEnds.....voveeviiiiirnrieenrninrieereseeresresssererresesaseersesasssssssesresssesains - 158,922 ' 125,716
P Real estate operating inCOME, NEt.....,..cccrerrrrerrirerermrerserresnsrnseesessens 54,525 . _ 37,929
i Alternative InveStments......ocoeovversrersesronnns feeeeeeerestaeetearereseaserenessenenes 27,457 14,943
(011 1=) OO OO URRRRUPOURRON: Crvetereereeerersasaeseesrentesrerane . . 156 2,915
]K Total investment INCOME. ....ovcveireenririirienreerenrireessesnens erreereeeone 3,433,555 2,332,088
Less: investment EXPenSe... ..o 60,703 43,406
L Net investment income....... rerrreeeisrrteseteeesaeeeneererans 3,372,852 : 2,288,682
24 Total additions........cccccvevvevecnvcriereeivnninns ettt ree et 4,729,430 3,560,603
Deductions: :

AdMIniStatioN.......ocviirinmiee 3,688 3,673
L Retirement benefits and refiunds.......ccccorevvieienericinesennnnininenen, 1,121,952 1,083,897
Total deductions..........cc.c...evne TR e 1,125,640 1,087,570

INEL INICTEASE..cuveiiveeeerei et erre s cebraesareessbesssaessrsosanssbeessessrneransssassaesntss 3,603,790 ' 2,473,033

Net assets available for pension benefits
at beginning of year (fund balance reserved _
for employee's pension benefits).......cvcvviiiinniniinninnnn. . 15,956,271 13,483,238

Net assets available for pension benefits
at end of year (fund balance reserved _
for employee's pension benefits)........... rereseass s pessesretenrsneaes $ 19,560,061 $ 15,956,271

EoT
Wl

See notes to general purpose financial statements.
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University And College Fund Type
Combined Statement Of Changes In Fund Balances

Fiscal Year Ended June 30, 1997
" (Amounts in thousands)

Current Funds
Loan
Unrestricted Restricted Fund
Revenues and other additions: o ) .
Unrestricted current funds reVENUES....ci..iivmnioreinererssesriesiniuerssssns $ 1,319,581 $ - $ -
Federal appropriations.........ccoenveeienne SRR RON - 6,010 ' 381
Federal grants and contracts........c..evene. rr bbb - 189,776 922
State grants and contracts.......eeirenserenneres - 3,201 74
Local grants and contracts.........coceeuenrini . - - - - 2,575 - -
Private gifts, grants and contracts........oveeionriaininn, - .. 70,179 81
" Investment income (10SS)......... e s - 92 ' 32
Endowment INCOME.......oenmirimimimisssisiisissiesiansiosnssssiesoss ' - ' 1,102 ‘ B -
Net realized/unrealized gain (loss) on investments.......ccoueeurenenane - i (163) 17)
Interest on loans receivable....cuinniinion, - v - 973"
Reimbursed loan cancellations.........coeveireiens - .- 501
Other INCOME...uciiiiieiireniesiierrersvessseresesersasssressinessrssessans - 1,222 416
Expended for plant facilities........c.cvvisviniinninniiionininn . : - - -
Retirement of indebtedness..... rerersaere e re e arer e es st enes - - -
Other additions.....cveverininerinrnniis. - 931 38
Total revenue and other additions.........vrewiverserseennessciinineninisinins 1,319,581 274,925 3,401
Expenditures and other deductions: ‘ ) o
Educational and general eXpenditures........ueieeinieinioin 1,260,059 e 309,172 -
Auxiliary enterprises eXpenditures.....ivemmimnimnen. 155,503 - -
Indirect costs recovered........... iR be s bans - 37,304 -
Clinical SEIVICES COSLS..uuvimirierirenronsinreressssrressrasrssssrersossassssssessessoseass 428,232 Co. -
Refunded to grantors and donors..........biveiensineiarinis ) - 544 . -
Loan cancellations and write-offs...... - - 278
Administrative and collection costs... - . oo- 955
Retirement of indebtedness.....ccviiniririnenisiensinne - - -
Interest on indebtedness.......... - : C . ' -
Expended for plant facilities....... s - - - : -
Depreciation and amortization.... - - - . -
Disposal of plant facilities........... - - -
Other dedUCtions.... ..o - v e -
Total expenditures and other deductions.........vecvrverecsncnrinnenssrininnnas 1,843,794 : 347,020
Mandatory transfers:
Principal and interest. ... (36,906) | ) -
Renewals and replacements . (611) - -
Student loan fund matching (1,219) 1,134 85
Operating transfers OUL. .. (75,060) - -
Nonmandatory transfers:
Transfers of apPropriation....... e, 709,095 37,941 -
Transfers of bond proceeds..... - 34,977 : -
Unexpended plant funds.......... (56,374) - -
Renewals and replacements........ (20,165) (3,186) -
Other nonmandatory transfers (1,453) 506 77
TOtal trANSTEIS. . virerrirricenireneieisestsnessneseeresreeesiosressersserssensernssesssneses 517,307 71,372 8
Net increase (decrease) for the year (6,906) (723) 2,176
Fund balances at beginning of year 101,869 44,305 51,292 o
Fund balances at €nd 0F Yeal... .o mmrismrissienmssessssssessssiosssessiosss $ 94,963 $ 43582  § 53,468

See notes to general purpose financial statements.
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Totals

{Memorandum Only)
Endowment
and Similar Plant
Funds Funds 1997 1996
(asrestated)
$ - . 1,319,581 1,302,481
’ . - 6,391 7,578
. 454 191,152 215,219
o - 39,212 42,487 77,498
i - - 2,575 6,985
12,289 182 82,731 62,423
1,059 3,879 5,062 6,107
= 2,962 . 4,064 183
o 10,886 . 10,706 3,311
o - - 973 993
- - 501 259
837 639 3,114 1,657
. 125,574 125,574 112,631
- 18,509 18,509 14,814
- 9,367 10,336 4,449
28,033 197,816 1,823,756 1,816,588
- . 1,569,231 1,502,979
- - 155,503 164,274
- - 37,304 34,920
- . 428,232 396,475
. - 544 408
- . 278 1,186
884 1,835 3,674 4,246
- 18,455 18,455 20,503
- 22,252 22,252 16,481
L - 93,055 . 93,055 80,019
il - 24,309 24,309 16,670
Lo - 22,878 22,878 14,158
5,909 209 6,118 2,040
6,793 182,993 2,381,833 2,254,359
- 36,906 - .
- 611 - -
- . (75,060) (81,164)
- - 747,036 % 688,514
- - 34,977 28,888
. 56,374 - .
- 23,351 - .
814 © 210 - .
814 117,452 706,953 636,238
© 22,054 132,275 148,876 - 198,467
E { " 105,473 2,060,404 2,363,343 2,164,876
L $ 127,527 $ 2,192,679 $ 2,512,219 $ 2,363,343
[ |
|
Lo
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University And College Fund Type
Combined Statement Of Current Funds Revenues, Expenditures, And Other Changes

Fiscal Year Ended June 30, 1997
(Amounts in thousands)

Totals
Current Funds (Memorandum Only)
Unrestricted Restricted co 1997 1996
- (as restated)
Revenues and other additions:
Tuition and fEeS.......vveivvrirerinierirennnsesseseneereens $ 557,381 $ 1,564 $ 558,945 $ 546,291
Federal appropriations......c...c.cimiemenonn. - 6,460 6,460 . 6,478
Federal grants and contracts..........ccevvenrnnvnieninnnnnes - 167,659 167,659 174,725
State grants and contracts.........covoinviiieniinn. 456 3,018 3,474 22,292
Local grants and contracts........cocevmeenienimiciine 267 6,251 6,518 9,950
Private gifts, grants and contracts..........ceeernvisnsunis 8,708 54,578 63,286 48,275

" Endowment inCOME.........coveereremneeerninisensennisinssans 219 588 807 961
Sales and service, educational..........cecouvnirienniininien 11,233 - 11,233 -~ 11,812
Sales and service, auxiliary enterprises........ s 179,459 - 179,459 = 201,302
Sales and service, clinical services........couvsiierierinnes 473,938 - - 473,938 460,341
Recovery of indirect COStS.....cuverrvriirerinnieisisresonnien 37,304 - 37,304 34,920
Other investment income (10S8)....ccoinivniinrinnns 29,474 (554) 28,920 18,739
1011117 S OO O U OO PP ORI 21,142 1,191 22,333 20,751
Total current funds reVenUes.......cveveviirnrirvereerernrenens 1,319,581 240,755 1,560,336 1,556,837

Expenditures:; , ' . ‘
INStUCHON. 1o eveeeetercrrr e serererseresresessessssesssesseseone 567,891 39,945 607,836 555,098
RESEAICH.c.cviiviireiietisieiiiessee s asiessesbessneressessssesrsraens 42,576 109,065 . 151,641 132,564
PUDBLIC SEIVICE..uucvvvreveireeivinereniesanssssssnerenresssesssiesnns 20,131 38,446 5 58,577 49,431
Academic SUPPOLt.....cvccrereerninmmseniminensnsiesesnins 122,646 16,133 138,779 141,600
StUAENt SEIVICES....uvivnrisrirrierirriniseessnreessrsnesseessaenss 110,977 7,026 118,003 128,302
Institutional SUPPOIt......cocviiviinre i, 174,482 4,221 178,703 208,484
Operation and maintenance of plant........cccvniinnee. 162,898 13,566 176,464 122,697
Scholarships and fellowships.......ccccovevenrenienriiiinnnes 58,458 80,770 139,228 156,698
Auxiliary enterprises......ccccvrenmernessenseoresnnineenon 155,503 - 155,503 164,274

Clinical SErviCes COStS...cuuvurrrrermrrvenrensrerireeresnssesarenss 428,232 - 428,232 396,475
Total current funds expenditures........ccccouruernvunninnes , 1,843,794 309,172 - 2,152,966 2,055,623

Transfers and other changes:

Mandatory transfers: : :
Principal and interest.......ccoevrvercrnerensienerissesrssnans (36,906) - (36,906) (33,371)
Renewals and replacements........ccuvvvinminnininiennanins 611) - 611) -
Student loan fund matching.......cconeereniinesisniees (1,219) 1,134 (85) (136)
Operating transfers oUt.........o.ovsiesimssinsionso. (75,060) - (75,060) (81,164)

Nonmandatory transfers: ' ‘

Transfers of appropriation.........cecovccvnriiiisnn 709,095 37,941 747,036 688,514
Transfers of bond proceeds........coevvvvniiiviniisinnns - 34,977 34,977 28,888
Unexpended plant funds.........coevenreeernversmnnseniorsonne (56,374) - (56,374) (46,430)
Renewals and replacements......cueererreseersserorssisienene (20,165) (3,186) (23,351) (47,141)
Other nonmandatory transfers............everiesiveesnnns (1,453) 506 947) (947)
Refunds to grantors and donors.........eeveeresseressenens : - (544) (544) - (359)
Excess (deficiency) of restricted receipts ,
over transfers to revenue......ceiererrennninennes - (3,134) (3,134)- 12,016
Total transfers and other changes........cccorevinivirnnias 517,307 67,694 : 585,001 519,870
Total increase (decrease) in fund balances.........oueeven $ (6,906) § (723) § (7,629) $ 21,084

See notes to general purpose financial statements.
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Discretely Presented Componeht Units

Combining Balance Sheet

June 30, 1997

(Amounts in thousands)

ASSETS

Cash and short-term INVEStMENtS......ccocvciecerariiinnninserenenesnesenssseseseesen
TNVESTMENES. cveevererervivererieeei e iieesesiiesssiste e ss e essresssrbessiaesssnasssnsasasnssssses
Restricted investments
Investments of deferred compensation plan.......cc.everevennrencctninnenrerensereseeenes
AsSets held i trUSt. . civeicniirir s s esesee s esees e srssaesnesassessserrassens

Due from primary government........c.vccevee s
INVENEOTY .vieieeiirecieeneerereecercresree e ers e ies st s vrsaressesanasessesrasseessessssaesasesasasnsasesnes
FIXEA BSSELS..uevveererieririnressriseseressssosisnessssssisssssnmssssssssssssssssssesssssssassansasessasans
Oher @SSELS...civvecrrrrrireirrrisriiessesierisnessessessessessessesressssestsrsssesssssssesesssssessssssnsans

LIABILITIES AND FUND EQUITY
Liabilities: N _
Accounts payable......uveiiimisiniimimioiesesenn reessreesr e an
Accrued PAYIOl.....ucvviecirerenieneeeriseennnescerenesieienssnenesssressesieessssetssseressansses
Compensated ADSENCES......ovevirirerimerienieessnisresserienssssienseesseneesssssesesssreisnes
Due to Cities and tOWNS....cvververeserernincesrieensniseseresesssermsessssssssssnssssesions
Due to primary ZOVEIMMENt......co.evvererenreresesrienserssssmsessassssssssssnsrssrsessasnosssss
Due to federal BOVEIMMENt. .....vvivviiricrniiiceininrmsnenisssrmesmssssersmsiserssess
Deferred rEVENUE........ccvurviiiirecriiinieieresrosseesesmsessressssssssassssssesssssss
Deferred compensation benefits payable.........cccovvierneiriniveereneisenerennens
Agency labilities.....corviirecvcsnsenmirennsesersnesnnnseesererenes g
Claims and judgments........coeconnsesesnsresssnsans ettt bser g e s er s ebR s
Other accrued Habilities......uuersiesieriniensinssiesecss e
Capital I8ASES.....coivriesmiicsnsiseenie e s
Bonds, notes payable and certificates of participation...........cou.cvciviserinns

Total liabilities......occvrerrrrvisernrrersrrrerssesssserseseseressesesesesmsiersens SRR,
Fund equity:
Contributed Capital..........eevveeirereriernsrnneesreeriiseessesissserisesesssresssssesssanes
Retained earnings (deficits):
Reserved for investment programs........covvereenneenerisrerensnarenssesssssessosssssne

Reserved for bond retirement........ueeeivveiinreerniiieenieisnessssesesssseersones
UNTESEIVE.....ccreirenrionrriinirosmierssnissesnnssseiisessorsosnsssssseesssssnessersrossssassnsanss

Total fund eqUILY......civereirnirinrenrsenereneeieee s e ssstssessions
Total liabilities and fund equity.......coccvnereeriincenrnerienenennreeessisesesens

See notes to general purpose financial statements.
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Massachusetts

Bay Massachusetts Regional
Transportation Turnpike Transit
Authority Authority Authorities
$ 353408 $ 28,209 $ 12,692
- - 9
20,183 214,397 -
- 15,047 93
- - 6,139
.. 50,072 4,376 7,257
234,639 - 58,887
42,825 1,286 261
5,753,508 751,872 146,619
110,907 . 5,028 3,033
$ 6,565,542°° $ 1,020,215 $ 234,990
$ 34,795 $ 10,236 $ 9,170
25,947 845 153
- 5,651 620
- - 145
2,109 - -
- - 32
40,119 3,869 101
- 15,047 93
- - 3,165
162,378 22,999 4,514
247,805 - 5,273
3,311,369 604,186 76,851
3,824,522 662,833 100,117
2,931,501 - 132,476
- 229,445 -
(190,481) 127,937 2,397
2,741,020 357,382 134,873
$ 6,565,542 $ 1,020,215 234,990
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Massachusetts

Water Massachusetts
Pollution Convention Economic
Abatement Center Development
Trust Authority Authorities Total
$ 364,349 3 12,988 3 63,831 3 835,477
397,103 - 22,680 419,792
- 9,205 17,791 261,576
- - 803 15,943
- - 4,661 4,661
- - 22,790 28,929
857,294 - 185,847 1,043,141
18,726 768 7,588 88,787
- - 260 260
20,200 17,966 4,406 336,098
- - 132 44,504
17 205,606 49,279 6,906,901
16 1,801 1,116 121,901
$ 1,657,705 $ 248,334 $ 381,184 $ 10,107,970
$ - $ 4,354 3 12,402 3 70,957
- - 520 27,465
- - 690 6,961
- . 1,145 1,290
- - 3,750 5,859
- - 51 83
- 507 37,480 82,076
- - 803 15,943
- - 4,661 4,661
- - - 3,165
116,848 23,746 6,559 337,044
- - 158 253,236
863,020 135,910 107,939 5,099,275
979,868 164,517 © 176,158 5,908,015
607,035 80,940 84,619 3,836,571
- - 56,742 286,187
- - 135 135
70,802 2,877 63,530 77,062
677,837 83,817 205,026 4,199,955
$ 1,657,705 $ 248,334 3 381,184 $ 10,107,970

Commonwealth of Massachusetts
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Discretely Presented Component Units
Combining Statement Of Revenues, Expenses, Changes In
Retained Earnings And Changes In Contributed Capital

Fiscal Year Ended June 30, 1997
(Amounts in thousands)

Massachusetts
Bay Massachusetts Regional
Transportation Tumpike Transit
Authority Authority Authorities

Operating revenues:

Charges fOr SEIVICES......vouniinnierinmiiinseioesnssse o pesssesesssssrsnsens $ 221,131 $ 157,681 $ 50,943

DONAtioNS, . oivieriiiiiiiiiiiin e s s - - -

ONEE i iivireeiiresrrereeie e esaesrbessrsanesbssbbs sessbsenaosnentesbesbastansssrosranass - 12,012 633

Total operating revenues 221,131 169,693 51,576
Operating expenses:

Cost of services and administration............imecesnineinienninon 587,014 146,094 113,777

DEPreciation...ccccvvcniiiniiiniiisesnnieaneseeiseaenen s ssssn s e 178,901 28,115 16,661

Total operating EXpenses. ... . osres 765,915 174,209 130,438

Operating iNCOmMe (1088)....veverrreeirarenrriesisiensoreneesiriserssisesnssssrsrarmsreseens (544,784) (4,516) (78,862)
Nonoperating revenues (expenses):

OPerating BrantS....c .o 6,315 - 9,348

INLErESt INCOME. viviviiiiriereeiirnssisieerieeeiseesansssessesssessesserrnarearsessesiasssessonsans - 9,407 1,017

INEEIESt EXPENSE..cirrereriiiisiiiriseseesisris s st sb s b na s ssnsnesae s (151,099) (4,465) (3,665)

Other INCOME....ciiinverenisiiiennin oottt sst s sarssessseossbass 4,061 - 418

Other eXpenses.....c..oevcmvineisnisnrion g (18,925) 947) (542)

Nonoperating revenues (expenses), N uvurrvesresrssensseessesnessessesvssessnsens (159,648) 3,995 6,576

Income (loss) before transfers ......c.civevrevmecsiinisnmsnienmnmemn. (704,432) (521 (72,286)
Transfers:

Transfers in from primary government, Net........cocurevernininnnerinsscennin 617,367 - 55,842

Total transfers.......coovvevercvrrerenrrinns P PO 617,367 - 55,842

INEt INCOME (0SS).eveuerririarriresiesesrenrerestressssisesserssresessaressnsasrssscssesarnsrosees (87,065) (521) (16,444)
Add: Depreciation of fixed assets acquired from contributed capital...... 100,454 - 16,535
Increase (decrease) in retained €arMiNGS.....covviiverivnisierrsinrensmmeernessereseeres 13,389 (521) 91~
Retained earnings (deficits) at beginning of year.......c.ccviiviinnicininnn, (203,870) 357,903 2,306
Retained earnings (deficits) at end of year............coecvinvnniinnsiniieins $ (190,481) $ 357,382 $ 2,397
Contributed capital at beginning of year.........ccoverericniniineiinoenn $, 2,701,579 - 123,096
Add: Capital contribUtions, NEt.......covverrieresesesresssenrerereeresissninrssresrssenes 330,376 - 25915
Less: Depreciation of fixed assets acquired from contributed capital....., (100,454) - (16,535)
Contributed capital at end of Year.......covvcereeriveererererrierneerniensnressesssesanne $ 2,931,501 $ - $ 132,476

See notes to general purpose financial statements.
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Massachusetts

Water Massachusetts
Pollution Convention Economic
Abatement Center Development
Trust Authority Authorities Total
$ - $ 12,015 $ 19,073 $ 460,843
: - - 542 542
- - 10,493 23,138
- 12,015 30,108 484,523
8,548 16,594 87,837 959,864
117 7,562 3,195 234,551
8,665 24,156 91,032 1,194,415
(8,665) (12,141) (60,924) (709,892)
2,228 - 46,064 63,955
59,989 297 5,255 75,965
(39,681) (9,370) (7,102) (215,382)
1,142 115 2,027 7,763
- (244) (4,180) (24,838)
23,678 (9,202) 42,064 (92,537)
15,013 (21,343) (18,860) (802,429)
25,877 17,393 23,515 739,994
25,877 17,393 23,515 739,994
40,890 (3,950) 4,655 (62,435)
112 7,077 - 124,178
41,002 3,127 4,655 61,743
29,800 (250) 115,752 301,641
$ 70,802 2,877 $ 120,407 $ 363,384
$ 523,121 68,522 $ 88,881 $ 3,505,199
84,026 19,495 . (4,262) 455,550
(112) (7,077) - (124,178)
$ 607,035 $ .. 80,940 $ 84,619 $ 3,836,571
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Discretely Presented Component Units
Combining Statement Of Cash Flows

Fiscal Year Ended June 30, 1997
(Amounts in thousands)

Massachusetts
Bay Massachusetts Regional
Transportation Tumpike Transit
Authority - Authority Authorities

Cash flows from operating activities:
Operating iNCome (I0SS)....ccvcerrierirerimiiiiimisii s $ (544,784) $ 4,516) $  (78,862)
Adjustments to reconcile operating income (loss) to net cash : .
provided by (used for) operating activities:

Depreciation and amortization 178,901 28,115 16,661 i
Other nonoperating revenues...... 4,061 - 418
Other NONOPErating EXPENSES.....c.ciiirueieiiniiisensss st esssssesns (18,925) (947) _ (542)
Change in assets and liabilities:
Due from federal govemment..., Heee e s st - - 1,831
Loans....ccmminmniiinnn, - - -
Other TECEIVADIES.....ccveririieriirinireeiieesesiressersesisesessesssssbsesssrssssesnansasesssssns (11,832) 43 748
Due from cities and towns.. . - - - \
Due from primary government.. (16,506) - (1,468) ;
INVentory.......cvcvevmmsimsnasnene (2,436) 9 22
Restricted and other assets.. 716 3,087 (380)
Accounts payable..... 8,177) (5,527 (373)
Accrued payroll........... 1,233 2,911) 105
Compensated abSENCES. ... e - (2,047) 64
Deferred reVENUE.....c.vvuvecvrerrrnsiisinissneiienesssssssessosssnseses (6,304) (2,538) (235)
Claims and judgments, NEt.........covmiiiinmiimisnin - - 595
Other accrued liabilities...... 9,072 5,709 1,091
Due to cities and towns....... - ) - 30
Due to primary SOVEIMIMENL......eeoccririsnenmsesnssarscsimsnsersasssmesmimserens 2,109 s (100,000) -
Due t0 federal GOVEIMMENL..........ccuveverrervmsrissssrsssssrssessssesssssessessssssessiseess -7 - : 32
Total adjustments........cccorverevereene 131,912 (77,007). 18,599
Net cash provided by (used for) operating actiyities... (412,872) (81,523) (60,263)
Cash flows from noncapital financing activities: .
Operating Grants.......ouoveevnirrmssresssssssssrenns - rea Crereeererersnesnrnss 6,315. - 9,348
Transfers in from primary government, net..........coccerenmiiimeniminai, 617,367 - 55,842
Net cash provided by noncapital financing activities.......c..cconeriirmseesnessessinncsenes 623,682 - 65,190

Cash flows from capital and related financing activities: o

Acquisition and construction of capital assets..........c.evuiriereenecrmrssinisimesnsi (633,483) (130,408) (26,738)
Proceeds from the issuance of bonds and notes... 830,918 264,770 79,714
Interest on bonds and NOLES........covrmuriiimnnirinonisnmieriesssasssessssisss e (151,099) (4,465) (3,665)
Capital contributions............ceoreeoniiines 330,376 - 25915
Principal payments on bonds and notes..... (498,839) (14,896) (80,941)

Payments to refunded bond eSCrow agent........c.eevvevenmsivisersinnerinensisiessensesennsnseses - ) (56,573) -

Net cash provided by (used for) capital and related financing activities..........coeivireerene (122,127) 58,428 (5,715)

Cash flows from investing activities: . ‘ -
Purchases of INVESHMENLS..........cociveniiiinmi s (1,346,680) (6,869,280) ‘ ) o
Sales and maturities of INVESIMENLS.........civirieiiiennneeseseni i ressessssnesnsearsesses 1,351,764 . 6,897,396 : 60
Interest iNCOME.... vvirvecrrervmecrisnensniisssoseneimersssessonass - 9,407 1,017

Net cash provided by (used for) investing activities.... peesenesais 5,084 37,523 1,068 ‘

Net increase (decrease) in cash and cash equUIVAlENtS.........cciiiiiiemian. 93,767 14,428 280 i

Cash and cash equivalents at beginning of Year........ooeoveeriiiimnimrsnns 259,641 13,781 12,412

Cash and cash equivalents at end 0f YEar.......c..ccournenvernensiecenersrseneresessessrsremnnessis $ 353,408 $ 28,209 $ 12,692 ; !

See notes to general purpose financial statements.

Commonwealth of Massachusetts 46 Comprehensive Annual Financial Report



[
R
[

e
. t
|

(S

v
¥
L.

O

=

Massachusetts Massachusetts
Water Pollution Convention Economic
Abatement Center Development
Trust Authority Authorities Total
$ (8,665) $  (12,141) $ (60,924) (709,892)
117 7,562 3,195 234,551
1,142 115 2,027 7,763
- (244) (4,180) (24,838)
3,085 - (339) 4,547
(193,549) - (43,470) (237,019)
(5,973) 39) 866 (16,187)
- - 716 716
(19,589) (851) (1,762) .. (40,176)
. . (70) (2,475)
62 21 3,804 7,310
- (2,695) 118 (16,654)
. - @® (1,581)
. - (119) (2,102)
- 31 ‘11,625 2,579
- - - 595
68,839 4,049 (1,889) 86,871
- - 1,145 - L1175
- - 3,750 (94,141)
- - 28 60
(145,896) 7,949 - -(24,563) (89,006)
(154,561) (4,192) © (85,487) (798,898)
2,228 - 46,064, 63,955
25,877 17,393 23,515 739,994
28,105 17,393 69,579 803,949
(10) (2,237) (12,357) (805,233)
376,405 - 32,441 1,584,248
(39,681) (9,370) (7,102) (215,382)
84,026 19,495 (4,262) 455,550
(25,385) (19,066) (7,442) (646,569)
- - - (56,573)
395,355 (11,178) 1,278 316,041
(363,127) (55,740) (13,746) (8,648,582)
199,069 55,317 352127 8,538,818
59,989 297 5,255 75,965
(104,069) (126) 26,721 (33,799)
164,830 1,897 12,091 287,293
199,519 11,091 51,740 548,184
$ 364,349 $ 12,988 $ 63,831 835,477
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Notes to General Purpose Financial Statements

Fiscal Year Ended June 30, 1997

1. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

The accompanying financial statements of the
Commonwealth of Massachusetts (the Commonwealth)
have been prepared in accordance with generally accepted
accounting principles (GAAP). The Governmental
Accounting Standards Board (GASB) is the recognized
standard-setting body for establishing governmental
accounting and financial reporting principles.  The
significant Commonwealth accounting policies are
described below.

a.  Reporting Entity —

The state government is comprised of three branches: the
Executive Branch, with the Governor as the chief
executive officer; the Legislative Branch, consisting of a
Senate of 40 members and a House of Representatives of

160 members; and the Judicial Branch made up of the

Supreme Judicial Court, the Appeals Court and the Trial
Court., In addition, the Legislature has established 56
independent authorities and agencies. Below the level of
state government are 14 county governments and 351
cities and towns exercising the functions of local
governments. As of July, 1997 two counties were
abolished and absorbed by the state government.

For financial reporting purposes, the'Commonwealth of
Massachusetts has included all fiinds, organizations,
account groups, agencies, boards, commissions and
institutions. The Commonwealth has also considered all
potential component units for which it is financially
accountable as well as other organizations for which the
nature and significance of their relationship with the
Commonwealth are such that exclusion would cause the
Commonwealth’s financial statements to be misleading or
incomplete.  As required by GAAP, these financial
statements present the Commonwealth of Massachusetts
(the primary government) and its component units. The
Commonwealth has included 37 entities as component
units in the reporting entity because of the significance of
their operational and/or financial relationships with the
Commonwealth.

Blended Component Units — Blended component units
are entities which are legally separate from the
Commonwealth, but are so related to the Commonwealth
that they are, in substance, the same as the
Commonwealth or entities providing services entirely or
almost entirely to the Commonwealth, The following
Component Units are blended within the Primary
Government: :

Commonwealth of Massachusetts
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(1),

@)

€)

)

)

In the Pension Trust Funds:

The Pension Reserves Investment Trust Fund (PRIT)
was created in 1984, through General Laws Chapter
661 of the Acts of 1983 as amended by the Acts of
1987. PRIT is the investment portfolio for the assets
of member state and local retirement systems, PRIT
is managed by the Pension Reserves Investment
Management (PRIM) Board. Effective January 1,
1997, the Massachusetts State Teachers’ and
Employees’ Retirement Systems Trust (MASTERS)
was merged with PRIT.

The MASTERS was a combined investment fund for
the State Employees’ Annuity Fund and the
Teachers’ Annuity Fund. The MASTERS was
established by the State Treasurer, as Trustee, under a
Declaration of Trust dated January 1, 1989, pursuant
to authority granted under MGL, Chapter 29, Section
38a. MASTERS was dissolved as of November 7,
1997 under Chapter 315 of the Acts of 1996 and its
assets were transferred to PRIT,

In addition, the following entities are blended into the
discretely presegtéd university and college and fund

type:

The Massachusetts State College Building Authority
provides dormitories, dining commons and other
facilities primarily for use by students and staff of
certain state colleges of the Commonwealth. The
building authority is governed by a board comprised
of members appointed by the Governor.

The University of Massachusetts Building Authority
provides dormitories, dining commons and other
buildings and structures for the use of the University _
of Massachusetts and its students and staff; it is-
governed by a nine member board appointed by the™
Govemor.

The University -of Massachusetts Medical School
Teaching Hospital Trust Fund accumulates the results
from operations of the Teaching Hospital. The Board
of Trustees of the University of Massachusetts is the
governing body of the Teaching Hospital.

The University of Massachusetts Medical School
Group Practice Plan is a trust fund that receives and
distributes revenue from medical services to its
members. Each member of the clinical faculty of the
Medical School is required to be a member of the
Group Practice Plan.
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Notes to General Purpose Financial Statements

Fiscal Year Ended June 30, 1997

(6) The University of Massachusetts Medical Center
Self-Insurance Trust provides professional liability,
hospital premises liability and physicians’ and
surgeons’ liability coverage for the Medical Center,
the Teaching Hospital and the Group Practice Plan,
The Self-Insurance Trust is governed by a 24

“member board of which 23 are appointed by the
Governor.

(7) The Worcester City Campus Corporation, doing
business as UMASS Health System, is a not-for-
profit organization for the purpose of supporting the
Clinical System of the University of Massachusetts
Medical Center by organizing, operating and
supporting a health system network. The University
of Massachusetts acting through its Board of Trustees
is the sole corporate member of the UMASS Health
System which is governed by a nine member board
of directors.

