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Martin J. Benison, Comptroller
One Ashburton Place
Boston, MA 02108

Commonwealth of Massachusetts

October 29, 2008

To the Citizens of the Commonwealth of Massachusetts,
Governor Deval L. Patrick, and Honorable Members of the
General Court

I am pleased to present to you the Statutory Basis Financial Report
(SBFR) of the Commonwealth for the fiscal year ended June 30, 2008
(FY08).

The Commonwealth completed the year ended June 30, 2008 with a
budgetary loss (excess of expenditures and uses over revenues and
sources) of approximately $495 million, decreasing budgeted fund
balances to slightly over $2.4 billion. Of total budgeted fund balance,
over $2.1 billion is retained in the Stabilization Fund, compared to a
balance of over $2.3 billion at the end of 2007. The Stabilization Fund
balance compares favorably to that of other states, but even so
represents only 23 days of total budgeted expenditures and other uses
for FY08. The significant financial uncertainty and tight credit markets
resulting from the unstable world and national economies counsels
caution in budgeting and in use of the Stabilization Fund to assist the
Commonwealth in weathering what is predicted to be an economic
downturn for states lasting more than one fiscal year.

During FY08, budgeted tax revenues overall rose approximately 5.7%.
Income taxes grew 9.5%, offsetting declines in other categories such as
sales and use taxes, which declined by 2.9% and corporate taxes, which
fell by approximately 4.8%. All other taxes combined rose by
approximately 4.3%.

The Commonwealth experienced positive job growth and relatively low
unemployment during FY08 compared to the nation as a whole. The
unemployment rate for the Commonwealth was 4.4% at the beginning
of the year and fell as low as 4.1% in April. Increases in May and June
as the national economic decline began to be reflected in Massachusetts
brought the Commonwealth’s rate to 5.2% at year end, still comparing
favorably to the national average of 5.5%. As late as April 2008,
unemployment was only at 4.1% in the Commonwealth. The FYQ9
budget forecasts total revenues for budgetary purposes at approximately
$27.5 billion, or approximately $900 million less than FY08’s budgeted
revenues. However, spending was appropriated for FY09 at $28.2
billion, amounting to approximately $679 million operating loss or
structural deficit. The Governor has already announced spending cuts
to attempt to alleviate this deficit.

As of the publication of this report, the Commonwealth has experienced
additional impacts of the world and national economy. On October
15", the Secretary of Administration and Finance issued a revised
revenue forecast reducing fiscal 2009 (FY09) forecasted revenues by
$1.1 billion, putting the estimated budget short-fall of $1.1 billion to
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$1.4 billion. To address this short-fall, the Governor announced
administrative actions, as well as proposed legislative solutions
including:

e Voluntary cuts and contributions to solve the budget gap from
entities outside the Governor’s budget cutting authority
including the Legislature, Constitutional Officers, the
Judiciary, and payments to authorities totaling approximately
$100 million.

e $755 million in cuts across Executive Branch agencies and
implementation of $146 million in additional spending controls
to eliminate the need for additional funding.

e A proposal to restructure state employee health insurance
contributions which is expected to save approximately $29
million. The proposal changes employee contributions from a
system based on date of hire and on salary level.

e A proposal for $168 million in additional revenues and
savings.

e A proposal to use an additional $200 million in reserves from
stabilization.

These measures should bring the Commonwealth closer to fiscal
balance. The Commonwealth continues to struggle with very tight cash
flow conditions.

Overview of the Financial Statements

This report includes the reports on the activity and balances of the
budgeted funds, non-budgeted special revenue funds, capital project
funds, fiduciary funds and the non-appropriated funds of higher
education.

The financial operations of these funds are maintained in the
Massachusetts Management Accounting and Reporting System,
(MMARS). The statewide accounting system is operated by the
Commonwealth and contains detailed information summarized in this
report.

The SBFR is intended to satisfy the requirements of state finance law,
and to present fairly the results of FYO08 activity in the
Commonwealth’s funds. The report contains computations required by
state finance law, including the certification of transfers to and balances
in the Stabilization Fund and Tax Reduction Fund.

Basis of Accounting

The statutory basis of accounting, defined in Massachusetts law, is used
to budget and control fiscal operations. The statutory basis of
accounting is not in conformity with accounting principles generally
accepted in the United States of America (GAAP) as defined for
governments by the Government Accounting Standards Board (GASB).
This report’s purpose is to document compliance with Massachusetts
state finance law. | will report the Commonwealth’s financial position
on a GAAP basis in December, in our Comprehensive Annual Financial
Report (CAFR). This report, which will be prepared in accordance with
GAAP, provides a basis for comparison with other governments. There
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are significant differences between what is contained in the SBFR fund
balance, revenues and expenditures and what will be presented in
December under GAAP. The major differences include the different
presentation for depreciation expense, the presentation of all types of
long term obligations, including debt on the face of the financial
statements and the presentation of those financial statements in an all —
encompassing, net assets and net expense format.

In accordance with Section 12 of Chapter 7A, Massachusetts General
Laws, the Office of the Comptroller transmits the SBFR on October
31st. The SBFR report for fiscal year ended June 30, 2008 herein is
audited by KPMG LLP and represents the closing of the
Commonwealth’s books for the fiscal year. This audit is conducted in
conjunction with the Office of the State Auditor, which provides
knowledge, expertise and resources to audit the financial statements.

Financial Highlights

The following represent significant events over the last fiscal year that
impacted the financial condition of the Commonwealth:

e Because of the slow down of tax revenue growth, no funds were
held aside during the year in cumulative state tax revenues in
excess of permissible limits. $75 million in interest and $240
million in principal were transferred from the Stabilization Fund
An additional $2.2 million was deposited from tax revenues of
certain lottery winners who sold their stream of future winnings in
exchange for current payments.

e The Commonwealth received settlements related to the Central
Artery/Tunnel  project from several contractors totaling
approximately $414 million, of which approximately $397 million
was deposited into a non-budgeted special revenue fund for future
maintenance on the project and approximately $17 million was
deposited into a capital project fund for current construction.

e Tobacco settlement proceeds for the year were approximately $288
million, reflecting the first year of receipts of strategic contribution
payments to the Commonwealth because the Commonwealth was
an original litigant against the tobacco manufacturers. The entire
amount was used in support of current operations. $150 million
was redeemed from the accumulated unspent balance of tobacco
settlement proceeds during the year to support operations. At the
end of FYO08, the entire accumulated balance of approximately
$336 million was transferred to the State Retirement Benefits Trust
Fund to pay for Other Post Employment Benefits for retirees, also
known as OPEB.
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The budgeted full-time equivalent workforce, including higher
education, increased by 1,426 persons from FYOQ7 or 1.7%: 1,033 FTE’s
were added under the Governor’s authority, 29 FTE’s in the Judiciary
and 365 in the Constitutional Offices.

Health Care Reform and Waivers

Implementation of the Commonwealth’s landmark Health Care Reform
law continued in FY08. Health insurance coverage of individuals
expanded significantly during the first year of the individual mandate.
Total General Fund transfers into the Commonwealth Care Trust Fund
rose to approximately $1 billion in FY08, up from $722 million in
FYO07. This reflected increasing enrollment in Commonwealth Care,
one component of nearly 440,000 residents having newly enrolled in
health insurance through a combination of private and public programs
by April of 2008. One impact of this is a reduction in free care through
the state’s hospitals and community health centers.

The Commonwealth operates the majority of its Medicaid program
under a federal section 1115 demonstration project waiver. This waiver
expired on June 30, 2008. The federal government granted extensions
for the July 1, 2008 to June 30, 2011 period during July, August and
September of 2008 (FY09) during the negotiation process. On
September 30, 2008, the Commonwealth announced it had reached an
agreement in principle with the federal government for this waiver,
including health care reform provisions. The agreement authorizes
federal reimbursement for approximately $21 billion in spending from
FY09 through FY11, $4.3 billion more in spending than was authorized
for FY06 through FY08. Federal reimbursement will be able to be
claimed for all programs at current eligibility and benefit levels,
including Commonwealth Care’s subsidized coverage of adults up to
300% of federal poverty level.

In addition, subsequent to year end and to further subsidize health care
reform, the Commonwealth adopted revised regulations that require
employers with 11 or more full-time equivalent employees to make a
“fair and reasonable” premium contribution to their employees’ health
insurance or pay a fee to the Commonwealth. Previously, the
regulations provided that an employer met the “fair and reasonable”
contribution standard if either (i) 25% or more of its full-time
employees enrolled in the employer’s group health plan or (ii) it offered
to contribute at least 33% towards the premium cost for a group health
plan for full-time employees who worked at least 90 days. The revised
regulations, which will take effect January 1, 2009, maintain this test for
firms with 50 or fewer full-time employees but require larger firms to
meet both the employee enrollment and the employer contribution
standards. Moreover, under the revised regulations, firms would also be
considered to meet the “fair and reasonable contribution” standard if
75% or more of their full-time employees enroll in their group health
plans.
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Other Post-Employment Benefits - OPEB

In FY08, the Commonwealth began funding and disclosing its liability
for other post employment benefits, including retiree health care and
life insurance costs. The initial liability developed last year was
estimated to range from $7.6 billion to $13.6 billion depending on how
aggressively the Commonwealth acts to fund the liability, and
consequently whether a lower or higher discount rate was appropriate.
On a statutory basis, the Commonwealth contributed nearly $355
million to OPEB costs and transferred the balance of over $336 million
in the Health Care Security Trust to the State Retiree Benefits Trust
Fund.

On August 5, 2008, a Special Commission to study OPEB released its
report. The bi-partisan Commission was comprised of members of the
House and the Senate and the Administration. The report recommends
that tobacco settlement proceeds be used to fund OPEB, phasing in over
four years to 90% of proceeds. Secondarily, the Commission
recommends that 50% of any unanticipated surplus funds in a given
budget cycle as part of the Stabilization calculation be directed to fund
OPEB. Finally, the Commission recommends combining the pension
and OPEB funding process with the predominant portion funding the
remaining pension obligation until 2023 and upon full pension funding,
keeping the appropriations steadily rising until OPEB is funded. This
actuarial liability is being updated to reflect these recommendations.
This updated valuation will be available in November.

Lottery Deficit

In FY08, the State Lottery transferred approximately $935 million in
the aggregate to municipalities as mandated by the general
appropriation act, regardless of the actual amount available in the State
Lottery Fund. Lottery revenues for FYO08 increased 5.2% to
approximately $4.9 billion. Prizes were approximately $3.9 billion and
operating expenses and other mandated transfers were nearly $1.2
billion. Subsequent to year end, legislation was passed transferring up
to $117 million from the General Fund into the Lottery to cure any
current year deficit and an additional approximately $119 million from
the General Fund to cure the FYO07 deficit. Of the $117 million
authorization, approximately $81 million was transferred to reduce the
Lottery’s deficit to approximately $32 million. A transfer to eliminate
this balance will be made in FY09. To help ensure that the Lottery
Fund remains stable, the FY09 budget provides for $811 million in local
aid from the Lottery Fund and an additional $124 million from the
General Fund.
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The Budgeted Funds

The General Appropriation Act (GAA) authorized approximately $25.4
billion in spending, exclusive of approximately $451 million in FY07
spending authorized to be continued into FYO08 as part of a final FY07
supplemental budget.

Supplemental budgets during the year authorized $367.5 million in
appropriations. Subsequent to year end, one additional supplemental
budget was enacted totaling approximately $46.5 million. The year’s
supplemental appropriation and transfer activity included:

e $48.4 million for additional snow and ice removal costs from
highways, plus an additional $27.1 million for a snow and ice
reserve account and another $2.4 million for parkway snow and ice
removal.

e  $36 million for additional managed health care spending.

e  $29.5 million due to increased group insurance commission costs,
with approximately $11 million for retiree health care.

e 325 million for home heating assistance for low income families.

e  $25 million for a reserve account for county corrections.

e Approximately $22.5 million for private counsel compensation for
indigent defendants. Additional amounts were appropriated for
court costs and public defenders.

e $20 million in a collective bargaining reserve in addition to direct
appropriations for specific union contracts.

e  $14.2 million for transitional aid to needy families.

e $13.5 million for transitional aid to families with dependent
children.

e  $10 million for correctional facilities.

A total of 96 budgetary appropriations were supplemented during the
year.

Budgeted expenditures and other uses, including transfers to non-
budgeted funds, increased by nearly $3.6 billion. Of this amount,
programs and services rose by approximately $1.1 billion and transfers
to non-budgeted funds, largely related to Health Care Reform, increased
by nearly $913 million. Deficit elimination transfers pursuant to statute
also increased budgeted transfers by $1.6 billion, almost entirely due to
the deficit in the Highway Fund, eliminated by a General Fund transfer.

The Budgeted Funds — Operations table on page 7 displays the FY08
summary of budgeted funds, compared to FY07. The FYO08 financial
statements for each of the 11 individual budgeted funds are included in
the financial section of this report. In FY09 and in future years, if
revenue growth slows, the challenge will be to continue to match
spending to available revenues.

In conducting the budget process, the Commonwealth excludes from
their forecast those “interfund” transactions within the budgeted funds
that are included in this report because by their nature, they have no
impact on the combined fund balance of the budgeted funds. The table
Budgeted Funds — Operations isolates this “interfund” activity from the
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budgeted sources and uses to align forecasts prepared during the budget
process to actual amounts in this report. In FY08, transfers among the
Budgeted Funds decreased as a result of funds provided from
Stabilization Fund to other funds to balance the budget for the year as
well as year-end transfers back into the Stabilization Fund. A detailed
list of these interfund transfers is included in Note 3 of the financial
statements.

Budgeted Funds - Operations
(Amounts in thousands)

2007 2008

Beginning fund balances:

Reserved and deSignated.............civveeriiieireiseie e $ 947,182 $ 451,312

Reserved for Stabilization FUNd.............ccccoooiiiiiici e 2,154,664 2,335,021

UNAESIGNALEA. ... .cueeviiieitiiceec ettt ens 106,204 114,682
LI ] | RSP RSR U PSSRSO 3,208,050 2,901,015
Revenues and other sources:

LI LT UPRRPTPRUPTOOt 18,444,891 19,488,540

Federal reimBUISEMENTS..........ooiiiiie et 6,167,575 6,429,469

Departmental and Other reVENUES.............ccoiieriiiiiiieeiree s 2,218,414 2,355,878

Interfund transfers from non-budgeted funds and other sources.............cccoeuenn 1,785,002 2,039,288
Budgeted revenues and Other SOUICES..........coveveirenierieieiesiese e se e seeneaneas 28,615,882 30,313,175
Intragovernmental Service FUNA reVENUES............coveviiieieiieiee s, 192,639 222,763
Interfund transfers among budgeted funds and other SOUrces............c.cccoeveereenne 360,331 2,003,543
Total revenues and Other SOUICES..........covcueiiiiiie e, 29,168,852 32,539,481
Expenditures and other uses:

Programs and SEIVICES.........ceriieirieieieeeesieierieee ettt see e ees 24,237,614 25,363,667

(L] o] AESY T Y/ 1o TR 2,084,453 1,867,908

o 7 o 1,335,176 1,398,600

Interfund transfers to non-budgeted funds and other USeS...........ccccevevvereeennnne. 1,265,674 2,178,195
Budgeted expenditures and Other USES...........coiveierieiieseseseieee e 28,922,917 30,808,370
Intragovernmental Service Fund exXpenditures.........c.ocoeereieeneieneneiice e 192,639 222,763
Interfund transfers among budgeted funds and other Uses...........ccccovvveevreinenne. 360,331 2,003,543
Total expenditures and OthEr USES...........ccoveererierieieiie e 29,475,887 33,034,676
Excess (deficiency) of revenues and other sources over expenditures

AN OtNEE USES. ... ecviiviiiiicieeet ettt st b et sb et eraene s (307,035) (495,195)

Ending fund balances:

Reserved and deSignated............cooeoeeeirereiiesieeeeee e s 451,312 171,479

Reserved for Stabilization FUNG............cccovviiiiiiiiie e 2,335,021 2,119,194

UNAESIGNALEA. ...ttt 114,682 115,147
I ] - | T $ 2,901,015 $ 2,405,820

Commonwealth of Massachusetts

The graph of Budgeted Funds — Fund Balance on page 8 portrays the
combined fund balance in the budgeted funds for the past five years.

At June 30, 2008, the ending balance is comprised mainly of the
statutory fund balance of the General Fund and the Stabilization Fund.
Deficit elimination authorized in statute occurred in FY08, eliminating
deficits in the Highway Fund and the Workforce Training Fund by
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surplus undesignated balances in the General Fund, Massachusetts
Tourism Fund and Division of Energy Resources Credit Trust Fund.

Due to designations of fund balances, $146 million of the total budgeted
fund balance, exclusive of stabilization, is reserved for appropriation in
FY09. The remainder is undesignated.

The Stabilization Fund

As states around the country are struggling with ongoing fiscal
difficulties, the importance of the Stabilization Fund cannot be
underestimated. During FY08, according to the National Association of
State Budget Officers, 13 states cut their budgets during the year after
their general appropriation acts had passed. The June 2008 “Fiscal
Survey of the States” showed states were trying to reduce or eliminate
budget gaps during FY08 by increasing fees, laying off and furloughing
personnel, offering early retirement incentives, instituting across the
board or targeted cuts and reorganizing. The Commonwealth took
specific activities in the Stabilization Fund this year to help attain fiscal
balance, including transferring $75 million in investment earnings and
$240 million in principal to the General Fund. In FY09, all of the
Stabilization Fund investment earnings and $310 million in principal
will transfer to the General Fund.

Even with these activities, the fund maintains a healthy balance
compared to other states. The survey published in June 2008, again
ranked the Commonwealth second in the nation in FYO07 in terms of the
balance in stabilization. Five states had no stabilization fund balance at
the end of FY07. Of states with over $10 billion in General Fund
expenditures in FYQ7, the Commonwealth’s Stabilization Fund balance
as a percentage of expenditures ranked third in the nation behind
Maryland and Connecticut. Georgia, Minnesota and Virginia followed.
As the graphic on the left portrays, the Commonwealth continues to
outpace the rest of the nation in this key element of fiscal condition.
The Commonwealth is as prepared as it can be for this rainy day that is
upon us.

The Non-Budgeted Funds

The Non-Budgeted Funds represent operations in which the government
has imposed its sovereign authority but has excluded these operations
from the annual budget process. During FY08, the Commonwealth
maintained 57 of these funds, while another 5 are inactive.

The largest non-budgeted funds in terms of revenues include the
Lottery, Federal Grants, the funds that account for the operations of
health care reform and the Health Care Security Trust (HST), (which is
designated to receive tobacco settlement funds before transfer to the
General Fund), Grant Anticipation, MBTA State and Local
Contribution Fund, the School Modernization and Reconstruction Trust
(SMART) Fund and new this year, the Central Artery / Tunnel Project
Repair and Maintenance Trust Fund. This fund commenced operations
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Beginning fund balance...........c.c.ccccovrvnen.

Revenues and other sources:

ASSESSMENES.....cvvieiiiecciie e
Federal grants and reimbursements.......
Tobacco settlement revenue..................
Departmental and miscellaneous...........
Transfers and other sources..................

Total revenues and other sources..............

Expenditures and other uses:

Programs and Services............ccceceeeruenns
Debt SEIVICE.....ocvveviivriieie e
Transfers and other USes...........cccccveneene

Total expenditures and other uses.............

in FY08 to account for portions of settlements received from the Central
Artery / Tunnel project contractors to be used for repairs and
maintenance for the project in the future. During FYO08, nearly $397
million of new revenues came into this fund from these settlements.

The table Non-Budgeted Funds — Operations below includes a summary
of the FY08 non-budgeted funds. Financial statements for each of the
individual funds are included in the financial section of this report.

As previously discussed, the State Lottery Funds ended the year with a
deficit of approximately $32 million, due to the mandatory distribution
of over $1 billion to cities and towns in the FYO8 GAA. The
Commonwealth enacted legislation to solve most of the prior Lottery
deficits by capping amounts transferring from the Fund in FY09. Any
overage is to be transferred from the General Fund. This deficit is
reflected in the Non-Budgeted Funds — Operations Table below:

Non-Budgeted Funds - Operations

(Amounts in thousands)

2007 2008

.......................................................... $ 1,852,953  $ 1,734,537

Excess (deficiency) of revenues and other sources over expenditures

and Other USES.........cocveevvevreeireereenenn,

Ending fund balance..........cccccoeerviirienenn.

Commonwealth of Massachusetts

.......................................................... 1,404,296 1,520,789
.......................................................... 635,305 503,998
.......................................................... 2,626,284 2,552,579
.......................................................... 247,340 288,490
.......................................................... 4,925,135 5,054,710
.......................................................... 1,889,575 2,783,693
.......................................................... 11,727,935 12,704,259
......................................................... 9,083,630 9,682,520
.......................................................... 255,209 251,650
......................................................... 2,507,512 2,594,531
.......................................................... 11,846,351 12,528,701
.......................................................... (118,416) 175,558

.......................................................... $ 1,734537  $ 1,910,095
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The HST reports all revenues received from the Master Settlement
Agreement (MSA) between the states and the tobacco industry to
recover healthcare costs for tobacco related illnesses. The MSA
estimates Commonwealth revenues for the first 25 years of the
settlement to be approximately $7.6 billion. However, this estimate is
subject to future adjustments, including adjustments for inflation and
changes in the volume of domestic cigarette sales. In FY08, the
Commonwealth received over $288 million or approximately 87.4% of
the estimated amounts shown in the MSA. Receipts were up in FY08
due to the initial Strategic Contribution Fund payments under the terms
of the MSA. These payments are projected to be received through
FY17. The FY08 GAA directed all MSA receipts to the General Fund.
$157 million of the HST fund balance also transferred to the General
Fund during FY08 pursuant to legislation, along with an additional $36
million of investment earnings transferred to the General Fund. After
these transfers, the remaining fund balance of over $336 million
transferred to the State Retiree Benefits Trust Fund.

Continuing in FY08, a portion of the Commonwealth’s federal
transportation funds were dedicated to paying off prior year
expenditures of the Central Artery/Tunnel Project (CA/T) which were
temporarily financed through Federal Grant Anticipation Notes
(GANS).

During FY98, the Legislature authorized the issuance of $1.5 billion in
GANS to finance the current cash needs of the CA/T. All of the GANS
have been issued. The GANS are not considered general obligation debt
of the Commonwealth. The proceeds of the GANS were used to
temporarily finance federally eligible expenditures until federal funds
were authorized. Continuing in FY08, federal funds were drawn down
to reimburse the Commonwealth for these prior year expenses. From
this year through 2015, these eligible expenses will be reimbursed by the
federal government and the reimbursement will be used to retire the
GANS. Activity related to issuance of GANS and the accumulation of
pledged funds and the payment of debt service is accounted for in the
Grant Anticipation Note Trust Fund. In July 2003, the Commonwealth
completed a cross-over refunding of the GANS. Approximately $388
million in GANS issued in 1998 and 2000 at coupons ranging from
5.125% to 5.75% that will mature on December 15, 2008 and 2010,
respectively, were partially refinanced with $408 million of refunding
notes with yields of 2.51% to 3.39%. The interest on the newly issued
refunding notes is paid from an escrow until final redemption. This
technique results in economic savings, but does not result in the legal
defeasance of the notes. As a result, the original as well as the refunding
notes are reported on the Commonwealth’s books until the maturity
dates. The balance in the fund for FY08 represents approximately $619
million held for payment of interest on the GANS inclusive of an escrow
for payment of GANS involved with the aforementioned cross-over
refunding.

The Universal Health Care funds, including the Commonwealth Care,
Essential Community Provider, Medical Assistance, the Health Safety
Net and the Medical Security Trust Funds, largely related to Health Care
Reform, revenues and other financing sources were nearly $2.1 billion in
FYO08, rising from over $1.8 billion in FYQ7. This is due to the increases
in activity and enrollments under the Health Care Reform acts.
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The graph Non-Budgeted Funds - Fund Balance shows the combined
fund balance in the Non-Budgeted funds for the past five years.
Increases this year are largely due to Central Artery/Tunnel settlements
received in a Non-Budgeted Fund enacted for maintenance of the
project, offset by deficits in the Lottery Fund and two other smaller
funds. For example, the Government Land Bank Fund has a chronic
structural fund deficit. The FY08 deficit balance of $35 million remains
an unbudgeted drain on the General Fund. While steps have been taken
to stop the growth in this deficit, the Fund should be abolished and the
deficit transferred into the General Fund. An additional $11 million
deficit exists in the Motor Vehicle Inspection Fund. In accordance with
General Laws, this deficit must be eliminated and the Fund must be in
balance by June 30, 2009. As indicated in previous years, more
consolidation and elimination is needed for these funds.

The Capital Projects Funds

The purpose of these funds is to account for the construction or
acquisition of capital assets. The Governor may propose capital outlay
budgets, which, upon enactment by the Legislature and approval by the
Governor, become capital outlay acts. Capital outlay acts financed
through the sale of debt require a two-thirds vote of the Legislature.
Numerous acts may be combined for reporting in an individual Capital
Project Fund, but each act is accounted for separately within the fund.
These accounts record authorizations for expenditures in itemized
capital appropriation accounts and equivalent authorizations to issue
bonds or notes in anticipation of federal reimbursements.

The structure of these funds is such that each capital outlay
authorization is in balance, creating authorization for inflows, (which
may be from sales of bonds, federal reimbursements or other revenues)
and authorization for expenditures.  Imbalances due to timing
differences develop when the expenditure precedes the inflow of funds
from the sale of bonds or federal reimbursements. Because of federal
tax arbitrage rules, tax exempt bonds are not routinely sold in
anticipation of expenditures.

The Commonwealth issued over $1.3 billion in debt this year, including
over $25 million in original issue premiums. No refunding debt was
issued this year.

25% of the Commonwealth’s general obligation debt has been issued as
variable rate bonds as of June 30, 2008. Included in this variable debt
were approximately $566 million in auction rate securities (about 4% of
all general obligation debt) as of June 30, 2008. Beginning in February
2008 several auctions of the Commonwealth’s auction rate bonds began
to fail, meaning there were not enough bids from investors to purchase
securities being offered for sale by existing holders. These auction
failures have been systemic throughout the municipal bond market,
caused primarily by widespread downgrades and negative rating
outlooks of a number of municipal bond issuers other than the
Commonwealth. The failed and unsubscribed auctions have resulted in
higher interest costs, but as of June 30, 2008, none of these costs have
exceeded their budgeted debt service amount of 5%. Subsequent to
year end, the Commonwealth refunded its Series 2007 D-1 and D-2
auction rate bonds and replaced them with fixed rate bonds.
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Central Artery / Tunnel Project

(Amounts in Millions)

Sources of Funds:

Federal Funds

2008

GANS (temporary financing of federal funds)

Massport and Turnpike Authorities
Commonwealth debt and other sources

Total Sources

Costs of Construction:

Cumulative costs previous to FY08
Current Fiscal Year Spending

Actual Costs through End of Fiscal Year

Estimated remaining costs:

Total Estimated Costs of Construction:

4,225

14,368

14,368

Capital Projects Funds —
Fund Balance (Deficit)
(Amounts in Millions)
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Commonwealth of Massachusetts

These remaining variable rate bonds are largely “swapped” to
synthetically fixed interest rates.

The CAJT project is winding down. Settlements were received during
the fiscal year between the Commonwealth and several contractors
totaling approximately $414 million, of which approximately $17
million was deposited into the Central Artery / Statewide Road and
Bridge Infrastructure Fund and the remainder was deposited into the
Central Artery / Tunnel Project Repair and Maintenance Trust Fund.
As of May 2007, an updated cost estimate stood at $14.798 billion for
the project. However, the finance plan related to this cost estimate has
not been approved by the federal government. As a result, the
remaining $162 million of federal funds for the project have been
withheld from the project pending federal approval. Because of this
delay, the Commonwealth is or has paid for the final pieces of the
project through operating revenues. The Commonwealth continues to
work with the federal government to resolve all issues surrounding the
final financing plan. The chart on the left shows the total spending for
the CA/T for 2008 and for the life of the project.

During FY07, Massport paid the Commonwealth approximately $25
million in partial satisfaction of amounts owed for certain portions of
the CA/T project consisting of roadways, viaducts and other structures
located at Logan International Airport in East Boston. $12.4 million
remains to be paid.

The graph Capital Projects Funds — Fund Balance (Deficit) shows the
combined fund balance in Capital Projects Funds for the past five years.
The majority of the individual funds remain in deficit due to the timing
differences between bonding and expenditures offset by surpluses in
three funds. These three funds include a fund for central artery and
statewide roads and bridge construction, a fund for the
Commonwealth’s convention centers and a fund for the federal highway
construction program. These funds contain designated reserves or
escrows where the Commonwealth is able to legally arbitrage revenues
consistent with the provisions of the existing tax code.

The Capital Projects Funds — Operations table on the page 14 includes
the FY08 Capital Projects Funds, summarized and compared to FYQ7.
Financial statements for each of the individual funds are included in the
financial section of this report.

The Administration continues to oversee a coordinated fiscal strategy
for the management of Capital Project Funds. This strategy includes a
five — year capital budget linked to debt management and capital
management. The focus of this strategy is to manage capital spending
within outstanding debt levels the Administration considers appropriate
for the Commonwealth. An important part of the strategy is to control
capital spending within an administrative “cap.”

As part of this strategy, the Administration restructured the bond funded
portion of the cap to $1.5 billion for FY08 and increasing $125 million
annually through FY12. Under the plan, an annual borrowing limit was
set to keep debt service expenditures, inclusive of all debt, grant
anticipation notes, all forms of contract assistance and certain capital
lease financings to 8% of budgeted revenues. However, we must
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be vigilant in these times of tight liquidity to sell bonds where
authorized and possible and where they will fit into caps to keep
operating cash flowing.

At and subsequent to year end, the Commonwealth enacted several
sweeping bond authorizations including:

e  $2.2 billion for new higher education buildings, renovation projects
and capital improvements at each of the Commonwealth’s public
higher education campuses.

e $40 million for a Massachusetts Broadband Institute within a
separate authority of the Commonwealth (the Massachusetts
Technology Collaborative).

e Nearly $1.3 billion for affordable housing.

e $1.6 billion for transportation improvements (leveraging $1.9
billion in federal reimbursements) in order to bring the
Commonwealth into compliance with federal highway
administration and federal transit authority orders.

e A second $1.4 billion bond bill for roads, bridges and other
transportation related projects.

o Nearly $1.7 billion for open space, parks, “clean energy” projects
and to rebuild park infrastructure.

e $3.3 hillion of general government capital needs for public safety,
municipal and state facilities, information technology, correctional
and court facilities.  Information technology initiatives will
modernize systems at the Department of Revenue and the Registry
of Motor Vehicles.

e An additional nearly $3 billion to finance an accelerated
structurally deficient bridge program that includes over 250 bridge
projects over the next eight years with approximately $1.9 billion in
special obligation bonds secured by a portion of gasoline taxation
and $1.1 billion of GANS.

De-authorization of previously issued capital appropriations are also
included as part of many of these bills. These de-authorizations will
occur in FY09. Even though the new authorizations are for
approximately $15 billion, the Commonwealth will determine the
timing and extent of capital spending and bonding as part of its five
year capital plan.
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Capital Projects Funds - Operations

(Amounts in thousands)

2007 2008
Beginning fund balance (defiCit).........cccccovvviverieieneiiiennn, $ (208,820) 3 5,674
Revenues and other sources:
Federal grants and reimbursements............ccccoceverereennn. 24,881 20,583
Departmental and miscellaneous.............ccccceoeieiiinnnns 70,030 67,687
Proceeds from bonds, including premiums...........cc........ 1,603,940 1,305,945
Proceeds of refunding bonds...........cccccooviiiiicicnnnen 1,530,558 -
Transfer for Federal Reimbursements..............cccoeaeen. 332,244 326,358
Transfers and other SOUICES...........cccveiiiiienieiiieie s 237,455 187,671
Total revenues and Other SOUICES.........cceverereeieieniieienienns 3,799,108 1,908,244
Expenditures and other uses:
ACqUISItioN OF aSSELS.......c.eivviiieiieie e 1,804,298 1,899,306
Payments to refunded bond eSCrow............ccccveveveeennnne. 1,530,558 -
Transfers and Other USeS...........coeveiiieninenieicce e 249,758 220,264
Total expenditures and Other USES...........cccvvvevvevienveninennn, 3,584,614 2,119,570
Excess (deficiency) of revenues and
other sources over expenditures and USES................... 214,494 (211,326)
Ending fund balance (defiCit)..........ccooovviniinininiinien, $ 5674  $ (205,652)

Commonwealth of Massachusetts

The Fiduciary Funds (Excluding Agency Funds)

The Fiduciary Funds record the Commonwealth’s responsibility for
assets it controls on behalf of other parties. Examples of such funds are
the Unemployment Compensation and Post Employment Benefit Trust
Funds. The table on the following page, which excludes assets held on
a purely custodial capacity in so-called Agency Funds, summarizes the
FYO08 activity of the Fiduciary Funds. Nearly 96% of the Fiduciary
Fund assets are related to the Commonwealth’s Post — Employment
Benefit Trust Funds detailed in fund statements found in this report.

An approximately $1.3 billion operating loss in this fund group is
primarily the net of three significant events:

e The net change in value of pension assets decreased by
approximately $1.1 billion, reflecting equity and credit market
declines. However the Pension Reserves Investment Trust
Fund (PRIT) continues to return an average annual return of
10.9% since its inception in 1985.

e Aninflow of $328 million from the Health Care Security Trust
Fund to fund past employment health care benefits.

14 Statutory Basis Financial Report



e Employer and employee contributions exceeded payments to
the unemployed in the Commonwealth from the
Unemployment Compensation Trust Fund by approximately
$147 million, even though expenditures from the Fund
increased by $155 million during the year.

The pension valuation is based on data as of January 1, 2008. Details of
this valuation are outlined in Note 11 to the financial statements. The
value of pension assets of the public retirement systems increased from
FYO07 to FYO08, resulting in an increase in funded status from 75.2% to
78.6%. During FY07 and FYO08, the Public Employee Retirement
Administration Commission completed an updated experience study
Analyses (covering the years 2000-2005) of the State Retirement
System in 2007 and the Massachusetts Teachers’ Retirement System in
2008. January 1, 2008 is the first actuarial valuation using the revised
assumptions. Overall the total cost using the revised assumptions is
about the same as the cost using the prior assumptions. There was a
slight increase in actuarial accrued liability and a slight decrease in
employer normal cost. Actuarial value of assets used in the valuation
stood at 90.5% of market value for the State Retirement System and
90.4% of market value for the Massachusetts Teachers’ Retirement

System.

Fiduciary Fund - Operations (Excluding Non-Expendable Trusts)

(Amounts in thousands)

Beginning fund balancCe...........cccooviiiiiiiiiiic s

Revenues and other sources:

Departmental and Other reVENUES...........cocvvverereiisie e
Interfund transfers and Other SOUICES..........cccovvvverereinsie e
Unrealized and realized investment earnings / (I0SS€S).......ccccccvvevennns

Total reVENUES AN0 SOUICES........uviieieriieeeetieee st s et e e s erree e s s srae e e s eaaees

Expenditures and other uses:

EXPENAITUIES. ..ottt bbb
INEErFUND TrANSTEIS....oiiieeiee e

Total eXpenditures aNd USES.......ccicvruerierierieresieeeesesiesieeeresse e sreaeseenes

Excess of revenues and sources over expenditures and uses /

(expenditures and uses over revenues and SOUICES).........cvververereeerereenens

Ending fund BalanCe...........ccoovvivieiinec e

Commonwealth of Massachusetts 15

2007 2008

........... $ 40,012,902  $ 48,085,648
............ 1,622,561 1,542,900
............ 50,440 70,962
............ 2,444,595 3,674,793
............ 10,254 18,810
............ 7,883,547 (1,138,794)
............ 12,011,397 4,168,671
........... 4,703,215 5,402,579
............ 135,436 111,091
............ 4,838,651 5,513,670
............ 7,172,746 (1,344,999)
............ $ 48,085,648  $ 46,740,649
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The Non-Appropriated Funds of Higher Education

The SBFR includes the financial operations of the non-appropriated
funds of the 25 institutions of higher education in the statistical section
of this report. Each institution of higher education is authorized and
directed in its enabling statute to collect, retain and expend certain fees,
rents, sales, donations, federal financial participation and other types of
revenue through campus based systems. These financial resources are
integral parts of the total financial activity of each campus. They also
represent resources in addition to amounts made available from
Commonwealth appropriations. Over the past few years, significant
efforts have been made by our office and the institutions to improve the
accuracy and timeliness of the higher education segment of the financial
report.

Non-Appropriated Funds Of Higher Education - Operations

Beginning fund balance...........c.ccccoeenene.

Revenues and other sources:

Federal grants and reimbursements....

Departmental and miscellaneous.......

Transfers and other sources ...................

Total revenues and other sources.................

Expenditures and other uses:

Programs and Services..........c.ccccoerreuenene

Total expenditures and USES............ccccvrvnee.

(Amounts in thousands)

2007 2008

....................................................................................... $ 747,388 $ 798,090

440,802 386,747
1,250,399 1,563,499

....................................................................................... 1,050,713 876,236
....................................................................................... 2,741,914 2,826,482

....................................................................................... 2,691,212 2,927,824
....................................................................................... 2,691,212 2,927,824

Excess (deficiency) of revenues and other sources over expenditures and other USeS............c.c.cceeen. 50,702 (101,342)

Ending fund balance...........ccccccoovrcinnnne

Non-Appropriated Funds of Higher
Education — Fund Balance
(Amounts in Millions)

$820
$800
$780
$760
$740
$720
$700
$680
$660
$640

FY04 FY05 FY06 FYo07 FY08

Commonwealth of Massachusetts

....................................................................................... $ 798,090 $ 696,748

The Non-Appropriated Funds of Higher Education — Operations table
includes the FYO08 funds, summarized and compared to FYO07.
Financial statements for each of the individual funds are included in the
statistical section of this report. The graph Non-Appropriated Funds of
Higher Education — Fund Balance shows the combined fund balance for
the past five years. The combined balance represents approximately
$418 million for the University of Massachusetts, approximately $124
million for the State College system and approximately $155 million for
the Community Colleges. These balances are designated for specific
purposes, such as restrictions on endowments or other specialized
purposes specified by the funding contributions.
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Comptroller Priorities

The Office of the Comptroller continues to work in collaboration with
Department Chief Financial Officers to balance efficiency and
accountability in Commonwealth financial operations. An ongoing key
to this balance is the Office of the Comptroller and CFO’s working in
partnership in implementing these goals. We have emphasized that
systems depend on people who are integral to those systems. This
recognizes that fiscal officers of the Commonwealth are being given
increased authority and at the same time being held accountable,
ensuring a balance of efficiency and integrity of the financial operations
of the Commonwealth. We strike this balance between efficiency and
integrity of operations through constant risk assessment and effective
risk mitigation.

In FY08, attention was focused on improving financial efficiency and
accountability within the Commonwealth with a focus on
environmentally friendly information dissemination and further
expanding the use of the complete capabilities of the financial system.
The Comptroller launched a number of parallel initiatives to accomplish
these goals:

e Paperless Remittance Advices

The Commonwealth has gone to almost 100% electronic funds
transfer for employee payments; however the accompanying pay
advice was still distributed manually to most employees. The
Comptroller provides a secure web site where employees through a
login and password can access their pay advice and prior period
information, increasing employee access to information at a
significantly reduced cost. The site provides secure access to an
informational W-2. In FYQ7, we released a complete upgrade of
this application and rolled it out to the entirety of State
Government. In FY08, our focus was marketing to employees to
use this site as their primary source for payroll advices. Now
employees use self-service to suppress their advice through PaylInfo
and in the first 4 months the number of employees doubled to 19%
or almost 14,000. Our “going green” campaign continues in
FY09.

e Internal Audit
We have redeployed existing staff from processing and pre-audit
functions within the office to a Quality Assurance Bureau. Using
specialized data analysis tools, the Bureau supplements standard
agency reviews with data mining techniques which identify
transactions by risk profile, thus allowing the bureau to target
certain risk profiles on a statewide basis.

e  Streamlined Customer Support
The office supports state fiscal staff in a variety of ways. An
independent assessment of these offerings identified potential
improvements. In FY08, we updated our training program, initiated
more outreach to fiscal staff outside the Boston area and enhanced
on-line resources including updated and additional job aids and
completely re-vamped e-learning sessions. Webcast training, as
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well as a webcast option for the several user group meetings
offered by this office, is widely used and valued by the many local
and satellite business offices around the Commonwealth.

Paperless Transactions

To the extent transaction profiles do not warrant delegation, using
MMARS to capture supporting documentation electronically within
the actual transaction reduces initial processing costs along with the
long term costs of archiving and later retrieving those documents.
In the initial pilot, 7,000 transactions were converted to be
completely paperless.

Maximizing Prompt Pay Discounts

The Comptroller’s Office establishes system parameters to
automatically schedule payments for issuance based on the cash
flow needs of the Commonwealth along with maximizing discounts
offered by vendors for prompt payment. Year over year, the growth
of discounts offered with vendor contracts (18%) and discounts
realized by departments (32%) brings real savings to departments’
line items. In FY08 $3.4 million was saved. This will continue to
be a high profile project for FYQ09.

E-Receipts

Security of credit card and other revenue transactions where a
citizen interacts with the Commonwealth is extremely important.
During the year, we worked with two vendors to test the systems
and business processes that are part of the flow of e-commerce.
These tests will continue to evolve in the future as data security
standards change due to technology and security threats. We are
also focused on increasing receipts through e-commerce. The
obstacle to increasing internet — based transactions has been the
cost of credit card fees that can escalate dramatically for large
payments. Departments have started to accept automated clearing
house (ACH) receipts, lowering the cost of e-commerce
dramatically. The Commonwealth is about to procure a new e-
commerce contract during FY09 with a goal of increasing services
and lowering costs.

In FY09 we have outlined ongoing initiatives:

Upgrade of MMARS

With much of the work performed in FY08, as of this report we are
live with the upgrade of the financial system, MMARS. The
expertise and commitment of Commonwealth employees allows us
to perform these upgrades in house with existing operational
resources. Continuing our established strategy to keep current with
the baseline system provides expanding opportunities to streamline
financial operations, compliance and reporting.

Web Applications

In addition to the financial system, the Comptroller maintains seven
interactive web sites serving Commonwealth vendors, state
employees, and processing internal transactions between this office
and state departments. During FY08, we undertook a major
initiative to provide a singular platform to house and secure these
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applications and functionality for Intranet operations. In FY09
development and implementation of the specialty programs will be
incorporated within the framework.

e  Encouraging Shared Services
Shared services that are performed properly and authorized in law
may lower the overall cost of operations through the reduction of
redundant functions within Secretariats. The Commonwealth
should also consider consolidating back office functions for smaller
departments to increase internal controls and lower costs.

o Upgrade of HR/CMS

The Human Resource/Compensation Management System is being
upgraded over the next 2 years. This multi-phase upgrade will
enable the Commonwealth to bring processing and functional
improvements, including time and attendance and labor, to the
central payroll system. In addition, the ability to offer enterprise-
wide talent management solutions and self-service functionality to
employee directed data will present sustained benefits to the
Commonwealth.

e Reinvigorating Internal Controls

The economic downturn led to difficult but necessary actions
earlier this month by the Governor and the Secretary of
Administration and Finance to make cuts in spending across the
Commonwealth. Our immediate task will be to support departments
in swiftly but thoughtfully implementing these reductions. Second,
during an economic downturn, it is vitally important to maintain
internal controls to continue operations and safeguard resources.
Over the years, we have instituted strong internal controls through
an ongoing campaign. We will continue to train agencies and
review agency operations, working with agencies to lower risk.

As we close the books for FY08, I again would like to express my
thanks to the many dedicated employees within the Office of the
Comptroller. T am proud to have all the employees of the Comptroller’s
Office on my team to help tackle these and other difficult issues as we
prepare for the year ahead. And a special note of congratulations to
Steve Hamilton and the members of the Disaster Recovery team: Kathy
Lambert, Rob Pashkowsky, Wing Chan, Peter Murphy, Ralph
DeParolisa, who were recipients of the 2008 Manuel Carballo
Governor’s Award for Excellence in Public Service, the highest award
the Commonwealth issues for individuals excelling to the pinnacle of
what it means to be a public servant.

Respectfully submitted,

Martin J. Benison
Comptroller of the Commonwealth
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Electorate

| =5

Legislative Branch

Governor

House of Representatives
Senate

Sheriffs

Lieutenant Governor
Governor's Council
Attorney General
Inspector General

Office of the Comptroller

Executive Branch
State Auditor

Secretary of the Commonwealth
Treasurer and Receiver General

District Attorneys
Ethics Commission

Disabled Person Protection Commission

Independent Offices and Commissions

Office of Campaign and Political Finance

Judicial Branch

Supreme Judicial Court

Appeals Court

Trial Court

Committee for Public Counsel
Board of Bar Examiners
Commission on Judicial Conduct
Mental Health Legal Advisors

Administration and Finance

Executive Office of Administration
and Finance

Appellate Tax Board

Bureau of State Office Buildings

Civil Service Commission

Department of Revenue

Developmental Disabilities Council

Division of Administrative Law Appeals

Division of Capital Asset Management
and Maintenance

George Fingold Library

Group Insurance Commission

Human Resource Division

Information Technology Division

Massachusetts Office on Disability

Operational Services Division

Public Employee Retirement
Administration Commission

Massachusetts Teachers' Retirement System

Public Safety

Executive Office of Public Safety and Security
Chief Medical Examiner

Municipal Police Training Committee

Criminal Justice Training Council

Department of Correction

Department of Fire Services

Department of Public Safety

Department of State Police

Massachusetts Emergency Management Agency
Merit Rating Board

Military Division/ Massachusetts National Guard
Parole Board

Sex Offender Registry

State Agencies

Housing and Economic Development
Executive Office of Housing and Economic
Development
Department of Business & Technology
Office of Consumer Affairs & Business
Regulations
Department of Telecommunications
and Cable*
Division of Banks
Division of Insurance
Division of Housing & Community Development
Division of Professional Licensure
Division of Standards
State Racing Commission

Energy and Environmental Affairs

Executive Office of Energy and Environmental
Affairs

Department of Conservation and Recreation

Department of Environmental Protection

Department of Food and Agriculture

Department of Fish and Game

Department of Public Utilities

Division of Energy Resources

State Reclamation Board

Transportation and Public Works

Executive Office of Transportation and
Public Works

Massachusetts Highway Department

Massachusetts Aeronautics Commission

Registry of Motor Vehicles

Labor and Workforce Development

Executive Office of Labor and Workforce
Development

Department of Labor

Department of Workforce Development

Division of Industrial Accidents

*Division of Labor Relations

Health and Human Services
Executive Office of Health and

Human Services
Executive Office of Elder Affairs
Department of Mental Health
Department of Mental Retardation
Department of Public Health
Department of Social Services
Department of Transitional Assistance
Department of Veterans' Services
Department of Youth Services
Division of Health Care Finance & Policy
Massachusetts Commission for the Blind
Massachusetts Commission for the Deaf

and Hard of Hearing

Massachusetts Rehabilitation Commission
Office for Refugees and Immigrants
Soldiers’ Home, Holyoke
Soldiers’ Home, Massachusetts

Education

**Executive Office of Education

Department of Elementary and
Secondary Education

Department of Higher Education

Office of Early Education and Care

University of Massachusetts System

State and Community Colleges

Educational Quality & Accountability

Health Care Security Trust

Board of Library Commissioners

Commission Against Discrimination

As of June 30, 2008

*Established November 12, 2007 in accordance with Article 87 of the Massachusetts Constitution
**Established March 10, 2008 in accordance with Article 87 of the Massachusetts Constitution

Commonwealth of Massachusetts
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M KPMG LLP Telephone 617 988 1000

99 High Street Fax 617 507 8321
Boston, MA 02110-2371 Internet www.us.kpmg.com

INDEPENDENT AUDITORS’ REPORT

Mr. Martin Benison, Comptroller
The Commonwealth of Massachusetts

We have audited the accompanying combined financial statements — statutory basis of the
Commonwealth of Massachusetts as of and for the year ended June 30, 2008, as listed in
the table of contents. These combined financial statements — statutory basis are the
responsibility of the management of the Commonwealth of Massachusetts. Our
responsibility is to express an opinion on these combined financial statements — statutory
basis based on our audit. The prior year summarized comparative information has been
derived from the Commonwealth of Massachusetts’ 2007 combined financial statements -
statutory basis and in our report dated October 26, 2007 we expressed an unqualified
opinion on those financial statements.

We conducted our audit in accordance with auditing standards generally accepted in the
United States of America and the standards applicable to financial audits contained in
Government Auditing Standards issued by the Comptroller General of the United States.
Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the combined financial statements — statutory basis are free of
material misstatement. An audit includes consideration of internal control over financial
reporting as a basis for designing audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the Commonwealth of Massachusetts’ internal control over financial reporting.
Accordingly, we express no such opinion. An audit also includes examining, on a test
basis, evidence supporting the amounts and disclosures in the combined financial
statements — statutory basis, assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall combined financial
statements — statutory basis presentation. We believe that our audit provides a reasonable
basis for our opinion.

As described in Note 2, the combined financial statements — statutory basis were prepared
in conformity with the basis of accounting that demonstrates compliance with
Massachusetts General Laws and budgetary principles of the Commonwealth of
Massachusetts, which is a comprehensive basis of accounting other than U.S. generally
accepted accounting principles.
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In our opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of the Commonwealth of Massachusetts, as of June 30,
2008, and the results of its operations for the year then ended, on the basis of accounting
described in Note 2.

Our audit was conducted for the purpose of forming an opinion on the combined financial
statements — statutory basis, taken as a whole. The introductory section, combining and
individual fund statements — statutory basis, supplemental information and statistical
section listed in the foregoing table of contents, are presented for purposes of additional
analysis and are not a required part of the combined financial statements — statutory basis
of the Commonwealth of Massachusetts. The 2008 combining and individual fund
statements - statutory basis and supplemental information have been subjected to the
auditing procedures applied in our audit of the combined financial statements — statutory
basis and, in our opinion, are fairly stated in all material respects in relation to the
combined financial statements — statutory basis for the year ended June 30, 2008, taken as
a whole. We also have previously audited, in accordance with auditing standards
generally accepted in the United States of America, the Commonwealth of
Massachusetts’ combined financial statements - statutory basis for the year ended June
30, 2007, which are not presented with the accompanying financial statements. In our
report dated October 26, 2007, we expressed an unqualified opinion on those financial
statements. In our opinion, the 2007 combining and individual fund statements -
statutory basis and supplemental information are fairly stated in all material respects in
relation to the combined financial statements-statutory basis for the year ended June 30,
2007, taken as a whole.

The introductory and statistical sections have not been subjected to the auditing
procedures applied in the audit of the combined financial statements — statutory basis and,
accordingly, we express no opinion on them.

In accordance with Government Auditing Standards, we will issue a report on our
consideration of the Commonwealth of Massachusetts’ internal control over financial
reporting and on our tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements and other matters. The purpose of that report is to
describe the scope of our testing of internal control over financial reporting and
compliance and the results of that testing, and not to provide an opinion on the internal
control over financial reporting or on compliance. That report is an integral part of an
audit performed in accordance with Government Auditing Standards and should be
considered in assessing the results of our audit.

This report is intended solely for the use of elected and appointed officials of the

Commonwealth of Massachusetts and is not intended to be and should not be used by
anyone other than these specified parties.

KPMe LP
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All Fund Types And Account Groups
Combined Balance Sheet - Statutory Basis

June 30, 2008
(Amounts in thousands)

Governmental Fund Types

Non-Budgeted
Special Capital
Budgeted Revenue Projects
ASSETS AND OTHER DEBITS
Cash and short-term iNVESEMENTS.........ovieurieirireeeseiseree e $ 2,290,681 $ 1,340,473 $ 240,675
Cash on deposit With U.S. Treasury.........ccccoeeerrerinnseeienniseeseseeieeenas - - -
Cash With fiSCal @GENT.........ceiiriririiieee e 15,619 755,002 154,990
Investments................. . 388,077 40,543 -
Assets held in trust - - -
Receivables, net of allowance for uncollectibles:
Due from federal goOvErNMENL............ccceiriiiiiiniireeeeesee e 441,748 361,755 1,743
Other reCeIVaDIES. ..........oviciciee s 17,757 2,873 -
Due from Cities and tOWNS.........cceuererirrrrniieee s 6,674 - -
Due from other fUNAS.........ccceeeiiic s 5,609 - 65,060
Fixed assets:
Land.......... - - -
Buildings - - -
Machinery and qUIPMENT...........coriiiireesee e - - -
INFrASTIUCTUTE. ... s - - -
CONSLIUCLION 1N PrOGIESS. ... cueuiveerieriririeteseieieteiee sttt sesieseneneas - - -
Amount available for retirement of long-term obligations........................ - - -
Amount to be provided for retirement of long-term obligations............... - - -
Total assets and other debits..........ccooevrieicneee e, $ 3,166,165 $ 2,500,646 $ 462,468
LIABILITIES, FUND EQUITY AND OTHER CREDITS
Liabilities:
Deficiency in cash and short-term investments.............ccovcevvesrevernnnns $ - $ 44,198 $ 386,289
Accounts payable.. 659,658 475,159 278,260
Accrued payroll..... 100,687 6,134 3,571
AGENCY TTaDTITIES. ... - - -
Due to CitieS aNd tOWNS........ccerimiriririiceeee s - - -
Due to Other fUNGS..........ccovviiii e, - 65,060 -
CaPItAl IASES. ......eveeeiieiete e - - -
Compensated absences.... - - -
Bonds and notes payable. - - -
Claims and judgments..... - - -
\WOrKers COMPENSALION........cciviuiuiriiieieieisisiee et - - -
Total HaDilItIeS. ......c.cvvvieccr e 760,345 590,551 668,120
Fund equity and other credits:
Investment in general fixed aSSEts...........cceeiririreieniiieee e - - -
Fund balances (deficit):
Reserved for:
Continuing apPropriations...........ccocoeeeueeirinireereeeeee e 155,860 - -
Commonwealth Stabilization............... . 2,119,194 - -
Bay State Competitiveness Investment . - - -
DEDE SEIVICE. ...ttt s 15,619 755,002 154,990
Employees' post - employment benefits............ccocovvriiiniiciciinns - - -
Unemployment benefits.........cccovriiiiicciieeee e - - -
Capital PrOJECES. ....ciiieeeiiirisiei et - - 102,760
Unreserved:
Designated for specific purpose. - 1,233,867 -
UNAESIGNALEA. .....ceiiciriiiieieee et 115,147 (78,774) (463,402)
Total fund equity and other Credits..........cooeeiirivneienieseeeeee 2,405,820 1,910,095 (205,652)
Total liabilities fund equity and other credits..........c.cocoovvrrvrencnnnn: $ 3,166,165 $ 2,500,646 $ 462,468

See notes to combined financial statements - statutory basis.
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Totals

Fund Types Account Groups (Memorandum only)
General General
Trust and Fixed Long-term
Agency Assets Obligations 2008 2007
$ 965,198 $ - $ - 4,837,027 $ 5,955,742
1,412,712 - - 1,412,712 1,257,898
- - - 925,611 970,991
44,863,921 - - 45,292,541 47,330,395
778,156 - - 778,156 867,785
- - - 805,246 982,988
9,194 - - 29,824 59,077
- - - 6,674 58,637
- - - 70,669 74,582
- 1,134,678 - 1,134,678 1,092,159
- 4,002,898 - 4,002,898 1,985,557
- 892,717 - 892,717 256,401
- 18,989,743 - 18,989,743 13,444,423
- 2,471,075 - 2,471,075 2,279,521
- - 925,611 925,611 970,991
- - 18,659,229 18,659,229 18,913,993
$ 48,029,181 $ 27,491,111 $ 19,584,840 101,234,411 $ 96,501,140
$ - $ - $ - 430,487 $ 1,652,751
133,589 - - 1,546,666 1,779,193
1,129 - - 111,521 84,055
1,072,040 - - 1,072,040 1,183,241
70,330 - - 70,330 51,565
5,609 - - 70,669 74,582
- - 83,741 83,741 81,351
- - 468,579 468,579 424,822
- - 18,734,440 18,734,440 18,948,201
- - 27,000 27,000 118,000
- - 271,080 271,080 312,610
1,282,697 - 19,584,840 22,886,553 24,710,371
- 27,491,111 - 27,491,111 19,058,061
- - - 155,860 341,036
- - - 2,119,194 2,335,021
- - - - 100,000
- - - 925,611 970,991
44,883,404 - - 44,883,404 46,432,275
1,404,947 - - 1,404,947 1,257,898
- - - 102,760 128,048
458,133 - - 1,692,000 1,599,107
- - - (427,029) (431,668)
46,746,484 27,491,111 - 78,347,858 71,790,769
$ 48,029,181 $ 27,491,111 $ 19,584,840 101,234,411 $ 96,501,140

Commonwealth of Massachusetts
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All Governmental Fund Types And Expendable Trust Funds

Combined Statements Of Revenues, Expenditures And Changes In Fund Balances - Statutory Basis

Fiscal Year Ended June 30, 2008
(Amounts in thousands)

REVENUES AND OTHER FINANCING SOURCES

Revenues:

AASSESSIMENES. ... eeoeeeeeseeeeee ettt bbb bbb s et en
Federal grants and reimbursements .
TObaCCO SELtIEMENT FEVENUE. ........cveiiieiciictetere s
DEPAMMENTAL....cuiviiiriiiiiiis s
Payments from authorities... .
MISCEIIANEOUS. ...

TOLAl FEVENUES. ...ttt ettt bbbt betens

Other financing sources:
Proceeds of general and special obligation bonds.............ccccocvveieninenns
Bond premiums
Proceeds of refunding BONGS...........cccvieiiiiiiniiiiee s
Fringe benefit COSt FECOVEIY......c.ccuieuiiiiiiiiiise s
Lottery reimbursements.... .
Lottery distriDULIONS...........cvoviieirieieieicceeeee e
Lottery defiCit SUDPOIT.........ccveieieieieieceeee e
Tobacco settlement transfer.....
Excess permissible tax revenue...
Operating transfers in.................. .
Health care quality trust transfer............cccoee it iiii e
Uncompensated care pool transfer......... ..o
Health safety net trust transfer....
Commonwealth care transfer............ .o
Medical assiStance transfer... ..o
Stabilization transfer .
Transfer for Bay State Competitiveness INVEStMENt...........cceeveeeereriniinnnns
Other fund defiCit SUPPOIt.......c.civiiicirricieer e
Federal reimbursement transfer in .
State share of federal highway construction...............cococovvreneseiseeeenns
OhEr SOUICES. ....c.eviiaicteiiet et

Total other fiNanNCiNG SOUICES........coviiiiririieseeeeeee e
Total revenues and other finaNCiNG SOUFCES..........ovvvvvivreereierieiieincsneennns
EXPENDITURES AND OTHER FINANCING USES

Expenditures:

LGISIAIUIE. ...ttt
JUAICTAIY ...t bbb
Inspector General .
Governor and Lieutenant GOVEINOL.............cceveieenrciereneeeeesesiennene
Secretary of the CommONWEIN. ...
Treasurer and Receiver-General.
Auditor of the Commonwealth...
Attorney General..................
Ethics Commission
District Attorney...........
Office of Campaign & Political Finance... .
SHeriff's DEPArtMENTS. .........ovvviiriririciecieeeeeee e
Disabled Persons Protection COMMISSION.........ccoovreniiienniinsniseenene
Board of Library Commissioners .
COMPLTOIIET ...
Administration and fiNaNCe...........coovieiiieiir s
Energy and environmental affairs... "
Health and human SErViICeS...........couriiiceiiccr s
Transportation and PUBIIC WOTKS...........ccceeiiiiiiis e
Executive Office of Education:

Early education and care

Department of elementary and secondary education.

Higher education............cccovveveeiciiniiinins .
Public safety and homeland SECUTItY..........ccoveueieriiriiiniinisrss s

Commonwealth of Massachusetts
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Non-Budgeted

Special Capital

Budgeted Revenue Projects
$ 19,488,540 1,520,789 $ -
302,184 503,998 -
6,429,469 2,552,579 20,583
- 288,490 -
1,866,898 5,054,710 20,153
- - 12,500
409,559 802,906 35,034
28,496,650 10,723,472 88,270
- - 1,280,824
- - 25,121
359,297 - -
103,126 - -
1,014,642 - -
- 200,019 -
288,490 - -
368,854 194,129 19,491
- 109,276 -
- 1,047,663 -
- 376,700 -
315,000 - -
- 53,000 -
1,593,422 - -
- - 326,358
- - 168,180
4,042,831 1,980,787 1,819,974
32,539,481 12,704,259 1,908,244
58,090 - -
812,105 2,019 17,235
3,136 61 -
8,757 - -
43,981 6,740 1,860
125,326 5,485,941 27,643
18,999 - -
43,396 8,778 3,355
1,629 - -
101,954 2,290 -
1,170 - -
291,713 2,507 1,838
2,017 47 -
32,888 3,257 9,714
11,910 1,757 -
1,658,550 182,991 169,240
227,374 53,017 192,647
4,872,307 2,340,056 46,030
266,344 47,358 1,064,120
549,880 9,796 461
485,847 805,736 926
1,084,406 10,946 40,535
1,265,371 92,899 22,892



Fiduciary

Totals

Fund Type (Memorandum only)
Expendable
Trust 2008 2007
$ 1,542,900 22,552,229 21,471,748
55,948 862,130 848,821
70,962 9,073,593 8,869,180
- 288,490 247,340
160,483 7,102,244 6,743,116
- 12,500 -
337,660 1,585,159 1,027,407
2,167,953 41,476,345 39,207,612
- 1,280,824 1,551,492
- 25,121 52,448
- - 1,530,558
- 359,297 285,025
- 103,126 97,324
- 1,014,642 999,642
- 200,019 -
- 288,490 247,340
- - 86,986
8,739 591,213 499,133
- - 288,905
- - 290,000
- 109,276 -
- 1,047,663 722,100
- 376,700 364,013
- 315,000 90,883
10,000 63,000 100,000
- 1,593,422 -
- 326,358 332,244
- 168,180 211,174
71 71 92
18,810 7,862,402 7,749,359
2,186,763 49,338,747 46,956,971
- 58,090 59,103
448 831,807 787,929
- 3,197 3,170
- 8,757 5,129
- 52,581 54,745
62,893 5,701,803 5,331,709
70 19,069 18,345
4,100 59,629 57,829
- 1,629 1,554
6,376 110,620 101,681
- 1,170 2,446
252 296,310 276,002
- 2,064 1,903
21 45,880 16,606
35 13,702 13,772
9,141 2,019,922 2,189,567
31,646 504,684 483,391
39,438 7,297,831 6,631,636
644 1,378,466 1,404,086
- 560,137 517,647
5,637 1,298,146 1,188,160
6,628 1,142,515 1,158,768
44,558 1,425,720 1,258,791
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All Governmental Fund Types And Expendable Trust Funds
Combined Statements Of Revenues, Expenditures And Changes In Fund Balances - Statutory Basis

Fiscal Year Ended June 30, 2008
(Amounts in thousands)

Governmental Fund Types

Non-Budgeted
Special Capital
Budgeted Revenue Projects
Expenditures (continued):

Housing and economic development.............cceuevriueurerieieinnieiereneeieeeens 247,850 438,226 170,583
Labor and workforce development. . 84,620 178,250 10,846
DireCt [0CAI @IM.......cevieeieiieiieece ettt 5,040,468 9,848 -
Y [=To [ToT: YT RS TRT 8,246,342 - -
Pension.... 1,398,600 - -
Debt service:

Principal Fetir@MENT........coeueieiiiiii e 1,047,444 132,287 104,651

Interest and fisCal Charges.........covvvieirirrieeccece e 820,464 119,363 14,730
TOtal EXPENAITUIES. ....cveveveiirieiiiriir et 28,852,938 9,934,170 1,899,306

Other financing uses:

Payments to refunded bond eSCrowW agent.............ovvvvirrceeeeeeineninnecnnns - - -
Fringe benefit cost assessment........... . 90,716 78,960 48,473
Lottery operating reimbursements.. - 103,126 -
Lottery distributions..............c........ - 1,014,642 -
Federal reimbursement transfer OUL............cceeeiiiniinnse e - 326,358 -
State share of federal highway construction..............ccocvvvveceicinniiinnnnnns - - 168,180
Tobacco settlement tranSfer..........ovvvvircece e - 288,490 -
Health care quality improvement transfer............ccovvvvvececenciniin - - -
Excess permissible tax revenue............. . - - -
Uncompensated care pool transfer. - - -
Lottery deficit support................. . 200,019 - -
Health safety net trust transfer...........covvviiriececc - 109,276 -
Operating tranSfers OUL...........occeeiiiiiiirs s 142,275 343,327 3,611
Commonwealth Care tranSTer...........cccveeiiininns s 1,045,863 1,800 -
Medical assistance tranSTer...........ovvirieeeeee e 376,700 - -
State retiree benefits transfer... . 354,743 328,552 -
Stabilization transfer...........cocovvecnciiniinnins . 315,000 - -
Transfer for Bay State Competitiveness Investment .. . 63,000 - -
Other fund defiCit SUPPOIT........ccveviiiiiii e 1,593,422 - -
Total other fiNANCING USES.........c.cveviiriiieiiicieiciciee e 4,181,738 2,594,531 220,264
Total expenditures and other finanCing USES.........cccvovviriviriinieinsieseeeeenns 33,034,676 12,528,701 2,119,570
Excess (deficiency) of revenues and other financing sources

over expenditures and other finanCiNg USES...........covorvvrvrvieeieencieenes (495,195) 175,558 (211,326)
Fund balances at beginning of year . 2,901,015 1,734,537 5,674
Fund balances at end Of YEar...........c.ccceviiviveriicce e $ 2,405,820 $ 1,910,095 $ (205,652)

See notes to combined financial statements - statutory basis.
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Fiduciary

Totals

Fund Type (Memorandum only)
Expendable
Trust 2008 2007
22,931 879,590 2,138,329
1,636,981 1,910,697 449,970
- 5,050,316 5,041,017
- 8,246,342 7,840,906
- 1,398,600 1,335,176
- 1,284,382 1,416,538
- 954,557 935,279
1,871,799 42,558,213 40,721,184
- - 1,530,558
10,482 228,631 190,350
- 103,126 97,324
- 1,014,642 999,642
- 326,358 332,244
- 168,180 211,174
- 288,490 247,340
- - 288,905
- - 86,986
- - 290,000
- 200,019 -
- 109,276 -
100,609 589,822 497,750
- 1,047,663 722,100
- 376,700 364,013
- 683,295 -
- 315,000 90,883
- 63,000 100,000
- 1,593,422 -
111,091 7,107,624 6,049,269
1,982,890 49,665,837 46,770,453
203,873 (327,090) 186,518
1,653,373 6,294,599 6,108,081
$ 1,857,246 5,967,509 $ 6,294,599
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Budgeted Funds
Combined Statements Of Revenues, Expenditures And Changes In Fund Balances - Statutory Basis - Budget and Actual

Fiscal Year Ended June 30, 2008
(Amounts in thousands)

Variance
Favorable
Budget Actual (Unfavorable)
REVENUES AND OTHER FINANCING SOURCES
Revenues:
Taxes. $ 18,488,300 $ 19,488,540 1,000,240
Assessment - 302,184 302,184
Federal grants and reimbUrSEMENTS..........c.cceereiiicrce e 6,428,500 6,429,469 969
DEPAMENTAL .......eiviiieicteiei e 2,402,400 1,866,898 (535,502)
Miscellaneous 89,000 409,559 320,559
TOLAl FEVENUES. .......cvviiiiiiiiicit s 27,408,200 28,496,650 1,088,450
Other financing sources:
Fringe benefit cost recovery. - 359,297 359,297
LOttery reimbUISEMENTS. ...t ees 104,988 103,126 (1,862)
Lottery diStriDULIONS.........coiiiiriiicccc s 1,014,642 1,014,642 -
Tobacco settlement transfer. 244,000 288,490 44,490
Operating transfers in 642,213 368,854 (273,359)
Stabilization transfer 315,000 315,000 -
Other fund deficit support.... - 1,593,422 1,593,422
Total other financing sources.. 2,320,843 4,042,831 1,721,988
Total revenues and other finanNCiNG SOUICES..........coviieueierniirnieceres e 29,729,043 32,539,481 2,810,438
EXPENDITURES AND OTHER FINANCING USES
Expenditures:
Legislature 89,975 58,090 31,885
JUAICTANY ... 821,713 812,105 9,608
Inspector General 3,261 3,136 125
Governor and Lieutenant GOVEINON..........cc.cveeiueeeerieeeeeieieee e e et ssereere e saeseens 10,246 8,757 1,489
Secretary of the Commonwealth 44,197 43,981 216
Treasurer and Receiver-General 138,845 125,326 13,519
Auditor of the CommOonWealth.............cccoviviiii s 19,002 18,999 3
Attorney General 43,918 43,396 522
Ethics Commission... 1,641 1,629 12
District Attorney.... 102,871 101,954 917
Office of Campaign & Political FINaNCe..........covvviveeiiiiieeeee s 1,194 1,170 24
Sheriff's Departments 295,525 291,713 3,812
Disabled Persons Protection Commission.... 2,019 2,017 2
Board of Library Commissioner: 32,888 32,888 -
Comptroller 12,261 11,910 351
Administration and finance 1,734,887 1,658,550 76,337
Energy and environmental affairs.. 235,303 227,374 7,929
Health and human services 4,927,339 4,872,307 55,032
Transportation and PUBIIC WOTKS...........cveeiiiiie s 281,405 266,344 15,061
Executive Office of Education:
Early education and care.... 551,474 549,880 1,594
Department of elementary and secondary education 512,764 485,847 26,917
Higher education 1,087,956 1,084,406 3,550
Public safety and homeland security. 1,291,783 1,265,371 26,412
Housing and economic development 267,305 247,850 19,455
Labor and workforce development. 106,084 84,620 21,464
Direct 10Cal @id..........ccovuiiiiiiiiiii 5,040,468 5,040,468 -
Medicaid 8,248,486 8,246,342 2,144
PENSION.....oiviiiiiiiii 1,398,600 1,398,600 -
Debt service:
Principal retirement 1,061,811 1,047,444 14,367
Interest and fisCal Charges.........ocovveiiriiicc 836,828 820,464 16,364
Total expenditures 29,202,049 28,852,938 349,111
Other financing uses:
Fringe benefit COSt aSSESSMENT........c.cvuiiiiiccier s - 90,716 (90,716)
Operating transfers out 117,614 142,275 (24,661)
Commonwealth care transfer 789,650 1,045,863 (256,213)
Medical assistance transfer. 251,000 376,700 (125,700)
State retiree benefits 343,243 354,743 (11,500)
Stabilization transfer 315,000 315,000 -
Lottery deficit support. - 200,019 (200,019)
Transfer for Bay State Competitiveness Investment. 63,000 63,000 -
Other fund deficit support - 1,593,422 (1,593,422)
Total other financing uses.... 1,879,507 4,181,738 (2,302,231)
Total expenditures and other financing uses 31,081,556 33,034,676 (1,953,120)
Excess (deficiency) of revenues and other financing
sources over expenditures and other finaNCING USES........cccvvvvirierieeiniieceeieins (1,352,513) (495,195) 857,318
Fund balances at beginning Of YEar..........ccccvvvvviiienecee e 2,901,015 2,901,015 -
Fund balances at end of year. $ 1,548,502 $ 2,405,820 857,318

See notes to combined financial statements - statutory basis.
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Nonexpendable Trust Fund
Statement Of Revenues, Expenses And Changes In Fund Balances - Statutory Basis

Fiscal Year Ended June 30, 2008
(Amounts in thousands)

(Memorandum only)

2008 2007
REVENUES
Revenues:
INVESTMENT BAMMINGS. ....e. vttt $ - $ -
TOAl FEVENUES. ..ottt - -
EXPENSES
Expenses:
Treasurer and Receiver-General...........cooveveneineinecseseses - -
TOtAl EXPENSES. ...vvcveeeetertitereeese st sttt e resa b ae e e nesrenes - -
Excess (deficiency) of revenues Over eXPENSES.......ccovvrveveerereereerierennens - -
Fund balances at beginning of Year...........ccccooeveiiiiiieniene s 5,834 5,834
Fund balances at end Of Year..........ccccvoovvvriniiciciese e $ 5,834 $ 5,834

See notes to combined financial statements - statutory basis.
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Post - Employment Benefit Trust Funds

Combined Statements of Changes in Net Assets Available for Post - Employment Benefits - Statutory Basis

Fiscal Year Ended June 30, 2008
(Amounts in thousands)

2008
Additions:
CONETIDULIONS. ..ttt ettt e et e s e st e s e s e e e eeneeeneaenean $ 2,082,388
Other additioNS.........covviiieiiicie e ere e 1,038,314
TOtal CONIIDULIONS. ...ttt ettt et r e s e e s e e rae e 3,120,702
Net investment income:
Net appreciation in fair value of investments...........c.ccocevviviniiiennn, (1,138,793)
B0 £ LT [o [1 [ 0 TR ORI 1,981,909
Deductions:
Administration reimburSEMENt..........ocvevveiiieiie it 22,548
Retirement benefits and refunds............oocvveeee e 3,508,232
Total dEAUCTIONS......viciviiiiiicric et 3,530,780
Net INCrease / (ABCIBASE) .....vcvrveverirerierieesesie e (1,548,871)

Net assets available for post - employment benefits
at beginning of year (fund balances reserved

for employees' post - employment benefits)..........ocoovvvevninineincnn, 46,432,275

Net assets available for post - employment benefits
at end of year (fund balances reserved

for employees' post - employment benefits)........cc.coovvnineiniiiencne, $ 44,883,404

See notes to combined financial statements - statutory basis.
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2007

$ 1,335,747
531,027

1,866,774

7,883,547
9,750,321

22,364
2,952,686

2,975,050

6,775,271

39,657,004

$ 46,432,275
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Notes to Combined Financial Statements - Statutory Basis
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Notes to Combined Financial Statements - Statutory Basis Fiscal Year Ended June 30, 2008

1. FINANCIAL STATEMENT PRESENTATION

A. Introduction

B. Statutory Basis

C. Governmental Fund
Types

Commonwealth of Massachusetts

The accompanying combined financial statements (Statutory Basis Financial
Report) of the Commonwealth of Massachusetts (the Commonwealth) are
presented in accordance with the requirements of Section 12 of Chapter 7A as
amended by Section 4 of Chapter 88 of the Acts of 1997 of the Massachusetts
General Laws. The Office of the Comptroller also publishes the
Commonwealth’s Comprehensive Annual Financial Report (CAFR) which is
prepared in accordance with accounting principles generally accepted in the
United States of America (GAAP) for governments.

The Statutory Basis Financial Report (SBFR) includes all the budgeted and non-
budgeted funds and account groups of the Commonwealth, as recorded by the
Office of the Comptroller in compliance with Massachusetts General Laws and
in accordance with the Commonwealth’s budgetary principles.

The Statutory Basis Financial Report’s Financial Statements are not intended to
include independent authorities, non-appropriated funds of higher education or
other organizations included in the Commonwealth’s reporting entity as it would
be defined under GAAP.

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

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

The Fund types and account groups are organized as follows:

Governmental Fund Types account for the general governmental activities of the
Commonwealth.

Budgeted Funds — are the primary operating funds of the Commonwealth. They
account for all budgeted governmental transactions. Major budgeted funds
include the General, Stabilization and Highway funds, which are identified by
the Comptroller as the operating funds of the Commonwealth.

Non-Budgeted Special Revenue Funds — are established by law to account for
specific revenue sources that have been segregated from the budgeted funds to
support specific governmental activities such as federal grants, funds related to
the tobacco settlement and the operations of the state lottery.

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 from proceeds of bonds and other obligations, which are
generally received after related expenditures have been incurred, operating
transfers authorized by the Legislature and from federal reimbursements.
Deficit balances in Capital Projects Funds represent amounts to be financed.
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Notes to Combined Financial Statements - Statutory Basis Fiscal Year Ended June 30, 2008

D. Fiduciary Fund Types

E. Account Groups

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

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

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

Post Employment Benefit Trust Funds — account for the net assets available for
plan benefits held in trust for the State Employees’ and Teachers’ Retirement
Systems and Other Post Employment Benefits (OPEB) for retirees.

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.

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

General Fixed Assets Account Group — accounts for the general fixed assets of
the Commonwealth and capital leases, except for Institutions of Higher
Education.

General Long-term Obligations Account Group (GLTDAG) — accounts for
long-term obligations of the Commonwealth.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. Statutory Basis of
Accounting

Commonwealth of Massachusetts

The SBFR is prepared from the Commonwealth’s books and records and other
official reports which 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 budgetary control of
appropriations. The SBFR is not intended to present the Commonwealth’s
financial condition and results of operations in conformity with GAAP.

Under the statutory basis of accounting, revenues are generally recognized when
cash deposits are received by the Treasury. However, generally, revenues
receivable for federal grants and reimbursements are recognized when related
expenditures are incurred. Amounts due from political subdivisions of the
Commonwealth are recognized when considered measurable and available.
Loans due from the City of Springfield are not included in these amounts due
because amounts are due beyond one fiscal year, even though any amount owed
cannot be forgiven and amounts unpaid will be charged against the city’s local
aid beginning in FY13. Repayment began in FY08 with approximately $2.6
million received and recorded in the General Fund. Deeds excise taxes are
recognized at the time of collection by the counties and the Commonwealth.

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

42 Statutory Basis Financial Report



Notes to Combined Financial Statements - Statutory Basis Fiscal Year Ended June 30, 2008

B. Cash, Short-term
Investments and
Investments

Commonwealth of Massachusetts

The Post Employment Benefit Funds are reported using a flow of economic
resources measurement focus and the accrual basis of accounting on both the
statutory and GAAP basis, except statutory basis does not include certain
receivables and payables. Under this method, additions are recorded when
earned and deductions are recorded at the time liabilities are incurred. This
measurement focus emphasizes the determination of net change in assets
available for pension benefits.

The accounting policies followed in preparing the accompanying statutory basis
financial report are described in the remainder of this section.

The Commonwealth follows the practice of pooling the cash and cash
equivalents 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. Interest earned on pooled cash is allocated to the General
Fund, Expendable Trust Funds and, when so directed by law, to certain Special
Revenue and Capital Projects Funds.

The Office of the Treasurer and Receiver-General (Treasury) manages the
Commonwealth’s short term external mixed investment pool, the Massachusetts
Municipal Depository Trust (MMDT). MMDT is comprised of two portfolios, a
Cash Fund and a Short Term Bond Fund. For a complete copy of MMDT’s
separately issued financial statements, please feel free to contact the Trust’s
investment adviser at 800-392-6095, or James McDonald, Assistant Treasurer,
Cash Management Department, at 617-367-9333.

Statutes authorize investment in obligations of the U.S. Treasury, authorized
bonds of all states, bankers 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 Cash Fund investments are
carried at cost, which approximates fair value.

The Pension Trust funds invest in the Pension Reserves Investment Trust (PRIT)
Fund, an external investment pool managed by the Pension Reserves Investment
Management (PRIM) Board. The State Employees’ and Teachers’ PERS are
required to invest in the PRIT Fund and comprise approximately 41.3% and
46.4% of the net assets of the PRIT Fund respectively. The remaining net assets
of the PRIT Fund are owned by other governmental entities that are not part of
the Commonwealth’s statutory basis entity. Hereafter, the amounts disclosed in
the footnotes related to the PRIT Fund represent totals of the PRIT Fund and are
not meant to reflect the pro-rata share of the State Employees’ and Teachers’
PERS. For a complete copy of PRIT’s separately issued financial statements,
contact the PRIM Board at 84 State Street, Boston, MA 02109.

The Commonwealth’s investments, including those of the PRIT Fund, are
comprised of investments in marketable securities; primarily domestic and
international equities and fixed income securities as well as non-marketable
securities; primarily real estate, venture capital and private equity limited
partnerships, hedge fund of funds and other alternative investments. Marketable
securities, including the Short Term Bond Fund component of MMDT, are
reported at fair value based upon quoted market prices. Non-marketable
securities are reported at estimated fair values as determined by management
with input from the PRIM Board and its investment managers. Non-marketable
securities representing real estate, timber and alternative investment interests
comprise approximately 31.1% of the net assets / fund balance of the Pension
Trust Funds and 40.7% of the Health Care Security Trust Fund (HST). As of
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C. Receivables

D. Due from Cities and
Towns

E. Dedicated Revenue and
Pledges

Commonwealth of Massachusetts

July 1, 2008, the Health Care Security Trust assumed investment responsibility
for OPEB funds.

The investments of the PRIT Fund are held separately from those of other
Commonwealth funds, with the exception of their investments in the MMDT.
Security transactions are recorded on the trade date the securities are purchased
or sold. The cost of a security is the purchase price or, in the case of assets
transferred to PRIT by a Participating or Purchasing System, the fair value of the
securities on the transfer date.

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.”

“Due from Cities and Towns” represents reimbursements due to the
Commonwealth for its expenditures on certain programs for the benefit of cities
and towns.

The Commonwealth has a number of pledges of revenue streams for its own
bonds and various other bond issues of other authorities. These other authority’s
debts are not included in the SBFR, but are included in the CAFR.

Approximately $2.0 billion in revenues from federal grants passed through the
Federal Grants Fund represents the greatest source of dedicated revenues. A
portion of these grants are dedicated to funding the principal portion only of
federal grant anticipation notes issued in fiscal 1998, 1999, 2001 and refunding
notes in fiscal 2003. Total principal remaining to be paid on these federal grant
anticipation notes is approximately $1.5 billion. Maturities are from FY09
through FY15. Principal paid during FY08 was approximately $130.5 million.

On August 4, 2008, the Governor approved legislation authorizing the issuance
of an additional $1.1 billion of grant anticipation notes secured by future federal
funds. Any such notes will not be secured by a contingent pledge of motor fuels
excises. The Commonwealth intends to begin to amortize the principal of any
such notes beginning in fiscal 2016, after the original federal grant anticipation
notes have been paid in full.

Commonwealth gas taxes are partially pledged to fund highway construction.
As of June 30, 2008, 6.86 cents of the total 21 cent per gallon gasoline tax are
pledged to fund approximately $483 million of principal and approximately
$191 million in interest on the outstanding debt as of June 30, 2008. These
bonds mature from FY09 to FY23 and were sold in various series issued
previous to FY08. Annual principal and interest on the bonds are expected to
require less than approximately 30% of net current year revenues. Principal and
interest paid during FY08 amounted to approximately $136.2 million and $66.6
million, respectively, inclusive of crossover refunding amounts matured.

Subsequent to year end, the Governor approved legislation that authorizes the
issuance of an additional $1.9 billion of special obligation bonds secured by a
pledge of motor fuels excise tax receipts to fund a portion of the
Commonwealth’s accelerated structurally deficient bridge program. The
legislation provides for a pledge of up to 10¢ of the 21¢ motor fuels excise tax to
secure the outstanding special obligation bonds described above and the bridge
program bonds.
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F. Inventories

G. General Fixed Assets

H. Interfund /Intrafund
Transactions

Commonwealth of Massachusetts

Portions of Commonwealth sales taxes are pledged as security for bonds issued
by the Massachusetts Bay Transportation Authority (MBTA) and the
Massachusetts School Building Authority (MSBA) amounting up to 1% of
applicable sales, respectively, for the authorities. Total dedicated sales tax
revenue that was directed to the MBTA in FY08 was approximately $756
million. Dedicated revenues to the MBTA rise by either 3%, or the greater of
the rise in the consumer price index in Boston, or annual sales taxes, with a floor
of 0% annually.

The MSBA also receives a pledge of sales tax that will increase to 1% of
applicable sales in the Commonwealth by FY11. In FY08, approximately $635
million or 85% of the dedicated sales tax revenue stream was directed to the
MSBA. This amount rises to approximately $702 million or 90% of the
dedicated sales tax revenue stream in FY09.

The Commonwealth has also pledged surcharges from areas contiguous to
convention centers, and the Worcester DCU Arena and Convention Center to
support such centers’ operations. Sales taxes within the Convention Center
districts support approximately $644 million of outstanding principal and related
premiums approximately $630 million of interest on debts related to these
Convention Centers. Taxes collected in FY08 were approximately $78.9
million, while debt service on the bonds was approximately $34.5 million.

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

General fixed asset acquisitions are recorded as expenditures in the acquiring
fund and capitalized in the General Fixed Assets Account Group (GFAAGQG), in
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 recorded at estimated fair market value at the date of 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.

For statutory purposes, the Commonwealth capitalizes all land, equipment and
vehicles with a cost in excess of $50,000 and infrastructure and buildings with a
cost in excess of $100,000 at the date of acquisition with an expected useful life
greater than one year. Interest incurred during construction is not capitalized.

During the course of its operations, the Commonwealth records transactions
between funds and / or between departments. On the statutory basis,
transactions between Governmental and Fiduciary Fund Types are recorded as
adjustments to the funds’ cash accounts. As a result, a fund may report a
deficiency in cash and short-term investments.

Transactions of a buyer/seller nature between departments within a fund are not
eliminated.

Transfers in and out net to approximately $1,391,000 due to higher education

non-appropriated fund activity, which is not included in the combined
statements — statutory basis.
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I. Risk Management

J. Encumbrances

K. Current Employee
Benefits

L. Fringe Benefit Cost
Recovery

Commonwealth of Massachusetts

The Commonwealth is self-insured for state employees workers’ compensation,
casualty, theft, tort claims and other losses. Such liabilities are not recognized in
the governmental funds on the statutory basis until encumbered and / or
processed for payment. For employees 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, Chapter 258 of the Massachusetts
General Laws (General Laws) limits the risk assumed by the Commonwealth to
$100,000 per occurrence, in most circumstances. The Group Insurance
Commission administers contributory health care and other insurance programs
for the Commonwealth’s employees and retirees. The long-term portion of
these amounts are presented in the General Long-Term Obligation Account
Group.

Encumbrance accounting is utilized in the Governmental Fund Types as a
significant aspect of budgetary control. The full amounts of purchase orders,
contracts and other commitments of appropriated resources are encumbered and
recorded as deductions from appropriations prior to actual expenditure, ensuring
that such commitments do not exceed appropriations.  Encumbrances
outstanding at year-end for goods or services received on or before June 30, but
paid after, are reported as expenditures and statutory basis liabilities as a
component of accounts payable.

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.

The Commonwealth pays the fringe benefit costs of its employees and retirees
through the General Fund. These fringe benefits include the costs of employees’
health insurance, pensions, unemployment compensation, and other costs
necessary to support the state work force. As directed by Chapter 29, Sections
5D and 6B(f) of the Massachusetts General Laws, these costs are assessed to
other funds based on their payroll costs, net of credits for direct payments.
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M. Lottery Revenue and
Prizes

N. Fund Balances

Commonwealth of Massachusetts

Since these fringe benefit costs and pensions are not appropriated in the budget,
the required assessment creates a variance between budget and actual
expenditures at year-end. The fringe benefit cost recoveries of approximately
$359,297,000 in the budgeted funds result from costs assessments of
approximately $228,631,000 in the governmental fund types and the expendable
trust funds. The remainder of approximately $130,666,000 is assessed to the
higher education non-appropriated activity, which is not included in the
statutory basis financial report.

Ticket revenues are recognized when sold and prizes awarded by the
Massachusetts State Lottery Commission are recognized as drawings are held.
Games expenditures are accrued at year end only for open jackpots for Big
Game, Megabucks and for FY(07, an instant game drawn on July 4, 2007.

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

Fund balance has been reserved as follows:

“Reserved for continuing appropriations” — are unexpended amounts in
appropriations, which the Legislature has specifically authorized to be carried
into the next FY.

“Reserved for Commonwealth stabilization” — are amounts set aside in the
Commonwealth Stabilization Fund in accordance with 5C of Chapter 29 of the
Massachusetts General Laws.

“Reserved for Bay State Competitiveness Investment Fund” — are funds set
aside by Sections 47, 48 and 90 of Chapter 61, Acts of 2007, as modified by
Section 58 of Chapter 140, Acts of 2007, for expenditure subject to
appropriation by June 30, 2008 with any unexpended balance returned to the
General Fund. All funds were appropriated during FYO0S.

“Reserved for debt service” — are amounts held by fiscal agents or the
Commonwealth to fund future debt service obligations.

“Reserved for employees’ post employment benefits” — Commonwealth’s public
employee retirement systems which cannot be used for any other purpose.

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

“Reserved for capital projects” - are amounts reserved for capital projects.
Unreserved fund balance is segregated into two components:

“Designated for specific purpose” — are all unreserved fund balances for which
the Legislature or Executive Branch has evidenced an intention to restrict for a
specific purpose.

“Undesignated” — consists of cumulative surpluses or deficits of the
Governmental Fund Types not otherwise designated.
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3.

O. Total Columns —
Memorandum Only

P. Estimates

Q. Reclassifications

BUDGETARY CONTROL

Total and subtotal columns on the combined financial statements — statutory
basis are captioned “Memorandum Only” to indicate that they are presented
only to facilitate financial analysis. Data in these columns do not present
consolidated financial position, results of operations or changes in financial
position. Interfund eliminations have not been made in the aggregation of this
data.

The financial statements include certain prior year summarized comparative
information in total but not by fund. Such information does not include
sufficient detail to constitute a full comparative presentation. Accordingly, such
information should be read in conjunction with the Commonwealth’s financial
statements for the year ended June 30, 2007 from which the summarized
information was derived.

The preparation of the Statutory Basis Financial Report requires management to
make estimates and assumptions that affect the reported amounts of assets and
liabilities and disclosures at the date of the financial report. Estimates also
affect the reported amounts of revenues and expenditures during the reporting
period. Actual results could differ from those estimates.

Certain reclassifications have been made to the 2007 balances to conform to the
presentation used in 2008.

Commonwealth of Massachusetts

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 appropriations act, the Governor may veto or reduce any
specific item, subject to legislative override. Further changes to the budget
established in the annual appropriations act may be made via supplemental
appropriation acts or other legislative acts. These must also be signed by the
Governor and are subject to the line item veto.

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 allotments of appropriated funds which effectively
reduce the account’s expenditure budget.

The majority of the Commonwealth’s appropriations are non-continuing
accounts which lapse at the end of each fiscal year. Others are continuing
accounts for which the Legislature has authorized that an unspent balance from
the prior year be carried forward and made available for spending in the current
fiscal year. In addition, the Legislature may direct that certain revenues be
retained and made available for spending within an appropriation. Fringe
benefits, pension costs, and certain other costs which are mandated by state
finance law are not itemized in the appropriation process and are not separately
budgeted.
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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 difference to separately published budget documents,
which eliminate some interfund activity. 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. An example of
this is the lack of a budget for pension costs.

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.

The FY04 General Appropriation Act (Chapter 26, Section 167 of the Acts of
2003), amended section 9C, directing the Governor to notify the Legislature in
writing as to the reasons for and the effect of any reductions in spending.
Alternatively, the Governor may propose specific additional revenues to fund
the deficiency. The Governor may also propose to transfer funds from the
Stabilization Fund to cure the deficiency. This proposal must be delivered to the
Legislature 15 days before any reductions take effect.

The following table summarizes budgetary activity for FY08 (amounts in
thousands):

Revenues Expenditures

General Appropriation Act, Chapter 61 of the Acts of 2007:
Direct appropriations. ...........c..eiuueiuneiieriniiei e $ 28,329,977 § 25,418,341
Estimated revenues, transfers, direct appropriations
retained revenue appropriations, interagency chargebacks
and appropriations carried forward from FY2007 ...................... 1,399,066 2,110,557

Total original budget............cooeuiiiiiiiiiiiii i 29,729,043 27,528,898

Supplemental Acts of 2007:

[ PPN - 1,000

Chapter 140... - 462

Chapter 174... - 15,000

Chapter 206... - 5,000

Chapter 228 - 62,307
Supplemental Acts of 2008:

Chapter 02.....c.uiuniiiiiii i - 89,247

Chapter 120... .. - 84,343

Chapter 130.....c..iuiiiiiiii e - 5,000

Chapter 135, . .. - 105,130
Total as of June 30, 2008 .........couuiiiiiiiiiiiiiiiei e 29,729,043 27,896,387
Supplemental Acts of 2008, passed after June 30:

Chapter 302 ....ouiei e - 46,526
Total budgeted revenues and expenditures per Legislative action.......... 29,729,043 27,942.913
Plus: Transfers of revenues and expenditures (including rounding)....... - 3,138,643
Budgeted revenues and expenditures as reported................coeeiiinian. $ 29,729,043 § 31,081,556
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The following table identifies the interfund activity from budgeted sources and
uses to reconcile forecasts prepared during the budget process to the results
presented in these statements: (amounts in thousands)

Revenues Expenditures
and Other and Other
Financing Financing
Sources Uses
Actual as presented in the combined budget
and actual statement - STATULOTY DASIS........c.cveveirieieieieieieieietetetet ettt ettt ettt b bbb bbb sesebesenas $ 32,539.481 $ 33,034,676
Adjustments to revenues and expenditures
Transfer of revenues to the Intragovernmental Service Fund .........c.ccoceoveiviniiiiinincnninencenceene (222,763) (222,763)
Adjustments to other financing sources and uses:
Fringe benefit COSt @SSESSIMENES. .......c.evuirteutetirtertetieteet ettt ettt ettt e e ettt et en e e e et et e e e enenens (90,716) (90,716)
Transfer of expenditures from the Intragovernmental Service Fund to the General Fund............c.cococccevenee (1,011) (1,011)
RIMYV THCENSE PLALES......cvertinreeietiieiietieteiteitet ettt ettt ettt ettt bbbttt ebesa et e bt s bt ebta e e e e e e e e e e eaeeen (3,277) (3,277)
Transfers from Stabilization Fund to General FUnd..............c.ccocooviiiiiiiiiiiicceceecececee e (315,000) (315,000)
Other fund defiCit SUPPOIT ......c.ccveviuiriiiiiiii ettt b ettt (1,593,422) (1,593,422)
OBNET ettt ettt bbbttt bbbkttt b et b et b bttt (117) (117)
Actual as presented on budgetary dOCUMENES. .........ccueieuiriirieiitirieieteete ettt ettt b ettt b e seebenene $ 30,313,175 $ 30,808,370

The section divider for the budgeted funds contains a list of budgeted funds
grouped by categories.

The Office of the Comptroller has the responsibility to ensure that budgetary
control is maintained on an individual 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’s spending
authorization.

4. DEPOSITS, SHORT-TERM INVESTMENTS AND INVESTMENTS

The Commonwealth maintains cash in the MMDT Cash Fund that is available
for use by all funds. Each fund type’s net equity in the Cash Fund is displayed
on the combined balance sheet as either “Cash and short-term investments” or
“Deficiency in cash and short-term investments.”

Pooled cash and short-term investments include the following (amounts in

thousands):
Cash and short-term investments...........cccccveeeeeeennnnn. $ 4,837,027
Cash on deposit with U. S. Treasury.........c...cceeveeunenne 1,412,712
Cash with fiscal agent............coccevenieiiniinineee 925,611
Deficiency in cash and short-term investments......... (430,487)
Tt $ 6,744,863
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Commonwealth of Massachusetts

Custodial Credit Risk — Pooled Cash

Custodial credit risk is the risk that in the event of a bank failure, deposits and
investments may not be returned to the Commonwealth. Cash balances represent
amounts held in bank depository accounts that may be subject to custodial credit
risk. As of June 30, 2008, of the approximately $56,652,000 in pooled cash,
$56,152,000 was exposed to this risk.

Custodial Credit Risk — HST

HST manages exposure to custodial credit risk by requiring all of its investment
managers to hold investments in separate accounts with HST’s custodian. As of
June 30, 2008, HST held no amount of cash that was exposed to this risk.

Interest Rate Risk — Non PRIT Funds

Interest rate risk is the extent that changes in interest rates of debt investments
will adversely affect the fair value of an investment. These investments include
certain short — term cash equivalents, various long-term items and restricted
assets by maturity in years. The Treasury minimizes the risk of the market value
of securities falling due to changes in interest rates by maintaining an effective
duration of less than 90 days and holding all of the portfolio’s total market value
in securities with a maturity of six months or less.

As of June 30, 2008 the MMDT Cash Fund is considered a cash equivalent by
the Commonwealth as its weighted average maturity is less than 64 days.

The Massachusetts General Laws authorize investments in the MMDT Cash

Fund to include money market funds operated in accordance with Section

270.2a-7 of Title 17 of the Code of Federal Regulations or in any other security

that qualifies for inclusion in a fund operated in accordance with Section 270.2a[’
7 of Title 17 of the Code of Federal Regulations as amended from time to time.

The HST manages exposure to fair value loss arising from movements in
interest rates with its fixed income investment securities by having the PRIM
Board establish duration guidelines. The guidelines with each individual
manager require that the effective duration of the HST’s domestic fixed
investment portfolio be within a specified percentage or number of years of the
effective duration band of the appropriate benchmark index.

Effective duration is a measure of a fixed income investment’s exposure to fair
value changes arising from changes in interest rates. Effective duration makes
assumptions regarding the most likely timing and amounts of variable cash
flows. These assumptions take into consideration factors indicative of
investments highly sensitive to interest rate changes including callable options,
prepayments and other factors. These factors are reflected in the effective
duration numbers provided in the following table. HST compares the effective
duration of a manager’s portfolio to the Lehman Brothers Aggregate Index for
domestic core fixed income securities and the Merrill Lynch High Yield Master
II Index for domestic high yield fixed income securities. The HST had debt
investments totaling approximately $107 million at fair value with a range of
effective weighted average duration from 0.83 to 8.83 years at June 30, 2008.

The Short Term Bond Fund assesses risk by using duration. Duration is

managed to within 0.5 years of the duration of the benchmark, the Lehman
Brothers® 1 to 5 year Government / Credit Index. Duration is the weighted
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maturity of the security’s cash flows, where the present values of the cash flows
serve as the weights.

For the Short Term Bond Fund, the weighted average maturity is 3.3 years.
Investments in the MMDT Short Term Bond Fund have a fair value of $394.9
million have investment maturities ranging from less than one year to more than
ten years and with approximately 5% of the investment’s fair values maturing in
less than 1 year, approximately 67% from one to five years, approximately 3%
from six to ten years and approximately 25% more than ten years.

Credit Risk — Non — PRIT Funds

Credit risk is the risk that an issuer or other counterparty to an investment will
not fulfill its obligations. The Commonwealth, exclusive of Pension Trust
Funds, minimizes concentration of credit risk, the risk attributed to the
magnitude of the investment in a single issuer. The Commonwealth’s
investment policy prohibits the Treasury from investing more than 10% of the
total investment portfolio into any single financial institution or issuer,
excluding various public entity securities and repurchase agreements. There are
no restrictions in the amount that can be invested in public entity securities;
however, the portfolio may be invested in U.S. Treasury obligations and
repurchase agreements.

The Treasury requires investments in commercial paper and bankers’
acceptances have the highest letter and numerical ranking as rated by nationally
recognized statistical ratings organizations as defined by the investment act of
1940. The Treasury does not have any additional policies regarding credit
ratings of investments. Credit ratings associated with the Commonwealth’s
investment in MMDT for the cash fund ranged from Al / P1 to unrated, with
approximately 97% rated Al / P1, approximately 3% rated A2 / P2 at fair value.

For the Short Term Bond Fund, investments were approximately 18% at AAA,
approximately 18% from A to AA, approximately 12% BBB and approximately
52% held in US Government or Government Agency Obligations.

Credit Risk - HST

For the HST, the weighted quality average rating of the debt securities portfolio,
excluding pooled investments, investments explicitly backed by the United
States Government and other nonrated investments was AA- at June 30, 2008.
For the fixed income securities as of June 30, 2008 for the HST, approximately
$43 million was rated AAA, $13 million rated AA to A, $13 million rated BB to
B and $38 million either unrated or CCC or less.

