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Commerce recently estimated that businesses and governments in the United States alone have spent over $100 billion dollars on Y2K
fixes. John Koskinen, chairman of the President’s Council on Year 2000 Conversion, recently spoke at the National Press Club and
stated that the American information technology sector is properly girded for the New Year and dismissed doomsday scenarios.

Ironically, the City of Boston experienced it’s own problems on January Ist, 1900 when the city was caught unprepared for a blizzard

that arrived that morning because the weather bureau was closed for the holidays. Shipping was paralyzed, as the teamsters at the docks S
had not sharpened the horse’s shoes to allow them better traction on the slippery piers. And although horse drawn transportation was " |
severely impaired as the horses slipped and fell, the new state of the art technology — electric wagons — were able to navigate the snow
-filled streets.without significant problems.

i

As people all over the globe prepare to celebrate January Ist, 2000, the real story of 1999 has been the Y2K problem. The Department of
Photograph of the Boston Globe courtesy of the Boston Public Library archives,
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Front cover photography courtesy of the Print Department of Boston Public Library.v
Back cover photography courtesy of Jim Guan and Wing Chan, Office of the Comptroller.
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" As you can see from this collage of cartoons from 1900, the controversy vegarding
when the turn of the century actually occurs is not new.

Throughout this report we have illustrated some of the changes that we have
experienced in Massachusetts during the twentieth century as well as examples of
some things that have vemained unchanged.

Photograph of the Boston Globe courtesy of the Boston Public Library
archives.
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At The Turn of the Century

1900

1.6 billion

London — 6.6 million
New York — 3.4 million
47 years

709,000

55,751

$9.70

5%

52.0

5.7 million

14 cents

24 cents

4 cents

You Can Never Tell
By G. B. Shaw

A Bird in a Gilded Cage
Houdini

Statistics courtesy of Time Magazine www.pathfinder.com/time.

1900 photograph of children in the North End, courtesy of the Bostonian Society.

Contemporary photograph of children, courtesy of Lauren Benison.
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1998

5.9 billion

Tokyo — 27 million
New York — 16 million
76 years

2,336,000
1,169,000

$435.00

4.6%

37.9

2 million

$1.12

$2.35

43 cents

The Lion King
from Disney

My Heart Will Go On
Riverdance
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Martin J. Benison, Comptroller

One Ashburton Place
Boston, MA 02108

Commonwealth of Massachusetts

December 16, 1999

To the Citizens of the Commonwealth of Massachusetts,
Governor Argeo Paul Cellucci, and Honorable Members of the
General Court ‘

It is with great pleasure that I transmit the Comprehensive Annual Financial Report
(“CAFR?”) for the fiscal year ended June 30, 1999 (*fiscal 1999”). This is the four-
teenth time that the Commonwealth has reported its financial results in accordance
with generally accepted accounting principles (‘GAAP”). I am pleased to report
that the financial condition of the Commonwealth is strong. Nearly $1.4 billion, or
approximately 7% of budgeted revenues is in the Commonwealth’s Stabilization
Fund, sometimes called the “rainy day” fund. With the fund nearly at the maximum,
the Commonwealth is prepared for that inevitable rainy day.

For the ninth consecutive year, revenues have exceeded expenditures in the gov-
ernmental funds. Many of us can remember in the not too distant past, that the
Commonwealth reported a deficit fund balance in accordance with GAAP of $1.9
billion. I am now pleased to report a positive GAAP governmental fund balance of
$2.7 billion. In fiscal years 1990 and 1991, the Commonwealth resorted to over $1.8
billion in deficit borrowing to start down the toad of putting its fiscal house in order.
The deficit borrowing was completely repaid in fiscal 1998. What has caused this
turnaround? Years of prudent fiscal management, characterized by structurally
balanced budgets, combined with a favorable economy, has made the Common-
wealth fiscally strong. The Commonwealth is taking steps to plan for the future. In
September 1999, the Commonwealth set aside $408.9 million to defease high interest
debt that otherwise could not be refunded. Another $229.0 million was used to fund
new infrastructure and other capital projects, avoiding additional debt burden. It is
the ongoing challenge to Commonwealth policy makers to ensure that the financial
condition of the Commonwealth remains strong.

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, Finan; =
cial, 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 comprehen-
sive understanding of the Commonwealth’s financial position and the results of its
operations for fiscal 1999,

The CAFR is prepared in accordance with GAAP as established by the Governmen-
tal Accounting Standards Board (“GASB”), the professional standards of the Ameri-
can Institute of Certified Public Accountants (“AICPA”), the recommendations of
the Government Finance Officers Association (“GFOA”), and the requirements of

- state finance law,

The Office of the Comptroller transmits the Comprehensive Annual Financial Report
for fiscal 1999 in accordance with Section 12 of Chapter 7A of the General Laws.
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BUDGETED FUNDS OPERATIONS

The portion of state finances that typically has the greatest 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. These funds are also important to analyze as the
bulk of their revenues are derived from taxation and federal grants, A
The expenditures in these funds are largely general governmental ‘
operations, Medicaid, Local Aid, debt service and public assistance.

Budgeted Funds Operations - GAAP Basis

(Amounts in millions)

FY95 FY9%6 FY97 FY98 FY99

Begining find balances (deficits)....... $  (72.0) $ 2874 $ 7092 $ 1,0963 $ 1,841.4

Equity transfer ......cccoveveeevenreeiernnnnnns 91.0 - - - - 3
Restated beginning balances (deficits). 19.0 2874 709.2 1,096.3 1,841.4 I
Revenues and other financing sources.. 16,517.5 17,524.6 18,8459 20,339.9 20,655.7

Expenditures and other financing uses.. 16,249.1 17,102.8 18,458.8 19,594.8 20,792.2

Excess (deficiency)......c.cceevvnriisivennnnnn, 268.4 421.8 387.1 745.1 (136.5)

Ending fund balances (deficits)............ $ 2874 § 7092 § 1,096.3 $ 1,8414  § 1,704.9

Budgeted Funds Operations - Statutory Basis

(Amounts in millions)

FY95 - FY9%6 FY97 FY98 FY99

Beginning fund balances .................... $ 5893 § 7265 $ 1,173.0 $ 1,394.0  $2,192.1
Revenues and other financing sources. 16,931.3 18,371.4 19,223.3 21,404.6 21,566.9
Expenditures and other financing uses. 16,794.1 17,924.9 19,002.3 20,606.5 21,646.6 ,
Excess (deficiency).......ccoevevvirvereeennnns 137.2 446.5 221.0 798.1 (79.7) !
Ending find balances...........c.ccoenvnn. $ 7265 $ 1,173.0 $ 1,394.0 - § 2,192.1 $2,112.4

Commonwealth of Massachusetts 2 Comprehensive Annual Financial Report



In fiscal 1999, the revenues and other financing sources in the bud-
geted fund totaled $20.6 billion. 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
$20.8 billion in fiscal 1999, The chart depicts the percentage of each
major program in this total.

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 provides 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’s budget and control its daily activities, the Budgeted
Funds have achieved positive ending fund balances for each of the

last five years. During this period, fund balance increased from $726.5

million in fiscal year 1995 to $2.1 billion in the current fiscal year, for a

»v:‘cumulative improvement of $1.4 billion.

" 'Overthe same period on a GAAP basis, operating gains have improved

the fund balance from $287.4 million to $1.7 billion, also a cumulative
improvement of $1.4 billion. The widely acknowledged efforts to

accomplish fiscal balance on a statutory basis are matched when viewed

on a GAAP basis.

There are five major items that account for almost all the difference
between the statutory basis reporting and GAAP: the Medicaid pro-
gram, subsidies to authorities such as the Massachusetts Bay Trans-
portation Authority (“MBTA”), 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 ser-
vices rendered during the fiscal year but not paid, or rate adjustments
owed but not paid, are not measured in that year. Rather, they are
reported statutorily in the next fiscal year. Under GA AP however, 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 fiscal 1999 were $3.8 billion, which is
5.25% higher than fiscal 1998. This increase is equivalent to the in-
crease for the total of all budgeted expenditures from fiscal 1998 to
fiscal 1999.

For several years the Commonwealth aggressively pursued a policy to
constrain expenditure growth in Medicaid, thus helping to balance the
overall budget. Beginning in fiscal 1998, the Commonwealth expanded
eligibility for services with increased spending. It is important to as-
sure Medicaid service expansion conforms to affordable growth in the
overall budget.

The second difference is the subsidies the Commonwealth pays to the
MBTA and the Regional Transit Authorities (‘RTAs”). Through vari-
ous laws the Commonwealth has obligated itself to provide subsidies
to these component units for operations and debt service.

Commonwealth of Massachusetts 3

£,5000 |
20000 |
" 81,5000 |
$1,0000 |

$5000

GAAP VS, STAT
Trends in Fund Balance
(Amounts in millions)

[_o—Statitory Basis _; _ GAAP Basis J
- 7

21921 21124

+

5‘39/:\'
. ﬂ?’“‘“ 51,7049

$1,173.0

56 5/~/.
. . $1,0063
$705.2
$287.4
FY95 Y% FY97 %8 FYSo

BUDGETED FUNDS - GAAP BASIS
Revenue and Other Financing Sources

Federal Grants
and
Reimbursemernits
17%

Miscellaneous
2%

Interfimd
Transfers
7%

Departmental
Revenue

Taxes 5%

Octher Expenditures
48% 18%

69%

BUDGETED FUNDS - GAAP BASIS
Expenditures and Other Financing Uses

Public Assistance Debt Pensions
5% 6% 2%

Direct Local - -
Aid
21%

" Medicaid
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However, the annual budget is appropriated on a basis which “lags”
behind the total amount of the subsidy. Under GAAP, this amount
obligated is accrued, to reflect the total cost of the subsidiary. For
many years the amount for the “not yet appropriated” subsidy was
growing at rates higher than the total budget.

The fiscal 2000 budget approved in November 1999 contained the
long—awaited “forward funding” of the MBTA. The budget provi-
sions also changed the MBTA'’s enabling act, which provides a new
funding mechanism for the MBTA; the dedication of twenty percent
of the existing sales tax. The Commonwealth will no longer be liable
to pay the MBTA’s net cost of service, nor will the Commonwealth
be liable for debt service assistance for honds issued after June 30,
2000. Further explanation of this event is available in the footnotes to
the general-purpose financial statements.

The third difference is compensated absences. Under the statutory
basis of accounting, the vacation and sick time taken by employees is
expensed as it is used. Under GA AP, the amounts owed for vacation
earned but not yet taken, and certain amounts of sick leave, are ac-
crued and reported as expenditures of the current fiscal year. The
liability and usage trend for compensated absences has been rela-
tively consistent.

The fourth difference is claims and judgments. Under the statutory
basis, amounts owed as a result of lawsuits for torts, tax disputes,
eminent domain land takings, or other legal actions are not measured
as expenditures until the issue js judicated and the settlement is paid.
Under GAAP, an analysis is pérformed on all pending litigation, and
an amount is accrued for that portion of litigation where a settlement
against the Commonwealth is considered probable.

The fifth difference between statutory and GAAP relates to tax rev-
enue. For example, a taxpayer’s obligation incurred during a fiscal
year usually is not fully collected until the ensuing fiscal year; under
statutory accounting this revenue is not recognized. Under GAAP,
an analysis is conducted in conjunction with the Department of Rev-
enue (DOR), and an accrual for revenue is computed. In fiscal 1999
the value of accrued revenue was $517.1 million. ‘

GOVERNMENTAL FUND OPERATIONS

The Governmental fund type includes 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.

4 Comprehensive Annual Financial Report




Governmental Fund Balance
Statutory vs. GAAP
(Amounts in millions)

The Commonwealth bonds for capital projects in arrears. These
expenditures and financing sources are recorded in the Capital-
Projects Funds component of the Governmental Funds total. The

practice of bonding in arrears allows for a high degree of certainty in [—e—Statutory _m_GAA? |
project spending, mitigating a potential adverse tax consequence. $4,000 - "$3,182.2
As a result of this practice the Governmental Funds positive fund $3,000 | $2,360.7/:
balance includes fiscal year 1999 expenditures that will not be g3 990 $1133.6 51»:‘&: ~-$3.673.3
funded by bonds until fiscal year 2000. Expenditures of $500 $1,000 | $445.2 " $1,863.1
million were subsequently financed with long term bonds issued on | ; P m $1,030.6
September 22, 1999. - T sTes)

$(1,000) , . — : :

FY95 FY9 FY97 FY98 FY99

Governmental Fund Operations - GAAP Basis

(Amounts in millions)

FY95 FY9%6 FY97 FY98 FY99

Beginning fund balances (deficits) $ 2737 §$§ (163) $ 6446 $ 10306 $ 1,863.1

Equity transfer ........oeorvniecenernencnnreneseonns 15.5 - - - -
Restated beginning balances (deficits)............ (258.2) (16.3) 644.6 1,030.6 1,863.1
Revenues and other financing sources............ 24,216.4 25,102.3 27,372.9 31,249.3 33,2727
E?cpenditures and other financing uses............ 23,9745 24,4414 26,9869 - . 30,416.8 32,462.5
EXCESS .. cvvvvreremmmnsrssenssssssssssssssssssssssssssassssnnes s . 241.9 660.9 386.0 8325 8102
Ending fund balances (deficits)......... ST $ (163 $ 6446 § 10306 $ 1,863.1] $ 2,673.3

INTERNAL SERVICE FUNDS

In fiscal 1995, the Commonwealth established for GA AP reporting
purposes three Internal Service Funds, These funds account for the
operations of the State Employees Workers’ Compensation Program,
a special workers’ compensation program for the Central Artery/
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 Human Resource Division of the Commonwealth administers
the Commonwealth's self-insured State Employees Workers’ Com-
pensation Program. Revenues to the program represent amounts
charged to the various Commonwealth departments. Expenses are
for claims and settlements, and accrued expenses for incurred claims,
which will be paid in the future. The traditional policy followed by
the Commonwealth has been to set “chargebacks” to Commonwealth
departments equivalent to claims actually paid, typically referred to
as a “pay-as-you-go” approach.
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As aresult, an unfunded liability of $257.9 million has accumulated, of which
$24.2 million is expected within one year. The Commonwealth should consider
a plan to base annual chargebacks on an actuarial valuation, thus eventually
funding such liability.

For 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’ 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 for the program. The purpose of which is to fund current and future
claims. The approach is expected to reduce the financial impact to the federal
government and the Commonwealth of potentially expensive component of
the large, multi-year construction project.

The Group Insurance Commission manages the health insurance program for
State employees, retirees, and their beneficiaries. Revenues to the program are
amounts contributed by individuals, participant organizations, or by the Com-
monwealth. The expenses are claims and accruals for claims incurred but not
reported. The accumulated balance, a small deficit, is not material to the size of
the program, suggesting that symmetry of revenues to expenses is reasonable
and change is not warranted.

Internal Service Fund Operations
(Amounts in millions)
FY95 FY9% £ FY97 FYo8 FY99

Beginning retained eamings (deficits Joovrvvveenncrsierssersesssmsesnnns $ - % (34 $ (15100 $  403) $ (102.9)
Operating gai.......ccvcerverriervernennecreeenns. e eas 127.9 68.7 32 26.6 1.0
Other revenues .................................... 6.0 3.7 7.5 10.8 14.9
Equity TranSTer ... sssnescessessesssesersees (15.7)

Balance fromthe General Long-Term Obligations ........ceeeeenn (341.6)

Ending retained eamings (AefiCits).....coowvvrvmmeremrvsnreeescreerncsnsermmerens $ (234 $ (15100 $ (403) $ (1029 $ (87.0) '

FIDUCIARY FUND OPERATIONS

The Fiduciary type of funds consists of 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, Non-expendable Trust,
Pension Trust, External Investment Trust and Agency Funds.

The Non-expendable Trusts account for assets held with restrictions and the

Agency funds account for assets managed temporarily on behalf of other
parties.
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The Expendable Trusts ended fiscal year 1999 with a fund balance of $4.8
billion. This balance is composed of $256.2 million in various Common-
wealth held Expendable Trusts, $2.1 billion in the Unemployment Compen-
sation Trust Fund and $2.5 billion in the Deferred Compensation Trust.

The External Investment Trust is comprised of the portion of investments
held by the State Treasurer on behalf of political sub-divisions in the
Massachusetts Municipal Depository Trust (“MMDT”). The MMDT was
established by the State Treasurer as a pooled investment trust.

The Commonwealth is responsible for the payment of pension benefits to
its employees and to the teachers of the cities, towns, and regional school
districts. It manages the operations of both the State Employees’ Retire-
ment System (“SERS”) and Teachers’ Retirement System (“TRS”) and re-
ports the results of operations and net assets available to fund employee
pension benefits as Pension Trust Funds. Pursuant to the pension reform
laws, the Commonwealth funds its pension liabilities on a long-term sched-

:vi,“ukle. It is the responsibility of the Public Employee Retirement Administra-
R ,V'ytion Commission (“PERAC”) to complete actuarial updates for the funding
“schedule. The current funding schedule is designed to fully fund the

systems by 2018.

On October 26, 1998, the Commonwealth updated its pension valuation
and that valuation is the basis for the current funding schedule. On April
28,1999, a pension valuation report prepared by independent consultants
to the Pension Reserves Investment Management Board (PRIM) was re-
leased. Using the same data and assumptions employed by PERAC in its
October 1998 valuation report, the independent report finds the unfunded
actuarial liability to be $7.8 billion, rather than $5.8 billion. The new study
did not reevaluate the early findings with respect to cost of living in-
creases granted to local systems prior to July 1997. Neither PERAC, nor
the independent consultants to the PRIM Board, have yet determined the
source for the differences. PERAC expects to work with actuarial firms to
determine the source of the differences and to conduct additional valida-
tion tests on its new actuarial software prior to issuing a new valuation.

The Pension Funding Progress Graph presents the excellent results over
the past six years of meeting the objective of having a fully funded plan.
Footnote 10 details the progress in a schedule by system.

Fund Balance
For Unemployment Compensation Fund
(amounts in Millions)

$2,500.0 _

$2,070.5
$1,918.7

$2,000.0 |

51,5150

$1,500.0 |
$1,043.0

81,0000 4 g649

$500.0

$-

FY95 FY%96 FY97 FY98 FY9%

Pension Funding Progress
Funded Ratio
100%
80%
0% s3% 5%

20%

0%

FY92 FY%4 FY96 FY98

The following table presents a five-year trend analysis of the Pension
Trust Funds operations: '

Pension Trust Funds

(Amounts in millions)
FY95 FY96 FY97 Fyos FY99
(as restated)

Beginning fund balances $ 11,563.1 $ 13,4832 $ 15,9562 $ 19,560.0 $ 23,960.0
Revenues 2,902.1 3,560.6 4,729.4 5,644.0 4,517.1
Expenses...... 982.0 1,087.6 1,125.6 1,244.0 1,364.8
EXCESS it serrerereeas 1,920.1 2,473.0 3,603.8 4,400.0 3,1523
Ending fund balances......cvnvierenreerinennn, $ 13,4832 $ 15,956.2 $ 19,560.0 $ 239600  $ 27,1123
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Since fiscal 1993, the CAFR has presented the University and College
systemn in accordance with the AICPA Industry Audit Guide, “Audits of
Colleges and Universities.” This presentation combines financial activ-
ity from all fund types for:

o The University of Massachusetts, including its campuses at
Ambherst, Boston, Dartmouth and Lowell.

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

Building Authority.

o  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 $2.5 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)

FY95 FY9% (1) FY97 . FY98 FY99
Beginning fund balances........ccovrmeerereercrencennns $ 20349 § 21649 § 23633 $ 25122 § 26210 B
Revenues and other additions.........vcenvvrvenns versniemmrmes  1,5367 1,816.6 1,823.7 1,461.6 1,506.8
Expenditures and other deductions..........cocovveenn. s 2,082.0 2,254.4 2,381.8 2,053.9 2,218.1
Net transfers, including state appropriations 601.6 636.2 707.0 781.2 858.3
Net assets transferred to UMass Mémorial Health Care, Inc....... - - - (70.5) -
Loss from discontinued operations - - - 9.6 -
Net INCIEASE cuvvurrvirmsincisissassisersssssssonssssenses e 56.3 198.4 1489 108.8 147.0
Ending fund balances i e s 20012 $ 2,363.3 $ 25122 $ 26210 $ 2,768.0

(1) As restated for addition of component units

In fiscal 1999, the University and colleges are commended for producing
stand alone audited financial statements in conformity with GAAP., Only ™" L
one Community College, out of the 25 institutions, did not produce a f
“stand-alone” audited financial statement. These 24 schools have dem- o
onstrated accountability to their trustees, the Governor and Legislature,

and to all concerned parties by preparing financial statements in accor- L
dance with GAAP. o

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

Education have encouraged all schools as a matter of policy to commit

the requisite resources and effort to produce stand alone audited finan-

cial statements. The role of publicly subsidized higher education is im- -
portant to the continued enhancement of the Commonwealth’s economy ;o
and quality of life. Accordingly, the financial health of the universities -
and colleges is an important public policy concern.
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COMPONENT UNITS

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 Ending
Fund Balance/ Operating Fund Balance/
Retained Gain/ Other Retained
Eamnings (Loss) Subsidy  Changes Eamings
~Massachusetts Bay Transportation Authority ... $ (157) & (664) §$& 716 $ (58 § (163)
o ‘ M"assachusetts Turnpike Authority ..o, : 368 40 - (32) 376
; v"”;’Regional Transit AULhOTItIES ...civivver it senen e 4 (82) " 60 23 5
U Massachusetts Water Pollution Abatement Trust............cocvveviirennns 72 (14) 10 31 99
R Massachusetts Development Finance Agency.....cceenecrierieenes 31 (12) 6 11 36
. Massachusetts Convention Center Authority.... 6 (14) 15 2 9
Massachusetts Technology Park Corporation (as restated)............. 17 - ) 1 17
Corporation for Business Work and Learning......coovevevviirinnereerocnne. 10 an 10 67 10
Massachusetts Community Development Finance Corporation....... 2 - 1 - 3
Community Economic Development Assistance Corporation........... 51 9 - 2 62
Massachusetts Corporation for Educational Telecommunications.. 3 (@) . 4 3 3>
Massachusetts Housing Partnership......ccceoeivecenmnniiincncoenenn 14 4 3 (@] 14
Commonwealith Zoological Corporation ... 3 4 6 2) 3
Massachusetts International Trade Cou‘r‘l\cgil‘ 1 (n 1 - 1
TORAL ittt et e bbbt 425 §  (822) $ 831 $ 41 $ 475

INDEPENDENT AUDIT

The firm of Deloitte & Touche LLP, together with subcontractors Daniel Den-
nis & Company, Margaret Carr, CPA and Susan Perna-Damon, CPA, and as-
sisted by the Office of the State Auditor (“OSA”), have performed an indepen-
dent audit of the Commonwealth’s general purpose financial statements for the
fiscal year ended June 30, 1999. OSA also plays a large role in the simultaneous
audit of the Schedule of Federal Financial Assistance to the Commonwealth, as
prescribed in the Federal Office of Management and Budget's circular A-133.

P

An integral part of any audit of financial statements is a plan that the audit
obtains reasonable, rather than absolute, assurance about whether the finan-
cial statements are free of material misstatement. When performing an audit in
accordance with applicable standards, the auditors obtain a sufficient under-
L standing of the Commonwealth's internal controls to enable them to properly
plan the audit and to determine the nature, timing and extent of the audit
procedures to be performed. However, because of the characteristics of fraud,
i a properly planned and performed audit may not detect such illegal acts.
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The OSA is statutorily mandated to perform audits of the accounts, programs,
activities and functions of all departments, offices, commissions, institutions
and activities of the Commonwealth. OSA provides its knowledge, expertise,
experience and resources as a participant in the single audit of the Common-
wealth, which encompasses all of the Commonwealth’s financial operations. A
more complete discussion of this work can be found in the State Auditor semi-
annual report avilable on their web site: http://www.state.ma.us/sao.

We express our thanks to the staff of the respective firms and the Office of the
State Auditor for their professionalism, advice and counsel. The independent
auditor’s 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 depart-
ment, constitutional office, and branch of government. The Office of the Comp-
troller 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 depart-

ment 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, the objectives 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 Office of the State Comptroller has been working to further strengthen the
guidance for Internal Controls for the Commonwealth through a statewide
Internal Control Campaign. Using the Committee of Sponsoring Organizations
(“COSO”) Report of the Treadway Commission as a basis, the office has is-
sued an expanded and updated internal control guide for Departments of the
Commonwealth. - The goal of this effort is to present a sound set of practices
that enhance financial credibility throughout the Commonwealth.

REPORTING ENTITY

The financial statements incorporate the 153 departments, agencies, boards,.
commissions, institutions of higher education, the judicial and legislative
branches of government, and constitutional offices.

The departments record their daily financial operations in the state account-
ing system called the Massachusetts Management Accounting and Report-
ing 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 compo-
nent units meet the criteria for inclusion in the reporting entity in accordance
with GAAP, 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 depart-
ments 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 statu-
tory 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 state-

ments.

CASHAND INVESTMENTS

The State Treasurer controls cash and investments. Each department deposits
cash receipts daily into a Treasury controlled bank account. Weekly and daily
warrants for disbursements are prepared by the Comptroller, and reviewed and
approved by the Governor’s Council; the Treasurer issues disbursements.
The banking and disbursement process has been recently streamlined to opti-
mize the use of electronic funds transfer and electronics benefits transfer.

A system of bank depository and disbursement accounts and “lockboxes” are
employed by the Treasurer’s Office to maximize daily cash balances. The
Treasurer manages these cash balances in MMDT and other 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 state-
ments.

The Treasurer is also responsible for quarterly cash flow plans, weekly vari-
ance reporting 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.

Fiscal 1999 is the sixth 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.

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

Fiscal Authorized - Principal
Year Unissued QOutstanding
1999 $12.0 $11.8
1998 12.3 11.0
1997 12.0 10.3
1996 8.2 10.1
1995 59 9.6

8.0% .
7.5%
7.0%
6.5%
6.0%
5.5%
5.0%
4.5%
4.0%
3.5% |

Debt Service as a Percent of
Governmental Expenditures .

7.3%

6.3%
5.9% 5.9%
5.5% 5.6%

4.7%

4,0%

3.0%

1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999

Commonwealth of Massachusetts

DEBT

The Commonwealth funds its capital appropriations by authorizing
the issuance of long-term bonds. The Long-Term Debt Chart sets
forth the trend of the Commonwealth’s tax-supported long-term in-
debtedness for the last five years.

To limit the Commonwealth debt burden, and control the degree to
which debt service creates pressure on the operating budget, the
Administration has implemented a five-year capital spending plan.
This administrative policy has existed for several years, and the effect
of debt service on the operating budget is depicted on the following
graph of Debt Service as a % of Governmental Expenditures.

In fiscal year 1997, Standard and Poor’s upgraded the rating for
Commonwealth’s General Obligation Debt from “A+"to “AA-". The
effect of the capital spending plan policy, the acceleration of funding
of the Commonwealth’s pension liability and the string of operating
surpluses were cited as reasons for the upgrade. The current credit
ratings from Moody’s is Aa3 and Fitch Investor Services is AA-.

As authorized by state finance law, the State Treasurer may utilize
short-term borrowing to support governmental cash flow. No such
borrowings have occurred during the last three fiscal years

Other debt consists of certificates of participation and capital lease
agreements. Such financing arrangements are used to acquire capital
assets, for example computer equipment and motor vehicles. The
Commonwealth continued to tilize this form of financing in fiscal
1999.

Additional information on Commonwealth debt, including guaranteed
debt of independent public authorities, is presented in Notes 7, 8, and
12 to the general purpose financial statements.

On October 13, 1999, the Commonwealth defeased outstanding debt
with a value of maturity of $512.6 million. The Commonwealth depos-
ited approximately $400 million of year-end surpluses from this fiscal
year into an irrevocable trust to provide all future debt service pay-
ments on high interest bonds, that could not be refunded with tax _
exempt debt. Additionally, on December 1st the Governor signed:
legislation to repeal $1.9 billion of authorized but unissued debt.

RISKFINANCING

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. In fiscal 1999, approximately $19.5
million was expended to settle 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 $32.7 million has
been accrued in the Governmental Funds at June 30, 1999.
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ECONOMIC AND FINANCIAL PROSPECTS

Massachusetts’s employment has been growing steadily since 1992. The
Massachusetts seasonally adjusted unemployment rate, currently at 3.1%,
remains below the national seasonally adjusted rate of 4.2% (August
1999). Commonwealth per capita income continues to outpace the nation
as shown in the Per Capita Income Graph.

The Commonwealth, with an international reputation for medical, cultural,
historical, and educational institutions, is the economic and educational
hub of New England. The Commonwealth’s economy remains diversified
but its strongest component is its knowledge-based technology and ser-
vice industries.

Massachusetts’ infrastructure provides strong support for this knowl-
edge-based economy. There are over 120 colleges and universities lo-
cated in Massachusetts, and 27.2% of the residents over age 25 have

-earned bachelor’s degrees, compared to 20.3% for the United States as a
"+ 'whole.

Our capital, Boston, has over 20 hospitals and three medical schools.
Tourism is a significant component of the economy. For 1997, the latest
data available, Massachusetts’ Office of Travel and Tourism estimates
that over 28.2 million visitors spent over $10.8 billion in the Common-
wealth in 1996. The Commonwealth ranked eleventh among states in
exports with $17.2 billion in 1998.

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

The Commonwealth’s fiscal 2000 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 $ 14.7 billion, not including transfers
and other receipts. The estimate assumes tax revenues will be 2.9% higher
than the fiscal 1999 actual collections of $14.3 billion.

After accounting for the value of vetoes and overrides in the budget as
passed, the Executive Office for Administration and Finance projects the
Commonwealth’s total budgeted expenditures and other uses in fiscal
2000 at $21.1 billion. This estimate assumes the spending in the

' Commonwealth will increase by 4.3% over fiscal 1999.

The Administration is engaged in an extensive mid-year review of this

estimate. The Governor will release his recommended budget for fiscal -

2001 in late January, at which time the fiscal 2000 forecast may be revised.
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SIGNIFICANT ACCOMPLISHMENTS

In fiscal 1999, there were a number of significant public policy accom-
plishments that demonstrate accountability and financial management.

The Government Finance Officers Association of the United States
and Canada (GFOA) awarded a Certificate of Achievement for Excel-
lence in Financial Reporting to the Commonwealth for its Comprehen-
sive Annual Financial Report for the fiscal year ended June 30, 1998.
The Certificate of Achievement is a prestigious nationa] award, recog-
nizing conformance with the highest standards for preparation of state
and local government financial reports. This is the ninth consecutive
year that the Commonwealth has received this award.

On both a statutory and GAAP basis, the Commonwealth has accom-
plished a positive fund balance for the ninth consecutive year. The
Commonwealth Stabilization fund balance has grown to $1.4 billion.
This fund, sometimes called the “rainy day” fund, represents the

. Commonwealth’s reserves for future purposes.

Fiscal 1999 saw significant changes in income tax rates in the
Commonwealth. For the general income tax, a rate of 5.95% applies to
income from employment, professions, trades, businesses, etc.
Effective on January 1, 1999, the rate applied to interest income, other
than interest income from Massachusetts’s banks and dividends (part
“A” income), was reduced from its current rate of 12% to the rate of
5.95%. The cost of this change is estimated to be $117 million, while
the fully annualized cost is estithated to be $239 million. Fiscal 1999
also saw a conforming of state tax law to federal law with respect to
Roth and educational IRA’s, deferred compensation, capital gains on
sale of a personal residence, travel and entertainment deductions and
the definition of short-term gains. These changes are estimated to
cost less than $5 million per year on a go-forward basis. The full
impact of the Roth IRA change though will only be felt as those now
contributing to Roth IRA’s withdraw their investments over a period
starting 20 years from now.

The fiscal year 2000 budget contains several tax law changes, three of
which reduce tax revenues in fiscal 2000. The budget reduces the
income tax rate from 5.95% to 5.75% over three years, with a 5.85% rat
effective January 1, 2000, a 5.80% rate effective January 1,2001 and
5.75% rate effective January 1, 2002. The Department of Revenue':"
estimates that the budgetary cost of these provisions will be
approximately $65 million in fiscal year 2000, $166 million in fiscal year
2001, $244 million in fiscal year 2002 and $293 million in fiscal year
2003 and annually thereafter.

A second set of provisions that is expected to effect revenue collec-
tions in fiscal 2000 allows taxpayers, retroactively to 1996, to use capi-
tal losses more comprehensively to offset capital gains and interest
and dividend income. The Department of Revenue has indicated that
they could result in total reduced tax liabilities in a range of $73 million
to $103 million for tax years 1996, 1997 and 1998,
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The fiscal 2000 budget also provides for the elimination of the “pay-to-play”
provisions of Massachusetts tax law, whereby a taxpayer is required to pay a
state tax assessment before appealing the ruling to the Appellate Tax Board or
the courts. The Department of Revenue estimates the revenue reduction at $31
million in fiscal 2000, $18 million in fiscal 2001 and $3 million in fiscal 2002, with
revenue increases of $8 million to $10 million projected for succeeding years,
subject to the length of time required to settle or adjudicate appeals cases.

The non-tax revenue optimization campaign was very successful in fiscal 1999.
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 departments optimized
various sources of non-tax revenue (such as federal reimbursement) by over
$49.7 million during fiscal 1999. This compares to the fiscal year 1998 amount

~of $30.9 million. The initiative is dedicated to optimizing all collection potential
+..within the framework of existing fee structure and program authorizations. The
_i"; non-tax revenue optimization campaign continues in fiscal year 2000.

The fiscal year 2000 budget also enacts a fiscally prudent structure for managing
revenues the Commonwealth will receive under the multi-state settlement
with the tobacco industry. The structure allows up to 30% of annual receipts
to be spent on new programs with the remaining 70% set aside in an endowment
from which investment proceeds will be spent. Recently the Commonwealth
received its first payment of $99.7 million. It is estimated that over the initial 25
year period the Commonwealth could receive $7.59 billion.

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 administrative or fiscal systems
include: re-engineering the Commonwealth disbursement practices to the
model of electronic commerce; exploiting the internet with web-enabling
procurement and other applications; replacing the existing array of payroll
and human resource systems with a state-of-the-art Human Resource
Compensation Management System.

The Commonwealth is finalizing its effort to remediate the “Year2000 problem”
in its mechanical and data processing systems. The Year 2000 problem is the
result of shortcomings in many electronic data processing systems and other
equipment that make operations beyond the year 1999 troublesome. For many
years, computer programmers eliminated the first two digits from the year when
writing programs. Accordingly, many programs, if not corrected, will not be
able to distinguish between the year 2000 and the year 1900. These problems
have the potential for causing a disruption of governmental services.
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In June 1997, the Executive Office for Administration and Finance
established a Year 2000 Program Management Office within the In-
formation Technology Division. The purpose of this office is to
ensure accurate monitoring of the Commonwealth’s progress in
achieving “Year 2000 compliance”.

In addition, the Office of the State Auditor has conducted extensive
examinations of the Commonwealth systems for Y ear2000” compli-
ance,

Those seeking more detailed information on the Commonwealth year
2000 efforts should visit the Information Technology Division year
2000 web page: hitp://www.state.ma.us/y2k, or the Office of the State
Auditor’s web page: http://www.state.ma.us/sao.

Under the leadership of the Information Technology Division, several
departments across the branches of government continue to
collaborate 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 inter-
nal Commonwealth departments and private sector business part-
ners have developed. Several of these projects have received na-
tional recognition and awards.

- THE FUTURE OF THE CAFR~-

NEW REPORTING PRINCIPLES TOBEIMPLEMENTED

I would be remiss if T did not report to you that the financial statements
contained herein are about to change. By fiscal year 2002, large
governments like the Commonwealth will need to change the way
their financial statements look. There will be changes that will bring
more of a divergence between the Statutory Basis Financial Report.
This divergence though, is meant to enhance readability for the casual
reader. The Commonwealth will present entity-wide financial
statements that are prepared using the “full accrual” basis of
accounting. The next significant change is the elimination of the
General Fixed Asset and General Long Term Obligation Account
Groups. These long-term assets and liabilities will be reported on
the face of the balance sheet in the governmental funds. In addition,
this “net book value” of its roads and bridges will now be valued,

increasing net assets. The Commonwealth’s actuarially determined v

pension liability, bonded debt and liabilities for compensated
absences, claims and judgements will now decrease net assets. The
Commonwealth’s expenses and a direct correlation as to how they
were paid for, will now be more readily determined, by Secretariat —
essentially by governmental function. This will be achieved by a
new “Statement of Activities” for governmental — type funds. There
will be many other changes to this report. Every government, large
and small will be making this change during the first decade of the
new millennium. We are looking forward to presenting a “pro-forma”
version of the new reporting standards formatin the fiscal year 2001
CAFR.
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— RECOMMENDATIONS AND CONCLUSIONS

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

™ The Commonwealth should continue to align its statutory basis of
| accounting with GAAP. The new funding structure for the MBTA is

’ a significant step forward. The next logical step would be to adopt a

- schedule to fund the liability for employees workers compensation.

The Commonwealth must constantly monitor and update its systems

and controls, To this end, the Office of the Comptroller has begun a
L multi-pronged effort to improve controls throughout the Common-
B . wealth, as detailed earlier in this letter. This effort must continue.

* - The Commonwealth must continue its investment in information
technology as a source of solutions to its business problems. Signifi-
cant opportunities exist to improve the productivity of the adminis-
tration of government, and technology projects will yield a substan-
tial and favorable return on investment.

Y
B
;

«

The Commonwealth must adopt a more straightforward definition of
fiscal balance that includes all budgeted funds. The existence of
numerous budgeted funds tends to fragment the budget process and
introduces unwarranted complexities into the policy debate.

The Commonwealth must eliminate funds that have chronic deficits.
Currently, nine special revenue funds have deficits totaling over $2.6
billion, the largest being the Local Aid Fund. Currently, there is no
plan to bring these funds into balance. The structure of these funds
must be changed to balance revenues with expenditures or the funds
must be eliminated and their activity consolidated into the General
Fund.

The management of spending to the administratively capped debt

limit must continue. The Commonwealth has committed to an exten-
K sive capital project agenda and great discipline will be needed to
- assure spending on these projects is matched with financing from
‘ bonds, federal reimbursement, transfer of budgetary surplus and fi-
nancial participation from component units. Assuring proper balance
between outflows and inflows, and limiting the segment funded by
bonds to the administratively imposed limit, will be a major challenge.

The Commonwealth must continue to emphasize the optimization of
both tax and non-tax revenues. This statewide campaign has gener-
‘ ated nearly $180 million in revenues since fiscal 1996. The revenue
5 optimization progress must continue.

D N
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1 express my thanks and appreciation to the many dedicated people in the
Office of the Comptroller who have supported me so strongly for the past
eleven months. You have made fiscal 1999 a successful year. Iam grateful to
Governor Cellucci and Lieutenant Governor Swift for the trust they have placed
in me. We will continue to put forward our best efforts so that this trust is well
founded. T

Respectfully transmitted, -

W/ZW

Martin J. Benison
Comptroller
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Mental Heaith Legal Advisors

Judicial Branch

Administration and Finance

Executive Office Secretary of Administration
and Finance

Developmental Disabilities
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Department of Revenue

Department of Veteran Services

Division of Administrative Law Appeals
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Department of Correction
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Department of Police
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Massachusetts Emergency Management Agency
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Chief Medical Examiner
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Registry of Motor Vehicles

Board of Building Regulations
Department of Fire Services

State Agencies

Economic Development
Department of Economic Development
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Department of Education
Higher Education .
University System
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Executive Office of Elder Affairs

Environmental Affairs

Executive Office of Environmental Affairs

Department of Food and Agriculture

Department of Environmental Management

Department of Environmental Protection

Fisheries and Wildlife Environmental Law
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Metropolitan District Commission

State Reclamation Board
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Construction
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Health and Human Services
Executive Office of Health and
Human Services
Department of Mental Health
Department of Mental Retardation
Department of Public Health
Department of Social Services
Department of Transitional Assistance
Department of Youth Services
Division of Medical Assistance
Massachusetts Commission for the Blind

" Massachusetts Commission for the Deaf

and Hard of Hearing
Massachusetts Rehabilitation
Commission
Office for Child Care Services
Office for Refugees and Immigrants
Soldier's Home Chelsea, Holyoke
Division of Health Care Finance & Policy

Labor
Department of Labor & Work
Force Development
Conciliation and Arbitration
Division of Industrial Accidents
Joint Labor Management Commission
Labor Relations Commission
Division of Employment and Training

Consumer Affairs

Office of Consumer Affairs & Business

Regulations

Board of Medicine

Department of Telecommunications
and Energy
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Division of Insurance

Division of Registration
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State Racing Commission

Alcoholic Beverages Control Commission

Division of Energy Resources

Commonwealth of Massachusetts
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The views shown here dramatize what once was and what now is. The Quabbin was created in the 1930s by the
construction of two huge earth dams — Winsor Dam and Goodnough Dike. Together these two dams impound
the waters of the Swift River creating a lake that covers an area of 39 square miles. The construction of Quabbin
Reservoir required relocating seven town boundaries, discontinuing public use of 250 miles of road, and
eliminated from corporate existence the Towns of Greenwich, Enfield, Prescott and Dana. Twenty-five hundred
people were displaced, 1,100 buildings including 650 homes were razed or removed and 7,500 graves were

[ ; disinterred — most were reentered in Quabbin Park Cemetery. As an extension of the Metropolitan Boston

L water supply, the reservoir now supplies water to 2.4 million people in 46 cities and towns

[ 100 years separate these photographs. The view taken from Mt. Pomeroy looking southerly toward the Greenwich

l) Plains area captures and personifies the charm and incomparable beauty of the New England village that was to
B become the floor of Quabbin Reservoir. Quabbin today is a wonderful sanctuary for wildlife and passionately
treasured by multitudes for its scenic beauty and its wilderness-type character. Because its primary purpose is

[ : providing safe drinking water for millions of people, recreation at Quabbin of necessity is low-key and restrictive
= which makes it such a unique and special place.

