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In 1621, King James | authorized the Council for New England to plant and govern land in this area. This Council granted the
Peirce Patent, confirming the Pilgrims' settlement and governance of Plymouth. Peirce and his associates, the merchant adven-
turers, were allotted 100 acres for each settler the Company transported. The Pilgrims had a contract stating all land and profits
would accrue to the Company for 7 years at which time the assets would be divided among the shareholders. Most of the
Pilgrims held some stock. The Pilgrims negotiated a more favorable contract with the Company in 1626. In 1627, Plymouth
colony determined upon a new economic arrangement with 53 Plymouth freemen (the "Purchasers”) agreeing to buy out the
Company over a period of years. In this passage Bradford describes how this new complex economic arrangement was
formulated:
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"Therefore they resolved, for sundrie reasons, to take in all amongst them, that were either heads of families, or single yonge
men, that were of abillity, and free, (and able to governe them selvs with meete descretion, and their affairs, so as to be helpful
in ye comone-welth,) into this partnership or purchass. First, yey considered that they had need of men & strength both for
defence and carrying on of bussinesses. 2ly, most of them had borne ther parts in former miseries & wants with them, and ther-
fore (in some sort) but equall to partake in a better condition, if ye Lord be pleased to give it. But cheefly they saw not how
peace would be preserved without so doing, but danger & great disturbance might grow to their great hurte & prejudice other
wise. Yet they resolved to keep such a mean in distribution of lands, and other courses, as should not hinder their growth in
others coming to them.

"So they caled ye company togeather, and conferred with them, and came to this conclusion, that ye trade should be managed
as before, to help to pay the debts; and all such persons as were above named should be reputed and inrouled for purchasers;
single free men to have a single share, and every father of a familie to be alowed to purchass so many shares as he had per-
sons in his family; that is to say, one for him selfe, and one for his wife, and for every child that he had living with him, one. As
for servants, they had none, but what either their maisters should give them out of theirs, or their deservings should obtaine
from ye company afterwards. Thus all were to be cast into single shares according to the order abovesaid; and so every one
was to pay his part according to his proportion towards ye purchass, & all other debts, what ye profite of ye trade would not
reach too; viz. a single man for a single share, a maister of a famalie for so many as he had. This gave all good contente."

Bradford Journal courtesy of the Massachusetts State Library — Special Collections, Text and translation, courtesy of the
Pilgrim Hall Museum.
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The theme for this year's Comprehensive Annual
Financial Report is trade and commerce within the
Commonwealth. As you will see in the pages of
this report, the Commonwealth of Massachusetts
has come a long way from the Bradford Compact.
Today we are fortunate to have a vibrant economy
buoyed by the high- and biotechnology booms,
balanced with the relative stability of our institu-
tions of banking, learning and medicine. Our per
capita income has consistently outpaced the rest of
the nation and we have active trading partners
with countries in Europe, the rest of the Americas
and the Far East. The final section of the Report
titted Other Economic Data details these results.

For over 200 years, the emblem of the cod has
remained a symbol of the Commonwealth’'s eco-
nomic beginnings, as the fishing industry provided
the Puritans with food, fertilizer, and revenue from
trade.

This year the Cavalcade of Cod, a public
art exhibit celebrating the artistic gifts and the phi-

lanthropy of Boston's business community was
launched. Decorated by professional artists,
children and celebrities, close to 100 five-foot, five-
inch fish were then installed all over town to the
delight of locals and tourists alike. A live celebrity
auction was held and all the proceeds will benefit
local charities chosen by the sponsors. To get a
peek at some of the Cod, see the last page of this
report.

Photography and text regarding the Sacred Cod
courtesy of the Massachusetts State Library —
Special Collections.