(8) The University of Massachusetts Foundation, Inc.
fosters and promotes the growth, progress and
general welfare of the University of Massachusetts,
It is governed by a twenty-seven member board of
directors nominated by the President of the
University of Massachusetts and approved by the
board. The President, the five campus Chancellors
and the Treasurer of the University are ex-officio
members.

(9) The University of Massachusetts Dartmouth
Foundation, Inc. incorporated as a charitable
corporation, under Massachusetts General Laws,
whose primary purpose is to render financial
assistance to educational programs of the University.
It is governed by a twenty-five member board
nominated and appointed by the board.

Discrete Component Unifts — Discrete component units
are entities which are legally separate from the
Commonwealth, but are financially accountable to the
Commonwealth, or whose relationships with the
Commonwealth are such that exclusion would cause the
Commonwealth’s financial statements to be misleading or
incomplete.  The Component Units column .of the
combined financial statements include the financial data
of the following entities: '

(1) The Massachusetts Bay Transportation Authority
(MBTA) operates mass transit facilities within the
Greater Boston metropolitan area, which consists of
78 cities and towns. The MBTA is overseen by a
seven member board of directors of which six are
appointed by the Govermmor. The Commonwealth

Commonwealth of Massachusetts
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guarantees the debt of the MBTA and funds
deficiencies in the net cost of service.

(2) The Massachusetts Turnpike Authority (MTA)

operates the Massachusetts Tumpike and the Sumner

- Callahan - Williams Tunnels. The MTA is governed

by three members each appointed by the Governor.

Beginning in fiscal year 1996, the Commonwealth

- guarantees debt of the MTA. The MTA became a

component unit for the first time in fiscal 1996. The

MTA is legally required to use the calendar year for
their fiscal reporting cycle.

(3) The Regional Transit Authorities (RTAs) provide
transportation to areas not serviced by the MBTA.
The RTAs are fiscally dependent on the
Commonwealth as . evidenced from the need for
approval by the Secretary of the Executive Office of
Transportation and Construction before an RTA can
issue bonded debt. In addition, the Commonwealth
subsidizes a minimum of 50% of the net cost of
‘service for the RTAs. There are 15 RTAs as follows:

¢ Berkshire Regional Transit Authority

e Brockton Area Transit Authority

e Cape Ann';lffansportation Authority

e Cape Cod Regional Transit Authority

e  Franklin Regional Transit Authority

*  Greater Attleboro/Taunton Regional Authority
e  Greenfield-Montague Transportation Area

e Lowell Regional Transit Authority

e Martha’s Vineyard Transit Authority

e  Merrimack Valley Regional Transit Authority
¢  Montachusett Regional Transit Authority

* Nantucket Regional Transit Authority

e Pioneer Valley Transit Authority

* Southeastern Regional Transit Authority

*  Worcester Regional Transit Authority

(4) The Massachusetts Water Pollution Abatement Trust
(MWPAT) provides a combination of federal and
Commonwealth funds for water pollution abatement
projects. MWPAT is governed by a three member
board of directors that includes the State Treasurer,
Commissioner of the Department of Environmental
Protection and the Secretary of the Executive Office
for Administration and Finance.

(5) The Massachusetts Convention Center Authority
(MCCA) manages the operation of the John B. Hynes
Veterans Memorial Convention Center and the
Boston Common Parking Garage. The MCCA is
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Notes to General Purpose Financial Statements

Fiscal Year Ended June 30, 1997

governed by a seven member board of directors
which includes the State Treasurer and four
appointments made by the Govemor. The
Commonwealth provides grants to fund annual debt
service of the bonds issued and subsidies to fund
annual operating deficits.

Economic Development —

O

M

®

®

The Massachusetts Community Development
Finance Corporation (MCDFC) provides community
development in economically depressed areas in
Massachusetts. The MCDFC is governed by a board
of directors comprised of nine members including the
Secretary of Economic Development, Secretary of
Communities and Development, the Secretary for
Administration and Finance and six appointments
made by the Governor.

Corporation for Business, Work and Learning
(CBWL) provides services that promote business
modernization, economic growth and opportunities
for gainful and fulfilling employment. MCBWL is
governed by a nineteen member board of Directors
which includes the Director of Economic
Development and the Director of the Department of
Labor and Workforce development. The entity is
funded with Commonwealth grants. CBWL was
formed effective July 1, 1996, through a merger
between Bay State Skills Corporation (BSSC) and
Industrial Services Program (ISP). Both BSCC and
ISP were component units of the Commonwealth in
fiscal year 1996.

The Massachusetts International Trade Council, Inc.
(MITC) stimulates export development through
export assistance programs and promotion of foreign
investment in Massachusetts industries. The entity is
funded with Commonwealth grants. The governor
appoints the two member board.

The Government Land Bank (GLB) aids public and
private agencies in the conversion and redevelopment
of surplus Commonwealth and federal property, and
blighted, decadent or substandard property for the
purpose of stimulating economic development and
provide housing to low and moderate income
persons. The GLB is governed by a board of
directors comprised of ten members including the
Commissioner of Administration, the Secretary of
Communities and Development and eight
appointments made by the Governor. The GLB has
access to $50 million of general obligation bonds and
the Commonwealth also provides subsidy assistance.

Commonwealth of Massachusetts
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(14) The

The GLB also requires Commonwealth approval to
issue bonded debt.

(10) The Massachusetts Technology Park Corporation

(MTPC) manages Massachusetts educational centers
that foster economic development within the
Commonwealth by providing Massachusetts colleges
and universities with access to equipment, machinery

- and instructional assistance necessary to offer

programs in certain emerging areas of science and
technology. MTPC is governed by a board of
directors comprised of twenty-three members
including the Secretary of Economic Affairs, the
Secretary for Administration and Finance, the
Chancellor of the Board of Regents and twenty
appointments made by the Governor. The
Commonwealth provides grants to fund operations.

(11)The Community Economic Development Assistance

Corporation (CEDAC) provides development
assistance to nonprofit corporations to expand the
supply of affordable housing and to foster the
revitalization of economically distressed areas. The
Governor appoints the nine member board of
directors. '

(12)The Massachusetts Corporation for Education

Telecommunications (MCET) operates a statewide
telecommunication network for the Commonwealth
public and private sector to improve the quality of
education. MCET is governed by a board of
directors comprised of eighteen members of which
twelve are appointed by the Govermnor.  The
Corporation receives grants from the Commonwealth
to fund its programs. '

(13)The Massachusetts Housing Partnership (MHP)

addresses local needs for affordable housing an
neighborhood development through group effort o
the public and private sectors and state and local
government. The entity is governed by a seven
member board of directors of which two members
are appointed by the Governor, and one member is
the Secretary for Administration and Finance and one
is the Secretary of Communities and Development.
The Commonwealth provides funding to MHP.

Commonwealth  Zoological  Corporation

manages Franklin Park Zoo and the Walter D. Stone

Memorial Zoo. The Corporation’s eleven member
board is. appointed by the Governor. The

Commonwealth subsidizes a substantial portion of

the operations of the zoos. Effective June 3, 1997,

the Corporation began doing business as Zoo New

England.
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Fiscal Year Ended June 30, 1997

Availability of Financial Information for Component
Units and Individual Institutions of Higher Education -

Complete financial statements of the individual
component units can be obtained directly from their
respective administrative offices.

Discretely presented component units condensed financial
statements are included in the component unit column of
the general purpose financial statements.

The following discretely presented component unit
was audited by Deloitte & Touche LLP:

Massachusetts Water Pollution Abatement Trust
Office of the State Treasurer

One Ashburton Place, 12th Floor

Boston, MA 02108

The following discretely presented component units
were audited by auditors other than Deloitte &
Touche LLP:

Berkshire Regional Transit Authority
67 Downing Parkway
Pittsfield, MA 01201

Brockton Area Transit Authority
70 School Street
Brockton, MA 02401

Cape Ann Transportation Authority
P. 0. Box 511
Gloucester, MA 01931

Cape Cod Regional Transit Authority
585 Main Street, P. O. Box 2006
Dennis, MA 02638

Community Economic Development
Assistance Corporation

19 Temple Street

Boston, MA 02111

Commonwealth Zoological Corporation
1 Franklin Park
Boston, MA 02121

Corporation for Business, Work and Learning
The Schrafft Center

529 Main Street

Boston, MA 02129

Franklin Regional Transit Authority

474 Main Street
Greenfield, MA 01301

Commonwealth of Massachusetts 52

Government Land Bank
One Court Street, Suite 200
Boston, MA 02108

Greater Attleboro/Taunton Regional Authority
7 Mill Street

Attleboro, MA 02703

Greenfield-Montague Transportation Area
382 Deerfield Street

Greenfield, MA 01301

Lowell Regional Transit Authority
145 Thorndike Street
Lowell, MA 01852

Martha’s Vineyard Transit Authority
P.O.Box 158
Edgartown, MA 02539

Massachusetts Bay Transportation Authority
Ten Park Plaza
Boston, MA 02116

Massachusetts Community Development Finance
Corporation .

10 Post Office Square; Suite 1090

Boston, MA 02109

Massachusetts Convention Center Authority
900 Boylston Street
Boston, MA 02115

Massachusetts Corporation for Educational
Telecommunications

1 Kendall Square, Building 1500
Cambridge, MA 02139

Massachusetts Housing Partnership
2 Oliver Street '
Boston, MA 02109

Massachusetts International Trade Council, Inc,
100 Cambridge Street, Room 1302
Boston, MA 02202

Massachusetts Technology Park Corporation
75 North Drive
Westborough, MA 01581

Massachusetts Turnpike Authority
Ten Park Plaza, Suite 5170
Boston, MA 02116

Merrimack Valley Regional Transit Authority
85 Railroad Avenue

- Bradford, MA 01835
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Montachusett Regional Transit Authority UMASS Health System
Rear 1427 Water Street . 26 Queen Street
Fitchburg, MA 01420 Worcester, MA 01610
Nantucket Regional Transit Authority The following investment vehicles of the Pension
. 16 Board Street . Trust Funds were audited by firms other than Deloitte
o Nantucket, MA 02554 & Touche LLP:
‘g .
Pioneer Valley Transit Authority Pension Reserve Investment Trust Fund
g 2808 Main Street 125 Summer Street, 10th Floor
5 Springfield, MA 01107 . Boston, MA 02110
N Southeastern Regional Transit Authority MASTERS
] 25 North Sixth Avenue 125 Summer Street, 10th Floor
New Bedford, MA 02740 : Boston. MA 02110
£ Worcester Regional Transit Authority Higher Education - The following institutions of
' 287 Grove Street

higher education were audited by firms other than

o Worcester, MA 01605 Deloitte & Touche LLP:

The following blended component units have been

. : . Bridgewater State College
audited by firms other than Deloitte & Touche LLP: .

Boyden Hall
. L Bridgewater, MA 02324
Included in the University and College Fund Type:

. o Fitchburg State College
Massachusetts State College Building Authority 160 Pearl Street

75 Park Plaza, P.O. Box 5 Fitchburg, MA 01420
Boston, MA 02116

— Framingham State College
University of Massachusetts ‘ . 100 State Street

Medical School Group Practice Plan ° v Framingham, MA 01701‘
P 100 Venture Way, 2nd Floor ’

Hadley, MA 01035 Holyoke Community College

.. L . 303 Homestead Avenue
. University of Massachusetts Building Authority ~ Holyoke, MA 01040

He 100 Venture Way, 2nd Floor
" Hadley, MA 01035 Massachusetts Bay Community College
- — ' 50 Oakland Street
i University of Massachusetts , Wellesley, MA 02181
Medical School Teaching Hospital Trust Fund T o
1{’ 11{0%1\, enture Way, 2nd Floor Massachusetts College of Art
e adley, MA 01035 621 Huntington Avenue
. . Boston; MA 02115:
o University of Massachusetts ’ .
L .‘ Medical Center Self Insurance Trust Massasoit Community College
- 100 Venture Way, 2nd Floor One Massasoit Boulevard
| Hadley, MA 01035 . Brockton, MA 02402
f University of Massachusetts Dartmouth Middlesex Community College
Foundation Inc. 33 Kearney Square =~
{‘ : Old Westport Road Lowell, MA 01852
&j No. Dartmouth, MA 02747 4 o )
o . Mount Wachusett Community College
Cra University of Massachusetts Foundation, Inc. 444 Green Street - ,
{ One Beacon Street, 26th Floor Gardner. MA 01440
b Boston, MA 02108 ’ ‘
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Northern Essex Community College
100 Elliot Street
Haverhill, MA 01830

Springfield Technical Community College
One Armory Square, P. O, Box 9000
Springfield, MA 01101

University of Massachusetts
100 Venture Way, 2nd Floor
Hadley, MA' 01035

Westfield State College
577 Western Avenue

Westfield, MA 01086

Worcester State College
486 Chandler Street
Worcester, MA 01035

The following institutions of higher education did not
have separate audits performed on their individual
financial statements:

Berkshire Community College .
Bristol Community College
Bunker Hill Community College
Cape Cod Community College
Greenfield Community College
Massachusetts Maritime Academy
North Adams State College

North Shore Community College
Quinsigamond Community College
Roxbury Community College
Salem State College

The following are “related organizations” under GASB
14 “The Financial Reporting Entity”; Massachusetts Port
Authority, Massachusetts Housing Finance Agency,
Massachusetts Health and Educational Facilities
Authority, Massachusetts Technology Development
Corporation and Massachusetts Industrial Finance
Agency. The Commonwealth is responsible for
appointing a voting majority of the members of each
entity’s board, but the Commonwealth’s accountability
does not extend beyond the appointments.

b. Fund Accounting —

The Commonwealth reports its financial position and
results of operations in funds and account groups, each of
which is considered a separate accounting entity. The
operations of each fund are accounted for with a set of
self-balancing accounts that comprise its assets, liabilities,
fund equity, revenues and expenditures/expenses.
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Transactions between funds within a fund type, if any,
have not been eliminated.

Account groups are accounting entities used to provide
accountability for the Commonwealth’s general fixed
assets and general long-term obligations. They are not
considered funds because they do not report expendable
available financial resources and related liabilities.

The Commonwealth has established the following fund
categories (further divided by fund types), and account
groups:

Governmental Funds — account for the general
governmental activities of the Commonwealth,

The General Fund is the primary operating fund of the
Commonwealth. It is used to account for all
governmental transactions, except those required to be
accounted for in another fund.

Special Revenue Funds account for specific revenue
sources, other than expendable trusts or major capital
financing, that have been segregated according to state
finance law to support specific governmental activities.

Capital Projects Funds account for- financial resources
used to acquire or construct major capital assets and to
finance local capital projects. These resources are derived
primarily from proceeds of  general and specific
obligation bonds and federal reimbursements.

Proprietary Funds — includes internal service funds
which account for the financing of services provided by
one department or agency to other departments or
agencies, or to other governmental units,

Fiduciary Funds — account for assets held by the
Commonwealth in a trustee capacity, or as an agent fo
individuals, private organizations, other governmental
units, and/or other funds. '

Expendable Trust Funds account for trusts whose
principal and income may be expended for their
designated purpose.

Nonexpendable Trust Funds account for trusts whose
principal cannot be spent.

Pension Trust Funds account for net assets held in trust

for the State Employees’ and Teachers’ Retirement
Systems.
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Agency Funds account for assets the Commonwealth
holds on behalf of others. Agency Funds are custodial in
nature and do not involve measurement of operations.

University and College Funds — account for the activities
specific to the operation of the Commonwealth’s public
institutions of higher education, including its medical
school.

Current Funds are comprised of unrestricted funds which
may be used at the discretion of the individual

institution’s governing bodies and restricted funds which-

must be utilized for specific purposes established by
others.

Loan Funds account for resources available to make loans
to students, faculty and staff,

Endowment and Similar Funds are comparable to trust
funds, and they must be administered according to the
terms of specific agreements.

Plant Funds account for resources that have been or will
be invested to acquire or repair fixed assets or for the
related debt service.

Account Groups — establish control and accountability
over the Commonwealth’s general fixed assets and
general long-term obligations.

The General Fixed Assets Account Group accounts for
general fixed assets of the Commonwealth, excluding the
fixed assets of the Proprietary Funds, University and
College Fund and the discretely presented Component
Units.

The General Long-term Obligations Account Group
accounts for long-term bonds and notes issued by the
Commonwealth, capital leases, compensated absences,
and other long-term obligations, excluding the liabilities
of the University and College Fund, the discretely
presented Component Units and the Proprietary Service
Funds.

Component Units — account for the activity of the
entities that are separate from the primary government but
are financially accountable to the Commonwealth. The
Component Units are discretely presented in the general
purpose financial statements.

¢.  Measurement Focus and Basis of Accounting —
Governmental and Expendable Trust Funds are accounted

for using a flow of current financial resources
measurement focus and the modified accrual basis of
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accounting. Revenues are recognized when they become
both measurable and available. “Available” means
expected to be collected within the current period or soon
enough thereafter to be used to pay liabilities of the
current period.  Significant revenues susceptible to
accrual include income, sales and use, corporation and
other taxes, federal grants, federal reimbursements and
other reimbursements for use of materials and services.
Revenues from other financing sources are recognized
when received. Expenditures are recorded in the period
in which the related fund liability is incurred. Principal
and interest on general long-term obligations are recorded
as fund liabilities when due.

Proprietary Funds, Nonexpendable Trust and Pension
Trust Funds and discretely presented Component Units
are reported using a flow of economic resources
measurement focus and the accrual basis of accounting.
Under this method, revenues are recorded when earned
and expenses are recorded at the time liabilities are
incurred.  This measurement focus emphasizes the
determination of net income. For all proprietary funds and
component units that use proprietary fund accounting, the
Commonwealth applies all applicable Financial
Accounting Standards Board (FASB) pronouncements
issued on or prior t6 November 30, 1989, unless those
pronouncements conflict with or contradict GASB
pronouncements.

Agency Fund assets and liabilities are reported using the
modified accrual basis of accounting. They are custodial
in nature and do not measure results of operations or have
a measurement focus,

University and College Fund activities are reported using
the accrual basis of accounting, except that depreciation is
recorded only for those plant fund assets related to the
hospital, group practice plan, and foundations.

Statutory (Budgetary) Accounting — The Common-Z
wealth’s books and records and other official reports are
maintained on the basis of accounting used in the
preparation of the Commonwealth’s legally adopted
annual budget (statutory basis). The statutory basis
emphasizes accountability and the budgetary control of
appropriations, but is not intended to present the
Commonwealth’s financial condition and results of
operations in conformity with GAAP.

Under the statutory basis, revenues are generally
recognized when the cash deposit is received. However,
revenues  receivable for  federal grants and
reimbursements are recognized when related expenditures
are incurred. Amounts due from certain political
subdivisions of the Commonwealth are recognized when
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considered measurable and available at year end. Deeds
excise taxes are recognized at the time of collection by
the counties.

Statutory expenditures generally are recorded when the
related cash disbursement occurs. At year end, payroll is
accrued and payables are recognized, to the extent of
approved encumbrances, for goods or services received
by June 30. Costs incurred under the federally-sponsored
Medicaid program, amounts required to settle claims and
judgments against the Commonwealth, and certain other
liabilities are not recognized until they are encumbered or
otherwise processed for payment. All encumbrances that
do not relate to specific payables lapse at year end.

d. Cash and Short-Term Investments and
Investments -

The Commonwealth follows the practice of pooling cash
and cash equivalents for some of its Governmental and
Fiduciary Funds, Cash equivalents consist of short-term
investments with an original maturity of three months or
less and are stated at cost, which approximates fair value,
Interest earned on pooled cash is allocated to the General
Fund, Expendable Trust Funds and to certain Special
Revenue Funds when so directed by law.

The Pension Trust Funds, with investments totaling
$18,969,346,000, at fair value, are permitted to make
investments in equity securities, ﬁxed income securities,
real estate and other alternative investments. For
investments traded in an active market, the fair value of
the investment will be its market price. The Pension Trust
Funds include investments in real estate, venture capital
funds real estate funds, limited partnerships, futures
pools, international hedge pools, commodities pools,
balanced pools, leveraged buyouts, private placements
and other alternative investments. The structure, risk
profile, return potential and marketability differ from
traditional equity and fixed income investments.
Concentrations of credit risk exist if a number of
companies in which the Fund has invested, are engaged in
similar  activities and have similar economic
characteristics that could cause their ability to meet
contractual obligations to be similarly affected by
changes in economic or other conditions. To mitigate the
exposure to concentrations of risk, the Pension Trust
Funds invest in a variety of industries located in diverse
geographic areas. As of June 30, 1997, the estimated fair
values, determined by management with input from the
investment managers, of these real estate and alternative
investments were $1,540,599,000 in the Pension Trust
Funds, representing 5.4%, of the total assets of the
Fiduciary Fund Type.
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Included in the discretely presented Component Units is
$10,150,000 in investments, whose valuation was
determined by management. In making its valuations,
management considered the cost of investments, current
and past operating results, current economic conditions
and their effect on the borrowers, estimated realizable
values of collateral, and other factors pertinent to the
valuation of investments. There is no public market for
most of the investments, Management, in making its
evaluation, has in many instances relied on financial data
and on estimates by management of the companies they
have invested in as to the effect of future developments.

Investments of the University of Massachusetts (UMass)
are stated at fair value (except for debt instruments to be
held to maturity which are carried at amortized cost).

Annuity contracts represent guaranteed investment
contracts and are carried at present value,
Investments of the Commonwealth’s Deferred

Compensation Plan are carried at fair value.
e.  Securities Lending Program —

The Pension Trust Furds participate in securities lending
programs. Under these programs, the Trusts receive a fee
for allowing brokerage firms to borrow certain securities
for a predetermined period of time, securing such loans
with cash or collateral typically equaling 102% to 105%
of the market value of the security borrowed. At June 30,
1997, the market value of the securities on loan from
PRIT was approximately $1,026,000,000. The value of
the collateral held by PRIT amounted to $1,057,000,000
at June 30, 1997. The PRIT trust securities on loan were
collateralized at all times by U.S. Treasury securities of at
least 100% of the value of the loaned securities. The
collateral securities cannot be pledged or sold by PRIT
unless the borrower defaults. The securities on loan are .
included in investments at fair value as of June 30, 1997
in the combined balance sheet.

S Receivables —

Receivables are stated net of estimated allowances for
uncollectible accounts. Reimbursements due to the
Commonwealth for its expenditures on federally-funded
reimbursement and grant programs are reported as “Due
from federal government.” The receivables in the
University and College Fund and Component Units
column are amounts that have arisen in the normal course
of operations.
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8. Due From Cities and Towns -

Represents reimbursement due to the Commonwealth for
its expenditures on certain programs for the benefit of
cities and towns.

h. Inventories and Other Assels -

Inventories included in the Governmental Fund Types
represent food stamps on hand and are stated at face
value.

The costs of materials and supplies are recorded as
expenditures in Governmental Funds when purchased.
Such inventories are not material in total to the financial
statements and therefore are not recorded.

Inventories included within the University and College
Fund Type and the Component Unit column are stated at
the lower of cost (using the first-in, first-out method), or
market (on the purchase or consumption method).

i Fixed Assets -

For Governmental Funds, general fixed asset acquisitions
are recorded as expenditures in the acquiring fund and
capitalized in the General Fixed Assets Account Group in
the year purchased. General fixed assets are recorded at
historical cost, or at estimated historical cost if actual
historical cost is not available. Dondted fixed assets are
recorded at the estimated fair market value at the date of

‘the donation.

The cost of normal maintenance and repairs that do not
add to the value of the assets or materially extend asset
lives are not capitalized. Improvements are capitalized.

The Commonwealth capitalizes all land. It capitalizes
buildings, equipment, and computer software, with costs
in excess of $15,000 at the date of acquisition and with
expected useful lives of greater than one year. Interest
incurred during construction is not material and it is not
capitalized. Public domain general fixed assets and
infrastructure (roads, bridges, tunnels, dams, water and
sewer systems, etc.) are not capitalized. No depreciation
is provided on general fixed assets.

Fixed assets of the University and College Fund are
recorded at cost when purchased or constructed. Major
construction projects financed through the issuance of
Commonwealth bonds are not recognized as additions to
investment in plant until completed. All land and library
collections are capitalized. The University of
Massachusetts and state colleges capitalize all other fixed
assets with costs in excess of $1,000. The community
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colleges capitalize all other fixed assets with costs in
excess of $15,000 consistent with the Commonwealth’s
fixed asset policy. No provision for depreciation is
recognized except for depreciation recorded on the
University of Massachusetts Medical School Teaching
Hospital, Group Practice Plan, Worcester City Campus
Corporation, University of Massachusetts Foundation,
Inc. and the University of Massachusetts Dartmouth
Foundation, Inc. fixed assets, which are recorded on a
straight-line basis over the estimated useful lives of the
assets.

Fixed assets of the Component Units are capitalized upon
purchase and depreciated on a straight-line basis over the
estimated useful lives of the assets. Interest incurred
during construction is capitalized. The estimated useful
lives of fixed assets are as follows:

Structures and improvements................... 3 - 100 years
Equipment, furniture,
fixtures and vehicles..........c.cooovreeuenenn. 3 - 25 years

Jo Interfund/Intrafund Transactions -

During the course Qf: its operations, the Commonwealth
records transactions between funds and/or between
departments.  Transactions of a buyer/seller nature
between departments within a fund are not eliminated
from the individual fund statements. Receivables and
payables resulting from transactions between funds are
classified as “Due from other funds” or “Due to other
funds” on the balance sheet.

Receivables and payables resulting from transactions
between Component Units and the primary government
are classified as “Due to/from primary government” or
“Due to/from Component Units.”

k.  Fringe Benefit Cost Recovery -

The Commonwealth appropriates and pays the fringe
benefit costs of its employees and retirees through the
General Fund. These fringe benefits include the costs of
employees’ group health insurance, pensions,
unemployment compensation and other costs necessary to
support the workforce. As directed by Massachusetts
General Laws, these costs are assessed to other funds
based on payroll costs, net of credits for direct payments.
Since fringe benefit costs are not separately appropriated
or otherwise provided for in these funds, the required
assessment creates an unfavorable budget variance in the
budgeted funds. The employees’ group health insurance
is accounted for through the Internal Service Fund.
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L - School Construction Granis -

The Commonwealth, through legislation, is committed to
reimburse certain cities, towns and regional school
districts for a portion of their debt service costs for school
construction and renovation. The amounts expected to be
liquidated with available financial resources are reported
as expenditures in fund liabilities. The long-term portion
of this liability is recorded in the General Long-Term
Obligations Account Group.

m. Compensated Absences -

For Governmental Funds and Expendable Trust Funds,
vested or accumulated vacation and sick leave expected to

~ be liquidated with expendable available financial

resources are reported as expenditures and fund liabilities.
Amounts that are not expected to be so liquidated are
reported in the General Long-Term Obligations Account
Group.

Employees are granted vacation and sick leave in varying
amounts based on collective bargaining agreements and
state laws. Upon retirement, termination or death, certain
employees are compensated for unused vacation and sick
leave (subject to certain limitations) at their then-current
rate of pay.

In the University and College Funds and the discretely
presented Component Units, employees’ accumulated
vacation and sick leave are recorded as an expense and
liability as the benefits accrue.

n.  Lottery Revenue and Prizes -

Ticket revenues and prizes awarded by the Massachusetts
Lottery Commission are recognized as drawings are held.
For certain prizes payable in installments, the
Commonwealth purchases annuities and principal only
and interest only treasury strips in the Commonwealth’s
name, which are recorded as annuity contracts and prizes
payable in the Agency Funds. The Commonwealth
retains the risk related to such annuities.

0.  Risk Financing -

The Commonwealth does not insure for employees
workers’ compensation, casualty, theft, tort claims and
other losses. Such losses, including estimates of amounts
incurred but not reported, are included as accrued
liabilities in the accompanying financial statements when
the loss is incurred. For employees workers’
compensation, the Commonwealth assumes the full risk
of claims filed under a program managed by the Public
Employee Retirement Administration Commission and
another program for individuals working on the Central
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Artery/Third Harbor Tunnel Project managed by the
Massachusetts Highway Department. For personal injury
or property damages, Massachusetts General Laws limit
the risk assumed by the Commonwealth to $100,000 per
occurrence, in most circumstances. The Group Insurance
Commission administers health care and other insurance
for the Commonwealth’s employees and retirees.

The Commonwealth accounts for workers’ compensation
and group insurance risk financing activities in the
Internal Service Funds. Revenues -are charged to other
funds as reimbursement for expenses related to claims
and judgments. Other risk financing activities are
accounted for in the General Fund.

p-  Fund Balances -

The Commonwealth reports fund balances as reserved
where legally restricted for a specific future use.
Otherwise, these balances are considered unreserved.

Fund balances have been reserved as follows:

“Reserved for continuing appropriations” — identifies
unexpended amounts in appropriations which the
Legislature has spétifically authorized to be carried into
the next fiscal year.

“Reserved for tax reduction” - identifies the amount set
aside according to Section 6 of Chapter 29B of the
Massachusetts General Laws. The amount can only be
used to reduce personal income taxes as provided in the
Chapter.

“Reserved for Commonwealth stabilization” — identifies
amounts set aside according to Section 5C of Chapter 29
of the Massachusetts General Laws.

“Reserved for employees’ pension benefits” — identifies:
the net assets of the Commonwealth’s public employee
retirement systems which cannot be used for any other

purpose.

“Reserved for unemployment benefits” — identifies
amounts reserved for payment of unemployment
compensation. '

“Reserved for retirement of indebtedness” — identifies
amounts held by fiscal agents to fund future debt service
obligations pertaining to the Commonwealth Fiscal
Recovery Loan Act of 1990, and to Special Obligation
Revenue Bonds authorized under Section 20 of Chapter
29 of the Massachusetts General Laws and Chapter 33,
Acts of 1991, It is also reserved for specific continuing
appropriation for debt service.
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“Reserved for nonexpendable trusts” — identifies amounts
being held by the Commonwealth on behalf of third
parties for which only the interest can be expended.

“Reserved for capital projects” - identifies amounts
reserved for capital projects.

q. Total Columns — Memorandum Only -

Total columns on the combined financial statements are

captioned “Memorandum Only” to indicate that they are
presented only to facilitate financial analysis. Data in
these columns do not present consolidated financial
position, results of operations or cash flows. Interfund

_elimination’s have not been made in the aggregation of

this data.
r.  Reclassifications -

For the fiscal year ended June 30, 1997, certain
reclassifications have been made to the 1996 balances to
conform to the presentation used in 1997. Certain
amounts in the separately issued Component Units
financial statements has been reclassified to conform to
the  accounting classifications used by the
Commonwealth.

s.  Future Adoption of Accounting Pronouncements -

The GASB has issued two statements which the
Commonwealth has not yet adopted and which require
adoption in fiscal year 1998 as follows: Statement No. 31
“Accounting and Financial Reporting = for Certain
Investments and for External Investment Pools” and
Statement No. 32 “Accounting and Financial Reporting
for Intemal Revenue Code Section 457 Deferred
Compensation Plans”.

The implication of these statements to the
Commonwealth’s fiscal practices and financial reports is
being evaluated.

2. BUDGETARY CONTROL

State finance law requires that a balanced budgef be
approved by the Governor and the Legislature. The
Governor presents an annual budget to the Legislature

which includes estimates of revenues and other financing

sources and recommended expenditures and  other
financing uses. The Legislature, which has full authority
to amend the budget, adopts an expenditure budget by
appropriating monies at the individual appropriation
account level in an annual appropriations act.
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Before signing the appropriation act, the Governor may
veto or reduce any specific item, subject to legislative
override. Further changes to the budget established in the
annual appropriations may be made via supplemental
appropriations acts or other legislative acts. These must
also be signed by the Governor and are subject to line
item veto.