1 Photography and information courtesy of Les Campbell of Sky Meadow Studio in Belchertown,
n MA and Gene McSweeney.
M
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; Salem Witch House —————— .
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The Salem witch trials of 1692 were a source of guilt and shame for generations of local citizens. Nathaniel Hawthorne, a student of
colonial history and a descendant of one of the witch trial judges, made frequent use of the witch trials in his writings. At the turn of the
century, only a small plaque on the home of one of the witch trial judges noted this event. The front of the building actually housed a
working pharmacy. In the 1930s, the Works Progress Administration (WPA) funded the research, compilation, and publication of all
known legal documents pertaining to the witch trials. In 1948, the city restored the “Witch House,” the former residence of witch trial
judge Jonathan Corwin, as an “everlasting monument to courageous men who broke the shackles of theocratic authority and paved the
way for that freedom of thought which has made this country great.”

In 1986, a Witch Trials Tercentenary Committee was formed and charged to develop a program of activities for 1992 that would help -
“lift the shroud of misunderstanding, remorse, and shame that for three centuries had been associated with the trials.” The first annual o L
“Salem Award” was given to Gregory Allen Williams for his historic rescue of a truck driver who was being savagely beaten by a mob -
during the Los Angeles riots related to the trial of police officers accused of beating Rodney King. A memorial to the victims of the Salem

witch trials was erected next to the seventeenth-century Burying Point. Twenty inscribed benches memorialized the victims of the hysteria, o
and six locust trees (the last to bloom and the first to lose their leaves) were planted to represent the stark injustice of the witch trials. g ]
Noted Holocaust survivor and peace advocate Elie Wiesel served as keynote speaker at the August 1992 dedication. e

Photography and text courtesy of Jim McAllister, one of the authors of “Salem — Cornerstones of a Historic City.” o
Early postcard courtesy of the City of Salem. ‘ u ~

7
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Deloitte &
| Touche

/\ Deloitte & Touche LLP Telephone: (617} 437-2000
L 200 Berkeley Street Facsimile: (617) 437-2111
Boston, Massachusetts 02116-5022

Independent Auditors’ Report

Mr. Martin Benison, Comptroller
The Commonwealth of Massachusetts

We have audited the accompanying general purpose financial statements of the Commonwealth
of Massachusetts (“Commonwealth”) as of June 30, 1999, 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 98.4 percent of the total assets and 99.8 percent of the total
revenues of the University and College Fund Type. We did not audit either the financial
statements of the Massachusetts Municipal Depository Trust, as they relate to the External
Investment Trust which is an investment pool for political subdivisions of the Commonwealth,
or the financial statements of the Pension Reserves Investment Trust; which is the investment
vehicle of the Commonwealth of Massachusetts’ Pension Trust Funds, these financial statements
reflect 77.7 percent and 81.7 percent, respectively, of the total assets and total additions of the
Fiduciary Fund Type. We did not audit the financial statements of the discretely presented
component units listed in Note 1 which reflect 99.4 percent of the total assets and 95.6 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,
i insofar as it relates to the amounts included for the entities not audited by us included for the
i 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
e 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.

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 as of June 30, 1999, and the results of its operations and the cash

|

,f......._\...

Deloitte Touche
Tohmatsu



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 1 to the general purpose financial statements, the Commonwealth has
changed the reporting for funds held on behalf of local governmental units and other political
subdivisions of the Commonwealth to more clearly reflect the fiduciary nature of that
relationship. Also as discussed in Note 1 the Massachusetts Technology Park Corporation
adopted a new fund structure.

The year 2000 supplementary information on page 88 is not a required part of the basic financial
statements, but is supplementary information required by the Governmental Accounting
Standards Board, and we did not audit and do not express an opinion on such information.
Further, we were unable to apply to the information certain procedures prescribed by
professional standards because of the unprecedented nature of the year 2000 issue and its effects,
and the fact that authoritative measurement criteria regarding the status of remediation efforts
have not been established. In addition, we do not provide assurance that the Commonwealth is
or will become year 2000 compliant, that the Commonwealth’s year 2000 remediation efforts
will be successful in whole or in part, or that parties with which Commoenwealth does business
are or will become year 2000 compliant. '

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. 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 taken as a whole.

The data included in the introductory and statistical sections of this report is presented for the
purpose of additional analysis and is not a required part of the general purpose financial
statements of the Commonwealth of Massachusetts. Such additional information has not been
subjected to the auditing procedures applied in our audit of the general purpose financial
statements and, accordingly, we express no opinion on it.

O«Q»:Z& -g"/Tqu 2.7

December 16, 1999
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General Purpose
Financial Statements

" ‘ University of Massachusetts -

The Massachusetts Agricultural College in Amherst was established in 1863 under the original Morrill Land Grant act of 1862.

Four faculty members and four wooden buildings awaited the first entering class of 56 in 1867. “Mass Aggie” became Massachusetts
State College in 1931, and the University of Massachusetts ( UMass) in 1947. After World War II, Amherst experienced rapid growth in
its physical facilities, enrollment, and programs. A temporary campus opened at Ft. Devens (1946-49) to accommodate the influx of
returning veterans. The University’s second campus was opened in Boston in 1965, and expanded into the Harbor campus in 1974.

A third campus, the UMass Medical Center at Worcester, was founded in 1962, and enrolled its first class in 1970. In 1991, legislation
consolidated five public university campuses, (the three UMass campuses and the University of Lowell and Southeastern Massachusetts
University) into a single university system with an autonomous governing board. The University is one of the founding members of the
original Four College Cooperation (1956) and of the Five College Cooperative program established in 1965, offering reciprocal student
access among UMass and Amherst, Hampshire, Mount Holyoke and Smith colleges.

Circa 1900 photograph courtesy of the Special Collection and Archives, WE.B. Du Bois Library, UMass Amherst.
Aerial photo by Steve Long, courtesy of UMass, Amherst, Photo Services.

iz
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All Fund Types, Account Groups And Discretely Presented Component Units
Combined Balance Sheet

June 30, 1999
(Amounts in thousands)

Primary

Proprietary
Governmental Fund Types Fund Types

Special Capital Internal o
General Revenue Projects Service S

ASSETS AND OTHER DEBITS

Cash and short-term investment $ 2,344,861 $ 1,143,394 $
Cash with fiscal agent 75,165
Deposits -
. Investments
Restricted investments.........
~ Investments of deferred compensation plan
© ANNUILY CONMTACES..iiiviiironierionesmeiininmenmnna st i st iosssorsssressarssssssssessasnessssasssnosseiss -
Assets held in trust, 18,586 B
Receivables, net of allowance for uncollectibles: . S
Taxes 988,805 707,742 - N
Due from federal gOVEMMENL....civieinvnierermrsrnrsrenmnsmseressiesseser eoresrenteseiane s 447,964 451,477 575
. Loans, - - -
*"Other receivables, " 115,347 132,613 87
: “Due from cities and towns. 239,137 495 .
* Due from primary government - - -
Due fTom Other fUNDS..cuvvivieriierenioiererersiossimasisesisiossssseiseses st isstmessiorssstsassons 2,887,371 140 822,347 24,18
Due from component units 15,634 -
Inventory..... - 25,227
Fixed assets -
Other assets
Amounts available for retirement of general long-term obligations.............
Amounts to be provided for retirement of general long-term obligations....

Total assets and other debits......vvviiiviiiinrmeeesenmeem s $ 7,039,119 $ 2,536,253 $ 823,009 $ 325,059

282,287

I T R > S I T T

P T

LIABILITIES, EQUITY AND OTHER CREDITS
Liabilities:

Accounts payable $ 972,902 $§ 589,807 - § 408,160 $
Accrued payroll 34,552 7,737 <. 768
Compensated absences 110,967 75493 - 4,334
Tax refunds and abatements payable..........ovmrneerienns 610,842 405,706 -
Due to cities and toWNS......covievneriseresnne - - -
Due to primary gOVEIMMENL.........inimerisecsiossemsimismesrsrasssssrens - - -
Due to other funds hressestsberesrareresssasarerssseseroresresrones 743,922 2,713,091 246,370
Due to component units . , . 70,961 311,860 500
Due to federal government v oo e s e b et a bbb b eres e b ere T bober 16,452 1,067 52
Deferred revenue " 129,686 104,440 39
Prizes payable - -
Agency liabilities, L e e R e vens -
Claims and judgments 32,700 -
Deposits and unearned revenue - -
Other accrued liabilities, - 132,622
Capital 168S€ OBHEAtIONS.....cvcvner it isrernennesetsssssssassierstsssssssseatns - -

412,07

Bonds, notes payable and certificates of participation
School construction grants payable....... -

Total liabilities " 2,722,984 4,341,823 660,223 412,079

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 COMpPensation........cueoemmesveeresncemsienion 161,156

UREESEIVEW. 11ueuiiieriiesiiiniisene e eastossesarsssransasstssssrerstsasasessisnsensssobenssnsst sessbases . (248,176)

Fund balances (deficit):

Reserved for cOntinUINg apProPHAtIONS......cccrermeeisiscrsrisressssssissensesmarosssarssssisins 131,996 80,170
Reserved for tax reduction 6,818 -
Reserved for Commonwealth stabilization 1,388,523 -
Reserved for employees' pension benefits - -

LI T S = T R L N R T T S S

Reserved for deferred compensation,
Reserved for unemployment benefits........
Reserved for retirement of indebtedness.
Reserved for nonexpendabie trusts "
Reserved for capital ProJEctS...mimmeaiimimmanenieimssamsson
Reserved for investment pool partiCipants......c.eaunimimmioremmson.
Restricted

Unexpended plant funds

Renewals and replacements [T OO OOIN
Net investment in plant - - -
Unreserved and undesignated 2,788,798 (2,353,900) (298,680)

Total equity (deficit) and other credit 4,316,135 (1,805,570) 162,786 (87,020)
Total liabilities, equity and other Credits.......cvviiererereeveersersarsmrersssnismssessersersmsssonss M 7,039,119 $ 2,536,253 $ 823,009 $ 325,059

461,157

LR T S S

7,003 461,466

L ST R T R |

Y

L S T T T PP

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
5 Trust University Fixed Long-term Component
' and Agency and Colleges Assets Obligations 1999 1998 Units
. H
.- $ 3,271,002 $ 186,759 $ - $ - 6,946,016 $ 5,902,117 $ 1,086,497
) - - - - 75,165 37,631 -
. 1,884,073 45,561 - - 1,929,634 1,831,890 -
- 26,884,071 446,101 - - 27,330,172 23,783,952 546,507 -
e - - - - 282,287 273,705 827,500
i 2,480,398 - - - 2,480,398 2,006,455 -
1,415,716 - - - 1,415,716 1,340,514 -
1,946,846 - - - 1,965,432 1,918,109 4,932
218,185 - - - 1,914,732 1,912,517 -
1,299 19,057 - - 920,372 792,045 59,439
- 5,005 50,264 . - 55,269 49,810 1,376,446
i 441,691 218,256 - - 907,994 1,020,412 81,130
K - - - - 239,632 239,954 511
o - . - - - - 415,751
o - 81,807 - - 3,815,851 3,007,950 -
B - - - - 15,634 3,750 -
- 11,507 - - 36,734 35,434 42,832
- 2,531,637 3,823,678 - 6,355,315 6,057,664 7,982,771
T - 23,157 - - 23,157 19,434 130,346
- - - 461,157 461,157 53,299 -
: - - - 15,596,903 15,596,903 15,516,123 -
$ 38,548,286 $ 3,614,106 $ 3,823,678 $ 16,058,060 72,767,570 $ 65,802,765 $ 12,554,662
$ 841,112 $ 78,591 $ - $ - 2,890,572 $ 2,785,234 $ 91,683
102 76,063 - - 119,222 120,691 35,857
683 115,058 - 129,214 435,749 416,731 8,353
12,401 - - - 1,028,949 1,010,814 -
25,260 “ - - 25,260 22,673 155
.- - - - - - 15,634
1,672 110,796 - “ 3,815,851 3,007,950 -
32,430 - - - 415,751 331,433 -
- - - - 17,571 18,172 24
12,356 14,475 - - 260,996 269,166 69,325
o 1,415,716 - - 3,216 1,418,932 1,351,138 -
[ 2,179,489 4,134 - - 2,183,623 2,182,389 4,932
- - - 76,283 521,062 575,465 93,466
- 11,037 - - 11,037 8,422 -
1,263 79,733 - - 213,618 221,551 269,623
- 80,894 - 77,983 . 158,877 161,841 537,015
2 - 275,283 - 11,808:461 12,083,744 11,341,251 6,647,856
b - - - 3,962,903 3,962,903 4,196,637 -
4,522,484 846,064 - 16,058,060 29,563,717 28,021,558 7,773,923
- - 3,823,678 . 3,823,678 3,673,727 -
. - - - - - - 4,263,082
.. - - - - - 449,913
- - - - - - 1,188
- - - - 161,156 174,110 -
. . . - (248,176) (277,047) 24,201
- - - - 212,166 260,291 -
N . - - - 6,818 367,663 -
e : 5 - - . 1,388,523 1,159,588 -
S - 27,112,399 - - - 27,112,399 23,960,017 -
s 2,480,398 . - . 2,480,398 2,006,455 :
2,070,466 - - - 2,070,466 1,918,742 -
- 29,113 . - 490,270 54,027 .
5,835 ‘ - - - 5,835 5,835 -
- - - - 468,469 268,961 -
. 2,100,546 - - - 2,100,546 1,622,056 -
- - 243,687 - - 243,687 207,394 -
- 60,692 - - 60,692 73,060 -
o - 34,867 - - 34,867 35,078 -
Cl - 2,217,129 - - 2,217,129 2,099,592 -
U 256,158 182,554 - - 574,930 171,658 42,355
; 34,025,802 2,768,042 3,823,678 - 43,203,853 37,781,207 4,780,739
$ 38,548,286 $ 3,614,106 $ 3,823,678 $ 16,058,060 72,767,570 5 65,802,765 5 12,554,662
B |
b
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All Governmental Fund Types, Expendable Trust Funds and Discretely Presented Component Units
Combined Statement Of Revenues, Expenditures And Changes In Fund Balances

Fiscal Year Ended June 30, 1999
(Amounts in thousands)

.

Primary

Governmental Fund Types

) Special . Capital ‘
General : Revenue Projects
Revenues:
TAKES.cveveviieverisresisresrsesssesereserisereass e seassestrereseres srsassessassbessats veasReR e RS RO R e RS sb b ek e b Ob Ot ereRTEbe $ 8,550,619 $ 5,770,214 $ -
ASSESSMENES......ovvrieerirenrcnrrrnrinns . 238,126 308,273 . !
Federal grants and reimbursements 2,676,817 2,985,036 6,667
Departmental.........occooveironinircennenns 524,280 4,326,625 1,222
Deferred compensation contributions - - -
Miscellaneous 161,503 227,395 41,784 C
TOtAl TEVENUES.......coreveeieicreininiiiernr e enivnssnsesnsns e porisreres TR 12,151,345 13,617,543 49,673 . L
Other financing sources: ) :
Proceeds of general obligation bonds.... - - - 1,014,803
Proceeds of special obligation bonds, - - - =
Proceeds of grant anticipation notes.. - 319,434 - B
Proceeds of refunding bonds.......... - - 498,793 y
~. - Proceeds of capital leases................... 9,392 . - ) -
-~ Transfers in from primary government . - - -
+ Transfers from component units........ 5412 . . - 1,051,000
OPperating traNSTErS IMN.....oceierinnecenisirerercainerreminss i iesessnssssssessesessssssssesessasssstenes 420,594, 1,776,090 2,358,600
Total other fINANCING SOUICES......coiviiiviieriiriieieisiiss st ireseseseverseserssassrerssassessorssresesens 435,398 2,095,524 4,923,196
Total revenues and other financing sources.. 12,586,743 15,713,067 4,972,869
Expenditures:
Current:
Legislature 51,371 - -
Judiciary............ 69,257 441,684 -
Inspector General........c..occcvvevines 2,231 - -
Governor and Lieutenant Govern 5,410 - -
Secretary of the Commonwealth..... 24,056 9,038 -
Treasurer and Receiver-General.. 91,199 2,692,302 -
Auditor of the Commonwealth.... 13,241 o 742 -
Attorney General.................. 40,951 7,599 -
Ethics Commission... 708 . g 677 -
District Attorney 242 72,095 -
Office of Campaign and Political Finance. 377 401 -
Sheriff's Departments....... 130,689 3,694 -
Disabled Persons Protecti . 1,504 - -
Board of Library Commissioners........... 4,395 5,411 -
Comptroller.........cceviereiianns 7,518 . - -
Administration and finance., 786,505 269,344 -
Environmental affairs.............. 68,664 163,158 -
Communities and development... 96,156 ‘ 259,766 -
Health and human services...... 3,145,871 ' 2,014,063 -
Transportation and construction.. 12,357 124,484 -
Education....... 188,431 1,074,759 “
Higher education... 95,591 1,654 .
Public safety............ 465,860 . 394,554 -
Economic development 10,354 46,883 -
Elder affairs.............. 158,619 38,182 -
Consumer affairs... 38,048 29,764 -
Labor............ e sa et e sere e . 28,146 138,367 -
Medicaid. “ 3,521,250 307,403 -
Pension 83,593 240,654 -
Deferred compensation. . - - -
DiIrect 10Cal @id......cerveerivirinineirissiiiessie s sivsssssbssre s sesb bbb snsnsrassens 33,037 - 4,372,402 -
Capital outlay: ' .
LOCAI Bid.....uiiiriiiiieiiecrieri et cer e reas saesasea s e st sbess b e ses e reresrebeseennenereres . - - 73,485
Capital acquisition and CONSITUCHION. ......c.ccccerrirererieiniesiietre oo enessesne - - 2,601,933
Debt service: :
PriNCIPal FEHIEMENL. ......vveiiiiecrivieis e e ssse s ersbsssses rssnsets s nsesosancsaserseses 426,320 232,237 -
Interest and fiscal charges 250,958 302,727 -
TOta] EXPENAIIUIES....v.ciririieiirmiecrinmemsiie et esseses s s es e csatrine 9,852,909 13,244,044 2,675418
Other financing uses:
Payments to refunded bond €SCIOW 8EENL.........covrciiienniisi s veerererreenesssseses - - 498,793
Operating transfers out...........cc.ovverennns 476,031 2,800,272 1,153,179
Transfers of appropriations. 860,148 1,873 - .
Transfers of bond proceeds. .“ - - 58,681
Transfers to COMPONENE UNILS.......c.vvvrievrereceinnrieiiisree s erserssersiissnssresrsssrarsssssns 443,276 395,531 2,337
Total other fINANCING USES......ccuiiiririier i e eeres et et oreeresanesres T 1,779,455 3,197,676 1,712,990 o
Total expenditures and other financing uses. 11,632,364 16,441,720 ‘ 4,388,408 i ‘
Excess (deficiency) of revenues and other financing sources o .
over expenditures and other finaNCING USES.........ovvvveivecevrivicnnerinreninssssernsisrsissessenses 954,379 - (728,653) 584,461
Fund balance (deficits) at beginning of year (as restated) .........cccimmriimieneerinions: . 3,361,756 (1,076,917) (421,675) Cod
Fund balance (deficits) at end of year : . 4,316,135 $ (1,805,570) $ 162,786 i

See notes to general purpose financial statements.
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Component

Government Unit

. Fiduciary Totals Massachusetts

Fund Type (Memorandum Only) Technology

Expendable Park

Trust 1999 1998 Corporation

(as restated)
$ 845,899 15,166,732 15,049,235 .
78 546,477 516,279 -
28,709 5,697,229 5,884,933 -
17,978 4,870,105 4,801,631 36,729
567,569 567,569 472,640 -
305,665 736,347 581,982 1,021
1,765,898 27,584,459 27,306,700 37,750
- 1,014,803 766,953 -
‘ - - 100,059 -

i . 319,434 580,557
g - 498,793 861,793 -
: . 9,392 15,521 -
. . - 1,200
2 - 1,056,412 104,192 697
§ 6,796 4,562,080 3,417,043 -
j 6,796 7,460,914 5,846,118 1,897
1,772,694 35,045,373 33,152,818 39,647
- 51,371 51,194 -
189 511,130 470,680 -
. 2.231 1,876 . .
. 5.410 5,095 -
12 33,106 23,088 -
477 2,783,978 2,650,113 -
353 14,336 14,273 -
2,504 51,054 44,171 -
- 1,385 1,303 -
3,402 75,739 71,145 -
1,720 2,498 752 -
7 134,390 40,513 -
- 1,504 1,518 -
- 9,806 8.841 -
- 7,518 7173 -
5,385 1,061,234 1,067,506 -
6,394 238,216 223,014 -
1,776 357,698 351111 -
18,725 5,178,659 5,075,706 .
1,544 138,385 117,302 -
2,508 1,265,698 1,159,632 -
168 97,413 82,074 .
2,825 863,239 855,336 -
370 57,607 30,959 5,167
47 196,848 179,303 .
7,674 75,486 63,696 -
884,026 1,050,539 973,777 -
- 3,828,653 3,637,839 -
- 324,247 414,355 -
93,626 93,626 82,778 -
- 4,405,439 4,046,881 -
- 73,485 102,022 -
- 2,601,933 2,532,076 -
- 658,557 707,267 -
- 553,685 507,324 -
1,033,732 26,806,103 25,601,693 5,167
- 498,793 861,793 -
70,252 4,499,734 3,344,175 .
- 862,021 822,985 -
- 58,681 31,143 -
- 841,144 768,280 -
70,252 6,760,373 5,828,376 -
1,103,984 33,566,476 31,430,069 5,167
668,710 1,478,897 1,722,749 34,480
4,138,312 6,001,476 4,278,727 7,875
3 4,807,022 7,480,373 6,001,476 42,355
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General And Budgeted Special Revenue Funds
Combined Schedule Of Revenues, Expenditures And Changes In Fund Balances -
Statutory Basis - Budget And Actual

Fiscal Year Ended June 30, 1999
(Amounts in thousands)

General Fund

Variance
Favorable .
Budget Actual (Unfavorable) i
Revenues: :
TAXES,vevvvuvsvervirrcnmvensorsismasestiistssrsnesissassatsssesses s entesstansoresasssssesinnrebsssessrsssotennssnans $ 8,242,000 $ 8,545,797 3 303,797
ASSESSMENLS. cv.vivvvirivsisreisierionnerenn - 236,420 236,420
Federal grants and reimbursements 2,659,200 2,640,527 (18,673) .
Departmental........coociiinininnenn, . 820,200 576,852 (243,348) |
MISCEILANEOUS, c1vvviserersiaririerreseriaresrareissiesrerinrossrersnsess it otisesessesssbatsssansessess - 99,219 99,219
TOLAl FEVENUES.c..viverrersiriscereresiessmssrisissesressesserssesssenssrssmasesessssassssersssssessessessorss 11,721,400 12,098,815 -377415
Other financing sources: .
Fringe benefit COSt FECOVEIY..uuvuiiiirmiriree s sserereserersineniserseness - 121,376 121,376 ]
.. Operating transfers in............. . 285,100 412,369 127,269
.» - Stabilization transfer....... - - -
. %'~ Transfer for tax reduction... 162,500 296,298 133,798
- Total other fiINANCING SOUICES...uuciverirereersiniriiinerieee e ssssssssssasvess 447,600 830,043 382,443
Total revenues and other fINANCINg SOUICES.....uviivviarineimerrmmenmeerenierssem ) 12,169,000 12,928,858 759,858
Expenditures:
Legislature. 75,343 51,259 24,084
Judiciary....ciiins 57,345 52,011 5,334
Inspector General........ocrvoienriininnne 2,147 2,136 11
Govemor and Lieutenant Governor... 6,285 5,368 917
Secretary of the Commonwealth........ 26,140 23,258 2,882
Treasurer and Receiver-General,..., . 110,790 108,207 2,583
Auditor of the Commonwealth.,. 13,087 13,086 1
Attorney General......cooiivrnirners w“ 27,072 24,747 2,325
Ethics Commission... 695 - 690 5
District AOMEY..oieveivevnivinirssiveercnnsnioninns 289 BN 242 47
Office of Campaign and Political Finance 378 376 2
Sheriff's Departments........cccvvueernnresseers 126,714 124,576 2,138
Disabled Persons Protection Commission. 1,514 1,500 14
Board of Library Commissioners....... 4,395 4,395 -
Comptroller.......cvvcriiseeonsones 7,076 7,068 8
Administration and finance. 896,322 829,615 66,707
Environmental affairs.......coueernne 80,860 67,318 13,542
Communities and development.. 102,462 100,099 2,363
Health and human services............. 3,186,975 3,116,383 70,592
Transportation and construction, 520,430 515,424 5,006
BUCALION. 1 1vviverieserereesesseresesisserrestersrossssssnensssesssniorsarossanesse sestesssessessssessnsosssnsenson 14,349 14,102 247
Higher edUCAtION...evcvvirireirererinnsssseereerrcnirsessssserssessrssssssssssssases 921,430 911,620 9,810
Public safety......cimrsiveen . 423,641 418,042 5,599
Economic development... 12,048 11,588 460
Elder affairs.......... " 161,701 158,617 3,084
Consumer affAIrS......cocviiimii e s 41,132 37,730 3,402
Labor...ccourvrirnrenns 45,226 38,891 6,335
Direct local aid.. w 2,220 740 1,480
Medicaid........... v 3,549,504 3,549,050 454
PEIISIOM. c1vevveurrverersasnmerersessnniosssssoressinesesessensssestomsinessassassnsssiosesssnssssassessnnssssaosasss 349,219 - 348,761 458
Debt service:
Principal Fetrement. ..o 431,568 426,320 5,248
Interest and fiscal ChATBES........covrviniereremcrnie e rsa e sees 282,284 250,958 31,326
Total eXPenditures.......coiiriiieisenitiere e rosens s 11,480,641 11,214,177 266,464
Other financing uses:
Fringe benefit cost assessment.... - - -
Operating transfers out............ 287,225 287,225 -
Stabilization transfer............ - 99,373 (99,373)
Transfer for capital projects.... 118,638 229,052 (110,414)
Transfer for debt defeasance... 54,500 54,500 -
Transfer for tax reduction........ - - -
Total other financing Uses.........ocovmrvrvrereivine . 460,363 670,150 (209,787)
Total expenditures and other fiNANCING USES.....oivuiimnviereinieennieiieniseni 11,941,004 11,884,327 56,677
- Excess (deficiency) of revenues and other financing sources -
over expenditures and other fINANCING USES....ccvverivivirivrireeiniseneeresnerns 227,996 1,044,531 816,535
Fund balances (deficits) at beginning of year., 1,932,567 1,932,567 - ‘
Fund balances (deficits) at end 0f Year......c.ouvvvrenvniiivesseneneneieenenee $ 2,160,563 $ 2,977,098 $ 816,535

See notes to general purpose financial statements,
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MR

Budgeted Special Revenue Funds

Totals

(Memorandum Only)

Variance Variance
Favorable Favorable
Budget Actual (Unfavorable) Budget Actual (Unfavorable)
$ 5,466,000 $ 5,745,666 $ 279,666 13,708,000 $ 14,291,463 3 583,463
- 27,875 27,875 : - 264,295 264,295
739,900 802,402 62,502 3,399,100 3,442,929 43,829
471,700 496,575 24,875 1,291,900 1,073,427 (218,473)
- 117,783 117,783 - 217,002 217,002
6,677,600 7,190,301 512,701 18,399,000 19,289,116 890,116
. . . - 121,376 121,376
834,063 1,198,690 364,627 1,119,163 1,611,059 491,896
- 165,622 165,622 - 165,622 165,622
- 83,520 83,520 162,500 379,818 217,318
834,063 1,447,832 613,769 - 1,281,663 2,277,875 996,212
7,511,663 8,638,133 1,126,470 19,680,663 21,566,991 1,886,328
- - - 75,343 51,259 24,084
481,035 455,588 25,447 538,380 507,599 30,781
- - - 2,147 2,136 11
- - - 6,285 5,368 917
8,763 8,507 256 - 34,903 31,765 3,138
5,532 5,185 347 116,322 113,392 2,930
740 740 - 13,827 13,826 1
1,902 1,838 64 28,974 26,585 2,389
698 693 5 1,393 1,383 10
69,661 69,433 228 69,950 09,675 275
379 377 2 757 753 4
5,643 5,127 516 132,357 129,703 2,654
- - - 1,514 1,500 14
2,803 2,799 4 7,198 7,194 4
449 449 . - 7,525 7,517 8
388,063 294,674 93,389 1,284,385 1,124,289 160,096
153,830 142,908 10,922 234,690 210,226 24,464
36,297 36,205 92 - 138,759 136,304 2,455
732,207 676,383 55,824 3,919,182 3,792,766 126,416
314,814 306,266 8,548 835,244 821,690 13,554
278,916 272,613 6,303 293,265 286,715 6,550
18,337 18,229 108 939,767 929,849 9,918
437,112 427,243 9,869 860,753 845,285 15,468
69,216 44,703 24,513 81,264 56,291 24,973
11,986 11,790 196 173,687 170,407 3,280
6,171 5,609 562 47,303 43,339 3,964
13,799 5,558 8,241 59,025 , 44,449 14,576
4,318,893 4,309,429 9,464 4,321,113 4,310,169 10,944
350,097 307,403 42,694 3,899,601 3,856,453 43,148
641,549 641,450 99 990,768 990,211 557
234,550 231,698 2,852 666,118 658,018 8,100
268,098 264,839 3,259 550,382 515,797 34,585
8,851,540 8,547,736 303,804 20,332,181 19,761,913 570,268
- 23,309 (23,309) - 23,309 (23,309)
390,879 390,828 51 678,104 678,053 51
- 66,249 (66,249) - 165,622 (165,622)
- - - 118,638 229,052 (110,414)
354,389 354,389 - 408,889 408,889 -
379,818 379,818 - 379,818 379,818 -
1,125,086 1,214,593 (89,507) 1,585,449 1,884,743 (299,294)
9,976,626 9,762,329 214,297 21,917,630 21,646,656 270,974
(2,464,963) (1,124,196) 1,340,767 (2,236,967) (79,665) 2,157,302
259,559 259,559 - 2,192,126 2,192,126 -
$ (2,205,404) $ (864,637) 3 1,340,767 (44,841) $ 2,112,461 $ 2,157,302
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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, 1999
(Amounts in thousands)

Primary Government

Proprietary Fiduciary Totals
Fund Types Fund Types (Memorandum Only)
Internal Nonexpendable Component : :
Service Funds  Trust Funds 1999 1998 Units o
(as restated)

Operating revenues: . -
Charges for SEIVICES. ... i ssssss s ssssens $ - 3 - 3 - 3 - $ 532,323 t
DONAtIONS. c.1vvresicreere st st b b stebe et s e b s s et anr s - - - - 1,333
PrOIMUIUINIS. . svvvisvesserisreseensrssimsoriresssressarosssssrsssssessessessosessnsosessessosssnsasorssns 751,839 . - 751,839 735,005 43,514
Total operating revenues 751,839 - 751,839 735,005 571,170 ;

Operating expenses: , ‘ i

»-. Claims and judgments eXPense........ouuuiimsms 750,885 - 750,885 708,382 , -
"7 Cost of services and administration - - - - 1,103,040 \
" DEPrECiatioN. .cuciriinii i e - - - - 296,123 .
Total Operating eXPENSeS....cuiiiiimismiommmssmao. - 750,885 o - 750,885 708,382 1,399,163
Operating income (l0SS).......vccriinriiserinresisiesessssssssnisersemen 954 - 954 26,623 (821,993)
Nonoperating revenues (expenses):
OPErating BraNtS...vcorvieiierererivireraressessinmienmrsneereneerenssissssssesisens - - - - 101,908
INLEIEST INCOME...virirririeirriiiie s sbs e bbb sr s s sr s saenserssesnns 14,963 - 14,963 10,778 160,908
INtEIESt EXPENSE....octiiiiisisiisiiserieire st sasivssr s - - - - (364,305)
Other income - - - - 10,939
Other EXPENSES....cvvvinminmiiiiions e - - - - (12,787) s
Nonoperating revenues (EXPENSES), NELuuiiiriommemsoismesmmmss 14,963 - . 14,963 10,778 (103,337)
Income (loss) before operating transfers......coeeveerennninrnssnneinssione 15,917 - 215,917 37,401 (925,330)
Transfers in (out): .
Transfers out t0 COMPONENt UNILS......cierrrrersneerrrsmrmeremssrseseseseressmenss - - - - 697)
Transfers in from primary government - - - - 839,944
Transfers out to primary government........, ST - - - - (5,412)
Transfers in (out), net - - - - 833,835
Net InCOmE (l0SS)....vvivrnismimnieiersiemiessesrensssssseimsonss 15,917 - 15917 37,401 - (91,495)
Add: Depreciation of fixed assets acquired
from contributed capital - - - - - 141,143
Distribution of capital........ccccrvmieniiiienmmenseemmeonmn - - - - 485
Increase (decrease) in retained earnings/fund balances.........vvviecninerns 15,917 - 15,917 37,401 50,133
Retained earnings/fund balances (deficits) at beginning ofyéar ........... (102,937) 5,835 (97,102) (134,503) 425,169 -

Retained earnings/fund balances (deficits) at end of year (as restated). $§  (87,020) § 5835 $ (81,185 $ (97,102) $ 475,302

Contributed capital at beginning of year (as restated)..........corvrurerrernrer : $ 4,085,218
Add: Capital CONtribUIONS.....ovevvirereiiiie s ) 319,007
Less: Depreciation of fixed assets acquired from contributed capital (141,143) :
Contributed capital at end 0f year........c.ocivrevnemminnevnnnrensimiienses $ 4,263,082 Ch

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

T Fiscal Year Ended June 30, 1999
(Amounts in thousands)

Primary Government

Proprietary Fiduciary . Totals
Fund Type . Fund Type (Memorandum Only)
Internal Nonexpendable -Component
Service Funds Trust Funds 1999 1998 Units
oy : (as restated)
Cash flows from operating activities:
Operating income (10S5)..cvmeminiimemiimaeemsoene $ 954 $ - $ 954 $ 26,623 $  (821,993)
Adjustments to reconcile operating income (loss) to net
cash provided by (used for) operating activities:
! Depreciation and amortization enees - - - - 296,123
o Other nonoperating revenues, - - - - 10,939
: Other nonoperating expenses - - - - (12,787)
Change in assets and liabilities: .
Assets held in trust (2,055) - (2,055) (1,444) -
Due from federal government ; - - - - (38,697)
L Loans - - - - (227,680)
B4 . Other receivables - - - - 11,353
SN Due from cities and towns - - - - 651
- SR Due from primary government - - - - (51,969)
“ A Due from other funds (1,897) - (1,897) 13,111 -
Pl Inventory - - - - 3,467
v Restricted and other assets - - . - - 8,798
Accounts payable. - - - - 1,287
5 Accrued payroll - - - - 3,419
! Compensated absences - - - - 300
; Deferred revenue - - - - (3,254)
Claims and judgments, (3,383) - (3,383) 1,418 8,867
Central artery/tunnel payable - - - - (600,000)
o Other accrued liabilities - - - - 65,959
Due to cities and towns - - - - 10
’ Due to primary govemment - - ) - - (88,116)
Due to federal government. - - g - - (26)
Total adjustments (7,335) - T (7,335) 13,085 (611,356)
Net cash provided by (used for) operating activities......ocouvnrieiinsinsnenns (6,381) - (6,381) 39,708 (1,433,349)
Cash flows from noncapital financing activities: ‘ :
Operating grants K - - - - 101,908
Transfers out to component units : - - - - (697)
Transfers in from primary government - - - - 839,944
N Transfers out to primary government - - - - (5,412)
Net cash provided by (used for) noncapital
financing activities " - - - - 935,743
[ Cash flows from capital and related financing activities: .
L} Acquisition and construction of capital assets - - - - (410,915)
Proceeds from the issuance of bonds and notes - - - - 1,395,805
Interest on bonds and notes, - - - - (364,305)
Capital contributions.. - - - - 319,007
. Principal payments on bonds and notes - - - -
L . Payments to refunded bond escrow agent - - B -
Proceeds from sale of equipment - - - -
Net cash provided by (used for) capital and related financing activities....... - - - - (148,062) .
Cash flows from investing activities:
Purchases 0f INVESIMENLS. .....c.vcecererererirnreenierennerenrorererrasrorsessososseserenrsioias (8,582) - (8,582) (50,486) (3,696,657)
Sales and maturities of investments, - - - - 4,264,246
. Interest income 14,963 - 14,963 10,778 160,908
) f Net cash provided by (used for) investing activities 6,381 - 6,381 (39,708) 728,497
<o Net increase (decrease) in cash and cash equivalents...........ooveevenreniserenns - - - - 82,829
Cash and cash equivalents at beginning of year (as restated)......c..ceroreerrunns - 5,835 5,835 5,835 962,919
) : Cash and cash equivalents at end of year.... $ - $ 5,835 $ 5,835 $ 5,835 $ 1,045,748
- Reconciliation to Combined Balance Sheet:
. Cash and cash equivalents at end of year, $ - $ 5,835 $ 5,835 $ 5,835 $ 1,045,748
ir 3 Cash and cash equivalents at end of year,
8 { Component Units Governmental Funds.............c.oooiiiiininn - - - - 40,749
Lt Cash and cash equivalents at end of year,
Pension, Expendable and External Investment Trusts and Agency - 3,265,167 3,265,167 3,097,119 -
5f i Cash and cash equivalents per the Combined Balance Sheet.......covrercrnene $ - $ 3,271,002 $ 3,271,002 $ 3,102,954 $ 1,086,497
!
S
!L;< 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, 1999
(Amounts in thousands)

1999 1998
(as restated)
Additions:
Employer contributions........cieerecnnrrimverenmrmsresscnnoseseseenon $ 883,902 $ 1,677,798
Employee contributions......c..ccevvenrerevienmeenminoninnen, 637,037 v 530,761
Total CONtEIDULIONS. ..vviveiriisriiereinie s sre e srreresnnerenns 1,520,939 2,208,559
~Net investment income:
- 'Net appreciation in fair value of investments..........cco.ovsuuiinrsnnes 2,320,758 2,788,533
T IEEIESE e viisivereesisiress e s s st b b bt sa b b s ssr b ebser e eabebnens 417,744 352,503
DiIVIAENAS...vivirirrieiriiereiire e e 211,536 256,430
Real estate operating inCOmMe, Net.......ccorervrrerireirmersreierernmioronnin 84,284 71,824
Alternative INVESIMENES. .. .oiiiiieiiiiriensieimmeinionnresiessrinseerisineesseesenene 6,484 5,205
L0114 T O U OO PP PPN 5,092 3,755
Total INVESTMENT INCOME....veeiirveiiisrreciieiirreensivieseenirererserersesssenns 3,045,898 3,478,250
Less: INVEStMeNt EXPENSE.....civrrerersuieorieenrensesiaesnemrensssesssssmsssensne 49,698 42,869
Net INVESTMENT INCOMIE..iiriireiririroreirreerinreesseereressiresssressisesssesnne 2,996,200 3,435,381
TOLAl AAAIEIONS. 1vvvvreeererererererererssnertsseresesesesesssseseresssseoseseresersens 4,517,139 5,643,940
Deductions:
Administration........coeeeeereirrirenns S et benaeresaetees 8,217 35,973
Retirement benefits and refunds 1,356,540 1,208,011
Total AEAUCHIONS....iviivirinresrirrnienres ot seesesrsesienrisresresresrevesseons 1,364,757 1,243,984
NEL ICTEASE..veverrirrrrerrerisirerrereestsarersennreesirsesiessrssessseserarsssessaesessensenss 3,152,382 4,399,956

Net assets available for pension benefits
at beginning of year (fund balance reserved
for employees' pension benefits).........vcernirevernrnenrevnecseniennioonns 23,960,017 19,560,061

Net assets available for pension benefits
at end of year (fund balance reserved
for employees’ pension benefits)........ovvvivrveveriniernneversnsnerinnenns $ 27,112,399 $ 23,960,017

See notes to general purpose financial statements.
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External Investment'Trust Fund

. Statement of Changes in Net Assets Held in Trust For Pool Participants
Fiscal Year Ended June 30, 1999
R : (Amounts in thousands)
i Additions: :
C Proceeds from Sale 0f UNIES......ccorvveviveerenrensreneesionenerimsssessesisemesesesresenaens $ 4,289,702
B Units issued in reinvestment of distributions from net investment income...... 75,556
Total CONtTIBULIONS. .icvviirerveivrtinitietine et el estsesn e sereseesees 4,365,258
B ' Net investment income:
o TOEETESE. o vuveerererieereeeteir et ire e ne s sa b be e s e easver e st ek eseresbebnE et sesbebe e s ebens e ens 85,002
& Total INVestment INCOME.........c..vvviriiriiiirere i e e oo sserese s 85,002
L Less: management fees...........c...... e e e 3,180
Net INVESHTIENT INCOIME. ..veivrvveesvrsrsrrenrenrressisssesieserse s senensssnensnmmminionms esserns 81,822
Total ddItIONS...cccccvviveerirere it rre s srse s e s b estesressrtssneseeennaebee e 4,447,080
Deductions:
Cost of units redeemed.........coveeviiiiiviniiiiieriereseie s e e e et rere e 3,886,768
Distributions to unit holders from net interest income..........occovvviirinnnnne, o 81,822
TOtA] AEAUCHIONS. . ....vvvvvereereeeeeseeesseseseseseseesessssesssssssesssesssssessssssssssesssssenses s 3,968,590
Net increase ..o, OO SO ORI PP 478,490
. Net assets held in trust for pool participants at beginning of year
- (fund balance reserved for investment pool participants)........oovvvevrervuenenes 1,622,056
Net assets held in trust for pool participants at end of year
(fund balance reserved for investment pool participants)................... e $ 2,100,546