Foreign Currency Risk — HST

Foreign currency risk is the risk that changes in exchange rates will adversely
affect the fair value of investments. HST manages exposure to foreign
currencies by establishing investment guidelines with each of its international
managers. These guidelines set maximum investment balances for any currency
and / or country holdings must be within a certain percentage of predefined
benchmarks. HST’s investments in foreign currencies as of June 30, 2008 were
approximately $0.2 million in cash and investments, $50 million in equities, $5
million in fixed income investments and $11 million in alternative investments.
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Interest Rate Risk — PRIT Funds

As pension trust funds have a different investment horizon, the PRIM Board
manages PRIT’s exposure to fair value loss arising from movements in interest
rates by establishing duration guidelines with its debt securities investment
managers. The guidelines with each individual manager require that the
duration of the domestic debt investment portfolio be within a specified
percentage or number of years of the duration band of the appropriate
benchmark index. For emerging markets fixed income investments, the portfolio
must have a duration with a band ranging from three to eight years.

Effective duration is a measure of a fixed income investment’s exposure to fair
value changes arising from changes in interest rates. Effective duration makes
assumptions regarding the most likely timing and amounts of variable cash
flows. These assumptions take into consideration factors indicative of
investments highly sensitive to interest rate changes, including callable options,
prepayments and other factors. These factors are reflected in the effective
durations numbers provided in the table on the following page.

The PRIM Board compares the effective duration of a manager’s portfolio to the
Lehman Brothers Aggregate Index for domestic core “fixed income” securities
and the Merrill Lynch® High Yield Master II Index for domestic high yield
fixed income securities. The PRIT Fund had debt investments totaling
approximately $14.3 billion at fair value with an effective weighted average
duration range from .08 to 9.42 years at June 30, 2008.

Credit Risk - PRIT Funds

The PRIM Board establishes credit investment guidelines with each of its fixed
income securities investment managers in establishing a diversified portfolio.
These guidelines vary depending on the manager’s strategy and the role of its
portfolio to the overall diversification of the PRIT fund. The guidelines for the
PRIT Fund’s core fixed income portfolio establish the minimum credit rating for
any security in the portfolio and the overall weighted average credit rating of the
portfolio. The guidelines for the PRIT Fund’s high yield, fixed income portfolio
establish a market value range of securities to be held with a specific minimum
credit rating and the overall weighted average credit rating of the portfolio.

Credit risk for derivative instruments held by PRIT results from counterparty
risk. PRIT is exposed to credit risk resulting form counterparties being unable to
meet their obligations under the terms of the derivative agreements. The
weighted quality average rating of the debt securities portfolio, excluding pooled
investments, investments explicitly backed by the United States Government
and other nonrated investments was AA- at June 30, 2008.

Credit ratings associated with the Commonwealth’s investment in the PRIT
Fund ranged from AAA to A- investments with a fair value of approximately
$6.8 billion, BBB to B- investments with a fair value of approximately $1.3
billion and the remaining $6.2 billion rated CCC to C-, unrated or are
investments that are explicitly backed by the U. S. Government.

53 Statutory Basis Financial Report



Notes to Combined Financial Statements - Statutory Basis Fiscal Year Ended June 30, 2008

A. Derivative Instruments

Commonwealth of Massachusetts

Foreign Currency Risk — PRIT Funds

Foreign currency risk is the risk that changes in exchange rates will adversely
affect the fair value of investments. The Treasury does not have a policy
regarding foreign currency risk for the Pension Trust. The PRIM Board
manages PRIT’s exposure to foreign currencies by holding a percentage of
PRIT’s non-U.S. dollar denominated investments to U.S. dollars through
forward foreign currency contracts. The PRIT Fund’s investments in foreign
currencies as of June 30, 2008 were approximately $140 million in cash and
investments, $12.9 billion in equities, $2.2 billion in fixed income investments
and $711 million in alternative investments.

Concentration of Credit Risk —HST and PRIT

The PRIM Board manages HST’s and PRIT’s exposure to concentration of
credit risk by establishing guidelines with each investment manager, that limit
the percent of investment in any single issue or issuer.

MMDT, HST and PRIT have no investments at fair value, that exceed 5% of
HST or PRIT’s net assets held in trust for pool participants as of June 30, 2008.

HST and PRIT may invest in derivative transactions. These investments of the
Commonwealth may involve a degree of risk not accounted for on the respective
financial statements. Descriptions of such derivatives are as follows:

Forward Currency Contracts

The HST and PRIT enter into forward currency contracts to hedge the exposure
to changes in foreign currency exchange rates on foreign portfolio holdings. The
market value of the contract will fluctuate with changes in currency exchange
rates. Risks may arise upon entering these contracts from the potential inability
of counterparties to meet the terms of their contracts and from unanticipated
movements in the value of a foreign currency relative to the U.S. dollar.

The contracts are marked-to-market daily and the change in market value is
recorded as an unrealized gain or loss by HST and PRIT.

When a contract is closed, PRIT records 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.

As of June 30, 2008, HST had open foreign exchange contracts with combined
net unrealized gains of approximately $8,852,000 with various delivery dates
from July to September. As of June 30, 2008, PRIT had open foreign exchange
contracts with combined net unrealized losses of $8,897,000 with various
delivery dates to May, 2009.

Futures Contracts

The HST and PRIT may purchase and sell financial futures contracts to hedge
against changes in the values of securities the fund owns or expects to purchase.
Upon entering such contracts, they must pledge to the broker an amount of cash
or securities equal to a percentage of the contract amount.

The potential risk is that the change in the value of futures contracts primarily
corresponds with the value of underlying instruments, which may correspond to
the change in value of the hedged instruments. In addition, there is a risk that
HST and PRIT may not be able to close out its future positions due to a
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non-liquid secondary market. Risks may arise from the potential inability of a
counterparty to meet the terms of a contract and from unanticipated movements
in the value of a foreign currency relative to the U.S. dollar.

The HST and PRIT may also invest in financial futures contracts for non-
hedging purposes.

The HST held 300 financial futures contracts at June 30, 2008, with various
expirations during FY09 and FY10. These contracts were mainly for
Eurodollars, US Treasury securities and in the S&P 500 E-Mini Index. The total
notional amount of these contracts as of June 30, 2008 was approximately
$38,398,000, with an aggregated fair value as of that date of approximately
$38,268,000, yielding an unrealized net appreciation (depreciation) of
approximately ($130,000).

PRIT held 10,184 contracts outstanding at June 30, 2008 with various
expirations from FY09 to FY10. These contracts are for cash and cash
equivalents, fixed income, equities and commodities. The aggregated notional
exposure amount as of June 30, 2008 was $6,125,675,000, with a fair value of
$6,057,582,000, yielding an unrealized net appreciation (depreciation) of
approximately ($68,093,000).

Payments are made or received by the PRIT 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 HST and Pension
Trust Funds recognize a realized gain or loss.

Swaps — PRIT

PRIT has entered into interest rate swap contracts for the purpose of hedging the
floating-rate interest exposure of its financed real estate investments. The swap
contracts are reported at fair value, which represents their estimated liquidation
values (costs). PRIT either receives cash from the swap counterparties or pays
the swap counterparties monthly depending on whether the fixed-rate interest is
lower or higher than the variable-rate interest. Variable rate interest received is
the Federal Funds Effective Rate with fixed rates paid ranging from 0.08% to
7.65%. Changes in fair value are included as part of investment income.

As of June 30, 2008, PRIT had contracts in effect with an aggregated notional
amount of approximately $9.0 billion to various investment banks that had
maturity dates from FY09 to FY41. The contracts have an aggregate negative
fair value of ($28,576,000).  PRIT values these contracts using standard
methods and techniques including the discounted cash flow analysis and option
pricing models.
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5.

Counterparty

Morgan Stanley Capital Svcs. Inc.
AIG

Citibank

Merrill Lynch Capital Services Inc.
Credit Suisse

Deutsche Bank AG

Barclays Bank PLC

Bank of America

Goldman Sachs International

All others

PRIT has various other swap contracts outstanding as of June 30, 2008 but have
similar purposes and valuation techniques to those previously disclosed.
Counterparty exposure was with various major investment companies with
ratings ranging from A+ to AA+ and various other banks with other ratings.
Open swap contracts as of June 30, 2008 were as follows (amounts expressed in
thousands):

2008
Interest Rate Swaps Credit Default Swaps Total Return Swaps
Credit Gross Gross Gross
Ratings Notional Fair Value Notional Fair Value Notional Fair Value
Al $1,330,147  § (1,887) $223300 $ 2,044 $ 99,804 $§ (2,621)
AAL - - - - 1,373,805 112,975
AAL 1,110,387 1,313 9,550 (203) - -
A+ 235,090 53 74,000 2,673 639,474 (45,055)
Al - - 6,200 (10) 725,997 (50,366)
AAL 534,253 (8,181) 156,580 4,555 - -
AAL 583,448 (1,859) 78,700 1,001 - -
AAL 586,900 209 13,620 77 - -
AAL 25,084 102 87,690 (415) 450,268 (35,470)
Various 222,232 375 173,391 700 258,242 (8,586)
$4,627,541 $ (9,875) _$ 823,031 $ 10,422 $3,547,590  $ (29,123)

SHORT-TERM FINANCING AND CREDIT AGREEMENTS

A. General Fund

B. Capital Project Funds

C. Credit Facilities

Commonwealth of Massachusetts

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 financing criteria, it is classified as a fund liability. Short-term
debt may be issued on either a stand-alone basis or through a commercial paper
program maintained by the Commonwealth.

The balance of revenue anticipation notes (RANs) outstanding may fluctuate
during a fiscal year, but must be reduced to zero at June 30. During FY07, the
Commonwealth issued RANs through its commercial paper program on a
periodic basis to meet cash flow needs. A maximum of $400,000,000 of RANs
were outstanding at any time during the year. All RANs were retired before the
end of June 2008.

The Commonwealth may issue bond anticipation notes (BANs) to temporarily
finance its capital projects. BANs may be issued either on a stand-alone basis or
through the Commonwealth’s commercial paper program.

Since FY04, Massport was expected to make various payments to the
Commonwealth under various transfer agreements related to portions of the
Central Artery / Tunnel Project. Payments were received and applied in
previous years. Payments were made totaling $12,500,000 during FYO0S to retire
previously issued Commonwealth BANs. An additional $12,400,000 remains
receivable.

During FY08, the Commonwealth maintained credit facilities to provide
liquidity support for commercial paper notes totaling $1,000,000,000. The
Commonwealth has a total of five credit facilities to provide such liquidity
support, each in the amount of $200,000,000. These facilities expire in periods
at various times through 2015.
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General Fund:

Revenue anticipation notes
Credit Facility agreements..........cccocovvenvennenennee

Subtotal - General Fund activity............cc.c.....

Capital Projects Funds:

6.

Bond anticipation notes...........c.eeveverveeereinennne
Subtotal - Capital Projects Funds activity........

Total short-term financing
and credit agreement activity.........cc.ceceeeenene

LONG-TERM DEBT

In addition, the Commonwealth maintains standby bond purchase agreements
for various bond issuances sold from FY97 through FY06. These agreements
total $2,505,310,000 with fees ranging from 0.10% to 0.22% of related debt.

The following schedule details short — term financing and credit agreement
activity, net, for all funds for the fiscal year (amounts in thousands):

Beginning Ending
Balance Issued / Redeemed / Balance Credit Limit
July 1, 2007 Drawn Repaid June 30, 2008 June 30, 2008

- $ 800,000 $ (800,000) $ - $ -

- - - - 1,000,000

- 800,000 (800,000) - 1,000,000
- 8 800,000 $ (800,000) S - $ 1,000,000

Commonwealth of Massachusetts

Under the Massachusetts Constitution, the Commonwealth may borrow money
(a) for defense, (b) in anticipation of receipts from taxes or other 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 to another entity by a two-
thirds vote of the members of each house of the Legislature. The Legislature
may not in any manner allow the Commonwealth credit to be given or loaned to
or in aid of any individual, or of any private association, or of any corporation,
which is privately owned or managed.

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 hereto. However, the property of the Commonwealth is not
subject to attachment or levy to pay a judgment, and the satisfaction of any
judgment generally requires legislative appropriation. Enforcement of a claim
for the payment of principal or interest on bonds and notes of the
Commonwealth may also be subject to the provisions of federal or
Commonwealth statutes, if any, enacted to extend the time for payment or
impose other constraints upon enforcement.

As of June 30, 2008, the Commonwealth had issued two types of long-term debt
obligations: general obligation bonds and special obligation bonds. General
obligation bonds, which account for the large majority of the Commonwealth’s
indebtedness, are backed by the full faith and credit of the Commonwealth.
Special obligation bonds are bonds secured by all or a portion of a specific
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revenue source and are not general obligations of the Commonwealth. The
following is a summary of the Commonwealth’s outstanding debt, excluding
unamortized discounts and premiums, exclusive of capital leases, (amounts in
thousands):

Amount
Type of Bond Qutstanding
General Obligation Bonds............................. $16,194,901
Special Obligation Bonds, including GANEs......... 2,662,874
Outstanding Bonds..............cccoooviviiiiiinnn.. $18,857,775
Less: Unamortized Premiums........................ (123,335)
Outstanding Principal...............cooevviviinnnn.n. $18,734,440

General obligation bonds include not only such bonds, but college opportunity
bonds and debt assumed from former counties. Special obligation bonds include
all notes and bonds secured by federal transportation reimbursements, a portion
of the Commonwealth’s motor fuel excise tax and bonds secured by certain
taxes and fees levied.

The following is a table of the structure of general obligation bonds that are
outstanding as of June 30, 2008:

Amount Percent of
General Obligation Bonds Qutstanding Total GO
Fixed Rate Bonds...............coooiiiiiiiiiiiinnn. $12,147,066 75%
Variable Rate Bonds.................cccoeiieiinnn. 4,047,835 25%

The following is a table of the different types of variable rate general obligation
bonds:

Amount Percent of
Variable Rate GO Bonds Outstanding Total GO
Variable Rate Demand Bonds........................ $ 2,439,160 15%
Aucton Rate Securities............oooviviiiiiininnn. 565,425 4%
CPI-Index Bonds.........cccovvviiiiiiiiiiiinn, 197,455 1%
LIBOR and Other Index Bonds..................... 845,795 5%
58 Statutory Basis Financial Report



Notes to Combined Financial Statements - Statutory Basis Fiscal Year Ended June 30, 2008

A. General Obligation
Bonds

Commonwealth of Massachusetts

The following is a table of the different type of special obligation bonds
currently outstanding:

Amount

Type of Bond Outstanding
Special Obligation Dedicated Tax Revenue Bonds

(Convention Center Bonds)...............cooeevvnn.n.. $ 643,715
Special Obligation Revenue Bonds (Gas Tax Bonds).................. 482,953
Special Obligation Federal Highway Grant

Anticipation Notes (GANS)...........cooeviiiinen. 1,536,206
Total Special Obligation Bonds..............coeeviiiiiiiiiiiiint, $ 2,662,874
Less: Unamortized Premiums..........ocooiiiiiiiiiiiiiiiieeennnn, (14,904)
Outstanding Special Obligation Principal........................eee. $ 2,647,970

General Obligation Bonds are authorized and issued primarily to provide funds
for Commonwealth capital projects and Commonwealth supported local
government improvements. The Commonwealth issues general obligation
bonds and notes pursuant to Chapter 29 of the General Laws. These bonds are
backed by the full faith and credit of the Commonwealth and are paid from the
Governmental Funds, from which debt service principal and interest payments
are appropriated. Massachusetts General Laws provide for the allocation of
bond proceeds to bond authorizations and capital spending in arrears, as
expenditures are made, unless the proceeds are allocated at the time of issuance.

In addition, certain bonds are issued for specific programs approved by the
Legislature. These bonds are known as College Opportunity Bonds. As of June
30, 2008, the Commonwealth had outstanding approximately $158 million in
variable “U. Plan” bonds, sold in conjunction with a college savings program
administered by the Massachusetts Educational Facility Authority (MEFA).
These bonds bear deferred interest at a rate equal to the percentage change in the
consumer price index plus 2% together with current interest at the rate of 0.5%.

In terms of bond structure, the large majority of general obligation bonds have
been sold as fixed rate obligations. As of June 30, 2008, approximately 75% of
the Commonwealth’s outstanding GO debt was fixed-rate bonds. The remaining
25% of outstanding GO debt was variable rate bonds — bonds whose rate of
interest fluctuate based on market or market index changes. The outstanding
GO variable rate debt consists of several variable rate structures. Most are
variable rate demand bonds or VRDBs. These are long-term bonds whose
interest rates re-set daily or weekly. Because these bonds offer bondholders a
“put” or tender feature, they are supported by standby liquidity facilities
provided by commercial banks which require the applicable bank to purchase
any bonds that are tendered and not successfully remarketed. As of June 30,
2008, the Commonwealth had $2.4 billion in outstanding VRDBs. This
accounts for approximately 15% of total general obligation debt and
approximately 60% of total general obligation variable-rate debt. All of these
bonds are uninsured. As of June 30, 2008, none of the Commonwealth’s
outstanding VRDBs have been subject to failed remarketing and “put” back to
the banks; consequently, there has never been a draw on a liquidity facility.

The Commonwealth has also issued general obligation variable-rate debt in the
form of auction-rate securities. Like VRDBSs, these are long-term bonds whose
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interest rates are re-set at pre-determined, short-term intervals. Unlike VRDBs,
these bonds do not provide bondholders with a put feature and therefore do not
require a supporting credit facility. The Commonwealth’s auction-rate securities
have long-term nominal maturities of over 20 years with interest rates re-set
every seven days. A periodic “Dutch auction” process is designed to provide a
mechanism of liquidity to bondholders, with bonds re-priced and traded in
auctions managed by broker-dealers. As of June 30, 2008, approximately $565
million in Commonwealth general obligation auction-rate securities were
outstanding. This represents approximately 4% of total general obligation
indebtedness and approximately 14% of total general obligation variable-rate
debt.

Auction Rate Failures During FY08

Beginning in February, 2008, several auctions of the Commonwealth’s auction-
rate bonds began to fail, meaning there were insufficient bids from investors to
purchase the securities being offered for sale by existing holders. Four of the
Commonwealth’s six series of auction-rate bonds have experienced auction
failure since February 13, 2008. Auction failures have been systemic
throughout the municipal bond market, driven by credit and liquidity concerns
caused primarily by widespread downgrades and negative rating outlooks of a
number of municipal bond insurers. Upon auction failure, the interest rate paid
to bondholders is the failure rate as specified in the bond documents. For the
four series of Commonwealth bonds whose auctions have failed (approximately
$401 million in debt obligations), the failure rate is based on a multiple of
indices, with a maximum rate of 12%. The failed and undersubscribed auctions
have resulted in higher interest costs, but as of June 30, 2008, none of these
costs have exceeded their budgeted debt service amount of 5%.

Subsequent to the close of the fiscal year, in September 2008, the
Commonwealth refunded its Series 2007 D-1 and D-2 auction rate bonds and
replaced them with fixed rate bonds.

The remaining outstanding GO variable-rate debt pays interest to bondholders
based on certain indices. For example, as of June 30, 2008, the Commonwealth
had approximately $198 million of bonds that pay interest based on the
consumer price index (CPI), as well as approximately $846 million of bonds
that pay interest based on the three-month London interbank offered rate
(LIBOR). These bonds make up approximately 1% and 5% of total outstanding
general obligation indebtedness, respectively. All of the CPI and LIBOR bonds
are hedged with interest rate swaps pursuant to which the Commonwealth
receives from the swap counterparty the precise variable-rate interest due on the
bonds.

Highway Fund. Section 20 of Chapter 29 of the General Laws authorizes the
Commonwealth to issue special obligation bonds secured by all or a portion of
revenues accounted to the Highway Fund. Revenues, which are currently
accounted for in the Highway Fund, are primarily derived from taxes and fees
relating to the operation or use of motor vehicles in the Commonwealth,
including the motor fuels excise tax. Chapter 33 of the Acts of 1991 authorizes
the Commonwealth to issue such special obligation bonds in an aggregate
amount not to exceed $1.125 billion. As of June 30, 2008, the Commonwealth
had outstanding approximately $483 million of such special obligation bonds
inclusive of unamortized premiums secured by a pledge of 6.86¢ of the 21¢
Commonwealth motor fuels excise tax. These amounts are exclusive of
crossover refunding bonds, which have been issued to refund a portion of the
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outstanding special obligation bonds in fiscal 2012. Of the total amount
outstanding, approximately $96 million was issued as variable rate debt with
interest rates tied to the consumer price index (CPI). These bonds have been
hedged via a floating-to-fixed interest rate swap agreement in which the floating
rate received from the swap counterparty matches the floating rate paid to
bondholders.

On August 4, 2008, the Governor approved legislation that authorizes the
issuance of an additional $1.9 billion of special obligation bonds secured by a
pledge of motor fuels excise tax receipts to fund a portion of the
Commonwealth’s accelerated structurally deficient bridge program. The
legislation provides for a pledge of up to 10¢ of the 21¢ motor fuels excise tax to
secure the outstanding special obligation bonds described above and the bridge
program bonds.

Convention Center Fund. Chapter 152 of the Acts of 1997, as amended,
authorizes $694.4 million of special obligation bonds to be issued for the
purposes of building a new convention center in Boston ($609.4 million), the
Springfield Civic Center ($66 million) and the Worcester convention center ($19
million). The bonds are payable from moneys credited to the Convention Center
Fund created by such legislation, which include certain hotel tax receipts from
hotels in Boston, Cambridge, Springficld and Worcester, a surcharge on car
rentals in Boston, a parking surcharge at all three facilities, a surcharge on
sightseeing tours and cruises in Boston and sales tax receipts from certain hotels
and other retail establishments in Boston, Cambridge and Springfield. The
legislation requires a capital reserve fund to be maintained at a level equal to
maximum annual debt service and provides that if the fund falls below its
required balance, the 2.75% convention center financing fee in Boston is to be
increased (though the overall hotel tax in Boston, including the fee, cannot
exceed 14%). In June, 2004, the Commonwealth issued $686.7 million of
special obligation bonds secured solely by the pledge of receipts of tax revenues
within the special districts surrounding the centers and other special revenues
connected to such facilities, approximately $644 million inclusive of
unamortized premiums of which remained outstanding as of June 30, 2008. Of
this amount, approximately $87 million was issued as variable rate debt with
interest rates tied to the CPI. These bonds have been hedged via a floating-to
fixed interest rate swap agreement in which the floating rate received from the
swap counterparty matches the floating rate paid to bondholders.

Federal Grant Anticipation Notes. The Commonwealth has issued three series
of federal grant anticipation notes (not including a refunding) yielding aggregate
net proceeds of $1.5 billion, the full amount authorized to finance the current
cash flow needs of the Central Artery Tunnel (CA/T) project, in anticipation of
future federal reimbursements. The legislation authorizing such notes contains a
statutory covenant that as long as any such grant anticipation notes remain
outstanding, the Commonwealth will deposit all federal highway
reimbursements into the Grant Anticipation Note Trust Fund, to be released to
the Commonwealth once all the debt service and reserve funding obligations of
the trust agreement securing the grant anticipation notes have been met. If the
United States Congress reduces the aggregate amount appropriated nationwide
for federal highway spending to less than $17.1 billion and debt service
coverage with respect to the notes falls below 120%, then the legislation further
pledges an additional 10¢ per gallon of existing motor fuel tax collections will
be deposited into the trust fund, to be used for debt service on the notes, subject
to legislative appropriation. Principal amortization of the notes began in fiscal
2006 and will continue through fiscal 2015. Under the trust agreement securing
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the notes, aggregate annual debt service on grant anticipation notes may not
exceed $216 million unless the rating agencies rating the notes confirm that
exceeding $216 million in annual debt service will not cause them to withdraw
or reduce their credit ratings. Such notes and the interest thereon are secured
solely by the pledge of federal highway construction reimbursement payments
and by a contingent pledge of certain motor fuels excises. In practice, the
interest on such notes has been paid from Commonwealth appropriations.

On July 16, 2003, the Commonwealth issued $408 million of special obligation
refunding notes for the purpose of refunding approximately $418 million of
outstanding federal grant anticipation notes in December, 2008 and December
2010. The escrows funded by crossover refunding notes and related premiums
are used only to secure the principal related to the crossover refunding portion.
The interest related to these maturities is not secured by this escrow. Rather, it
will be paid from the existing stream of either federal grants or appropriations.
Interest on a portion of the newly issued refunding notes is paid from the
proceeds of the escrow until the aforementioned prior notes are called for
redemption. This crossover refunding results in economic savings to the
Commonwealth similar to a traditional refunding, but does not meet the
accounting definition of legal defeasance of debt, in which case the defeased
debt and the related escrow accounts would have been removed from the
GLTDAG. Accordingly, both the refunded debt and the refunding debt are
reported in the GLTDAG until such time as principal amounts are repaid.
Similarly, the refunding escrows established with the proceeds from the
refunding notes are also recorded on the financial statements until such proceeds
are expended for debt service. Pursuant to the crossover refunding method
employed, interest on the notes will be paid solely by an escrow account
established with the proceeds of the notes. Upon the redemption of $418 million
of outstanding federal grant anticipation notes on the crossover dates in 2008
and 2010, the refunding notes will become secured by the Grant Anticipation
Note Trust Fund.

As of June 30, 2008, approximately $1.5 billion of such notes, inclusive of the
special obligation crossover refunding notes and unamortized premiums
remained outstanding. All of these notes are fixed-rate obligations.

On August 4, 2008, the Governor approved legislation authorizing the issuance
of an additional $1.1 billion of grant anticipation notes secured by future federal
funds. Any such notes will not be secured by a contingent pledge of motor fuels
excises. The Commonwealth intends to begin to amortize the principle of any
such notes in fiscal 2016, after the federal grant anticipation notes for the CA/T
project described above have been paid in full. Similar to the notes issued for
the CA/T project, the Commonwealth expects to pay interest on the notes for the
bridge program from Commonwealth appropriations.

Under legislation approved by the Governor on August 11, 2008, scheduled,
periodic payments to be made by the Commonwealth pursuant to swap
agreements in existence on August 1, 2008 or entered into after such date shall
constitute general obligations of the Commonwealth for which its full faith and
credit is pledged. The floating rate received by the Commonwealth is used to
offset the variable rate paid to bondholders. In most cases, only the net
difference in interest payments is actually exchanged with the counterparty. In
all cases, the Commonwealth remains responsible for making interest payments
to the variable-rate bondholders. The intended effect of the agreements is
essentially to fix the Commonwealth’s interest rate obligations with respect to
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its variable-rate bonds. As of June 30, 2008, all of the Commonwealth’s interest
rate swaps were floating-to-fixed rate agreements. The remaining variable-rate
debt of approximately $1.0 billion, or approximately 6% of the total outstanding
general obligation debt, is un-hedged and, accordingly, floats with interest rates
re-set on a daily or weekly basis.

The Commonwealth has entered into interest rate swap agreements for the sole
purpose of hedging the interest rates on outstanding variable rate bonds, taking
advantage of the fact that these bonds generally lower interest costs. Other than
the net interest expenditures resulting from these agreements, no amounts are
recorded in the financial statements. In addition, the Commonwealth is
authorized to pledge its credit in support of scheduled, periodic payments to be
made by the Commonwealth under interest rate swaps and other hedging
agreements related to bonds or notes of the Commonwealth.

Of the Commonwealth’s variable-rate debt outstanding of approximately $4.0
billion, or approximately 25% of total general obligation debt, approximately
$3.2 billion had interest rates synthetically fixed by means of floating-to-fixed
interest rate exchange (“SWAP”) agreements. The Commonwealth has entered
into interest rate swaps with various counterparties pursuant to which the
counterparties are obligated to pay the Commonwealth an amount equal to the
variable-rate payment on the related bonds or a payment based on a market
index of tax-exempt variable rate bonds, and the Commonwealth is obligated to
pay the counterparties a stipulated fixed rate. The floating rate received by the
Commonwealth from swap counterparties is used to offset the variable rate paid
to bondholders. In most cases, only the net difference in interest payments is
actually exchanged with the counterparty. In all cases, the Commonwealth
remains responsible for making interest payments to the variable-rate
bondholders. The intended effect of the agreements is essentially to fix the
Commonwealth’s interest rate obligations with respect to its variable-rate bonds.
For example, during a period when interest rates rise, the Commonwealth would
likely receive higher payments from swap counterparties that would be used to
offset higher payments to bondholders of the outstanding variable rate bonds.
During a period when interest rates decline, the reduction in interest payments to
bondholders would likely offset the higher payments made to swap
counterparties. But in both scenarios, the net obligation of the Commonwealth
is fixed through the life of the swap and bonds. As of June 30, 2008, all of the
Commonwealth’s interest rate swaps were floating-to-fixed rate agreements and
were deemed qualified hedges.

The table on the following page details this activity.
Objective of the Interest Rate Swap Agreements

In connection with the issuance of variable rate refunding bonds in 1997, 1998,
2001, 2003, 2005, and 2007, the Commonwealth entered into interest rate swap
agreements with certain counterparties. Additional swap agreements, as well as
on a 2005 series of gas tax bonds, were initiated as part of the Convention
Centers’ permanent financing in FY04. The purpose of all these agreements is
to effectively fix the interest rate payable on the corresponding variable rate
refunding bonds, and to achieve synthetic interest rates that are lower than the
rate that could have been achieved on a natural fixed rate basis at the time the
agreements were entered into.
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Terms of the Interest Rate Swap Agreements

The bonds and related swap agreements have final maturities ranging from 2009
to 2037. The swaps’ total notional value of $3,203,825,000 matches the par
amount of the related variable rate refunding bonds. Under the swap
agreements, the Commonwealth pays the relevant counterparties fixed rates
ranging from 2.925% to 5.25% and receives variable rate payments equal to the
amount of variable rate payments the Commonwealth pays on the related
variable rate refunding bonds.

The following chart details the Commonwealth’s outstanding swaps and related

bond issuances:

Notional
Amounts Fair Market Final
Associated Outstanding Effective Fixed Rate Variable Value as of 6/30  Termination Counterparty
Bond Issue (thousands) Date Paid (Range) Rate Received (thousands) Date Counterparty Credit Rating
General Obligation Bonds:
Goldman Sachs Mit
Series 1997B $ 162,768 8/12/1997 4.659% Cost of Funds $ (11,995) August 1, 2015 Mar Der Prod Aaa /| AAA
Series 1997B 108,512 8/12/1997 4.659% Cost of Funds (7,806) August 1,2015 AMBAC Aa3/AA
Lehman Brothers
Series 1998A & B 298,308 9/17/1998 4.174% Cost of Funds (13,925) September 1, 2016 Der Prod N/A
Series 1998A & B 198,872 9/17/1998 4.174% Cost of Funds (9,720) September 1,2016  Salomon / Citigroup Aal / AA
Morgan Stanley Der
Series 2001B & C 496,225 2/20/2001 4.150% Cost of Funds (27,167) January 1, 2021 Prod Aaa /| AAA
Goldman Sachs Mit
Series 2003B 87,455 3/12/2003 4.500% Cost of Funds/CPI 2,166 March 1, 2014 Mar Der Prod Aaa / AAA
Lehman Brothers
Series 2003B 10,000 3/12/2003 4.500% Cost of Funds/CPI 172 March 1, 2013 Special Fin N/A
Series 2005A 548,885 3/29/2005 2.925%-4.00% SIFMA (12,212) February 1, 2028 Citibank N.A. Aal / AA
Series 2006C 100,000 11/29/2006 3.73%-3.85%  Cost of Funds/CPI (1,747) November 1, 2020 Citibank N.A. Aal / AA
Lehman Brothers
Series 2007A 400,000 5/30/2007 4.420% LIBOR (12,049) May 1, 2037 Special Fin N/A
Series 2007A Lehman Brothers
(refunding) 445,795 5/30/2007  3.963% - 4.083% LIBOR (16,252) November 2, 2025 Special Fin N/A
Merrill Lynch Cap
Series 2007D 109,283 8/16/2007 3.942% SIFMA - 3 bps (4.319) August 1, 2018 Serv AA-/ A-1+
Bear Stearns Fin
Series 2007D 54,642 8/16/2007 3.942% SIFMA -3 bps 2,170  August 1,2018 Prod Aaa / AAA
Subtotal 3,020,745 (112,684)
Special Obligation Dedicated Tax Revenue Bonds
Goldman Sachs Cap
Series 2004 28,863 6/29/2004 4.45% -5.25%  Cost of Funds/CPI (841) January 1, 2018 Markets Aa3 / AA-
JPMorgan Chase
Series 2004 28,863 6/29/2004 4.45% -5.25%  Cost of Funds/CPI (539) January 1, 2018 Bank Aaa/AA
Bear Stearns / JP
Series 2004 28,864 6/29/2004 4.45% -5.25%  Cost of Funds/CPI 532 January 1, 2018 Morgan Aaa/AA
Merrill Lynch Cap
Series 2005A 96.490 6/12/2005  4.771% - 5.06%  Cost of Funds/CPI (1,572) June 1,2022 Serv AA-/ A-1+
Subtotal 183,080 (2,420)
Total $ 3,203,825 $ (115,104)

Commonwealth of Massachusetts

During September and October of 2008, swaps designated with an N/A were
mostly replaced due to the bankruptcy of Lehman Brothers Special Financing,
Lehman Brothers Derivative Products, Inc. and related entities. The 1998 A&B
swap above is in the process of being replaced as of the opinion date. The
2003B swap was replaced by Deutsche Bank AG which has a credit rating of
Aal / AA-. The 2007A swap was replaced by Barclay’s Bank
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PLC which is rated Aal / AA. The 2007A (refunding) swap was replaced by
Deutsche Bank AG and Bank of New York Mellon and is rated Aaa / AA. The
acquistion of the Bear Stearns Company by JP Morgan Chase and Co did not
have an effect on the Commonwealth’s swaps.

In addition, the Commonwealth is contingently liable for swaps associated with
the Route 3 North Transportation Improvement Association Lease Revenue
Bonds and the City of Chelsea Commonwealth Lease Revenue Bonds. These
transactions are further discussed in Note 12 to the Combined Financial
Statements — Statutory Basis.

Fair Market Value of the Interest Rate Swap Agreements

Swap rates for the types and remaining terms of the Commonwealth’s swap
agreements are generally lower (as of June 30, 2008) than those that prevailed
when the various swap contracts were entered into. This is the result of two
factors: (1) lower interest rates in general, and (2) the shortening of the
remaining terms of the swap contracts due to the passage of time and an upward
sloping yield curve for such instruments. As a result, the Commonwealth’s
swap agreements have an estimated fair market value of negative
($115,104,000) as of June 30, 2008. If all the Commonwealth’s swap
agreements had been terminated as of the end of fiscal year 2008 the
Commonwealth would have been required to make a payment of this magnitude.
Although the Commonwealth has the option of terminating its swap agreements
at any time (and either make or receive any termination payment due), the
Commonwealth’s counterparties do not have such an option. Therefore, the
Commonwealth would only have to make a payment of the amount estimated if
certain termination events occurred, as described below. Based on the terms and
provisions of the swap agreements, an involuntary termination of the swaps due
to an event of the Commonwealth is remote. In the case of a voluntary
termination due to an event of a counterparty, the Commonwealth would likely
seek to maintain the existing hedge by replacing that counterparty with another.

Credit Risk of the Interest Rate Swap Agreements

The swap contracts require that the Commonwealth’s counterparties maintain
certain ratings levels. If they fail to maintain such ratings, the Commonwealth
could choose to terminate the related swap agreement and receive or pay a
termination payment depending on the interest rates at the time. Similarly, the
Commonwealth is required to maintain a certain credit rating under the
agreements, generally in the “A” category. If the Commonwealth’s rating fell
below those levels, the Commonwealth’s counterparties could choose to make
variable rate payments based on a market index (instead of the actual bond rate)
which would subject the Commonwealth to basis risk, as noted below.

Basis, Market and Rollover Risk of the Interest Rate Swap Agreements

Because the terms on the interest rate swap agreements require the
Commonwealth’s counterparties to make variable rate payments equal to those
the Commonwealth makes on the related variable rate bonds, the
Commonwealth is not generally subject to any basis or market risk as a result of
these agreements. Under certain circumstances, such as a downgrade of the
credit rating of the bonds or the enactment of tax-related legislation which
causes the related bonds to trade differently, the swap agreements provide that
the Commonwealth’s counterparties, may, at their option, pay a variable rate
that is based on one or more market indices such as LIBOR or the SIFMA swap
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index. Under these circumstances, the Commonwealth would be subject to basis
risk if these indices varied significantly from the variable rates that were
determined for the Commonwealth’s variable rate demand bonds through the
associated remarketing process.

The swap contracts have the same maturity dates and amortizations as the
related bonds. Therefore, the Commonwealth is not subject to any rollover risk
as a result of these agreements.

Termination Risk of the Interest Rate Swap Agreements

The swap contracts use the International Swap Dealers Association Master
Agreement, which includes standard termination events, such as failure to pay
and bankruptcy. The swap agreements are not otherwise subject to termination
except at the Commonwealth’s option. If one or more of the swap agreements
were terminated, then the related variable rate bonds would no longer be hedged
and the Commonwealth would no longer be paying a synthetic fixed rate with
respect to the bonds. In addition, if at the time of termination, the swap had a
negative fair value, the Commonwealth would incur a loss and would be
required to settle with the related counterparty or counterparties at the swaps’
fair market values. However, to avoid a termination payment and to maintain
the interest rate hedge, the Commonwealth would likely seek to replace
counterparties to the swap agreement.

On September 15, 2008, Lehman Brothers Holdings Inc. (“LBHI”), the
corporate parent of Lehman Brothers Derivatives Products Inc (“LBDP”) and
Lehman Brothers Special Financing Inc. (“LBSF”), filed for bankruptcy. At the
time of the filing, the Commonwealth had outstanding interest rate swaps with
LBDP and LBSF. The Commonwealth’s outstanding interest rate swap with
LBDP was subject to automatic termination upon such bankruptcy filing, with
payment of a termination amount by the Commonwealth due within five days of
notice of such termination. However, no notice of termination was given and,
on September 16, 2008, the swap was assigned by the parties to LBSF, and is no
longer subject to automatic termination. LBHI was the guarantor of the swaps
originally entered into with LBSF, and as a result of LBHI’s bankruptcy filing,
those swaps are subject to termination at the option of the Commonwealth. On
October 8, 2008, LBSF was replaced on the 2003 and 2007 swaps at no cost to
the Commonwealth. These swaps have been assigned to new counterparties. It
is the Commonwealth’s intention to assign the 1998 swap to different
counterparties in the near future without incurring termination costs. The
Commonwealth could owe a termination payment if this swap were to be
terminated at this time and was not assigned to replacement counterparties.

Debt service on the swapped variable rate bonds is as follows (assuming a short
term rate of 3.5%, a LIBOR rate of 5.5%, a securities industry and financial
markets association (SIFMA) rate of 2.566% and a CPI rate of 3%). Negative
amounts represent a net benefit to the Commonwealth based on current rates.
(amounts in thousands):
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Fiscal Year Variable-Rate Bonds Interest Rate
Ending June 30 Principal Interest Swaps. Net Total

2009 $ 12,305  $ 130,011  $ 4,963 $ 147,279
2010 34,895 128,931 4,828 168,654
2011 25,315 128,003 4,674 157,992
2012 119,445 124,482 3,807 247,734
2013 195,640 118,606 2,222 316,468

2014-2018 1,097,875 489,106 (19,183) 1,567,798

2019-2023 933,990 302,416 (46,945) 1,189,461

2024-2028 562,850 110,232 (25,882) 647,200

2029-2033 112,315 50,776 (13,803) 149,288

2034-2037 109,195 13,616 (3,701) 119,110
Total $ 3,203,825 $ 1,596,179  § (89,020) $ 4,710,984

For financial reporting purposes, the GLTDAG shows bond principal at face
value, exclusive of any unamortized premiums, discounts and issuance costs.
For capital appreciation bonds, the outstanding amount represents total principal
and accreted interest to be repaid.

The amount of long-term debt authorized but unissued is measured in
accordance with the statutory basis of accounting. Only the net proceeds
(exclusive of discount and costs of issuance) are deducted from the total
authorized by the Legislature.

Long-term debt outstanding (excluding unamortized premiums, discounts and
issuance cost) and debt authorized and unissued at June 30, 2008 is as follows
(amounts in thousands):

Bonds Fiscal Year  Authorized and
Purpose Outstanding Maturities Unissued
GANS..c.ootrrreeirirnnes $ 1,535380 2009-2015 $ 0
Capital Projects:
General.........cccoeu..... 6,445,118  2009-2038 3,972,697
Highway......c.ooeueucn. 8,323,108  2009-2038 2,962,949
Local Aid................. 1,792,134 2009-2031 47,352
Other....c.ccoceverenennen, 638,700  2009-2029 60,448
17,199,060 7,043,446
Total....ccooovveiirennne $ 18,734,440 $ 7,043,446

Interest rates on the Commonwealth’s debt outstanding at the end of FY08
ranged from 0.5% to 6.6%.

Changes in long-term debt outstanding (excluding unamortized premium,

discount and issuance cost) and bonds authorized - unissued for the year ended
June 30, 2008 are as follows (amounts in thousands):
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E. Prior Defeasance

Commonwealth of Massachusetts

Bonds Authorized and
Outstanding Unissued
Balance July 1, 2007.......c.coeiriineiieieeeeeeieeeieae $ 18,736,961 $ 8,349,391
General obligation bonds:
Proceeds, defined as Principal, Premium less
discount and iSSUANCE COSES ......oeevvuvreeeiieneeannnnnns 1,305,945 (1,305,945)
Less: Net premium ......occeevveeeneneniennnnn. (25,121) O
Less: General Obligation Refunding Bonds: - O
Less: Principal on Refunding Bonds........................ (103,615) ad
Plus: Increase in bonds authorized.............ccccenee.ee. - ad
Less: Bonds retired.........ccooeeeveveeiiveeeeiieeeeeeeeeenen. (1,179,730) |
Balance June 30, 2008..........ccccoerverieierieeneneeeseeiene § 18,734,440 $§ 7,043,446

* Includes unallocated proceeds of approximately $213.2 million.

The difference between the principal on refunding bonds in the above table and
the amounts indicated on the combined balance sheet — statutory basis for all
fund types and account groups is the result of a cash defeasance of outstanding
debt accomplished during FY08. At June 30, 2008, debt service requirements to
maturity for principal (excluding unamortized premium discount, capital
appreciation and issuance costs) and interest including all variable rate interest
not hedged by swap agreements (assumed interest rate is 5%), except for auction
rate securities which are actual as of June 30, 2008, are as follows (amounts in
thousands):

Fiscal Year Ended

June 30 Principal Interest Total
2009............... $ 1,227,029  $ 908,002 $ 2,135,031
2010............... 1,193,980 845,899 2,039,879
2011.........eee. 1,267,930 781,586 2,049,516
2012, 1,169,384 714,869 1,884,253
2013............... 1,232,062 654,080 1,886,142
2014-2018........ 5,015,155 2,454,838 7,469,993
2019-2023........ 3,932,168 1,413,215 5,345,383
2024-2028........ 2,132,717 618,742 2,751,459
2029-2033........ 1,066,570 240,510 1,307,080
2034-2038........ 497,445 59,092 556,537
Total $ 18,734,440 $ 8,690,833 $ 27425273

The Commonwealth issued bonds and notes through both competitive and
negotiated sales during FY08. The costs for legal counsel and underwriting fees
for bond sales were approximately $426,000 and $6,017,000 respectively.

In prior years, the Commonwealth defeased certain general and special
obligation bonds by purchasing securities (from the proceeds of refunding bonds
or from surplus operating funds) and placing them in irrevocable trusts to
provide for all future debt service payments on the defeased bonds. With the
exception of the crossover refunding activity discussed previously, the trust
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F. Statutory Debt Limit

G. Administration Debt
Limit

Commonwealth of Massachusetts

account assets and the liabilities for the defeased bonds are not included in the
financial statements. At June 30, 2008, approximately $6,251,938,000 of bonds
outstanding from activities in prior fiscal years are considered defeased.

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 FY08 was approximately $15,585,725,000. Outstanding debt subject to
the limit at June 30, 2008 was approximately $13,504,384,000. The limit
increases 5% per year.

For purposes of determining compliance with the limit, outstanding direct debt
is defined by statute to include general obligation bonds at the amount of their
original net proceeds. It excludes BANs, discount and issuance costs, if any,
special obligation bonds, GANSs, refunded bonds, certain refunding bonds, debt
issued by counties, debt issued in conjunction with the MBTA Forward
Funding, certain Central Artery / Tunnel debt and debt issued for the SMART
program. The amounts excluded from the debt limit are as follows (amounts in
thousands):

Debt Outstanding
Balance June 30, 2008.............ccceeeevveeeeneeenee. $ 18,734,440
Less amounts excluded:
Premium and issuance cost............c........... 123,335
Special Obligation principal...................... (1,126,668)
GANSs principal...........cooeviiiiiiin. (1,536,206)
County Debt Assumed....................... (375)
MBTA Forward Funding.................... (309,203)
SMART bonds.......c.ovvviverininiiiiinannnn, (946,285)
Central Artery / Tunnel...................... (1,434,654)
Outstanding direct debt...........ceevrververirrennnne, $ 13,504,384

During fiscal year 2008, the administration announced a policy that sets the
annual borrowing limit at a level designed to keep debt service at a maximum of
8% of budgeted revenues. For this purpose, debt service includes principal and
interest payments on all general obligation debt, special obligation gas tax debt,
interest on federal grant anticipation notes, general obligation contract assistance
payment obligations and budgetary contract assistance payment obligations on
certain capital lease financings. Debt of the Massachusetts School Building
Authority and of the Massachusetts Bay Transportation Authority that is
supported by the portion of the sales tax legally dedicated to such entities is not
included for purposes of this analysis, as the Commonwealth is not liable for
such debt; similarly, the sales tax revenues legally dedicated to such entities are
not included in the budgeted revenue projections.

In addition to keeping debt service at a maximum of 8% of budgeted revenues,
the debt management policy limits future annual growth in the bond cap to not
more than $125 million through fiscal 2012. This additional constraint is
designed to ensure that projected growth in the bond cap will be held to stable
and sustainable levels.
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7.

H. Subsequent Bond
Issuances

FIXED ASSETS

The Administration will treat all debt and debt-like obligations of the
Commonwealth as subject to the bond cap for purposes of developing the annual
capital budget, except in limited circumstances when there is a sound policy
justification for not including a particular debt issue. Debt may be excluded
from the bond cap, for example, where there is a new, dedicated source of
project-related revenues supporting the payment of debt service on such debt; in
such cases, the dedicated revenue would also be excluded from projected
budgeted revenues for purposes of determining the bond cap as described above.

The following table shows the annual bond cap, the resulting total annual debt
service payment obligations and the debt service as a percentage of budgeted
revenues.

Bond Cap ( in millions except for percentages)

Fiscal

2008
Bond Cap $ 1,500
Total Debt Service Obligations 2,010
Budgeted Revenue 30,313
Debt Service as % of Budgeted Revenues 6.63%

In September 2008, the Commonwealth sold general obligation bonds series
2008 A with a principal amount of $652,790,000 with maturities from FY10 to
FY39. In addition, two series of auction rate securities sold originally in series
2007A were refunded in this issuance totaling $163,650,000. These securities
originally matured on August 1, 2018, but were called on October 8, 2008 and
October 10, 2008 at a price of 100%.

Capital asset activities reflected in the General Fixed Asset Account Group for
the fiscal year ended June 30, 2008 are as follows:

July 1, 2007 June 30, 2008
Beginning Ending
Balance Increases Decreases Balance
Capital assets not being depreciated:
LA oot $ 753,152 $ 43,101 $ (1,639) § 794,614
Land Central Artery / Tunnel Project ........ccooovevveieenieneieeneieeeene 339,007 1,077 (20) 340,064
Construction in process - non - Central Artery / Tunnel Project . 2,148,211 501,262 (192,463) 2,457,010
Construction in process - Central Artery / Tunnel Project ..................... 127,681 O (113,616) 14,065
Total capital assets not being depreciated ..........ocvevvvirieiecinererieeeenenes 3,368,051 545,440 (307,738) 3,605,753
Capital assets being depreciated:
BUILAINGS .ttt e 3,908,337 94,711 (150) 4,002,898
Machinery and eqUIPMENT ........c.coeverueieirerieieireeeere e, 859,137 47,898 (14,318) 892,717
Infrastructure non - Central Artery / Tunnel Project . 11,101,175 120,459 - 11,221,634
Infrastructure - Central Artery / Tunnel Project..........ccccoveinncennnnne. 7,573,825 194,367 (83) 7,768,109
Total capital assets being depreciated..........ocovererieiieerenieiieereieieeeens 23,442,474 457,435 (14,551) 23,885,358

General Fixed Assets Account Group.................

Commonwealth of Massachusetts

.......................... $§ 26,810,525 § 1,002,875 $ (322,289) § 27,491,111

The Institutions of Higher Education report separately for fixed assets for GAAP
purposes only. During FY08, the Commonwealth did not transfer infrastructure
or land related to the Central Artery / Tunnel Project to the Massachusetts
Turnpike Authority, pursuant to Chapter 11 of the Acts of 1997, as amended.
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8.

LEASES

9.

INDIVIDUAL FUND DEFICITS

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. Lease
agreements are for various terms and contain clauses indicating that their
continuation is subject to appropriation by the Legislature. For the fiscal year
ended June 30, 2008, capital lease / purchase expenditures totaled approximately
$26,380,000.

At June 30, 2008, the Commonwealth’s aggregate outstanding liability under
capital leases, based on the present value of the net minimum lease payments,
exclusive of Institutions of Higher Education, totaled approximately
$83,741,000. This liability is reported in the GLTDAG. Equipment acquired
under capital leases and included in the GFAAG totaled approximately
$93,771,000.

The Commonwealth has numerous operating lease agreements for real property
and equipment with varying terms. These agreements contain provisions
indicating that continuation is subject to appropriation by the Legislature.
Operating lease expenditures for the fiscal year ended June 30, 2008 were
approximately $205,269,000.

The following is a schedule of future minimum payments under non-cancelable
leases as of June 30, 2008 (amounts in thousands):

Capital Leases Operating
Principal Interest Leases Total

2009 § 13,621 $ 4,182 § 125201 $ 143,004
2010 13,014 3,994 101,522 118,530
2011 10,430 3,200 74,679 88,309
2012 7,910 2,429 59,061 69,400
2013 5,567 1,709 39,024 46,300
2014-2018 13,574 4,166 113,921 131,661
2019-2023 13,149 4,035 55,100 72,284
2024-2028 6,476 1,987 46,597 55,060
2029-2033 - - 46,201 46,201

Total........... $ 83741 § 25702 $ 661,306 $ 770,749

Commonwealth of Massachusetts

The Capital Projects Fund deficit reported in the following table reflects the time
lag between capital expenditures and the sale of related bonds. To arrive at the
combined capital projects fund deficit, individual fund deficits of $463,402,000
are offset by capital funds earmarked in reserve for the other Capital Projects
Funds of approximately $257,750,000.
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10. MEDICAID COSTS

The following Budgeted, Non-Budgeted Special Revenue and Capital Projects
Funds are included in the combined totals and have individual fund
undesignated deficits at June 30, 2008, as follows (amounts in thousands):

Non-Budgeted Special Revenue:

Lottery Funds:
State Lottery Fund.........ccoooevevvveniieiineiieiiieiiieiieeeeeeee. $ (32,374)
Other:
Government Land Bank Fund...........cccoceeccoo (35,097)
Motor Vehicle Safety Inspection Trust Fund.........c.ccccceennone (11,303)
Total Non - Budgeted Funds............c.cooovviiiiiininnenn.. (78,774)

Capital Projects:
Capital Investment Trust Fund..........ocooevecniiii . (98)
Capital Improvement and Investment Trust Fund...................... (183)

Capital Expenditure Reserve Fund..... (9,245)
Highway Capital Projects Fund..........ccccc.oooooii . (438,212)
Local Capital Projects Fund.............c.cooooiiiiiiiinn.n. (664)
Government Land Bank Capital Projects Fund..................... (15,000)
Total Capital Projects Funds..............coooeiviiiiiiiinnnn.. (463,402)
TOtAl .o, $ (542,176)

Transfers and the cash defeasance of debt which occurred in FY08 were not
included as appropriations in the general appropriation act. Therefore, no action
is necessary to cure those deficits. None of the funds detailed above were in
deficit due to finance-related contractual provisions and were allowed to be in
deficit by General Law.

The Commonwealth’s Medicaid program, called MassHealth, provides health
care to low-income children and families, certain low-income adults, disabled
individuals and low-income elders. The program, administered by the Office of
Medicaid within the Executive Office of Health and Human Services, receives
50% in federal reimbursement on most expenditures. Beginning in fiscal 1999,
payments for some children’s benefits became 65% federally reimbursable
under the State Children’s Health Insurance Program (SCHIP). Congress and the
Centers for Medicare and Medicaid Services are currently considering the
reauthorization of the national SCHIP program, which is presently authorized
through March, 2009.

Approximately 32.5% of the Commonwealth’s budget, including transfers, is
devoted to Medicaid. It is the largest and has been one of the fastest growing
items in the Commonwealth’s budget. For the fiscal year ended June 30, 2008,
the General Fund includes approximately $8.2 billion in expenditures for
Medicaid claims. The combined financial statements — statutory basis include
Medicaid claims processed but unpaid at June 30, 2008 of approximately $5.2
million as accounts payable.

11. RETIREMENT AND OTHER POST EMPLOYMENT BENEFITS

Commonwealth of Massachusetts

The Commonwealth is statutorily responsible for the pension benefits for
Commonwealth employees (members of the State Employees’ Retirement
System) and for teachers of the cities, towns, regional school districts
throughout the Commonwealth and Quincy College (members of the Teachers’
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A. Plan Descriptions

Commonwealth of Massachusetts

Retirement System, except for teachers in the Boston public schools, who are
members of the State-Boston Retirement System but whose pensions are
reimbursed to the City of Boston by the Commonwealth). The members of the
retirement systems do not participate in the Social Security System.

The Massachusetts 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 Massachusetts State Retirement Board and is part
of the reporting entity and does not issue a stand alone financial report.

The Massachusetts Teachers’ Retirement System (MTRS) is a defined benefit
PERS managed by the Commonwealth on behalf of municipal teachers and
municipal teacher retirees. The Commonwealth is a non-employer contributor
and is responsible for all contributions and future benefit requirements of the
MTRS. The MTRS covers certified teachers in cities (except the City of
Boston), towns, regional school districts and Quincy College. Consequently, the
Commonwealth reports the MTRS as a single employer PERS with special
funding responsibilities. The MTRS is administered by the Commonwealth and
is part of the reporting entity and does not issue a stand-alone financial report.

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. Benefits are recorded when due and payable.

Membership — Membership in SERS and MTRS as of January 1, 2008, the date
of the most recent valuation, is as follows:

SERS MTRS

Retirees and beneficiaries

currently receiving benefits................ 50,495 50,024
Terminated employees entitled to

benefits but not yet receiving them.... 3,955 N/A
Subtotal.......cocevveeerininieinnceceene 54,450 50,024
Current MemMDbETS.........ccoevvvvvueveeeeeeeeennns 85,602 89,636
Total...co.ooveeeinieciceceeee 140,052 139,660
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B. Benefit Provisions

C. Funding and
Contributions Policy

D. Other Financing
Situations

Commonwealth of Massachusetts

Massachusetts General Laws establish uniform benefit and contribution
requirements for all contributory PERS. These requirements provide for
superannuation retirement allowance benefits up to a maximum of 80% of a
member’s highest three-year average annual rate of regular compensation.
Benefit payments are based upon a member’s age, length of creditable service,
and group creditable service, and group classification. The authority for
amending these provisions rests with the Legislature.

Members become vested after ten years of creditable service. A superannuation
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.

The retirement systems’ funding policies have been established by Chapter 32 of
the Massachusetts General Laws. The Legislature has the authority to amend
these policies. The annuity portion of the SERS and TRS retirement allowance
is funded by employees, who contribute a percentage of their regular
compensation. Costs of administering the plan are funded out of plan assets.

The Commonwealth was financially responsible for the COLA granted to
participants in various retirement systems of cities, towns and counties in fiscal
year 1981 to 1997. 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 their respective systems. Any future
COLA granted by the Legislature to employees of these plans will be the
responsibility of the individual system, assuming approval by the local board.
The individual employer governments are also responsible for the basic pension
benefits.

The actuarial accrued liability for COLAs as of January 1, 2008 was
$376,000,000.

The policy for post-retirement benefit increases for all retirees of the SERS,
TRS, for those participants who serve in the City of Boston’s School
Department in a teaching capacity (BTRS) and COLAs of local governments is
subject to legislative approval.

The Commonwealth’s responsibility to the BTRS is only for those costs based
on annual certifications provided by the State — Boston Retirement System
(SBRS) to the TRS. Those costs are funded in arrears. The cost of pension
benefits of the other participants is the responsibility of the City of Boston. The
SBRS is not administered by the Commonwealth and is not part of the reporting
entity of the Commonwealth. For a complete copy of SBRS’s separately issued
financial statements, please contact the City of Boston Retirement Board at 617(]
635-4305.

The total contributions required for SERS and TRS are based on the entry age
normal cost method using the same actuarial assumptions used to compute the
net pension obligation.

A table of Pension Funding Progress is presented as supplemental information
on page 309 of this report.
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Member contributions vary depending on the most recent date of membership:

Hire Date % of Compensation

Priorto 1975, oo 5% of regular compensation

1975 - 1983 i 7% of regular compensation

198410 6/30/1996.....c.cviviiiiiiiieenns 8% of regular compensation

7/1/1996 to present...........oveueeeeeenenenen. 9% of regular compensation except for State Police
which is 12% of regular compensation

7/1/2001 t0 present...........oeeeueeeeeenenenen. 11% of regular compensation (for teachers hired after
7/1/01 and those accepting provisions of Chapter 114
of the Acts of 2000)

1979 to present. ....ocuvueueneninininneniennnn. An additional 2% of regular compensation in excess of
$30,000

Chapter 32 of the General Laws directs the Secretary of Administration and
Finance to prepare a funding schedule to meet actuarially determined
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. Under the current schedule adopted in 2004, the amortization
payments are designed to eliminate the unfunded liability by fiscal year 2023 on
a 4.50% increasing basis. The funding schedule as published follows an
acceptable actuarial funding methodology to compute normal cost and the
unfunded accrued actuarial liability.

Contributions by the Commonwealth of $1,398,630,000 were made during the
fiscal year ended June 30, 2008. Of this amount $69,600,000 represents
budgeted payments for COLAs granted to participants in retirement systems of
cities, towns and counties and approximately $105,420,000 represents payments
to the City of Boston to reimburse in arrears amounts for the BTRS.

In addition to providing pension benefits, under Chapter 32A of the
Massachusetts General Laws, the Commonwealth is required to provide certain
health care and life insurance benefits for retired employees of the
Commonwealth, housing authorities, redevelopment authorities, and certain
other governmental agencies. Substantially all of the Commonwealth’s
employees may become eligible for these benefits if they reach retirement age
while working for the Commonwealth. Eligible retirees are required to
contribute a specified percentage of the health care benefit costs which is
comparable to contributions required from employees. The Commonwealth is
reimbursed for the cost of benefits to retirees of the eligible authorities and non-
state agencies.

E. Commonwealth Post
Employment Obligations
Other than Pensions

The Group Insurance Commission (GIC) of the Commonwealth manages the
Commonwealth’s defined benefit OPEB plan as an agent multiple employer
program including the Commonwealth and 340 municipalities and other non-
Commonwealth governmental entities. These entities that participate in the GIC
are responsible for paying premiums at the same rate to the GIC and therefore
benefit from the Commonwealth’s premium rates. The GIC is part of the
Trustees of the State Retiree Benefits Trust Fund (SRBTF). Per a subsequent
act of the Legislature to the FY08 General Appropriation Act, Trustees of the
SRBTF include, among others, representatives of GIC and HST.
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The SRBTF can only be revoked when all such health care and other non-
pension benefits, current and future have been paid or defeased. GIC administers
benefit payments, while the other Trustees and GIC vote on investment
decisions.

Funding Policy

The Commonwealth recognizes its share of the costs when paid. The FY08
General Appropriation Act transferred approximately $344 million to the
SRBTF and a supplemental budget transferred over $11 million in addition, with
a total appropriation of nearly $355 million. Furthermore the FY08 General
Appropriation Act directed the transfer of the balance in the HST to the SRBTF.
The transfer from the HST to the SRBTF was approximately $336 million.
Therefore, total contributions in FY08 were approximately $683 million, net of
transferred payables.

There are approximately 140,700 participants eligible to receive benefits as of
the most recent actuary report. In fiscal 2008, the contribution rates for
employees and retirees are as follows:

Hire Date / Retirement Date % Contributed

Employees hired before July 1, 2003...........
Employees hired on or after July 1, 2003......
Retirees on or before July 1, 1994...............
Retirees after July 1, 1994........................
SUIVIVOTS. .. ovteeet e,

15% of premiums
20% of premiums
10% of premiums
15% of premiums
10% of premiums

In July 2008, a joint legislative - administrative commission report was released
recommending funding options for OPEB in addition to employee contributions
and appropriations. In its report, the special commission recommends that the
Commonwealth develop a strategy to pre-fund the Commonwealth’s OPEB
liability. The commission identifies three funding sources -- tobacco settlement
funds, unanticipated budgetary surpluses and annual legislative appropriations -]
and recommends funneling funds from all three sources to the SRBTF in order
to address the unfunded OPEB liability. With regard to tobacco settlement
funds, the commission advises a phased-in approach, whereby a specified
percentage of the settlement funds (increasing from 25% of such funds in year
one to 90% of such funds in year four and thereafter) would be transferred to the
SRBTF. In addition to using the tobacco settlement funds, the commission
further recommends that the Commonwealth allocate 50% of any unanticipated
surplus funds in a budget surplus year to the SRBTF. Finally, the commission
recommends that annual appropriations to the SRBTF be included in each
annual budget in a similar manner to pensions so as to eliminate the unfunded
liability by 2038. The fiscal 2009 budget does not include any of the special
commission’s recommendations for addressing the Commonwealth’s OPEB
liability. Many of the recommendations will require separate legislation.
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12. COMMITMENTS

A. MBTA and Other
Authorities

B. Saltonstall Building

C. Other Construction
Commitments

D. Contractual Assistance to
Authorities

Commonwealth of Massachusetts

The Commonwealth continues to guarantee certain Massachusetts Bay
Transportation Authority (MBTA) debt outstanding at June 30, 2008, totaling
$955,340,000.

The MBTA’s Forward Funding legislation of 1999 provides for the MBTA to
issue general obligation, revenue or other debt secured by a pledge or
conveyance of all or a portion of revenues, receipts or other assets or funds of
the MBTA. Accordingly, all MBTA debt issued after this legislation is not
backed by the full faith and credit of the Commonwealth.

Additional commitments of the Commonwealth remain for the University of
Massachusetts Building Authority and the Massachusetts State College Building
Authority. As of June 30, 2008, the University of Massachusetts Building
Authority has committed debt of approximately $999 million, of which
approximately $156 million is guaranteed by the Commonwealth. The
Massachusetts State College Building Authority has approximately $554 million
of outstanding debt, of which approximately $50 million is guaranteed by the
Commonwealth.

The MDFA was authorized in legislation to undertake redevelopment of the
Saltonstall State Office Building (Building) and its surrounding area. Under the
provisions of MDFA’s bond authorization, the Building is to be leased by the
MDFA for a lease term of up to 50 years with extension terms permitted for an
aggregate 30 more years. The MDFA renovated the Building leased half of it
back to the Commonwealth for office space and related parking for a
comparable lease term. The remainder of the Building and surrounding area has
been redeveloped as private office space, housing and retail establishments. The
Commonwealth is obligated for future lease payments for space it rents.

However, this obligation is not a general obligation or a pledge of credit of the
Commonwealth. Though MDFA’s bonds are revenue obligations, with pledges
of the public and private lease payments, the Commonwealth’s lease payments
are due upon occupancy and are subject to annual appropriation. The
Commonwealth has commenced occupancy of the Building.

At June 30, 2008, the Commonwealth had commitments of approximately
$787.9 million related to ongoing construction projects.

The Commonwealth is also authorized to pledge its credit in aid of and provide
contractual support for certain independent authorities and political subdivisions
within the Commonwealth. These Commonwealth liabilities are classified as (a)
general obligation contract assistance liabilities, (b) budgetary contractual
assistance liabilities or (c) contingent liabilities. In addition, the Commonwealth
is authorized to pledge its credit in support of scheduled, periodic payments to
be made by the Commonwealth under interest rate swaps and other hedging
agreements related to bonds or notes of the Commonwealth.

General obligation contract assistance liabilities arise from statutory
requirements for payments by the Commonwealth to the Massachusetts Water
Pollution Abatement Trust, the Massachusetts Turnpike Authority and the
MDFA that are used by such entities to pay a portion of the debt service on
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Commonwealth of Massachusetts

certain of their outstanding bonds. Such liabilities constitute a pledge of the
Commonwealth’s credit for which a two-thirds vote of the Legislature is
required.

During FY08 a law was enacted amending a 2006 law authorizing an
“infrastructure investment incentive” program, known as “I-Cubed.” The
amendment, among other things, clarifies the manner in which the program is to
be financed and the security for the related bonds. Under the program, up to
$250 million of public infrastructure improvements to support significant new
private developments may be financed by bonds issued by the MDFA that will
be secured by and payable from a general obligation pledge of contract
assistance from the Commonwealth. Until a related new private development is
completed and occupied, the developer’s property will be assessed by the
municipality in amounts equal to the debt service cost on the bonds to reimburse
the Commonwealth for such cost. After each phase of the private development is
completed and occupied, the municipality will be required to reimburse the
Commonwealth for any portion of the debt service cost on the bonds that is not
covered by new state tax revenues generated from the related private
development. The municipality’s reimbursement obligation will be secured by a
general obligation pledge of the municipality, a local aid intercept and a reserve
fund which must be funded in an amount equal to or greater than two years of
debt service on the bonds. The obligation of the municipality ends when the
Commonwealth has collected revenues sufficient to pay principal and interest
payments to date plus all remaining principal payments due. Regulations are still
being developed pursuant to this legislation, and no such bonds have yet been
issued.

Subsequent to year end legislation was enacted including an authorization to
finance up to $43 million of the costs of a parkway at the former South
Weymouth naval air base to support the development of the former base. Similar
to the I-Cubed program financing model, the bonds to finance the parkway
would be issued by MassDevelopment and would be secured and payable from a
general obligation pledge of contract assistance from the Commonwealth. In the
event that the new state tax revenues generated from the new private
development are less than the debt service cost on the bonds, the South Shore
Tri-Town Development Corporation, a public entity with municipal taxing and
other powers over the geographic area of the former base, would be required to
reimburse the Commonwealth for any such shortfall. The legislation provides
that such payment obligations of the Corporation be secured by a general
obligation pledge of the Corporation.

Budgetary contract assistance liabilities do not constitute a pledge of the
Commonwealth’s credit. Contingent liabilities relate to debt obligations of
independent authorities and agencies of the Commonwealth, or payment
obligations of such entities on hedging transactions related to such debt, that are
expected to be paid without Commonwealth assistance, but for which the
Commonwealth has some kind of liability if expected payment sources do not
materialize. These liabilities consist of guaranties and similar obligations with
respect to which the Commonwealth’s credit has been or may be pledged. Under
legislation approved by the Governor on August 11, 2008, the Commonwealth
may pledge its credit to guarantee payment obligations of the Massachusetts
Turnpike Authority with respect to certain hedging transactions or
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E. Route 3 North
Transportation
Improvements
Association,
Commonwealth Lease
Revenue Bonds, and
Other

Commonwealth of Massachusetts

provide financial support subject to annual appropriation and without a pledge
of the Commonwealth’s credit. The same legislation authorizes the
Commonwealth to provide credit support to the Turnpike Authority in
connection with the issuance of certain refunding bonds, subject to annual
appropriation and without a pledge of the Commonwealth’s credit. In addition,
the Commonwealth has certain statutorily contemplated payment obligations
with respect to which the Commonwealth’s credit has not been pledged, as in
the case of the Commonwealth’s obligation to replenish the capital reserve funds
securing certain debt obligations of the Massachusetts Housing Finance Agency
and the Commonwealth’s obligation to fund debt service, solely from moneys
otherwise appropriated for the affected institution, owed by certain community
colleges and state colleges on bonds issued by the Massachusetts Health and
Educational Facilities Authority and the Massachusetts State College Building
Authority.

By the virtue of the bankruptcy filing by Lehman Brothers Holdings Inc
(“LBHI”) as described in Note 6 to the financial statements, the interest rate
swaps with Lehman Brothers Special Financing (“LBSF”) are subject to
termination at the option of the Turnpike Authority. The Turnpike Authority
would owe a termination payment on each of these swaptions if there were to be
terminated at this time. The Turnpike Authority is evaluating its options and has
made no decision at this time regarding the Lehman swaptions. This action
could trigger the contingent guarantee discussed above.

Route 3 North Transportation Improvements Association Commonwealth Lease
Revenue Bonds. In August, 2000, the Route 3 North Transportation
Improvements Association (the “Association”) issued approximately $394.3
million of lease revenue bonds to finance the reconstruction and widening of a
portion of state Route 3 North. In May, 2002, the Route 3 North Transportation
Improvements Association issued approximately $312.7 million of additional
lease revenue bonds, $305.6 million of which were issued as refunding bonds.
In connection with the financing, the Commonwealth leased the portion of the
highway to be improved to the Association, and the Association leased the
property back to the Commonwealth pursuant to a sublease. Under the sublease,
the Commonwealth is obligated to make payments equal to the debt service on
the bonds and certain other expenses associated with the project. The
obligations of the Commonwealth do not constitute a general obligation or a
pledge of the credit of the Commonwealth and are subject to annual
appropriation by the Legislature. On May 9, 2007, the Commonwealth sold
general obligation bonds to refund approximately $53.4 million of the lease
revenue bonds. As of June 30, 2008, the Route 3 North Transportation
Improvements Association had $376.5 million of such lease revenue bonds
outstanding, of which $82.5 million are fixed-rate bonds and $294 million are
variable-rate bonds with an associated interest rate swap agreement. The
variable-rate bonds and the associated swap agreement are insured by Ambac.
If Ambac were to be downgraded below certain thresholds specified in the swap
agreement, the agreement could become subject to termination at the option of
the counterparty, triggering termination costs (currently estimated at
approximately $46 million) for which the Commonwealth would be liable under
the sublease. In connection with the recent credit deterioration and ratings
downgrades of Ambac, there have been failed remarketings with respect to the
variable-rate bonds, and the counterparty under the associated interest rate swap
agreement exercised its right to make variable payments to the Association
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13.  CONTINGENCIES

related to a taxable index rather than to pay the Association’s variable interest
costs, for which the Commonwealth is liable under the sublease. For fiscal
2008, such increased costs amounted to approximately $1 million, which were
funded by supplemental appropriations approved by the Governor on August 8,
2008. Such increased costs have continued in fiscal 2009. For the 30-day
period ended on July 15, 2008, such increased costs amounted to approximately
$1.3 million. The Commonwealth is planning to refinance the variable-rate
bonds as Commonwealth general obligation bonds, as authorized by legislation
approved May 29, 2008. In connection with any such refinancing, the
Commonwealth may terminate existing debt service deposit agreements which
provide an advance payment of $8.3 million when such agreements were entered
into in 2000. The termination value of the agreements is currently estimated to
be approximately $6 million. In 2005, the developer of the project submitted a
request for equitable adjustment pursuant to the development agreement
between the developer, the Executive Office of Transportation and Construction
and the Massachusetts Highway Department. As of June 11, 2008, the parties
reached a settlement in principle with the developer. On June 23, 2008, the
developer filed for bankruptcy protection.  On August 8, 2008, the
Commonwealth, the developer and the sureties executed a settlement agreement
resolving all claims on the project. Due to the developer’s bankruptcy filing on
June 23, 2008, however, the developer will not be able to agree to the settlement
unless the Bankruptcy Court approves it and no appeal is taken. If final
approval is not obtained from the Bankruptcy Court, the settlement agreement
will be null and void, except to the extent the parties further agree in writing.

City of Chelsea Commonwealth Lease Revenue Bonds. By the virtue of the
bankruptcy filing by LBHI as described in Note 6 to the financial statements, the
interest rate swaps with LBSF are subject to termination at the option of the
Commonwealth. The Commonwealth is currently considering structuring
alternatives including assigning these swaps to different counterparties or
refunding the bonds.

A. Settlements and
Judgments

B. Workers’ Compensation

C. Federal Assistance

Commonwealth of Massachusetts

A number of lawsuits are pending or threatened against the Commonwealth,
which arise from the ordinary course of operations. These include claims for
property damage and personal injury, breaches of contract, condemnation
proceedings and other alleged violations of law. For those cases in which it is
probable that a loss will be incurred and the amount of the potential judgment
can be reasonably estimated or a settlement or judgment has been reached but
not paid, the Attorney General estimates the liability to be approximately
$27,000,000 in total which is included in the GLTDAG.

Under the statutory basis of accounting, workers’ compensation costs are
recognized when claims are presented and paid. The Commonwealth’s
outstanding liability for such claims at June 30, 2008 is estimated to be
$271,080,000, in total which is included in the GLTDAG.

The Commonwealth receives significant financial assistance from the federal
government. Entitlement to these resources is generally contingent 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. At June 30, 2008 the
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D. Escheat Property

E. Tobacco Settlement

F. Ballot Initiative

Commonwealth of Massachusetts

Commonwealth estimated that liabilities, if any, which may result from such
audits are not material.

Chapter 200A of the Massachusetts General Laws, the Commonwealth’s
Abandoned Property Law, requires deposit of certain unclaimed assets into a
managed Fiduciary Fund. These unclaimed assets are to be remitted to the
General Fund each June 30, where it is included as miscellaneous revenue.
Amounts remitted during FYO0S8 totaled approximately $81,077,000. A portion
of accumulated claims since the law’s enactment represent a contingency,
because claims for refunds can be made by the owners of the property.

A Master Settlement Agreement (MSA) was executed in November of 1998
between five tobacco companies and 46 states, including the Commonwealth.
The MSA called for, among other things, annual payments to the states in
perpetuity. These payments have been estimated to total more than $200 billion
over the first 25 years, subject to various offsets, reductions, and adjustments.

In FYO08, the Commonwealth received approximately $288,490,000 or 87% of
the estimated amounts shown in the MSA. All received amounts were
transferred to the General Fund.

Amounts received in FY08 continued to be less than had previously been
projected as payments under the MSA. The Commonwealth’s allocable share of
the base amounts payable under the MSA is approximately 4.05%. The
Commonwealth’s allocable share of the base amounts under the agreement
through 2025 is nearly $7.6 billion, subject to adjustments, reductions and
offsets. However, in pending litigation, tobacco manufacturers are claiming that
because of certain developments, they are entitled to reduce future payments
under the MSA, and certain manufacturers withheld payments to the states due
in FY06 and FY07. The Commonwealth continues to pursue legal action to
compel the payment of these additional funds and to obtain a legal determination
that the Commonwealth is immune from the claimed downward adjustment to
its settlement payments.

In FYO04, a Suffolk Superior Court jury rejected the claims of the
Commonwealth’s private tobacco attorneys that they should be paid a fee
amounting to 25% of the Commonwealth’s tobacco settlement money. The jury
awarded the plaintiffs 10.5% of the amount the Commonwealth receives under
the MSA through 2025. To date, however, the attorneys have received more
than 10.5% of what the Commonwealth has received under the MSA. As of
June 30, 2006, the Commonwealth owes nothing under the jury award. Whether
the Commonwealth will in the future be required to pay any sum on private
counsel’s claim will depend on the actual payments received by the
Commonwealth under the MSA through 2025, as well as on the amounts the
attorneys receive through the arbitration payments.

Ballot Question 1 would reduce the state income tax from 5.30% to 2.65%
effective January 1, 2009, and eliminate the income tax effective January 1,
2010. If approved by the voters and fully implemented, Question 1 would result
in the loss of more than $12.5 billion in annual state income tax revenue.
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Individual
Budgeted
Funds

MAJOR BUDGETED FUNDS:

The General Fund - The General Fund is the
Commonwealth’s primary Governmental Fund. All
governmental activities not specifically directed to another
fund are accounted for in the General Fund. As a result,
most budgeted expenditures of the Executive secretariats,
the Legislature, constitutional offices, Judiciary, institutions
of higher education and independent commissions are paid
for 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.

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

Infrastructure Fund (Subfund of Highway Fund) -
details specific components of revenue and expenditure
related to the Highway Fund segregated per instructions in
Section 2 O of Chapter 29 of the General Laws.

The Commonwealth Stabilization Fund — to account for
amounts calculated in accordance with state finance law
and maintain a reserve to enhance the Commonwealth's
fiscal stability. Per the FY2005 General Appropriation Act
tax revenues from certain lottery winners selling their
stream of future winnings in exchange for current payments
will be recorded in this fund. The residual balance of the
Temporary Holding Fund is closed to the Stabilization
Fund to the extent of expenditures from the Fund.

Administrative Control Funds - account for the revenues
generated by certain administrative  functions of
government, for which the Legislature has required that
separate funds be established. These funds include:

Temporary Holding Fund — to account for cumulative
tax revenues during the fiscal year in excess of
permissible tax revenues as defined in Chapter 62F,
Section 6A of the General Laws. The fund balance in the

Commonwealth of Massachusetts
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fund closes annually to the Stabilization Fund to the extent
of expenditures from that fund. Any remaining balance
transfers to the General Fund.

Intragovernmental Service Fund — to account for the
charges of any state agency for services provided by
another state agency, for example, charges levied by the
public employee retirement administration for workers
compensation chargeback.

Bay State Competitiveness Investment Fund — to
account for funds received as part of the calculation of
consolidated net surplus for FY07 and available for
appropriation in FY08. This fund expired on June 30,
2008.

BUDGETED ENVIRONMENTAL FUND:

Inland Fisheries and Game Fund - to account for
revenues from license and permit fees for inland fishing,
hunting, trapping, and sporting licenses and revenue
producing stamps or the sales of land, rights and properties,
gifts, interest, and federal grant reimbursements; used for
developing, maintaining and operating the Division of
Fisheries and Wildlife.

OTHER BUDGETED FUNDS:

These funds account for a variety of miscellaneous taxes,
fees, fines and other revenues, which are restricted to the
financing of specific Commonwealth programs.

Workforce Training Fund - to account for revenues from
new unemployment surcharge of .075% of unemployment
taxable wages on employers; to provide grants to
employers and labor groups to provide education and
training to new and existing employees.

Division of Energy Resources Credit Trust Fund — to
account for the receipt, retention, redemption sale or
transfer of energy conservation credits, renewable energy
certificates or credits, emission credits and similar
allowances. The Division of Energy Resources may
expend these funds, subject to appropriation for the
implementation of programs for energy reliability,
renewable energy, public procurement of energy and
energy efficiency and climatic change. Any unexpended
balance in the fund at the close of a fiscal year is retained in
the fund. The fund is not allowed to carry a deficit at the
end of the fiscal year.
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Massachusetts Tourism Fund - to account for revenues
received from hotel taxes; used to fund the Office of Travel
and Tourism promotions and the Massachusetts
Convention Center Authority.

The following funds have been enacted in legislation but
are inactive:

Collective Bargaining Reserve Fund - to account for
transfers from the general fund, which may be used to fund
negotiated contracts for state employees.

Tax Reduction Fund — to account for the maintenance of a
reserve, which shall be used only to reduce personal
income taxes.

Dam Safety Trust Fund - to account for all receipts and
revenues generated through agreements executed between
the department of environmental management and public or
private entities for dam safety purposes, and all fines, costs,
expenses, and interest imposed.

International Educational and Foreign Language Grant
Program Fund — to account for appropriations, bond
proceeds or other monies authorized to be used by the
Commissioner of Education to increase the number of
Massachusetts students, teachers, administrators and
education policymakers to support programs and activities
that advance cultural awareness through grants to local and
regional high schools to support international education
programs and promote the study of foreign languages.

Commonwealth of Massachusetts
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Budgeted Funds
Combining Balance Sheet - Statutory Basis

June 30, 2008
(Amounts in thousands)

ASSETS

Cash and short-term investments...........ccccevveveeeiecceeinns
Cash with fiscal agent.........cccccovvivivcvcreis e
INVESTMENTS. ..o e
Receivables, net of allowance for uncollectibles:

Due from federal government............cccccoovvevervevennnnn,

Other receivabIes..........cveveiiiieieceeece e
Due from cities and tOWNS...........cccceevvevenievene e
Due from other funds..........ccooveiiiiieieiecee e

TOtAl ASSELS....eciveitiecreecre ettt e

LIABILITIES AND FUND BALANCES

Liabilities:
Deficiency in cash and short-term investments............
Accounts payable..........ccoiiiiii
Accrued Payroll..... ...

Total labilities.......coveeieiicieciec e

Fund balances (deficit):

Reserved for:
Continuing appropriations..........cccceeeevevrerereeseennnns
Commonwealth Stabilization.............cccccoevvevrnnnne.
Bay State Competitiveness Investment.................
DEbt SEIVICE. ...vcviicie e

Unreserved:
UNdesignated........ccceeeveerenenerereee e

Total fund balances (defiCit).........ccocevvrererviinninrennenn,

Total liabilities and fund balances...........cc.ccoevvernnnne.

See independent auditors' report

Commonwealth of Massachusetts

Commonwealth
General Highway Stabilization

$ 480,969 $ 18,230 $ 1,731,117

- 15,619 -

- - 388,077

441,748 - -

17,757 - -

6,674 - -

5,609 - -

$ 952,757 $ 33,849 $ 2,119,194

$ - $ - $ -

624,232 9,909 -

91,517 7,736 -

715,749 17,645 -

131,961 585 -

- - 2,119,194

- 15,619 -

105,047 - -

237,008 16,204 2,119,194

$ 952,757 $ 33,849 $ 2,119,194
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Administrative

Totals

(Memorandum only)

Control Environmental Other 2008 2007
$ 20,212 $ 10,576 $ 29,577 $ 2,290,681 $ 3,991,494
- - - 15,619 10,276
- - - 388,077 371,442
- - - 441,748 579,536
- - - 17,757 11,927
B} N - 6,674 7,115
- - - 5,609 -
$ 20,212 $ 10,576 $ 29,577 $ 3,166,165 $ 4,971,790
$ - $ - $ - $ - $ 1,281,517
15,194 327 9,996 659,658 713,703
1,215 149 70 100,687 75,555
16,409 476 10,066 760,345 2,070,775
3,803 - 19,511 155,860 341,036
- - - 2,119,194 2,335,021
- - - - 100,000
- - - 15,619 10,276
- 10,100 - 115,147 114,682
3,803 10,100 19,511 2,405,820 2,901,015
$ 20212 $ 10,576 $ 29,577 $ 3,166,165 $ 4,971,790
Commonwealth of Massachusetts 89
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Budgeted Funds

Combining Statements Of Revenues, Expenditures And Changes In Fund Balances - Statutory Basis

Fiscal Year Ended June 30, 2008
(Amounts in thousands)

REVENUES AND OTHER FINANCING SOURCES
Revenues:

Assessments....
Federal grants and reimbursements...
Departmental
Miscellaneous.

Total revenues....

Other financing sources:
Fringe benefit cost recovery....
Lottery reimbursements...
Lottery distributions.....
Tobacco settlement transfer.
Excess permissible tax revenue..
Operating transfers in...
Stabilization transfer.....
Transfer for Bay State Competitiveness Investment..
Other fund deficit support

Total other financing sources.. .
Total revenues and other fiNaNCING SOUICES.........c.ceiririririririeceree s

EXPENDITURES AND OTHER FINANCING USES

Expenditures:
Legislature...
Judiciary......
Inspector General...
Governor and Lieutenant Governol
Secretary of the Commonwealth.
Treasurer and Receiver-General.
Auditor of the Commonwealth
Attorney General.......
Ethics Commission
District Attorney....
Office of Campaign
Sheriff's Departments............c.cocoeeevnens
Disabled Persons Protection Commission
Board of Library Commissioners.
Comptroller
Administration and finance..
Energy and environmental affairs..
Health and human services.........
Transportation and public works
Executive Office of Education:

Early education and care
Department of elementary and secondary education
Higher education.............c.ccceeeeviiininns
Public safety and homeland security.
Housing and economic development.
Labor and workforce development.
Direct local aid...
Medicaid..
Pension. PP PPN
Debt service:
Principal retirement
Interest and fiscal charges..

TOtal EXPENAITUIES. .....ecviiieiiiiteee bbbttt bbbt

Other financing uses:
Fringe benefit cost assessment....
Lottery deficit support.............
Excess permissible tax revenue..
Operating transfers out............
Commonwealth care transfer..
Medical assistance transfer..
State retiree benefits transfe|
Stabilization transfer...............

Transfer for Bay State Competitiveness Investment..
Other fund deficit support....
Total other financing uses....

Total expenditures and other financing uses....

Excess (deficiency) of revenues and other financing
sources over expenditures and other finanCING USES............coovrernriieennecee s

Fund balances (deficit) at beginning of Year............cccccoeviiiiiiiccce s
Fund balances (deficit) at end O YEaI.........ccccoiiiiiiiiiicie e

See independent auditors' report
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Commonwealth

General Highway Stabilization

$ 18,848,150 574,045 $ 2,243
288,556 13,628 -
6,426,929 750 -
1,223,937 406,056 -
311,434 1,135 96,930
27,099,006 995,614 99,173
359,297 - -
103,126 - -
1,014,642 - -
288,490 - -
365,122 3,615 -
315,000 - -

- 1,571,583 -

2,445,677 1,575,198 -
29,544,683 2,570,812 99,173
58,090 - -
812,105 - -
3,136 - -
8,737 - -
43,865 - -
124,382 919 -
18,999 - -
42,916 480 -
1,629 - -
98,003 3,951 -
1,170 - -
291,241 472 -
2,017 - -
32,888 - -
8,940 7 -
1,482,131 5,836 -
216,256 - -
4,796,463 - -
176,298 88,804 -
549,880 - -
485,847 . R
1,084,406 - -
1,006,953 245,690 -
209,313 59 -
59,515 - -
5,040,468 - -
8,246,342 - -
1,398,600 - -
635,027 412,417 -
431,228 389,236 -
27,366,845 1,147,871 -
- 87,416 -

200,019 - -
118,496 22,768 -
1,045,863 - -
376,700 - -
354,743 - -

- - 315,000

1,585,673 - -
3,681,494 110,184 315,000
31,048,339 1,258,055 315,000
(1,503,656) 1,312,757 (215,827)
1,740,664 (1,296,553) 2,335,021
$ 237,008 16,204 $ 2,119,194
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Administrative

Totals
(Memorandum only)

Control Environmental Other 2008 2007

$ - $ 894 $ 63208 $ 10488540  $ 18,444,801
- - - 302,184 158,623
- 1,790 - 6,429,469 6,167,575
229,373 6,876 656 1,866,898 1,803,714
- 60 - 409,559 448,716
229,373 9,620 63,864 28,496,650 27,023,519
- - - 359,297 285,025
- - - 103,126 97,324
- - - 1,014,642 999,642
- - - 288,490 247,340
- - - - 86,986
- 117 - 368,854 238,133
- - - 315,000 90,883
- - - - 100,000
- - 21,839 1,593,422 -
- 117 21,839 4,042,831 2,145,333
229,373 9,737 85,703 32,539,481 29,168,852
- - - 58,000 59,103
- - - 812,105 778,788
- - - 3,136 3,033
20 - - 8,757 5,129
116 - - 43,981 45,262
25 - - 125,326 129,945
- - - 18,999 18,267
- - - 43,396 39,249
- - - 1,629 1,554
- - - 101,954 93,044
- - - 1,170 1,107
- - - 291,713 268,903
- - - 2,017 1,903
- - - 32,888 6,656
2,963 - - 11,910 12,032
170,583 - - 1,658,550 1,768,265
341 10,742 35 227,374 236,341
75,844 - - 4,872,307 4,653,862
1,242 - - 266,344 284,141
- - - 549,880 506,743
- - - 485,847 377,219
- - - 1,084,406 1,115,696
12,728 - - 1,265,371 1,087,132
- - 38,478 247,850 332,787
- - 25,105 84,620 20,281
- - - 5,040,468 5,033,364
- - - 8,246,342 7,550,447
- - - 1,398,600 1,335,176
- - - 1,047,444 1,285,937
- - - 820,464 798,516
263,862 10,742 63,618 28,852,938 27,849,882
- 2,305 995 90,716 79,070
- - - 200,019 -
- - - - 86,986
1,011 - - 142,275 182,953
- - - 1,045,863 722,100
- - - 376,700 364,013
. . . 354,743 -
- - - 315,000 90,883
63,000 - - 63,000 100,000
- - 7,749 1,593,422 -
64,011 2,305 8,744 7,181,738 1,626,005
327,873 13,047 72,362 33,034,676 29,475,887
(98,500) (3,310) 13,341 (495,195) (307,035)
102,303 13,410 6,170 2,901,015 3,208,050
$ 3,803 $ 10,100  $ 19511 $ 2405820 $ 2,901,015
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Budgeted Funds
Combining Statements Of Revenues, Expenditures And Changes In Fund Balances - Statutory Basis - Budget And Actual

Fiscal Year Ended June 30, 2008

(Amounts in thousands)

General Highway
Variance Variance
Favorable Favorable
Budget Actual (Unfavorable) Budget Actual (Unfavorable)
REVENUES AND OTHER FINANCING SOURCES
Revenues:
Taxe 17,849,800 $ 18,848,150 $ 998,350 $ 576,100 $ 574,045 $ (2,055)
Assessment: - 288,556 288,556 - 13,628 13,628
Federal grants and reimbursement 6,419,900 6,426,929 7,029 3,600 750 (2,850)
Departmental 1,973,100 1,223,937 (749,163) 422,500 406,056 (16,444)
Miscellaneou - 311,434 311,434 - 1,135 1,135
Total revenues. 26,242,800 27,099,006 856,206 1,002,200 995,614 (6,586)
Other financing sources:
Fringe benefit cost recovery. - 359,297 359,297 - - -
Lottery reimbursement: 104,988 103,126 (1,862) - - -
Lottery distributions 1,014,642 1,014,642 - - - -
Tobacco settlement transfer 244,000 288,490 44,490 - - -
Operating transfers in 642,113 365,122 (276,991) - 3,615 3,615
Stabilization transfer 315,000 315,000 - - - -
Other fund deficit support. - - - - 1,571,583 1,571,583
Total other financing sources 2,320,743 2,445,677 124,934 - 1,575,198 1,575,198
Total revenues and other financing source 28,563,543 29,544,683 981,140 1,002,200 2,570,812 1,568,612
EXPENDITURES AND OTHER FINANCING USES
Expenditures:
Legislature 89,975 58,090 31,885 - - -
Judiciary. 821,713 812,105 9,608 - - -
Inspector General 3,261 3,136 125 - - -
Governor and Lieutenant Governor. 10,206 8,737 1,469 - - -
Secretary of the Commonwealth 44,081 43,865 216 - - -
Treasurer and Receiver-General 137,778 124,382 13,396 1,042 919 123
Auditor of the Commonwealth 19,002 18,999 3 - - -
Attorney General 43,437 42,916 521 481 480 1
Ethics Commission 1,641 1,629 12 - - -
District Attorney. 98,409 98,003 406 4,462 3,951 511
Office of Campaign and Political Finance 1,194 1,170 24 - - -
Sheriff's Departments 294,986 291,241 3,745 539 472 67
Disabled Persons Protection COMMISSION............cccceeveerieeeeeereereenens 2,019 2,017 2 - - -
Board of Library Commissioner 32,888 32,888 - - - -
Comptroller. 9,012 8,940 72 7 7 -
Administration and finance. 1,516,319 1,482,131 34,188 5,862 5,836 26
Energy and environmental affairs 222,805 216,256 6,549 - - -
Health and human services 4,835,165 4,796,463 38,702 - - -
Transportation and public works. 181,052 176,298 4,754 98,853 88,804 10,049
Executive Office of Education:
Early education and care. 551,474 549,880 1,594 - - -
Department of elementary and secondary education................ccccccceueue 512,764 485,847 26,917 - - -
Higher education 1,087,931 1,084,406 3,525 - - -
Public safety and homeland security. 1,028,114 1,006,953 21,161 250,079 245,690 4,389
Housing and economic development 225,326 209,313 16,013 71 59 12
Labor and workforce development. 62,097 59,515 2,582 - - -
Direct local aid 5,040,468 5,040,468 - - - -
Medicaid 8,248,486 8,246,342 2,144 - - -
Pension 1,398,600 1,398,600 - - - -
Debt service:
PrinCipal FetireMeNt.........c.covuiueviuciiieieie et e e eee s 641,937 635,027 6,910 419,874 412,417 7,457
Interest and fiscal charges 436,735 431,228 5,507 400,093 389,236 10,857
Total expenditures. 27,598,875 27,366,845 232,030 1,181,363 1,147,871 33,492
Other financing uses
Fringe benefit cost assessment - - - - 87,416 (87,416)
Operating transfers out. 117,214 118,496 (1,282) 400 22,768 (22,368)
Commonwealth care transfer. 789,650 1,045,863 (256,213) - - -
Medical assistance transfer. 251,000 376,700 (125,700) - - -
State retiree benefits transfer 343,243 354,743 (11,500) - - -
Stabilization transfer. - - - - - -
Lottery deficit support - 200,019 (200,019) - - -
Transfer for Bay State Competitiveness INVestment..............cccooveeennee - - - - - -
Other fund deficit support. - 1,585,673 (1,585,673) - - -
Total other financing use: 1,501,107 3,681,494 (2,180,387) 400 110,184 (109,784)
Total expenditures and other financing uses. 29,099,982 31,048,339 (1,948,357) 1,181,763 1,258,055 (76,292)
Excess (deficiency) of revenues and other financing
sources over expenditures and other financing USes.............cococvinnene (536,439) (1,503,656) (967,217) (179,563) 1,312,757 1,492,320
Fund balances (deficit) at beginning of year...........cccccoviiniicnniinnens 1,740,664 1,740,664 - (1,296,553) (1,296,553) -
Fund balances (deficit) at end of year 1,204,225 $ 237,008 $ (967,217) $ (1,476,116) $ 16,204 $ 1,492,320
See independent auditors' report
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Commonwealth Stabilizatior

Administrative Control

Environmental

Variance Variance Variance
Favorable Favorable Favorable
Budget Actual (Unfavorable) Budget Actual (Unfavorable) Budget Actual (Unfavorable)
$ - $ 2,243 $ 2,243 $ - $ - $ - 900 894 $ (6)
: : : : : : 5,000 1,790 (3,210)
- - - - 229,373 229,373 6,800 6,876 76
89,000 96,930 7,930 - - - - 60 60
89,000 99,173 10,173 - 229,373 229,373 12,700 9,620 (3,080)
- - - - - - 100 117 17
- - - - - - 100 117 17
89,000 99,173 10,173 - 229,373 229,373 12,800 9,737 (3,063)
- - - 40 20 20 - - -
- - - 116 116 - - - -
- - - 25 25 - - - -
- - - 3,242 2,963 279 - - -
- - - 212,706 170,583 42,123 - - -
- - - 510 341 169 11,858 10,742 1,116
- - - 92,174 75,844 16,330 - - -
- - - 1,500 1,242 258 - - -
- - - 25 - 25 - - -
- - - 13,590 12,728 862 - - -
- - - 323,928 263,862 60,066 11,858 10,742 1,116
: : : : : : : 2,305 (2,305)
- - - - 1,011 (1,011) - - -
315,000 315,000 - - - - - - -
- - - 63,000 63,000 - - - -
315,000 315,000 - 63,000 64,011 (1,011) - 2,305 (2,305)
315,000 315,000 - 386,928 327,873 59,055 11,858 13,047 (1,189)
(226,000) (215,827) 10,173 (386,928) (98,500) 288,428 942 (3,310) (4,252)
2,335,021 2,335,021 - 102,303 102,303 - 13,410 13,410 -
$ 2,109,021 $ 2,119,194 $ 10,173 $ (284,625) $ 3,803 $ 288,428 14,352 10,100 $ (4,252)
continued
Commonwealth of Massachusetts 93 Statutory Basis Financial Report



Budgeted Funds

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

Fiscal Year Ended June 30, 2008

(Amounts in thousands)

REVENUES AND OTHER FINANCING SOURCES

Revenues:
Taxe:

Assessment:

Federal grants and reimbursement

Departmental

Miscellaneou

Total revenues.

Other financing sources:

Fringe benefit cost recovery.
Lottery reimbursement

Lottery distributions.

Tobacco settlement transfer

Operating transfers in

Stabilization transfer.

Other fund deficit support.

Total other financing sources.

Total revenues and other financing source

EXPENDITURES AND OTHER FINANCING USES

Expenditures:
Legislature

Judiciary.

Inspector General

Governor and Lieutenant Governor.

Secretary of the Commonwealth

Treasurer and Receiver-General

Auditor of the Commonwealth

Attorney General

Ethics Commission,

District Attorney.

Office of Campaign and Political Finance

Sheriff's Department:

Disabled Persons Protection COMMISSION...........ccccveiiiiiniiiiininicieinnns

Board of Library Commissioner:

Comptroller.
Administration and finance

Energy and environmental affairs

Health and human services,

Transportation and public work

Executive Office of Education:

Early education and care.

Department of elementary and secondary education..............cc.cccoeueee

Higher education

Public safety and homeland security
Housing and economic development

Labor and workforce development.

Direct local aid

Medicaid

Pension,

Debt service:

Principal FEtireMENt.........ccruiuiiiiicieieeeie et e e eee e

Interest and fiscal charges

Total expenditures.

Other financing uses
Fringe benefit cost assessment

Operating transfers out
Commonwealth care transfer,

Medical assistance transfer

State retiree benefit:

Stabilization transfer

Lottery deficit support

Transfer for Bay State Competitiveness INVeStment..............cccvveerrenens

Other fund deficit support.

Total other financing uses

Total expenditures and other financing uses

Excess (deficiency) of revenues and other financing

sources over expenditures and other financing Uses..............cccveviennee
Fund balances (deficit) at beginning of year............cccoocoeovrivciiinnicinnns

Fund balances (deficit) at end of year.