The majority of the Commonwealth’s appropriations are
non-continuing accounts which lapse at the end of each

. fiscal year. Others are continuing accounts for which the

Legislature has authorized that an unspent balance from
the prior fiscal year be carried forward and made
available for spending in the current fiscal year. In
addition, the Legislature may direct that certain revenues
be retained and made available for spending within an
appropriation account.

Generally, expenditures may not exceed the level of
spending authorized for an appropriation account. -
However, the Commonwealth is statutorily required to
pay debt service, regardless of whether such amounts are
appropriated. In addition, certain interfund assessments
to allocate fringe benefits and other costs which are
mandated by state finance law are not itemized in the
appropriation process or separately budgeted. In addition,
Massachusetts General Laws authorize the Secretary of
Administration and Finance, with the approval of the
Governor, upon determination that available revenues
will be insufficient to meet authorized expenditures, to -
withhold allotment of appropriated funds which
effectively reduce the account’s expenditure budget.

The original fiscal year 1997 appropriation act authorized
approximately $16,664,007,000 in direct appropriations
and $814,203,000 in authorizations to retain and expend
certain non-tax revenues of which $783,274,000 was

estimated to be collected and expended plus $99,230,000:7 7%

of interagency chargebacks. The act also included::
estimates of $12,188,000,000 in tax revenues and”
approximately $5,152,000,000 in non-tax revenues, With
these revenues (exclusive of chargebacks) projected to
total approximately = $17,340,000,000, and with
unreserved balances on a statutory basis of approximately
$134,044,000 carried forward from fiscal year 1996, the
budget as presented in this original appropriation act was
considered to be in balance.

During fiscal year 1997, the Legislature also passed and
the Govemor signed, with some modification through
veto, several supplemental budgetary appropriations.
These supplements added approximately $136,808,000 in
direct appropriations and  $2,445,000 in additional
retained revenue authorizations.
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Subsequent to June 30, 1997, the Legislature passed and
the Governor signed, with modification through veto,
approximately $223,392,000 in additional supplemental
appropriations, $20,260,000 in additional retained
revenue authorizations and $50,000 in additional
interagency chargebacks. The cumulative fiscal year 1997
appropriations, retained revenue and interagency
chargebacks totaled $17,960,395,000. Appropriations
continued from fiscal year 1996 totaled approximately
$240,773,000, and certain interfund transfers, directed by
statute, totaled approximately $1,029,216,000.

Because revenue budgets are not updated subsequent to
the original appropriations act, the comparisons of the

_initial budgeted revenue to the subsequent, and often

modified, expenditure budget can be misleading. Also,
the financial statements portray fund accounting with
gross inflows and outflows, thus creating a second
variance, to separately published budget documents,
portraying net inflows and outflows.

Line item appropriations are enacted for the General Fund
and certain Special Revenue Fund activities. For these
funds, a Combined Statement of Revenues, Expenditures
and Changes in Fund Balances — Statutory Basis — Budget
and Actual - General and Budgeted Special Revenue
Funds is included. The Budgeted Special Revenue Funds
include the Highway, Local Aid, Environmental, and
Other budgeted funds. i

The Office of the Comptroller has the responsibility to
ensure that budgetary control is maintained on an
individual line item appropriation account basis.
Budgetary control is exercised through the State
accounting  system, Massachusetts = Management
Accounting and Reporting System (MMARS).
Encumbrances and expenditures are not allowed to
exceed the appropriation account total available spending
authorization.

A MMARS report, internally identified as RPT226, is
used by management and the Office of the Comptroller to
monitor spending against budget. This report provides
information at the individual line item appropriation
account level, which is the legal level of budgetary
control. For financial reporting, the Commonwealth
groups these appropriation accounts by character and
secretariat to conform to its organizational structure.

A reconciliation of the statutory basis budgeted funds to
the GAAP basis General and Special Revenue funds
presented in the financial statements is as follows
(amounts in thousands):
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General Special
Fund Revenue

Excess (deficiency) of revenues and
other financing sources over expenditures

and other financing uses (statutory basis)............. $615870 § (3%4,832)

Entity differences:
Deficiency of revenues and other financing
sources over expenditures and other financing uses
for Non-budgeted Special Revenue Funds............ (26,006)

Perspective differences:
Certain activities treated as Special Revenue
Funds for statutory purposes are accounted for

in the General Fund for GAAP.......cc.ccororroersr, 120,988 (120,988)

Basis of accounting differences:
Net increase in taxes receivable.........ooeurvereennen 92,877 73,356
Net increase/(decrease) in
due from federal govemment...............ccceeeriveenne. (32,808) 502
Net increase/(decrease) in other
receivables and other assets...............c.ovcverveinnne 224,684 (21,319)
Net increase in tax refunds
and abatements payable.......c.....cccoueienierererinennne (7,723) (5,428)
Net (increase) in accounts
payable and other liabilities.........ccccovvereriinennnn, (150,585) (8,081)

Excess (deficiency) of revenues and
other financing sources over expenditures

and other financing uses (GAAP basis)............. $ 863,303  §(502,796)

3. DEPOSITS AND INVESTMENTS

Cash and Short-Term Investments —The Commonwealth
maintains a cash and short-term investment pool which is
utilized by the Governmental and Fiduciary Fund types.

Primary Government -

As of June 30, 1997, the carrying amount of the Primary
Government’s total cash and cash equivalents were

$361,977,000 and the corresponding bank balances were-~: .

$557,432,000. Bank deposits in the amount of; %"
$282,032,000 were insured by the Federal Deposit-*
Insurance Corporation, $120,408,000 were collateralized,
and $154,992,000 were uninsured and uncollateralized.

Component Units -

As of June 30, 1997, the carrying amount of the discretely
presented Component Unit’s total cash and cash
equivalents were $326,132,000, and the corresponding
bank balances were $315,088,000. Bank deposits of
$160,128,000 were insured by the Federal Deposit
Insurance Corporation, $6,015,000 were collateralized,
and $148,948,000 were uninsured and uncollateralized.
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Investments — The Commonwealth maintains an
investment pool, the Massachusetts Municipal Depository
Trust (MMDT), that is available for use by all funds. The
deposits and investments of the Component Units and the
University and College Funds and the investments of the
Pension Trust Funds are held separately from those of
other Commonwealth funds, with the exception of their
investments in MMDT.

Statutes authorize the Primary Government to invest in

obligations of the U.S. Treasury, authorized bonds of all
states, banker’s acceptances, certificates of deposit,
commercial paper rated within the three highest
classifications established by Standard & Poors
. Corporation and Moody’s Commercial Paper. Record and
repurchase agreements that any of these obligations
secure. - Investments in the MMDT are carried at cost,
which approximates market. The Pension Trust Funds are
permitted to make investments in equity securities, fixed
income securities, real estate and other alternative
investments. In the following table, these alternative

investments, venture capital and futures pools are
classified as other investments. The investment policies
of the Component Units are the same as the Primary
Government’s, except that they permit investment in
equity securities.

Short-term investments and investments are classified as
to collateral risk into the following three categories:

Category 1:  Insured or registered, or securities held by
the Commonwealth or its agent in the Commonwealth’s
name.

Category 2: Uninsured and unregistered, with securities
held by the counterparty’s trust department or agent in the
Commonwealth’s name.

Category 3:  Uninsured and unregistered, with securities
held by the counterparty, or by its trust department or
agent but not in the Commonwealth’s name,

Primary Government — Investments of the Primary Government at June 30, 1997, are as follows (amounts in thousands):

Carrying Amount

Category Category Category - A ' Market
1 3 Total Value
Investment 4 ‘
Repurchase agreements............. .S 906,299 $ $ 5976 $ 912,275 $ 912,275
U.S. Treasury obligations 914,992 135,930 1,058,607 1,059,327
Commercial paper......cc..cevrernenns 1,192,884 - 1,192,884 1,192,884
Government obligations............. 2,044,715 86,200 2,147,916 2,147,805
Equity securities........ccocrerevrirrennns 13,373,159 27,975 13,405,126 13,405,772
Fixed income securities..,.......... 2,200,447 82,436 2,284,780 2,284,789
Asset backed investments........... 3,928 - 3,928 3,928
NOtES. cvverirerrerirererirareneen S 333,296 - 333,296 333,296
Other..ciirrieriaeresnrereconnrrenares ) 109,593 1,004 114,560 114,560
$ 21,079,313 $ 34,538 $ 339,521 21,453,372 21,45'4,636
Money market investments 876,127 876,127
Mutual fund investments " 41,480 41,480
Deferred compensation plan mutual funds 1,837,892 ' 1,837,892
Annuity contracts 1,285,021 1,285,021
Eurodollar contracts 14,015 14,015
Real estate 754,309 754,309
Assets held in trust 1,759,068 . 1,759,068
Deposits with U.S. Treasury 1,222,725 1,222,725
. Certificate of deposits 4,382 - 4,382
§ Other _ _ : 786,970 - 786,970
& Total | $ 30,035361  $ 30,036,625
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Following is a reconciliation of investments as
summarized above to the balance as recorded in the
combined balance sheet (amounts in thousands):

Investments as summarized above.......ocveeu $ 30,035,361

Less:
Short-term investments reported
in the combined balance sheet as

cash and short-term investments......... 3,688,891
Restrictive investments reported '
separately in the combined

balance sheet.........vienveree oo seren 223,219
Deferred compensation plan mutual -

funds reported separately in

the combined balance sheet.......c.coveriornnns 1,837,892
Assets held in trust reported separately ‘
in the combined balance sheet.........c.ovu.u 1,759,068
Annuity contracts reported separately o

in the combined balance sheet.......o.vvereis . 1,285,021

Deposits reported separately

in the combined balance sheet..........ourin. 1,334,988

Investments as reported on _ ]
the combined balance sheet.......ccvveveaneereerns $ 19,906,282

Following is a reconciliation of the balance of cash and
short-term investments at June 30 1997 (amounts in
thousands):

Carrying amount of cash

and cash equivalents.......ouureresecererorrseesesone $ 361,977

Cash with fiscal agent.....o..cevrvrvvsrsserereanns (24,823)
Short-term INVeStments........vuveerirrerseressorees 3,688,891

Cash and short-term

investments as reported on 4 :

the combined balance sheet.......vuvercvrvees v 34,026,045

Financial Investments with Off-Balance Sheet Risk —
Certain investments of the Commonwealth may involve a
degree of risk not accounted for on the respective
financial statements. A description of such “off-balance
sheet risks” is as follows,

Forward Currency Contracts —~ The Pension Trust Funds
enter into forward currency contracts to hedge the
exposure to changes in foreign currency exchange rates
on foreign portfolio holdings. The market value of the
contract will fluctuate with changes in currency exchange
rates.
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_the Pension Trust Funds recognize a realized gain or loss.
The notlonal value of the futures contracts at June 30;7%

The contract is marked-to-market daily and the change in
market value-is recorded by the fund as an unrealized
gain or loss by the Pension Trust Fund.

When ‘the contract is closed, the Pension Trust Funds
record a realized gain or loss equal to the difference
between the value of the contract at the time it was
opened and the value at the time it was closed. The
maximum potential loss from such contract is the
aggregate face value in U.S. dollars at the time the
contract was opened :

Futures Contracts — The Pension Trust Funds may
purchase and sell financial futures contracts to hedge
against changes in the values of securities the fund owes
or expects to purchase. Upon entering such contracts,
they must pledge to the broker an amount of cash or
securities equal to the minimum “initial margin”
requirements of the future,

The potential risk is that the change in the value of futures
contracts primarily corresponds with the value of

- underlying instruments which may not correspond to the

change in value of the hedged instruments. In addition,
there is a risk that PRIT may not be able to close out its
futures positions due to an a non-liquid secondary market.
Risks may arise from the potential inability of a

" counterparty to meet the terms of a contract and from

unanticipated movements in the value of a foreign
currency relative to the U.S. dollar. The Pension Trust
Funds may also invest in financial futures contracts for
non-hedging purposes.

Payments are made or received by the Pension Trust
Funds each day, depending on the daily fluctuations in
the value of the underlying security, and are recorded as
unrealized gains or losses. When the contracts are closed,

1997 -for- the Pension Trust Funds amount to )
approximately $187,759,000 with unrealized loss of
approximately $132,000.

Options — PRIT is also engaged in selling or “writing”
options. The Pension Trust Funds, as writers of options,
may have no control over whether the underlying
securities may be sold (call) or purchased (put) and, as a
result, bears the market risk of an unfavorable change in
the price of the security underlying the written option. As
of June 30, 1997, there were no material options
outstanding, '
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Component Units — Investments of the discretely presented Component Units at June 30, 1997, are as follows (amounts in

) thousands): . .
'! _ - Carrying' Amount ‘
Category. Category ~Category a ‘ : Market
0 ' 1 20 - 3 Total Value
o Investment o 7
Repurchase agreements......., $ 16,903 $ - $ 169,491 $ 186,394 $ 186,425
™ U.S. Treasury obligations..... 4,907 - 68,470 73,377 73,329
T - Commercial paper.......c.c...... 171,064 - 29,888 - 200,952 200,977
Government obligations....... 58,778 21,884 14,503 95,165 96,275
: - Equity securities......covvueeens : - - 1,015 1,015 1,015
‘] NOtES..oovierrvrieerrerreresaresesns 58,383 - 6,893 65,276 65,276
Other.......coccenne veeraesrereinenes . 19,038 - 7,479 26,517 © 26,523
i v $329,073 $51,772 $ 267,851 648,696 649,820
 Money market investments 10,856 10,856
, Mutual fund investments _ 110 110
:“-' Deferred compensation plan mutual funds 15,943 15,943
. Assets held in trust ' 4,661 4,661
Guaranteed investment contracts 524,473 524,473
Certificate of deposits o , 6,578 6,578
Total $ 1,211,317 $ 1,212,441
Following is a reconciliation of inv'é‘étments summarized Following is a reconciliation of the balance of cash and
, above to the balance as recorded in the combined balanc;e short-term investments at June 30, 1997 (amounts in
& sheet (amounts in thousands): thousands):
Investments as summarized above........... SR $ 1,211,317 Carrying amount of cash and cash equivalents........ $ 326,132
LCSS;: dinth bined Short-term investments reported as
ort-term investments reported in the combine . . :
balance sheet as cash and short-term investments....... 509,345 investments for GASB 3 disclosure purposes

but reported in the combined balance sheet

Restricted investments reported separately as Cash and short-term investments :

in the combined balance sheet..........coovivevervsrverreanes 261,576
' Cash and short-term investments as reported

Deferred compensation plan mutual funds reported .. on the combined balance sheet...........oevveervcnnennns $

separatély in the combined balance sheet................... 15,943

Assets held in trust reported separately
on the combined balance sheet..........covcoovernriinicrinnnas 4,661

Investments as reported on the combined balance sheet. $ 419,792

o
+
i
!
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4. RECEIVABLES

Taxes, federal reimbursements, loans and other receivables are presented in the various funds as follows (amounts in
thousands): :

Primary Government —

Due from Allowance
Federal . for Net
Taxes Government Loans Other Uncollectibles  Receivable
General Fund................... $ 1,037,380 $§ 693,955 $ - $ 712,051 $ (811,820) $ 1,631,566
Special Revenue Funds.... 728,973 162,702 - 134,608 (216,425) 809,858
~ Capital Projects Funds..... - 165,527 - 212 (79) 165,660
Trust and Agency............ 392,614 3,590 " 2,943 313,724 (106,017) 606,854
University and : o .
College Fund........cc....... - 23,182 54,827 - 183,809 (40,313) 221,505
L 2 . 2,158,967 1,048,956 57,770 1,344,404 - $(1,174,654) 3,435,443
‘Less: Allowance for :
uncollectibles ............... (484,969) (21,699) (6,242) (661,744)
Net receivable................. $ 1,673,998 § 1,027,257 $§ 51,528 $§ 682,660 : $ 3,435,443
Component Units —
Due from ' Allowance
Federal . for . Net
Government - Loans Other  Uncollectibles Receivable
MBTA......ccvvrenann, eveererereeneens . $ -3 - $50,072 $ - $§ 50,072
MTA. ..o - - 4,376 - 4,376
Regional Transit Authorities......... 6,139 - 7,293 ‘ (36) 13,396
MWPAT.....covreiirecrecreeereneens _ - 857,294 18,726 - 876,020
MCCA......corrrrcennns rereenreeanes - - 862 94) 768
Economic Development................ 22,790 193,268 7,588 (7,421) 216,225
“SUBLOtAL. v 28,929 1,050,562 88,917 $ (7,551) 1,160,857
Less: Allowance for uncollectibles - (7,421) (130) _
Net receivable......oveinrenvnrerririnn, $ 28,929  $1,043,141 $88,787 $1,160,857
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5. RECEIVABLES AND PAYABLES BETWEEN FUNDS AND COMPONENT UNITS

| Receivables and payables between funds and component units at June 30, 1997 are summarized as follows (amounts in
thousands):

Primary Government: Component Units:
Due from Due to ) Due from Due to
‘ General Fund:

General Fund:

Special Revenue Funds: . $ 2,109 $ -
Federal grants..,. $ 19,479 $ - - 33,102
Local aid....c.cooveevirininininnniiniinnnn 1,185,884 - - 17,966

Capital Projects Funds: Economic Development Authorities. 3,750 335

N General......ooovevnviniinieniennne e senen 62,568 - Subtotal......c....cceeeerennnn PPN 5,859 51,403

i Capital Investment Trust.....,.....c.o..... - 229,800
D HIBAWAY s 82,903 -

" Local Aid.... 49,769 -
— Other............. 386 , - - 234,639
P Trust and Agency Funds: - 25,785

i Pension TIuSt.........cc.ccovverererernennnenes 3,657 - - 20,200

University and College Fund: Economic Development Authorities. - 4,044

= Current - Unrestricted......cooevveiennnne 5,576 - Subtotal........cccoveniirccniiennin e " - 284,668
o Subtotal 1,410,222 229,800
: Capital Projects Funds:
Special Revenue Funds: ) Economic Development Authorities. - 27
General Fund...........coccoovvvveeiiniinnnnnn. - 1,205,363 Subtotal........... et e e e st ar e e reesaatns - 27
SUBLOtAL......ovvvierscermsenerer e nessrneins - 1,205,363 ‘
MBTA:
Capital Projects Funds: General Fund 3 - 2,109

General Fund.......c.ccceeeeievnnnnnnnnininnn . 229,800 195,626 Special Revenue Funds:

Capital Projects Funds: . HighWay.....cooivneeimeninionineninconenen 78,213 -
Highway.............. PRI 520,018 - Local Aid.. . 156,426 -
Federal Highway Construction........ . - 20,018 Subtotal........cccocveivrien e e 234,639 2,109

Subtotal......ueeiieierirriiie e ey 249,818 215,644
RTAs:
Internal Service Funds: General Fund.............. pererererernrrnaeine 33,102 <

University and College Funds: Special Revenue Funds:

Current - unrestricted..........,vcoenrunnen. 35,400 - Highway.......ccoonivinnninoneicieennenanns 8,595 -
Subtotal......c.cooiiiineninicienierecr s 35,400 - Local Aid. . 17,190 -
Subtotal......... 58,887 -
o Fiduciary Funds:
7l General Fund........c.cc.ccc.. s - 3,657 MWPAT:
i Subtotal....ccooviiverniiiiriiic s - 3,657 Special Revenue Funds:
. Local Aid......ivcopivvrecnienenieeninenionnen 20,200
University and College Fund: Subtotal 20,200 -

General Fund..........cocoovveecvnvevninnnnen, - 5,576

Internal Services Funds: MCCA: "

Employees workers’ compensation... - 35,400 General Fund.........coocevins TR 17,966 -

. ; University and College Fund: Subtotal.............. e e 17,966 -
P Current - unrestricted..........cocovvennnn 19,747 53,458 '
- Current - restricted........o.covvvnniinins 39,352 - Economic Development Authorities:
Loan......cccrrivnurnnnne v 306 2 General Fund...........oeevenvenvineenninennnn 335 3,750
Endowment.........covvnvveinreeninneencnn - 11,087 Special Revenue Funds:
Plant......ccoviiniiiinninine e, 8,293 3,151 © Other......c..ou.. eereereens rererressererenene 4,044 -

- Subtotal.....cceeiiiiiriiniirer e s 67,698 108,674 Capital Projects Funds: .

3 ' General........oooniiinnniinins 27 -
i 3 Total Primary Government.................. $1,763,138 $ 1,763,138 Subtotal 4,406 3,750
L

Total Component Units...........cooeevrenns $341,957 $341,957
K
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6. FIXED ASSETS
Primary Government-
General Fixed Asset Account Group — Changes in
general fixed assets by category at June 30, 1997 are as

follows (amounts in thousands):

Balance at - Balanceat
July 1, 1996 Additions  Retirements June 30, 1997

Land $ 489693 $ 32499 S 175§ 522,017
BUHAINGS..oevrreforreeoreesrsoe 2,352,196 32,087 9,833 . 2,374450
Machinery and equipment.. 441,117 166,793 96,684 511,226
Construction in progress..... 34,610 63,568 - 98,178

" Total..oourivessisanerrrsissasriens $ 3317616 $ 294947 $ 106692 § 3505871

University and College Fund Type — Fixed assets consist
of the following at June 30, 1997 (amounts in thousands):

Amount

Land...c.ocovovvieinriiiin s v % 52,420
Buildings.....ccnvenerarnnieerencnnsneseesensens 1,819,934
Machinery and equipment................... 686,349
Construction in progress.........eoevrverenss 30,886

R 2,589,589
Less: accumulated depreciation.......,.. (178,881)
TOtalcvvvereviceiieerniesieeveeeereeebeerenrenas $ 2,410,708

Component Units — Fixed assets consist of the following
at June 30, 1997 (amounts in thousands):

Amount

Land and improvements.........c..cccoerunenn. v $ 347,089
Infrastructure.............' ......... wereneeressrararessarans 1,006,682
Structures and improvements..........coveereenses 4,930,389
Equipment, furniture, fixtures and vehicles. 1,764,389
TOtal it seeveens cresenenyt 8,048,549
Less accumulated depreciation,........... e (2,198,934)
Net fixed assets....ccnevviivnrveersiennne peevnernres 5,849,615
Construction in pfogress ....................... _— 1,057,286
TOtAl .o ee e -$ 6,906,901
Commonwealth of Massachusetts ‘ 66

7. SHORT-TERM FINANCING AND CREDIT
AGREEMENTS

Primary Government -

The Massachusetts General Laws authorize the Treasurer
to issue temporary notes in anticipation of revenue or
bond financing. When this short-term debt does not meet
long-term refinancing criteria, it is classified among fund
liabilities. -

General Fund — The Commonwealth is authorized by
Massachusetts General Laws to issue short-term notes to
finance working capital advances to the MBTA. The
Commonwealth retires these notes through subsequent
appropriations and assessments to cities and towns. There
were no such notes outstanding at June 30, 1997.

The balance of revenue anticipation notes (RANS)

fluctuates during the fiscal year but must be reduced to
zero at June 30. During fiscal year 1997, there were no
RAN:s issued or outstanding.

Capital Projects Funds — The Commonwealth may issue

bond anticipation netes (BANs) to temporarily finance its
capital projects, but it must reduce the balance to
$200,000,000 at June 30. During fiscal year 1997, there
were no BANs issued or outstanding.

The Commonwealth is authorized to sell up to
$1,000,000,000 in Grant Anticipation Notes (GANS) in
anticipation of receipt of federal funds related to Central
Artery/Third Harbor Tunnel projects. During fiscal year

1997, there were no GANS issued or outstanding,.

Letter-of-Credit Agreements — During fiscal year 1997,
the  Commonwealth  maintained
agreements with several banks in order to provide credi
and liquidity support for its commercial paper program.
The letters of credit were available to secure up to
$400,000,000 of Commonwealth commercial paper plus
interest thereon. Advances were available, subject to
certain limitations and bearing interest at the bank rate as
defined, in anticipation of revenue or bond proceeds and
repayable by the following June 30, subject to extension
in certain circumstances, at the Commonwealth’s option.
No such advances were drawn during fiscal year ended
1997, or subsequent thereto. These agreements expire
October 31, 1997 through September 1, 1998. The

~average costs are approximately 0.07 % on unutilized

amounts and approximately 0.10% on utilized amounts.

Line-of-Credit Agreement — During fiscal year 1997, the
Commonwealth maintained a line of credit with a bank to
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provide liquidity support for up to $200,000,000 of
commercial paper notes. The line of credit expires
September 30, 1999. The average costs of all lines of
credit are approximately 0.06% on unutilized amounts
and approximately 0.08% on utilized amounts.

Component Units -

MBTA short-term notes payable outstanding at June 30,
1997 totaled $325,000,000. Of this amount,
$160,000,000 is due September 5, 1997 with an interest
rate of 4.75% and $165,000,000 will mature on February
27, 1998 with an interest rate of 4.25%.

"The MBTA also issued commercial paper to act as

financing for capital expenditures, At June 30, 1997,
$43,500,000 of this commercial paper was outstanding.

Subsequent to June 30, 1997, the MBTA issued
$160,000,000 of notes carrying an interest rate of 4.50%.
The notes mature on September 5, 1998,

The Commonwealth Zoological Corporation had
$845,000 of short-term notes payable outstanding at June
30, 1997. The notes have an interest rate of 9.50% and
were due August 31, 1997,

The RTAs had $69,446,000 of shortsterm notes payable
outstanding at June 30, 1997. All-notes mature during
fiscal year 1998 and have interest rates ranging from
3.89% to 4.95%.

Subsequent to June 30, 1997, the RTAs rolled over
$37,219,000 of revenue anticipation notes with interest
rates ranging from 3.97% to 4.35% due in 1998,

8. LONG-TERM DEBT

Under the Constitution of the Commonwealth of
Massachusetts, the Commonwealth may borrow money
(a) for defense, (b) in anticipation of receipts from taxes
or other financing sources, any such loan to be paid out of
the revenue of the year in which the loan is made, or (c)
by a two-thirds vote of the members of each house of the
Legislature present and voting thereon. In addition, the
Commonwealth may give, loan or pledge its credit by a

two-thirds vote of the members of each house of the .

Legislature present and voting thereon, but such credit
may not in any manner be given or loaned to or in aid of
any individual, or of any private association, or of any
corporation which is privately owned or managed.

Commonwealth of Massachusetts
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The Constitution further provides that borrowed money
shall not be expended for any other purpose than that for
which it was borrowed or for the reduction or discharge
of the principal of the loan.

The Commonwealth has waived its sovereign immunity
and consented to be sued on contractual obligations,
including bonds and notes issued by it and all claims with
respect thereto. However, the property of the
Commonwealth is not subject to attachment or levy to
pay a judgment, and the satisfaction of any judgment .
generally requires legislative appropriation. Enforcement
of a claim for the payment of principal or interest on
bonds and notes of the Commonwealth may also be
subject to the provisions of federal or Commonwealth
statutes, if any, enacted to extend the time for payment or
impose other constraints upon enforcement.

As of June 30, 1997, the Commonwealth had four types
of bonds outstanding: general obligation, dedicated
income tax, college opportunity and special obligation.
The general obligation bonds are authorized and issued
primarily to provide funds for Commonwealth-owned
capital projects and local government improvements.
They are backed by the full faith and credit of the
Commonwealth and paid from the Governmental Funds,
in which debt service principal and interest payments are
appropriated. Massachusetts General Laws provide for
the allocation of bond proceeds to these authorizations in
arrears, as expenditures are made, unless the proceeds are
allocated at the time of issuance. ‘

The dedicated income tax bonds relate entirely to the
deficit financing authorization of fiscal year 1990. As a
remedy to that financial situation, the Legislature
authorized bonds, to be repaid from tax revenues within
seven years,

The Commonwealth issues college opportunity bonds a
authorized by the Massachusetts General Laws. These
bonds are backed by the full faith and credit of the
Commonwealth. At June 30, 1997, the Commonwealth
has outstanding $79,508,000 of such college opportunity
bonds. Included in this amount is approximately
$34,598,000 of accrued interest.

The Commonwealth also issues special obligation
revenue bonds as authorized under Massachusetts General
Laws. Such bonds may be secured by all or a portion of
revenues credited to the Highway Fund and are not

Comprehensive Annual Financial Report




Fiscal Year Ended June 30, 1997

Notes to General Purpose Financial Statements

general obligations of the Commonwealth. - At June 30,
1997, the Commonwealth had outstanding $520,760,000
of such bonds, secured by a pledge of 6.86 cents of the 21
cent per gallon motor fuel excise tax collected on
gasoline.

For financial reporting purposes, long-term bonds are
carried at their face amount, which includes discount and
any issuance costs financed. The outstanding amount
represents the total principal to be repaid. For capital
appreciation bonds, the outstanding amount represents
total principal and interest to be repaid. When short-term
debt has been refinanced on a long-term basis, it is
reported as outstanding at its face amount.

The amount of bonds authorized but unissued is measured
in accordance with Commonwealth statutes. Only the net
proceeds of bonds (exclusive of discount and costs of
issuance) are deducted from the total authorized by the
Legislature.

General obligation, dedicated income tax, college
opportunity, and special obligation long-term bonds
outstanding (including discount and issuance costs) and
bonds authorized-unissued at June 30, 1997, are as
follows (amounts in thousands):

Outstanding . Authorized -
Purpose Amount Maturities ~ Unissued
Deficit reduction:
Fiscal recovery.......... $ 129,900 1997-1998 § 57,274
Capital projects:
General 4,996,155 1997-2025 4,912,029
Highway... 3,668,189 1997-2016 6,143,163
Local aid... 1,414,517 1997-2015 699,855
Other...covevnrenerrrreerenes 62,533 1997-2025 141,821
Capital projects debt.... 10,141,394 11,896,868
Total....coocrevrererrrerverenes $10,271,294 $11,954,142

Interest rates on the Commonwealth’s bonded debt
outstanding at June 30, 1997 ranged from 0.10% to
14.13%.

Changes in long-term bonds outstanding (including
discount and issuance costs) and bonds authorized -
unissued for the year ended June 30, 1997, are as follows
(amounts in thousands):

Commonwealth of Massachusetts

Bonds Authorized -
Outstanding Unissued
Balance, July 1, 1996............cccovrervrenen $ 10,065,578 $ 8,182,843

General and Special obligation bonds:
Principal less discount
and iSSUANCE COSES.........oocieerrenniraene 899,471 (899,471)

Discount and issuance costs 33,843 -
General obligation refunding bonds:

Principal of bonds issued ........co.cvun. 722,621 -

Refunded bonds........ccocoveerenniriinnnnnne (697,550) -
Increase in bonds authorized................ - 4,707,040
Bonds retired (752,669)
Expiration of authorizations................ - (36,270)

Balance, June 30, 1997 $ 10,271,294 $ 11,954,142

At June 30, 1997, debt service requirements to maturity

" for principal (including discount, capital appreciation and

issuance costs) and interest are as follows (amounts in
thousands):

Year Ending June 30,  Principal Interest Total
703,716 $ 507,223 $ 1,210,939
635,187 469,489 1,104,676
2000....coeierinninnes 640,604 433,328 1,073,932
2001 .cinniinneeciisennen 658,470 401,017 1,059,487
2002.0eiviniererneacenns S 622,911 367,431 990,342
2003 and thereafter.., 7,010,406 2,210,459 9,220,865
Total.ovvivrrerieieennes $10,271,294  $ 4,388,947 § 14,660,241

The Commonwealth . issued bonds and notes under
negotiated contracts and under competitive bidding
contracts during fiscal year 1997. The costs for legal
counsel and underwriting fees under competitive bond
sale costs were estimated at $152,000 and $2,239,000,
respectively. Negotiated legal fees and underwriter fees
were estimated at $97,000 and $4,668,000 respectively.