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, 1999
(Amounts in thousands)

Current Funds

See notes to general purpose financial statements,
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Loan
Unrestricted Restricted Funds
Revenues and other additions:
Unrestricted current funds reVERUES...vvvivveerneercresemiscseessssens 922,258 $ - -
Federal appropriations...co.imescmmnismeesassns - 5,705 215
Federal grants and contracts.... e s e e n - 235,649 1,204
State grants and CONTACES.....ccvrerrinieriecsmmmiim s - 70,809 64
Local grants and CONLIACES......usiierverersinssenreirererireressissasesensuosenes : - 3,120 -
Private gifts, grants and CONMracts........coveerrmrrrersrsscrenesisessnesssersion - 69,333 42
Investment income ... - 170 - 51
EndOWMENt iNCOME..cvuieiirerrerenninvrerennessesemessosarseesserssssersrensssesres - 1,206 -
Net realized/unrealized gain (loss) on investments.........cconsreeriecns - %) -
=+ Interest on 108NS TECEIVADIE......iumiveeresssrmensioserressssssersssssssssesees - - 1,091
i+, Reimbursed 10an cancellations.......c.evverrerneieresenssiesessssersesees - - 40
OthEr INCOME. .ucuiiiriiniriisirirreerseeistesssseestesbareebissesissssrerssssssssesanees - 2,834 273
Expended for plant facilities........coviiiicincmmnonnnnon. - - -
Retirement of indebtedness.. ..o - - -
Other additions...oviieermeererinminisitrieirmeeemeneeiesesssmmmse - 211 -
Total revenue and other additionS......vvcvevinreirivoniienensonierenenn 922,258 389,032 2,980
Expenditures and other deductions:
Educational and general expenditures......cooimeveeiniverismesesernens 1,390,337 368,781 -
Auxiliary enterprises eXpenditires......cocceesmmunnenniscssresssseaiens 184,175 - -
Indirect COStS reCOVEred. .uvuiimirrrirrerninernianiseniesesesererermrorereass - 44,702 -
Independent OPerationS.. ... 17,933 - -
Refunded to grantors-and dONOrS....cvcueviiiemiincnmisssinsin - v 433 121
Loan cancellations and Write~0ffs........ccvvveveerirerninnirninninsonnnns - - 1,063
Administrative and collection COSES.....evmrerrernreerervresersrerseseesseisens - ' - 1,553
Retirement of indebtedness.....cuuirrenverisrererinenninennineesnesenens - - -
Interest on indebtedness......oiveiverniisessiiveneneneeveneesimesesneeseeres - - -
Expended for plant facilities........uerccinicinmmicnrononnnim. - - -
Depreciation and amortization..........cuemememomnienen - - -
Disposal of plant facilities.......cciimiiiimmomnne, - - -
Other deductionS......ccvceemimrereiirereereninssesnsesiesioeens - - -
Total expenditures and other deductions...........ccccererersercerrinirererons 1,592,445 413,916 2,737
Mandatory transfers:
Principal and iNtErESt.....vicivuiiviiriiiererisoneoeisisiessoresesserssnnes (34,483) - -
Renewals and replacements..... (114) - -
Student loan fund matching, (1,769) 1,573 155
Operating transfers OlUL........vvimivrirernienieniniisesrersssseesenesorsnens (62,418) 72 -
Nonmandatory transfers:
Transfers of appropriation........c.iveiicnsniiiiieeenreerc. 834,400 27,621 -
Transfers of bond ProcCeeds.....cvirrmivenreiiioiiniriniens - 21,948 -
Unexpended plant funds.........cocviieecneininiereesmenns (18,136) - -
Renewals and replacements.......uvcecerernrenenrersvinsensimnnersncessmnecenenin (38,654) (15,844) -
Other nonmandatory transferS.......oveiecveirovivicrsironeseersrmerorisne (2,207) (4,267) (75)
Total transfers.......couuivienrenrereirion 676,619 31,103 80
Net increase (decrease) for the YEar...coovmirvivnirvenenenionseessnsaneens 6,432 6,219 323
Loss from discontinued Operations.......c...uvecersesreceieierererersesersenens - - -
Net amounts transferred to UMass Memorial Health Care, Inc.....ccccov....... - - -
Net increase (decrease) after discontinued operations........vuereennes 6,432 6,219 323
Fund balances at beginning of year 138,333 51,504 55,282
Fund balances at end of Year........ocoivcvvrviennnivnneisnnnenes oo 144,765 $ 57,723 55,605
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Totals

(Memorandum Only)
Endowment and Plant
Similar Funds Funds 1999 1998

$ - - 922,258 $ 922,752
) . 5,920 7,135

- 1,482 238,335 225,258

- 12,425 83,298 44,439

- - 3,120 5,774

26,657 5,064 101,096 111,353

782 5,089 6,092 7,049

418 - 1,624 1,240

5,378 (286) 5,087 7,275

- - 1,091 1,026

- - 40 244

72 1,260 4,439 9,769

- 111,795 111,795 99,313

- 20,925 20,925 16,628

7 1,434 1,652 2,353

33,314 159,188 1,506,772 1,461,608

4 - 1,759,122 1,679,269

- - 184,175 157,174

- - 44,702 43,767

- - 17,933 17,490

- - 554 531

- - 1,063 644

- 1,417 2,970 2,642

- 20,220 20,220 16,628

- 1_9;740 19,740 19,910

- 109,737 109,737 67,652

- 279 279 445

- 44,578 44,578 24,815

11,817 1,229 13,046 22,915

11,821 197,200 2,218,119 2,053,882

- 34,483 - -

. 114 . -

, 41 . .
- - (62,346) (72,868)

- . 862,021 822,985

. 36,733 58,681 31,143

- 18,136 - -

. 54,498 . -

6,439 110 - -

6,439 144,115 858,356 781,260

27,932 106,103 147,009 188,986
- - . (9,643)
- - - (70,529)

. 27,932 106,103 147,009 108,814
140,216 2,235,698 2,621,033 2,512,219

$ 168,148 2,341,801 2,768,042 $ 2,621,033
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University And College Fund Type
Combined Statement Of Current Funds Revenues, Expenditures, And Other Changes

Fiscal Year Ended June 30, 1999 -
(Amounts in thousands)

Totals
Current Funds (Memorandum Only)
Unrestricted Restricted 1999 1998
Revenues and other additions:
TUILION AN TEES..iiveriiiviiini oo rereessseosaresssserssersonres $ 491,542 $ 282 $ 491,824 $ 519,765
Federal appropriations......cv.cvecnnriinennnneeeesioeinrseemenne - 5,666 5,666 6,449
Federal grants and CONIactS......cuvvervesireciiiniieneinessesssasisrsssmmenesnes - 192,035 192,035 186,692
State grants and contracts..... 1,370 63,594 64,964 37,425
Local grants and contracts.............. - ' 6,730 6,730 5,862
Private gifts, grants and contracts... 13,598 60,599 74,197 70,590
Endowment income........ccccvvranens 1,367 809 2,176 1,089 ‘
-~ Sales and service, educational............... 14,521 - 14,521 12,172 A
.+ - Sales and service, aUXIliary ENtErPriSes..........iiomeerseresresrieriesessmsriosos 210,235 - 210,235 183,283
.- Sales and service, independent operations............cuecreerererrcrsnmencernes 24,517 - 24,517 26,163 —
Sales and service, public services................ 47,750 - 47,750 21,418 L
Recovery of indirect costs.............. 44,702 - 44,702 43,767
Other investment income ... 21,888 197 22,085 23,713
OhETcvvirvcrerer ittt rs e st ea bbb snassase e e ese s eressssebenis 50,768 2,086 52,854 91,761
Total current funds revenues and other additions.........ovvevevrveevrerererenene 922,258 331,998 1,254,256 1,230,149
Expenditures:
Instruction... 565,722 52,806 - 618,528 605,475
Research......... 49,329 118,472 167,801 177,158
Public service......... 44,816 45,184 90,000 72,920
Academic SUppOrt.......coceerrcrerrrrenns 151,279 21,57 172,850 159,903
Student SErvices....covurerercrinrranns 142,178 10,926 153,104 136,825
Institutional support......ccoecievieivenn 221,625 3,944 225,569 200,350
Operation and maintenance of plant............cco.c...... 158,608 5,598 164,206 178,933
Scholarships and fellowships........ccuntiionni, 56,780 109,753 166,533 147,183
Auxiliary enterprises.......o..... 184,175 - 184,175 157,174
Independent OPErationsS.. o vciiieinmirerieneneineereriie. 17,933 527 18,460 17,998
Total current funds expenditures..........ccocvonune rereerr i teesres 1,592,445 368,781 1,961,226 1,853,919
Transfers and other changes:
Mandatory transfers: :
Principal and Inerest......vccimiiniiniinnnisinies e (34,483) - (34,483) (29,497)
Renewals and replacements.........c.ovvvvevveniniinnienncenenes (114) - (114) (233)
Student loan fund matching.... (1,769) 1,573 (196) (148)
Operating transfers OUt.......coccviciieinnieronnsseisoms (62,418) 72 (62,346) (72,868)
Nonmandatory transfers: \
Transfers of apPropriation........cccccccvvuivneneeoiiissseeseneesreeienens 834,400 27,621 862,021 822,985
Transfers of bond proceeds. - 21,948 21,948 12,007
Unexpended plant funds.......cccocovcreimmineinncmomeseens (18,136) - (18,136) (23,567)
Renewals and replacements (38,654) (15,844) (54,498) (41,762)
Other nonmandatory transfers.... (2,207) (4,267) (6,474) (4,853)
Refunds to grantors and donors - (433) (433) (531)
Excess (deficiency) of restricted
receipts over transfers to rEVENUE. .......cccviveerirersresoreneesnseseresises - 12,332 12,332 85
Total transfers and other Changes.......cocvveeriiieieiinisirreecnenesrenne 676,619 43,002 719,621 661,618
Total increase (decrease) in fund balances...........ouvrieceieinenrenninnnis 6,432 6,219 12,651 37,848
Loss from discontinued operations........cc..eaerrimiveressessonsensenserenens - - - (9,269)
Net amounts transferred to UMass Memorial Health Care, Inc.............. - - - 22,713 ‘
Net increase (decrease) after discontinued operations...........covuieoreeevenes b 6,432 $ 6,219 3 12,651 $ 51,292 L :’

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

Proprietary Fund Type
Combining Balance Sheet

June 30, 1999
(Amounts in thousands)

Massachusetts
Bay Massachusetts Regional
Trangportation Turnpike Transit
Authority Authority Authorities
ASSETS
Cash and Short-term INVESMENTS.....iviriviverierieerrerieersssrrersisessinneoissrsssssssssossassss $ 520,997 $ 15,485 $ 19,090
INVESIMENTS..euveeiiiiiicienicieeereeceeeerrreensnsstessnsssenssutesasrassnssnsrestesssrissassntansnsreses - - 31
Restricted INVESIMENLS. . .icviierinreriisesesesissisnesiesaseessesserssmsressessesrosssossssnesss 130,518 688,452 -
- ASSES held IN HTUST.c. s - - -

. Receivables, net of allowance for uncollectibles:

5507 Due from federal GOVEINMENL.........vuuevuerveesreenereseisssssssssssssssessssssssssssssesssnnes - - 6,399
LLOANS . cetveieitrtivnresrrrrrr et rn e setase s se s s sae e s s e e rarareerersssEes s e e reesat e e s bRnaeens ) - - -
Other TECEIVADIES....iivvivriveeciriireeiiri e et ee e e s sebeasbasseessseasanissnesaneessnss 20,112 9,065 8,484

Due from cities and towns........occcevvervencrinnens et ereeree e s e san e oo- - -
Due from primary government 296,123 - 61,047
INVENLOTY.cuiiiiiiiiiiiiiiiei st s e seesresnesans rveerreennessens 41,144 1,158 339
FixXed aSSetS.uiiciiniinniniiiiiiosiiinniessisneeesssrens e et bbb 6,063,182 1,474,753 186,719
Other ASSEtS..v.ccruvrmriensrmrsnsisressenssssesens vt benes derrnerssesernennees 106,773 5,501 4,662
Total ASSELS...vivveriiricirrecenreriiresceteesesssesrereeses et e aen s $ 7,178,849 $ 2,194,414 $ 286,771
LIABILITIES AND FUND EQUITY,
Liabilities: '
Accounts payable..........cov.uneee e e s eeereeesresbt e e s e s s beteresrssRseRetr e e $ 44,400 $ 7,647 $ 14,814
Accrued payroll...... i, OO PP PTTUTURTROTORTROO 33,047 1,235 376
Compensated absences - 7,100 718
Due t0 CitieS ANd tOWNS......vvervveeesiereresierisresieereererseressiesesseesseressessrssiossssnses - - 155
Due t0 Primary ZOVEIMMENL.......covvveeerrvrerisriseiesverssssrsesesmssessnssesasnssossssesnssons - - -
Due to federal BOVErNMENt........vceerveeririererimenienienisenenesesresin e ssssssssssesssssesss - - 24
Deferred IeVenue.......oovvererecerrereriaresseerenes et e et s e e r s e e 28,867 2,504 405
Agency HabIlItIes. v rseeesssseresseresresesnsresessessenssns - - -
Claims and JUABMENtS. .......cvcvereererrieneienseiersireesreesesnssssessessesesssesseseesssas 90,289 - 3,177
Other accrued labilities.........ocvvvierrerrerrerncrsinrinscccrisssesseseessessesesressessesssnns 72,119 76,594 3,467
Capital 1ease OblIZAtiONS.......ecereivereversirniniereerenessessssssesnssessessssssssessresises 532,250 - 4,577 -
Bonds, notes payable and certificates of participation.......c.c.oveecoinioicsrereiinens 3,552,909 1,723,573 76,882
Total HabilItIes. ... vivevremiererrinierecinensissneresseersesssereeessosens R SO 4,353,881 1,818,653 104,595
Fund equity: .
Contributed capital........cccoevinciniinii s 2,988,060 - 176,929
Retained earnings (deficits):
Reserved for investment Programs......c..eeesienesnnensminmensessne - 375,761 -
Reserved for bond retirement...........ooccenivnenniineoneesoennemmenommmn. - - 734
UNIESEIVEd. ...veiiiireiiiecreiiieesii sttt sttt siasisasssbororonas (163,092) - 4,513
Fund balance:
Unreserved ‘ - - -
Total fund EQUILY......corvrecireeiir e s s siaes 2,824,968 375,761 182,176
Total liabilities and fund €qUILY....ccocvireereireceece s $ 7,178,849 $ 2,194414 $ 286,771

See notes to general purpose financial statements.
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S

Massachusetts

Water Massachusetts Massachusetts Massachusetts
Pollution Development Convention Technology Economic
Abatement Finance Center Park Development .
Trust Agency Authority Corporation Authorities Total
$ 259,937 $ 146,899 $ 19,740 $ 44,063 $ 60,286 1,086,497
501,075 31,628 - - 13,773 546,507
- - 6,136 - 2,394 827,500
- 4,932 Lo - - 4,932
40,418 - ; - 12,622 59,439
1,144,253 68,786 - - 163,407 1,376,446
30,239 6,240 512 3,576 2,902 81,130
- - - - 511 511
32,430 - 24,371 60 1,720 415,751
- - - - 191 42,832
- 33,218 203,224 14,968 6,707 7,982,771
4,060 368 1,759 6,676 547 130,346
$ 2,012,412 $ 292,071 $ 255,742 $ 69,343 $ 265,060 12,554,662
$ - $ 4,790 $ 7,194 $ 455 $ 12,383 91,683
- . - - 1,199 35,857
- 139 - - 396 8,353
- - - - - 155
- 14,750 - - 884 15,634
- - - - - 24
4,040 2,637 685 6,600 23,587 69,325
- 4,932 - - - 4,932
- - - - - 93,466
74,487 130 32,544 326 9,956 269,623
- 165 - - 23 537,015:
1,082,887 12,972 94,418 - 104,215 6,647,856
1,161,414 40,515 134,841 7,381 152,643 7,773,923
751,972 215,674 112,341 2,665 15,441 4,263,082
- - - 1,500 72,652 449,913
- - - - 454 1,188
99,026 35,882 8,560 15,442 23,870 24,201
- - - 42,355 - 42,355
850,998 251,556 120,901 61,962 112,417 4,780,739
$ 2,012,412 $ 292,071 $ 255742 $ 69,343 $ 265,060 12,554,662
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Discretely Presented Component Units
Proprietary Fund Type
Combining Statement Of Revenues, Expenses, Changes In
Retained Earnings And Changes In Contributed Capital

Commonwealth of Massachusetts 48

Fiscal Year Ended June 30, 1999
(Amounts in thousands) :
Massachusetts i {
Bay Massachusetts Regional
Transportation Turnpike Transit
Authority Authority Authorities
Operating revenues:
Charges fOr SEIVICES.....iuiveniieirnnresesssreerisresseresenesserssseesssessosestsnenessosens $ 254,394 $ 177,440 $ 62,291
DONALIONS..cvcvvsisisriisisisiun et se s st et ore s sr st ssse s b sa b ane - - 2
B 0111 OO - 19,718 806
522 Total OPETatiNg FEVENUES...vvuvimssussmsimmmsisissssssssmamsssssissssssssssssssssssssins 254,394 197,158 63,099 i
Operating expenses: .
Cost of services and adminiStration.........ovvuvivveermrierneinsnerereesesssrerererenns 697,648 112,254 127,494
DEPIECIatioN. .. vrisiiiirisiiiiciinienie e seeas s ssesessansases st s s 220,744 44,423 17,234
Total operating EXPenSeS.....uuniiermmiirismmessrsss e 918,392 156,677 144,728
Operating income (1088).....icinciininnmsininemrnsesssssnsennonsmeon (663,998) 40,481 (81,629)
Nonoperating revenues (expenses): ‘
Operating grants.......c.occoveerrnveens rreretsrae e et h e e R s e s et e abe s 12,584 - 11,948
INEEFESt INCOMIE. vererievrererriiertiiiieibesbisiseereessseessersesessssnsesssssssssassnoseses - 71,377 1,230
INEEIESt EXPENSE.cviirrirerireirirentsriessererserssriseeserssresessesessessasssessorsnesmsrsses (190,566) (103,713) (3,323) i
Oher INCOME. vuvrrirevrvmrerrererireserensitss s sssisesssisssessssssssesssssssessssessosessans 2,241 - 521 S
Other eXpenses.....coomisirennieennens e et et rn s essae e nnssrenes (340) - (3,721)
Nonoperating revenues (expenses), (T SO (176,081) (32,336) 6,655
Income (10ss) before transfers ....c.cvcverevenievirsimrnnierienemesesesiessnnes (840,079) 8,145 (74,974) '
Transfers:
Transfers out to COMPONENt UNILS.......vivirvrieerecrnssmserermsnseresesisersisesien - - -
Transfers in from primary OVEINMENLt.......cvvrvirererreerencesmrneesesseesesonenes 716,286 - 60,183
Transfers out to primary gOVErnment.......ivuirnnreiereeivnrinssnmmemennnes - - -
Total transfers 716,286 - 60,183
Net iNCOME (10S8).vvivriiiircrrresireniernriisanseensinssrseesssessssrersssesesssens evenens (123,793) 8,145 (14,791) :
Add: Depreciation of fiXxed ASSEtS.....eveerererereemreririrerieieseessesesesecseens 117,277 - 16,486 : :
Distribution of Capital......eeecrreeirmerieseinsunesessssnsissseseesssseseenns ‘ - - - ‘
Increase (decrease) in retained earnINgs.....covererervreenrrnsnnsmersisssnsmsonins (6,516) 8,145 1,695
Retained earnings (deficits) at beginning of year (as restated).......c.couonivns (156,576) 367,616 3,552
Retained earnings (deficits) at end of L ST RNOI R $ (163,092) $§ 375761 3 5,247
Contributed capital at beginning of Year.......c.ccvvriveeierierriinmiseniene $§ 2,974,490 $ - $ 147,080 ,
Add:  Capital CORtHBULIONS, NEt....vvvuurrrrrsunsrsesissssssssssssesssessssssassssens 130,847 - 46,335 .
Less: Depreciation of fiXed 8SSets . ..ivuvececiervemrnvennseronnnesmeeiensense (117,277) - (16,486) -
Contributed capital at end 0f YEar..........cuurvemverrinisennsssissesssssensssssssensieseses $ 2,988,060 $ - 3 176,929 |
i
See notes to general purpose financial statements, - .
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Massachusetts

Water Massachusetts Massachusetts Massachusetts
Pollution Development Convention Technology Economic
Abatement Finance Center Park Development
Trust Agency Authority Corporation Authorities Total
$ , - $ 8,142 $ 16,829 $ .- $ 13,227 $ 532,323
- - - - 1,331 1,333
© 3,727 7,093 170 1,010 10,990 43,514
3,727 15,235 16,999 1,010 25,548 577,170
17,904 23,369 22,953 770 100,648 1,103,040
32 3,458 8,069 665 1,498 296,123
17,936 26,827 31,022 1,435 102,146 1,399,163
(14,209) (11,592) (14,023) (425) (76,598) (821,993)
6,197 360 - - 70,819 101,908
76,742 7,816 706 279 2,758 160,908
(51,581) (1,206) (7,609) - (6,307) (364,305)
- 3,760 600 - 3,817 10,939
- e (176) - (8,550) (12,787)
31,358 10,730 (6,479) 279 62,537 (103,337)
17,149 (862) (20,502) (146) (14,061) (925,330)
. - - (697) - (697)
9,801 5,995 20,418 - 27,261 839,944
- - 4,971) - (441) (5,412)
9,801 5,995 15,447 (697) 26,820 833,835
26,950 5,133 (5,055) (843) 12,759 (91,495)
. . 7,380 . - 141,143
- - - 485 - 485
26,950 5,133 2,325 (358) 12,759 50,133
72,076 30,749 6,235 17,300 84,217 425,169
$ 99,026 $ 35,882 $ 8,560 $ 16,942 $ 96,976 475,302
$ 705,987 $ 144,880 94,631 $ 3,150 15,000 $ 4,085,218
45,985 70,794 25,090 (485) 441 319,007
- - (7,380) - - (141,143)
$ 751,972 $ 215,674 $ 112,341 $ 2,665 $ 15,441 $ 4,263,082
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Discretely Presented Component Units
Proprietary Fund Type
Combining Statement Of Cash Flows N

Fiscal Year Ended June 30, 1999
(Amounts in thousands)

Massachusetts
Bay Massachusetts Regional
Transportation Turnpike Transit
Authority Authority Authorities

Cash flows from operating activities: -
Operating iNCOME (10S5)...ccivivririiierierierinenririiiesoesseessiesesssessersresersassseseessesseses $  (663,998) $ 40,481 $ (81,629)
Adjustments to reconcile operating income (loss) to net

cash provided by (used for) operating activities: '

Depreciation and amortization.............cccouverirrmsrescnseeerseesesnns 220,744 44,423 17,234
Other nonoperating revenues... 2,241 - 521 .
Other NONOPErating EXpPenSeS.....cccvmmiiraeieisiiseeen (340) - 3,721) o
Change in assets and liabilities:
Due from federal government...........c.ccmeccrimmnmecnmensni. - - ©2,373
LOANS..0 vt st s et sra s s bbb - - -
Other reCeIVADIES.....icvviiiiiie s sn s s erbansann 25,090 (2,291) (1,478)
Due from cities and tOWNS.....vvvvrernreesennerereissesnsrsseesermmmonsesesesimseesineses - - -
Due from primary OVEIMMENL.....cvvviveerverererressoreerensmmvenreesensssessmsanns (49,610) - 652
INVENLOTY .toeiitieivesivesesesarsssresesassennesesssssesesssasssssssesessnssssaesensansessessssesnas 3,372 190 97
Restricted and other assets... 13,343 624 (1,031)
Accounts payable................. (338) (1,748) 915 .
Accrued payroll............. 3,188 175 - 140
Compensated absences.. - 323 8
Deferred revenue........... (7,031) (2,374) 230
Claims and JUdZMENS......c.cvueeererniririeeieineeeererersrorsesarseseressenesasneses 9,284 - 417)
Central artery/tunnel payable........cceninnimmnninn, - B (600,000) -
Other accrued liabilities........... 309 - 24,050 140
Due to cities and towns,........... . - - 10
Due to primary GOVEITHNENL. c..cevvveveriiernaresrerrermsenssesersrseseressesesssnsersases - (100,000) -
Due to federal government...........occcvvviiiieerecsisnnensininsessssiesnsnns - - (26)
Total adjustmentS.....cuvevvervrerrernrsererennnrersvens " 220,252 (636,628) 15,453
Net cash provided by (used for) operating activities.......ccoreerirevesmnesrercerssernesninnes (443,746) (596,147) (66,176)
Cash flows from noncapital financing activities:
OPErating Brants.......c.coovcrrererrirenceeerncs s ssessesesssersssssesersssssrssssesesssenss 12,584 - - 11,948
Transfers out to COMPONENE UNIES..ouevivivsireerriererivnesrerseieresirseererecseassesacssassossns - - -
Transfers in from primary government... 716,286 - 60,183
Transfers out to primary government - - -
Net cash provided by (used for) noncapital financing activities..........cverserservenes 728,870 - 72,131
Cash flows from capital and related financing activities:
Acquisition and construction of capital @SSets......c.cevverereriinrrisrnnsrereisreesrescnsenns (304,671) (36,337) (45,404) .
Proceeds from the issuance of bonds and Notes..........covevvererrerverresnnsens 891,713 - 71,024 ..
Interest on bonds and NOLES.......cuceivrvrriereirinininirireresr s (190,566) (103,713) (3,323) .~ E
Capital contributions.........ceceveriveiereerinns 130,847 - 46,335 o
Principal payments on bonds and notes..... (835,101) - (72,979) i
Payments to refunded bond eSCrow geNt......vvviciveerireccininieririncensinecsnsnsenens - 6,646 -
Proceeds from sale of eqUIPMENt... vvcccrereinieiieirreereneneesisnisieeressesssniesenss - - 35
Net cash provided by (used for) capital and related financing activities... (307,778) (133,404) (4,312)
Cash flows from investing activities:
Purchases of INVESHMENS. ..........coivrivenreiriniieisnee e eesssessssesesesessones (490,038) (2,890,217) (€2))
Sales and maturities of investments. 524,027 3,533,672 13 N
INEEIESE INCOME. ..vurviverssivenniiseitissisrie st stss em et b sssstses s besbesber bbb banrenes . 71,377 1,230 !
Net cash provided by (used for) investing activities.......cecvreirsrmiienimnmiiinisnnrenns 33,989 714,832 1,212
Net increase (decrease) in cash and cash eqUIVaAlENtS.....cvereviensiienecernsnianinenes 11,335 (14,719) 2,855 Ly
Cash and cash equivalents at beginning of year (as restated)........covierccrcerirninnns 509,662 30,204 16,235 f
Cash and cash equivalents at end 0f Year..........cocevevirveceineneenieineccsnssnnsenssesenens $ 520,997 $ 15,485 $ 19,090

See notes to general purpose financial statements,
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Massachusetts Massachusetts Massachusetts Massachusetts
Water Pollution Development Convention Technology Economic
Abatement Finance Center Park Development
Trust Agency Authority Corporation Authorities Total
$ (14,209) $ (11,592) $ (14,023) $ (425) $ (76,598) (821,993)
32 3,458 8,069 665 1,498 296,123
- 3,760 600 - 3,817 10,939
- - (176) - (8,550) (12,787)
(40,418) - - - (652) (38,697)
(202,401) (8,502) - - 16,777) (227,680)
(13,221) (1,519) 584 26) 4,214 11,353
- - - - 651 651
- - (3,551) - 540 (51,969)
- - - - 2 3,467
(4,046) 178 (284) “@ 18 8,798
- 402 3,095 - (1,039) 1,287
- - - - &4 3,419
- 47 - - (78) 300
3,830 1,113 (194) 205 967 (3,254)
- - - - - 8,867
- - - - - (600,000)
35,653 130 4,526 (787) 1,938 65,959
- - - - - 10
- 11,000 - - 884 (88,116)
- - - - - (26)
(220,571) 10,067 12,669 53 (12,651) (611,356)
(234,780) (1,525) (1,354) (372) (89,249) (1,433,349)
6,197 360 - - 70,819 101,908
- - - (697) - 697)
9,801 5,995 20,418 - 27,261 839,944
- - (4,971) - (441) (5,412)
15,998 6,355 15,447 (697) 97,639 935,743
(15) (10,095) (11,857) (76) (2,460) (410,915)
410,747 2,849 - - 19,472 1,395,805
(51,581) (1,206) (7,609) - 6,307) (364,305)
45,985 70,794 25,090 (485) 441 319,007
(153,235) (1,953) (21,336) (2,700) (10,982) (1,098,286)
- - - - - 6,646
- 3,949 - - 2 3,986
251,901 64,338 (15,712) (3,261) 166 (148,062)
(260,648) (31,101) (20,854) - (3,768) (3,696,657)
151,192 26,287 25,364 - 3,691 4,264,246
76,742 7,816 706 279 2,758 160,908
(32,714) 3,002 5,216 279 2,681 728,497
405 72,170 3,597 (4,051) 11,237 82,829
259,532 74,729 16,143 7,365 49,049 962,919
$ 259,937 5 146,899 5 19,740 $ 3,314 $ 60,286 1,045,748
Commonwealth of Massachusetts 49
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Notes to General Purpose Financial Statements

Fiscal Year Ended June 30, 1999

Court.

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 —

.ﬂ';{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
In addition, the Legislature has established 56
independent authorities and agencies. Below the level of
state government are county governments and 351 cities
and towns exercising the functions of local governments.
During fiscal year 1999, two counties were abolished and
absorbed by the Commonwealth. In fiscal year 2000, one
county and two County Registry of Deeds will be
abolished and absorbed by the state government.

For financial reporting purposes, the Commonwealth has
included all funds, 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 34 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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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 the Pension Trust Funds. PRIT is managed by the
Pension Reserves Investment Management (PRIM)
Board.

In addition, the following entities are blended into the
discretely presented 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
Governor. ‘

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 campuses’
Chancellors and the Treasurer of the University are
ex-officio members.

The Worcester City Campus Corporation, doing

business as Umass Health System including;
Worcester Foundation for Biomedical Research, In
a subsidiary, is a not-for-profit organization founded:
for the purpose of fostering and promoting growth, "
progress and the general welfare of the University.

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,

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.

‘Comprehensive Annual Financial Report
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Fiscal Year Ended June 30, 1999

During fiscal year 1998 certain activities of the Clinical
Service Division of the University of Massachusetts
(which is comprised of the University of Massachusetts
Medical School Teaching Hospital Trust Fund, University
of Massachusetts Medical School — Group Practice Plan,
and the University of Massachusetts Medical Center Self
Insurance Trust) and UMass Health Systems were
contributed to and merged with and into a Massachusetts
not-for-profit  corporation named UMass-Memorial
Health Care, Inc. UMass-Memorial Health Care, Inc. is
not a component unit of the University of Massachusetts
or the Commonwealth.

Discrete Component Units — Discrete component units
_are entities which are legally separate from the
~Commonwealth, but are financially accountable to the
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 Governor. The Commonwealth
guarantees the debt of the .MBTA and funds
deficiencies in the net cost of service.

(2) The Massachusetts Turnpike Authority (MTA)
operates the Massachusetts Turnpike and the Sumner
- Callahan - Williams Tunnels. The MTA is governed
by three members each appointed by the Governor.
The Commonwealith guarantees debt of the MTA.
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 a 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:

e Berkshire Regional Transit Authority
e Brockton Area Transit Authority

e Cape Ann Transportation Authority

e  Cape Cod Regional Transit Authority
e  [Franklin Regional Transit Authority

Commonwealth of Massachusetts
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e  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
e  Montachusett Regional Transit Authority

e Nantucket Regional Transit Authority

o Pioneer Valley Transit Authority

e  Southeastern Regional Transit Authority

e 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, the Boston
Common Parking Garage and the Springfield
Convention Center. = The MCCA also manages
Springfield Symphony Hall. The MCCA is governed
by a thirteen-member board of directors, which
includes nine members appointed by the Governor.
The Commonwealth provides grants to fund annual
debt service of the bonds issued and subsidies to fund
annual operating deficits. :

(6) The Massachusetts Development Finance Agency
(MDFA) aids public and private agencies in the
conversion and  redevelopment of  surplus

Commonwealth and federal property, as well asi:

blighted, decadent or substandard property for.the

purpose of stimulating economic development and to "

provide housing to low and moderate income
persons. The MDFA is governed by a board of
directors comprised of eleven members including the
Commissioner of Administration, the Secretary of
Communities and Development and nine
appointments made by the Governor. The MDFA is
authorized to issue up to $50,000,000 of general
obligation bonds and the Commonwealth also
provides subsidy assistance. = The MDFA also
requires Commonwealth approval to issue bonded
debt. On September 30, 1998 the Government Land
Bank merged with The Massachusetts Industrial
Finance Agency, a related organization, to create
Massachusetts Development Finance Agency.
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The Massachusetts Technology Park Corporation
(MTPC) manages the expansion of industrial and
commercial activity and employment opportunities in
the Commonwealth which support firms to maintain,
expand and locate their business activities within the
Commonwealth and thereby create and retain
increased and more rewarding employment
opportunities for citizens of the Commonwealth.
MTPC also manages a segregated trust fund.  The
purpose of the trust fund is to generate the maximum
economic and environmental benefits over time from
renewable energy to the ratepayers of the
Commonwealth by promoting the increased
availability, use, and affordability of renewable
energy and related enterprises, institutions, and
projects.

MTPC is governed by a board of directors comprised
of twenty-three members including the Secretary of
Economic Affairs, the Secretary of Administration
and Finance, the Chancellor of the Board of Regents
and twenty appointments made by the governor. The
Commonwealth provides funds to MTPC to support
economic development programs administered by the
Organization,

In fiscal year 1999, the MTPC changed to the use of
governmenta] funds as its primary funds due to the
recognition of change in its funding sources.

Economic Development Authorities —

@®)

€)

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. The Commonwealth owns all
of the common stock of the corporation.

Corporation for Business, Work and Learning
(CBWL) provides services that promote business
modernization, economic growth and opportunities
for gainful and fulfilling employment. CBWL 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.

Commonwealth of Massachusetts
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(10) 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.

(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, The Commonwealth can impose its will on
the entity as the Commonwealth approves the loans
issued by CEDAC, therefore, controlling the level of
services, projects, and activities the entity provides.

(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 Governor.  The
Corporation receives grants from the Commonwealth
to fund its programs.

(13)The Massachusetts Housing Partnership (MHP)
addresses local needs for affordable housing and
neighborhood development through group effort of
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, one member is the
Secretary for Administration and Finance and one is
the Secretary of Communities and Development.
The Commonwealth provides funding to MHP.

(14) The Commonwealth Zoological Corporation, doing
business as Zoo New England, 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.

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 columns of
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Fiscal Year Ended June 30, 1999

the general purpose financial statements.

The following component units were audited by Deloitte &
Touche LLP:

Discretely Presented:

Massachusetts Technology Park Corporation
75 North Drive
Westborough, MA 01581

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

Berkshire Regional Transit Authority
67 Downing Industrial Park
- 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

18 Tremont Street

Suite 1020

Boston, MA 02108

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

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
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Martha’s Vineyard Transit Authority
P. O. Box 5099
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 Development Finance Agency
75 Federal Street
Boston, MA 02110

Massachusetts Housing Partnership
2 Oliver Street
Boston, MA 02109

Massachusetts International Trade Council, Inc.
10 Park Plaza, Suite 3720
Boston, MA 02116

Massachusetts Tumpilg'eé{Authority
Ten Park Plaza, Suite 4160
Boston, MA 02116

Massachusetts Water Pollution Abatement Trust
C/0O Office of the State Treasurer

One Ashburton Place, 12th Floor

Boston, MA 02108

Merrimack Valley Regional Transit Authority
85 Railroad Avenue
Bradford, MA 01835

Montachusett Regional Transit Authority
Rear 1427 Water Street
Fitchburg, MA 01420

Nantucket Regional Transit Authority
16 Broad Street
Nantucket, MA 02554

Pioneer Valley Transit Authority
2808 Main Street
Springfield, MA 01107

Southeastern Regional Transit Authority
25 North Sixth Avenue
New Bedford, MA 02740

Worcester Regional Transit Authority

287 Grove Street
Worcester, MA 01602

Comprehensive Annual Financial Report

]
I

|
i
4

| A——



,..._‘__.‘.Q
[EEIS P

Notes to General Purpose Financial Statements

Fiscal Year Ended June 30, 1999

The following blended component units have been audited
by firms other than Deloitte & Touche LLP:

Included in the Pension Trust Funds:

Pension Reserve Investment Trust Fund

125 Summer Street, 10th Floor

Boston, MA 02110

Included in the University and College Fund Type:
Massachusetts State College Building Authority
75 Park Plaza, P.O. Box 5

Boston, MA 02116

University of Massachusetts Building Authority

1100 Venture Way, 2nd Floor
~Hadley, MA 01035

‘ University of Massachusetts Dartmouth

Foundation, Inc.
Old Westport Road
North Dartmouth, MA 02747

University of Massachusetts Foundation, Inc.
One Beacon Street, 26th Floor
Boston, MA 02108

Worcester City Campus Corporation (UMASS Health System)
University of Massachusetts Worcester

55 Lake Avenue North

Worcester, MA 01655

The following institutions of higher education were audited
by firms other than Deloitte & Touche LLP:

Berkshire Community College
1350 West Street
Pittsfield, MA 01201

Bridgewater State College
131 Grove Street
Bridgewater, MA 02324

Bristol Community College
777 Elsbree Street
Fall River, MA 02720

Bunker Hill Community College
New Rutherford Avenue
Charlestown, MA 02129

Cape Cod Community College
2240 Iyanough Road
West Barnstable, MA 02668

Fitchburg State College

160 Pearl Street
Fitchburg, MA 01420
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Framingham State College
100 State Street
Framingham, MA 01701

Greenfield Community College
One College Drive
Greenfield, MA 01301

Holyoke Community College
303 Homestead Avenue
Holyoke, MA 01040

Massachusetts Bay Commumty College
50 Oakland Avenue
Wellesley, MA 02181

Massachusetts College of Art
621 Huntington Avenue
Boston, MA 02115

Massachusetts College of Liberal Arts
375 Church Street,
North Adams, MA 01247

Massachusetts Maritime Academy
101 Academy Drive
Buzzards Bay, MA 02532

Massasoit Community,)C-o]lege
One Massasoit Boulevard
Brockton, MA 02402

Middlesex Community College
33 Kearney Square
Lowell, MA 01852

Massachusetts State College Bu1ldmg Authonty
75 Park Plaza, P.O. Box 5
Boston, MA 02116

Mount Wachusett Community College
444 Green Street
Gardner, MA 01440

North Shore Community College
One Ferncroft Road
Danvers, MA 01923

Northern Essex Community College
100 Elliot Street
Haverhill, MA 01830

Quinsigamond Community College
670 West Boylston Street
Worcester, MA 01606

Salem State College

352 Lafayette Street
Salem, MA 01970
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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 01602

~The following institution of higher education did not have
~:an audit performed:

Roxbury Community College

The following External Investment Trust was audited by a
firm other than Deloitte & Touche, LLP:

Massachusetts Municipal Depository Trust
Office of the State Treasuer

One Ashburton Place, 12th Floor

Boston, MA 02108

The following Expendable Trust was audited by Deloitte &
Touche, LLP:

Commonwealth of Massachusetts Dcfcrr'cd Compensation Plan
C/0 Office of the State Treasurer

One Ashburton Place, 12th Floor

Boston, MA 02108

The following are “related organizations” under GASB
No. 14, “The Financial Reporting Entity”: Massachusetts
Port Authority, Massachusetts Housing Finance Agency,
Massachusetts Health and Educational Facilities
Authority and Massachusetts Technology Development
Corporation. 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.
Transactions between funds within a fund type, if any,
have not been eliminated.

Commonwealth of Massachusetts
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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 special obligation
bonds and federal reimbursements.

Proprietary Funds — include 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 for
individuals, private organizations, other governmental
units, and/or other funds.

Expendable Trust Funds account for trusts whose':

principal and income may be expended for thei
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.

External Investment Trust Fund accounts for the portion
of pooled cash held under the custodianship of the
Commonwealth for the benefit of cities, towns and other
political subdivisions of the Commonwealth.
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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
v 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 and capital leases 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, school construction grants, 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 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
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measurement focus-and the modified accrual basis of
accounting. In addition, the discretely presented
component unit MTPC is accounted for on the current
financial resources and modified accrual basis of
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, External
Investment Trust and Pension Trust Funds and discretely
presented Component Units, except for MTPC
governmental activities, are reported using a flow of
economic resources measurément 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 to 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
foundations.