See independent auditors' report

Commonwealth of Massachusetts

Totals
Other (Memorandum only}
Variance Variance
Favorable Favorable

Actual (Unfavorable) Budget Actual (Unfavorable)
63,208 1,708 18,488,300 $ 19,488,540 $ 1,000,240
- - - 302,184 302,184

- - 6,428,500 6,429,469 969
656 656 2,402,400 1,866,898 (535,502)

- - 89,000 409,559 320,559
63,864 2,364 27,408,200 28,496,650 1,088,450
- - - 359,297 359,297
- - 104,988 103,126 (1,862)

- - 1,014,642 1,014,642 -

- - 244,000 288,490 44,490
- - 642,213 368,854 (273,359)

- - 315,000 315,000 -
21,839 21,839 - 1,593,422 1,593,422
21,839 21,839 2,320,843 4,042,831 1,721,988
85,703 24,203 29,729,043 32,539,481 2,810,438
- - 89,975 58,090 31,885

- - 821,713 812,105 9,608

- - 3,261 3,136 125

- - 10,246 8,757 1,489

- - 44,197 43,981 216

- - 138,845 125,326 13,519

- - 19,002 18,999 3

- - 43,918 43,396 522

- - 1,641 1,629 12

- - 102,871 101,954 917

- - 1,194 1,170 24

- - 295,525 291,713 3,812

- - 2,019 2,017 2

- - 32,888 32,888 -

- - 12,261 11,910 351

- - 1,734,887 1,658,550 76,337

35 95 235,303 227,374 7,929

- - 4,927,339 4,872,307 55,032

- - 281,405 266,344 15,061

- - 551,474 549,880 1,594

- - 512,764 485,847 26,917

- - 1,087,956 1,084,406 3,550

- - 1,291,783 1,265,371 26,412
38,478 3,430 267,305 247,850 19,455
25,105 18,882 106,084 84,620 21,464
- - 5,040,468 5,040,468 -

- - 8,248,486 8,246,342 2,144

- - 1,398,600 1,398,600 -

- - 1,061,811 1,047,444 14,367

- - 836,828 820,464 16,364
63,618 22,407 29,202,049 28,852,938 349,111
995 (995) - 90,716 (90,716)
- - 117,614 142,275 (24,661)
- - 789,650 1,045,863 (256,213)
- - 251,000 376,700 (125,700)
- - 343,243 354,743 (11,500)

- - 315,000 315,000 -
- - - 200,019 (200,019)

- - 63,000 63,000 -
7,749 (7,749) - 1,593,422 (1,593,422)
8,744 (8,744) 1,879,507 4,181,738 (2,302,231)
72,362 13,663 31,081,556 33,034,676 (1,953,120)
13,341 37,866 (1,352,513) (495,195) 857,318
6,170 - 2,901,015 2,901,015 -
19,511 37,866 1,548,502 $ 2,405,820 $ 857,318
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General Fund
Balance Sheet - Statutory Basis

June 30, 2008
(Amounts in thousands)

2008 2007
ASSETS
Cash and short-term iNVESTMENTS...........ccvcvviiiiie i $ 480,969 $ 1,876,922
Receivables, net of allowance for uncollectibles:
Due from federal gOVErNMENL...........ccoeeieiiiieeece e 441,748 579,536
Other FECEIVADIES........eiiceeie ettt et ee e s bae e 17,757 11,927
Due from CitieS and tOWNS..........covuiiiiiiic ettt 6,674 7,115
Due from Other FUNGS.........ooouiiiieie et 5,609 -
B Io] = I TSET T $ 952,757 $ 2,475,500
LIABILITIES AND FUND BALANCE
Liabilities:
ACCOUNLS PAYADIE. ..ot $ 624,232 $ 666,646
ACCIUE PAYTOIL.....cviceicecice e 91,517 68,190
B 0] =L I L E= 011 L =T 715,749 734,836
Fund balance:
Reserved fund balance:
Reserved for continuing appropriations...........c.cceceeeiereeieieneneseesenens 131,961 317,096
Unreserved fund balance (deficit):
UNAESIGNALE. ... 105,047 1,423,568
Total fund balance (defiCit)..........ccvivrivrircieiie e, 237,008 1,740,664
Total liabilities and fund balance.............ccocoviiiiii i $ 952,757 $ 2,475,500
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General Fund

Statement Of Revenues, Expenditures And Changes In Fund Balance - Statutory Basis

Fiscal Year Ended June 30, 2008

(Amounts in thousands)

REVENUES AND OTHER FINANCING SOURCES
Revenues:

ASSESSMENES....ovveeeereeieenereeerereeenens
Federal grants and reimbursements

Departmental.........ccoeireiiiiiie e
MISCEIIANEOUS. .......cvecviiteceecie e

TOtAl FEVENUES.......eeeveveeeeeieieeeeteeeeete ettt

Other financing sources:

Fringe benefit COSt reCOVENY.......ccvvviieiieisecee e

Lottery reimbursements
Lottery distributions.........

Operating transfers iN..........cococcoeoereeiennneee e
Stabilization transfers...........cocoiievniicinices

Tobacco settlement transfer

Excess permissable taX reVENUE..........ccoovvereineienerisneenns

Total other financing SOUICES..........ccceerererieeieririreeeenene

Total revenues and other financing sources...................
EXPENDITURES AND OTHER FINANCING USES

Expenditures:

LegiSIatUrE. . ...evicveieecece s
JUAICTANY ..t

Inspector General..........cccovivveriieiiniennas
Governor and Lieutenant Governor
Secretary of the Commonwealth........

Treasurer and Receiver-General............ocoovovvevevieecvenennn,
Auditor of the Commonwealth.............ccccovvevieviviciiiiene,

Attorney General

Ethics COMMISSION.......ccccvviieiiriiieiceeeer e
DiStriCt AtEOINEY.......cueieiiricieieeereere e

Office of Campaign and Political Finance....
Sheriff's Departments.........c.ccoeeeeeerecreeenn
Disabled Persons Protection Commission....

Board of Library CommIisSiONers.........ccccoveererineneeieneens
COMPLIOHIET ..ot

Commonwealth of Massachusetts

Variance

2008 2008 Favorable 2007

Budget Actual (Unfavorable) Actual
$17,849,800 $18,848,150 $ 998,350  $17,803,365
- 288,556 288,556 145,854
6,419,900 6,426,929 7,029 6,161,110
1,973,100 1,223,937 (749,163) 1,199,120
- 311,434 311,434 360,371
26,242,800 27,099,006 856,206 25,669,820
- 359,297 359,297 285,025
104,988 103,126 (1,862) 97,324
1,014,642 1,014,642 - 999,642
642,113 365,122 (276,991) 237,300
315,000 315,000 - -
244,000 288,490 44,490 247,340
- - - 43,493
2,320,743 2,445,677 124,934 1,910,124
28,563,543 29,544,683 981,140 27,579,944
89,975 58,090 31,885 59,103
821,713 812,105 9,608 778,788
3,261 3,136 125 3,033
10,206 8,737 1,469 5,126
44,081 43,865 216 45,148
137,778 124,382 13,396 128,376
19,002 18,999 3 18,267
43,437 42,916 521 38,769
1,641 1,629 12 1,554
98,409 98,003 406 89,275
1,194 1,170 24 1,107
294,986 291,241 3,745 268,132
2,019 2,017 2 1,903
32,888 32,888 - 6,656
9,012 8,940 72 9,199

97

Statutory Basis Financial Report



General Fund
Statement Of Revenues, Expenditures And Changes In Fund Balance - Statutory Basis

Fiscal Year Ended June 30, 2008
(Amounts in thousands)

Variance
2008 2008 Favorable 2007
Budget Actual (Unfavorable) Actual
Expenditures (continued):
Administration and fiNANCE...........ccocvviveie i 1,516,319 1,482,131 34,188 1,626,063
Energy and environmental affairs... 222,805 216,256 6,549 225,573
Health and human SEIVICES.........cvvceiieeeeci e, 4,835,165 4,796,463 38,702 4,609,840
Transportation and public WOrkS...........c.ccoveeverineiseninenienn, 181,052 176,298 4,754 204,428
Executive Office of Education:
Early education and care............ccoevvvvvnenincnniennennans 551,474 549,880 1,594 506,743
Department of elementary and secondary education.... 512,764 485,847 26,917 377,219
Higher edUCatioN...........cocoiirreiiccee e 1,087,931 1,084,406 3,525 1,115,696
Public safety and homeland security...........c.ccoeovverrccienenninnns 1,028,114 1,006,953 21,161 825,259
Housing and economic development 225,326 209,313 16,013 263,493
Labor and workforce development..........cccceveivreienenncnnneene 62,097 59,515 2,582 11,828
Direct 10cal @id..........c.ceviviieiiicee e 5,040,468 5,040,468 - 5,033,364
Medicaid 8,248,486 8,246,342 2,144 7,550,447
PENSION. ...ttt s 1,398,600 1,398,600 - 1,335,176
Debt service:
Principal retirement........ccoovveviieieiieieseses e 641,937 635,027 6,910 896,789
Interest and fiscal Charges.........coccoverreniineinccc e 436,735 431,228 5,507 415,854
Total eXPENITUIES.......cvvveieiiiieece e 27,598,875 27,366,845 232,030 26,452,208
Other financing uses:
Excess permissible taX reVeNUE...........oceeerereririeeneniseeeeens - - - 43,493
Operating transfers out................ 117,214 118,496 (1,282) 153,412
Commonwealth care transfer 789,650 1,045,863 (256,213) 722,100
Medical assistance transfer......... 251,000 376,700 (125,700) 364,013
State retiree benefits transfer 343,243 354,743 (11,500) -
Lottery defiCit SUPPOIL.......ccoveiiiiresece e - 200,019 (200,019) -
Transfer for Bay State Competitiveness Investment... - - - 100,000
Other fund defiCit SUPPOIt........ccovvirieiireiieere e - 1,585,673 (1,585,673) -
Stabilization transSTer.......cccvcee i - - - 90,883
Total other finaNCING USES.........coovvirvivrieriiiise s 1,501,107 3,681,494 (2,180,387) 1,473,901
Total expenditures and other financing uses 29,099,982 31,048,339 (1,948,357) 27,926,109
Excess (deficiency) of revenues and other financing
sources over expenditures and other financing uses.............. (536,439) (1,503,656) (967,217) (346,165)
Fund balance (deficit) at beginning of year..........cccccoovvenvinns 1,740,664 1,740,664 - 2,086,829

Fund balance (deficit) at end of year $ 1,204,225 $ 237,008 $ (967,217) $ 1,740,664
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Highway Fund
Balance Sheet - Statutory Basis

June 30, 2008
(Amounts in thousands)

2008 2007
ASSETS
Cash and short-term iNVESIMENTS.........ooiverirnrieeerssree e e $ 18,230 $ -
Cash with fiscal agent..........ooveiiiii e 15,619 10,276
TOtAl ASSELS. .. cvivieeeieeeieieiet e s $ 33,849 $ 10,276
LIABILITIES AND FUND BALANCE
Liabilities:
Deficiency in cash and short-term investments...........cc.ccccceeeene. $ - $ 1,281,517
Accounts payable..........ccoovveiincieic ) 9,909 19,036
ACCrUEd PAYIOIL.....c.oeieiiie e 7,736 6,276
Total Habilties. ..o 17,645 1,306,829
Fund balance:
Reserved fund balance:
Reserved for continuing appropriations............cccccoeevenceennienn 585 642
Reserved for debt SErVice.........covviieiirnncccineecs 15,619 10,276
Unreserved fund balance (deficit):
g T0 [Ty o g Lo S - (1,307,471)
Total fund balance (defiCit)........ccocoroeriiiiiiiiire e 16,204 (1,296,553)
Total liabilities and fund balance............c.cccoveeiiiniinnnn, $ 33,849 $ 10,276
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Highway Fund
Statement of Revenues, Expenditures And Changes In Fund Balance - Statutory Basis

Fiscal Year Ended June 30, 2008
(Amounts in thousands)

Variance
2008 2008 Favorable 2007
Budget Actual (Unfavorable) Actual
REVENUES AND OTHER FINANCING SOURCES
Revenues:
TAXES. . evrveeeteie ettt $ 576,100 $ 574,045 $ (2,055) $ 577,622
ASSESSMENTS...eeeiieeiiecriee e - 13,628 13,628 12,769
Federal grants and reimbursements 3,600 750 (2,850) 856
Departmental..........ccccooevvveenncicinee 422,500 406,056 (16,444) 399,233
MISCEIIANEOUS.......ccveiiieiieece e - 1,135 1,135 1,420
TOLAl FEVENUES.......eiiviecei ettt 1,002,200 995,614 (6,586) 991,900
Other financing sources:
Operating transfers iN.........cocoooieireienneie e - 3,615 3,615 701
Other fund defiCit SUPPOIt.......ccoeviirieririeiieise e - 1,571,583 1,571,583 -
Total other fiNANCING SOUICES......ccccvrivrierieiriienieieese e - 1,575,198 1,575,198 701
Total revenues and other financing SOUrCeS..........ccoceeevruenene 1,002,200 2,570,812 1,568,612 992,601
EXPENDITURES AND OTHER FINANCING USES
Expenditures:
Governor and Lieutenant Governor - - - 3
Treasurer and Receiver-General 1,042 919 123 869
Attorney General..........c.ccccennene. 481 480 1 480
DiStriCt AHOIMEY ... ecveuiieeieisieic et 4,462 3,951 511 3,769
Sheriff's Departments.........cccovivvierereiieiineseeese e 539 472 67 771
COMPLIOIIET ... 7 7 - -
Administration and finanCe..........c..ccovevirvininin i 5,862 5,836 26 6,078
Transportation and public WOrks............cccccoeviriiniicninenn 98,853 88,804 10,049 78,732
Public safety and homeland Security..........cc.ccoevverevviinennns 250,079 245,690 4,389 250,101
Housing and economic development...........cccoccoevrenireennnn, 71 59 12 55
Debt service:
Principal retirement...........ccocoeoiiiiineince e 419,874 412,417 7,457 389,148
Interest and fiscal Charges........ccccvvverniiiiencncsise e, 400,093 389,236 10,857 382,662
Total eXpenditures..........cooeeiireinneieeeee e 1,181,363 1,147,871 33,492 1,112,668
Other financing uses:
Fringe benefit cost assesSMeNt...........ccoceverniiniinenensesennns - 87,416 (87,416) 76,448
Operating transfers OUL...........ccoieiireerneie e 400 22,768 (22,368) 29,030
Total other fiNANCING USES......covrveiririeniiisesesiene s 400 110,184 (109,784) 105,478
Total expenditures and other financing uses............ccccceueue.e 1,181,763 1,258,055 (76,292) 1,218,146
Excess (deficiency) of revenues and other financing
sources over expenditures and other financing uses............ (179,563) 1,312,757 1,492,320 (225,545)
Fund balance (deficit) at beginning of year............c.cccccoeo.. (1,296,553) (1,296,553) - (1,071,008)
Fund balance (deficit) at end of year..........ccccovvvvivvriirernenee. $ (1,476,116) $ 16,204 $ 1,492,320 $  (1,296,553)
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Infrastructure Fund (Subfund Of Highway Fund)
Balance Sheet - Statutory Basis

June 30, 2008
(Amounts in thousands)

2008 2007
ASSETS
Cash and short-term iNVESIMENtS..........cceveevvievereieieeceiee e e e $ - $ 1,852,605
Cash with fiscal agent..........ccooeieiiiiiiiicice e 15,619 10,276
TOtAl ASSBES....cvivieiiriietictet ettt $ 15,619 $ 1,862,881
LIABILITIES AND FUND BALANCE
Liabilities:
ACCOUNtS PAYADIE. ......cvviiiiiiiicieee e $ - $ -
Total [ADIHTIES. ....cveeeviieececee e - -
Fund balance:
Reserved fund balance:
Reserved for debt SEIVICE.........ocvvivieieie e 15,619 10,276
Unreserved fund balance (deficit):
Undesignated - 1,852,605
Total fund balance (defiCit)........ccooeriiiiiiiiiii e 15,619 1,862,881
Total liabilities and fund balance.............ccccceeveievcie i $ 15,619 $ 1,862,881

Note: The Infrastructure Fund was established by Section 16 of Chapter 121, Acts of 1990 as a subfund of the Highway Fund, and
it is a component of, not an addition to, that fund. The entire Highway Fund, including this subfund, is presented in the
preceding financial statements labeled Highway Fund.
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Infrastructure Fund (Subfund Of Highway Fund)
Statement of Revenues, Expenditures And Changes In Fund Balance - Statutory Basis

Fiscal Year Ended June 30, 2008
(Amounts in thousands)

Variance
2008 2008 Favorable 2007
Budget Actual (Unfavorable) Actual
REVENUES AND OTHER FINANCING SOURCES
Revenues:
TAXES. ettt e $ 194,785 3 194,785 $ - 3 148,047
MiSCEIANEOUS.........cveviiiiiiriicict e - 531 531 851
TOtal FEVENUES. ......eceviieeectiete ettt 194,785 195,316 531 148,898
Other financing sources:
Operating transfers iN..........ccoceovveiniinnenresesec e, - 3,611 3,611 701
Total other finanNCing SOUICES........cccvcvvveerieeriserieei e - 3,611 3,611 701
Total revenues and other financing sources............c........ 194,785 198,927 4,142 149,599
EXPENDITURES AND OTHER FINANCING USES
Expenditures:
Debt service:
Principal retirement..........ccococvveiiveieneiersiesee s 32,545 32,545 - 30,325
Interest and fiscal charges 23,990 23,990 - 28,542
Total expenditures............... 56,535 56,535 - 58,867
Other financing uses:
Other fund deficit SUPPOIt.......cccoveiriierrircre e - 1,989,654 (1,989,654) -
Total other finanNCiNg USES.........ccovveevieririiiieerieese e - 1,989,654 (1,989,654) -
Total expenditures and other financing Uses...........c.cc...... 56,535 2,046,189 (1,989,654) 58,867
Excess (deficiency) of revenues and other financing
over expenditures and other financing uses.................... 138,250 (1,847,262) (1,985,512) 90,732
Fund balance (deficit) at beginning of year...................... 1,862,881 1,862,881 - 1,772,149
Fund balance (deficit) at end of year..........c.cccocevviririnnee $ 2,001,130 $ 15,619 $ (1,985,512) $ 1,862,881

Note: The Infrastructure Fund was established by Section 16 of Chapter 121, Acts of 1990 as a subfund of the Highway Fund, and it is a
component of, not an addition to, that fund. The entire Highway Fund, including this subfund, is presented in the preceding
financial statements labeled Highway Fund.
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Commonwealth Stabilization Fund
Balance Sheet- Statutory Basis

June 30, 2008
(Amounts in thousands)

2008 2007
ASSETS
Cash and short-term iNVEStMEeNtS.........coocvvvevciee e, $ 1,731,117 $ 1,963,579
V7= £ 1= (S 388,077 371,442
TOLAl ASSELS.....vveeiieiceiiete e $ 2,119,194 $ 2,335,021
LIABILITIES AND FUND EQUITY
Liabilities:
ACCOUNES PAYADIE.......ocviviicecreeece e, $ - $ -
Total HabIlITIES. ....ccciveeeeie e - -
Fund balance:
Reserved fund balance:
Reserved for Stabilization...........coceeevviiciccic e 2,119,194 2,335,021
Total fund balance (defiCit)........cccccoovvivviinircisis e 2,119,194 2,335,021
Total liabilities and fund balance...........cccoevveevvvviereineiee, $ 2,119,194 $ 2,335,021
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Commonwealth Stabilization Fund
Statement of Revenues, Expenditures And Changes In Fund Balance - Statutory Basis

Fiscal Year Ended June 30, 2008
(Amounts in thousands)

Variance
2008 2008 Favorable 2007
Budget Actual (Unfavorable) Actual
REVENUES AND OTHER FINANCING SOURCES
Revenues:
TAXES. ottt $ - $ 2,243 $ 2,243 $ 2,680
MISCEIANEOUS......c.vveviieictii e 89,000 96,930 7,930 86,794
TOtal FEVENUES.......cviiiiiircicct e 89,000 99,173 10,173 89,474
Other financing sources:
Stabilization transfer...........ccoccoveiicirei i - - - 90,883
Total other finanCing SOUICES.......ccccevvvveierveeriserieei e, - - - 90,883
Total revenues and other financing sources..................... 89,000 99,173 10,173 180,357
EXPENDITURES AND OTHER FINANCING USES
Expenditures:
Administration and finance.............c.coveeieniinniccininn, - - - -
Total expenditures - - - -
Other financing uses:
Stabilization transfer..........c.coveeiniicciicc s 315,000 315,000 - -
Total other finanCing USES.........ccovveivereriireireereeeeen 315,000 315,000 - -
Total expenditures and other financing uses.............c........ 315,000 315,000 - -
Excess (deficiency) of revenues and other financing
sources over expenditures and other financing uses........ (226,000) (215,827) 10,173 180,357
Fund balance (deficit) at beginning of year....................... 2,335,021 2,335,021 - 2,154,664
Fund balance (deficit) at end of year...........ccccocevveriiennn. $ 2,109,021 $ 2,119,194 $ 10,173 $ 2,335,021
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Administrative Control Funds
Combining Balance Sheet - Statutory Basis

June 30, 2008
(Amounts in thousands)

Totals
Bay State (Memorandum only)
Temporary Intra- Competitiveness
Holding Governmental  Investment
ASSETS Fund Service Fund 2008 2007
Cash and short-term investments............ccccoerrenneennennns $ - $ 20212 $ - $ 20212 $ 118,543
TOtAl ASSELS. ...vveeeeeceerr et $ - $ 20212 $ - $ 20212 $ 118,543
LIABILITIES AND FUND BALANCES
Liabilities:
ACCOUNtS PAYADIE.........oiviviieieicieee e $ - $ 15,194 $ - $ 15,194 $ 15,319
Accrued payroll.... - 1,215 - 1,215 921
Total Habilities.........cooveiiiiiiece s - 16,409 - 16,409 16,240
Fund balances (deficits):
Reserved for:
Continuing appropriations..........ccereeeieninnsieeicienens - 3,803 - 3,803 2,303
Bay State Competitiveness Investment................... - - - - 100,000
Total fund balances (defiCits).........ccccoovrvrvreivreieriiiiiannns - 3,803 - 3,803 102,303
Total liabilities and fund balances...........cccccceveeveveiennnne. $ - $ 20,212 $ - $ 20,212 $ 118,543

See independent auditors' report
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Administrative Control Funds
Combining Statement Of Revenues, Expenditures And Changes In Fund Balances - Statutory Basis

Fiscal Year Ended June 30, 2008
(Amounts in thousands)

Totals
(Memorandum only)
Bay State
Temporary Intra- Competitiveness
Holding Governmental Investment
Fund Service Fund 2008 2007
REVENUES AND OTHER FINANCING SOURCES
Revenues:
DepartmMental..........ccoeeeeriinineee e $ - $ 229,373 $ - $ 229,373 $ 198,035
TOtAl FEVENUES......vviniiiiet e - 229,373 - 229,373 198,035
Other financing sources:
Excess permissible taX reVeNUE............ccceevreririniverenieieinnene - - - - 43,493
Transfer for Bay State Competitiveness Investment........... - - - - 100,000
Total other finanCing SOUICES..........ccovvrvrereririeeeecerereenes - - - - 143,493
Total revenues and other financing sources............c.cc........ - 229,373 - 229,373 341,528
EXPENDITURES AND OTHER FINANCING USES
Expenditures:
Governor and Lieutenant GOVEINOT.............covevnvriierenenns - 20 - 20 -
Secretary of the Commonwealth.............cccccooviiiiiiiinennn. - 116 - 116 114
Treasurer and Receiver-General.............ccoovneicnnniccnas - 25 - 25 -
Comptroller - 2,963 - 2,963 2,833
Administration and finaNCe...........cccoovvririeiinnrircenn, - 133,583 37,000 170,583 136,124
Energy and environmental affairs............ccocooevennenicinnnnn. - 341 - 341 344
Health and human services............. - 75,844 - 75,844 44,022
Transportation and public works.... - 1,242 - 1,242 981
Public safety and homeland security..........ccccoovvvvrerreennnnen. - 12,728 - 12,728 11,772
Total eXPENAITUIES.....c.cvevieiiieicieieirreee et - 226,862 37,000 263,862 196,190
Other financing uses:
Operating transfers OUL..........ocoeeeeeerinnnneee s - 1,011 - 1,011 511
Transfer for Bay State Competitiveness Investment........... - - 63,000 63,000 -
Excess permissible taX reVenUe............cceeerereririrereeeeieennens - - - - 43,493
Total other financing uses - 1,011 63,000 64,011 44,004
Total expenditures and other financing uses..............cc....... - 227,873 100,000 327,873 240,194
Excess (deficiency) of revenues and other financing
sources over expenditures and other financing uses.......... - 1,500 (100,000) (98,500) 101,334
Fund balances (deficit) at beginning of year - 2,303 100,000 102,303 969
Fund balances (deficit) at end of year.........c.ccccocverrirennnne $ - $ 3803 % - $ 3,803 $ 102,303

See independent auditors' report
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Temporary Holding Fund
Balance Sheet - Statutory Basis

June 30, 2008
(Amounts in thousands

2008 2007
ASSETS
Cash and short-term iNVEStMENS..........c.coevvveeieieeee e, $ - $ -
TOLAl ASSELS.....cveeiiieii ettt $ - $ -
LIABILITIES AND FUND BALANCE
Liabilities:
Accounts payable...........ccociiiiiiiic ) $ - $ -
Total Habilities.......coocoviiiiiiciceee e - -
Fund balance:
Unreserved fund balance (deficit):
UNdesignated........ccoevveie e e e e - -
Total fund balance (defiCit) .......ccccvvvreeiiiciiiccceeeee, - -
Total liabilities and fund balance...........coccoveveivieiieccecie e $ - $ -
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Temporary Holding Fund
Statement of Revenues, Expenditures And Changes In Fund Balance - Statutory Basis

Fiscal Year Ended June 30, 2008
(Amounts in thousands)

Variance
2008 2008 Favorable 2007
Budget Actual (Unfavorable) Actual

REVENUES AND OTHER FINANCING SOURCES

Revenues:
MISCRIIANEOUS.........ceeeeeeeeeeeeeee e, $ - $ - $ - $ -

TOtAl FEVENUES......veiveiveeveirecte ettt ettt - - - -

Other financing sources:
Excess permissible tax revenue - - - 43,493

Total other finanCing SOUICES........ccovrervrureeririerere e, - - - 43,493

Total revenues and other financing SOUrCes...........c.coevveenen. - - - 43,493

EXPENDITURES AND OTHER FINANCING USES

Expenditures:

Administration and finance............ccoevevvveeeee e - - - -

Total eXPENITUIES. .......ciivveiriiieeriee e, - - - -

Other financing uses:
Excess permissible tax reVenue............ccocoevernennenecnenenn - - - 43,493

Total other finanCiNg USES......cccvevvvveereiirieiseiesesse e - - - 43,493

Total expenditures and other financing Uses............ccccovueeee. - - - 43,493

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

Fund balance (deficit) at beginning of year............c.ccccoeene. - - - -
Fund balance (deficit) at end of year..........c.cccccceeininciecne $ - $ - $ - $ -
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Intragovernmental Service Fund
Balance Sheet - Statutory Basis

June 30, 2008
(Amounts in thousands)

2008 2007
ASSETS
Cash and short-term iNVESIMENTS. .........covciri et $ 20,212 $ 18,543
TOUAL ASSELS.....veeeee et eee e et ee et et et e et e e et e st e e st e et e seesae e e sreseeenreaes $ 20,212 $ 18,543
LIABILITIES AND FUND BALANCE
Liabilities:
ACCOUNES PAYADIE........cviiiicicicee e $ 15,194 $ 15,319
ACCIUE PAYIOIL.....ceieiiiiiee e s 1,215 921
0] t= I Lo 01 =T 16,409 16,240
Fund balance:
Reserved fund balance:
Reserved for continuing appropriations...........ccccceevereieneneiennenn 3,803 2,303
Total fund balance (defiCit) .......ccovvveviiiieice e 3,803 2,303
Total liabilities and fund balance.............cocoveviiiiecii e, $ 20,212 $ 18,543
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Intragovernmental Service Fund
Statement of Revenues, Expenditures And Changes In Fund Balance - Statutory Basis

Fiscal Year Ended June 30, 2008
(Amounts in thousands)

Variance
2008 2008 Favorable 2007
Budget Actual (Unfavorable) Actual
REVENUES AND OTHER FINANCING SOURCES
Revenues:
DEPArtMENtAl.......ccoviveeiricieisicee e $ - $ 229,373 $ 229,373 $ 198,035
TOtal FEVENUES.....cvtieviieiirieicieese et - 229,373 229,373 198,035
Other financing sources:
Operating tranSfers iN.........c.ccoveveineineinecee e - - - -
Total other finanCing SOUICES..........cocovviviiiiiiiiceeas - - - -
Total revenues and other financing sources - 229,373 229,373 198,035
EXPENDITURES AND OTHER FINANCING USES
Expenditures:
Governor and Lieutenenant GOVEINOF............cccvverivvererieenne 40 20 20 -
Secretary of the Commonwealth...............coccoooiiiiiinnn 116 116 - 114
Treasurer and Receiver-General....... 25 25 - -
Comptroller........ccoveeiivnenne 3,242 2,963 279 2,833
Administration and finance............... 175,706 133,583 42,123 136,124
Energy and environmental affairs...........cccccouvvninnnnnenn, 510 341 169 344
Health and human SErVICES.........ccccvveviviieveccicieee e 92,174 75,844 16,330 44,022
Transportation and public works... 1,500 1,242 258 981
Higher education.............cccceevvvenene 25 - 25 -
Public safety and homeland security...........ccccoeerrrcnenininnne 13,590 12,728 862 11,772
Total eXPENditUres.........ccoeiiiiirerieee e 286,928 226,862 60,066 196,190
Other financing uses:
Operating transfers OUL.........ccouceveiinerisiensiensese e - 1,011 (1,011) 511
Total other finanNCING USES.......ccvvcvrviireierieinieiesesreese s - 1,011 (1,011) 511
Total expenditures and other financing uses............ccccccev..... 286,928 227,873 59,055 196,701
Excess (deficiency) of revenues and other financing
sources over expenditures and other financing uses............ (286,928) 1,500 288,428 1,334
Fund balance (deficit) at beginning of year............c.cccceoee.. 2,303 2,303 - 969
Fund balance (deficit) at end of year.........c.cc.ocoeveviererriennn $  (284,625) $ 3,803 $ 288,428 $ 2,303

Commonwealth of Massachusetts 111 Statutory Basis Financial Report



Bay State Competitiveness Investment Fund
Balance Sheet - Statutory Basis

June 30, 2008
(Amounts in thousands)

2008 2007
ASSETS
Cash and short-term INVESIMENTS.........ccociie i $ - $ 100,000
QI ] = I TSET T $ - $ 100,000
LIABILITIES AND FUND BALANCE
Liabilities:
ACCOUNES PAYADIE........oivcviiiceceeccte et $ - $ -
B 0] =1 I L= 011 1 =T - -
Fund balance:
Reserved fund balance:
Reserved for Bay State Competitiveness Investment.................. - 100,000
Total fund balance (defiCit) ........cccoovvieriieieiece e, - 100,000
Total liabilities and fund balance...........cccvvveveivciiieieseceee e $ - $ 100,000
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Bay State Competitiveness Investment Fund
Statement of Revenues, Expenditures And Changes In Fund Balance - Statutory Basis

Fiscal Year Ended June 30, 2008
(Amounts in thousands)

Variance
2008 2008 Favorable 2007
Budget Actual (Unfavorable) Actual

REVENUES AND OTHER FINANCING SOURCES

Revenues:
MISCEHANEOUS. ........vvviisesieieee et $ - $ - $ - $ -

TOtAl FEVENUES.....cuviviriiricricte ettt ettt re e renens - - - -

Other financing sources:
Transfer for Bay State Competitiveness Investment.... - - - 100,000

Total other finanCiNg SOUICES........coeirveriririereree e - - - 100,000

Total revenues and other financing SOUrces............ccoceeveveeane. - - - 100,000

EXPENDITURES AND OTHER FINANCING USES

Expenditures:
Administration and fiNANCE...........coceeevieiicii i 37,000 37,000 - -

Total eXPENdItUIES.........cociiierireereeee e 37,000 37,000 - -

Other financing uses:
Operating transfers OUL..........cocoorereirense e - -
Transfer for Bay State Competitiveness Investment............... 63,000 63,000 - -

Total other finaNCING USES...........covveriiirieiierciseese e 63,000 63,000 - -
100,000 100,000 - -

Total expenditures and other financing uses

Excess (deficiency) of revenues and other financing
sources over expenditures and other financing uses............. (100,000) (100,000) - 100,000

Fund balance (deficit) at beginning of year...........cc.ccccoceeeeee 100,000 100,000 - -
Fund balance (deficit) at end of year.........ccccocevvvriierirnririeinnnns $ - $ - $ - $ 100,000
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Inland Fisheries And Game Fund
Balance Sheet - Statutory Basis

June 30, 2008
(Amounts in thousands)

2008 2007
ASSETS
Cash and short-term iNVEStMENTtS...........cccoeieiie i $ 10,576 $ 14,287
TOAL ASSEES....cveuveevceetcee ettt ettt ettt ettt n et s et en et e $ 10,576 $ 14,287
LIABILITIES AND FUND BALANCE
Liabilities:
ACCOUNES PAYADIE. .......cviiciiictcice et $ 327 $ 761
ACCIUB PAYTOIL....iiiiiiiie e e 149 116
Total HabilItIeS. ...ccveieee e s 476 877
Fund balance:
Unreserved fund balance (deficit):
UNAESIGNALEU. ... c.veieieeerciiie e et 10,100 13,410
Total fund balance (defiCit)..........cccovvrivrircieiie s, 10,100 13,410
Total liabilities and fund balance.........cccccevvvvrevinvnccie e $ 10,576 $ 14,287
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Inland Fisheries And Game Fund
Statement Of Revenues, Expenditures And Changes In Fund Balance - Statutory Basis

Fiscal Year Ended June 30, 2008
(Amounts in thousands)

Variance
2008 2008 Favorable 2007
Budget Actual (Unfavorable) Actual
REVENUES AND OTHER FINANCING SOURCES
Revenues:
LI XGPSR $ 900 $ 894 $ ®) $ 894
Federal grants and reimbursements.............cccocevvevveivrnnenne. 5,000 1,790 (3,210) 5,609
Departmental.........cooceiiiinersenie e 6,800 6,876 76 6,857
MISCEIIANEOUS........ccveeiiceiieecie e - 60 60 69
TOtal FEVENUES.......cviieeiieieieeee e 12,700 9,620 (3,080) 13,429
Other financing sources:
Operating transfers iN........cccoceverereneerce e 100 117 17 132
Total other financing SOUrCES........ccovvvveireiiniinee e 100 117 17 132
Total revenues and other financing Sources...........cc.ccoce..... 12,800 9,737 (3,063) 13,561
EXPENDITURES AND OTHER FINANCING USES
Expenditures:
Energy and environmental affairs.........c.ccocoovviirninnenn 11,858 10,742 1,116 10,094
Total eXPenditUreS.......ccocvvvererereeee e 11,858 10,742 1,116 10,094
Other financing uses
Fringe benefit cOSt aSSESSMENL.........covevivieiriiiereerienae - 2,305 (2,305) 1,787
Total other finanCiNg USES.........covvveieieieieeeeee e - 2,305 (2,305) 1,787
Total expenditures and other financing uses...........cc.cc....... 11,858 13,047 (1,189) 11,881
Excess (deficiency) of revenues and other financing
sources over expenditures and other financing uses......... 942 (3,310) (4,252) 1,680
Fund balance (deficit) at beginning of year.............cc.ccce..... 13,410 13,410 - 11,730
Fund balance (deficit) at end of year..........c.ccccceevrervrrrrennne, $ 14,352 $ 10,100 $ (4252) $ 13,410
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Workforce Training Fund
Balance Sheet - Statutory Basis

June 30, 2008
(Amounts in thousands)

2008 2007
ASSETS
Cash and short-term inVeStMEeNtS.........ccccecveiere e $ 21,523 $ 6,844
TOAl ASSELS......cveveeeicvetercece ettt ettt er s ettt en s $ 21,523 $ 6,844
LIABILITIES AND FUND BALANCE
Liabilities:
ACCOUNES PAYADIE........cicviicieeccecce e $ 2,600 $ 5,314
ACCrUE PAYIOIL....ceieiiee e 39 32
Total labilties. .......ccoiiei e 2,639 5,346
Fund balance:
Reserved fund balance:
Reserved for continuing appropriations...........cccccevveerenenennnen, 18,884 18,000
Unreserved fund balance (deficit):
UNAESIGNALEA. ....c.eeeeeeiieeeeie e - (16,502)
Total fund balance (defiCit)........cocoreiiiiiiiniiiiee s 18,884 1,498
Total liabilities and fund balance...........ccooeoeveiieiiiiciccee e, $ 21,523 $ 6,844
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Workforce Training Fund
Statement Of Revenues, Expenditures And Changes In Fund Balance - Statutory Basis

Fiscal Year Ended June 30, 2008
(Amounts in thousands)

Variance
2008 2008 Favorable 2007
Budget Actual (Unfavorable) Actual
REVENUES AND OTHER FINANCING SOURCES
Revenues:
TAXES. cvvveneneisieeeie ettt $ 21,500 $ 21,509 $ 9 $ 21,449
MiSCEIANEOUS. ........cvvieiiriccc e, - - - 62
TOtal FEVENUES. ..ot 21,500 21,509 9 21,511
Other financing sources:
Other fund deficit support....... - 21,839 21,839 -
Total other financing sources - 21,839 21,839 -
Total revenues and other financing sources................... 21,500 43,348 21,848 21,511
EXPENDITURES AND OTHER FINANCING USES
Expenditures:
Housing and economic development.............ccccecvrvivenene 250 250 - 26,057
Labor and workforce development...........cccccoveriiiennn. 43,987 25,105 18,882 8,453
Total eXPenditures.........oeevverriniserneecsee e 44,237 25,355 18,882 34,510
Other financing uses:
Fringe benefit cost assessment..........ccccovecvreivreeereennenns - 607 (607) 550
Total other finanNCiNG USES.........ccevreevreireiseesei e - 607 (607) 550
Total expenditures and other financing uses.................. 44,237 25,962 18,275 35,060
Excess (deficiency) of revenues and other financing
sources over expenditures and other financing uses... (22,737) 17,386 40,123 (13,549)
Fund balance (deficit) at beginning of year................... 1,498 1,498 - 15,047
Fund balance (deficit) at end of year...........ccccceervvnne. $ (21239 % 18,884 $ 40,123 $ 1,498
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Division of Energy Resources Credit Trust Fund
Balance Sheet - Statutory Basis

June 30, 2008
(Amounts in thousands)

2008 2007
ASSETS
Cash and short-term INVESIMENTS..........ccveiieiiiiiie e $ - $ 2,025
TOUAL ASSEES. ...ttt ettt e st e s e e see e $ - $ 2,025
LIABILITIES AND FUND BALANCE
Liabilities:
ACCOUNES PAYADIE. ... $ - $ -
Total abIITIES. ..o - -
Fund balance:
Unreserved fund balance (deficit):
UNAESIGNALEA. ... .civeceeiecieciee e - 2,025
Total fund balance (defiCit).........c.ccoviviviiiieiiee e - 2,025
Total liabilities and fund balance...........ccocoviiiiiiic e, $ - $ 2,025
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Division of Energy Resources Credit Trust Fund
Statement Of Revenues, Expenditures And Changes In Fund Balance - Statutory Basis

Fiscal Year Ended June 30, 2008
(Amounts in thousands)

Variance
2008 2008 Favorable 2007
Budget Actual (Unfavorable) Actual
REVENUES AND OTHER FINANCING SOURCES
Revenues:
Departmental.........cc.cooovieriiiiceiseese e $ - $ 656 $ 656 $ 469
TOtAl FEVENUES. ...t - 656 656 469
Other financing sources:
Operating transfers iN..........ccoocevverveinennceeseeeine - - - -
Total other finanNCiNg SOUICES........coveveivieireeiseereerieeens - - - -
Total revenues and other financing sources.............c....... - 656 656 469
EXPENDITURES AND OTHER FINANCING USES
Expenditures:
Energy and environmental affairs..............ccoccovveirriennnn. - - - -
Total eXPeNItUreS.......ccevevvveerreereeee e - - - -
Other financing uses:
Other fund deficCit SUPPOTt........ccoovviivcrirercree e, - 2,681 (2,681) -
Total other finaNCiNG USES.......c.ccevvvveerieierieericeeeese e - 2,681 (2,681) -
Total expenditures and other financing uses..................... - 2,681 (2,681) -
Excess (deficiency) of revenues and other financing
sources over expenditures and other financing uses....... - (2,025) (2,025) 469
Fund balance (deficit) at beginning of year...................... 2,025 2,025 - 1,556
Fund balance (deficit) at end of year..........c.cccocourvriirevrnnns $ 2,025 $ - $ (2,025) % 2,025
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Massachusetts Tourism Fund
Balance Sheet - Statutory Basis

June 30, 2008
(Amounts in thousands)

2008 2007
ASSETS
Cash and short-term iNVEStMENTS..........c.ccoveieiiviiiese e $ 8,054 $ 9,294
TOtAl ASSELS......vvvceceeeieee ettt $ 8,054 $ 9,294
LIABILITIES AND FUND BALANCE
Liabilities:
ACCOUNTS PAYADIE. ... $ 7,396 $ 6,627
ACCIUE PAYTOIL... .o s 31 20
Total HabiltIeS......ccvieeececre e 7,427 6,647
Fund balance:
Reserved fund balance:
Reserved for continuing appropriations..........cccovvveveieivsineiennnns 627 2,995
Unreserved fund balance (deficit):
UNAESIGNALEA. ......cveiiiieieie e - (348)
Total fund balance (defiCit).......c..ccvvviiiiierieiieeece 627 2,647
Total liabilities and fund balance............ccovviviiieienicier e, $ 8,054 $ 9,294
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Massachusetts Tourism Fund
Statement Of Revenues, Expenditures And Changes In Fund Balance - Statutory Basis

Fiscal Year Ended June 30, 2008
(Amounts in thousands)

Variance
2008 2008 Favorable 2007
Budget Actual (Unfavorable) Actual
REVENUES AND OTHER FINANCING SOURCES
Revenues:
TAXES. ettt ettt $ 40,000 $ 41,699 $ 1,699 $ 38,881
TOtal FEVENUES. ......ecveiiviecei ettt 40,000 41,699 1,699 38,881
Other financing sources:
Operating transfers iN..........ccocooverereineineee s - - - -
Total other financing SOUICES........cccevvvevrieireerecrseene - - - -
Total revenues and other financing sources....................... 40,000 41,699 1,699 38,881
EXPENDITURES AND OTHER FINANCING USES
Expenditures:
Treasurer and Receiver-General............cccoeonniciinnnnnns - - - 700
Energy and environmental affairs............cccococviicicinnnnns 130 35 95 330
Housing and economic development...........ccocoovveeriieenenn. 41,658 38,228 3,430 43,182
Total eXPeNdItUreS.......ccevrieeriiirieeseese e 41,788 38,263 3,525 44,212
Other financing uses:
Fringe benefit cost assessmMent..........covvveevennnncceenn - 388 (388) 285
Other fund defiCit SUPPOIt........ccovvririicrceeeree s - 5,068 (5,068) -
Total other finaNCING USES........c.covrvrvrieeiriririreeee e - 5,456 (5,456) 285
Total expenditures and other financing USes..............c.c..... 41,788 43,719 (1,931) 44,497
Excess (deficiency) of revenues and other financing
sources over expenditures and other financing uses........ (1,788) (2,020) (232) (5,616)
Fund balance (deficit) at beginning of year....................... 2,647 2,647 - 8,263
Fund balance (deficit) at end of year..............ccccceeverirennene, $ 859 $ 627 $ (232) % 2,647
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Non-Budgeted
Funds

SPECIAL REVENUE FUNDS:

These funds account for the proceeds of specific revenue
sources that are restricted to finance specific functions.
Funds that are not subject to appropriation are considered
Non-budgeted Special Revenue Funds.

Federal Grants Fund — to account for federal grants that
are designated for specific programs, excluding federal
highway construction grants, which are accounted for in the
Federal Highway Construction Capital Projects Fund, and
federal reimbursement programs, such as Medicaid, which
are accounted for in the General Fund.

LOTTERY FUNDS:

The two lottery funds account for the operations of the
State and Arts Lotteries.

State Lottery Fund — to account for revenue from sale of
lottery tickets and for the payment of prizes, expenses of
the State Lottery Commission and the distribution to
municipalities and school districts. Transfers are made to
the General Fund.

Arts Lottery Fund - to account for revenues from sale of
lottery tickets, for payment of prizes and the expenses of
the State Lottery Commission, and for the administration of
the Arts Lottery Council. Transfers are made to the
General Fund.

UNIVERSAL HEALTH CARE FUNDS:

The five Universal Healthcare Funds account for
assessments and other revenues that are dedicated to
making health care and health insurance accessible and
affordable to all Citizens of the Commonwealth.

Commonwealth Care Trust Fund — to collect fair share
employer assessments, free rider surcharges, transfers from
the Health Safety Net Trust Fund, any funds that may be
appropriated or transferred for deposit into the trust fund
for the purposes of the demonstration program approved
the Secretary of the United States Department of Health
and Human Services under section 1115 of the Social
Security Act, as extended or renewed from time to time and
individual health care coverage penalties for the purpose of
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providing health care coverage in accordance with the act
providing access to affordable, quality, accountable health
care of 2006.

Essential Community Provider Trust Fund — to account
for transfers and interests; used for payments to acute care
hospitals and community health centers, as defined in
Chapter 58, Acts of 2006, Section 8.

Medical Assistance Trust Fund — to account for any funds
directed to the Commonwealth from public entities and
federal revenues related to medical assistance; to be used
for medical assistance payments to entities authorized by
the general court.

Health Safety Net Trust Fund — to account for reimbursing
hospitals and community health centers for a portion of the
cost of reimbursable health services provided to low-
income, uninsured or underinsured residents of the
Commonwealth.

Uncompensated Care Fund — to account for funds
received from hospitals, transfers from budgeted funds and
federal reimbursements; used for the purposes of the
Uncompensated Care Pool. Though not repealed, the
balance in the fund was transferred to the Health Safety Net
Trust Fund on October 1, 2007.

Medical Security Trust Fund — to account for premiums,
fees, and contributions; used for health insurance for
workers receiving unemployment insurance.

OTHER FUNDS:

The other minor special revenue funds account for a variety
of miscellaneous taxes, assessments, fees, fines and other
revenues, which are restricted to the financing of specific
Commonwealth programs.

Department of Telecommunication and Energy Trust
Fund — to account for expenditures by the Department of
Telecommunications and Energy for activities of the
department related to the regulation of electric companies.

Liability Management and Reduction Fund - to account
for chargebacks assessed to departments as premiums for
the provision of insurance coverage for state agencies to
cover payment of judgements, settlements and litigation
costs in tort claims.

Health Care Security Trust Fund — to account for
revenues received from tobacco companies under the
tobacco settlement, interest income fees and federal grants
as well as expenditures to the Health Care Quality
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Improvement Fund for health related services and programs
intended to control or reduce the use of tobacco in the
Commonwealth. Though not repealed, the balance in the
Health Care Security Trust Fund will be transferred to the
State Retiree Benefits Trust Fund on or before June 30,
2008.

Commonwealth of Massachusetts Civil Monetary Penalty
(CMP) Fund — to account for civil monetary penalties paid
by nursing homes participating in the medical program for
the protection of health and property of residents in a
nursing home if the facility is found deficient.

MBTA State and Local Contribution Fund — to account
for the transfer of revenue and MBTA service area
assessments from the Commonwealth to the MBTA as set
forth in Massachusetts General Laws, Chapter 10, Section
35T.

Catastrophic Iliness in Children Relief Fund — to account
for receipts from a portion of an employer’s unemployment
health insurance contribution and certain Federal financial
participation. The assistance is for medical expenses of
childhood catastrophic illnesses not covered by any other
State and Federal program and subject to certain family
income limits.

MBTA Infrastructure Renovation Fund — to account for
supplemental appropriations beyond the MBTA State and
Local Contribution Fund for certain MBTA infrastructure
improvements. Funds are to be used for, but not limited to,
compliance with the American with Disabilities Act,
elevator and escalator improvements, waterproofing, fare
gates, signage, lighting and structural improvements only.
No rolling stock is to be acquired through the fund.

Community Preservation Trust Fund — to account for
revenues received from surcharges on real estate property
taxes, public and private sources as gifts, grants and
donations, from damages, penalties costs from litigation
settlements and surcharge on municipal liens imposed by
the cities and towns who accept funds from the trust, to
further community open — space preservation programs.

Health Insurance Portability and Accountability Act
Fund — to account for revenues received from Federal
reimbursements under the Social Security Act, other
Federal reimbursements, grants, gifts or other contributions
to meet the costs of compliance with the Federal Health
Insurance Portability and Accountability Act of 1996
(HIPPA).

State Racing Fund — to record activity described in Section
9, Chapter 139, Acts of 2001 for improvements to the horse
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and greyhound racing industry in the Commonwealth.
Revenues are from taxes, assessments and expenditures are
for related programs.

Division of Professional Licensure Trust Fund — to
support programs and administrative costs of the Division
of Professional Licensure. Revenues are from professional
registration fees and expenditures are for regulatory
purpose. The fund is not allowed to incur deficit. Any year
end balance in excess of 20% of prior year’s expenditures
reverts to the General Fund.

Victims of Drunk Driving Trust Fund — to account for
fines collected from convicted individuals of driving under
the influence of various substances defined by the law.
Expenditures are for grants to community based programs
to provide counseling and support services to victims of
accidents.

Health Care Quality Improvement Trust Fund — to
account for transferred fees and federal participation from
the Health Care Security Trust fund paid by health care
providers. Expenditures are to health care providers for
Medicaid related services. Though not repealed, the
balance in this fund was transferred to the General Fund as
of October 1, 2007.

Department of Fire Services Hazardous Materials
Emergency Mitigation Response Recovery Trust Fund —
to account for monies received from fees, fines and
investment income up to a maximum of $250,000 per year.
All revenues in excess of $250,000 are transferred to the
General Fund and may be made available for appropriation.
Expenditures are for emergency hazardous materials
response and mitigation costs up to a maximum of
$250,000 per year.

Registers Technological Fund — to account for funds
received from deeds excise taxes for the benefit of
abolished counties. Expenditures are for technological
improvements at the registries of deeds in those counties.

County Registers Technological Fund — to account for
monies received from deeds excise taxes for Barnstable,
Bristol, Dukes, Norfolk, Plymouth and Nantucket Counties.
Expenditures are for technical improvements at those
counties.

State Election Campaign Fund — to account for the costs
of quadrennial statewide elections provided for through tax

contributions from citizens.

Distressed Provider Expendable Trust Fund — to account
for the financial support to community health centers,

Statutory Basis Financial Report



community  health  center-based  managed  care
organizations, and other essential community providers that
serve populations in need of community-based care, clinical
support, care coordination services, pharmacy management
services or other special needs for continuing community
care including, but not limited to, those populations that are
chronically ill, elderly, or disabled. Chapter 241 of the Acts
of 2004 renamed this fund from the Essential Community
Provider Expendable Trust Fund. This fund closed on
September 30, 2006 and any remaining balance was
transferred to the Essential Community Provider Trust
Fund.

Springfield Fiscal Recovery Trust Fund - to account for
interest free loans to the City of Springfield, the goal of
which is to bring fiscal stability to the City. This fund
closed as of June 30, 2008 with all amounts now reported
in the General Fund.

Counsel for Indigent Salary Enhancement Trust Fund —
to account for fees collected for private applications for
criminal complaints for misdemeanors in Commonwealth
courts and investment revenues. Expenditures are for rate
enhancements for advocates for the indigent.

Smart Growth Housing Trust Fund — This fund is
controlled by the Department of Housing and Community
Development for the purpose of making payments to
communities under Smart Growth and Housing Production
program. Revenues are from sale of surplus property for
the total amount of sales between $25 million to $50
million, or appropriations from the General Fund and
monetary sanctions imposed by the department.

Special Projects Permitting and Oversight Fund - to
account for environmental permitting fees. Expenditures
are for permitting, technical assistance, compliance and
other activities related to environmental oversight.

School Modernization and Reconstruction Trust Fund -
to account for dedicated sales tax revenues in support of the
School Building Assistance Program.

Roche Community Rink Fund — to account for revenues
generated from fees, fines, leases, gifts, grants, interest or
any other revenue sources at the Roche Community Rink,
formerly the Bryant Rink, in the West Roxbury section of
the city of Boston. Expenditures are for operational costs,
capital improvements, equipment and maintenance of said
rink, including the costs of personnel, but no expenditures
shall be made from the fund that shall cause the fund to be
in deficit at the close of a fiscal year.
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Workforce Competitiveness Trust Fund — to account for
funds to support the development and implementation of
employer and work responsive programs to enhance worker
skills, income, productivity and retention and to increase
the quality and competitiveness of Massachusetts firms.
The fund is administered by the Executive Office of Labor
and Workforce Development.

Cigarette Fire Safety & Firefighter Protection Act
Enforcement Fund — to account for the Fire Safety
certification fees submitted by cigarette manufacturers.
The fund is used solely to support state processing, testing,
enforcement and oversight activities related to
implementation of the cigarette fire safety regulation.

Massachusetts Board of Higher Education Scholar-
Internship Match Fund — to provide a match for industry
scholarships given to Massachusetts students going on to
study for a post-secondary degree at Massachusetts public
higher education institutions. The amount to be matched
through the Scholar-Internship Match Fund shall not
exceed $5,000 per student, contingent upon receiving a
corresponding industry scholarship or internship of up to
the same amount.

Central Artery /Tunnel Project Repair and Maintenance
Trust Fund — to account for any costs incurred in
connection with the repairs and maintenance of the Central
Artery and the Ted Williams Tunnel.

District Local Technical Assistance Fund — to account for
grants to regional planning agencies for technical assistance
to municipalities and to develop a state-wide zoning, land
use planning, conservation, public safety planning,
information technology and statistical trend modeling under
the supervision of the Department of Housing and
Community Development. The annual expenditures cannot
exceed $2.8 million in any fiscal year.

Educational Rewards Grant Program Fund — to account
for grants to students in accredited post-secondary
certificate or vocational technology programs or associate
degree in targeted high-demand occupations.

Government Land Bank Fund — to account for proceeds
from disposition, conversion and redevelopment of land
used for industrial and low income housing developments.
Payments of principal and interest on bonds and notes of
the Massachusetts Development Finance Agency.

Natural Heritage and Endangered Species Fund - to
account for revenues from public and private sources
and/or the federal government as reimbursements, grants,
donations or other receipts; used to acquire by purchase,
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lease, easement or license land critical to nongame wildlife
and endangered species for purposes of protecting and
enhancing nongame wildlife.

Massachusetts Mathematics, Science, Technology and
Engineering Grant Fund — to account for the support
provided to Massachusetts students who want to participate
in programs that support careers in fields related to
mathematics, science, technology, and engineering. The
grants also support curriculum development in those fields.

Commonwealth Covenant Fund — to support programs
that provide accessible tuition loan repayments to students
who attend public universities or colleges in Massachusetts
and stay to pursue careers in the STEM (Science,
Technology, Engineering and Math) fields.

Massachusetts Alternative and Clean Energy Investment
Trust Fund — to account for any funds invested in clean
energy technology research and issue seed grants to
companies, universities and nonprofits to encourage the
creation of clean technology ventures and the training of
workers to perform associated green jobs.

Mosquito and Greenhead Fly Control Fund —to account
for assessments to cities and towns of various mosquito
control districts; to support activities designed to control
mosquitoes and /or “greenhead” flies.

Oil Overcharge Fund — to account for the fines and
penalties collected under federal litigation from certain oil
companies; used to provide fuel assistance and home
insulation for low-income residents.

Environmental Trust Fund — to account for fines, gifts and
grants used for restoration, protection and improvement of
the quality of Boston Harbor, Lynn Harbor, Massachusetts
Bay, Buzzards Bay and Cape Cod Bay.

Children’s Trust Fund — to account for gifts, grants,
interest, and donations to the Child Abuse Prevention
Board and certain appropriations designated to be
transferred to the fund; used for support programs to raise
awareness of child abuse and prevention programs.

Child Support Enforcement Fund — to account for Federal
grants used for activities associated with the collection of
child support.

Massachusetts Military Family Relief Fund — to account
for revenues received by the Commonwealth under the
provisions of section 6K of Chapter 62, from public and
private sources as gifts, grants, and donations to further the
purposes of the fund, which is to help members of the
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Massachusetts National Guard and Massachusetts residents
who are members of the Armed Forces of the United States
and who were called to active duty after September 11,
2001.

Department of Industrial Accidents Special Fund — to
account for assessments to employers and cities and towns
for workers’ compensation insurance premiums and
penalties assessed against employers who fail to insure for
the workers’ compensation; used to reimburse the General
Fund for the operating account of the Department of
Industrial Accidents and for administrative overhead.

County Correction Fund — to account for approximately
7.5% of the deeds excise tax distributed to counties for the
operation of county correctional facilities.

Massachusetts AIDS Fund — to account for gifts, grants,
and donations; used for research, treatment, and education
related to acquired immune deficiency syndrome.

Trust Fund for the Head Injury Treatment Services Fund
- to account for revenues from a surcharge on fines
resulting from ‘driving under the influence’ convictions;
funds the Massachusetts Rehabilitation Commission’s
statewide head injury program to develop and maintain
non-residential rehabilitation services for head injured
persons,

Board of Registration in Medicine Fund — to account for
certain revenues and expenditures of the Board.

Water Pollution Abatement Projects Administration Fund
— to account for transfers from the Water Pollution
Abatement Trust and general obligation bond proceeds;
used for the administration of the Department of
Environmental Protection to fund water pollution
abatement projects.

Commonwealth Sewer Rate Relief Fund — to account for
transfers of amounts from the General Fund or other funds;
used for the purpose of mitigating sewer rate increases and
making sewer rate relief grants to municipalities.

Motor Vehicle Safety Inspection Trust Fund — to account
for vehicle inspection fees for administration and operation
of safety inspection programs by the Registry of Motor
Vehicles.

Child Care Quality Fund — to account for expenditures by
the commissioner of the Office for Children for providing
grants for not-for-profit childcare organizations for the
purpose of improving childcare services.
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Convention and Exhibition Center Fund — to account for
surcharges imposed on tourist tickets, such as cruise and for
any land-based sightseeing located in the Commonwealth
to finance the construction of a new Boston Convention
Center along with centers in Worcester and Springfield.

Firearms Fingerprint Identity Verification Trust Fund —
to account for fees paid in firearms registrations for the
purposes of financing fingerprint identification verifications
with the fingerprint records maintained by the Federal
Bureau of Investigations or any other federal agency for the
verification of firearms license application identities.

Grant Anticipation Note Trust Fund - to account for

proceeds to cover grant anticipation note expenditures and
pay the related debt service of the proceeds.
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The following funds have been enacted in legislation but
are inactive:

Energy Technology Development Fund — to account for
revenues received from miscellaneous trusts, gifts and
donations to be administered and expended by the
commissioner of the Division of Energy Resources to
promote energy efficiency and the research development
and commercialization of new energy technologies.

Natural Resources Damages Trust Fund — to account for
gifts, grants and other contributions received to fund natural
resources restoration projects.

Department of Mental Retardation Trust Fund - to
account for any receipts from assessments transfers by
Department of Mental Retardation for public facilities and
any other federal financial participation. Expenditures are
for operating the intermediate care facilities and community
residences serving individuals with mental retardation.

Civil Process Technology Improvement Fund — to account
for 20% of civil process fees received by the
Commonwealth gifts, grants and investment earnings to be
used to improve the efficiency, accessibility and
accountability of the service of civil process in the
Commonwealth.

Fire Prevention and Public Safety Fund — to account for
all penalties recovered under the cigarette fire safety
regulation act to be used for fire safety and prevention
programs.
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Non-Budgeted Special Revenue Funds
Combining Balance Sheet - Statutory Basis

June 30, 2008
(Amounts in thousands)

ASSETS

Cash and short-term investments........coccoeevveieeiieiveeinens
Cash with fiscal agent..........ccccvvviiiniiiinineesees
INVESTMENTS.....civie et

Receivables, net of allowance for uncollectibles:

Due from federal government..........ccccoovevneneieneniennnn
Other reCeiVabIES..........covvviviiieiiiiccic e
Due from cities and toOWNS..........ceeveevvieieeiieiee e

TOtal ASSELS.....cvviivieiiicie ettt

LIABILITIES AND FUND BALANCES

Liabilities:

Deficiency in cash and short-term investments............
Accounts payable...........ccoeviiiiiiiiici e
Accrued payroll........c.cccoeiiiiniiiee e
Due to other funds............cccevriiinnienree e

Total liabilitieS......coovivviiiiiiiccreecec s

Fund balances:
Reserved for:

DD SEIVICE....cvietiicree ittt

Unreserved:

Designated for specific purpose..........ccocevevererenne,
UNdesignated........covvereininenieineee s

Total fund balances (defiCit).........cocooeevrrriirnicirienn,

Total liabilities and fund balances.............cccccoveviirnins

See independent auditors' report

Commonwealth of Massachusetts

Federal Universal
Grants Lotteries Health Care
$ - $ 9,474 $ 482,298
295,137 - -
- 2,797 -
$ 295,137 $ 12,271 $ 482,298
$ 44,198 $ - $ -
208,585 44,645 73,830
5,170 - 53
257,953 44,645 73,883
37,184 - 408,415
- (32,374) -
37,184 (32,374) 408,415
$ 295,137 $ 12,271 $ 482,298
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Totals
(Memorandum only)

Other 2008 2007
$ 848,701 $ 1,340,473 $ 903,305
755,002 755,002 703,043
40,543 40,543 552,515
66,618 361,755 401,875
76 2,873 39,972
- - 51,522
$ 1,710,940 $ 2,500,646 $ 2,652,232
$ - $ 44,198 $ 186,055
148,099 475,159 652,109
911 6,134 4,949
65,060 65,060 74,582
214,070 590,551 917,695
755,002 755,002 703,043
788,268 1,233,867 1,197,798
(46,400) (78,774) (166,304)
1,496,870 1,910,095 1,734,537
$ 1,710,940 $ 2,500,646 $ 2,652,232
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Non-Budgeted Special Revenue Funds

Combining Statements Of Revenues, Expenditures And Changes In Fund Balances - Statutory Basis

Fiscal Year Ended June 30, 2008
(Amounts in thousands)

REVENUES AND OTHER FINANCING SOURCES
Revenues:

Assessments.
Federal grants and reimbursements.
Tobacco settlement revenue.
Departmental...
Miscellaneous..

TOLAl FEVENUES. .....oviiiiiiiie b

Other financing sources:
Operating tranSTErs iN..........coo e
Health care security trust transfer ..
Lottery deficit support
Uncompensated care pool transfer..
Health safety net trust transfer.
Commonwealth care transfer,
Medical assistance transfer...
Transfer for Bay State Competitiveness INVeStMeNt..........cccvvvevevivnririvneiceeies

Total other fiNANCING SOUICES..........cviu i
Total revenues and other finanCing SOUICES.........c.ceuiiiiiiuiiiieiiiiieieeieiereeisieeeeieieienns

EXPENDITURES AND OTHER FINANCING USES

Expenditures:
Judiciary.
Inspector General
Secretary of the Commonwealth.
Treasurer and Receiver-General..
Attorney General....
District Attorney.
Office of Campaign and Political Finance....
Sheriff's Departments
Disabled Persons Protection Commission.
Board of Library Commissioners
Comptroller..
Administratio "
Energy and environmental affairs,
Health and human services..........
Transportation and public works....
Executive Office of Education:

Early education and care.
Department of elementary and secondary education.
Higher education
Public safety and homeland security..
Housing and economic development..
Labor and workforce development

Debt service:
Principal retirement...
Interest and fiscal charges

Total expenditures..

Other financing uses:
Fringe benefit cost assessment.
Lottery operating reimbursements..
Lottery distributions.............c......
Federal reimbursement transfer out
Tobacco settlement transfer.
Health care quality improvement transfer.
Uncompensated care pool transfer..
State retiree benefits transfer...
Commonwealth care transfer.
Health safety net trust transfer.
Operating transfers out

Total other fiNANCING USES........cvv i
Total expenditures and other fiNANCING USES..........cvviurirriiiininriiirecse e

Excess (deficiency) of revenues and other financing
sources over expenditures and other finanCiNg USES..........cceuerrieeernieenienricnens

Fund balances (deficit) at beginning of Year............ccoevcnricnniencsseseene

Fund balances (deficit) at end of Year..........cccovvivvriiinic s

See independent auditors' report

Commonwealth of Massachusetts

Federal Universal
Grants Lotteries Health Care
- $ 1,006 $ 12,364
- - 330,650
2,065,355 - -
- 4,906,312 50,133
38 9,164 138,760
2,065,393 4,916,482 531,907
1,384 71,699 28,000
- 200,019 -
- - 109,276
- - 1,047,663
- - 376,700
1,384 271,718 1,561,639
2,066,777 5,188,200 2,093,546
459 - -
- - 61
1,207 - -
772 3,902,052 -
8,383 - -
2,135 - -
2,507 - -
47 - -
3,257 - -
6,965 - -
31,016 - -
384,429 - 1,799,291
11,539 - -
9,019 - -
805,736 - -
8,703 - -
91,337 - -
426,043 - -
136,167 - 38,529
1,929,721 3,902,052 1,837,881
55,706 10,223 983
- 103,126 -
- 1,014,642 -
- - 1,800
- - 109,276
45,223 71,699 2,709
100,929 1,199,690 114,768
2,030,650 5,101,742 1,952,649
36,127 86,458 140,897
1,057 (118,832) 267,518
37,184 $ (32,374) $ 408,415
130
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Totals

(Memorandum only)

Other 2008 2007

$ 1507,419  $ 1520789  $ 1,404,296
173,348 503,998 635,305
487,224 2,552,579 2,626,284
288,490 288,490 247,340
98,265 5,054,710 4,793,147
654,944 802,906 131,988
3,209,690 10,723,472 9,838,360
93,046 194,129 224,557

- - 288,905

- 200,019 -

- - 290,000

- 109,276 -

- 1,047,663 722,100

- 376,700 364,013

53,000 53,000 -
146,046 1,980,787 1,889,575
3,355,736 12,704,259 11,727,935
1,560 2,019 2,369

- 61 137

5,533 6,740 6,357
1,583,117 5,485,941 5,124,147
395 8,778 9,651

155 2,290 2,740

- - 1,339

- 2,507 2,809

- 47 -

- 3,257 2,977

1,757 1,757 1,740
176,026 182,991 149,874
22,001 53,017 51,040
156,336 2,340,056 1,901,148
35,819 47,358 43,447
777 9,796 10,904

- 805,736 805,548

2,243 10,946 9,963
1,562 92,899 84,026
12,183 438,226 528,220
3,554 178,250 47,082
9,848 9,848 7,653

- - 290,459

132,287 132,287 130,601
119,363 119,363 124,608
2,264,516 9,934,170 9,338,839
12,048 78,960 65,803

- 103,126 97,324

- 1,014,642 999,642

326,358 326,358 332,244
288,490 288,490 247,340

- - 288,905

- - 290,000

328,552 328,552 -

- 1,800 -

- 109,276 -

223,696 343,327 186,254
1,179,144 2,594,531 2,507,512
3,443,660 12,528,701 11,846,351
(87,924) 175,558 (118,416)
1,584,794 1,734,537 1,852,953
$ 149,870  $ 1910095  $ 1,734,537
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Federal Grants Fund
Balance Sheet - Statutory Basis

June 30, 2008
(Amounts in thousands)

2008 2007
ASSETS
Receivables, net of allowance for uncollectibles:
Due from federal goOVENMENL...........ccceeviveeiiesrerciececeee e $ 295,137 $ 325,248
TOtAl ASSEES..veuveviirieitee eetee eet et et $ 295,137 $ 325,248
LIABILITIES AND FUND BALANCE
Liabilities:
Deficiency in cash and short-term investments............ccccoceoerereennn $ 44,198 $ 92,563
Accounts payable 208,585 227,376
AcCCrued PaYroll..... ..o 5,170 4,252
Total lHabIlItIES.......ccveiveceeceeceeec e 257,953 324,191
Fund balance:
Unreserved fund balance (deficit):
Designated for SpecifiC PUrPOSE.........ccovereiieere e 37,184 1,057
Total fund balance (efiCit).........coorereiiiiinr e 37,184 1,057
Total liabilities and fund balance............ccccovvveeieiiiiiee e $ 295,137 $ 325,248
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Federal Grants Fund

Statement of Revenues, Expenditures and Changes in Fund Balance - Statutory Basis

Fiscal Year Ended June 30, 2008
(Amounts in thousands)

REVENUES AND OTHER FINANCING SOURCES

Revenues:
Federal grants

Miscellaneous.

Total revenues

and reimbUrSEMENTS..........covvvevvieriee e, $

Other financing sources:
Operating tranSfers iN.........ccocvveiiiiiieic s

Total other financing sources

Total revenues

and other financing SOUICES........ccccovvverveevieiiesiennnns

EXPENDITURES AND OTHER FINANCING USES

Expenditures:
Judiciary.........

Secretary of the Commonwealth
Treasurer and Receiver-General

Attorney Gene

District Attorney.......c.ccceeevenene
Sheriff's Departments
Disabled Persons Protection Commission.....

FAle et

Board of Library COmMmISSIONErS..........cccevvierieienieiserieesiee e,
Administration and fiNANCE..........ccccvveriiiineiiicce e

Energy and environmental affairs...
Health and human services..............

Transportation

and PUbIic WOTKS.......c.ccovveiiiiiiicese e,

Executive Office of Education:
Early education and Care..........ccoceoerereieneienense e
Department of elementary and secondary education.......................
Higher education...........cc.ccoooevcenenne

Public safety and homeland security

Housing and economic development...........cocoooereieneinencieseneenene
Labor and workforce development............ccocooieiiiiiinnieniiciineae

Total EXPENAITUIES. ... .ceieieeieiieieee e
Other financing uses:

Fringe benefit cost assessment

Operating transfers out....................
Total other fiNaNCING USES........ccvcvvveireiiieieieseese e
Total expenditures and other financing USES..........ccccoovrrevrerncrirnenn.

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

Fund balance (
Fund balance (

Commonwealth of Massachusetts

deficit) at beginning of year...........cccccoevvvencencninnn,
deficit) at end Of Year.......ccccvvvviviniiniinieeieeeseseie $

133

2008

2,065,355
38

2,065,393

1,384
1,384
2,066,777

459
1,207
772
8,383
2,135
2,507
47
3,257
6,965
31,016
384,429
11,539

9,019
805,736
8,703
91,337
426,043
136,167

1,929,721

55,706
45,223

100,929
2,030,650

36,127
1,057
37,184

2007

$ 1,989,118
474

1,989,592

814
814
1,990,406

565
631
1,047
9,254
2,578
2,809

2,977
15,954
32,739

374,100
10,279

10,690
805,548
9,159
82,014
497,370
39,246

1,896,960

49,376
46,393

95,769
1,992,729

(2,323)
3,380
$ 1,057
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State Lottery Fund
Balance Sheet - Statutory Basis

June 30, 2008
(Amounts in thousands)

2008 2007
ASSETS
Cash and short-term iNVESTMENTS..........cccvivveverieiere e $ 5,782 $ -
Receivables, net of allowance for uncollectibles:
Other reCeIVADIES..........coeviiececececcee e 2,797 2,185
TOUAL ASSBLS. ...ttt eee et ettt e et et e e et e e e ereee et et ee e e e eeeine $ 8,579 $ 2,185
LIABILITIES AND FUND BALANCE
Liabilities:
Deficiency in cash and short-term investments............c.ccoceeeveenennne, $ - $ 47,299
ACCOUNES PAYADIE. ... 40,953 73,718
Total HabilItieS. ....coveeieie e 40,953 121,017
Fund balance:
Unreserved fund balance (deficit):
UNAESIGNALEA. .......cvieiieeeie e (32,374) (118,832)
Total fund balance (defiCit).........cooeriiriiiiiii e, (32,374) (118,832)
Total liabilities and fund balance............cccceevievieececicicccce e $ 8,579 $ 2,185
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State Lottery Fund
Statement Of Revenues, Expenditures And Changes In Fund Balance - Statutory Basis

Fiscal Year Ended June 30, 2008
(Amounts in thousands)

2008 2007
REVENUES AND OTHER FINANCING SOURCES
Revenues:
T AXES et eee et et et e e et e e e e e e e e ene et et et et et e et e e e et et et ee et eeeenenneanean $ 1,006 $ 1,124
DePArtMENTAL.......c.ciieiei i 4,762,481 4,502,396
MISCEITANEOUS.......oeeeiiicei ettt s, 8,403 12,833
TOtAl FEVENUES. .......veie ittt ettt ettt et e s e ste s sraeaans 4,771,890 4,516,353
Other financing sources:
Lottery defiCit SUPPOIL.........cccoiveiieeie e 200,019 -
Total other fiNANCING SOUICES.......c.oieeiireeenieere e 200,019 -
Total revenues and other financing SOUrCES..........cccoeevreninerecreennnn 4,971,909 4,516,353
EXPENDITURES AND OTHER FINANCING USES
Expenditures:
Treasurer and ReCEIVEr-GENEral..........ccocvevveeiiiiieiii e eeee e 3,776,342 3,550,776
Total EXPENAITUIES. .....ovieieeeieie et 3,776,342 3,550,776
Other financing uses:
Fringe benefit cost assessment........... 10,223 5,958
Lottery operating reimbursements ... 91,159 87,934
Lottery diStribULIONS...........coviiriiiieec e 936,028 921,028
Operating transfers OUL...........ocooiiieiie e 71,699 69,489
Total other fiNANCING USES........coriiiieieiec e 1,109,109 1,084,409
Total expenditures and other financing USES..........c.ccoceerererennienenens 4,885,451 4,635,185
Excess (deficiency) of revenues and other financing
sources over expenditures and other financing USes..........cc.ccceveeeee. 86,458 (118,832)
Fund balance (deficit) at beginning of year...........c.cccoooiiiiiincnnne. (118,832) -
Fund balance (deficit) at end of year $ (32,374) $ (118,832)
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Arts Lottery Fund

Balance Sheet - Statutory Basis

(Amounts in thousands)

June 30, 2008

ASSETS

Cash and short-term iNVESTMENTS..........cccviviievieieie e

Receivables, net of allowance for uncollectibles:

Other reCEIVADIES..........ccveiiieiee e,
TOtAl ASSBLS.....cviiiiiiicre ettt bbb

LIABILITIES AND FUND BALANCE

Liabilities:

ACCOUNTS PAYADIE........ciiviiciici e
Total laDIlItIES. ...

Fund balance:
Unreserved fund balance (deficit):

UNdesignated..........cooveiiiiiiiiiicece e
Total fund balance (defiCit).........ccocvvviiiriiiiiiiice e
Total liabilities and fund balance............ccccoovvevieeieiiiencce e

Commonwealth of Massachusetts
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2008

3,692

3,692

3,692

3,692

3,692

2007
$ 4,577
854
$ 5,431
$ 5,431
5,431
$ 5,431
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Arts Lottery Fund

Statement Of Revenues, Expenditures And Changes In Fund Balance - Statutory Basis

Fiscal Year Ended June 30, 2008

(Amounts in thousands)

2008
REVENUES AND OTHER FINANCING SOURCES
Revenues:
Departmental...... 143,831
Miscellaneous 761
TOAl FEVENUES. .....cviiicieiiiiete e 144,592
Other financing sources:
Operating transfers iN..........ccocveieiieiie e 71,699
Total other finANCING SOUICES.......ccoceviirieirieecee e 71,699
Total revenues and other financing SOUrCES............ccevvverieeriensiennan, 216,291
EXPENDITURES AND OTHER FINANCING USES
Expenditures:
Treasurer and Receiver-General..........coooveerreieniieinneeenes 125,710
Total EXPENAITUES. .....ccveieieieicic e 125,710
Other financing uses:
Lottery operating reimburSEMEeNts .........cccccevveereiesiereeieseiesesieiesieneas 11,967
Lottery diStribULIONS...........covciiiiiiiiiee e 78,614
Total other fiNANCING USES.......ccceviiiieierieiie e 90,581
Total expenditures and other financing USES............ccocevvverviericeniennas 216,291

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

Fund balance (deficit) at beginning of year..........c.cccccecevviieieiennane,

Fund balance (deficit) at end of year.........ccccccooeoviniiiiiiiic e $
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2007

$ 154,393
691

155,084

69,489
69,489
224,573

136,569
136,569

9,390
78,614

88,004
224,573
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Commonwealth Care Trust Fund
Balance Sheet - Statutory Basis

June 30, 2008
(Amounts in thousands)

2008 2007
ASSETS
Cash and short-term iNVESIMENLS...........ccevvirieiieiieeieece e $ 184,257 $ 28,173
Other reCeIVADIES........c.coeviiiece e - 1,358
TOtAl ASSEES.....vcveiteeiitiiete ettt $ 184,257 $ 29,531
LIABILITIES AND FUND BALANCE
Liabilities:
ACCOUNES PAYADIE.........oieiiiriiiiiee e $ 139 $ -
Total HADIITIES. ....cviviiriciicecre e e 139 -
Fund balance:
Unreserved fund balance (deficit):
Designated for SpecifiC PUrPOSE........ccovcirieireriie e 184,118 29,531
Total fund balance (AefiCit).........coervririeiiieiiiccee e 184,118 29,531
Total liabilities and fund balance............cccevveeveiiiieececee e $ 184,257 $ 29,531
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Commonwealth Care Trust Fund

Statement Of Revenues, Expenditures And Changes In Fund Balance - Statutory Basis

Fiscal Year Ended June 30, 2008
(Amounts in thousands)

2008
REVENUES AND OTHER FINANCING SOURCES
Revenues:
TAXES . vvveeeeetete bbbttt bbbt $ 12,364
DepartmMeNtal........cccciviirieiieieciee s 2,021
MISCEIIANEOUS.......ccviiiiiiiiriiee b 25,504
TOLAl FEVENUES. .....viiiiieteier et 39,889
Other financing sources:
Commonwealth care transfer..........cocoveiiciineees 1,047,663
Total other finaNCING SOUICES.........ccvcerviirieiie e 1,047,663
Total revenues and other financing SOUrCES.........cccccvvvevveieniereseriennn. 1,087,552
EXPENDITURES AND OTHER FINANCING USES
Expenditures:
Health and human SErviCes..........covviirirneiinne e 897,670
Labor and workforce development............ccoevveeveviiinciescc e, 1,244
Total eXPENAITUIES. .....cviveieecieeeee e 898,914
Other financing uses:
Fringe benefit oSt aSSESSMENL.........cccovcivieiiiicieseecesee e 139
Operating tranSfers OUL..........ccccvviiiiiiciiice e 12
Uncompensated care pool transfer..........ccccovveveineiiencieseceseen -
Health safety net trust transfer..........ccocoovevicenciicc e 33,900
Total other fiNANCING USES........covcvrieiiieiieieeseesee e 34,051
Total expenditures and other finanCing USES.........ccccccvvveeiveriiiriennen, 932,965
Excess (deficiency) of revenues and other financing
sources over expenditures and other financing uses...........c.ccoceevnen. 154,587
Fund balance (deficit) at beginning of year..........c.ccocoovevvneiiiiiiiens 29,531
Fund balance (deficit) at end of year........ccoccovveveieiiiiinccesecee, $ 184,118
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2007

4,342

4,342

722,100
722,100
726,442

406,911

406,911

290,000

290,000
696,911

29,531

$ 29,531
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Essential Community Provider Trust Fund
Balance Sheet - Statutory Basis

(Amounts in thousands)

June 30, 2008

ASSETS

Cash and short-term iNVESTMENTS..........c.cvvivviievieieie e
TOtAl ASSBLS.....iviiveiiicte ettt

LIABILITIES AND FUND BALANCE

Liabilities:

ACCOUNTS PAYADIE........ciiiiciic s
Total laDIlItIeS. ..ot

Fund balance:
Unreserved fund balance (deficit):

Designated for SPECITiC PUIPOSE.......c.cevveirieiiiiei e
Total fund balance (defiCit)........ccovvriviiiiiiiiiices e
Total liabilities and fund balance............cccovieiniiiice

Commonwealth of Massachusetts
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2008

410

410

95

95

315

315

410

2007
$ 9,648
$ 9,648
$ -
9,648
9,648
$ 9,648
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Essential Community Provider Trust Fund
Statement Of Revenues, Expenditures And Changes In Fund Balance - Statutory Basis

Fiscal Year Ended June 30, 2008
(Amounts in thousands)

2008 2007
REVENUES AND OTHER FINANCING SOURCES
Revenues:
DEPArtMENTAL........ccviveverieirererirereteeree e $ - $ -
TOAl FEVENUES. ...ttt - -
Other financing sources:
Operating tranSTers iN.........ccoceveviiiicerc s 28,000 47,648
Total other finaNCING SOUICES.........ccvciviiiriiiierict e 28,000 47,648
Total revenues and other financing SOUrCES.........cccccvvivevveieriereierienenn. 28,000 47,648
EXPENDITURES AND OTHER FINANCING USES
Expenditures:
Health and human SErviCes..........covvririrneiinrer e 37,333 38,000
Total eXPENAITUIES. .....cviveieecieee e 37,333 38,000
Other financing uses:
Operating tranSfers OUL..........ccovcvviiiieriiiici s - -
Total other fiNANCING USES........covcvrieirieiiiieiesee e - -
Total expenditures and other financing USES..........cccccuvveviveriiiriennen, 37,333 38,000
Excess (deficiency) of revenues and other financing
sources over expenditures and other financing uses...........c.ccoevnen. (9,333) 9,648
Fund balance (deficit) at beginning of year........c.c.ccoceovvniiiiiininnns 9,648 -
Fund balance (deficit) at end of year...........ccooeeiviecceiiccee $ 315 $ 9,648
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Medical Assistance Trust Fund
Balance Sheet - Statutory Basis

June 30, 2008
(Amounts in thousands)

2008 2007
ASSETS
Cash and short-term iNVEStMENS..........cccvvveveeriireeiieseee e, $ 102,759 $ 125,000
TOAl ASSELS. .. vcviuiveteei ettt $ 102,759 $ 125,000
LIABILITIES AND FUND BALANCE
Liabilities:
ACCOUNLS PAYADIE.......civiiciiiicce s $ 64,000 $ 125,000
Total HabilitieS......ooveiieicircc s 64,000 125,000
Fund balance:
Unreserved fund balance (deficit):
Designated for SPECITiC PUIPOSE........cerveiiieiieiei e 38,759 -
Total fund balance (defiCit)........ccocereviieiiiiiiicec e 38,759 -
Total liabilities and fund balance............cccovveeieviiciciicecee e $ 102,759 $ 125,000
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Medical Assistance Trust Fund
Statement Of Revenues, Expenditures And Changes In Fund Balance - Statutory Basis

Fiscal Year Ended June 30, 2008

(Amounts in thousands)

2008
REVENUES AND OTHER FINANCING SOURCES
Revenues:
MISCEHANOUS. ...ttt $ 107,250
TOAl FEVENUES. ...ttt 107,250
Other financing sources:
Medical assiStance transfer..........cccovieerinnieine e 376,700
Total other finaNCING SOUICES.........ccvcivveiiiiiieries e 376,700
Total revenues and other financing SOUrCES.........c.occvvevevevesereierienenn. 483,950
EXPENDITURES AND OTHER FINANCING USES
Expenditures:
Health and human SErviCes..........coveirinneiinire e 445,191
Total eXPENAITUIES. .....cviveieecieee e 445,191
Other financing uses:
Operating tranSfers OUL..........coevviiiiericiice e -
Total other fiNANCING USES........ccvcvrveiiieiiesieieseesee e -
Total expenditures and other finanCing USES.........cccccovvveviveriiiriennnen, 445,191
Excess (deficiency) of revenues and other financing
sources over expenditures and other financing uses.........c.c.ccoeevnen. 38,759
Fund balance (deficit) at beginning of year...........c.ccocoeeveviiiiininn, -
Fund balance (deficit) at end of year........ccocccevevviiviiiisciesecee, $ 38,759
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2007

364,013
364,013
364,013

434,013
434,013

434,013

(70,000)
70,000
$ -
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Health Safety Net Trust Fund
Balance Sheet - Statutory Basis

June 30, 2008
(Amounts in thousands)

2008 2007
ASSETS
Cash and short-term iNVESMENtS.........cc.ccvvveiierieiieeseeese e, $ 102,182 $ -
TOLAl ASSELS....cvcvevivivieirirereeerer ettt r b b reas $ 102,182 $ -
LIABILITIES AND FUND BALANCE
Liabilities:
ACCOUNES PAYADIE. ......cuivivieieiiiiiceee e $ 7,468 $ -
Total HabilitieS......ooveirieieiict s 7,468 -
Fund balance:
Unreserved fund balance (deficit):
Designated for SPECITiC PUIPOSE......c.cevveiriiiiieiie e 94,714 -
Total fund balance (defiCit).........ccoceriviriiiiiiiiiec e 94,714 -
Total liabilities and fund balance............ccccoovvevieieieiiinccce e $ 102,182 $ -
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Health Safety Net Trust Fund
Statement Of Revenues, Expenditures And Changes In Fund Balance - Statutory Basis

Fiscal Year Ended June 30, 2008
(Amounts in thousands)

2008
REVENUES AND OTHER FINANCING SOURCES
Revenues:
Assessments...... $ 257,304
Miscellanous 3,563
TOAl FEVENUES. ...ttt 260,867
Other financing sources:
Health safety net trust transfer..........ccocoovevienciicccee e 109,276
Total other finaNCING SOUICES.........ccvcivviiiiiiieet e 109,276
Total revenues and other financing SOUrCES.........ccoccvvivevieieriereserienenn 370,143
EXPENDITURES AND OTHER FINANCING USES
Expenditures:
INSPECLOr GENETAL.....c.vcviieiiitiiceseecee e 35
Health and human services 275,394
Total expenditures 275,429
Other financing uses:
Operating tranSfers OUL..........coevviiiieicieici s -
Total other fiNaNCING USES........ccvcvrieivieiiiieieseesee e -
Total expenditures and other financing uses 275,429
Excess (deficiency) of revenues and other financing
sources over expenditures and other financing uses.........c.c.ccoeevnen. 94,714
Fund balance (deficit) at beginning of year..........c.ccoceevivviiiiiiien, -
Fund balance (deficit) at end of year........cccccovvveveiiiiiiisciesecee, $ 94,714
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Uncompensated Care Fund
Balance Sheet - Statutory Basis

June 30, 2008
(Amounts in thousands)

2008 2007
ASSETS
Cash and short-term iNVEStMENES..........cccvvveveeriireeiieseee e, $ - $ 155,284
TOAl ASSELS. .. vcviuiveteei ettt $ - $ 155,284
LIABILITIES AND FUND BALANCE
Liabilities:
ACCOUNLS PAYADIE.......ciiieciiicce e $ - $ 10,796
Total HabilitieS......ooveiieieiicc s - 10,796
Fund balance:
Unreserved fund balance (deficit):
Designated for SPECITiC PUIPOSE.......c.cerveiiiiiiiieircce e - 144,488
Total fund balance (defiCit)........ccoveveiiiiiiiiiiires e - 144,488
Total liabilities and fund balance............ccccovveeiiviiccciiiecee e $ - $ 155,284
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Uncompensated Care Fund
Statement Of Revenues, Expenditures And Changes In Fund Balance - Statutory Basis

Fiscal Year Ended June 30, 2008
(Amounts in thousands)

2007

319,568
7,093

326,661

290,000

290,000

616,661

137
617,362

617,499

12,159

12,159

629,658

2008
REVENUES AND OTHER FINANCING SOURCES
Revenues:
ASSESSIMENTS. ...ttt senns $ 73,346
MISCEIIANEOUS.......ocviiiieiiireee e 1,271
TOAl FEVENUES. .....vviiieteeee e ettt 74,617
Other financing sources:
Uncompensated care pool transfer..........ccccoveveineiiieneiscnceseenen -
Total other finaNCING SOUICES.........ccvcirviiiiiieri e e -
Total revenues and other financing SOUICES............cvevviverviviieennnns . 74,617
EXPENDITURES AND OTHER FINANCING USES
Expenditures:
INSPECLOr GENETAL....c.vcviieiiiteicieceecee e e e e e et e e 26
Health and human Services..........covveirirneiinine e 143,703
Total eXPENAITUIES. .....cviveieesieie e e e e et e 143,729
Other financing uses:
Operating tranSfers OUL..........ccovevviiiiirciiicisei e e e eea e -
Health safety net trust transfer..........ccocooveviieneiicc e 75,376
Total other fiNaNCING USES...........viiviiiiiiiieieseesee e 75,376
Total expenditures and other financing USES..........cccccvvveviveriiiriennen, 219,105
Excess (deficiency) of revenues and other financing
sources over expenditures and other financing uses.........c.c.ccoeevnen. (144,488)
Fund balance (deficit) at beginning of year..........c.ccocoevivviiiiinnenn, 144,488
Fund balance (deficit) at end of year........ccoccovveveiiiiiinciececee, $ -

Commonwealth of Massachusetts
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157,485
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144,488
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Medical Security Trust Fund
Balance Sheet - Statutory Basis

June 30, 2008
(Amounts in thousands)

2008 2007
ASSETS
Cash and short-term iNVEStMENLS...........cccevviveeriiiireeiesce e $ 92,690 $ 85,386
TOAl ASSELS.....cviiveveeiieciet ettt $ 92,690 $ 85,386
LIABILITIES AND FUND BALANCE
Liabilities:
ACCOUNLS PAYADIE.......ciiiiciiiicice e $ 2,128 $ 1,502
ACCrUEd PAYTOIL....c..cveiviieieicice e 53 33
Total HabilitieS........coovveiiiiciccese e 2,181 1,535
Fund balance:
Unreserved fund balance (deficit):
Designated for specific PUrPOSE........ccccvveiiirciie e 90,509 83,851
Total fund balance (defiCit).........ccocvviviiiriiiiiies e 90,509 83,851
Total liabilities and fund balance...........ccccovveeieviiciciicecee e, $ 92,690 $ 85,386
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Medical Security Trust Fund

Statement Of Revenues, Expenditures And Changes In Fund Balance - Statutory Basis

Fiscal Year Ended June 30, 2008

(Amounts in thousands)

2008
REVENUES AND OTHER FINANCING SOURCES
Revenues:
DEPArtMENTAL......cciveveveriiriererieeee e $ 48,112
MISCEIIANEOUS.......oeiieie ittt 1,172
TOtAl FEVENUES........eieitie ittt et e st s st et e s sab e e s baeeenes 49,284
Other financing sources:
Operating transfers in -
Total other financing sources -
Total revenues and other financing SOUrCES..........cccoeiereercercnennene 49,284
EXPENDITURES AND OTHER FINANCING USES
Expenditures:
Treasurer and ReCEIVEr-General...........cccoveirneiinneesseecnenas -
Housing and economic development............ccooeereieneinenciescneenene -
Labor and workforce development 37,285
Total expenditures 37,285
Other financing uses:
Fringe benefit COSt aSSESSMENL..........coviireiieieere e 844
Commonwealth care transfer 1,800
Operating transfers out.................. 2,697
Total other fiNaNCING USES........coviiieirieiie e 5,341
Total expenditures and other financing USES..........cccoovreevrernciiennen. 42,626
Excess (deficiency) of revenues and other financing
sources over expenditures and other financing uses...........ccccoceeennene 6,658
Fund balance (deficit) at beginning of year...........ccccocooiviiiiiinees 83,851
Fund balance (deficit) at end of year $ 90,509
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$ 48,617
378

48,995

48,995

18,459
7,239

25,699

586

2,664
3,250
28,949

20,046
63,805
$ 83,851

Statutory Basis Financial Report



Department of Telecommunication and Energy Trust Fund
Balance Sheet - Statutory Basis

June 30, 2008
(Amounts in thousands)

2008 2007
ASSETS
Cash and short-term iNVEStMENLS...........cccovviveririiiereeiesce e $ 579 $ 761
L] LI T £ $ 579 $ 761
LIABILITIES AND FUND BALANCE
Liabilities:
ACCOUNLS PAYADIE.......coiiiciiicce s $ 134 $ 301
AcCrued PaYroll........cccoeieiiiicee e 177 23
Total HabilitiesS.......cooveiieiceceececee e 311 324
Fund balance:
Unreserved fund balance (deficit):
Designated for SpecifiC PUrPOSE.........covcvvieiieiiie e, 268 437
Total fund balance (defiCit)........cccovviviiiiiiiiccc 268 437
Total liabilities and fund balance............ccccevveveiiiccic e $ 579 $ 761
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Department of Telecommunication and Energy Trust Fund
Statement Of Revenues, Expenditures And Changes In Fund Balance - Statutory Basis

Fiscal Year Ended June 30, 2008
(Amounts in thousands)

2008 2007
REVENUES AND OTHER FINANCING SOURCES
Revenues:
ASSESSIMENTS. ...ttt re e nne $ 3,517 $ 3,386
DepartmMeNtal........cccciviirieiieisisee s 208 207
TOAl FEVENUES. ...ttt 3,725 3,593
Other financing sources:
Operating tranSfers iN.........ccocceeviiiiiec s - -
Total other finaNCIiNG SOUICES.........cc.cviveiriiiieici e - -
Total revenues and other financing SOUrCES.........cccccvvivevieerereseriennn 3,725 3,593
EXPENDITURES AND OTHER FINANCING USES
Expenditures:
Energy and environmental affairs............ccccocvvviiiniiiciiiscceee 2,979 870
Housing and economic development...........ccocevvivveieieiseseieseseenenne 81 2,007
Total eXPENAITUIES. .....cviviieecieecie e 3,060 2,877
Other financing uses:
Fringe benefit oSt aSSESSMENL.........ccciveivieiiiriceseecere e 625 401
Operating tranSfers OUL..........ccccvviiiierciiici e 209 202
Total other fiNANCING USES........covcirieiieiieieeseesee e 834 603
Total expenditures and other finanCing USES.........ccccccvvveviveriiiriennen, 3,894 3,480
Excess (deficiency) of revenues and other financing
sources over expenditures and other financing uses.............ccoceevnen. (169) 113
Fund balance (deficit) at beginning of year...........c.ccocoevvvviiiiiiinn, 437 324
Fund balance (deficit) at end of year..........cccooeeveviecciiccce $ 268 $ 437
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Liability Management and Reduction Fund
Balance Sheet - Statutory Basis

June 30, 2008
(Amounts in thousands)

2008
ASSETS
Cash and short-term iNVEStMENLS...........ccvvvrrreiennirersee e $ 3,421
TOUAL BSSBES. ..ot ee et ettt eee e e e et et et et et et e e e e e ereneereeeeaes $ 3,421
LIABILITIES AND FUND BALANCE
Liabilities:
ACCOUNLS PAYADIE........cvcviviiiiiiicee e $ 257
AcCCrued PaYroll. ..o 2
Total lHabilities.........coov i 259
Fund balance:
Unreserved fund balance (deficit):
Designated for Specific PUrPOSE.........ccvercivcieie e 3,162
Total fund balance (defiCit).........ccovivreviiiieieiecec e 3,162
Total liabilities and fund balance............cocoeeieieicic i $ 3,421

Commonwealth of Massachusetts
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2007
$ 2,953
$ 2,953
$ 191
1
192
2,761
2,761
3$ 2,953
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Liability Management and Reduction Fund
Statement Of Revenues, Expenditures And Changes In Fund Balance - Statutory Basis

Fiscal Year Ended June 30, 2008
(Amounts in thousands)

2008 2007
REVENUES AND OTHER FINANCING SOURCES
Revenues:
DEPartMENtal.......cccvviveviieiciece e $ 2,188 $ 2,341
MISCEIIANEOUS........cviviiiieiiiee e 51 59
TOAl FEVENUES. .....cviiieieiiicie e 2,239 2,400
Other financing sources:
Operating transfers iN..........ccooveveiiiece e - -
Total other finANCING SOUICES........coceiierieisieiesee e - -
Total revenues and other financing SOUrCES...........cceevvvevveenievsiennan, 2,239 2,400
EXPENDITURES AND OTHER FINANCING USES
Expenditures:
ATOINEY GENEIAl......coiviiiiiiciie e 54 82
COMPLIONIET ... i 1,757 1,740
Total EXPENAITUES. .....ccveiiiiieiiiei e 1,811 1,822
Other financing uses:
Fringe benefit cost asseSSMENL.........cccevveierieisiieicsee e 27 21
Total other fiNANCING USES.......cceviirieierieise e 27 21
Total expenditures and other financing USES............coceevvervierieieniennas 1,838 1,843
Excess (deficiency) of revenues and other financing
sources over expenditures and other financing Uses.........c.cccccevvenene 401 557
Fund balance (deficit) at beginning of year...........c..ccccocervviveiiiennan. 2,761 2,204
Fund balance (deficit) at end of year..........cccccceveveviiveiivicce e, $ 3,162 $ 2,761
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Health Care Security Trust Fund
Balance Sheet - Statutory Basis

June 30, 2008
(Amounts in thousands)

2008 2007
ASSETS
Cash and short-term iNVESIMENLS..........cccevvvrieiieiieieeece e $ - $ 7,375
Investments 40,543 552,515
Receivables, net of allowance for uncollectibles:
Other reCEIVADIES..........ccviiieciecececec e e - 35,575
TOUAL BSSBES. ..ot et ettt e e e ettt et et e et e et e erenrenennen $ 40,543 $ 595,465
LIABILITIES AND FUND BALANCE
Liabilities:
ACCOUNES PAYADIE........cviveriiicvirericie ettt $ - $ 85,739
AcCCrued PaYroll..... ..o - 3
Total HaDITIIES....civeeicviee e - 85,742
Fund balance:
Unreserved fund balance (deficit):
Designated for SpecifiC PUrPOSE........covrererciereee e 40,543 509,723
Total fund balance (defiCit).........cooeiereiiiiine e 40,543 509,723
Total liabilities and fund balance............cocoeveeeiiie i $ 40,543 $ 595,465
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Health Care Security Trust Fund
Statement Of Revenues, Expenditures And Changes In Fund Balance - Statutory Basis

Fiscal Year Ended June 30, 2008
(Amounts in thousands)

2008 2007
REVENUES AND OTHER FINANCING SOURCES
Revenues:
ASSESSMENTS.....cvevrvieieieieieieieinieas $ - $ 148,441
Federal grants reimbursements - 145,288
DepartmMeNtal........cccciviiieiiiieci s - 186
Tobacco settlement reVENUE...........ccovvieiiriiecee s 288,490 247,340
MISCEIIANEOUS........cviiiiieiireee e 179,347 62,068
TOLAl FEVENUES. ......eieveeceeicte ettt ettt ettt enee s 467,837 603,323
Other financing sources:
Operating tranSfer iN.........ooieii e - -
Total other finanCiNg SOUICES...........oveiirrieerirreereeee e - -
Total revenues and other finanCing SOUCES...........cccvvveerrnnernenenns 467,837 603,323
EXPENDITURES AND OTHER FINANCING USES
Expenditures:
Administration and fiNANCE .........ccccoereriineiiieeee e 9 9
Health and humMan SEIVICES ........c..covviiieieieie et 126,768 480
Total EXPENAITUIES. ... .ceieeeeieieieeeee e 126,777 489
Other financing uses:
Fringe benefit COSt aSSESSMENL..........ooviirieiieeere e 53 42
Tobacco settlement transfer.........cooiceeiiei e 288,490 247,340
Health care quality improvement transfer.............cccovveinnieinnnnn, - 288,905
State retiree benefits transfer 328,552 -
Operating transfers OUL..........ccoov e 193,145 28,566
Total other fiNaNCING USES........cccoirieireiieieereese e 810,240 564,853
Total expenditures and other financing USES.........ccccoovvreirerenciirnenn. 937,017 565,342
Excess (deficiency) of revenues and other financing
sources over expenditures and other financing uSes...........ccccoceeenene (469,180) 37,981
Fund balance (deficit) at beginning of year...........ccccocoorniiiiinees 509,723 471,742
Fund balance (deficit) at end of year..........ccccooveeveviiccceiccce $ 40,543 $ 509,723
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Commonwealth of Massachusetts Civil Monetary Penalty (CMP) Fund
Balance Sheet - Statutory Basis

(Amounts in thousands)

June 30, 2008

ASSETS

Cash and short-term iNVESIMENTS.........cccceiveieieieir e
L] o LI =] £

LIABILITIES AND FUND BALANCE

Liabilities:

ACCOUNTS PAYADIE. ...