Subsequent to June 30, 1997, the Commonwealth issued‘”:
$19,902,000 in college opportunity bonds with variable-
interest rates, $250,000,000 in general obligation bonds

with interest rates - ranging from 5.00% to 5.75%,
$375,840,000 in general obligation refunding bonds with
interest rates ranging from 4.50% to 5.75%, $271,280,000
in general obligation refunding bonds with variable
interest rates and $294,695,000 in special obligation
bonds with interest rates ranging from 3.75% to 5.50%,
which included $191,080,000 in special obligation
refunding bonds and $103,615,000 in new issue special
obligation bonds.

Statutory Debt Limit —The Massachusetts General Laws
establish limits on the amount of direct debt outstanding.
By statutorily limiting the Commonwealth’s ability to
issue direct debt, this limit provides a control on annual
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capital spending,‘ The direct debt limit for fiscal year 1997
was $9,112,650,000. The limit increases 5% per year.

For purposes of determining compliance with the limit, *

outstanding direct debt is defined to include general
obligation bonds and minibonds at the amount of their
original net proceeds. It excludes bond anticipation notes
and discount and issuance costs, if any, financed by these
bonds. It also excludes dedicated income tax bonds,
special obligation bonds, refunded bonds, and certain
refunding bonds. Outstanding direct debt, as defined,
totaled approxrmately $8,752,333,000 at June 30, 1997

The amounts excluded -from the 11m1ts are. as follows'
(amounts in thousands) "

_ " Borids
Outstanding

Balance, June 30, 1997.....ccvveinnevenevsrernnes $10,271,294
Less amounts excluded:

Discount and Issuance Cost....... (735,393)

Fiscal Recovery Principal.....ccco.venivnrecens _ (126,470)

Chapter 5 of the Acts of 1992 Refundmg (144,509)

Special Obligation Prmcrpal..............,......., (512,589)
Outstanding Direct 105 ST $ 8,752,333
Advance Refunding and Defeased Bonds - As

authorized by the Massachusetts General Laws, the
Commonwealth . advance refunded certain general
obligation and other bonds through the issuance - of
$722,621,000 of general obligation refunding bonds
during fiscal year 1997. Proceeds totaling approximately
$741,997,000, including bond premiums, were used to
purchase U.S. Government
deposited in irrevocable trusts with an escrow .agent to
provide for all. future debt service payments of -the
refunded bonds; -

securities which .- were -

‘As. a result, the refunded bonds-are -

* Long-term -Obligations Account Group (amounts in

refundmgs the Commonwealth decreased current year
debt service payments and has taken advantage of lower
interest rates, and it has decreased its aggregate debt
service payments by approximately $35,926,000 over the
next 20 years and will experience an_economic gain (the
difference between the present values of the debt service
payments of the refunded and refunding bonds) of
approximately $30,074,000. At June 30, 1997,
approximately $665,955,000. of the bonds refunded
remain outstanding and are considered defeased.

In prior years, the Commonwealth also defeased certain
general obligation and other bonds by placing the
proceeds of refunding bonds in irrevocable trusts to

_provide for all future debt service payments on the

refunded bonds. Accordingly, the trust account assets and
the liabilities for the defeased bonds are not included in
the financial statements. At June 30, 1997, approximately
'$2,701,874,000 of bonds outstanding from advance
refundings in prior fiscal years are considered defeased.

Changes in General Long-term Obligations — The
Commonwealth records its liability for long-term bonds
in the General Long-term Obligations Account Group.
Other general long-term obligations recognized by the
Commenwealth. are;,its obligations under capital lease
agreements (Note 12), school construction grants to
partially reimburse cities and towns for their debt service
payments on bonds issued to finance construction of local
or regional schools, compensated absences, claims
judgments and lottery prizes payable (Note 1). These
liabilities will be liquidated in the future from
governmental funds.

General Long Tern Debt Obligations Account Group —
During the year ended June 30, 1997, the following
changes. occurred . in liabilities reported in the General

considered to be defeased, and. the liabilities -therefore thousands);
have been removed from the General- Long-term e
Obligations Account Group. As a result of these advance
) , Bond Other Net
Balance Bond Bond Principal Increase Balance
July 1, 1996 Issuances Discount Payments (Decrease) June 30, 1997
Long-term Bonds........c..ccovecencicenienae $ 10,065,578 % 1,622,092 § 33,843 % (1,450,219) $ - $ 10,271,294
Capital Leases............ooiivniviieneinnnes 59,022 - - - 28,149 87,171
School Construction Grants............... 3,053,799 - - - 480,818 3,534,617
Compensated Absences........cc.o.c..... 97,225 - - - . 9,177 106,402
Claims, Judgements, and Other......... 85,040 - - - (8,508) 76,532
Lottery Prizes Payable........c.ocevervnenne ' 1,632 - - 1,934 3,566
Total..oceees e $ 13,362,296 8§ 1,622,092 § 33843 § (1,450,219) $ 511,570 % 14,079,582

Commonwealth of Massachusetts
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University and College Fund — Building authorities
related to the University of Massachusetts and the state
colleges have issued bonds for construction of higher
education facilities and equipment. Such bonds are
guaranteed by the Commonwealth in" an aggregate
amount not to exceed $182,000,000. The bond
agreements generally provide that revenues from student
fees are pledged as collateral on the bonds and establish
bond reserve funds, bond funds, and maintehancg reserve
funds. The University of Massachusetts and state
colleges have also entered into various loan agreements as
a participant in the Massachusetts Health and Educational
Facilities Authority’s (MHEFA) ongoing capital asset
program to finance construction projects and equipment,

University and College Fund long-term debt outstanding
at June 30, 1997 was as follows (amounts in thousands);

Maturity
Amount Dates

Interest
Purpose Rates

MHEFA capital asset program..  Variable $ 64,661 1997-2023
Building authorities

and state colleges..........ovevnenn 13.0%-12.0% 252,078 1997-2024

$ 316,739

Maturities of principal are as follows (amounts in
thousands):

Amount
$ 12,168
12,947
13,516
14,316

- 15,005
2003 and thereafter...........coveenns ) 248,787

Years Ending June 30,

Total............ e s . $ 316,739
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Changes in bonds outstaﬁding reported in the University
and College Fund Type are as follows (amounts in
thousands):

Amount
Balance, July 1, 1996, as restated.......... v $ 310,178
Principal less issuance and discount cost.......... 17,154
Bonds retired, net of amortization of discount. (10,593)
Balance, June 30, 1997.............. e $ 316,739

At June 30, 1997, approximately $161,533,000
outstanding of bonds from prior advance refunding of the
University and College Fund building authorities are
considered defeased.

Component Units —

Bonds and notes outstanding at June 30, 1997 (December
31, 1996 for Massachusetts Turnpike Authority) net of
unamortized discount of $57,543,000 and unamortized
deferred loss on refunding of $125,795,000 are as follows
(amounts in thousands):

Purpose o

Interest Rates Amount  Maturity Dates

MBTA: .

General transportation system..... 3.73% - 7.53% $2,881,705 2005 - 2027

Boston Metropolitan District....... 4.56 - 7.08 41,799 2002 -2025
MTA: ' '

Revenue serial bonds,........cecepves 4.00 - 5125 351,089 1998 - 2023

Guaranteed Bond........veersenrenes - 253,097 1999
MCCA:

LCurrent interest serial bonds....... 4.00-6.00 77,732 1997 - 2008

Compound interest serial bonds.. 5.375 - 6.80 58,178 2000 -2013
MWPAT: o .

Serial bonds....... PR 2,00-6.25 752,295 1997 -2015
Term bonds 525-6.375 110,725 2013 -2015
Economic Development: ‘ . -
Notes payable............ ST 2.80-11.00 107,094 1997 .2017

Total $4,633,714
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The amounts below represent the face amount of bonds
and notes outstanding and may differ from the amounts

Maturities of principal are as follows (amounts in

_ included in the combined balance sheet due to treatment thousands):
j of original issue discount in the general purpose financial
N statements.
| Economic
Years Ending, MBTA MTA RTAs MWPAT MCCA Development Total
, 1998...ccviirisiriearenrneens $ 93,327 % - 8 - $ 37645 $ 20,195 § 19,192 § 170,359
1999...cmiiiiinnrivenienes 97,134 7,400 - 35,880 21,375 9,174 170,963
- 2000.....ccmiimrrreerreennen 101,072 267,010 - 37,900 122,670 10,586 439,238
2001 .ccereninrenes 104,986 8,020 - 39,570 14,234 19,727 186,537
2002..ccereiieereininiereienns 106,849 8,370 - 41,040 11,054 11,125 178,438
i 2003 and thereafter....... 2,582,246 334,070 - 670,985 46,926 37,290 3,671,517
_ Total...ccocverencrrnrirenn $3,085,614 $624870 $ - $863,020 $136,454 § = 107,094 $4,817,052

During the fiscal year ended June 30, 1997 (December
31, 1996 for Massachusetts Turnpike Authority) the

following changes occurred in bonds and notes payable
reported in the Component Units (amounts in thousands):

N Economic
MBTA MTA RTAs MWPAT MCCA  Development ~Total
Balance, July 1, 1996............ $ 2,614,076 $410,885 $15 $512,000 $154976 $ 82,946 § 3,774,898
Principal less discount .
o iSSUANCE COSES...viririrerarernrenns 383,796 264,770 - 376,405 - 31,487 1,056,458
Debt retired, net of
Hi amortization of discount........ (65,981) (61,296) (15)  (25,385)  (19,066) (7,339) (179,082)
b Deferred loss on refunding... (8,387) (10,173) - - - - (18,560)
Balance, June 30, 1997.......... $ 2,923,504 $604,186 $ - $863,020 $135910 $ 107,094 §$ 4,633,714

-
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The MBTA issued certificates of participation in the
amounts of $28,565,000 on December 15, 1988 and
$85,795,000 on August 30, 1990 to finance the purchase
of commuter rail coaches. Under the terms of the
applicable agreements, the MBTA’s obligation to make
the annual payments on the certificates is subject to the
Commonwealth’s appropriation of necessary funds in its
annual budget. The certificates bear interest at rates
ranging from 7.30% to 7.80% and mature as follows
(amounts in thousands):

Year Ending June 30,

Amount

1998 e oo $ 1,150

1999, i . 1,150

2000, 01 eereereriesernnenreseneneenns 1,150

D 2001 e 1,150
2002...0cviierrirnieereeiriveereenenens ' 1,140

2003 and thereafter.............c.... 13,625

Totaluiieiiieresrerienrrieieseiiesseene $ 19,365

In prior years, the MBTA defeased in-substance several
General Transportation System Bonds by placing the
proceeds of new bonds in an irrevocable trust fund to
provide for future debt service payments on the old debt.
These payments began in 1995. Accordingly, the trust
account asset and the liability for the defeased bonds are
not included in the accompanying financial statements,
On June 30, 1997, $1,169,430,000 of these bonds
outstanding are considered defeased.

Subsequent to June 30, 1997, the MBTA issued
$200,000,000 in general obligation bonds with interest
rates ranging from 4.00% to 5.75%.

The legislation under which the MBTA was established
provides that if, at any time, the MBTA is unable to meet
any interest or principal payments due on its debt,
sufficient funds will be remitted by the Commonwealth to
meet such obligations.

On January 15, 1996, the Massachusetts Turnpike
Authority issued $259,315,000 of Guaranteed Bond
Anticipation Notes to finance the $100,000,000 payment
for the acquisition of the Ted Williams Tunnel, as well as
to advance refund outstanding MIFA Tunnel Revenue
Bonds, in order to finance a portion of the cost of certain
repairs and improvements to the Summer and Callahan
Tunnels and to fund certain start up costs associated with
opening and operating the Ted Williams Tunnel. The
notes are unconditionally guaranteed by the
Commonwealth. The notes mature on June 1, 1999, and

Commonwealth of Mdssachusetts
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are anticipated to be repaid by the Authority with the
proceeds from bonds secured by the revenues of the
Sumner-Callahan-Williams Tunnel to be 1ssued in the
future.

In January 1996, approximately $56,573,000 of the net
proceeds from the issuance of Guaranteed Bond
Anticipation Notes were used to purchase U, S,

- Government securities which were deposited in an

irrevocable trust with an escrow agent to provide all
future debt service payments on refunded bonds. As a
result, the refunded bonds were considered to be defeased
and the liability has been removed from the balance sheet.
The advance refunding resulted in an economic gain of
approximately $13,000,000 and the MTA has reduced
their debt service payments over the next 25 years by
approximately $48,000,000. At December 31, 1996,
approximately $44,400,000 of the refunded bonds remain .
outstanding.

Subsequent to June 30, 1997, the MTA issued a
$1,764,383,000 in special obligation bonds with interest
rates ranging from 5.00% to 5,65%. The bonds included
$297,520,000 Western Turnpike revenue bonds and
$1,466,863,000 Metropolitan Highway System revenue
bonds. These bonds are the obligations of the MTA. The
Commonwealth is not obligated to make payments on the
bonds nor are the bonds pledged by the faith or credit of
the Commonwealth,

On February 22, 1995, Pioneer Valley Transit Authority
(PVTA) issued certificates of participation of $9,930,000
to finance the purchase of buses. Under the terms of the
agreement, PVTA is obligated to make annual payments
on the certificates subject to the Commonwealth’s
appropriating the necessary funds in the Authorlty ]
annual budget.

The certificates bear interest rates ranging from 5.0% to "
5.7% and mature as follows (amounts in thousands):

Year Ending June 30, Amount
1998...cii ittt $ 1,240
1999t 1,240
2000....0iteccieeiee e, 1,240
2001 i 1,240
2002, e 1,240
2003, s 1,240

$ 7,440
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Fiscal Year Ended June 30, 1997

The amounts in the table above differ from the amounts
included in the balance sheet due to treatment of
unamortized discounts of $35,000.

Subsequent to June 30, 1997, the GLB issued
$80,000,000 in special obligation bonds with interest
rates ranging from 5.25% to 6.80%. The bonds included
$60,000,000 taxable bonds and $20,000,000 tax-exempt
bonds. The GLB and the Commonweatlh have entered
into a contract providing that the Commonwealth shall
pay thé contract assistance to the GLB with respect to
debt service on the bonds in amounts equal to the
principal and interest requirements on the bonds as they
come due and the full faith and credit of the
Commonwealth are pledged to make such payments.

9. INDIVIDUAL FUND DEFICITS
Certain funds within the Governmental Fund Type and

Proprietary Fund Type have fund deficits at June 30,
1997, as follows (amounts in thousands):

Fund Amount

Special Revenue:

Local Aid......coevereverrieniiininincnininiinns $ 1,405,603
Capital Projects:
General.....oovinieiniiiciieenec s 133,226
Highway.....ccovvirereiererenenennninnned e 221,190
Local Aid.....ocvvevvvrnienrecereervennens s 70,971
 Other i 1,369
Internal Service Funds: '
Employees Workers' Compensation........ 251,200
Employees Group Health Insurance ....... 34,278

The Local Aid Fund has incurred a deficit primarily due
to increased state funding for support of local
communities for education and transportation. The
revenues allocated to this fund have not been sufficient to
support the increased spending. The Commonwealth will
budget in future years the allocation of revenue to support
the increased spending authority.

In the Capital Projects Funds, deficits reflect the time lag
between capital expenditures and the receipt or allocation
of proceeds from the sale of related bonds. Subsequent to
June 30, 1997, the Commonwealth issued $19,902,000 in
college opportunity bonds and $250,000,000 in general
obligation bonds and $103,615,000 in special obligations
revenue bonds related to finance the deficits.

The deficit in the Internal Service Fund reflects the
accruals for workers’ compensation and group insurance

Commonwealth of Massachusetts

claims of $335,965,000. Funding of these deficits is.
dependent upon legislation actions to develop an actuarial
funding plan.

10. RETIREMENT SYSTEMS
Primary Government —

The Commonwealth is statutory responsible for the
pension  benefits for Commonwealth employees
(members of the State Employees’ Retirement System)
and for teachers of the cities, towns, regional school
districts throughout the Commonwealth and Quincy
College (members of the Teachers’ Retirement System,
except for teachers in the Boston public schools, who are
members of the State-Boston Retirement System but
whose pensions are also the responsibility of the
Commonwealth).

The members of the retirement systems do not participate
in the Social Security System. The Commonwealth has
also assumed responsibility for payment of cost-of-living
adjustments (COLA) for the separate (non-teacher)
retirement systems of its cities, towns and counties, in
fiscal year 1997 and prior fiscal years. Effective for fiscal
year 1998 and subséquent fiscal years the responsibility
for funding COLA’s for (non-teacher) systems is the
responsibility of the respective systems.

Certain Commonwealth employees and current retirees
employed prior to the establishment of the State
Employees’ Retirement System are covered on a “pay-as-
you-go” basis.

Plan Descriptions —

State Employees’ Retirement System (SERS) is a single

employer defined benefit public employee retirement.:
system (PERS), covering substantially all employees ¢
the Commonwealth and certain employees of the™
independent authorities and agencies including the state
police officers at the Massachusetts Port Authority and
the Massachusetts Turnpike Authority. The SERS is
administered by the Commonwealth and is part of the
reporting entity and does not issue a stand alone financial
report.

Teachers’ Retirement System (TRS) is an agent multiple
employer defined benefit PERS with 104 participating
employers. The Commonwealth is a non-employer
contributor and is responsible for all contributions and
future benefit requirements of the TRS. The TRS covers
certified teachers in cities (except the City of Boston),
towns, regional school districts and Quincy College. The
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TRS is administered by the Commonwealth and is part of
the reporting entity and does not issue a stand alone
financial report.

State — Boston Retirement System (SBRS) is hybrid
multiple employer defined benefit PERS. SBRS provides
provision benefits to all full-time employees upon
commencement of employment with any of the various
government agencies covered by SBRS. The
Commonwealth is a non-employer contributor and is only
responsible for the actual cost of pension benefits for
SBRS participants who serve in the City of Boston’s
School Department in a teaching capacity. The cost of
pension benefits of the other participants is the
responsibility of the City of Boston. SBRS is not
administered by the Commonwealth, it is not part of the
reporting entity and a stand alone financial report is not
available. :

The Commonwealth has assumed financial responsibility
for the COLA granted to participants in the - 104
retirement systems of cities, towns and counties in fiscal
year 1997 and prior fiscal years. Chapter 17 of the Acts
of 1997, effective for fiscal year 1998, transferred the
responsibility for funding future COLA’s for separate
(non-teacher) retirement systems of cities and towns to
the respective system. Any future COLA granted by the
Legislature to employees of these plans will also be. the
responsibility of the individual systems. The individual
employer governments are also responsible for the basic
pension benefits.  The retirement systems are not
administered by the Commonwealth and are not part of
the reporting entity.

The policy for postretirement benefit ‘increases for all
retirees of the SERS, TRS, SBRS and COLA are subject
to legislative approval.

Membership — Membership in SERS, TRS and SBRS as
~of January 1, 1996 is as follows:

SERS TRS  SBRS

Retirees and beneficiaries .
currently receiving benefits... 42,443 28,831 2,257
Terminated employees

entitled to benefits but

not yet receiving them......... 1,706 1,607 602
Subtotal......ccccvrererireniivanens 44,149 30,438 2,859
Current employees:

Vested..oonaniernninrerinnenne 43,679 46,432 3,897

Non-vested........oonrervrmnnnrirenns 39,519 22,432 2,416
Subtotal.......cccoevveverreieinnnas 83,198 68,864 6,313
Total.uuererierecrnrereenreeranirennne 127,347 99,302 9,172
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Benefit Provisions — Massachusetts General Laws
establish uniform benefit and contribution requirements
for all contributory PERS. These requirements provide
for retirement allowance benefits up to a maximum of
80% of a member’s highest three-year average annual rate
of regular compensation. Benefit payments are based
upon a member’s age, length of creditable service, and
group classification. The authority for amending these
provisions is with the legislature.

Retirement allowance consists of two parts: an annuity
and a pension. A member’s accumulated total deductions
and a portion of interest they generate constitute the
annuity. The differential between the total retirement
benefit and the annuity is the pension. Average
retirement benefit is approximately 80-85% pension and
15-20% annuity.

Members become vested after ten years of creditable
service. A superannuating retirement allowance may be
received upon the completion of twenty years of service
or upon reaching the age of 55 with ten years of service.
Normal retirement for most employees occurs at age 65;
for certain hazardous duty and public safety positions,
normal retirement is at.age 55.

Funding Progress - The SERS, TRS and SBRS actuarial
determined contributions were computed as part of the
actuarial valuation as of January 1, 1996. Significant
actuarial assumptions used in the calculation of
contribution requirements and net pension obligation
include (a) rates of return on investments of present and
future assets of 8.5% per year, (b) projected salary
increases of 6% per year, (c) cost of living increases
(inflation rate) of 3% per year on the first $9,000 of the
retirees total allowance, (d) interest rate credited to the
annuity savings fund of 5.5% per year and (e) the use of
the level dollar amortization method over 40 years closed -
period. Actuarial values of plan assets are equal to fair
value. ’
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The following table presents the required six year-year schedule of funding progress (amounts in thousands):

Actuarial Net Pension NPO as a % of
Valuation as of  Actuarial Value Actuarial (Obligation) Funded  Annual Covered Covered
January 1, of Plan Assets  Accrued Liability ~ Asset (NPO) Ratio % Payroll * Payroll
State Employers Retirement System
1996 $ 7,366,000 $ 6,595,676 770,324 112% $ 2,989,000 25.8%
1995 /5,879,000 5,327,027 551,973 110 2,992,000 18.4
1994 5,802,000 5,429,773 372,227 107 3,094,000 12.0
1993 5,071,000 4,840,405 230,595 105 2,919,000 7.9
1992 4,699,000 4,629,763 69,237 101 2,638,000 2.6
1991 4,052,000 4,053,705 (1,705) 100 2,300,000 (0.1)
Teachers Retirement System ‘
1996 7,553,000 7,025,561 527,439 108 2,810,000 18.8
1995 6,014,000 5,657,399 356,601 106 2,667,000 13.4
1994 5,956,000 5,673,619 282,381 105 2,573,000 11.0
1993 5,142,000 4,942,309 199,691 104 2,428,000 8.2
1992 4,784,000 4,659,680 124,320 103 2,032,000 6.1
1991 4,086,000 4,023,551 62,449 102 2,065,000 3.0
State Boston Retirement System
1996 549,000 524,510 24,490 105 274,000 8.9
1995 438,000 416,113 21,887 105 (}\x_' 232,000 9.4
1994 443,000 421,635 21,365 105 - 218,000 9.8
1993 370,000 354,800 15,200 104 206,000 7.4
1992 342,000 . 333,871 8,129 102 184,000 4.4
1991 301,000., 293,072 7,928 103 203,000 39

* . The covered payroll amounts approximate the employer payroll.

Contributions Required and Contributions Made — The
retirement systems’ funding policies have been
established by Chapter 32 of the Massachusetts General
Laws. The legislature has the authority to amend these
policies. The annuity portion of the SERS, TRS and
SBRS retirement allowance is funded by employees, who
contribute a percentage of their regular compensation —
5% for those hired before January 1, 1975, 7% for those
hired from January 1, 1975, through December 31, 1983,
and 8% for those hired on or after January 1, 1984, plus
an additional 2% of compensation above $30,000 per year
for those hired on or after January 1, 1979. Regular
employees and state police hired after June 30, 1996 are
required to contribute 9% and 12%, respectively, of their
compensation plus an additional 2% of compensation
above $30,000 per year. Costs of administering the plan
are funded out of plan assets.

The Commonwealth’s contribution for the pension benefit

portion of the retirement allowance of SERS and TRS and
required payments to cover SBRS and COLA
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contributions were originally established on a “pay-as-
you-go” basis. As a result, amounts were appropriated
each year to pay current benefits, without a systematic
provision to fully fund future liabilities already incurred.
Beginning in fiscal year 1988, the Commonwealth-
enacted the Pension Reform Act of 1987 and addresse
the unfunded liability of SERS, TRS and its participation -
in SBRS and its COLA obligation. This legislation
requires funding on a current basis, including amortizing
the unfunded liabilities and liabilities for future COLA
payments to local systems, over 40 years.

This legislation also directs the Secretary for
Administration and Finance to prepare a funding schedule
to meet these requirements, and to update this funding
schedule every three years on the basis of new actuarial
valuation reports prepared under the Secretary’s direction.
Any such schedule is subject to legislative approval. If a
schedule is not so approved, payments are to be made in
accordance with the most recently approved schedule.
This legislation further provides that if, during the first
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ten years of scheduled payments, the pension-benefits
paid exceed the scheduled contribution, the
Commonwealth’s contribution shall equal these benefit
payments.

The legislatively approved funding schedule in place for
1997 was, based on the January 1, 1993 valuation, was
filed with the Legislature on October 26, 1994, It
required contributions by the. Commonwealth of
$965,903,000 during the fiscal year ended June 30, 1997.
Because total benefit payments out of the governmental
funds exceeded this amount, no  additional
Commonwealth contribution is required.

Section 58 and 59 of Chapter 43 of the Acts of 1997
repealed the ten year cost of benefits and reduced the
period for elimination of unfunded liability from fiscal
year 2028 to 2018. The new twenty-year level funding

schedule effective July 1, 1997 is predicated on an 8.25%
investment return assumption and calls for a payment of
$1,045,570,000 in fiscal year 1998.

GAAP requires that pension expenditures (costs) be based
on an acceptable actuarial cost method and that they be
not less than:

e Normal cost and amortization cost

e Interest and amortization on any unfunded prior
service costs

The funding schedule discussed above follows an
acceptable actuarial funding methodology to compute
normal cost and the unfunded accrued actuarial liability.

The following table presents the schedule of employer contributions (amounts in thousands):

Annual
Actuarial Required Actual Net Pension
Valuationas  Contribution Interest on Amortization Contribution ~ (Obligation) % of ARC % of Pension
of January 1, (ARC) NPO of NPO Pension Cost made Asset (NPO) Contributed  Cost Contributed
State Employers Retirement System '
1996 $ 232,158 § (46918) § 29,523 $ 214,763 § 433,114 § 770,324 187% 202%
1995 249,640 (31,639), 19,614 237,615 417,361 551,973 167 176
1994 266,564 (18,448) 9,152 257,268 398,900 372,227 150 155
1993 243,587 (5,539) 2,694 240,742 402,100 230,595 165 167
1992 252,687 136 (65) 252,758 323,700 69,237 128 128
© 1991 282,682 2,335 (1,094) 283,923 311,400 (1,705) 110 110
1990 259,102 4,569 (2,103) 261,568 289,500 (29,182) 112 111
1989 298,800 2,160 977 299,983 269,866 (57,114) 90 90
1988 279,582 - - 279,582 252,585 (26,997) 90 90
Teachers Retirement System
1996 232,403 (30,311) 19,073 221,165 392,003 527,439 169 177
1995 277,343 (24,002) 14,880 268,221 342,441 356,601 123 128
1994 247,460 (15,975) 7,925 239,410 322,100 282,381 130 135
1993 225,838 (9,946) 4,837 220,729 . 296,100 199,691 131 134
1992 223,041 (4,996) 2,384 220,429 282,300 124,320 127 128
1991 249,436 (3,452) 1,617 247,601 266,900 62,449 107 108
1990 227,270 (1,459) 671 226,482 251,400 43,150 111 111
1989 249,108 (1,595) 722 248,235 246,531 18,232 99 99
1988 232,661 - - 232,661 252,597 19,936 109 109
State Boston Retirement System
1996 32,908 (1,860) 1,171 32,219 34,822 24,490 106 108
1995 28,168 (1,816) 1,126 27,478 28,000 21,887 99 102
1994 22,448 (1,216) 603 21,835 28,000 21,365 125 128
1993 20,463 (650) 316 20,129 27,200 15,200 133 135
1992 26,530 (634) 303 26,199 26,400 8,129 100 101
1991 23,149 (413) 193 22,929 25,700 7,928 111 112
1990 21,118 251) 116 20,983 23,000 5,157 109 110
1989 21,744 127) 58 21,675 23,225 3,140 107 107
1988 20,315 - - 20,315 21,905 1,590 108 108
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The total contributions required for SERS, TRS and
SBRS are based on the entry age normal cost method
using the same actuarial assumptions used to compute the
net pension obligation.

During the year ended June 30, 1997, the
Commonwealth’s pension expenditure also included
payments totaling $19,005,000 to current retirees
employed prior to the establishment of the current plans
and to non-contributory plans.

Post-retirement Health Care and Life Insurance
Benefits — In addition to providing pension benefits,
under Chapter 32A of the Massachusetts General Laws,
the Commonwealth is required to provide certain health
care and life insurance benefits for retired employees of
the Commonwealth, housing authorities, redevelopment
authorities, and certain other governmental agencies.
Substantially all of the Commonwealth’s employees may
become eligible for these benefits if they reach retirement
age while working for the Commonwealth. Eligible

retirees are required to contribute a specified percentage

of the health care benefit costs which is comparable to
contributions required from employees. The
Commonwealth is reimbursed for the cost of benefits to
retirees of the eligible authorities and non-state agencies.
The Commonwealth recognizes its share of the costs of
providing these benefits when paid. These payments
totaled approximately $153,538,000-for the fiscal year
ended June 30, 1997. There are approximately 44,000
participants eligible to receive benefits at June 30, 1997.

11. DEFERRED COMPENSATION PLAN

The Commonwealth offers its employees a deferred
compensation plan created in accordance with Internal
Revenue Code (IRC) Section 457. The plan, available to
all employees of the Commonwealth and its political
subdivisions, permits them to defer a portion of their
salaries until future years. The deferred compensation is
not available to employees until termination, retirement,
death, or unforeseeable emergency. All amounts of
compensation deferred under the plan, all property and
rights purchased with those amounts, and all income
attributable to those amounts, property, or rights are (until
paid or made available to the employee or other
beneficiary) solely the property and rights of the
Commonwealth (without being restricted to the provision
of benefits under the plan), subject only to the claims of
the Commonwealth’s general creditors and its political
subdivisions participating in the plan. Participants’ rights
under the plan are equal to the fair market value of the
deferred account for each participant. All plan assets are
stated at fair value. It is the opinion of the
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Commonwealth that it has no liability for losses under the
plan, but it does have the duty of due care which would
be required of an ordinary prudent investor. The plan
assets are subject to the claims of the Commonwealth’s
general creditors; however, plan assets have not been
used in the past to satisfy such claims.

Of the $1,837,892,000 in the plan at June 30, 1997,
$1,236,901,000 was applicable to the Commonwealth; the
remaining $600,991,000 represents the assets of cities and
towns participating in the plan. The assets and liabilities
of the deferred compensation plan are included in Agency
Funds at June 30, 1997. In August, 1996, the provisions
of the IRC Section 457 were amended to require that
eligible deferred compensation plans must hold its assets
and income in a trust. Once the Commonwealth
establishes such a trust, the Commonwealth’s deferred
compensation plan will be required to be reported as an
expendable trust fund.

12. LEASES
Primary Government —

In order to finance the acquisition of equipment, the
Commonwealth has“éntered into various lease/purchase
agreements, including tax-exempt lease/purchase (TELP)
agreements which are accounted for as capital leases.
These agreements are for various terms and contain
clauses indicating that their continuation is subject to
appropriation by the Legislature. For fiscal year ended
June 30, 1997, lease/purchase expenditures under these
agreements totaled approximately $27,254,000.