Other Cover photography courtesy of:

Lowell Textile Museum

Massachusetts Department of Agriculture

The Bostonian Society

Massachusetts Institute of Technology
Massachusetts Executive Office of Transportation
and Construction

Central Artery/ Tunnel Project
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Martin J. Benison, Comptroller
One Ashburton Place
Boston, MA 02108

Commonwealth of Massachusetts

December 19, 2000

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

| am pleased to transmit the Comprehensive Annual Financial Report
(“CAFR") for the fiscal year ended June 30, 2000 (“FY00.”) The financia
condition of the Commonwealth remains strong. Over $1.6 hillion, or
approximately 6% of budgeted revenues determined in accordance with
Generally Accepted Accounting Principles “GAAP’ is in the
Commonwealth’s Stabilization Fund, sometimes called the “rainy day”
fund. With the fund nearly at the maximum amount authorized by law, the
Commonwealth is prepared for an economic s owdown.

For the tenth consecutive year, revenues have exceeded expenditures in the
governmental funds. Some of us remember in the not too distant past, that
the Commonwesalth reported a fund deficit in accordance with GAAP of
$1.9 hillion. | am now pleased to report a positive GAAP governmental
fund balance of $2.8 billion. The GAAP Fund Balance approximates the
Statutory Basis fund balance. In FY90 and FY91, the Commonwesalth
resorted to over $1.8 hillion in deficit borrowing to start down the road of
putting itsfiscal housein order. What has caused this turnaround? Y ears of
prudent fiscal management, characterized by structurally balanced budgets,
and dtrategic investments in the Commonwesalth’s future, combined with a
favorable economy, has made the Commonwealth fiscally strong. The
Commonweslth is continuing to take steps to plan for the future. In FY 0O,
the Commonwesalth set aside $650 million to defease high interest debt that
otherwise could not be refunded. Another $205.6 million was used to fund
new infrastructure and other capital projects, avoiding additional debt
burden. These dtrategic uses of surplus to fund long-term liabilities of the
Commonwesalth has resulted in the large fund balance on both a statutory
and GAAP basis. In 1991 the Statutory Basis Fund Balance in the budgeted
funds was $237 million. However, this same balance when computed in
accordance with GAAP, was a deficit of $761 million. Today’ s GAAP fund
balance in excess of $2.8 hillion is the strongest evidence of the
Commonwealth’s decade long commitment to conservative budgeting and
dtrategic investments in its future stability. It is the ongoing challenge to
Commonwesalth policy makers to ensure that the financial condition of the
Commonwesalth remains strong.

Probably the most significant change in the Commonwesalth’s financia
management is the change in the financial rdationship with the
Massachusetts Bay Transportation Authority (“ MBTA,”) the Boston area’s
metropolitan transit system. For decades, the Commonwealth has been the
payer of last resort for the MBTA.
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MBTA Forward Funding

Sources of Funds

G.O. BondsIssued............cccvunnnne
Operating Transfers..........cocccveeeenn
Amount to be Amortized..................
Total Sources of Fundsto the MBTA...

Uses of Funds
Net Cost of Service Paid For:

Calendar Year 1999 and before...........
1/1/00 through 6/30/00...........
Working Capital..................
Total Cost of Forward Funding..........

$325,000,000
10,540,000
612,750,000
948,290,000

505,750,000
342,540,000
100,000,000
$948,290,000

Commonwealth of Massachusetts

The Commonwesalth recognized this liability on statutory basis 18 months
in arrears. For years the difference between what the MBTA spent and took
in as revenues was presented to the Treasurer as the request for a cash
advance, which was paid and then budgeted by the Legidature in a
subsequent fiscal year. While the old law provided a number of procedures
to control the growth in spending, this structure excluded the MBTA from
the normal budgetary review process. In addition, because transit fares had
remained level and contributions from cities and towns had a growth ceiling
under Proposition 2Y¥, the hill to the Commonwealth included a
disproportionate share of the increase in expense. Beginning in FY0l1, a
new funding mechanism is in place. The Commonwesalth will set aside
20% of sales tax revenues, along with amounts assessed on the cities and
towns within the service district in a separate fund. The MBTA will control
its own destiny by balancing its spending needs with available revenue
sources, including this dedicated revenue stream from the Commonwealth.
In addition, while the Commonwesalth will continue to guarantee existing
debt of the MBTA, it will not guarantee future debt issuance.