Total [ADIHTIES. ....veecveeieeecrecce e

Fund balance:
Unreserved fund balance (deficit):

Designated for SpecifiC PUrPOSE........ccovreirerei e
Total fund balance (efiCit).........ccoriereiiiiin e
Total liabilities and fund balance............cocoovivviiinii

Commonwealth of Massachusetts
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2008

1,037

1,037

199

199

838

838

1,037

2007
$ 751
$ 751
$ -
751
751
$ 751
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Commonwealth of Massachusetts Civil Monetary Penalty (CMP) Fund
Statement Of Revenues, Expenditures And Changes In Fund Balance - Statutory Basis

Fiscal Year Ended June 30, 2008
(Amounts in thousands)

2008 2007
REVENUES AND OTHER FINANCING SOURCES
Revenues:
DePArtMENtal........c.cccveiiiieiiiiscee e e $ 286 $ 389
TOTAl FEVENUES. .....viviiiieie e 286 389
Other financing sources:
Operating tranSfers iN.........ccocveviiiiierc s - -
Total other finaNCING SOUICES.........ccvciiveiriiiieriet e - -
Total revenues and other financing SOUrCES.........ccccovveerieiesiereierienenn 286 389
EXPENDITURES AND OTHER FINANCING USES
Expenditures:
Health and human SErviCes..........covveirinneiinse e 199 690
Total eXPENAITUIES. .....cviveieecieieeees e 199 690
Other financing uses:
Operating tranSfers OUL..........ccovcviieiiirciiice e - -
Total other fiNANCING USES........covcvvieirieiieieiesees e - -
Total expenditures and other finanCing USES.........ccccccvvveviveriiiriennnen, 199 690
Excess (deficiency) of revenues and other financing
sources over expenditures and other financing uses...........c.ccocevnen. 87 (301)
Fund balance (deficit) at beginning of year..........c.ccocoeviviiiiirinn, 751 1,052
Fund balance (deficit) at end of year..........ccccccoeeveviecceiciceee $ 838 $ 751
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MBTA State and Local Contribution Fund
Balance Sheet - Statutory Basis

June 30, 2008
(Amounts in thousands)

2008
ASSETS
Cash and short-term iNVEStMENLS...........ccevirrreienrice e $ 76,569
TOLAl ASSELS... vvvvreieiieieieie bbbt $ 76,569
LIABILITIES AND FUND BALANCE
Liabilities:
ACCOUNLS PAYADIE........coeviviiicieiicee e $ 76,569
Total HaDITIIES....ccveeicviee e 76,569
Fund balance:
Unreserved fund balance (deficit):
Designated for SpecifiC PUrPOSE........covreirercireee e -
Total fund balance (efiCit).........coorereiiiiirer e -
Total liabilities and fund balance............cocoeveeeiiic e $ 76,569

Commonwealth of Massachusetts
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2007
$ 80,499
$ 80,499
$ 80,499
80,499
$ 80,499

Statutory Basis Financial Report



MBTA State and Local Contribution Fund
Statement Of Revenues, Expenditures And Changes In Fund Balance - Statutory Basis

Fiscal Year Ended June 30, 2008
(Amounts in thousands)

2008 2007
REVENUES AND OTHER FINANCING SOURCES
Revenues:
TAXES. e+ttt bbbt $ 755,982 $ 733,963
AASSESSIMBNTS. ...ttt 142,913 139,428
TOAl FEVENUES. .....viviiieteier e 898,895 873,391
Other financing sources:
Operating tranSfers iN.........ccocvveiiiiiiers s - -
Total other finaNCIiNG SOUICES.........ccvciiviiriiiie et - -
Total revenues and other financing SOUrCES.........ccoccvvivevieieniereieriennn. 898,895 873,391
EXPENDITURES AND OTHER FINANCING USES
Expenditures:
Treasurer and ReCeiVer-General...........ccooveeirneeiennsen e 898,895 873,391
Total eXPENAITUIES. .....cviveieicieicee e 898,895 873,391
Other financing uses:
Operating tranSfers OUL..........coevviiiieicieici s - -
Total other fiNANCING USES........ccvcvrieiiieiierieieseesee e - -
Total expenditures and other finanCing USES.........ccccccvvveviveriiiriennen, 898,895 873,391
Excess (deficiency) of revenues and other financing
sources over expenditures and other financing uses.........c.c.ccoeevnen. - -
Fund balance (deficit) at beginning of year..........c.ccocoevivviiiiinnenn, - -
Fund balance (deficit) at end of year........cccccovvveveiiiiiiisciesecee, $ - $ -
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Catastrophic lliness in Children Relief Fund
Balance Sheet - Statutory Basis

June 30, 2008
(Amounts in thousands)

2008
ASSETS
Cash and short-term iNVEStMENLS...........ccevirrreienrice e $ 6,796
TOUAL BSSBLS. ..ot ee et et et e e e e et et e et et et e e e e e erenreeeeeeaes $ 6,796
LIABILITIES AND FUND BALANCE
Liabilities:
ACCOUNES PAYADIE.......ceieiiiiiiiicee s $ 58
ACCrUed PAYIOlL.......oii e 2
Total aDIlItIeS. ..o 60
Fund balance:
Unreserved fund balance (deficit):
Designated for SPeCifiC PUIPOSE......c.ccovvveieerieiiieee e 6,736
Total fund balance (defiCit).........coeiereriiiieicc e 6,736
Total liabilities and fund balance............cocoeeieieicic i $ 6,796

Commonwealth of Massachusetts
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2007
$ 5,757
$ 5,757
$ 43
1
44
5,713
5,713
$ 5,757
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Catastrophic lliness in Children Relief Fund
Statement Of Revenues, Expenditures And Changes In Fund Balance - Statutory Basis

Fiscal Year Ended June 30, 2008
(Amounts in thousands)

2008 2007
REVENUES AND OTHER FINANCING SOURCES
Revenues:
MISCEHTANEOUS. .....coeveririieieiiriieieeiee e reeeeas $ 223 $ 249
TOAl FEVENUES. ...ttt 223 249
Other financing sources:
Operating transfers iN.........occciveviiveiesiencse e 2,619 2,596
Total other finANCING SOUICES.......ccovveivieieirieeieeeesee e 2,619 2,596
Total revenues and other financing SOUrCES............cevevvvveriiiiinenns 2,842 2,845
EXPENDITURES AND OTHER FINANCING USES
Expenditures:
Health and human SErviCeS...........cocvviriineiinnieere e 1,779 1,258
Total eXPENAItUES. .....ccvevviviieiiei et 1,779 1,258
Other financing uses:
Fringe benefit cost asseSSMENt.........cccevvierieiiiiicie e 29 24
Operating transfers OUL..........ccccovveiveiiniericisce e 11 11
Total other fiNANCING USES.......ccceiviirieeireiceiee e, 40 35
Total expenditures and other financing USES............ccoccevveiviveeane. 1,819 1,293
Excess (deficiency) of revenues and other financing
sources over expenditures and other financing uses.................... 1,023 1,552
Fund balance (deficit) at beginning of year...........c..ccocccvvevinnnane. 5,713 4,161
Fund balance (deficit) at end of year...........c.cccoevvvveeieiicecene, $ 6,736 $ 5,713
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MBTA Infrastructure Renovation Fund
Balance Sheet - Statutory Basis

June 30, 2008
(Amounts in thousands)

2008 2007
ASSETS
Cash and short-term iNVESIMENLS..........c.ceeviveerieiieiieece e $ 10,983 $ 19,115
TOUAL BSSBES. ..ot e et et et et et eee e et et et et et et e e e e e ereareereee s $ 10,983 $ 19,115
LIABILITIES AND FUND BALANCE
Liabilities:
ACCOUNES PAYADIE........ceiveriiicvite ittt $ 206 $ 1,625
Total HabilItIES....ccvieicviee e 206 1,625
Fund balance:
Unreserved fund balance (deficit):
Designated for SpecifiC PUrPOSE........ccovrerrereirieeee e 10,777 17,490
Total fund balance (defiCit)........cooriereiiiiiie e 10,777 17,490
Total liabilities and fund balance... 10,983 $ 19,115
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MBTA Infrastructure Renovation Fund
Statement Of Revenues, Expenditures And Changes In Fund Balance - Statutory Basis

Fiscal Year Ended June 30, 2008
(Amounts in thousands)

2008 2007
REVENUES AND OTHER FINANCING SOURCES
Revenues:
MISCEHANEOUS. ...t $ 606 $ 1,216
TOAl FEVENUES. .....viviieieirtee et 606 1,216
Other financing sources:
Operating tranSfers iN.........ccocvveviiiiieic s - -
Total other finaNCING SOUICES.........ccvciiveiriiiieriet e - -
Total revenues and other financing SOUrCES.........ccccovveerieiesiereierienenn 606 1,216
EXPENDITURES AND OTHER FINANCING USES
Expenditures:
Treasurer and ReCeiVer-General...........ccooveeirnneiennce e 7,319 18,429
Total eXPENAITUES. .....cviveieecieee e 7,319 18,429
Other financing uses:
Operating tranSfers OUL..........ccovcviieiiirciiice e - -
Total other fiNANCING USES........covcvvieirieiieieiesees e - -
Total expenditures and other finanCing USES.........ccccccvvveviveriiiriennnen, 7,319 18,429
Excess (deficiency) of revenues and other financing
sources over expenditures and other financing uses...........c.ccocevnen. (6,713) (17,213)
Fund balance (deficit) at beginning of year..........c.ccocoeviviiiiirinn, 17,490 34,703
Fund balance (deficit) at end of year..........ccccccoeeveviecceiciceee $ 10,777 $ 17,490
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Community Preservation Trust Fund
Balance Sheet - Statutory Basis

June 30, 2008
(Amounts in thousands)

2008 2007
ASSETS
Cash and short-term iNVESIMENLS............ceevevieiieiieiieece e $ 59,976 $ 97,173
TOUAL BSSBLS. ..ot ee et et et e eee e et et et et et et et e et e e e erenre et eeeaes $ 59,976 $ 97,173
LIABILITIES AND FUND BALANCE
Liabilities:
ACCOUNES PAYADIE........ceiveriiicrire ittt $ - $ 18
Total [ADIHTIES. ....vveeveeceeeceece et - 18
Fund balance:
Unreserved fund balance (deficit):
Designated for SpecifiC PUrPOSE........ccovreirerieireeeee e 59,976 97,155
Total fund balance (efiCit).........coorereiiiiire e 59,976 97,155
Total liabilities and fund balance 59,976 $ 97,173
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Community Preservation Trust Fund
Statement Of Revenues, Expenditures And Changes In Fund Balance - Statutory Basis

Fiscal Year Ended June 30, 2008
(Amounts in thousands)

2008 2007
REVENUES AND OTHER FINANCING SOURCES
Revenues:
27,031 $ 31,914
3,997 4,364
31,028 36,278
Other financing sources:
Operating tranSfers iN.........ccocoeiiiiiceic s - -
Total other finanNCING SOUICES.........ccvciiviiriiiieriee e - -
Total revenues and other financing SOUrCES.........cccccvvvvevveienereserienenn. 31,028 36,278
EXPENDITURES AND OTHER FINANCING USES
Expenditures:
Administration and fINANCE..........ccouveviiiiiie e 68,186 58,740
Total eXPENAITUIES......c.eiiieereeereee e 68,186 58,740
Other financing uses:
Fringe benefit CoSt aSSESSMENT ..........coviiieiiiircere e 17 17
Operating tranSfers OUL..........cccoi e 4 5
Total other fiNaNCING USES........ccoireireiieieereere e 21 22
Total expenditures and other financing USES..........ccccoovrrevrernciirnenn. 68,207 58,762
Excess (deficiency) of revenues and other financing
sources over expenditures and other financing uses...........ccccoceeeeeene (37,179) (22,484)
Fund balance (deficit) at beginning of year...........ccccocooiiniiiiinees 97,155 119,639
Fund balance (deficit) at end of year.........ccoccorveriieinincieceee $ 59,976 $ 97,155
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Health Insurance Portability and Accountability Act Fund
Balance Sheet - Statutory Basis

June 30, 2008
(Amounts in thousands)

2007 2006
ASSETS
Cash and short-term iNVESIMENLS..........c.ceeveveeieeieeiieece e $ 10,026 $ 11,795
Receivables, net of allowance for uncollectibles:
Due from federal gOVEINMENL..........ccccovvviiiiiiiiiece e - 1,489
TOUAL BSSBES. ..ot ee et et et et e et e et et et et e e e e e erenreereeeeaes $ 10,026 $ 13,284
LIABILITIES AND FUND BALANCE
Liabilities:
ACCOUNES PAYADIE........ceiveriiicvirericie et $ 2,014 $ 2,205
ACCrUed PAYIOlL......oeeiie e - 31
Total HaDIlIIES....civeeicviee et 2,014 2,236
Fund balance:
Unreserved fund balance (deficit):
Designated for SpecifiC PUrPOSE.........ccourrirercireee e 8,012 11,048
Total fund balance (efiCit).........ccoriereiiiire e 8,012 11,048
Total liabilities and fund balance............cocovvieeeiciie i $ 10,026 $ 13,284
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Health Insurance Portability and Accountability Act Fund
Statement Of Revenues, Expenditures And Changes In Fund Balance - Statutory Basis

Fiscal Year Ended June 30, 2008
(Amounts in thousands)

2008 2007
REVENUES AND OTHER FINANCING SOURCES
Revenues:
Federal grants and reimbursements 10,575 $ 16,524
MISCEIIANOUS. ......cviviiiiiice e 198 -
TOTAl FEVENUES. ...ttt 10,773 16,524
Other financing sources:
Operating tranSfers iN.........ccoceveiiiiiieic s - 1,486
Total other finaNCING SOUICES.........ccvciiviiriiiiees e - 1,486
Total revenues and other financing SOUrCES.........cccccvvvvevieiesereserienenn 10,773 18,010
EXPENDITURES AND OTHER FINANCING USES
Expenditures:
Health and human SErviCes..........coveirirneiinse e 13,302 14,441
Total eXPENAITUIES. .....cviveieecieie e 13,302 14,441
Other financing uses:
Fringe benefit oSt aSSESSMENL..........ccoveivieiiiiciesee e 197 337
Operating tranSfers OUL..........ccocvvieiierieiicisese e 310 529
Total other fiNaNCING USES........ccviirieireiieieeseese e 507 866
Total expenditures and other financing USES.........ccccoovveevrernciinnnnn. 13,809 15,307
Excess (deficiency) of revenues and other financing
sources over expenditures and other financing uses...........ccccoccevnuene (3,036) 2,703
Fund balance (deficit) at beginning of year...........ccccocooiiiiiiiinees 11,048 8,345
Fund balance (deficit) at end of year $ 8,012 $ 11,048
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State Racing Fund
Balance Sheet - Statutory Basis

June 30, 2008
(Amounts in thousands)

2008 2007
ASSETS
Cash and short-term iNVEStMENTS............ccvrireniiicsecereeee $ 603 $ 665
TOLAl BSSELS.....cecveveiiceireies ettt ettt 603 $ 665
LIABILITIES AND FUND BALANCE
Liabilities:
ACCOUNES PAYADIE.........ceeveriiicrireieicte ettt $ 143 $ 123
ACCrued PaYIOll..... ..o 19 16
Total Habilities......coveiieie e 162 139
Fund balance:
Unreserved fund balance (deficit):
Designated for SpecifiC PUrPOSE........ccovreirercireeeee e 441 526
Total fund balance (efiCit).........coorereiiiiiie e 441 526
Total liabilities and fund balance.............cccocooeiiiinincicee $ 603 $ 665
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State Racing Fund
Statement Of Revenues, Expenditures And Changes In Fund Balance - Statutory Basis

Fiscal Year Ended June 30, 2008
(Amounts in thousands)

2008 2007
REVENUES AND OTHER FINANCING SOURCES
Revenues:
TAXES . vvveeeeetete bbbttt bbbt $ 3,496 $ 3,859
AASSESSIMBNTS. ...ttt 746 760
DepartMeNtal..........cceeiiirieiirieee e 681 705
MISCEIIANEOUS........cviiiiiiiiieese e 1,219 1,293
TOTAl FEVENUES. .....veviiieteiereeie e 6,142 6,617
Other financing sources:
Operating tranSfers iN.........ccocveviiiisesc s - -
Total other finaNCING SOUICES.........ccvciiviiiiiiierics e - -
Total revenues and other financing SOUrCES.........cccccvvevevieieviereierienenn. 6,142 6,617
EXPENDITURES AND OTHER FINANCING USES
Expenditures:
Energy and environmental affairs............ccccocveeviieiiiiiciiescseeine 241 256
Health and human Services..........ccovveirinneiinise e 130 -
Housing and economic development...........ccccevvivveieieieeneieseseenenns 2,273 2,425
Total eXPENAITUIES. .....cviveieecieee e 2,644 2,681
Other financing uses:
Operating tranSfers OUL..........ccovcviieiiirciiice e 3,583 3,713
Total other fiNANCING USES........covcirieiiieiieieieseesee e 3,583 3,713
Total expenditures and other finanCing USES.........ccccccvvvevvveriiiriennnn, 6,227 6,394
Excess (deficiency) of revenues and other financing
sources over expenditures and other financing uses...........c.ccoceevnen. (85) 223
Fund balance (deficit) at beginning of year.........c.c.ccoceevvvniiiiiinnnn, 526 303
Fund balance (deficit) at end of year..........cccccoeevivieiceieiccei $ 441 $ 526
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Division of Professional Licensure Trust Fund
Balance Sheet - Statutory Basis

June 30, 2008
(Amounts in thousands)

2008 2007
ASSETS
Cash and short-term iNVEStMENLS............cccovvvrveereeriieerisisees e $ 2,167 $ 2,392
TOLAl ASSELS.....veviiicrceiicictee ettt $ 2,167 $ 2,392
LIABILITIES AND FUND BALANCE
Liabilities:
ACCOUNLS PAYADIE........cvcviviiicieiicee et $ 193 $ 518
ACCrUEd PAYTOlL....cveiieiicice e 138 128
Total HabilitieS......coceviiiiic e 331 646
Fund balance:
Unreserved fund balance (deficit):
Designated for SPeCifiC PUIPOSE.......cccovvveieierieirieee e 1,836 1,746
Total fund balance (AefiCit).........coeiereriiiiieiiicc e, 1,836 1,746
Total liabilities and fund balance.............cccceevvveeveiescciecseee e $ 2,167 $ 2,392
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Division of Professional Licensure Trust Fund
Statement Of Revenues, Expenditures And Changes In Fund Balance - Statutory Basis

Fiscal Year Ended June 30, 2008
(Amounts in thousands)

2008 2007
REVENUES AND OTHER FINANCING SOURCES
Revenues:
Departmental 6,861 $ 4,596
TOAl FEVENUES. ...ttt 6,861 4,596
Other financing sources:
Operating tranSfers iN.........ccoceeviieiceic s - 106
Total other financing sources - 106
Total revenues and other financing SOUrCES.........ccoccvvvvevieieniereierienenn 6,861 4,702
EXPENDITURES AND OTHER FINANCING USES
Expenditures:
Housing and economic development...........ccocovveeveieieicescieseseenenns 4,453 3,892
Total eXPENAITUIES. .....cviveieecieie e 4,453 3,892
Other financing uses:
Fringe benefit oSt aSSESSMENL.........cccveivieiiiiciesee e 658 435
Operating tranSfers OUL..........coevviiiiericii e 1,660 203
Total other fiNANCING USES........ccvcvrieirieiieieiesees e 2,318 638
Total expenditures and other finanCing USES.........ccccccvvvevvveriiiriennen, 6,771 4,530
Excess (deficiency) of revenues and other financing
sources over expenditures and other financing uses...........c.ccoceevnen. 90 172
Fund balance (deficit) at beginning of year..........c.ccocoovvvviiiiiiiens 1,746 1,574
Fund balance (deficit) at end of year...........ccccccoeeviviiecciiccce $ 1,836 $ 1,746
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Victims of Drunk Driving Trust Fund
Balance Sheet - Statutory Basis

(Amounts in thousands)

June 30, 2008

ASSETS

Cash and short-term iNVESIMENTS.........cccceiveieieieir e
TOLAl ASSELS...ueivvevieieie ittt sb e e enas

LIABILITIES AND FUND BALANCE

Liabilities:

ACCOUNTS PAYADIE. ..o
Total IaDIlItIeS. ...

Fund balance:
Unreserved fund balance (deficit):

Designated for SPeCifiC PUIPOSE........covrveieierieirice e

Total fund balance (defiCit).........coevereriiiiiiie e,
Total liabilities and fund balanCe...........cccevveeeeceeceece e

Commonwealth of Massachusetts

172

2008

1,828

1,828

74

74

1,754

1,754

1,828

2007

$ 1,588
$ 1,588
$ 100
100

1,488

1,488

$ 1,588
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Victims of Drunk Driving Trust Fund
Statement Of Revenues, Expenditures And Changes In Fund Balance - Statutory Basis

Fiscal Year Ended June 30, 2008
(Amounts in thousands)

2008 2007
REVENUES AND OTHER FINANCING SOURCES
Revenues:
Departmental.................... 562 $ 502
Miscellaneous 45 52
TOAl FEVENUES. .....viviiieteiertee et 607 554
Other financing sources:
Operating tranSfers iN.........ccoceeeiiieicerc s - 457
Total other finaNCING SOUICES.........ccvciiviirieiieries e - 457
Total revenues and other financing SOUrCES.........cccccvvvvevieierereierienenn. 607 1,011
EXPENDITURES AND OTHER FINANCING USES
Expenditures:
ALOrNEY GENEIAL......cvciieiiiieiei et 341 315
Total eXPENAITUIES. .....cviveieecieec e 341 315
Other financing uses:
Operating tranSfers OUL..........cocvviiiiiriciiici e - 457
Total other fiNANCING USES........covcvrieivieiieieieseesee e - 457
Total expenditures and other finanCing USES..........ccccovvveviveriiiiriennen, 341 772
Excess (deficiency) of revenues and other financing
sources over expenditures and other financing uses...........c.ccoceevenen. 266 239
Fund balance (deficit) at beginning of year...........c.ccoceevivviiiiiininns 1,488 1,249
Fund balance (deficit) at end of year...........ccccooveeeeviiecceiccce $ 1,754 $ 1,488
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Health Care Quality Improvement Trust Fund
Balance Sheet - Statutory Basis

June 30, 2008
(Amounts in thousands)

2008 2007
ASSETS
Cash and short-term iNVEStMENLS............ccccvvvvverereeiceisiseee e $ - $ 2,491
TOLAl ASSELS.....veviiiicrceiicicte ettt $ - $ 2,491
LIABILITIES AND FUND BALANCE
Liabilities:
ACCOUNLS PAYADIE........cvcviviiicieiccc e $ - $ 315
Total HabilitieS......cocvciiiieiie e - 315
Fund balance:
Unreserved fund balance (deficit):
Designated for SPeCifiC PUIPOSE.......ccccvvveieierieicicee e - 2,176
Total fund balance (AefiCit).........coeiereriiiiiiiecccc e, - 2,176
Total liabilities and fund balance............cocoeveieicic i $ - $ 2,491
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Health Care Quality Improvement Trust Fund
Statement Of Revenues, Expenditures And Changes In Fund Balance - Statutory Basis

Fiscal Year Ended June 30, 2008
(Amounts in thousands)

2008 2007
REVENUES AND OTHER FINANCING SOURCES
Revenues:
Departmental....... - $ -
Total revenues - -
Other financing sources:
Health care security trust transfer...........ccccocevviveiiievcisee e, - 288,905
Total other finaNCING SOUICES.........ccvcviviiiiiiierict e - 288,905
Total revenues and other financing sources - 288,905
EXPENDITURES AND OTHER FINANCING USES
Expenditures:
MEICAI. ... - 290,459
Total eXPENAITUIES. .....cviviieecieie e - 290,459
Other financing uses:
Operating tranSfers OUL..........coevvieiierciiice e 2,176 -
Total other fiNANCING USES........covcvvieirieiiieieeseesee e 2,176 -
Total expenditures and other finanCing USES.........ccccccvvveviveriiiriennen, 2,176 290,459
Excess (deficiency) of revenues and other financing
sources over expenditures and other financing uUses...........ccccocceenene (2,176) (1,554)
Fund balance (deficit) at beginning of year 2,176 3,730
Fund balance (deficit) at end of year.............cccccceveneen. $ - $ 2,176
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Department of Fire Services Hazardous Material Emergency Mitigation Response

Recovery Trust Fund

Balance Sheet - Statutory Basis

(Amounts in thousands)

June 30, 2008

ASSETS

Cash and short-term iNVESTMENTS..........cccviveieveieie e
TOLAl ASSBLS.....cviiviiricre ettt bbb

LIABILITIES AND FUND BALANCE

Liabilities:

ACCOUNTS PAYADIE........ciiiiiciiei e
Total lIaDIlItIES. ...

Fund balance:
Unreserved fund balance (deficit):

Designated for specific PUrPOSE........cccevveriiiriciie e
Total fund balance (defiCit)........ccoceviviriiiiiiii e
Total liabilities and fund balance............ccccevveieiiiciic e

Commonwealth of Massachusetts

176

2008

320

320

139

139

181

181

320

2007
101
$ 101
$
93
93
$ 101
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Department of Fire Services Hazardous Material Emergency Mitigation Response
Recovery Trust Fund
Statement Of Revenues, Expenditures And Changes In Fund Balance - Statutory Basis

Fiscal Year Ended June 30, 2008
(Amounts in thousands)

2008 2007
REVENUES AND OTHER FINANCING SOURCES
Revenues:
DePArtMENtal........c.ccceiiiieiiiiecee et $ 267 $ 180
TOTAl FEVENUES. ...ttt 267 180
Other financing sources:
Operating tranSfers iN.........ccoceeeviiiiseici s - -
Total other finaNCING SOUICES.........cccvviviiriiiieiet e - -
Total revenues and other financing SOUrCES.........cccccvvvvevieieviereserienenn. 267 180
EXPENDITURES AND OTHER FINANCING USES
Expenditures:
Public safety and homeland SECUTitY..........ccocevviieriiiiierieiiie e, 179 162
Total eXPENAITUIES. .....cviviieecieee e 179 162
Other financing uses:
Operating tranSfers OUL..........cccvvieiiirieiiice e - -
Total other fiNANCING USES........ccvcvrieiiieiieieeseesee e - -
Total expenditures and other finanCing USES..........ccccvvveviveriiiriennnen, 179 162
Excess (deficiency) of revenues and other financing
sources over expenditures and other financing uses...........c.ccocevnen. 88 18
Fund balance (deficit) at beginning of year...........ccccocoevvvniiiiiinenn, 93 75
Fund balance (deficit) at end of year..........ccccoeeviviiciecccce $ 181 $ 93
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Registers Technological Fund
Balance Sheet - Statutory Basis

June 30, 2008
(Amounts in thousands)

2008 2007
ASSETS
Cash and short-term iNVEStMENTS.............coevrireniicneeen e $ 1,557 $ 1,893
TOUAL BSSBES. ..ot ee et et et e e ee e e et ettt et et e e eereerenreereeeeaes $ 1,557 $ 1,893
LIABILITIES AND FUND BALANCE
Liabilities:
ACCOUNES PAYADIE........cvivriiicrireieicte ettt $ 1,286 $ 514
ACCrued PaYIOll..... ..o 5 7
Total HaDITIIES....civeeicviee et 1,291 521
Fund balance:
Unreserved fund balance (deficit):
Designated for SpecifiC PUrPOSE........courvererieiieee e 266 1,372
Total fund balance (defiCit).........ccoriereiiiiiree e 266 1,372
Total liabilities and fund balance............cocoeeieieiciic e $ 1,557 $ 1,893
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Registers Technological Fund
Statement Of Revenues, Expenditures And Changes In Fund Balance - Statutory Basis

Fiscal Year Ended June 30, 2008
(Amounts in thousands)

2008 2007
REVENUES AND OTHER FINANCING SOURCES
Revenues:
Departmental.............ccccevvvevenee. 4,732 $ 5,469
Miscellaneous - 153
TOAl FEVENUES. ...ttt 4,732 5,622
Other financing sources:
Operating tranSfers iN.........ccoceveviiiiceicee s - -
Total other finanNCIiNG SOUICES.........ccvcirieiriiiieics e - -
Total revenues and other financing SOUrCES.........ccocovvevevieierereierienenn 4,732 5,622
EXPENDITURES AND OTHER FINANCING USES
Expenditures:
Secretary of the Commonwealth.............ccoeevviiiiiciiecc e 5,533 5,726
Total eXPENAITUIES. .....cviveiciesieee e 5,533 5,726
Other financing uses:
Fringe benefit oSt aSSESSMENL.........cccveivieiiiiciesee e 91 79
Operating tranSfers OUL..........ccocviiiiiericiice e 214 164
Total other fiNANCING USES........covcirieiieiieieeseesee e 305 243
Total expenditures and other finanCing USES.........ccccccvvveviveriiiriennen, 5,838 5,969
Excess (deficiency) of revenues and other financing
sources over expenditures and other financing uses...........c.ccoceevnen. (1,106) (347)
Fund balance (deficit) at beginning of year..........c.ccocoovvvviiiiiiiens 1,372 1,719
Fund balance (deficit) at end of year..........cccooeeveviecciiccce $ 266 $ 1,372
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County Registers Technological Fund
Balance Sheet - Statutory Basis

(Amounts in thousands)

June 30, 2008

ASSETS

Cash and short-term iNVESIMENTS.........ccccviveieieieie e

Receivables, net of allowance for uncollectibles:

Other reCeiVabIES.........covviiiiice e,
TOLAl BSSBLS.....veiiviciecee ettt et ettt sbeeeree s

LIABILITIES AND FUND BALANCE

Liabilities:

ACCOUNTS PAYADIE. ...

Total [ADIHTIES. ....vvecveeieeccrecce e

Fund balance:
Unreserved fund balance (deficit):

Designated for SpecifiC PUrPOSE........ccoureirereireeee e

Total fund balance (deficit)..............
Total liabilities and fund balance

Commonwealth of Massachusetts

180

2008

6,340

76

6,416

6,416

6,416

6,416

2007
$ 4,926
3$ 4,926
$ -
4,926
4,926
$ 4,926
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County Registers Technological Fund
Statement Of Revenues, Expenditures And Changes In Fund Balance - Statutory Basis

Fiscal Year Ended June 30, 2008
(Amounts in thousands)

2008 2007
REVENUES AND OTHER FINANCING SOURCES
Revenues:
DEPartMENtal.......ccccvviviriiiieice e $ 2,655 $ 3,056
TOAl FEVENUES. ..ottt 2,655 3,056
Other financing sources:
Operating transfers iN..........cocvviiiiei e - -
Total other fiNANCING SOUICES.......ccoveviirieisieieceeese e - -
Total revenues and other financing SOUrCES...........ccevevvvevreerieverennan, 2,655 3,056
EXPENDITURES AND OTHER FINANCING USES
Expenditures:
Administration and finanCe...........coceoevririnnnee s 1,165 1,782
Total EXPENAITUIES. .....ccvevieieieiiiiei e 1,165 1,782
Other financing uses:
Operating transfers OUL..........ccccoveiieiiesciese e - -
Total other fiNANCING USES........cceviiirieierieicei e - -
Total expenditures and other financing USES............ccoevvverviericeiiennas 1,165 1,782
Excess (deficiency) of revenues and other financing
sources over expenditures and other financing uses.........c.cccceevvenene 1,490 1,274
Fund balance (deficit) at beginning of year...........c..cccceceviiveieiennan. 4,926 3,652
Fund balance (deficit) at end of year..........c.cccceveveviiveiiviciecee, $ 6,416 $ 4,926
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State Election Campaign Fund
Balance Sheet - Statutory Basis

June 30, 2008
(Amounts in thousands)

ASSETS

Cash and short-term investments

Total assets......covvevereerenne

LIABILITIES AND FUND BALANCE

Liabilities:
Accounts payable...................
Total liabilities.................

Fund balance:
Unreserved fund balance (def

icit):

Designated for SPeCifiC PUIPOSE......c.ccovvveieerieiceeee e

Total fund balance (deficit)....
Total liabilities and fund balance

Commonwealth of Massachusetts

182

2008

959
959

959
959
959

2007

s 6%
s 6%

636
636
s 6%
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State Election Campaign Fund
Statement Of Revenues, Expenditures And Changes In Fund Balance - Statutory Basis

Fiscal Year Ended June 30, 2008
(Amounts in thousands)

2008 2007
REVENUES AND OTHER FINANCING SOURCES
Revenues:
MISCEHANEOUS. ...t $ 323 $ 361
TOAl FEVENUES. ...ttt 323 361
Other financing sources:
Operating tranSfers iN.........ccoceveviiiiceic s - -
Total other finaNCING SOUICES.........ccvciiveiriiiieriet e - -
Total revenues and other financing SOUrCES.........ccoccvvvevieiesereieriennn. 323 361
EXPENDITURES AND OTHER FINANCING USES
Expenditures:
Office of Campaign & Political Finance..........ccccovevviveviiein e vevinnen, - 1,339
Total eXPENAITUIES. .....cviveieecieie e - 1,339
Other financing uses:
Operating tranSfers OUL..........cocvviiiiericiiici e - -
Total other fiNANCING USES........covcvrieirieiiiieiesee e - -
Total expenditures and other finanCing USES.........cccccovvveviveriiiriennnen, - 1,339
Excess (deficiency) of revenues and other financing
sources over expenditures and other financing uses...........c.ccoeevnen. 323 (978)
Fund balance (deficit) at beginning of year...........c.ccocoeeveviiiiininn, 636 1,614
Fund balance (deficit) at end of year...........ccccoeeveiiecceiccce $ 959 $ 636
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Distressed Provider Expendable Trust Fund
Balance Sheet - Statutory Basis

June 30, 2008
(Amounts in thousands)

2008 2007
ASSETS
Cash and short-term iNVESTMENLS..........cccevierieirieicece e $ - $ -
TOMAl ASSELS....cvevviverererirererete ettt et $ - $ -
LIABILITIES AND FUND BALANCE
Liabilities:
ACCOUNES PAYADIE.........oiiiiiiiiiee e $ - $ -
Total HabilitieS......cccveiiiiciiccec e - -
Fund balance:
Unreserved fund balance (deficit):
Designated for SPeCifiC PUIPOSE......c.covvveicerieiriee e - -
Total fund balance (defiCit).........coeiireriiiiiiiccec e, - -
Total liabilities and fund balance.............cccceveiveiiiicisecee e $ - $ -
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Distressed Provider Expendable Trust Fund
Statement Of Revenues, Expenditures And Changes In Fund Balance - Statutory Basis

Fiscal Year Ended June 30, 2008
(Amounts in thousands)

2008 2007
REVENUES AND OTHER FINANCING SOURCES
Revenues:
Federal grants and reimbursements - $ 572
TOLAl FEVENUES. .....eiviiiieirtee et - 572
Other financing sources:
Operating transfers in................ - -
Total other finanCiNg SOUICES.........ccvevviviiiiiiiree e - -
Total revenues and other financing SOUrCES.........cccccvvevevieievereierienenn. - 572
EXPENDITURES AND OTHER FINANCING USES
Expenditures:
Health and human SErviCes..........covveirinneiines e - 684
Total eXPENAITUIES. .....cviveieecieee e - 684
Other financing uses:
Operating tranSfers OUL..........coevvieiierciiice e - 148
Total other fiNaNCING USES........covcvvieiiieiierieiesees e - 148
Total expenditures and other finanCing USES.........ccccccvvveviveriiiriennen, - 832
Excess (deficiency) of revenues and other financing
sources over expenditures and other financing uses.........c.c.ccoeevnen. - (260)
Fund balance (deficit) at beginning of year...........ccccoceevvniiiiiiiinn, - 260
Fund balance (deficit) at end of year.........cccccovvveveiiiiiinciesecee $ - $ -
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Springfield Fiscal Recovery Trust Fund
Balance Sheet - Statutory Basis

June 30, 2008
(Amounts in thousands)

2008

ASSETS

Cash and short-term iNVESIMENTS.........ccccviveieieieie e $

Due from cities and towns.......
Total assets.........cevene..

LIABILITIES AND FUND BALANCE

Liabilities:

Accounts payable...............
Accrued payroll..................

Total liabilities..............

Fund balance:

Unreserved fund balance (deficit):
Designated for SpecifiC PUrPOSE........ccovreirercireeeee e

Total fund balance (deficit)

Total liabilities and fund balanCe...........ccceeveeeeeeicecie e $

Commonwealth of Massachusetts
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2007

$ 22,377
51,522

$ 73,899

$ 21,886
13

21,899

52,000
52,000
$ 73,899
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Springfield Fiscal Recovery Trust Fund
Statement Of Revenues, Expenditures And Changes In Fund Balance - Statutory Basis

Fiscal Year Ended June 30, 2008
(Amounts in thousands)

2008 2007
REVENUES AND OTHER FINANCING SOURCES
Revenues:
MISCEHANEOUS. ...t $ - $ 4,537
TOAl FEVENUES. .....viviieieiieteie e - 4,537
Other financing sources:
Operating tranSfers iN.........ccocvveviiiiiesc s - -
Total other finaNCING SOUICES.........ccvciiveiriiiie et - -
Total revenues and other financing SOUrCES.........cccccvvivevieieriereierienenn. - 4,537
EXPENDITURES AND OTHER FINANCING USES
Expenditures:
Administration and fiNANCE...........cccorrerinriiree e 52,000 1,239
Total eXPENAITUIES. .....cviveicecieee e 52,000 1,239
Other financing uses:
Fringe benefit COSt aSSESSMENL..........ccovcivieiiiriciesee e - 116
Operating tranSfers OUL..........ccc.cvvieiiereiiicesese e - 5
Total other fiNANCING USES........ccvcvieiiieiieieeseesee e - 121
Total expenditures and other finanCing USES.........ccccccvvveviveriiiiriennen, 52,000 1,360
Excess (deficiency) of revenues and other financing
sources over expenditures and other financing uses...........c.ccoceevnen. (52,000) 3,177
Fund balance (deficit) at beginning of year...........c.ccoceevieniiiiiininn, 52,000 48,823
Fund balance (deficit) at end of year...........ccccooveeviviiccceiccee $ - $ 52,000
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Counsel for Indigent Salary Enhancement Trust Fund
Balance Sheet - Statutory Basis

(Amounts in thousands)

June 30, 2008

ASSETS

Cash and short-term iNVESTMENTS..........cccvvivevievierere e
L] = LI XY £

LIABILITIES AND FUND BALANCE

Liabilities:

ACCOUNES PAYADIE. ...
Total [ADIlItIES. .....voveiecieec e

Fund balance:
Unreserved fund balance (deficit):

Designated for specific PUrPOSE........ccoeireriiiicine e
Total fund balance (defiCit).........coeriiiiiiiiie e
Total liabilities and fund balance...........cccovieinniinee

Commonwealth of Massachusetts

188

2008

295

295

295

295

295

2007
$ 148
$ 148
$ -
148
148
$ 148
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Counsel for Indigent Salary Enhancement Trust Fund
Statement Of Revenues, Expenditures And Changes In Fund Balance - Statutory Basis

Fiscal Year Ended June 30, 2008
(Amounts in thousands)

2008 2007
REVENUES AND OTHER FINANCING SOURCES
Revenues:
Departmental 147 $ 146
TOAl FEVENUES. ...ttt 147 146
Other financing sources:
Operating tranSfers iN.........ccoceeviieiceic s - -
Total other finanNCIiNG SOUICES.........ccvcviviiriiiiecs e - -
Total revenues and other financing SOUrCES.........cccccvvivevieieriereierienenn. 147 146
EXPENDITURES AND OTHER FINANCING USES
Expenditures:
JUAICIANY ..ot e e - 299
Total eXPENAITUIES. .....cviveieesieie e - 299
Other financing uses:
Operating tranSfers OUL..........cocvviiiiericiiici e - -
Total other fiNANCING USES........ccvcvrveiiieiiesieieseesee e - -
Total expenditures and other finanCing USES.........cccccovvveeiveriiiriennnen, - 299
Excess (deficiency) of revenues and other financing
sources over expenditures and other financing uses.........c.c.ccoeevnen. 147 (153)
Fund balance (deficit) at beginning of year..........c.ccocoevivviiiiiiiinnns 148 301
Fund balance (deficit) at end of year...........cccccoeeviviiciceiccce $ 295 $ 148
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Smart Growth Housing Trust Fund
Balance Sheet - Statutory Basis

June 30, 2008
(Amounts in thousands)

2008 2007
ASSETS
Cash and short-term iNVEStMENLS............ccccvvvvverereeiceisiseee e $ 18,116 $ 1,339
TOLAl ASSELS.....veviiicrceiicect ettt $ 18,116 $ 1,339
LIABILITIES AND FUND BALANCE
Liabilities:
ACCOUNES PAYADIE.........oieiiriiiiiiee s $ 75 $ -
Total HabilitieS......ccceiriieere e 75 -
Fund balance:
Unreserved fund balance (deficit):
Designated for SPeCifiC PUIPOSE........ccvvveveierieiciee e 18,041 1,339
Total fund balance (AefiCit).........coeiereriiiicicc e 18,041 1,339
Total liabilities and fund balance..............ccceevvveeveieicciiiccee e $ 18,116 $ 1,339
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Smart Growth Housing Trust Fund
Statement Of Revenues, Expenditures And Changes In Fund Balance - Statutory Basis

Fiscal Year Ended June 30, 2008
(Amounts in thousands)

2008 2007
REVENUES AND OTHER FINANCING SOURCES
Revenues:
DEPArtMENTAL........ccveveverirerererieeeeeeeee et $ 12,000 $ -
TOLAl FEVENUES......ceviiiiiic e 12,000 -
Other financing sources:
Operating tranSfers iN.........ccoccoeiieeie s 78 -
Transfer for Bay State Competitivness Investment.............c.cccceeeeeee. 10,000 -
Total other finaNCING SOUICES.........ccvcirveiriiiierict e 10,078 -
Total revenues and other financing SOUrCES...........cccovrererercerenennene 22,078 -
EXPENDITURES AND OTHER FINANCING USES
Expenditures:
Housing and economic development............ccooeereieneinenciencneenene 5,376 2,010
Total eXPENAITUIES. .....cviviieecieie e 5,376 2,010
Other financing uses:
Operating tranSfers OUL..........ccccvviveiiiriciiici e - -
Total other fiNaNCING USES........ccvcvrieirieiiieieieseesee e - -
Total expenditures and other financing USES..........cccoovreevrernciirnnnn. 5,376 2,010
Excess (deficiency) of revenues and other financing
sources over expenditures and other financing uses...........ccccoceeeeene 16,702 (2,010)
Fund balance (deficit) at beginning of year...........ccccocooriniiiiinnes 1,339 3,349
Fund balance (deficit) at end of year.........ccoccovoeriineinincceee $ 18,041 $ 1,339
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Special Projects Permitting and Oversight Fund
Balance Sheet - Statutory Basis

(Amounts in thousands)

June 30, 2008

ASSETS

Cash and short-term iNVESTMENTS..........c.cvvivviievieieie e
TOLAl ASSBLS.....cviiveiiicte ettt

LIABILITIES AND FUND BALANCE

Liabilities:

ACCrued PaYTOll.......ccoiveiiieieiie e

Total lADIHTIES. ....ccvviveiee e

Fund balance:
Unreserved fund balance (deficit):

Designated for specific PUrPOSE........ccoeireriiiicire e
Total fund balance (defiCit).........cooeriiiiiiiiii e
Total liabilities and fund balance............ccccovieiniiiincee

Commonwealth of Massachusetts
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2008

121
121

119
119
121

2007

67
67

67
67
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Special Projects Permitting and Oversight Fund
Statement Of Revenues, Expenditures And Changes In Fund Balance - Statutory Basis

Fiscal Year Ended June 30, 2008
(Amounts in thousands)

2008 2007
REVENUES AND OTHER FINANCING SOURCES
Revenues:
Departmental 148 $ 97
TOAl FEVENUES. ...ttt 148 97
Other financing sources:
Operating tranSTers iN.........ccoceveviiiicerc s - -
Total other finaNCING SOUICES.........ccvciiveiriiiieries e - -
Total revenues and other financing SOUrCES.........ccoccvvivevieierereserienenn 148 97
EXPENDITURES AND OTHER FINANCING USES
Expenditures:
Energy and environmental affairs............ccccoovvviiniiiciiescseee 64 108
Total eXPENAITUIES. .....cviveieecieee e 64 108
Other financing uses:
Fringe benefit oSt aSSESSMENL.........cccoveivieiiirieeseeceee e 22 28
Operating transfers out 10 15
Total other fiNANCING USES........covcvieiiieiieieeseesee e 32 43
Total expenditures and other finanCing USES.........ccccccvvveviveriiiriennen, 96 151
Excess (deficiency) of revenues and other financing
sources over expenditures and other financing uses 52 (54)
Fund balance (deficit) at beginning of year...........c.ccocoovivniiiiiiinnnns 67 121
Fund balance (deficit) at end of year...........ccccooveeiviieiceiccce $ 119 $ 67
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School Modernization and Reconstruction Trust Fund
Balance Sheet - Statutory Basis

June 30, 2008
(Amounts in thousands)

2008 2007
ASSETS
Cash and short-term iNVEStMENLS............ccccvvvrverereeiieeisise e $ 97,197 $ 64,297
TOUAL BSSBES. ..ot e et ettt ee et et et et et et e e e e e ereareeeeeeaes $ 97,197 $ 64,297
LIABILITIES AND FUND BALANCE
Liabilities:
ACCOUNES PAYADIE........cecveriiiirite ittt $ 49,637 $ 76
Total HADITIIES. . .ccveeicviee e 49,637 76
Fund balance:
Unreserved fund balance (deficit):
Designated for SpecifiC PUrPOSE........ccovrerericiieee e 47,560 64,221
Total fund balance (efiCit).........cooeereiiiiire e 47,560 64,221

Total liabilities and fund balance 97,197 $ 64,297
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School Modernization and Reconstruction Trust Fund
Statement Of Revenues, Expenditures And Changes In Fund Balance - Statutory Basis

Fiscal Year Ended June 30, 2008
(Amounts in thousands)

2008 2007
REVENUES AND OTHER FINANCING SOURCES
Revenues:
TAXES. . vvevreerereiereierereee b ettt ettt bbb bbbttt bbbttt $ 634,700 $ 557,400
TOAl FEVENUES.......cviiiiiiiiieicese et 634,700 557,400
Other financing sources:
Operating transfer OUL .........c.ccoevviiieiiicce e - -
Total other finANCING SOUICES.......cccvivieiierieiseece s - -
Total revenues and other financing SOUICES..........ccoccevvverveenieresiennan, 634,700 557,400
EXPENDITURES AND OTHER FINANCING USES
Expenditures:
Treasurer and Receiver-General..........ccooveernneennscienneeeneas 651,361 543,934
Total EXPENAITUES. ......cveveviiriiceiei e, 651,361 543,934
Other financing uses:
Operating transfers OUL...........cccveeiivieieierice s - -
Total other fiNANCING USES.........ccoveiiiieiieiceee s - -
Total expenditures and other financing USES...........cccccevvevvveriieriennn, 651,361 543,934
Excess (deficiency) of revenues and other financing
sources over expenditures and other financing uses...........c....c..... (16,661) 13,466
Fund balance (deficit) at beginning of year..........c.ccccccceviiieiniienas 64,221 50,755
Fund balance (deficit) at end of year..........c.ccccoevvvveeieniicciccee $ 47,560 $ 64,221

Commonwealth of Massachusetts 195 Statutory Basis Financial Report



Roche Community Rink Fund
Balance Sheet - Statutory Basis

June 30, 2008
(Amounts in thousands)

2008
ASSETS
Cash and short-term iNVEStMENTS..........c.covevveveieieieee e $ 142
TOtAl ASSELS....veviiviiereciei ettt $ 142
LIABILITIES AND FUND BALANCE
Liabilities:
ACCOUNES PAYADIE.......cevviiiciii e $ -
Total AbIHTIES........ccveeieeeereece e, -
Fund balance:
Unreserved fund balance (deficit):
Designated for Specific pUrPOSE.........ccooevrereeieesecee e 142
Total fund balance (defiCit)........coorereiiieiieeeee 142
Total liabilities and fund balance............c.ccoevveeeeie e, $ 142
Commonwealth of Massachusetts 196

2007
$ 107
$ 107
$ -
107
107
$ 107
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Roche Community Rink Fund
Statement Of Revenues, Expenditures And Changes In Fund Balance - Statutory Basis

Fiscal Year Ended June 30, 2008
(Amounts in thousands)

2008 2007

REVENUES AND OTHER FINANCING SOURCES

Revenues:

Departmental......... $ 35 $ 33

TOLAl FEVENUES......cveiveiveceieieie ettt 35 33

Other financing sources:
Operating transfers iN.........ocociveciveiseeeee e - -

Total other finaANCING SOUICES........ccoeivierieirieeiecese e - -
35 33

Total revenues and other financing sources

EXPENDITURES AND OTHER FINANCING USES

Expenditures:
Energy and environmental affairs............cccovcveveiiienciesciesenenn, - -

Total eXPENAItUIES. .....ccveviviieiiieiceee e - -

Other financing uses:
Operating transfers OUL..........ccccovveiviiiieicesce e - -

Total other fiNANCING USES.......ccceiviirieerieiceiee e, - -

Total expenditures and other financing USES............ccoccevveivieeane. - -

Excess (deficiency) of revenues and other financing
sources over expenditures and other financing uses.................... 35 33

Fund balance (deficit) at beginning of year...........c..ccoccevveevinnane, 107 74
Fund balance (deficit) at end of year..........c..cccoevvvveeeriiccccene, $ 142 $ 107
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Workforce Competitiveness Trust Fund
Balance Sheet - Statutory Basis

June 30, 2008
(Amounts in thousands)

2008 2007
ASSETS
Cash and short-term iNVESIMENES............ccvvvevvieiieececece e $ 14,762 $ 16,672
TOtAl ASSBES. . .cviivieiiriieti ettt $ 14,762 $ 16,672
LIABILITIES AND FUND BALANCE
Liabilities:
AcCCOUNtS PAYADIE. ......c.ceviviviriririeerercceeeee e, $ 1,190 $ -
Total HabIITIES....cccvviiieee e 1,190 -
Fund balance:
Unreserved fund balance (deficit):
Designated for specific pUrPOSE.........cocevveiereiciiciecc e 13,572 16,672
Total fund balance (defiCit).........cooeriiiiiiiiii e, 13,572 16,672
Total liabilities and fund balance...........ccccocvevcieiiie e $ 14,762 $ 16,672
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Workforce Competitiveness Trust Fund
Statement Of Revenues, Expenditures And Changes In Fund Balance - Statutory Basis

Fiscal Year Ended June 30, 2008
(Amounts in thousands)

2008 2007
REVENUES AND OTHER FINANCING SOURCES
Revenues:
DEPAIMENAL ........cvoveveceereceeeeceeeec e e eree et es st $ - $ -
Total revenues - -
Other financing sources:
Operating tranSfers M. s - 7,000
Total other finanCiNg SOUICES.........ccvoiieiireire e - 7,000
Total revenues and other financing SOUrCES..........cccovrerrercercneneene - 7,000
EXPENDITURES AND OTHER FINANCING USES
Expenditures:
Housing and economic development...........cccooiereieneinencieneneenene - 996
Labor and workforce development............ccocooieneiiieiniencicneneae 3,100 332
Total expenditures 3,100 1,328
Other financing uses:
Operating tranSfers OUL..........ccooiieoiieiiciree s - -
Total other fiNaNCING USES........ccoiirieirieiie e - -
Total expenditures and other financing uses 3,100 1,328
Excess (deficiency) of revenues and other financing
sources over expenditures and other financing USes..........cccceceeeeee (3,100) 5,672
Fund balance (deficit) at beginning of year...........c.ccocooiiniiiiinees 16,672 11,000
Fund balance (deficit) at end of year.........cccccovoeiiriininciereee $ 13,572 $ 16,672
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Cigarette Fire Safety and Firefighter Protection Act Enforcement Fund
Balance Sheet - Statutory Basis

(Amounts in thousands)

June 30, 2008

ASSETS

Cash and short-term investments.............ccccvevvenenne.
Total ASSELS.....civiiveireiricreeeceeee e

LIABILITIES AND FUND BALANCE

Liabilities:

Accrued payroll.........ccccoveeiieniciiciiec e

Total liabilities.........cccvevvveieceecieceece e

Fund balance:
Unreserved fund balance (deficit):

Designated for specific purpose...................
Total fund balance (deficit).........ccoceoririiiinnnne
Total liabilities and fund balance............ccccooeevenne

Commonwealth of Massachusetts

2008

2,014

2,014

2,013

2,013

2,014
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2007
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Cigarette Fire Safety and Firefighter Protection Act Enforcement Fund
Statement Of Revenues, Expenditures And Changes In Fund Balance - Statutory Basis

Fiscal Year Ended June 30, 2008
(Amounts in thousands)

REVENUES AND OTHER FINANCING SOURCES

Revenues:

DEPAtMENTAL......c.civeveeerieriererieereeeee e $

Total revenues

Other financing sources:
Operating transfers in............cc.cee....

Total other finanCiNG SOUICES.........ccviiriiieeere e

Total revenues and other financing s

OUICES.....cvviiiiiiiii

EXPENDITURES AND OTHER FINANCING USES

Expenditures:
Public safety and homeland security

Total expenditures...........c.ccoerereenene.

Other financing uses:

Fringe benefit COSt aSSESSMENL...........ooviireireeere e

Operating transfers out

Total other fiNaNCING USES........cciirieirieiieieereese e

Total expenditures and other financi

Excess (deficiency) of revenues and
sources over expenditures and othe

NG USES.-rerereererenereeeereeeeeenens

other financing
r financing uses

Fund balance (deficit) at beginning of year...........ccccoccoiiniiiiinees

Fund balance (deficit) at end of year

Commonwealth of Massachusetts
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2008

2,034
2,034

2,034

13
13

@ |w ol

21

2,013

2,013

2007
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Massachusetts Board of Higher Education Scholar-Internship Match Fund
Balance Sheet - Statutory Basis

(Amounts in thousands)

June 30, 2008

ASSETS

Cash and short-term inVEStMENES.........cccvvivveviieieie s
TOtAl ASSBLS.....cviiveiiectecteee et

LIABILITIES AND FUND BALANCE

Liabilities:

Accounts Payable.........cccoviiiiiiiiee s

Total [ADIHTIES. .....veeieceeeceeetee et

Fund balance:
Unreserved fund balance (deficit):

Designated for specific pUrPOSE.........cocvveiereiciriiecc e
Total fund balance (defiCit).........ccooeriiriiiiiii e,
Total liabilities and fund balance..........cccccoveerniciiic,

Commonwealth of Massachusetts
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2008

2,434
2,434

10
10

2,424
2,424
2,434

2007

2,482
2,482

2,482
2,482
$ 2,482
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Massachusetts Board of Higher Education Scholar-Internship Match Fund
Statement Of Revenues, Expenditures And Changes In Fund Balance - Statutory Basis

Fiscal Year Ended June 30, 2008
(Amounts in thousands)

2008 2007
REVENUES AND OTHER FINANCING SOURCES
Revenues:
DEPArtMENTAL........ccviveverieirereiirereeeee e $ - $ -
TOTAl FEVENUES. .....viviiiieie e - -
Other financing sources:
Operating tranSfers iN.........ccoceveiiiiiierc s - -
Total other finaNCING SOUICES.........ccvciiviiriiiieriet e - -
Total revenues and other financing SOUrCES.........ccocevvvverveiesereierienenn. - -
EXPENDITURES AND OTHER FINANCING USES
Expenditures:
Higher dUCALION........ccocueiiiieicie e 44 16
Total eXPENAITUES. .....cviveieecieec e 44 16
Other financing uses:
Fringe benefit COSt aSSESSMENL.........ccciveivieiiiriciesee e 5
Operating tranSfers OUL..........cccvviiiiiriciiice e 9
Total other fiNaNCING USES........covcvvieirieiiiieesee e 14
Total expenditures and other financing USES.........cccccvvvveviveriiiriennen, 58 18
Excess (deficiency) of revenues and other financing
sources over expenditures and other financing USes.........c.cccocevenene (58) (18)
Fund balance (deficit) at beginning of year..........c.ccoceevivviiiiiiien, 2,482 2,500
Fund balance (deficit) at end of year..........ccccoeeeviiccceicceei $ 2,424 $ 2,482
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Central Artery/Tunnel Project Repair and Maintenance Trust Fund
Balance Sheet - Statutory Basis

June 30, 2008
(Amounts in thousands)

2008 2007
ASSETS
Cash and short-term iNVESIMENIS..........cccoviiiiieinicineeeeeeee $ 396,802 $ -
TOUAL BSSBES. ..ot e et ettt ee et et et et et et e e e e e ereareeeeeeaes $ 396,802 $ -
LIABILITIES AND FUND BALANCE
Liabilities:
ACCOUNES PAYADIE. ......ooceiceece et $ - $ -
Total Habilities......coveiieeee e - -
Fund balance:
Unreserved fund balance (deficit):
Designated for SpecifiC PUrPOSE........ccovrerericiieee e 396,802 -
Total fund balance (efiCit).........cooeereiiiiire e 396,802 -
Total liabilities and fund balance............cocoeveeeiiie i $ 396,802 $ -
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Central Artery/Tunnel Project Repair and Maintenance Trust Fund
Statement Of Revenues, Expenditures And Changes In Fund Balance - Statutory Basis

Fiscal Year Ended June 30, 2008
(Amounts in thousands)

2008 2007
REVENUES AND OTHER FINANCING SOURCES
Revenues:
MISCEIIANEOUS. ........vvireieiieiceeieit et $ 396,802 $ -
TOAl FEVENUES.......cviiiiiiiiieicese et 396,802 -
Other financing sources:
Operating transfer OUL .........c.ccoevviiieiiicce e - -
Total other finANCING SOUICES.......cccvivieiierieiseece s - -
Total revenues and other financing SOUICES..........ccoccevvverveenieresiennan, 396,802 -
EXPENDITURES AND OTHER FINANCING USES
Expenditures:
Treasurer and Receiver-General..........cccoovevernneiennseiennseeneas - -
Total eXPENAItUES. ......cveveviiriieeiei e, - -
Other financing uses:
Operating transfers OUL...........cccveeiivieieierice s - -
Total other fiNANCING USES.........ccoveiiiieiieiceee s - -
Total expenditures and other financing USES...........cccccevvevvveriieriennn, - -
Excess (deficiency) of revenues and other financing
sources over expenditures and other financing uses...........c.....c..... 396,802 -
Fund balance (deficit) at beginning of year..........c..cccccoeviivciniienas - -
Fund balance (deficit) at end of year............cccoevvvivciiieniceiecce, $ 396,802 $ -
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District Local Technical Assistance Fund
Balance Sheet - Statutory Basis

(Amounts in thousands)

June 30, 2008

ASSETS

Cash and short-term inVEStMENES..........cccvvivveveieneie i
TOtAl ASSBLS.....civiiviirecte ettt

LIABILITIES AND FUND BALANCE

Liabilities:

Accounts Payable.........ccocoiiviiiiiiiee s

Total [ADIHTIES. .....veeveceeeceeectee e

Fund balance:
Unreserved fund balance (deficit):

Designated for specific pUrPOSE.........cocvveiereiciriiecc e
Total fund balance (defiCit).........cooeriiriiiiiii e,
Total liabilities and fund balance..........ccccovverniciiicc,

Commonwealth of Massachusetts
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2008

44
44

44
44
44

2007

42
42

42
42
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District Local Technical Assistance Fund
Statement Of Revenues, Expenditures And Changes In Fund Balance - Statutory Basis

Fiscal Year Ended June 30, 2008
(Amounts in thousands)

2008 2007
REVENUES AND OTHER FINANCING SOURCES
Revenues:
Miscellaneous 2 $ 42
Total revenues 2 42
Other financing sources:
Operating tranSfers iN.........ccoceveviiiiieic s - -
Total other finaNCING SOUICES.........ccvciiveiriiiierice e - -
Total revenues and other financing sources 2 42
EXPENDITURES AND OTHER FINANCING USES
Expenditures:
Administration and fiNANCe...........cccoveeriniiieinee e - 1,850
Total eXPENAITUIES. .....cviveieecieee e - 1,850
Other financing uses:
Operating tranSfers OUL..........cocvvieiiericiiice e - -
Total other fiNANCING USES........covcvieiiieiieieeseesee e - -
Total expenditures and other finanCing USES..........cccccvvveviveriiiriennen, - 1,850
Excess (deficiency) of revenues and other financing
sources over expenditures and other financing Uses.........c.c.cocevenine 2 (1,808)
Fund balance (deficit) at beginning of year...........ccccocoevvvniiiiiinns 42 1,850
Fund balance (deficit) at end of year...........cccccoeeeviccceiccee $ 44 $ 42
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Educational Rewards Grant Program Fund
Balance Sheet - Statutory Basis

(Amounts in thousands)

June 30, 2008

ASSETS

Cash and short-term investments.............cccccevvenene.
TOtal ASSELS....ecvviieieierie s

LIABILITIES AND FUND BALANCE

Liabilities:

Accounts payable...........ccoeeviiiciiieieie e

Total liabilities........ccovevveveiieieceeceeereee

Fund balance:
Unreserved fund balance (deficit):

Designated for specific purpose...................
Total fund balance (deficit).........cc.ceoevereienennn

Total liabilities and fund balance............c..ccocoueene...

Commonwealth of Massachusetts

208

2008

1,244

1,244

1,241

1,241

1,244

2007

$ 1,500
$ 1,500
$ 2
2

1,498

1,498

$ 1,500
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Educational Rewards Grant Program Fund
Statement Of Revenues, Expenditures And Changes In Fund Balance - Statutory Basis

Fiscal Year Ended June 30, 2008
(Amounts in thousands)

2008 2007

REVENUES AND OTHER FINANCING SOURCES

Revenues:
Departmental

Total revenues

Other financing sources:
Operating tranSfers iN.........ccoceeiiiiiieici s - -

Total other finaNCING SOUICES.........ccvciiveiriiiierice e - -

Total revenues and other financing sources

EXPENDITURES AND OTHER FINANCING USES

Expenditures:
HiIgher dUCALION.........coceiiiieicie e 254 2

Total eXPENAITUIES. .....cviveieecieee e 254 2

Other financing uses:
Operating tranSfers OUL..........ccovcviieiiirciiice e 3 -

Total other fiNaNCING USES........covcvrieirieiieieeseesee e 3 -

Total expenditures and other financing USES.........ccccccuvveviveriiiriennnen, 257 2

Excess (deficiency) of revenues and other financing
sources over expenditures and other financing Uses.........c.c.cccevenene (257) 2)

Fund balance (deficit) at beginning of year........c.c.ccocoevivviiiiininn, 1,498 1,500
Fund balance (deficit) at end of year...........ccccoeeveviiecceicccee $ 1,241 $ 1,498
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Government Land Bank Fund
Balance Sheet - Statutory Basis

June 30, 2008
(Amounts in thousands)

2008 2007
ASSETS
Cash and short-term iNVEStMENLS..........cccevieriiiiicicec e $ - $ -
TOtAl ASSELS....cvevviverererireretete ettt bbb $ - $ -
LIABILITIES AND FUND BALANCE
Liabilities:
Deficiency in cash and short-term investments.............ccceeeveveennan. $ 35,097 $ 35,097
Total HabilitieS......cccveiiiiciiccec e 35,097 35,097
Fund balance:
Unreserved fund balance (deficit):
UNdeSignated........cc.cevieiiinieeeeee e (35,097) (35,097)
Total fund balance (defiCit).........coevereriiiieieiecec e, (35,097) (35,097)
Total liabilities and fund balance............cccccceveiviiiincisecce e $ - $ -
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Government Land Bank Fund
Statement Of Revenues, Expenditures And Changes In Fund Balance - Statutory Basis

Fiscal Year Ended June 30, 2008
(Amounts in thousands)

2008 2007
REVENUES AND OTHER FINANCING SOURCES
Revenues:
DePArtMENtal........c.cccveiiiieiiiiscee e e $ - $ 52
TOTAl FEVENUES. .....viviiiieie e - 52
Other financing sources:
Operating tranSfers iN.........ccoceveiiiiiierc s 4,341 8,959
Total other finaNCING SOUICES.........ccvcirveiriiiierics e 4,341 8,959
Total revenues and other financing SOUrCES.........ccoccvvivevieieviereseriennn 4,341 9,011
EXPENDITURES AND OTHER FINANCING USES
Expenditures:
Debt service:
Principal retiremMent..........cooeiiiieiiieicec s 2,047 6,776
Interest and fiscal Charges..........cooveiveiieiciseiece e 2,294 2,235
Total eXPENAITUIES. .....cviveieecieic e 4,341 9,011
Other financing uses:
Operating tranSfers OUL..........ccvcvviiiiiiciiici e - -
Total other fiNANCING USES........covcviieiiieiieieeseesee e - -
Total expenditures and other financing USES.........ccccccvvveviveriiviriennen, 4,341 9,011
Excess (deficiency) of revenues and other financing
sources over expenditures and other financing Uses.........c.c.cocevenine - -
Fund balance (deficit) at beginning of year...........c.ccocoevivviiiiininnns (35,097) (35,097)
Fund balance (deficit) at end of year..........cccooeeveviecciiccce $ (35,097) $ (35,097)

Commonwealth of Massachusetts 211 Statutory Basis Financial Report



Natural Heritage And Endangered Species Fund
Balance Sheet - Statutory Basis

June 30, 2008
(Amounts in thousands)

2008 2007
ASSETS
Cash and short-term iNVEStMENLS............ccccvvvrverereeriieeisise e $ 1,675 $ 2,191
TOLAl ASSELS.....veviiiicrieiieicteere ettt $ 1,675 $ 2,191
LIABILITIES AND FUND BALANCE
Liabilities:
ACCOUNES PAYADIE........ceiveriiiiviteiiecte ettt $ 136 $ 126
ACCrUEd PAYTOlL.....c.oiieiiciccc e 29 19
Total HabilitieS......ccccviiiiiiic e 165 145
Fund balance:
Unreserved fund balance (deficit):
Designated for SPeCifiC PUIPOSE......c.ccvvveveerieicice e 1,510 2,046
Total fund balance (defiCit).........coviereririiciecee e, 1,510 2,046
Total liabilities and fund balance..............ccceevvveeveieccciiicee e $ 1,675 $ 2,191
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Commonwealth of Massachusetts

Natural Heritage And Endangered Species Fund

Statement Of Revenues, Expenditures And Changes In Fund Balance - Statutory Basis

Fiscal Year Ended June 30, 2008

(Amounts in thousands)

2008
REVENUES AND OTHER FINANCING SOURCES
Revenues:
Federal grants and reimbursements 37
Departmental..........ccocooveiiiincicieneene, 587
MISCEIHANEOUS. ...ttt 307
TOLAl FEVENUES......cviiii s 931
Other financing sources:
Operating transfers iN..........ccocvi e, -
Total other fiNANCING SOUICES.......c.viiiieireeie e -
Total revenues and other finanCing SOUICES..........ccoevevveieierieiesieesieienen, 931
EXPENDITURES AND OTHER FINANCING USES
Expenditures:
Energy and environmental affairs 1,249
TOtal EXPENAITUIES. .....evieeieeeiceiee et e 1,249
Other financing uses:
Fringe benefit oSt aSSESSMENL...........ccveiriiiiiieiese e 218
Total other financing uses 218
Total expenditures and other financing USES...........cccvervrereereiencninenn, 1,467
Excess (deficiency) of revenues and other financing
sources over expenditures and other financing uses (536)
Fund balance (deficit) at beginning of year 2,046
Fund balance (deficit) at end of year.........ccocooeoeieinineiiiee e 1,510

213

2007

$ 1,536
594
213

2,343

2,343

928

928

139

139

1,067

1,276
770

$ 2,046
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Massachusetts Mathematics, Science, Technology and
Engineering Grant Fund
Balance Sheet - Statutory Basis

June 30, 2008
(Amounts in thousands)

2008 2007
ASSETS
Cash and short-term INVESTMENTS..........ccuiiiieieieie e $ 5,151 $ 3,162
TOUAL BSSBES. ..t ee et et et et e e et ettt et et e e eereereneeeee s $ 5,151 $ 3,162
LIABILITIES AND FUND BALANCE
Liabilities:
ACCOUNES PAYADIE.........ceivriiiivireieicie ettt $ 10 $ 16
ACCrUEd PAYIOlL. ... 2 -
Total [ADIHTIES. .....vveeveeieeecreccee e 12 16
Fund balance:
Unreserved fund balance (deficit):
Designated for SpecifiC PUrPOSE.........covrerrerieireee e 5,139 3,146
Total fund balance (defiCit).........ccoeiereiiiiine e 5,139 3,146
Total liabilities and fund balance............cccoeeieieiiic i $ 5,151 $ 3,162
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Massachusetts Mathematics, Science, Technology and
Engineering Grant Fund
Statement Of Revenues, Expenditures And Changes In Fund Balance - Statutory Basis

Fiscal Year Ended June 30, 2008
(Amounts in thousands)

2008 2007
REVENUES AND OTHER FINANCING SOURCES
Revenues:
MHSCEIIANEOUS........ecveecveceveeee e et enaas $ 8 $ -
TOtAl FEVENUES. ...ttt 8 -
Other financing sources:
Operating tranSfers iN.........cocooeiiiie s 4,017 7
Total other finanCiNg SOUICES.........coviiriireeire e 4,017 7
Total revenues and other financing SOUrCES.........cccccovrereercierenennne 4,025 7
EXPENDITURES AND OTHER FINANCING USES
Expenditures:
Higher dUCALION. .........coiiiiiee e 1,945 786
Total expenditures 1,945 786
Other financing uses:
Fringe benefit COSt aSSESSMENL..........coviireeiieere e 44 36
Operating tranSfers OUL..........ccoovieiieiii s 43 45
Total other fiNaNCING USES........ccoieiieirieiieieereere e 87 81
Total expenditures and other financing USES.........ccccccuvveviveriiiiriennen, 2,032 867
Excess (deficiency) of revenues and other financing
sources over expenditures and other financing Uses.........c.c.ccocevnine 1,993 (860)
Fund balance (deficit) at beginning of year..........cccoceeviiniiiiiniens 3,146 4,006
Fund balance (deficit) at end of year...........cccocoeeevieiceiccce $ 5,139 $ 3,146
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Commonwealth Covenant Fund
Balance Sheet - Statutory Basis

June 30, 2008
(Amounts in thousands)

2008 2007
ASSETS
Cash and short-term iNVESIMENLS..........cccevverieiricicece e $ 3,623 $ -
TOMAl ASSELS....cvcvvivereretereretet ettt $ 3,623 $ -
LIABILITIES AND FUND BALANCE
Liabilities:
ACCOUNES PAYADIE.........oiiiiiiiiiceee s $ 1 $ -
ACCIUEd PAYTOlL....cviiieiicicc e 9 -
Total HabilitieS......ccceiviiiiic e 10 -
Fund balance:
Unreserved fund balance (deficit):
Designated for SPeCifiC PUIPOSE........cccvvveieierieiiicee e 3,613 -
Total fund balance (defiCit).........covieveriiiieiccee e, 3,613 -
Total liabilities and fund balance.............ccccoveiveiiiiiicicecee e $ 3,623 $ -
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Commonwealth Covenant Fund
Statement Of Revenues, Expenditures And Changes In Fund Balance - Statutory Basis

Fiscal Year Ended June 30, 2008
(Amounts in thousands)

2008 2007
REVENUES AND OTHER FINANCING SOURCES
Revenues:
Departmental...............cccvevennnne. - $ -
Total revenues - -
Other financing sources:
Operating tranSfers iN.........ccoceveiiiiiierc s 3,750 -
Total other finaNCING SOUICES.........ccvcirveiriiiierics e 3,750 -
Total revenues and other financing sources 3,750 -
EXPENDITURES AND OTHER FINANCING USES
Expenditures:
Treasurer and Receiever-General...........ccoveenieenneeicnseeiennn, 96 -
Total eXPENAITUIES. .....cviviieecieie e 96 -
Other financing uses:
Fringe benefit oSt aSSESSMENL.........cccovcivieiiiicieseecesee e 32 -
Operating tranSfers OUL..........cocvvieiiiiciiice e 9 -
Total other fiNaNCING USES........covcvvieirieiiiieesee e 41 -
Total expenditures and other financing USES..........ccccoovreevrericiirnnnn. 137 -
Excess (deficiency) of revenues and other financing
sources over expenditures and other financing uses 3,613 -
Fund balance (deficit) at beginning of year...........c.ccocooiiniiiiinnes - -
Fund balance (deficit) at end of year.........ccoccovoiineinincieceee $ 3,613 $ -

Commonwealth of Massachusetts 217 Statutory Basis Financial Report



Massachusetts Alternative and Clean Energy Investment Trust Fund
Balance Sheet - Statutory Basis

June 30, 2008
(Amounts in thousands)

2008 2007
ASSETS
Cash and short-term iNVESIMENLS..........cccevverieiricicece e $ 43,000 $ -
TOMAl ASSELS....cvcvvivereretereretet ettt $ 43,000 $ -
LIABILITIES AND FUND BALANCE
Liabilities:
ACCOUNES PAYADIE.........oiiiiiiiiiee e $ - $ -
Total HabilitieS......cccveiiiiiic e - -
Fund balance:
Unreserved fund balance (deficit):
Designated for SPeCifiC PUIPOSE........ccvvveveerieiricee e 43,000 -
Total fund balance (defiCit).........covvereviiiiiiicccec e, 43,000 -
Total liabilities and fund balance.............cccoceveiveiiiiicicece e $ 43,000 $ -
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Massachusetts Alternative and Clean Energy Investment Trust Fund
Statement Of Revenues, Expenditures And Changes In Fund Balance - Statutory Basis

Fiscal Year Ended June 30, 2008
(Amounts in thousands)

2008 2007

REVENUES AND OTHER FINANCING SOURCES

Revenues:
Departmental...............cccvevennnne. - $ -

Total revenues

Other financing sources:
Transfer for Bay State Competitivness Investment...............ccccevnnee. 43,000 -

Total other finaNCING SOUICES.........ccvciriiiiiiiiesiet e 43,000 -
43,000 -

Total revenues and other financing sources

EXPENDITURES AND OTHER FINANCING USES

Expenditures:
Treasurer and Receiever-General............ccocveveeeveieieeeeeeeeree e, - -

Total eXPENAITUIES. .....cviviieecieie e - -

Other financing uses:
Operating tranSfers OUL..........cocvvieiiericiiice e - -

Total other fiNaNCING USES........covcvvieiiieiiiiieieseesee e - -

Total expenditures and other financing USES..........ccccoovreevvernciirnnnn. - -

Excess (deficiency) of revenues and other financing
sources over expenditures and other financing USes.........c.ccccoceeeeee 43,000 -

Fund balance (deficit) at beginning of year...........ccccocooiiniiiiinees - -
Fund balance (deficit) at end of year.........ccoccovoerincinnciceee $ 43,000 $ -
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Mosquito And Greenhead Fly Control Fund
Balance Sheet - Statutory Basis

June 30, 2008
(Amounts in thousands)

2008 2007
ASSETS
Cash and short-term iNVESIMENTS. ..........ooveeiciii et $ 1,433 $ 410
TOLAl ASSELS. ..evivivireririirerit ettt $ 1,433 $ 410
LIABILITIES AND FUND BALANCE
Liabilities:
ACCOUNES PAYADIE.........cveviieiriiiiicieieieeie et $ 271 $ 382
ACCrUEd PAYIOIL.. ..ot 129 108
Total lADITItIES. ... 400 490
Fund balance:
Unreserved fund balance (deficit):
Designated for specific PUrPOSE........cccevveiiiviciie e 1,033 -
UNdesignated..........cooveiiiiiiieiccs e - (80)
Total fund balance (AefiCit).......ccooeriiiiiiiiei e 1,033 (80)
Total liabilities and fund balance...........cccovvrvvvniirssss s $ 1,433 $ 410
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Mosquito And Greenhead Fly Control Fund
Statement of Revenues, Expenditures And Changes In Fund Balance - Statutory Basis

Fiscal Year Ended June 30, 2008
(Amounts in thousands)

2008 2007
REVENUES AND OTHER FINANCING SOURCES
Revenues:
AASSESSIMIBIITS. ...t eee et et et et et et e e e e e e et e erenre st et et et eeeereeeneaneans $ 9,052 $ 8,422
DePArtMENTAL......c..ciieieiiiec e 630 641
TOAl FEVENUES. ...ttt 9,682 9,063
Other financing sources:
Operating transfers iN..........ccocoiieriiiiese e - -
Total other fiNANCING SOUICES.......cviuiieierieieeiereeiere e - -
Total revenues and other finanCing SOUICES..........ccocoereiereninieneieeienienns 9,682 9,063
EXPENDITURES AND OTHER FINANCING USES
Expenditures:
Energy and environmental affairs............ccocooieiiiniiniineeecee 8,305 8,208
Total EXPENAITUIES. .....cveviieieiiieei e 8,305 8,208
Other financing uses:
Fringe benefit oSt aSSESSMENL.........ccocveiiirieiici s 264 1,082
Total other fiNANCING USES........cevieiiiiiicisieeceee e 264 1,082
Total expenditures and other finanCing USES.........c..ccovverieieneriienicieniennns 8,569 9,290
Excess (deficiency) of revenues and other financing
sources over expenditures and other financing USES........c.cccoeevveieivennnns 1,113 (227)
Fund balance (deficit) at beginning of year...........ccoccoveiiiicincincnenen, (80) 147
Fund balance (deficit) at end of year..........c.ccccevvvveciiiiiiceeccce e, $ 1,033 $ (80)
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Oil Overcharge Fund
Balance Sheet - Statutory Basis

June 30, 2008
(Amounts in thousands)

2008 2007
ASSETS
Cash and short-term iNVEStMENES..........cccvvveveiriiieeiieseee e, $ 813 $ 1,082
TOAl ASSELS. .. vcveuiverieiiecietce ettt $ 813 $ 1,082
LIABILITIES AND FUND BALANCE
Liabilities:
ACCOUNS PAYADIE.. ...t $ 24 $ 58
Accrued Payroll.... ... 5 2
Total HabilitieS......cccoeev i 29 60
Fund balance:
Unreserved fund balance (deficit):
Designated for Specific PUrPOSE........cccevveiiiricice e 784 1,022
Total fund balance (defiCit).........ccoceviviriiiiiiiiies e 784 1,022
Total liabilities and fund balance............ccccovveeiviiccciicece e $ 813 $ 1,082
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Oil Overcharge Fund
Statement of Revenues, Expenditures and Changes in Fund Balance - Statutory Basis

Fiscal Year Ended June 30, 2008
(Amounts in thousands)

2008 2007
REVENUES AND OTHER FINANCING SOURCES
Revenues:
Federal grants and reimbursements.............ccccoveveeveriieeresseessseenen, $ - $ 2
MISCEIIANEOUS........cviviiieiiitc s 63 230
TOAl FEVENUES. ....c.cviiieieiiiiete et 63 232
Other financing sources:
Operating transfers iN..........coovciieicecesee e - -
Total other fiNANCING SOUICES.......coiveviiieisieese e - -
Total revenues and other financing SOUrCES............covevvvevveieriensvennans 63 232
EXPENDITURES AND OTHER FINANCING USES
Expenditures:
Energy and environmental affairs............ccccoovvveveiieiiincisescienes 256 104
Housing and economic development...........cccoevevveiieviscvcesesnn, - 271
Total EXPENAITUES. .....ccveiciiieiiiiei e 256 375
Other financing uses:
Fringe benefit oSt asSeSSMENL.........cccevviierieiiiiieics e 33 16
Operating transfers OUL..........ccccoveiireiiencesee e 12 23
Total other fiNANCING USES.......cceviirieieiieicer e 45 39
Total expenditures and other financing USES............ccocevvverviericieiiennas 301 414
Excess (deficiency) of revenues and other financing
sources over expenditures and other financing uses...........ccocccvvveneae (238) (182)
Fund balance (deficit) at beginning of year...........c.cccococeveiiiiiiieniennn, 1,022 1,204
Fund balance (deficit) at end of year...........ccccocceveviieceiescce e, $ 784 $ 1,022
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Environmental Trust Fund
Balance Sheet - Statutory Basis

June 30, 2008
(Amounts in thousands)

2008 2007
ASSETS
Cash and short-term iNVEStMENLS............ccccvvvrverereeriieeisise e $ 4,446 $ 4,379
TOLAl ASSELS.....veviiiicrieiieicteere ettt $ 4,446 $ 4,379
LIABILITIES AND FUND BALANCE
Liabilities:
ACCOUNLS PAYADIE........cvcviviiicieitcee e $ 283 $ 121
ACCIUEd PAYTOlL....cviiieiicicc e 3 -
Total HabilitieS......cccvciiiieiici e 286 121
Fund balance:
Unreserved fund balance (deficit):
Designated for SPeCifiC PUIPOSE........cccviveieerieirice e 4,160 4,258
Total fund balance (defiCit).........covieveviiiiiiieec e, 4,160 4,258
Total liabilities and fund balance.............ccceeviveeviiesciieiicee e $ 4,446 $ 4,379
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Environmental Trust Fund
Statement Of Revenues, Expenditures And Changes In Fund Balance - Statutory Basis

Fiscal Year Ended June 30, 2008
(Amounts in thousands)

2008 2007
REVENUES AND OTHER FINANCING SOURCES
Revenues:
DEPArtMENTAL.......ceueuererieriererieeeeeee e $ 1,001 $ 1,131
MISCEIIANEOUS. ... .ceiieeeceee s 187 281
TOtAl FEVENUES........eieieie ittt ettt st e st e st e s sabe e sbaeenes 1,188 1,412
Other financing sources:
Operating tranSfers M. s - -
Total other finanCiNg SOUICES.........ccvviriiiieeere e - -
Total revenues and other financing SOUrCES..........cccovrereercerenenene 1,188 1,412
EXPENDITURES AND OTHER FINANCING USES
Expenditures:
Energy and environmental affairs............ccccoooioiiiniciiee 1,171 1,003
Transportation and public WOrKS.............ccoiiiiiieine e, 60 81
Total EXPENAITUIES. .....coeieiieieiieeee e 1,231 1,084
Other financing uses:
Fringe benefit COSt aSSESSMENL..........coviireireeere e 28 44
Operating tranSfers OUL..........ccoevieoiieiee e 27 37
Total other fiNaNCING USES........coviiieeireiieieeseere e 55 81
Total expenditures and other financing USES..........ccccoovreeirerncrirennn. 1,286 1,165
Excess (deficiency) of revenues and other financing
sources over expenditures and other financing uUses...........ccccocceenene (98) 247
Fund balance (deficit) at beginning of year...........c.ccoceoiniiiiinees 4,258 4,011
Fund balance (deficit) at end of year.........cccccovoiineininciereee $ 4,160 $ 4,258
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Children's Trust Fund

Balance Sheet - Statutory Basis

June 30, 2008
(Amounts in thousands)

2008

ASSETS
Cash and short-term iNVESIMENLS..........cccevverieiricicece e $ 314
TOLAl ASSELS.....veviiicrceiicect ettt $ 314
LIABILITIES AND FUND BALANCE
Liabilities:
ACCOUNLS PAYADIE........coeviviiicieiicee e $ 5
Total HabilitieS......ccceviviieeie e 5
Fund balance:
Unreserved fund balance (deficit):
Designated for SPeCifiC PUIPOSE........ccvvveveerieiricee e 309
Total fund balance (AefiCit).........coeiereiiiiieiicce e 309
Total liabilities and fund balance.............c.ccocoovrieiiecciccciceece e $ 314
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Children's Trust Fund

Statement Of Revenues, Expenditures And Changes In Fund Balance - Statutory Basis

Fiscal Year Ended June 30, 2008
(Amounts in thousands)

2008
REVENUES AND OTHER FINANCING SOURCES
Revenues:
MISCEIIANEOUS. ..ot $ 11
Total revenues 11
Other financing sources:
Operating tranSfers M. e -
Total other finanCiNg SOUICES.........ccvoiriiiierire e -
Total revenues and other financing sources 11
EXPENDITURES AND OTHER FINANCING USES
Expenditures:
JUAICTANY ... 12
Early education and Care...........ccoveeienrseinseeeseseecseee s 15
Total EXPENAITUIES. .....cveeieeieier e 27
Other financing uses:
Operating transfers OUL.........c.oeeoirieeiiieesee s 1
Total other fiNANCING USES......c.civrireiiriieeirsee e 1
Total expenditures and other finanCing USES...........covovrvvveerirnrenennan 28
Excess (deficiency) of revenues and other financing
sources over expenditures and other financing USes.........c.ccccoceeeeene a7
Fund balance (deficit) at beginning of year...........cccocooioiiiiiinnns 326
Fund balance (deficit) at end of year.........cccoceoeineniencincneeee $ 309
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Child Support Enforcement Fund
Balance Sheet - Statutory Basis

June 30, 2008
(Amounts in thousands)

2008
ASSETS
Cash and short-term iNVESIMENTS.........cccceiveieieieir e $ 14,733
Receivables, net of allowance for uncollectibles:
Due from federal gOVErNMENL...........ccecvviriiiiiiiece e 1,559
TOtAl ASSELS...c.vcviiteeiititete ettt $ 16,292
LIABILITIES AND FUND BALANCE
Liabilities:
ACCOUNLS PAYADIE........cvcviviiicieieicee e $ 1,443
ACCrUEd PAYTOlL.....c.oiieiiciccc e 81
Total lHabilities........coiviieieiicccee e 1,524
Fund balance:
Unreserved fund balance (deficit):
Designated for SPeCifiC PUIPOSE........ccvvveieerieirice e 14,768
Total fund balance (defiCit).........covieveriiiiiiece e, 14,768
Total liabilities and fund balance...........c.ccccoce v $ 16,292
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Child Support Enforcement Fund
Statement Of Revenues, Expenditures And Changes In Fund Balance - Statutory Basis

Fiscal Year Ended June 30, 2008
(Amounts in thousands)

2008 2007
REVENUES AND OTHER FINANCING SOURCES
Revenues:
Federal grants and reimbursements...........c.coeereerereeriseeerernseneeenn, $ 13,024 $ 10,760
DepartmMental........ccccciviirieiieicisiee s 5,043 3,998
MISCEIIANEOUS.......ocviiiiiiiiritee e 1 18
TOAl FEVENUES........eeviiieteisieie et 18,068 14,776
Other financing sources:
Operating tranSfers iN.........ccoceeveiiiiicerc s - -
Total other finaNCING SOUICES.........cccirviiiiiiiesics e - -
Total revenues and other financing SOUrCES.........cccccvvivevieievicreierienenn 18,068 14,776
EXPENDITURES AND OTHER FINANCING USES
Expenditures:
JUICTAIY ottt e 1,548 1,502
Treasurer and Receiver-General...........ccooveeirnneiennse s 6 -
DiStHICt AtEOIMBY ....vviiciiicieeete e 155 162
Administration and fiNANCE...........cccorreriniieirce e 9,046 11,649
Health and human services.................. s 208 245
Housing and economic development...........ccccevvieveieieiieescieseseenenns - 25
Labor and workforce development............ccoevveieveviiinciesen s 40 10
Total eXPENAITUIES. .....cviviieecieie e 11,003 13,593
Other financing uses:
Fringe benefit oSt aSSESSMENL.........cccovcivieiiiriciesee e 741 243
Operating transfers out 368 31
Total other fiNANCING USES........covcvrieivieiierieesee s 1,109 274
Total expenditures and other financing USES.........cccccovvveviveriiiriennen, 12,112 13,867
Excess (deficiency) of revenues and other financing
sources over expenditures and other financing Uses.........c.c.ccocevenin. 5,956 909
Fund balance (deficit) at beginning of year..........ccccoccovvivviiiiiiien, 8,812 7,903
Fund balance (deficit) at end of year $ 14,768 $ 8,812
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Massachusetts Military Family Relief Fund
Balance Sheet - Statutory Basis

June 30, 2008
(Amounts in thousands)

2008
ASSETS
Cash and short-term iNVEStMENLS..........ccccevierieiiricisec e $ 581
TOLAl ASSELS.....veviiierceiicicte ettt $ 581
LIABILITIES AND FUND BALANCE
Liabilities:
ACCOUNLS PAYADIE........cveviiiicieiicee e $ -
Total HabilitieS......cccveiiiiei e -
Fund balance:
Unreserved fund balance (deficit):
Designated for SPeCifiC PUIPOSE........cccvvveieierieirieee e 581
Total fund balance (AefiCit).........coeiereriiiniiiiecc e, 581
Total liabilities and fund balance.............cccceveiviiiiiiciscce e $ 581
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Massachusetts Military Family Relief Fund
Statement Of Revenues, Expenditures And Changes In Fund Balance - Statutory Basis

Fiscal Year Ended June 30, 2008
(Amounts in thousands)

2008 2007
REVENUES AND OTHER FINANCING SOURCES
Revenues:
MISCEIIANEOUS.......ce. ettt $ 295 $ 264
Total revenues 295 264
Other financing sources:
Operating tranSfers M. e - -
Total other finanCING SOUICES.........ccoviriiirerire et - -
Total revenues and other financing sources 295 264
EXPENDITURES AND OTHER FINANCING USES
Expenditures:
Public safety and homeland SECUrity.........c.cooverrnciinniciinceee 50 90
Total EXPENAITUIES......cvevieirecrciie e 50 90
Other financing uses:
Operating transfers OUL...........oeeirireiineeese s - -
Total other fiNANCING USES........covrvireiirieeinseee e - -
Total expenditures and other finanCing USES...........covovrvrveirnnererennan 50 90
Excess (deficiency) of revenues and other financing
sources over expenditures and other financing USes.........c.ccccoceeeeene 245 174
Fund balance (deficit) at beginning of year...........ccccocoiviniiiinins 336 162
Fund balance (deficit) at end of year.........ccccoceoeininencincseeeee $ 581 $ 336
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Department of Industrial Accidents Special Fund
Balance Sheet - Statutory Basis

(Amounts in thousands)

June 30, 2008

ASSETS

Cash and short-term iNVESIMENTS.........cccoiieieireieir e
TOLAl ASSELS...ueivvevieieie ittt sb e e enas

LIABILITIES AND FUND BALANCE

Liabilities:

ACCOUNTS PAYADIE. ..o
Total IaDIlItIes. ....ccovvveiicc e

Fund balance:
Unreserved fund balance (deficit):

Designated for SPeCifiC PUIPOSE........covrveieierieirice e
Total fund balance (defiCit).........covvereiiiiiieiicecec e,
Total liabilities and fund balance.............c.ccocooovrieiieccicccccecece e
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2,513
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Department of Industrial Accidents Special Fund

Statement Of Revenues, Expenditures And Changes In Fund Balance - Statutory Basis

Fiscal Year Ended June 30, 2008

(Amounts in thousands)

2008
REVENUES AND OTHER FINANCING SOURCES
Revenues:
ASSESSIMENTS. ...ttt senns $ 17,120
DepartmMeNtal........cccciviirieiieieciee s 4,863
MISCEIIANEOUS.......ccviiiiiiiiricce e 456
TOTAl FEVENUES. ...ttt et 22,439
Other financing sources:
Operating tranSfers iN.........ccocoveviiiiieic s -
Total other finaNCING SOUICES.........ccvcviveiiiiiie e -
Total revenues and other financing SOUrCES.........cccccvvivevieievereierienenn 22,439
EXPENDITURES AND OTHER FINANCING USES
Expenditures:
Housing and economic development...........ccocevvveveieieicescieseseenenns -
Labor and workforce development............ccoevvvieveviiinciesci e 414
Total eXPENAITUIES. .....cviveieecieie e 414
Other financing uses:
Fringe benefit oSt aSSESSMENL.........ccciveivieiiiiceseeceee e 5,459
Operating tranSfers OUL..........cccvcviieiiirciiici e 19,730
Total other fiNANCING USES........covcvieiiieiiieiieieseesee e 25,189
Total expenditures and other finanCing USES.........cccccvvveviveriiiriennnen, 25,603
Excess (deficiency) of revenues and other financing
sources over expenditures and other financing uses...........c.ccoccevnen. (3,164)
Fund balance (deficit) at beginning of year.........c.c.ccoceovivniiiiiiiiinnns 5,634
Fund balance (deficit) at end of year.........ccoccceveveiiiiiiinciececee, $ 2,470
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County Correction Fund

Balance Sheet - Statutory Basis

June 30, 2008
(Amounts in thousands)

2008
ASSETS
Cash and short-term iNVESIMENLS..........cccevverieiricicece e $ 816
TOAl ASSELS......voeeeieeceee ettt eae et $ 816
LIABILITIES AND FUND BALANCE
Liabilities:
ACCOUNLS PAYADIE........cocviviiicieiiee e $ -
Total HabilitieS......cccvciiiieeie e -
Fund balance:
Unreserved fund balance (deficit):
Designated for SPeCifiC PUIPOSE........covvveieierieiricee e 816
Total fund balance (AefiCit).........coevereriiiiiieccee e, 816
Total liabilities and fund balance.............ccccocevie e $ 816
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County Correction Fund
Statement Of Revenues, Expenditures And Changes In Fund Balance - Statutory Basis

Fiscal Year Ended June 30, 2008
(Amounts in thousands)

2008 2007
REVENUES AND OTHER FINANCING SOURCES
Revenues:
TAXES . vvveeeeetete bbbttt bbbt $ 7,226 $ 9,689
TOAl FEVENUES. ...ttt 7,226 9,689
Other financing sources:
Operating tranSfers iN.........ccoceeviieiceic s - -
Total other finaNCING SOUICES.........ccvciiviiiiiiie e - -
Total revenues and other financing SOUrCES.........cccccvvevevveesereierienenn. 7,226 9,689
EXPENDITURES AND OTHER FINANCING USES
Expenditures:
Direct 10Cal @id........ccooivvieiiiiiiiee s 9,848 7,653
Total eXPENAITUIES. .....cviveieecieee e 9,848 7,653
Other financing uses:
Operating transfers OUL..........ccoviie v - -
Total other fiNANCING USES........ccvcvrieivieiiieieesee e - -
Total expenditures and other finanCing USES.........ccccccvvveviveriiiricnnnen, 9,848 7,653
Excess (deficiency) of revenues and other financing
sources over expenditures and other financing uses.............ccoceevnen. (2,622) 2,036
Fund balance (deficit) at beginning of year...........c.ccocoevivveiiiiinienns 3,438 1,402
Fund balance (deficit) at end of year...........ccccccoeeiviciceicccee $ 816 $ 3,438
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Massachusetts AIDS Fund
Balance Sheet - Statutory Basis

June 30, 2008
(Amounts in thousands)

2008 2007
ASSETS
Cash and short-term iNVEStMENLS............ccccvvvrverereeriieerisise e $ 276 $ 290
TOLAl ASSELS.....veviiicrceiicect ettt $ 276 $ 290
LIABILITIES AND FUND BALANCE
Liabilities:
ACCOUNES PAYADIE. ......oocviicece et $ - $ -
Total Habilities......ccccviviiiiic e - -
Fund balance:
Unreserved fund balance (deficit):
Designated for SPeCifiC PUIPOSE.........ccvvveveierieiiicees e 276 290
Total fund balance (AefiCit).........coeiereviviiiiiicc e 276 290
Total liabilities and fund balance.............cccoeevvveeviieccciiecee e $ 276 $ 290
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Massachusetts AIDS Fund
Statement Of Revenues, Expenditures And Changes In Fund Balance - Statutory Basis

Fiscal Year Ended June 30, 2008
(Amounts in thousands)

2008 2007
REVENUES AND OTHER FINANCING SOURCES
Revenues:
Miscellaneous...........ccovvvreririennn. 151 $ 147
Total revenues 151 147
Other financing sources:
Operating tranSfers iN.........ccocvveviiiiceic s - -
Total other finaNCING SOUICES.........ccvciiveiriiiieriet e - -
Total revenues and other financing sources 151 147
EXPENDITURES AND OTHER FINANCING USES
Expenditures:
Health and human SErviCes..........covveirirneiinse e 165 165
Total eXPENAITUIES. .....cviveieecieieeees e 165 165
Other financing uses:
Operating tranSfers OUL..........ccovcviieiiirciiice e - -
Total other fiNaNCING USES........covcvvieiiieiiiiieieseesee e - -
Total expenditures and other finanCing USES..........ccccvvvveviveriiiriennnen, 165 165
Excess (deficiency) of revenues and other financing
sources over expenditures and other financing Uses.........c.c.cocevenene (14) (18)
Fund balance (deficit) at beginning of year...........c.ccocoevivveiiiiinienns 290 308
Fund balance (deficit) at end of year...........ccccccoeeiviciceicccee $ 276 $ 290
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Trust Fund for the Head Injury Treatment Service Fund
Balance Sheet - Statutory Basis

June 30, 2008
(Amounts in thousands)

2008 2007
ASSETS
Cash and short-term iNVESIMENLS..........c.ceeviveerieiieiieece e $ 8,160 $ 9,562
TOtAl ASSELS...c.vcveiveeictiiete ettt $ 8,160 $ 9,562
LIABILITIES AND FUND BALANCE
Liabilities:
ACCOUNES PAYADIE........ceivriircrirereicie ettt $ 1,386 $ 1,216
ACCIUEd PAYTOlL.....voiiiiicicec e 19 12
Total HabilItIES....ccveeicviee e 1,405 1,228
Fund balance:
Unreserved fund balance (deficit):
Designated for SpecifiC PUrPOSE........couieirercireeeee e 6,755 8,334
Total fund balance (efiCit).........ccorereiiiiiree e 6,755 8,334
Total liabilities and fund balance............cccvveeveiieiccccee e $ 8,160 $ 9,562
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Trust Fund for the Head Injury Treatment Service Fund
Statement Of Revenues, Expenditures And Changes In Fund Balance - Statutory Basis

Fiscal Year Ended June 30, 2008
(Amounts in thousands)

2008 2007
REVENUES AND OTHER FINANCING SOURCES
Revenues:
DePArtMENtal.......ccccvcveiiiieiiiieeee e $ 6,950 $ 6,994
MISCEIIANEOUS.......ocviiiieiiireee e 418 551
TOAl FEVENUES. ...ttt 7,368 7,545
Other financing sources:
Operating tranSfers iN.........ccocveviiiiceic s - -
Total other finanNCIiNG SOUICES.........ccvcirieiriiiieics e - -
Total revenues and other financing SOUrCES.........ccocovvevevieierereierienenn 7,368 7,545
EXPENDITURES AND OTHER FINANCING USES
Expenditures:
Health and human SErvices..........covveirirneiinise e 8,714 8,358
Total eXPENAITUIES. .....cviveieecieee e 8,714 8,358
Other financing uses:
Fringe benefit COSt aSSESSMENL.........ccciveirieiiiieiesee e 189 102
Operating tranSfers OUL..........ccvcviiiiiireiiice e 44 20
Total other fiNANCING USES........covcviieiiieiieieeseesee e 233 122
Total expenditures and other financing USES..........cccccvvveviveriiiriennnen, 8,947 8,480
Excess (deficiency) of revenues and other financing
sources over expenditures and other financing Uses.........c.c.ccocevenene (1,579) (935)
Fund balance (deficit) at beginning of year..........c.ccocoovvvviiiiiiiens 8,334 9,269
Fund balance (deficit) at end of year..........cccooeeveviecciiccce $ 6,755 $ 8,334
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Board Of Registration In Medicine Fund
Balance Sheet - Statutory Basis

June 30, 2008
(Amounts In Thousands)

2008
ASSETS
Cash and short-term iNVESIMENLS..........cccviiiiieineeieeeneeeieeee $ 1,733
TOUAL BSSBES. ..ottt ettt e e et ettt et e et e et eerenrenennen $ 1,733
LIABILITIES AND FUND BALANCE
Liabilities:
ACCOUNES PAYADIE.......ceieiiiiiiiices s $ 552
ACCrUEd PAYIOlL......eoiiece e 119
Total Habilities.......coveiieeee e 671
Fund balance:
Unreserved fund balance (deficit):
Designated for SpecifiC PUrPOSE........covreirereiiiieee e 1,062
Total fund balance (defiCit).........coorereiiiiir e 1,062
Total liabilities and fund balance............cocoooivviiiniii $ 1,733
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Board Of Registration In Medicine Fund
Statement Of Revenues, Expenditures And Changes In Fund Balance - Statutory Basis