Statutory (Budgetary) Accounting — The Common-
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.
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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
considered measurable and available at year end. Deeds
excise taxes are recognized at the time of collection by
the counties and the Commonwealth,

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
1" 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.

The Commonwealth has separately published its audited
“Statutory Basis Financial Report” for the fiscal year
June 30, 1999, dated October 21, 1999.

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 or amortized 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. Investments are carried at fair value,

The Pension Trust Funds, with investments totaling
approximately $26,884,071,000, 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
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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, 1999, the estimated fair
values, determined by management with input from the
investment managers, of these real estate and alternative
investments were approximately $2,481,029,000 in the
Pension Trust Funds, representing 6.4%, of the total
assets of the Fiduciary Fund Type.

The Commonwealth maintains a short-term investment
pool established by the State Treasurer on June 8, 1977
through a Declaration of Trust. The investments are
carried at amortized cost, which approximates fair value.
The primary government’s and component unit’s share
are reported as short-term investments within their
respective reporting categories.  The various local
governments and other political subdivisions share of
approximately $2,100,546,000 is reported as an External
Investment Trust within the Fiduciary Fund Type. The
June 30, 1998 share of approximately $1,622,056,000
was reported as a short-term investment and an agency
fund liability. The change in presentation is considered a
change in reporting to more clearly reflect the Trust’s
fiduciary responsibijlities for these external pool amounts.

Included in the discretely presented Component Units is
approximately $9,487,000 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. Annuity contracts represent
guaranteed investment contracts and are carried at present
value. Investments of the Commonwealth’s Employees
Deferred Compensation Plan are carried at fair value,

e.  Securities Lending Program —

The Pension Trust Funds 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,
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1999, the market value of the securities on loan from

PRIT was approximately $1,292,000,000. The value of

the collateral held by PRIT amounted to approximately

$1,394,000,000 at June 30, 1999. 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

e loaned securities. The collateral securities cannot be

| pledged or sold by PRIT unless the borrower defaults,

o The securities lending agents indemnify PRIT in the event

- that the agents fail to return the securities lent or if the

! collateral is inadequate to replace the securities lent.

PRIT does not believe it has credit risk exposure to the

borrower because the amounts PRIT owes the borrower

exceeds the amounts the borrower owes PRIT. The

. _securities on loan are included in investments at fair value
+7as of June 30, 1999 in the combined balance sheet.

o 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,

g. Due From Cities and Towns - vy

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

h.  Inventories and Other Assets ~

Inventories included in the Governmental Fund Types
L 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.
Inventories included within the University and College
Fund Type and the Component Unit column are stated at
P 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
j capitalized in the General Fixed Assets Account Group in
Lo the year purchased. General fixed assets are recorded at
historical cost, or at estimated historical cost if actual
historical cost is not available, Donated fixed assets are
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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 except land
associated with infrastructure. 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
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 Foundation, Inc. and the
University of Massachusetts Dartmouth Foundation, Inc.
fixed assets, which are depreciated 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: v

Structures and improvements................... 3 - 60 years
Equipment, furniture,
fixtures and vehicles.........c.ccocnninenn, 3-25 years

J. Interfund/Intrafund Transactions -

During the course of 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.
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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
and worker’s compensation activity are accounted for
through the Internal Service Funds.

I School Construction Grants Payable -

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, 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 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.
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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.

o. 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 employee’s workers’
compensation, the Commonwealth assumes the full risk
of claims filed under a program managed by the Human
Resources Division. 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 Commonwéalth’s employees and retirees. The

Internal ~ Service Funds account for workers’
compensation and group insurance risk financing
activities.

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 specifically 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
General Laws and an amount set aside in the Tax
Exemption Escrow Trust Fund to fund the Fiscal Year
1998 portion of permanent tax reductions authorized by
Chapter 175 of the Acts of 1998. 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 General Laws.
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“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 deferred compensation” - identifies
amounts held for employees payment of deferred
compensation in accordance with Internal Revenue
Service Code Section 457.

“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 Special Obligation Revenue
~ Bonds authorized under Section 20 of Chapter 29 of the

Massachusetts General Laws and Chapter 33, Acts of
1991 and Grant Anticipation Notes authorized by Chapter
11 of the Acts of 1997 and Chapter 121 of the Acts of
1998.

“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.

“Reserved for investment pool participants” — accounts
for assets held for governmental entities and other local
governmental and political subdivisions, in an external
investment trust,

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 does not present consolidated financial
position, results of operations or cash flows.
elimination’s have not been made in the aggregation of
this data.

r.  Reclassifications -

For the fiscal year ended June 30, 1999, certain

- reclassifications have been made to the 1998 balances to

conform to the presentation used in 1999. Certain
amounts in the separately issued Component Units
financial statements has been reclassified to conform to
the -accounting  classifications used by the
Commonwealth.
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s.  Change in Reporting -

The Commonwealth maintains a short-term investment
pool (Trust) established by the State Treasurer on June 8§,
1977 through a Declaration of Trust. The investments are
carried at amortized cost, which approximates fair value,
and are reported by the primary government and
component units as short-term investments within their
reporting categories.  Investments of approximately
$2,112,250,000 belonging to various local governments
and other political subdivisions of the Commonwealth are
reported as an External Investment Trust within the
Fiduciary Fund Type at June 30, 1999. Prior to June 30,
1999, such amounts were reported as an agency fund
liability.  Beginning fund balance of the External
Investment Trust has been restated by approximately
$1,622,056,000 to reflect this change. This change in
was made to reflect the Trust’s fiduciary responsibilities
for these external pool amounts.

In addition, the Commonwealth maintains investments in
the Pension Reserve Investment Trust (PRIT) on behalf of
retirement systems of cities, towns and other political
subdivisions of the Commonwealth. Investments of
approximately $839,418,000 at June 30 1999 belonging
to the retirements systems of these local governments and
other political subdivisons is reported as part of the
pension trust funds of the Commonwealth within the
Fiduciary Fund Type and represent less than 3% of the
total assets held by PRIT. Prior to June 30, 1999, such
amounts were reported as an agency fund liability.
Beginning fund balances of the Pension Trust Funds has
been restated by $738,709,000 to reflect this change. The
change in reporting was made to Dbetter the
Commonwealth’s fiduciary responsibilities for these
pension funds

2. BUDGETARY CONTROL

State finance law requires that a balanced budget 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.

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.
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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 majority of the Commonwealth’s appropriations are
noncontinuing 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

’,ﬁf_,,""fj’laye retained and made available for spending within an

appropriation account. The allocation of fringe benefits
and other costs which are mandated by state finance law
are not itemized in the appropriations process or
separately budgeted.

The original fiscal year 1999 appropriations act was
Chapter 194, Acts of 1998, This appropriation act
authorized $18,717,021,000 in direct appropriations. In
addition, the act contained $810,540,000 in authorizations
to retain and expend certain non-tax revenues of which
$800,120,000 were estimated to be collected and
expended, plus $106,849,000 of interagency chargebacks.
Chapter 194 included estimates of $13,870,500,000 in tax
revenues and approximately $5,644,200,000 in non-tax
revenues, With these revenues (exclusive of
chargebacks) projected to total approximately
$19,514,700,000 and with unreserved balances of
approximately $378,527,000 carried forward from the
fiscal year 1998, the budget as presented in this original
appropriation act was considered to be in balance.

During fiscal year 1999, the Legislature also passed and
the Governor signed, with some modification through
veto, Chapters 319, 386, 399, 481 and 482 of the Acts of
1998, and Chapters 10, 20, 22 and 26 of the Acts of 1999,
which included numerous supplemental budgetary
appropriations. These supplements added $954,000 in
direct appropriations and $207,319,000 in additional
retained revenue authorizations and $2,192,000 in
additional interagency chargebacks.

Subsequent to June 30, 1999 the Legislature passed and
the Governor signed Chapters 55 as amended and 68 of
the Acts of 1999 which included $95,703,000 in
additional supplemental appropriations, $605,720,000 in
additional retained revenue authorizations. The
cumulative fiscal year 1999 appropriations, retained
revenues, and interagency chargebacks totaled
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approximately  $20,546,299,000. Appropriations
continued from fiscal year 1998 totaled approximately
$260,289,000 and certain interfund transfers directed by
statute totaled approximately $1,111,042,000,

Because revenue budgets are not updated subsequent to
the original appropriation act, the comparison of the
initial revenue budget to the subsequent, and often
modified, expenditure budget can be misleading. Also,
these financial statements portray fund accounting with
gross inflows and outflows, thus creating a discrepancy to
separately published budget documents. In conducting the
budget process, the Commonwealth excludes those
interfund transactions that by their nature have no impact
on the combined fund balance of the budgeted funds.
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.

Line item appropriations are enacted for the General Fund
and certain Special Revenue Fund activities. For these
funds, a Combined 'Schedule 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, Commonwealth
Stablization Administrative Control, Environmental, and
Other budgeted funds.

The Office of the Comptroller (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 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.
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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): :
Special
Revenue

General
Fund

Excess (deficiency) of revenues and
other financing sources over expenditures
and other financing uses (Statutory basis).............. $

1,044,531 S (1,124,196)

Entity differences:
Excess of revenues and other financing
sources over expenditures and other financing uses
for Non-budgeted Special Revenue Funds.......... -
Perspective differences:
Certain activities treated as Special Revenue
Funds for statutory purposes are accounted for
in the General Fund for GAAP........ccovunconiennion

362,216

(42,827) 42,827

. 'Basis of accounting differences:
=2 Net change in taxes receivable......covumrriiinne
"’ .Net change in

17,515 22,194
due from federal government.......couvvnrerrivensecns
Net change in other
receivables and other 8ssets.......omurnmonisisnsiens
Net change in tax refunds
and ab payable
Net change in accounts
payable and other liabilities......co.c.ccessureresncorens

(17,359) 228
290,451 2,419

(9,974) (8,244)

(327,958) (26,097)

Excess change of revenues and
other financing sources over expendifures
and other financing uses (GAAP basis).........ccuvne. $

954379 $  (728,653)

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, 1999, the carrying amount of the Primary
Government’s total cash and cash equivalents was
$670,138,000 and the corresponding bank balance was
$689,130,000.  Bank deposits in the amount of
$6,398,000 were insured by the Federal Deposit
Insurance Corporation, $100,241,000 were collateralized
in the name of the Commonwealth and $582,491,000
were uninsured and uncollateralized.

Component Units -

As of June 30, 1999, the carrying amount of the discretely

presented Component Unit’s total cash and cash
equivalents was $791,937,000 and the corresponding
bank balances were $793,903,000. Bank deposits of
$145,882,000 were insured by the Federal Deposit
Insurance Corporation, $11,562,000 were collateralized
in the name of the respective component units, and
$636,459,000 were uninsured and uncollateralized.
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Investments — The investments are reported at fair value
in the financial statements. 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 & Poor’s
Corporation and Moody’s Commercial Paper Record and
repurchase agreements that any of these obligations
secure. 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.
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Primary Government — Investments of the Primary Government at June 30, 1999, are as follows (amounts in thousands):

Category Category Category
1 2 3 Total :
Investment !
Repurchase agreements.......vune $ 1,288,522 $ 1,075 h) 907 $ 1,290,504
U.S. Treasury obligations.......... 1,703,869 5,660 97,493 1,807,022 .
Commercial paper..........cvueuns 3,332,551 - 359 3,332,910 o
Government obligations 2,090,111 22,171 10,988 2,123,270
Equity securities. ..couuiinsreerens 18,238,459 478 28,341 18,267,278
Fixed income securities............ 3,643,587 - 204,824 3,848,411
8,308 - 500 8,808
207,156 - - 207,156
- 4,438 2,709 7,147
$ 30,512,563 $ 33,822 $ 346,121 30,892,506
Money market inVeStmMENTS. ... vvuuviyiuvereinerererirerereenrerrirririntee e, 544,370 -
Mutual fund investments. ... 39,139 ; i
ADNUILY COMIACES. 11\ tvviuneerstervirerrnsrnnnen e stneeeneesnsssensteimssnrneeroreninranss 1,415,716
BUrodollar CONtracts, ... vuvrervrirt i eersneiieenirsnecnranssreetrecenttineareenaeneeenenns 5,556
TR TR PPN 1,314,345 L
ASSELS NEld N trUSE. . .vvusevvners et i e vt e e e eiesnes vt 1,965,432 s
Deposits With U.S. Treasury........ccuvirerirnrreeisicinneenirmmnecsirnmmns e 1,884,073
Certificates 0f DEPOSits.....vvirivnruunioriiiiiiiiii s, feneae 39,113
Ot cvaveves v evb e s b s 1,174,034
TOtAl 1ottt vt sttt etste et e er s esessser et et et ers et ete et s aae et et e ts e § 39,274,284
Following is a reconciliation of investments as Following is a reconciliation of the balance of cash and
summarized above to the balance as recorded in the short-term investments at June 30, 1999 (amounts in
combined balance sheet (amounts in thousands): thousands): ‘
Investments as summarized above................ $ 39,274,284 Carrying amount of cash
Less: and cash equivalents......couivirevnmrecreivonns $ 670,138
Short-term investments reported Cash with fiscal 8gent.......ovuvvrverrermnrsesrinenns (75,165)
in the combined balance sheet as i
cash and short-term investments................ 6,351,043 Short-term inVestments.........ouevvimvnsiereserens 6,351,043
Restricted investments reported Cash and short-term ¥
separately in the combined investments as reported on o
balance SHEet. .o.uuvuiririrenririnrenerininnions 282,287 the combined balance sheet........cosrveerenes $ 6,946,016
Assets held in trust reported separately
in the combined balance sheet................... 1,965,432
Annuity contracts reported separately Financial Investments with Off-Balance Sheet Risk —
in the combined balance sheet................... 1,415,716 Certain investments of the Commonwealth may involve a
Deposits reported separately degree of risk not accounted for on the respective
in the combined balance Sheet.................. 1,929,634 financial statements. A description of such “off-balance

sheet risks” is as follows,
Investments as reported on

the combined balance sheet..........conr.nr..... $ 27,330,172 . .
e i) Forward Currency Contracts — The Pension Trust

Funds enter into forward currency contracts to hedge the L 'f'
exposure to changes in foreign currency exchange rates —
on foreign portfolio holdings. The market value of the
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contract will fluctuate with changes in currency exchange
rates.

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.

L i‘ii) 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 futures.

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 a nonliquid 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
nonhedging 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,
the Pension Trust Funds recognize a realized gain or loss.
The notional value of the futures contracts at
June 30, 1999 for the Pension Trust Funds amount to
approximately $159,322,000 with unrealized gain of
approximately $587,000. '

iii) 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, 1999, there were no material options
outstanding.

Component Units — Investments of the discretely presented Component Units at June 30, 1999 are as follows (amounts in

thousands):
Category Category Category
1 2 3 Total

Investment
Repurchase agreements.......... $ 20,656 $ 15,000 $ 3,883 $ 39,539
U.S. Treasury obligations...... 2,393 - 514 2,907
Commercial paper............... .. 238,580 39,929 - 278,509
Government obligations......... 122,786 413,504 22,614 558,904
Equity securities..........oevennens - - 1,654 1,654
NOES..vevveerrersrrereeereiireeisionens 14,830 - 4,891 19,721
Other...ovvevrrierinrrcersreeieieens - 161,333 13,885 175,218

$399,245 $ 629,766 $ 47,441 1,076,452
Mutual fund InVeStMents. ........ovevviiiiiiirieiriirieer e e eeaan e 380
Assets held in tTUSt...... v e 4,932
Guaranteed investment CONIIACES. ... .uvivyerirrnrervinerrsierenerenienersreernerenens 583,300
Certificate of depOSIS. .. .uvuvierireieiiii e e 8,435
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! Following is a reconciliation of investments summarized Following is a reconciliation of the balance of cash
; above to the balance as recorded in the combined balance and short-term investments at June 30, 1999
{ sheet (amounts in thousands): (amounts in thousands):
| .
Investments as summarized above.........covorvervienniniinnne $ 1,673,499 Carrying amount of cash and cash equivalents......... $ 791,937
Less: : .
Short-term investments reported in the combined Short-term investments reported as
balance sheet as cash and short-term investments........ 294,560 investments for GASB 3 disclosure purposes
Restricted investments reported separately but reported in the combined balance sheet
in the combined balance Sheet........crrrrenreriornesen 827,500 as cash and short-term investments.......couvecensneenns 294,560
Deferred compensation plan mutual funds reported Cash and short-term investments as reported
separately in the combined balance sheet............cc.co.eu. - in the combined balance sheet..........oovveoiriirirnnnens $ 1,086,497

Assets held in trust reported separately
in the combined balance sheet...........cvuvuvviineiiririnnns 4932

- . Investments as reported in the combined balance sheet....$ 546,507

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..........cococounn. $ 1,207,454 § 451,535 § - $ 679485 § (‘786,358) $ 1,552,116
Special Revenue Funds..... 853,507 451,477 - 157,410 (170,562) © 1,291,832
Capital Projects Funds....... s - 575 - 126 39) 662
Trust and Agency Funds... * 298,025 3,284 5,005 990,206 (630,340) 666,180
University and : ‘
College Fund.. - 19,112 57,640 249,980 (39,155) 287,577
Subtotal........covveiiiriierinenn 2,358,986 925,983 62,645 2,077,207  $(1,626,454) 3,798,367
Less allowance for
uncollectibles ........c.overe (444,254) (5,611) (7,376)  (1,169,213)
Net receivable........covveeene, $ 1,914,732 § 920,372 $ 55269 $ 907,994 $ 3,798,367
Component Units —
Due from Allowance
Federal . for Net
Government Loans Other Uncollectibles Receivable
$ - $ - $20,t12 § - % 20,112
. - 9,065 - 9,065
6,399 . 8,520 (36) 14,883
40,418 1,144,253 30,239 . 1,214,910
. 80,656 6,240 (11,870) 75,026
. . 563 (51) 512
- n 3,576 - 3,576
12,622 166,865 2,902 (3,458) 178,931
59,439 1,391,774 81,217 8 (15415) 1,517,015
Less allowance for uncollectibles ... - (15,328) (87)
Net receivable..ovveivivininiineiieannnnn, 3 59,439 $1,376,446 $81,130 $1,517,015
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5. RECEIVABLES AND PAYABLES BETWEEN FUNDS AND COMPONENT UNITS

Receivables and payables between funds and component units reflected as due to/from primary government/component units

in the combined balance sheet at June 30, 1999 are summarized as follows (amounts in thousands):

Primary Governnient:

| Due from Due to
‘ General Fund:
’ Special Revenue Funds:
Federal Grants $ 42,414 -
ey Highway 188,880
: Local Aid 2,375,075 -
' Environmental 28,157 -
Capital Projects Funds:
General - 107,816
Capital Investment Trust.. - 59,215
: Boston Convention and Exhibition 19,000 -
. Capital Improvement & Investment Trust. . - 168,926
. - Capital Expenditure Reserve. - 315,135
Highway 201,924 -
Federal Highway - 92,830
H Local Aid 11,436 -
Other. 14,010 -
Trust and Agency Funds:
Pension Trust. 1,672 -
University and College Fund:
Current - Unrestricted 4,803 -
Sub 1 2,887,371 743,922
; Special Revenue Funds:
General Fund - 2,634,526
Special Revenue Funds:
Highway . - 40
Capital Projects Funds:
: Federa! Highway Construction........c.covveeceians v‘fﬂ‘ 78,425
’ Other Caol -
’ Subtota! g 140 2,713,091
' Capital Projects Funds:
General Fund 743,922 246,370
Special Revenue Funds:
Other 78,425 -
' Subtotal 822,347 246,370
£
E; 3 Internal Service Funds:
University and College Funds:
Current - unrestricted 24,186 -
'
Subtotal 24,186 -
Fiduciary Funds:
General Fund . 1,672
Subtotal s 1,672
University and College Fund: o
General Fund - 4,803
Internal Services Funds:
Employees Workers’ Compensation................ - 24,186
University and College Fund:
Current - unrestricted 64,871 36,085
- Current - restricted 119 38,554
Loan N 161 -
v Endowment. 15,637 7,168
| Plant 1,019 -
L Subtotal 81,807 110,796
Total Primary Government. $ 3,815,851 3,815,851
.
1
L)
r
Lo
T
<l
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Component Units:

- Due from Due to
General Fund:

MBTA $ - 9,774

RTAs - 35,536

MCCA - 24,371

MDFA 14,750 .

Economic Development Authorities................... 884 1,280
Subtotal 15,634 70,961
Special Revenue Funds:

MBTA - 286,349

RTAs - 25,511
Subtotal - 311,860
Capital Projects Funds:

Economic Development Authorities................... - 500
Subtotal - 500
Agency Funds;

MWPAT. - 32,430
Subtotat . 32,430
Subtotal - Primary Government.........ccooevecvnreverrenarie 15,634 415,751
MBTA:

General Fund 9,774 -

Special Revenue Funds:

Highway N 95,450 -

Local Aid. 190,899 -
Subtotal 296,123 -
RTAs:

General Fund 35,536 -

Special Revenue Funds:

Highway 8,504 .

Local Aid 17,007 -
Subtotal 61,047 -
MWPAT:

Agency Fund 32,430 -
Subtotal 32,430 -
MDFA:

General Fund -

Subtotal .
MCCA:

General Fund 24,371 -
Subtotal 24,371 -
MTPC: -

General Fund 60 -
Subtotal 60 .
Economic Development Authorities:

General Fund 1,220 884

Capital Projects Funds:

General 500 -
Subtotal 1,720 884
Subtotal Component Units 415,751 15,634
Total Component Units $ 431,385 431,385
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6. FIXED ASSETS
Primary Government-
General Fixed Asset Account Group — Changes in
general fixed assets by category at June 30, 1999 are as

follows (amounts in thousands):

Balance at Balance at
July 1, 1998 Additions Retirements June 30, 1999

Land $ 542,611 $ 16512 $ 1§ 559,122
Buildings 2,402,156 152,902 11 2,555,047
Machinery and equipment...... 578,898 61,334 10,581 629,651
Construction in progress........ 150,062 38,000 108,204 79,858

L RO $3,673,727 $268,748 § 118,797 § 3,823,678

jjf;University and College Fund Type — Fixed assets consist

of the following at June 30, 1999 (amounts in thousands):

Amount

. 47,511
Buildings..ccoovvecrecerrecrrenimnionmecronmeeeneiseimses . 1,849,978
Machinery and equipment........coocoeorencrencreerrerne 618,070
Construction in Progress....ecmecresesiansaiens 19,293
2,534,852
Less accumulated depreciation.........co..c.... ....... (3,215)
TOLAL e et ens $ 2,531,637

Component Units — Fixed assets consist of the following
at June 30, 1999 (amounts in thousands):

Amount

Land and improvements..........cveeerererersenne $ 356,181
INfrastrUCIUIE. cooccvr i essessbeerens 1,355,357
Structures and improvements 6,482,071
Equipment, furniture, fixtures and vehicles... 1,976,485
TOtalv e e 10,170,094
Less accumulated depreciation.........ceeervrernns (2,708,900)
Net fIXed aSSEt5..eciiviivirniirenriniiirresrsrerernnenens 7,461,194
Construction in Progress... . iveeiserevesresernes 521,577
TOtAl o reiciirrerreenin e eresrenees $ 7,982,771
Commonwealth of Massachusetts 68

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
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, 1999.

The balance of revenue anticipation notes (RANSs)
fluctuates during the fiscal year but must be reduced to
zero at June 30. During fiscal year 1999, there were no
RANSs issued or outstanding.

Capital Projects Funds — The Commonwealth may issue
bond anticipation notes (BANs) to temporarily finance its
capital projects, but.it must reduce the balance to
$200,000,000 at June 30. During fiscal year 1999, there
were no BANs issued or outstanding.

Letter-of-Credit Agreements — During fiscal year 1999,

the  Commonwealth  maintained  letter-of-credit
agreements with several banks in order to provide credit
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
1999, or subsequent thereto. One $200,000,000 letter of
credit expired on September 1, 1998. The remaining
agreements expire on October 31, 2000. The average
costs are approximately .09 % on both unutilized and
utilized amounts.

Line-of-Credit Agreement — During fiscal year 1999, the
Commonwealth did not maintain any line-of-credit
agreements to provide liquidity support for commercial
paper notes. On September 28, 1999, the Commonwealth
entered into line-of-credit agreements with two banks to
provide a total of $400,000,000 in liquidity support for
the state’s commercial paper program. These agreements
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expire in September of 2001 and 2002, respectively. The
costs of these facilities average approximately .08% on
unutilized amounts and .095 % on utilized amounts. -

Component Units -

MBTA short-term notes payable outstanding at
June 30, 1999 totaled $325,000,000. Of this amount,
$160,000,000 is due September 3, 1999 with an interest
rate of 4.25% and $165,000,000 will mature on February
25, 2000 with an interest rate of 3.50%.

The MBTA also issued commercial paper to act as
financing for capital expenditures. At June 30, 1999,

- $86,100,000 of this commercial paper was outstanding.

l\ff’\»”S:‘ubsequent to June 30, 1999, the MBTA issued

$160,000,000 of notes carrying an interest rate of 4.25%.
The notes mature on September 1, 2000.

The RTAs had $70,995,000 short-term notes payable
outstanding at June 30, 1999. All notes mature during
fiscal year 1999 and have interest rates ranging from
3.42% to 4.95%.

Subsequent to June 30, 1999, the RTAs rolled over
$41,023,000 of revenue anticipation notes with interest
rates ranging from 3.63% to 4.00% due in fiscal year
2000.

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. 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. 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 in aid of any individual, private
association, or corporation which is privately owned or
managed.

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 of Massachusetts
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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, 1999, the Commonwealth had three types
of long-term debt outstanding: general obligation bonds,
special obligation bonds and grant anticipation notes.

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.

Some Commonwealth general obligation debt is issued as
college opportunity;bonds (COBs) as authorized by the
Massachusetts General Laws. Such bonds were issued in
fiscal year 1996, 1997, 1998 and 1999 in initial amounts
totaling approximately $82,578,000, with maturities
ranging from 2000 through 2018. COBs have an
accreting interest component payable at maturity, The
annual accretion rate of each COB’s maturity is a variable
rate equal to the change in annual Consumer Price Index
(CPI) plus 2.0%. Assuming the CPI averages 3.5%
during the life of the outstanding COBs the payments due
at maturities of the COBs will total approximately
$144,344,000. In addition, COBs pay current interest in
the amount of 0.5% per year of the initial amount still.:
outstanding. These bonds are backed by the full faith an
credit of the Commonwealth. ;

On August 1, 1999 the Commonwealth issued
approximately $12,900,000 in additional College
Opportunity Bonds, with maturities of 2004 to 2019. The
terms and conditions of these bonds are the same of those
issued in fiscal years 1996, 1997, 1998 and 1999,

Chapter 48 of the Acts of 1997 and Chapter 300 of the
Acts of 1998 abolished several Massachusetts counties on
various effective dates. As part of these provisions, the
Commonwealth assumed the outstanding debt of
Middlesex County on July 1, 1997, and that of Hampden
and Worcester Counties on July 1, 1998, As of June 30,
1999, approximately $2,345,000 of these obligations
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remains outstanding,. On July 1, 1999 the
Commonwealth assumed the debt of Essex County in the
amount of $2,100,000.

The Commonwealth also issues special obligation
revenue bonds as authorized by the General Laws. Such
bonds may be secured by all or a portion of revenues
credited to the Highway Fund and are not general
obligations of the Commonwealth. At June 30, 1999, the
Commonwealth  had  outstanding
$585,730,000 of such special obligation bonds, secured
by a pledge of 6.86 cents of the 21 cents per gallon motor
fuel excise tax imposed on gasoline. No new special
obligation bonds were issued during the year.

'The Commonwealth also issues Federal Highway Grant

L Anticipation Notes (GANS) to finance current cash flow

for the Central Artery/Tunnel Project in anticipation of
future federal reimbursements. Sections 9 through 10D
of Chapter 11 of the Acts of 1997, as amended by
Chapter 121 of the Acts of 1998, authorize the
Commonwealth to sell up to $1,500,000,000 in GANS.
All Federal Highway Construction reimbursements and
reimbursements from the Federal Highway Construction
Trust Funds are pledged to the repayment of the GANS,
Up to $900,000,000 of said notes may be paid off through
the issuance of authorized general obligation bonds of the
Commonwealth in the event federal financial assistance is
not available. At June 30, 1999, the: Commonwealth has
approximately $921,720,000 of GANS outstanding with
maturity dates ranging from 2005 to 2015. These notes
are secured by the pledge of Federal Highway
Construction reimbursements without a general obligation
pledge.

For financial reporting purposes, long-term debt is carried
at its face value, 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 long-term debt 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.

Commonwealth of Massachusetts
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General obligation and special obligation long-term bonds
outstanding, grant anticipation notes (including discount
and issuance costs), and debt authorized-unissued at
June 30, 1999 are as follows (amounts in thousands):

Outstanding Authorized -
Purpose Amounts Maturities Unissued
GANS....ccvieernns $ 921,720  2005-2015 . $ 600,009
Capital Projects:

General............. 5,060,692  1999-2025 5,154,056
Highway........... 4,218,274  1999-2018 5,016,975
Local Aid......... 1,549,075  1999-2017 425671
Other...ooovoniens 58,700 1999-2025 807,306
10,886,741 11,404,008

Totalvirirerinnn $11,808,461

$ 12,004,017

Interest rates on the Commonwealth’s debt outstanding at
June 30, 1999 ranging from 0.10% to 14.125%.

Changes in long-term debt outstanding (including
discount and issuance costs) and bonds authorized -
unissued for the year ended June 30, 1999, are as follows
(amounts in thousands):
Bonds Authorized -
Outstanding Unissued

Balance, July 1, 1998

General and special obligation bonds:

$ 11,078,603 $ 12,316,738

Principal, less discount and

iSSUANCE COSLS...vuverrrrerrinann 1,014,803 (1,014,803)
Discount and issuance costs................ 15,687 -
County debt:

Principal of bonds assumed............. 1,505 -

Grant Anticipation Notes:
Prin'cipal, less discount and
iSSUANCE COSES..evvvveieneninnriinerannnn, 319,434 (319,434)

Discount and issuance costs................ 2,286 -

General obligation refunding bonds:

Principal of bonds issued............oc...... 499,520 .o

Refunded bonds.........coecevmnieniiennnnn, (464,820) -
Incredse in bonds authorized.................. - 1,513,829
Contributions in lieu of bonds............... - (492,313)
Bonds retired......cccovvvinirieniiniins (658,557) -
Balance, June 30, 1999...........cccoevivvnnnne $ 11,808,461 $ 12,004,017

On December 1, 1999 the Governor signed into law
Chapter 150 of the Acts of 1999 which extended certain
capital spending accounts to June 30, 2000 and
deauthorized approximately $1,900,000,000 in capital
spending effective December 2, 1999. The bill also
amended certain terms legislation as well as language
changes to other capital legislation.
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At June 30, 1999, debt service requirements to maturity
for principal (including discount, capital appreciation and
issuance costs).and interest are as follows (amounts in
thousands):

Fiscal year
ending June 30, Principal Interest Total
675,564 $ 552,554 § 1,228,118
720,675 517,954 1,238,629
686,631 482,383 1,169,014
701,641 451,722 1,153,363
695,994 421,980 1,117,974
2005 and thereafter... 8,327,956 2,387,669 10,715,625
Total....covcvvrcrcinne $ 11,808,461 §4,814262 §$ 16,622,723

~;_\5jtThe Commonwealth issued bonds and notes under
" “negotiated contracts and under competitive bidding

contracts during fiscal year 1999. The costs for legal
counsel and underwriting fees under competitive bond
sale costs were estimated at $102,000 and $1,666,000,
respectively. Negotiated legal fees and underwriter fees
were estimated at $182,000 and $5,000,000, respectively.
In addition, the Commonwealth paid $80,000 for
disclosure counsel services.

Advance Refunding and Defeased Bonds - As
authorized by the Massachusetts General Laws, the
Commonwealth advance refunded certain general
obligation bonds through the issuarice of approximately
$499,520,000 of general obligation refunding bonds
during fiscal year 1999. Proceeds totaling approximately
$498,793,000 were used to purchase U. S. Government
securities which were deposited in irrevocable trusts with
an escrow agent to provide for all future debt service
payments of the refunded bonds. As a result, the
refunded bonds are considered to be defeased, and the
liabilities therefore have been removed from the General
Long-term Obligations Account Group. As a result of
these advance refundings, 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
$32,530,000 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 $24,930,000. At June
30, 1999, approximately $464,820,000 of the bonds
refunded remain outstanding and are defeased.

The refunding bonds issued in fiscal year 1999
constituted variable rate demand bonds, The variable rate
for those bonds are determined weekly based on the
activity of a remarketing agent, and interest is paid
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monthly. In connection with issuance of the variable rate
demand bonds, the Commonwealth has entered into
interest rate exchange (“swap”) agreements with certain
counterparties.  These  agreements require  the
counterpariies to pay the Commonwealth an amount
equal to the variable rate payable on the bonds and in
return the Commonwealth pays a fixed rate. Only the net
difference in interest payments is actually exchanged with
the counterparty. The bond principal is not exchanged.
The Commonwealth continues to pay interest to the
bondholders at the variable rate provided by the bonds.

Through these agreements the Commonwealth has
effectively fixed its interest payment obligations relative
to the variable rate bonds at a rate equal to 4.32%,
including the costs of the liquidity facility and
remarketing. The Commonwealth will be exposed to a
variable rate if the counterparties default or if the swap is
terminated. A termination of the swap agreement may
also result in the Commonwealth’s making or receiving a
termination payment.

The variable rate bonds are supported by a stand-by bond
purchase liquidity facility with a commercial bank, which
requires that the bank purchase any bonds that are not
successfully remarkéted and tendered. Until and unless
remarketed, the Commonwealth would be required to pay
the bank interest on such bonds at a rate equal to the
bank’s prime interest rate. In addition, the
Commonwealth would be required to repay the principal
amount of any such bonds in equal quarterly installments
over the remainder of the term of the stand-by bond
purchase agreement. As of June 30, 1999 the stand-by
bond purchase facility has not been used. The stand-by

. bond purchase agreement has a stated expiration date of

September 2003, but may be renewed or extended by
mutual consent of the Commonwealth and the bank. In

connection with the agreement the Commonwealth paysa.-.....

fee equal to .10% per year of the principal amount [
variable rate bonds outstanding. S

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, 1999, approximately
$2,330,546,000 of bonds outstanding from advance
refundings in prior fiscal years are considered defeased.

On October 13, 1999 the Commonwealth defeased

$512,565,000 of outstanding debt at maturity issued prior
to June 30, 1999. The Commonwealth deposited
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$400,001,000 of available funds from fiscal year 1999,
pursuant to Chapter 55, Section 7 of the Acts of 1999,
into an irrevocable trust to provide for all future debt
service payments on bonds. The defeasance resulted in
no economic gain or loss,

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
capital spending. The direct debt limit for fiscal year 1999
was approximately $10,046,697,000. Outstanding debt
subject to the limit at June 30, 1999 was approximately

$9,516,320,000. 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 special obligation bonds, grant
anticipation notes, refunded bonds, and certain refunding
bonds and debt issued by counties.

The amounts excluded from the debt limit are as follows
(amounts in thousands):

Debt
Outstanding
Balance, June 30, 1999......ccovviiviinrinnn, $ 11,808,461
Less amounts excluded: :
Discount and issuance cost.................. (677,326)
Chapter 5 of Acts of 1992 refunding...... (130,069)
Special obligation principal.................. (582,410)
GANS principal......ccooeeviinniineiniinnn (899,991)
County debt assumed.............o.oeeeenens (2,345)
Outstanding direct debt........................ $ 9,516,320

General Long-Term Obligations Account Group — 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
Commonwealth 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. During the year ended June 30, 1999, the
following changes occurred in liabilities reported in the General Long-term Obligations Account Group (amounts in

thousands):
Bond
Balance ‘Bond Bond Principal Balance
July 1, 1998 Issuances Discount Retirement Increase (Decrease) June 30, 1999
Long-term bords.......c..cueervermnsvernrnes $ 11,078,603 ' $ 1,835265 $ 17970 $ (1,123377) § - 8 - $ 11,808,461
Capital leases obligations................. 91,639 - Co- - 9,392 (23,048)
School construction grants................. 4,196,637 - - - - (233,739
Compensated absences.......... . 115,866 - - - 13,348 -
Claims, judgements, and other.......... 76,053 - - - 230 -
Lottery prizes payable..........cooovvueners 10,624 - - - - (7,408)
Total : $‘ 15569422 $ 1,835265 $ 17970 $ (1,123377) §$ 2970 § (264190) $ 16,058,060

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 maintenance reserve
funds. The University of Massachusetts and state
colleges have also entered into various loan agreements as
participants 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, 1999 was as follows (amounts in thousands):

Interest
Purpose Rates

Maturity
Amount Dates

MHEFA capital asset program.. Variable
Building authorities :
and state colleges..........ceevun. 3.0%-12.0%

$ 41,025 2000-2033

234,258 2000-2024
$ 275283

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

Fiscal Years Ending June 30,

Amount
2000... i $ 33,058
200100t e s 13,828
2002 i e 14,741
2003, 15,280
2004 ... 16,853
2005 and thereafter............ococeveann. 181,523
Totaliecriicieeieeeene e $ 275,283

Changes in bonds outstanding reported in the University
and College Fund Type are as follows (amounts in
thousands): ‘

Amount
Balance, July 1, 1998 ...t $262,648
Principal, less issuance and discount cost............c.... 24,559
Bonds retired, net of amortization of discount........... (11,924)

Balance, June 30, 1999......ccvcvviornic e $275,283

Commonwealth of Massachusetts

In August 1999, the Massachusetts State College Building
Authority issued approximately $83,732,000 in Project
Revenue Bonds. The proceeds will be used to finance
construction, repair and renovations of capital facilities at
several state colleges.

Component Units — Bonds and notes outstanding at June
30, 1999 (December 31, 1998 for Massachusetts Turnpike
Authority), net of unamortized discount of approximately
$140,941,000 and unamortized deferred loss on refunding
of approximately $169,539,000, are as follows (amounts
in thousands):

Purpose Interest Rate % Amount  Maturity Dates
MBTA:

General transportation system 3.11%-7.60% $3,097,616 2006 - 2028

Boston Metropolitan District............ 3.96 - 5.80 36,203 2002 -2025
MTA: ’

Revenue serial bonds.........ccorvervonnne 5.00-5.65 1,667,668 2010 -2037

Guaranteed bond.........oeeervvrneresnnnns 5.00 55,905 1999
RTAs:

Notes payable 375 950 2000
MWPAT:

Serial bonds 2.00 - 6.25 900,772 1999 - 2017

Term bonds. 5.25-6.375 182,115 = 2013 - 2015
MDFA:

Notes payable.......ooveiiniienecerense 6.11 12,972 2002
MCCA:

Current interest serial bonds............. 4.00 - 6.00 36,216 1999 -2008

Compound interest serial bonds....... 5.375-6.80 58,202 2000-2013
Economic Development:

Notes payable........cnerenerenecesennne 1.00-11.00 104,215 1999 - 2009
Total $6,152,834
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The amounts below represent the face amounts of bonds and notes outstanding and may differ from the amounts included in
the combined balance sheet due to treatment of original issue discount in the general purpose financial statements. Maturities

of principal are as follows (amounts in thousands):

. Economic
Years Ending, MBTA MTA RTAs MWPAT MDFA MCCA Development Total

. $ 99287 $ 80,235 § 950 46,275 $ 5,700 $ 22,670 § 11,714  $§ 266,831

109,556 - 47,785 2,555 14,234 10,010 184,140

112,699 7,945 49,690 4,717 11,054 8,015 194,120

120,821 12,295 51,190 - 8,399 6,012 198,717

124,495 13,050 © 52,260 - 7,936 2,609 200,350

2,780,260 1,706,763 835,687 - 30,591 65,729 5,419,030

$3,347,118 $1,820,288 $ 950 $1,082,887 $ 12,972 $ 94,884 §$ 104,089 § 6,463,188

A During the fiscal year ended June 30, 1999 (December 31, 1998 for Massachusetts Turnpike Authority) the following

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

Economic
MBTA MTA RTAs MWPAT MDFA MCCA  Development Total
Balance, July 1, 1998.......creunnue $ 3,044940 $1,713,686 $ $ 825375 $ 13,821 $115754 $ 95243 $ 5,808,819
Principal, less discount
ISSUANCE COSES..vvrerernrerrreersnee 480,613 - 950 410,747 977 - 18,900 912,187
Debt retired, net of ’
amortization of discount.......... (380,607) 9,887 (153,235) (1,826) (21,336) (9,928) (557,045)
Deferred loss on refunding........ (11,127) s - - - - (11,127)
Balance, June 30, 1999 $ 3,133,819 $1,723,573 § 950 $1,082,887 $§ 12,972 § 94,418 § 104215 §$ 6,152,834
The MBTA issued certificates of participation in the In prior years, the MBTA defeased in-substance several
amounts of approximately $28,565,000 on December 15, General Transportation System Bonds by placing the
1988 and approximately $85,795,000 on August 30, 1990 proceeds of new bonds in an irrevocable trust fund to
to finance the purchase of commuter rail coaches. Under provide for future debt service payments on the old debt.
the terms of the applicable agreements, the MBTA’s These payments began in 1995. Accordingly, the trust
obligation to make the annual payments on the certificates account asset and the liability for the defeased bonds are
is subject to the Commonwealth’s appropriation of not included in the accompanying financial statements
necessary funds in its annual budget. The certificates On June 30, 1999, approximately $2,041,720,000 of thes
bear interest at rates ranging from 7.30% to 7.80% and bonds outstanding are considered defeased. -
mature as follows (amounts in thousands): ,
Subsequent to June 30, 1999, the MBTA issued
Year Ending June 30, Amount $232,121,000 in general obligation bonds with interest
rates ranging from 5.00% to 8.00%. The bonds will
$ 1,150 mature on periods ranging from year 2000 to year 2030.
1,150 : '
1,140 On September 9, 1999, the MWPAT raised $271,700,000
1,140 through the issuance of tax-exempt Water Pollution
1,140 Abatement Revenue Bonds. The bonds were used to
2005 and thereafter..........ccocevnes ‘ 2,270 finance Clean Water Program loans, forward funding for
TOMALee $ 7,990 Title 5 projects, Federally Capitalized Safe Drinking
= Water Program, the Trust’s Leveraged Bonds Purchase
Program . and to refinance $75,300,000 of interim
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financing outstanding to borrowers. The bonds carry
interest rates ranging from 4.25% to 5.73% and mature at
varying interest rates between fiscal 2001 and 2020.