At June 30, 1997, the Commonwealth’s aggregate
outstanding liability under capital leases, the present
value of the net minimum lease payments, totals
$87,171,000. This liability is reported in the General
Long-term Obligations Accounts Group. Equipment
acquired under capital leases and included in the General :
Fixed Assets Account Group totals approximately
$131,464,000. .

The Commonwealth leases real property and equipment
under numerous operating lease agreements with varying
terms. These agreements contain provisions indicating
that their continuation is subject to appropriation by the
Legislature. Rental expenditures for the fiscal year ended
June 30, 1997 was approximately $116,129,000.
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The following is a schedule of future minimum payments
under non-cancelable leases for the Commonwealth as of
June 30, 1997 (amounts in thousands):

Capital Operating

Years Ending June 30, Leases Leases

$ 26,426 $ 96,202
23,114 75860
16,707 55,078

. 10,535 34772
7,458 25850

19,115 8,170
Total payments........cocovvnrnvnniersicesensnsenns 103,355 $295,932
Less: amount representing interest............. (16,184)

"Present value of minimum lease payments. $ 87,171

University and College Fund — At June 30, 1997,
aggregate outstanding liability under capital leases, the
present value of the net minimum lease payments, totaled
$49,924,000. Equipment acquired under capital leases
and included in University and College Fund fixed assets
totaled approximately $70,230,000.

The University and College Fund Type leases real
property and equipment under numerous operating lease
agreements for varying terms. Rental expenditure for the
fiscal year ended June 30, 1997 was approximately
$12,171,000.

The following schedule summarizes future minimum
payments under non-cancelable leases for the University

and College Fund Type (amounts in thousands):

Capital Operating

Years Ending June 30, —Leases =~ __Leases
13,595 $ 6421
12,315 6,326
10,001 5,985
6,501 5,406
4,607 4210
12,250 6,898
Total payments 59,269 3§ 35246
Less: amount representing mterest (9,345)
Present value of minimum lease payments........... § 49,924

Component Units —

In fiscal 1997, the MBTA entered into several capital
leases agreements on heavy rail cars, commuter cars and
buses with various companies for varying terms. These
leases provided for the Authority to sell and lease back
these cars for a period ranging from 8 years to 18 years,

Commonwealth of Massachusetts

The following is a schedule by years of future minimum
lease payments under capital leases together with the
present value of net minimum lease payments as of June
30, 1997 (amounts in thousands):

Economic
Development
Years Ending June 30, MBTA RTAs  Authorities

$ 2409 $ 731 § 117

23,071 731 36
23,522 731 19
23,887 731 -
24,187 731 -
591,692 3,655 -
710,455 7,310 172
Less amount
representing interest......... (462,650) (2,037) (14)

Present value of net
minimum Jease payments. $247,805 $5,273 § 158

The MBTA has entered into several sale-leaseback
agreements with major financial institutions, covering
equipment and rolling stock, which have been accounted
for as operating leases:. These leases expire through fiscal
year 2013, Upon téimination, the MBTA may purchase
the equipment and rolling stock at prices equal to the

lesser of a stated percentage (40%-70%) of the lessor’s

original purchase price or residual fair market value, as
defined.

The MTA has operating leases for administrative office

space and automatic toll collection equipment. These
operating leases expire on various dates through June
2000. Lease expenses charged to the Massachusetts
Turnpike and Sumner-Callahan-Williams Tunnels were
$873,380 of which $554,207 were paid to the

Commonwealth for office space in a state owned;’

building.

The MTA leases property and air rights to others. The

MTA earned $4,566,813 in rental income. Rental income
for the next five years is expected to approximate
$4,000,000 per year based on leases currently in effect.

The Economic Development Authorities and the RTAs
have operating leases for office space.
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The future minimum rental payments required under
operating leases having initial or remaining non-
cancelable lease terms in excess of one year are as
follows (amounts in thousands):

Economic

Development
Years Ending June3 MBTA MTA RTAs Authorities

$ 13,669 § 853 § 15 3 3,594

12,523 655 - 3,384
12,909 583 - 2,749
13,221 296 - 2,420
13,279 - - ‘ 1,695
2003 and thereafter,., 136,807 - - 1,271
Total payments......... $202,408 $ 2,387 § 15 15,113

43. COMMITMENTS

Primary Government —

Governmental Funds — The Commonwealth is obligated
to provide annual subsidies to the MBTA and certain
regional transit authorities for contract assistance, debt
service assistance and their net cost of service
deficiencies. For fiscal year 1997, these subsidies totaled
$617,367,000 for the MBTA and $55,842,000 for the
RTAs. The net cost of service subsidy is recognized as a
current liability of the Commonwealth, but is funded in
arrears. At June 30, 1997, the Commonwealth has
recorded the unpaid portion as a“liability due to the
MBTA of $232,530,000 and due to RTAs of
$58,887,000. The cities and towns served by the MBTA
and RTAs will be assessed their proportionate shares of
the net cost of service. A receivable from cities and
towns of $224,057,000 is recorded at June 30, 1997, to
account for these future reimbursements. The MBTA has
also recorded net deferred charges of $69,732,000 at June
30, 1997, which will be included in the Commonwealth’s
net cost of service subsidy in future periods. The
Commonwealth has recognized its liability for these
future costs in the General Long-term Obligations
Account Group.

The Commonwealth is also statutorily obligated to
provide contract assistance for debt service obligations to
the MCCA and the Government Land Bank. Such
assistance totaled $30,643,000 in fiscal year 1997.

At June 30, 1997, the aggregate outstanding debt for
which the Commonwealth is obligated to provide contract
assistance support totaled approximately $3,267,697,000
long-term and $393,375,000 short-term. In addition, the
Commonwealth guarantees the debt of certain local
governments and of the building authorities included in

Commonwealth of Massachusetts
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the University and College Fund Type. The guaranteed
debt outstanding at June 30, 1997, was approximately
$237,012,000.

At June 30, 1997, the Commonwealth had commitments
approaching $3,089,493,000 for various construction
projects. The majority relate to construction funding for a
major infrastructure program known as the Central
Artery/Third Harbor Tunnel Project, in which continued
federal participation is anticipated. The remainder relates
to a wide range of building construction projects.

Pension Trust Funds — At June 30, 1997, PRIT had
outstanding commitments to invest $260,964,000 in real

- estate, and $517,750,000 in alternative investments.

University and College Fund Type — The Clinical
Services Division and UMASS Health system has
agreements with Blue Cross of Massachusetts, Inc., the
Social Security Administration under the Medicare
program and the Commonwealth of Massachusetts under
the Medicaid program that govern payments to the
hospital for services rendered to patients covered by these
programs and require the hospital to prepare and file
settlement reports arinually. Provisions have been made
in the financial $tatements for “the estimated final
settlements.

During 1997, Framingham State College received an
appropriation of $6,266,000 by the Commonwealth of
Massachusetts for the Commonwealth’s share of the cost
of a new athletic facility. These funds are being held and
controlled by the Division of Capital Planning and
Operations (DCPO), and are under its control until costs
are incurred. Once the costs of construction need to be
paid, the DCPO will pay the contractor on behalf of the
College. The total cost of the athletic facility is estimated
to be $12,532,000 and the College is expected to provide’
a matching amount of $6,266,000. The College expect
to fund their matching portion with the proceeds of bonds-*
issued through the Massachusetts Health and Educational
Facilities Authority (MHEFA). Expected commencement
date of construction is in March of 1999.

Component Units -

As of June 30, 1997, the MWPAT has agreed to provide
loans of $35,000,000 to various local government units to
be funded with grant awards received through June 30,
1997.

Massachusetts Housing Partnership Fund (MHP) has

executed twenty-two loan agreements with seventeen
banks for an amount of $330,410,000 pursuant to the
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Massachusetts Nationwide Interstate Banking and
Community Reinvestment Act and funding commitments
outstanding for funds not yet advanced of $26,361,000 at
June 30, 1997.

In 1993, the Massachusetts Turnpike Authority initiated a
$500,000,000 five-year reconstruction and improvement
program. In connection with this program, the Turnpike
has entered into construction contracts with various
construction and engineering companies. The Authority
also enters construction contracts for the Sumner and

Callahan Tunnel with various construction and
engineering  companies, Construction  contracts
outstanding at December 31, 1996 approximated
$74,900,000.

The Worcester Regional Transit Authority has executed a
cooperation agreement  with the Worcester
Redevelopment Authority (WRA) for the development of
the Union Station site with an intermodal transportation
center. The Transit Authority will fund the costs related
to the design and renovation of the Union Station site
through federal and state grants. The WRA is the owner
and will be the operator of the intermodal transportation
center. Once the development of the site is complete, the
Authority will transfer the cost of the project to the WRA.

14. CONTINGENCIES
Primary Government -

Governmental Fund — The General Fund services claims
for all risks of loss for which the Commonwealth is
exposed, other than workers’ compensation and employee
group health and life insurance, which are managed in its
Internal Service Funds. A number of lawsuits are
pending or threatened against the Commonwealth which
arose from the ordinary course of operations. These
include claims for property damage and personal injury,
breaches of contract, condemnation proceedings and other
alleged violations of law. For those cases in which it is
probable that a loss will be incurred and the amount of the
potential judgment can be reasonably estimated or a
settlement or judgment has been reached but not paid, the
Attorney General estimates the liability to be
approximately $73,500,000. Of this amount $6,000,000 is
expected to be paid in the General Fund and $60,700,000
in the Highway Capital Projects Fund during the fiscal
year 1998. Approximately $6,800,000 is expected to be

paid thereafter, and is recorded as a liability in the-

General Long-Term Obligations Account Group. The
General Fund allocates the cost of providing claims
servicing and claims payment by charging a premium to
each fund based on claims paid during the year.

Commonwealth of Massachusetts
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In addition, $5,000,000 has been accrued in the general
fund as an estimate for other claims and judgements.

The Commonwealth receives significant financial
assistance from the federal government. Entitlement to
these resources is generally conditional upon compliance
with terms and conditions of the grant or reimbursement
agreements and with applicable federal regulations,
including the expenditure of the resources for eligible
purposes. Substantially all federal financial assistance is
subject to financial and compliance audits.  Any
disallowance’s become liabilities of the fund which
received the assistance. As of June 30, 1997, the
Commonwealth estimates that liabilities, if any, which
may result from such audits are not material.

The Commonwealth’s abandoned property law requires
deposit of certain unclaimed assets into a managed
Fiduciary Fund. These unclaimed assets, less $9,210,000
which is expected to be reclaimed and paid in fiscal year
1998, are to be remitted to the General Fund each June
30, where it is included as miscellaneous revenue.
Amounts remitted during fiscal year 1997 totaled
approximately  $64,884,000. Since  inception,
approximately $681,056,000 has been remitted. This
represents a contingéficy, because claims for refunds can
be made by the owners of the property.

Internal Service Fund - 1t is the policy of the
Commonwealth of Massachusetts to manage its risks
internally and self-insure for claim settlements for risk of
loss relating to workers’ compensation and group health
insurance in its Internal Service Fund. The Internal
Service Fund allocates the cost of providing claims
servicing and claims payment by charging a premium to
each fund based on actual claims paid during the year.
All risk financing liabilities are reported when it is

probable that a loss has occurred and the amount of the ;

loss can be reasonably estimated. Liabilities include.

amounts for claims that have been incurred but not “*

reported. Claims liabilities are reevaluated periodically to
take into consideration recently settled claims, the
frequency of claims, and other economic and social
factors.

Employees Workers’ Compensation and Group Health
Insurance costs for Commonwealth employees are
recognized when losses are incurred. The
Commonwealth’s outstanding liability for such losses at
June 30, 1997, including claims incurred but not reported,
is estimated to be $335,965,000.

The Commonwealth has assumed responsibility for
worker’s compensation claims for all contractors and
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subcontractors working on the Central Artery/Third
Harbor Tunnel project. The Commonwealth’s liability as
of June 30, 1997 for such claims including incurred but
not reported claims is estimated to be $78,079,000. The
Commonwealth has restricted assets set aside to pay for
these liabilities.

Changes in the balance of claims and judgments liabilities
for the primary government during fiscal 1997 were as
follows (amounts in thousands):

Amount
Liability, beginning of year............... $ 565,820
Current year claims
and changes in estimates.............. 864,442
Claims payments........cocoerceereiernnns (828,081)
Liability, end of year..........ccccoeenencne $ 602,181

Component Units -  GASB Statement No. 10
“Accounting and Financial Reporting of Risk Financing
and Related Insurance Issues” requires that liabilities or
self-insured claims be reported if it is probable that a loss
has been incurred and the amount can be reasonably
estimated. = The Massachusetts Bay Transportation
Authority reserves such liabilities as accrued expenses as
of June 30, 1997. Changes in the self insurance reserves
in fiscal 1997 were as follows (amounts in thousands):

Amount
Liablility, beginning of year..... $ 64,155
Current year claims
and changes in estimates..... 17,179
Claims payments...........coerervares (11,602)
Liability, end of year................ $ 69,732

The Massachusetts Turnpike Authority has obtained

" health coverage for most employees through various

commercial health maintenance organizations. The health
coverage for certain other employees as well as coverage
for job related injuries to all employees is self-insured by
the Authority, with risks managed internally, at December
31, 1996, the accrual for outstanding claims under these
programs, including claims incurred but not reported, was
approximately $14,000,000.

15. SUBSEQUENT EVENTS

Primary Government - Legislation was enacted to abolish
four counties subsequent to year end:

Commonwealth of Massachusetts
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Franklin County - Section 567 of Chapter 151 of the Acts
of 1997, abolished Franklin County as of July 1, 1997 and
transferred its functions, assets, debts and obligations to
the Commonwealth.

Middlesex -County - Chapter 48 of the Acts of 1997
abolished the Middlesex County as of July 11, 1997 and
transferred its function, assets, debts and obligations to
the Commonwealth.

In addition, Chapter 48 called for the preparation of a
similar abolition of Hampden and Worcester Counties as
of July 1, 1998 or earlier if the county fails to make a
required payment on an outstanding bond or note.
Commencing in fiscal year 1998 the Commonwealth will
include in its audited financial statements the financial
activity of the abolished counties; for fiscal years 1997
and prior periods, the responsibility for audited financial
statements reside with the former county entity.

Subsequent to June 30, 1997, the Massachusetts Turnpike
Authority (MTA) and the Massachusetts Port Authority
each entered into a memorandum of understanding with
the Commonwealth to contribute a minimum of
$700,000,000 and-:$200,000,000, respectively, to finance
portions of the Central Artery/Third Harbor Tunnel
project. On September 1, 1997, the MTA issued
$1,700,000,000 for revenue bonds to defease its existing -
debt and to raise additional funds to make the agreed
upon payments to the Commonwealth.

The anticipated payments are as follows (amounts in
thousands):

Years Ending June 30, MTA Massport
1998, $ 100,000 $ 12,115
1999 600,000 30,735 -2
2000....ccmrerereeereeesereens - 52,236

210 [0 - -
2002, - -

2003 i - 104,914

Total payments............. $700,000 $200,000

On November 17, 1997, the House of Representatives and
the Senate signed into law chapter 152 of the Acts of
1997. This law, authorizes financing of $609,400,000 to
build a convention center in the City of Boston. It also
approved $67,500,000 in financing for the construction
and renovation of facilities in Springfield and Worcester.
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University and College Fund Type — On February 12,
1997 the Board of Trustees of the University of
Massachusetts voted to authorize the transfer of
substantially all of the property and assets of the Clinical
Services Division and the UMass Health System to the
newly formed UMass Memorial Health Care Inc., or its
designee. The legislation approving the merger was
passed on November 25, 1997. Commencing in fiscal
year 1998, the financial statements of the University and
College fund type will be modified to reflect this change
accordingly.

16. CHANGE IN REPORTING ENTITY

‘The Commonwealth adopted Government Accounting
Standards Board Statement No.14 (GASB 14), “The
Financial Reporting entity” in fiscal year 1994. The
University of Massachusetts Foundations Inc., the
University of Massachusetts Dartmouth Foundations Inc.,
and the Worcester City Campus Corporation had
previously been excluded from the reporting entity of the
University of Massachusetts, have been added in the
current fiscal year. See Note 1 for a description of the
component units included in the reporting entity.

Commonwealth of Massachusetts
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Combining and Individual
Fund Statements and
Account Group Schedules

The National Historical Center Detachment Boston Maintenance and Repair Crew who restored and
repaired the U.S.S. Constitution.
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The Constitution’s lower masts were newly manufactured. The lower mast is 103 feet long, 36 inches in diameter and
weighs 26,000 pounds.
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‘General Fund

The General Fund is the Commonwealth’s primary Governmental Fund. All governmental activities not specifically directed to
another fund are accounted for in the General Fund. As a result, most budgeted operating expenditures of the Executive
Secretariats, the Legislature, Constitutional Offices, and independent commissions and a portion of expenditures for the judicial
system are paid from the General Fund. It similarly receives a significant portion of sales, individual income and corporate taxes,
and the full amount of most other governmental taxes.

Revenues and expenditures associated with federal
reimbursement-based programs are accounted for in
the General Fund. These programs have various
reimbursement formulas. The Commonwealth pro-
vides grants and contract assistance to several of the
authorities it reports as component units. Most of
these grant and contract assistance activities are
recorded in the General Fund. The fund also includes
financial activities related to stabilization and tax
reduction.

Binding the four mast quarter section together with newly forged
mast bands.
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General Fund
Balance Sheet

June 30, 1997
(Amounts in thousands)

1997 1996 |
ASSETS
Cash and ShOTt-termm IVESIMENLS..........cc.versevssossssesesosssssersssesssosssssssssosnes $ 553,912 $ 828,646 -
Cash with fiscal ZEnt.........cccvrerviireriniece 746 657
Receivables, net of allowance for uncollectibles:
TaXES..veevreirerrraens eeeteree et et eret et e et a s et e R et h e e e b e s e R e bR et esa e e Re e be e b 784,581 688,376
Due from federal gOVEIMMENL..........ocvrvreenirrcimimenisiiiniesissiseesenens 687,685 543,008
Other receivables......ouiiivieniiiiininnienieee st esesressasesressssssensns 159,300 162,521
Due from cities and tOWNS......cccevieeierineesrirreereneresminsieseressessesiesessessesessrsssosees 227,353 222214
Due from other fUNAS....ccievieiiniieeeiiiieiereet e ree e e s ebres e sssinsssvssessssesssans 1,410,222 621,517
Due from component UNitS........cevrerreerieereesrenronecremeesersiosmessninnisiesssosssiosessessins 5,859 -
TOLAl ASSELS..ccvecrereeriecerisriireeresresie s ebesisteeseseerssssssassosensessarssessssssanssssesessenes $ 3,829,658 $ 3,066,939
LIABILITIES AND FUND BALANCES .
Liabilities: i :
ACCOUNLS PAYADIE. ... cvevcverirererererereriiessesererereeresesrorersssssssessesisssessssssessasarsesess $ 7945,118 $ 994,290 -
ACCTUEA PAYTONL....vcviieieeerceirtereteniesretere et ebsssats e re b st b bebsssssas s seseasenas 14,058 31,965
Compensated absences 100,668 96,124
Tax refunds and abatements payable.........cccniimnniiinnoninninnnnnn 415,103 407,380
Due to other fUNdS........cccvvvvriiiniiree e ee e seeessre e snesressnesnens 229,800 -
Due to COMPONENt UMILS......ccveeriermiisisiersssrsiisissseisesesens 51,403 57,767
Due to federal GOVEIMMENL. .....c.veveereiesiiineniiinereiseneen 17,997 17,640
Deferred reVeNUE.........cviviviviiiiniciii s 112,996 107,773
Claims and JUABIMENLS. ........cocvueerririeiesrererssreseorsserssesearsresssssssseresssnesesssessaseserons 11,000 45,788
NOLES PAYADIE...c.virvrrirerieninerenrianiesnesners s esese sttt sssn e sassesseessesssenen - 240,000
TOtal IADIIIEIES. occvvirisisresreienriierreesreesreeesneeessabessbeebeesabesesssessnossessessareensassaeerines 1,898,143 1,998,727
Fund balance (deficit):
Reserved for continuing appropriations........c.ccvvrereveresiesesnnesssersessnssennnes 117,189 169,822 : o
Reserved for tax reduction........covvinicrii 91,764 231,722 i 1
Reserved for commonwealth stabilization........ccceeverivenieresinnnniiesecieeneenns 799,300 543,303 e
Reserved for retirement of indebtedness.........covvvveeverreerennrninneneninrenneesee e 20,814 657
UNEESEIVEU......oeivrriiiiiririnieriieeesieesereessresesseneraessssssessssesssssssessesssaesssssssesnesas 902,448 122,708
Total fund balance (defiCit)......c..cvvervivienririeninirirnieniniesiesesrernesenesseerenne 1,931,515 1,068,212
Total liabilities and fund balancCes..........cccvververeeveininirecien e resrec s $ 3,829,658 $ 3,066,939
L
[
[
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General Fund

j Statement Of Revenues, Expenditures And Changes In Fund Balances
) 1 Fiscal Year Ended June 30, 1997
i (Amounts in thousands)
- 1997 1996
Revenues:
TAXES.c1urvrvarisesessresaesiesesmsesesesessebses st sere bt em RSB SRRebR bR R RS EsRES b R R R $ 7,918,267 $ 7,321,284
ASSESSINENLS......v.0euivvinssisenssersarreorssosenrsssbssisesssssesaresstssnssesssesseressntsserstsesessasesssssses st essasstsnss 207,482 212,138
B Federal grants and reimbursements...........c.cccovniiimiminnnnieness s, 3,066,466 2,938,367
1. DepPartmental..............cnreresermseseresnessmesssesesseresarseerses 549,320 558,668
i MISCEILANEOUS. .....ovvvevesisresessrries st sribas s s r bbb seeris b bR bR b0 146,045 95,400
TOLAl TEVEIUES. ... vvsererrererririsnssserensrsrsesnsssssessissnse s s s ssessbs e sasbas i ass b ebas b sassssossasasersassones 11,887,580 11,125,857
o Other financing sources: i
! Proceeds of capital I6ases.......ccoviviiiiicninei s s 61,906 26,365
o Transfers from component units. ' 5,859 -
Operating transfers iN.........vcviiviniiiiiinii s 461,949 484,882
. Total other fiNANCING SOUTCES......cvvirirmsmiresesmsineiimies e s ares 529,714 511,247
N Total revenues and other fiNANCING SOUICES.......ciueirersnssisinienssniosinernisissrsrsisisssase 12,417,294 11,637,104
Expenditures:
r Current:
P Legislature... e R S eRees 49,308 48,922
iy TUAICHAY e seseermssemssnerersssssssssssossstsssssasssssssssssss st 43,386 57,828
Inspector General...........ccovesirirnnes . 1,680 1,577
- Governor and Lieutenant GOVEIMOL. .......cuiiverinreesrereemessesrenrisreessssemnsestsssstassanssssesssssssses 5,244 4,731
: Secretary of the Commonwealth..........c.rvevcrirrerenes s bttt 10,335 9,611
R Treasurer and Receiver-General.. erersoressrasntsher e berererssr s s easesrens 131,438 87,645
Auditor of the COmmMONWEAItH..........ccccviivrivriniiiiiienneire s erreresssersesesssessessenssrnsseseens 11,149 12,261
Attorney General....... 408 25,036
Ethics COMMISSION.....cvevrirerererrrerneneienessisniessseesesiisismssmosssomsasisissssmssisissstsrssssssrons 607 572
District AHOITEY ......covvviiriirinrsnrsieannaionss . - 378 123
Office of Campaign and Political Finance.........cccveiinnmimiiimn. 334 327
Disabled Persons Protection COMMUISSION..........c.o.cvuvuiveneseressaessesmesessesssssssssssessssrsssssess 1,419 1,350
Board of Library Commissioners...........vuvevnisurises 1,837 -
It Comptroller........ccooarrneriiinmsisonesssnens . " 6,769 6,623
e Administration and finance...... 734,544 726,928
Environmental affairs.............. " 57,556 47,460
Communities and develOPmENt.........c..oceieveienininimerieimesmsirmemsmasssss 98,132 107,098
. Health and hUmMan SErVICES. ..o eeesesrsssssssnssssssesssisssessessrsassssesssssensens 3,483,151 3,397,145
b Transportation and CONSHUCHON...........vimiiiiiii s iees 19,839 18
BAUCALION. ....crveerirrerereierenissecersusesssensserseserersessneesssessesesesesmessesetessasbassesssesossessaessasssssssstsesens 154,839 148,003
1 Educational affairs.........ccciimiminiiiiiissnsiimssisi o - 2,296
§:f ] HIZhEr €UCALON.......ovecrerrervennisssiesrereseessesresessesssssssssssssssssassesserassssssrssssasasssssasssossssessense 87,698 76,304
L Public safety................. . 391,981 363,009
Economic deVelOPIMENL........ccccvuimercineecrmriieieninmiimssnieesissisiiossmiisosssssmessoros 2,172 12,656
. EIder affairs. ..., 137,295 121,590
o CONSUMET BITAITS.....ccoverericirerrireresierisersrseresasiaessiersiseesersssesnsesersssessesestosssestossasstsaasessssrsnenesns 30,964 ‘ 29,392
. LabDOT..osiviiriincseinniiissienisnisssssisssssiesssisssssssssssasesssos s e ssese e bbb s s s on b RS SRR A SR bR 27,275 26,555
MEQICAIM.....oviirrirririrrsssess ittt s assesssess bt sen b s ers e eR s s bbb bbb bbb bR 3,425,331 . 3,172,219
i Pension........ treerererevsersssenr s rsnraesaers rerrerernensrsansasienine 95,946 69,974
L DHIECE 10CAL @I, vuvvveereirecierersressesessscesesrtosesse b ssserssasesss s bt s sbssbes s essassesssassasnssnss 41,287 36,000
L Debit service:
Principal retitemMent. ... .ccovvimcmeniinosi s 583,560 517,107
o Interest and fiscal charges................ OO DTUDT OO UTRPRTRPIO 286,139 307,805
| TOLA] EXPENAIUIES. ..vvvvvvvveveveessresesseessssesissssessesssssesessssssessssssssesesessesassessasessssssssssssssssssssssseseeses 9,922,001 9,418,165
Lo Other financing uses:
OPerating traNSTErS OUL..........ovvivrireveseserseerssessesrrssersssssnssssssssessesssasssmnssosossossssasostsossisessns 528,015 57,7113
o Transfers of appropriations..... . 745,032 686,502
' 3 Transfers to component units.. 358,943 381,259
= Total other financing uses... 1,631,990 1,125,474
' Total expenditures and other fiNANCING USES......covvviimoniniimc. 11,553,991 10,543,639
t B Excess of revenues and other financing sources
L " over expenditures and other financing uses 863,303 1,093,465
. Fund balance (deficit) at beginning of year.........ccoccvvivinane “ 1,068,212 (25,253)
(- | Fund balance (deficit) at end of YEar.........ccocccoiimnmiieiinncineeineniisss s msins $ 1,931,515 $ 1,068,212
58
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Fabrication of the large mid-ship knees, using laminated white oak. Twenty-four knees were restored to the
Constitution’s lower deck.
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Special Revenue Funds

Special Revenue Funds are used to account for the proceeds
of specific revenue sources that are legally restricted to
finance specific functions or activities carried out by the
Commonwealth.

Federal Grants — accounts for federal grant monies
that are designated for specific programs, excluding
-~ federal highway construction grants, which are
accounted for in the Federal Capital Projects Fund, and
federal reimbursement programs such as Medicaid and
AFDC which are accounted for in the General Fund.

Highway — accounts for highway user taxes including
the gas tax and fees; used to finance highway mainte-
nance and safety services, and provide matching funds
for federally sponsored highway projects as required.

Local Aid — accounts for the lottery operating surplus
and forty percent of sales, income, corporate and a
portion of other taxes which have been earmarked for
distribution to cities and towns or are used to finance
programs that benefit local communities and a major
portion of the court systems.

and the diagonal riders below.

- Commonwealth of Massachusetts

Mid-ship knees restored on lower deck. These are the unifying support of the gun deck above

89

Environmental — accounts for a variety of fees, fines, and
other revenues which finance programs to preserve,
protect and enhance the environment.

Lotteries — account for the operations of the State and
Arts Lotteries, which have been established primarily to
finance the Local Aid Fund.

Universal Health Care — accounts for assessments and
other revenues that are dedicated to making health care
and health insurance accessible and affordable to all
citizens of the Commonwealth.

Oil Overcharge — accounts for the fines and penalties col-
lected under federal regulation from certain oil companies
doing business in the Commonwealth, and interest there-
on, being accumulated to provide fuel assistance and
weatherization for low income residents.

Other — accounts for a variety of miscellaneous taxes,
assessments, fees, fines, and other revenues restricted to
the financing of specific Commonwealth programs.