Fiscal Year Ended June 30, 2008
(Amounts in thousands)

2008 2007
REVENUES AND OTHER FINANCING SOURCES
Revenues:
Departmental.............ccccevvvevenee. 4,646 $ 5,066
Total revenues 4,646 5,066
Other financing sources:
Operating tranSfers iN.........ccoceveiiiiiierc s 1,777 -
Total other finaNCING SOUICES.........ccvcirveiriiiierics e 1,777 -
Total revenues and other financing sources 6,423 5,066
EXPENDITURES AND OTHER FINANCING USES
Expenditures:
Health and human SErviCes..........ccovveirirnciinire e 5,071 4,441
Total eXPENAITUIES. .....cviveieesieiee e 5,071 4,441
Other financing uses:
Fringe benefit oSt aSSESSMENL.........cccoveivieiierieiesee e 636 388
Operating tranSfers OUL..........ccocvviiiiiriciiici e 233 184
Total other fiNANCING USES........ccvcvrieirieiieieiesees e 869 572
Total expenditures and other financing USES.........ccccccvvveviveriiiriennen, 5,940 5,013
Excess (deficiency) of revenues and other financing
sources over expenditures and other financing uses 483 53
Fund balance (deficit) at beginning of year..........c.ccocoeviiniiiiiinienns 579 526
Fund balance (deficit) at end of year...........cccoeeviviiecceiiccee $ 1,062 $ 579
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Water Pollution Abatement Projects Administration Fund
Balance Sheet - Statutory Basis

June 30, 2008
(Amounts in thousands)

2008 2007
ASSETS
Cash and short-term iNVESIMENS........cccviiiiieeeeeeeeee s $ 1,838 $ 494
TOUAL BSSBES. ..ot ee et et ettt e e et et et et et et e e e e e ereareeeee s $ 1,838 $ 494
LIABILITIES AND FUND BALANCE
Liabilities:
ACCOUNES PAYADIE........cecvriiicrirereicte ettt $ 1,117 $ 411
ACCrUed PAYIOlL.......oii e 86 72
Total HADITIIES...cciveeieiee e 1,203 483
Fund balance:
Unreserved fund balance (deficit):
Designated for SpecifiC PUrPOSE.........covcvvieivieeie e 635 11
Total fund balance (defiCit).........covieveriiiinieiiccec e 635 11
Total liabilities and fund balance............ccocoeveeeiiiee i $ 1,838 $ 494
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Water Pollution Abatement Projects Administration Fund
Statement Of Revenues, Expenditures And Changes In Fund Balance - Statutory Basis

Fiscal Year Ended June 30, 2008
(Amounts in thousands)

2008 2007
REVENUES AND OTHER FINANCING SOURCES
Revenues:
Miscellaneous....... 10,834 $ 7,510
Total revenues 10,834 7,510
Other financing sources:
Operating tranSfers iN.........ccocveviieiieic s - -
Total other finaNCING SOUICES.........cccvviviiriiiieiet e - -
Total revenues and other financing sources 10,834 -

EXPENDITURES AND OTHER FINANCING USES

Expenditures:
Administration and fINANCE..........ccuveiiiiiiie e 1,112 -

Energy and environmental affairs..... 5,901 4,917
Public safety and homeland security 39 3
Total EXPENAITUIES. ... .coeieieeieiieieete e 7,052 4,920
Other financing uses:

Fringe benefit COSt aSSESSMENL...........coviirieiieeese e 1,455 1,135
Operating tranSfers OUL..........ccooiiiiieiic e 1,703 1,620
Total other fiNaNCING USES........cccoireireiieieeseese e 3,158 2,755
Total expenditures and other financing USES..........cccoovrreirernciirnnen. 10,210 7,675
Excess (deficiency) of revenues and other financing

sources over expenditures and other financing uses...........ccccocceeeeene 624 (165)
Fund balance (deficit) at beginning of year...........ccccoccoivniiiiinees 11 176
Fund balance (deficit) at end of year.........cccccovoeiiiiiinnciereee $ 635 $ 11
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Commonwealth Sewer Rate Relief Fund
Balance Sheet - Statutory Basis

June 30, 2008
(Amounts in thousands)

2008 2007
ASSETS
Cash and short-term iNVESIMENS........cccviiiiieeeeeeeeee s $ - $ 25
TOMAl ASSELS....cvcvvveverereieretete ettt ettt ettt renas $ - $ 25
LIABILITIES AND FUND BALANCE
Liabilities:
ACCOUNES PAYADIE. ......ooceiceece ettt neen $ - $ -
Total Habilities........ccccviiiiccccece e - -
Fund balance:
Unreserved fund balance (deficit):
Designated for SpecifiC PUrPOSE........covrrrrereiieeeee e - 25
Total fund balance (AefiCit).........coeiereviiiiiiiiccec e, - 25
Total liabilities and fund balance............c.cccoovvivvieiieieicccece e $ - $ 25
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Commonwealth Sewer Rate Relief Fund
Statement Of Revenues, Expenditures And Changes In Fund Balance - Statutory Basis

Fiscal Year Ended June 30, 2008
(Amounts in thousands)

2008 2007
REVENUES AND OTHER FINANCING SOURCES
Revenues:
DEPArtMENTAL........ccviveverivireierieereeeee e $ - $ -
TOTAl FEVENUES. .....viviiiieie e - -
Other financing sources:
Operating tranSfers iN.........ccoceveiiiiiierc s 23,000 25,000
Total other finaNCING SOUICES.........ccvciiviiiiiiierici e 23,000 25,000
Total revenues and other financing SOUrCES.........ccoccvvvvevieierereseriennn 23,000 25,000
EXPENDITURES AND OTHER FINANCING USES
Expenditures:
Administration and fiNANCE...........cccrrreiinrierce e 23,025 25,006
Total eXPENAITUIES. .....cviveieecieie e 23,025 25,006
Other financing uses:
Operating tranSfers OUL..........ccocvviiiiiiciiee e - -
Total other fiNANCING USES........covcvvieirieiieieiesees e - -
Total expenditures and other finanCing USES.........ccccccvvveviveriiiriennen, 23,025 25,006
Excess (deficiency) of revenues and other financing
sources over expenditures and other financing uses.........c.c.ccocevnen. (25) (6)
Fund balance (deficit) at beginning of year........c.c.ccocoovvvniiiiiiiinne 25 31
Fund balance (deficit) at end of year...........ccccooveevivieicecccce $ - $ 25
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Motor Vehicle Safety Inspection Trust Fund
Balance Sheet - Statutory Basis

June 30, 2008
(Amounts in thousands)

2008 2007
ASSETS
Cash and short-term iNVESIMENTS.........cccceiveieireieir e $ - $ -
TOUAI BSSELS. ... e $ - $ -
LIABILITIES AND FUND BALANCE
Liabilities:
Deficiency in cash and short-term investments............ccccocevrereenne $ 9,337 $ 11,096
ACCOUNTS PAYADIE. ... 1,883 1,129
ACCrUed PAYIOlL.......oeieee e 83 70
Total HaDIItIES....ccveeicviee e 11,303 12,295
Fund balance:
Unreserved fund balance (deficit):
UNAeSignated...........coviiiiiiiciseice e (11,303) (12,295)
Total fund balance (AefiCit).........coviereriiiniiecc e (11,303) (12,295)
Total liabilities and fund balance...........c.cocceveiieiececccecece e $ - $ -
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Motor Vehicle Safety Inspection Trust Fund
Statement Of Revenues, Expenditures And Changes In Fund Balance - Statutory Basis

Fiscal Year Ended June 30, 2008
(Amounts in thousands)

2008 2007
REVENUES AND OTHER FINANCING SOURCES
Revenues:
Departmental..... 39,995 $ 40,287
Total revenues 39,995 40,287
Other financing sources:
Operating tranSfers iN.........ccoceveiiiiiierc s - -
Total other finaNCING SOUICES.........ccvciiveiriiiieriet e - -
Total revenues and other financing sources 39,995 40,287
EXPENDITURES AND OTHER FINANCING USES
Expenditures:
Energy and environmental affairs............ccccoovvviiiiiiciieiceene 1,835 1,907
Transportation and public WOrKS............cccovivireiiieieiiieiese e, 35,759 33,087
Total eXPENAITUIES. .....cviveicecieie e 37,594 34,994
Other financing uses:
Fringe benefit oSt aSSESSMENL.........cccovcivieiiiriciesee e 1,220 971
Operating tranSfers OUL..........cccvviiiiiiiiici e 189 185
Total other fiNaNCING USES........coviirieirieireieeseese e 1,409 1,156
Total expenditures and other financing USES..........ccccoovreevrerericrireen. 39,003 36,150
Excess (deficiency) of revenues and other financing
sources over expenditures and other financing USes.........c.ccccoceeeeene 992 4,137
Fund balance (deficit) at beginning of year...........ccccocooiiiiiiiiinnes (12,295) (16,432)
Fund balance (deficit) at end of year...........cccoveeierineccnireeene $ (11,303) $ (12,295)
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Child Care Quality Fund

Balance Sheet - Statutory Basis

June 30, 2008
(Amounts in thousands)

2008
ASSETS
Cash and short-term iNVESIMENIS..........cccviiiiiiiiiereeeeeeee $ 498
QL0 1T TSN $ 498
LIABILITIES AND FUND BALANCE
Liabilities:
ACCOUNES PAYADIE. ......c.iieiiiiiiieeee s $ 160
Total Habilities.... oo 160
Fund balance:
Unreserved fund balance (deficit):
Designated for SpecifiC PUrPOSE........covreirereiireee e 338
Total fund balance (defiCit)........ccorereiiiiin e 338
Total liabilities and fund balance............cocoovivniiiniii $ 498
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2007

$ 868
$ 868
$ 72
72

796

796

$ 868
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Child Care Quality Fund
Statement Of Revenues, Expenditures And Changes In Fund Balance - Statutory Basis

Fiscal Year Ended June 30, 2008
(Amounts in thousands)

2008 2007
REVENUES AND OTHER FINANCING SOURCES
Revenues:
DePArtMENtal........c.cccveiiiieiiiiscee e e $ 304 $ 319
TOAl FEVENUES. ...ttt 304 319
Other financing sources:
Operating tranSfers iN.........ccoceeviieiceic s - -
Total other finanNCIiNG SOUICES.........ccvcviviiriiiiecs e - -
Total revenues and other financing SOUrCES.........cccccvvivevieieriereierienenn. 304 319
EXPENDITURES AND OTHER FINANCING USES
Expenditures:
Early education and Care..........ccoevveerieiiiiisieseiseees e 762 203
Total eXPENAITUIES. .....cviveieesieeeee e 762 203
Other financing uses:
Operating transfers OUL..........c.oviie i e - -
Total other fiNANCING USES........ccvcvrieivieiiieieesee e - -
Total expenditures and other finanCing USES.........ccccccvvveviveriiiricnnnen, 762 203
Excess (deficiency) of revenues and other financing
sources over expenditures and other financing uses.............ccoceevnen. (458) 116
Fund balance (deficit) at beginning of year...........cccocoovvvniiiiiiiinns 796 680
Fund balance (deficit) at end of year.........ccoccoroeiiiniiiicereee $ 338 $ 796
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Convention and Exhibition Center Fund
Balance Sheet - Statutory Basis

June 30, 2008
(Amounts in thousands)

2008
ASSETS
Cash and short-term iNVEStMENLS..........ccccevieriiiiicicec e $ 72,286
Cash with fiscal agent.... 130,851
TOUAL BSSBES. ..ot ee et et et et eee e e et et et et et et e e eereerenreeeeeeaes $ 203,137
LIABILITIES AND FUND BALANCE
Liabilities:
ACCOUNES PAYADIE.......c.eiiiiriiiices s $ 8,456
Total HADITIIES....ccvieicviee e 8,456
Fund balance:
Reserved fund balance:
Reserved for debt SEIVICE........ccouviciie i 130,851
Unreserved fund balance (deficit):
Designated for SpecifiC PUrPOSE........ccovrerrerieiieee e 63,830
Total fund balance (efiCit).........cooriereiiiire e 194,681
Total liabilities and fund balance.............ccccceveiveiiiiicisecee e $ 203,137
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2007

$ 88,858
83,999

$ 172,857

$ 8,529
8,529

83,999

80,329
164,328
$ 172,857
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Convention and Exhibition Center Fund
Statement Of Revenues, Expenditures And Changes In Fund Balance - Statutory Basis

Fiscal Year Ended June 30, 2008
(Amounts in thousands)

2008 2007
REVENUES AND OTHER FINANCING SOURCES
Revenues:
78,984 $ 66,347
8,452 7,366
87,436 73,713
Other financing sources:
Operating tranSfers iN.........ccocvveviiiicerc s - -
Total other finanNCIiNG SOUICES.........ccvcirieiriiiieics e - -
Total revenues and other financing SOUrCES.........cccccvvevevieieviereierienenn 87,436 73,713
EXPENDITURES AND OTHER FINANCING USES
Expenditures:
Administration and fINANCE..........ccouveiiiiicii e 21,483 33,645
Debt service:
Interest and fiscal Charges..........ccovreieereieneieere e 35,600 34,486
Total eXPENAITUIES. .....cviveieecieie e 57,083 68,131
Other financing uses:
Operating transfers OUL..........o.oviieviiie e - -
Total other fiNANCING USES........covcvvvieirieiiiieieseesee e - -
Total expenditures and other finanCing USES.........ccccccuvveviveriiiriennen, 57,083 68,131
Excess (deficiency) of revenues and other financing
sources over expenditures and other financing uses 30,353 5,582
Fund balance (deficit) at beginning of year..........c.ccocoovvvvneiiiiiinnn, 164,328 158,746
Fund balance (deficit) at end of year.........ccoccovoerineininciereee $ 194,681 $ 164,328
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Firearms Fingerprint Identity Verification Trust Fund
Balance Sheet - Statutory Basis

(Amounts in thousands)

June 30, 2008

ASSETS

Cash and short-term investments.............ccccvevvenenne.
Total aSSELS.....cveevveereerecre e

LIABILITIES AND FUND BALANCE

Liabilities:

Accounts payable..........ccoooioiiiiiiin e

Total lilabilities......c..coveveveieeieiieeeece e

Fund balance:
Unreserved fund balance (deficit):

Designated for specific purpose...........c.......
Total fund balance (deficit).........ccoooveeiriinnnnnne.
Total liabilities and fund balance.............c.cccoevvvne.
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2,018

2,018

142

142

1,876

1,876

2,018

252

2007

$ 1,898
$ 1,898
$ 183
183

1,715

1,715

$ 1,898
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Firearms Fingerprint Identity Verification Trust Fund
Statement Of Revenues, Expenditures And Changes In Fund Balance - Statutory Basis

Fiscal Year Ended June 30, 2008
(Amounts in thousands)

2008 2007
REVENUES AND OTHER FINANCING SOURCES
Revenues:
Departmental 1,442 $ 1,433
TOAl FEVENUES. ...ttt 1,442 1,433
Other financing sources:
Operating tranSfers iN.........ccoceeviieiceic s - -
Total other financing SOUrcCes.........c.ccccocvrveenne. - -
Total revenues and other financing sources 1,442 1,433
EXPENDITURES AND OTHER FINANCING USES
Expenditures:
Public safety and homeland SECUTItY ........ccccevviierieviienieiiicscec, 1,281 1,757
Total eXPENAITUIES. .....cviveieecieic e 1,281 1,757
Other financing uses:
Operating tranSfers OUL..........ccccvviveiiiriciiici e - -
Total other fiNANCING USES........covcviieiiieiieieeseesee e - -
Total expenditures and other finanCing USES.........ccccccvvveviveriiiriennen, 1,281 1,757
Excess (deficiency) of revenues and other financing
sources over expenditures and other financing uses.........c.c.ccocevnen. 161 (324)
Fund balance (deficit) at beginning of year..........c.ccocoeviiniiiiiinienns 1,715 2,039
Fund balance (deficit) at end of year.........ccoccoroeiiiniiiiieereee $ 1,876 $ 1,715
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Grant Anticipation Note Trust Fund

Balance Sheet - Statutory Basis

June 30, 2008
(Amounts in thousands)

2008
ASSETS
Cash and short-term INVESIMENTS..........ocuiiiieieieie e $ 10,896
Cash With fiSCal agent.........ccooi i 624,151
Receivables, net of allowance for uncollectibles:
Due from federal goOvernment.............ccoceieiiieicieneiseee e 65,059
TOUAL BSSBES. ..ot ee et et e et e e et et et et et et e e e e e ereereeeeeeaes $ 700,106
LIABILITIES AND FUND BALANCE
Liabilities:
DU t0 OTNET FUNGS. ... vttt ee e $ 65,060
Total lHabilities........covciieiiiiccccece e 65,060
Fund balance:
Reserved fund balance:
Reserved for debt SEIVICE.......ovcvviviiirierecececre e 624,151
Unreserved fund balance (deficit):
Designated for SPeCifiC PUIPOSE........covvveieerieiriee e 10,895
Total fund balance (AefiCit).........coviereriiiicieiecec e, 635,046
Total liabilities and fund balance 700,106
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2007

$ 11,509
619,044

74,582
$ 705,135

$ 74,582
74,582

619,044

11,509
630,553
$ 705,135
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Grant Anticipation Note Trust Fund
Statement Of Revenues, Expenditures And Changes In Fund Balance - Statutory Basis

Fiscal Year Ended June 30, 2008
(Amounts in thousands)

2008 2007
REVENUES AND OTHER FINANCING SOURCES
Revenues:
Federal grants and reimbursements.............ccoceoeveereneienennesecnenn, $ 463,588 $ 462,484
MISCEIANEOUS.......eeeieei ettt 50,948 18,697
TOtAl FEVENUES........oieitie ittt sttt st e st e st e e s e s sraeeenes 514,536 481,181
Other financing sources:
Operating tranSfers M. s 53,464 60,995
Total other finanCiNG SOUICES.........ccveiiiiirerere e 53,464 60,995
Total revenues and other financing SOUrCES.........coccovreieercieneneneene 568,000 542,176
EXPENDITURES AND OTHER FINANCING USES
Expenditures:
Treasurer and ReCeiVer-General...........ccccoevvveieieeeeeeeeieecresreenennens 25,440 -
Debt service:
Principal retiremMent..........cccveiviiiiiiiieiccce e 130,240 123,825
Interest and fiscal Charges..........covciieiieriiisee e 81,469 87,887
Total eXPENAITUIES. .....cviveieecieecee e 237,149 211,712
Other financing uses:
Federal reimbursement transfer OUt............ocveveeeiviiccie e 326,358 332,244
Total other fiNaNCING USES........ccoiiieirieiieieereese e 326,358 332,244
Total expenditures and other financing USES..........cccoovrrevrernciernnen. 563,507 543,956
Excess (deficiency) of revenues and other financing
sources over expenditures and other financing uses.........c.c.ccoeevenen. 4,493 (1,780)
Fund balance (deficit) at beginning of year..........ccccocooeivviiiiiiinn, 630,553 632,333
Fund balance (deficit) at end of year.........ccoccoveiiniiniieiceee $ 635,046 $ 630,553
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Capital
Projects
Funds

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

General Capital Projects Fund - to account 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 — to account for a transfer
from the General Fund to finance appropriated items of a
capital nature pursuant to sections 2E and 107 of Chapter
88 of the Acts of 1997.

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

Capital Improvements and Investment Trust Fund - to
account for the Commonwealth’s reimbursement to cities
and towns for expenses incurred for projects for
construction and reconstruction of town and county ways.

Capital Expenditure Reserve Fund - to account for
amounts paid by the Massachusetts Turnpike Authority as
payment toward the acquisition cost of the Third Harbor
Tunnel and Federal financial participation money related
to expenditure amounts paid by the Massachusetts Port
Authority as determined by a feasibility study; used to
pay principal and interest on certain bonds, related notes
or direct capital expenditures.

Highway Capital Projects Fund — to account for the
proceeds of bonds sold to finance construction of state
highways and to fund the Commonwealth's share of
Federally sponsored highway construction.

Federal Highway Construction Program Capital
Projects Fund - to account for federal highway
construction grants which, with the Commonwealth's
required share of matching funds, finance interstate

Commonwealth of Massachusetts
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highways and similar projects within Massachusetts to
promote a nationwide highway system.

Central Artery Statewide Road and Bridge Infrastructure
Fund - to account for bond proceeds, certain revenues from
Registry of Motor Vehicle fees, (net of debt service
expenditures) and payments from authorities. The purpose
of expenditures of the fund is to meet the estimated
additional costs associated with the Central Artery/Ted
Williams Tunnel Project and for costs of the statewide road
and bridge program.

OTHER FUNDS:

These funds account for the proceeds of bonds used to to
finance land and transportation equipment for economic
development.

Government Land Bank Capital Projects Fund - to
account for proceeds of bonds used to finance the
acquisition, holding, protection, maintenance, repair or use
of lands and for personnel and the administrative costs of
the Massachusetts Development Finance Agency.

LOCAL AID FUNDS:

Local Capital Projects Fund - to account 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. The
fund accounts for the proceeds of bonds to finance
improvements to lockup facilities, state police lockup
facilities and to finance improvements to County
Correctional Facilities, and other monies received by the
Department of Conservation and Recreation pertaining to
state parks, reservations and recreation areas outside the
metropolitan parks district; used for purposes of state parks,
reservations and recreation areas outside the metropolitan
parks district.
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Capital Projects Funds
Combining Balance Sheet - Statutory Basis

June 30, 2008
(Amounts in thousands)

Capital
General Capital Convention Improvements Capital
Capital Investment and Exhibition  and Investment Expenditure
Projects Trust Center Capital Trust Reserve
ASSETS
Cash and short-term inVeStMENtS.........cccovvvvvrirerirerirereenns $ 135371 $ - $ 11,893 $ - $ -
Cash with fiscal gent...........ccecevvrveenirneiinreeeeeens - - - - -
Receivables, net of allowance for uncollectibles:
Due from federal government............cocecevvvveiererenecnnenn 1,743 - - - -
Due from other funds.........ccoeeiirveiniineieecens - - - - -
Total assets $ 137,114 $ - $ 11,893 $ - $ -
LIABILITIES AND FUND BALANCES
Liabilities:
Deficiency in cash and short-term investments $ - $ 98 $ - $ 102 $ 9,245
Accounts payable........cccoveiiiieiie 133,892 - - 81 -
Accrued payroll.........cciiii e 1,020 - - - -
Total liabilities........coovvierrieiiccccc, 134,912 98 - 183 $ 9,245
Fund balance:
Reserved for:
DEDL SEIVICE. ... - - - - -
Capital ProjJECtS......ccovrreiireeereee e 2,202 - 11,893 - -
Unreserved:
UNdeSignated.........cooovvveveinireeireeeseeee e - (98) - (183) (9,245)
Total fund balance (defiCits).........cccovrcerriviirnnne 2,202 (98) 11,893 (183) (9,245)
Total liabilities and fund balances...........ccovevrevevencnnn, $ 137,114 $ - $ 11,893 $ - $ -

See independent auditors' report
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Totals

Federal Central Artery Government (Memorandum only)
Highway Highway Statewide Land Bank Local
Capital Construction  Road and Bridge Capital Capital
Projects Program Infrastructure Projects Projects 2008 2007
$ - $ 8,283 $ 83,521 - $ 1,607 $ 240,675 $ 137,457
154,990 - - - - 154,990 257,672
- - - - - 1,743 1,577
- 65,060 - - - 65,060 74,582
$ 154,990 $ 73,343 $ 83,521 - $ 1,607 $ 462,468 $ 471,288
$ 367,191 $ - $ - 9,653 $ - $ 386,289 $ 185,179
69,144 67,525 - 5,347 2,271 278,260 277,742
1,877 674 - - - 3,571 2,693
438,212 68,199 - 15,000 2,271 668,120 465,614
154,990 - - - - 154,990 257,672
- 5,144 83,521 - - 102,760 128,048
(438,212) - - (15,000) (664) (463,402) (380,046)
(283,222) 5,144 83,521 (15,000) (664) (205,652) 5,674
$ 154,990 $ 73343 $ 83,521 - $ 1,607 $ 462,468 $ 471,288
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Capital Projects Funds
Combining Statements Of Revenues, Expenditures And Changes In Fund Balances - Statutory Basis

Fiscal Year Ended June 30, 2008
(Amounts in thousands)

Capital
General Capital Convention Improvements Capital
Capital Investment and Exhibition and Investment Expenditure
Projects Trust Center Capital Trust Reserve
REVENUES AND OTHER FINANCING SOURCES
Revenues:
Federal grants and reimbursements... $ 19,911 $ - $ - $ - $ -
Departmental . - - - - -
Payments from authorities - - - - 12,500
MiSCEIANEOUS. ..o - - - - -
TOtAl FEVENUES......cvecveviereieteete ettt 19,911 - - - 12,500
Other financing sources:
Proceeds of general and special obligation bonds 831,177 - - 87 -
Bonds premium 16,302 - - 2 -
Proceeds of refunding bonds - - - - -
Operating transfers in - - - - -
Federal reimbursement transfer in.... - - - - -
State share of federal highway construction.... - - - - -
Total other finaNCING SOUICES. .......coviiiiiiiieeeeeeeeeenes 847,479 - - 89 -
Total revenues and other financing SOUrCes............ccccovvvnnnns 867,390 - - 89 12,500
EXPENDITURES AND OTHER FINANCING USES
Expenditures:
Judiciary. 16,985 98 - - -
Secretary of the Commonwealth 1,742 - - - -
Treasurer and Receiver-General 11,295 - - - -
Attorney General......... 2,405 - - - -
Sheriff's Departments.. 1,838 - - - -
Board of Library Commissioners 9,714 - - - -
Administration and finance 162,914 - - 68 -
Energy and environmental affairs. 157,267 - - 154 -
Health and human services 46,030 - - - -
Transportation and public works... 32,825 - - - 360
Executive Office of Education:
Early education and Care...........ccccoeeeerueeeeeeninenesineenenenees 461 - - - -
Department of elementary and secondary education. . 926 - - - -
Higher education.........ccccccoeeceeeenne. . 40,535 - - - -
Public safety and homeland security. 21,704 - - - -
Housing and economic development 170,302 - - - -
Labor and workforce development. 10,846 - - - -

Debt service:
Principal retirement - - - - -
Interest and fiscal charges - - - - -

Total eXPENItUrES........c.cvcveiircicieieeee s 687,789 98 - 222 360

Other financing uses:
Payments to refunded bond escrow agent....

Fringe benefit cost assessment......
State share of federal highway construction - - - - -
Operating transfers out....... - - - - -
Total other financing uses... 12,936 - - 2 -
Total expenditures and other financing uses... 700,725 98 - 224 360
Excess (deficiency) of revenues and other financing

sources over expenditures and other financing uses............ 166,665 (98) - (135) 12,140
Fund balances (deficits) at beginning of year...............c.c....... (164,463) - 11,893 (48) (21,385)
Fund balances (deficits) at end of year............cccocoevrrrrinns $ 2,202 $ (98) $ 11,893 $ (183) $ (9,245)

See independent auditors' report
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Federal Central Artery Government

Highway Highway Statewide Land Bank Local Totals
Capital Construction  Road and Bridge Capital Capital (Memorandum only)
Projects Program Infrastructure Projects Projects 2008 2007
$ - $ 672 $ - $ - $ - $ 20,583 $ 24,881
- 305 19,848 - - 20,153 407
- - - - - 12,500 25,100
31,031 - 4,003 - - 35,034 44,523
31,031 977 23,851 - - 88,270 94,911
422,137 - - 18,066 9,357 1,280,824 1,551,492
8,279 - - 354 184 25,121 52,448
- - - - - - 1,530,558
- - 19,491 - - 19,491 26,281
- 326,358 - - - 326,358 332,244
- 168,180 - - - 168,180 211,174
430,416 494,538 19,491 18,420 9,541 1,819,974 3,704,197
461,447 495,515 43,342 18,420 9,541 1,908,244 3,799,108
- - - - 152 17,235 6,553
- 118 - - - 1,860 3,108
10,711 - - - 5,637 27,643 10,537
194 666 - - 90 3,355 3,530
- - - - - 1,838 3,679
- - - - - 9,714 6,875
500 - - 5,347 411 169,240 261,359
30,762 780 - - 3,684 192,647 162,460
- - - - - 46,030 44,954
477,146 482,190 71,599 - - 1,064,120 1,076,077
- - - - - 461 -
- - - - - 926 389
- - - - - 40,535 27,389
- 794 - - 394 22,892 28,714
- 281 - - - 170,583 156,519
- - - - - 10,846 -
104,651 - - - - 104,651 -
14,730 - - - - 14,730 12,155
638,694 484,829 71,599 5,347 10,368 1,899,306 1,804,298
- - - - - - 1,530,558
25,779 9,709 - - 47 48,473 37,883
168,180 - - - - 168,180 211,174
3,611 - - - - 3,611 701
197,570 9,709 - - 47 220,264 1,780,316
836,264 494,538 71,599 5,347 10,415 2,119,570 3,584,614
(374,817) 977 (28,257) 13,073 (874) (211,326) 214,494
91,595 4,167 111,778 (28,073) 210 5,674 (208,820)

$  (283,222) $ 5144 $ 83521 $ (15000) % (664) $ (205652) $ 5674
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General Capital Projects Fund
Balance Sheet - Statutory Basis

June 30, 2008
(Amounts in thousands)

2008 2007
ASSETS
Cash and short-term iNVESIMENLS..........c.eeeeiieee i $ 135,371 $ -
Receivables, net of allowance for uncollectibles:
Due from federal governmeNt...........ccocevvevierienenene e 1,743 1,577
TOLAL ASSEES. ...ttt ettt ettt et e e e st e e r et et e et e e aen $ 137,114 $ 1,577
LIABILITIES AND FUND BALANCE
Liabilities:
Deficiency in cash and short-term investments...........ccoccecevereiencnn, $ - $ 43,016
ACCOUNES PAYADIE. ... 133,892 122,319
Accrued PaYIOll........oooieeeeee s 1,020 705
Total Habilities......coveiriiiceicec e 134,912 166,040
Fund balance:
Reserve fund balance:
Reserved for capital Projects.........cccoevreereerciiniineeneeseiens 2,202 -
Unreserved fund balance (deficit):
UNAESIGNALEA........c.iieiiriicieicie e - (164,463)
Total fund balance (defiCit) ......ccccocvrviiiieinnie e, 2,202 (164,463)
Total liabilities and fund balance..........cocvoeveiveieiiiiceccecce e $ 137,114 $ 1,577
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General Capital Projects Fund
Statement Of Revenues, Expenditures And Changes In Fund Balance - Statutory Basis

Fiscal Year Ended June 30, 2008
(Amounts in thousands)

2008 2007
REVENUES AND OTHER FINANCING SOURCES
Revenues:
Federal grants and reimbursements.............ccoeoereoreneienenesesiecseenen, $ 19,911 $ 23,968
MISCEIIANEOUS. ......eovietecie et - 2,473
TOLAl FEVENUES.....cvviviriirecte ittt ettt te e e er e b b sbeebeenean 19,911 26,441

Other financing sources:

Proceeds of general and special obligation bonds 831,177 815,495
BONd Premiums.......c.ooueeereeeeeeeeee e 16,302 26,273
Proceeds of refunding bonds.............ccccvvvviiiieiiiic e - 491,560
Total other finanCING SOUICES.........coviuiririrereie e 847,479 1,333,328
Total revenues and other financing SOUrCES.........ccoccvvevevieiesereieriennn. 867,390 1,359,769
EXPENDITURES AND OTHER FINANCING USES
Expenditures:
JUAICIANY ..o 16,985 5,988
Secretary of the Commonwealth............ccoceevviiiiieiicc e 1,742 2,941
Treasurer and Receiver-General..........cccocvcevevveceiveicece e, 11,295 4,591
Attorney General 2,405 2,238
Sheriff's DePartMeNtS.........cocvciiveiiirieieiee e s 1,838 3,679
Board of Library COmMmMISSIONE...........ccoveriierieiesieieesiee e 9,714 6,875
Administration and finance................. e ——— 162,914 243,935
Energy and environmental affairs.......... e ————— 157,267 128,396
Early education & care......... e 461 -
Health and human services et 46,030 44,954
Transportation and public WOrKS............ccccviviieiiiieriiiieiese e, 32,825 55,589
Department of elementary and secondary education..............c.cc....... 926 389
Higher eduCation..........c.ccveiviinieieneceee e e ——— 40,535 27,389
Public safety and homeland security e ———— 21,704 28,713
Housing and economic development...........ccccevvieveieieisescieseseenenns 170,302 156,296
Labor and workforce development............ccoeveieveviiiiciesss e 10,846 -
Total eXPENAITUIES. .....cviveicesieieee e 687,789 711,973
Other financing uses:

Payments to refunded bond escrow agent...........ccoeveveiviievieiesereenenns - 491,560
Fringe benefit COSt aSSESSMENL..........coviirieiereeere e 12,936 9,175
Total other fiNaNCING USES........coviiiieirieiiereesese e 12,936 500,735
Total expenditures and other financing USES..........ccccoovvreirerenciirennn. 700,725 1,212,708
Excess (deficiency) of revenues and other financing

sources over expenditures and other financing USeS ............ccoccvuenee. 166,665 147,061
Fund balance (deficit) at beginning of year...........ccccocooiiniiiiinees (164,463) (311,524)
Fund balance (deficit) at end of year $ 2,202 $ (164,463)
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Capital Investment Trust Fund
Balance Sheet - Statutory Basis

June 30, 2008
(Amounts in thousands)

2008 2007
ASSETS
Cash and short-term iNVeStMENTS...........c.coeeeierieiiiniiesesss e $ - $ 46
TOLAI ASSELS ..t $ - $ 46
LIABILITIES AND FUND BALANCE
Liabilities:
Deficiency in cash and short-term investments...........ccccceceverenenenn, $ 98 $ -
ACCOUNES PAYADIE. .....coiiieiiiieiciee e - 46
Total labilities. .....ccvoveieieee e 98 46
Fund balance:
Unreserved fund balance (deficit):
UNAESIGNALEU.......eviviieiiiieiee e (98) -
Total fund balance (defiCit) ......c.ccoovviireninieeee (98) -
Total liabilities and fund balance............cccocoeeiiiiininns $ - $ 46
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Capital Investment Trust Fund
Statement Of Revenues, Expenditures And Changes In Fund Balance - Statutory Basis

Fiscal Year Ended June 30, 2008
(Amounts in thousands)

REVENUES AND OTHER FINANCING SOURCES

Revenues:

DepartMental.........cccoviviiiieieicee e

TOtAl TEVENUES......ooeieiei ettt e st e s sae e s eraeeeans

Other financing sources:

Proceeds of general and special obligation bonds ............cc.ccceuvnen.
Total other finaNCING SOUICES.........coveveieiieieceeee s

Total revenues and other financing SOUrCes...........ccoovvevvierereresnannns

EXPENDITURES AND OTHER FINANCING USES

Expenditures:

LU [Tt I YRS
Administration and fiNANCE.........cccooevie i

Total EXPENAITUIES. .. c.veveereeicese e

Other financing uses:

Operating tranSfers OUL...........ccoiviererieeeiinie e
Total other fiNaNCING USES.......cooiiieiriie e

Total expenditures and other finanCing USES..........ccvcvveivrieverievennnne.

Excess (deficiency) of revenues and other financing

sources over expenditures and other financing USES .........c..cccvven.
Fund balance (deficit) at beginning of year............cccccoceiniiiiinene.
Fund balance at end of Year.........ccccevvvievie i
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2008

2007

- $ -

- 358

- 358

- 358
98 320
- 38
98 358
98 358
(98) -
(98) $ -
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Convention and Exhibition Center Capital Fund
Balance Sheet - Statutory Basis

June 30, 2008
(Amounts in thousands)

2008 2007
ASSETS
Cash and short-term iNVESMENTS..........cccvevveieevieceeeeeeece e $ 11,893 $ 11,893
QLI UL T=L T $ 11,893 $ 11,893
LIABILITIES AND FUND BALANCE
Liabilities:
ACCOUNES PAYADIE. .......coiveeceeiee et $ - $ -
Total abilities......ccveiiiiiieicece e - -
Fund balance:
Reserved fund balance:
Reserved for capital Projects.........cccvvvrviereiineiineineeseesienens 11,893 11,893
Total fund balance (defiCit).......c..coovvivrieniiniieee e 11,893 11,893
Total liabilities and fund balancCe............coocveeiiiii i $ 11,893 $ 11,893
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Convention and Exhibition Center Capital Fund
Statement Of Revenues, Expenditures And Changes In Fund Balance - Statutory Basis

Fiscal Year Ended June 30, 2008
(Amounts in thousands)

REVENUES AND OTHER FINANCING SOURCES

Revenues:

MISCEIIANEBOUS. .....ccveeceee ettt

TOtAl FEVENUES......coeieeiie ettt ettt st ete e srae e e eraeeens

Other financing sources:

Proceeds of general and special obligation bonds ............ccccccevenee
Total other finaNCING SOUICES........ccvcvieieieieere e

Total revenues and other financing SOUrCeS...........ccoeveinierenenennns

EXPENDITURES AND OTHER FINANCING USES

Expenditures:

Administration and fiNANCe........c.cceveiiiiviceec e

Total XPENITUIES.......oieeiieirie e e

Other financing uses:

Payments to refunded bond escrow agent............cccooevoeveneiciencnnns
Total other fiNANCING USES.......cccvvvverierieeee i

Total expenditures and other finanCing USES...........ccovvverereeeniennenn

Excess (deficiency) of revenues and other financing

sources over expenditures and other financing USes .....................
Fund balance (deficit) at beginning of year............ccccocvvivverierienenn,
Fund balance (deficit) at end of year...........ccocooeicininiiiineeee
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2008 2007
- $ -

- 2,201

- 2,201

- 2,201

- (2,201)

11,893 14,094
11,893 $ 11,893
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Capital Improvements and Investment Trust Fund
Balance Sheet - Statutory Basis

June 30, 2008
(Amounts in thousands)

2008 2007
ASSETS
Cash and short-term iNVeStMENTS...........c.coeeeierieiiiniiesesss e $ - $ 281
TOLAI ASSELS ..t $ - $ 281
LIABILITIES AND FUND BALANCE
Liabilities:
Deficiency in cash and short-term investments............ccoceeereienenn, $ 102 $ -
ACCOUNES PAYADIE. .....coiiieiiiieiciee e 81 327
Accrued PaYIOll........ooooeeeeeec s - 2
Total labilities. ........ccovvriceec s 183 329
Fund balance:
Unreserved fund balance (deficit):
UNAESIGNALEU. ... .oveieiee e (183) (48)
Total fund balance (defiCit) ......ccocooeriviiiiiiei e, (183) (48)
Total liabilities and fund balance..........cccovvreeiiiinccieiie e $ - $ 281
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Capital Improvements and Investment Trust Fund
Statement Of Revenues, Expenditures And Changes In Fund Balance - Statutory Basis

Fiscal Year Ended June 30, 2008
(Amounts in thousands)

2008 2007
REVENUES AND OTHER FINANCING SOURCES
Revenues:
DEPAMENTAL.....ciiiiirerieeeeceeee ettt $ - $ -
TOLAl FEVENUES. ...ttt - -
Other financing sources:
Proceeds of general and special obligation bonds ...........cccccccvvenee. 87 4,256
BONA PreMIUMS....c.eiiiiieieiieseeeee et 2 -
Total other fiNaNCING SOUICES........ccvvivrererieeeece e 89 4,256
Total revenues and other financing SOUICES..........ccooevvreereenineninenn. 89 4,256
EXPENDITURES AND OTHER FINANCING USES
Expenditures:
Administration and fINANCE...........cccvrieriirneee e 68 147
Energy and environmental affairs...........cccocoovriiiiniiiinieee, 154 749
Total EXPENAITUIES. .....ecveiveieseeee e 222 896
Other financing uses:
Fringe benefit coSt aSSESSMENL.........cccevvirveieeie e 2 13
Total other fiNANCING USES........ccvvviirieireiese s 2 13
Total expenditures and other finanNCing USES........cccevvervevrvriereerienean, 224 909
Excess (deficiency) of revenues and other financing
sources over expenditures and other financing USES ..........ccccevnee. (135) 3,347
Fund balance (deficit) at beginning of year...........ccccoceoveineincenns (48) (3,395)
Fund balance (deficit) at end of year............ccocvveevvreveieie s $ (183) $ (48)
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Capital Expenditure Reserve Fund
Balance Sheet - Statutory Basis

June 30, 2008
(Amounts in thousands)

2008 2007
ASSETS
Cash and short-term iNVESIMENTS...........cccvevvvieeeieeeee e, $ - 3$ -
TOAL BSSELS.......vceieeeeee sttt $ - $ -
LIABILITIES AND FUND BALANCE
Liabilities:
Deficiency in cash and short-term investments...........c.cccvvceriiiieenn, $ 9,245 $ 17,760
ACCOUNES PAYADIE.......eeieeicece e - 3,625
Total laDilItiES....cvvvevieceee e 9,245 21,385
Fund balance:
Unreserved fund balance (deficit):
UNAESIGNALE. ......eiveieieeieiieiires e (9,245) (21,385)
Total fund balance (defiCit) ... (9,245) (21,385)
Total liabilities and fund balance..........c.cccovvviiciccic e $ - $ -
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Capital Expenditure Reserve Fund
Statement Of Revenues, Expenditures And Changes In Fund Balance - Statutory Basis

Fiscal Year Ended June 30, 2008
(Amounts in thousands)

REVENUES AND OTHER FINANCING SOURCES

Revenues:

Payments from authorities..........coovvieiciiiiesce e

TOtAl FEVENUES......eoiuviitiictii ettt sbe e

Other financing sources:

Operating tranSters iN..........ccocvveveeiesiesesece e s
Total other finaNCING SOUICES........coveirriiiee e

Total revenues and other financing SOUrCES..........ccoceevrvrevrieeniriennn

EXPENDITURES AND OTHER FINANCING USES

Expenditures:

Transportation and pUblic WOTKS...........cccvvieriiiiniineieese e

Total EXPENITUIES. .....evivieiiie i

Other financing uses:

Operating transfers OUL..........covuevveiiiiieneic e
Total other fiNANCING USES......ccevveviiiirieiciieseee e

Total expenditures and other financing USES............ccevvvevveenieiiriennas

Excess (deficiency) of revenues and other financing

sources over expenditures and other financing uses .............cccce....
Fund balance (deficit) at beginning of year...........c.cocovcvivinnnninns
Fund balance (deficit) at end of year..........cccccoevvveveveiiie s
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2008

12,500

12,500

12,500

360

360

360

12,140
(21,385)

(9,245)

2007

$ 25,100
25,100

25,100

48,610
48,610

48,610

(23,510)
2,125
$ (21,385)
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Highway Capital Projects Fund
Balance Sheet - Statutory Basis

June 30, 2008
(Amounts in thousands)

2008
ASSETS
Cash With fiscal ageNt.........ccccvvevieiiiiiiccc e, $ 154,990
TOLAL ASSEES. ...t ettt ettt et e et et et e e ret et e et e e aen $ 154,990
LIABILITIES AND FUND BALANCE
Liabilities:
Deficiency in cash and short-term investments...........ccccocveriennenns $ 367,191
ACCOUNES PAYADIE. .....ceiieieieeee s 69,144
AcCCrued PaYTOll.......ccco i 1,877
Total lHaDIITIES. ..o 438,212
Fund balance:
Reserved fund balance:
Reserved for debt SEIVICE........ocvvveiieieciiecie e 154,990
Unreserved fund balance (deficit):
UNAESIGNALEU.... ..o (438,212)
Total fund balance (defiCit).......c.ccovvvivrieriiniieee e, (283,222)
Total liabilities and fund balance..........cocveevveviieiiiicie e $ 154,990
Commonwealth of Massachusetts 272

2007

S 257672
S 257672

$ 109,403
54,721
1,953

166,077

257,672

(166,077)

91,595
S 257672
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Highway Capital Projects Fund
Statement Of Revenues, Expenditures And Changes In Fund Balance - Statutory Basis

Fiscal Year Ended June 30, 2008
(Amounts in thousands)

2008 2007
REVENUES AND OTHER FINANCING SOURCES
Revenues:
MISCEIIANEOUS........ooviivriee ittt ettt $ 31,031 $ 11,567
TOtAl FEVENUES. ...ttt e e e e 31,031 11,567
Other financing sources:
Proceeds of general and special obligation bonds ............cccccoeneenen. 422,137 707,356
BONd PreMIUMS. ..o 8,279 26,174
Proceeds of refunding bonds...........ccooveeviiiiiieniennnere e - 382,611
Total other finanCing SOUICES........coviveiiiiiiee e 430,416 1,116,141
Total revenues and other finanCing SOUICES.........cccooerveveeeinieienenns 461,447 1,127,708
EXPENDITURES AND OTHER FINANCING USES
Expenditures:
Treasurer and Receiver-General............coovevviiiiiiiiiine e, 10,711 -
ATOrNEY GENEIAL......cvieeiecee e 194 390
Administration and fiNaNCe..........ccccveviiieciiie e 500 1,370
Energy and environmental affairs.........cc.ccocoecevereieicieiecencee, 30,762 29,230
Transportation and public WOrKS.........cccccovviriennienneeeee 477,146 389,081
Debt service:
Principal retiremMent.........ccoviviiininessiie e 104,651 -
Interest and fiscal Charges..........ceovvvvvriere e 14,730 12,155
Total eXPENAITUIES.....ci i 638,694 432,226
Other financing uses:
Payments to refunded bond escrow agent...........cocveevvivriierineninienns - 382,611
Fringe benefit COSt aSSESSMENL..........ccvevriiiie e 25,779 20,980
State share of federal highway ..........cccocoiiviiininnic 168,180 211,174
Operating tranSfers OUL...........ccooiiieineiiceee e 3,611 701
Total other finanCiNgG USES.........ccvvviriririiieniieses s 197,570 615,466
Total expenditures and other financing USES..........cccoceververveieevennne. 836,264 1,047,692
Excess (deficiency) of revenues and other financing
sources over expenditures and other financing USes ...........c.cc.c..... (374,817) 80,016
Fund balance (deficit) at beginning of year..........c.cccoeoevereiccnenns, 91,595 11,579
Fund balance (deficit) at end of year.........c.cccoovevveninciieneniee, $ (283,222) $ 91,595
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Federal Highway Construction Program Capital Projects Fund
Balance Sheet - Statutory Basis

June 30, 2008
(Amounts in thousands)

2008 2007
ASSETS
Cash and short-term INVESTMENTES. .......ccveeiieiie e $ 8,283 $ 3,418
Dug from other fUNS..........cceiiiiiiieiec e 65,060 74,582
TOLAl ASSELS.....viviieeieieeee ettt $ 73,343 $ 78,000
LIABILITIES AND FUND BALANCE
Liabilities:
ACCOUNES PAYADIE...........cvveeeeee et $ 67,525 $ 73,827
ACCIUE PAYTOIL...cviiiiiiieeece s 674 6
Total [ADITIES. . ..o 68,199 73,833
Fund balance:
Reserved fund balance:
Reserved for capital Projects.........coccovviiiineinninsineeneeene 5,144 4,167
Total fund balance (defiCit).......cc.coovriiniiniiiienieeeeee, 5,144 4,167
Total liabilities and fund balancCe...........cocoveeieieiieee e $ 73,343 $ 78,000
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Federal Highway Construction Program Capital Projects Fund
Statement Of Revenues, Expenditures And Changes In Fund Balance - Statutory Basis

Fiscal Year Ended June 30, 2008
(Amounts in thousands)

2008 2007
REVENUES AND OTHER FINANCING SOURCES
Revenues:
Federal grants and reimbursemMents...........coccvevrvrisieerernriseeieinnenienas $ 672 $ 913
Departmental..........cocoiieiiiiiieee 305 407
MISCEIIANEOUS. ...ttt - 23,672
B 0] = I =AY 410 T 977 24,992
Other financing sources:
Federal reimbursement transfers in..........cccoovevernnneiicnncccen 326,358 332,244
State share of federal highway construction..............cccceeveevrivrnnenns, 168,180 211,174
Total other finaNCiNg SOUICES........cooveriveriie e 494,538 543,418
Total revenues and other finanCing SOUICES..........ccvvvivvivreriereienins 495,515 568,410
EXPENDITURES AND OTHER FINANCING USES
Expenditures:
Secretary of the Commonwealth...........ccccovivriinninninii e 118 167
ATOINEY GENEIAL......ccviieiiieiee e 666 902
Energy and environmental affairs.........c.ccocoviinineinniiiinnies 780 1,289
Transportation and public WOrKS.........c..ccoevvevivnieneieneiseeeceeees 482,190 557,030
Public safety and homeland SECUritY........c.cccvrviirriinniiniiiie e 794 1
Housing and economic development...........ccovererierinenineneneenne 281 223
Total eXPENITUIES......veiieeirieicieiie e 484,829 559,612
Other financing uses:
Fringe benefit COSt aSSESSMENL........ccccviriieriiiirires e 9,709 7,635
Total other fiINaNCING USES........ccvvvrirrrerereeee e 9,709 7,635
Total expenditures and other financing USES..........ccovvveriririiiiiniennns 494,538 567,247
Excess (deficiency) of revenues and other financing
sources over expenditures and other financing USeS ...........c.coe..... 977 1,163
Fund balance (deficit) at beginning of year...........cccccoevvoviivicvinnenn, 4,167 3,004
Fund balance (deficit) at end of year.........ccocooevevereiciniecece $ 5,144 $ 4,167
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Central Artery Statewide Road and Bridge Infrastructure Fund
Balance Sheet - Statutory Basis

June 30, 2008
(Amounts in thousands)

2008 2007
ASSETS
Cash and short-term iNVESTMENLS..........c.eeeeieeee e $ 83,521 $ 120,585
QI UL T=L T $ 83,521 $ 120,585
LIABILITIES AND FUND BALANCE
Liabilities:
ACCOUNLS PAYADIE..........oeeeeeieceieeteiete et $ - $ 8,807
Total Habilities......coveiiiiieicece e - 8,807
Fund balance:
Reserved fund balance:
Reserved for capital Projects.........ccooevevveerieniiesiese e 83,521 111,778
Total fund balance (defiCit) ......ccccooeriiiriiiiii e, 83,521 111,778
Total liabilities and fund balancCe............cooooeeiiiii i $ 83,521 $ 120,585
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Central Artery Statewide Road and Bridge Infrastructure Fund
Statement Of Revenues, Expenditures And Changes In Fund Balance - Statutory Basis

Fiscal Year Ended June 30, 2008
(Amounts in thousands)

2008 2007
REVENUES AND OTHER FINANCING SOURCES
Revenues:
DEPAMENTAL .....cvieiicieisieeee e $ 19,848 $ -
IMISCEILANEBOUS. ... vttt e st e e s eree e 4,003 6,811
TOLAl FEVENUES. ...ttt 23,851 6,811
Other financing sources:
Operating tranSfers iN.........cocooevieierene e 19,491 26,281
Total other finaNCiNg SOUICES........coovveriiieriie e 19,491 26,281
Total revenues and other finanCing SOUICES..........ccovvvvvevrerererenins 43,342 33,092
EXPENDITURES AND OTHER FINANCING USES
Expenditures:
Energy and environmental affairs..........ccccoooovoninininininineen - 240
Transportation and public WOrKS..........ccovverivinnennienseneen 71,599 25,767
Total XPENAITUIES. ......eoeeieeeei e 71,599 26,007
Other financing uses:
Fringe benefit COSt aSSESSMENL........ccoiriieriiiireree s - 29
Total other fiINANCING USES.......cocviirireieieeeeesee e - 29
Total expenditures and other financing USES.........c.coovvveririiineiininnnns 71,599 26,036
Excess (deficiency) of revenues and other financing
sources over expenditures and other financing USeS ...........c.coce..... (28,257) 7,056
Fund balance (deficit) at beginning of year............cccccoevvoviivvrinnens, 111,778 104,722
Fund balance (deficit) at end of year.........cocooevviecicnincece $ 83,521 $ 111,778
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Government Land Bank Capital Projects Fund
Balance Sheet - Statutory Basis

June 30, 2008
(Amounts in thousands)

2008
ASSETS
Cash and short-term INVESIMENTS..........cceiveevviiieiri e $ -
TOLAl ASSELS.....viviieieeiiiee ettt $ -
LIABILITIES AND FUND BALANCE
Liabilities:
Deficiency in cash and short-term investments...........cccccocvvevrevrenee, $ 9,653
ACCOUNES PAYADIE. ..ot 5,347
Total [ADITIES. . ..o 15,000
Fund balance:
Unreserved fund balance (deficit):
UNAESIGNALE. ... it (15,000)
Total fund balance (defiCit).......cc.coovriininiiiieneeeeeeee, (15,000)
Total liabilities and fund balance.............cccccoviveviiiiiecicecce e $ -
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2007

$ -
$ -
$ 15,000
13,073

28,073

(28,073)

(28,073)

$ -
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Government Land Bank Capital Projects Fund
Statement Of Revenues, Expenditures And Changes In Fund Balance - Statutory Basis

Fiscal Year Ended June 30, 2008
(Amounts in thousands)

2008 2007
REVENUES AND OTHER FINANCING SOURCES
Revenues:
DEPAMMENTAL ....c.cvveeeceeeeeeeecee ettt $ - $ -
TOLAl FEVENUES. ..ottt - -
Other financing sources:
Proceeds of general and special obligation bonds ..............ccccceene.e. 18,066 -
BONd PremilmS......ccoviiieirieiieee e 354 -
Total other finaNCING SOUICES.........cciieierieieeieee e 18,420 -
Total revenues and other financing SOUrCeS.........c.cocveriverinerinienenn 18,420 -
EXPENDITURES AND OTHER FINANCING USES
Expenditures:
Administration and fiNANCE............coueiiieiee et 5,347 13,073
Total eXPENUITUIES.......cviveirieiiere e 5,347 13,073
Other financing uses:
Payments to refunded bonds €SCrOW...........cccvevereeieieisene e - -
Total other fiNANCING USES.......coovirrireiieineese s - -
Total expenditures and other financing USES..........cccvevveivrvevnnrennnnn 5,347 13,073
Excess (deficiency) of revenues and other financing
sources over expenditures and other financing USeS ..........c.coce..... 13,073 (13,073)
Fund balance (deficit) at beginning of year............ccoccocvveviivnivinnenns, (28,073) (15,000)
Fund balance (deficit) at end of year..........cccovveeiviirrseeieiisnns $ (15,000) $ (28,073)
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Local Capital Projects Fund
Balance Sheet - Statutory Basis

June 30, 2008
(Amounts in thousands)

2008 2007
ASSETS
Cash and short-term INVESTMENTS. .......ccveeiieiie e $ 1,607 $ 1,234
TOLAL BSSELS. ... veeeeeee et ettt e e e et et e et e et e et eereeeeeseeeeeeneeeenens $ 1,607 $ 1,234
LIABILITIES AND FUND BALANCE
Liabilities:
ACCOUNES PAYADIE.........ocveeeeeeeeeeceeecetce e $ 2,271 $ 997
ACCIUE PAYTOIL..ccuiiiiieiieeeee s - 27
Total [ADITIES. . ..o 2,271 1,024
Fund balance:
Reserved fund balance:
Reserved for capital Projects.........coccovviiiineienerineineeneeees - 210
Unreserved fund balance (deficit):
UNAESIGNALE. ... i (664) -
Total fund balance (defiCit) .........coccoveriiiiiii e (664) 210
Total liabilities and fund BalanCe..........c.oveeieeiieeee e $ 1,607 $ 1,234
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Local Capital Projects Fund
Statement Of Revenues, Expenditures And Changes In Fund Balance - Statutory Basis

Fiscal Year Ended June 30, 2008
(Amounts in thousands)

2008 2007
REVENUES AND OTHER FINANCING SOURCES
Revenues:
Federal grants and reimburSemMents..........ccovcervereenniensiensessieens $ - $ -
TOtAl FEVENUES. .....cveeeieeieeee sttt e - -
Other financing sources:
Proceeds of general and special obligation bonds .............ccccceeveene. 9,357 24,028
2T 1o o] =10 1T 184 -
Proceeds of refunding bonds...........cccoceriviiiiineineieeen - 656,387
Total other finaNCING SOUICES.........ecirererieeeieee e 9,541 680,415
Total revenues and other financing SOUrCES...........covvervierineninienenn 9,541 680,415
EXPENDITURES AND OTHER FINANCING USES
Expenditures:
JUAICIANY ..o 152 245
Treasurer and ReCeiVer-General.........ccocveeevicviciie e 5,637 5,946
ALLOINEY GENETAL......cviviieiiieiiee s 90 -
Administration and fiNanNCe..........cocererireneree e 411 595
Energy and environmental affairs.........c.ccocoviininniniiiiinnnes 3,684 2,556
Public safety and homeland SECUritY..........cccoeirrieneinciice e 394 -
Total eXPENITUIES......veviviieieiciece e 10,368 9,342
Other financing uses:
Payments to refunded bond escrow agent...........ccccocevvieiiieinenninne, - 656,387
Fringe benefit COSt 8SSESSMENL........ccccirviiriiiireeece e 47 51
Total other fiNANCING USES.......ovivireireiieiseeseese s a7 656,438
Total expenditures and other financing USES...........cccvveriririneiiniennns 10,415 665,780
Excess (deficiency) of revenues and other financing
sources over expenditures and other financing USeS .........cc.ccoceeene (874) 14,635
Fund balance (deficit) at beginning of year............cccccocvvoviievvinnens, 210 (14,425)
Fund balance (deficit) at end of year.........ccocoeevvrerecciniecece $ (664) $ 210
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Fiduciary
Fund Types

The Fiduciary Funds are used to account for assets held
by the Commonwealth in a trustee capacity or as an agent
for individuals, private organizations or other
governments. The funds include Expendable and Non —
Expendable Trust Funds, Pension Funds, as well as
Agency Funds.

EXPENDABLE TRUST FUNDS:

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

Revolving Loan Fund — to account for Federal grants,
investment and interest income to be expended for loans
to non-profit private entities to establish housing for
individuals recovering from alcohol or drug abuse and for
loans to local housing authorities.

Expendable Trust Fund - Internal — to account for
various gifts, bequests or contributions held by the
Commonwealth, solely for the benefit of Commonwealth
entities, of which both principal and interest may be
expended for purposes designated by the donor.

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

NONEXPENDABLE TRUST FUNDS:
Nonexpendable Trust Fund — to account for various gifts
and bequests held by the Commonwealth, of which only

the income may be expended for purposes specified by
the donor.

Commonwealth of Massachusetts
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POST -
FUNDS:

EMPLOYMENT BENEFITS TRUST

Pension Trust Funds — to account for the assets,
liabilities and fund balances held in trust by the State
Employees’, State Teachers’ Retirement Systems and the
State — Boston Retirement System for the payment of
retirement, disability and death benefits to members of
these retirement systems.

State Retiree Benefits Trust Fund — to account for the
assets, liabilities and fund balances held in an irrevocable
trust by the Commonwealth solely for the purpose of
payment of the costs of health care and other non-pension
benefits (OPEB) for retired members of the state
retirement system. The Group Insurance Commission is
responsible for administering the payment of, and
determining the terms, conditions, schedule of benefits,
carriers and eligibility for, health care and other non-
pension benefits for retired members of the state
retirement system.

AGENCY FUNDS:

Agency Funds — to account for cash, investments held or
managed by the Commonwealth on behalf of others.
These include the investments made by cities, towns and
local authorities in the Municipal Depository Trust,
employees’ contributions to the deferred compensation
plan, annuity contracts held for lottery prize winners,
local option taxes collected but not yet remitted, assets
held in escrow accounts by the Commonwealth’s court
system and human service departments, child support
payments collected or receivable and not yet remitted to
custodial parents, and deposits required from insurance
companies and similar organizations.
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Fiduciary Fund Types
Combining Balance Sheet - Statutory Basis

June 30, 2008
(Amounts in thousands)

Post - Employment

Expendable Nonexpendable Benefit
Trust Funds Trust Funds Trust Funds
ASSETS
Cash and short-term iNVEStMENLS..........c..ccoveveeririereiiieriecee e $ 496,053 $ 5,834 $ 54,404
Cash on deposit With U.S. Treasury.......c.coueerrrrerinnnieeinneeesesseieeens 1,412,712 - -
INVESEMENTS. ..ottt ettt n - - 44,863,921
ASSELS NEI IN TTUSE......evieie e - - -
Other receivables, net of allowance for uncollectibles.............ccccccvvervennne 9,194 - -
TOAl ASSELS......vcvivieiietetce et $ 1,917,959 $ 5,834 $ 44,918,325
LIABILITIES AND FUND BALANCES
Liabilities:
ACCOUNTS PAYADIE. ...t $ 53,975 $ - $ 34,921
ACCTUE PAYTOIL.....coiiiiciiiicc s 1,129 - -
AGENCY lTabilITIES. .....cviiiciic e - - -
Due to cities and towns.. . - - -
Due to other funds.......... 5,609 - -
Total liabilities...... 60,713 - 34,921
Fund balances:
Reserved for:
Employees' post - employment benefits............ccccoereeiiinnscnennn - - 44,883,404
Unemployment Benefits..........ccccoiiriiinininneeieee e 1,404,947 - -
Unreserved:
Designated for Specific PUrPOSE..........ccourvrireeririreeeee e 452,299 5,834 -
Total fund BalanCes..........ccccevviiiieicice e e, 1,857,246 5,834 44,883,404
Total liabilities and fund balances............cccceeiviiccieniscee e, $ 1,917,959 $ 5,834 $ 44,918,325

See independent auditors' report
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Totals

(Memorandum only)

Agency
Funds 2008 2007
$ 408,907 $ 965,198 $ 923,486
- 1,412,712 1,257,898
- 44,863,921 46,406,438
778,156 778,156 867,785
- 9,194 7,178
$ 1,187,063 $ 48029181 $ 49,462,785
$ 44,693  $ 133,589 $ 135,639
- 1,129 858
1,072,040 1,072,040 1,183,241
70,330 70,330 51,565
- 5,609 -
1,187,063 1,282,697 1,371,303
- 44,883,404 46,432,275
- 1,404,947 1,257,898
- 458,133 401,309
- 46,746,484 48,091,482
$ 1,187,063 $ 48,029,181 $ 49,462,785
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Expendable Trust Funds
Combining Balance Sheet - Statutory Basis

June 30, 2008
(Amounts in thousands)

Totals
(Memorandum only)
Unemployment
Expendable Compensation
Trusts Trust 2008 2007
ASSETS

Cash and short-term investments..........cccceeeerrnnrinererenennns $ 496,053 $ - $ 496,053 $ 444441
Cash on deposit With U.S. Treasury.......c.ccoeeeevnnvcrennnecnns - 1,412,712 1,412,712 1,257,898
Other reCeiVabIES.........cooviiiiirrct e 9,194 - 9,194 7,178

TOTAl SSELS. ..ttt $ 505,247 $ 1,412,712 $ 1,917,959 $ 1,709,517

LIABILITIES AND FUND BALANCES

Liabilities:

Accounts Payable...........ovriiiiee $ 46,210 $ 7,765 $ 53,975 $ 55,286

Accrued Payroll..........occoooioiciiiiiee e 1,129 - 1,129 858

Dug to other fuNdS........ccccveveviieiiiicececece e 5,609 - 5,609 -

Total Habilities.........ccvcviiiieciecece e 52,948 7,765 60,713 56,144
Fund balances:

Reserved for:

Unemployment benefits..........ccooveiinincinnncicinn - 1,404,947 1,404,947 1,257,898
Unreserved:
Designated for Specific purpose.........c.coceoeevvrvcennnceens 452,299 - 452,299 395,475

Total fund balanCes............coevrvnicenincnce e 452,299 1,404,947 1,857,246 1,653,373

Total liabilities and fund balances............ccccceceveiinirrnieninnnnnn. $ 505,247 $ 1,412,712 $ 1,917,959 $ 1,709,517

See independent auditors' report
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Expendable Trust Funds
Combining Statements Of Revenues, Expenses And Changes In Fund Balances - Statutory Basis

Fiscal Year Ended June 30, 2008
(Amounts in thousands)

Totals
Unemployment (Memorandum only)
Expendable Compensation
Trusts Trust 2008 2007
REVENUES AND OTHER FINANCING SOURCES
Revenues:
TAXES. cvuvvvrerereret ettt $ - $ 1,542,900 $ 1,542,900 $ 1,622,561
ASSESSIMENTS....covveiierieerieeiie e 55,948 - 55,948 54,893
Federal grants and reimbursements... . 32,071 38,891 70,962 50,440
Departmental..........cccovcviiiieiriciiiee e 65,899 94,584 160,483 145,848
Miscellaneous.... 275,101 62,559 337,660 377,080
Total revenues... 429,019 1,738,934 2,167,953 2,250,822

Other financing sources:
Operating transfers iN.........ccoccceveeieiiinccrse s 8,739 - 8,739 10,162

Transfer for Bay State Competitiveness Investment 10,000 - 10,000 -
OthEI SOUICES......veeeieririiiisieeeieieie et 71 - 71 92
Total other financing SOUICES..........ccooevieernenireieeees 18,810 - 18,810 10,254
Total revenues and other financing Sources............c.ccceeveueuee. 447,829 1,738,934 2,186,763 2,261,076

EXPENDITURES AND OTHER FINANCING USES

Expenditures:
JUAICIANY ..vvviviieeeee e 448 - 448 219

Secretary of the Commonwealth... - - - 18
Treasurer and Receiver-General ... . 62,893 - 62,893 67,080
Auditor of the Commonwealth.............ccccovvrrrnnnniciciciiniens 70 - 70 78
ATOrNEY GENETal.......ccoviveviiciiiciisee s 4,100 - 4,100 5,399
District Attorney....... . 6,376 - 6,376 5,897
Sheriff's Departments..................... . 252 - 252 611
Board of Library Commissioners.............ccovevvvieerieiesveennans 21 - 21 98
COMPLIOHIET . ...cvivcicee s 35 - 35 -
Administration and finance........ 9,141 - 9,141 10,069
Energy and environmental affairs.. 31,646 - 31,646 33,550
Health and human services............ . 39,438 - 39,438 31,672
Transportation and public WOrks..........cc.ccceveivceiicinicenn, 644 - 644 421
Executive Office of Education:

Department of elementary and secondary education........... 5,637 - 5,637 5,004

Higher education 6,628 - 6,628 5,720
Public safety and homeland Security...........ccocccovvvevivieeiierennne 44,558 - 44,558 58,919
Housing and economic development............ccccocveveeieviceninn, 22,931 - 22,931 1,120,803
Labor and workforce development.... 45,096 1,591,885 1,636,981 382,607
Total eXPENAItUES.........cveviieiiieiiie e 279,914 1,591,885 1,871,799 1,728,165

Other financing uses:

Fringe benefit cOSt aSSESSMENL..........cvcviicviiiiiiviceicee e 10,482 - 10,482 7,594
Operating transfers OUL.............cccevveeriereiieisceseseeseeeenas 100,609 - 100,609 127,842
Total other finaNCING USES.........ccovevreriiiniieerre e, 111,091 - 111,091 135,436
Total expenditures and other financing USES...........ccccccvvvevenee 391,005 1,591,885 1,982,890 1,863,601
Excess and other financing sources

over expenditures and other financing uses.............c.cccovu.n. 56,824 147,049 203,873 397,475
Fund balances at beginning of year...........ccceecevvvevivciiienenns 395,475 1,257,898 1,653,373 1,255,898
Fund balances at end of Year...........ocovvveeiiinnnvsceeeene, $ 452,299 $ 1,404,947 $ 1,857,246 $ 1,653,373

See independent auditors' report
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Expendable Trust Fund - External
Balance Sheet - Statutory Basis

June 30, 2008
(Amounts in thousands)

ASSETS
Cash and short-term iNVESIMENTS.............ccveieeeiece et
Other rECRIVADIES. ........cveieeieveecteecte ettt ns
B 0] = LI EISTC] £SO

LIABILITIES AND FUND BALANCES

Liabilities:
Accounts payable
Accrued payroll.........

DUE 10 Other FUNAS......ccviiveciece ettt

Total lADIITIES. ...ccveivecie ettt ere e

Fund balance:
Unreserved fund balance (deficit):

Designated for Specific PUIPOSE........ccoeoireririiiere e
Total fund balances (defiCit)..........ccovriiiiireiiie e

Total liabilities and fund balanCes............ccoevveieiceece et

Commonwealth of Massachusetts
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2008

464,119
9,194

473,313

45,330
978
5,609

51,917

421,396
421,396
473,313

2007

$ 412,544
7,178

$ 419,722

$ 54,430
736

55,166

364,556
364,556
S mor»
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Expendable Trust Fund - External
Statement Of Revenues, Expenditures And Changes In Fund Balances - Statutory Basis

Fiscal Year Ended June 30, 2008

(Amounts in thousands)

REVENUES AND OTHER FINANCING SOURCES

Revenues:

AASSESSIMIENTS. ... ceveeteeeite e sttt e et e e st e st e e te e e reesareebeesreeesbeesabe e teeebeesareebeesrneenreeans

Federal grants and reimbursements
DepartMeNntal..........cccciiiieiicic e

MISCEIIANEOUS.......vecveceectiete ettt st s sb e ra s beeseesre e

TOLAL FEVENUES.....cveeeeicteceie ettt sttt sttt sb e se e sbestesreeseesbeebesbeeseesreens

Other financing sources:

Operating tranSfers IN.........cccoieiiiie e
Transfer for Bay State Competitiveness Investment

Total other financing sources

Total revenues and other fi

nancing SOUICES......cviiiiiiiiiiii

EXPENDITURES AND OTHER FINANCING USES

Expenditures:

JUAICIANY ...ttt sttt e e be et et e s ae st e e et ernane s

Secretary of the Commonwealth

Treasurer and Receiver-Ge

neral .....cceeeevvevnenenn
Auditor of the Commonwealth

ALEOINEY GENEIAL.......cuiiiiiiiiiiieie e

D) (g T AN 1 (0] 312

Sheriff's DEPArtMENTS......cciiiireiiieeei e sb e
HONBTS. ..ttt ettt be b

Board of Library Commiss

COMPLIOIIEI.....coceicece e bbb ens

Administration and finance
affairs.......ccocovnnee
Housing and community development

Energy and environmental

Health and human services

Transportation and public works

Department of elementary and secondary education..............cccceverevevierveniennnns
HIGhEr EAUCALION. ... ...t

Public safety and homeland security.
Housing and economic development
OPMENt.....cocvevrrrrnnen.

Labor and workforce devel

TOtal EXPENAITUIES. .....cvieeeiieeeeeees et

Other financing uses:

Fringe benefit cost assessment

Operating tranSfErs OUL...........covrieiririisei et

Total other fiNANCING USES........ceovieiireree et

Total expenditures and other financing uses

Excess (deficiency)of revenues and other financing sources

over expenditures and other financing uses
Fund balances (deficit) at beginning of year
nd of year.................

Fund balances (deficit) at e
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2008

8,739
10,000

18,739
433,932

448

62,380
70
1,926
6,140
238

21

35
7,147
30,004

36,409
596
5,637
6,628
44,542
22,430
45,096

269,747

8,877
98,468

107,345
377,092

56,840
364,556
421,396

2007

$ 54,561
16,734

60,201

318,506

450,002

10,152

10,152
460,154

219

18
66,673
78
2,039
5,624
605

98

5,174
32,711
7,136
29,515
414
5,004
5,720
58,919
46,212
13,366

279,525

6,623
126,453

133,076
412,601

47,553
317,003
§ 364556

Statutory Basis Financial Report



Revolving Loan Fund
Balance Sheet - Statutory Basis

June 30, 2008
(Amounts in thousands)

ASSETS

Cash and short-term iNVESIMENTS.............ccveieeeiece et

B 0] = LI EXSTC] £ RSSO

LIABILITIES AND FUND BALANCES

Liabilities:

ACCOUNES PAYADIE. ...

Total lADIITIES. ...ecvviivecee ettt re e

Fund balance:
Unreserved:

Designated for Specific PUIPOSE.........coeeiieriiiiire e
Total fund balances (defiCit)..........ccoviirriiriiiiec e

Total liabilities and fund DalanCes............cccevveieeceece e
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4,460

4,460

4,460

4,460

4,460

2007
$ 5,499
$ 5,499
$ -
5,499
5,499
$ 5,499
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Revolving Loan Fund

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

Fiscal Year Ended June 30, 2008

(Amounts in thousands)

REVENUES AND OTHER FINANCING SOURCES

Revenues:
MISCEIANEOUS.......cvieeeei ittt sttt s enas $

TOAI FEVEINUES. ...t ettt ettt ettt ettt e b ete e saeebeeee e,

Other financing sources:
OENET SOUICES.....cvvreieieiereteere et

Total other fiNANCING SOUICES. ......cviuireeireieie e
Total revenues and other finanCing SOUICES..........cccceereiereneieneieeseeees

EXPENDITURES AND OTHER FINANCING USES

Expenditures:
Housing and economic development....

TOtal EXPENAILUIES. ..ot

Other financing uses:
Operating tranSfers OUL...........ccovreiireiere s

Total other financing uses

Total expenditures and other financing uses

Excess (deficiency)of revenues and other financing sources
over expenditures and other financing USES..........ccoceevvereiirieieseiesesienen,

Fund balances (deficit) at beginning of year
Fund balances (deficit) at end of Year..........cccoeoviiiiiciiiiceee $
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2008

274
274

71
71
345

2007

$ 460
460

92
92
552

814
814
814

(262)
5,761
$ 5,499
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Expendable Trust Fund - Internal

Balance Sheet - Statutory Basis

June 30, 2008
(Amounts in thousands)

ASSETS

Cash and short-term iNVESIMENTS.............ccveieeeiece et

B 0] = LI EXSTC] £ RSSO

LIABILITIES AND FUND BALANCES

Liabilities:

ACCOUNES PAYADIE. ...
ACCIUE PAYTOIL. ...t e

Total lADITTIES. ...ccveiveeee ettt

Fund balance:
Unreserved.:

Designated for SpecifiC PUIPOSE........ccevverieiiiice e
Total fund balances (defiCit)..........ccovvireiiiiiiiiircisec s

Total liabilities and fund balances

Commonwealth of Massachusetts
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2008

27,474
27,474

880
151

1,031

26,443
26,443
27,474

2007

S 26398
S 26398

$ 856
122

978

25,420
25,420
S 263%
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Expendable Trust Fund - Internal
Statement Of Revenues, Expenditures And Changes In Fund Balances - Statutory Basis

Fiscal Year Ended June 30, 2008

(Amounts in thousands)

2008
REVENUES AND OTHER FINANCING SOURCES
Revenues:
AASSESSIMIBNTS. ...ttt b b bbb bt et ne e e e 84
Departmental......... 5,386
Miscellaneous 8,082
TOtAl FEVENUES. ...ttt ettt ettt et e e s be s s be e s b e s s st e s s baseneas 13,552
Other financing sources:
Operating tranSfers IN..........coooireieee e -
Total other financing sources -
Total revenues and other financing SOUICES...........covereerienineneceeieen, 13,552
EXPENDITURES AND OTHER FINANCING USES
Expenditures:
Treasurer and Receiver-General...........coccoeoieiiiieiene e 513
Attorney General ... 2,174
District AttOrNeY.......cccoeeivrercieneiserienns 236
Sheriff's Departments..........cccoevreerernicreieniene 14
Administration and finance..........cccocevvvvvireennen. 1,994
Energy and environmental affairs 1,642
Health and human services................ 3,029
Transportation and public works.......... 48
Public safety and homeland SECUMtY.........cooiieierensiencinereeeeeeeas 16
Housing and economic development.............ccocooeiieinennc e 501
TOtal EXPENAILUIES. ..ot 10,167
Other financing uses:
Fringe benefit oSt aSSESSMENL..........cccviiiieiiircicees e 1,605
Operating transfers out 757
Total other fiNANCING USES......c.coireiieieieee e 2,362
Total expenditures and other finanCing USES.........ccccovrerireneieieninenenns 12,529
Excess (deficiency)of revenues and other financing sources
over expenditures and other financing uses 1,023
Fund balances (deficit) at beginning of year...........cc.ccocevvvieveiiciiienenns 25,420
Fund balances (deficit) at end of Year..........c.ccoeoiveinineineiereseceens 26,443
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2007

$ 332
7,708
9,911

17,951

10

10

17,961

407
3,360
273

4,895

839
2,157

235

12,179

971
575

1,546

13,725

4,236
21,184

$ 25,420
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Unemployment Compensation Fund
Balance Sheet - Statutory Basis

June 30, 2008
(Amounts in thousands)

2008 2007
ASSETS
Cash on deposit With U.S. Treasury........ccccccoeorerrineise e $ 1,412,712 $ 1,257,898
TOLAL ASSEES....eeiiveieieiii ittt ettt e et e s te et s e b e e e st e s s be s s b ee e sbaeesbessebeneans $ 1,412,712 $ 1,257,898
LIABILITIES AND FUND BALANCES
Liabilities:
ACCOUNES PAYADIE. ..ottt enae et $ 7,765 $ -
Total HADITIES. ...ccveiiieie et 7,765 -
Fund balance:
Reserved for:
Unemployment Denefits.........c.ccoieiiieriiieice e 1,404,947 1,257,898
Total fund balances (defiCit)..........ccovriiiiriiiiic e 1,404,947 1,257,898
Total liabilities and fund balanCes............cocoecieiiieicie e $ 1,412,712 $ 1,257,898
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Unemployment Compensation Fund
Statement Of Revenues, Expenditures And Changes In Fund Balances - Statutory Basis

Fiscal Year Ended June 30, 2008

(Amounts in thousands)

2008
REVENUES AND OTHER FINANCING SOURCES
Revenues:
T AKES et e et e et e e e e e et et et ee e et et e e e et e et eer e e e et et et et e et e rrerrenreereaeaeans $ 1,542,900
Federal grants and reimbursements 38,891
DePArtMENTAL.....ceeuiieiieie e 94,584
MISCEITANEBOUS..... .ottt ettt ettt e e st e e s aa e s sbae e sreaeeaes 62,559
Total revenues 1,738,934
Other financing sources:
Operating tranSfers IN..........ccooiieiie s -
Total other fiNANCING SOUICES.......cviuiieeirie et -
Total revenues and other finanCing SOUICES..........cccceereiereneieneieeseeees 1,738,934
EXPENDITURES AND OTHER FINANCING USES
Expenditures:
Housing and economic development...........cooereiienrieneinienne e -
Labor and workforce development.............ccccerciiieiniencieneneeeeeeee 1,591,885
TOtal EXPENAILUIES. .....eeeeieiieie et 1,591,885
Other financing uses:
Operating transfers out -
Total other fiNANCING USES......c..ciiieiiiiiciiei e, -
Total expenditures and other financing USES.........cc.cooveeveieiericenieiesenne 1,591,885
Excess (deficiency)of revenues and other financing sources
over expenditures and other finaNCING USES..........ccoeoireiereieiencieneeeens 147,049
Fund balances (deficit) at beginning of year...........cccooeiieneincnnencenns 1,257,898
Fund balances (deficit) at end of year.........c.cccoeevveviivcisiencceecee $ 1,404,947
Commonwealth of Massachusetts 295

2007

$ 1,622,561
33,706
77,939
48,203

1,782,409

1,782,409

1,067,220
369,241

1,436,461

1,436,461

345,948
911,950
$ 1,257,898
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Nonexpendable Trust Fund
Balance Sheet - Statutory Basis

June 30, 2008
(Amounts in thousands)

ASSETS

Cash and short-term iNVESIMENTS.............ccveieeeiece et

B 0] = LI EXSTC] £ RSSO

LIABILITIES AND FUND BALANCES

Liabilities:

ACCOUNES PAYADIE. ...

Total lADIITIES. ...ecvviivecee ettt re e

Fund balances:
Reserved for:

Designated for Specific PUIPOSE.........ccoeoireriiiriere e
Total fund balances (defiCit)..........ccorirririiiic e

Total liabilities and fund DalanCes............cocevveieiieece e

Commonwealth of Massachusetts
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2008

5,834
5,834

5,834
5,834
5,834

2007

$ 5,834
$ 5,834

5,834
5,834
$ 5,834
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Nonexpendable Trust Fund
Statement Of Revenues, Expenses And Changes In Fund Balances - Statutory Basis

Fiscal Year Ended June 30, 2008
(Amounts in thousands)

2008 2007

REVENUES
Revenues:

INVESTMENT BAIMINGS. ......ieieiieieeieree ettt $ - $ -

TOAl FEVENUES. ....c.veeveete ettt ettt st sbeeste e saeeteeae e, - -
EXPENSES
Expenses:

Treasurer and RECEIVEr-GENEral...........ccovevuvieeiieieeee et - -

Total expenses

Excess (deficiency) of revenues OVer eXPenSES........ccoereereereereeeseeneeeenen. - -
Fund balances (deficit) at beginning of year..........c.ccoeoeoviieiniiniencen. 5,834 5,834
Fund balances (deficit) at end of year..........cccoeoiiiiiciniicee $ 5,834 $ 5,834
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Post - Employment Benefit Trust Funds
Combining Statements of Net Assets Available for Post - Employment Benefits - Statutory Basis

June 30, 2008
(Amounts in thousands)

Totals
Pension Trust Funds (Memorandum only)
State State
Employees' Teachers' Retiree
PERS PERS Benefits 2008 2007
ASSETS
Cash and short-term investments..............coccvrieeeennnns $ 32,514 $ 21,890 $ - $ 54,404  $ 29,108
INVESTMENTS. .....cvvieeeieie s 20,969,937 23,539,379 354,605 44,863,921 46,406,438
TOtal ASSELS...cuveiieiiiireirte e $ 21,002,451 $ 23,561,269 $ 354,605 $ 44918325 $ 46,435,546
LIABILITIES
Accounts payable..........cccooiininiinni $ 1,327 $ 7,947 $ 25,647 $ 34921  $ 3,271
Total liabilities.......c.cevvrviieiiieiccee e 1,327 7,947 25,647 34,921 3,271
Net assets available for post - employment benefits
(fund balances reserved for employees'
post - employment benefits)...........cccovevrniecnnn. $ 21,001,124 $ 23,553,322 $ 328,958 $ 44,883,404 $ 46,432,275

See independent auditors' report
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Post - Employment Benefit Trust Funds

Combined Statements of Changes in Net Assets Available for Post - Employment Benefits - Statutory Basis

Fiscal Year Ended June 30, 2008
(Amounts in thousands)

Additions:

CONEHDULIONS. ...
Other addItIONS. .......ccoirieiiirce s

Total contributions

Net investment (loss) income:

Net appreciation (depreciation) of investments...........c.cococeevrvniene

Total addItiONS......coiveiiiiiieieiiee s

Deductions:

Administration reimbursement...........cccccoveieririsieiiseieseens
Retirement benfits and refunds...........c.ccovvviviiineciincs

Total dedUCLIONS.......c.cviiiieiiicie s

NEet INCrease (JECIBASE).........iuiiriririeriirieieiei et

Net (decrease) assets available for post - employment benefits
at beginning of year (fund balances reserved

for employees' post - employment benefits)..........cccocvvivrnnnnnee

Net assets available for post - employment benefits
at end of year (fund balances reserved

for employees' post - employment benefits)..........cccocovvivnnnnnnns

See Indpendent auditors report

Commonwealth of Massachusetts

Totals
Pension Trust Funds (Memorandum only)
State State
Employees' Teachers' Retiree
PERS PERS Benefits 2008 2007
$ 491,734 $ 907,360 $ 683,294 $ 2,082,388 $ 1,335,747
464,330 573,984 - 1,038,314 531,027
956,064 1,481,344 683,294 3,120,702 1,866,774
(506,581) (632,212) - (1,138,793) 7,883,547
449,483 849,132 683,294 1,981,909 9,750,321
7,572 14,976 22,548 22,364
1,294,574 1,859,322 354,336 3,508,232 2,952,686
1,302,146 1,874,298 354,336 3,530,780 2,975,050
(852,663) (1,025,166) 328,958 (1,548,871) 6,775,271
21,853,787 24,578,488 - 46,432,275 39,657,004
$ 21,001,124 $ 23,553,322 $ 328,958 $ 44,883,404 $ 46,432,275
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Agency Funds
Statement Of Changes In Assets And Liabilities - Statutory Basis

Fiscal Year Ended June 30, 2008
(Amounts in thousands)

(Memorandum only)

Balance Balance
June 30, 2007 Additions Deductions June 30, 2008
ASSETS
Cash and short-term investments..................... $ 444,103 $ 8,976,445 $ 9,011,641 $ 408,907
AsSets held intrust........c.ooeeveeveceveiice e 867,785 256,498 346,127 778,156
Total aSSetS......ccevvevveveiireereereinnn $ 1,311,888 $ 9,232,943 $ 9,357,768 $ 1,187,063
LIABILITIES
Accounts payable.........ccccoeveviveiceierienicee $ 77,082 $ 4,790,259 $ 4,822,648 $ 44,693
Due to cities and tOWNS..........ccecvveereevierieeinennens 51,565 450,390 431,625 70,330
Due to federal government............cc.ccoeevernennn, - 78 78 -
Agency liabilities.........cccooevvveviiciiiicicen, 1,183,241 3,893,737 4,004,938 1,072,040
Total liabilities.........ccoovevvivirinennnn, $ 1,311,888 $ 9,134,464 $ 9,259,289 $ 1,187,063
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Supplemental
Information

Calculation of Transfers — Stabilization and Tax Reduction Funds
Non-Tax Revenue Initiatives
Schedule of Pension Funding Progress — Last Six Fiscal Years

See independent auditors’ report
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Calculation of Transfers: Stabilization Fund

June 30, 2008

This statement is prepared on the statutory basis of accounting pursuant to General Laws Chapter 29, Section 5c, as amended most recently by
Chapter 306 of the Acts of 2008, which superceded certain parts of the Section 5¢ . 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.
Amounts in

thousands
I. Undesignated Budgeted Fund Balances before calculation of transfers:
(1T 1T - Vo o PPN $ 130,047
HIGRWAY FUNG ... oo et e e et et et e e et et et e e et e e e et et e e e e e et e e tee e ee et eee s -
WOrKFOrce TraiNing FUNG ......... ittt et e e et et et e et e e e et et e et et et e e ernee e e eeenaenans -
Division of Energy Resources Credit TIUSE FUNG .......oouiit it et et e e e et et e e e e e ee s -
MaSSAChUSELES TOUFISIT FUND ... ... ettt e ettt et e et e et et e e e et e et e et e e e e e e e et e e e ne et eenaeeaen -
International Educational and Foreign Language Grant Program FUNG ..........oooiiiiiiiiiiiiiii e -
Consolidated undesignated fund balance / (deficit) in the Operating FUNdS.............ccoiiiiiiiiiiiii e $ 130,047
Less: Amount to be carried forward per Chapter 29, Section 5¢(a) per Schedule A ..........coovtiiiiiiiiiii e 105,047
Less: Amount to be deposited in the Stabilization Fund also per Chapter 29, Section 5c(a) per Schedule A -
Not Applicable for FY2008 Per Chapter 61 of the Acts of 2007, SECtion 65.............cccvvviiiiiiiiiriin e Not Applicable
Net consolidated net surplus as defined in Chapter 29, Section 5c, as amended
to be deposited into the Stabilization FUNG... ... ......uuuiiis e e e e e e $ 25,000
Chapter 306 of the Acts of 2008, Section 11 Transfers:
If the Consolidated net surplus is $25,000,000 or less, transfer amount to the
Massachusetts Life Sciences INVESIMENT FUNG. ........... ittt e e e et e e e e e ee e e e e e e e ee e eenaaas $ 25,000

If the Consolidated net surplus is $41,000,000 or more, transfer amounts as follows:
Massachusetts Life Sciences Investment Fund.
Workforce competitiveness Trust Fund

Massachusetts Science, Technology, Engineering, and Mathematics Grant Fund -

Endowment Incentive Holding Fund

Farm Capital Linked LOAN FUNG......... oottt e et e et et et e et e et e e e eee e e

Rose Fitzgerald Kennedy Greenway CONSEIVANCY, INC... ... .. tuuiun et i it it et i et e e e e e e e e e s e e e e e e -
Total Transfers of Amounts in Excess of $41,000,000

Remaining Amount to transfer to the Stablization FUNd ..............coooiiiiiiiiiii $ -

If the Consolidated net surplus is more than $25,000,000 but less than $41,000,000, proportional transfer amounts:

Massachusetts Life Sciences Investment Fund ($25,000,000 NO redUCLION).........cveueeuunien ettt et et eee e e -
Workforce competitiveness Trust Fund ($3,000,000, redUCE) .........veieuuniitaeei it et et e ee e e e eee e eenns -
Massachusetts Science, Technology, Engineering, and Mathematics Grant Fund ($2,000,000, reduced).................c...v... -
Endowment Incentive Holding Fund ($4,000,000, redUCE)... ... ... eeumniir ettt cee et et et e e e e ee e e ee e -

Farm Capital Linked Loan Fund ($5,000,000 reduced)
Rose Fitzgerald Kennedy Greenway Conservancy, Inc ($2,000,000, reduced)...

Total Transfers of Amounts more than $25,000,000, but less than $41,000,000 -

Remaining Amount to transfer to the Stablization FUN ... e $ -
Chapter 302 of the Acts of 2008, Section 5 Fund Balance Consolidation:

Balances Before Consolidation:
General Fund $ 1,715,720
Highway Fund (1,571,583)
WOrKFOrce TraiNing FUNG .........iii ittt et et e e et et et e et e e e et ettt e e ettt e e eee e et et eee e aenans (21,839)

Division of Energy Resources Credit Trust Fund 2,681
Massachusetts Tourism Fund 5,068
International Educational and Foreign Language Grant Program Fund -
0 - PP PPRN $ 130,047
Fund Balance Consolidation Amounts to / (from):
HIGNWAY FUNG. .. e e et et et et et e e ettt et e et e e et ettt e e e e e eb b eeneasieees $ 1,571,583
WOrKforce Training FUNG .........oi it it et et e e e et et et e e e et e e e et e et e et eeeee et 21,839
GENETAI FUNG ... ettt et et et et oot ettt ettt e e et e et ettt oo e e e e et et e e e e (1,715,720)
Division of Energy Resources Credit TIUSE FUNG .......oouiriut it et e et e et et e et e e e ee e (2,681)
Massachusetts Tourism FUuNd ...........c.ooverieiiiiiiie e (5,068)
International Educational and Foreign Language Grant Program Fund . . -
N TRt $ (130,047)
Stabilization Balance Reconciliation:
Balance @s Of JUIY 1, 2007 ... ... iit ittt et et e et et e e e e et e e e e e e s $ 2,335,021
Investment income, certain tax revenues and Other FTECOVEIIES. .. ... .. ce it et et e et et e e et e e et e eee e e eeeenaa s 99,173
Transfers from StADITIZATION ... ... ieii e e e e e e e e e e e (315,000)
Stabilization FUNA BAIANCE ... ......uuiiiiit it e e et e e e e $ 2,119,194

Commonwealth of Massachusetts 302 Comprehensive Annual Financial Report



Calculation Of Transfers: Tax Reduction Fund

June 30, 2008
(Amounts in thousands)

This statement is prepared pursuant to Chapters 29 of the Massachusetts General Laws, as amended. It is prepared on
the statutory basis of accounting and presents information contained in the official books and accounting records of the

Commonwealth. Sup

The computation is as follows:

Part 1: Comparison of Stabilization Fund, after current fiscal year transfers,
to 15% of budgeted revenues and other financial resources:

Undesignated fund balance in the Stabilization FUNd..............cccccooiiiiiiiiiii e $ 2,119,194
Allowable Stabilization Fund balance (per Schedule B)........ccccoovvveiiiieiinieieiecie e 4,546,976
Stabilization Fund excess, if any, transferable to Tax Reduction Fund.............cc.ccoceieininnne $ -

Part 2: Status of Stabilization Fund after transfers:

Stabilization FUNA DAIANCE. .........ooieee et e s e e s e e saba e saes $ 2,119,194
Transfer to Tax REAUCTION FUNG............ooiiiiiiiee ettt eres -

Stabilization Fund balance after transfer to Tax Reduction FUNd............ccceevevviiviicicieeiinns $ 2,119,194

Part 3: Status of Tax Reduction Fund after transfers:

Tax Reduction FUNA DAIANCE.........cuiiiiiticcee ettt s ae e $ -
Transfers from Stabilization FUNG...........coovviiieiice et -
Tax Reduction Fund balance after transSTers..........ceoiceii e s $ -
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Schedule A
FY2007 Tax Revenues By Revenue Class and
Calculation of Allowable Net Surplus

June 30, 2008
(Amounts in thousands)

AICONOIIC BEVEIAQES. .....viviviiiiietieiieieie ettt ettt bbb b e s $ 71,169
Banks: Commercial and SAVINGS........ccoverveieiirieieseseieiese s se s esesnens 547,809
LOF T 17=] 1 (OSSR 436,942
(@00 o To] -1 1[0 4TSS 1,511,974
DBEAS. ..ottt b et e e e e e et e bt e b e are e e e rearaere et 161,139
Estate and INNEMTANCE. ........cooeiiiiicee e 253,966
g oo] 0313 PSPPSR 12,483,777
INSUANCE. ...ttt bbb et b et b et b e bbbt e e ene s 368,606
HEaIth TIUSE FUNG......coiiiiciccc e et ere e 12,365
Motor and SPECial FUBIS........cccveiiiieccee e 672,654
PUBIIC ULHITIES.....eeiieic ettt e re e re e sbeereere s 120,173
ROOM OCCUPANCY ... .ouviiieerierieeiieieste et st s ee e te e tesseessesae e stesreesaesteesseseaneeeesreaseesee e 173,666
SAIES AN USE......eiiiieiie ettt ettt et e st e e st e e sbe e e st e e e sabeeesabaessabeessbbaeaans 4,098,089
Club AlICONOIIC BEVEIAQGES. ....cveiveveieieeeeeeteste et sie e e e st e et e e re e srenaens 766
MOLOI VENICIE EXCISE....ccueiiiiiiciie ettt re e e 96
Convention Center SUICNAIGES.......ccccviirerierieieee e se et ee e se e e e e sre e e sneneen 13,018
COomMMUNILY PreSEIVALION. .....c.oeiiieieie sttt 27,031
3 =L (= T 1o 1o SR 3,496
BBANO ..t e e as 2,515
RAFFIES AN BAZAAIS......c.viveieieeieiieeriee ettt ettt 929
DOI EXCeSS and SUMPIUS LINES.......couiieieeiiiieieiese et 27,590
270011 o SRRSO 50
UL SUFCRAIGE. ..ttt et b e eb et e e eneereeeas 21,509

FY 2008 State tAX FEVENUE. ....c.vrviveeerrreirieteieresesesesseseresesessssesesesessssesesensssssssesesesssensens $ 21,009,329
0.5% OF tOtAl TAX FEVENUE. ....c.e vttt et ene e 105,047
Allowable consolidated Nt SUMPIUS .......c.cveveiiieie e $ 105,047

This schedule is prepared on the statutory basis of accounting. It presents tax revenues as reported in the
governmental funds of the Commonwealth. It differs from the schedule of tax collections prepared by the
Comptroller, Commissioner of Revenue and State Auditor for calculations in accordance with Chapter 62F,
of the General Laws as amended.
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Schedule B
Calculation of Cap on Stabilization Fund

June 30, 2008
(Amounts in thousands)

Total budgeted revenues and other financial resources pertaining

t0 the budgeted FUNDS........cc.cvcviviiiiiccec e $ 32,539,481
Elimination of budgetary interfund activity

exclusive of fund closure (per Schedule C)........ccovvvveieiiieiiese e (2,226,306)
Budgeted revenues and other financial resources pertaining

to the budgeted FUNS.........ooiiiiie s 30,313,175
Allowable Stabilization Fund balance, 15% of budgeted revenue............cc.ccoeueeee $ 4,546,976

Calculation of Stabilization Fund Transfers as defined by Massachusetts General Laws Chapter 29
section 5¢ as most recently amended by Chapter 26 of the Acts of 2003.
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Schedule C
Detail of Elimination of Budgetary Inter Fund Activity

June 30, 2008
(Amounts in thousands)

Adjustments to revenues :
Transfer to the Intragovernmental Service FUNd REVENUES...........cceiriieieniiicineneneeas $ (222,763)

Adjustments to other financing sources and uses:

Fringe benefit cost assessments... (90,716)
Transfer from the Intragovernmental SerV|ce Fund to the General Fund .............................. (1,011)
RMV TICENSE ~PIALES......cueeeeeviiieiieieees ettt st e s re st e e e e eneere e nes (3,277)
Transfer from Stabilization Fund to General FUNd ... (315,000)
Other fund defiCit SUPPOIT .....ocveiiecee e (1,593,422)
(@] 1 1= OOV URPPR . (117)
Elimination of budgetary interfund activity $ (2,226,306)
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Schedule D
Calculation of Transfers: Temporary Holding Fund

June 30, 2008
(Amounts in thousands)

This statement is prepared on the statutory basis of accounting pursuant to General Laws Chapter 62F, Section 6A, as amended most recently
by Chapter 26 of the Acts of 2003, Sections 203 and 715. 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.

Period Ending: September 30, 2007 December 31, 2007 March 31, 2008 June 30, 2008
Cumulative net state tax revenues, 2008 ...............eeeevernrannns $ 4,796,700 $ 9,194,513 $ 14,485,334 $ 21,009,329
Cumulative net state tax revenues, 2007..............c.oveernnnernn. $ 4,542,170 $ 8,831,036 $ 13,659,294 $ 19,848,064
Permissable growth rate defined as

inflation plus 2%, but not less than 0%........................ 6.94% 6.93% 7.41% 7.66%

Permissable state tax revenues defined as
cumulative net state tax revenues,

2007 multiplied by 1 plus the permissable growth rate...... $ 4,857,306 $ 9,442,585 $ 14,671,584 $ 21,368,426
Cumulative net state tax revenues 2008
in excess of permissable state tax revenues................. $ - $ - $ - $ -
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Non-Tax Revenue Initiatives

June 30, 2008
(Amounts in thousands)

Chapter 653, Acts of 1989, amended Chapter 29 of the Massachusetts General Laws by adding Sections 29D and 29E, which authorize
revenue initiatives and require reporting thereon, as follows.