One crucial step in this process was for the Commonwealth to fund the 18
month lag in operating subsidies previoudy financed through the loaning of
cash reserves to the MBTA and the issuance of notes by the Commonwealth
and the MBTA. Under this convoluted process, conceived in the 1960’s,
the calendar 1998 operating deficit of the MBTA was appropriated in the
FY0O budget. In order to catch up, the Commonwealth needed to budget
this lag (January 1999 — June 30, 2000) in FY00. The cost of this lag is
$848 million. This cost, along with $100 million in working capital, was
financed by $325 million in General Obligation Bonds, $10.5 million in
operating appropriations and a $612.8 million capital projects fund
authorization. Additional bonds have been authorized to finance this final
piece, but only if it is determined that it cannot be supported within the
Commonwealth’s cash flow. Otherwise it will be amortized over 20 yearsin
the operating budget.

This Comprehensive Annual Financial Report, (“CAFR,”) is prepared by
the Office of the Comptroller and we are responsible for the fair
presentation of the financial statements of the Commonwesalth. The report
is presented in three sections: Introductory, Financial, and Statistical. The
three sections of the CAFR, as detailed in the table of contents, include the
information necessary for the reader to obtain a comprehensive
understanding of the Commonwealth’s financial position and the results of
its operations for FY 00.

The CAFR is prepared in accordance with GAAP as established by the
Governmental Accounting Standards Board (“ GASB,”) the professional
standards of the American Institute of Certified Public Accountants
(“AICPA,") the recommendations of the Government Finance Officers
Association (“ GFOA,” ) and the requirements of state finance law.

The Office of the Comptroller transmits the Comprehensive Annual

Financial Report in accordance with Section 12 of Chapter 7A of the
General Laws.
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BUDGETED FUNDS OPERATIONS

The portion of state finances that generates the greatest degree of interest is
the Budgeted Funds. These finds include the General, Local Aid, Highway,
and certain Special Revenue Funds which comprise the annual state budget.
These funds are also important to analyze as the bulk of their revenues are
derived from taxation and federal reimbursements. The expenditures in
these funds are largely general governmental operations, Medicaid, Local
Aid, debt service and public assistance.

The table of Budgeted Funds Operations - GAAP Bass sets forth a
multi-fiscal year view of financial performance for the Budgeted Funds
under GAAP, and also provides a comparison to the same funds as
accounted and reported under the statutory basis of accounting.

Budgeted Funds Operations - GAAP Basis
(Amountsin millions)

FY96 FY97 FY98 FY99 FYQ0
Beginning fund balances...................... $ 2874 $ 709.2 $ 1,096.3 $ 18414 $ 1,704.9
Revenues and other financing sources... 17,524.6 18,845.9 20,339.9 20,655.7 25,914.1
Expenditures and other financing uses..___17,102.8 18.458.8 19.594.8 20,792.2 25.293.9
Excess (deficiency)....ccceeeeeeeeceveeeennen, 421.8 387.1 745.1 (136.5) 620.2
Ending fund balances............cccoveueee..e. $ 7092 _$ 10963 _$ 18414 _$ 17049 $ 2325.1

Budogeted Funds Operations - Statutory Basis
(Amountsin millions)

FY96 EY97 FY98 FY99 EFY00
Bedinning fund balances...................... $ 7265 $ 1,173.0 $ 1,394.0 $ 21921 $ 21124
Revenues and other financing sources..  18,371.4 19,223.3 21,404.6 21,566.9 26,221.1
Expenditures and other financing uses._ 17,924.9 19,002.3 20,606.5 21,646.6 26,048.1
Excess (deficiency)....eeeeeeeccveeeeeeeeees 446.5 221.0 798.1 (79.7) 173.0
Ending fund balances...............c........... $ 11730 _$ 13940 _$ 21921 _$ 21124 _$ 22854
Commonwealth of Massachusetts 3 Comprehensive Annual Financial Report



On the statutory basis of accounting, which is used to develop the
Commonwealth’s budget and control its daily activities, the
Budgeted Funds have achieved positive ending fund balances for
each of the last five years. During this period, fund balance
increased from $1.2 hillion in fiscal year 1996 to $2.3 hillion in the
current fiscal year, for a cumulative improvement of $1.1 billion.