Pt
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Special Revenue Funds
Combining Balance Sheet

June 30, 1997
(Amounts in thousands)

-
Federal
Grants Highway Local Aid Environmental =
ASSETS |
Cash and short-term investments.........coeveeeiveiinerreenns $ - $ 377,291 $ - $ 3,493 o
Cash with fiscal agent...........corvvverrneerininienieniensenennns - 24,077 - - ]
Receivables, net of allowance for uncollectibles: o
TAXES.ccivrerivirerrenreescceeeieessosntr e ne s sssnteesesinas e sirnessen - 43,972 497,223 650
Due from federal government........covvviiveiniivienen, 148,555 43 - 716 B
Other receivables......cooviceverieniorene e reeens - 1,320 ' - 17,850 i
Due from cities and tOWnS.......c.vceeervcrcrnrecnriaeersorenenes - - 667 -
INVENTOTY ..ot e 48,805 - - - e
OLhEr @SSELS.....cevverirereeriveeiessrerssessereseressssrsssesssesessans - - - - : ~
TOtA] ASSELS...vevrerriiriireiririorenresrosssseraensesnssnssressassene $ 197,360 $ 446,703 $ 497,890 $ 22,709
LIABILITIES AND FUND BALANCES 4 1
Liabilities: a
Accounts payable..........ccccoinnnrnnnno, $ 106,351 $ 28,790 $ 167,802 $ 13,884
Accrued payroll........ccoccoveccrerniirninens SO _ 551 798 51 248
Compensated absences.........co.c...... SO 10,934 17,199 27,114 3,339
Tax refunds and abatements payable.............covunen. - 237 276,259 _ -
Due to other funds........ccceeevverieiiversinneniineecenieeeronne 19,479 - 1,185,884 -
Due to component Units......cc.uvvviirmvrmisnsnieesnnnns - 86,808 193,816 -
Due to federal government...........ccoevererenenciininnnees - - - -
Deferred reVENUE.......cocvericveceireciirsvesinsesenssensesesnssens 48,805 171 52,567 ' 1,024
Claims and judgments.........cccmmmrmmesnnnienninnn - - - -
Other accrued liabilities......cooveervvverrenrinniennenerenerenee 7 - - -
Total lHabilities......cvivereeveerrrererierneeseresrrenveesssrsneenes 186,127 134,003 1,903,493
Fund balances (deficits): \ ,
Reserved for continuing appropriations..........c.c.e... - 145 36,755 L]
Reserved for retirement of indebtedness..........ouv... - 24,077 - - e
UNTESETVEd....vvvivveriererrnirrerenrensisrsssissssenseesssesssasenes 11,233 288,478 (1,442,358) (7,159)
Fund balances (deficits)........ccvverireirrererenronnsennes 11,233 312,700 (1,405,603) 4,214
Total liabilities and fund balances.........c.coeervevrnnnn. $ 197,360 $ 446,703 $ 497,890 $ 22,709
|
L
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Totals

Universal
Health Oil
Lotteries Care Overcharge Other 1997 1996

$ 56,143 $ 97,946 $ 13,719 277,721 $ 826,313 $ 755,558
- - - - 24,077 ' 21,914

- - - 18,595 560,440 486,905

- - - - 149,314 184,592

14,748 60,674 - 5,512 100,104 122,927

- - - - 667 627

- - - - 48,805 112,558

2,700 - - - 2,700 -

$ 73,591 $ 158,620 $ 13,719 301,828 $ 1,712,420 $ 1,685,081
$ 41,022 $ 2,884 $ 479 27,249 $ 388,461 $ 452,442
- 6 1 61 1,716 8,979

1,793 2 97 1,073 61,551 57,163

- - - - 276,496 271,068

. . B - 1,205,363 563,095

- - - 4,044 284,668 237,518

- - - 663 663 534

6,217 8,826 - - 117,610 204,482

- - - - - 7,317

- 79,825 - - 79,832 83,627

49,032 91,543 577 33,090 2,416,360 1,886,225

- - - 14,800 63,073 70,951

- - - - 24,077 21,914
24,559 67,077 13,142 253,938 (791,090) (294,009)
24,559 67,077 13,142 268,738 (703,940) (201,144)

$ 73,591 $ 158,620 $ 13,719 301,828 $ 1,712,420 $ 1,685,081
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_ Special Revenue Funds
Combining Statement Of Revenues, Expenditures And Changes In Fund Balances

Fiscal Year Ended June 30, 1997
(Amounts in thousands)

Federal -
Grants Highway Local Aid Environmental “
Revenues: f
$ - 3 516,452 $ 4,349,759 $ 7,512 ‘
- 10,250 - 16,095
1,457,359 2,675 . - 4,307 l
Departmental - 317,283 © 1,761 46,495 i
MISCEIlANEOUS, .....c.curiiireninicriniisrerecereersisiesinneeriareesissarsseseens 41 1,864 282 22,914
TOtal FEVENUES.....cvvvivicreereererinrenneseresesessescoseseersnsensinssssesnens 1,457,400 848,524 4,351,802 97,323
Other financing sources: Cy
Operating transfers iN.......coviveiinmnen, - - 744,794 107 o
Total other financing SOUICES.........ovvereeriniimiricresmronsssssns - - 1 744,794 107
Total revenues and other financing SOurces............coseinne 1,457,400 848,524 5,096,596 97,430 B
g A
Expenditures: o
Current:
JUAICIATY .ot assssenses 266 - 387,245 -
Secretary of the Commonwealth. 765 - 6,135 ] -
Treasurer and Receiver-General..... 1,460 636 2,916 ' -
Auditor of the Commonwealth.... - - 695. . -
Attomey General.........cc.ocnnee R 3,071 8 683 . - ‘
Ethics COMMISSION......vieverevirernrseeseresrennsisinnenssmrrnsnsesssonses - - 582 - 2
DiStrict AfHOMEY ....crereverrrriniiiinereeeerererorenresesersassssonsoneres 684 - 54,136 - )
Office of Campaign and Political Finance - . - 336 -
Disabled Persons Protection Commission.........cocuvvvvaereeens 46 - - -
Board of Library Commissioners.........ccvuvvvreceeriruverensssveses 2,498 - 2,031 -
Comptroller......ouvcoeercrncrarnianens - - - -
Administration and finance 1,939 5,426 99,684 4,718
Environmental affairs..........cooorereenee 17,610 27,112 22,330 63,649
Communities and development... 216,035 - 28,872 -
Health and human services.......... 559,635 - 1,005 -
Transportation and construction.. 12,482 118,413 5 -
Education..........ocovvuvenvvernenennes 389,507 29,296 423,590 419
Educational affairs, - - - .
Higher education.... 1,595 - 209 -
Public safety.............. 23,705 186,361 232,748 15,156
Economic development. 7,015 - - -
Elder affairs....... 25,994 - 9,192 -
Consumer affairs 70 . 2,045 - -
Labor.........couvee.. 134,390 2 113 -
Medicaid.. - - 72,000 -
Pension........ - 36,606 280,024 474
Direct 10€al @id......virviereeririniiiiiorerreeesrirerereseees - 51,824 3,584,225 119 )
Debt service: . ;
Principal TEtiremMENt......c.o..vveveieireesienresrsaensessneesersesseesenss - 126,022 40,877 -
Interest and fiscal charges.........cccceveivenenriviniercrnnineroenes - 170,933 68,003 -
Total eXPEnditures........ccvvvrersrernierersseserioireesesseresessersssnes 1,398,767 ’ 754,684 5,317,636 84,535 i
Other financing uses: . .
Operating transfers out...........ccouovrvevenee e erestrterasrersees 60,414 2,982 144,827 12,805
Transfers of appropriations.. . - - 54 1,829 )
Transfers to COMpPONENt UNILS..........coevererereerrererersserinsssnesnsens 1,000 112,286 248,770 - L
Total other fINANCINE USES.....cvverirecrrrrencormmisrersoremenssenennes 61,414 115,268 393,651 14,634 D
Total expenditures and other financing uses 1,460,181 869,952 5,711,287 99,169
Excess (deficiency) of revenues and other financing sources ! I
over expenditures and other financing uses (2,781) (21,428) (614,691) (1,739) -
Fund balances (deficits) at beginning of year.............coeveveneee 14,014 334,128 (790,912) 5,953
Fund balances (deficits) at end of year.........ccccvrenneivsvvirrscenns $ 11,233 $ 312,700 $ (1,405603) § 4,214 -
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Totals

Universal
. Health Oil
' Lotteries Care Overcharge Other 1997 1996
$ 2,548 $ . $ - $ 235,939 $ 5,112,210 $ 4,604,454
- 304,782 - 13,495 © 344,622 382,300
T - 15,000 . - 1,479,341 1,516,586
‘ 3,357,881 86,319 - 36,497 3,846,236 3,761,579
16,856 3,141 1,518 9,348 55,964 154,881
3,377,285 409,242 1,518 295,279 10,838,373 10,420,300
] 5,024 28,078 . 185,070 963,073 934,179
5,024 28,078 . 185,070 963,073 934,179
3,382,309 437,320 1,518 480,349 11,801,446 11,354,479
. . - - 1,855 389,366 346,652
. - . - 6,900 5318
2,573,450 . - 535 2,578,997 2,488,659
. . - . 695 722
. - . 950 4,712 3,805
- Co. - - 582 575
. - . 6,656 61,476 54,891
- - . . 336 329
- - - : - 467" 44
. . . . 4,529 4,461
- . - - . 14
. 61 . - 90,842 202,670 215,893
- - 87 7,273 138,061 157,930
. - 976 - 245,883 240,280
- 366,752 - 96,005 1,023,397 1,208,403
- " - . 130,900 154,621
- . . 28,717 871,529 809,701
. - . . - 11,368
- - . 180 1,984 3,720
- - - 10,391 468,361 477,630
- - 2,487 21,418 30,920 98,635
- - . 1,128 36,314 33,598
- . . 4,366 6,481 6,004
. 20,461 . 6,604 161,570 94,301
. . - - 72,000 68,931
- - . . 317,104 312,536
k - . - , . 3,636,168 3,315,232
s
. - . 2,210 169,109 167,159
. - - 541 239,477 199,710
f k 2,573,450 387,274 3,550 279,671 10,799,567 10,481,622
o ,
770,161 . 31,161 126 99,033 1,121,509 1,203,816
. 29 . 92 2,004 2,012
o . . . 19,106 381,162 281,774
o 770,161 31,190 126 118,231 1,504,675 1,487,602
3,343,611 418,464 3,676 397,902 12,304,242 11,969,224
B
Lo 38,698 18,856 (2,158) 82,447 (502,796) (614,745)
. (14,139) 48,221 15,300 186,291 (201,144) 413,601
r $ 24,559 $ 67,077 $ 13,142 $ 268,738 $  (703940) $  (201,144)
L
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Budgeted Special Revenue Funds

Combining Statement Of Revenues, Expenditures And Changes In Fund Balances -
Statutory Basis - Budget And Actual

Fiscal Year Ended June 30, 1997 ‘ -
{Amounts in thousands) :

Highway Local Aid
Variance Variance
Favorable Favorable f
Budget Actual (Unfavorable) Budget Actual (Unfavorable) v
Revenues: '
| TAXES. v teveriereiriireeireereserecrssers e se s bebesesaareresiar e sea sess $ 516,100 $ 514,560 $  (1,540) $ 4,169,000 $ 4,297,166 $ 128,166
! ASSESSINCIS .....ceveveseereeresssesssssoneenssassres - 10,250 10,250 . - .
Federal grants and reimbursements 4,000 2,675 (1,325) - - - :
Departmental .. 320,000 317,357 (2,643) 2,100 1,761 (339) .
! Miscellaneous.............o.c.n. - 1,836 1,836 - 282 282
i TOtal TEVENUES.......veevrirrrnsireccrnrirecersssscssseeerersossressismsessines 840,100 846,678 6,578 4,171,100 4,299,209 128,109

Other financing sources: o

Fringe benefit COSt rECOVEMY...unvvnnimmrmrirniirinns - C- - - - - o
Operating transfers in . - - - 631,200 684,794 53,594
Stabilization transfer............... \ - - - - - -
Transfer for tax reduction............ - - - - 60,000 60,000
Total other financing sources... - - - 631,200 744,794 113,594
Total revenues and other financing SOUICeS...........coerrerereres - 840,100 846,678 6,578 4,802,300 5,044,003 241,703

Expenditures:

JUICIATY oot e nis - - - 392,727 381,713 11,014
Secretary of the Commonwealth.........cccovvevrevovervenveeennnns - - - 6,120 6,106 14
Treasurer and Receiver-General............ccoceveveereenrennnieinnens 709 636 73 3,512 2,916 596
Auditor of the Commonwealth . - - - 696 695 1
AHOmEY GENEMAL.........cooevieverririininesirecre oo essenereseesaenass 8 8 - 685 682 3
Ethics Commission....... H s - - - - 584 584 -
District Attorney...... . ceerresessairenes - - - 54,027 53,517 510
Office of Campaign & Political Finance............. PR - - - 336 336 -
Disabled Persons Protection Commission - - - - - -
Board of Library Commissioners - - - 2,037 2,025 12
Comptroller............. " ¥ - - - - - -
Administration and finance oot 5,881 5,428 453 152,840 120,055 32,785
Environmental affairs 29,411 27,158 2,253 28,442 26,647 1,795
Health and human services - - - 11,260 1,009 10,251
Transportation and CONStruCtion.........coceeveveerevcsesereeerrerennee 179,515 177,115 2,400 117,355 117,000 355
Education................ . - - - 143,146 138,476 4,670
Higher education...... - - - 304 263 41
Public safety............ 188,367 186,212 2,155 239,833 232,826 7,007
Economic development - - - 30,696 29,872 824
Elder affairs.......ccooenirmmcmiiiie e - - - 9,249 9,192 57
Consumer affairs 2,040 2,032 8 - - -
Labor. . o 2 2 - 128 113 15
MediCaid....uvvieiriererecveiiririieie v sereens - - - 72,000 72,000 -
PENSION....coverreriirrreveenirninnerceressienns [T 74,836 74,185 651 638,123 635,480 2,643

Direct local @id........cccoovvveevierrniinieinnerereeeinenesesssesessssseses 43,472 43,472 - 3,519,676 3,513,828 5,848"\:

Debt service: o .
Principal retirement.. et asaons 127,700 126,022 1,678 41,421 40,877 544 Ll
Interest and fiscal ChArZes...c.cicuervererereninnvncrreseeresersennees 173,209 170,933 2,276 68,908 68,003 905 [
Total expenditures.... " 825,150 813,203 11,947 5,534,105 5,454,215 79,890

Other financing uses: i
Fringe benefit oSt asSESSMENL.........ccovvuvevririverissnreererenene - - - - 46,014 (46,014) [
Operating transfers out.........cccceererrirornns " . 48937 48,937 - 137,024 137,024 - i
Stabilization transfer..........covviveriirirvorennieneenrrssesensnnies - - - - 53,701 (53,701)

Transfer for tax redUCtion. .........cveevvsiriccrsinnniniiseereneneens - - - - - - .
Total other fiNAnCINg USES.......covvereriecrrerecnriirisenissssnsinns 48,937 48,937 - 137,024 236,739 (99,715) ) |
Total expenditures and other financing sources...............v... 874,087 862,140 11,947 5,671,129 5,690,954 (19,825)

Excess (deficiency) of revenues and other financing Loy
sources over expenditures and other financing uses.............. (33,987) (15,462) 18,525 (868,829) (646,951) 221,878 ‘ 5

Fund balances (deficits) at beginning of year (as restated)......, 389,349 389,349 - (708,878) (708,878) - i

Fund balances (deficits) at end of year. $ 355,362 $ 373,887 $ 18525 $ (1,577,707)  $(1,355829) § 221878
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Commonwealth Stabilization Administrative Control Environmental
L Varlance Varlance Variance
' ‘ Favorable Favorable Favorable
Budget Actual (Unfavorable) Budget Actual (Unfavorable) Budget Actual (Unfavorable)
3 - $ - $ - $ - $ 271,400 $ 278975 $ 7,575 $ 8,500 $ 7,502 $ (998)
. . - . - - - 16,154 16,154
- - - - 41,256 41,256 3,300 3,806 506
21,000 - (21,000) 11,336 79,523 68,187 80,538 47,240 (33,298)
- 21,744 21,744 - 16,407 16,407 - 22,939 22,939
21,000 21,744 744 282,736 416,161 133,425 92,338 97,641 5,303
- - - - 671 671 - - -
) - - - - 59,651 59,651 100 107 7
w) - 234,253 234,253 - - - - - -
) - 234,253 234,253 - 60,322 60,322 100 107 7
- ' 21,000 255,997 234,997 282,736 476,483 193,747 92,438 97,748 5310
- - - 3,478 3,478 - - - ‘ .
- - - 125 125 - - - -
- - - 38 38 - - - -
- - - 28 28 - “.\:.v = = -
- - : - 32 32 - - - .
. - W 641 626 15 - - .
- - - V. 131,069 82,388 48,681 7,381 4,718 2,663
o - - - 1,184 1,155 29 77,138 70,748 6,390
B - - - 15,186 13,199 1,987 - - -
- - - 1,063 1,056 7 - - -
. - - - 131 131 - - . -
i - - - 11,086 8,702 2,384 1,886 1,827 59
- - - 23,547 23,249 298 17,125 15,157 1,968
- - - 132 132 - - - -
- - - 20 20 - - - -
- - - 314 314 - - - -
- - - 32 32 - - - -
- - - . - - 1,016 1,011 5
- - - 273,879 253,065 20,814 - - -
- - - 20,500 20,500 - - - -
- - - 482,485 408,270 74,215 104,546 93,461 11,085
£ -
L - - - - 572 572) - 12,672 (12,672)
- - - 52,650 52,650 - 135 135 -
b - - - 150,000 150,000 - - - -
L - - - 202,650 203,222 (572) 135 12,807 (12,672)
- - - 685,135 611,492 73,643 104,681 106,268 (1,587)
B | ‘
L 4 21,000 255,997 234,997 (402,399) (135,009) 267,390 (12,243) (8,520) 3,723
i
543,303 543,303 - 290,763 290,763 - 7,765 7,765 -
P $ 564,303 $ . 799,300 $ 234,997 $ (111,636) § 155,754 $ 267,390 $ (4478 3 (755) % 3,723
L (continued)

=
1
|
i
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Budgeted Special Revenue Funds

Combining Statement Of Revenues, Expenditures And Changes In Fund Balances -

Statutory Basis - Budget And Actual

Fiscal Year Ended June 30, 1997
(Amounts in thousands)

Other Totals
~ Variance “Variance
Favorable Favorable
Budget Actual (Unfavorable) Budget Actual (Unfavorable)
Revenues:
$ 155,100 $ 219,395 $ 64,295 $ 5,120,100 $ 5,317,598 $ 197,498
- - - - 26,404 26,404
Federal grants and reimbursements.. - - - 7,300 47737 40,437
Departmental................... 23,526 25,731 2,205 458,500 471,612 13,112
Miscellaneous - 212 212 - 63,420 63,420
TOtAl TEVENUES......ccovreerrereeirireerereienseestsiesssessennseessenesaerens 178,626 245338 66,712 5,585,900 5,926,771 340,871
Other financing sources:
Fringe benefit Cost TECOVETY.....ccormiinmiiireeriinaiisesinrsennns - - - - 671 671
Operating transfers iN..........coveconiemeesssenesonsnensieecserssnens - 130,671 130,671 631,300 875,223 243,923
Stabilization transfer... - - - - 234,253 234,253
Transfer for tax reduction - - - - 60,000 60,000
Total other fiNANCING SOUICES.......vcvevereerivieirieiriereeernirnsaens - 130,671 130,671 631,300 1,170,147 538,847
Total revenues and other financing SOUrces..........ccovevevuvinne 178,626 376,009 197,383 6,217,200 7,096,918 879,718
Expenditures: ]
JUICIATY c...cvvreeenrerercearcesereiebrsasaeee e ssr b s sesesesesranes - - - 396,205 385,191 11,014
Secretary of the Commonwealth... - - - 6,245 6,231 14
Treasurer and Receiver-General..., 622 534 88 4,881 4,124 757
Auditor of the Commonwealth.. - - - 696 695 1
Attomey General................ 953 950 3 1,646 1,640 6
Ethics COMMISSION. ... - - 612 612 -
District AOMEY......peeererririivecressesressrereennes 6,500 6,440 60 60,527 59,957 570
Office of Campaign & Political Finance. - - - 336 336 -
Disabled Persons Protection Commission...........cccccevrrverenes - - - 32 32 -
Board of Library Commissioners - - - 2,037 2,025 12
Comptroller - - - 641 626 15
Administration and finance 52,924 30,658 22,266 350,095 243,247 106,848
Environmental affairs...........cccoeevmiveneererennninnensisesnensersens 1,612 1,576 36 137,787 127,284 10,503
Health and human SErVICES...........cvevivereverrirerereirenrenarnrenne 99,687 95,285 4,402 126,133 109,493 16,640
Transportation and construction..............ccc.c..... - - - 297,933 295,171 2,762
EdUCAION......covriicrieireeieriisiieeieies e reresensereanresaesesssesessannns 29,045 28,718 327 172,322 167,325 4,997
Higher education.. 357 272 85 13,633 11,064
Public safety............... 5,740 5,638 102 474,612 463,082
Economic development.............ceeceercnneecnnns 26,780 24 959 1,821 57,608 54,963
Elder affairs 1,574 1,131 443 10,843 10,343
Consumer affairs 3,505 2,822 683 5,859 5,168
LaDOT...cciviicrrinreecreetieirriseeeeae s sesass st esesn b enasesesesensesanas 8,289 7,828 461 8,451 7,975
i - - - 72,000 72,000 -3
Pension - - - 713,975 710,676 3,299
Direct 10cal id.....vuccrmvevevesmmrersecessmnnsrissmeccsesssssssesseessosssssssonss - - - 3,563,148 3,557,300 5,848
Debt service:
Principal retirement...........cocovnvenerrsisercecrrneeverenne - - - 443,000 419,964 23,036
Interest and fiscal Charges....cccveveveeriverienievenrivenseserenninens 5 5 - 262,622 259,441 3,181
Total eXPENdItUIES. .....cucorreeeerrimecirrsrnerereressissarerrseseesonsanene 237,593 206,816 30,777 7,183,879 6,975,965 207,914
Other financing uses:
Fringe benefit coSt aSSESSMENL.............coevvvrereeerereeeseririsenes - 3,759 (3,759) - 63,017 (63,017)
Operating transfers OUL..........eeevruvrerevereenverneniseerermssnsossenns 10,321 10,321 - 249,067 249,067 -
Stabilization transfer - - - - 53,701 (53,701)
Transfer for tax reduction, - - - 150,000 150,000 -
Total other fiNANCING USES.....cvevevvrivirieernrinrerereeseerereenannes 10,321 14,080 (3,759) 399,067 515,785 (116,718)
Total expenditures and other financing sources.................... 247914 220,896 27,018 7,582,946 7,491,750 91,196
Excess (deficiency) of revenues and other financing
sources over expenditures and other financing uses...... (69,288) 155,113 224,401 (1,365,746) (394,832) 970,914
Fund balances (deficits) at beginning of year (as restated)....... 85,217 85,217 - 607,519 607,519 -
Fund balances (deficits) at end of Year.......c..o.occooveeevvvarnvennnne $ 15929 $ 240,330 $ 224401 $ (758,227) $ 212,687 $ 970,914

Commonwealth of Massachusetts
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~ Capital Projects Funds

Capital Projects Funds are used to account for the financial
resources used to acquire or construct major capital assets and
to finance local capital projects.

General — accounts for proceeds of bonds sold to fund
the construction or acquisition of capital assets for gen-
eral Commonwealth purposes, excluding highway con-
struction and projects targeted for specific localities or
purposes.

i Capital Investment Trust Fund — to account for a trans- -
™ fer from the general fund to fund appropriated items of a
capital nature specified in Section 107 2E of Chapter 88

of the Acts of 1997.

Highway — accounts for the proceeds of bonds sold to
finance construction of state highways and to fund the
Commonwealth’s share of federally sponsored highway
construction,

the protective barrier against marine organisms and growth.

Commonwealth of Mas;cachusetts 97

Federal Highway Construction — accounts for federal
highway construction projects which, with the
Commonwealth’s required share of matching funds,
finance interstate highways and similar projects within
Massachusetts to promote a nationwide highway sys-
tem.

Local Aid — accounts for the proceeds of bonds sold to
finance the construction of correctional facilities, water
pollution abatement projects and other local projects in
specific localities of the Commonwealth.

Other — accounts for the proceeds of bonds sold to
. finance land acquisition for economic development,
preservation and recreational purposes, and other capital
projects.

A Ten tons (3,200 sheets) of copper held on with 400,000 copper nails were hand-driven in place. The copper is
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Capital Projects Funds
Combining Balance Sheet

June 30, 1997
(Amounts in thousands)

Capital
Investment
General Trust Highway
ASSETS
Receivables, net of allowance for uncollectibles:
Due from federal government............ccocvvveerceerensvennnnes $ 4,101 $ - 5 -
 Other receivables........ocoiiiiinicnien, - - -
Due from other funds..........oceevveeieciveniiinrennirerrerreeneenes - 229,800 -
TOtAl @SSELS.....ecrverecrerirrireierereereriesressnsnssiessessessessenesenns $ 4,101 $ 229,800 $ -
LIABILITIES AND FUND BALANCES
Liabilities:
Accounts payable.........coocivcrinrnninnnnee s $ 74,168 $ - 3 53,458
Accrued payroll........ocvvininciinen s 44 - 183
Compensated absences...........ovuviernmeesinensinienmonons 520 ) - 3,928
Due to other funds.......ocevviviiniinimiiiiinn 62,568 o - 102,921
Due to COMPONENt UNit.......vvcerererirresisrererssereresnsesessens 27 ‘ - -
Due to federal government...........c.ocovvvrervenrenvesiereneene. - - -
Deferred revenue..........ccooeevvernennee, IR - - -
Claims and judgments................... heeereeeaenreeseneereenes - - 60,700
Total Liabilities....ooveerrrurrerererreriserenrererissoeesnnineersessanes 137,327 - 221,190
Fund balances (deficits):
Reserved for Capital Projects........c.ccovvervvvrieeersrernneenns - 229,800 -
UnNreserved.....comrnnensioriensnnnisresncnsnenseseseresessennns (133,226) -, (221,190)
Fund balances (deficits).......cocverieerenrecrininernnrenenrorenns (133,226) 229,800 (221,190)
Total liabilities and fund balances.........c..coceevverinennen, $ 4,101 $ 229,800 $ -
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Federal Totals

Highway

, Construction Local Aid Other 1997 1996
- $ 161,426 $ - $ - $ 165527  §$ 118,823
133 - - 133 1,046
) 20,018 - - 249,818 27,059

D

$ 181,577 $ - $ - $ 415,478 $ 146,928
$ 181,443 $ 21,187 $ 983 $ 331,239 $ 293,082
1 10 - 238 _ 1,306
A 8 5 - 4,461 4,376
- 49,769 386 215,644 69,068
- - - 27 ‘ 637
- - - - 761
107 - - 107 95
- R - - 60,700 -
181,559 70,971 1,369 612,416 369,325
- - - 229,800 -
18 (70,971) (1,369) (426,738) (222,397)
18 (70,971) (1,369) (196,938) (222,397)
$ 181,577 $ - $ - $ 415,478 $ 146,928
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Capital Projects Funds
Combining Statement Of Revenues, Expenditures And Changes In Fund Balances

Fiscal Year Ended June 30, 1997
(Amounts in thousands)

Capital
Investment
General Trust Highway

Revenues: v '

Federal grants and reimbursements...........cccevereeeererrinisnions $ 19,465  $ - 8 -

Departmental........cccccovninniininniinn peer - -

MISCEIIANEOUS. ......evvevrererieereisrsreecarsssernnenresiressnssssssiessessens 9 - 5

TOLAl TEVEIUES......evvvveroesessseesssseessssessessssssesssssssssesesssssessnens 19,474 - 5
Other financing sources:

Proceeds of general obligation bonds..........cecvvvrereerernssines 271,882 - 474,788

Proceeds of special obligation bonds........c.c..covnivinecirnnnns - - -

Proceeds of refunding bonds.......cc.evnnveiniicinnninicninn 301,333 - 337,464

Operating transfers in.......c..c.coveevernrinnens presee e 9,503 229,800 80,000

Total other financing SOUCES......covuveerrrurercrrrrinnes e 582,718 229,800, 892,252

Total revenues and other financing sources..........ccovierennn 602,192 229,800 892,257
Expenditures:

Capital outlay:

Local @id. ..o - - -

Capital acquisition and construc'ti’_on..........‘ .......................... - 313,366 - 543,763

TOtal €XPENItUIES...versevrrrressesererresereerrresseees ereeeesesa 313,366 - 543,763
Other financing uses:

Payments to refunded bond escrow agent...........vvvriiennnnns 301,333 - 337,464

Operating transfers out........cceveereverrervecenes erere oo sentes 3,473 - 125,780

Transfers of bond proceeds.........ouvevrinrnncrininencenne 34,847 - 130

Transfers to component units.............. cebrerersererines retrerineeaenes 2,627 - -

Total other fiINANCING USES......cvecrvvinreriirensienrennrireesseenrnsnes 342,280 - 463,374

Total expenditures and other financing Uses............covrvunene 655,646 - 1,007,137
Excess (deficiency) of revenues and other ﬁnancing.sources

over expenditures and other financing uses...........ccoevevurverene - (53,454) 229,800 (114,880)

Fund balances (deficits) at beginning of year............cocccrerivenenn (79,772) - (106,310)
Fund balances (deficits) at end of year......c...ccvevereverevnrenserenes 3 (133,226) $ 229,800 $ (221,190)
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Totals

Federal
Highway
i Construction Local Aid Other 1997 1996
$ 1,016,165 $ - $ - $ 1,035,630 $ 888,352
- - - . 1,350
_ 1,150 - , - 1,164 1,475
i 1,017,315 - . 1,036,794 891,177
- 149,398 3,403 899,471 939,658
, - - - - 147,457
;) - 83,824 - 722,621 -
C 175,958 - - 495,261 132,423
175,958 233,222 3,403 2,117,353 1,219,538
% 1,193,273 233,222 , 3,403 3,154,147 2,110,715
- 181,179 - 181,179 115,742
1,189,550 . 4,079 2,050,758 1,672,544
1,189,550 181,179 4,079 2,231,937 1,788,286
o - 83,824 . 722,621 -
v 3,892 259 1 133,405 108,315
- - - 34,977 28,888
> - 3,121 - 5,748 ‘ 3,038
i 3,892 87,204 1 896,751 140,241
, 1,193,442 268,383 4,080 3,128,688 1,928,527
I \\ -
: |
(169) (35,161) (677) 25,459 182,188
[ 187 (35,810) (692) (222,397) (404,585)
$ 18 $ (70,971) $ (1,369) $ (196,938) $ (222,397)
|

}'.
!
L
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- Internal Service Funds

o
'

Internal Service Funds are used to account for the risk financing and insurance related activities of the Commonwealth.

Employees Workers' Compensation —
accounts for the activities of the
: i Commonwealth’s Self Insurance Program

) for state employees Workers Compensation.

Central Artery Workers’ Compensation —
4 accounts for the Commonwealth Insurance

" Program for all contractors and sub contrac-
s tors on the Commonwealth’s Central Artery/
& Third Harbor Tunnel Project.

- Employees Group Health Insurance —
accounts for the Commonwealth Group
2 Health and Life Insurance programs for
Commonwealth employees and retirees.

All copper and iron fasteners used in the restoration of the ship are
unique to the Constitution and were fabricated by a shipsmith.

.
b
E;

PO
.
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Internal Service Funds
Combining Balance Sheet

June 30, 1997

| (Amounts in thousands)

‘ Totals
‘ Employees  Central Artery  Employees
Workers' Workers' Group Health
Compensation Compensation Insurance 1997 1996
ASSETS
Restricted INVESHMENLS.......ouvcveversreicirriresinerererersrsassesssenns $ - $ 223219 $ - $ 223,219 $ 187,929
Assets held In trUSt. e - - 15,087 15,087 18,789
Due from other funds........ccovmiiinimnini. 35,400 - - 35,400 33,255
TOtAl ASSELS...vceuivemirenirsmiinicinies e isssisrsens $ 35,400 $ 223,219 $ 15,087 $ 273,706 $ 239,973
LIABILITIES AND FUND EQUITY
Liabilities: '
Claims and Judgments...........cvrverrcminmnirsesenesiersmniin $ 286,600 $ 78,079 $ 49,365 $ 414,044 $ 391,053
Total Habilities.....ooerviveniniiimiienien. 286,600 78,079 49,365 414,044 391,053
Fund equity (deficit):
Retained earnings:
Reserved for central artery workers' compensation......... - 145,140 - 145,140 129,808
Unreserved.......oooneninee (251,200) - (34,278) (285,478) (280,888)
Total fund equity (defiCit)......c.oviviiirisesrieniinniinenn, (251,200) 145,140 (34,278) (140,338) (151,080)
Total liabilities and fund equity.........ccccereirerniresnnercccinens $ 35,400 $ 223219 $ 15,087 $ 273,706 $ 239,973
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Internal Service Funds

Combining Statement Of Revenues, Expenses And Changes In Retained Earnings

Fiscal Year Ended June 30, 1997
{Amounts in thousands)

: Totals
Employees Central Artery Employees
Workers' Workers' Group Health
Compensation ~ Compensation Insurance 1997 1996
‘ Operating revenues: '
] Premiums. ..o oo $ 43,609 $ 35,601 $ 618,203 $ 697,413 $ 702461
. Total operating revenues 43,609 35,601 618,203 697,413 702,461
‘ , Operating expenses:
L Claims and judgments........cccouvvivvoninisennniiiinns 41,464 7,819 621,905 671,188 682,561
Change in incurred but not reported claims...... 3,600 19,958 (567) 22,991 (48,764)
r Net claims and judgments.......coevivveiviirininines 45,064 27,777 621,338 694,179 633,797
B Operating iNCOME........covviiveriininissssirenienns (1,455) 7,824 (3,135) 3,234 68,664
r Non-operating revenues: »
. INterest INCOME. ....iiivnrisririirrieneesseresnersesverseessee - 7,508 - 7,508 3,675
Total non-operating revenues.........oooveverivirenen. - 7,508 - - 7,508 3,675
) Net iNCOME...cvvireveririrenrcirimcerstrerenins (1,455) 15,332 (3,135) 10,742 72,339
Retained earnings (deficit) at beginning of year.. (249,745) 129,808 (31,143) (151,080) (223,419)
Retained earnings (deficit) at end of year............ $ (251,2000) $ 145,140 $ (34,278) $ (140,338) $ (151,080)

o
b .
e :
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Internal Service Funds
Combining Statement Of Cash Flows

Fiscal Year Ended June 30, 1997
{Amounts in thousands)

Totals
Employees Central Artery Employees B
Workers' Workers' Group Health :
Compensation Compensation  Insurance 1997 1996 P
Cash flows from operating activities: - :
Operating income (J0SS).....cooverivnmrenisinressiinsioressnnes $ (1,455 $ 7,824 $§ (3,135 $ 3,234 $ 68,664
Adjustments to reconcile operating income to net cash
provided by operating activities:
Change in assets and liabilities: =
Assets held in trust.......connninin, - - 3,702 3,702 (169) L
Due from other funds................. (2,145) - - (2,145) (4,888) o
Claims and judgments 3,600 19,958 (567) 22,991 (41,744)
Total adjustments........cceervnrerersinniicineens : 1,455 19,958 3,135 24,548 (46,801)
Net cash provided by operating activities...........c.cvvervrereenenan - 27,782 - 27,782 21,863
Cash flows from investing activities:
Purchases of investments - (35,290) - (35,290) (25,538)
INtErest INCOIMIE. ..veuuveirreiriireerrisiveiiiissseierasessneessvessseensenssesens - 7,508 - 7,508 3,675
Net cash used for investing activities........orvreereinnicrscsnisisins - (27,782) - (27,782) (21,863)
Net increase in cash and cash equivalents........ccoovvicrrirnnnnn, - - - - -
Cash and cash equivalents at beginning of year.............ccccue.. - - - - -
Cash and cash equivalents at end of Year........c.ovuvcrverrirsiricrenn. - $ - $ - $ - $ -
.
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Fiduciary Funds

Fiduciary Funds are used to account for assets held by the
Commonwealth in a trustee capacity or as an agent for
individuals, private organizations or other governments.