I. Debt Collection:
Pursuant to Massachusetts General Laws Chapter 29, Section D, Chapter 7A Section 8, allows private debt collection

agencies to engage in debt collection for the Commonwealth. The fees paid are contingency based from the proceeds
collected. Collections and fees paid during FY07 were (amounts in thousands):

Department Collectors Collections Fees
Allen Daniel ASSOCIALES, INC.....v.ee ittt e e e B 383 $ 64
[0 1=T (o T 3o 3,068 506
GIENN ASSOCIAIES, INC.vvvt it ie e et et et et et e e e et et et et e e neeaeeeaeas 339 49
OSI Collection Services, Inc.... 433 56
WalKEr ASSOCIALES, INC.. .. iee et ettt e et et e et et e e e e eeeeeneenees 5,301 914
Windham Professionals. .. ... ....oiieiee it et e et e e e 1,225 199
1o -1 PRSP $ 10,749 $ 1,788

Under the same program, the following amounts were collected and fees paid for institutions of higher education:
(These figures are a subset of the above) (amounts in thousands):

Department Collectors Collections Fees
Allen Daniel ASSOCIALES, INC.....v.ee ittt e e e B 336 $ 56
[0 1=T (o T 3o 1,695 263
Glenn Associates, Inc 332 48
OSI COolIECtioN SEIVICES, INC...uuveie et et ettt et e e e e et e et e e e neeaee s 141 15
WalKEr ASSOCIALES, INC.. .. et ieeeee et et e e e et et et et e e e et eeeeeneenees - -
Windham Professionals. .. ... ....ouieies et et e e 240 40
1o -1 PP $ 2,744 $ 422

II. Revenue Maximization:

Pursuant to Massachusetts General Law Chapter 29 Section 29E, contractors were engaged on a contingent fee basis
to assist several of the Commonwealth’s departments in the identification and collection of federal and other non-
tax revenues. During FYO07, the following amounts were generated (amounts in thousands):

Gross revenue maximization realized.............ccooviiiiiiiiiiii .. 3 886,299
Amounts credited to the federal government.... -

(O 4113 (o T o - 1Y L= N (19,476)
Net revenue maximization realized............ccoveveiieeeiiiiiiiiiiiin e, 3 866,823

Ill. Cost Avoidance:

The Comptroller’s appropriation authorizes contract arrangements engaged on a contingent fee basis for the purpose
of identification and pursuit of cost saving / avoidance opportunities. During FY07, the following amounts
were generated (amounts in thousands):

State expenditures avoided............ovvvvriiiiriiiiie e e e 0 431,502
Amounts credited to the federal government in provider offsets... -
(O T4 T3 (o T o - 1Y T N (15,409)

Net COSt SAVINGS / AVOIAANCE. .. ...t et ettt et et e e e et e e e e e e neeaeees $ 416,093

IV. Intercept:

Intercept is authorized by M.G.L. Chapter 7A Section 3 and 815 CMR 9:06. Intercept is an automated process that

offsets Commonwealth payments to delinquent receivables that have been approved by the Office of the State

Comptroller. FYOQ7 activity (amounts in thousands):

Total CoOMMONWEAIH INEEICEPLS. .. ... e ee et et et et et e et et et e e e e e e e re e e eneeneaneanees $ 7,279

Amounts included above that were intercepted on behalf of the Institutions of Higher Education................. $ 4212
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Schedule of Pension Funding Progress
Last Six Fiscal Years

(Amounts in thousands except for percentages)

UAAL
Actuarial Value of  Actuarial Accrued Unfunded Actuarial Funded Annual as a % of
Plan Assets Liability Liability (UAAL) Ratio Covered Payroll *  Covered Payroll *
State Employees' Retirement System
Actuarial Valuation as of January 1, 2008.... $ 20,400,656 $ 22,820,502 $ 2,419,846 89.4% $ 4,574,233 52.9%
Actuarial Valuation as of January 1, 2007.... 18,445,225 21,670,810 3,225,585 85.1% 4,391,891 73.4%
Actuarial Valuation as of January 1, 2006.... 16,638,043 20,406,926 3,768,883 81.5% 4,200,577 89.7%
Actuarial Valuation as of January 1, 2005.... 16,211,000 19,575,000 3,364,000 82.8% 3,967,000 84.8%
Actuarial Valuation as of January 1, 2004.... 15,931,000 18,966,000 3,065,000 84.0% 3,842,000 79.8%
Actuarial Valuation as of January 1, 2003.... 13,947,000 17,551,000 3,604,000 79.5% 3,779,000 95.4%
Teachers' Retirement System
Actuarial Valuation as of January 1, 2008.... $ 22,883,553 $ 30,955,504 $ 8,071,951 73.9% $ 5,163,498 156.3%
Actuarial Valuation as of January 1, 2007.... 20,820,392 29,320,714 8,500,322 71.0% 4,969,092 171.1%
Actuarial Valuation as of January 1, 2006.... 18,683,295 27,787,716 9,104,421 67.2% 4,819,325 188.9%
Actuarial Valuation as of January 1, 2005.... 17,683,000 26,167,000 8,483,000 67.6% 4,643,000 182.7%
Actuarial Valuation as of January 1, 2004.... 17,075,000 24,519,000 8,444,000 69.6% 4,556,000 163.4%
Actuarial Valuation as of January 1, 2003.... 14,762,000 22,892,000 8,129,000 64.5% 4,406,000 184.5%

For a complete analysis of the Commonwealth's actuarial valuation report, please go to http://www.mass.gov/perac/valuation/2008commonwealth.pdf.
Alternatively, copies of the Commonwealth's actuarial valuation reports may be obtained by contacting the Massachusetts Public Employee Retirement
Administration Commission, 5 Middlesex Avenue, Suite 304, Somerville, MA 02145. Telephone number: 617-666-4446.
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Ten-Year Schedules — Statutory Basis
Higher Education Non-appropriated Funds — Statutory Basis

Unaudited — See independent auditors’ report
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Ten-Year Schedule Of Revenues And Other Financing Sources
All Governmental Fund Types - Statutory Basis

June 30, 2008
(Amounts in millions)

% % % %
2008 Total 2007 Total 2006 Total 2005 Total

TAXES. ..ttt $ 21,009 446 $ 19849 44 $ 18,593 439 $ 17,192 40.7
Federal reimbursements..........ccccvvevieeiieieccecce s 6,937 14.7 6,830 15.3 6,307 14.9 6,018 14.3
Federal grants.........oovveeeeenennneeceeese 2,065 4.4 1,989 45 2,046 4.8 1,996 4.7
LOtERIIES. c.v et 4,915 10.4 4,670 10.4 4,739 11.2 4,705 11.2
ASSESSMENIS......ooiiiiiii e 806 17 794 1.8 793 1.9 785 1.9
Motor vehicle licenses and registrations.................... 376 0.8 374 0.8 361 0.9 401 1.0
Fees, investment earnings, etC..........cccovvveeccrnnnnn. 3,200 6.8 2,450 5.6 2,891 6.8 2,945 6.8
Proceeds of general and special obligation bonds

and related premiums.........ccocoeeieiernicnieens 1,306 2.8 1,604 3.6 1,838 4.3 1,354 3.2
Proceeds of refunding bonds............ccccoviricccenn. - 0.0 1,531 3.4 633 15 1,385 3.3
Other interfund transfers.........cccooveevieiiviiic i 6,538 13.9 4,605 10.3 4,145 9.8 5,409 12.8
Total revenues and other financing sources................ $ 47,152 100.0 $ 44,696 1000 $ 42,346 1000 $ 42,190 100.0
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% % % % % %
2004 Total 2003 Total 2002 Total 2001 Total 2000 Total 1999 Total

$ 16,055 368 $ 15,032 362 $ 14341 396 $ 16,753 435 $ 15702 410 $ 14304 421

6,331 145 5,528 133 5,237 145 4,668 12.1 4,364 11.4 4,230 12.5
2,024 4.6 1,852 4.5 1,595 4.4 1,450 3.8 1,360 3.6 1,236 3.6
4,605 10.6 4,425 10.7 4,425 12.2 4,138 10.7 3,913 10.2 3,572 10.5

746 17 634 15 582 1.6 585 15 487 1.3 534 1.6

376 0.9 383 0.9 326 0.9 311 0.8 285 0.7 281 0.8
2,556 5.9 2,140 52 2,122 5.9 2,212 5.7 2,014 5.3 2,638 7.8
1,993 4.6 1,911 4.6 1,358 3.7 1,912 5.0 1,762 4.6 1,334 3.9
3,302 7.6 3,398 8.2 1,501 4.1 999 2.6 - 0.0 499 15
5,629 12.9 6,173 14.9 4,749 13.1 5,487 14.3 8,403 21.9 5,317 15.7

$ 43,617 1000 $ 41476 1000 $ 36,236 1000 $ 38515 100.0 $ 38,290 100.0 $ 33,945 100.0
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Ten-Year Schedule Of Tax Revenues By Source
All Governmental Fund Types - Statutory Basis

June 30, 2008
(Amounts in millions)

% % % %
2008 Total 2007 Total 2006 Total 2005 Total
INCOME.....ooiiiiiiiiiccc $ 12,484 594 % 11,400 574 $ 10,483 56.4 $ 9,690 56.4
Sales and USE.......cccccuveeviiiiie e 4,098 19.5 4,076 20.5 4,009 21.6 3,891 22.6
COrporations........coceveveeeeeeeeiririeesieeeeeens 1,512 7.2 1,588 8.0 1,391 7.5 1,063 6.2
Motor fuels..........ccooovrciiiiicc, 673 3.2 676 3.4 672 3.6 685 4.0
CIgarette.......ceeeeieireirseee e 437 21 438 2.2 435 2.3 424 25
INSUFANCE.......oiiiciiiiercc s 369 1.8 369 1.9 397 2.1 373 2.2
Estate and inheritance..............cccococvnnnee. 254 1.2 250 13 196 11 255 15
BaNKS.....oveeieeeee s 548 2.6 341 17 350 1.9 199 1.2
Alcoholic beverages..........cccocovriinncinnns 72 0.3 71 0.4 70 0.4 69 0.4
Other oo 562 2.7 640 32 590 31 543 33
TOtal tAXES. cvueereriiereree s $ 21,009 100.0 $ 19,849 100.0 $ 18,593 1000 $ 17,192 100.0
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% % % % % %

2004 Total 2003 Total 2002 Total 2001 Total 2000 Total 1999 Total
$ 8830 550 $ 8,026 534 $ 7913 552 $ 9,903 501 $ 9,042 576 $ 8,037 56.2
3,743 233 3,708 24.7 3,696 25.8 3,756 224 3,565 22.7 3,270 22.9
998 6.2 875 5.8 587 4.2 945 5.7 1,131 7.2 1,009 7.1

684 4.3 676 4.5 667 4.7 660 3.9 653 4.2 637 45

425 2.6 451 3.0 275 19 271 1.6 280 18 284 2.0

374 2.3 345 2.3 348 24 323 1.9 306 19 317 2.2

195 1.2 181 1.2 200 14 203 1.2 167 11 174 1.2

239 15 269 18 137 1.0 180 11 93 0.6 109 0.8

69 0.4 67 0.5 66 0.5 65 0.4 64 0.4 61 0.4

498 3.2 434 2.9 452 3.2 447 2.7 401 2.6 406 2.8

$ 16,055 100.0 $ 15,032 100.0 $ 14,341 1000 $ 16,753 100.0 $ 15,702 100.0 $ 14,304 100.0
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Ten-Year Schedule Of Expenditures And Other Financing Uses By Secretariat
All Governmental Fund Types - Statutory Basis

June 30, 2008
(Amounts in millions)

% % % %
2008 Total 2007 Total 2006 Total 2005 Total

LegiSIatUre........ccveveiivcreieicice e $ 58 01 $ 59 01 $ 55 01 $ 54 0.1
Judiciary... . 831 1.7 788 18 672 1.6 634 15
Inspector General..........cccccoveennne. . 3 - 3 - 3 - 4 -
Governor and Lieutenant Governor . 9 - 5 - 5 - 5 -
Secretary of the Commonwealth.............ccccceoveeinniinne 53 0.1 55 0.1 45 0.1 50 0.1
Treasurer and Receiver-General...........cocccoeeevveevininns 5,640 11.8 5,267 11.7 5,635 13.6 5,760 13.7
Auditor of the Commonwealth............ccccocoeririrririinnnns 19 - 18 - 19 - 18 -
ALOrNEY GENEIAl........cvveeeieieieieieeeeee e 56 0.1 52 0.1 49 0.1 45 0.1
Ethics COMMISSION.......cociiiiiiiiieiee e 2 - 2 - 1 - 2 -
DIStriCt AtOMEY.....cveveveieeeriiiriiriies s 104 0.2 96 0.2 88 0.2 82 0.2
Office of Campaign and Political Finance..................... 1 - 2 - 1 - 1 -
Sheriff's Departments..........o..vvvvveiunienieninninnn 296 0.7 275 0.6 251 0.6 226 0.5
Disabled Persons Protection Commission..................... 2 - 2 - 2 - 2 -
Board of Library CommisSioners...........ccccoevvrereririennne 46 0.1 42 0.1 49 0.1 47 0.1
COMPLIOHET ... s 14 - 14 - 14 0.0 21 -
Administration and finanCe..........ccceeveeviievinieciceen, 7,059 14.8 7,043 15.7 6,601 16.1 6,235 14.8
Energy and environmental affairs... . 473 1.0 450 1.0 390 0.9 346 0.8
Housing and community development...............ccccc.... - - 509 11 659 1.6 597 1.4
Health and human Services..........cccocveveviiiecicesiecienns 15,504 325 14,456 32.2 13,539 32.6 13,383 31.8
Transportation and public WOrKS............ccccceiviniierinnne, 1,378 2.9 1,404 3.1 1,376 3.3 1,569 3.7
Executive Office of Education:

Early education and Care...........ccoeovvirvriririessnsninnens 560 1.2 518 1.2 482 1.2 - -

Department of elementary and secondary education.. 1,293 2.7 1,265 2.8 1,228 3.0 1,307 3.1

Higher education............ccceceeeeriininninneseseeens 1,136 2.4 1,153 2.6 1,016 2.4 943 2.2
Public safety and homeland security...........ccccceeeienne 1,381 2.9 1,253 2.8 1,180 2.8 1,111 2.6
Housing and economic development ............cccceevvrennne 857 1.8 508 11 323 0.8 299 0.7
Labor and workforce development...........coovvvviviririnnee 274 0.6 67 0.1 - - - -
Elder affairs........cccocoiiiriinieicseseseeeeee s - - - - - - - -
ConSUMEr affairS........ccceeeieiiiis e - - - - - - - -
Labor.......cc...... . - - - - - - - -
Pension..... . 1,399 2.9 1,335 3.0 1,275 3.1 1,217 2.9
Debt SEIVICe......coveiieieiiciieciceeciea . 2,239 4.7 2,352 5.2 2,028 4.9 1,719 4.1
Payments to refunded bond escrow agent..................... - - 1,531 3.4 633 15 1,153 2.7
Other fund deficit SUPPOIt.......cccoovviivierereecccee, 1,593 3.3 - - - - - -
Other interfund transfers 5,403 11.3 4,383 9.8 3,887 9.4 5,197 12.4
Total expenditures and other financing uses................. $ 47,683 100 $ 44,907 100 $ 41,506 100.0 $ 42,027 100.0

Schedule reflects changes in accordance with Article 87 of the Massachusetts constitution at various times over the last ten years at point of
implementation
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% % % % % %

2004 Total 2003 Total 2002 Total 2001 Total 2000 Total 1999 Total
$ 51 01 % 55 01 % 59 02 $ 58 02 $ 53 02 $ 51 0.2
599 1.4 589 1.4 589 15 604 1.6 570 15 532 1.6
2 - 2 - 2 - 3 - 3 - 3 -

5 - 5 - 6 - 6 - 6 - 5 -
45 0.1 49 0.1 41 0.1 50 0.1 50 0.1 48 0.1
4,600 111 4,416 10.5 4,398 114 4,155 11.3 3,841 10.0 3,982 12.0
16 - 17 - 16 - 16 - 15 - 14 -
44 0.1 45 0.1 47 0.1 43 0.1 37 0.1 35 0.1

1 - 1 - 2 - 2 - 1 - 1 -
81 0.2 79 0.2 88 0.2 85 0.2 78 0.2 74 0.2

1 - 1 - 2 - 2 - 1 - 1 -
218 0.5 216 0.5 217 0.6 203 0.6 176 0.5 132 0.4
2 - 2 - 2 - 2 - 2 0.0 2 -
48 0.1 46 0.1 58 0.2 57 0.2 61 0.2 51 0.2
35 0.1 21 - 11 - 11 - 9 - 9 -
6,184 15.0 6,241 14.9 6,315 16.4 5,937 16.1 5,616 14.6 1,522 4.6
336 0.8 357 0.9 440 11 426 1.2 395 1.0 375 1.1
589 1.4 568 1.4 533 1.4 527 1.4 497 13 448 1.4
12,504 30.1 11,338 27.0 11,124 28.9 10,058 27.3 9,394 24.3 8,785 26.5
1,586 3.8 1,844 4.4 2,052 5.3 2,212 6.0 3,402 8.8 3,010 9.1
1,627 3.9 1,587 3.8 1,563 4.1 1,422 3.9 1,287 3.3 3,706 11.2
854 21 1,002 2.4 1,085 2.8 1,142 3.1 1,032 2.7 964 29
1,160 2.8 1,156 2.8 1,138 3.0 1,104 3.0 1,009 2.6 1,020 3.1
326 0.8 31 0.1 36 0.1 53 0.1 43 0.1 60 0.2
- - 315 0.8 304 0.8 241 0.7 217 0.6 197 0.6
- - 55 0.1 58 0.2 59 0.2 55 0.1 52 0.2
- - 282 0.7 237 0.6 195 0.5 211 0.5 193 0.6
702 1.7 813 1.9 796 2.1 1,040 2.8 986 2.6 990 3.0
1,605 3.9 1,467 35 1,382 3.6 739 2.0 1,237 3.2 1,212 3.7
2,833 6.8 3,398 8.1 1,277 3.3 1,649 4.5 - - 499 15
- - - - - - - - 2,980 7.7 - -
5,503 13.2 5,963 14.2 4,626 12.0 4,761 12.9 5,319 13.8 5,149 15.6

$ 41,556 1000 $ 41,961 1000 $ 38,504 1000 $ 36,862 100.0 $ 38,583 100.0 $ 33,124 100.0
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Ten-Year Schedule Of Budgeted Funds Expenditures and Other Uses By
Major Program Category

June 30, 2008
(Amounts in millions)

2008* 2007 2006 2005 2004 2003 2002 2001 2000 1999
Direct local aid $ 5040 $ 5033 $ 4619 $ 4477 $ 4784 $ 5069 $ 5189 $ 4969 $ 4674 $ 4310
Medicaid.**. 8,246 7,550 6,852 5,977 5,742 5,485 5,259 4,642 4,270 3,856
Other health and human services...............ccccueeee. 4,872 - - - - - - - - -
Public assistance - 1,258 1,129 1,095 1,019 1,019 1,030 991 959 988
Elementary and secondary education. 486 - - - - - - - - -
Higher education 1,085 1,116 988 915 831 969 1,030 1,102 996 930
Early education and Care...........c.cocoevieurrineeninnns 550 - - - - - - - - -
Public safety. 1,265 - - - - - - - - -
Energy and environment... 227 - - - - - - - - -
MBTA and regional transit authorities.. - 52 50 49 53 42 49 69 592 538
Pension 1,399 1,335 1,275 1,217 702 813 796 1,040 986 990
Group health insurance...........ccccoeevevccsnicnene 853 1,022 964 846 788 739 717 641 589 566
Debt service. 1,868 2,085 1,666 1,581 1,420 1,374 1,305 676 1,193 1,174
Major programs. 25,891 19,451 17,543 16,157 15,339 15,510 15,375 14,130 14,259 13,352
Other program expenditures. 2,739 8,206 7,651 7,127 6,819 6,700 7,254 7,163 7,251 6,411
Interfund transfers and other uses. 4,405 1,819 1,749 2,726 2,749 3,540 2,046 1,772 4,538 1,884
Total expenditures and other Uses..............coceveue. $ 33035 $ 29476 $ 26943 $ 26010 $ 24907 $ 25750 $ 24675 $ 23,065 $ 26,048 $ 21,647

* Current presentation aligned with Bond Offical Statements - Commonwealth Expenditures - Budgeted Operating Funds

** Exclusive of Non-Budgeted Medicaid spending from FY03 through FY 2007 within the Health Care Quality Improvement Fund totalling $201 million,

$288 million, $292 million, $292 million and $290 million in FY03 through FYOQ7 respectively.
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Ten-Year Schedule Of Long-Term Bonds And Notes Outstanding

Fiscal Year Ended June 30, 2008
(Amounts in millions)

2008 2007 2006 2005 2004 2003 2002 2001 2000 1999
General obligation bonds........c.cccc...oee..... $ 16,085 $ 16,033 $ 15393 $ 14492 $ 14,143 $ 13651 $ 12,618 $ 11961 $ 10,897 $ 10,301
Grant anticipation notes*................. 1,536 1,666 1,789 1,907 1,907 1,499 1,499 1,499 922 922
Special obligation bonds.............ccccceuee. 1,113 1,249 1,279 1,458 1,332 813 838 539 564 586
Commonwealth long-term bonds........ $ 18,734 $ 18948 $ 18461 $ 17,857 $ 17,382 $ 15963 $ 14,955 $ 13999 $ 12383 $ 11,809

*Inclusive of cross-over refunding notes inclusive of unamortized premiums.
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Schedule Of Central Artery / Tunnel Project Spending and Funding Sources

Fiscal Year Ended June 30, 2008
(Amounts in millions)

Life of Project
Cumulative 2008 2007 2006 2005 2004 2003 2002 2001 2000 1999
Federal FUNdS........ccooevveeniiniei e $ 6866 $ (28) $ (16) $ (2) $ 53 $ 363 $ 291 $ 314 $ 290 $ 332 $ 429
Grant anticipation NOtES.............cevevuiiiniininaaeens 1,501 - - - - - 24 9 353 408 412

Commonwealth debt and other Funds

(subject to administrative cap).............c..cc.vvenenn. 1,766 31 145 3 68 59 160 143 235 229 (142)
Commonwealth debt and other Funds
(not subject to administrative cap)....................... 2,435 72 26 234 388 269 502 665 279 - -

Payments from the Massachusetts Turnpike Authority
or the Massachusetts Port Authority or related

INEEIESE. ..o 1,776 - 49 44 - - 11 52 106 481 817
Settlement REVENUES..........ccovviviririiiiiceess 24 - 24 - - - - - - -
Total Commonwealth Spending..................... $ 14368 $ 75 $228 $279 $509 $691 $988 $ 1,183 $ 1263 $ 1450 $ 1516

* Source: Massachusetts Highway Department. Totals may not add due to rounding. In addition, the Massachusetts Turnpike Authority has contributed
cumulatively $140,000,000 for the life of the project to FY2008 and Insurance Trust Revenues have amounted to approximately $62,181,000 offsetting

spending.

** Negative amounts in any fiscal year are caused by the Massachusetts Highway Department reclassifying prior year expenditures to a different funding
source.
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1998 1997 1996 1995 1994 1993 1992 1991 1990

$ 900 $ 630 $ 479 $ 857 $ 769 $ 494 $ 302 $ 174 $ 236

295 - - - - ; . . .
116 293 286 22 16 16 34 26 26
113 60 43 - - - - - -

$ 1424 $ 983 $ 808 $ 879 $ 785 $ 510 $ 336 $200 $ 262
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HIGHER
EDUCATION
NON-
APPROPRIATED
ACTIVITY

The Commonwealth’s Public Institutions of Higher
Education are allowed, by their enabling statutes, to
collect, retain, and expend certain fees, rents, donations and
other types of revenue. These financial resources are
important elements to the overall financial operations of the
respective institutions, and are in addition to amounts made
available from appropriations. The Public Institutions of
Higher Education include:

University of Massachusetts System — The University
system includes the campuses at Amherst, Worcester,
Boston, Lowell, Dartmouth and certain institutes and
programs operated by the Office of the University
President.

Commonwealth of Massachusetts
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State College System — The State College System includes
the nine state colleges, which provide four-year post-
secondary education programs. These colleges include:

Bridgewater State College
Framingham State College

Fitchburg State College
Massachusetts College of Art
Massachusetts Maritime Academy
Massachusetts College of Liberal Arts
Salem State College

Worcester State College

Westfield State College

Community College System - The Community College
System includes the fifteen community colleges, which
provide two-year post secondary education programs.

Berkshire Community College

Bunker Hill Community College
Bristol Community College

Cape Cod Community College
Greenfield Community College
Holyoke Community College
Massasoit Community College
Massachusetts Bay Community College
Middlesex Community College

Mount Wachusett Community College
Northern Essex Community College
North Shore Community College
Quinsigamond Community College
Roxbury Community College
Springfield Technical Community College
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Higher Education System
Combining Higher Education Non-Appropriated Activity - Statutory Basis

Fiscal Year Ended June 30, 2008
(Amounts in thousands)

University
of State Community TOTALS
Massachusetts Colleges Colleges 2008 2007

Revenues and other financing sources

Federal grants and reimbursements..............coccevveevevennnnns $ 288541 $ 26870 $ 71,336 $ 386,747 $ 440,802

Departmental reVENUE. ..........cccoeeieieereiere e, 837,859 269,349 268,778 1,375,986 1,165,074

Miscellaneous reVENUE...........c.ccvevvvecreeieecre e 722,413 211,652 129,684 1,063,749 1,136,038

Total revenues and other financing sources..................... 1,848,813 507,871 469,798 2,826,482 2,741,914
Expenditures and other financing uses

(by MMARS subsidiary):

AA Regular employee compensation............ccceveeerenceneeens 466,920 66,508 73,595 607,023 577,876
BB Regular employee related eXpenses.........ccccovvevvervireniennn, 21,142 4,492 3,173 28,807 27,098
CC Special employees and contracted services.... 166,021 71,332 90,822 328,175 315,666
DD Pension and iNSUranCe............ccceveeveeveiveereeneane 190,238 25,903 22,772 238,913 178,816
EE Administrative expenditures.................... 81,286 56,890 59,868 198,044 172,098
FF Facility operational supplies...... 137,740 16,262 21,959 175,961 136,939
GG Energy costs and space rental.... 129,678 33,603 22,066 185,347 143,317
HH  Consultant SEIVICES........cvveveeeieiiiirecresresre e 191,830 15,380 8,035 215,245 200,908
JJ Operational SEIVICES.........ccouiuireererieeseese e 29,818 27,358 6,585 63,761 54,315
KK Equipment purchase............cccocerveerieinirennas 29,973 9,513 7,288 46,774 48,420
LL Equipment leases, maintenance and repair..............c........ 22,349 13,272 8,988 44,609 34,727
MM Purchased client services and programs.........cc.ccceeeevenns 17,625 1,881 7,527 27,033 24,042
NN Construction and improvements 88,245 47,991 16,189 152,425 129,449
PP Aid to local governments - - 690 690 590
RR  Benefit programs...........ccccoerveerenereeinrenesrenesesee e 173,372 60,027 81,400 314,799 269,241
SS  Debt PaYMEeNt.....ccoveiiiice e - 16,409 1,349 17,758 2,514
TT Loans and special payments...........ccccceeeeeee. 94,411 85,736 10,204 190,351 286,979
UU Information technology (IT) expenses 58,244 16,850 17,015 92,109 88,217

Total expenditures and Other USES.........ccceereiereninencnns 1,898,892 569,407 459,525 2,927,824 2,691,212

Excess (deficiency) of revenues and other financing

sources over expenditures and other USes...........c..ccccvene.. (50,079) (61,536) 10,273 (101,342) 50,702

Fund balance (deficit) at beginning of year...................... 467,915 185,667 144,508 798,090 747,388

Fund balance (deficit) at end of year..........c.ccccccevernnnen. $ 417836 $ 124,131 $ 154,781 $ 696,748 $ 798,090
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University Of Massachusetts
Higher Education Non-Appropriated Activity - Statutory Basis

Fiscal Year Ended June 30, 2008
(Amounts in thousands)

2008 2007

Revenues and other financing sources

Federal grants and reimbursSements. ..........cocoveieieieeiic i $ 288,541 $ 322,970

Departmental FEVENUE.........c.coiveieieece et 837,859 633,834

MiSCEIIANEOUS FEVENUE. ..ottt 722,413 877,473

Total revenues and other finanCing SOUICES..........ccovivereinierie i, 1,848,813 1,834,277
Expenditures and other financing uses

(by MMARS subsidiary):

AA  Regular employee COmMPENSatioN..........cccevevieiiniene e 466,920 451,425
BB  Regular employee related eXPENSES.......coeiviieiriererierieie e 21,142 19,063
CC  Special employees and contracted SEIVICES.........ocevvevrivienerereeieeesesee e, 166,021 159,263
DD Pension and INSUFANCE...........eoueieeriieiriesie ettt e et sae s e eneene s 190,238 139,200
EE Administrative eXPeNditUrES.........cccvvierereereer e 81,286 74,486
FF Facility operational SUPPHES........c.cveiiiiiriieieee e 137,740 107,344
GG Energy costs and SpPace rental..........ccccocererieeeisisn e 129,678 100,992
HH  CONSUIANT SEIVICES.....iiviieiiiieieee sttt 191,830 182,579
JJ OPErationNal SEIVICES........cveiieriiieieee et e s 29,818 28,058
KK EQUIPMENT PUICNESE. ... .cui ittt e 29,973 33,917
LL Equipment leases, maintenance and repair..........c..ccoceverveeeiesieseseseeseeeerennns 22,349 20,084
MM  Purchased client services and programs.........cocoeeeeerererereneseeeseseeseeseenens 17,625 17,951
NN Construction and iMmProVEMENTS..........ccceverierieiesiesesese e 88,245 84,450
RR  Benefit Programs.........cooiiiieieieeee e 173,372 161,774
TT Loans and special PAYMENES.........cccceveieiierereeee e 94,411 200,261
UU  Information technology (IT) EXPENSES .....covceeuirierierienieieieesie e 58,244 57,532

Total expenditures and other finaNCINgG USES........cvvvrerereeveirnreseerieeeeseeen, 1,898,892 1,838,379

Excess (deficiency) of revenues and other financing

sources over expenditures and other financing USES..........ccocvvvvvierierereenannn, (50,079) (4,102)

Fund balance (deficit) at beginning of year............cccccvvveiniiincenicserece e, 467,915 472,017

Fund balance (deficit) at end of year............ccoceveeecieii s, $ 417,836 $ 467,915
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State College System
Combining Higher Education Non-Appropriated Activity - Statutory Basis

Fiscal Year Ended June 30, 2008
(Amounts in thousands)

Bridgewater ~ Framingham Fitchburg Massachusetts
State State State College of
College College College Art
Revenues and other financing sources
Federal grants and reimbursements..............cccccceeun.... $ 5,655 $ 1905 $ 3,743 % 1,530
Departmental reVENUE.........ccovvevierieesesieeee e 71,742 29,504 31,372 20,367
Miscellaneous FEVENUE..........cveveeeeeeeeeeee e e 37,129 28,738 15,222 7,749
Total revenues and other financing sources............. 114,526 60,147 50,337 29,646
Expenditures and other financing uses
(by MMARS subsidiary):
AA Regular employee compensation..........cccceeveeerererenecns 29,048 2,133 5,636 5,167
BB  Regular employee related eXpenses..........ccoveevrvereenene. 1,091 267 296 459
CC Special employees and contracted Services.................. 14,200 7,198 8,989 4,170
DD Pension and iNSUFANCE..........cccurvereerrereenreerenneeseaeenenns 11,108 1,465 1,975 494
EE  Administrative eXpenditures.........cc.coocvverereriniereniennas 10,558 20,529 1,042 1,617
FF  Facility operational SUPPHES........ccccovereriiiineniiinennnn, 2,302 1,540 832 1,051
GG Energy costs and space rental..........ccocoevvvvveniiiiienennns 4,322 2,987 2,518 1,839
HH  Consultant SErVICES........covvevriieeriieireee s 2,775 1,095 1,036 1,630
JJ Operational SErVICES........coviireriiineneise s 7,733 3,622 84 1,223
KK EqUIipment pUrchase.........cocveneiiineneinenenesesesienens 3,247 706 1,173 599
LL  Equipment leases, maintenance and repair.................. 4,930 524 527 682
MM Purchased client services and programs............ccee.... 532 296 196 -
NN  Construction and improvements...........ccccoeeverviinennenn, 5,134 2,827 1,233 2,962
PP Aid to local governments.......c.ccocvvererineneneereniesienennns - - - -
RR  Benefit programs..........ccocevviiienenniineneene e 9,879 2,767 4,779 2,654
SS  Debt payment.......ccccvveieiiiini - 686 - -
TT  Loans and special payments...........c.ccocuevrnrevnnniennnns 7,717 4,574 18,045 1,968
UU  Information technology (IT) eXpenses ..........ccccoveuene. 717 4,206 2,294 1,886
Total expenditures and other financing uses............ 115,293 57,422 50,655 28,401
Excess (deficiency) of revenues and other financing
sources over expenditures and other financing uses............... (767) 2,725 (318) 1,245
Fund balance (deficit) at beginning of year............cccocovennne. 24,522 25,144 28,276 8,152
Fund balance (deficit) at end of year..........c.ccccevrvvvrrivicriennas $ 23755 $ 27869 $ 27,958 $ 9,397
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Massachusetts Massachusetts Salem Worcester Westfield

Maritime College of State State State TOTALS
Academy Liberal Arts College College College 2008 2007
$ 457 $ 1,817 $ 6,377 $ 1,771 $ 3,615 $ 26,870 $ 51,202
15,598 16,707 5,314 34,459 44,286 269,349 255,108
4,980 5,668 82,125 15,596 14,444 211,652 159,568
21,035 24,192 93,816 51,826 62,345 507,871 465,878
1,830 2,618 11,820 1,602 6,654 66,508 64,328
730 401 217 579 452 4,492 3,544
3,822 2,273 14,584 6,488 9,608 71,332 65,652
901 788 4,992 537 3,643 25,903 21,748
1,707 2,187 7,308 9,911 2,031 56,890 43,122
1,361 533 2,618 5,119 906 16,262 10,178
1,736 1,898 4,465 9,590 4,248 33,603 24,151
537 767 1,310 4,941 1,289 15,380 10,207
4,454 3,568 1,597 3,563 1,514 27,358 20,679
779 338 494 1,829 348 9,513 8,018
362 661 591 4,470 525 13,272 7,000
- - 551 - 306 1,881 1,752
773 1,527 6,817 22,419 4,299 47,991 35,133
- - - - - - 9
429 3,736 11,244 20,106 4,433 60,027 40,869
- 13 - 15,553 157 16,409 667
2,793 1,596 33,167 698 15,178 85,736 77,198
974 183 3,926 250 2,414 16,850 15,776
23,188 23,087 105,701 107,655 58,005 569,407 450,031
(2,153) 1,105 (11,885) (55,829) 4,340 (61,536) 15,847
5,365 10,002 5,457 54,129 24,621 185,667 169,820
$ 3,212 $ 11,107 $ (6,428) $ (1,7000 $ 28,961 $ 124,131 $ 185,667
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Community College System

Combining Higher Education Non-Appropriated Activity - Statutory Basis

Fiscal Year Ended June 30, 2008

(Amounts in thousands)

Berkshire Bunker Hill Bristol Cape Cod Greenfield Holyoke Massasoit
Community Community Community Community Community Community Community
College College College College College College College

Revenues and other financing sources

Federal grants and reimbursements..............cocveeeeene, 4,424 $ 7,617 $ 7,639 $ 2,472 $ 2,549 $ 6,297 $ 6,478

Departmental revenue.... 7,469 26,524 20,022 9,515 9,839 13,863 15,340

Miscellaneous revenue... 2,500 13,073 13,623 6,112 5,654 12,080 6,550

Total revenues and other financing sources................. 14,393 47,214 41,284 18,099 18,042 32,240 28,368
Expenditures and other financing uses

(by MMARS subsidiary):

AA Regular employee compensation 17 14,693 5,230 2,722 2,408 3,510 4,454
BB  Regular employee related expenses. 81 123 288 160 210 337 95
CC Special employees and contracted services. 2,280 9,583 9,740 5,092 4,666 6,597 6,953
DD  Pension and insurance. 767 1,158 2,645 1,594 1,123 1,566 1,577
EE  Administrative expenditures.. 734 2,676 1,689 1,192 835 1,888 2,069
FF  Facility operational supplies.. 475 797 743 432 981 2,942 1,177
GG Energy costs and space rental... 1,004 1,242 1,717 764 1,624 1,313 1,528
HH  Consultant services 313 663 917 376 587 248 240
JJ  Operational services... 547 1,354 414 183 251 1,720 201
KK Equipment purchase... 248 617 677 366 115 199 483
LL  Equipment leases, maintenance and repair. 117 634 218 308 137 179 1,042
MM  Purchased client services and programs, 3,470 535 1,231 - - 44 361
NN Construction and improvements... 630 2,423 3,635 630 354 2,962 675
PP Aid to local governments 121 - 268 - - - -
RR  Benefit programs. 2,586 8,409 7,153 3,903 3,399 8,242 6,123
SS  Debt payment. - - - - - 195 -
TT  Loans and special payments 872 - 140 26 59 - 2,211
UU Information technology (IT) expenses. 621 2,600 1,494 1,089 760 1,633 1,268

Total expenditures and other financing uses................ 14,883 47,507 38,199 18,837 17,509 33,575 30,457

Excess (deficiency) of revenues and other financing

sources over expenditures and other financing uses.... (490) (293) 3,085 (738) 533 (1,335) (2,089)

Fund balance (deficit) at beginning of year................ 3,365 21,039 19,477 10,008 1,279 9,566 7,925

Fund balance (deficit) at end of year.........ccccoeovrienne 2,875 $ 20,746 $ 22,562 $ 9,270 $ 1,812 $ 8,231 $ 5,836
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Massachusetts Mount Northern North Springfield

Bay Middlesex Wachusett Essex Shore Quinsigamond Roxbury Technical
Community Community Community Community Community Community Community Community TOTALS
College College College College College College College College 2008 2007
$ 2,308 $ 7,286 $ 699 $ - $ 8,664 $ 4,903 $ 4,328 $ 5,673 $ 71,336 $ 66,630
15,916 21,280 18,631 46,662 21,415 14,687 2,800 24,815 268,778 276,132
1,724 20,490 6,189 3,167 9,752 5,734 14,463 8,574 129,684 98,997
19,948 49,056 25,519 49,829 39,831 25,324 21,591 39,062 469,798 441,759
465 13,221 6,484 2,074 13,702 3,209 385 1,021 73,595 62,123
132 592 341 2 91 321 73 327 3,173 4,491
92 9,345 6,024 43 6,746 1,372 15,788 6,502 90,822 90,751
389 5,864 1,330 801 1,141 2,095 191 531 22,772 17,868
1,856 2,321 3,780 34,004 1,772 1,843 533 2,677 59,868 54,490
545 1,045 1,141 66 3,076 4,040 734 3,766 21,959 19,417
2,153 4,014 2,106 86 1,535 1,154 441 1,386 22,066 18,174
- 3 489 1 1,173 1,005 199 1,821 8,035 8,122
- 67 259 31 166 194 357 841 6,585 5,578
- 2,006 1,132 2 306 575 56 506 7,288 6,485
- 559 1,168 7 190 2,128 122 2,179 8,988 7,643
140 - 344 - 176 - 1 1,225 7,527 4,339
1,960 - 707 - 467 1,121 317 308 16,189 9,866
- - 293 - - - 8 - 690 581
2,566 122 1,834 12,762 6,994 7,201 1,907 8,199 81,400 66,598
- - - - 1,037 117 - - 1,349 1,847
- 5,142 1,164 - - 507 83 - 10,204 9,520
2,881 30 21 - 1,459 2,481 623 55 17,015 14,909
13,179 44,331 28,617 49,879 40,031 29,363 21,818 31,344 459,525 402,802
6,769 4,725 (3,098) (50) (200) (4,039) (227) 7,718 10,273 38,957
15,469 (5,318) 3,160 4,025 6,927 6,412 6,438 34,738 144,508 105,551
$ 22,238 $ (593) $ 62 $ 3,975 $ 6,727 $ 2,373 $ 6,211 $ 42,456 $ 154,781 $ 144,508
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	cathyMartin J. Benison, Comptroller
	One Ashburton Place
	Boston, MA  02108
	October 29, 2008  
	To the Citizens of the Commonwealth of Massachusetts,Governor Deval L. Patrick, and Honorable Members of the General Court
	I am pleased to present to you the Statutory Basis Financial Report (SBFR) of the Commonwealth for the fiscal year ended June 30, 2008 (FY08).
	The Commonwealth completed the year ended June 30, 2008 with a budgetary loss (excess of expenditures and uses over revenues and sources) of approximately $495 million, decreasing budgeted fund balances to slightly over $2.4 billion.  Of total budgeted fund balance, over $2.1 billion is retained in the Stabilization Fund, compared to a balance of over $2.3 billion at the end of 2007.  The Stabilization Fund balance compares favorably to that of other states, but even so represents only 23 days of total budgeted expenditures and other uses for FY08.  The significant financial uncertainty and tight credit markets resulting from the unstable world and national economies counsels caution in budgeting and in use of the Stabilization Fund to assist the Commonwealth in weathering what is predicted to be an economic downturn for states lasting more than one fiscal year. 
	During FY08, budgeted tax revenues overall rose approximately 5.7%.  Income taxes grew 9.5%, offsetting declines in other categories such as sales and use taxes, which declined by 2.9% and corporate taxes, which fell by approximately 4.8%.  All other taxes combined rose by approximately 4.3%.
	The Commonwealth experienced positive job growth and relatively low unemployment during FY08 compared to the nation as a whole.  The unemployment rate for the Commonwealth was 4.4% at the beginning of the year and fell as low as 4.1% in April.  Increases in May and June as the national economic decline began to be reflected in Massachusetts brought the Commonwealth’s rate to 5.2% at year end, still comparing favorably to the national average of 5.5%.  As late as April 2008, unemployment was only at 4.1% in the Commonwealth. The FY09 budget forecasts total revenues for budgetary purposes at approximately $27.5 billion, or approximately $900 million less than FY08’s budgeted revenues.  However, spending was appropriated for FY09 at $28.2 billion, amounting to approximately $679 million operating loss or structural deficit.  The Governor has already announced spending cuts to attempt to alleviate this deficit.
	As of the publication of this report, the Commonwealth has experienced additional impacts of the world and national economy.  On October 15th, the Secretary of Administration and Finance issued a revised revenue forecast reducing fiscal 2009 (FY09) forecasted revenues by $1.1 billion, putting the estimated budget short-fall of $1.1 billion to 
	$1.4 billion.  To address this short-fall, the Governor announced administrative actions, as well as proposed legislative solutions including:
	 Voluntary cuts and contributions to solve the budget gap from entities outside the Governor’s budget cutting authority including the Legislature, Constitutional Officers, the Judiciary, and payments to authorities totaling approximately $100 million.
	 $755 million in cuts across Executive Branch agencies and implementation of $146 million in additional spending controls to eliminate the need for additional funding.
	 A proposal to restructure state employee health insurance contributions which is expected to save approximately $29 million.  The proposal changes employee contributions from a system based on date of hire and on salary level. 
	 A proposal for $168 million in additional revenues and savings.
	 A proposal to use an additional $200 million in reserves from stabilization.
	These measures should bring the Commonwealth closer to fiscal balance.  The Commonwealth continues to struggle with very tight cash flow conditions.  
	Overview of the Financial Statements
	This report includes the reports on the activity and balances of the budgeted funds, non-budgeted special revenue funds, capital project funds, fiduciary funds and the non-appropriated funds of higher education.
	The financial operations of these funds are maintained in the Massachusetts Management Accounting and Reporting System, (MMARS).  The statewide accounting system is operated by the Commonwealth and contains detailed information summarized in this report.
	The SBFR is intended to satisfy the requirements of state finance law, and to present fairly the results of FY08 activity in the Commonwealth’s funds.  The report contains computations required by state finance law, including the certification of transfers to and balances in the Stabilization Fund and Tax Reduction Fund.
	Basis of Accounting
	The statutory basis of accounting, defined in Massachusetts law, is used to budget and control fiscal operations.  The statutory basis of accounting is not in conformity with accounting principles generally accepted in the United States of America (GAAP) as defined for governments by the Government Accounting Standards Board (GASB).  This report’s purpose is to document compliance with Massachusetts state finance law.  I will report the Commonwealth’s financial position on a GAAP basis in December, in our Comprehensive Annual Financial Report (CAFR).  This report, which will be prepared in accordance with GAAP, provides a basis for comparison with other governments.  There 
	are significant differences between what is contained in the SBFR fund balance, revenues and expenditures and what will be presented in December under GAAP.  The major differences include the different presentation for depreciation expense, the presentation of all types of long term obligations, including debt on the face of the financial statements and the presentation of those financial statements in an all – encompassing, net assets and net expense format. 
	In accordance with Section 12 of Chapter 7A, Massachusetts General Laws, the Office of the Comptroller transmits the SBFR on October 31st.  The SBFR report for fiscal year ended June 30, 2008 herein is audited by KPMG LLP and represents the closing of the Commonwealth’s books for the fiscal year.  This audit is conducted in conjunction with the Office of the State Auditor, which provides knowledge, expertise and resources to audit the financial statements.
	Financial Highlights
	The following represent significant events over the last fiscal year that impacted the financial condition of the Commonwealth:
	 Because of the slow down of tax revenue growth, no funds were held aside during the year in cumulative state tax revenues in excess of permissible limits.  $75 million in interest and $240 million in principal were transferred from the Stabilization Fund An additional $2.2 million was deposited from tax revenues of certain lottery winners who sold their stream of future winnings in exchange for current payments.  
	 The Commonwealth received settlements related to the Central Artery/Tunnel project from several contractors totaling approximately $414 million, of which approximately $397 million was deposited into a non-budgeted special revenue fund for future maintenance on the project and approximately $17 million was deposited into a capital project fund for current construction.
	 Tobacco settlement proceeds for the year were approximately $288 million, reflecting the first year of receipts of strategic contribution payments to the Commonwealth because the Commonwealth was an original litigant against the tobacco manufacturers.  The entire amount was used in support of current operations.  $150 million was redeemed from the accumulated unspent balance of tobacco settlement proceeds during the year to support operations.  At the end of FY08, the entire accumulated balance of approximately $336 million was transferred to the State Retirement Benefits Trust Fund to pay for Other Post Employment Benefits for retirees, also known as OPEB.
	The budgeted full-time equivalent workforce, including higher education, increased by 1,426 persons from FY07 or 1.7%: 1,033 FTE’s were added under the Governor’s authority, 29 FTE’s in the Judiciary and 365 in the Constitutional Offices. 
	Health Care Reform and Waivers
	Implementation of the Commonwealth’s landmark Health Care Reform law continued in FY08.  Health insurance coverage of individuals expanded significantly during the first year of the individual mandate.  Total General Fund transfers into the Commonwealth Care Trust Fund rose to approximately $1 billion in FY08, up from $722 million in FY07.  This reflected increasing enrollment in Commonwealth Care, one component of nearly 440,000 residents having newly enrolled in health insurance through a combination of private and public programs by April of 2008.  One impact of this is a reduction in free care through the state’s hospitals and community health centers.
	The Commonwealth operates the majority of its Medicaid program under a federal section 1115 demonstration project waiver.  This waiver expired on June 30, 2008.  The federal government granted extensions for the July 1, 2008 to June 30, 2011 period during July, August and September of 2008 (FY09) during the negotiation process.  On September 30, 2008, the Commonwealth announced it had reached an agreement in principle with the federal government for this waiver, including health care reform provisions.  The agreement authorizes federal reimbursement for approximately $21 billion in spending from FY09 through FY11, $4.3 billion more in spending than was authorized for FY06 through FY08.  Federal reimbursement will be able to be claimed for all programs at current eligibility and benefit levels, including Commonwealth Care’s subsidized coverage of adults up to 300% of federal poverty level.
	In addition, subsequent to year end and to further subsidize health care reform, the Commonwealth adopted revised regulations that require employers with 11 or more full-time equivalent employees to make a “fair and reasonable” premium contribution to their employees’ health insurance or pay a fee to the Commonwealth.  Previously, the regulations provided that an employer met the “fair and reasonable” contribution standard if either (i) 25% or more of its full-time employees enrolled in the employer’s group health plan or (ii) it offered to contribute at least 33% towards the premium cost for a group health plan for full-time employees who worked at least 90 days. The revised regulations, which will take effect January 1, 2009, maintain this test for firms with 50 or fewer full-time employees but require larger firms to meet both the employee enrollment and the employer contribution standards. Moreover, under the revised regulations, firms would also be considered to meet the “fair and reasonable contribution” standard if 75% or more of their full-time employees enroll in their group health plans.  
	Other Post-Employment Benefits – OPEB
	In FY08, the Commonwealth began funding and disclosing its liability for other post employment benefits, including retiree health care and life insurance costs. The initial liability developed last year was estimated to range from $7.6 billion to $13.6 billion depending on how aggressively the Commonwealth acts to fund the liability, and consequently whether a lower or higher discount rate was appropriate.  On a statutory basis, the Commonwealth contributed nearly $355 million to OPEB costs and transferred the balance of over $336 million in the Health Care Security Trust to the State Retiree Benefits Trust Fund.  
	On August 5, 2008, a Special Commission to study OPEB released its report.  The bi-partisan Commission was comprised of members of the House and the Senate and the Administration.  The report recommends that tobacco settlement proceeds be used to fund OPEB, phasing in over four years to 90% of proceeds.  Secondarily, the Commission recommends that 50% of any unanticipated surplus funds in a given budget cycle as part of the Stabilization calculation be directed to fund OPEB.  Finally, the Commission recommends combining the pension and OPEB funding process with the predominant portion funding the remaining pension obligation until 2023 and upon full pension funding, keeping the appropriations steadily rising until OPEB is funded.  This actuarial liability is being updated to reflect these recommendations.  This updated valuation will be available in November.
	Lottery Deficit
	In FY08, the State Lottery transferred approximately $935 million in the aggregate to municipalities as mandated by the general appropriation act, regardless of the actual amount available in the State Lottery Fund.  Lottery revenues for FY08 increased 5.2% to approximately $4.9 billion.  Prizes were approximately $3.9 billion and operating expenses and other mandated transfers were nearly $1.2 billion.  Subsequent to year end, legislation was passed transferring up to $117 million from the General Fund into the Lottery to cure any current year deficit and an additional approximately $119 million from the General Fund to cure the FY07 deficit.  Of the $117 million authorization, approximately $81 million was transferred to reduce the Lottery’s deficit to approximately $32 million.  A transfer to eliminate this balance will be made in FY09.  To help ensure that the Lottery Fund remains stable, the FY09 budget provides for $811 million in local aid from the Lottery Fund and an additional $124 million from the General Fund.
	The Budgeted Funds
	The General Appropriation Act (GAA) authorized approximately $25.4 billion in spending, exclusive of approximately $451 million in FY07 spending authorized to be continued into FY08 as part of a final FY07 supplemental budget.    
	Supplemental budgets during the year authorized $367.5 million in appropriations.  Subsequent to year end, one additional supplemental budget was enacted totaling approximately $46.5 million.  The year’s supplemental appropriation and transfer activity included:
	 $48.4 million for additional snow and ice removal costs from highways, plus an additional $27.1 million for a snow and ice reserve account and another $2.4 million for parkway snow and ice removal.
	 $36 million for additional managed health care spending.
	 $29.5 million due to increased group insurance commission costs, with approximately $11 million for retiree health care.
	 $25 million for home heating assistance for low income families.
	 $25 million for a reserve account for county corrections.
	 Approximately $22.5 million for private counsel compensation for indigent defendants.  Additional amounts were appropriated for court costs and public defenders.
	 $20 million in a collective bargaining reserve in addition to direct appropriations for specific union contracts.
	 $14.2 million for transitional aid to needy families.
	 $13.5 million for transitional aid to families with dependent children.
	 $10 million for correctional facilities.
	A total of 96 budgetary appropriations were supplemented during the year.
	Budgeted expenditures and other uses, including transfers to non-budgeted funds, increased by nearly $3.6 billion.  Of this amount, programs and services rose by approximately $1.1 billion and transfers to non-budgeted funds, largely related to Health Care Reform, increased by nearly $913 million.  Deficit elimination transfers pursuant to statute also increased budgeted transfers by $1.6 billion, almost entirely due to the deficit in the Highway Fund, eliminated by a General Fund transfer.
	The Budgeted Funds – Operations table on page 7 displays the FY08 summary of budgeted funds, compared to FY07.  The FY08 financial statements for each of the 11 individual budgeted funds are included in the financial section of this report.  In FY09 and in future years, if revenue growth slows, the challenge will be to continue to match spending to available revenues.
	In conducting the budget process, the Commonwealth excludes from their forecast those “interfund” transactions within the budgeted funds that are included in this report because by their nature, they have no impact on the combined fund balance of the budgeted funds.  The table Budgeted Funds – Operations isolates this “interfund” activity from the budgeted sources and uses to align forecasts prepared during the budget process to actual amounts in this report.  In FY08, transfers among the Budgeted Funds decreased as a result of funds provided from Stabilization Fund to other funds to balance the budget for the year as well as year-end transfers back into the Stabilization Fund.  A detailed list of these interfund transfers is included in Note 3 of the financial statements.
	The graph of Budgeted Funds – Fund Balance on page 8 portrays the combined fund balance in the budgeted funds for the past five years.  
	At June 30, 2008, the ending balance is comprised mainly of the statutory fund balance of the General Fund and the Stabilization Fund.  Deficit elimination authorized in statute occurred in FY08, eliminating deficits in the Highway Fund and the Workforce Training Fund by 
	surplus undesignated balances in the General Fund, Massachusetts Tourism Fund and Division of Energy Resources Credit Trust Fund.
	Due to designations of fund balances, $146 million of the total budgeted fund balance, exclusive of stabilization, is reserved for appropriation in FY09.  The remainder is undesignated.  
	The Stabilization Fund
	As states around the country are struggling with ongoing fiscal difficulties, the importance of the Stabilization Fund cannot be underestimated.  During FY08, according to the National Association of State Budget Officers, 13 states cut their budgets during the year after their general appropriation acts had passed.  The June 2008 “Fiscal Survey of the States” showed states were trying to reduce or eliminate budget gaps during FY08 by increasing fees, laying off and furloughing personnel, offering early retirement incentives, instituting across the board or targeted cuts and reorganizing. The Commonwealth took specific activities in the Stabilization Fund this year to help attain fiscal balance, including transferring $75 million in investment earnings and $240 million in principal to the General Fund.  In FY09, all of the Stabilization Fund investment earnings and $310 million in principal will transfer to the General Fund.
	Even with these activities, the fund maintains a healthy balance compared to other states.  The survey published in June 2008, again ranked the Commonwealth second in the nation in FY07 in terms of the balance in stabilization.  Five states had no stabilization fund balance at the end of FY07.  Of states with over $10 billion in General Fund expenditures in FY07, the Commonwealth’s Stabilization Fund balance as a percentage of expenditures ranked third in the nation behind Maryland and Connecticut.  Georgia,  Minnesota and Virginia followed.  As the graphic on the left portrays, the Commonwealth continues to outpace the rest of the nation in this key element of fiscal condition.  The Commonwealth is as prepared as it can be for this rainy day that is upon us.  
	The Non-Budgeted Funds 
	The Non-Budgeted Funds represent operations in which the government has imposed its sovereign authority but has excluded these operations from the annual budget process.  During FY08, the Commonwealth maintained 57 of these funds, while another 5 are inactive.
	The largest non-budgeted funds in terms of revenues include the Lottery, Federal Grants, the funds that account for the operations of health care reform and the Health Care Security Trust (HST), (which is designated to receive tobacco settlement funds before transfer to the General Fund), Grant Anticipation, MBTA State and Local Contribution Fund, the School Modernization and Reconstruction Trust (SMART) Fund and new this year, the Central Artery / Tunnel Project Repair and Maintenance Trust Fund.  This fund commenced operations 
	in FY08 to account for portions of settlements received from the Central Artery / Tunnel project contractors to be used for repairs and maintenance for the project in the future.  During FY08, nearly $397 million of new revenues came into this fund from these settlements.
	The table Non-Budgeted Funds – Operations below includes a summary of the FY08 non-budgeted funds.   Financial statements for each of the individual funds are included in the financial section of this report.  
	As previously discussed, the State Lottery Funds ended the year with a deficit of approximately $32 million, due to the mandatory distribution of over $1 billion to cities and towns in the FY08 GAA.  The Commonwealth enacted legislation to solve most of the prior Lottery deficits by capping amounts transferring from the Fund in FY09.  Any overage is to be transferred from the General Fund. This deficit is reflected in the Non-Budgeted Funds – Operations Table below:
	The HST reports all revenues received from the Master Settlement Agreement (MSA) between the states and the tobacco industry to recover healthcare costs for tobacco related illnesses.  The MSA estimates Commonwealth revenues for the first 25 years of the settlement to be approximately $7.6 billion.  However, this estimate is subject to future adjustments, including adjustments for inflation and changes in the volume of domestic cigarette sales.  In FY08, the Commonwealth received over $288 million or approximately 87.4% of the estimated amounts shown in the MSA.  Receipts were up in FY08 due to the initial Strategic Contribution Fund payments under the terms of the MSA.  These payments are projected to be received through FY17.  The FY08 GAA directed all MSA receipts to the General Fund.  $157 million of the HST fund balance also transferred to the General Fund during FY08 pursuant to legislation, along with an additional $36 million of investment earnings transferred to the General Fund.   After these transfers, the remaining fund balance of over $336 million transferred to the State Retiree Benefits Trust Fund.
	Continuing in FY08, a portion of the Commonwealth’s federal transportation funds were dedicated to paying off prior year expenditures of the Central Artery/Tunnel Project (CA/T) which were temporarily financed through Federal Grant Anticipation Notes (GANS).
	During FY98, the Legislature authorized the issuance of $1.5 billion in GANS to finance the current cash needs of the CA/T.  All of the GANS have been issued.  The GANS are not considered general obligation debt of the Commonwealth.  The proceeds of the GANS were used to temporarily finance federally eligible expenditures until federal funds were authorized.  Continuing in FY08, federal funds were drawn down to reimburse the Commonwealth for these prior year expenses.  From this year through 2015, these eligible expenses will be reimbursed by the federal government and the reimbursement will be used to retire the GANS.  Activity related to issuance of GANS and the accumulation of pledged funds and the payment of debt service is accounted for in the Grant Anticipation Note Trust Fund.  In July 2003, the Commonwealth completed a cross-over refunding of the GANS.  Approximately $388 million in GANS issued in 1998 and 2000 at coupons ranging from 5.125% to 5.75% that will mature on December 15, 2008 and 2010, respectively, were partially refinanced with $408 million of refunding notes with yields of 2.51% to 3.39%.  The interest on the newly issued refunding notes is paid from an escrow until final redemption.  This technique results in economic savings, but does not result in the legal defeasance of the notes.  As a result, the original as well as the refunding notes are reported on the Commonwealth’s books until the maturity dates.  The balance in the fund for FY08 represents approximately $619 million held for payment of interest on the GANS inclusive of an escrow for payment of GANS involved with the aforementioned cross-over refunding.
	The Universal Health Care funds, including the Commonwealth Care, Essential Community Provider, Medical Assistance, the Health Safety Net and the Medical Security Trust Funds, largely related to Health Care Reform, revenues and other financing sources were nearly $2.1 billion in FY08, rising from over $1.8 billion in FY07.  This is due to the increases in activity and enrollments under the Health Care Reform acts.
	The graph Non-Budgeted Funds - Fund Balance shows the combined fund balance in the Non-Budgeted funds for the past five years.  Increases this year are largely due to Central Artery/Tunnel settlements received in a Non-Budgeted Fund enacted for maintenance of the project, offset by deficits in the Lottery Fund and two other smaller funds.   For example, the Government Land Bank Fund has a chronic structural fund deficit.  The FY08 deficit balance of $35 million remains an unbudgeted drain on the General Fund.  While steps have been taken to stop the growth in this deficit, the Fund should be abolished and the deficit transferred into the General Fund.  An additional $11 million deficit exists in the Motor Vehicle Inspection Fund.  In accordance with General Laws, this deficit must be eliminated and the Fund must be in balance by June 30, 2009.  As indicated in previous years, more consolidation and elimination is needed for these funds.
	The Capital Projects Funds
	The purpose of these funds is to account for the construction or acquisition of capital assets.  The Governor may propose capital outlay budgets, which, upon enactment by the Legislature and approval by the Governor, become capital outlay acts.  Capital outlay acts financed through the sale of debt require a two-thirds vote of the Legislature.  Numerous acts may be combined for reporting in an individual Capital Project Fund, but each act is accounted for separately within the fund.  These accounts record authorizations for expenditures in itemized capital appropriation accounts and equivalent authorizations to issue bonds or notes in anticipation of federal reimbursements.
	The structure of these funds is such that each capital outlay authorization is in balance, creating authorization for inflows, (which may be from sales of bonds, federal reimbursements or other revenues)
	and authorization for expenditures.  Imbalances due to timing differences develop when the expenditure precedes the inflow of funds from the sale of bonds or federal reimbursements.  Because of federal tax arbitrage rules, tax exempt bonds are not routinely sold in anticipation of expenditures.  
	The Commonwealth issued over $1.3 billion in debt this year, including over $25 million in original issue premiums.  No refunding debt was issued this year.  
	25% of the Commonwealth’s general obligation debt has been issued as variable rate bonds as of June 30, 2008.  Included in this variable debt were approximately $566 million in auction rate securities (about 4% of all general obligation debt) as of June 30, 2008.  Beginning in February 2008 several auctions of the Commonwealth’s auction rate bonds began to fail, meaning there were not enough bids from investors to purchase securities being offered for sale by existing holders.  These auction failures have been systemic throughout the municipal bond market, caused primarily by widespread downgrades and negative rating outlooks of a number of municipal bond issuers other than the Commonwealth.  The failed and unsubscribed auctions have resulted in higher interest costs, but as of June 30, 2008, none of these costs have exceeded their budgeted debt service amount of 5%.  Subsequent to year end, the Commonwealth refunded its Series 2007 D-1 and D-2 auction rate bonds and replaced them with fixed rate bonds.
	These remaining variable rate bonds are largely “swapped” to synthetically fixed interest rates.    
	The CA/T project is winding down.  Settlements were received during the fiscal year between the Commonwealth and several contractors totaling approximately $414 million, of which approximately $17 million was deposited into the Central Artery / Statewide Road and Bridge Infrastructure Fund and the remainder was deposited into the Central Artery / Tunnel Project Repair and Maintenance Trust Fund.  As of May 2007, an updated cost estimate stood at $14.798 billion for the project.  However, the finance plan related to this cost estimate has not been approved by the federal government.  As a result, the remaining $162 million of federal funds for the project have been withheld from the project pending federal approval.  Because of this delay, the Commonwealth is or has paid for the final pieces of the project through operating revenues.  The Commonwealth continues to work with the federal government to resolve all issues surrounding the final financing plan.  The chart on the left shows the total spending for the CA/T for 2008 and for the life of the project.
	During FY07, Massport paid the Commonwealth approximately $25 million  in partial satisfaction of amounts owed for certain portions of the CA/T project consisting of roadways, viaducts and other structures located at Logan International Airport in East Boston. $12.4 million remains to be paid.
	The graph Capital Projects Funds – Fund Balance (Deficit) shows the combined fund balance in Capital Projects Funds for the past five years.  The majority of the individual funds remain in deficit due to the timing differences between bonding and expenditures offset by surpluses in three funds.  These three funds include a fund for central artery and statewide roads and bridge construction, a fund for the Commonwealth’s convention centers and a fund for the federal highway construction program.  These funds contain designated reserves or escrows where the Commonwealth is able to legally arbitrage revenues consistent with the provisions of the existing tax code.  
	The Capital Projects Funds – Operations table on the page 14 includes the FY08 Capital Projects Funds, summarized and compared to FY07.  Financial statements for each of the individual funds are included in the financial section of this report.
	The Administration continues to oversee a coordinated fiscal strategy for the management of Capital Project Funds.  This strategy includes a five – year capital budget linked to debt management and capital management.  The focus of this strategy is to manage capital spending within outstanding debt levels the Administration considers appropriate for the Commonwealth.  An important part of the strategy is to control capital spending within an administrative “cap.”  
	As part of this strategy, the Administration restructured the bond funded portion of the cap to $1.5 billion for FY08 and increasing $125 million annually through FY12.  Under the plan, an annual borrowing limit was set to keep debt service expenditures, inclusive of all debt, grant anticipation notes, all forms of contract assistance and certain capital lease financings to 8% of budgeted revenues.  However, we must 
	be vigilant in these times of tight liquidity to sell bonds where authorized and possible and where they will fit into caps to keep operating cash flowing.
	At and subsequent to year end, the Commonwealth enacted several sweeping bond authorizations including:
	 $2.2 billion for new higher education buildings, renovation projects and capital improvements at each of the Commonwealth’s public higher education campuses.
	 $40 million for a Massachusetts Broadband Institute within a separate authority of the Commonwealth (the Massachusetts Technology Collaborative).
	 Nearly $1.3 billion for affordable housing.
	 $1.6 billion for transportation improvements (leveraging $1.9 billion in federal reimbursements) in order to bring the Commonwealth into compliance with federal highway administration and federal transit authority orders.
	 A second $1.4 billion bond bill for roads, bridges and other transportation related projects.
	 Nearly $1.7 billion for open space, parks, “clean energy” projects and to rebuild park infrastructure.
	 $3.3 billion of general government capital needs for public safety, municipal and state facilities, information technology, correctional and court facilities.  Information technology initiatives will modernize systems at the Department of Revenue and the Registry of Motor Vehicles.
	 An additional nearly $3 billion to finance an accelerated structurally deficient bridge program that includes over 250 bridge projects over the next eight years with approximately $1.9 billion in special obligation bonds secured by a portion of gasoline taxation and $1.1 billion of GANS.
	De-authorization of previously issued capital appropriations are also included as part of many of these bills.  These de-authorizations will occur in FY09.  Even though the new authorizations are for approximately $15 billion, the Commonwealth will determine the timing and extent of capital spending and bonding as part of its five year capital plan.
	The Fiduciary Funds (Excluding Agency Funds)
	The Fiduciary Funds record the Commonwealth’s responsibility for assets it controls on behalf of other parties.  Examples of such funds are the Unemployment Compensation and Post Employment Benefit Trust Funds.  The table on the following page, which excludes assets held on a purely custodial capacity in so-called Agency Funds, summarizes the FY08 activity of the Fiduciary Funds.  Nearly 96% of the Fiduciary Fund assets are related to the Commonwealth’s Post – Employment Benefit Trust Funds detailed in fund statements found in this report.
	An approximately $1.3 billion operating loss in this fund group is primarily the net of three significant events:
	 The net change in value of pension assets decreased by approximately $1.1 billion, reflecting equity and credit market declines.  However the Pension Reserves Investment Trust Fund (PRIT) continues to return an average annual return of 10.9% since its inception in 1985. 
	 An inflow of $328 million from the Health Care Security Trust Fund to fund past employment health care benefits.
	 Employer and employee contributions exceeded payments to the unemployed in the Commonwealth from the Unemployment Compensation Trust Fund by approximately $147 million, even though expenditures from the Fund increased by $155 million during the year.
	The pension valuation is based on data as of January 1, 2008.  Details of this valuation are outlined in Note 11 to the financial statements.  The value of pension assets of the public retirement systems increased from FY07 to FY08, resulting in an increase in funded status from 75.2% to 78.6%.  During FY07 and FY08, the Public Employee Retirement Administration Commission completed an updated experience study Analyses (covering the years 2000-2005) of the State Retirement System in 2007 and the Massachusetts Teachers’ Retirement System in 2008. January 1, 2008 is the first actuarial valuation using the revised assumptions. Overall the total cost using the revised assumptions is about the same as the cost using the prior assumptions. There was a slight increase in actuarial accrued liability and a slight decrease in employer normal cost.  Actuarial value of assets used in the valuation stood at 90.5% of market value for the State Retirement System and 90.4% of market value for the Massachusetts Teachers’ Retirement System.
	The Non-Appropriated Funds of Higher Education
	The SBFR includes the financial operations of the non-appropriated funds of the 25 institutions of higher education in the statistical section of this report.  Each institution of higher education is authorized and directed in its enabling statute to collect, retain and expend certain fees, rents, sales, donations, federal financial participation and other types of revenue through campus based systems.  These financial resources are integral parts of the total financial activity of each campus. They also represent resources in addition to amounts made available from Commonwealth appropriations.  Over the past few years, significant efforts have been made by our office and the institutions to improve the accuracy and timeliness of the higher education segment of the financial report.  
	The Non-Appropriated Funds of Higher Education – Operations table includes the FY08 funds, summarized and compared to FY07.  Financial statements for each of the individual funds are included in the statistical section of this report. The graph Non-Appropriated Funds of Higher Education – Fund Balance shows the combined fund balance for the past five years.  The combined balance represents approximately $418 million for the University of Massachusetts, approximately $124 million for the State College system and approximately $155 million for the Community Colleges.  These balances are designated for specific purposes, such as restrictions on endowments or other specialized purposes specified by the funding contributions.
	Comptroller Priorities 
	The Office of the Comptroller continues to work in collaboration with Department Chief Financial Officers to balance efficiency and accountability in Commonwealth financial operations. An ongoing key to this balance is the Office of the Comptroller and CFO’s working in partnership in implementing these goals. We have emphasized that systems depend on people who are integral to those systems. This recognizes that fiscal officers of the Commonwealth are being given increased authority and at the same time being held accountable, ensuring a balance of efficiency and integrity of the financial operations of the Commonwealth. We strike this balance between efficiency and integrity of operations through constant risk assessment and effective risk mitigation.
	In FY08, attention was focused on improving financial efficiency and accountability within the Commonwealth with a focus on environmentally friendly information dissemination and further expanding the use of the complete capabilities of the financial system. The Comptroller launched a number of parallel initiatives to accomplish these goals:
	 Paperless Remittance Advices
	The Commonwealth has gone to almost 100% electronic funds transfer for employee payments; however the accompanying pay advice was still distributed manually to most employees. The Comptroller provides a secure web site where employees through a login and password can access their pay advice and prior period information, increasing employee access to information at a significantly reduced cost. The site provides secure access to an informational W-2. In FY07, we released a complete upgrade of this application and rolled it out to the entirety of State Government.  In FY08, our focus was marketing to employees to use this site as their primary source for payroll advices.  Now employees use self-service to suppress their advice through PayInfo and in the first 4 months the number of employees doubled to 19% or almost 14,000.   Our “going green” campaign continues in FY09.
	 Internal Audit
	We have redeployed existing staff from processing and pre-audit functions within the office to a Quality Assurance Bureau. Using specialized data analysis tools, the Bureau supplements standard agency reviews with data mining techniques which identify transactions by risk profile, thus allowing the bureau to target certain risk profiles on a statewide basis.
	 Streamlined Customer Support
	The office supports state fiscal staff in a variety of ways. An independent assessment of these offerings identified potential improvements. In FY08, we updated our training program, initiated more outreach to fiscal staff outside the Boston area and enhanced on-line resources including updated and additional job aids and completely re-vamped e-learning sessions.  Webcast training, as 
	well as a webcast option for the several user group meetings offered by this office, is widely used and valued by the many local and satellite business offices around the Commonwealth.
	 Paperless Transactions
	To the extent transaction profiles do not warrant delegation, using MMARS to capture supporting documentation electronically within the actual transaction reduces initial processing costs along with the long term costs of archiving and later retrieving those documents. In the initial pilot, 7,000 transactions were converted to be completely paperless.
	 Maximizing Prompt Pay Discounts
	The Comptroller’s Office establishes system parameters to automatically schedule payments for issuance based on the cash flow needs of the Commonwealth along with maximizing discounts offered by vendors for prompt payment. Year over year, the growth of discounts offered with vendor contracts (18%) and discounts realized by departments (32%) brings real savings to departments’ line items. In FY08 $3.4 million was saved.   This will continue to be a high profile project for FY09.
	 E-Receipts
	Security of credit card and other revenue transactions where a citizen interacts with the Commonwealth is extremely important.  During the year, we worked with two vendors to test the systems and business processes that are part of the flow of e-commerce.  These tests will continue to evolve in the future as data security standards change due to technology and security threats.  We are also focused on increasing receipts through e-commerce.  The obstacle to increasing internet – based transactions has been the cost of credit card fees that can escalate dramatically for large payments.  Departments have started to accept automated clearing house (ACH) receipts, lowering the cost of e-commerce dramatically.  The Commonwealth is about to procure a new e-commerce contract during FY09 with a goal of increasing services and lowering costs.
	In FY09 we have outlined ongoing initiatives:
	 Upgrade of MMARS
	With much of the work performed in FY08, as of this report we are live with the upgrade of the financial system, MMARS.  The expertise and commitment of Commonwealth employees allows us to perform these upgrades in house with existing operational resources.  Continuing our established strategy to keep current with the baseline system provides expanding opportunities to streamline financial operations, compliance and reporting. 
	 Web Applications
	In addition to the financial system, the Comptroller maintains seven interactive web sites serving Commonwealth vendors, state employees, and processing internal transactions between this office and state departments. During FY08, we undertook a major initiative to provide a singular platform to house and secure these 
	applications and functionality for Intranet operations.  In FY09 development and implementation of the specialty programs will be incorporated within the framework. 
	 Encouraging Shared Services
	Shared services that are performed properly and authorized in law may lower the overall cost of operations through the reduction of redundant functions within Secretariats.  The Commonwealth should also consider consolidating back office functions for smaller departments to increase internal controls and lower costs.
	 Upgrade of HR/CMS
	The Human Resource/Compensation Management System is being upgraded over the next 2 years.  This multi-phase upgrade will enable the Commonwealth to bring processing and functional improvements, including time and attendance and labor, to the central payroll system.  In addition, the ability to offer enterprise-wide talent management solutions and self-service functionality to employee directed data will present sustained benefits to the Commonwealth. 
	 Reinvigorating Internal Controls
	The economic downturn led to difficult but necessary actions earlier this month by the Governor and the Secretary of Administration and Finance to make cuts in spending across the Commonwealth. Our immediate task will be to support departments in swiftly but thoughtfully implementing these reductions.  Second, during an economic downturn, it is vitally important to maintain internal controls to continue operations and safeguard resources.  Over the years, we have instituted strong internal controls through an ongoing campaign. We will continue to train agencies and review agency operations, working with agencies to lower risk.
	As we close the books for FY08, I again would like to express my thanks to the many dedicated employees within the Office of the Comptroller.  I am proud to have all the employees of the Comptroller’s Office on my team to help tackle these and other difficult issues as we prepare for the year ahead. And a special note of congratulations to Steve Hamilton and the members of the Disaster Recovery team: Kathy Lambert, Rob Pashkowsky, Wing Chan, Peter Murphy, Ralph DeParolisa, who were recipients of the 2008 Manuel Carballo Governor’s Award for Excellence in Public Service, the highest award the Commonwealth issues for individuals excelling to the pinnacle of what it means to be a public servant. 
	Respectfully submitted,
	Martin J. Benison
	Comptroller of the Commonwealth
	Word Bookmarks
	OLE_LINK1
	OLE_LINK2


	PAGE 20.pdf
	THIS PAGE LEFT INTENTIONALLY BLANK

	PAGE 26.pdf
	THIS PAGE LEFT INTENTIONALLY BLANK

	page 24.pdf
	ADVISORY BOARD TO THE COMPTROLLER
	Leslie A. Kirwan (Chair)
	Secretary for Administration and Finance
	A. Joseph DeNucci
	Auditor
	Timothy P. Cahill
	Treasurer and Receiver-General 
	Robert A. Mulligan
	Chief Justice for Administration and Management, Trial Court
	Martha Coakley
	Attorney General
	Diana Salemy
	Gubernatorial Appointee

	page 23.pdf
	Word Bookmarks
	OLE_LINK1


	page 21.pdf
	CONSTITUTIONAL OFFICERS
	Deval L. Patrick
	Governor
	Timothy P. Murray
	Lieutenant Governor
	William F. Galvin
	Secretary of State
	Martha Coakley
	Attorney General
	Timothy P. Cahill
	Treasurer and Receiver-General 
	A. Joseph DeNucci
	Auditor
	LEGISLATIVE OFFICERS
	Therese Murray
	President of the Senate
	Salvatore F. DiMasi
	Speaker of the House
	JUDICIAL OFFICERS
	Margaret H. Marshall  
	Chief Justice, Supreme Judicial Court
	Phillip Rapoza
	Chief Justice, Appeals Court
	Robert A. Mulligan
	Chief Justice for Administration and Management, Trial Court