Over the same period on a GAAP basis, operating gains have
improved the fund balance from $709.2 million to $2.3 hillion, a
cumulative improvement of $1.6 billion. The widely acknowledged
efforts to accomplish fiscal balance on a statutory basis are even
more dramatic on a GAAP basis.

In FYQO, the revenues and other financing sources in the budgeted
funds totaled $25.9 hillion. The Budgeted Funds - GAAP Basis chart
shows the percentage of revenue by type contributing to that total.
Budgeted Funds expenditures and other financing uses totaled $25.3
billion. The chart depicts the percentage of each major program in
thistotal.

Historically, there have been five major items that account for almost
all the difference between the statutory basis reporting and GAAP:
the Medicaid program, subsidies to authorities such as the MBTA,
compensated absences, claims and judgments, and tax revenues. In
FY 00, the Commonwesalth’s GAAP fund balance was higher than its
statutory fund balance for the first time since the Commonwealth
began reporting on a GAAP Basis. This is primarily due to the
forward funding of the MBTA on a statutory basis.

For the Medicaid program, expenditures under the statutory basis of
accounting are equivalent to cash disbursements. Thus, hills for
services rendered during the fiscal year but not paid, or rate
adjustments owed but not paid, are not measured in that year. Rather,
they are reported statutorily in the next fiscal year when the cash is
received or paid. Under GAAP however, such items are accrued, so
that all expenditures are consistently correlated to the fiscal year to
which they pertain.

The Medicaid expenditures measured on a GAAP basis for FY00
were $4.4 hillion, which is 14.4% higher than FY99. The value of
this liability in FY00, net of federal reimbursement, was $236.7
million. For several years, the Commonwealth aggressively pursued
a policy to constrain expenditure growth in Medicaid, thus helping to
balance the overall budget.

Commonwealth of Massachusetts 4

GAAP VS. STATUTORY
FUND BALANCE
(Amountsin millions)
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The expansion in Medicaid in FY00 was due to the first full year of the
Commonwealth’s expanded digibility for services, initiated in FY98.
In the face of this expansion though, it is important to assure Medicaid
service conforms to affordabl e growth in the overall budget.

The second difference is the subsidies that the Commonwesalth had paid
to the MBTA and will continue to pay to the Regional Transit
Authorities (“RTAs.”) Through various laws the Commonweglth has
obligated itself to provide subsidies to these transit authorities for
operations and debt servicee  However, the annua budget is
appropriated on a basis which “lags’ behind the total amount of the
subsidy for the RTAs. Under GAAP, the amount obligated is accrued,
to reflect the total cost of the subsidy. Now that the MBTA funding has
been addressed this differenceis minimal.

The third difference is compensated absences. Under the statutory basis
of accounting, the vacation and sick time taken by employees is
expensed as it is used. Under GAAP, the amounts owed for vacation
earned but not yet taken, and certain amounts of sick leave earned, are
accrued and reported as expenditures of the current fiscal year. The
liability and usage trend for compensated absences has been relatively
congistent.

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

The fifth difference between statutory and GAAP relates to the
recognition of tax revenue. A taxpayer’s obligation incurred during a
fiscal year usualy is not fully collected until the ensuing fiscal year;
under the statutory basis of accounting this revenue is not recognized
until the cash is recelved. However, under GAAP, an analysis is
conducted in conjunction with the Department of Revenue (“ DOR,”)
and an accrual for revenue earned is computed. In FY 0O, the value of
accrued tax revenue from all sources was $509.4 million.