EXPENDABLE TRUST FUNDS:

Expendable Trust - accounts for various gifts, bequests or con-
tributions held by the Commonwealth of which both principal
and interest may be expended for purposes designated by the
donor.

Unemployment Compensation - accounts for unemployment
taxes collected from employers and held by the United States
Treasury in the Federal Unemployment Trust Fund, from which
funds are drawn for the payment of benefits to the unemployed.

NONEXPENDABLE TRUST FUNDS:

Nonexpendable Trust - accounts for various gifts
and bequests held by the Commonwealth, of
which only the income may be expended for pur-
poses specified by the donor.

PENSION TRUST FUNDS:

Pension Trust Funds - account for the net assets
held in trust for the State Employees’ and
Teachers’ Retirement Systems for the payment of
retirement, disability and death benefits to mem-
bers of these retirement systems.

AGENCY FUNDS:

Central Agency Funds - account for cash and
investments held or managed by the
Commonwealth on behalf of others, including the
investments made by cities, towns and local
authorities in the Massachusetts Municipal
Depository Trust and Pension Reserves

Investment Trust, employees’ contributions to the deferred
compensation plan, annuity contracts held for lottery prize
winners, and local option taxes collected but not yet remitted.

Court Escrow and Client Accounts - account for assets held in
escrow accounts by the Commonwealth’s court system pend-
ing settlement of outstanding litigation and by the human ser-
vice departments on behalf of patients, clients and inmates,
and for child support payments collected or receivable and not
yet remitted to custodial parents.

Statutory Bonds and Deposits - account for deposits required
from insurance companies and similar organizations doing
business within the Commonwealth, to protect citizens
against the risk of loss due to business failure.

Tying a mouse on the 10 inch fore stay. The mouse acts as a stopper on

the stay.
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Fiduciary Fund Types
Combining Balance Sheet

June 30, 1997
(Amounts in thousands)

Non- .
Expendable expendable Pension
Trust Funds Trust Funds Trust Funds
ASSETS
Cash and short-term iNVeStMentS.......c.vvcvirerrerneressesversennes $ 132,788 $ 5,835 $ 869,492
DEPOSILS. cvevrrerrerrerretrerireereesesensrssese s sssie st sr e ses e 1,222,725 - -
INVESTMENLS....eeiveereerreerecerreessenrnosseessressromiessossssiosssessessns - - 18,969,346
Investments of deferred compensation plan............ccceuun. - - -
ANNUILY CONTACtS. vieiviiiiieeiiiiiieeesiesresesnnes - - -
Assets held in trust.......covve e, - - -
Receivables, net of allowance for uncollectibles:
TAXES...cooveeirirerererieeinrerentereirereevssreesivreaesienasestnneonneenns 328,977 - -
Due from federal government..........ccoveerieenerencernnnenne. 1,549 - -
LLONS.c it ireevrere e i sbesie e st e e sreesrrasortseresesrsaesaaeans 2,943 - -
Other receivables.........c.coceernenne. et ereeer e reeesre st e esaane 16,992 - 218,393
TOtal @SSELS..evrervrererrrmreriersirerseesesrs et e esnesesas $ 1,705,974 $ 5,835 $ 20,057,231
LIABILITIES AND FUND BALANCES
Liabilities:
Accounts payable.........ovuvevreiinieisc s $ 42,328 $ - $ 493,513
Accrued payroll......ceecnienenennen 34 - -
Compensated absences 388 - -
Tax refunds and abatements payable.......c...ccveirirenens 8,998 - -
Due to cities and tOWnS......oveeeriiinieniniecreneniennnoenns - - -
Due to other funds.........c.ocevcvvereerveerieeriensesreesrissiserssons - - 3,657
Due to federal government........coveevvereereeneerseessorsvornes - - -
Deferred reVENUE.....c.vccverieieceeniriresceresssieesvossssseenasenne 13,519 - -
Prizes payable.......ccoeviverreinnesiinisieniienn - - -
Deferred compensation benefits payable..........co.......... - - -
Agency lHabilities.......ocrvicnrinenieiinnnneesnieene - - ‘ -
Other accrued Liabilities.....ccceveervieeeniienineninerieeensenvenns 9,210 - -
TOtA] HADIlIES...vvvvvevvrsosssnsssessseeessesessssnsssssssessssssssns 74,477 - 497,170
Fund balances:
Reserved for employee's pension benefits........cooovvrens - - 19,560,061
Reserved for unemployment benefits..........ccovvrvrennene 1,515,080 - -
Reserved for nonexpendable trusts..........c.ccooenineiennns ‘ - 5,835 -
UnNreserved....covivinneiiiiiiiieeeesnnesssseosrmsnesssesesesssnenes 116,417 - -
Total fund balances...........cocevrevceerrernninerivnnneescesieniernes 1,631,497 5,835 19,560,061
Total liabilities and fund balances...........c..cocvereervenenn. $ 1,705,974 $ 5,835 $ 20,057,231
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Totals

Agency
] Funds 1997 1996
| $ 1,500,484 $ 2,508,599 $ 1,774,156
- 1,222,725 761,987
| 559,546 19,528,892 16,205,800
' 1,837,892 1,837,892 1,480,844
1,285,021 1,285,021 1,164,223
1,743,981 1,743,981 1,683,251
- 328,977 331,546
£ - 1,549 1,623
‘ - 2,943 3,330
38,000 273,385 203,201
& $ 6,964,924 $ 28,733,964 $ 23,609,961
$ 8,991 $ . 544,832 $ 241,969
‘ - 34 280
‘ - 388 240
L - 8,998 7,111
20,142 20,142 18,147
I - 3,657 7,932
& - - 51
- 13,519 33,303
1,285,021 1,285,021 1,164,223
1,837,892 1,837,892 1,480,844
3,812,878 3,812,878 3,534,108
. - 9,210 3,833
L 6,964,924 7,536,571 6,492,041
B . 19,560,061 15,956,271
- 1,515,080 1,043,033
| - 5,835 5,835
o - 116,417 112,781
L - 21,197,393 17,117,920
g $ 6,964,924 $ 28,733,964 $ 23,609,961
Ll
L
(!
I
s
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Expendable Trust Funds
Combining Balance Sheet

June 30, 1997
(Amounts in thousands)

Totals
Expendable Unemployment
ASSETS Trust Compensation 1997 1996

Cash and short-term investments.........coovversvesveerenns $ 132,788 $ - $ 132,788 $ 113,275
DEPOSIES. vrerirereesrrernrirerenereeersmesess s ereressrssosons - 1,222,725 1,222,725 761,987
Receivables, net of allowance for uncollectibles:

TAX S uverirrarererererrereenseereesereseresiessesesererersrinessnsrane - 328,977 328,977 331,546

Due from federal government..........ccoccoonvvevininnenn 1,549 . - 1,549 1,623

LLOAIS. e evereereeeereeesereseeressessesssssssessoressessssessosssassons . 12,943 - 2,943 3,330

Other receivables.....ovivviiiieiierernrereeeereens 8,358 8,634 16,992 27,897

Total assets........ U OTOPRPPPPPPPPRI $ 145,638 $ 1,560,336 $ 1,705,974 $ 1,239,658
LIABILITIES AND FUND BALANCES
Liabilities: . .

Accounts payable..........ceniiiiii, $ 18,288 $ 24,040 $ 42,328 $ 39,077

Accrued payroll.........cciiinien 34 - 34 280

Compensated absences..........oouccviinniniiinin, 388 - 388 240

Tax refunds payable...........ccoveeeiiinnicniiinnens - 8,998 8,998 7,111

Deferred revenue.........ccerierenniencreeorneeinennnnessenens 1,301 12,218 13,519 33,303

Other accrued liabilities................... e 9,210 - 9,210 3,833

TOtal HHAIEES . .vvvereeeseseseessos s enessreessseereesse 29,221 45,256 74,477 83,844
Fund balances:

Reserved for unemployment benefits..........c.ccvene - 1,515,080 1,515,080 1,043,033

UNTESEIVEd...o.vvviiiierevierervreeirerisieniveseesinesenssereerseses 116,417 - 116,417 112,781

Total fund balances...........cooerverreererrenineerceneorennnes 116,417 1,515,080 1,631,497 1,155,814

Total liabilities and fund balances............oeceevvvennene $ 145,638 $ 1,560,336 $ 1,705,974 $ 1,239,658
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Expendable Trust Funds
Combining Statement Of Revenues, Expenditures And Changes In Fund Balances

Fiscal Year Ended June 30, 1997
-(Amounts in thousands)

Totals
. Expendable Unemployment
.{; Trust Compensation 1997 1996
Revenues:
TAXES.1euvererrenreirirnreirenererrieresersressessessersnesessessensos $ 159 $ 1,189,227 $ 1,189,386 $ 1,149,531
B ASSESSINENLS......oovoisieriiserseesisiensssseiensrerorseons 1,686 - 1,686 - 1,194
a Federal grants and reimbursements................... 12,407 17,220 29,627 21,098
. Departmental..........ccccvininrinnnnininecnn, 5,984 - 5,984 8,502
Miscellaneous.........cvevvevevevernerenseseresresererenseens 149,575 62,982 212,557 194,759
Total FEVENUES....ccovriirrenieirieieniesesrieerressasernnes 169,811 1,269,429 1,439,240 1,375,084
Py Other financing sources:
, Operating transfers iN...........coooveevererrerenrerneenan, 6,971 - 6,971 2,934
’ Total other financing sources......c...covvereerereennan 6,971 - 6,971 2,934
I Total revenues and other financing sources....... 176,782 1,269,429 1,446,211 1,378,018
Expenditures:
Current:
Judiciary......cceieriicnniinnenee e 229 - 229 139
Secretary of the Commonwealth..................... 5 - 5 86
Treasurer and Receiver-General...........c.ceuv.. 7,033 -5 7,033 926
Auditor of the Commonwealth...........cccoveeeen. 285 - ) 285 237
Attorney General............cccoeuee. 1,724 - 1,724 1,596
District Attorney........ccccoverennne 3,215 - 3,215 3,173
Administration and finance 5,454 - 5,454 1,827
: Environmental affairs........cecvvvvnrvieeiveeneennnen 7,625 - 7,625 6,552
b Communities and development.............c..c.... 267 - 267 754
Health and human services..........ccovecvverenann. 18,291 - 18,291 18,761
P Transportation and construction.............u...... 2,602 - 2,602 1,066
i Education..........cccevevnecennicennsieresesioneesennens 1,140 - 1,140 1,406
Higher education...........ccoverecieneccnnienionionnranne 103 - 103 44
- Public safety.........cccceuun. eeeee e s e ey 2,961 - 2,961 3,593
Economic development...........coveervverrereiserennas 1,698 - 1,698 1,070
Elder affairs.......ccoverenerenienieneninnennsesenonion 50 - 50 . 50
Consumer affairs........c.ooveive i, 7,103 - 7,103 6,459 -
b Labor....cccciiiininvoseeeerennane e 44,096 797,382 841,478 851,423
L Total expenditures........ccveereinenienrevnerinnnrenn, 103,881 797,382 901,263 899,162
[ Other financing uses:
fk o Operating transfers out................ oo 69,265 - 69,265 103,410
Total expenditures and other financing uses...... 173,146 797,382 970,528 1,002,572
= Excess (deficiency) of revenues and other
! financing sources over expenditures and
other financing USes.......c.cvuveverierirerensivenrecnenns 3,636 472,047 475,683 375,446
t Fund balances at beginning of year............cccveennn. 112,781 1,043,033 1,155,814 780,368
-~ Fund balances at end of year..........cccoovevrcerveenn, $ 116,417 $ 1,515,080 $ 1,631,497 $ 1,155,814
E
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| Pension Trust Funds
Combining Statement of Net Assets Available for Pension Benefits

June 30, 1997
(Amounts in thousands)

Totals
State
Employees' Teachers'
ASSETS PERS PERS 1997 1996

Cash and short-term investments.......cooceovvreenverecvrersnenns $ 428397 $ 441,095 $ 869,492 $ 342,009
Investments at fair value..........occoveeveennnnns peenrerserensresens 9,359,311 9,610,035 18,969,346 15,671,490
Other receivables, net of allowance for uncollectibles... 102,313 116,080 218,393 142,404

TOtAl ASSELS..uvevrevirrreirerisrsesrareseeresenersnssesresessessesessenes 9,890,021 10,167,210 20,057,231 16,155,903

LIABILITIES

Liabilities:

Accounts payable............covvciinininiiiinnn, 243,506 250,007 493,513 191,731

DUE t0 Other TUNAS.....cvrveevererirsrereseressesseesrerssesseseserens 1,984 1,673 . };:-3,' 3,657 7,901

Total labilities........verererevrereirrsniererieseennnsesnsesessicinens 245,490 251,680 497,170 199,632
Net assets available for pension benéﬁts (fund balance

~ reserved for employee's pension benefits)
(A schedule of funding progress for each plan v
is presented in Note 10.).......co...... freverensenreeasaeeante $ 9,644,531  $ 9,915,530 $ 19,560,061 $ 15,956,271
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Pension Trust Funds
N Combining Statement Of Changes in Net Assets Available For Pension Benefits

Fiscal Year Ended June 30, 1897
(Amounts in thousands) ‘

- State Totals
" Employees' Teachers'
- PERS PERS 1997 1996
- Additions:
o i Commonwealth contributions.........ccceeveevenne. $ 470,241 $ 428,807 $ 899,048 $ 850,841
‘ Employee contributions..........ccocveevvernivinniinns 243,144 214,386 457,530 421,080
Total contributionsS......ccocevvvevvvreenveenriernrensanens 713,385 643,193 1,356,578 1,271,921
Net investment income:
. Net appreciation in fair value of investments 1,397,792 1,426,049 2,823,841 1,786,940
- INEETESE . cuveierisrrreneerernissereerenrernerassssornerenas 180,936 187,718 368,654 363,645
DiVIends........ovvirviirininnerenenrensescesesssrensenes 78,324 80,598 158,922 125,716
- Real estate operating income, net.................. 27,162 27,363 54,525 37,929
Alternative investments......ccoevveeeeveriveesnennnes 13,683 13,774 27,457 14,943
Other.....cccovvrrveernenn JR vereereeneniens 74 82 156 2,915
j Total investment iNCOME.......coverervrrrereeerrerenne 1,697,971 1,735,584 3,433,555 2,332,088
Less: investment €Xpense.......ccovumrvviveisuesuinne 30,022 30,681 60,703 43,406
Net investment INCOME.......cervrveeerrenvueesceerees . 1,667,949 1,704,903 . 3,372,852 2,288,682
Total additioNS.....vevvereereerrerrerrreenreereerenmveesrons 2,381,334 2,348,096 " 4,729,430 3,560,603
Deductions:
Administration........c.eseereereirerenees sroreesnnrerares 1,666 2,022 3,688 3,673
Retirement bgneﬂts and refunds...,'".‘\ ................ 600,104 521,848 1,121,952 1,083,897
. Total deductions.....c.ovvveveecreniensinenerinesrensenne 601,770 523,870 1,125,640 1,087,570
B NEt INCTEASE..evvvvererrerrreerreriviinsssraeenrerssaesnesses s 1,779,564 1,824,226 3,603,790 2,473,033

Net assets available for pension benefits
at beginning of year (fund balance

reserved for pension benefits).......c.civuiiinnens 7,864,967 8,091,304 15,956,271 13,483,238

Net assets available for pension benefits
at end of year (fund balance reserved
for pension benefits).......covvrvierrrererererrnvernnen $ 9,644,531 $ 9,915,530 $ 19,560,061 $ 15,956,271
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Agency Funds
Combining Statement of Changes in Assets and Liabilities

June 30, 1997
(Amounts in thousands)

"Balance Balance
July 1, 1996 Additions Deductions June 30, 1997
Central Agency Funds
ASSETS
Cash and short-term investments.........o.oosvvesscrsncens $ 1,231,037 $ 3,145,410 $ 2,933,673 $ 1,442,774 o
INVEStMENTS. 0ciiiieeriesreeiiirciererreenrnsiersesreesesssnens 534,310 25,236 - 559,546
Investments of deferred compensation plan........... 1,480,844 440,570 83,522 1,837,892
ANNUItY CONLrACES...oervnirveisenirereeiasersinsnsinnnes e 1,164,223 165,072 44,274 1,285,021
TOtal @SSELS...cuieeierverrenrenrerieiinireseinensessaorsessrsaens $ 4,410,414 $ 3,776,288 $ 3,061,469 $ 5,125,233
LIABILITIES
Accounts payable........cvvreiirenireesennenenn $ 11,192 $ 988,122 $ 990,323 $ 8,991 ‘
Due to cities and tOWNS........ceveririereereernnnrereseesnenes 18,147 202,327 200,332 20,142
Due to federal government 51 61 112 -
Prizes payable........cccvinncneimiennenninions 1,164,223 165,072 44,274 1,285,021
Deferred compensation benefits payable................ 1,480,844 440,570 » 83,522 1,837,892
Agency liabilities.......cocvniiereeniniessennne, 1,735,957 . 1,979,881 1,742,651 1,973,187
Total liabilities.....covvirrverirerieiiiarensensrereseresseesenes $ 4,410,414 $ 3,776,033 $ . 3,061,214 $ 5,125,233
Court Escrow and Client Accounts
ASSETS )
Cash and short-term investments.......... " 81,914 $ 520,676 $ 544,966 $ 57,624
Assets held in trust.........ccocereerernnnene " 34,915 24,979 24,335 35,559
Other receivables........cvvnivrerniniiereneereineresescnnes 32,900 38,000 32,900 38,000
TOtAl ASSELS..ovviveenrerrverrerecresresiessrerseorsesresserearsaene $ 149,729 $ 583,655 $ 602,201  $ 131,183
LIABILITIES
+ Agency liabilities.....ocververererierenriieseennirenns $ 149,729 $ 359,389 $ 377,935 $ 131,183
Total [HIabilities....vevvinviirrevierrerronrerresensnenseninrnennens $ 149,729 $ 359,389 $ 377,935 $ 131,183
Statutory Bonds and Deposits
ASSETS
Cash and short-term INVeStments.............ceveveeesnuees. $ 86 $ - $ - $ 86 ;
Assets held in trust.......vieenveninierennrerinersereerenes 1,648,336 156,971 96,885 1,708,422 .
TOtal ASSELS...cverrernrerrverirresrenressnssrerseseorsssnsssonse $ 1,648,422 $ 156,971 $ 96,885 $ 1,708,508
LIABILITIES ‘ :
Agency Habilities...........oovrerrvreerssnsssssersssssssennas $  1,648422 $ 156,971 $ 96,885 $ 1,708,508 -
Total lIabilities. . cooverivireecrererereiimiersesrerersurnsesernennes $ 1,648,422 $ 156,971 $ 96,885 $ 1,708,508
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Balance Balance

R July 1, 1996 Additions Deductions June 30, 1997
i Total Agency Funds
ASSETS

, Cash and short-term investments......c.c.eevverveeererenne $ 1,313,037 $ 3,666,086 $ 3,478,639 $ 1,500,484

- Investments.......coeevirieenranes ettt 534,310 25,236 - 559,546

Investments of deferred compensation................. 1,480,844 440,570 83,522 1,837,892

' ' Annuity contracts 1,164,223 165,072 44,274 1,285,021

fj:;jf Assets held in trUSt... oo eeseeressennens 1,683,251 181,950 121,220 1,743,981

’ . Other receivables......uviviieieiererrereriersnesiessessernenens 32,900 38,000 32,900 38,000

= TOtAl @SSELS..cviviririerenrerirreseerrerareerassressessosnrerereons $ 6,208,565 $ 4,516,914 $ 3,760,555 $ 6,964,924
£ LIABILITIES

ri Accounts payable..........cieiinireiieieion $ 11,192 $ 988,122 $ 990,323 $ 8,991

Due to cities and toWnS.......covvivirinnininnninensnenen 18,147 202,327 200,332 20,142

e Due to federal government... 51 61 112 -

Prizes payable.....icevvnnnninnenenes 1,164,223 165,072 44,274 1,285,021

Deferred compensation benefits payable.............. " 1,480,844 440,570 83,522 1,837,892

B Agency labilities.......ovevviviennonienenecinn 3,534,108 2,496,241 2,217,471 3,812,878

Total LHabilities....covvvrererrrreverreereresrnnienvsessevessessesnes $ 6,208,565 $ 4,292,393 $ 3,536,034 $ 6,964,924
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One of the twelve diagonal riders shaped to fit along the inside ceiling plank. They were manufactured as one piece from -
laminate white oak,
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: University and College Fund Type

This fund type combines, in accordance with the AICPA Audit tate College System includes the nine state colleges which
Guide for College and Universities, the financial activity from provide four-year post-secondary education programs and the
all fund types for: the University of Massachusetts System, the system’s building authority.

State College System, and the Community College System.

Community College System includes the fifteen
University of Massachusetts System includes the campuses community colleges which provide two-year post
at Amherst, Worcester, Boston, Lowell, Dartmouth and certain secondary education programs.
Institutes and programs operated by the Office of the
‘ University President.

P
|
&
554

oy

. Maneuvering the restored diagonal riders into the hold. They are curved to fit into the inside of the hull. If they were not
L\ curved by design, they would never fit into the hold.
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University And College Fund Type
- Combining Balance Sheet

June 30, 1997
(Amounts in thousands)

Current Funds

Loan
Unrestricted Restricted Funds
ASSETS
Cash and short-term INVEStMENtS..........ocoevvriereensvrerenresernensns $ 96,921 $ 10,154 $ 1,668
DEPOSIES. cuecririirrerrerirenresresierrerrerserersressasnseeesrennerassseressesseesesesses 60,135 - -
INVESHMENLS. ...eivvieeriniiicereseereeeeerseriaesssressesstsssecssssessronsanes 144,337 37,115 3,515
Receivables, net of allowance for uncollectibles:
Due from federal government...........cccouvurevininiiininninennes - 23,182 -
LO@NS. c.uiiiceriieirrentreieesreeetieieeesenessaseseeesnesns s rnesrnesssasssnsas - - - 48,585
Other receivables.....oivivivriirreirieeieeiresseessreesereessresennes 117,295 27,921 66
Due from other fUNAS.....veicviieiiiiiciirreen e eeeveeeeecsrenesereenes 53,458 - 2
INVENIOTY.c.uviiiiiiiieniicreienitinie e st eessiesnesenesassanssassnsessons 15,814 - -
FIX@A @SSELS...uvivueririnnrerimirinsiecnsisneanseereesnesssssesenseresseesessensosnsses - - -
Other assets.......ccvvemmiinirnenierniereiesesneeeneenns e e 21,805 162 -
TOLA] ASSELS....ivvvreriinenrerereeerererersrsrssressssesesssesanens trereernerseniees $ 509,765 5 98,534 ¥ 53,836
LIABILITIES AND FUND BALANCES
Liabilities:
Accounts payable ; 61,139 $ 6,399 § 62
Accrued payroll..........cuceriieninenenenensess e 58,172 2,924 -
Compensated abSENCeS.......ccvvervverrerrecririnrensnreisercreresssesssrense 116,992 1,566 -
Due to other funds................ e ereeeae e enae e b te e te e resarereene 60,723 39,352 306
Deferred revenUe......ccuvivvvrreninencierenniris e erseesseesssesssnsenns 13,970 1,741 -
Claims and judgments..........cccvrecnierienrnnsenrenrsimensennsen 39,905 - -
Deposits and unearned revenue...........covveernveiessesiescsieneonanns 4,375 2,936 -
Other accrued labilities......oovveriniveniiinninririiiesienresireereereens 59,526 34 -
Capital 18aSES...cucrrirerirrrierensrereseeeneestns s ere e e s ienseneese - -
Bonds and notes payable...........occorvernrininnenesreneneeeninennnn - -
Total HabilitieS.....c.vivvinieernienenieninniercenesnnenernnsrsnressessessersorenns 414,802 54,952
Fund balances:
Unrestricted.. ..o . 94,963 - -
RESITICLE. ..u.vcrvenrsrinrisesssssesssisssssssssnssissesessssssensnsessssnns - 43,582 53,468
Unexpended plant funds.........covevvvenirerecnmeoniinni, - - -
Renewals and replacements.........ccvcrveenrerenecesieeinorenionenennens - - -
Retirement of indebtedness..........cocevvervivriirirerrivncrevnnnnenns - - -
Net investment in plant.........occccecevieniniennneisrssninesnee - - -
Total uNd DAlANCES.........vvvonreresieresieensisesnessseesessssssessseies 94,963 43,582 53,468
Total liabilities and fund balances...........ccoouvvvevivervrnrirnvrnons $ 509,765 $ 98,534 $ 53,836
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Totals

Endowment
and Similar Plant
Funds Funds 1997 1996
(as restated)
$ 3,796 $ 24,682 137,221 $ 142,980
- 52,128 112,263 112,235
112,298 80,125 377,390 348,263
- - 23,182 24,535
- - 48,585 47,332
2,318 2,138 149,738 128,394
11,087 3,151 67,698 42,526
- - 15,814 15,494
- 2,410,708 2,410,708 2,281,588
20 4,488 26,475 24,620
$ 129,519 $ 2,577,420 3,369,074 $ 3,167,967
$ 33 $ ' 629 73,929 $ 58,429
- 35 61,131 57,786
- - 118,558 115,993
- 8,293 108,674 84,262
606 - 16,317 12,028
- - 39,905 36,622
300 457 8,068 8,523
1,053 2,997 63,610 76,015
- 49,924 49,924 44,788
- 316,739 316,739 310,178
1,992 384,741 856,855 804,624
38,639 - 133,602 140,975
88,888 - 185,938 161,964
- 57,980 57,980 43,471
- 24,983 24,983 26,241
- 21,931 21,931 17,840
- 2,087,785 2,087,785 1,972,852
127,527 2,192,679 2,512,219 2,363,343
$ 129,519 $ 2,577,420 3,369,074 $ 3,167,967
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- General Fixed Assets Account Group

] The General Fixed Assets Account Group accounts for the land, buildings, improvements, equipment and construction in progress
of the governmental funds.

Standard knees, restored on the lower deck aft connecting the transoms of the stern to
the thick strakes in the deck.
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Schedule Of General Fixed Assets By Source

June 30, 1997 5

(Amounts in thousands) R

N

GENERAL FIXED ASSETS: ' 1997 '
LAAIG...cutitiviiieicceeieserri st cre st e et e s b es s et et ses e te s e e ek e b s e e beaeber b e b e b e b eRer bbb e heresaae ke besanenes $ 522,017
Buildings..........occevvrvennans teesteereretteteereeteeresereR et R e oL e s Rt et neabeerten e e e e LenEeeR s e beabeesbar b e e EeeeRneeraeebaesaeearerarn 2,374,450

Machinery and qUIPIMENLt..........ccvveiiiiinmnierisnir ettt sberasseressesassanes 511,226 Y

CONSIUCHION I PIOZTESS...ueuiureriiiiisieiicritsesressestereset sttt st es s sbensrebesbstsbe st e s saerassasesneseesnies - 98,178 ;‘

Total general fIXed ASSELS.....cceurririiiiererirneniiiersen oo e et sesrraes s ses e s bs s e sbaaresesareseres $ 3,505,871

INVESTMENT IN GENERAL FIXED ASSETS BY SOURCE: .