On October 19, 1999, the MWPAT sold $406,600,000 in
subordinated revenue bonds for the purpose of refunding
and extending the majority of the Massachusetts Water
Resources Authority’s debt to the Trust, Interest rates on
$262,500,000 of the new subordinated serial bonds
issued, maturing from fiscal 2001 through 2020, had

coupons ranging from 4.20% to 6%, with yeilds from

3.72% to 5.98%. Also $81,100,000 of term bonds that
mature in fiscal 2024 and $63,000,000 that mature in
fiscal 2030 carry yields of 6.04% and 6.06%,

- respectively. The bonds and financing for the Authority
. closed on November 3, 1999.

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.

In October 1997, approximately $555,909,000 of the net
proceeds from the issuance of the 1997 Series Revenue
Bonds were used to purchase U. S. Government securities
which were then deposited in an irrevocable trust with an
escrow agent to provide all future debt service payments
on the 1993 Series A Revenue Bonds and approximately
$203,410,000 of the Guaranteed Bond Anticipation
Notes. As a result, the 1993 Revenue Bonds and that
portion of the Guaranteed Bond Anticipation Notes are
considered to be defeased and the liability for these bonds
has been removed from the balance sheet. At December
31, 1998, approximately $358,155,000 of the refunded
bonds remains outstanding.

In January 1996, approximately $56,573,000 of the net
proceeds from the issuance of Guaranteed Bond
Anticipation Notes was wused 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.
At December 31, 1998, approximately $43,200,000 of the
refunded bonds remains outstanding.

On February 22, 1995, Pioneer Valley Transit Authority
(PVTA) issued certificates . of participation of
approximately $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

Commonwealth of Massachusetts
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subject to the Commonwealth appropriating the necessary
funds in the Authority’s 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
$ 1,240

1,240

1,240

1,240

$ 4960

The amount in the table above differs from the amounts
included in the balance sheet due to treatment of
unamortized discounts of $23,000.

9. INDIVIDUAL FUND DEFICITS

Certain funds within the Governmental Fund Type and
Proprietary Fund Type have fund deficits at
June 30, 1999 as follows (amounts in thousands):

Fund Amount

Special Revenue:

HIBRWAY ..ot igiieeneieessessassssssaeiessins $ 261,848
Local Aid ’ 2,684,134
Environmental 20,169
LOtEIIES...oveieieiienrirce sttt s besseresenesssesnes 2,649
Capital Projects:
Boston Convention and Exhibition Center.................... 19,000
_Highway 261,703
Federal Highway Construction.........c.vcovvceninnnnieieennnes 14
Local Aid.....cvriinrennnrernirerererieninesesienissesnsssesenss 26,232
OHET vt rrseeeerrne s aeosessrs e bentosessesensssbesan 15,202
Internal Service Funds:
Employees Workers' Compensation 233,700
Employees Group Health Insurance 14,476:

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.

The special revenue fund deficits will be funded through
future revenues and/or transferred from other funds.

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, 1999, the Commonwealth $500,000,000 in
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“pension
_(members of the State Employees’ Retirement System)
“~‘and for teachers of the cities, towns, regional school

general obligation bonds part of which was used to
finance the deficits.

The deficit in the Internal Service Fund reflects the
accruals for workers’ compensation and group insurance
claims of $248,176,000. Funding of these deficits is
dependent upon legislative actions to develop an actuarial
funding plan.’

10. RETIREMENT SYSTEMS
Primary Government —

The Commonwealth is statutorily responsible for the
benefits for Commonwealth employees

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. The
Commonwealth is statutorily required to have an actuarial
valuation once every three years and every two years on a
GAAP basis. '

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 of
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 a special funding

Commonwealth of Massachusetts
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situation. 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
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 a multiple-
employer cost sharing defined benefit PERS with a
special funding situation. = SBRS provides pension
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
and is not part of the reporting entity and a stand-alone
financial report is not available,

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, 1998 is as follows:

. SERS TRS SBRS

Retirees and beneficiaries

currently receiving benefits..oviirirnierins 43,144 30,499 2,742
Terminated employees entitled to

benefits but not yet receiving them....... 2,073 1,850 96
Subtotal....... e erss 45,217 32,349 2,838
Current employees:

VeEStEd i 48,035 50,477 4,181 -
NON-VEStEd. cvvuviismarersisnimsisensmressmeenene 34,596 24,422 1,269
SUBLOEL e rvvrvessssosssrsnssssssssssessssssessesonis 82,631 74,899 5450
TOtal et cesmmsinnisnesssensesennssnsisnnes 127,848 107,248 8,288

During fiscal year 1998, the Commonwealth abolished
Franklin and Middlesex Counties and in fiscal year 1999
the Commonwealth abolished Worcester, Hampden and
Hampshire Counties, transferring their functions, assets,
debts and obligations to the Commonwealth, The SERS
actuarial accrued liability includes former county
employees who were transferred to the Commonwealth,

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
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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. The 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, 1998,  The
Commonwealth had revised three actuarial assumptions
used in the calculation of contribution requirements and
Unfunded Actuarial Liability (UAL). First, the assumed
rate of return on investments of present and future assets
was changed from 8.5% to 8.25% per year, resulting in a
$641,000,000 increase in the UAL. Second, the use of an
updated mortality table resulted in a $1,100,000,000
increase in the UAL. Third, a change from using the
market value of assets to an actuarial value of assets had
the effect in this valuation of reporting assets at 97% of
the market value. This third change results in a
$643,000,000 increase in UAL.  Other significant
assumptions used are (a) projected salary increases of 6%
per year, (b) cost of living (inflation rate) increases of 3%
per year on the first $12,000 of the retiree’s total
allowance, and (c) interest rate credited to the annuity
savings fund of 5.5% per year. These calculations use a
level dollar amortization method over 20 years closed
period.

The following table presents the schedule of funding progress as presented in the five most recent actuarial valuations at the

date indicated (amounts in thousands):

Actuarial Unfunded ; Annual UAL as a %
Valuation as of  Actuarial Value  Actuarial Accrued  Actuarial Liability Funded Covered of Covered
January 1, of Plan Assets Liability (UAL) Ratio % Payroll * Payroll

State Employers Retirement System -
1998** $ 9,914,000 $ 11,361,000 1,447,000 873 % § 3,111,000 46.5 %
1996 7,366,000 9,441,000 2,075,000 78.0 2,989,000 69.4
1995 5,879,000 8,602,000 2,723,000 68.3 2,992,000 91.0
1993 5,071,000 8,738,000 3,667,000 58.0 2,919,000 125.6
1992 4,699,000 7,303,000 2,604,000 64.3 2,638,000 98.7
Teachers Retirement System
1998** 10,170,000 13,095,000 2,925,000 77.7 3,175,000
1996 7,553,000 10,252,000 2,699,000 73.7 2,810,000
1995 6,014,000 9,712,000 3,698,000 61.9 2,667,000
1993 5,142,000 8,921,000 3,779,000 57.6 2,428,000
1992 4,784,000 8,706,000 3,922,000 55.0 2,032,000
State - Boston Retirement System ‘
1998** 699,000 1,219,000 520,000 57.3 285,000 182.5
1996 549,000 1,025,000 476,000 53.6 274,000 173.7
1995 438,000 833,000 395,000 52.6 232,000 170.3
1993 370,000 743,000 373,000 49.8 206,000 181.1
1992 342,000 759,000 417,000 45.1 184,000 226.6

* - The covered payroll amounts approximate the employer payroll.

** . Revised actuarial assumptions

Commonwealth of Massachusetts
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In addition to these system liabilities, the Commonwealth
had 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
COLAs for separate (non-teacher) retirement systems of

cities and towns to the respective system. Any future
COLA granted to employees of these plans will be the
responsibility of the individual system. 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 actuarial liability for COLA as

-of January 1, 1998 was approximately $912,029,000.

- Contributions Required and Contributions Made — The

retirement systems’ funding policies have been
+established by Chapter 32 of the 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
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 addressed
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the unfunded liability of SERS, TRS and its participation
in SBRS and its COLA obligation. Chapter 32, Section
22C of General Laws enacted in 1998 calls for the
payment of normal cost plus an amortization payment of
UAL such that the UAL is reduced to zero by June 30,
2018,

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.

The current legislatively approved funding schedule,
based on the October 26, 1998 valuation, was adopted by
the Legislature as part of the fiscal year 1999 budget
process. Under the current schedule the amortization
payments are designed to eliminate the unfunded liability
by fiscal year 2018. Based on the previous funding
schedule required contribution by the Commonwealth
was approximately $945,340,000 during the fiscal year
ended June 30, 1999. Of this amount, approximately
$124,494,000 was..payments for COLA granted to
participants in 104 retirement systems of cities, towns,
and counties.

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 comput
normal cost and the unfunded accrued actuarial liability. **
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The following table presents the schedule of employer contributions (amounts in thousands):

Annual
Actuarial Required Actual Net Pension
Valuation as of  Contribution Interest on Amortization of Contribution (Obligation) ' % of ARC % of Pension Cost
January 1, (ARC) NPO NPO Pension Cost Made Asset (NPO) Contributed Contributed
State Employers Retirement System
* 1998 $ 261,255 $ (83,446) $ 77,180 $ 254989 % 494,289 $ 1,250,766 189 % 194 %

1997 246,037 (65,478) 41,889 222,448 463,590 1,011,466 188 208
1996 232,158 (46,918) 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 11
1989 298,800 2,160 977) 299,983 269,866 (57,114) 90 90
1988 279,582 T - 279,582 252,585 (26,997) 90 90

Teachers Retirement System

* 1998 315,474 (59,126) 54,686 311,034 446,619 852,267 142 144

1997 245,426 (44,832) 28,681 229,275 418,519 716,682 171 183
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 11 111
1989 249,108 (1,595) 722 248,235 246,531 18,232 99 99
1988 232,661 ’ - - 232,661 252,597 ':\']9,936 . 109 109

State-Boston Retirement System o

* 1998 48,795 2,114) 1,995 48,636 35,000 11,983 72 72

1997 34,621 (2,082) 1,332 33,871 35,000 25,619 101 103
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
19%0 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

*Last year for which an actuarial valuation has been completed.

"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,
1998, the Commonwealth’s pension expenditure included
payments totaling $19,310,000 to current retirees
employed prior to the establishment of the current plans
and the non-contributory plans.

Post-retirement Health Care and Life Insurance
Benefits — In addition to providing pension benefits,
under Chapter 32A of the General Laws, the
Commonwealth is required to provide certain health care
and life insurance benefits for retired employees of the
Commonwealth, housing authorities, and redevelopment
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authorities, and certain other governmental agenc
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 percentage share of
the costs of providing these benefits when paid. These
payments totaled approximately $182,541,000 for the
fiscal year ended June 30, 1999. There are approximately
45,100 participants eligible to receive benefits at June 30,
1999.
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Pension Actuarial Valuation — On April 28, 1999 a
pension valuation report prepared by independent
actuarial consultants to the Pension Reserves Investment
Management (PRIM) Board was released. Using the
same data and assumptions employed by PERAC in its
October, 1998 valuation report, the independent report
found the unfunded actuarial liability to be
$6,346,000,000 (rather than $4,371,000,000) for state
employees and state teachers and $583,300,000 million
(rather than $519,900,000 million) for Boston teachers.
The total unfunded liability, which includes cost of living
adjustments, totaled $7,841,000,000 billion rather than
$5,803,000,000. Neither PERAC nor the independent
consultants to the PRIM Board have yet determined the

_source of the differences.

"1, 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
employee. Participants’ rights under the plan are equal
to the fair value of the deferred account for each
participant. All plan assets are stated at fair value. It is
the opinion of the 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.

Accordingly, the Plan-Trust Declaration has been
prepared such that the plan’s assets are held in trust, and
reported as an expendable trust fund, for the exclusive
benefit of participants and their beneficiaries.

The deferred compensation trust fund uses the calendar
year for its fiscal reporting cycle. Certain amounts
recorded as agency activity in the discretely presented
components are held in trust by the Commonwealth.

The Treasurer and Receiver General (Treasurer) of the
Commonwealth of Massachusetts is the plan trustee. Per
statute, the Treasurer is given authority, on behalf of the
Commonwealth, to contract with state employees to defer
a portion of those employees’ compensation, and for the
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purposes of funding a deferred compensation program for
the said employees to invest the deferred portion of the
employees’ income.

12. LEASES
Primary Governmeﬁt -

In order to finance the acquisition of equipment, the
Commonwealth has entered 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, 1999, capital lease/purchase expenditures totaled
approximately $63,404,000.

At June 30, 1999, the Commonwealth’s aggregate
outstanding liability under capital leases, the present
value of the net minimum lease payments, totals
approximately $77,983,000. This liability is reported in
the General Long-term Obligations Account Group.
Equipment acquired under capital leases and is included
in the General Fixed Assets Account Group totaled
approximately $143,436,000.

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, 1999 were approximately $121,003,000.

The following is a schedule of future minimum payments
under non-cancelable leases for the Commonwealth as of
June 30, 1999 (amounts in thousands):

Capital ~ Operating ...

Years Ending June 30, Leases Leases

2000 mreeerr e $ 27910 $101,120

23,278 81,377
16,371 65,703
10,761 46,649
5,142 19,239
9,636 32,739

Total payments..........coceereereercmemreeneerscnannnns 93,098 $346,827
Less interest....iviniinincnsivnneeevnene,. (15,115)
Present value ......covcvvninnnicnin

ceeeneenn $.77,983

University and College Fund — At June 30, 1999,
aggregate outstanding liability under capital leases, the
present value of the net minimum lease payments, totaled
approximately $80,894,000. Equipment acquired under
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capital leases is included in University and College Fund
fixed assets.

The University and College Fund Type leases real
property and equipment under numerous operating lease
agreements for varying terms. Rental expenditures for
the fiscal year ended June 30, 1999 were approximately
$15,276,000.

The following schedule summarizes future minimum
payments under non-cancelable leases for the University
and College Fund Type (amounts in thousands):
Capital
Leases

Operating
Leases

Years Ending June 30

. $ 18824 § 9,494

15,580 8,113

12,878 7,106

11,597 5,128

9,805 5,129

27,234 9,121

Total payments 95,918 $ 44,091
Less amount representing interest........veernnere (15,024)
Present value of minimum lease payments.. . $ 80,894

Component Units —

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, 1999 (amounts in thousands):

Economic
Development
Years Ending June 30 MBTA RTAs MDFA Authorities
2000.c..icerererersererereresreeneees $ 34205 § 712 $120 $18
2001 34,234 712 38 7
2002.. 43,825 712 16
2003. e 46,773 712 - -
2004.....ccicrreminnns . 48,380 712 - -
2005 and thereafter... . 718,113 2,135 - -
Total payments.......oveecereercare 925,530 5,695 174 26
Less amount
representing interest............ (393,280)  (1,118) (9) (3)
Present value of net
minimum lease payments.... $532,250  $4,577 $165 $23

The MBTA has entered into several sale-leaseback
agreements with major financial institutions, covering
equipment and rolling stock, which has been accounted
for as operating leases. These leases expire through fiscal
year 2013. Upon termination, 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. -
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The MTA has operating leases for administrative office
space and automatic toll collection equipment. These
operating leases expire on various dates through June
2003. Lease expenses charged to the Massachusetts
Turnpike and Sumner-Callahan-Williams Tunnels were
approximately $960,000 of which $798,000 was paid to
the Commonwealth for office space in a state-owned
building.

The MTA leases property and air rights to others. The
MTA earned approximately $6,585,000 in rental income.
Rental income for the next five years is expected to
approximate $7,000,000 per year based on leases
currently in effect.

The Economic Development Authorities and the RTAs
have operating leases for office space.

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):
Foonomic
) Development
YeasFrdingfne3), MBIA MIA ROA MFA  MIC  Adbities

$]3,462'.'$l,176 $ 27 % 49 $ 100 $ 2,150

13391 o 15 514 1,000 2,089
13382 941 15 519 33 1,988
1407 941 15 28 - 1,311

. 13651 941 15 - - 20
110257 - 360 - -

$178214 $49%0 § 647 $ 180 $ 233 § 7,40

13. COMMITMENTS
Primary Government —

Governmental Funds — Under Chapters 161A and 161B
of the General Laws, the Commonwealth is obligated to
provide annual subsidies to the MBTA and certain;
regional transit authorities for contract assistance, de
service assistance and their net cost of service’
deficiencies. For fiscal year 1999, these subsidies totaled
approximately $716,286,000 for ther MBTA and
approximately $60,183,000 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, 1999, the Commonwealth has recorded the
unpaid portion as a liability due to the MBTA of
approximately $296,123,000 and due to RTAs of
approximately $61,047,000.

The cities and towns served by the MBTA and RTAs will

be assessed their proportionate shares of the net cost of
service. At June 30, 1999, the MBTA has a receivable
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from cities and towns of approximately $92,628,000 to
account for these future reimbursements. At June 30,
1999 MBTA has also recorded net deferred charges of
approximately $64,783,000 at June 30, 1999, 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, the Massachusetts Development Finance
Authority and the Water Pollution Abatement Trust.
Such assistance totaled approximately $63,467,000 in

“fiscal year 1999. For fiscal year 2000, appropriations for
- - this purpose total approximately $76,853,000.

At June 30, 1999, the aggregate outstanding debt for
which the Commonwealth is obligated to provide contract
assistance support totaled approximately $3,569,077,000
long-term and $396,441,000 short-term. In addition, the
Commonwealth guarantees the debt of certain local

governments and public higher education building

authorities. The guaranteed long-term debt outstanding at
June 30, 1999 was approximately $216,206,000.

At June 30, 1999, the Commonwealth had commitments
of approximately $3,027,529,000 related to construction
projects in process. The majority relate to construction
funding the Central Artery/Tunnel Project (CA/T). The
CA/T Project continues to anticipate federal participation
as well as payments from the MTA and the Massachusetts
Port Authority (MassPort).

During fiscal year 1999, the Commonwealth received
payments from the MTA and MassPort. Pursuant to three
separate memoranda of understandings dated September
12, 1997 and August 13, 1998 and February 19, 1999
respectively. The MTA and MassPort made payments to
the Commonwealth to finance portions of the CA/T
Project in the amount of approximately $1,051,000,000
and $30,735,000 respectively.

The remaining future payments are as follows (amounts
in thousands):

Fiscal Year MTA MassPort
2000....0ciiierenienines $100,000 $52,236
2001, i - -
2002,k - -
2003, i 104,914
2004, .o, - 50,000
2005, e, - 50,000
Total,...ovvveeeennnnn. $100,000 $257,150
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The Commonwealth recognizes payments from the MTA
in the period when the use of the resources is required or
first permitted.

The payment of $1,051,000,000 in fiscal 1999 is
presented as a “transfer in from Component Units” in the
Capital Projects Fund. The MTA capitalizes the payment
as an increase to its fixed assets and accordingly do not
present a matching “transfer to Primary Government”.

MassPort payments are treated as an exchange
transaction. Revenue is recognized when payment is
received or when assets have been transferred.

Pension Trust Funds — At June 30, 1999, PRIT had
outstanding commitments to invest approximately
$115,000,000 in real estate, and approximately
$943,549,000 in alternative investments. ‘

Component Units -

Chapter 152 of the Acts of 1997 provides $609,400,000

" for the construction of a Convention and Exhibition

Center which will provide 600,000 square feet of exhibit
space at a site in South Boston. The Boston
Redevelopment Authority (BRA) is authorized and
directed by the legislation to acquire the land, properties,
and rights related to the proposed construction site. Once
this is accomplished, the MCCA will oversee construction
of the new facility. The MCCA will operate the new
center, along with the Hynes Convention Center, the
Boston Common Garage, and the Springfield Civic
Center.

As of June 30, 1999, the MWPAT has agreed to provide
loans of $122,000,000 to various local government units
to be funded with grant awards received through June 30,

1999.

Massachusetts Housing Partnership Fund (MHP) has '*
executed twenty-three loan agreements with seventeen
banks totaling approximately $340,827,000 pursuant to
the Massachusetts Nationwide Interstate Banking and
Community Reinvestment Act. Related to that, MHP has
funding commitments outstanding for funds not yet
advanced of approximately $39,114,000 at June 30, 1999.

The MTA entered into construction contracts for the
Metropolitan Highway system and the Western Turnpike
with various construction and engineering companies.
Construction contracts outstanding at December 31,1998
approximated  $9,800,000. Projected construction
expenses for calendar 1999 approximate $47,600,000.
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The Worcester Regional Transit Authority (WRTA) has
executed a cooperation agreement with the Worcester
Redevelopment Authority (WRA) for the development of
an intermodal transportation center at the Union Station
site. The WRTA 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 WRTA will
transfer the cost of the project to the WRA.

14. CONTINGENCIES

- Primary Government -

"Governmental Funds — 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
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 $32,700,000 to be paid
from the General Fund. 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.

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
disallowances become liabilities of the fund which
received the assistance. As of June 30, 1999, 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 $4,742,000
which is expected to be reclaimed and paid in fiscal year
2000, are to be remitted to the General Fund each
June 30, where it is included as a transfer, Amounts
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remitted during fiscal year 1999 totaled approximately
$64,723,000. Since  inception,  approximately
$821,616,000 has been remitted. This represents a
contingency, because claims for refunds can be made by
the owners of the property.

Unclaimed Check Fund — In February 1999 former
employees of the State Treasurer’'s Office were charged
with attempting to embezzle $6,500,000 from the
Unclaimed Check fund. These funds have been recovered
by the Commonwealth. The Attorney General is .
conducting a criminal investigation of the matter and
believes that the likelihood of loss by the Commonwealth
in excess of $20,000,000 is remote. The grand jury
formally indicted the individuals in September 1999,

Tobacco Settlement — On November 23, 1998, the
Commonwealth joined a multi-state agreement, known as
the Master Settlement Agreement (MSA) which resolved
the Commonwealth’s and other states’ litigation against
the cigarette industry. Under the MSA, annual payments
are made to each settling state, including the
Commonwealth in perpetuity. The Superior Court of the
Commonwealth, approved the MSA and entered a
Consent Decree and Final Judgement on December 4,
1998. The 60-day appeal period for these orders expired
on February 2, 1999 with no appeal filed.

Under the MSA, there are five “initial payments” to be
paid annually by the cigarette industry to the
Commonwealth. In December 1999, the Commonwealth
received approximately $99,700,000. In addition, a
separate stream of annual payments is made in perpetuity.
These payments should begin no later than July 15, 2000.
On December 28, 1998, the companies timely made their
first payment into the escrow account established under
the MSA, in the amount of $2,400,000,000, which is to be
apportioned among the states that have settled, including’
the Commonwealth. ‘

The Commonwealth’s allocable share of the total amounts
payable under the MSA is 4.038979%. The Attorney
General has estimated that over the initial 25-year period,
$7,590,000,000 could be received under the settlement.
The annual payment for calendar 2000 and beyond is

" approximately $259,000,000.

The annual payments under the MSA are subject to
various adjustments and contingencies.  The initial
adjustment will be upward by 3% or the amount of the
Consumer Price Index (whichever is greater). Other
adjustments might occur based on changes in domestic
cigarette sales volume or, as a decrease, based upon
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funding made available to the states under qualifying
federal legislation.

The MSA includes a secondary fund, a “Strategic
Contribution” fund, totaling $8,610,000,000. Proceeds
will be allocated, based on an arbitration decision on May
21, 1999 to the states over the period 2008 through 2017.
Massachusetts was awarded $414,000,000, which will be
payable in equal installments during the years 2008
through 2017.

The amounts that might be payable, if any, by the
Commonwealth for the legal costs incurred in relation to
the tobacco litigation cannot be determined at this time.

"I the various budgets submitted for fiscal 2000 from the

" “Governor, the General Court and the Senate, all agree that
health care initiatives in the Commonwealth would be the
major beneficiary of settlement funds. The Budgets differ
as to timing, mechanism and allocation.

Internal Service Fund - It 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 for the state
employees 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 baseéd 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, 1999, including claims incurred but not reported,
is estimated to be $290,948,000.

Central Artery/Tunnel Project - The Commonwealth has
assumed  responsibility for  providing  workers’
compensation and general liability insurance coverage for
all contractors and subcontractors working on the Central
Artery/Tunnel Project by implementing an Owner
Controlled Insurance Program (OCIP). As part of its
initial financial planning, Project management determined
that an OCIP could provide necessary insurance coverage
at a substantially lower aggregate cost than could be
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obtained if each contractor purchased coverage
separately, because of economies of scale in the purchase
of coverage from a single carrier, elimination of cross
claims among contractors, and implementation of a cost-
effective safety and loss control program for the entire
Project. '

The OCIP is presently structured as a retrospectively
rated insurance program with loss retention (or
deductible) levels of $1,000,000 per claim, $3,000,000
per occurrence for workers compensation and $2,000,000
per claim, $6,000,000 per occurrence for general liability
coverage. The Commonwealth is responsible for loss
costs up to these deductible levels.

As part of the OCIP, the Project has agreed to establish
and fund a Trust, held by an independent third party
Trustee, in an amount necessary to cover the Project’s
potential cumulative liabilities to the carrier for these loss
costs, administrative expenses and certain defined
contingencies under the OCIP. The OCIP is expected to
cover such costs through the construction period and
through the period after the construction during which all
claims will be resolved and paid, referred to as the “tail
period”. -

The amounts payable annually to the Trust for workers’

. compensation coverage are based on standard premium at

rates approved by the Insurance Commissioner. The
Project pays general liability premiums at negotiated rates
directly to the insurance carrier, which holds the premium
for three years, after which the amounts may be
transferred to (or from) the Trust based on loss experience
for that year. In addition, the Trust eamns investment
income, part of which is paid to the carrier as part of its
compensation and the remainder is credited to the Project
and held in the Trust to cover the Project’s cumulative
obligations. The amount in the Trust are restricted by its
terms and cannot be used for other purposes. Any
amounts which remain in the Trust after all losses and
other obligations of the Project are paid, will be re-paid to
the Project for distribution in accordance with funding
agreements with the federal government,

The Project’s OCIP activity is reported as an Internal
Service Fund. The “Claims and Judgement liabilities”
reported therein represents the Project’s liabilities as
estimated by the carrier for incurred losses as of the end
of the fiscal year. The Internal Service Fund also
includes amounts set aside in the Trust to cover the
Project’s cumulative workers’ compensation loss and
general liability premium obligations from the inception
of the OCIP (1992) through the end of the tail period.
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The estimated liabilities shown in the table below
represents its insurance carrier’s estimate of liability
based on experience to date and the cumulative maximum
potential obligations, as of June 30, 1999 and through the
end of the tail period respectively. (Amounts in
thousands)

Liability

Recorded Maximum Potential Obligation

as of 6/30/99 As of 6/30/99 End of Project

General Liability $44,103 $133,900 $259,715
Workers' Compensation

Liabilities R 77,028 192,900 359,423
Total $121,131 $326,800 $619,138

o “The liability column represents estimates of liabilities

incurred based on past experience, both reported.or not
reported as of June 30, 1999. The maximum potential
obligation represents the carriers’ estimated potential
reimbursable losses and premium.

In addition, the Commonwealth and the insurance carrier
are in the process of negotiating an agreement that has
potential of crediting approximately $5,183,000 in
interest and $33,923,000 in reserve balance to the Trust.
It is estimated that the agreement will be finalized by end
of the fiscal year 2000,

Claims and Judgements - Changes in the balance of
claims and judgements liabilities for the primary
government during fiscal 1999 were as follows (amounts
in thousands):

1999 1998
Liability, beginning of year................. $ 575,465 $ 602,181
Current year claims
and changes in estimates, 800,173 806,864
Claims payments.........ccemeresesesssenns (854,576) (833,580)
Liability, end of year.........ccoevvervennne $ 521,062 $ 575465

Component Units - The MBTA reserves self-insurance
liabilities as claims and judgements as of June 30, 1999,
Changes in the self-insurance reserves in fiscal 1999 were
as follows (amounts in thousands):

1999 1998
Liablility, beginning of year................ $69,820 § 69,732
Current year claims
and changes in estimates................ 75,267 71,127
Claims payments.............. eseerseenanee (71,869) (71,039)
Liabiiity, end of year....ccooveeevrerennnnee $ 73,218 $ 69,820
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Other Contingencies - The Massachusetts Turnpike
Authority has obtained health coverage for most
employees  through  various commercial health
maijntenance 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, 1999, the accrual for outstanding claims under these
programs, including claims incurred but not reported, was
approximately $14,000,000.

Higher Education - During fiscal year 1998, UMass
Memorial Health Care, Inc., (UMass Memorial) a non-
related party was created to merge all of the subsidiaries
to the UMass Health System. In connection with this
merger, the University of Massachusetts and UMass
Memorial have entered into the following agreements:

UMass Memorial is granted the right to occupy portions
of the UMass campus for a period of 99 years and UMass
Memorial agrees to share responsibility for various capital
and operating expenses relating to the occupied premises.
UMass Memorial also agreed to make up to $4,000,000 in
capital improvements to shared facilities over the next
four years.

UMass Memorial agrees to make certain payments to
UMass and its related organizations, including: 1) an
annual fee of $12,000,000 (plus an inflation adjustment),
for 99 years as long as UMass continues to operate a
medical school; 2) a percent of net operating income of
UMass Memorial based upon an agreed-upon formula;
and 3) a $31,500,000 contribution plus interest by UMass
Memorial to jointly fund and develop a new research
facility with UMass. UMass will own and control the
research facility. -

UMass will lease certain employees to UMass Memori
or its affiliates during a transition period ending 2008.

All academic funds (net assets) held by the Capital
division as of March 31, 1998 (Departmental Education
Funds) will remain assets of UMass and will be held by
UMass Memorial for UMass and allocated to each
academic department. The cash will be transferred by
UMass Memorial to UMass over five years. At June 30,
1999, UMass has recorded a receivable from UMass
Memorial in the amount of $22,600,000 related to these
funds.

UMass is reimbursed by, and reimburses, UMass
Memorial for certain services provided and purchased.
For the fiscal year ended June 30, 1999, the revenues for
services provided to UMass Memorial were
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$240,300,000. At June 30, 1999, UMass has recorded a
receivable in the amount of $109,800,000 from UMass
Memorial for costs related to shared services, leased
employees, and other agreed-upon payments due to
UMass. UMass has recorded a payable at June 30, 1999

of $20,800,000 for amounts due to UMass Memorial for

shared services and other agreed-upon payments due to
UMass Memorial.

15. SUBSEQUENT EVENTS
State Taxes

The fiscal 2000 budget contains several tax law changes,

two of which reduce tax revenues in fiscal 2000. The
;‘;j‘fi‘ncome tax rate has been reduced from 5.95% to 5.85%,
““effective January 1, 2000; 5.80% effective January 1,

2001; and 5.75% effective January 1, 2002. A second set
of provisions that is expected to effect revenue collections
in fiscal 2000 allows taxpayers, retroactive to 1996, to use
capital losses more comprehensively to offset capital
gains, interest and dividend income.

Massachusetts Bay Transportation Authority

On November 16, 1999, the Governor approved
legislation which rewrote the MBTAs enabling act and
contained “forward funding” provisions for the MBTA.
Under the new enabling act, which will take effect in
fiscal year 2001, the Commonwealth’s annual obligation
to support the MBTA for operating costs and debt service
will be limited to a portion of the revenues raised by the
Commonwealth’s sales tax, to be funded from existing
sales tax receipts. The sales tax amount, generally the
amount raised by a 1% sales tax with an inflation-adjiisted
floor, will be dedicated to the MBTA under a trust fund
mechanism that will not permit future legislatures to
divert the funds. The dedicated revenue stream will be
disbursed to the MBTA without state appropriation to be
used to meet the Commonwealth’s current debt service
contract assistance obligations relating to MBTA debt and
to meet the MBTA’s other operating and debt service
needs. The Commonwealth will not be liable to pay the
MBTA’s net cost of service, nor will the Commonwealth
be liable for debt service contract assistance on MBTA
bonds issued after June 30, 2000.

To replace the working capital of the MBTA currently
supplied by operating notes and cash advances from the
State  Treasurer, the legislation authorizes the
Commonwealth to issue up to $800,000,000 in general
obligation bonds. The new enabling act expands the
number of cities and towns required to pay annual
assessments to the MBTA, but reduces the aggregate
amount of assessments to approximately $136,000,000, to
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- be phased in over five years. After the phase-in, aggregate

assessments will be adjusted annually for inflation but
will not be permitted to increase by more than 2.5% per
year.

.The legislation also restructures the MBTA’s board of

directors and advisory board. The legislation provides that
in order to draw down dedicated sales tax receipts or
municipal assessments from the state treasury, the MBTA
must first certify that it has made provision in its annual
budget for sufficient amounts to be available to meet debt
service payments or other payments due under financing
obligations for which the Commonwealth has pledged its
credit or contract assistance or is otherwise liable or as to
which the MBTA has covenanted to maintain net cost of
service or contract assistance support. The new enabling
act also provides explicitly that to the extent the dedicated
sales tax receipts and municipal assessments are
insufficient in any year to meet the MBTA’s debt service
payments with respect to such obligations, the
Commonwealth shall remain liable for the payment of
such obligations or the provision of net cost of service or
contract assistance support as to such obligations to the
same extent as before the enactment of the legislation.
The amount of any -support provided to the MBTA
beyond the dedicatéd sales tax receipts and municipal
assessments is to be in the form of a no-interest loan
repayable within five years from the MBTA’s system
revenues and the dedicated sales tax receipts and
municipal assessments.

MWPAT -

On July 8, 1999, the MWPAT received notification of
approval from the EPA for the 1999 Clean Water
Capitalization Grant. This grant of $45,700,000 was
matched with $9,100,000 of funds on hand for state
matching purposes.
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When Symphoy Hall opened in 1900 as a permanent home for the Boston Symphony Orchestra, the hall was designed and built with
- stringent acoustical standards in mind. Henry Lee Higginson, the founder of the BSO, chose Wallace Clement Sabine to help develop the
= acoustical formula for the hall. Today Boston Symphony Hall is recognized acoustically as one of top three concert halls in the world.
Except for a new oak floor and new lighting, the hall has remained almost unchanged since 1900.

o | In the early part of the twentieth century, the Huntington Theatre, the Museum of Fine Arts, Jordan Hall, the New England

' Conservatory, and the Fenway Court museum of Isabella Stuart Gardner were developed in the area near Symphony Hall, creating the
first cultural district in Boston. On January 20, 1999 US Interior Secretary Bruce Babbitt designated Symphony Hall a National
Historic Landmark.

1900 photo courtesy of the Boston Symphony Orchestra Archives.
Contemporary photograph by Lincoln Russell.
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Required Supplementary information

Fiscal Year Ended June 30, 1999

YEAR 2000 READINESS (UNAUDITED)

The year 2000 issue arises because most computer
software programs allocate two digits to the year date
field on the assumption that the first two digits will be 19.
Without reprogramming, such programs will interpret, for
example, the year 2000 as the year 1900. Also, some
programs may be unable to recognize that the year 2000 is
a leap year.

The year 2000 issue may affect eléctronic equipment
containing computer chips that have date recognition
features — such as environmental systems, elevators, and
vehicles — as well as computer software programs. In
addition, the year 2000 issue affects not only computer
_.applications and equipment under the Commonwealth’s

- direct control but also the systems of other entities with

"~ which the Commonwealth transacts business. Some of
the Commonwealth’s systems/equipment affected by the
year 2000 issue are critical to the continued and
uninterrupted operations of Commonwealth government.

Because of the unprecedented nature of the year 2000
issue, its effects and the success of the related remediation
efforts will not be fully determinable until the year 2000
and thereafter. Management cannot guarantee that the
Commonwealth is or will be year 2000 ready, that the
Commonwealth’s remediation efforts will be successful in
whole or in part, or that parties with whom the
Commonwealth does business will be year 2000 ready.

In June 1997, the Executive Office for Administration and
Finance established a Year 2000 Program Management
Office within its Information Technology Division. The
purpose of this office is to ensure accurate monitoring of
the Comimonwealth’s progress in achieving “year 2000
compliance”. The program office has asked agencies to
identify ‘“‘mission critical” and “essential” systems.
Mission critical systems are those which directly affect
the health, safety or livelihood of citizens, which directly
affect state revenues or whose loss would severely
jeopardize agency delivery of services. Essential systems'
loss would cause disruption of some agency services but
would not prevent the agency from delivering primary
services.

On April 15, 1999, the Governor approved a third round
of Y2K supplemental appropriations of $20 million for
expenditure by the Information Technology Division to
achieve year 2000 compliance for six Executive Offices
and the other departments that report directly to the
Governor. Of this $20,000,000, approximately
$19,000,000 is committed for contracts. This amount,
together with previously appropriated amounts and
expenditures at the departmental level from existing
funds, is anticipated by management to be sufficient to
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meet most of the remediation efforts for such Executive
Offices and departments. The Secretary of Administration
and Finance is to report quarterly to the Legislature on the
progress being made to address the year 2000 compliance
efforts, and to assess the sufficiency of funding levels.

At any given time, work to address the year 2000 issue
with respect to each system deemed mission-critical (i.e.,
critical to conducting the Commonwealth’s operations)
falls predominantly within one of the following stages of
work:

i. Awareness stage — Establishing a budget and
project plan for dealing with the year 2000 issue.

ii. Assessment stage — Identifying the systems and
components for which year 2000 work is needed.

iii. Remediation stage — Making changes to
systems/equipment..-

iv. Validation/Testing stage — Validating and testing
changes that were made during the remediation
stage.

The following paragraphs summarize year 2000 state-of-
work data for the 236 mission critical systems/equipment
of the primary government, which includes higher
education, as of June 30, 1999, Additional information as
to the year 2000 issug, related to the component units can
be obtained in the complete financial statements of the
individual component units. Systems having similar
functions that are in the same stage of work have been
combined for purposes of this disclosure.