	page 39 - 81 footnotes.pdf
	1. FINANCIAL STATEMENT PRESENTATION 41
	A. Introduction 41
	B. Statutory Basis 41
	C. Governmental Fund Types 41
	D. Fiduciary Fund Types 42
	E. Account Groups 42
	2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 42
	A. Statutory Basis of Accounting 42
	B. Cash, Short-term Investments and Investments 43
	C. Receivables 43
	D. Due from Cities and Towns 43
	E. Dedicated Revenue and Pledges 43
	F. Inventories 43
	G. General Fixed Assets 43
	H. Interfund / Intrafund Transactions 43
	I. Risk Management 43
	J. Encumbrances 43
	K. Current Employee Benefits 43
	L. Fringe Benefit Cost Recovery 43
	M. Lottery Revenue and Prizes 43
	N. Fund Balances 43
	O. Total Columns – Memorandum Only 43
	P. Estimates 43
	Q. Reclassifications 43
	3. BUDGETARY CONTROL 43
	4. DEPOSITS, SHORT-TERM INVESTMENTS AND INVESTMENTS 43
	A. Derivative Instruments 43
	5. SHORT-TERM FINANCING AND CREDIT AGREEMENTS 43
	A. General Fund 43
	B. Capital Project Funds 43
	C. Credit Facilities 43
	6. LONG-TERM DEBT 43
	A. General Obligation Bonds 43
	B. Special Obligation Bonds 43
	C. Interest Rate Swap Agreements – Objectives and Risks 43
	D. Outstanding Debt 43
	E. Prior Defeasance 43
	F. Statutory Debt Limit 43
	G. Administration Debt Limit 43
	H. Subsequent Bond Issuances 43
	7. FIXED ASSETS 43
	8. LEASES 43
	9. INDIVIDUAL FUND DEFICITS 43
	10. MEDICAID COSTS 43
	11. RETIREMENT AND OTHER POST EMPLOYMENT BENEFITS 43
	A. Plan Descriptions 43
	B. Benefit Provisions 43
	C. Funding and Contributions Policy 43
	D. Other Financing Situations 43
	E. Commonwealth Post Employment Obligations Other than Pensions 43
	12. COMMITMENTS 43
	A. MBTA and Other Authorities 43
	B. Saltonstall Building 43
	C. Other Construction Commitments 43
	D. Contractual Assistance to Authorities 43
	E. Route 3 North Transportation Improvements Association, Commonwealth Lease Revenue Bonds, and Other 43
	13. CONTINGENCIES 43
	A. Settlements and Judgments 43
	B. Workers’ Compensation 43
	C. Federal Assistance 43
	D. Escheat Property 43
	E. Tobacco Settlement 43
	F. Ballot Initiative 43
	1. FINANCIAL STATEMENT PRESENTATION 
	A. Introduction 
	B. Statutory Basis 
	C. Governmental Fund Types
	The accompanying combined financial statements (Statutory Basis Financial Report) of the Commonwealth of Massachusetts (the Commonwealth) are presented in accordance with the requirements of Section 12 of Chapter 7A as amended by Section 4 of Chapter 88 of the Acts of 1997 of the Massachusetts General Laws. The Office of the Comptroller also publishes the Commonwealth’s Comprehensive Annual Financial Report (CAFR) which is prepared in accordance with accounting principles generally accepted in the United States of America (GAAP) for governments.  
	The Statutory Basis Financial Report (SBFR) includes all the budgeted and non-budgeted funds and account groups of the Commonwealth, as recorded by the Office of the Comptroller in compliance with Massachusetts General Laws and in accordance with the Commonwealth’s budgetary principles.
	The Statutory Basis Financial Report’s Financial Statements are not intended to include independent authorities, non-appropriated funds of higher education or other organizations included in the Commonwealth’s reporting entity as it would be defined under GAAP.
	The Commonwealth reports its statutory basis financial position and results of operations in funds and account groups.  The operations of each fund are accounted for with a set of self-balancing accounts that comprise its assets, liabilities, fund balances, revenues and expenditures/expenses.  Transactions between funds within a fund type, if any, have not been eliminated.
	Account groups are used to provide accountability for the Commonwealth’s general fixed assets and long-term obligations.  They are not considered funds because they do not report expendable available financial resources and related liabilities.
	The Fund types and account groups are organized as follows:
	Governmental Fund Types account for the general governmental activities of the Commonwealth.
	Budgeted Funds – are the primary operating funds of the Commonwealth.  They account for all budgeted governmental transactions.  Major budgeted funds include the General, Stabilization and Highway funds, which are identified by the Comptroller as the operating funds of the Commonwealth.
	Non-Budgeted Special Revenue Funds – are established by law to account for specific revenue sources that have been segregated from the budgeted funds to support specific governmental activities such as federal grants, funds related to the tobacco settlement and the operations of the state lottery.
	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 from proceeds of bonds and other obligations, which are generally received after related expenditures have been incurred, operating transfers authorized by the Legislature and from federal reimbursements.  Deficit balances in Capital Projects Funds represent amounts to be financed. 
	D. Fiduciary Fund Types
	E. Account Groups
	Fiduciary Funds account for assets held by the Commonwealth in a trustee capacity (Trust Funds), or as an agent (Agency Funds) for individuals, private organizations, other governmental units, and/or other funds.
	Expendable Trust Funds – account for trusts whose principal and investment income may be expended for a designated purpose.
	Nonexpendable Trust Funds – account for trusts whose principal cannot be spent.
	Post Employment Benefit Trust Funds – account for the net assets available for plan benefits held in trust for the State Employees’ and Teachers’ Retirement Systems and Other Post Employment Benefits (OPEB) for retirees.
	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.
	Account Groups establish control and accountability over the Commonwealth’s general fixed assets and long-term obligations.
	General Fixed Assets Account Group – accounts for the general fixed assets of the Commonwealth and capital leases, except for Institutions of Higher Education.
	General Long-term Obligations Account Group (GLTDAG) – accounts for long-term obligations of the Commonwealth.
	2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
	A. Statutory Basis of Accounting
	The SBFR is prepared from the Commonwealth’s books and records and other official reports which 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 budgetary control of appropriations. The SBFR is not intended to present the Commonwealth’s financial condition and results of operations in conformity with GAAP.  
	Under the statutory basis of accounting, revenues are generally recognized when cash deposits are received by the Treasury.  However, generally, revenues receivable for federal grants and reimbursements are recognized when related expenditures are incurred. Amounts due from political subdivisions of the Commonwealth are recognized when considered measurable and available.  Loans due from the City of Springfield are not included in these amounts due because amounts are due beyond one fiscal year, even though any amount owed cannot be forgiven and amounts unpaid will be charged against the city’s local aid beginning in FY13.  Repayment began in FY08 with approximately $2.6 million received and recorded in the General Fund.  Deeds excise taxes are recognized at the time of collection by the counties and the Commonwealth.  
	Under the statutory basis of accounting, expenditures are generally recorded when the related cash disbursement occurs.  At year-end, payroll is accrued and payables are recognized, to the extent of approved encumbrances, for goods or services received by June 30.  Costs incurred under the federally-sponsored Medicaid program, amounts required to settle claims and judgments against the Commonwealth, and certain other liabilities are not recognized until they are encumbered or otherwise processed for payment.  
	B. Cash, Short-term Investments and Investments 
	The Post Employment Benefit Funds are reported using a flow of economic resources measurement focus and the accrual basis of accounting on both the statutory and GAAP basis, except statutory basis does not include certain receivables and payables.  Under this method, additions are recorded when earned and deductions are recorded at the time liabilities are incurred.  This measurement focus emphasizes the determination of net change in assets available for pension benefits. 
	The accounting policies followed in preparing the accompanying statutory basis financial report are described in the remainder of this section.
	The Commonwealth follows the practice of pooling the cash and cash equivalents 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.  Interest earned on pooled cash is allocated to the General Fund, Expendable Trust Funds and, when so directed by law, to certain Special Revenue and Capital Projects Funds.
	The Office of the Treasurer and Receiver-General (Treasury) manages the Commonwealth’s short term external mixed investment pool, the Massachusetts Municipal Depository Trust (MMDT).  MMDT is comprised of two portfolios, a Cash Fund and a Short Term Bond Fund.  For a complete copy of MMDT’s separately issued financial statements, please feel free to contact the Trust’s investment adviser at 800-392-6095, or James McDonald, Assistant Treasurer, Cash Management Department, at 617-367-9333.
	Statutes authorize investment in obligations of the U.S. Treasury, authorized bonds of all states, bankers 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 Cash Fund investments are carried at cost, which approximates fair value.
	The Pension Trust funds invest in the Pension Reserves Investment Trust (PRIT) Fund, an external investment pool managed by the Pension Reserves Investment Management (PRIM) Board.  The State Employees’ and Teachers’ PERS are required to invest in the PRIT Fund and comprise approximately 41.3% and 46.4% of the net assets of the PRIT Fund respectively.  The remaining net assets of the PRIT Fund are owned by other governmental entities that are not part of the Commonwealth’s statutory basis entity.  Hereafter, the amounts disclosed in the footnotes related to the PRIT Fund represent totals of the PRIT Fund and are not meant to reflect the pro-rata share of the State Employees’ and Teachers’ PERS. For a complete copy of PRIT’s separately issued financial statements, contact the PRIM Board at 84 State Street, Boston, MA 02109.  
	The Commonwealth’s investments, including those of the PRIT Fund, are comprised of investments in marketable securities; primarily domestic and international equities and fixed income securities as well as non-marketable securities; primarily real estate, venture capital and private equity limited partnerships, hedge fund of funds and other alternative investments.  Marketable securities, including the Short Term Bond Fund component of MMDT, are reported at fair value based upon quoted market prices.  Non-marketable securities are reported at estimated fair values as determined by management with input from the PRIM Board and its investment managers.  Non-marketable securities representing real estate, timber and alternative investment interests comprise approximately 31.1% of the net assets / fund balance of the Pension Trust Funds and 40.7% of the Health Care Security Trust Fund (HST).  As of 
	C. Receivables
	D. Due from Cities and Towns
	E. Dedicated Revenue and Pledges
	July 1, 2008, the Health Care Security Trust assumed investment responsibility for OPEB funds.
	The investments of the PRIT Fund are held separately from those of other Commonwealth funds, with the exception of their investments in the MMDT.  Security transactions are recorded on the trade date the securities are purchased or sold.  The cost of a security is the purchase price or, in the case of assets transferred to PRIT by a Participating or Purchasing System, the fair value of the securities on the transfer date.
	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.”
	“Due from Cities and Towns” represents reimbursements due to the Commonwealth for its expenditures on certain programs for the benefit of cities and towns.
	The Commonwealth has a number of pledges of revenue streams for its own bonds and various other bond issues of other authorities.  These other authority’s debts are not included in the SBFR, but are included in the CAFR.  
	Approximately $2.0 billion in revenues from federal grants passed through the Federal Grants Fund represents the greatest source of dedicated revenues.   A portion of these grants are dedicated to funding the principal portion only of federal grant anticipation notes issued in fiscal 1998, 1999, 2001 and refunding notes in fiscal 2003.  Total principal remaining to be paid on these federal grant anticipation notes is approximately $1.5 billion.  Maturities are from FY09 through FY15.  Principal paid during FY08 was approximately $130.5 million.
	On August 4, 2008, the Governor approved legislation authorizing the issuance of an additional $1.1 billion of grant anticipation notes secured by future federal funds. Any such notes will not be secured by a contingent pledge of motor fuels excises. The Commonwealth intends to begin to amortize the principal of any such notes beginning in fiscal 2016, after the original federal grant anticipation notes have been paid in full.
	Commonwealth gas taxes are partially pledged to fund highway construction.  As of June 30, 2008, 6.86 cents of the total 21 cent per gallon gasoline tax are pledged to fund approximately $483 million of principal and approximately $191 million in interest on the outstanding debt as of June 30, 2008.   These bonds mature from FY09 to FY23 and were sold in various series issued previous to FY08.  Annual principal and interest on the bonds are expected to require less than approximately 30% of net current year revenues.  Principal and interest paid during FY08 amounted to approximately $136.2 million and $66.6 million, respectively, inclusive of crossover refunding amounts matured.
	Subsequent to year end, the Governor approved legislation that authorizes the issuance of an additional $1.9 billion of special obligation bonds secured by a pledge of motor fuels excise tax receipts to fund a portion of the Commonwealth’s accelerated structurally deficient bridge program. The legislation provides for a pledge of up to 10¢ of the 21¢ motor fuels excise tax to secure the outstanding special obligation bonds described above and the bridge program bonds.
	F. Inventories
	G. General Fixed Assets
	H. Interfund / Intrafund Transactions
	Portions of Commonwealth sales taxes are pledged as security for bonds issued by the Massachusetts Bay Transportation Authority (MBTA) and the Massachusetts School Building Authority (MSBA) amounting up to 1% of applicable sales, respectively, for the authorities.  Total dedicated sales tax revenue that was directed to the MBTA in FY08 was approximately $756 million.   Dedicated revenues to the MBTA rise by either 3%, or the greater of the rise in the consumer price index in Boston, or annual sales taxes, with a floor of 0% annually.
	The MSBA also receives a pledge of sales tax that will increase to 1% of applicable sales in the Commonwealth by FY11.  In FY08, approximately $635 million or 85% of the dedicated sales tax revenue stream was directed to the MSBA.  This amount rises to approximately $702 million or 90% of the dedicated sales tax revenue stream in FY09.
	The Commonwealth has also pledged surcharges from areas contiguous to convention centers, and the Worcester DCU Arena and Convention Center to support such centers’ operations.  Sales taxes within the Convention Center districts support approximately $644 million of outstanding principal and related premiums approximately $630 million of interest on debts related to these Convention Centers.  Taxes collected in FY08 were approximately $78.9 million, while debt service on the bonds was approximately $34.5 million.  
	The costs of materials and supplies are recorded as expenditures in Governmental Funds when purchased.  Such inventories are not material in total to the financial statements and therefore are not presented.
	General fixed asset acquisitions are recorded as expenditures in the acquiring fund and capitalized in the General Fixed Assets Account Group (GFAAG), in 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 recorded at estimated fair market value at the date of 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.
	For statutory purposes, the Commonwealth capitalizes all land, equipment and vehicles with a cost in excess of $50,000 and infrastructure and buildings with a cost in excess of $100,000 at the date of acquisition with an expected useful life greater than one year.  Interest incurred during construction is not capitalized.  
	During the course of its operations, the Commonwealth records transactions between funds and / or between departments.  On the statutory basis, transactions between Governmental and Fiduciary Fund Types are recorded as adjustments to the funds’ cash accounts.  As a result, a fund may report a deficiency in cash and short-term investments.
	Transactions of a buyer/seller nature between departments within a fund are not eliminated.
	Transfers in and out net to approximately $1,391,000 due to higher education non-appropriated fund activity, which is not included in the combined statements – statutory basis.
	I. Risk Management 
	J. Encumbrances 
	K. Current Employee Benefits
	L. Fringe Benefit Cost Recovery 
	The Commonwealth is self-insured for state employees workers’ compensation, casualty, theft, tort claims and other losses. Such liabilities are not recognized in the governmental funds on the statutory basis until encumbered and / or processed for payment.  For employees 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, Chapter 258 of the Massachusetts General Laws (General Laws) limits the risk assumed by the Commonwealth to $100,000 per occurrence, in most circumstances.  The Group Insurance Commission administers contributory health care and other insurance programs for the Commonwealth’s employees and retirees.  The long-term portion of these amounts are presented in the General Long-Term Obligation Account Group.
	Encumbrance accounting is utilized in the Governmental Fund Types as a significant aspect of budgetary control.  The full amounts of purchase orders, contracts and other commitments of appropriated resources are encumbered and recorded as deductions from appropriations prior to actual expenditure, ensuring that such commitments do not exceed appropriations.  Encumbrances outstanding at year-end for goods or services received on or before June 30, but paid after, are reported as expenditures and statutory basis liabilities as a component of accounts payable.
	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.
	The Commonwealth pays the fringe benefit costs of its employees and retirees through the General Fund.  These fringe benefits include the costs of employees’ health insurance, pensions, unemployment compensation, and other costs necessary to support the state work force.  As directed by Chapter 29, Sections 5D and 6B(f) of the Massachusetts General Laws, these costs are assessed to other funds based on their payroll costs, net of credits for direct payments.  
	M. Lottery Revenue and Prizes 
	N. Fund Balances 
	Since these fringe benefit costs and pensions are not appropriated in the budget, the required assessment creates a variance between budget and actual expenditures at year-end.  The fringe benefit cost recoveries of approximately $359,297,000 in the budgeted funds result from costs assessments of approximately $228,631,000 in the governmental fund types and the expendable trust funds. The remainder of approximately $130,666,000 is assessed to the higher education non-appropriated activity, which is not included in the statutory basis financial report.
	Ticket revenues are recognized when sold and prizes awarded by the Massachusetts State Lottery Commission are recognized as drawings are held.  Games expenditures are accrued at year end only for open jackpots for Big Game, Megabucks and for FY07, an instant game drawn on July 4, 2007.
	The Commonwealth reports fund balances as reserved where legally restricted for a specific future use.  Otherwise, these balances are considered unreserved.
	Fund balance has been reserved as follows:
	“Reserved for continuing appropriations” – are unexpended amounts in appropriations, which the Legislature has specifically authorized to be carried into the next FY.
	“Reserved for Commonwealth stabilization” – are amounts set aside in the Commonwealth Stabilization Fund in accordance with 5C of Chapter 29 of the Massachusetts General Laws.
	“Reserved for Bay State Competitiveness Investment Fund” – are funds set aside by Sections 47, 48 and 90 of Chapter 61, Acts of 2007, as modified by Section 58 of Chapter 140, Acts of 2007, for expenditure subject to appropriation by June 30, 2008 with any unexpended balance returned to the General Fund.  All funds were appropriated during FY08.
	“Reserved for debt service” – are amounts held by fiscal agents or the Commonwealth to fund future debt service obligations. 
	“Reserved for employees’ post employment benefits” – Commonwealth’s public employee retirement systems which cannot be used for any other purpose.
	“Reserved for unemployment benefits” – are amounts reserved for payment of unemployment compensation.
	“Reserved for capital projects” - are amounts reserved for capital projects.
	Unreserved fund balance is segregated into two components:
	“Designated for specific purpose” – are all unreserved fund balances for which the Legislature or Executive Branch has evidenced an intention to restrict for a specific purpose. 
	“Undesignated” – consists of cumulative surpluses or deficits of the Governmental Fund Types not otherwise designated.
	O. Total Columns – Memorandum Only
	P. Estimates
	Q. Reclassifications
	Total and subtotal columns on the combined financial statements – statutory basis are captioned “Memorandum Only” to indicate that they are presented only to facilitate financial analysis.  Data in these columns do not present consolidated financial position, results of operations or changes in financial position.  Interfund eliminations have not been made in the aggregation of this data.
	The financial statements include certain prior year summarized comparative information in total but not by fund.  Such information does not include sufficient detail to constitute a full comparative presentation.  Accordingly, such information should be read in conjunction with the Commonwealth’s financial statements for the year ended June 30, 2007 from which the summarized information was derived.  
	The preparation of the Statutory Basis Financial Report requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosures at the date of the financial report.  Estimates also affect the reported amounts of revenues and expenditures during the reporting period.  Actual results could differ from those estimates.  
	Certain reclassifications have been made to the 2007 balances to conform to the presentation used in 2008.
	3. 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 appropriations act, the Governor may veto or reduce any specific item, subject to legislative override.  Further changes to the budget established in the annual appropriations act may be made via supplemental appropriation acts or other legislative acts.  These must also be signed by the Governor and are subject to the line item veto.
	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 allotments of appropriated funds which effectively reduce the account’s expenditure budget.
	The majority of the Commonwealth’s appropriations are non-continuing accounts which lapse at the end of each fiscal year.  Others are continuing accounts for which the Legislature has authorized that an unspent balance from the prior year be carried forward and made available for spending in the current fiscal year.  In addition, the Legislature may direct that certain revenues be retained and made available for spending within an appropriation.  Fringe benefits, pension costs, and certain other costs which are mandated by state finance law are not itemized in the appropriation process and are not separately budgeted.  
	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 difference to separately published budget documents, which eliminate some interfund activity.  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.  An example of this is the lack of a budget for pension costs.
	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. 
	The FY04 General Appropriation Act (Chapter 26, Section 167 of the Acts of 2003), amended section 9C, directing the Governor to notify the Legislature in writing as to the reasons for and the effect of any reductions in spending.  Alternatively, the Governor may propose specific additional revenues to fund the deficiency.  The Governor may also propose to transfer funds from the Stabilization Fund to cure the deficiency.  This proposal must be delivered to the Legislature 15 days before any reductions take effect.
	The following table summarizes budgetary activity for FY08 (amounts in thousands):
	The following table identifies the interfund activity from budgeted sources and uses to reconcile forecasts prepared during the budget process to the results presented in these statements: (amounts in thousands)
	The section divider for the budgeted funds contains a list of budgeted funds grouped by categories.
	The Office of the Comptroller has the responsibility to ensure that budgetary control is maintained on an individual 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’s spending authorization.
	4. DEPOSITS, SHORT-TERM INVESTMENTS AND INVESTMENTS
	The Commonwealth maintains cash in the MMDT Cash Fund that is available for use by all funds.  Each fund type’s net equity in the Cash Fund is displayed on the combined balance sheet as either “Cash and short-term investments” or “Deficiency in cash and short-term investments.”  
	Pooled cash and short-term investments include the following (amounts in thousands):  
	Custodial Credit Risk – Pooled Cash
	Custodial credit risk is the risk that in the event of a bank failure, deposits and investments may not be returned to the Commonwealth. Cash balances represent amounts held in bank depository accounts that may be subject to custodial credit risk.  As of June 30, 2008, of the approximately $56,652,000 in pooled cash, $56,152,000 was exposed to this risk.
	Custodial Credit Risk – HST
	HST manages exposure to custodial credit risk by requiring all of its investment managers to hold investments in separate accounts with HST’s custodian.  As of June 30, 2008, HST held no amount of cash that was exposed to this risk.
	Interest Rate Risk – Non PRIT Funds
	Interest rate risk is the extent that changes in interest rates of debt investments will adversely affect the fair value of an investment.  These investments include certain short – term cash equivalents, various long-term items and restricted assets by maturity in years.  The Treasury minimizes the risk of the market value of securities falling due to changes in interest rates by maintaining an effective duration of less than 90 days and holding all of the portfolio’s total market value in securities with a maturity of six months or less.  
	As of June 30, 2008 the MMDT Cash Fund is considered a cash equivalent by the Commonwealth as its weighted average maturity is less than 64 days. 
	The Massachusetts General Laws authorize investments in the MMDT Cash Fund to include money market funds operated in accordance with Section 270.2a-7 of Title 17 of the Code of Federal Regulations or in any other security that qualifies for inclusion in a fund operated in accordance with Section 270.2a-7 of Title 17 of the Code of Federal Regulations as amended from time to time.
	The HST manages exposure to fair value loss arising from movements in interest rates with its fixed income investment securities by having the PRIM Board establish duration guidelines.  The guidelines with each individual manager require that the effective duration of the HST’s domestic fixed investment portfolio be within a specified percentage or number of years of the effective duration band of the appropriate benchmark index.
	Effective duration is a measure of a fixed income investment’s exposure to fair value changes arising from changes in interest rates. Effective duration makes assumptions regarding the most likely timing and amounts of variable cash flows. These assumptions take into consideration factors indicative of investments highly sensitive to interest rate changes including callable options, prepayments and other factors. These factors are reflected in the effective duration numbers provided in the following table. HST compares the effective duration of a manager’s portfolio to the Lehman Brothers Aggregate Index for domestic core fixed income securities and the Merrill Lynch High Yield Master II Index for domestic high yield fixed income securities.  The HST had debt investments totaling approximately $107 million at fair value with a range of effective weighted average duration from 0.83 to 8.83 years at June 30, 2008.
	The Short Term Bond Fund assesses risk by using duration.  Duration is managed to within 0.5 years of the duration of the benchmark, the Lehman Brothers® 1 to 5 year Government / Credit Index.  Duration is the weighted maturity of the security’s cash flows, where the present values of the cash flows serve as the weights. 
	For the Short Term Bond Fund, the weighted average maturity is 3.3 years.  Investments in the MMDT Short Term Bond Fund have a fair value of $394.9 million have investment maturities ranging from less than one year to more than ten years and with approximately 5% of the investment’s fair values maturing in less than 1 year, approximately 67% from one to five years, approximately 3% from six to ten years and approximately 25% more than ten years.
	Credit Risk – Non – PRIT Funds
	Credit risk is the risk that an issuer or other counterparty to an investment will not fulfill its obligations. The Commonwealth, exclusive of Pension Trust Funds, minimizes concentration of credit risk, the risk attributed to the magnitude of the investment in a single issuer.  The Commonwealth’s investment policy prohibits the Treasury from investing more than 10% of the total investment portfolio into any single financial institution or issuer, excluding various public entity securities and repurchase agreements.  There are no restrictions in the amount that can be invested in public entity securities; however, the portfolio may be invested in U.S. Treasury obligations and repurchase agreements.  
	The Treasury requires investments in commercial paper and bankers’ acceptances have the highest letter and numerical ranking as rated by nationally recognized statistical ratings organizations as defined by the investment act of 1940.  The Treasury does not have any additional policies regarding credit ratings of investments.  Credit ratings associated with the Commonwealth’s investment in MMDT for the cash fund ranged from A1 / P1 to unrated, with approximately 97% rated A1 / P1, approximately 3% rated A2 / P2 at fair value.
	For the Short Term Bond Fund, investments were approximately 18% at AAA, approximately 18% from A to AA, approximately 12% BBB and approximately 52% held in US Government or Government Agency Obligations. 
	Credit Risk - HST
	For the HST, the weighted quality average rating of the debt securities portfolio, excluding pooled investments, investments explicitly backed by the United States Government and other nonrated investments was AA- at June 30, 2008.  For the fixed income securities as of June 30, 2008 for the HST, approximately $43 million was rated AAA, $13 million rated AA to A, $13 million rated BB to B and $38 million either unrated or CCC or less.
	Foreign Currency Risk – HST
	Foreign currency risk is the risk that changes in exchange rates will adversely affect the fair value of investments.  HST manages exposure to foreign currencies by establishing investment guidelines with each of its international managers.  These guidelines set maximum investment balances for any currency and / or country holdings must be within a certain percentage of predefined benchmarks.  HST’s investments in foreign currencies as of June 30, 2008 were approximately $0.2 million in cash and investments, $50 million in equities, $5 million in fixed income investments and $11 million in alternative investments.
	Interest Rate Risk – PRIT Funds 
	As pension trust funds have a different investment horizon, the PRIM Board manages PRIT’s exposure to fair value loss arising from movements in interest rates by establishing duration guidelines with its debt securities investment managers.  The guidelines with each individual manager require that the duration of the domestic debt investment portfolio be within a specified percentage or number of years of the duration band of the appropriate benchmark index. For emerging markets fixed income investments, the portfolio must have a duration with a band ranging from three to eight years. 
	Effective duration is a measure of a fixed income investment’s exposure to fair value changes arising from changes in interest rates. Effective duration makes assumptions regarding the most likely timing and amounts of variable cash flows.  These assumptions take into consideration factors indicative of investments highly sensitive to interest rate changes, including callable options, prepayments and other factors.  These factors are reflected in the effective durations numbers provided in the table on the following page.
	The PRIM Board compares the effective duration of a manager’s portfolio to the Lehman Brothers Aggregate Index for domestic core “fixed income” securities and the Merrill Lynch® High Yield Master II Index for domestic high yield fixed income securities.  The PRIT Fund had debt investments totaling approximately $14.3 billion at fair value with an effective weighted average duration range from .08 to 9.42 years at June 30, 2008.
	Credit Risk - PRIT Funds
	The PRIM Board establishes credit investment guidelines with each of its fixed income securities investment managers in establishing a diversified portfolio. These guidelines vary depending on the manager’s strategy and the role of its portfolio to the overall diversification of the PRIT fund. The guidelines for the PRIT Fund’s core fixed income portfolio establish the minimum credit rating for any security in the portfolio and the overall weighted average credit rating of the portfolio. The guidelines for the PRIT Fund’s high yield, fixed income portfolio establish a market value range of securities to be held with a specific minimum credit rating and the overall weighted average credit rating of the portfolio.
	Credit risk for derivative instruments held by PRIT results from counterparty risk. PRIT is exposed to credit risk resulting form counterparties being unable to meet their obligations under the terms of the derivative agreements.  The weighted quality average rating of the debt securities portfolio, excluding pooled investments, investments explicitly backed by the United States Government and other nonrated investments was AA- at June 30, 2008. 
	Credit ratings associated with the Commonwealth’s investment in the PRIT Fund ranged from AAA to A- investments with a fair value of approximately $6.8 billion, BBB to B- investments with a fair value of approximately $1.3 billion and the remaining $6.2 billion rated CCC to C-, unrated or are investments that are explicitly backed by the U. S. Government.
	Foreign Currency Risk – PRIT Funds
	Foreign currency risk is the risk that changes in exchange rates will adversely affect the fair value of investments.   The Treasury does not have a policy regarding foreign currency risk for the Pension Trust.  The PRIM Board manages PRIT’s exposure to foreign currencies by holding a percentage of PRIT’s non-U.S. dollar denominated investments to U.S. dollars through forward foreign currency contracts.    The PRIT Fund’s investments in foreign currencies as of June 30, 2008 were approximately $140 million in cash and investments, $12.9 billion in equities, $2.2 billion in fixed income investments and $711 million in alternative investments.
	A. Derivative Instruments
	Concentration of Credit Risk –HST and PRIT 
	The PRIM Board manages HST’s and PRIT’s exposure to concentration of credit risk by establishing guidelines with each investment manager, that limit the percent of investment in any single issue or issuer.
	MMDT, HST and PRIT have no investments at fair value, that exceed 5% of HST or PRIT’s net assets held in trust for pool participants as of June 30, 2008. 
	HST and PRIT may invest in derivative transactions.  These investments of the Commonwealth may involve a degree of risk not accounted for on the respective financial statements. Descriptions of such derivatives are as follows:
	Forward Currency Contracts
	The HST and PRIT enter into forward currency contracts to hedge the exposure to changes in foreign currency exchange rates on foreign portfolio holdings. The market value of the contract will fluctuate with changes in currency exchange rates. Risks may arise upon entering these contracts from the potential inability of counterparties to meet the terms of their contracts and from unanticipated movements in the value of a foreign currency relative to the U.S. dollar.
	The contracts are marked-to-market daily and the change in market value is recorded as an unrealized gain or loss by HST and PRIT.
	When a contract is closed, PRIT records 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. 
	As of June 30, 2008, HST had open foreign exchange contracts with combined net unrealized gains of approximately $8,852,000 with various delivery dates from July to September.  As of June 30, 2008, PRIT had open foreign exchange contracts with combined net unrealized losses of $8,897,000 with various delivery dates to May, 2009.
	Futures Contracts
	The HST and PRIT may purchase and sell financial futures contracts to hedge against changes in the values of securities the fund owns or expects to purchase. Upon entering such contracts, they must pledge to the broker an amount of cash or securities equal to a percentage of the contract amount.
	The potential risk is that the change in the value of futures contracts primarily corresponds with the value of underlying instruments, which may correspond to the change in value of the hedged instruments. In addition, there is a risk that HST and PRIT may not be able to close out its future positions due to a 
	 non-liquid secondary market. Risks may arise from the potential inability of a counterparty to meet the terms of a contract and from unanticipated movements in the value of a foreign currency relative to the U.S. dollar. 
	The HST and PRIT may also invest in financial futures contracts for non-hedging purposes.
	The HST held 300 financial futures contracts at June 30, 2008, with various expirations during FY09 and FY10.  These contracts were mainly for Eurodollars, US Treasury securities and in the S&P 500 E-Mini Index.  The total notional amount of these contracts as of June 30, 2008 was approximately $38,398,000, with an aggregated fair value as of that date of approximately $38,268,000, yielding an unrealized net appreciation (depreciation) of approximately ($130,000).
	PRIT held 10,184 contracts outstanding at June 30, 2008 with various expirations from FY09 to FY10.  These contracts are for cash and cash equivalents, fixed income, equities and commodities.  The aggregated notional exposure amount as of June 30, 2008 was $6,125,675,000, with a fair value of $6,057,582,000, yielding an unrealized net appreciation (depreciation) of approximately ($68,093,000). 
	Payments are made or received by the PRIT 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 HST and Pension Trust Funds recognize a realized gain or loss.
	Swaps – PRIT  
	PRIT has entered into interest rate swap contracts for the purpose of hedging the floating-rate interest exposure of its financed real estate investments.  The swap contracts are reported at fair value, which represents their estimated liquidation values (costs).  PRIT either receives cash from the swap counterparties or pays the swap counterparties monthly depending on whether the fixed-rate interest is lower or higher than the variable-rate interest.  Variable rate interest received is the Federal Funds Effective Rate with fixed rates paid ranging from 0.08% to 7.65%.  Changes in fair value are included as part of investment income.
	As of June 30, 2008, PRIT had contracts in effect with an aggregated notional amount of approximately $9.0 billion to various investment banks that had maturity dates from FY09 to FY41.  The contracts have an aggregate negative fair value of ($28,576,000).   PRIT values these contracts using standard methods and techniques including the discounted cash flow analysis and option pricing models.  
	PRIT has various other swap contracts outstanding as of June 30, 2008 but have similar purposes and valuation techniques to those previously disclosed. Counterparty exposure was with various major investment companies with ratings ranging from A+ to AA+ and various other banks with other ratings.  Open swap contracts as of June 30, 2008 were as follows (amounts expressed in thousands):
	5. SHORT-TERM FINANCING AND CREDIT AGREEMENTS
	A. General Fund
	B. Capital Project Funds
	C. Credit Facilities
	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 financing criteria, it is classified as a fund liability.  Short-term debt may be issued on either a stand-alone basis or through a commercial paper program maintained by the Commonwealth.
	The balance of revenue anticipation notes (RANs) outstanding may fluctuate during a fiscal year, but must be reduced to zero at June 30.  During FY07, the Commonwealth issued RANs through its commercial paper program on a periodic basis to meet cash flow needs. A maximum of $400,000,000 of RANs were outstanding at any time during the year.  All RANs were retired before the end of June 2008.
	The Commonwealth may issue bond anticipation notes (BANs) to temporarily finance its capital projects.  BANs may be issued either on a stand-alone basis or through the Commonwealth’s commercial paper program.
	Since FY04, Massport was expected to make various payments to the Commonwealth under various transfer agreements related to portions of the Central Artery / Tunnel Project.  Payments were received and applied in previous years.  Payments were made totaling $12,500,000 during FY08 to retire previously issued Commonwealth BANs.  An additional $12,400,000 remains receivable.
	During FY08, the Commonwealth maintained credit facilities to provide liquidity support for commercial paper notes totaling $1,000,000,000.  The Commonwealth has a total of five credit facilities to provide such liquidity support, each in the amount of $200,000,000.  These facilities expire in periods at various times through 2015.  
	In addition, the Commonwealth maintains standby bond purchase agreements for various bond issuances sold from FY97 through FY06.  These agreements total $2,505,310,000 with fees ranging from 0.10% to 0.22% of related debt.
	The following schedule details short – term financing and credit agreement activity, net, for all funds for the fiscal year (amounts in thousands):
	6. LONG-TERM DEBT
	Under the Massachusetts Constitution, the Commonwealth may borrow money (a) for defense, (b) in anticipation of receipts from taxes or other 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 to another entity by a two-thirds vote of the members of each house of the Legislature.  The Legislature may not in any manner allow the Commonwealth credit to be given or loaned to or in aid of any individual, or of any private association, or of any corporation, which is privately owned or managed.
	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 hereto.  However, the property of the Commonwealth is not subject to attachment or levy to pay a judgment, and the satisfaction of any judgment generally requires legislative appropriation.  Enforcement of a claim for the payment of principal or interest on bonds and notes of the Commonwealth may also be subject to the provisions of federal or Commonwealth statutes, if any, enacted to extend the time for payment or impose other constraints upon enforcement.
	As of June 30, 2008, the Commonwealth had issued two types of long-term debt obligations: general obligation bonds and special obligation bonds.  General obligation bonds, which account for the large majority of the Commonwealth’s indebtedness, are backed by the full faith and credit of the Commonwealth.  Special obligation bonds are bonds secured by all or a portion of a specific 
	revenue source and are not general obligations of the Commonwealth.  The following is a summary of the Commonwealth’s outstanding debt, excluding unamortized discounts and premiums, exclusive of capital leases, (amounts in thousands):
	General obligation bonds include not only such bonds, but college opportunity bonds and debt assumed from former counties.  Special obligation bonds include all notes and bonds secured by federal transportation reimbursements, a portion of the Commonwealth’s motor fuel excise tax and bonds secured by certain taxes and fees levied.
	The following is a table of the structure of general obligation bonds that are outstanding as of June 30, 2008:
	The following is a table of the different types of variable rate general obligation bonds:
	A. General Obligation Bonds
	The following is a table of the different type of special obligation bonds currently outstanding:
	General Obligation Bonds are authorized and issued primarily to provide funds for Commonwealth capital projects and Commonwealth supported local government improvements.  The Commonwealth issues general obligation bonds and notes pursuant to Chapter 29 of the General Laws.  These bonds are backed by the full faith and credit of the Commonwealth and are paid from the Governmental Funds, from which debt service principal and interest payments are appropriated.  Massachusetts General Laws provide for the allocation of bond proceeds to bond authorizations and capital spending in arrears, as expenditures are made, unless the proceeds are allocated at the time of issuance. 
	In addition, certain bonds are issued for specific programs approved by the Legislature.  These bonds are known as College Opportunity Bonds.  As of June 30, 2008, the Commonwealth had outstanding approximately $158 million in variable “U. Plan” bonds, sold in conjunction with a college savings program administered by the Massachusetts Educational Facility Authority (MEFA).  These bonds bear deferred interest at a rate equal to the percentage change in the consumer price index plus 2% together with current interest at the rate of 0.5%.
	In terms of bond structure, the large majority of general obligation bonds have been sold as fixed rate obligations.  As of June 30, 2008, approximately 75% of the Commonwealth’s outstanding GO debt was fixed-rate bonds.  The remaining 25% of outstanding GO debt was variable rate bonds – bonds whose rate of interest fluctuate based on market or market index changes.  The outstanding GO variable rate debt consists of several variable rate structures.  Most are variable rate demand bonds or VRDBs.  These are long-term bonds whose interest rates re-set daily or weekly.  Because these bonds offer bondholders a “put” or tender feature, they are supported by standby liquidity facilities provided by commercial banks which require the applicable bank to purchase any bonds that are tendered and not successfully remarketed.  As of June 30, 2008, the Commonwealth had $2.4 billion in outstanding VRDBs.  This accounts for approximately 15% of total general obligation debt and approximately 60% of total general obligation variable-rate debt.  All of these bonds are uninsured.  As of June 30, 2008, none of the Commonwealth’s outstanding VRDBs have been subject to failed remarketing and “put” back to the banks; consequently, there has never been a draw on a liquidity facility.
	The Commonwealth has also issued general obligation variable-rate debt in the form of auction-rate securities.  Like VRDBs, these are long-term bonds whose 
	B. Special Obligation Bonds
	interest rates are re-set at pre-determined, short-term intervals.  Unlike VRDBs, these bonds do not provide bondholders with a put feature and therefore do not require a supporting credit facility.  The Commonwealth’s auction-rate securities have long-term nominal maturities of over 20 years with interest rates re-set every seven days.  A periodic “Dutch auction” process is designed to provide a mechanism of liquidity to bondholders, with bonds re-priced and traded in auctions managed by broker-dealers.  As of June 30, 2008, approximately $565 million in Commonwealth general obligation auction-rate securities were outstanding.  This represents approximately 4% of total general obligation indebtedness and approximately 14% of total general obligation variable-rate debt.
	Auction Rate Failures During FY08
	Beginning in February, 2008, several auctions of the Commonwealth’s auction-rate bonds began to fail, meaning there were insufficient bids from investors to purchase the securities being offered for sale by existing holders.  Four of the Commonwealth’s six series of auction-rate bonds have experienced auction failure since February 13, 2008.  Auction failures have been systemic throughout the municipal bond market, driven by credit and liquidity concerns caused primarily by widespread downgrades and negative rating outlooks of a number of municipal bond insurers.  Upon auction failure, the interest rate paid to bondholders is the failure rate as specified in the bond documents.  For the four series of Commonwealth bonds whose auctions have failed (approximately $401 million in debt obligations), the failure rate is based on a multiple of indices, with a maximum rate of 12%.  The failed and undersubscribed auctions have resulted in higher interest costs, but as of June 30, 2008, none of these costs have exceeded their budgeted debt service amount of 5%.
	Subsequent to the close of the fiscal year, in September 2008, the Commonwealth refunded its Series 2007 D-1 and D-2 auction rate bonds and replaced them with fixed rate bonds.
	The remaining outstanding GO variable-rate debt pays interest to bondholders based on certain indices.  For example, as of June 30, 2008, the Commonwealth had approximately $198 million of bonds that pay interest based on the consumer price index  (CPI), as well as approximately $846 million of bonds that pay interest based on the three-month London interbank offered rate (LIBOR).  These bonds make up approximately 1% and 5% of total outstanding general obligation indebtedness, respectively.  All of the CPI and LIBOR bonds are hedged with interest rate swaps pursuant to which the Commonwealth receives from the swap counterparty the precise variable-rate interest due on the bonds.
	Highway Fund.  Section 2O of Chapter 29 of the General Laws authorizes the Commonwealth to issue special obligation bonds secured by all or a portion of revenues accounted to the Highway Fund.  Revenues, which are currently accounted for in the Highway Fund, are primarily derived from taxes and fees relating to the operation or use of motor vehicles in the Commonwealth, including the motor fuels excise tax.  Chapter 33 of the Acts of 1991 authorizes the Commonwealth to issue such special obligation bonds in an aggregate amount not to exceed $1.125 billion.  As of June 30, 2008, the Commonwealth had outstanding approximately $483 million of such special obligation bonds inclusive of unamortized premiums secured by a pledge of 6.86¢ of the 21¢ Commonwealth motor fuels excise tax.  These amounts are exclusive of crossover refunding bonds, which have been issued to refund a portion of the
	outstanding special obligation bonds in fiscal 2012.  Of the total amount outstanding, approximately $96 million was issued as variable rate debt with interest rates tied to the consumer price index (CPI).  These bonds have been hedged via a floating-to-fixed interest rate swap agreement in which the floating rate received from the swap counterparty matches the floating rate paid to bondholders.
	On August 4, 2008, the Governor approved legislation that authorizes the issuance of an additional $1.9 billion of special obligation bonds secured by a pledge of motor fuels excise tax receipts to fund a portion of the Commonwealth’s accelerated structurally deficient bridge program.  The legislation provides for a pledge of up to 10¢ of the 21¢ motor fuels excise tax to secure the outstanding special obligation bonds described above and the bridge program bonds.
	Convention Center Fund.  Chapter 152 of the Acts of 1997, as amended, authorizes $694.4 million of special obligation bonds to be issued for the purposes of building a new convention center in Boston ($609.4 million), the Springfield Civic Center ($66 million) and the Worcester convention center ($19 million).  The bonds are payable from moneys credited to the Convention Center Fund created by such legislation, which include certain hotel tax receipts from hotels in Boston, Cambridge, Springfield and Worcester, a surcharge on car rentals in Boston, a parking surcharge at all three facilities, a surcharge on sightseeing tours and cruises in Boston and sales tax receipts from certain hotels and other retail establishments in Boston, Cambridge and Springfield.  The legislation requires a capital reserve fund to be maintained at a level equal to maximum annual debt service and provides that if the fund falls below its required balance, the 2.75% convention center financing fee in Boston is to be increased (though the overall hotel tax in Boston, including the fee, cannot exceed 14%).  In June, 2004, the Commonwealth issued $686.7 million of special obligation bonds secured solely by the pledge of receipts of tax revenues within the special districts surrounding the centers and other special revenues connected to such facilities, approximately $644 million inclusive of unamortized premiums of which remained outstanding as of June 30, 2008.  Of this amount, approximately $87 million was issued as variable rate debt with interest rates tied to the CPI.  These bonds have been hedged via a floating-to fixed interest rate swap agreement in which the floating rate received from the swap counterparty matches the floating rate paid to bondholders.
	Federal Grant Anticipation Notes.  The Commonwealth has issued three series of federal grant anticipation notes (not including a refunding) yielding aggregate net proceeds of $1.5 billion, the full amount authorized to finance the current cash flow needs of the Central Artery Tunnel (CA/T) project, in anticipation of future federal reimbursements.  The legislation authorizing such notes contains a statutory covenant that as long as any such grant anticipation notes remain outstanding, the Commonwealth will deposit all federal highway reimbursements into the Grant Anticipation Note Trust Fund, to be released to the Commonwealth once all the debt service and reserve funding obligations of the trust agreement securing the grant anticipation notes have been met.  If the United States Congress reduces the aggregate amount appropriated nationwide for federal highway spending to less than $17.1 billion and debt service coverage with respect to the notes falls below 120%, then the legislation further pledges an additional 10¢ per gallon of existing motor fuel tax collections will be deposited into the trust fund, to be used for debt service on the notes, subject to legislative appropriation.  Principal amortization of the notes began in fiscal 2006 and will continue through fiscal 2015.  Under the trust agreement securing 
	C. Interest Rate Swap Agreements – Objectives and Risks
	the notes, aggregate annual debt service on grant anticipation notes may not exceed $216 million unless the rating agencies rating the notes confirm that exceeding $216 million in annual debt service will not cause them to withdraw or reduce their credit ratings.  Such notes and the interest thereon are secured solely by the pledge of federal highway construction reimbursement payments and by a contingent pledge of certain motor fuels excises.  In practice, the interest on such notes has been paid from Commonwealth appropriations.
	On July 16, 2003, the Commonwealth issued $408 million of special obligation refunding notes for the purpose of refunding approximately $418 million of outstanding federal grant anticipation notes in December, 2008 and December 2010.  The escrows funded by crossover refunding notes and related premiums are used only to secure the principal related to the crossover refunding portion.  The interest related to these maturities is not secured by this escrow.  Rather, it will be paid from the existing stream of either federal grants or appropriations.  Interest on a portion of the newly issued refunding notes is paid from the proceeds of the escrow until the aforementioned prior notes are called for redemption.  This crossover refunding results in economic savings to the Commonwealth similar to a traditional refunding, but does not meet the accounting definition of legal defeasance of debt, in which case the defeased debt and the related escrow accounts would have been removed from the GLTDAG.  Accordingly, both the refunded debt and the refunding debt are reported in the GLTDAG until such time as principal amounts are repaid.  Similarly, the refunding escrows established with the proceeds from the refunding notes are also recorded on the financial statements until such proceeds are expended for debt service.  Pursuant to the crossover refunding method employed, interest on the notes will be paid solely by an escrow account established with the proceeds of the notes.  Upon the redemption of $418 million of outstanding federal grant anticipation notes on the crossover dates in 2008 and 2010, the refunding notes will become secured by the Grant Anticipation Note Trust Fund.
	As of June 30, 2008, approximately $1.5 billion of such notes, inclusive of the special obligation crossover refunding notes and unamortized premiums remained outstanding.  All of these notes are fixed-rate obligations.
	On August 4, 2008, the Governor approved legislation authorizing the issuance of an additional $1.1 billion of grant anticipation notes secured by future federal funds.  Any such notes will not be secured by a contingent pledge of motor fuels excises. The Commonwealth intends to begin to amortize the principle of any such notes in fiscal 2016, after the federal grant anticipation notes for the CA/T project described above have been paid in full.  Similar to the notes issued for the CA/T project, the Commonwealth expects to pay interest on the notes for the bridge program from Commonwealth appropriations.
	Under legislation approved by the Governor on August 11, 2008, scheduled, periodic payments to be made by the Commonwealth pursuant to swap agreements in existence on August 1, 2008 or entered into after such date shall constitute general obligations of the Commonwealth for which its full faith and credit is pledged. The floating rate received by the Commonwealth is used to offset the variable rate paid to bondholders. In most cases, only the net difference in interest payments is actually exchanged with the counterparty. In all cases, the Commonwealth remains responsible for making interest payments to the variable-rate bondholders. The intended effect of the agreements is essentially to fix the Commonwealth’s interest rate obligations with respect to 
	its variable-rate bonds. As of June 30, 2008, all of the Commonwealth’s interest rate swaps were floating-to-fixed rate agreements. The remaining variable-rate debt of approximately $1.0 billion, or approximately 6% of the total outstanding general obligation debt, is un-hedged and, accordingly, floats with interest rates re-set on a daily or weekly basis. 
	The Commonwealth has entered into interest rate swap agreements for the sole purpose of hedging the interest rates on outstanding variable rate bonds, taking advantage of the fact that these bonds generally lower interest costs.  Other than the net interest expenditures resulting from these agreements, no amounts are recorded in the financial statements.  In addition, the Commonwealth is authorized to pledge its credit in support of scheduled, periodic payments to be made by the Commonwealth under interest rate swaps and other hedging agreements related to bonds or notes of the Commonwealth.
	Of the Commonwealth’s variable-rate debt outstanding of approximately $4.0 billion, or approximately 25% of total general obligation debt, approximately $3.2 billion had interest rates synthetically fixed by means of floating-to-fixed interest rate exchange (“SWAP”) agreements.  The Commonwealth has entered into interest rate swaps with various counterparties pursuant to which the counterparties are obligated to pay the Commonwealth an amount equal to the variable-rate payment on the related bonds or a payment based on a market index of tax-exempt variable rate bonds, and the Commonwealth is obligated to pay the counterparties a stipulated fixed rate.  The floating rate received by the Commonwealth from swap counterparties is used to offset the variable rate paid to bondholders.  In most cases, only the net difference in interest payments is actually exchanged with the counterparty.  In all cases, the Commonwealth remains responsible for making interest payments to the variable-rate bondholders.  The intended effect of the agreements is essentially to fix the Commonwealth’s interest rate obligations with respect to its variable-rate bonds.  For example, during a period when interest rates rise, the Commonwealth would likely receive higher payments from swap counterparties that would be used to offset higher payments to bondholders of the outstanding variable rate bonds.  During a period when interest rates decline, the reduction in interest payments to bondholders would likely offset the higher payments made to swap counterparties.  But in both scenarios, the net obligation of the Commonwealth is fixed through the life of the swap and bonds.  As of June 30, 2008, all of the Commonwealth’s interest rate swaps were floating-to-fixed rate agreements and were deemed qualified hedges.  
	The table on the following page details this activity.
	Objective of the Interest Rate Swap Agreements
	In connection with the issuance of variable rate refunding bonds in 1997, 1998, 2001, 2003, 2005, and 2007, the Commonwealth entered into interest rate swap agreements with certain counterparties.  Additional swap agreements, as well as on a 2005 series of gas tax bonds, were initiated as part of the Convention Centers’ permanent financing in FY04.  The purpose of all these agreements is to effectively fix the interest rate payable on the corresponding variable rate refunding bonds, and to achieve synthetic interest rates that are lower than the rate that could have been achieved on a natural fixed rate basis at the time the agreements were entered into.
	Terms of the Interest Rate Swap Agreements
	The bonds and related swap agreements have final maturities ranging from 2009 to 2037.  The swaps’ total notional value of $3,203,825,000 matches the par amount of the related variable rate refunding bonds.  Under the swap agreements, the Commonwealth pays the relevant counterparties fixed rates ranging from 2.925% to 5.25% and receives variable rate payments equal to the amount of variable rate payments the Commonwealth pays on the related variable rate refunding bonds.  
	The following chart details the Commonwealth’s outstanding swaps and related bond issuances:
	During September and October of 2008, swaps designated with an N/A were mostly replaced due to the bankruptcy of Lehman Brothers Special Financing, Lehman Brothers Derivative Products, Inc. and related entities.  The 1998 A&B swap above is in the process of being replaced as of the opinion date.  The 2003B swap was replaced by Deutsche Bank AG which has a credit rating of Aa1 / AA-.  The 2007A swap was replaced by Barclay’s Bank PLC which is rated Aa1 / AA.  The 2007A (refunding) swap was replaced by Deutsche Bank AG and Bank of New York Mellon and is rated Aaa / AA.  The acquistion of the Bear Stearns Company by JP Morgan Chase and Co did not have an effect on the Commonwealth’s swaps.  
	In addition, the Commonwealth is contingently liable for swaps associated with the Route 3 North Transportation Improvement Association Lease Revenue Bonds and the City of Chelsea Commonwealth Lease Revenue Bonds.  These transactions are further discussed in Note 12 to the Combined Financial Statements – Statutory Basis.
	Fair Market Value of the Interest Rate Swap Agreements
	Swap rates for the types and remaining terms of the Commonwealth’s swap agreements are generally lower (as of June 30, 2008) than those that prevailed when the various swap contracts were entered into.  This is the result of two factors:  (1) lower interest rates in general; and (2) the shortening of the remaining terms of the swap contracts due to the passage of time and an upward sloping yield curve for such instruments.  As a result, the Commonwealth’s swap agreements have an estimated fair market value of negative ($115,104,000) as of June 30, 2008.  If all the Commonwealth’s swap agreements had been terminated as of the end of fiscal year 2008 the Commonwealth would have been required to make a payment of this magnitude. Although the Commonwealth has the option of terminating its swap agreements at any time (and either make or receive any termination payment due), the Commonwealth’s counterparties do not have such an option.  Therefore, the Commonwealth would only have to make a payment of the amount estimated if certain termination events occurred, as described below.  Based on the terms and provisions of the swap agreements, an involuntary termination of the swaps due to an event of the Commonwealth is remote.  In the case of a voluntary termination  due to an event of a counterparty, the Commonwealth would likely seek to maintain the existing hedge by replacing that counterparty with another.
	Credit Risk of the Interest Rate Swap Agreements
	The swap contracts require that the Commonwealth’s counterparties maintain certain ratings levels.  If they fail to maintain such ratings, the Commonwealth could choose to terminate the related swap agreement and receive or pay a termination payment depending on the interest rates at the time.  Similarly, the Commonwealth is required to maintain a certain credit rating under the agreements, generally in the “A” category.  If the Commonwealth’s rating fell below those levels, the Commonwealth’s counterparties could choose to make variable rate payments based on a market index (instead of the actual bond rate) which would subject the Commonwealth to basis risk, as noted below.
	Basis, Market and Rollover Risk of the Interest Rate Swap Agreements
	Because the terms on the interest rate swap agreements require the Commonwealth’s counterparties to make variable rate payments equal to those the Commonwealth makes on the related variable rate bonds, the Commonwealth is not generally subject to any basis or market risk as a result of these agreements.  Under certain circumstances, such as a downgrade of the credit rating of the bonds or the enactment of tax-related legislation which causes the related bonds to trade differently, the swap agreements provide that the Commonwealth’s counterparties, may, at their option, pay a variable rate that is based on one or more market indices such as LIBOR or the SIFMA swap 
	D. Outstanding Debt
	index.  Under these circumstances, the Commonwealth would be subject to basis risk if these indices varied significantly from the variable rates that were determined for the Commonwealth’s variable rate demand bonds through the associated remarketing process.
	The swap contracts have the same maturity dates and amortizations as the related bonds.  Therefore, the Commonwealth is not subject to any rollover risk as a result of these agreements.
	Termination Risk of the Interest Rate Swap Agreements
	The swap contracts use the International Swap Dealers Association Master Agreement, which includes standard termination events, such as failure to pay and bankruptcy.  The swap agreements are not otherwise subject to termination except at the Commonwealth’s option. If one or more of the swap agreements were terminated, then the related variable rate bonds would no longer be hedged and the Commonwealth would no longer be paying a synthetic fixed rate with respect to the bonds.  In addition, if at the time of termination, the swap had a negative fair value, the Commonwealth would incur a loss and would be required to settle with the related counterparty or counterparties at the swaps’ fair market values.  However, to avoid a termination payment and to maintain the interest rate hedge, the Commonwealth would likely seek to replace counterparties to the swap agreement.
	On September 15, 2008, Lehman Brothers Holdings Inc. (“LBHI”), the corporate parent of Lehman Brothers Derivatives Products Inc (“LBDP”) and Lehman Brothers Special Financing Inc. (“LBSF”), filed for bankruptcy.  At the time of the filing, the Commonwealth had outstanding interest rate swaps with LBDP and LBSF.  The Commonwealth’s outstanding interest rate swap with LBDP was subject to automatic termination upon such bankruptcy filing, with payment of a termination amount by the Commonwealth due within five days of notice of such termination.  However, no notice of termination was given and, on September 16, 2008, the swap was assigned by the parties to LBSF, and is no longer subject to automatic termination.  LBHI was the guarantor of the swaps originally entered into with LBSF, and as a result of LBHI’s bankruptcy filing, those swaps are subject to termination at the option of the Commonwealth.  On October 8, 2008, LBSF was replaced on the 2003 and 2007 swaps at no cost to the Commonwealth.  These swaps have been assigned to new counterparties.  It is the Commonwealth’s intention to assign the 1998 swap to different counterparties in the near future without incurring termination costs.  The Commonwealth could owe a termination payment if this swap were to be terminated at this time and was not assigned to replacement counterparties.
	Debt service on the swapped variable rate bonds is as follows (assuming a short term rate of 3.5%, a LIBOR rate of 5.5%, a securities industry and financial markets association (SIFMA) rate of 2.566% and a CPI rate of 3%).  Negative amounts represent a net benefit to the Commonwealth based on current rates.  (amounts in thousands):  
	For financial reporting purposes, the GLTDAG shows bond principal at face value, exclusive of any unamortized premiums, discounts and issuance costs.  For capital appreciation bonds, the outstanding amount represents total principal and accreted interest to be repaid.  
	The amount of long-term debt authorized but unissued is measured in accordance with the statutory basis of accounting.  Only the net proceeds (exclusive of discount and costs of issuance) are deducted from the total authorized by the Legislature.
	Long-term debt outstanding (excluding unamortized premiums, discounts and issuance cost) and debt authorized and unissued at June 30, 2008 is as follows (amounts in thousands): 
	Interest rates on the Commonwealth’s debt outstanding at the end of FY08 ranged from 0.5% to 6.6%.
	Changes in long-term debt outstanding (excluding unamortized premium, discount and issuance cost) and bonds authorized - unissued for the year ended June 30, 2008 are as follows (amounts in thousands):
	E. Prior Defeasance
	* Includes unallocated proceeds of approximately $213.2 million.
	The difference between the principal on refunding bonds in the above table and the amounts indicated on the combined balance sheet – statutory basis for all fund types and account groups is the result of a cash defeasance of outstanding debt accomplished during FY08.  At June 30, 2008, debt service requirements to maturity for principal (excluding unamortized premium discount, capital appreciation and issuance costs) and interest including all variable rate interest not hedged by swap agreements (assumed interest rate is 5%), except for auction rate securities which are actual as of June 30, 2008, are as follows (amounts in thousands):
	The Commonwealth issued bonds and notes through both competitive and negotiated sales during FY08.  The costs for legal counsel and underwriting fees for bond sales were approximately $426,000 and $6,017,000 respectively.  
	In prior years, the Commonwealth defeased certain general and special obligation bonds by purchasing securities (from the proceeds of refunding bonds or from surplus operating funds) and placing them in irrevocable trusts to provide for all future debt service payments on the defeased bonds.  With the exception of the crossover refunding activity discussed previously, the trust 
	F. Statutory Debt Limit
	G. Administration Debt Limit
	account assets and the liabilities for the defeased bonds are not included in the financial statements.  At June 30, 2008, approximately $6,251,938,000 of bonds outstanding from activities in prior fiscal years are considered defeased.
	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 FY08 was approximately $15,585,725,000.  Outstanding debt subject to the limit at June 30, 2008 was approximately $13,504,384,000. The limit increases 5% per year.
	For purposes of determining compliance with the limit, outstanding direct debt is defined by statute to include general obligation bonds at the amount of their original net proceeds.  It excludes BANs, discount and issuance costs, if any, special obligation bonds, GANs, refunded bonds, certain refunding bonds, debt issued by counties, debt issued in conjunction with the MBTA Forward Funding, certain Central Artery / Tunnel debt and debt issued for the SMART program. The amounts excluded from the debt limit are as follows (amounts in thousands):
	During fiscal year 2008, the administration announced a policy that sets the annual borrowing limit at a level designed to keep debt service at a maximum of 8% of budgeted revenues. For this purpose, debt service includes principal and interest payments on all general obligation debt, special obligation gas tax debt, interest on federal grant anticipation notes, general obligation contract assistance payment obligations and budgetary contract assistance payment obligations on certain capital lease financings. Debt of the Massachusetts School Building Authority and of the Massachusetts Bay Transportation Authority that is supported by the portion of the sales tax legally dedicated to such entities is not included for purposes of this analysis, as the Commonwealth is not liable for such debt; similarly, the sales tax revenues legally dedicated to such entities are not included in the budgeted revenue projections.  
	In addition to keeping debt service at a maximum of 8% of budgeted revenues, the debt management policy limits future annual growth in the bond cap to not more than $125 million through fiscal 2012. This additional constraint is designed to ensure that projected growth in the bond cap will be held to stable and sustainable levels.
	H. Subsequent Bond Issuances
	The Administration will treat all debt and debt-like obligations of the Commonwealth as subject to the bond cap for purposes of developing the annual capital budget, except in limited circumstances when there is a sound policy justification for not including a particular debt issue. Debt may be excluded from the bond cap, for example, where there is a new, dedicated source of project-related revenues supporting the payment of debt service on such debt; in such cases, the dedicated revenue would also be excluded from projected budgeted revenues for purposes of determining the bond cap as described above.  
	The following table shows the annual bond cap, the resulting total annual debt service payment obligations and the debt service as a percentage of budgeted revenues.
	In September 2008, the Commonwealth sold general obligation bonds series 2008 A with a principal amount of $652,790,000 with maturities from FY10 to FY39.  In addition, two series of auction rate securities sold originally in series 2007A were refunded in this issuance totaling $163,650,000.  These securities originally matured on August 1, 2018, but were called on October 8, 2008 and October 10, 2008 at a price of 100%. 
	7. FIXED ASSETS
	Capital asset activities reflected in the General Fixed Asset Account Group for the fiscal year ended June 30, 2008 are as follows:
	The Institutions of Higher Education report separately for fixed assets for GAAP purposes only.  During FY08, the Commonwealth did not transfer infrastructure or land related to the Central Artery / Tunnel Project to the Massachusetts Turnpike Authority, pursuant to Chapter 11 of the Acts of 1997, as amended.  
	8. LEASES
	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.  Lease agreements are for various terms and contain clauses indicating that their continuation is subject to appropriation by the Legislature.  For the fiscal year ended June 30, 2008, capital lease / purchase expenditures totaled approximately $26,380,000.  
	At June 30, 2008, the Commonwealth’s aggregate outstanding liability under capital leases, based on the present value of the net minimum lease payments, exclusive of Institutions of Higher Education, totaled approximately $83,741,000.  This liability is reported in the GLTDAG. Equipment acquired under capital leases and included in the GFAAG totaled approximately $93,771,000.
	The Commonwealth has numerous operating lease agreements for real property and equipment with varying terms.  These agreements contain provisions indicating that continuation is subject to appropriation by the Legislature.  Operating lease expenditures for the fiscal year ended June 30, 2008 were approximately $205,269,000.
	The following is a schedule of future minimum payments under non-cancelable leases as of June 30, 2008 (amounts in thousands): 
	9. INDIVIDUAL FUND DEFICITS
	The Capital Projects Fund deficit reported in the following table reflects the time lag between capital expenditures and the sale of related bonds.  To arrive at the combined capital projects fund deficit, individual fund deficits of $463,402,000 are offset by capital funds earmarked in reserve for the other Capital Projects Funds of approximately $257,750,000.
	The following Budgeted, Non-Budgeted Special Revenue and Capital Projects Funds are included in the combined totals and have individual fund undesignated deficits at June 30, 2008, as follows (amounts in thousands):
	Transfers and the cash defeasance of debt which occurred in FY08 were not included as appropriations in the general appropriation act.  Therefore, no action is necessary to cure those deficits.  None of the funds detailed above were in deficit due to finance-related contractual provisions and were allowed to be in deficit by General Law. 
	10. MEDICAID COSTS
	The Commonwealth’s Medicaid program, called MassHealth, provides health care to low-income children and families, certain low-income adults, disabled individuals and low-income elders. The program, administered by the Office of Medicaid within the Executive Office of Health and Human Services, receives 50% in federal reimbursement on most expenditures. Beginning in fiscal 1999, payments for some children’s benefits became 65% federally reimbursable under the State Children’s Health Insurance Program (SCHIP). Congress and the Centers for Medicare and Medicaid Services are currently considering the reauthorization of the national SCHIP program, which is presently authorized through March, 2009. 
	Approximately 32.5% of the Commonwealth’s budget, including transfers, is devoted to Medicaid. It is the largest and has been one of the fastest growing items in the Commonwealth’s budget.   For the fiscal year ended June 30, 2008, the General Fund includes approximately $8.2 billion in expenditures for Medicaid claims.  The combined financial statements – statutory basis include Medicaid claims processed but unpaid at June 30, 2008 of approximately $5.2 million as accounts payable.
	11. RETIREMENT AND OTHER POST EMPLOYMENT BENEFITS
	The Commonwealth is statutorily responsible for the pension benefits for Commonwealth employees (members of the State Employees’ Retirement System) and for teachers of the cities, towns, regional school districts throughout the Commonwealth and Quincy College (members of the Teachers’ 
	A. Plan Descriptions
	Retirement System, except for teachers in the Boston public schools, who are members of the State-Boston Retirement System but whose pensions are reimbursed to the City of Boston by the Commonwealth).  The members of the retirement systems do not participate in the Social Security System.  
	The Massachusetts 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 Massachusetts State Retirement Board and is part of the reporting entity and does not issue a stand alone financial report.
	The Massachusetts Teachers’ Retirement System (MTRS) is a defined benefit PERS managed by the Commonwealth on behalf of municipal teachers and municipal teacher retirees.  The Commonwealth is a non-employer contributor and is responsible for all contributions and future benefit requirements of the MTRS.  The MTRS covers certified teachers in cities (except the City of Boston), towns, regional school districts and Quincy College.  Consequently, the Commonwealth reports the MTRS as a single employer PERS with special funding responsibilities. The MTRS is administered by the Commonwealth and is part of the reporting entity and does not issue a stand-alone financial report.
	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.  Benefits are recorded when due and payable.
	Membership – Membership in SERS and MTRS as of January 1, 2008, the date of the most recent valuation, is as follows: 
	B. Benefit Provisions
	C. Funding and Contributions Policy
	D. Other Financing Situations
	Massachusetts General Laws establish uniform benefit and contribution requirements for all contributory PERS.  These requirements provide for superannuation retirement allowance benefits up to a maximum of 80% of a member’s highest three-year average annual rate of regular compensation. Benefit payments are based upon a member’s age, length of creditable service, and group creditable service, and group classification.  The authority for amending these provisions rests with the Legislature.
	Members become vested after ten years of creditable service.  A superannuation 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.
	The retirement systems’ funding policies have been established by Chapter 32 of the Massachusetts General Laws. The Legislature has the authority to amend these policies. The annuity portion of the SERS and TRS retirement allowance is funded by employees, who contribute a percentage of their regular compensation. Costs of administering the plan are funded out of plan assets.
	The Commonwealth was financially responsible for the COLA granted to participants in various retirement systems of cities, towns and counties in fiscal year 1981 to 1997. 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 their respective systems. Any future COLA granted by the Legislature to employees of these plans will be the responsibility of the individual system, assuming approval by the local board. The individual employer governments are also responsible for the basic pension benefits. 
	The actuarial accrued liability for COLAs as of January 1, 2008 was $376,000,000.
	The policy for post-retirement benefit increases for all retirees of the SERS, TRS, for those participants who serve in the City of Boston’s School Department in a teaching capacity (BTRS) and COLAs of local governments is subject to legislative approval.
	The Commonwealth’s responsibility to the BTRS is only for those costs based on annual certifications provided by the State – Boston Retirement System (SBRS) to the TRS.  Those costs are funded in arrears.  The cost of pension benefits of the other participants is the responsibility of the City of Boston.  The SBRS is not administered by the Commonwealth and is not part of the reporting entity of the Commonwealth.  For a complete copy of SBRS’s separately issued financial statements, please contact the City of Boston Retirement Board at 617-635-4305.
	The total contributions required for SERS and TRS are based on the entry age normal cost method using the same actuarial assumptions used to compute the net pension obligation.
	A table of Pension Funding Progress is presented as supplemental information on page 309 of this report.
	E. Commonwealth Post Employment Obligations Other than Pensions
	Member contributions vary depending on the most recent date of membership: 
	Chapter 32 of the General Laws directs the Secretary of Administration and Finance to prepare a funding schedule to meet actuarially determined 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. Under the current schedule adopted in 2004, the amortization payments are designed to eliminate the unfunded liability by fiscal year 2023 on a 4.50% increasing basis. The funding schedule as published follows an acceptable actuarial funding methodology to compute normal cost and the unfunded accrued actuarial liability.
	Contributions by the Commonwealth of $1,398,630,000 were made during the fiscal year ended June 30, 2008. Of this amount $69,600,000 represents budgeted payments for COLAs granted to participants in retirement systems of cities, towns and counties and approximately $105,420,000 represents payments to the City of Boston to reimburse in arrears amounts for the BTRS. 
	In addition to providing pension benefits, under Chapter 32A of the Massachusetts General Laws, the Commonwealth is required to provide certain health care and life insurance benefits for retired employees of the Commonwealth, housing authorities, redevelopment authorities, and certain other governmental agencies.  Substantially all of the Commonwealth’s employees may become eligible for these benefits if they reach retirement age while working for the Commonwealth.  Eligible retirees are required to contribute a specified percentage of the health care benefit costs which is comparable to contributions required from employees. The Commonwealth is reimbursed for the cost of benefits to retirees of the eligible authorities and non-state agencies.  
	The Group Insurance Commission (GIC) of the Commonwealth manages the Commonwealth’s defined benefit OPEB plan as an agent multiple employer program including the Commonwealth and 340 municipalities and other non-Commonwealth governmental entities.  These entities that participate in the GIC are responsible for paying premiums at the same rate to the GIC and therefore benefit from the Commonwealth’s premium rates.  The GIC is part of the Trustees of the State Retiree Benefits Trust Fund (SRBTF).  Per a subsequent act of the Legislature to the FY08 General Appropriation Act, Trustees of the SRBTF include, among others, representatives of GIC and HST.
	The SRBTF can only be revoked when all such health care and other non-pension benefits, current and future have been paid or defeased. GIC administers benefit payments, while the other Trustees and GIC vote on investment decisions.  
	Funding Policy
	The Commonwealth recognizes its share of the costs when paid.  The FY08 General Appropriation Act transferred approximately $344 million to the SRBTF and a supplemental budget transferred over $11 million in addition, with a total appropriation of nearly $355 million.  Furthermore the FY08 General Appropriation Act directed the transfer of the balance in the HST to the SRBTF.  The transfer from the HST to the SRBTF was approximately $336 million.  Therefore, total contributions in FY08 were approximately $683 million, net of transferred payables.  
	There are approximately 140,700 participants eligible to receive benefits as of the most recent actuary report.  In fiscal 2008, the contribution rates for employees and retirees are as follows: 
	In July 2008, a joint legislative - administrative commission report was released recommending funding options for OPEB in addition to employee contributions and appropriations.  In its report, the special commission recommends that the Commonwealth develop a strategy to pre-fund the Commonwealth’s OPEB liability. The commission identifies three funding sources -- tobacco settlement funds, unanticipated budgetary surpluses and annual legislative appropriations -- and recommends funneling funds from all three sources to the SRBTF in order to address the unfunded OPEB liability. With regard to tobacco settlement funds, the commission advises a phased-in approach, whereby a specified percentage of the settlement funds (increasing from 25% of such funds in year one to 90% of such funds in year four and thereafter) would be transferred to the SRBTF. In addition to using the tobacco settlement funds, the commission further recommends that the Commonwealth allocate 50% of any unanticipated surplus funds in a budget surplus year to the SRBTF. Finally, the commission recommends that annual appropriations to the SRBTF be included in each annual budget in a similar manner to pensions so as to eliminate the unfunded liability by 2038.  The fiscal 2009 budget does not include any of the special commission’s recommendations for addressing the Commonwealth’s OPEB liability. Many of the recommendations will require separate legislation.
	12. COMMITMENTS
	A. MBTA and Other Authorities
	B. Saltonstall Building
	C. Other Construction Commitments
	D. Contractual Assistance to Authorities
	The Commonwealth continues to guarantee certain Massachusetts Bay Transportation Authority (MBTA) debt outstanding at June 30, 2008, totaling $955,340,000.  
	The MBTA’s Forward Funding legislation of 1999 provides for the MBTA to issue general obligation, revenue or other debt secured by a pledge or conveyance of all or a portion of revenues, receipts or other assets or funds of the MBTA.  Accordingly, all MBTA debt issued after this legislation is not backed by the full faith and credit of the Commonwealth.  
	Additional commitments of the Commonwealth remain for the University of Massachusetts Building Authority and the Massachusetts State College Building Authority.  As of June 30, 2008, the University of Massachusetts Building Authority has committed debt of approximately $999 million, of which approximately $156 million is guaranteed by the Commonwealth.  The Massachusetts State College Building Authority has approximately $554 million of outstanding debt, of which approximately $50 million is guaranteed by the Commonwealth.
	The MDFA was authorized in legislation to undertake redevelopment of the Saltonstall State Office Building (Building) and its surrounding area.  Under the provisions of MDFA’s bond authorization, the Building is to be leased by the MDFA for a lease term of up to 50 years with extension terms permitted for an aggregate 30 more years.  The MDFA renovated the Building leased half of it back to the Commonwealth for office space and related parking for a comparable lease term.  The remainder of the Building and surrounding area has been redeveloped as private office space, housing and retail establishments.  The Commonwealth is obligated for future lease payments for space it rents.  
	However, this obligation is not a general obligation or a pledge of credit of the Commonwealth.  Though MDFA’s bonds are revenue obligations, with pledges of the public and private lease payments, the Commonwealth’s lease payments are due upon occupancy and are subject to annual appropriation.  The Commonwealth has commenced occupancy of the Building.
	At June 30, 2008, the Commonwealth had commitments of approximately $787.9 million related to ongoing construction projects.
	The Commonwealth is also authorized to pledge its credit in aid of and provide contractual support for certain independent authorities and political subdivisions within the Commonwealth. These Commonwealth liabilities are classified as (a) general obligation contract assistance liabilities, (b) budgetary contractual assistance liabilities or (c) contingent liabilities. In addition, the Commonwealth is authorized to pledge its credit in support of scheduled, periodic payments to be made by the Commonwealth under interest rate swaps and other hedging agreements related to bonds or notes of the Commonwealth.
	General obligation contract assistance liabilities arise from statutory requirements for payments by the Commonwealth to the Massachusetts Water Pollution Abatement Trust, the Massachusetts Turnpike Authority and the MDFA that are used by such entities to pay a portion of the debt service on certain of their outstanding bonds. Such liabilities constitute a pledge of the Commonwealth’s credit for which a two-thirds vote of the Legislature is required.
	During FY08 a law was enacted amending a 2006 law authorizing an “infrastructure investment incentive” program, known as “I-Cubed.” The amendment, among other things, clarifies the manner in which the program is to be financed and the security for the related bonds. Under the program, up to $250 million of public infrastructure improvements to support significant new private developments may be financed by bonds issued by the MDFA that will be secured by and payable from a general obligation pledge of contract assistance from the Commonwealth. Until a related new private development is completed and occupied, the developer’s property will be assessed by the municipality in amounts equal to the debt service cost on the bonds to reimburse the Commonwealth for such cost. After each phase of the private development is completed and occupied, the municipality will be required to reimburse the Commonwealth for any portion of the debt service cost on the bonds that is not covered by new state tax revenues generated from the related private development. The municipality’s reimbursement obligation will be secured by a general obligation pledge of the municipality, a local aid intercept and a reserve fund which must be funded in an amount equal to or greater than two years of debt service on the bonds. The obligation of the municipality ends when the Commonwealth has collected revenues sufficient to pay principal and interest payments to date plus all remaining principal payments due. Regulations are still being developed pursuant to this legislation, and no such bonds have yet been issued.  
	Subsequent to year end legislation was enacted including an authorization to finance up to $43 million of the costs of a parkway at the former South Weymouth naval air base to support the development of the former base. Similar to the I-Cubed program financing model, the bonds to finance the parkway would be issued by MassDevelopment and would be secured and payable from a general obligation pledge of contract assistance from the Commonwealth. In the event that the new state tax revenues generated from the new private development are less than the debt service cost on the bonds, the South Shore Tri-Town Development Corporation, a public entity with municipal taxing and other powers over the geographic area of the former base, would be required to reimburse the Commonwealth for any such shortfall. The legislation provides that such payment obligations of the Corporation be secured by a general obligation pledge of the Corporation.
	Budgetary contract assistance liabilities do not constitute a pledge of the Commonwealth’s credit.  Contingent liabilities relate to debt obligations of independent authorities and agencies of the Commonwealth, or payment obligations of such entities on hedging transactions related to such debt, that are expected to be paid without Commonwealth assistance, but for which the Commonwealth has some kind of liability if expected payment sources do not materialize. These liabilities consist of guaranties and similar obligations with respect to which the Commonwealth’s credit has been or may be pledged. Under legislation approved by the Governor on August 11, 2008, the Commonwealth may pledge its credit to guarantee payment obligations of the Massachusetts Turnpike Authority with respect to certain hedging transactions or
	E. Route 3 North Transportation Improvements Association, Commonwealth Lease Revenue Bonds, and Other
	provide financial support subject to annual appropriation and without a pledge of the Commonwealth’s credit. The same legislation authorizes the Commonwealth to provide credit support to the Turnpike Authority in connection with the issuance of certain refunding bonds, subject to annual appropriation and without a pledge of the Commonwealth’s credit. In addition, the Commonwealth has certain statutorily contemplated payment obligations with respect to which the Commonwealth’s credit has not been pledged, as in the case of the Commonwealth’s obligation to replenish the capital reserve funds securing certain debt obligations of the Massachusetts Housing Finance Agency and the Commonwealth’s obligation to fund debt service, solely from moneys otherwise appropriated for the affected institution, owed by certain community colleges and state colleges on bonds issued by the Massachusetts Health and Educational Facilities Authority and the Massachusetts State College Building Authority.
	By the virtue of the bankruptcy filing by Lehman Brothers Holdings Inc (“LBHI”) as described in Note 6 to the financial statements, the interest rate swaps with Lehman Brothers Special Financing (“LBSF”) are subject to termination at the option of the Turnpike Authority.  The Turnpike Authority would owe a termination payment on each of these swaptions if there were to be terminated at this time.  The Turnpike Authority is evaluating its options and has made no decision at this time regarding the Lehman swaptions.  This action could trigger the contingent guarantee discussed above.
	Route 3 North Transportation Improvements Association Commonwealth Lease Revenue Bonds.  In August, 2000, the Route 3 North Transportation Improvements Association (the “Association”) issued approximately $394.3 million of lease revenue bonds to finance the reconstruction and widening of a portion of state Route 3 North.  In May, 2002, the Route 3 North Transportation Improvements Association issued approximately $312.7 million of additional lease revenue bonds, $305.6 million of which were issued as refunding bonds.  In connection with the financing, the Commonwealth leased the portion of the highway to be improved to the Association, and the Association leased the property back to the Commonwealth pursuant to a sublease.  Under the sublease, the Commonwealth is obligated to make payments equal to the debt service on the bonds and certain other expenses associated with the project.  The obligations of the Commonwealth do not constitute a general obligation or a pledge of the credit of the Commonwealth and are subject to annual appropriation by the Legislature.  On May 9, 2007, the Commonwealth sold general obligation bonds to refund approximately $53.4 million of the lease revenue bonds.  As of June 30, 2008, the Route 3 North Transportation Improvements Association had $376.5 million of such lease revenue bonds outstanding, of which $82.5 million are fixed-rate bonds and $294 million are variable-rate bonds with an associated interest rate swap agreement.  The variable-rate bonds and the associated swap agreement are insured by Ambac.  If Ambac were to be downgraded below certain thresholds specified in the swap agreement, the agreement could become subject to termination at the option of the counterparty, triggering termination costs (currently estimated at approximately $46 million) for which the Commonwealth would be liable under the sublease.  In connection with the recent credit deterioration and ratings downgrades of Ambac, there have been failed remarketings with respect to the variable-rate bonds, and the counterparty under the associated interest rate swap agreement exercised its right to make variable payments to the Association related to a taxable index rather than to pay the Association’s variable interest costs, for which the Commonwealth is liable under the sublease.  For fiscal 2008, such increased costs amounted to approximately $1 million, which were funded by supplemental appropriations approved by the Governor on August 8, 2008.  Such increased costs have continued in fiscal 2009.  For the 30-day period ended on July 15, 2008, such increased costs amounted to approximately $1.3 million.  The Commonwealth is planning to refinance the variable-rate bonds as Commonwealth general obligation bonds, as authorized by legislation approved May 29, 2008.  In connection with any such refinancing, the Commonwealth may terminate existing debt service deposit agreements which provide an advance payment of $8.3 million when such agreements were entered into in 2000.  The termination value of the agreements is currently estimated to be approximately $6 million.  In 2005, the developer of the project submitted a request for equitable adjustment pursuant to the development agreement between the developer, the Executive Office of Transportation and Construction and the Massachusetts Highway Department.  As of June 11, 2008, the parties reached a settlement in principle with the developer.  On June 23, 2008, the developer filed for bankruptcy protection.  On August 8, 2008, the Commonwealth, the developer and the sureties executed a settlement agreement resolving all claims on the project.  Due to the developer’s bankruptcy filing on June 23, 2008, however, the developer will not be able to agree to the settlement unless the Bankruptcy Court approves it and no appeal is taken.  If final approval is not obtained from the Bankruptcy Court, the settlement agreement will be null and void, except to the extent the parties further agree in writing.
	City of Chelsea Commonwealth Lease Revenue Bonds.  By the virtue of the bankruptcy filing by LBHI as described in Note 6 to the financial statements, the interest rate swaps with LBSF are subject to termination at the option of the Commonwealth.  The Commonwealth is currently considering structuring alternatives including assigning these swaps to different counterparties or refunding the bonds.
	13. CONTINGENCIES
	A. Settlements and Judgments
	B. Workers’ Compensation
	C. Federal Assistance
	A number of lawsuits are pending or threatened against the Commonwealth, which arise from the ordinary course of operations.  These include claims for property damage and personal injury, breaches of contract, condemnation proceedings and other alleged violations of law.  For those cases in which it is probable that a loss will be incurred and the amount of the potential judgment can be reasonably estimated or a settlement or judgment has been reached but not paid, the Attorney General estimates the liability to be approximately $27,000,000 in total which is included in the GLTDAG. 
	Under the statutory basis of accounting, workers’ compensation costs are recognized when claims are presented and paid.  The Commonwealth’s outstanding liability for such claims at June 30, 2008 is estimated to be $271,080,000, in total which is included in the GLTDAG.
	The Commonwealth receives significant financial assistance from the federal government.  Entitlement to these resources is generally contingent 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.  At June 30, 2008 the 
	D. Escheat Property
	E. Tobacco Settlement
	F. Ballot Initiative
	Commonwealth estimated that liabilities, if any, which may result from such audits are not material. 
	Chapter 200A of the Massachusetts General Laws, the Commonwealth’s Abandoned Property Law, requires deposit of certain unclaimed assets into a managed Fiduciary Fund.  These unclaimed assets are to be remitted to the General Fund each June 30, where it is included as miscellaneous revenue.  Amounts remitted during FY08 totaled approximately $81,077,000.  A portion of accumulated claims since the law’s enactment represent a contingency, because claims for refunds can be made by the owners of the property.
	A Master Settlement Agreement (MSA) was executed in November of 1998 between five tobacco companies and 46 states, including the Commonwealth.  The MSA called for, among other things, annual payments to the states in perpetuity.  These payments have been estimated to total more than $200 billion over the first 25 years, subject to various offsets, reductions, and adjustments.  
	In FY08, the Commonwealth received approximately $288,490,000 or 87% of the estimated amounts shown in the MSA.  All received amounts were transferred to the General Fund. 
	Amounts received in FY08 continued to be less than had previously been projected as payments under the MSA.  The Commonwealth’s allocable share of  the base amounts payable under the MSA is approximately 4.05%.  The Commonwealth’s allocable share of the base amounts under the agreement through 2025 is nearly $7.6 billion, subject to adjustments, reductions and offsets.  However, in pending litigation, tobacco manufacturers are claiming that because of certain developments, they are entitled to reduce future payments under the MSA, and certain manufacturers withheld payments to the states due in FY06 and FY07.  The Commonwealth continues to pursue legal action to compel the payment of these additional funds and to obtain a legal determination that the Commonwealth is immune from the claimed downward adjustment to its settlement payments.  
	In FY04, a Suffolk Superior Court jury rejected the claims of the Commonwealth’s private tobacco attorneys that they should be paid a fee amounting to 25% of the Commonwealth’s tobacco settlement money.  The jury awarded the plaintiffs 10.5% of the amount the Commonwealth receives under the MSA through 2025.  To date, however, the attorneys have received more than 10.5% of what the Commonwealth has received under the MSA.  As of June 30, 2006, the Commonwealth owes nothing under the jury award.  Whether the Commonwealth will in the future be required to pay any sum on private counsel’s claim will depend on the actual payments received by the Commonwealth under the MSA through 2025, as well as on the amounts the attorneys receive through the arbitration payments.  
	Ballot Question 1 would reduce the state income tax from 5.30% to 2.65% effective January 1, 2009, and eliminate the income tax effective January 1, 2010.  If approved by the voters and fully implemented, Question 1 would result in the loss of more than $12.5 billion in annual state income tax revenue.
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	Individual
	Budgeted
	Funds
	MAJOR BUDGETED FUNDS:
	The General Fund - The General Fund is the Commonwealth’s primary Governmental Fund. All governmental activities not specifically directed to another fund are accounted for in the General Fund. As a result, most budgeted expenditures of the Executive secretariats, the Legislature, constitutional offices, Judiciary, institutions of higher education and independent commissions are paid for 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.
	Highway Fund – to account for highway user taxes including the gas tax and fees; used to finance highway maintenance and safety services, and provide matching funds for federally sponsored highway projects as required.
	Infrastructure Fund (Subfund of Highway Fund) - details specific components of revenue and expenditure related to the Highway Fund segregated per instructions in Section 2 O of Chapter 29 of the General Laws.
	The Commonwealth Stabilization Fund – to account for amounts calculated in accordance with state finance law and maintain a reserve to enhance the Commonwealth's fiscal stability.  Per the FY2005 General Appropriation Act tax revenues from certain lottery winners selling their stream of future winnings in exchange for current payments will be recorded in this fund. The residual balance of the Temporary Holding Fund is closed to the Stabilization Fund to the extent of expenditures from the Fund.
	Administrative Control Funds - account for the revenues generated by certain administrative functions of government, for which the Legislature has required that separate funds be established.  These funds include:
	Temporary Holding Fund – to account for cumulative tax revenues during the fiscal year in excess of permissible tax revenues as defined in Chapter 62F, Section 6A of the General Laws.  The fund balance in the fund closes annually to the Stabilization Fund to the extent of expenditures from that fund.  Any remaining balance transfers to the General Fund.
	Intragovernmental Service Fund – to account for the charges of any state agency for services provided by another state agency, for example, charges levied by the public employee retirement administration for workers compensation chargeback.
	Bay State Competitiveness Investment Fund – to account for funds received as part of the calculation of consolidated net surplus for FY07 and available for appropriation in FY08.  This fund expired on June 30, 2008.
	BUDGETED ENVIRONMENTAL FUND:
	Inland Fisheries and Game Fund - to account for revenues from license and permit fees for inland fishing, hunting, trapping, and sporting licenses and revenue producing stamps or the sales of land, rights and properties, gifts, interest, and federal grant reimbursements; used for developing, maintaining and operating the Division of Fisheries and Wildlife.
	OTHER BUDGETED FUNDS:
	These funds account for a variety of miscellaneous taxes, fees, fines and other revenues, which are restricted to the financing of specific Commonwealth programs.
	Workforce Training Fund - to account for revenues from new unemployment surcharge of .075% of unemployment taxable wages on employers; to provide grants to employers and labor groups to provide education and training to new and existing employees.
	Division of Energy Resources Credit Trust Fund – to account for the receipt, retention, redemption sale or transfer of energy conservation credits, renewable energy certificates or credits, emission credits and similar allowances.  The Division of Energy Resources may expend these funds, subject to appropriation for the implementation of programs for energy reliability, renewable energy, public procurement of energy and energy efficiency and climatic change.  Any unexpended balance in the fund at the close of a fiscal year is retained in the fund.  The fund is not allowed to carry a deficit at the end of the fiscal year.
	Massachusetts Tourism Fund - to account for revenues received from hotel taxes; used to fund the Office of Travel and Tourism promotions and the Massachusetts Convention Center Authority.
	The following funds have been enacted in legislation but are inactive:
	Collective Bargaining Reserve Fund - to account for transfers from the general fund, which may be used to fund negotiated contracts for state employees.
	Tax Reduction Fund – to account for the maintenance of a reserve, which shall be used only to reduce personal income taxes.
	Dam Safety Trust Fund - to account for  all receipts and revenues generated through agreements executed between the department of environmental management and public or private entities for dam safety purposes, and all fines, costs, expenses, and interest imposed.
	International Educational and Foreign Language Grant Program Fund – to account for appropriations, bond proceeds or other monies authorized to be used by the Commissioner of Education to increase the number of Massachusetts students, teachers, administrators and education policymakers to support programs and activities that advance cultural awareness through grants to local and regional high schools to support international education programs and promote the study of foreign languages.
	Non-Budgeted 
	Funds
	SPECIAL REVENUE FUNDS:
	These funds account for the proceeds of specific revenue sources that are restricted to finance specific functions.  Funds that are not subject to appropriation are considered Non-budgeted Special Revenue Funds.
	Federal Grants Fund – to account for federal grants that are designated for specific programs, excluding federal highway construction grants, which are accounted for in the Federal Highway Construction Capital Projects Fund, and federal reimbursement programs, such as Medicaid, which are accounted for in the General Fund.
	LOTTERY FUNDS:
	The two lottery funds account for the operations of the State and Arts Lotteries.
	State Lottery Fund – to account for revenue from sale of lottery tickets and for the payment of prizes, expenses of the State Lottery Commission and the distribution to municipalities and school districts. Transfers are made to the General Fund.
	Arts Lottery Fund  - to account for revenues from sale of lottery tickets, for payment of prizes and the expenses of the State Lottery Commission, and for the administration of the Arts Lottery Council.  Transfers are made to the General Fund.
	UNIVERSAL HEALTH CARE FUNDS:
	The five Universal Healthcare Funds account for assessments and other revenues that are dedicated to making health care and health insurance accessible and affordable to all Citizens of the Commonwealth.
	Commonwealth Care Trust Fund – to collect fair share employer assessments, free rider surcharges, transfers from the Health Safety Net Trust Fund, any funds that may be appropriated or transferred for deposit into the trust fund for the purposes of the demonstration program approved the Secretary of the United States Department of Health and Human Services under section 1115 of the Social Security Act, as extended or renewed from time to time and individual health care coverage penalties for the purpose of providing health care coverage in accordance with the act providing access to affordable, quality, accountable health care of 2006.
	Essential Community Provider Trust Fund – to account for transfers and interests; used for payments to acute care hospitals and community health centers, as defined in Chapter 58, Acts of 2006, Section 8.
	Medical Assistance Trust Fund – to account for any funds directed to the Commonwealth from public entities and federal revenues related to medical assistance; to be used for medical assistance payments to entities authorized by the general court. 
	Health Safety Net Trust Fund – to account for reimbursing hospitals and community health centers for a portion of the cost of reimbursable health services provided to low-income, uninsured or underinsured residents of the Commonwealth.
	Uncompensated Care Fund – to account for funds received from hospitals, transfers from budgeted funds and federal reimbursements; used for the purposes of the Uncompensated Care Pool.  Though not repealed, the balance in the fund was transferred to the Health Safety Net Trust Fund on October 1, 2007.
	Medical Security Trust Fund – to account for premiums, fees, and contributions; used for health insurance for workers receiving unemployment insurance.
	OTHER FUNDS:
	The other minor special revenue funds account for a variety of miscellaneous taxes, assessments, fees, fines and other revenues, which are restricted to the financing of specific Commonwealth programs.
	Department of Telecommunication and Energy Trust Fund – to account for expenditures by the Department of Telecommunications and Energy for activities of the department related to the regulation of electric companies.
	Liability Management and Reduction Fund - to account for chargebacks assessed to departments as premiums for the provision of insurance coverage for state agencies to cover payment of judgements, settlements and litigation costs in tort claims.

	Health Care Security Trust Fund – to account for revenues received from tobacco companies under the tobacco settlement, interest income fees and federal grants as well as expenditures to the Health Care Quality Improvement Fund for health related services and programs intended to control or reduce the use of tobacco in the Commonwealth.  Though not repealed, the balance in the Health Care Security Trust Fund will be transferred to the State Retiree Benefits Trust Fund on or before June 30, 2008.
	Commonwealth of Massachusetts Civil Monetary Penalty  (CMP) Fund – to account for civil monetary penalties paid by nursing homes participating in the medical program for the protection of health and property of residents in a nursing home if the facility is found deficient.
	MBTA State and Local Contribution Fund – to account for the transfer of revenue and MBTA service area assessments from the Commonwealth to the MBTA as set forth in Massachusetts General Laws, Chapter 10, Section 35T.
	Catastrophic Illness in Children Relief Fund – to account for receipts from a portion of an employer’s unemployment health insurance contribution and certain Federal financial participation.  The assistance is for medical expenses of childhood catastrophic illnesses not covered by any other State and Federal program and subject to certain family income limits.
	MBTA Infrastructure Renovation Fund – to account for supplemental appropriations beyond the MBTA State and Local Contribution Fund for certain MBTA infrastructure improvements.  Funds are to be used for, but not limited to, compliance with the American with Disabilities Act, elevator and escalator improvements, waterproofing, fare gates, signage, lighting and structural improvements only.  No rolling stock is to be acquired through the fund.
	Community Preservation Trust Fund – to account for revenues received from surcharges on real estate property taxes, public and private sources as gifts, grants and donations, from damages, penalties costs from litigation settlements and surcharge on municipal liens imposed by the cities and towns who accept funds from the trust, to further community open – space preservation programs.
	Health Insurance Portability and Accountability Act Fund – to account for revenues received from Federal reimbursements under the Social Security Act, other Federal reimbursements, grants, gifts or other contributions to meet the costs of compliance with the Federal Health Insurance Portability and Accountability Act of 1996 (HIPPA).
	State Racing Fund – to record activity described in Section 9, Chapter 139, Acts of 2001 for improvements to the horse and greyhound racing industry in the Commonwealth.  Revenues are from taxes, assessments and expenditures are for related programs.
	Division of Professional Licensure Trust Fund – to support programs and administrative costs of the Division of Professional Licensure.  Revenues are from professional registration fees and expenditures are for regulatory purpose.  The fund is not allowed to incur deficit.  Any year end balance in excess of 20% of prior year’s expenditures  reverts to the General Fund.
	Victims of Drunk Driving Trust Fund – to account for fines collected from convicted individuals of driving under the influence of various substances defined by the law.  Expenditures are for grants to community based programs to provide counseling and support services to victims of accidents.
	Health Care Quality Improvement Trust Fund – to account for transferred fees and federal participation from the Health Care Security Trust fund paid by health care providers.  Expenditures are to health care providers for Medicaid related services.  Though not repealed, the balance in this fund was transferred to the General Fund as of October 1, 2007.
	Department of Fire Services Hazardous Materials Emergency Mitigation Response Recovery Trust Fund – to account for monies received from fees, fines and investment income up to a maximum of $250,000 per year.  All revenues in excess of $250,000 are transferred to the General Fund and may be made available for appropriation.  Expenditures are for emergency hazardous materials response and mitigation costs up to a maximum of $250,000 per year.
	Registers Technological Fund – to account for funds received from deeds excise taxes for the benefit of abolished counties.  Expenditures are for technological improvements at the registries of deeds in those counties.
	County Registers Technological Fund – to account for monies received from deeds excise taxes for Barnstable, Bristol, Dukes, Norfolk, Plymouth and Nantucket Counties.  Expenditures are for technical improvements at those counties.
	State Election Campaign Fund – to account for the costs of quadrennial statewide elections provided for through tax contributions from citizens.
	Distressed Provider Expendable Trust Fund – to account for the financial support to community health centers, community health center-based managed care organizations, and other essential community providers that serve populations in need of community-based care, clinical support, care coordination services, pharmacy management services or other special needs for continuing community care including, but not limited to, those populations that are chronically ill, elderly, or disabled.  Chapter 241 of the Acts of 2004 renamed this fund from the Essential Community Provider Expendable Trust Fund.  This fund closed on September 30, 2006 and any remaining balance was transferred to the Essential Community Provider Trust Fund.
	Springfield Fiscal Recovery Trust Fund - to account for interest free loans to the City of Springfield, the goal of which is to bring fiscal stability to the City.  This fund closed as of June 30, 2008 with all amounts now reported in the General Fund.
	Counsel for Indigent Salary Enhancement Trust Fund – to account for fees collected for private applications for criminal complaints for misdemeanors in Commonwealth courts and investment revenues.  Expenditures are for rate enhancements for advocates for the indigent.
	Smart Growth Housing Trust Fund – This fund is controlled by the Department of Housing and Community Development for the purpose of making payments to communities under Smart Growth and Housing Production program.  Revenues are from sale of surplus property for the total amount of sales between $25 million to $50 million, or appropriations from the General Fund and monetary sanctions imposed by the department.
	Special Projects Permitting and Oversight Fund - to account for environmental permitting fees.  Expenditures are for permitting, technical assistance, compliance and other activities related to environmental oversight.
	School Modernization and Reconstruction Trust Fund - to account for dedicated sales tax revenues in support of the School Building Assistance Program.  
	Roche Community Rink Fund – to account for revenues generated from fees, fines, leases, gifts, grants, interest or any other revenue sources at the Roche Community Rink, formerly the Bryant Rink, in the West Roxbury section of the city of Boston.  Expenditures are for operational costs, capital improvements, equipment and maintenance of said rink, including the costs of personnel, but no expenditures shall be made from the fund that shall cause the fund to be in deficit at the close of a fiscal year.
	Workforce Competitiveness Trust Fund – to account for funds to support the development and implementation of employer and work responsive programs to enhance worker skills, income, productivity and retention and to increase the quality and competitiveness of Massachusetts firms.  The fund is administered by the Executive Office of Labor and Workforce Development.
	Cigarette Fire Safety & Firefighter Protection Act Enforcement Fund – to account for the Fire Safety certification fees submitted by cigarette manufacturers.  The fund is used solely to support state processing, testing, enforcement and oversight activities related to implementation of the cigarette fire safety regulation.
	Massachusetts Board of Higher Education Scholar-Internship Match Fund – to provide a match for industry scholarships given to Massachusetts students going on to study for a post-secondary degree at Massachusetts public higher education institutions.  The amount to be matched through the Scholar-Internship Match Fund shall not exceed $5,000 per student, contingent upon receiving a corresponding industry scholarship or internship of up to the same amount.
	Central Artery /Tunnel Project Repair and Maintenance Trust Fund – to account for any costs incurred in connection with the repairs and maintenance of the Central Artery and the Ted Williams Tunnel.
	District Local Technical Assistance Fund – to account for grants to regional planning agencies for technical assistance to municipalities and to develop a state-wide zoning, land use planning, conservation, public safety planning, information technology and statistical trend modeling under the supervision of the Department of Housing and Community Development.  The annual expenditures cannot exceed $2.8 million in any fiscal year.
	Educational Rewards Grant Program Fund – to account for grants to students in accredited post-secondary certificate or vocational technology programs or associate degree in targeted high-demand occupations.
	Government Land Bank Fund – to account for proceeds from disposition, conversion and redevelopment of land used for industrial and low income housing developments. Payments of principal and interest on bonds and notes of the Massachusetts Development Finance Agency.
	Natural Heritage and Endangered Species Fund - to account for revenues from public and private sources and/or the federal government as reimbursements, grants, donations or other receipts; used to acquire by purchase, lease, easement or license land critical to nongame wildlife and endangered species for purposes of protecting and enhancing nongame wildlife.  
	Massachusetts Mathematics, Science, Technology and Engineering Grant Fund – to account for the support provided to Massachusetts students who want to participate in programs that support careers in fields related to mathematics, science, technology, and engineering.  The grants also support curriculum development in those fields.
	Commonwealth Covenant Fund – to support programs that provide accessible tuition loan repayments to students who attend public universities or colleges in Massachusetts and stay to pursue careers in the STEM (Science, Technology, Engineering and Math) fields.
	Massachusetts Alternative and Clean Energy Investment Trust Fund – to account for any funds invested in clean energy technology research and issue seed grants to companies, universities and nonprofits to encourage the creation of clean technology ventures and the training of workers to perform associated green jobs.
	Mosquito and Greenhead Fly Control Fund –to account for assessments to cities and towns of various mosquito control districts; to support activities designed to control mosquitoes and /or “greenhead” flies.
	Oil Overcharge Fund – to account for the fines and penalties collected under federal litigation from certain oil companies; used to provide fuel assistance and home insulation for low-income residents.
	Environmental Trust Fund – to account for fines, gifts and grants used for restoration, protection and improvement of the quality of Boston Harbor, Lynn Harbor, Massachusetts Bay, Buzzards Bay and Cape Cod Bay.
	Children’s Trust Fund – to account for gifts, grants, interest, and donations to the Child Abuse Prevention Board and certain appropriations designated to be transferred to the fund; used for support programs to raise awareness of child abuse and prevention programs.
	Child Support Enforcement Fund – to account for Federal grants used for activities associated with the collection of child support.
	Massachusetts Military Family Relief Fund – to account for revenues received by the Commonwealth under the provisions of section 6K of Chapter 62, from public and private sources as gifts, grants, and donations to further the purposes of the fund, which is to help members of the Massachusetts National Guard and Massachusetts residents who are members of the Armed Forces of the United States and who were called to active duty after September 11, 2001.
	Department of Industrial Accidents Special Fund – to account for assessments to employers and cities and towns for workers’ compensation insurance premiums and penalties assessed against employers who fail to insure for the workers’ compensation; used to reimburse the General Fund for the operating account of the Department of Industrial Accidents and for administrative overhead.
	County Correction Fund – to account for approximately 7.5% of the deeds excise tax distributed to counties for the operation of county correctional facilities.
	Massachusetts AIDS Fund – to account for gifts, grants, and donations; used for research, treatment, and education related to acquired immune deficiency syndrome.
	Trust Fund for the Head Injury Treatment Services Fund  - to account for revenues from a surcharge on fines resulting from ‘driving under the influence’ convictions; funds the Massachusetts Rehabilitation Commission’s statewide head injury program to develop and maintain non-residential rehabilitation services for head injured persons, 
	Board of Registration in Medicine Fund – to account for certain revenues and expenditures of the Board.
	Water Pollution Abatement Projects Administration Fund – to account for transfers from the Water Pollution Abatement Trust and general obligation bond proceeds; used for the administration of the Department of Environmental Protection to fund water pollution abatement projects.
	Commonwealth Sewer Rate Relief Fund – to account for transfers of amounts from the General Fund or other funds; used for the purpose of mitigating sewer rate increases and making sewer rate relief grants to municipalities.
	Motor Vehicle Safety Inspection Trust Fund – to account for vehicle inspection fees for administration and operation of safety inspection programs by the Registry of Motor Vehicles.
	Child Care Quality Fund – to account for expenditures by the commissioner of the Office for Children for providing grants for not-for-profit childcare organizations for the purpose of improving childcare services.  
	Convention and Exhibition Center Fund – to account for surcharges imposed on tourist tickets, such as cruise and for any land-based sightseeing located in the Commonwealth to finance the construction of a new Boston Convention Center along with centers in Worcester and Springfield.  
	Firearms Fingerprint Identity Verification Trust Fund – to account for fees paid in firearms registrations for the purposes of financing fingerprint identification verifications with the fingerprint records maintained by the Federal Bureau of Investigations or any other federal agency for the verification of firearms license application identities.
	Grant Anticipation Note Trust Fund - to account for proceeds to cover grant anticipation note expenditures and pay the related debt service of the proceeds.
	The following funds have been enacted in legislation but are inactive:
	Energy Technology Development Fund – to account for revenues received from miscellaneous trusts, gifts and donations to be administered and expended by the commissioner of the Division of Energy Resources to promote energy efficiency and the research development and commercialization of new energy technologies.
	Natural Resources Damages Trust Fund – to account for gifts, grants and other contributions received to fund natural resources restoration projects.
	Department of Mental Retardation Trust Fund – to account for any receipts from assessments transfers by Department of Mental Retardation for public facilities and any other federal financial participation. Expenditures are for operating the intermediate care facilities and community residences serving individuals with mental retardation.
	Civil Process Technology Improvement Fund – to account for 20% of civil process fees received by the Commonwealth gifts, grants and investment earnings to be used to improve the efficiency, accessibility and accountability of the service of civil process in the Commonwealth.
	Fire Prevention and Public Safety Fund – to account for all penalties recovered  under the cigarette fire safety regulation act to be used for fire safety and prevention programs.
	Capital 

	Projects 
	Funds
	The Capital Projects Funds are used to account for the financial resources used to acquire or construct major capital assets of the Commonwealth and to finance local governmental capital projects.
	General Capital Projects Fund - to account 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 – to account for a transfer from the General Fund to finance appropriated items of a capital nature pursuant to sections 2E and 107 of Chapter 88 of the Acts of 1997.
	Convention and Exhibition Center Capital Fund -to account for proceeds of bonds to finance the construction of a convention center in Boston.
	Capital Improvements and Investment Trust Fund - to account for the Commonwealth’s reimbursement to cities and towns for expenses incurred for projects for construction and reconstruction of town and county ways.
	Capital Expenditure Reserve Fund - to account for amounts paid by the Massachusetts Turnpike Authority as payment toward the acquisition cost of the Third Harbor Tunnel and Federal financial participation money related to expenditure amounts paid by the Massachusetts Port Authority as determined by a feasibility study; used to pay principal and interest on certain bonds, related notes or direct capital expenditures.  
	Highway Capital Projects Fund – to account for the proceeds of bonds sold to finance construction of state highways and to fund the Commonwealth's share of Federally sponsored highway construction.
	Federal Highway Construction Program Capital Projects Fund - to account for federal highway construction grants which, with the Commonwealth's required share of matching funds, finance interstate highways and similar projects within Massachusetts to promote a nationwide highway system.
	Central Artery Statewide Road and Bridge Infrastructure Fund - to account for bond proceeds, certain revenues from Registry of Motor Vehicle fees, (net of debt service expenditures) and payments from authorities.  The purpose of expenditures of the fund is to meet the estimated additional costs associated with the Central Artery/Ted Williams Tunnel Project and for costs of the statewide road and bridge program.  
	OTHER FUNDS:
	These funds account for the proceeds of bonds used to to finance land and transportation equipment for economic development.
	Government Land Bank Capital Projects Fund - to account for proceeds of bonds used to finance the acquisition, holding, protection, maintenance, repair or use of lands and for personnel and the administrative costs of the Massachusetts Development Finance Agency.
	LOCAL AID FUNDS:
	Local Capital Projects Fund - to account 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.   The fund accounts for the proceeds of bonds to finance improvements to lockup facilities, state police lockup facilities and to finance improvements to County Correctional Facilities, and other monies received by the Department of Conservation and Recreation pertaining to state parks, reservations and recreation areas outside the metropolitan parks district; used for purposes of state parks, reservations and recreation areas outside the metropolitan parks district.
	Fiduciary

	Fund Types
	The Fiduciary Funds are used to account for assets held by the Commonwealth in a trustee capacity or as an agent for individuals, private organizations or other governments.  The funds include Expendable and Non – Expendable Trust Funds, Pension Funds, as well as Agency Funds.
	EXPENDABLE TRUST FUNDS:
	Expendable Trust Fund – to account for various gifts, bequests or contributions held by the Commonwealth of which both principal and interest may be expended for purposes designated by the donor.
	Revolving Loan Fund – to account for Federal grants, investment and interest income to be expended for loans to non-profit private entities to establish housing for individuals recovering from alcohol or drug abuse and for loans to local housing authorities.
	Expendable Trust Fund - Internal – to account for various gifts, bequests or contributions held by the Commonwealth, solely for the benefit of Commonwealth entities, of which both principal and interest may be expended for purposes designated by the donor.
	Unemployment Compensation Fund – to account for unemployment taxes collected from employers, held by the United States Treasury in the Federal Unemployment Trust Fund, from which funds are drawn for the payment of benefits to the unemployed.
	NONEXPENDABLE TRUST FUNDS:
	Nonexpendable Trust Fund – to account for various gifts and bequests held by the Commonwealth, of which only the income may be expended for purposes specified by the donor.
	POST EMPLOYMENT BENEFITS TRUST FUNDS:
	Pension Trust Funds – to account for the assets, liabilities and fund balances held in trust by the State Employees’, State Teachers’ Retirement Systems and the State – Boston Retirement System for the payment of retirement, disability and death benefits to members of these retirement systems.
	State Retiree Benefits Trust Fund – to account for the assets, liabilities and fund balances held in an irrevocable trust by the Commonwealth solely for the purpose of payment of the costs of health care and other non-pension benefits (OPEB) for retired members of the state retirement system.  The Group Insurance Commission is responsible for administering the payment of, and determining the terms, conditions, schedule of benefits, carriers and eligibility for, health care and other non-pension benefits for retired members of the state retirement system.
	AGENCY FUNDS:
	Agency Funds – to account for cash, investments held or managed by the Commonwealth on behalf of others. These include the investments made by cities, towns and local authorities in the Municipal Depository Trust, employees’ contributions to the deferred compensation plan, annuity contracts held for lottery prize winners, local option taxes collected but not yet remitted, assets held in escrow accounts by the Commonwealth’s court system and human service departments, child support payments collected or receivable and not yet remitted to custodial parents, and deposits required from insurance companies and similar organizations.
	HIGHER EDUCATION NON-APPROPRIATED ACTIVITY
	The Commonwealth’s Public Institutions of Higher Education are allowed, by their enabling statutes, to collect, retain, and expend certain fees, rents, donations and other types of revenue.  These financial resources are important elements to the overall financial operations of the respective institutions, and are in addition to amounts made available from appropriations.  The Public Institutions of Higher Education include:
	University of Massachusetts System – The University system includes the campuses at Amherst, Worcester, Boston, Lowell, Dartmouth and certain institutes and programs operated by the Office of the University President.
	State College System – The State College System includes the nine state colleges, which provide four-year post-secondary education programs.  These colleges include:
	Bridgewater State College
	Framingham State College
	Fitchburg State College
	Massachusetts College of Art
	Massachusetts Maritime Academy
	Massachusetts College of Liberal Arts
	Salem State College
	Worcester State College
	Westfield State College
	Community College System  - The Community College System includes the fifteen community colleges, which provide two-year post secondary education programs.
	Berkshire Community College
	Bunker Hill Community College
	Bristol Community College
	Cape Cod Community College
	Greenfield Community College
	Holyoke Community College
	Massasoit Community College
	Massachusetts Bay Community College
	Middlesex Community College
	Mount Wachusett Community College
	Northern Essex Community College
	North Shore Community College
	Quinsigamond Community College
	Roxbury Community College
	Springfield Technical Community College
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	Individual
	Budgeted
	Funds
	MAJOR BUDGETED FUNDS:
	The General Fund - The General Fund is the Commonwealth’s primary Governmental Fund. All governmental activities not specifically directed to another fund are accounted for in the General Fund. As a result, most budgeted expenditures of the Executive secretariats, the Legislature, constitutional offices, Judiciary, institutions of higher education and independent commissions are paid for 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.
	Highway Fund – to account for highway user taxes including the gas tax and fees; used to finance highway maintenance and safety services, and provide matching funds for federally sponsored highway projects as required.
	Infrastructure Fund (Subfund of Highway Fund) - details specific components of revenue and expenditure related to the Highway Fund segregated per instructions in Section 2 O of Chapter 29 of the General Laws.
	The Commonwealth Stabilization Fund – to account for amounts calculated in accordance with state finance law and maintain a reserve to enhance the Commonwealth's fiscal stability.  Per the FY2005 General Appropriation Act tax revenues from certain lottery winners selling their stream of future winnings in exchange for current payments will be recorded in this fund. The residual balance of the Temporary Holding Fund is closed to the Stabilization Fund to the extent of expenditures from the Fund.
	Administrative Control Funds - account for the revenues generated by certain administrative functions of government, for which the Legislature has required that separate funds be established.  These funds include:
	Temporary Holding Fund – to account for cumulative tax revenues during the fiscal year in excess of permissible tax revenues as defined in Chapter 62F, Section 6A of the General Laws.  The fund balance in the fund closes annually to the Stabilization Fund to the extent of expenditures from that fund.  Any remaining balance transfers to the General Fund.
	Intragovernmental Service Fund – to account for the charges of any state agency for services provided by another state agency, for example, charges levied by the public employee retirement administration for workers compensation chargeback.
	Bay State Competitiveness Investment Fund – to account for funds received as part of the calculation of consolidated net surplus for FY07 and available for appropriation in FY08.  This fund expired on June 30, 2008.
	BUDGETED ENVIRONMENTAL FUND:
	Inland Fisheries and Game Fund - to account for revenues from license and permit fees for inland fishing, hunting, trapping, and sporting licenses and revenue producing stamps or the sales of land, rights and properties, gifts, interest, and federal grant reimbursements; used for developing, maintaining and operating the Division of Fisheries and Wildlife.
	OTHER BUDGETED FUNDS:
	These funds account for a variety of miscellaneous taxes, fees, fines and other revenues, which are restricted to the financing of specific Commonwealth programs.
	Workforce Training Fund - to account for revenues from new unemployment surcharge of .075% of unemployment taxable wages on employers; to provide grants to employers and labor groups to provide education and training to new and existing employees.
	Division of Energy Resources Credit Trust Fund – to account for the receipt, retention, redemption sale or transfer of energy conservation credits, renewable energy certificates or credits, emission credits and similar allowances.  The Division of Energy Resources may expend these funds, subject to appropriation for the implementation of programs for energy reliability, renewable energy, public procurement of energy and energy efficiency and climatic change.  Any unexpended balance in the fund at the close of a fiscal year is retained in the fund.  The fund is not allowed to carry a deficit at the end of the fiscal year.
	Massachusetts Tourism Fund - to account for revenues received from hotel taxes; used to fund the Office of Travel and Tourism promotions and the Massachusetts Convention Center Authority.
	The following funds have been enacted in legislation but are inactive:
	Collective Bargaining Reserve Fund - to account for transfers from the general fund, which may be used to fund negotiated contracts for state employees.
	Tax Reduction Fund – to account for the maintenance of a reserve, which shall be used only to reduce personal income taxes.
	Dam Safety Trust Fund - to account for  all receipts and revenues generated through agreements executed between the department of environmental management and public or private entities for dam safety purposes, and all fines, costs, expenses, and interest imposed.
	International Educational and Foreign Language Grant Program Fund – to account for appropriations, bond proceeds or other monies authorized to be used by the Commissioner of Education to increase the number of Massachusetts students, teachers, administrators and education policymakers to support programs and activities that advance cultural awareness through grants to local and regional high schools to support international education programs and promote the study of foreign languages.
	Non-Budgeted 
	Funds
	SPECIAL REVENUE FUNDS:
	These funds account for the proceeds of specific revenue sources that are restricted to finance specific functions.  Funds that are not subject to appropriation are considered Non-budgeted Special Revenue Funds.
	Federal Grants Fund – to account for federal grants that are designated for specific programs, excluding federal highway construction grants, which are accounted for in the Federal Highway Construction Capital Projects Fund, and federal reimbursement programs, such as Medicaid, which are accounted for in the General Fund.
	LOTTERY FUNDS:
	The two lottery funds account for the operations of the State and Arts Lotteries.
	State Lottery Fund – to account for revenue from sale of lottery tickets and for the payment of prizes, expenses of the State Lottery Commission and the distribution to municipalities and school districts. Transfers are made to the General Fund.
	Arts Lottery Fund  - to account for revenues from sale of lottery tickets, for payment of prizes and the expenses of the State Lottery Commission, and for the administration of the Arts Lottery Council.  Transfers are made to the General Fund.
	UNIVERSAL HEALTH CARE FUNDS:
	The five Universal Healthcare Funds account for assessments and other revenues that are dedicated to making health care and health insurance accessible and affordable to all Citizens of the Commonwealth.
	Commonwealth Care Trust Fund – to collect fair share employer assessments, free rider surcharges, transfers from the Health Safety Net Trust Fund, any funds that may be appropriated or transferred for deposit into the trust fund for the purposes of the demonstration program approved the Secretary of the United States Department of Health and Human Services under section 1115 of the Social Security Act, as extended or renewed from time to time and individual health care coverage penalties for the purpose of providing health care coverage in accordance with the act providing access to affordable, quality, accountable health care of 2006.
	Essential Community Provider Trust Fund – to account for transfers and interests; used for payments to acute care hospitals and community health centers, as defined in Chapter 58, Acts of 2006, Section 8.
	Medical Assistance Trust Fund – to account for any funds directed to the Commonwealth from public entities and federal revenues related to medical assistance; to be used for medical assistance payments to entities authorized by the general court. 
	Health Safety Net Trust Fund – to account for reimbursing hospitals and community health centers for a portion of the cost of reimbursable health services provided to low-income, uninsured or underinsured residents of the Commonwealth.
	Uncompensated Care Fund – to account for funds received from hospitals, transfers from budgeted funds and federal reimbursements; used for the purposes of the Uncompensated Care Pool.  Though not repealed, the balance in the fund was transferred to the Health Safety Net Trust Fund on October 1, 2007.
	Medical Security Trust Fund – to account for premiums, fees, and contributions; used for health insurance for workers receiving unemployment insurance.
	OTHER FUNDS:
	The other minor special revenue funds account for a variety of miscellaneous taxes, assessments, fees, fines and other revenues, which are restricted to the financing of specific Commonwealth programs.
	Department of Telecommunication and Energy Trust Fund – to account for expenditures by the Department of Telecommunications and Energy for activities of the department related to the regulation of electric companies.
	Liability Management and Reduction Fund - to account for chargebacks assessed to departments as premiums for the provision of insurance coverage for state agencies to cover payment of judgements, settlements and litigation costs in tort claims.