Acquired on oF Before JUNE 30, 1990..............vceveeeerrereesessseesmmmsessessmsenmenonssssossossssssessssesesssssesssmmesseseses $ 1,859,565 ‘
Acquired subsequent to June 30, 1990 from:

GENETAl FUN.....ouviiiiciiiicieseinir ettt eeesae s ebeebessaeabeebessnssabesbasbesnbesanenserabes srssnnaersesntesanean 323,485

Special REVENUE FUNAS.......ccooviiniiniiimnriiiinesiiniesonie i ssere et essbossssesnssessssossnsesesenns 34,448

Capital Projects FUNAS.......oiiiiiiiiieisnsssessssnsesessssersessissessassens 1,283,953

Expendable Trust FUNAS........cociuiiiimiiii it sisssssises s sseessssnssesesseses 4,420
Total investment in general fiXed aSSELS...c...coivceerereciririnineiniessrenerineieinesseersessene T $ 3,505,871

Sources of general fixed assets acquired on or before June 30, 1990 are not available,
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- . Schedule Of General Fixed Assets By Function

June 30, 1997
(Amounts in thousands)

l
N ‘ Machinery
o and
i Function ~ Land Buildings Equipment Total
= JUAICIATY ...coveiirecirriviens e sressesneesansseressreraens $ 490 $ 269,410 $ 4,318 $ 274218
B INSPECtOr GENEIAL.....c.ciciervrerirereresinriessesenrisssserssnseanreses - - 64 64
o Governor and Lieutenant GOVErnor...........coveerrvevennen - - 146 146
B Secretary of the Commonwealth.........c.ccecerreniironnne . 5 18,034 1,644 19,683
Treasurer and Receiver - General......c.ccovveeivivrinennnens - - .66,390 66,390
Auditor of the Commonwealth.........cccvverrvirerrenvnennns - - 345 345
© Attorney General........o.eueevnniecinneenesnienneeneeeeene - - 888 888
ey Ethics COMMISSION......ccovvvsivrineererirenereesrreresrversnnennes - - 20 20
- District AttOIMEY ..c....cvververeerenrersrerrereesiesaesssrsrerersorsases - - 2,346 2,346
’ ComPIrOlIET....evverrerrerercereeeinsieneeesseesessnssesesenens s - - 359 359
Administration and finance..........cccevvveerernerieessrereres 8,895 384,127 153,765 546,787
o Environmental affairs..........cccceeinvinineiniiniienonvenninens 419,220 113,004 57,588 589,812
L Communities and development............cc..ivevereenreenns - - 364 364
Health and human services.........c.corevievceeriorninreecnenns 38,747 982,399 43,314 1,064,460
T Transportation and construction............ceevrvsveceresserens 32,317 11,634 73,062 117,013
i EdUCAHON. 111ttt et eeeseetessessacesssesesesssnebennis - - 1,756 1,756
Higher education.........ccvvveerireveenireesereresssersnesssessnsens - - 428 428
PUbLic safety......ccvviinneniieninnienennsnnennsineenone 22,160 595,394~ 78,641 696,195
Economic development 183 448 22,919 23,550
Elder affairs.........ccooeervrenniveverennnes - - . 157 157
Consumer affairs....c....ccovveeeiveeeeens - - 1,071 1,071
| 7 12T ) SO USRI UR U ORROPUTON - - 1,641 1,641
Total by function.......c..coevvenveeveerernrineriennennnenen $ 522,017 $ 2,374,450 $ 511,226 3,407,693
: CoNSrUCHION IN PrOGIESS. .evrrisrererreeriersrseressersesnareressesssmsessessoseressasersases reereees reeerreee et e e s e resee b e e e eaesaesanonreenns 98,178
o Total general fiIXed aSSELS.....veierrrrvereirirerirenenssessmeresoressesssasosenss bbb b bt se et er e $ 3,505,871
G
'. i
d
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Schedule Of Changes In General Fixed Assets By Function

Fiscal Year Ended June 30, 1997

(Amounts in thousands)

General Fixed
Assets

General Fixed
Assets

Function and activity July 1, 1996 Additions Retirements June 30, 1997
Judiciary.....c.ceovrecrnieenane bt e e b e s beshaebs $ 261,448 $ 13,255 " $ 485 $ 274,218
Inspector General........cocovereermrenennessrenneensonn . 117 - 53 64
Governor and Lieutenant GOVEIrnor.........ccovvereerenens 146 - - 146
Secretary of the Commonwealth..........c..cccerinvrennnn 19,683 - - 19,683
Treasurer and Receiver - General...........oocvvonivenennis, 16,576 53,990 4,176 66,390
Auditor of the Commonwealth........c.c.ccceevvvevivirennne 345 - - 345
- Attorney General.........cociivveniinnnneniseenneneenn 653 235 - 888
Ethics COMMISSION......ccoeverrenrerrerresiesreniessernreneennnne 20 - - 20
District AtOIMEY....covviervnieeenrenresierineneesesorersesssesens 2,383 - 37 2,346
Office of Campaign and Political Finance............... 47 - 47 -
COmMPUIOLIEr.......covviviireereriririnineiernsseeressersioseessessanns 359 - - 359
Administration and fiNAnce...........oeivirivenvreiineeeninen,s 532,285 85,917 71,415 546,787
Environmental affairs..........ccovevevvenrveernsrenrieerneneenns 552,596 38,849 1,633 589,812
Communities and development..........c.ocevvrerreerirens 322 95 53 364
Health and human services............cocverunees reeereeeerees 1,062,100 5,069 2,709 1,064,460
Transportation and construction...........ceeceeveerreruneens 110,405 6,626 18 117,013
EdUCAtioN.....cc.coviieirieinneiieeveiniseeseeseresneesresesanennes 1,686 70 - 1,756
Educational Affairs.........ccccecvevrvnieerrenne, rereereeeeree 17 - 17 -
Higher education............ccecerrvenrinvernnneneesncrienncvnennes 958 - 530 428
Public safety.......c.cccveriiennnvercrennnes 693,552 26,777 24,134 696,195
Economic development 24,637 57 1,144 23,550
Elder affairs........cccovirerivninrirennnencensineseenesessseenes 286 - 129 157
Consumer affairs.........cceeeveenirevcnerirenncenineree s 783 288 - 1,071
| 5F:1 0T ) OO OO U OUUPORUROO 1,602 151 112 1,641
Total by function...........ccveverienens v arennes 3,283,006 231,379 106,692 3,407,693
Construction in Progress.........oceerersevereesreseeesserses 34,610 63,568 - 98,178
Total general fixed assets...........ccveverreverenrerereerenes $ 3,317,616 $ 294,947 $ 106,692 $ 3,505,871
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the size of a regulation basketball court (3,700 sq. ft.).
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Ten-Year Schedule Of Revenues And Other Financing Sources <

All Governmental Fund Types -

June 30, 1997 B

(Amounts in millions) ~

[

N

% % % % P

1997 Total 1996 Total 1995 Total 1994 Total o

TAXES.1ivriereiineneie $ 13,030 477 $ 11,926 475 $ 11,262 459 $ 10,611 45.7 H'i‘

Federal reimbursements..........ccoveveeveiiiineennneeonnne 4,124 15.1 3,861 15.4 4,174 17.0 3,904 16.8 x

Federal L LR 1,457 53 1,482 5.9 1,187 4.8 1,205 5.2 -

Lotteries. ..o 3,375 12.3 3,201 12.8 2,957 12.0 2,600 11.2 3 1
Assessménts ........................................................ 552 2.0 595 2.4 572 23 544 2.3

Motor vehicle licenses and registrations..... S 295 1.1 263 1.0 307 1.3 284 1.2 ‘

Fees, investment eamings, €1C........cocecvvveveriirvrnrns 930 34 1,110 4.4 1,154 4.7 1,113 4.8 L

Proceeds of dedicated income tax bonds............., - - - - - - - - o

Proceeds of general obligation bonds................... 899 33 940 3.7 810 33 392 1.7 l
Proceeds of special obligation bonds...........c.ocvnne. - - 147 0.6 - - 298 1.3

Proceeds of refunding bonds.........ccccevvvevenvenvennne 723 .26 - - 514 2.1 .836 3.6 i

Proceeds of capital lease " 62 0.2 2% ol 18 01 34 ol
Operating ransfers........oovcveinnenicrnnoneennonnes e 1,920 7.0 1,551 6.2 1,534 6.3 1,367 59
Other financing SOUICES........cciurercricrinaneiinneennns 6 - - - 49 0.2 35 0.2
Total revenues and other financing sources.......... $ 27373 100.0 $ 25,102 100.0 $ 24,538 100.0 §$ 23,223 100.0

]

L
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iy % % % % % %
1993 Total 1992 Total 1991 Total 1990 Total 1989 Total 1988 Total

3 — $ 10,021 449 § 9,479 456 § 9,143 41.1 $ 9,007 498 $ 8,695 509 § 8,033 54.1
3,376 15.1 3,021 14.5 3,075 13.8 2,092 11.4 1,942 11.4 1,830 123

1,118 5.0 1,199 5.8 1,088 49 1,042 58 1,045 6.1 803 5.4
¥ 2,148 9.6 1,831 8.8 1,692 78 1,657 92 1,447 85 1,390 93
597 27 787 3.8 1,542 6.9 277 1.5 243 1.4 160 1.1
331 1.5 - 300 14 290 13 306 17 237 1.4 167 1.1

1,215 5.4 1,710 8.2 1,455 65 1,188 66 1,038 6.1 993 67

- - . - 1,363 6.1 . . - - - -

368 17 721 3.4 1,030 47 1,430 79 1374 .80 543 37

. - 100 0.5 - - . ; - ; - ;

1,891 8.5 574 2.8 - - . - 326 13 ; .

13 0.1 17 0.1 28 0.1 7 . 35 0.2 ; )

) 1,177 53 1,021 .49 1,477 66 1,068 5.9 805 47 870 59
46 0.2 7 02 36 0.2 30 0.2 5 - 52 0.4

L. $ 22301 1000 § 20807 1000 $ 22219 1000 $18,104 1000 $17,092 1000 $14841  100.0

i
.|
i
i
=3
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Ten-Year Schedule Of Expenditures And Other Financing Uses By Secretariat
All Governmental Fund Types

June 30, 1997
{Amounts in millions)

% % % %

1997 Total 1996 Total 1995 Total 1994 Total
Legislature.....oevcvvvcrineioniiceernnreninsererinane $ 49 02 § 49 02 $ 47 02 § 43 0.2
JUALCIALY cvvviccrinreerisee s anene 433 1.6 404 1.7 356 1.5 338 1.5
Inspector General.........cocvevecrvirerrnnnenseininnan. 2 - 2 - 2 - 1 -
Govemor and Lieutenant Governor..., 5 - 5 - 5 - 4 -
Secretary of the Commonwealth..............c..... 17 0.1 15 0.1 14 0.1 12 0.1
Treasurer and Receiver-General...........coovnui.. 2,711 10.0 2,576 10.5 2,353 9.7 2,052 8.9
Auditor of the Commonwealth.............ovceennnene 12 - 13 - 11 - 11 -
Attorney General..........cooovvvvcvonininniniiinnen, 5 - 29 0.1 22 0.1 38 02
Ethics COmMiSSiON.......cvvrrivieremreseasenrsnierenies 1 - 1 - 1 - 1 -
District AHOMEY . ccveverrirnieecsserearsssimisnens 62 0.2 55 0.2 51 0.2 47 0.2
Office of Campaign and Political Finance...... 1 - 1 - 1 - 1 -
Disabled Persons Protection Commission......, 1 - 1 - 1 - -
Board of Library Commissioners...........cco.ou.. 6 - 4 - 5 - -
Comptroller.......coevnreveierinrerisenrereerereierenses 7 - 7 - 6 - -
Administration and finance.........cvevvecerennrennne 937 3.5 943 39 876 3.6 863 3.7
Environmental affairs.........ccoovcevieennnrvcnivinnen 196 0.7 205 0.8 174 0.7 169 0.7
Communities and development............ccc.ou.n.n. 344 1.3 347 14 e 340 14 358 1.6
Health and human services.........cvveeninnrisreens 4,507 16.7 4,606 18.8 A 4,813 19.8 4,327 18.8
Transportation and construction..........ccvervnen 151 0.6 155 0.6 112 0.5 120 0.5
Education.........covvevveeieniencseniannenneeenens o 1,026 38 958 3.9 865 3.6 458 2.0
Educational affairs - - 14 0.1 6 - 3 -
Higher education..........ccoereereirererennieneeineees 90 .03 ‘80 0.3 75 - 03 67 03
Public safety.......ccccvvnvivrernicerinmrenneninsennons 860 32 841 34 732 3.0 693 3.0
Economic development........c...ccverrervervecnrnenns 33 0.1 111 0.5 199 0.8 214 0.9
Elder affairs.......cccvveneinnnnonsernereisernne 174 0.6 155 0.6 161 0.7 155 0.7
Consumer affairs..........coccernrieeerernrniercersesions 37 0.1 35 0.1 34 0.1 33 0.1
Labor... ..o e 189 0.7 121 0.5 24 0.1 24 0.1
Independent commissions - - - - - - - -
Medicaid.....ccccerirrninrrnninenniinsinenenenenen 3,497 13.0 3,241 133 3,252 134 3,216
PenSiON ..o reresereenssesseneaes 413 1.5 382 1.6 414 1.7 830
Direct local aid......c.covurrvennerneerenenecnenenn 3,677 13.6 3,351 13.7 3,073 12.6 2,727
Capital outlay:

Local aid.....cooeeceneinrieninennerserosersessinnns 181 07 116 0.5 94 04 100 0.4

Capital acquisition and construction............ 2,051 7.6, 1,673 6.8 1,698 7.0 1,464 6.4
Dbt SEMVICE...ivurririrrviriinriiiisireernressossesssaronins 1,278 4.7 1,192 4.9 1,234 5.1 1,152 5.0
Other financing uses:

Payments to refunded bond escrow agent.... 723 2.7 - - 514 2.1 836 3.6
Fund deficit SUpport.......ccoucevireervineiernsiinnens - - - - - - - -
Transfers.....oeeivennrenrirereininniecresnnesneeenne,s 3,311 12.3 2,753 113 2,732 11.2 2,651 11.5
Total expenditures and other financing uses... $ 26,987 100.0 $24,441 100.0 $ 24,297 100.0  $ 23,021 100.0
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- % % % % % %

E 1993 Total 1992 Total 1991 Total 1990 Total 1989 Total 1988 Total
$ 41 02 $ 44 02 $ 40 02 $ 44 02 $ 49 03 § 48 03
306 14 315 16 298 14 305 1.7 280 16 271 1.7
1 - 1 - 1 - 1 . 1 . 1 .
4 - 4 - 4 - 5 . 6 . 6 .
- 14 0.1 12 0.1 13 0.1 11 0.1 14 0.1 13 0.1
o 1,659 74 1,379 6.8 1,290 6.0 1,193 6.5 1,022 58 1,079 6.9
10 - 10 - 11 0.1 11 0.1 13 0.1 13 0.1
36 0.2 18 0.1 89 04 29 0.2 43 02 92 0.6
o 1 - 1 . 1 . 1 . 1 . 1 -
: 44 0.2 39 0.2 42 0.2 47 0.3 81 0.5 80 0.5
- . 1 - 1 - - - - - - -
5 - 4 - 21 0.1 20 0.1 - . - -
6 . 5 - 5 - 6 - 5 - 5 .
= 682 3.0 833 4.1 878 4.1 874 4.7 485 27 737 4.7
g 162 0.7 141 07 - 172 0.8 171 0.9 185 1.0 198 13
- 364 1.6 397 20 410 1.9 403 22 390 22 349 22
4,034 183 4,007 19.7 5,011 23.4 4,118 223 3,532 19.9 2,957 18.8
273 1.2 92 05 176 0.8 162 0.9 60 03 94 0.6
469 2.1 - 392 19 339 1.6 1332 1.8 329 1.9 311 2.0
10 - 17 . - . - . - . .
. : 69 03 1,288 63 1,211 5.7 1,155 6.3 1,164 6.7 1,058
L 611 2.7 658 3.2 148 0.7 154 0.8 164 09 162
210 0.9 194 1.0 169 0.8 159 0.9 202 1.1 176
150 07 137 07 143 0.7 150 0.8 175 1.0 145
30 0.1 27 0.1 32 0.1 34 0.2 50 03 46
24 0.1 19 0.1 21 0.1 23 0.1 24 0.1 19
- . - - . . . - 28 02 35
- 3,151 140 2,853 14.3 2,872 13.4 1,929 10.4 2,336 132 1,707
893 4.0 751 3.7 706 33 672 3.6 663 37 600
2,547 113 2,278 11.2 2,608 12.2 2,937 15.9 2,961 16.7 2,769
b 105 0.5 87 0.4 226 1.1 208 1.1 112 0.6 27 0.2
1,133 5.0 1,157 5.7 945 44 929 5.0 1,125 63 842 53
- 1,143 5.1 901 44 1,407 6.6 775 4.2 654 37 568 36
L
1,891 8.4 574 2.8 . . - - 226 13 - .
‘ - . - - . - . - - - 231 1.5
. 2,364 10,5 1,654 8.2 2,098 9.8 1,613 8.7 1,348 7.6 1,088 6.9
Wi - - - - - - - - - - 18 0.1

£ $ 22442 100.0 $ 20,290 100.0 $21,388 1000 $18471 1000 $17,728 100.0 $15,746 100.0
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Ten-Year Schedule Of Percentage Of Annual Debt Service Expenditures
For General Bonded Debt To Total Expenditures
All Governmental Fund Types

(Amounts in millions)

Fiscal year ended , Debt _ Total
June 30 © service expenditures @ Ratio
1997 $ 1,278 $ 22,954 5.6
1996 1,192 21,688 55
1995 1,234 20,729 ‘ 6.0
1994 1,151 19,534 59
1993 1,143 18,187 6.3
1992 901 18,061 5.0
1991 1,407 19,290 7.3
1990 775 16,861 4.6
1989 654 16,154 4.0
1988 568 14,199 - 4.0

(1) Debt service includes principal and interest payments related to general obligation long-term
bonds and minibonds. Minibonds are general bonded debt instruments reported as fund liabilities
because of their demand provisions.

(2) Expenditures related to Higher Education in fiscal years subsequent to 1992 are presented in the
University and College Fund Type. Prior years expenditures have not been restated to conform to
this presentation.
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Ten-Year Schedule Of Per Capita General Long-Term Bonded Debt

(Amounts in thousands)

_ Massachusetts Total long-
Fiscal year ended resident term bonds and Per capita
June 30 population notes payable long-term debt

- 1997 6,127 $ 10,271,294 $ 1.676
"‘i 1596 6,101 10,065,578 1.650
| 1995 6,203 9,628,466 1.552
. 1994 6,089 9,427,745 1.548
r? 1993 5,998 9231458 1539
N 1992 5,998 9,264,430 1.545
{ 1991 | 5,996 8,580,339 1.431
1990 6,020 6,605,039 1.097
1989 6,016 5,370,627 0.893
1988 5,981 4,272,384 T}:{, 0.714

Source: United States Department of Commerce, Bureau of the Census

[
|
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Component Units Revenue Bond Coverage
For The Last Ten Fiscal Years

(Amounts in thousands)

Fiscal year Debt service
ended June 30 - Net revenues requiremex}ts @ Coveragg
1997 © % 328608 $ 283,975 1.16
1996 288,599 275,068 1.05
1995 272,308 232,473 1.17
1994 ® 220,185 192,975 1.14
1993 332,195 305,156 1.09
1992 . 310,372 295,389 1.05
1991 . 278,822 260,982 1.07
1990 226,444 260,362 0.87
1989 219764 49,120 447
1988 T us001 45748 3.19

(1) Net revenues represent the regular recurring operating income (loss) plus operating grants,
transfers and deptetiation of only those Authorities with revenue bonds outstanding.

(2) Debt service requirements represent total debt service payments made less debt service
paid on short-term borrowings of only those Authorities with revenue bonds outstanding,

(3) Amounts are reflective of the implementation of the Governmental Accounting Standards
Board Statement No. 14, "The Reporting Entity." Prior years have not been restated for
incorporation of the new list of component units.

Source: Office of the Comptroller
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Ten-Year Schedule Of Massachusetts And United States Resident Population

(Amounts in thousands)

United % % Massachusetts

“‘ Year States Change Massachusetts Change as % of U.S.
| 1997 267,645 ’ 0.9 6127 04 23 "

» 1996 265,253 | 07 6,101 (1.6) 2.3
1995 263,434 0.5 6,203 1.9 2.4

1994 260,967 T 6,089 15 23

1993 257,592 1.0 5,998 0.0 2.3

1992 255,020 1.1 5,998 0.0 ‘ 2.4

1991 252,177 1.1 5,996 04) C 24

‘ 1990 249,466 11 6,020 0.1 2.4
1989 246,820 .09 6,016 0.6 2.4
1988 244,534 0.9 5,981 & 08 2.4

E‘ Source: United States Department of Commerce, Bureau of the Census

i
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Nonagricultural Employment By Industry
In Massachusetts and the United States for 1997

(Amounts in thousands)

: % of % of MA %
Type of industry : MA MA Total U.S. U.S. Total vs. U.S. %
Total manufacturing: : 449 14.4 18,548 15.1 95.4
Total durable goods 279 9.0 10,851 8.8 102.3
Nondurable goods ’ 170 5.4 7,697 6.3 85.7
"Total non-manufacturing; 2,668 85.6 104,142 84.9 100.8
Construction and mining 100 32 6,403 52 61.5
Transportation and :
public utilities 127 4.2 6,293 5.2 80.8
Wholesale and retail _ 712 22.8 28,853 23.5 97.0
Finance, insurance and real estate 218 7.0 7,085 58 120.7
Other services 1,108 35.5 35,789 29.1 122.0
Federal, state and local gpvernment 403 12.9 19,799 16.1 80.1
Total - 3117 122,690

—

Sources: Massachusetts Department of Employment and Training '
United States Department of Commerce
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. Ten Largest Massachusetts Industries
By Number Of Employees As Of August, 1997

(Amounts in thousands)

‘ _ Industry Employees

“ | Services | 1,108
1 Wholesale and retail trade 712
Manufacturing - durable goods 279

Local government ' 242

) Finance, insurance and real estate 218
. Manufacturing - nondurable goods 170
. Transportation and public utilities 127
State govéfnment | 100

Construction and mining 100
Federal government *'éfél

L Source: Massachusetts Department of Employment and Training

ey
T
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Ten-Year Schedule Of Annual Average Civilian Labor Force, -
Unemployment And Unemployment Rates o
For Massachusetts And The United States

(Amounts in thousands)

Massachusetts United States -

Massachusetts :
Labor Unemployment Labor Unemployment Rate as %
Year Force Unemployment Rate % Force Unemployment Ra';e % ‘ ‘of U.S. Rate o
1997 3,247 121 3.7 136,361 6,437 | 4.7 78.7 |
1996 3,176 129 4.1 134,574 A6,948 5.2 78.8 i
1995 3,161 162 5.1 132,440 7,476 5.6 91.1 |
1994 3,183 205 6.4 13_1,836 7,600 | _ 5.8 110.3
1993 3,158 207 6.6 128,633 8,252 6.4 103.1
1992 3,126 265 8.5 126,983 9,384 7.4 114.9
1991 3,127 280 ‘ 9.0 125,303 8,426 6.7 1343 l
1990 3,166 189 6.0 124,787 6,874 5.5 109.1 ;
1989 3,180 127 4.0 123,86§ 6,528 | 5.3 75.5

1988 3,155 103 33 121,669 6,701 5.5 60.0

Sources: Massachusetts Department of Employment and Training
United States Department of Labor, Bureau of Labor Statistics
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Twenty-Five Largest Private Sector Massachusetts Employers

BankBoston
Bell Atlantic
Big Y Foods
Blue Cross of Massachusetts, Inc.
Boston University
Brigham & Women's Hospital Inc.
e Digital Equipment Corporation
| FMR Equipment
: Friendly Ice Cream Corporation
= General Electric Company
Harvard Community Health Plan, Inc.
' Harvard University

Lucent Technologies

Massachusetts Institute of Technology
Massachusetts General Hospital

May Department Stores Company

[
Lo

Polaroid Corporation

Raytheon Company

S&S Credit Company

o Sears Roebuck and Company

Shaw's Supermarkets, Inc.
e ‘ Star Markets Company, Inc.
- State Street Bank and Trust Company
United Parcei Service, Inc.

- Wal-Mart

Source: Massachusetts Department of Employment and Training as of June, 1997

B
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Calculation Of Transfers: Stabilization Fund

June 30, 1997
(Amounts in thousands)

This statement is prepared on the statutory basis of accounting pursuant to General Law Chapter 29, Sections 5 A
and 5C as most recently ammended by Ch: 10 of Acts of 1997. It presents information contained in the official “
books and accounting records of the Commonwealth, Financial statements supporting this calculation are

are presented in the Financial Section of this report.

Part 1; Status of Consolidated Net Surplus in the Operating Funds before Stabilization Fund transfers,
and Capital Projects Fund transfer but after authorization to retain 0.5% of net revenue from taxes.

Undesignated Fund Balance (Deficit) in the Operating Funds:

General FUNd.........o..oiviveeviniininieie e sre s e srecene e asraesiosan v e $ 1,270,955
Highway Fund.............cccocemmimininiiinien e sesressessnninns 349,665
Local Ald Fund.........co..ooovevviiiiiiiicrie e snreseinesrensesenesnnas e (1,338,883)
Consolidated Net SUrplus.........ccocvvcriririireercennenrecrnnninreicneseenessenesissnes 281,737
Available to carry forward to subsequent fiscal year .........c.coceveveveniincinnnn, 57,981
Consolidated net surplus before transfer to Capital Projects Fund................... 223,756
Part 2: Calculation of transfers to Capitai Projects Fund;
Transfer from General Fund to Capital Project Fund: > 89,503
Net Consolidated sulxplus available for Stabilization Fund....................... $ 134,253

Part 3: Calculation of transfers to Stabilization Fund:

From the General Fund, @ 60%.............ccovviirereerieimreesinsesesesressrrsessesssessonens $ 80,552
From the Local Aid Fund, @ 40%........c.ccovevieicimiiniearniininscioneneceeineniponens 53,701
TOtal TIANSTELS. ....cciviivvieririrsireerreireereresrressbissierssbeasbaessebesseessaeasbessesbessaenes $ 134,253

Part 4; Status of Consolidated Net Surplus after Stabilization Fund transfers

. Undesignated Fund Balance (Deficit) in the Operating Funds:

General Fund.............c..ccocnne. et e er e e b e br et b aenes $ 1,100,900
Highway Fund...........cccoviriniiciiic e 349,665
Local AId Fund............coovveiiiiiiniiiic e ecree e et evresssvescnneens (1,392,584)
Consolidated Net SUIPIUS. .......ccoviviiirirerieiereriinsinnree e sesesiescnennannens $ 57,981

Part 5; Status of Stabilization Fund after transfers. -

Reserved for Stabilization - Accumulated Balances..............ccceeeevevveiecinennnne $ 565,047
Amount appropriated at the close of fiscal year 1997 ..........cccooovviiivviniienicns 100,000
FY97 Calculated Transfers to Stabilization Fund.............c.occvievvevinninininnnnnnn, 134,253
Reserved for Stabilization...........cceevveiiiveirriciiinirinre et eere e reeere et eveen $ 799,300 .
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Calculation Of Transfers: Tax Reduction Fund

June 30, 1997
(Amounts in thousands) -

v
s This statement is prepared pursuant to Chapters 29 and 29B of the Massachusetts General Laws, It is prepared
on the statutory basis of accounting and presents information contained in the official books and accounting
LT records of the Commonwealth. Supporting information is presented in individual schedules, as indicated, and
. in the Financial Section of this report. There are two computations of potential transfers to the Tax Reduction

The first computation is as follows:

Part 1: Comparison of Stabilization Fund, after current fiscal year transfers,
to 5% of State Tax Revenues

Undesignated Fund Balance in the Stabilization Fund..............cccocoveveerevnivinrennrenninn, $ 799,300
Allowable Stabilization Balance ..........c.coccovvvvirienienneninnnesesiesiesseseeseessiessseeseesiens 908,503
“ Stabilization Fund Excess, if any, tranferrable to Tax Reduction Fund........................ $ -

Part 2: Status of Stabilization Fund after transfers

Stabilization Fund Balance.............c.cecevievvirieeionirnenenennneseneenns .8 799,300
Transfer to Tax Reduction Fund..............ccoeinvevininecininniccenn, -
Stabilization Fund Balance after transfer to Tax Reduction Fund ........................... $ 799,300
Part 3. Status of Tax Reduction Fund after transfers

L Tax RedUCtion FUNA BAIANCE. .............v.roeeeerererseoreesmeeesesmerssmsnsssssssesesssssesssesssmesmensmnenes $ 91,764

L Transfers from Stabilization Fund.............c.cccveviiiviininiiiniiicreneenn e -

) Tax Reduction Fund Balance after transfers.............ccccceveriivrieesvnneeseierecienneescenee s $ 91,764

E‘ The second computation is as follows:

o Part 1: Comparison of State Tax Revenues to Allowable Tax Revenues

L FY96 Allowable State Tax REVENLES............c.ccv.vevrvrieererireeeisrersesesssisessessvessesessnessns $ 13,214,862 &
Multiplied by Growth FACIOL.........ccccovviiviniieninirieneieeanienesiesesere e siesin e srescesnesens 1.0631 -,

£ ‘

& Computed FY97 State Tax Revemie Base.........cccoeviiiiiinnieincciniiie e 14,048,720

vy Plus: Local Aid AQJUSHNENE ............civevereriniererienieseenetaresiesie s seeessnsesnssssessessesensone 108,894

- FY97 Computed Maximum and Allowable State Tax Revenues............ccocccvvcvenreninnne. $ 14157614

, FY97 State TaX REVEIUES ....oooooevvverrerrrrssssssmesesseessssssssssssssssssssssssssssssssssssssssssssns $ 12,874,419

k_) State Tax Revenue Excess, if any, transferrable to Tax Reduction Fund...................... $ -

i
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The Constitution’s fine and fast sailing hull is ready for undocking, September 25, 1995.
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U.S.S. Constitution ~ A Brief History

As a fledgling Nation, the United States was depen-
dent on imports of both raw materials and finished
goods imported through shipping. With the changing
global political dynamics of the 1700s, there were
no guaranteed alliances or protection on the open
sea.

On March 27, 1794, Congress authorized the build-
ing of six frigates for the protection of U.S.
commerce. Joshua Humphreys, master ship builder
from Philadelphia, contributed the design specifica-
tions for the frigates, including the Constitution.
Congress budgeted $255,000 for the building of the
Constitution and allowed cost overruns’ increase to
$302,000. Paul Revere received $3,800 for copper
fasteners.

Humphreys’ criteria for designing the ship was
twofold — to be able to achieve fast speed under sail
to enable the ship to outsail anything that it encoun-
tered and to be able to carry heavy armament and
outgun any other ship. However, fast speed and
heavy armament are two mutually exclusive design
criteria requiring an innovative solution.

The difference in the buoyancy cLi"f"ve of a fast hull
and the weight curve of a heavily armed ship result
in a force that distorts the hull. With minimal
buoyancy, the ends of the ship — the bow and stern
—- sag under the weight loads. In a wooden ship the
distortion can be seen as a bending of the keel, an
effect that creates a curve that resembled a hog’s
back and referred to as hogging.

The successful integration of the two design criteria
demanded an innovative technical solution to the
problems of strength of materials and hull design.

There are five key structural components that were
part of the Constitution’s original design: thick
strakes, standard knees, midship knees, stanchions
and diagonal riders. Humphreys’ structural innova-
tions (which had never been built before) stiffened
the hull and resisted the forces of hogging.

Commonwealth of Massachusetts

Although the Constitution was repaired over the
years, because of the expense of materials, tech-
niques and labor to install, the five major structural
components were not repaired. As early as 1820, the
diagonal riders were not renewed.

In 1992 the ship was dry-docked for inspection and
minor repair. It was determined to be in good
condition, however, the Constitution had developed
over 13 inches of hog.

After extensive examination and nondestructive test-
ing, it was determined that the ship did not require
extensive repairs, so the focus became the restoration
of the five major structural components of her 1812
configuration.

Humphreys’ original specifications for the structural
components from 1794 were used as guides for the
1995 restoration. :

In 1797, while observing the launch of the USS
United States, “Joshua Humphreys wrote to the
Secretary of War, that . . . without straining or hog-
ging more than one and a quarter inch, as you will
see by the enclosed certificate . . . the firmness of the
ship is convincing proof of the utility of the diagonal
riders in long ships,”.!

Today this can also be said of the Constitution. When
it was undocked in September 1995, the hog was
measured to be less than two inches,

On July 21, 1997, for the first time since 1881, aftei-::
being tied to a pier for 116 years, the frigate made
passage under sail, sailing in Massachusetts Bay off
of Marblehead, under topsails, jibs, and spanker —
her battle configuration. A living tribute to
Humphreys’ design.

1'J. Humphreys’ Letter Book, 17971800, Historical Society of
Pennsylvania. ‘
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The U.S.S. Constitution is a national treasure and was restored with the support of people all over the
country. The Old Ironsides Pennies Campaign was modeled after a 1903 effort to raise public dollars for
an earlier restoration. Schools across the nation are engaged in this endeavor. To date, the campaign
has donated to the Navy the three topsails and inner jib set during the first free sail since 1881,

o

Many of the Auditors, Treasurers and Comptrollers from across the nation had an opportunity to tour
the U.S.S. Constitution this year at the National Association of State Auditors, Treasurers and
Comptrollers annual meeting in Boston. Massachusetts State Auditor Joe DeNucci, Treasurer Joe
Malone and Comptroller William Kilmartin (below) hosted the event.
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