The Commonwealth had completed the awareness,
assessment, remediation, and validation/testing stages as
of June 30, 1999, for mission-critical systems and
equipment related to the following:

Primary Government:

Appellate Tax Board:.
Case Management System
Bureau of State Office Buildings:
State House Security System
Non-IT: State Office Buildings
Capital Asset Management:
Non-IT: State Office Buildings
Central Business Office:
CBO-Managed LANs
Commisison Against Discrimination:
Complaint Tracking System
Department of Revenue:
Imaging Data Entry
MASSTax - Revenue System
Local Services Database System
Wage Reporting System
Child Support Enforcement System
Department of Veterans Services:
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Required Supplementary Information

Fiscal Year Ended June 30, 1999

Veterans Services Management Informal System
Division of Human Services:
Workers’ Compensation System
Fiscal Affairs Division:
MMARS Interface Subsystem
FoxPro Database
Group Insurance Commission:
GIC Insurance Benefits Database
Information Technology Division:
PMIS (for HRD, OSC) - Payroll System
PCRS - Labor Distribution System
SNA Legacy Network
TCP/IP Routed Network
CAPS - Payroll System
UHI - Employer-Paid Health Insurance System
MMARS (see Office of the Comptroller)
Future Date Testing Tools for
Mainframe applications
Commonwealth Mainframes
Massachusetts Office on Disability:
CATS - Client Assistance
Mailing Lists
Office of the State Comptroller:
MMARS State Financial Accounting System
Operational Services Division:
Purchase Orders to Office Supply & MIS Vendors
COMPASS — Solicitation
Public Employee Retirement Board:
Disability Determination System
Disability Tracking System
Retirement Verification Calculation System
Secretary of State- Other:
Record Center Database System
Securities
Elections
Corporations Database System
Secretary of State — Voter Registration:
Voter Registration
Treasurer & Receiver General:
Corporate Universe Debt Management System
Cash Management System
Payroll System for Legislature
PPS-Payment Processing System
Board of Registration In Medicine:
Licensing System for Medical Registrations
Department of Telecommunications & Energy:
Mission Critical PC Databases
Complaint Tracking for Cable TV
Division of Banks:
Examination Application for DOB
Division of Insurance:
Licensing System for Division of Insurance
Division of Registration:
Licensing System
Division of Standards:
Licensing System
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Executive Office of Elder Affairs:
Home Care Management Information System
Department of Environmental Management:
Radio Room, Networks
Department of Environmental Protection:
Environmental Data System
Mission Critical Access
DAS-Data Acquisition System for Air Quality
Division of Fisheries, Wildlife &
Environmental Law Enforcement:
Marine Catch Report Database
Titling & Registration Database
Agent Activity Database
Low Band Radio
Executive Office of Environmental Affairs:
VAX Applications
Governor’s Council:
Pardon Database
Governor’s Office:
Boards & Commissions Using
Protocol (DOS)
PROVIEW - Constituent Tracking
Department of Mental Health:
'Hospital Billing System
Department of Public Health:
Statistics: Mission Critical
Substance Abuse:(BSAS)
Family & Comm Health (FCH)
Non-IT: Mission Critical Devices
Healthy Start
Substance Abuse Management Information System
Hospitals: Mission Critical
Children’s Medical Service Program — Insurance
Management & Resources
Pharmacy
AIMS — Hospital Admissions & Billing
Food & Drug: Misc. Mission
WIC — Women, Infants & children
Early Intervention
Health Quality Management (HQM)
Immunization Information System
Department of Social Services:
ASSIST/FamilyNet - Child Protection System
Department of Transitional Assistance:
SDX State Data Exchange
Data Exchange System
s
PRISM — Priority Reporting
Food Stamp Program
Welfare Financial Management Control
Data Insertion Mailing
EBT — Electronic Benefits Transfer
PACES Financial Eligibility System
BEACONI
Department of Youth Services:
Client Tracking
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Division of Health Care Finance: Massachusetts College of Art:
Uncompensated Care Reporting System Colleague System
Division of Medical Assistance: Massachusetts College of Liberal Arts:
Medicaid Claims System Student Information System
Recipient Eligibility Verification System : Accounting System
MAZ21 Recipient Information Massachusetts Maritime Academy:
Office of Child Care Services: Financial Services Colleague System
Complaint Tracking System Massosoit Community College:
Teacher Quality System APECS Student Information System
Day Care Licensing System ‘ Great Plains
Soldiers Home — Chelsea: Middlesex Community College:
Banking System Student Information System
Patient Tracking System Banner
Soldiers Home — Holyoke: i ' Human Resource System
Medical Records System Mt. Wachusett Community College:
. In-Patient Tracking System Banner
- Insurance Billing North Shore Community College:
Human Resource System
Higher Education: Banner
Berkshire Community College: Northern Essex Community College:
Student Billing & Administration Student Information System/Banner
Bridgewater State College: Quinsigamond Community College:
Financial System . Financial Management System
Human Resources System BPI Accounting
Student Information System Roxbury Community College:
Bristol Community College: Kenric Financial Package
Financial System Salem State Colleges-
Student Information System Fiscal System
Bunker Hill Community College: Student Accounts
Human Resource System i UMASS — Dartmouth:
Student Admmlstratlon/Colleague System Accounts Payable
Cape Cod Community College: Student Information
Financial System UMASS —Lowell:
Student Information Student Information System
Human Resource System Financial System
Fitchburg State College: UMASS - Presidents Office:
Student Financial Records System Payroll System
Framingham State College: Student Administration
Fully Integrated System Accounting
Scheduling System Student Billing
Student Administration UMASS — Worcester (Medical School):
Greenfield Community College: SAMIS-Student Administration Management
Payroll System Westfield State College:
Banner-Student Information Financial Record System
Banner-Financial Worcester State College:
Banner-Alumnae Colleague System
Holyoke Community College: Campaign & Political Finance:
Student Information System Name & Address Database
Human Resource System Central Artery/Tunnel:
Financial System Traffic Management (Construction Information Database)
Energy Management IPCS Construction (Integrated
Mass Bay Community College: Project Controls System)
Student Information System Electrical and Mechanical
Human Resource System IT Help Desk (CAT MC Information Systems)
Financial System Committee for Public Counsel:
Financial Aid System Billing for Public Defenders
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Required Supplementary Information

Fiscal Year Ended June 30, 1999

Lottery Commission:
Eke Scheduling
Financial Systems
On-line Games
Administrative Office of Trial Courts:
Judiciary Court Activities Information System
Housing Court
Jury Selection
Warrant Management System
Probation Receipt Accounting System
Worcester Probate and Family
Juvenile Court
Appeals Court:
COTT/Forecourt — Case Management & Court
Operations System

+ Board of Bar Examiners:

Forecourt — Case Management & Court Operations

. Supreme Judicial Court:

Forecourt — Case Management & Court Operations
Division of Apprenticeship:
Apprenticeship Tracking System
Division of Employment & Training:
ARTB — Accounts Receivable
Trial Balances Revenue Systems
Unemployment Insurance System
Lotus Notes for Career Centers
UHI (see ITD)
Division of Industrial Accidents:
Diameter
Pyramid
Labor Relations Commission:
Case Tracking System
Bureau of Special Investigations:
Case Tracking System
Chief Medical Examiner:
Inquest System
Criminal History Systems Board:
Law Enforcement Agencies Processing System
Criminal Offender Record Information System
Department of Corrections:
Technology Services Equipment
Non-IT Embedded Systems
DBI Fingerprinting System
Inmate Database
Epic System (ID & Booking)
Department of Fire Services:
Fire Incident Reporting System
UST Underground Storage Tank
Merit Rating Board:
Driver Citation System
Insurance Claims Tracking System
Inquiry (Access to Driver & Citation Database)
Military Division — State: ’
Municipal Network Information System
SIDPURS-ARNG
SABERS
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TROUPERS
JUSTIS
AFCOS
Parole Board:
Parole Board Victim Witness Tracking System
Parole Board Inmate & Hearing Tracking System
Clemency Tracking/PATS
Parole Board Management System
Registry of Motor Vehicles:
Controls License Issuance System
Registration Systems Controls Vehicle Registration
Batch Numbering — Document Control for F/M
State Police Department:
Communications Equipment (non-IT)
POS Police Op. System to Control Police Dispatching
Statewide Emergency Telecommunications Board:
Mobile 911 Truck
SRC System Maintenance & Monitor
ALI Automated Location Indicator
911 Customer Premise Equip.
Telephone C/O’s & 9-1-1
Massachusetts Highways:
Non-IT: Traffic Signal Controllers

The Commonwealth has completed the awareness,
assessment, and remediation stages and was performing
the validation/testing stage as of June 30, 1999, for
mission-critical systems and equipment relating to the
following:

Primary Government:
Metropolitan District Commission:
Non-IT: MDC Mission Critical
Legislature DP:
Legislative Bill Tracking
Department of Public Health:
State Lab: Mission Critical
Administrative Office of Trial Courts:

Superior Court Forecourt

BMC Forecourt

Fall River Applications
Department of Correction:

Radio Communications Repeaters

Perimeter Security Systems 7

Tool and Key Control Databases
State Police Department:

State Police Fingerprinting System

Higher Education:
Roxbury Community College:
Student Data

UMASS — Lowell:
Library System
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Massachusetts Bay Transportation Authority =

In the 1800s over 20 horse drawn coaches provided mass transit to the residents of Boston. Each offered different fare structures and
overlapping lines of service. This lead to public outcry and in 1887, legislation was passed to consolidate the lines and create one of the
largest street railway operations in the United States.

When this mode of transportaion became outdated and many of the larger cities were employing cable cars, Boston determined to install
cable cars, but to electrify the system. The first electric streetcar line started on January 1, 1889. The expansion of this technology was s
rapid and by 1911, Massachusetts had more street railway trackage per square mile that any other state in the union.

Transportation systems continued to improve, but by 1918 increased costs caused the legislature to pass the Public Control Act, designed
to provide public operation of mass transportation for fares at rates sufficient to meet all cost of furnishing that service which at the time
was determined to be a nickel. In 1947 the Massachusetts Transit Authority (MTA) was created. The MTA began serving 14 cities and .
towns. In 1964, the MTA was replaced with the Massachusetts Bay Transit Authority (MBTA), a greatly expanded entity created to . o
provide service to 78 municipalities. In 1974 the MBTA added commuter rail service. Today the MBTA administers an extensive network
of mass transit. In 1993 the MBTA was the nation’s 6th largest transportation system serving a population of 2,608,638 in 78 cities and
towns in a service area of 1,038 miles. ' ‘

Photography courtesy of the MBTA.
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The THINK

Francis Edgar Stanley and Freelan Oscar Stanley were twin
brothers who were inventors. Early in their careers, they invented
a photographic plate, which they sold to Eastman Kodak. The

i money from that sale provided funds to develop the first steam
driven motor car. In 1899 they launched the Stanley Motor Car
business in Watertown, MA and were producing 10 cars a day
and orders that were backed up for months,

In 1906 their Stanley Steamer set a world’s speed record of
nearly 130 miles per hour. The car weighed only 500 pounds
and had a 35 pound, two gylinder engine. During the speed-
tridl, the car became airborne and rose several feet off the
ground. It hit the ground and broke into two sections. The boiler
- | flew down the track blowing steam like a meteor; according to

H reporters. Thereafter; that model of the Stanley Steamer was
called the Flying Teapot.

Today car manufacturers are working to produce cars that are more fuel efficient and better for the environment. Electric cars are one
8 answer. Small and light, they can achieve remarkable distances on a single charge. Another solution are hybrid cars that use gasoline
engines, but can recapture some of the extra energy and store it in batteries for later use in order to improve the vehicles’ fuel efficiency.

. Photography of the Stanley Twins in the first Stanley Steamer, courtesy of Stanley Steamer Museum Collection.

| d: Ford motors THINKs electric car courtesy of www.cars.com.

Pl e e e e (e, i ey e}y }e ey 1\ ' b ' ' ek
L

Commonwealth of Massachusetts 93 Comprehensive Annual Financial Report



r=—— Boston Public Library Children’s Room f

The Children’s Room at the main branch of Boston Public Library (BPL) is the oldest one in the country. Originally the patent room,

it was renamed Children’s Room in 1898 when the patent collection was moved out. At this time it became a general reference reading
room for children and teachers. The bookshelves were designed to be low enough for a child to access without the help of a librarian.

It also contained artwork and framed historical documents. Remodeling of the current Children’s Room was completed in 1994. In 1996,
Margaret Rey, who along with her husband Hans authored the famous “Curious George” series of children’s books, celebrated her 90th™
birthday by gifting the BPL with a million dollars for the enhancement of the children’s areas throughout BPLs twenty-five branch ) ;
libraries. In veturn for her generosity, the original Children’s Room in the Central Library was re-named for the Reys. Today the =8
Children’s room has over 60,000 volumes in its library, and approximately half of those in circulation at any one time.

ol
i
N
h
!

Photography courtesy of the Boston Public Library archives and Jim Guan.

i
IVL

Commonwealth of Massachusetts 94 Comprehensive Annual Financial Report



et

General Fund

The General Fund is the Commonwealth's primary Govern-
mental Fund. All governmental activities not specifically
directed to another fund are accounted for in the General
Fund. As aresult, 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.
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Revenues and expenditures associated with federal reim-
bursement-based programs are accounted for in the General
Fund. These programs have various reimbursement formu-
las. The Commonwealth provides grants and contract assis-
tance 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.
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General Fund
Balance Sheet

June 30, 1999
(Amounts in thousands)

1999 1998
ASSETS

Cash and short-term INVESIMEIS.........ocvvveeiireiiieienessseeresereses e seseesessesaesenes $ 2,344,861 $ 1,480,338

Receivables, net of allowance for uncollectibles:
T AXES. i s virererieiretesrinrietererser st rrr e et b s sere s sbesetnssabas st aesnesareseres R essRt s rar e R e st e 988,805 971,649
Due from federal gOVEIMMENLt.......co.covrvivierierenisninrsinsnmeniensssessnsisesersesions 447,964 426,660
OtNET TECEIVADIES ..cvvviveceieeestiieiresireeeeesieressereeesiressssnsssssbascsssssesriesanarrsesnsnassens 115,347 123,282

Due from cities and tOWNS.......covviiiiiiiii e 239,137 239,547

- Due from Other fUNdS.........cccvivinieiineniicieieesresresierereseeseesrsssrossesssssssrsssarssses 2,887,371 . 2,383,346
. Due from COMPONENt UNILS.....oevvrereivererverivererermssrreressestvrersssssserssesssssssersasasssiess 15,634 ‘ 3,750
TOLA] ASSBES.vererrieereririreiereriisesresseestessessaeseesesaresbersoressresensessersesserssssoraeneorarrassens $ 7,039,119 $ 5,628,572
LIABILITIES AND FUND BALANCES .

Liabilities:
ACCOUNLS PAYADIC...cvivirerriiercirrirerieniirereessissesisereseessssassissrssensssesasistsasesnsssins $ 972,902 $ 901,259
Accrued PaAYTOll....cvrereeriirenireniereeie i s 34,552 22,906
Compensated abSENCES.......vovuiirnierininnieeiiseee s 110,967 102,759
Tax refunds and abatements payable.........ccooeivivorinviinm.. i 610,842 600,868
Due to other funds.......covcviiiiiiiniininire i e 743,922 420,211
Due t0 COMPONENE UNILS.....cccviererreeruersrerssesiersrersensresssersenssssessessssosesssssssessssses 70,961 61,464
Due to federal gOVEINMENL.......c.iveiuireiinersnirinieninnns s 16,452 18,058
Deferred revenue.....oueevvovveenes retesesraesesaaresr it e es b ra et reetertbe s e b aes st aer b e e e baraaes 129,686 122,791
Claims and JUAIMENLS......c.cceeveieriererriciscesresreereesssessmmssessstssessssssisssssssssssess 32,700 16,500
TOtal HADILItIES. . 1evcvrrerivreeirerieerinrissereseeresseisrereneneresssesessessresoessessssssssnsssesnsnens 2,722,984 2,266,816

Fund balance: -
Reserved for continuing appropriations..........c.ceeveienmcnsiimmnen. 131,996 135,350
Reserved for taX redUCION. uuueiiiiiiiirris e ieiiecnrescsreeesssesrressseeseesrasssseessees 6,818 367,663
Reserved for Commonwealth Stabilization........cccnuvineeeriireresiinreninerorereensanens 1,388,523 1,159,588
UDIESEIVEA. 1uviiieeirireireiiitiisrersisressstesssssssraetssnsessessasssrssssasensssssasssesnseeassonsenss 2,788,798 1,699,155
TOtal N DAIANCE. ..ovvrvvrsvvercnnssessarrisssmsssssssnsssmsssssmsssossssrsssss e 4,316,135 3,361,756+
Total liabilities and fund balances..................eumeeseessssmmmsessssmessssasmmsssssmmininnonse $ 7,039,119 $ 5628572
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= General Fund
Statement Of Revenues, Expenditures And Changes In Fund Balances

-
C Fiscal Year Ended June 30, 1989
{Amounts in thousands)
i 1999 1998
i Revenues: ’
' XS vvvvevveveresseseveseesssesenssssesssssessessssssssssnessessssase st ststseseveessss s e sk renm st bbb $ 8,550,619 $ 8,470,786
ASSESSIMENS..vuvvvviirereereieseseeerenes . 238,126 226,236
M Federal grants and reimbUISEMENLS........cvvviereuerenneisinnmisisnisesessersisimmssseissiniis 2,676,817 2,685,639
5 DEPAIMENLAL 1. svsse s s bssses a8 n 524,280 537,924
’ MISCEILANEOUS...ovviv vt cierr s ririncares e s bbb vs s er e s e es st rsansatonpossbsbarebesesntrasasensesbsbssbssorsons 161,503 175,285
e TOtAl TEVENUES......ivviiieieiiiiir it ie s tbesre e aerbs st srrsernesr e s bessssessassboshesrsasessasereibsostasarssaoressnte 12,151,345 12,095,870
i Other financing sources:
Proceeds of capital JEases. ... 9,392 15,521
Transfers from component units. 5,412 4,192
. Operating transfers N s s 420,594 509,230
e Total other fINANCING SOUICES.....cviinreiiinienieeni e st snsb s bs s et 435,398 528,943
i ... Total revenues and other fiNanCING SOUICES. ..ot e 12,586,743 12,624,813
B
o Current: .
i LEGISIALUIE. c.ccectiiireiririiiniier ettt sra ekt sssben s b e si st b e bbb en b n b e bos 51,371 51,194
. Judiciary............. " 69,257 47,932
‘ Inspector General.......ccvceerruerniinnins . ' 2,231 1,876
[ Governor and Lieutenant Govemor... 5,410 5,095
3 Secretary of the CommMONWEAIth.......ouivveeeriereinininis s s sstsrssssssiens 24,056 16,657
t Treasurer and ReceiVer-GENEral.......ocvvvivveriiiiseiniesiniiesonisrerosessrssoresssisessesossossenes 91,199 87,472
Auditor of the Commonwealth... . 13,241 13,337
Attorney General.........ccoernie 40,951 34,106
Ethics Commission... 708 639
DiStrict AHOIMEY...covverrevircesrimnmesieinesens 242 247
Office of Campaign and Political Finance 377 386
Sheriff's Departments........ovvrrieemieineeeeeesssnesesens 130,689 40,307
Disabled Persons Protection COMMUSSION........covivverisneriieerisniorsereens 1,504 1,510
Board of Library Commissioners.......... 4,395 3,815
Comptroller........ococinnvernrerirennnn, . 7,518 7,173
. Administration and fINANCE........crvererrivirierrerrnnsoieressreresiessesssmsssesesassasesesresas 786,505 772,532
; Environmental afTAirs........cocvviieriinmiieee s s seesesssosssnssssssssnessossrssssessrssesassssesns 68,664 65,141
v Communities and development.. . 96,156 97,995
Health and human services......... 3,145,871 3,035,327
) Transportation and construction, . 12,357 1,226
[ EdUCation...........oeevevorceccciressarenn 188,431 176,075
& Higher education... 95,591 80,891
PUDNC SATELY ..ottt sesare st st sb b e s ebsass bt e seaa e eas 465,860 408,073
Economic deVElOPMENt.........cvuiiciiminmiereiimiismensssssesmssssmsesrer s 10,354 9,200
[ Elder affairs........coun... " 158,619 142,870
P Consumer affairs... . 38,048 31,797
"Labor....... . 28,146 41,566
Medicaid, 3,521,250 3,442,215
fo Pension....... “ 83,593 96,833
] DIIECE 10CAL AI.....uiviiiircrecieicinse bbb s tesssbesass bt st sserssbosbesbesesennene 33,037 33,877
L Debt service:
Principal FetiremeNt........co.cvcvereieiiiriee e iereeesisess s snssesseos eeeie e aerrernes 426,320 502,133
oy Interest and fISCAl CHATZES.......cuiereerrieeieverenire et sses b esernnstressssssastrsrenses 250,958 255,900
t § TO1a] EXPENAIUTES.....orrecrerrrrrcssscesssssssssssssostessssssisssssesnssessossssssssssssssssnses 9,852,909 9,505,397
- Other financing uses:
OPperating tranSTErs OUL.......cccevicniiioiniisscrisrsiseseesenienis s esssssssssssessmsessisesssserissosenss 476,031 454,872
L Transfers Of APPrOPIiALIONS. ......ovvcrecrireersrisesresisssrisrssosisessesisssesssssssssssesesnessesssbtsesssesssnse 860,148 820,646
‘;L | Transfers t0 COMPONENt UNIS......cccvviiemmmiiniiiiiiisinsiessnn s s sersss e sesessnes 443,276 413,657
Total other fINANCING USES.......cvvvererrererreeriirireirr s sssrrsnsrens 1,779,455 1,689,175
- Total expenditures and other fINANCING USES...vciiriviinirieiereriesermsimme e 11,632,364 11,194,572
{. g Excess of revenues and other financing sources
- over expenditures and other financing Uses........o..ovivvveeivniirivnninnen. 954,379 1,430,241
. Fund balance at beginning 0f YEaT......c.vreriivsnssinsimsrenisis s s sssssssssnssssssssesssssessess 3,361,756 1,931,515
4
!L , ‘ Fund balance at €nd 0f Year. ..o s esessressssasesens $ 4,316,135 $ 3,361,756
Commonwealth of Massachusetts ' 97 Comprehensive Annual Financial Report



Union Station s=——m——o

Commonwealth of Massachusetts 98 Comprehensive Annual Financial Report



(
|

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 — account 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 reim-
bursement programs such as Medicaid and AFDC
which are accounted primarily 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.

Environmental — accounts for a variety of fees, fines,
and other revenues which finance programs to pre-
serve, 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 Héalth 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
collected under federal regulation from certain oil com-
panies doing business in the Commonwealth, and inter-
est thereon, being accumulated to provide fuel assis-
tance and weatherization for low income residents.

Commonwealth of Massachusetts

Other — accounts for a variety of miscellaneous taxes,
assessments, federal reimbursements, fees, fines, federal
grants, debt proceeds and other revenues along with long-
term grant anticipation notes proceeds restricted to the
financing of specific Commonwealth programs.

When Union Station in Worcester first opened in 1911 it was
described as a “Poem in Stone” because of its magnificent archi-
tectural structure, and it soon became a focal point of the down-
town central business district.

Nevertheless, the decline of the railroad industry caused its doors
to be shut in 1975. In 1994, a feasibility study found that the sta-
tion could be successfully revitalized and the Worcester
Redevelopment Authority acquired the station from bankruptcy
court in 1995 for $50,000. A combination of funding for the fed-
erdl, state and private sources was obtained for the restoration of
the station and its surrounding environs.

Once fully operational, the station will once again serve as a ceris\
ter of activity for the city and the area. The station will offer trav-"
elers access to full commuter rail service to Boston, intercity and
interstate bus service provided by Peter Pan and Greyhound Bus
Lines, Amtrak service and public bus transportation. Specidl
attention to pedestrian access to the station has been an essential
element to the design of the station and the surrounding area
including a major roadway reconfiguration to ease pedestrian
access to the station. In addition, plans for tying the Station in
with bike paths are well underway as part of a “rail-to-trail” ini-
tiative. The finishing touches are being completed and the station
will be ready for operation in the beginning of 2000, with bus ser-
vice beginning in mid 2001.

Photo courtesy of the Worcester Redevelopment
Authority.
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Special Revenue Funds
Combining Balance Sheet

June 30, 1999
(Amounts in thousands)

[
Federal ‘
Grants Highway Local Aid Environmental ‘
ASSETS

Cash and short-term investments.........cocevvererirerereseonns $ - $ - $ - $ -

Cash with fiscal agent....cccciirvenrnrvinienninneeveeon - 26,061 - -

Receivables, net of allowance for uncollectibles: : 3
TAXES.uucvvrsrsnsissesssionssissssesssssssssssssssssssssssssssssss s - 47,007 630,000 688 e
Due from federal government.........ccoceverersierreneernnrons 217,273 - - 749

"LOther receivables....vurrinreienniieneeneeseeon - 870 - 21,125

Due from cities and toWns.........ceecvenvinvenineninrceenienernns - - 495 -

Due from other funds........coceovveveerniennieririevernniens S - 140 - -

INVENTOTY..ociiieiniiienimnneesissensnsesisesinsssssssssesseresrsenes 25,227 - - -

Other @SSeLS. . urviimveisiiiimimnimmiesienssnimmreesrersrsne - - - -

TOtAl ASSELSicvuinirivrinererierermmrerisressssernsrerenressssnseressnns $ 242,500 $ 74,078 $ 630,495 $ 22,562
LIABILITIES AND FUND BALANCES
Liabilities: :
Accounts payable......oveviorienereiroeeeeens $ 150,466 $ 18,147 $ 230,848 $ 9,573
Accrued payroll........cceiivrnieneninne e 1,667 4,404 731 653
Compensated abSences........orvvrvirivnenss ievererenrennens 11,635 20,180 33,469 4,078
Tax refunds and abatements payable.........ccoovevererane - 217 405,489 -
Due t0 Other fUndS....civiiiieicnnienrisinreriserineesesssrsesesse 42,414 188,880 2,375,075 28,157
Due to component Units.......ovevreesreensserersererssorenne - 103,954 207,906 ’ -
Due to federal government.........cocorireevrenreierserienronenns . - - -
Deferred reVeIUE....vvvviiiirieieisreeeecsreserieseesesseesaes 25,227 144 61,111 270
Other accrued liabilities........cvvrerverireiivnirereereenvnnins - - - -
Total Habilities, . ivirverereivrvriirnererenresnsreennssiiossorsssones 231,409 335,926 3,314,629 : 42,731
Fund balances (deficits):
Reserved for continuing appropriations...........ceeseves - 4,247 18,471 6,996
Reserved for retirement of indebtedness........ccuouvunns - 26,061 - -
Reserved for capital projects. ..., - - - - i
UNIESEIVE. ueiviiiririinrriiisresieressrossresseosiessresssssressness 11,091 (292,156) (2,702,605) . (27,165)
Fund balances (deficits).....o.ccvrneerrerimnresreininieironen 11,091 (261,848) (2,684,134) (20,169)
Total liabilities and fund balances.......covivverrereernen. $ 242,500 $ 74,078 $ 630,495 $ 22,562
\ } 1
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Totals

Universal
Health Oil
Lotteries Care Overcharge Other 1999 1998
$ 22,725 $ 224,202 $ 9,544 886,923 $ 1,143,394 $ 1,153,980
- - - 49,104 75,165 ‘ 37,631
- - - 30,047 707,742 685,608
- 49,259 - 184,196 451,477 340,544
7,579 97,680 - 5,359 132,613 103,640
- - - - 495 407
- - - - 140 338
- - - - 25,227 25,233
- - - - - 2,984
$ 30,304 $ 371,141 $ 9,544 1,155,629 $ 2,536,253 $ 2,350,365 .
$ 25,845 $ 100,357 $ 306 54,265 $ 589,807 $ 534,751
- 14 10 258 7,737 31,760
1,883 in 24 4,224 75,493 69,112
- - - - 405,706 397,462
- - - 78,565 2,713,091 1,933,571
- - - - 311,860 269,467
- - - 1,067 1,067 49
5,225 12,410 - 53 104,440 117,431
- 132,622 - - 132,622 73,679
32,953 245,403 340 138,432 4,341,823 3,427,282
- - - 50,456 80,170
- - - 435,096 461,157 26,059
- - - 7,003 7,003 -
(2,649) 125,738 9,204 524,642 (2,353,900) (1,227,917)
(2,649) 125,738 9,204 1,017,197 (1,805,570) (1,076,917)
$ 30,304 $ 371,141 $ 9,544 1,155,629 $ 2,536,253 $ 2,350,365
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Special Revenue Funds
Combining Statement Of Revenues, Expenditures And Changes In Fund Balances

Fiscal Year Ended June 30, 1999
(Amounts in thousands)

Federal

4 Grants Highway Local Aid Environmental
Revenues:
: TAXES v ervveverarererienirresrersrsarsseresssssesaressastineveresenererssissasersssnsssseres $ - $ 545,240 $ 4,923,462 $ 7,905
ASSESSINENUS 1uvusresrensirerssrimmsosseassrarsnsisssiosessssnsibansonissare - 10,680 - o 17,142
Federal grants and reimbursements 1,455,958 - - 2,800
Departmental......cccovvernimmmenneonne - 303,271 1,476 59,657
Miscellaneous.... 112 2,029 292 31,851
, TOLAL FEVEMUES..vvvvverecsestssscssssenssssssssesmsssssssssssesssssssssssssssssssssns ' 1,456,070 861,220 | 4,925,230 119,355
¥ Other financing sources:
‘ Proceeds of grant anticipation NOtes.......iuvveveierecrcenmiimisennnnennns - - - -
~ Operating transfers in.......cuiinnns oot ebetensanbens - 2,345 891,615 564
" Total other financing SOUICES.....cuvvvivvrveeierirenireierienursisesmesesei - 2,345 891,615 564
Total revenues and other financing SOUICES.......vcrvrimerersersrenone 1,456,070 863,565 5,816,845 119,919
Expenditures:
Current:
Judiciary ..o 159 - 441,522 -
Secretary of the Commonwealth, 641 - 8,397 -
Treasurer and Receiver-General.. 523 697 3,155 - 6
Auditor of the Commonwealth........c.iniiniimnin, - - 742 -
AOmEY General.,........ooeeimniirermeenenimiseeoeee oo 5,763 7 747 87
Ethics Commission... - - 677 -
DiStrict AtOINEY...vveveeererrerirerrsrarnerrrserens 2,837 - 61,401 -
Office of Campaign and Political Finance...........ovvveisiecrennone - - . 401 -
Sheriff's Departments.........ccieiniriimiineneen: 2,016 192 . 1,456 -
Disabled Persons Protection Commission........ovuveeermeeremrevenrees - - - -
Board of Library CommiSSIONers.......ccocorvunserernreccrerevesssssenns 2,608 - 2,803 -
Administration and fINANCE.......cvivvisiiesnssieonirin e 1,948 6,639 133,003 22,786
Environmental affairs.....c.ivcvneinoniniommeemerioorome 18,672 27,376 25,738 82,747
Communities and development... 224,278 - 32,238 -
Health and human services......... " 484,063 - 3,455 -
Transportation and CONSLIUCLION...vvverireiiniverersarennisreiersserseenes 5,075 118,824 580 5
EdUCAtION. ..coeiiereenrereseerminiinmnsennnssssesnssesmsossneessssssssesas 462,122 35,988 552,193 514
Higher education.........c.oveivin i, : 1,457 - - -
PUDBHIC SAELY..covirerecreririremrernresimnserersiereresesererssesinsssrsssssernes 29,825 189,084 163,905 181
Economic development......iucvcvvinineicensiniviresnneossrescens 3,574 - 249 -
Elder affairs......cccovevnnne 26,388 - 10,908 -
..... 1,383 2,108 , - -
..... 132,809 - 187 : -
] 28,489 211,806 359
Direct 10al @id...vcvviviiriiiiirinrirnnimrcrsseioeereresesseens - 50,076 4,322,231 95 .
Debt service: o L
Principal retiremMent. .....ccveiriiriinnrisisrermmnmssioreessesesesssnsansen - 166,683 . 62,950 - i
Interest and fiscal ChAIEES........o.cervivveereiessnirnesassisssnsssss - 191,673 73,080 - L
Total expenditures.............,.........‘.,.......; ......................... ereenerens 1,406,141 . 817,836 6,113,824 106,780
Other financing uses: '
Operating transfers Olt.......cuivmvieciinrenmevorinimemnsro. 48,658 356,914 117,415 16,224
Transfers of appropriations - ) - 92 1,781
Transfers to COMPONENt UNILS....vevvererenurerereenernenimnmarererersnserenes - 122,008 259,472 -
Total other fiNANCING USES....ivcviviiirerorivivenreisieririsssiererorisnnes 48,658 478,922 376,979 18,005
Total expenditures and other financing uses........cvvervrreerrreerenns 1,454,799 1,296,758 6,490,803 124,785
Excess (deficiency) of revenues and other financing .
sources over expenditures and other financing uses.........cveinens 1,271 (433,193) (673,958) (4,866) .
Fund balances (deficits) at beginning of year......... " 9,820 171,345 (2,010,176) (15,303) -
Fund balances (deficits) at end of year..........cocervvvrenervsesssenonsens $ 11,091 $ (261,848) $ (2,684,134) § (20,169)
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Universal
Health 0il
Lotteries Care Overcharge Other 1999 1998
r
$ 2,191 - $ - $ 291,416 5,770,214 $ 5,562,642
- 262,945 - 17,506 308,273 287,737
- 182,483 4 1,343,791 2,985,036 2,383,746
: 3,554,933 353,298 - 53,990 4,326,625 4,247,823
‘ 15,517 146,350 1,302 29,942 227,395 105,546
3,572,641 945,076 1,306 1,736,645 13,617,543 12,587,494
- - - 319,434 319,434 580,557
17,925 157,822 - 705,819 1,776,090 1,470,126
17,925 157,822 - 1,025,253 2,095,524 2,050,683
e 3,590,566 1,102,898 1,306 2,761,898 15,713,067 14,638,177
- - - 3 441,684 422,522
S - - - - 9,038 6,426
b 2,686,609 - - 1,312 2,692,302 2,561,181
- - - - 742 766
- - - 995 7,599 6,661
- - - - 677 664
- - - 7,857 72,095 67,746
- - - - 401 .- 366
- - - 30 3,694 206
- - . - - 8
- - - - 5,411 5,026
- 129 - 104,839 269,344 285,438
- - 7 8,618 163,158 150,748
- - 799 2,451 259,766 252,541
- 878,490 - 648,055 2,014,063 2,022,437
- - - - 124,484 115,539
- - - 23,942 1,074,759 977,440
- - . 197 1,654 1,066
- - 70 11,489 394,554 444,629
- - 4 43,056 46,883 21,312
- - - 886 38,182 36,397
- 17,046 2,142 7,085 29,764 25,496
3}‘ - - - 5,371 138,367 144,313
- - - 307,403 307,403 195,624
- - - - - 240,654 317,522
- - - - 4,372,402 4,013,004
- - - 2,604 232,237 205,134
- - - 37,974 302,727 251,424
N 2,686,609 895,665 3,022 1,214,167 13,244,044 12,531,636
L 905,401 176,532 148 1,178,980 2,800,272 2,128,476
- - - - 1,873 2,339
- - - 14,051 395,531 348,703
3, 905,401 176,532 148 1,193,031 3,197,676 2,479,518
wd 3,592,010 1,072,197 3,170 2,407,198 16,441,720 15,011,154
. (1,444) 30,701 (1,864) 354,700 (728,653) (372,977)
2 (1,205) 95,037 11,068 662,497 (1,076,917) (703,940)
: $ (2,649) 125,738 $ 9,204 $ 1,017,197 (1,805,570) $  (1,076917)
i
e
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Budgeted Special Revenue Funds
Combining Schedule Of Revenues, Expenditures And Changes In Fund Balances -
Statutory Basis - Budget And Actual

Fiscal Year Ended June 30, 1999
(Amounts in thousands)

Highway Local Aid o
Variance Variance
Favorable Favorable
Budget Actual (Unfavorable) Budget Actual (Unfavorable)
Revenues: (
Taxes $ 522,200 $ 543,847 $ 21,647 $ 4,685,700 $ 4,925,633 $ 239,933 :
A t - 10,680 10,680 . . .
Federal grants and reimbur t 2,700 - (2,700) . - .
Departmental 275,000 303,207 28,207 7,800 1,476 (6,324)
Miscell - 2,024 2,024 - 292 292
Total rev 799,900 859,758 59,858 4,693,500 4,927,401 233,901
Other financing sources: -
Operating transfers in - 2,345 2,345 659,300 808,095 148,795
Stabilization transfer. - - - - . -
Transfer for tax reducti - - - - 83,520 83,520
Total other fi ing source - 2,345 2,345 659,300 . 891,615 232,315
: Total revenues and other fi ing source 799,900 862,103 62,203 5,352,800 5,819,016 466,216
Expenditures; .
Judiciary - - . 462,873 438,648 24,225
Secretary of the Commc It} - - - 8,638 8,382 256
Treasurer and Receiver-General 707 701 6 3,510 3,171 339
Auditor of the Cc wealth - - - 740 740 “
Attomey General 8 7 1 756 749 7
Ethics Commissi - - - 698 693 5
District Attorney - - - 61,741 61,571 170
Office of Campaign & Political Finance, - - - 379 377 2
Sheriff's Department 242 192 50 . 1,914 1,456 458
Board of Library Commissi - - . o 2,803 2,799 4
Comptroller - - - - - - -
Administration and finance 20,840 6,101 14,739 155,805 144,751 11,054
Envir tal affairs 27,985 27,272 713 32,306 31,694 . 612
Communities and development. : - - - 33,770 33,728 ©42
Health and human service - - - 13,699 3,455 10,244
Transportation and construction 184,906 180,787 4,119 129,867 125,438 4,429
Education - - - 254,383 248,672 5,71t
Higher education - - - 92 92 -
Public safety. 215,179 211,571 3,608 169,718 163,617 6,101
E ic development. - - - 250 249 1
Elder affairs - - - 11,054 10,908 146
Coi affairs 2,102 2,089 13 - - -
Labor. - - - 187 187 -
Direct local aid 43472 43,407 65 4,275,421 4,266,022 9,399
Medicaid ! - - - - - -
Pension 71,033 70,934 99 569,551 569,551
Debt service:
Principal retirement, . 168,735 166,683 2,052 63,725 62,950
Interest and fiscal charge 194,032 191,673 2,359 73,979 73,080
Total expenditure 929,241 901,417 27,824 6,327,859 6,252,980 74,879
Other financing uses: )
Fringe benefit cost t, - - - - - .
Operating transfers out 47,657 47,640 17 141,427 141,393 34
Stabilization transfer, - - - - 66,249 (66,249)
Transfer for debt def 354,389 354,389 - - - .
Transfer for tax reducti - - - - - -
Total other fi ing uses..., 402,046 402,029 17 141,427 207,642 (66,215)
Total expenditures and other fi ing uses 1,331,287 1,303,446 27,841 6,469,286 6,460,622 8,664 ;
Excess (deficiency) of revenues and other financing
sources over expenditures and other financing uses.......... avesane (531,387) (441,343) 90,044 (1,116,486) (641,606) 474,880
Fund balances (deficit) at beginning of year. 260,757 260,757 - (1,939,755) (1,939,755) - :
Fund balances (deficit) at end of year, $ (270,630 $ (180,586) $ 90,044 $ . (3,056241) § (2,581,361) % 474,880
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i C wealth Stabilization Administrative Control Envi tal
Variance Variance Variance
. ; Favorable Favorable Favorable
| Budget Actual (Unfavorable) Budget Actual (Unfavorable) Budget Actual (Unfavorable)
.
‘ $ - $ - $ - $ - $ 163 $ 163 $ 8,700 $ 7,876 $ . (824)
o - - - - - - - 17,195 17,195
- - - - 53,649 53,649 3,985 2,572 (1,413)
YT 38,429 - (38,429) 4,505 95,418 90,913 94,512 56,666 (37,846)
g - 63,313 63,313 - 18,973 18,973 - 31,854 31,854
' 38,429 63313 24,884 4,505 168,203 163,698 107,197 116,163 8,966
- - - - 186,170 186,170 - 564 564
- 165,622 165,622 - . . . . N
- 165,622 165,622 - 186,170 186,170 - 564 564
38,429 228,935 190,506 4,505 354,373 349,868 107,197 116,727 9,530
, . - - 18,162 16,940 1,222 . . .
R . - - 125 125 - - - -
H - - - - - - 7 6 1
” - - - . - - 105 87 18
. - - 3,449 3,449 . - - -
- . . 449 449 - - . -
- - - 127,061 84, l§4 42,907 25,468 22,785 2,683
- - - 499 486 13 91,866 82,324 9,542
N - - . - 28,203 25,077 3,126 ' - - -
' - - - 36 36 - 5 5 -
" - . - 15,833 15,833 . 1,886 1,818 68
- - - 46,338 46,337 1 174 174 -
- - - 69 69 - - - -
- - - - - - 965 965
| . . - . - . . -
- - - 240,224 192,955 47,269 120,476 108,164 12,312
- - - - 1,032 (1,032) . 11,688 (11,688)
‘1, . - - 52,330 52,330 - 4,498 4,498 -
- - - 379,818 379,818 - - - -
N - - - 432,148 433,180 (1,032) 4,498 16,186 (11,688)
. J - - - 672,372 626,135 46,237 124,974 124,350 624
P 38,429 228,935 190,506 (667,867) (271,762) 396,105 (12,777) (7,623) 10,154
. i 1,159,588 1,159,588 . 479,157 479,157 - (19,959) (19,959) -
b $1,198,017 3 1,388,523 $ 190,506 $ (188,710) $ 207,395 $ 396,105 $ (37,736) $ (27,582) $ 10,154

continued
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Budgeted Special Revenue Funds
Combining Schedule Of Revenues, Expenditures And Changes In Fund Balances -
Statutory Basis - Budget And Actual

Fiscal Year Ended June 30, 1999
(Amounts in thousands) '
Other Totals e
Variance Variance )
Favorable Favorable
Budget Actual (Unfavorable) Budget Actual (Unfavorable)

Revenues: ;
Taxes $ 249,400 $ 268,147 $ 18,747 § 5466000 § 5745666 $§ 279,666 |
A - - - - 27,875 27,875
Federal grants and reimbur: 1 733,215 746,181 12,966 739,900 802,402 62,502
Departmental 51,454 39,808 (11,646) 471,700 496,575 24,875 "
Miscellaneou - 1,327 1,327 - 117,783 117,783 1
Total rev 1,034,069 1,055,463 21,394 6,677,600 7,190,301 512,701

Other financing sources:

Operating transfers in 174,763 201,516 26,753 834,063 1,198,690 364,627 A
Stabilization fe - - - - 165,622 165,622 ‘
Transfer for tax reduction - - - - 83,520 83,520
“Total other fi ing sources. 174,763 201,516 26,753 834,063 1,447,832 613,769
" Total revenues and other financing source 1,208,832 1,256,979 48,147 7,511,663 8,638,133 1,126,470
Expenditures:
Judiciary - - - 481,035 455,588 ' 25,447
Secretary of the Commonwealth - - - 8,763 8,507 256 :
Treasurer and Receiver-General 1,308 1,307 1 5,532 5,185 347 ‘»
Auditor of the Commonwealth - - - 740 740 - !
Attorney General 1,033 995 38 1,902 1,838 64
Ethics Commission - - - 698 693 5
District Attorney. 7,920 7,862 58 69,661 69,433 228
Office of Campaign & Political Finance . - . 379 377 2
Sheriff's Departments 38 30 8 K 5,643 5,127 516
Board of Library Cc issioner: - - R 2,803 2,799 4
Comptroller - - - 449 449 -
Administration and finance 58,889 36,883 22,006 388,063 294,674 93,389
Envirc tal affairs, 1,174 1,132 42 153,830 142,908 10,922
Cec ities and development 2,527 2,477 50 36,297 36,205 92
Health and human services 690,305 647,851 42,454 732,207 676,383 55,824
Transportation and construction.............. - - - 314,814 306,266 8,548
Education 24,533 23,941 592 278,916 272,613 6,303
Higher education 526 486 40 18,337 18,229 108
Public safety 5,703 5,544 159 437,112 427,243 9,869
Economic development 68,966 44,454 24,512 69,216 44,703 24,513
Elder affairs 932 882 50 11,986 11,790 196
Cc affairs 4,000 3,451 549 6,171 5,609 562
Labor. 13,612 5,371 8,241 13,799 5,558 8,241
Direct local aid - - - 4,318,893 4,309,429 9,464
Medicaid 350,097 307,403 42,694 350,097 307,403 42,694
Pension - - - 641,549 641,450 99
Debt service:
Principal retirement 2,090 2,065 25 234,550 231,698
Interest and fiscal charge 87 86 1 268,098 264,839 .
Total expenditure 1,233,740 1,092,220 141,520 8,851,540 8,547,736 303,804 ;\’ : :
Other financing uses:
Fringe benefit cost - 10,589 (10,589) - 23,309 (23,309)
Operating transfers out. 144,967 144,967 - 390,879 390,828 51
Stabilization transfer. - - - - 66,249 (66,249)
Transfer for debt def - - - 354,389 354,389 - ~
Transfer for tax reduction - - - 379,818 379,818 -
Total other fi ing uses 144,967 155,556 (10,589) 1,125,086 1,214,593 (89,507) .
Total expenditures and other fi ing uses, 1,378,707 1,247,776 130,931 9,976,626 9,762,329 214,297 !
Excess (deficiency) of revenues and other financing
sources over expenditures and other fi ing uses (169,875) 9,203 179,078 (2,464,963) (1,124,196) 1,340,767
Fund balances (deficit) at beginning of Year........cuiecriernrssveenrvoses 319,771 319,771 - 259,559 259,559 - -
Fund balances (deficit) at end of year $ 149,896 $ 328,974 $ 179,078 $ (2,205,404) § (864,637) $ 1,340,767 B
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Capital Projects Funds

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

General — accounts for proceeds of bonds sold to fund
the construction or acquisition of capital assets for
general Commonwealth purposes, excluding highway
construction and projects targeted for specific localities
or purposes. '

Capital Investment Trust Fund — accounts for a transfer
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,

Boston Convention and Exhibition Center Capital Fund
— accounts for proceeds of bonds to finance the
construction of a convention center in Boston.