	Health Care Security Trust Fund – to account for revenues received from tobacco companies under the tobacco settlement, interest income fees and federal grants as well as expenditures to the Health Care Quality Improvement Fund for health related services and programs intended to control or reduce the use of tobacco in the Commonwealth.  Though not repealed, the balance in the Health Care Security Trust Fund will be transferred to the State Retiree Benefits Trust Fund on or before June 30, 2008.
	Commonwealth of Massachusetts Civil Monetary Penalty  (CMP) Fund – to account for civil monetary penalties paid by nursing homes participating in the medical program for the protection of health and property of residents in a nursing home if the facility is found deficient.
	MBTA State and Local Contribution Fund – to account for the transfer of revenue and MBTA service area assessments from the Commonwealth to the MBTA as set forth in Massachusetts General Laws, Chapter 10, Section 35T.
	Catastrophic Illness in Children Relief Fund – to account for receipts from a portion of an employer’s unemployment health insurance contribution and certain Federal financial participation.  The assistance is for medical expenses of childhood catastrophic illnesses not covered by any other State and Federal program and subject to certain family income limits.
	MBTA Infrastructure Renovation Fund – to account for supplemental appropriations beyond the MBTA State and Local Contribution Fund for certain MBTA infrastructure improvements.  Funds are to be used for, but not limited to, compliance with the American with Disabilities Act, elevator and escalator improvements, waterproofing, fare gates, signage, lighting and structural improvements only.  No rolling stock is to be acquired through the fund.
	Community Preservation Trust Fund – to account for revenues received from surcharges on real estate property taxes, public and private sources as gifts, grants and donations, from damages, penalties costs from litigation settlements and surcharge on municipal liens imposed by the cities and towns who accept funds from the trust, to further community open – space preservation programs.
	Health Insurance Portability and Accountability Act Fund – to account for revenues received from Federal reimbursements under the Social Security Act, other Federal reimbursements, grants, gifts or other contributions to meet the costs of compliance with the Federal Health Insurance Portability and Accountability Act of 1996 (HIPPA).
	State Racing Fund – to record activity described in Section 9, Chapter 139, Acts of 2001 for improvements to the horse and greyhound racing industry in the Commonwealth.  Revenues are from taxes, assessments and expenditures are for related programs.
	Division of Professional Licensure Trust Fund – to support programs and administrative costs of the Division of Professional Licensure.  Revenues are from professional registration fees and expenditures are for regulatory purpose.  The fund is not allowed to incur deficit.  Any year end balance in excess of 20% of prior year’s expenditures  reverts to the General Fund.
	Victims of Drunk Driving Trust Fund – to account for fines collected from convicted individuals of driving under the influence of various substances defined by the law.  Expenditures are for grants to community based programs to provide counseling and support services to victims of accidents.
	Health Care Quality Improvement Trust Fund – to account for transferred fees and federal participation from the Health Care Security Trust fund paid by health care providers.  Expenditures are to health care providers for Medicaid related services.  Though not repealed, the balance in this fund was transferred to the General Fund as of October 1, 2007.
	Department of Fire Services Hazardous Materials Emergency Mitigation Response Recovery Trust Fund – to account for monies received from fees, fines and investment income up to a maximum of $250,000 per year.  All revenues in excess of $250,000 are transferred to the General Fund and may be made available for appropriation.  Expenditures are for emergency hazardous materials response and mitigation costs up to a maximum of $250,000 per year.
	Registers Technological Fund – to account for funds received from deeds excise taxes for the benefit of abolished counties.  Expenditures are for technological improvements at the registries of deeds in those counties.
	County Registers Technological Fund – to account for monies received from deeds excise taxes for Barnstable, Bristol, Dukes, Norfolk, Plymouth and Nantucket Counties.  Expenditures are for technical improvements at those counties.
	State Election Campaign Fund – to account for the costs of quadrennial statewide elections provided for through tax contributions from citizens.
	Distressed Provider Expendable Trust Fund – to account for the financial support to community health centers, community health center-based managed care organizations, and other essential community providers that serve populations in need of community-based care, clinical support, care coordination services, pharmacy management services or other special needs for continuing community care including, but not limited to, those populations that are chronically ill, elderly, or disabled.  Chapter 241 of the Acts of 2004 renamed this fund from the Essential Community Provider Expendable Trust Fund.  This fund closed on September 30, 2006 and any remaining balance was transferred to the Essential Community Provider Trust Fund.
	Springfield Fiscal Recovery Trust Fund - to account for interest free loans to the City of Springfield, the goal of which is to bring fiscal stability to the City.  This fund closed as of June 30, 2008 with all amounts now reported in the General Fund.
	Counsel for Indigent Salary Enhancement Trust Fund – to account for fees collected for private applications for criminal complaints for misdemeanors in Commonwealth courts and investment revenues.  Expenditures are for rate enhancements for advocates for the indigent.
	Smart Growth Housing Trust Fund – This fund is controlled by the Department of Housing and Community Development for the purpose of making payments to communities under Smart Growth and Housing Production program.  Revenues are from sale of surplus property for the total amount of sales between $25 million to $50 million, or appropriations from the General Fund and monetary sanctions imposed by the department.
	Special Projects Permitting and Oversight Fund - to account for environmental permitting fees.  Expenditures are for permitting, technical assistance, compliance and other activities related to environmental oversight.
	School Modernization and Reconstruction Trust Fund - to account for dedicated sales tax revenues in support of the School Building Assistance Program.  
	Roche Community Rink Fund – to account for revenues generated from fees, fines, leases, gifts, grants, interest or any other revenue sources at the Roche Community Rink, formerly the Bryant Rink, in the West Roxbury section of the city of Boston.  Expenditures are for operational costs, capital improvements, equipment and maintenance of said rink, including the costs of personnel, but no expenditures shall be made from the fund that shall cause the fund to be in deficit at the close of a fiscal year.
	Workforce Competitiveness Trust Fund – to account for funds to support the development and implementation of employer and work responsive programs to enhance worker skills, income, productivity and retention and to increase the quality and competitiveness of Massachusetts firms.  The fund is administered by the Executive Office of Labor and Workforce Development.
	Cigarette Fire Safety & Firefighter Protection Act Enforcement Fund – to account for the Fire Safety certification fees submitted by cigarette manufacturers.  The fund is used solely to support state processing, testing, enforcement and oversight activities related to implementation of the cigarette fire safety regulation.
	Massachusetts Board of Higher Education Scholar-Internship Match Fund – to provide a match for industry scholarships given to Massachusetts students going on to study for a post-secondary degree at Massachusetts public higher education institutions.  The amount to be matched through the Scholar-Internship Match Fund shall not exceed $5,000 per student, contingent upon receiving a corresponding industry scholarship or internship of up to the same amount.
	Central Artery /Tunnel Project Repair and Maintenance Trust Fund – to account for any costs incurred in connection with the repairs and maintenance of the Central Artery and the Ted Williams Tunnel.
	District Local Technical Assistance Fund – to account for grants to regional planning agencies for technical assistance to municipalities and to develop a state-wide zoning, land use planning, conservation, public safety planning, information technology and statistical trend modeling under the supervision of the Department of Housing and Community Development.  The annual expenditures cannot exceed $2.8 million in any fiscal year.
	Educational Rewards Grant Program Fund – to account for grants to students in accredited post-secondary certificate or vocational technology programs or associate degree in targeted high-demand occupations.
	Government Land Bank Fund – to account for proceeds from disposition, conversion and redevelopment of land used for industrial and low income housing developments. Payments of principal and interest on bonds and notes of the Massachusetts Development Finance Agency.
	Natural Heritage and Endangered Species Fund - to account for revenues from public and private sources and/or the federal government as reimbursements, grants, donations or other receipts; used to acquire by purchase, lease, easement or license land critical to nongame wildlife and endangered species for purposes of protecting and enhancing nongame wildlife.  
	Massachusetts Mathematics, Science, Technology and Engineering Grant Fund – to account for the support provided to Massachusetts students who want to participate in programs that support careers in fields related to mathematics, science, technology, and engineering.  The grants also support curriculum development in those fields.
	Commonwealth Covenant Fund – to support programs that provide accessible tuition loan repayments to students who attend public universities or colleges in Massachusetts and stay to pursue careers in the STEM (Science, Technology, Engineering and Math) fields.
	Massachusetts Alternative and Clean Energy Investment Trust Fund – to account for any funds invested in clean energy technology research and issue seed grants to companies, universities and nonprofits to encourage the creation of clean technology ventures and the training of workers to perform associated green jobs.
	Mosquito and Greenhead Fly Control Fund –to account for assessments to cities and towns of various mosquito control districts; to support activities designed to control mosquitoes and /or “greenhead” flies.
	Oil Overcharge Fund – to account for the fines and penalties collected under federal litigation from certain oil companies; used to provide fuel assistance and home insulation for low-income residents.
	Environmental Trust Fund – to account for fines, gifts and grants used for restoration, protection and improvement of the quality of Boston Harbor, Lynn Harbor, Massachusetts Bay, Buzzards Bay and Cape Cod Bay.
	Children’s Trust Fund – to account for gifts, grants, interest, and donations to the Child Abuse Prevention Board and certain appropriations designated to be transferred to the fund; used for support programs to raise awareness of child abuse and prevention programs.
	Child Support Enforcement Fund – to account for Federal grants used for activities associated with the collection of child support.
	Massachusetts Military Family Relief Fund – to account for revenues received by the Commonwealth under the provisions of section 6K of Chapter 62, from public and private sources as gifts, grants, and donations to further the purposes of the fund, which is to help members of the Massachusetts National Guard and Massachusetts residents who are members of the Armed Forces of the United States and who were called to active duty after September 11, 2001.
	Department of Industrial Accidents Special Fund – to account for assessments to employers and cities and towns for workers’ compensation insurance premiums and penalties assessed against employers who fail to insure for the workers’ compensation; used to reimburse the General Fund for the operating account of the Department of Industrial Accidents and for administrative overhead.
	County Correction Fund – to account for approximately 7.5% of the deeds excise tax distributed to counties for the operation of county correctional facilities.
	Massachusetts AIDS Fund – to account for gifts, grants, and donations; used for research, treatment, and education related to acquired immune deficiency syndrome.
	Trust Fund for the Head Injury Treatment Services Fund  - to account for revenues from a surcharge on fines resulting from ‘driving under the influence’ convictions; funds the Massachusetts Rehabilitation Commission’s statewide head injury program to develop and maintain non-residential rehabilitation services for head injured persons, 
	Board of Registration in Medicine Fund – to account for certain revenues and expenditures of the Board.
	Water Pollution Abatement Projects Administration Fund – to account for transfers from the Water Pollution Abatement Trust and general obligation bond proceeds; used for the administration of the Department of Environmental Protection to fund water pollution abatement projects.
	Commonwealth Sewer Rate Relief Fund – to account for transfers of amounts from the General Fund or other funds; used for the purpose of mitigating sewer rate increases and making sewer rate relief grants to municipalities.
	Motor Vehicle Safety Inspection Trust Fund – to account for vehicle inspection fees for administration and operation of safety inspection programs by the Registry of Motor Vehicles.
	Child Care Quality Fund – to account for expenditures by the commissioner of the Office for Children for providing grants for not-for-profit childcare organizations for the purpose of improving childcare services.  
	Convention and Exhibition Center Fund – to account for surcharges imposed on tourist tickets, such as cruise and for any land-based sightseeing located in the Commonwealth to finance the construction of a new Boston Convention Center along with centers in Worcester and Springfield.  
	Firearms Fingerprint Identity Verification Trust Fund – to account for fees paid in firearms registrations for the purposes of financing fingerprint identification verifications with the fingerprint records maintained by the Federal Bureau of Investigations or any other federal agency for the verification of firearms license application identities.
	Grant Anticipation Note Trust Fund - to account for proceeds to cover grant anticipation note expenditures and pay the related debt service of the proceeds.
	The following funds have been enacted in legislation but are inactive:
	Energy Technology Development Fund – to account for revenues received from miscellaneous trusts, gifts and donations to be administered and expended by the commissioner of the Division of Energy Resources to promote energy efficiency and the research development and commercialization of new energy technologies.
	Natural Resources Damages Trust Fund – to account for gifts, grants and other contributions received to fund natural resources restoration projects.
	Department of Mental Retardation Trust Fund – to account for any receipts from assessments transfers by Department of Mental Retardation for public facilities and any other federal financial participation. Expenditures are for operating the intermediate care facilities and community residences serving individuals with mental retardation.
	Civil Process Technology Improvement Fund – to account for 20% of civil process fees received by the Commonwealth gifts, grants and investment earnings to be used to improve the efficiency, accessibility and accountability of the service of civil process in the Commonwealth.
	Fire Prevention and Public Safety Fund – to account for all penalties recovered  under the cigarette fire safety regulation act to be used for fire safety and prevention programs.
	Capital 

	Projects 
	Funds
	The Capital Projects Funds are used to account for the financial resources used to acquire or construct major capital assets of the Commonwealth and to finance local governmental capital projects.
	General Capital Projects Fund - to account 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 – to account for a transfer from the General Fund to finance appropriated items of a capital nature pursuant to sections 2E and 107 of Chapter 88 of the Acts of 1997.
	Convention and Exhibition Center Capital Fund -to account for proceeds of bonds to finance the construction of a convention center in Boston.
	Capital Improvements and Investment Trust Fund - to account for the Commonwealth’s reimbursement to cities and towns for expenses incurred for projects for construction and reconstruction of town and county ways.
	Capital Expenditure Reserve Fund - to account for amounts paid by the Massachusetts Turnpike Authority as payment toward the acquisition cost of the Third Harbor Tunnel and Federal financial participation money related to expenditure amounts paid by the Massachusetts Port Authority as determined by a feasibility study; used to pay principal and interest on certain bonds, related notes or direct capital expenditures.  
	Highway Capital Projects Fund – to account for the proceeds of bonds sold to finance construction of state highways and to fund the Commonwealth's share of Federally sponsored highway construction.
	Federal Highway Construction Program Capital Projects Fund - to account for federal highway construction grants which, with the Commonwealth's required share of matching funds, finance interstate highways and similar projects within Massachusetts to promote a nationwide highway system.
	Central Artery Statewide Road and Bridge Infrastructure Fund - to account for bond proceeds, certain revenues from Registry of Motor Vehicle fees, (net of debt service expenditures) and payments from authorities.  The purpose of expenditures of the fund is to meet the estimated additional costs associated with the Central Artery/Ted Williams Tunnel Project and for costs of the statewide road and bridge program.  
	OTHER FUNDS:
	These funds account for the proceeds of bonds used to to finance land and transportation equipment for economic development.
	Government Land Bank Capital Projects Fund - to account for proceeds of bonds used to finance the acquisition, holding, protection, maintenance, repair or use of lands and for personnel and the administrative costs of the Massachusetts Development Finance Agency.
	LOCAL AID FUNDS:
	Local Capital Projects Fund - to account 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.   The fund accounts for the proceeds of bonds to finance improvements to lockup facilities, state police lockup facilities and to finance improvements to County Correctional Facilities, and other monies received by the Department of Conservation and Recreation pertaining to state parks, reservations and recreation areas outside the metropolitan parks district; used for purposes of state parks, reservations and recreation areas outside the metropolitan parks district.
	Fiduciary

	Fund Types
	The Fiduciary Funds are used to account for assets held by the Commonwealth in a trustee capacity or as an agent for individuals, private organizations or other governments.  The funds include Expendable and Non – Expendable Trust Funds, Pension Funds, as well as Agency Funds.
	EXPENDABLE TRUST FUNDS:
	Expendable Trust Fund – to account for various gifts, bequests or contributions held by the Commonwealth of which both principal and interest may be expended for purposes designated by the donor.
	Revolving Loan Fund – to account for Federal grants, investment and interest income to be expended for loans to non-profit private entities to establish housing for individuals recovering from alcohol or drug abuse and for loans to local housing authorities.
	Expendable Trust Fund - Internal – to account for various gifts, bequests or contributions held by the Commonwealth, solely for the benefit of Commonwealth entities, of which both principal and interest may be expended for purposes designated by the donor.
	Unemployment Compensation Fund – to account for unemployment taxes collected from employers, held by the United States Treasury in the Federal Unemployment Trust Fund, from which funds are drawn for the payment of benefits to the unemployed.
	NONEXPENDABLE TRUST FUNDS:
	Nonexpendable Trust Fund – to account for various gifts and bequests held by the Commonwealth, of which only the income may be expended for purposes specified by the donor.
	POST EMPLOYMENT BENEFITS TRUST FUNDS:
	Pension Trust Funds – to account for the assets, liabilities and fund balances held in trust by the State Employees’, State Teachers’ Retirement Systems and the State – Boston Retirement System for the payment of retirement, disability and death benefits to members of these retirement systems.
	State Retiree Benefits Trust Fund – to account for the assets, liabilities and fund balances held in an irrevocable trust by the Commonwealth solely for the purpose of payment of the costs of health care and other non-pension benefits (OPEB) for retired members of the state retirement system.  The Group Insurance Commission is responsible for administering the payment of, and determining the terms, conditions, schedule of benefits, carriers and eligibility for, health care and other non-pension benefits for retired members of the state retirement system.
	AGENCY FUNDS:
	Agency Funds – to account for cash, investments held or managed by the Commonwealth on behalf of others. These include the investments made by cities, towns and local authorities in the Municipal Depository Trust, employees’ contributions to the deferred compensation plan, annuity contracts held for lottery prize winners, local option taxes collected but not yet remitted, assets held in escrow accounts by the Commonwealth’s court system and human service departments, child support payments collected or receivable and not yet remitted to custodial parents, and deposits required from insurance companies and similar organizations.
	HIGHER EDUCATION NON-APPROPRIATED ACTIVITY
	The Commonwealth’s Public Institutions of Higher Education are allowed, by their enabling statutes, to collect, retain, and expend certain fees, rents, donations and other types of revenue.  These financial resources are important elements to the overall financial operations of the respective institutions, and are in addition to amounts made available from appropriations.  The Public Institutions of Higher Education include:
	University of Massachusetts System – The University system includes the campuses at Amherst, Worcester, Boston, Lowell, Dartmouth and certain institutes and programs operated by the Office of the University President.
	State College System – The State College System includes the nine state colleges, which provide four-year post-secondary education programs.  These colleges include:
	Bridgewater State College
	Framingham State College
	Fitchburg State College
	Massachusetts College of Art
	Massachusetts Maritime Academy
	Massachusetts College of Liberal Arts
	Salem State College
	Worcester State College
	Westfield State College
	Community College System  - The Community College System includes the fifteen community colleges, which provide two-year post secondary education programs.
	Berkshire Community College
	Bunker Hill Community College
	Bristol Community College
	Cape Cod Community College
	Greenfield Community College
	Holyoke Community College
	Massasoit Community College
	Massachusetts Bay Community College
	Middlesex Community College
	Mount Wachusett Community College
	Northern Essex Community College
	North Shore Community College
	Quinsigamond Community College
	Roxbury Community College
	Springfield Technical Community College
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	Individual
	Budgeted
	Funds
	MAJOR BUDGETED FUNDS:
	The General Fund - The General Fund is the Commonwealth’s primary Governmental Fund. All governmental activities not specifically directed to another fund are accounted for in the General Fund. As a result, most budgeted expenditures of the Executive secretariats, the Legislature, constitutional offices, Judiciary, institutions of higher education and independent commissions are paid for 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.
	Highway Fund – to account for highway user taxes including the gas tax and fees; used to finance highway maintenance and safety services, and provide matching funds for federally sponsored highway projects as required.
	Infrastructure Fund (Subfund of Highway Fund) - details specific components of revenue and expenditure related to the Highway Fund segregated per instructions in Section 2 O of Chapter 29 of the General Laws.
	The Commonwealth Stabilization Fund – to account for amounts calculated in accordance with state finance law and maintain a reserve to enhance the Commonwealth's fiscal stability.  Per the FY2005 General Appropriation Act tax revenues from certain lottery winners selling their stream of future winnings in exchange for current payments will be recorded in this fund. The residual balance of the Temporary Holding Fund is closed to the Stabilization Fund to the extent of expenditures from the Fund.
	Administrative Control Funds - account for the revenues generated by certain administrative functions of government, for which the Legislature has required that separate funds be established.  These funds include:
	Temporary Holding Fund – to account for cumulative tax revenues during the fiscal year in excess of permissible tax revenues as defined in Chapter 62F, Section 6A of the General Laws.  The fund balance in the fund closes annually to the Stabilization Fund to the extent of expenditures from that fund.  Any remaining balance transfers to the General Fund.
	Intragovernmental Service Fund – to account for the charges of any state agency for services provided by another state agency, for example, charges levied by the public employee retirement administration for workers compensation chargeback.
	Bay State Competitiveness Investment Fund – to account for funds received as part of the calculation of consolidated net surplus for FY07 and available for appropriation in FY08.  This fund expired on June 30, 2008.
	BUDGETED ENVIRONMENTAL FUND:
	Inland Fisheries and Game Fund - to account for revenues from license and permit fees for inland fishing, hunting, trapping, and sporting licenses and revenue producing stamps or the sales of land, rights and properties, gifts, interest, and federal grant reimbursements; used for developing, maintaining and operating the Division of Fisheries and Wildlife.
	OTHER BUDGETED FUNDS:
	These funds account for a variety of miscellaneous taxes, fees, fines and other revenues, which are restricted to the financing of specific Commonwealth programs.
	Workforce Training Fund - to account for revenues from new unemployment surcharge of .075% of unemployment taxable wages on employers; to provide grants to employers and labor groups to provide education and training to new and existing employees.
	Division of Energy Resources Credit Trust Fund – to account for the receipt, retention, redemption sale or transfer of energy conservation credits, renewable energy certificates or credits, emission credits and similar allowances.  The Division of Energy Resources may expend these funds, subject to appropriation for the implementation of programs for energy reliability, renewable energy, public procurement of energy and energy efficiency and climatic change.  Any unexpended balance in the fund at the close of a fiscal year is retained in the fund.  The fund is not allowed to carry a deficit at the end of the fiscal year.
	Massachusetts Tourism Fund - to account for revenues received from hotel taxes; used to fund the Office of Travel and Tourism promotions and the Massachusetts Convention Center Authority.
	The following funds have been enacted in legislation but are inactive:
	Collective Bargaining Reserve Fund - to account for transfers from the general fund, which may be used to fund negotiated contracts for state employees.
	Tax Reduction Fund – to account for the maintenance of a reserve, which shall be used only to reduce personal income taxes.
	Dam Safety Trust Fund - to account for  all receipts and revenues generated through agreements executed between the department of environmental management and public or private entities for dam safety purposes, and all fines, costs, expenses, and interest imposed.
	International Educational and Foreign Language Grant Program Fund – to account for appropriations, bond proceeds or other monies authorized to be used by the Commissioner of Education to increase the number of Massachusetts students, teachers, administrators and education policymakers to support programs and activities that advance cultural awareness through grants to local and regional high schools to support international education programs and promote the study of foreign languages.
	Non-Budgeted 
	Funds
	SPECIAL REVENUE FUNDS:
	These funds account for the proceeds of specific revenue sources that are restricted to finance specific functions.  Funds that are not subject to appropriation are considered Non-budgeted Special Revenue Funds.
	Federal Grants Fund – to account for federal grants that are designated for specific programs, excluding federal highway construction grants, which are accounted for in the Federal Highway Construction Capital Projects Fund, and federal reimbursement programs, such as Medicaid, which are accounted for in the General Fund.
	LOTTERY FUNDS:
	The two lottery funds account for the operations of the State and Arts Lotteries.
	State Lottery Fund – to account for revenue from sale of lottery tickets and for the payment of prizes, expenses of the State Lottery Commission and the distribution to municipalities and school districts. Transfers are made to the General Fund.
	Arts Lottery Fund  - to account for revenues from sale of lottery tickets, for payment of prizes and the expenses of the State Lottery Commission, and for the administration of the Arts Lottery Council.  Transfers are made to the General Fund.
	UNIVERSAL HEALTH CARE FUNDS:
	The five Universal Healthcare Funds account for assessments and other revenues that are dedicated to making health care and health insurance accessible and affordable to all Citizens of the Commonwealth.
	Commonwealth Care Trust Fund – to collect fair share employer assessments, free rider surcharges, transfers from the Health Safety Net Trust Fund, any funds that may be appropriated or transferred for deposit into the trust fund for the purposes of the demonstration program approved the Secretary of the United States Department of Health and Human Services under section 1115 of the Social Security Act, as extended or renewed from time to time and individual health care coverage penalties for the purpose of providing health care coverage in accordance with the act providing access to affordable, quality, accountable health care of 2006.
	Essential Community Provider Trust Fund – to account for transfers and interests; used for payments to acute care hospitals and community health centers, as defined in Chapter 58, Acts of 2006, Section 8.
	Medical Assistance Trust Fund – to account for any funds directed to the Commonwealth from public entities and federal revenues related to medical assistance; to be used for medical assistance payments to entities authorized by the general court. 
	Health Safety Net Trust Fund – to account for reimbursing hospitals and community health centers for a portion of the cost of reimbursable health services provided to low-income, uninsured or underinsured residents of the Commonwealth.
	Uncompensated Care Fund – to account for funds received from hospitals, transfers from budgeted funds and federal reimbursements; used for the purposes of the Uncompensated Care Pool.  Though not repealed, the balance in the fund was transferred to the Health Safety Net Trust Fund on October 1, 2007.
	Medical Security Trust Fund – to account for premiums, fees, and contributions; used for health insurance for workers receiving unemployment insurance.
	OTHER FUNDS:
	The other minor special revenue funds account for a variety of miscellaneous taxes, assessments, fees, fines and other revenues, which are restricted to the financing of specific Commonwealth programs.
	Department of Telecommunication and Energy Trust Fund – to account for expenditures by the Department of Telecommunications and Energy for activities of the department related to the regulation of electric companies.
	Liability Management and Reduction Fund - to account for chargebacks assessed to departments as premiums for the provision of insurance coverage for state agencies to cover payment of judgements, settlements and litigation costs in tort claims.

	Health Care Security Trust Fund – to account for revenues received from tobacco companies under the tobacco settlement, interest income fees and federal grants as well as expenditures to the Health Care Quality Improvement Fund for health related services and programs intended to control or reduce the use of tobacco in the Commonwealth.  Though not repealed, the balance in the Health Care Security Trust Fund will be transferred to the State Retiree Benefits Trust Fund on or before June 30, 2008.
	Commonwealth of Massachusetts Civil Monetary Penalty  (CMP) Fund – to account for civil monetary penalties paid by nursing homes participating in the medical program for the protection of health and property of residents in a nursing home if the facility is found deficient.
	MBTA State and Local Contribution Fund – to account for the transfer of revenue and MBTA service area assessments from the Commonwealth to the MBTA as set forth in Massachusetts General Laws, Chapter 10, Section 35T.
	Catastrophic Illness in Children Relief Fund – to account for receipts from a portion of an employer’s unemployment health insurance contribution and certain Federal financial participation.  The assistance is for medical expenses of childhood catastrophic illnesses not covered by any other State and Federal program and subject to certain family income limits.
	MBTA Infrastructure Renovation Fund – to account for supplemental appropriations beyond the MBTA State and Local Contribution Fund for certain MBTA infrastructure improvements.  Funds are to be used for, but not limited to, compliance with the American with Disabilities Act, elevator and escalator improvements, waterproofing, fare gates, signage, lighting and structural improvements only.  No rolling stock is to be acquired through the fund.
	Community Preservation Trust Fund – to account for revenues received from surcharges on real estate property taxes, public and private sources as gifts, grants and donations, from damages, penalties costs from litigation settlements and surcharge on municipal liens imposed by the cities and towns who accept funds from the trust, to further community open – space preservation programs.
	Health Insurance Portability and Accountability Act Fund – to account for revenues received from Federal reimbursements under the Social Security Act, other Federal reimbursements, grants, gifts or other contributions to meet the costs of compliance with the Federal Health Insurance Portability and Accountability Act of 1996 (HIPPA).
	State Racing Fund – to record activity described in Section 9, Chapter 139, Acts of 2001 for improvements to the horse and greyhound racing industry in the Commonwealth.  Revenues are from taxes, assessments and expenditures are for related programs.
	Division of Professional Licensure Trust Fund – to support programs and administrative costs of the Division of Professional Licensure.  Revenues are from professional registration fees and expenditures are for regulatory purpose.  The fund is not allowed to incur deficit.  Any year end balance in excess of 20% of prior year’s expenditures  reverts to the General Fund.
	Victims of Drunk Driving Trust Fund – to account for fines collected from convicted individuals of driving under the influence of various substances defined by the law.  Expenditures are for grants to community based programs to provide counseling and support services to victims of accidents.
	Health Care Quality Improvement Trust Fund – to account for transferred fees and federal participation from the Health Care Security Trust fund paid by health care providers.  Expenditures are to health care providers for Medicaid related services.  Though not repealed, the balance in this fund was transferred to the General Fund as of October 1, 2007.
	Department of Fire Services Hazardous Materials Emergency Mitigation Response Recovery Trust Fund – to account for monies received from fees, fines and investment income up to a maximum of $250,000 per year.  All revenues in excess of $250,000 are transferred to the General Fund and may be made available for appropriation.  Expenditures are for emergency hazardous materials response and mitigation costs up to a maximum of $250,000 per year.
	Registers Technological Fund – to account for funds received from deeds excise taxes for the benefit of abolished counties.  Expenditures are for technological improvements at the registries of deeds in those counties.
	County Registers Technological Fund – to account for monies received from deeds excise taxes for Barnstable, Bristol, Dukes, Norfolk, Plymouth and Nantucket Counties.  Expenditures are for technical improvements at those counties.
	State Election Campaign Fund – to account for the costs of quadrennial statewide elections provided for through tax contributions from citizens.
	Distressed Provider Expendable Trust Fund – to account for the financial support to community health centers, community health center-based managed care organizations, and other essential community providers that serve populations in need of community-based care, clinical support, care coordination services, pharmacy management services or other special needs for continuing community care including, but not limited to, those populations that are chronically ill, elderly, or disabled.  Chapter 241 of the Acts of 2004 renamed this fund from the Essential Community Provider Expendable Trust Fund.  This fund closed on September 30, 2006 and any remaining balance was transferred to the Essential Community Provider Trust Fund.
	Springfield Fiscal Recovery Trust Fund - to account for interest free loans to the City of Springfield, the goal of which is to bring fiscal stability to the City.  This fund closed as of June 30, 2008 with all amounts now reported in the General Fund.
	Counsel for Indigent Salary Enhancement Trust Fund – to account for fees collected for private applications for criminal complaints for misdemeanors in Commonwealth courts and investment revenues.  Expenditures are for rate enhancements for advocates for the indigent.
	Smart Growth Housing Trust Fund – This fund is controlled by the Department of Housing and Community Development for the purpose of making payments to communities under Smart Growth and Housing Production program.  Revenues are from sale of surplus property for the total amount of sales between $25 million to $50 million, or appropriations from the General Fund and monetary sanctions imposed by the department.
	Special Projects Permitting and Oversight Fund - to account for environmental permitting fees.  Expenditures are for permitting, technical assistance, compliance and other activities related to environmental oversight.
	School Modernization and Reconstruction Trust Fund - to account for dedicated sales tax revenues in support of the School Building Assistance Program.  
	Roche Community Rink Fund – to account for revenues generated from fees, fines, leases, gifts, grants, interest or any other revenue sources at the Roche Community Rink, formerly the Bryant Rink, in the West Roxbury section of the city of Boston.  Expenditures are for operational costs, capital improvements, equipment and maintenance of said rink, including the costs of personnel, but no expenditures shall be made from the fund that shall cause the fund to be in deficit at the close of a fiscal year.
	Workforce Competitiveness Trust Fund – to account for funds to support the development and implementation of employer and work responsive programs to enhance worker skills, income, productivity and retention and to increase the quality and competitiveness of Massachusetts firms.  The fund is administered by the Executive Office of Labor and Workforce Development.
	Cigarette Fire Safety & Firefighter Protection Act Enforcement Fund – to account for the Fire Safety certification fees submitted by cigarette manufacturers.  The fund is used solely to support state processing, testing, enforcement and oversight activities related to implementation of the cigarette fire safety regulation.
	Massachusetts Board of Higher Education Scholar-Internship Match Fund – to provide a match for industry scholarships given to Massachusetts students going on to study for a post-secondary degree at Massachusetts public higher education institutions.  The amount to be matched through the Scholar-Internship Match Fund shall not exceed $5,000 per student, contingent upon receiving a corresponding industry scholarship or internship of up to the same amount.
	Central Artery /Tunnel Project Repair and Maintenance Trust Fund – to account for any costs incurred in connection with the repairs and maintenance of the Central Artery and the Ted Williams Tunnel.
	District Local Technical Assistance Fund – to account for grants to regional planning agencies for technical assistance to municipalities and to develop a state-wide zoning, land use planning, conservation, public safety planning, information technology and statistical trend modeling under the supervision of the Department of Housing and Community Development.  The annual expenditures cannot exceed $2.8 million in any fiscal year.
	Educational Rewards Grant Program Fund – to account for grants to students in accredited post-secondary certificate or vocational technology programs or associate degree in targeted high-demand occupations.
	Government Land Bank Fund – to account for proceeds from disposition, conversion and redevelopment of land used for industrial and low income housing developments. Payments of principal and interest on bonds and notes of the Massachusetts Development Finance Agency.
	Natural Heritage and Endangered Species Fund - to account for revenues from public and private sources and/or the federal government as reimbursements, grants, donations or other receipts; used to acquire by purchase, lease, easement or license land critical to nongame wildlife and endangered species for purposes of protecting and enhancing nongame wildlife.  
	Massachusetts Mathematics, Science, Technology and Engineering Grant Fund – to account for the support provided to Massachusetts students who want to participate in programs that support careers in fields related to mathematics, science, technology, and engineering.  The grants also support curriculum development in those fields.
	Commonwealth Covenant Fund – to support programs that provide accessible tuition loan repayments to students who attend public universities or colleges in Massachusetts and stay to pursue careers in the STEM (Science, Technology, Engineering and Math) fields.
	Massachusetts Alternative and Clean Energy Investment Trust Fund – to account for any funds invested in clean energy technology research and issue seed grants to companies, universities and nonprofits to encourage the creation of clean technology ventures and the training of workers to perform associated green jobs.
	Mosquito and Greenhead Fly Control Fund –to account for assessments to cities and towns of various mosquito control districts; to support activities designed to control mosquitoes and /or “greenhead” flies.
	Oil Overcharge Fund – to account for the fines and penalties collected under federal litigation from certain oil companies; used to provide fuel assistance and home insulation for low-income residents.
	Environmental Trust Fund – to account for fines, gifts and grants used for restoration, protection and improvement of the quality of Boston Harbor, Lynn Harbor, Massachusetts Bay, Buzzards Bay and Cape Cod Bay.
	Children’s Trust Fund – to account for gifts, grants, interest, and donations to the Child Abuse Prevention Board and certain appropriations designated to be transferred to the fund; used for support programs to raise awareness of child abuse and prevention programs.
	Child Support Enforcement Fund – to account for Federal grants used for activities associated with the collection of child support.
	Massachusetts Military Family Relief Fund – to account for revenues received by the Commonwealth under the provisions of section 6K of Chapter 62, from public and private sources as gifts, grants, and donations to further the purposes of the fund, which is to help members of the Massachusetts National Guard and Massachusetts residents who are members of the Armed Forces of the United States and who were called to active duty after September 11, 2001.
	Department of Industrial Accidents Special Fund – to account for assessments to employers and cities and towns for workers’ compensation insurance premiums and penalties assessed against employers who fail to insure for the workers’ compensation; used to reimburse the General Fund for the operating account of the Department of Industrial Accidents and for administrative overhead.
	County Correction Fund – to account for approximately 7.5% of the deeds excise tax distributed to counties for the operation of county correctional facilities.
	Massachusetts AIDS Fund – to account for gifts, grants, and donations; used for research, treatment, and education related to acquired immune deficiency syndrome.
	Trust Fund for the Head Injury Treatment Services Fund  - to account for revenues from a surcharge on fines resulting from ‘driving under the influence’ convictions; funds the Massachusetts Rehabilitation Commission’s statewide head injury program to develop and maintain non-residential rehabilitation services for head injured persons, 
	Board of Registration in Medicine Fund – to account for certain revenues and expenditures of the Board.
	Water Pollution Abatement Projects Administration Fund – to account for transfers from the Water Pollution Abatement Trust and general obligation bond proceeds; used for the administration of the Department of Environmental Protection to fund water pollution abatement projects.
	Commonwealth Sewer Rate Relief Fund – to account for transfers of amounts from the General Fund or other funds; used for the purpose of mitigating sewer rate increases and making sewer rate relief grants to municipalities.
	Motor Vehicle Safety Inspection Trust Fund – to account for vehicle inspection fees for administration and operation of safety inspection programs by the Registry of Motor Vehicles.
	Child Care Quality Fund – to account for expenditures by the commissioner of the Office for Children for providing grants for not-for-profit childcare organizations for the purpose of improving childcare services.  
	Convention and Exhibition Center Fund – to account for surcharges imposed on tourist tickets, such as cruise and for any land-based sightseeing located in the Commonwealth to finance the construction of a new Boston Convention Center along with centers in Worcester and Springfield.  
	Firearms Fingerprint Identity Verification Trust Fund – to account for fees paid in firearms registrations for the purposes of financing fingerprint identification verifications with the fingerprint records maintained by the Federal Bureau of Investigations or any other federal agency for the verification of firearms license application identities.
	Grant Anticipation Note Trust Fund - to account for proceeds to cover grant anticipation note expenditures and pay the related debt service of the proceeds.
	The following funds have been enacted in legislation but are inactive:
	Energy Technology Development Fund – to account for revenues received from miscellaneous trusts, gifts and donations to be administered and expended by the commissioner of the Division of Energy Resources to promote energy efficiency and the research development and commercialization of new energy technologies.
	Natural Resources Damages Trust Fund – to account for gifts, grants and other contributions received to fund natural resources restoration projects.
	Department of Mental Retardation Trust Fund – to account for any receipts from assessments transfers by Department of Mental Retardation for public facilities and any other federal financial participation. Expenditures are for operating the intermediate care facilities and community residences serving individuals with mental retardation.
	Civil Process Technology Improvement Fund – to account for 20% of civil process fees received by the Commonwealth gifts, grants and investment earnings to be used to improve the efficiency, accessibility and accountability of the service of civil process in the Commonwealth.
	Fire Prevention and Public Safety Fund – to account for all penalties recovered  under the cigarette fire safety regulation act to be used for fire safety and prevention programs.
	Capital 

	Projects 
	Funds
	The Capital Projects Funds are used to account for the financial resources used to acquire or construct major capital assets of the Commonwealth and to finance local governmental capital projects.
	General Capital Projects Fund - to account 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 – to account for a transfer from the General Fund to finance appropriated items of a capital nature pursuant to sections 2E and 107 of Chapter 88 of the Acts of 1997.
	Convention and Exhibition Center Capital Fund -to account for proceeds of bonds to finance the construction of a convention center in Boston.
	Capital Improvements and Investment Trust Fund - to account for the Commonwealth’s reimbursement to cities and towns for expenses incurred for projects for construction and reconstruction of town and county ways.
	Capital Expenditure Reserve Fund - to account for amounts paid by the Massachusetts Turnpike Authority as payment toward the acquisition cost of the Third Harbor Tunnel and Federal financial participation money related to expenditure amounts paid by the Massachusetts Port Authority as determined by a feasibility study; used to pay principal and interest on certain bonds, related notes or direct capital expenditures.  
	Highway Capital Projects Fund – to account for the proceeds of bonds sold to finance construction of state highways and to fund the Commonwealth's share of Federally sponsored highway construction.
	Federal Highway Construction Program Capital Projects Fund - to account for federal highway construction grants which, with the Commonwealth's required share of matching funds, finance interstate highways and similar projects within Massachusetts to promote a nationwide highway system.
	Central Artery Statewide Road and Bridge Infrastructure Fund - to account for bond proceeds, certain revenues from Registry of Motor Vehicle fees, (net of debt service expenditures) and payments from authorities.  The purpose of expenditures of the fund is to meet the estimated additional costs associated with the Central Artery/Ted Williams Tunnel Project and for costs of the statewide road and bridge program.  
	OTHER FUNDS:
	These funds account for the proceeds of bonds used to to finance land and transportation equipment for economic development.
	Government Land Bank Capital Projects Fund - to account for proceeds of bonds used to finance the acquisition, holding, protection, maintenance, repair or use of lands and for personnel and the administrative costs of the Massachusetts Development Finance Agency.
	LOCAL AID FUNDS:
	Local Capital Projects Fund - to account 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.   The fund accounts for the proceeds of bonds to finance improvements to lockup facilities, state police lockup facilities and to finance improvements to County Correctional Facilities, and other monies received by the Department of Conservation and Recreation pertaining to state parks, reservations and recreation areas outside the metropolitan parks district; used for purposes of state parks, reservations and recreation areas outside the metropolitan parks district.
	Fiduciary

	Fund Types
	The Fiduciary Funds are used to account for assets held by the Commonwealth in a trustee capacity or as an agent for individuals, private organizations or other governments.  The funds include Expendable and Non – Expendable Trust Funds, Pension Funds, as well as Agency Funds.
	EXPENDABLE TRUST FUNDS:
	Expendable Trust Fund – to account for various gifts, bequests or contributions held by the Commonwealth of which both principal and interest may be expended for purposes designated by the donor.
	Revolving Loan Fund – to account for Federal grants, investment and interest income to be expended for loans to non-profit private entities to establish housing for individuals recovering from alcohol or drug abuse and for loans to local housing authorities.
	Expendable Trust Fund - Internal – to account for various gifts, bequests or contributions held by the Commonwealth, solely for the benefit of Commonwealth entities, of which both principal and interest may be expended for purposes designated by the donor.
	Unemployment Compensation Fund – to account for unemployment taxes collected from employers, held by the United States Treasury in the Federal Unemployment Trust Fund, from which funds are drawn for the payment of benefits to the unemployed.
	NONEXPENDABLE TRUST FUNDS:
	Nonexpendable Trust Fund – to account for various gifts and bequests held by the Commonwealth, of which only the income may be expended for purposes specified by the donor.
	POST EMPLOYMENT BENEFITS TRUST FUNDS:
	Pension Trust Funds – to account for the assets, liabilities and fund balances held in trust by the State Employees’, State Teachers’ Retirement Systems and the State – Boston Retirement System for the payment of retirement, disability and death benefits to members of these retirement systems.
	State Retiree Benefits Trust Fund – to account for the assets, liabilities and fund balances held in an irrevocable trust by the Commonwealth solely for the purpose of payment of the costs of health care and other non-pension benefits (OPEB) for retired members of the state retirement system.  The Group Insurance Commission is responsible for administering the payment of, and determining the terms, conditions, schedule of benefits, carriers and eligibility for, health care and other non-pension benefits for retired members of the state retirement system.
	AGENCY FUNDS:
	Agency Funds – to account for cash, investments held or managed by the Commonwealth on behalf of others. These include the investments made by cities, towns and local authorities in the Municipal Depository Trust, employees’ contributions to the deferred compensation plan, annuity contracts held for lottery prize winners, local option taxes collected but not yet remitted, assets held in escrow accounts by the Commonwealth’s court system and human service departments, child support payments collected or receivable and not yet remitted to custodial parents, and deposits required from insurance companies and similar organizations.
	HIGHER EDUCATION NON-APPROPRIATED ACTIVITY
	The Commonwealth’s Public Institutions of Higher Education are allowed, by their enabling statutes, to collect, retain, and expend certain fees, rents, donations and other types of revenue.  These financial resources are important elements to the overall financial operations of the respective institutions, and are in addition to amounts made available from appropriations.  The Public Institutions of Higher Education include:
	University of Massachusetts System – The University system includes the campuses at Amherst, Worcester, Boston, Lowell, Dartmouth and certain institutes and programs operated by the Office of the University President.
	State College System – The State College System includes the nine state colleges, which provide four-year post-secondary education programs.  These colleges include:
	Bridgewater State College
	Framingham State College
	Fitchburg State College
	Massachusetts College of Art
	Massachusetts Maritime Academy
	Massachusetts College of Liberal Arts
	Salem State College
	Worcester State College
	Westfield State College
	Community College System  - The Community College System includes the fifteen community colleges, which provide two-year post secondary education programs.
	Berkshire Community College
	Bunker Hill Community College
	Bristol Community College
	Cape Cod Community College
	Greenfield Community College
	Holyoke Community College
	Massasoit Community College
	Massachusetts Bay Community College
	Middlesex Community College
	Mount Wachusett Community College
	Northern Essex Community College
	North Shore Community College
	Quinsigamond Community College
	Roxbury Community College
	Springfield Technical Community College
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	Individual
	Budgeted
	Funds
	MAJOR BUDGETED FUNDS:
	The General Fund - The General Fund is the Commonwealth’s primary Governmental Fund. All governmental activities not specifically directed to another fund are accounted for in the General Fund. As a result, most budgeted expenditures of the Executive secretariats, the Legislature, constitutional offices, Judiciary, institutions of higher education and independent commissions are paid for 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.
	Highway Fund – to account for highway user taxes including the gas tax and fees; used to finance highway maintenance and safety services, and provide matching funds for federally sponsored highway projects as required.
	Infrastructure Fund (Subfund of Highway Fund) - details specific components of revenue and expenditure related to the Highway Fund segregated per instructions in Section 2 O of Chapter 29 of the General Laws.
	The Commonwealth Stabilization Fund – to account for amounts calculated in accordance with state finance law and maintain a reserve to enhance the Commonwealth's fiscal stability.  Per the FY2005 General Appropriation Act tax revenues from certain lottery winners selling their stream of future winnings in exchange for current payments will be recorded in this fund. The residual balance of the Temporary Holding Fund is closed to the Stabilization Fund to the extent of expenditures from the Fund.
	Administrative Control Funds - account for the revenues generated by certain administrative functions of government, for which the Legislature has required that separate funds be established.  These funds include:
	Temporary Holding Fund – to account for cumulative tax revenues during the fiscal year in excess of permissible tax revenues as defined in Chapter 62F, Section 6A of the General Laws.  The fund balance in the fund closes annually to the Stabilization Fund to the extent of expenditures from that fund.  Any remaining balance transfers to the General Fund.
	Intragovernmental Service Fund – to account for the charges of any state agency for services provided by another state agency, for example, charges levied by the public employee retirement administration for workers compensation chargeback.
	Bay State Competitiveness Investment Fund – to account for funds received as part of the calculation of consolidated net surplus for FY07 and available for appropriation in FY08.  This fund expired on June 30, 2008.
	BUDGETED ENVIRONMENTAL FUND:
	Inland Fisheries and Game Fund - to account for revenues from license and permit fees for inland fishing, hunting, trapping, and sporting licenses and revenue producing stamps or the sales of land, rights and properties, gifts, interest, and federal grant reimbursements; used for developing, maintaining and operating the Division of Fisheries and Wildlife.
	OTHER BUDGETED FUNDS:
	These funds account for a variety of miscellaneous taxes, fees, fines and other revenues, which are restricted to the financing of specific Commonwealth programs.
	Workforce Training Fund - to account for revenues from new unemployment surcharge of .075% of unemployment taxable wages on employers; to provide grants to employers and labor groups to provide education and training to new and existing employees.
	Division of Energy Resources Credit Trust Fund – to account for the receipt, retention, redemption sale or transfer of energy conservation credits, renewable energy certificates or credits, emission credits and similar allowances.  The Division of Energy Resources may expend these funds, subject to appropriation for the implementation of programs for energy reliability, renewable energy, public procurement of energy and energy efficiency and climatic change.  Any unexpended balance in the fund at the close of a fiscal year is retained in the fund.  The fund is not allowed to carry a deficit at the end of the fiscal year.
	Massachusetts Tourism Fund - to account for revenues received from hotel taxes; used to fund the Office of Travel and Tourism promotions and the Massachusetts Convention Center Authority.
	The following funds have been enacted in legislation but are inactive:
	Collective Bargaining Reserve Fund - to account for transfers from the general fund, which may be used to fund negotiated contracts for state employees.
	Tax Reduction Fund – to account for the maintenance of a reserve, which shall be used only to reduce personal income taxes.
	Dam Safety Trust Fund - to account for  all receipts and revenues generated through agreements executed between the department of environmental management and public or private entities for dam safety purposes, and all fines, costs, expenses, and interest imposed.
	International Educational and Foreign Language Grant Program Fund – to account for appropriations, bond proceeds or other monies authorized to be used by the Commissioner of Education to increase the number of Massachusetts students, teachers, administrators and education policymakers to support programs and activities that advance cultural awareness through grants to local and regional high schools to support international education programs and promote the study of foreign languages.
	Non-Budgeted 
	Funds
	SPECIAL REVENUE FUNDS:
	These funds account for the proceeds of specific revenue sources that are restricted to finance specific functions.  Funds that are not subject to appropriation are considered Non-budgeted Special Revenue Funds.
	Federal Grants Fund – to account for federal grants that are designated for specific programs, excluding federal highway construction grants, which are accounted for in the Federal Highway Construction Capital Projects Fund, and federal reimbursement programs, such as Medicaid, which are accounted for in the General Fund.
	LOTTERY FUNDS:
	The two lottery funds account for the operations of the State and Arts Lotteries.
	State Lottery Fund – to account for revenue from sale of lottery tickets and for the payment of prizes, expenses of the State Lottery Commission and the distribution to municipalities and school districts. Transfers are made to the General Fund.
	Arts Lottery Fund  - to account for revenues from sale of lottery tickets, for payment of prizes and the expenses of the State Lottery Commission, and for the administration of the Arts Lottery Council.  Transfers are made to the General Fund.
	UNIVERSAL HEALTH CARE FUNDS:
	The five Universal Healthcare Funds account for assessments and other revenues that are dedicated to making health care and health insurance accessible and affordable to all Citizens of the Commonwealth.
	Commonwealth Care Trust Fund – to collect fair share employer assessments, free rider surcharges, transfers from the Health Safety Net Trust Fund, any funds that may be appropriated or transferred for deposit into the trust fund for the purposes of the demonstration program approved the Secretary of the United States Department of Health and Human Services under section 1115 of the Social Security Act, as extended or renewed from time to time and individual health care coverage penalties for the purpose of providing health care coverage in accordance with the act providing access to affordable, quality, accountable health care of 2006.
	Essential Community Provider Trust Fund – to account for transfers and interests; used for payments to acute care hospitals and community health centers, as defined in Chapter 58, Acts of 2006, Section 8.
	Medical Assistance Trust Fund – to account for any funds directed to the Commonwealth from public entities and federal revenues related to medical assistance; to be used for medical assistance payments to entities authorized by the general court. 
	Health Safety Net Trust Fund – to account for reimbursing hospitals and community health centers for a portion of the cost of reimbursable health services provided to low-income, uninsured or underinsured residents of the Commonwealth.
	Uncompensated Care Fund – to account for funds received from hospitals, transfers from budgeted funds and federal reimbursements; used for the purposes of the Uncompensated Care Pool.  Though not repealed, the balance in the fund was transferred to the Health Safety Net Trust Fund on October 1, 2007.
	Medical Security Trust Fund – to account for premiums, fees, and contributions; used for health insurance for workers receiving unemployment insurance.
	OTHER FUNDS:
	The other minor special revenue funds account for a variety of miscellaneous taxes, assessments, fees, fines and other revenues, which are restricted to the financing of specific Commonwealth programs.
	Department of Telecommunication and Energy Trust Fund – to account for expenditures by the Department of Telecommunications and Energy for activities of the department related to the regulation of electric companies.
	Liability Management and Reduction Fund - to account for chargebacks assessed to departments as premiums for the provision of insurance coverage for state agencies to cover payment of judgements, settlements and litigation costs in tort claims.

	Health Care Security Trust Fund – to account for revenues received from tobacco companies under the tobacco settlement, interest income fees and federal grants as well as expenditures to the Health Care Quality Improvement Fund for health related services and programs intended to control or reduce the use of tobacco in the Commonwealth.  Though not repealed, the balance in the Health Care Security Trust Fund will be transferred to the State Retiree Benefits Trust Fund on or before June 30, 2008.
	Commonwealth of Massachusetts Civil Monetary Penalty  (CMP) Fund – to account for civil monetary penalties paid by nursing homes participating in the medical program for the protection of health and property of residents in a nursing home if the facility is found deficient.
	MBTA State and Local Contribution Fund – to account for the transfer of revenue and MBTA service area assessments from the Commonwealth to the MBTA as set forth in Massachusetts General Laws, Chapter 10, Section 35T.
	Catastrophic Illness in Children Relief Fund – to account for receipts from a portion of an employer’s unemployment health insurance contribution and certain Federal financial participation.  The assistance is for medical expenses of childhood catastrophic illnesses not covered by any other State and Federal program and subject to certain family income limits.
	MBTA Infrastructure Renovation Fund – to account for supplemental appropriations beyond the MBTA State and Local Contribution Fund for certain MBTA infrastructure improvements.  Funds are to be used for, but not limited to, compliance with the American with Disabilities Act, elevator and escalator improvements, waterproofing, fare gates, signage, lighting and structural improvements only.  No rolling stock is to be acquired through the fund.
	Community Preservation Trust Fund – to account for revenues received from surcharges on real estate property taxes, public and private sources as gifts, grants and donations, from damages, penalties costs from litigation settlements and surcharge on municipal liens imposed by the cities and towns who accept funds from the trust, to further community open – space preservation programs.
	Health Insurance Portability and Accountability Act Fund – to account for revenues received from Federal reimbursements under the Social Security Act, other Federal reimbursements, grants, gifts or other contributions to meet the costs of compliance with the Federal Health Insurance Portability and Accountability Act of 1996 (HIPPA).
	State Racing Fund – to record activity described in Section 9, Chapter 139, Acts of 2001 for improvements to the horse and greyhound racing industry in the Commonwealth.  Revenues are from taxes, assessments and expenditures are for related programs.
	Division of Professional Licensure Trust Fund – to support programs and administrative costs of the Division of Professional Licensure.  Revenues are from professional registration fees and expenditures are for regulatory purpose.  The fund is not allowed to incur deficit.  Any year end balance in excess of 20% of prior year’s expenditures  reverts to the General Fund.
	Victims of Drunk Driving Trust Fund – to account for fines collected from convicted individuals of driving under the influence of various substances defined by the law.  Expenditures are for grants to community based programs to provide counseling and support services to victims of accidents.
	Health Care Quality Improvement Trust Fund – to account for transferred fees and federal participation from the Health Care Security Trust fund paid by health care providers.  Expenditures are to health care providers for Medicaid related services.  Though not repealed, the balance in this fund was transferred to the General Fund as of October 1, 2007.
	Department of Fire Services Hazardous Materials Emergency Mitigation Response Recovery Trust Fund – to account for monies received from fees, fines and investment income up to a maximum of $250,000 per year.  All revenues in excess of $250,000 are transferred to the General Fund and may be made available for appropriation.  Expenditures are for emergency hazardous materials response and mitigation costs up to a maximum of $250,000 per year.
	Registers Technological Fund – to account for funds received from deeds excise taxes for the benefit of abolished counties.  Expenditures are for technological improvements at the registries of deeds in those counties.
	County Registers Technological Fund – to account for monies received from deeds excise taxes for Barnstable, Bristol, Dukes, Norfolk, Plymouth and Nantucket Counties.  Expenditures are for technical improvements at those counties.
	State Election Campaign Fund – to account for the costs of quadrennial statewide elections provided for through tax contributions from citizens.
	Distressed Provider Expendable Trust Fund – to account for the financial support to community health centers, community health center-based managed care organizations, and other essential community providers that serve populations in need of community-based care, clinical support, care coordination services, pharmacy management services or other special needs for continuing community care including, but not limited to, those populations that are chronically ill, elderly, or disabled.  Chapter 241 of the Acts of 2004 renamed this fund from the Essential Community Provider Expendable Trust Fund.  This fund closed on September 30, 2006 and any remaining balance was transferred to the Essential Community Provider Trust Fund.
	Springfield Fiscal Recovery Trust Fund - to account for interest free loans to the City of Springfield, the goal of which is to bring fiscal stability to the City.  This fund closed as of June 30, 2008 with all amounts now reported in the General Fund.
	Counsel for Indigent Salary Enhancement Trust Fund – to account for fees collected for private applications for criminal complaints for misdemeanors in Commonwealth courts and investment revenues.  Expenditures are for rate enhancements for advocates for the indigent.
	Smart Growth Housing Trust Fund – This fund is controlled by the Department of Housing and Community Development for the purpose of making payments to communities under Smart Growth and Housing Production program.  Revenues are from sale of surplus property for the total amount of sales between $25 million to $50 million, or appropriations from the General Fund and monetary sanctions imposed by the department.
	Special Projects Permitting and Oversight Fund - to account for environmental permitting fees.  Expenditures are for permitting, technical assistance, compliance and other activities related to environmental oversight.
	School Modernization and Reconstruction Trust Fund - to account for dedicated sales tax revenues in support of the School Building Assistance Program.  
	Roche Community Rink Fund – to account for revenues generated from fees, fines, leases, gifts, grants, interest or any other revenue sources at the Roche Community Rink, formerly the Bryant Rink, in the West Roxbury section of the city of Boston.  Expenditures are for operational costs, capital improvements, equipment and maintenance of said rink, including the costs of personnel, but no expenditures shall be made from the fund that shall cause the fund to be in deficit at the close of a fiscal year.
	Workforce Competitiveness Trust Fund – to account for funds to support the development and implementation of employer and work responsive programs to enhance worker skills, income, productivity and retention and to increase the quality and competitiveness of Massachusetts firms.  The fund is administered by the Executive Office of Labor and Workforce Development.
	Cigarette Fire Safety & Firefighter Protection Act Enforcement Fund – to account for the Fire Safety certification fees submitted by cigarette manufacturers.  The fund is used solely to support state processing, testing, enforcement and oversight activities related to implementation of the cigarette fire safety regulation.
	Massachusetts Board of Higher Education Scholar-Internship Match Fund – to provide a match for industry scholarships given to Massachusetts students going on to study for a post-secondary degree at Massachusetts public higher education institutions.  The amount to be matched through the Scholar-Internship Match Fund shall not exceed $5,000 per student, contingent upon receiving a corresponding industry scholarship or internship of up to the same amount.
	Central Artery /Tunnel Project Repair and Maintenance Trust Fund – to account for any costs incurred in connection with the repairs and maintenance of the Central Artery and the Ted Williams Tunnel.
	District Local Technical Assistance Fund – to account for grants to regional planning agencies for technical assistance to municipalities and to develop a state-wide zoning, land use planning, conservation, public safety planning, information technology and statistical trend modeling under the supervision of the Department of Housing and Community Development.  The annual expenditures cannot exceed $2.8 million in any fiscal year.
	Educational Rewards Grant Program Fund – to account for grants to students in accredited post-secondary certificate or vocational technology programs or associate degree in targeted high-demand occupations.
	Government Land Bank Fund – to account for proceeds from disposition, conversion and redevelopment of land used for industrial and low income housing developments. Payments of principal and interest on bonds and notes of the Massachusetts Development Finance Agency.
	Natural Heritage and Endangered Species Fund - to account for revenues from public and private sources and/or the federal government as reimbursements, grants, donations or other receipts; used to acquire by purchase, lease, easement or license land critical to nongame wildlife and endangered species for purposes of protecting and enhancing nongame wildlife.  
	Massachusetts Mathematics, Science, Technology and Engineering Grant Fund – to account for the support provided to Massachusetts students who want to participate in programs that support careers in fields related to mathematics, science, technology, and engineering.  The grants also support curriculum development in those fields.
	Commonwealth Covenant Fund – to support programs that provide accessible tuition loan repayments to students who attend public universities or colleges in Massachusetts and stay to pursue careers in the STEM (Science, Technology, Engineering and Math) fields.
	Massachusetts Alternative and Clean Energy Investment Trust Fund – to account for any funds invested in clean energy technology research and issue seed grants to companies, universities and nonprofits to encourage the creation of clean technology ventures and the training of workers to perform associated green jobs.
	Mosquito and Greenhead Fly Control Fund –to account for assessments to cities and towns of various mosquito control districts; to support activities designed to control mosquitoes and /or “greenhead” flies.
	Oil Overcharge Fund – to account for the fines and penalties collected under federal litigation from certain oil companies; used to provide fuel assistance and home insulation for low-income residents.
	Environmental Trust Fund – to account for fines, gifts and grants used for restoration, protection and improvement of the quality of Boston Harbor, Lynn Harbor, Massachusetts Bay, Buzzards Bay and Cape Cod Bay.
	Children’s Trust Fund – to account for gifts, grants, interest, and donations to the Child Abuse Prevention Board and certain appropriations designated to be transferred to the fund; used for support programs to raise awareness of child abuse and prevention programs.
	Child Support Enforcement Fund – to account for Federal grants used for activities associated with the collection of child support.
	Massachusetts Military Family Relief Fund – to account for revenues received by the Commonwealth under the provisions of section 6K of Chapter 62, from public and private sources as gifts, grants, and donations to further the purposes of the fund, which is to help members of the Massachusetts National Guard and Massachusetts residents who are members of the Armed Forces of the United States and who were called to active duty after September 11, 2001.
	Department of Industrial Accidents Special Fund – to account for assessments to employers and cities and towns for workers’ compensation insurance premiums and penalties assessed against employers who fail to insure for the workers’ compensation; used to reimburse the General Fund for the operating account of the Department of Industrial Accidents and for administrative overhead.
	County Correction Fund – to account for approximately 7.5% of the deeds excise tax distributed to counties for the operation of county correctional facilities.
	Massachusetts AIDS Fund – to account for gifts, grants, and donations; used for research, treatment, and education related to acquired immune deficiency syndrome.
	Trust Fund for the Head Injury Treatment Services Fund  - to account for revenues from a surcharge on fines resulting from ‘driving under the influence’ convictions; funds the Massachusetts Rehabilitation Commission’s statewide head injury program to develop and maintain non-residential rehabilitation services for head injured persons, 
	Board of Registration in Medicine Fund – to account for certain revenues and expenditures of the Board.
	Water Pollution Abatement Projects Administration Fund – to account for transfers from the Water Pollution Abatement Trust and general obligation bond proceeds; used for the administration of the Department of Environmental Protection to fund water pollution abatement projects.
	Commonwealth Sewer Rate Relief Fund – to account for transfers of amounts from the General Fund or other funds; used for the purpose of mitigating sewer rate increases and making sewer rate relief grants to municipalities.
	Motor Vehicle Safety Inspection Trust Fund – to account for vehicle inspection fees for administration and operation of safety inspection programs by the Registry of Motor Vehicles.
	Child Care Quality Fund – to account for expenditures by the commissioner of the Office for Children for providing grants for not-for-profit childcare organizations for the purpose of improving childcare services.  
	Convention and Exhibition Center Fund – to account for surcharges imposed on tourist tickets, such as cruise and for any land-based sightseeing located in the Commonwealth to finance the construction of a new Boston Convention Center along with centers in Worcester and Springfield.  
	Firearms Fingerprint Identity Verification Trust Fund – to account for fees paid in firearms registrations for the purposes of financing fingerprint identification verifications with the fingerprint records maintained by the Federal Bureau of Investigations or any other federal agency for the verification of firearms license application identities.
	Grant Anticipation Note Trust Fund - to account for proceeds to cover grant anticipation note expenditures and pay the related debt service of the proceeds.
	The following funds have been enacted in legislation but are inactive:
	Energy Technology Development Fund – to account for revenues received from miscellaneous trusts, gifts and donations to be administered and expended by the commissioner of the Division of Energy Resources to promote energy efficiency and the research development and commercialization of new energy technologies.
	Natural Resources Damages Trust Fund – to account for gifts, grants and other contributions received to fund natural resources restoration projects.
	Department of Mental Retardation Trust Fund – to account for any receipts from assessments transfers by Department of Mental Retardation for public facilities and any other federal financial participation. Expenditures are for operating the intermediate care facilities and community residences serving individuals with mental retardation.
	Civil Process Technology Improvement Fund – to account for 20% of civil process fees received by the Commonwealth gifts, grants and investment earnings to be used to improve the efficiency, accessibility and accountability of the service of civil process in the Commonwealth.
	Fire Prevention and Public Safety Fund – to account for all penalties recovered  under the cigarette fire safety regulation act to be used for fire safety and prevention programs.
	Capital 

	Projects 
	Funds
	The Capital Projects Funds are used to account for the financial resources used to acquire or construct major capital assets of the Commonwealth and to finance local governmental capital projects.
	General Capital Projects Fund - to account 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 – to account for a transfer from the General Fund to finance appropriated items of a capital nature pursuant to sections 2E and 107 of Chapter 88 of the Acts of 1997.
	Convention and Exhibition Center Capital Fund -to account for proceeds of bonds to finance the construction of a convention center in Boston.
	Capital Improvements and Investment Trust Fund - to account for the Commonwealth’s reimbursement to cities and towns for expenses incurred for projects for construction and reconstruction of town and county ways.
	Capital Expenditure Reserve Fund - to account for amounts paid by the Massachusetts Turnpike Authority as payment toward the acquisition cost of the Third Harbor Tunnel and Federal financial participation money related to expenditure amounts paid by the Massachusetts Port Authority as determined by a feasibility study; used to pay principal and interest on certain bonds, related notes or direct capital expenditures.  
	Highway Capital Projects Fund – to account for the proceeds of bonds sold to finance construction of state highways and to fund the Commonwealth's share of Federally sponsored highway construction.
	Federal Highway Construction Program Capital Projects Fund - to account for federal highway construction grants which, with the Commonwealth's required share of matching funds, finance interstate highways and similar projects within Massachusetts to promote a nationwide highway system.
	Central Artery Statewide Road and Bridge Infrastructure Fund - to account for bond proceeds, certain revenues from Registry of Motor Vehicle fees, (net of debt service expenditures) and payments from authorities.  The purpose of expenditures of the fund is to meet the estimated additional costs associated with the Central Artery/Ted Williams Tunnel Project and for costs of the statewide road and bridge program.  
	OTHER FUNDS:
	These funds account for the proceeds of bonds used to to finance land and transportation equipment for economic development.
	Government Land Bank Capital Projects Fund - to account for proceeds of bonds used to finance the acquisition, holding, protection, maintenance, repair or use of lands and for personnel and the administrative costs of the Massachusetts Development Finance Agency.
	LOCAL AID FUNDS:
	Local Capital Projects Fund - to account 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.   The fund accounts for the proceeds of bonds to finance improvements to lockup facilities, state police lockup facilities and to finance improvements to County Correctional Facilities, and other monies received by the Department of Conservation and Recreation pertaining to state parks, reservations and recreation areas outside the metropolitan parks district; used for purposes of state parks, reservations and recreation areas outside the metropolitan parks district.
	Fiduciary

	Fund Types
	The Fiduciary Funds are used to account for assets held by the Commonwealth in a trustee capacity or as an agent for individuals, private organizations or other governments.  The funds include Expendable and Non – Expendable Trust Funds, Pension Funds, as well as Agency Funds.
	EXPENDABLE TRUST FUNDS:
	Expendable Trust Fund – to account for various gifts, bequests or contributions held by the Commonwealth of which both principal and interest may be expended for purposes designated by the donor.
	Revolving Loan Fund – to account for Federal grants, investment and interest income to be expended for loans to non-profit private entities to establish housing for individuals recovering from alcohol or drug abuse and for loans to local housing authorities.
	Expendable Trust Fund - Internal – to account for various gifts, bequests or contributions held by the Commonwealth, solely for the benefit of Commonwealth entities, of which both principal and interest may be expended for purposes designated by the donor.
	Unemployment Compensation Fund – to account for unemployment taxes collected from employers, held by the United States Treasury in the Federal Unemployment Trust Fund, from which funds are drawn for the payment of benefits to the unemployed.
	NONEXPENDABLE TRUST FUNDS:
	Nonexpendable Trust Fund – to account for various gifts and bequests held by the Commonwealth, of which only the income may be expended for purposes specified by the donor.
	POST EMPLOYMENT BENEFITS TRUST FUNDS:
	Pension Trust Funds – to account for the assets, liabilities and fund balances held in trust by the State Employees’, State Teachers’ Retirement Systems and the State – Boston Retirement System for the payment of retirement, disability and death benefits to members of these retirement systems.
	State Retiree Benefits Trust Fund – to account for the assets, liabilities and fund balances held in an irrevocable trust by the Commonwealth solely for the purpose of payment of the costs of health care and other non-pension benefits (OPEB) for retired members of the state retirement system.  The Group Insurance Commission is responsible for administering the payment of, and determining the terms, conditions, schedule of benefits, carriers and eligibility for, health care and other non-pension benefits for retired members of the state retirement system.
	AGENCY FUNDS:
	Agency Funds – to account for cash, investments held or managed by the Commonwealth on behalf of others. These include the investments made by cities, towns and local authorities in the Municipal Depository Trust, employees’ contributions to the deferred compensation plan, annuity contracts held for lottery prize winners, local option taxes collected but not yet remitted, assets held in escrow accounts by the Commonwealth’s court system and human service departments, child support payments collected or receivable and not yet remitted to custodial parents, and deposits required from insurance companies and similar organizations.
	HIGHER EDUCATION NON-APPROPRIATED ACTIVITY
	The Commonwealth’s Public Institutions of Higher Education are allowed, by their enabling statutes, to collect, retain, and expend certain fees, rents, donations and other types of revenue.  These financial resources are important elements to the overall financial operations of the respective institutions, and are in addition to amounts made available from appropriations.  The Public Institutions of Higher Education include:
	University of Massachusetts System – The University system includes the campuses at Amherst, Worcester, Boston, Lowell, Dartmouth and certain institutes and programs operated by the Office of the University President.
	State College System – The State College System includes the nine state colleges, which provide four-year post-secondary education programs.  These colleges include:
	Bridgewater State College
	Framingham State College
	Fitchburg State College
	Massachusetts College of Art
	Massachusetts Maritime Academy
	Massachusetts College of Liberal Arts
	Salem State College
	Worcester State College
	Westfield State College
	Community College System  - The Community College System includes the fifteen community colleges, which provide two-year post secondary education programs.
	Berkshire Community College
	Bunker Hill Community College
	Bristol Community College
	Cape Cod Community College
	Greenfield Community College
	Holyoke Community College
	Massasoit Community College
	Massachusetts Bay Community College
	Middlesex Community College
	Mount Wachusett Community College
	Northern Essex Community College
	North Shore Community College
	Quinsigamond Community College
	Roxbury Community College
	Springfield Technical Community College
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	Martin J. Benison, Comptroller
	One Ashburton Place
	Boston, MA  02108
	October 29, 2008  
	To the Citizens of the Commonwealth of Massachusetts,Governor Deval L. Patrick, and Honorable Members of the General Court
	I am pleased to present to you the Statutory Basis Financial Report (SBFR) of the Commonwealth for the fiscal year ended June 30, 2008 (FY08).
	The Commonwealth completed the year ended June 30, 2008 with a budgetary loss (excess of expenditures and uses over revenues and sources) of approximately $495 million, decreasing budgeted fund balances to slightly over $2.4 billion.  Of total budgeted fund balance, over $2.1 billion is retained in the Stabilization Fund, compared to a balance of over $2.3 billion at the end of 2007.  The Stabilization Fund balance compares favorably to that of other states, but even so represents only 23 days of total budgeted expenditures and other uses for FY08.  The significant financial uncertainty and tight credit markets resulting from the unstable world and national economies counsels caution in budgeting and in use of the Stabilization Fund to assist the Commonwealth in weathering what is predicted to be an economic downturn for states lasting more than one fiscal year. 
	During FY08, budgeted tax revenues overall rose approximately 5.7%.  Income taxes grew 9.5%, offsetting declines in other categories such as sales and use taxes, which declined by 2.9% and corporate taxes, which fell by approximately 4.8%.  All other taxes combined rose by approximately 4.3%.
	The Commonwealth experienced positive job growth and relatively low unemployment during FY08 compared to the nation as a whole.  The unemployment rate for the Commonwealth was 4.4% at the beginning of the year and fell as low as 4.1% in April.  Increases in May and June as the national economic decline began to be reflected in Massachusetts brought the Commonwealth’s rate to 5.2% at year end, still comparing favorably to the national average of 5.5%.  As late as April 2008, unemployment was only at 4.1% in the Commonwealth. The FY09 budget forecasts total revenues for budgetary purposes at approximately $27.5 billion, or approximately $900 million less than FY08’s budgeted revenues.  However, spending was appropriated for FY09 at $28.2 billion, amounting to approximately $679 million operating loss or structural deficit.  The Governor has already announced spending cuts to attempt to alleviate this deficit.
	As of the publication of this report, the Commonwealth has experienced additional impacts of the world and national economy.  On October 15th, the Secretary of Administration and Finance issued a revised revenue forecast reducing fiscal 2009 (FY09) forecasted revenues by $1.1 billion, putting the estimated budget short-fall of $1.1 billion to 
	$1.4 billion.  To address this short-fall, the Governor announced administrative actions, as well as proposed legislative solutions including:
	 Voluntary cuts and contributions to solve the budget gap from entities outside the Governor’s budget cutting authority including the Legislature, Constitutional Officers, the Judiciary, and payments to authorities totaling approximately $100 million.
	 $755 million in cuts across Executive Branch agencies and implementation of $146 million in additional spending controls to eliminate the need for additional funding.
	 A proposal to restructure state employee health insurance contributions which is expected to save approximately $29 million.  The proposal changes employee contributions from a system based on date of hire and on salary level. 
	 A proposal for $168 million in additional revenues and savings.
	 A proposal to use an additional $200 million in reserves from stabilization.
	These measures should bring the Commonwealth closer to fiscal balance.  The Commonwealth continues to struggle with very tight cash flow conditions.  
	Overview of the Financial Statements
	This report includes the reports on the activity and balances of the budgeted funds, non-budgeted special revenue funds, capital project funds, fiduciary funds and the non-appropriated funds of higher education.
	The financial operations of these funds are maintained in the Massachusetts Management Accounting and Reporting System, (MMARS).  The statewide accounting system is operated by the Commonwealth and contains detailed information summarized in this report.
	The SBFR is intended to satisfy the requirements of state finance law, and to present fairly the results of FY08 activity in the Commonwealth’s funds.  The report contains computations required by state finance law, including the certification of transfers to and balances in the Stabilization Fund and Tax Reduction Fund.
	Basis of Accounting
	The statutory basis of accounting, defined in Massachusetts law, is used to budget and control fiscal operations.  The statutory basis of accounting is not in conformity with accounting principles generally accepted in the United States of America (GAAP) as defined for governments by the Government Accounting Standards Board (GASB).  This report’s purpose is to document compliance with Massachusetts state finance law.  I will report the Commonwealth’s financial position on a GAAP basis in December, in our Comprehensive Annual Financial Report (CAFR).  This report, which will be prepared in accordance with GAAP, provides a basis for comparison with other governments.  There 
	are significant differences between what is contained in the SBFR fund balance, revenues and expenditures and what will be presented in December under GAAP.  The major differences include the different presentation for depreciation expense, the presentation of all types of long term obligations, including debt on the face of the financial statements and the presentation of those financial statements in an all – encompassing, net assets and net expense format. 
	In accordance with Section 12 of Chapter 7A, Massachusetts General Laws, the Office of the Comptroller transmits the SBFR on October 31st.  The SBFR report for fiscal year ended June 30, 2008 herein is audited by KPMG LLP and represents the closing of the Commonwealth’s books for the fiscal year.  This audit is conducted in conjunction with the Office of the State Auditor, which provides knowledge, expertise and resources to audit the financial statements.
	Financial Highlights
	The following represent significant events over the last fiscal year that impacted the financial condition of the Commonwealth:
	 Because of the slow down of tax revenue growth, no funds were held aside during the year in cumulative state tax revenues in excess of permissible limits.  $75 million in interest and $240 million in principal were transferred from the Stabilization Fund An additional $2.2 million was deposited from tax revenues of certain lottery winners who sold their stream of future winnings in exchange for current payments.  
	 The Commonwealth received settlements related to the Central Artery/Tunnel project from several contractors totaling approximately $414 million, of which approximately $397 million was deposited into a non-budgeted special revenue fund for future maintenance on the project and approximately $17 million was deposited into a capital project fund for current construction.
	 Tobacco settlement proceeds for the year were approximately $288 million, reflecting the first year of receipts of strategic contribution payments to the Commonwealth because the Commonwealth was an original litigant against the tobacco manufacturers.  The entire amount was used in support of current operations.  $150 million was redeemed from the accumulated unspent balance of tobacco settlement proceeds during the year to support operations.  At the end of FY08, the entire accumulated balance of approximately $336 million was transferred to the State Retirement Benefits Trust Fund to pay for Other Post Employment Benefits for retirees, also known as OPEB.
	The budgeted full-time equivalent workforce, including higher education, increased by 1,426 persons from FY07 or 1.7%: 1,033 FTE’s were added under the Governor’s authority, 29 FTE’s in the Judiciary and 365 in the Constitutional Offices. 
	Health Care Reform and Waivers
	Implementation of the Commonwealth’s landmark Health Care Reform law continued in FY08.  Health insurance coverage of individuals expanded significantly during the first year of the individual mandate.  Total General Fund transfers into the Commonwealth Care Trust Fund rose to approximately $1 billion in FY08, up from $722 million in FY07.  This reflected increasing enrollment in Commonwealth Care, one component of nearly 440,000 residents having newly enrolled in health insurance through a combination of private and public programs by April of 2008.  One impact of this is a reduction in free care through the state’s hospitals and community health centers.
	The Commonwealth operates the majority of its Medicaid program under a federal section 1115 demonstration project waiver.  This waiver expired on June 30, 2008.  The federal government granted extensions for the July 1, 2008 to June 30, 2011 period during July, August and September of 2008 (FY09) during the negotiation process.  On September 30, 2008, the Commonwealth announced it had reached an agreement in principle with the federal government for this waiver, including health care reform provisions.  The agreement authorizes federal reimbursement for approximately $21 billion in spending from FY09 through FY11, $4.3 billion more in spending than was authorized for FY06 through FY08.  Federal reimbursement will be able to be claimed for all programs at current eligibility and benefit levels, including Commonwealth Care’s subsidized coverage of adults up to 300% of federal poverty level.
	In addition, subsequent to year end and to further subsidize health care reform, the Commonwealth adopted revised regulations that require employers with 11 or more full-time equivalent employees to make a “fair and reasonable” premium contribution to their employees’ health insurance or pay a fee to the Commonwealth.  Previously, the regulations provided that an employer met the “fair and reasonable” contribution standard if either (i) 25% or more of its full-time employees enrolled in the employer’s group health plan or (ii) it offered to contribute at least 33% towards the premium cost for a group health plan for full-time employees who worked at least 90 days. The revised regulations, which will take effect January 1, 2009, maintain this test for firms with 50 or fewer full-time employees but require larger firms to meet both the employee enrollment and the employer contribution standards. Moreover, under the revised regulations, firms would also be considered to meet the “fair and reasonable contribution” standard if 75% or more of their full-time employees enroll in their group health plans.  
	Other Post-Employment Benefits – OPEB
	In FY08, the Commonwealth began funding and disclosing its liability for other post employment benefits, including retiree health care and life insurance costs. The initial liability developed last year was estimated to range from $7.6 billion to $13.6 billion depending on how aggressively the Commonwealth acts to fund the liability, and consequently whether a lower or higher discount rate was appropriate.  On a statutory basis, the Commonwealth contributed nearly $355 million to OPEB costs and transferred the balance of over $336 million in the Health Care Security Trust to the State Retiree Benefits Trust Fund.  
	On August 5, 2008, a Special Commission to study OPEB released its report.  The bi-partisan Commission was comprised of members of the House and the Senate and the Administration.  The report recommends that tobacco settlement proceeds be used to fund OPEB, phasing in over four years to 90% of proceeds.  Secondarily, the Commission recommends that 50% of any unanticipated surplus funds in a given budget cycle as part of the Stabilization calculation be directed to fund OPEB.  Finally, the Commission recommends combining the pension and OPEB funding process with the predominant portion funding the remaining pension obligation until 2023 and upon full pension funding, keeping the appropriations steadily rising until OPEB is funded.  This actuarial liability is being updated to reflect these recommendations.  This updated valuation will be available in November.
	Lottery Deficit
	In FY08, the State Lottery transferred approximately $935 million in the aggregate to municipalities as mandated by the general appropriation act, regardless of the actual amount available in the State Lottery Fund.  Lottery revenues for FY08 increased 5.2% to approximately $4.9 billion.  Prizes were approximately $3.9 billion and operating expenses and other mandated transfers were nearly $1.2 billion.  Subsequent to year end, legislation was passed transferring up to $117 million from the General Fund into the Lottery to cure any current year deficit and an additional approximately $119 million from the General Fund to cure the FY07 deficit.  Of the $117 million authorization, approximately $81 million was transferred to reduce the Lottery’s deficit to approximately $32 million.  A transfer to eliminate this balance will be made in FY09.  To help ensure that the Lottery Fund remains stable, the FY09 budget provides for $811 million in local aid from the Lottery Fund and an additional $124 million from the General Fund.
	The Budgeted Funds
	The General Appropriation Act (GAA) authorized approximately $25.4 billion in spending, exclusive of approximately $451 million in FY07 spending authorized to be continued into FY08 as part of a final FY07 supplemental budget.    
	Supplemental budgets during the year authorized $367.5 million in appropriations.  Subsequent to year end, one additional supplemental budget was enacted totaling approximately $46.5 million.  The year’s supplemental appropriation and transfer activity included:
	 $48.4 million for additional snow and ice removal costs from highways, plus an additional $27.1 million for a snow and ice reserve account and another $2.4 million for parkway snow and ice removal.
	 $36 million for additional managed health care spending.
	 $29.5 million due to increased group insurance commission costs, with approximately $11 million for retiree health care.
	 $25 million for home heating assistance for low income families.
	 $25 million for a reserve account for county corrections.
	 Approximately $22.5 million for private counsel compensation for indigent defendants.  Additional amounts were appropriated for court costs and public defenders.
	 $20 million in a collective bargaining reserve in addition to direct appropriations for specific union contracts.
	 $14.2 million for transitional aid to needy families.
	 $13.5 million for transitional aid to families with dependent children.
	 $10 million for correctional facilities.
	A total of 96 budgetary appropriations were supplemented during the year.
	Budgeted expenditures and other uses, including transfers to non-budgeted funds, increased by nearly $3.6 billion.  Of this amount, programs and services rose by approximately $1.1 billion and transfers to non-budgeted funds, largely related to Health Care Reform, increased by nearly $913 million.  Deficit elimination transfers pursuant to statute also increased budgeted transfers by $1.6 billion, almost entirely due to the deficit in the Highway Fund, eliminated by a General Fund transfer.
	The Budgeted Funds – Operations table on page 7 displays the FY08 summary of budgeted funds, compared to FY07.  The FY08 financial statements for each of the 11 individual budgeted funds are included in the financial section of this report.  In FY09 and in future years, if revenue growth slows, the challenge will be to continue to match spending to available revenues.
	In conducting the budget process, the Commonwealth excludes from their forecast those “interfund” transactions within the budgeted funds that are included in this report because by their nature, they have no impact on the combined fund balance of the budgeted funds.  The table Budgeted Funds – Operations isolates this “interfund” activity from the budgeted sources and uses to align forecasts prepared during the budget process to actual amounts in this report.  In FY08, transfers among the Budgeted Funds decreased as a result of funds provided from Stabilization Fund to other funds to balance the budget for the year as well as year-end transfers back into the Stabilization Fund.  A detailed list of these interfund transfers is included in Note 3 of the financial statements.
	The graph of Budgeted Funds – Fund Balance on page 8 portrays the combined fund balance in the budgeted funds for the past five years.  
	At June 30, 2008, the ending balance is comprised mainly of the statutory fund balance of the General Fund and the Stabilization Fund.  Deficit elimination authorized in statute occurred in FY08, eliminating deficits in the Highway Fund and the Workforce Training Fund by 
	surplus undesignated balances in the General Fund, Massachusetts Tourism Fund and Division of Energy Resources Credit Trust Fund.
	Due to designations of fund balances, $146 million of the total budgeted fund balance, exclusive of stabilization, is reserved for appropriation in FY09.  The remainder is undesignated.  
	The Stabilization Fund
	As states around the country are struggling with ongoing fiscal difficulties, the importance of the Stabilization Fund cannot be underestimated.  During FY08, according to the National Association of State Budget Officers, 13 states cut their budgets during the year after their general appropriation acts had passed.  The June 2008 “Fiscal Survey of the States” showed states were trying to reduce or eliminate budget gaps during FY08 by increasing fees, laying off and furloughing personnel, offering early retirement incentives, instituting across the board or targeted cuts and reorganizing. The Commonwealth took specific activities in the Stabilization Fund this year to help attain fiscal balance, including transferring $75 million in investment earnings and $240 million in principal to the General Fund.  In FY09, all of the Stabilization Fund investment earnings and $310 million in principal will transfer to the General Fund.
	Even with these activities, the fund maintains a healthy balance compared to other states.  The survey published in June 2008, again ranked the Commonwealth second in the nation in FY07 in terms of the balance in stabilization.  Five states had no stabilization fund balance at the end of FY07.  Of states with over $10 billion in General Fund expenditures in FY07, the Commonwealth’s Stabilization Fund balance as a percentage of expenditures ranked third in the nation behind Maryland and Connecticut.  Georgia,  Minnesota and Virginia followed.  As the graphic on the left portrays, the Commonwealth continues to outpace the rest of the nation in this key element of fiscal condition.  The Commonwealth is as prepared as it can be for this rainy day that is upon us.  
	The Non-Budgeted Funds 
	The Non-Budgeted Funds represent operations in which the government has imposed its sovereign authority but has excluded these operations from the annual budget process.  During FY08, the Commonwealth maintained 57 of these funds, while another 5 are inactive.
	The largest non-budgeted funds in terms of revenues include the Lottery, Federal Grants, the funds that account for the operations of health care reform and the Health Care Security Trust (HST), (which is designated to receive tobacco settlement funds before transfer to the General Fund), Grant Anticipation, MBTA State and Local Contribution Fund, the School Modernization and Reconstruction Trust (SMART) Fund and new this year, the Central Artery / Tunnel Project Repair and Maintenance Trust Fund.  This fund commenced operations 
	in FY08 to account for portions of settlements received from the Central Artery / Tunnel project contractors to be used for repairs and maintenance for the project in the future.  During FY08, nearly $397 million of new revenues came into this fund from these settlements.
	The table Non-Budgeted Funds – Operations below includes a summary of the FY08 non-budgeted funds.   Financial statements for each of the individual funds are included in the financial section of this report.  
	As previously discussed, the State Lottery Funds ended the year with a deficit of approximately $32 million, due to the mandatory distribution of over $1 billion to cities and towns in the FY08 GAA.  The Commonwealth enacted legislation to solve most of the prior Lottery deficits by capping amounts transferring from the Fund in FY09.  Any overage is to be transferred from the General Fund. This deficit is reflected in the Non-Budgeted Funds – Operations Table below:
	The HST reports all revenues received from the Master Settlement Agreement (MSA) between the states and the tobacco industry to recover healthcare costs for tobacco related illnesses.  The MSA estimates Commonwealth revenues for the first 25 years of the settlement to be approximately $7.6 billion.  However, this estimate is subject to future adjustments, including adjustments for inflation and changes in the volume of domestic cigarette sales.  In FY08, the Commonwealth received over $288 million or approximately 87.4% of the estimated amounts shown in the MSA.  Receipts were up in FY08 due to the initial Strategic Contribution Fund payments under the terms of the MSA.  These payments are projected to be received through FY17.  The FY08 GAA directed all MSA receipts to the General Fund.  $157 million of the HST fund balance also transferred to the General Fund during FY08 pursuant to legislation, along with an additional $36 million of investment earnings transferred to the General Fund.   After these transfers, the remaining fund balance of over $336 million transferred to the State Retiree Benefits Trust Fund.
	Continuing in FY08, a portion of the Commonwealth’s federal transportation funds were dedicated to paying off prior year expenditures of the Central Artery/Tunnel Project (CA/T) which were temporarily financed through Federal Grant Anticipation Notes (GANS).
	During FY98, the Legislature authorized the issuance of $1.5 billion in GANS to finance the current cash needs of the CA/T.  All of the GANS have been issued.  The GANS are not considered general obligation debt of the Commonwealth.  The proceeds of the GANS were used to temporarily finance federally eligible expenditures until federal funds were authorized.  Continuing in FY08, federal funds were drawn down to reimburse the Commonwealth for these prior year expenses.  From this year through 2015, these eligible expenses will be reimbursed by the federal government and the reimbursement will be used to retire the GANS.  Activity related to issuance of GANS and the accumulation of pledged funds and the payment of debt service is accounted for in the Grant Anticipation Note Trust Fund.  In July 2003, the Commonwealth completed a cross-over refunding of the GANS.  Approximately $388 million in GANS issued in 1998 and 2000 at coupons ranging from 5.125% to 5.75% that will mature on December 15, 2008 and 2010, respectively, were partially refinanced with $408 million of refunding notes with yields of 2.51% to 3.39%.  The interest on the newly issued refunding notes is paid from an escrow until final redemption.  This technique results in economic savings, but does not result in the legal defeasance of the notes.  As a result, the original as well as the refunding notes are reported on the Commonwealth’s books until the maturity dates.  The balance in the fund for FY08 represents approximately $619 million held for payment of interest on the GANS inclusive of an escrow for payment of GANS involved with the aforementioned cross-over refunding.
	The Universal Health Care funds, including the Commonwealth Care, Essential Community Provider, Medical Assistance, the Health Safety Net and the Medical Security Trust Funds, largely related to Health Care Reform, revenues and other financing sources were nearly $2.1 billion in FY08, rising from over $1.8 billion in FY07.  This is due to the increases in activity and enrollments under the Health Care Reform acts.
	The graph Non-Budgeted Funds - Fund Balance shows the combined fund balance in the Non-Budgeted funds for the past five years.  Increases this year are largely due to Central Artery/Tunnel settlements received in a Non-Budgeted Fund enacted for maintenance of the project, offset by deficits in the Lottery Fund and two other smaller funds.   For example, the Government Land Bank Fund has a chronic structural fund deficit.  The FY08 deficit balance of $35 million remains an unbudgeted drain on the General Fund.  While steps have been taken to stop the growth in this deficit, the Fund should be abolished and the deficit transferred into the General Fund.  An additional $11 million deficit exists in the Motor Vehicle Inspection Fund.  In accordance with General Laws, this deficit must be eliminated and the Fund must be in balance by June 30, 2009.  As indicated in previous years, more consolidation and elimination is needed for these funds.
	The Capital Projects Funds
	The purpose of these funds is to account for the construction or acquisition of capital assets.  The Governor may propose capital outlay budgets, which, upon enactment by the Legislature and approval by the Governor, become capital outlay acts.  Capital outlay acts financed through the sale of debt require a two-thirds vote of the Legislature.  Numerous acts may be combined for reporting in an individual Capital Project Fund, but each act is accounted for separately within the fund.  These accounts record authorizations for expenditures in itemized capital appropriation accounts and equivalent authorizations to issue bonds or notes in anticipation of federal reimbursements.
	The structure of these funds is such that each capital outlay authorization is in balance, creating authorization for inflows, (which may be from sales of bonds, federal reimbursements or other revenues)
	and authorization for expenditures.  Imbalances due to timing differences develop when the expenditure precedes the inflow of funds from the sale of bonds or federal reimbursements.  Because of federal tax arbitrage rules, tax exempt bonds are not routinely sold in anticipation of expenditures.  
	The Commonwealth issued over $1.3 billion in debt this year, including over $25 million in original issue premiums.  No refunding debt was issued this year.  
	25% of the Commonwealth’s general obligation debt has been issued as variable rate bonds as of June 30, 2008.  Included in this variable debt were approximately $566 million in auction rate securities (about 4% of all general obligation debt) as of June 30, 2008.  Beginning in February 2008 several auctions of the Commonwealth’s auction rate bonds began to fail, meaning there were not enough bids from investors to purchase securities being offered for sale by existing holders.  These auction failures have been systemic throughout the municipal bond market, caused primarily by widespread downgrades and negative rating outlooks of a number of municipal bond issuers other than the Commonwealth.  The failed and unsubscribed auctions have resulted in higher interest costs, but as of June 30, 2008, none of these costs have exceeded their budgeted debt service amount of 5%.  Subsequent to year end, the Commonwealth refunded its Series 2007 D-1 and D-2 auction rate bonds and replaced them with fixed rate bonds.
	These remaining variable rate bonds are largely “swapped” to synthetically fixed interest rates.    
	The CA/T project is winding down.  Settlements were received during the fiscal year between the Commonwealth and several contractors totaling approximately $414 million, of which approximately $17 million was deposited into the Central Artery / Statewide Road and Bridge Infrastructure Fund and the remainder was deposited into the Central Artery / Tunnel Project Repair and Maintenance Trust Fund.  As of May 2007, an updated cost estimate stood at $14.798 billion for the project.  However, the finance plan related to this cost estimate has not been approved by the federal government.  As a result, the remaining $162 million of federal funds for the project have been withheld from the project pending federal approval.  Because of this delay, the Commonwealth is or has paid for the final pieces of the project through operating revenues.  The Commonwealth continues to work with the federal government to resolve all issues surrounding the final financing plan.  The chart on the left shows the total spending for the CA/T for 2008 and for the life of the project.
	During FY07, Massport paid the Commonwealth approximately $25 million  in partial satisfaction of amounts owed for certain portions of the CA/T project consisting of roadways, viaducts and other structures located at Logan International Airport in East Boston. $12.4 million remains to be paid.
	The graph Capital Projects Funds – Fund Balance (Deficit) shows the combined fund balance in Capital Projects Funds for the past five years.  The majority of the individual funds remain in deficit due to the timing differences between bonding and expenditures offset by surpluses in three funds.  These three funds include a fund for central artery and statewide roads and bridge construction, a fund for the Commonwealth’s convention centers and a fund for the federal highway construction program.  These funds contain designated reserves or escrows where the Commonwealth is able to legally arbitrage revenues consistent with the provisions of the existing tax code.  
	The Capital Projects Funds – Operations table on the page 14 includes the FY08 Capital Projects Funds, summarized and compared to FY07.  Financial statements for each of the individual funds are included in the financial section of this report.
	The Administration continues to oversee a coordinated fiscal strategy for the management of Capital Project Funds.  This strategy includes a five – year capital budget linked to debt management and capital management.  The focus of this strategy is to manage capital spending within outstanding debt levels the Administration considers appropriate for the Commonwealth.  An important part of the strategy is to control capital spending within an administrative “cap.”  
	As part of this strategy, the Administration restructured the bond funded portion of the cap to $1.5 billion for FY08 and increasing $125 million annually through FY12.  Under the plan, an annual borrowing limit was set to keep debt service expenditures, inclusive of all debt, grant anticipation notes, all forms of contract assistance and certain capital lease financings to 8% of budgeted revenues.  However, we must 
	be vigilant in these times of tight liquidity to sell bonds where authorized and possible and where they will fit into caps to keep operating cash flowing.
	At and subsequent to year end, the Commonwealth enacted several sweeping bond authorizations including:
	 $2.2 billion for new higher education buildings, renovation projects and capital improvements at each of the Commonwealth’s public higher education campuses.
	 $40 million for a Massachusetts Broadband Institute within a separate authority of the Commonwealth (the Massachusetts Technology Collaborative).
	 Nearly $1.3 billion for affordable housing.
	 $1.6 billion for transportation improvements (leveraging $1.9 billion in federal reimbursements) in order to bring the Commonwealth into compliance with federal highway administration and federal transit authority orders.
	 A second $1.4 billion bond bill for roads, bridges and other transportation related projects.
	 Nearly $1.7 billion for open space, parks, “clean energy” projects and to rebuild park infrastructure.
	 $3.3 billion of general government capital needs for public safety, municipal and state facilities, information technology, correctional and court facilities.  Information technology initiatives will modernize systems at the Department of Revenue and the Registry of Motor Vehicles.
	 An additional nearly $3 billion to finance an accelerated structurally deficient bridge program that includes over 250 bridge projects over the next eight years with approximately $1.9 billion in special obligation bonds secured by a portion of gasoline taxation and $1.1 billion of GANS.
	De-authorization of previously issued capital appropriations are also included as part of many of these bills.  These de-authorizations will occur in FY09.  Even though the new authorizations are for approximately $15 billion, the Commonwealth will determine the timing and extent of capital spending and bonding as part of its five year capital plan.
	The Fiduciary Funds (Excluding Agency Funds)
	The Fiduciary Funds record the Commonwealth’s responsibility for assets it controls on behalf of other parties.  Examples of such funds are the Unemployment Compensation and Post Employment Benefit Trust Funds.  The table on the following page, which excludes assets held on a purely custodial capacity in so-called Agency Funds, summarizes the FY08 activity of the Fiduciary Funds.  Nearly 96% of the Fiduciary Fund assets are related to the Commonwealth’s Post – Employment Benefit Trust Funds detailed in fund statements found in this report.
	An approximately $1.3 billion operating loss in this fund group is primarily the net of three significant events:
	 The net change in value of pension assets decreased by approximately $1.1 billion, reflecting equity and credit market declines.  However the Pension Reserves Investment Trust Fund (PRIT) continues to return an average annual return of 10.9% since its inception in 1985. 
	 An inflow of $328 million from the Health Care Security Trust Fund to fund past employment health care benefits.
	 Employer and employee contributions exceeded payments to the unemployed in the Commonwealth from the Unemployment Compensation Trust Fund by approximately $147 million, even though expenditures from the Fund increased by $155 million during the year.
	The pension valuation is based on data as of January 1, 2008.  Details of this valuation are outlined in Note 11 to the financial statements.  The value of pension assets of the public retirement systems increased from FY07 to FY08, resulting in an increase in funded status from 75.2% to 78.6%.  During FY07 and FY08, the Public Employee Retirement Administration Commission completed an updated experience study Analyses (covering the years 2000-2005) of the State Retirement System in 2007 and the Massachusetts Teachers’ Retirement System in 2008. January 1, 2008 is the first actuarial valuation using the revised assumptions. Overall the total cost using the revised assumptions is about the same as the cost using the prior assumptions. There was a slight increase in actuarial accrued liability and a slight decrease in employer normal cost.  Actuarial value of assets used in the valuation stood at 90.5% of market value for the State Retirement System and 90.4% of market value for the Massachusetts Teachers’ Retirement System.
	The Non-Appropriated Funds of Higher Education
	The SBFR includes the financial operations of the non-appropriated funds of the 25 institutions of higher education in the statistical section of this report.  Each institution of higher education is authorized and directed in its enabling statute to collect, retain and expend certain fees, rents, sales, donations, federal financial participation and other types of revenue through campus based systems.  These financial resources are integral parts of the total financial activity of each campus. They also represent resources in addition to amounts made available from Commonwealth appropriations.  Over the past few years, significant efforts have been made by our office and the institutions to improve the accuracy and timeliness of the higher education segment of the financial report.  
	The Non-Appropriated Funds of Higher Education – Operations table includes the FY08 funds, summarized and compared to FY07.  Financial statements for each of the individual funds are included in the statistical section of this report. The graph Non-Appropriated Funds of Higher Education – Fund Balance shows the combined fund balance for the past five years.  The combined balance represents approximately $418 million for the University of Massachusetts, approximately $124 million for the State College system and approximately $155 million for the Community Colleges.  These balances are designated for specific purposes, such as restrictions on endowments or other specialized purposes specified by the funding contributions.
	Comptroller Priorities 
	The Office of the Comptroller continues to work in collaboration with Department Chief Financial Officers to balance efficiency and accountability in Commonwealth financial operations. An ongoing key to this balance is the Office of the Comptroller and CFO’s working in partnership in implementing these goals. We have emphasized that systems depend on people who are integral to those systems. This recognizes that fiscal officers of the Commonwealth are being given increased authority and at the same time being held accountable, ensuring a balance of efficiency and integrity of the financial operations of the Commonwealth. We strike this balance between efficiency and integrity of operations through constant risk assessment and effective risk mitigation.
	In FY08, attention was focused on improving financial efficiency and accountability within the Commonwealth with a focus on environmentally friendly information dissemination and further expanding the use of the complete capabilities of the financial system. The Comptroller launched a number of parallel initiatives to accomplish these goals:
	 Paperless Remittance Advices
	The Commonwealth has gone to almost 100% electronic funds transfer for employee payments; however the accompanying pay advice was still distributed manually to most employees. The Comptroller provides a secure web site where employees through a login and password can access their pay advice and prior period information, increasing employee access to information at a significantly reduced cost. The site provides secure access to an informational W-2. In FY07, we released a complete upgrade of this application and rolled it out to the entirety of State Government.  In FY08, our focus was marketing to employees to use this site as their primary source for payroll advices.  Now employees use self-service to suppress their advice through PayInfo and in the first 4 months the number of employees doubled to 19% or almost 14,000.   Our “going green” campaign continues in FY09.
	 Internal Audit
	We have redeployed existing staff from processing and pre-audit functions within the office to a Quality Assurance Bureau. Using specialized data analysis tools, the Bureau supplements standard agency reviews with data mining techniques which identify transactions by risk profile, thus allowing the bureau to target certain risk profiles on a statewide basis.
	 Streamlined Customer Support
	The office supports state fiscal staff in a variety of ways. An independent assessment of these offerings identified potential improvements. In FY08, we updated our training program, initiated more outreach to fiscal staff outside the Boston area and enhanced on-line resources including updated and additional job aids and completely re-vamped e-learning sessions.  Webcast training, as 
	well as a webcast option for the several user group meetings offered by this office, is widely used and valued by the many local and satellite business offices around the Commonwealth.
	 Paperless Transactions
	To the extent transaction profiles do not warrant delegation, using MMARS to capture supporting documentation electronically within the actual transaction reduces initial processing costs along with the long term costs of archiving and later retrieving those documents. In the initial pilot, 7,000 transactions were converted to be completely paperless.
	 Maximizing Prompt Pay Discounts
	The Comptroller’s Office establishes system parameters to automatically schedule payments for issuance based on the cash flow needs of the Commonwealth along with maximizing discounts offered by vendors for prompt payment. Year over year, the growth of discounts offered with vendor contracts (18%) and discounts realized by departments (32%) brings real savings to departments’ line items. In FY08 $3.4 million was saved.   This will continue to be a high profile project for FY09.
	 E-Receipts
	Security of credit card and other revenue transactions where a citizen interacts with the Commonwealth is extremely important.  During the year, we worked with two vendors to test the systems and business processes that are part of the flow of e-commerce.  These tests will continue to evolve in the future as data security standards change due to technology and security threats.  We are also focused on increasing receipts through e-commerce.  The obstacle to increasing internet – based transactions has been the cost of credit card fees that can escalate dramatically for large payments.  Departments have started to accept automated clearing house (ACH) receipts, lowering the cost of e-commerce dramatically.  The Commonwealth is about to procure a new e-commerce contract during FY09 with a goal of increasing services and lowering costs.
	In FY09 we have outlined ongoing initiatives:
	 Upgrade of MMARS
	With much of the work performed in FY08, as of this report we are live with the upgrade of the financial system, MMARS.  The expertise and commitment of Commonwealth employees allows us to perform these upgrades in house with existing operational resources.  Continuing our established strategy to keep current with the baseline system provides expanding opportunities to streamline financial operations, compliance and reporting. 
	 Web Applications
	In addition to the financial system, the Comptroller maintains seven interactive web sites serving Commonwealth vendors, state employees, and processing internal transactions between this office and state departments. During FY08, we undertook a major initiative to provide a singular platform to house and secure these 
	applications and functionality for Intranet operations.  In FY09 development and implementation of the specialty programs will be incorporated within the framework. 
	 Encouraging Shared Services
	Shared services that are performed properly and authorized in law may lower the overall cost of operations through the reduction of redundant functions within Secretariats.  The Commonwealth should also consider consolidating back office functions for smaller departments to increase internal controls and lower costs.
	 Upgrade of HR/CMS
	The Human Resource/Compensation Management System is being upgraded over the next 2 years.  This multi-phase upgrade will enable the Commonwealth to bring processing and functional improvements, including time and attendance and labor, to the central payroll system.  In addition, the ability to offer enterprise-wide talent management solutions and self-service functionality to employee directed data will present sustained benefits to the Commonwealth. 
	 Reinvigorating Internal Controls
	The economic downturn led to difficult but necessary actions earlier this month by the Governor and the Secretary of Administration and Finance to make cuts in spending across the Commonwealth. Our immediate task will be to support departments in swiftly but thoughtfully implementing these reductions.  Second, during an economic downturn, it is vitally important to maintain internal controls to continue operations and safeguard resources.  Over the years, we have instituted strong internal controls through an ongoing campaign. We will continue to train agencies and review agency operations, working with agencies to lower risk.
	As we close the books for FY08, I again would like to express my thanks to the many dedicated employees within the Office of the Comptroller.  I am proud to have all the employees of the Comptroller’s Office on my team to help tackle these and other difficult issues as we prepare for the year ahead. And a special note of congratulations to Steve Hamilton and the members of the Disaster Recovery team: Kathy Lambert, Rob Pashkowsky, Wing Chan, Peter Murphy, Ralph DeParolisa, who were recipients of the 2008 Manuel Carballo Governor’s Award for Excellence in Public Service, the highest award the Commonwealth issues for individuals excelling to the pinnacle of what it means to be a public servant. 
	Respectfully submitted,
	Martin J. Benison
	Comptroller of the Commonwealth
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