Capital Improvement and Investment Trust Fund —
accounts for Commonwealth reimbursements to cities
and towns for expenses incurred for projects for
construction and reconstruction of city and town ways.

Capital Expenditure Reserve Fund — accounts for
amounts paid by the Massachusetts Turnpike Authority

Fall River Carousel

as payment towards acquisition cost of the Central
Artery/Tunnel and federal financial participation money
related to amounts paid by Massachusetts Port Authority.

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

Federal Highway Construction — accounts for federal
highway construction projects which, with the Common-
wealth’s required share of matching funds, finance inter-
state highways and similar projects within Massachusetts
to promote a nationwide highway system.

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.

. The Fall River Carousel at Battleship Cove was built in 1920 by the
Philadelphia Toboggan Company, and is one of only 300 hand-carved
carousels still operating in the United States.

Photograph by Kindra Clineff and courtesy of the
Massachusetts Office of Travel and Tourism.
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Capital Projects Funds
Combining Balance Sheet

June 30, 1999
(Amounts in thousands)

Boston Capital
Capital Convention Improvements
Investment and Exhibition and Investment
General Trust Center Trust
ASSETS '
Receivables, net of allowance for uncollectibles: ,
Due from federal government........cvvvenvesrsrvesesesennns $ 575 $ - $ - $ -
Other receivables.. ..o iiiimieiivnnineoennireenmnis - - - -
“Due from other funds............... eveeesienines evreerorasesrens 107,816 59,215 - 168,926
B (e BT $108,391  $ 59215  § - § 168,926
LIABILITIES AND FUND BALANCES
Liabilities:
Accounts Payable......venerenieninese $ 83,683 $ 28,348 $ - $ 13,696
Accrued payroll......ioviieiisnoees 192 5 - 2
Compensated abSENCeS......uvuimmeriismnisiormmmsesen 545 - - -
Due to other funds......ccoiveeviinnnie e - - v 19,000 -
Due to component UNitS.........eerveerenreerrensersseesessseeses 500 - _ - -
Due to federal government..........c.oveecreererrernenssinenens - - - -
Deferred revenuUE.......cvveeirnnnnenieniisienvesissmereniosnenses - - - -
Claims and judgments..........cccvveeerivremsreceneneeorsonns - - - -
Total liabilities........... S TN 84,920 28,353 19,000 13,698
Fund balances (deficits):
Reserved for capital projects........coooenrivvcniiiinisinn - 30,862 - 155,228
UNIeSErVEd. . uovuvervneiinieenirenreeneemeonionieriressisesssensens 23,471 - (19,000) -
Fund balances (deficits).......coerveemicnveronvninmsiannesnn 23,471 30,862 (19,000) 155,228
Total liabilities and fund balances..........covvivvsrireirene $ 108,391 $ 59,215 $ - $ 168,926
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Capital Federal Totals

Expenditure Highway .
Reserve Highway Construction Local Aid Other 1999 1998
™
$ - $ - h) - $ - $ - $ 575 $ 4475
- - 87 . ) 87 122
315,135 - 171,255 - - 822,347 522,997
$ 315,135 3 - $ 171,342 h) - $ - $ 823,000 $ 527,594

$ 39,755 $ 55,624 $ 171,111 $14,757 $ 1,186 $ 408,160  §$ 331,101

4 396 144 23 2 768 510

- 3,759 10 16 4 4,334 4,701

- 201,924 - 11,436 14,010 246,370 544,899

. - - - - 500 502

- - 52 - - ) 65

- - 39 - - 39 41

- - | - - - - 67,450

39,759 261,703 . 171,356 26,232 15,202 660,223 949,269

275,376 - - ; - 461,466 268,961
: - (261,703) (14)  (26232)  (15,202) (298,680)  (690,636)
275376  (261,703) (14)  (26232)  (15,202) 162,786 (421,675)
, $315,135 . § - 0§ 171342 $ - 8 - $ 823009 $ 527,594
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Capital Projects Funds
Combining Statement Of Revenues, Expenditures And Changes In Fund Balances

Fiscal Year Ended June 30, 1999
(Amounts in thousands)

Boston Capital

Capital Convention  Improvements
Investment and Exhibition and Investment
General Trust Center Trust
Revenues:
Federal grants and reimbursements............ccccuure.. R $ 5750 $ -3 - 3 -
Departmental........ccovereciiennserenensiieeseeens - - - -
MiSCEIlANEOUS. .covveererririreisrerrerceenrtsrneresnneressssnerasesseesse - - - -
Total revenues.......ccouvvvrennsnnnnen e - 5,750 - - -
Other financing sources:
Proceeds of general obligation bonds.......c.cccovevvencrerienne 346,711 - - -
Proceeds of special obligation bonds........cccevrerierienini - - - -
Proceeds of refunding bonds..........cccvvvvvevereerercrnrsionee 74,000 - - -
Transfers from component Units.........oveeersresemrincrennne - - - -
Operating transfers ..o, 116,134 - - 118,638
Total other fINANCING SOUICES. .. ..ver.rerreerrerereresesieeeenns 536,845 W - 118,638
Total revenues and other financing sources...........o.c..... 542,595 - - 118,638
Expenditures:
Capital outlay:
Local @id.....cocvmviiiimniieereiriseniesesnnnsninesseseessersernans - - - -
Capital acquisition and construCtion.........covreresreussoreres 361,912 85,829 - 98,650
Total eXPENdItUIES..vcvriresirerierearirernnieriieeisessensssssssens 361,912 85,829 - 98,650
Other financing uses:
Payments to refunded bond escrow agent...........cccevenne. 74,000 - - -
Operating transfers OUt.....c.veceevneererineencncessernmensones 51,976 54 - -
Transfers of bond proceeds.........occevvviiiiieveriinenierniininnn 43,205 13,480 - 1,996 '
Transfers to component units............ e 201 - - . 1,500
Total other financing USeS........ccovvevvrvrirecririerenereneren, 169,382 ° 13,534 - 3,496
Total expenditures and other financing uses..........cco..... 531,294 99,363 - 102,146
Excess (deficiency) of revenues and other financing
sources over expenditures and other financing uses......... 11,301 (99,363) - 16,492
Fund balances (deficits) at beginning of year..........c.ccen..... 12,170 130,225 (19,000) 138,736

Fund balances (deficits) at end of year..........ccoeerrrrervrerennene $ 23471 $ 30,862 $ (19,0000 $ 155228
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Totals

Capital Federal
Expenditure Highway
Reserve Highway Construction Local Aid Other 1999 1998
$ - - 3 917 § - 3 - 3 6,667 § 785242
- - 1,222 - - 1,222 297
41,658 - 126 - - 41,784 13,104
41,658 - 2,265 - - 49,673 798,643
- 572,610 - 85,888 9,594 1,014,803 766,953
- - - ’ - - - 100,059
- 329,548 - 94,856 389 498,793 861,793
1,051,000 - - - - 1,051,000 100,000
- 859,286 1,263,157 - 1,385 2,358,600 1,358,891
1,051,000 1,761,444 1,263,157 180,744 11,368 4,923,196 3,187,696
1,092,658 1,761,444 1,265,422 180,744 11,368 4,972,869 3,986,339
- - - 73,485 - 73,485 102,022
412,100 368,963 1,263,262 - 11,217 2,601,933 2,532,076
412,100 368,963 1,263,262 73,485 11,217 2,675,418 2,634,098
- 329,548 - 94,856 389 498,793 861,793
405,184 693,356 2,146 432 31 1,153,179 678,122 .
- - - - - 58,681 31,143
- - - 636 - 2,337 5,920
405,184 1,022,904 2,146 95,924 420 1,712,990 1,576,978
817,284 1,391,867 1,265,408 169,409 11,637 4,388,408 4,211,076
275,374 369,577 14 11,335 (269) 584,461 (224,737)
2 (631,280) (28) (37,567) (14,933) (421,675) (196,938)
$ 275,376 (261,703) $ (14) $ (6232) §$ (15202) $ 162,786 $ (421,675)
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Internal Service Funds

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 Commonwealth’s Self Insurance
Program for state employees Workers Compensation.

Central Artery Workers’ Compensation — accounts for
the Commonwealth Insurance Program which
includes workers’ compensation and general liability
for all contractors and subcontractors on the Common-
wealth’s Central Artery/Tunnel Project.

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

Established in 1901 as one of the original eight American League teams (only Boston, Cleveland, Chicago, and Detroit remain), the Red Sox
have had a long standing legacy in Massachusetts. Originally known as the Boston Americans or Pilgrims, they shared a rivalry with another
Boston team, the Red Stockings , who later became the Braves in 1912, and later still, left Boston for Milwaukee in 1953.

In 1907, owner John I. Taylor changed the team’s nickname to the Boston Red Sox. At the time the team was still playing at the Huntington
Avenue Grounds, now the site of Northeastern University. In 1910 it was announced a new ballpark would be built for the Red Sox. On
April 20, 1912, Fenway Park (named after the Fenway section of Boston where it is located) opened. In that game the Red Sox beat the
New York Highlanders (later renamed the Yankees).

In 1903 Boston played Pittsburgh (both teams pictured lef) in the first world series. Today the Red Sox are still based in Boston playing at
Fenway Park, although plans are being developed to build a new ballpark next to the Fenway site, and to keep the original park intact.

Fenway Park and 1999 Team Photo Courtesy of The Boston Red Sox.
1903 Team Photo courtesy of the Boston Public Library Archives.

Commonwealth of Massachusetts . 13 Comprehensive Annual Financial Report



Internal Service Funds
Combining Balance Sheet

June 30, 1999
(Amounts in thousands)

Totals
Employees Central Artery Employees
Workers' Workers' Group Health B
Compensation ~ Compensation Insurance 1999 1998 ‘
ASSETS
Restricted INVESIMENLS...uvuviveieiriirsieseieesssiseriorisessosian $ - $ 282,287 $ - $ 282287 $ 273,705
AsSets held iN trUSE...veuecveeciecee e sseeesesaesesesresesnens - - 18,586 18,586 16,531
Due from other funds.......cocvvevveermneiesreneninmimimessiseeonne 24,186 - - 24,186 22,289
TOtAl ASSELS.ceirevrereerreererieneressensernesersesarsaressersesnsnesserens $ 24,186 $ 282,287 $ 18,586 $ 325,059 $ 312,525
LIABILITIES AND FUND EQUITY -l
_Liabilities:
%077 Claims and JUdgments..... s $ 257,886 $ 121,131 $ 33,062 $ 412,079 $ 415,462 Y
Total Labilities....curiiiviniiisioscneseimaensssienns 257,886 121,131 33,062 412,079 415,462 N .
Fund equity (deficit):
Retained earnings:
Reserved for central artery workers' compensation..... - 161,156 - 161,156 174,110
UNIESEIVEd....omuverenrerenernrresesmerensssesrsesssesssasssssesssens (233,700) - (14,476) (248,176) (277,047)
Total fund equity (defiCit)......cccnvivrneeeinnereeriersennaes (233,700) 161,156 (14,476) (87,020) (102,937)

Total liabilities and fund equity

3 24,186 $ 282,287 $ 18,586 $ 325059 $ 312,525

sy
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Internal Service Funds
‘ Combining Statement Of Revenues, Expenses And Changes In Retained Earnings

Fiscal Year Ended June 30, 1999
(Amounts in thousands)

Totals
Employees Central Artery Employees
Workers' Workers' Group Health
. Compensation ~ Compensation Insurance 1999 1998
Operating revenues:
PremiUMS. vinierierrinmimsssisinsnnsseessiens $ 45,671 $ 41,131 $ 665,037 $ 751,839 $ 735,005 -
Total operating revenUEs. ..o.ouerieenninvernnaresssens 45,671 41,131 665,037 751,839 735,005
Operating expenses:
=+ Claims and judgments......c.ovemiminnicrnnisiinnne 43,774 47,512 662,982 754,268 706,964
~ Change in incurred but not reported claims..... (13,280) 21,536 (11,639) (3,383) 1,418
Net claims and judgments.......coovurierreersrirennnn 30,494 69,048 651,343 750,885 708,382
Operating iNCOME (10SS)...ccuvesssssserssrseersmmeemmerennes 15,177 (27,917) 13,694 954 26,623
Nonoperating revenues:
Interest iNCOME.....vvvivnirerineeresnariioreresererssreres - 14,963 - 14,963 - 10,778
Total nonoperating revenues.......ovvveerrersecerss - 14,963 - 14,963 10,778
Net income (10S8)....coeevimreveennrcrnsonnrcenereressernens 15,177 (12,954) 13,694 15,917 37,401
Retained earnings (deficit) at beginning of year. (248,877) 174,110 (28,170) (102,937) (140,338)
Retained earnings (deficit) at end of year............ $ (233,700) $ 161,156 $ (14476) $ (87,0200 $ (102,937)
i
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Internal Service Funds
Combining Statement Of Cash Flows

Fiscal Year Ended June 30, 1999
(Amounts in thousands)

Totals
Employees Central Artery ~ Employees
Workers' Workers' Group Health
Compensation Compensation Insurance 1999 1998

Cash flows from operating activities:
Operating income (l0Ss)......cuomiiniiiisnm $ 15177 $ (27917) $ 13,694 § 954 $ 26,623
Adjustments to reconcile operating income (loss)
to net cash provided by (used for) operating activities:
Change in assets and liabilities:

Assets held in frust..c.c oo - - (2,055) (2,055) (1,444)
Due from other funds....... (1,897) - - (1,897) 13,111
Claims and judgments (13,280) 21,536 (11,639) (3,383) 1,418
Total adJUSHMENS...ceererrserererrneemseremsenssinsenssssrsosis (15,177) 21,536 (13,694) (7,335) 13,085
Net cash provided by (used for) operating activities.............. - (6,381) - (6;381) 39,708
Cash flows from investing activities: '
Purchases of investments - (8,582) - (8,582) (50,486)
Interest income........oeuu.. - 14,963 - 14,963 10,778
Net cash provided by (used for) investing activities............... - 6,381 ' - 6,381 (39,708)
Net increase in cash and cash equivalents.........cousiviinninnes - - - - -
Cash and cash equivalents at beginning of year..........ceeeniieens - - - - -
Cash and cash equivalents at end of year.....coouvvvvrsssssrsssssien $ - 3 - % - § - 3 -
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Fiduciary Funds

Fiduciary Funds are used to account for assets held by the annuity contracts held for lottery prize winners, and
Commonwealth in a trustee capacity or as an agent for local option taxes collected but not yet remitted.
individuals, private organizations or other governments.

Commonwealth of Massachusetts

EXPENDABLE TRUST FUNDS:

Deferred Compensation Trust Fund — accounts for the
net assets held in trust for employees for savings of
deferred tax earnings for retirements.

Unemployment Compensation — accounts for unemploy-
ment 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,

Other Expendable Trust — accounts for various gifts,
bequests, and contributions held by the Commonwealth of
which both principal and interest may be expended for
purposes designated by the donor.

NONEXPENDABLE TRUST FUNDS:

Nonexpendable Trust — accounts for various gifts and
bequests held by the Commonwealth, of which only the
income may be expended for purposes specified by the

- donor.

PENSION TRUST FUNDS:

Pension Trust Funds — accounts 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 members of these retirement systems.

EXTERNAL INVESTMENT TRUST:

External Investment Trust — accounts for the portion of
pooled cash held under the custodianship of the Common-
wealth for the various local governmental units and other
political sub-divisions of the state.

AGENCY FUNDS:

Central Agency Funds — account for cash and invest-
ments 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,

117

Court Escrow and Client Accounts — account for assets
held in escrow by the Commonwealth’s court system
pending settlement of outstanding litigation; by the
human service 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 organi-
zations doing business within the Commonwealth, to
protect citizens against the risk of loss due to business
failure,

Union Oyster House

=t s £
Opened in 1826 in the heart of Boston, today it has the distinc-
tion of being the oldest restaurant in continuous service in the
United States. Its famous Oyster Bar has a history of its own.

Daniel Webster was a daily customer and John F Kennedy fre-
quented the restaurant as well. His favorite booth is even named
after him today.

Photography courtesy of the Union Oyster House.
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Fiduciai'y Fund Types
Combining Balance Sheet

June 30, 1999
(Amounts in thousands)

Non-
Expendable expendable Pension
Trust Funds Trust Funds Trust Funds
ASSETS
Cash and short-term investments........cccvenreeveirerernesinsees $ 260,418 $ 5,835 $ 639,092
DEPOSIES...covieericeiesieniiii i 1,884,073 - -
INVESHMENES.....oviiveicniic e - - 26,884,071
Investments of deferred compensation plan..........ccuve. 2,480,398 _ - -
- ANnuity Contracts.......ouviiiviiiiniceeeeeeesnenns - - -
 ASSets held IN HUSE....v.vereieeee s esiesisser s raneens - - -
" -+ Receivables, net of allowance for uncollectibles: \
 TXES ererrerneni st 218,185 - , .
Due from federal government.........ccosvervinersnsieseennens 1,299 - -
LOANS...ecvirveierenieenrisieirenerveaseeerersiresssesresressnossessrensnssns 5,005 - -
Other receivables......cccoviivevrenviinnreerenenenersesneneenes 23,225 - 377,950
TOtal @SSELS..uvevivieerririienierrririsiibe st $ 4,872,603 $ 5,835 $ 27,901,113
LIABILITIES AND FUND BALANCES
Liabilities: i
Accounts payable.......ouueieeeeinnierenenienereerereeneses $ 35,297 $ - $ 787,042
Accrued payroll......viinnis 102 - -
Compensated abSENCES. .u..cverirririiveieerrerreneesensrerninees 683 - -
Tax refunds and abatements payable........c..ccccevirennenn. 12,401 - -
Due to cities and tOWNS......ccvrverevererrenieimrerrerereneninnes - - -
Due to other funds.......c.oecercrieinivne s cerse e - - 1,672
Due to COMPONENnt UNits.....c.oeererrerercverierirarenseveseerenes - - -
Deferred reVENUE,......coccvvirever e s esrerereeesvreessasenss 12,356 - -
Prizes payable.........ccovivnriniinienineencenneeseeeeeees v - - -
Agency lIabilities......ccorvevrierrincineseeinineesisenneenesens 4,742 - -
Other accrued Habilities........ovvvreeriecvniineeieneiverennnnnene - - -
Total iabilities.....cevvevvriiieiienrirererresneereennresnesesenes o 65,581 - 788,714 %
Fund balances:
Reserved for employees' pension benefits........coccevene. - - 27,112,399
Reserved for deferred compensation.........c.ccoveerenrenenne 2,480,398 - _ -
Reserved for unemployment benefits........ccoceevvirvininene 2,070,466 - -
Reserved for nonexpendable trusts.........ovvveevereevenrennes - 5,835 -
Reserved for investment pool participants................... - - -
UNTESETVEA.eiureririrereetiiriiiesrresesiresssssveesssssesssvorsssossees 256,158 - -
Total fund balances.........occcvvrrereiiirirsrennnieseienrerennenes 4,807,022 5,835 27,112,399

Total liabilities and fund balances..........ecveeervererenrrens $ 4,872,603 $ 5,835 $ 27,901,113
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Totals

External
Investment Agency
Trust Funds 1999 1998
$ 2,112,250 $ 253,407 $ 3,271,002 $ 3,102,954
. - 1,884,073 1,699,693
- - 26,884,071 23,395,600
- - 2,480,398 2,006,455
- 1,415,716 1,415,716 1,340,514
- 1,946,846 1,946,846 1,901,578
- - 218,185 255,260
- - 1,299 1,925
.- - 5,005 643
1,932 38,584 441,691 547,137
$ 2,114,182 $ 3,654,553 $ 38,548,286 $ 34,251,759
12,373 $ 6,400 $ 841,112 $ 953,919
- - 102 79
. - 683 486
- - 12,401 12,484
- 25,260 25,260 22,673
- 1,672 - 1,672
- 32,430 32,430 -
- - 12,356 12,042
- 1,415,716 1,415,716 1,340,514
- 2,174,747 2,179,489 4,542,435
1,263 - 1,263 -
13,636 3,654,553 4,522,434 6,886,304
- - 27,112,399 23,221,308
- - 2,480,398 2,006,455
- - 2,070,466 1,918,742
- - 5,835 5,835
2,100,546 - 2,100,546 -
- - 256,158 213,115
2,100,546 - 34,025,802 27,365,455
$ 2,114,182 $ 3,654,553 $ 38,548,286 $ 34,251,759
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Expendable Trust Funds
Combining Balance Sheet

June 30, 1999
(Amounts in thousands)

Deferred Other Totals
Compensation  Unemployment Expendable
ASSETS Trust Compensation Trust 1999 1998
Cash and short-term Investments.......c..covevviverernsnnee $ - - §$ 260,418 $ 260,418 $ 220,168
DEPOSItS....cviiierreriereecrereereersisnaansesesersseresans - 1,884,073 - 1,884,073 1,699,693
Investments of deferred compensation plan..........c...... 2,480,398 - - 2,480,398 2,006,455
Receivables, net of allowance for uncollectibles:
TEXES.errrneverssmsareseerissensssmsssessssssessernaas SRR - 218,185 - 218,185 255,260
Due from federal government............oooovvremsereririns - - 1,299 1,299 1,925
LONS cviirenrieiirererserirensereninessesreressesssresssressensessnnes - - 5,005 5,005 643
Other receivables. ..o iisssneesesninnes - 8,544 14,681 23,225 17,319
TOAl BSSELS....iveiirrerrersrsureeareriisenssereresssererororsssmosons $ 2,480,398 $ 2,110,802 $ ' 281,403 $ 4,872,603 $ 4,201,463
LIABILITIES AND FUND BALANCES
Liabilities:
Accounts Payable.......rrriin s $ - 3 16,416 $ 18,881 § 35297 § 33,630
Accrued payroll.... e - - 102 102 79
Compensated absences.......cuwerirerrnenrrerererasnnes essenes , - - 683 683 486
Tax refunds payable........ - 12,401 - 12,401 12,484
Deferred revenue.......... - 11,519 837 12,356 12,042
Agency liabilities......oovvvreerierenrenes feere et reaens - - 4,742 4,742 4,430
Total Habilities.. e rereeerrieereriesnvennrerensrressererinererseees - 40,336 25,245 65,581 63,151
Fund balances: N
Reserved for deferred compensation............co.cunrunes 2,480,398 - - 2,480,398 2,006,455
Reserved for unemployment benefits........cccevrvvrnnnen - 2,070,466 - 2,070,466 1,918,742
UNFESErved...ouiniiierecrncennenminninrmseenessssessssseses - - 256,158 256,158 213,115
Total fund balances...........cocnveeirieevennnnninnnrsserans 2,480,398 2,070,466 256,158 4,807,022 4,138,312
Total liabilities and fund balances.........cocovvivirivnnne $ 2480398 § 2,110,802 $ 281,403 § 4,872,603 $§ 4,201,463
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Expendable Trust Funds :
Combining Statement Of Revenues, Expenditures And Changes In Fund Balances

Fiscal Year Ended June 30, 1999
(Amounts in thousands)

Deferred Other Totals
. Compensation  Unemployment Expendable
| Trust Compensation Trust 1999 1998
’ Revenues:
- TAXES.sussrisrarissrsossssssssno————— $ A - %3 845899 % - $ 845899  $ 1,015,807
‘ ASSESSMENES. cviiisrirenmisiiisnmnmrmoios - - 78 78 2,306
Federal grants and reimbursements, ... - ) 15,666 4 13,043 28,709 30,306
Departmental....umecmmrmimes - 10,982 6,996 17,978 15,587
Deferred compensation, ... 567,569 - - 567,569 472,640
MISCEIIANEOUS. 111vvevcverrsersmsemmerressiriorsassssensosses - 118,660 187,005 305,665 288,047.
. TOtal TEVENUES...uuuerurevrresmmmmmmsmnissssesssssssssnsens ' 567,569 991,207 207,122 1,765,898 1,824,693
. .Y Other financing sources:
Y7 Operating transfers iMueecsemerseseessrines - - 6,796 6,796 78,796
Total other financing sources - - 6,796 6,796 78,796
Total revenues and other financing sources........ 567,569 991,207 213,918 1,772,694 ' 1,903,489
Expenditures;
Current:
JUAICIAIY e - - 189 189 226
Secretary of the Commonwealth.......covinns - - 12 ’ 12 5
Treasurer and Receiver-General........covvevrinnis - - 477 477 1,460
Auditor of the Commonwealth - - 353 353 170
Attorney General......oovieiniinnes - - 2,504 2,504 3,404
District AOIMEY....iiniiniiimnairmn - - 3,402 3,402 3,152
Office of campaign and political finance........ - - 1,720 1,720 -
Sheriff's department.......cvimiiienninmen, - - 7 7 -
Administration and finance..... LT - - 5,385 5,385 9,536
Environmental affairs.......c.cvvveverererenveveesenens - - 6,394 6,394 7,125
Communities and development.........ccoovivernens - - 1,776 . 1,776 575
Health and human Services.......ovvvvireererinvennne - - 18,725 18,725 17,942
Transportation and construction..........ceveseeens - . - 1,544 1,544 537
Education...eeiieeienecnreessssssnnsseeees - - 2,508 2,508 6,117
Higher education........cocoieveiceccsinennvereinnnene - - 168 168 117
Public safety.......ccorereurerenes vy - - 2,825 2,825 2,634
Economic development....... vt - - 370 370 447
Elder affairs. ..o - - 47 47 36
Consumer affairs......overininereeienceieen. - - 7,674 7,674 6,403
LabOr..cecceniesevesnineenrnieeseesnnesnesessnnn - 839,483 44,543 884,026 787,898;
Deferred compensation........c.vemresirsesissesnss 93,626 - - 93,626 82,778
Total eXPenditures.....coeveirierieessessisssnessenesoreas 93,626 839,483 100,623 1,033,732 930,562 "
Other financing uses: 7
Operating transfers oUt.......c.vveccresniinsrennessons - - 70,252 70,252 . 82,705
B Total other financing USES.....cuereevieecssrnsrnines - - 70,252 70,252 82,705
: Total expenditures and other financing uses...... 93,626 839,483 170,875 1,103,984 1,013,267
Excess (deficiency) of revenues and other
financing sources over expenditures and
other financing USES......cvvvvervreerereenns 473,943 151,724 43,043 668,710 890,222
- Fund balances at beginning of year 2,006,455 1,918,742 213,115 4,138,312 3,248,090
Fund balances at end of year........o.vereccinuerecnennes $ 2,480,398 $ 2,070,466 $ 256,158 $ 4,807,022 $ 4,138,312

!
L

o
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Deferred Compensation Trust Fund
Statement of Net Assets Available for Deferred Compensation

December 31, 1998
{Amounts in thousands)

ASSETS ' 1998 1997

Cash and short-term INVEStMENTS ......vvvvevesiriereerneenerimreerenoesereninees 8 482 $ 319
INVESINENIS....iivitiiniriii e Leveesrrrenenrnerees 2,441,214 1,967,930
Policyholder account value of universal life insurance confracts.........cc.cvoveun. 35,249 33,492
Employee contributions receivable..........oviiinnnininnenn peses 3,453 4,714
TOAl @SSELS...vvrnirerssrerierissersstseser e $ 2,480,398 $ 2,006,455
LIABILITIES
' Liabilities: _
ACCOUNTS PAYADIE....c.cviteiieirrierreeinieeere s sssesessssesessesessesessssesisanss $ - $ -
TOtA] LADILIEIES . eeuvverrivrerireirreerierresseeisreessrerssesesanesstenessseesanressnessenssererssssesans - -

Net assets available for plan benefits
(fund balance reserved for deferred compensation)............ccovvevvureninnin $ 2,480,398 $ 2,006,455
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Deferred Compensation Trust Fund
5 Statement Of Changes In Net Assets Available For Deferred Compensation

Year Ended December 31, 1998
« (Amounts in thousands)

)
- , ‘ 1998 1997
- Additions: : :
i Employee COMTIDULIONS. c.ccererivivireriverenmerernenseenesesessersrsessmnansssesesss $ 205,444 $ 185,590
Net increase in policyholder account
value of universal life InSUrance CoNracts.......covvereerererererrernenisns 1,757 _ 2,035
! Interest iNCOME.......ccivinerivvererrenriveiverenns reerereere e a e st renonrasnis 523 5,557
o . Mutual fund investment INCOME.........urvmeeemirnsisnersssssesserssesssreserssens 359,845 279,458
R I ., 567,569 472,640
- " Deductions: ~
' Distributions to participants.........e...esrersreesissinsiesesesservesesieresesssesenns 83,795 72,191
AAMINISITALION. 1110 eveeersrereeieriirseimsssestiinrrsssssnoresestsssorsessssessesrssssssrees 5,396 5,364
Life insurance premiums........cvvveerveeerenserariornesssssenseresassassssnsrasnersonse 4,435 . 5,223
Total edUCtiONS..cericiriiirniiisieinissirersreereressseesnsrersssssssesnssersssns 93,626 82,778
Net additions....cucriiriniiiiimiieereeieeee oo 473,943 389,862
Net assets available for plan benefits at beginning of year .
(fund balance reserved for deferred compensation)..............ovueens 2,006,455 1,616,593

Net assets available for plan benefits at end of year
(fund balance reserved for deferred compensation)........c....o.ovoee $ 2,480,398 $ 2,006,455

3
¢

e
[
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Pension Trust Funds
Combining Statement of Net Assets Available for Pension Benefits

June 30, 1999

(Amounts in thousands)

Totals
State _
Employees' Teachers'
ASSETS ‘ PERS PERS 1999 1998
: (as restated)
_ Cash and short-term investments.........ccvvevvvevenevsevinninne $ 321,081 $ 318,011 $ 639,092 $ 992,738
._iv"Inves'tments ..................................................................... 13,201,623 13,682,448 26,884,071 23,395,600
" Other receivables, net of allowance for uncollectibles.... 167,627 210,323 377,950 482,658
TOtAl ASSELS..eeiiirrrrrrreriressreiresestrnsresrsreressssssssesessennens $13,690,331  $14,210,782 $ 27,901,113 $ 24,870,996
LIABILITIES
Liabilities;
AccoUntS PaYAbIe.......cvvvvesiernmriiinisersnsiessiernssnnens $ 398,776 $§ 388,266 $ 787,042 $ 909,307
Due to other funds.........cccevrviviricrrenvnnennnnns fereerrenneens - 1,672 1,672 1,672
Total liabilities............ evereereeaan rrerert s rrars st srenenns 398,776 389,938 788,714 910,979
Net assets available for pension beneﬁfs (fund balance
reserved for employees' pension benefits)............... $13,291,555  $13,820,844 $ 27,112,399 $ 23,960,017
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Pension Trust Funds.
Combined Statement of Changes in Net Assets Available for Pension Benefits

- ’ Fiscal Year Ended June 30, 1999
' (Amounts in thousands)

Totals

i - State
w Employees' ~Teachers'
PERS PERS 1999 1998
- —@STestaed)
{ Additions: S
Employer contributions..........ccveereevsevverererevenenenns $ 366,790 $ 517,112 $ 883,902 $ 1,677,798
Employees contributions.........cereiineerierisienroens 339,508 297,529 637,037 530,761
g Total contributions.....e.cvcreceveerviiveniereenssieneens 706,298 814,641 1,520,939 2,208,559
-+ Net investment income:

Ty "+ Net appreciation in fair value of investments....... 1,148,596 1,172,162 2,320,758 - 2,788,533
y ©Interest..niinniieiieenn, vttt e r e rerees 206,751 210,993 417,744 352,503
. DiIVIAENAS..rvuvervsiverenrirerreenensssssss s seesiessensaess 104,694 106,842 211,536 256,430

Real estate operating income, net.......covvierverniens 41,714 42,570 84,284 71,824

3 Alternative INVEStMENtS...ccvvvvvireiriinrinecserionsessens 3,209 3,275 6,484 5,205

i Other...ooveverivnerenierinvesannns frerrereeeetene i ere et srenseras 2,520 2,572 5,092 3,755

Total investment INCOME...vviviviivimrnroreesrisiorsirines 1,507,484 1,538,414 3,045,898 3,478,250
Less: investment Xpense.......oooiivivmersrisesereersues 24,596 25,102 49,698 42,869
Net investment iNCOME......couurvrierirenrierentsirnnnenns 1,482,888 1,513,312 . 2,996,200 3,435,381
: Total additions....cviviinvrvsrnoenireig 2,189,186 2,327,953' 4,517,139 5,643,940 |
Deductions: A
Administration..........ccovreinn. e 3,112 5,105 8,217 35,973
Retirement benefits and refunds........cccovevevinrinivens 700,939 655,601 1,356,540 1,208,011
Total deductions.....uvivvivinrviirieiireeeireseisasresreens 704,051 660,706 1,364,757 1,243,984

i '

'L NEL IICIEASE 11revvvveirrieinrireirerriireirs e rsisessesssessoreresnsos 1,485,135 1,667,247 3,152,382 4,399,956
o

Net assets available for pension benefits
at beginning of year (fund balances reserved
for employees' pension benefits)........ocvvvrerirnreenes 11,806,421 12,153,596 23,960,017 19,560,061

Net assets available for pension benefits
at end of year (fund balances reserved

l’ for employees' pension benefits)..........cocvveverrnnens $ 13,291,556 $ 13,‘820,843 $ 27,112,399 $ 23,960,017 °
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External Investment Trust Fund
Statement of Net Assets Held in Trust For Pool Participants

June 30,1999

(Amounts in thousands)
ASSETS
Cash and short-term INVESTMENLS.......vvcriveirieiireireerireerrsseeeriessasesessessecnerenns $ 2,112,250
Other receivables.................. RSO O PO 1,932
Total assets.......ocererinuvvenne Letererieheeraeearere e eer b et et n e e erbe e R r e R e e rnrsareeeenerraeaas $ 2,114,182
LIABILITIES

Liabilities: '
Accounts payable.........cccovvrnreriiiireneinniessienes e esisreseranaens $ 12,373
Other accrued LablIties. o uuivermriirenereniinieiresessrrsencrnnesesesnsessesreseessessesrenes 1,263
TOHAL HADIIIIES covvvvvvvvvvvvvssesssseesssss s ssssssssssssssssssesssssssssssssenssssssssnne 13,636

Net assets held in trust for pool participants
(fund balance reserved for investment pool participants).............c........ $ 2,100,546
N
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External Investment Trust Fund
Statement of Changes in Net Assets Held in Trust For Pool Participants

Fiscal Year Ended June 30, 1999
(Amounts in thousands)

Additions: ‘ ‘
Proceeds from sale 0f UNILS....cicviviniiviinriirenseieninorisnessreesoresitonsemerenneoannine $ 4,289,702
Units issued in reinvestment of distributions from net investment income...... 75,556

Total CONIIDULIONS. cuvvvvvverrervrrirevirr et eseseesiasressearesrieniensesneserbes 4,365,258

Net investment income:

013 €1 A OO PO 85,002
Total INVESIMENT INCOME.....\eeriivivieeriiiiireerreeiinees e 85,002
Less: management fees....cviiiriiinireiseriisimmsens '3,180
Net INVEStMENt INCOME..cverirerrrierreerarerrereissesisrsirerereesea s o rsessetsarmensanssssnrnns 81,822
TOAl AAAIONS. .vevvveerevesevesversssessssessssssssesssssssssss s ssssossrsse s 4,447,080
Deductions:
Cost of units redeemed.. ..o sttpeeees 3,886,768
Distributions to unit holders from net interest income........c.coeerrirreiriinnne. s 81,822
Total dEdUCHIONS...vvivreiiiieinrereniiiir et sre b esessssasresaestasbesssosesstessentosns 3,968,590
. NEE INCIBASE 1oviiresiriirrsivrsriisienssiesssiessstenssesisseseressssssesssensressusssssstssessssressessnsssssstens 478,490
Net assets held in trust for pool participants at beginning of year
(fund balance reserved for investment pool participants)......c.cvvvvvverieneerneanes 1,622,056
% i Net assets held in trust for pool participanfs at end of year
o (fund balance reserved for investment pool participants)...........c..cvcviuveninns $ 2,100,546

See notes to general purpose financial statements,

ez
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Agency Funds
Combining Statement of Changes in Assets and Liabilities

Fiscal Year Ended June 30, 1999
(Amounts in thousands)

Balance Balance
July 1, 1998 Additions Deductions June 30, 1999
Central Agency Funds ~ (as restated)
i
‘ ASSETS
Cash and short-term investments.........occccoveevieene 9 191,347 $ 4,000,586 $ 4,016,560 $ 175,373
4 ANNUItY CONIACES....covvviiinreiiniininansesieensieen 1,340,514 268,094 192,892 1,415,716
Other receivables. ... - 2,584 - 2,584
; Total assets.......... et s b e b e b e ere s s e et $ 1,531,861 $ 4,271,264 $ 4209452 - $ 1,593,673
- LIABILITIES
- ACCOUNLS PAYADIE......corerirnivucrsvsssrenecsirsesessssesiiosns $ 10,982 $ 1,361,300 $ 1,365,882 $ 6,400
“% Due to cities and towns........ ' 22,673 245,349 242,762 25,260
Due to component units - 32,430 - 32,430
Prizes payable.......ccoovevveiciicnnrecincrniennsennenses 1,340,514 268,094 192,892 1,415,716
Agency labilities....oouviiieriniiiiiei, 157,692 2,452,372 2,496,197 113,867
Total Habilities....ccovrrviveriineecrninnironeniirecensnens $ 1,531,861 $ 4,359,545 $ 4,297,733 $ 1,593,673
Court Escrow and Client Accounts
ASSETS ;
Cash and short-term investments............covevvinnnne. $ 70,724 $ 695,136 $ 687,912 $ 77,948
Assets held in trust 35,500 23,681 23,606 35,575
Other receivables.......c.coeevivvernenn. DRI ST 47,160 36,000 47,160 36,000
Total aSSELS....ccivvirererrrirecreriecrernnenisenenne o $ 153,384 $ 754,817 $ 758,678 $ 149,523
LIABILITIES
ACCOUNES PAYADIE..ocvverrrieriereerienreriree s renenenenns $ - $ 255,000 $ 255,000 $ -
Agency liabilities 153,384 357,363 361,224 149,523
Total liabilities.......cc..ocv.en.. 153,384 % 612,363 $ 616,224 3 149,523
Statutory Bonds and Deposits
ASSETS
Cash and short-term investments.............evveervrnnin. $ 86 $ - $ - $ 86
Assets held in trust........o.oviivneiinnoeiereions 1,866,078 88,495 43,302 1,911,271
Total ASSELS.uivriiireeririirirriienrevieresressississeresiononse $ 1,866,164 $ 88,495 $ 43,302 $ 1,911,357
LIABILITIES
Agency HabilitieS. ..covvvivivveiiviersesesseserenses $ 1,866,164 $ 88,495 $ 43,302 $ 1,911,357
Total liabilities....c.coccornrnreercernisrivnrenens . $ 1,866,164 $ 88,495 $ 43,302 $ 1,911,357
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Balance Balance

_ July 1, 1998 Additions Deductions June 30, 1999

L Total Agency Funds (as restated)

ASSETS
- Cash and short-term investments......ovveevrvrerares e $ 262,157 $ 4,695,722 $ 4,704,472 $ 253,407
Annuity contracts 1,340,514 268,094 192,892 1,415,716
[' Assets held in trust 1,901,578 112,176 66,908 1,946,846
Other receivables. ..o 47,160 38,584 47,160 38,584
TOLAl ASSELS..o vvseresseesnerersenresrarenarsssssessrenarssossarens $ 3,551,409 $ 5,114,576 $ 5,011,432 $ 3,654,553
- LIABILITIES

T ACCOUNES PAYBDIC..erseemersrsersesessesessesrssrsr $ 10,982 $ 1,616,300 $ 1,620,882 $ 6,400
v Due to cities and towns.............. 22,673 _ 245,349 242,762 25,260
Due to component units - 32,430 - 32,430
Prizes payable........coorvrcnrcrenines 1,340,514 ) 268,094 192,892 1,415,716
Agency liabilities.....covirnnnienienioncinnoennon 2,177,240 2,898,230 2,900,723 2,174,747

Total liabilities.........ovrvvrererisnienin e $ 3,551,409 $ - 5,060,403 $ 4,957,259 $ 3,654,553

i
!
i
i
i

o

L=
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University and College Fund Type

This fund type combines, in accordance with the AICPA Audit Westfield State College
Guide for College and Universities, the financial activity from Community College System includes the fifteen community
- all fund types for: the University of Massachusetts System, colleges which provide two-year post secondary education
‘ the State College System, and the Community College programs.
System.
) Berkshire Community College
University of Massachusetts System includes the campuses at Bunker Hill Community College
Ambherst, Boston, Lowell, Dartmouth and Worcester Medical Bristol Community College
School campuses, the central administration office and the Cape Cod Community College
UMass Building Authority. In addition, the UMass Founda- Greenfield Community College
tion, UMass Dartmouth Foundation and the Worcester City Holyoke Community College
Campus Corporation (doing business as UMass Health Massasoit Community College _
~y 5 System) are included. Massachusetts Bay Community College
' Middlesex Community College
State College System includes the nine state colleges which . Mount Wachusett Community College
provide four-year post-secondary education programs and the Northern Essex Community College
system’s building authority. North Shore Community College
. Quinsigamond Community College
Bridgewater State College Roxbury Community College
Framingham State College. Springfield Technical Community College

Fitchburg State College

Massachusetts College of Art

Massachusetts College of Liberal Arts
Massachusetts Maritime Academy i
Massachusetts State College Building Authority
Salem State College

Worcester State College

MASS MoCA in North Adams, is the largest center for-contemporary visual and performing arts in the United States with a far-ranging
collection of programs, exhibitions, multimedia theatrical performances, dance and music concerts, digital media, animation, film
presentations and a public computer center. These galleries and performance spaces are housed on a 13-acre campus of renovated
nineteenth-century factory buildings on a 27 building historic mill complex.

This complex forﬁm’ly housed Arnold Print Works, which at its peak in the 1890s employed 4,000 of the town’s 18,000 inhabitants, and 3
later, Sprague Electric Company; which also employeed over 4,000 during its tenure from 1942 to 1986.

The principle funding for the construction of MASS MoCA came from the Commonwealth of Massachusetts, which recognized the value
of a project that would preserve a historic landmark and have a positive economic impact on Western Massachusetts. Over 60,000
square feet of the MASS MoCA campus was developed for commercial tenants in the communications and new media industries.

It is the only public computer center in Berkshire County to offer free internet access, classes, and job training. The curriculum is targeted
at adults, including former factory workers, who otherwise have no access to computer skills and internet resources. Over 1,000 North
Adams residents use the facility to maintain their e-mail. Approximately two-thirds of MASS MoCA’s 1,200 members are former workers
of the factories.

Photography of the installation “Tree Logic” by Natalalie Je‘rmijenko, courtesy Nicolas Whitman.
Photography of the Arnold Print Works, courtesy of the North Adams Historical Society, Inc.
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University And College Fund Type
Combining Balance Sheet

June 30, 1999
(Amounts in thousands)

Current Funds
Loan
Unrestricted Restricted Funds
ASSETS . )
Cash and short-term investmentS......vereveveveererranseserassossins $ 107,932 $ 19,134 $ 1,559
DEPOSIES.cvreririreii - - -
TIVESHIENLS 1ovvevereerirrisrsiererenesninsnsersrssriesisrsrsssssssessenssnsreressas 194,477 45,077 3,584
~ Receivables, net of allowance for uncollectibles: ‘
" Due from federal government..........ooveviciervinninnirerin - 19,057 -
- - 50,264
155,884 35,629 230
64,871 119 161
INVENLOIY . cveverrerrssererioncersrmmenmsrsasserisissssssressssssssessnesrsssssens 11,507 - -
FIXed 8SSELS..0uvievrienrecrinnnreinennenenereemrensinnsmesinininessesssasiosne - - -
Other assets....... I rerrerrerer et e e st ras e s s b e s b e e R e e e R e st e s R e b e r O RO SRS 11,622 81 -
TOtAl ASSELS..vvvvireererniierieniresiiriesresiesseranssesnssnesesaeressnsssess $ 546,293 $ 119,097 $ 55,798
LIABILITIES AND FUND BALANCES
Liabilities: :
ACCOUNtS PAYADIE. .11 vvivirviererreerissvinnereisiesisssesereseneenersns $ 56,309 $ 10,562 $ 193
Accrued payroll......cooeererieinonens idireterassseesersnarentesesenesiese 70,973 4,452 -
Compensated absences......ouerne.s RO 113,339 1,719 -
Due t0 Other fUNAS...vvieceviiiinireiinreoresnssssnsssssesieees 65,074 38,554 -
Deferred FEVENUE. ..vvvervivarerninereniesmmeeessnesserseseossssessss 13,211 237 -
Agency Liabilities. ..o - 4,134 -
Deposits and unearned revVenue........coccrvererisrsnsemsessssnenens 8,829 1,639 -
Other accrued labilities.....oovverereirvnrereeoreerveesersereninessiines 73,793 77 ‘ -
Capital lease 0bligations......euvrivirenssereserersrsserseesessense - - -
Bonds and notes payable........c..ccvveevrrerirenrenieninisiennin - - -
Total liabilities........ccovererervernirerenns freerete e re e e e aeranats 401,528 , 61,374
Fund balances: :
UNrestricted. v viiineninieenennenenenesescessesesssssnenes b 144,765 - -
RESIIICIEA. v vviieriireiieseiirieresinreciessreosreessresssanesssessssrensons - 57,723 55,605
Unexpended plant funds........vecvimnnieninsmenieinmi. - - -
Renewals and replacements.........coeververerineerererenserseniieres - - -
Retirement of indebtedness.........ocvvvvvrvienieensreerieerseniennnes - - -
Net investment in plant.....ccvevcvevercrorerinnienemeenenenes - - -
Total fund balances.........cocevvrevriirinrecriiennesereesrereseesonens 144,765 57,723 55,605
Total liabilities and fund balances..........ovvevirvvecriverneennes $ 546,293 3 119,097 $ 55,798
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Totals

Endowment
and Similar Plant
Funds Funds 1999 1998
$ 6,433 $ 51,701 186,759 $ 164,845
- 45,561 45,561 132,197
143,217 59,746 446,101 388,352
- - 19,057 18,441
- - 50,264 49,167
1,390 25,123 218,256 246,231
15,637 1,019 81,807 78,980
- - 11,507 10,201
- 2,531,637 2,531,637 2,383,937
5,328 6,126 23,157 16,450
$ 172,005 ~ $ 2,720,913 3,614,106 3 3,488,801
$ 27 $ 11,500 78,591 $ 64,204
- 638 76,063 65,436
- - 115,058 123,807
- 7,168 110,796 107,597
953 74 14,475 16,861
- - 4,134 719
- 569 11,037 8,422
2,151 3,712 79,733 147,872
- 80,894 80,894 70,202
726 274,557 275,283 262,648
3,857 379,112 846,064 867,768
37,789 - 182,554 177,941
130,359 - 243,687 207,394
- 60,692 60,692 73,060
- 34,867 34,867 35,078
- 29,113 29,113 27,968
- 2,217,129 2,217,129 2,099,592
168,148 2,341,801 2,768,042 2,621,033
$ 172,005 $ 2,720,913 3,614,106 $ 3,488,801
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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.

Blackfish strandings on the coast of Cape Cod, are sad to see. Such standings, however, are not new to the area, as the vintage postcard
shows. The whales’ behavior has not changed, but human reactions have done a complete 360-degree turn. Yesterday, it meant a boon
for local economics. Long before these animals were given protection by federal statute (the Marine Mammals Protection Act of 1972),
they were highly prized for the fine grade oil found in their “melons” — the melon-like lump above the snout that once gave the beast its
local nickname of “pothead” whale. '

Now when the whales mysteriously swim too close to shore scientists and animal lovers flock to the rescue of this environmental tragedy.
In November 1884 about 1,500 pilot whales, also known as blackfish, washed ashore in South Wellfleet. Approximately 300 inhabitants
made about $15,000 on the sale of the whale oil. Today a stranding that large would cost the New England Aquarium untold amounts
in rescue expenses. In 1986, biologists from the Aquarium were the first to successfully rescue, rehabilitate and release stranded whales.
After another mass stranding in 1990 and months of treatment, the Aquriaum released two female pilot whales back into the wild.

Text and postcard courtesy of Cape Cod’s local historian, Noel Beyle.
Rescue and release photographs courtesy of the New England Aquarium’s Marine Animal Rescue Team.
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Schedule Of General Fixed Assets By Source

June 30, 1999
{Amounts in thousands)

GENERAL FIXED ASSETS:

BUIIAIIES. vt eveier v ettt ettt s st b b s s she b s R s R b SR bbb st st ekt s b e b e bt se e
Machinery and eqUIPINENL........covcvrrecrieiereririamensssiiii i ettt e ss s ees
COnNSIUCHON N PrOBIESS.....ucuiiiererersierierirereseres et b bbb e er bt

Total general fIXed @SSELS........oivviirerrimiivesieieiiesiniesrer st se e s et srr e sae b eb s e n e ae b enees

INVESTMENT IN GENERAL FIXED ASSETS BY SOURCE:

Acquired on or before June 30, 1990........cccovvvriimninrii e e

Acquired subsequent to June 30, 1990 from:
GENETAl FUING. . ..vieieieiriiirerertee st bbb bbb bbb bbb bbb bbb
Special Revenue FUNAS........c.ccoviviniiiinineinineen s s
Capital Projects FUNAS........iciiirmrnmresiiiiiniinimss i s sasssssnas
Expendable Trust FUNAS.......c.eivierciireineneneiiiieinie st snsssssisbe s srsssesnsessssssese

Total investment in general fiXed ASSEts.....ccevuvvirienierieriiniernii e e e s ers

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, 1999
(Amounts in thousands)

Machinery
ol and

- ; Function ‘ . , Land Building_s__ - Equipment Total
- LegISIAtUIC. ..uvvvereeerrerecsisiessiesssessssmsensessesnssasssens . $ - $ - $ 96 $ 96
| JUAICIATY covoeireirenicreeercresivre e esrenaresessreressssns 1,334 393,585 4,368 399,287
’ Inspector General............ pereser ettt bea e s aes ' - - 64 64
Governor and Lieutenant GOVernor........ues - - 146 146
- Secretary of the Commonwealth.............. prmrnnns 15 - 18,202 2,390 20,607
i ~ Treasurer and Receiver - General , - - 45,491 45,491
v Auditor of the Commonwealth............eeees eeerenns - - 381 381
ey o Attorney General....nniesessessesiins persressneens - - 888 888
i Ethics Commission............... s abesess - - 71 71
DIStrict AtOINEY.ccvvveeiieerirnveeerreresrecessisseeseversessesens - - 2,199 2,199
Sheriff's Departments.......coevererersesverns sesasrensesranes 3,174 37,448 3,080 43,702
¥ COMPAIOIIET ... vevercersierereriiresesssessessssenssesensessasens - - 159 159
Administration and finance........ceervvennrrsineeresnenes 10,385 396,230 254,127 660,742
Environmental affairs......coveueeirnienrneeesnesssnossens 450,705 113,996 55,768 - 620,469
Communities and development..........vvecnerereeres ‘ - - 617 617
Health and human Services......couecrmvnnirioreseosennnene 38,715 972,716 53,702 1,065,133
Transportation and construction........eeesereernenes 32,408 24,198 85,065 141,671
EdUcation..uireeceirrerereseiesrssssssgsessessssens - - 1,602 1,602
Higher education..........cvvennveneneennnnensinenessins 3 - 428 431
Public safety.......ccocrrmvineniecnnnnnrenennenneesssnnn 22,200 598,224 93,061 713,485
Economic development..........c.ovue. Triressssensesenaises 183 448 18,542 19,173
- Elder affairs........coccvmemminrnvnennrevensrens oot : - - 48 48
o CONSUMET AFFAIIS...vireveisirerreressenssssisssrsesssessnss - - 1,182 1,182
Labor....o.ciiiiireesennsniesesesssesesnens - - 6,176 6,176
Total by function.........vvecevevereversunironens peseseenane : $ 559,122 $ 2,555,047 $ 629,651 3,743,820
Construction iN PrOGrESS....cuvrrecerrermrerorersioreresmsmsasssassossrssene N bR e RS E s bn b0 be s 79,858
Total general fixed assets.....ocevenreriverenrenns cerueereebe et ses bR s e e SR e se bR e e bes preer ettt ssrsenereResa e e ebans $ 3,823,678
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Schedule Of Changes In General Fixed Assets By Function

Fiscal Year Ended June 30, 1999
(Amounts in thousands)

General Fixed General Fixed
: Assets Assets

Function and activity July 1, 1998 Additions = . Retirements June 30, 1999
Legislature. ...iiiivecnereiniessesesnrerersensnenessnnnes $ 96 $ T $ - $ 96
JUdiCiary......coveriirccvee e 271,152 121,713 178 399,287
Inspector General........ocovviineiniiiniiniiiinn. 64 - - 64
Governor and Lieutenant GOVErnor.........c.c.o.v... 146 - - 146
Secretary of the Commonwealth.........c...ccecvenns 20,274 333 - 20,607
Treasurer and Receiver - General...........c..o....... 45,535 - ' 44 45,491
«Auditor of the Commonwealth...........ccovvinnans 243 138 - 381
U Attorney General... .o eeenieecenenn e 931 - 43 888
* BEthics COMMISSION.......coeveereirereeeresieieesrennins 45 26 - 71
DiStrict AfOTNEY ..cvvvuvirvereirvierieerereirirersseresisenns 2,210 - 11 2,199
Sheriff's Departments.........voceevcreniivinereninsivene 22,052 21,650 - 43,702
Comptroller............... ererrense e et s et e sraraaens 359 11 211 159
Administration and finance...........cocccvevvviniennn 640,817 19,935 10 660,742
Environmental affairs...........cccoeveiirivinrennreennnns 608,349 13,001 . 881 620,469
Communities and development............c...cvevu... 651 ‘ - 34 617
Health and human services..........ccvuveereeeririinnens 1,059,502 6,040 . 409 1,065,133
Transportation and construction..........vceeveeurene 127,412 20,458 K 6,199 141,671
EAUCAHON. .. ..evvoveeresieeeseee et s s eeres e sereons 1,690 94 W 182 1,602
Higher education.........coccevivinrerviicioniinicinnn, - 431 - - 431
Public safety.............. ettt sr e enens 689,998 24,049 562 ‘ 713,485
Economic development e 19,180 - 7 19,173
Elder affairs.......cccooceveverevnniirennnnn, [STTPRRTN 44 4 ' - 48
Consumer affairs......c..ocecvieriieeneeneeniererierennnnens 1,033 149 ' - 1,182
LabOoT. . uvvvceiercneireninenene e 4,851 : 3,147 1,822 6,176
Total by function.....ceveeevecevenennricsiveenveenenns © 3,523,665 230,748 10,593 3,743,820
Construction in Progress.....c...verevvorinreirernneenne 150,062 38,000 108,204 79,858
Total general fixed assets.......ccvveurverervvinininnes $ 3,673,727 $ 268,748 $ 118,797 $ 3,823,678
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Ten-Year Schedule of Revenues and Other Financing Sources — All Governmental Fund Types
[ Ten-Year Schedule of Expenditures and Other Financing Uses by Secretariat — All Governmental
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B To Total Expenditures — All Governmental Fund Types ” :
L Ten-Year Schedule of Per Capita General Long-Term Bonded Debt
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= Nonagricultural Employment by Industry in Massachusetts and the United States
Ten Largest Massachusetts Industries by Number of Employees
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Jor Massachusetts and the United States
Twenty-Five largest Private Sector Massachusetts Employers
Massachusetts Fortune 500 Companies
Calculation of Transfers — Stabilization Fund
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Ten-Year Schedule Of Revenues And Other Financing Sources
All Governmental Fund Types

June 30, 1999

(Amounts in millions)

© T

% % % %

1999 Total 1998 Total 1997 Total 1996 Total
TAXES.....oivimiircnre s $ 14321 430 - $ 14,033 449 § 13,030 477 $ 11,926 47.5
Federal reimbursements................covvveervivnirveneesnnnns 4213 12.7 4,385 14.0 4,124 -15.1 3,861 154
Federal Brants.........coovevcecrvcnvinneniesisesenesnes 1,456 4.4 1,470 4.7 1,457 53 1,482 5.9
- LOtEIES i 3,570 10.7 3,392 10.9 3,375 ‘ 12.3 3,201 12.8
: ASSESSIMENLS...covnereiiiinreiiieireeseeserersosssssissresenereses 546 1.6 514 1.6 552 2.0 595 2.4
* Motor vehicle licenses and registrations..........cooeeeee. 281 0.8 295 0.9 295 1.1 263 1.0
Fees, investment €arnings, etc........coovevererericneennen 1,433 4.3 1,394 4.5 930 3.4 1,110 4.4
Proceeds of dedicated income tax bonds..........ccepu.... - - - - - - - -
Proceeds of general obligation bonds......... U 1,015 3.0 1,347 43 899 33 940 3.7
Proceeds of special obligation bonds...........coevvvnneeece. - - 100 0.3 - - 147 0.6
Proceeds of grant anticipation notes..........c.c.ocovivennene 319 1.0 - - - - - -

Proceeds of refunding bonds...........ccooveverevnrieriinenns 499 1.5 862 2.8 723 2.6 - -
Proceeds of capital [€ase.........co.crvcivecirenieninnionnnn, 9 0.1 15 01 _, 62 0.2 26 0.1
Operating transfers........cc.eeemmrrnrrneieremerees 4,555 13.7 3,338 10.7 : 1,920 7.0 1,551 6.2

~ Other financing SOUICES......ccuuerrvcnenreriiesrissniemisenan, 1,056 32 104 0.3 6 - - -
Total revenues and other financing sources 33,273 100.0 $ 31,249 100.0 $ 27,373 1000 §$ 25,102 100.0

Commonwealth of Massachusetts 140 Comprehensive Annual Financial Report

e

]

g
i
)

-
i
il
)
[



{ % % % % % %
1995 Total 1994 Total 1993 Total 1992 Total 1991 Total - 1990 Total
1} $ 11,262 459 $ 10611 457 $ 10,021 449 $ 9,479 456 % 9,143 411 $ 9,007 49.8
1
4,174 17.0 3,904 16.8 3,376 15.1 3,021 145 3,075 13.8 2,092 11.4
1,187 4.8 1,205 5.2 1,118 5.0 1,199 5.8 1,088 49 1,042 5.8
: 2,957 12.0 2,600 11.2 2,148 9.6 1,831 8.8 1,692 7.8 1,657 9.2
; o 572 2.3 544 2.3 597 2.7 787 3.8 1,542 6.9 277 1.5
& e 307 1.3 284 12 331 15 300 1.4 290 13 306 17
1,154 4.7 1,113 48 1,215 54 1,710 8.2 1,455 6.5 1,188 6.6
. - ) - - - - - 1,363 6.1 - -
r ' 810 3.3 392 1.7 368 1.7 721 3.4 1,030 47 1,430 7.9
E . - 298 13 ; . 100 0.5 . . . .
514 2.1 836 36 1,891 8.5 574 2.8 - - - -
18 0.1 34 0.1 13 0.1 17 0.1 28 0.1 7 -
1,534 6.3 1,367 5.9 1,177 53 1,021 4.9 1,477 6.6 1,068 5.9
49 0.2 35 02 46 0.2 47 0.2 36 0.2 30 0.2
$ 24,538 1000 § 23223 10008 22,301 1000 $ 20,807 1000 § 22219 1000 $18,104 100.0
L
[
E o
K
i
L
-
Li
ey
¥
L)
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Ten-Year Schedule Of Expenditures And Other Financing Uses By Secretariat

All Governmental Fund Types

June 30, 1999
(Amounts in millions)

% % % %
1999 Total 1998 Total 1997 Total 1996 Total
Le@ISIAtUIE v ieiinrvereirissiainrinssescnrnesssrens $ 51 02 $ 51 02 § 49 02 § 49 0.2
 TUAICTAIY cecovere st seseries 511 1.6 470 ‘1.5 433 1.6 404 1.7
Inspector General. ..., 2 - 2 - 2 - 2 -
Governor and Lieutenant Govemnor.......c... 5 - 5 - 5 - 5 -
Secretary of the Commonwealth.........c.crvirinie 33 0.1 23 0.1 17 0.1 15 0.1
Treasurer and Receiver-General........c.coovines 2,783 8.6 2,649 8.7 2,711 10.0 2,576 10.5
Auditor of the Commonwealth.........o.eceviiirns 14 - 14 - 12 - - 13 -
-+ Attorney General.......ninincnniinn, 49 0.2 41 0.1 5 L 29 0.1
" Ethics Commission..., . 1 - 1 - 1 . 1 -
. "DiStrict AOMEY vvvvvovvvevesressseseserssenssssassnsasnsees 72 0.2 68 0.2 62 02 55 0.2
Office of Campaign and Political Finance...... 1 - 1 - 1 - 1 -
Sheriff's Department.........co.coereiseennniniennn 134 0.4 40 0.1 - - - -
Disabled Persons Protection Commission....... 2 - 2 - 1 - 1 -
Board of Library Commissioners 10 - 9 - 6 - 4 -
Comptroller......coverivininininn 8 - 7 - 7 - 7 -
Administration and finance..........ccovrverrrceererns 1,056 33 1,058 3.5 937 3.5 943 3.9
Environmental affairs.....cinenmeniiiienne 232 0.7 216 0.7 196 0.7 205 0.8
Communities and development............cevereeert 356 1.1 351 12 344 1.3 347 14
Health and human services......o..uevrvrreernennerenns 5,160 159 5,058 16.6 -4,507 16.7 4,606 18.8
Transportation and constructon........oviserns 137 0.5 117 04 151 0.6 155 0.6
EdUCation...ccvviirneiisinnii e seeressserssoressens 1,263 3.9 1,153 3.8 1,026 3.8 958 39
Educational affairs..........ccccemmmmimenrnsscismirens - - - - - - 14 0.1
Higher €duCation...........owusmuevcersessssesssmerenne 97 03 82 03 90 03 80 03
PUBIC SATCEY crrrvernnrirvansirsesisesissessssmiesseessssssenes 860 2.6 853 2.8 860 32 841 3.4
Economic development.........covevireiveirennonees 57 0.2 31 0.1 33 0.1 111 0.5
Elder affairs......coocevcnnenencinaner e 197 0.6 179 0.6 174 0.6 155 0.6
Consumer affairs.......ocoiieeinienonieenenneon 68 0.2 57 0.2 37 0.1 35 0.1
LabOr....iiiiininiseessrserssessnsssssnissesssns 166 0.5 186 © 06 189 0.7 121 0.5
Independent commissions.... “ - - - - - - - -
Medicaid. ..o 3,829 11.8 3,638 12.0 3,497 13.0 3,241 133
PENSION....otiniiniirniiencnnneserissenissssnersssssensenns 324 1.0 414 1.4 413 1.5 382 1.6
Direct local aid..........ccccvecermeirrncrernnnsrsneriecens 4,405 13.6 4,047 133 3,677 13.6 3,351 13.7
Capital outlay: ;
Local @id....cieciinimmnonnnneereeren 73 0.2 102 0.3 181 0.7 116
Capital acquisition and construction............. 2,602 8.0 2,532 8.3 2,051 7.6 1,673
DEbE SEIVICE...covrerieirererenrerrcnisesernmsesessinmiserns 1,212 3.7 1,215 4.0 1,278 47 - 1,192
Other financing uses:
Payments to refunded bond escrow agent.... 499 1.5 862 2.8 723 2.7 - -
TrADSTELS. . vevviercririessesieeessinensesssssareseresesrsnesee 6,193 19.1 4,883 16.1 3,311 12.3 2,753 11.3
Total expenditures and other financing uses... § 32,462 100.0 § 30417 100.0 § 26,987 100.0 $ 24,441 100.0
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% % % % % %

“ 1995 Total 1994 Total 1993 Total 1992 Total 1991 Total 1990 Total
$ 47 02 $ 43 02 $ 41 02 § 44 02 $ 40 02 $ 44 0.2
356 1.5 338 1.5 306 14 315 1.6 298 1.4 305 1.7
'1 2 - 1 - 1 - 1 - 1 - 1 -
i 5 . 4 . 4 - 4 - 4 . 5 .
14 0.1 12 0.1 14 0.1 12 0.1 13 0.1 1 0.1
2,353 9.7 2,052 8.9 1,659 74 1,379 6.8 1,290 6.0 1,193 6.5
- 11 - 11 . 10 - 10 - 11 0.1 11 0.1
i o 22 0.1 38 0.2 36 0.2 18 0.1 89 0.4 29 0.2
U 1 - 1 - 1 - 1 - 1 - 1 -
% S GO 51 0.2 47 0.2 44 0.2 39 02 42 0.2 47 0.3
. 1 - 1 . - - 1 - 1 - . -
1 - 2 - - . - - - - . .
5 - 5 . 5 - - 21 0.1 20 0.1
6 - 6 . 6 - 5 . 5 - 6 -
876 3.6 863 3.7 682 3.0 833 4.1 878 4.1 874 4.7
174 0.7 169 0.7 162 0.7 141 0.7 172 0.8 171 0.9
340 14 358 1.6 364 16 397 2.0 410 1.9 403 2.2
4813 198 4,327 18.8 4,034 183 4,007 19.7 5011 - 234 4,118 22.3
112 0.5 120 0.5 273 1.2 92 0.5 176 % 0.8 162 0.9
865 3.6 458 2.0 469 2.1 392 19 339 1.6 332 1.8
6 - 3 - 10 - 17 - - . - -
75 0.3 67 03 69 03 1,288 6.3 1211 57 1,155 6.3
732 3.0 693 3.0 611 2.7 658 3.2 148 0.7 154 0.8
i 199 0.8 214 0.9 210 0.9 194 1.0 169 0.8 159 0.9
b 161 0.7 155 0.7 150 0.7 137 0.7 143 0.7 150 0.8
34 0.1 33 0.1 30 0.1 27 0.1 32 0.1 34 0.2
{ ' 24 0.1 24 0.1 24 0.1 19 0.1 21 0.1 23 0.1
3252 134 3,216 14.0 3,151 140 2,853 143 2,872 13.4 1,929 104
- s 414 1.7 830 3.6 893 4.0 751 3.7 706 3.3 672 3.6
b 3,073 126 2,727 11.8 2,547 113 2,278 112 2,608 12.2 2,937 15.9
94 0.4 100 0.4 105 0.5 87 0.4 226 1.1 208 1.1
£ 1,698 7.0 1,464 6.4 1,133 5.0 1,157 5.7 945 4.4 929 5.0
J 1,234 5.1 1,152 50 1,143 5.1 901 4.4 1,407 6.6 775 42
. 514 2.1 836 3.6 1,891 8.4 574 2.8 . - . .
s 2,732 112 2,651 11.5 2364 105 1,654 8.2 2,098 9.8 1,613 8.7
Lad .
$ 24297 1000 $23,021 1000 $ 22,442 1000 $ 20,290 1000 $21,388 100.0  $ 18,471 100.0
L
o
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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 N

(Amounts in millions)

Fiscal year ended Debt Total
June 30 service expenditures m Ratio
1999 $ 1212 $ 25772 47
1998 1,215 24,672 49 5
1997 1,278 22,953 5.6
1996 1,192 21,688 55 .
1995 1,234 21,051 59
1994 » 1,151 19,534 59
1993 1,143 18,187 6.3 ‘
1992 901 18,062 5.0
1991 1,407 19,290 ' 7.3

1990 775 16,858 4.6

(1) 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.

Ll

pum——
i
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Ten-Year Schedule Of Per Capita General Long-Térm Bonded Debt

{Amounts in thousands)

_ Massachusetts Total long-
N Fiscal year ended resident term bonds and Per capita
June 30 population notes payable long-term debt
- | 1999 6,147 $ 11,808,461 $ 1.921
| ‘ | 1998 ‘ 6,115 11,078,603 1.811
| 1997 6,127 10,271,294 1676
1996 ‘ 6,101 10,065,578 . 1.650
3 1995 6,203 9,628,466 1552
1994 6,089 9,427,745 1.548
1993 5,998 9,231,458 ‘ 1.539
- 1992 5,998 9,264,430 1.545
1991 5,996 8,580,339 ’ 1431
1990 6,020 6,605,039 1,097

)
i
3

e

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 Coverage

i ended June 30 Net revenues requirements @ Ratio
| 1999 . $ 393,785 $ 401,406 - 098
1998 372,672 344,884 1.08
‘ 1997 328,608 283,975 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

(1) Net revenues represent the regular recurring operating income (loss) plus operating grants,
transfers and depreciation 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.
1999 274,126 1.1 6,147 , 0.5 22

» 11998 271,133 1.3 6.118 0.1) 2.3
1997 - 267,645 0.9 : 6,127 0.4 23
199 265,253 0.7 6,101 (1.6) 23.

1995 263,434 0.9 6,203 1.9 2.4

; 1994 260,967 1.3 6,089 1.5 2.3
1993 257,592 1.0 5,998 0.0 23
1992 255,020 1.1 5,998 0.0 2.4
1991 252,177 1.1 5,996 0.4) 2.4
1990 249,466 1.1 6,020 w01 2.4

BN
". ~.r
;3: B
[}

Source: United States Department of Commerce, Bureau of the Census
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Nonagricuitural Employment By Industry
In Massachusetts And The United States For 1999

(Amounts in thousands)

% of % of MA %
Type of industry MA MA Total U.S, U.S. Total vs. U.S. %
Manufacturing;
Durable goods , 272 8.4 10,954 8.5 | 98.8
Nondurable goods 163 ' 5.0 7,395 5.7 87.7
‘:Tota'l manufacturing 435 13.4 18,349 - 142 94.4
g nv“,/‘-‘I\I.von-manufacturing:
Construction and mining 116 3.6 6,831 53 67.9
Transportation and public utilities 138 4.3 6,854 5.3 81.1
Wholesale and retail 736 227 29,881 23.1 98.3
Finance, insuraﬁce and real estate 222 6.9 7,661 5.9 116.9
Other services 1,169 362 39460 30.5 118.7
Federal, state and local government 417 12.9 20,260 15.7 82.2
Total Non-manufacturing . 2,798 866 110047 85.8 100.9

Total 3,233 100.0 129,296 100.0

Sources: Massachusetts Department of Employment and Training
United States Department of Commerce as of October, 1999
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Ten Largest Massachusetts Industries
By Number Of Employees As Of October, 1999

(Amounfs in thousands)

E Industry Employees
- Services 1,169
, Wholesale and retail trade 736

Manufacturing - durable goods 272
» Local government 256
”; Finance, insurance and real estate 222
L Manufacturing - nondurable goods 163
2 Transportation and public utilities 138
State government 100
: Construction and mining 116
Federal government 61

Source: Massachusetts Department of Employment and Training

{
|
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Ten-Year Schedule Of Annual Average Civilian Labor Force,

Unemployment And Unemployment Rates
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 Rate % of U.S. Rate
1999 3,287 105 3.2 139,8.95 5,380 3.8 84.2
1998 3,252 96 3.0 137,415 6,247 4.5 66.7
1997 3,247 121 3.7 136,361 6,437 47 78.7
1996 3,176 129 4.1 134,574 6,948 ' 5.2 78.8
1995 3,161 162 5.1 132,440 7,476 5.6 91.1
1994 3,183 205 6.4 131,836 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 6.7 134.3
1990 3,166 18;9‘:’ 6.0 124,787 6,874 5.5 109.1

Sources: Massachusetts Department of Employment and Training as of June 1999,
United States Department of Labor, Bureau of Labor Statistics
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Twenty-Five Largest Private Sector Massachusetts Employers

g BankBoston
Bell Atlantic
- Beth Israel-Deaconess Hospital
Big Y Foods
Boston University
Brigham & Women's Hospital Inc.

Demoulas Supermarkets

£ Digital Equipment Corporation
Friendly Ice Cream Corporation
£ General Electric Company

Harvard University

Lucent Technologies

Massachusetts Institute of Technology

Massachusetts General Hospital
May Department Stores Company
Polaroid Corporation
Raytheon Company
S&S Credit Company

Sears Roebuck and Company
s Shaw's Supermarkets, Inc.

Star Markets Company, Inc.

State Street Bank and Trust Company

The Marsh & McLennan Management Co.
e United Parcel Service, Inc.

L Wal-Mart

Source: Massachusetts Department of Employment and Training as of June,‘ 1999
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1999 Fortune 500 Companies Headquartered in Massachusetts

1999

Ranking Revenues
1999 1998 Company Industry (in millions)
69 100 Raytheon (Lexington) Electronics, Electrical Equipment $ 19,530
124 132 Liberty Mutual Group (Boston) Insurances, Property and Casualtiy (Mutual) 13,166
153 162  Mass, Mutual Life Ins. (Springfield) Insurance Life and Health (Mutual) 10,668
159 155 Gillette (Boston) Metal Products 10,056
161 193  Fleet Financial Group (Boston) Commercial Banks 10,002
179 191 John Hancock Mututal Life (Boston) Insurance Life and Health (Mutual) 8,912
208 208 TJX (Framingham) Speciality Retailers 7,949
218 238 BankBoston Corp. (Boston) Commercial Banks 7,609
236 303  Staples (Westborough) Speciality Retailers 7,123
365 394 Harcourt General (Chestnut Hill) General Merchandisers 4,235
366 419 State St. Boston Corp. (Boston) Commercial Banks 4,234
386 477 EMC (Hopkinton) Computer Peripherals 3,974
394 409 Thermo Electron (Waltham) Scientific Photo and Control Equipment 3,868
421 443 BJ's Wholesale Club (Natick) Food 3,552
433 423  Allmerica Financial (Worcester) Insurance, Property and Casualty (Mutual) 3,433
458 402 Apparel 3,225

Reebok International (Stoughton)

Source: Fortune, April 26, 1999 3
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- - Norman Rockwell .

o Born in 1894, Norman Rockwell began his career as an artist at an early age, finishing his first commissioned job before the age of 16,
freelanced for several magazines and worked as an art director for Boys’ Life. His next move would eventually make him a household.
name when at twenty-two he did his first cover for the Saturday Evening Post. He went on to publish an additional three hundred and’
twenty-one covers for the Post. S

e
S

‘ Besides his well-known magazine work, Rockwell produced “Four Freedoms” in 1943, a series of four paintings based on President
u Franklin Delano Roosevelt’s Four Freedoms concept. The paintings were published in the Saturday Evening Post with essays on the role
L of an individual in a democracy. An exhibit of the “Four Freedoms” toured the country raising 130 million dollars in the sale of war bonds.

In 1977, Rockwell was honored with the Presidential Medal of Freedom for his “vivid and affectionate portraits of our century.” He passed
away the following year. '

The Norman Rockwell museum in Stockbridge holds the world’s largest collection of Rockwell's work including photographs, letters and
over five hundred and seventy of his paintings and drawings. Currently a major exhibition of Rockwell’s work organized by the High
Museum of Art, Atlanta, George, and the Norman Rockwell Museum at Stockbridge, Massachusetts, is touring the nation.

Photography courtesy of The Norman Rockwell Museum at Stockbridge: 1977 Photo by Louie Lamone;
1921, photographer unknown,
(- : |
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Calculation Of Transfers: Stabilization Fund

June 30, 1999
(Amounts in thousands)

This statement is prepared on the statutory basis of accounting pursuant to General Law Chapter 29, Section Sc
most recently amended by Ch. 88 of Acts of 1997. It presents information contained in the official books

and accounting records of the Commonwealth. Financial statements supporting this calculation 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 FUNG......ooveeieitiinecneisisiian s ereraessessessesses semessesesssnonsessencesnasnns $ 3,092,034
Highway FUN.........ococciviiinnrcniinnicnneineee e sesesaons (210,894)
Local Aid FUD.......c.cooiminnirieriemeennssieiesssssirssnsseneresens (2,533,583)
Consolidated Net SUIPIUS......cvcverivrermirmininmeir, 347,557
Available to carry forward to subsequent fiscal year .................... [T 71,521
Consolidated net surplus before transfer to Capital Projects Fund.............cco..... 276,036

Part 2: Calculation of transfers to Capital Projects Fund:
Transfer from General Fund to Capital Project Fund ......... v o 110,414
Net Consolidated surplus available for Stabilization FUN.noreeeeresrrsser e $ 165,622

Part 3: Calculation of transfers to Stabilization Fund:

From the General Fund, @ 60%.........vvvvvvvenreersesnnneeens e st 99,373
From the Local Aid Fund, @ 40%........cc.ccvvninviivininiinseenienennen, 66,249
.Total Transfers............... eeereettrtse s ier bttt te et s e R e b b eh e s e R b Rbber b eRaeRe R e b e r e R beresbsbenes $ 165,622

Part 4: Status of Consolidated Net Surplus after Stabilization Fund transfers:

Undesignated Fund Balance (Deficit) in the Operating Funds:

General Fund..............cooneenen. fertere oo h e b s b e b e eR TR b e e e et beRe b b e rssbnetenene $ 2,882,247
Highway FUNd.........oocvveiiiinicnniennsisnn s sesneesessnsnesesiessesees (210,894)
Local Ald FUNd.....c.oceiieeiiriineneie sttt seesesssne (2,599,832)
Consolidated Net SUrplUS....coveeiiniiiiiiiiee s $ 71,521

Part 5: Status of Stabilization Fund after transfers

Reserved for Stabilization - Accumulated Balances.........ocvvcviiniernninniniiniiinin $ 1,222,901
Amount Appropriated at the close of fiscal Year ........ccoveriveveiiernninniiniiienn, -
FY99 Calculated Transfers to Stabilization Fund.........c.coievvnviimnnniinnnnnenn. 165,622
Reserved for Stabilization.........cveereermaniiii e, $ 1,388,523
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‘ Calculation Of Transfers: Tax Reduction Fund

- June 30, 1999
‘ (Amounts in thousands)

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
-l ' 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 Fund

s ‘ The first computation is as follows:

Part 1: Comparison of Stabilization Fund, after current fiscal year transfers,
to 7.5% of Budgeted Revenues and Other Financial Resources:

w2 - ' Undesignated Fund Balance in the Stabilization Fund......ccociiiecinsinneinerncnns, $ 1,388,523
e Allowable Stabilization Balance .........coveereernnineeiirnmmnn, erere ettt et eresrerenaeanan 1,512,383 .
: Stabilization Fund Excess, if any, tranferrable to Tax Reduction Fund.......c...cvcevmnvurennrnens $ -

Part 2: Status of Stabilization Fund after transfers:

Stabilization Fund Balance.......cc.uveeeieininnesrersssnsesssesssssssssissmsnneesensessssesisssssasissssnsnsseens $ 1,388,523
Transfer to Tax Reduction FUnd...........cccovrmenivneniimeiimmomnememmssomsomenis -
Stabilization Fund Balance after transfer to Tax Reduction Fund........c.covvcvvnneiiiiinienns $ 1,388,523

Part 3: Status of Tax Reduction Fund after transfers:

Tax Reduction Fund Balance...........ceieimmmeeiisinissesommensssnions $ -
Transfers from Stabilization FUNd.........cccoveeriiinieeiicnmiremnisicmmnnniesesrmeemssrseoseessieesssons -
' Tax Reduction Fund Balance after transfers......v i $ -

The second computation is as follows:

Part 1: Comparison of State Tax Revenues to Allowable Tax Revenues:

FY98 Allowable State Tax REVENUES v..ivevreveeeriveesrerniesssinisisineseensessssssisosersnssressessassssnses $ 15,271,665

Multiplied by Growth Factor ... 1.08

- Computed FY99 State Tax Revenue Base.....coccuvvrrererererecenencsennmnnerssesssssnans e rens $ 16,493,398

. Plus: Local Aid AdJUSIMENt ...cvvrereeerieiniiniiisiimiiiieeseieeieresesssssssssesons 63,556

el FY99 Computed Maximum and Allowable State TaX REVENUES......crvrveiresrresrsesersssnnisaanns $ 16,556,954
R

C FY99 State Tax REVENUES .....cvvviniiiiicnineiisiiossssessinssesessssiossisesmsss $ 14,304,197

State Tax Revenue Excess, if any, transferrable to Tax Reduction Fund..........ovceevnnininnes $ -
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Worcester Lunch Car Company

Worcester Lunch Car Company, Worcester, MA 1906-1961, for the most part built a small, handcrafted diner with a porcelain exterior
and hardwood interior. Many Worcesters feature gothic lettering painted on the porcelain front panels and colorfully-striped awnings.
Worcester interiors were often adorned with marble countertops, stainless steel panels shaped into starburst patterns, and hardwood
booths. Lamy’s Diner is now located inside the Henry Ford Museum. The craftsmanship and beauty of Worcester diners are universally
acknowledged and the subject of many artists. Diners have experienced a renaissance over the last few decades and many are still in use
today. '

Photography courtesy of Ron Sarri. For more information on diners, visit www. dinercity.com.
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ca. 1999
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North up Park Street to Beacon Street