GOVERNMENTAL FUND OPERATIONS

The Governmental fund type includes al funds where the
Commonwealth imposes its sovereign authority to collect revenues and
authorize expenditures. Thisincludes all Budgeted Funds as previoudy
described (General and several Special Revenue Funds,) all other (non-
budgeted) Specia Revenue Funds, and the Capital Project Funds.
When viewed as a whole, these funds portray the Commonwealth’s
comprehensive governmental financial activity. The five-year trend of
operations, on a GAAP bass, is summarized in the table on the
following page.
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The Commonwealth bonds for capital projects in arrears. These
expenditures and financing sources are recorded in the Capital Projects
Funds component of the Governmental Funds total. The practice of
bonding in arrears allows for a high degree of certainty in project
spending, mitigating a potential adverse tax consequence. Asaresult of
this practice the Governmental Funds positive fund balance includes
FYOO expenditures that will not be funded by bonds until FYO1.
Between July 1 and December 18, 2000, the Commonwealth issued
$575.1 million in Genera Obligation Debt to finance these
expenditures. In addition, the Commonwealth issued $577.6 million in
Grant Anticipation Notes.  $279.2 million of this amount was
reimbursement for expenditures temporarily financed through the
Commonwealth’s cash flow and the balance has been set-aside to
finance expenditures as they occur in the coming year. Finally the
Commonwesalth recently issued $677 million in General Obligation
Debt, in the form of variable rate and auction rate securities, specifically
targeted toward future expenditures of the Central Artery / Tunnd
Project. These funds have been invested at rates dightly in excess of
the rate of interest on the bonds, generating net income for the
Commonwealth. Also subsequent to year-end, the Commonwealth
defeased over $400 million of existing debt as part of the process of
funding the Central Artery / Tunnd Project and various projects for
statewide roads and bridges.

$3,250 1
$2,750 1
$2,250 1
$1,750 1

$1,250

$750

$250

GOVERNMENTAL FUND BALANCE
Statutory vs. GAAP
(Amountsin millions)

11336

$644.6

O Statutory B GAAP

$1,418.1
$1,030.6

=

$2,360.7

$1,863.1

$3,182.2

$2,673.3

$2.8893 g 8261

]

FY96

FY97

FY98

FY99

Governmental Fund Operations - GAAP Basis

(Amountsin millions)

FY96 FYO7

FY98

FY99

FY00

Beginning fund balances (deficits).........coveiinenns $ (163) $ 6446
Revenues and other financing sources.................... 25,102.3 27,3729
Expenditures and other financing usss..................., 24,4414 26,986.9
EXCESS ..ottt nnaens 660.9 386.0
Ending fund balances

$ 1
31,

30.416.8

030.6
249.3

832.5

$ 18631

33,272.7 38,

32,462.5

810.2

$ 2,673.3

174.4

38.021.6
152.8

The Central Artery / Tunndl Project has frequently been referred to as
the largest public works project in the history of the United States and
an engineering masterpiece. Recently the cost of the project has been
the target of public scrutiny.

The Commonwesalth has aggressively responded to concerns regarding
the integrity of the cost estimates. An independent evaluation of the
entire estimate for the project was undertaken. The results were fully
disclosed and a finance plan for the cost increases was enacted.

Commonwealth of Massachusetts 6
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The Commonwealth has also put in place a new management team for

the Project that is committed to full, timely disclosure about schedules

and costs. The bulk of the spending remaining, outlined in the table to Central Artery/Tunnel Project
theright, on the Project is currently estimated to occur during FY 01 and (Amountsin billions)

FY 02, with final completion now targeted in FY05. Pursuant to statute

and agreements with the Massachusetts Turnpike Authority (the

“MTA”) and the Massachusetts Port Authority (* MassPort,”) the Sour ces of Funds:

entities have committed to significant ongoing contributions to the Federal Funds s 700
Commonweslth as part of the financing for this project. MTA 1793
MassPort 0.365

. . GANS 1.500

The special revenue funds receive all revenues from the Master Other Commonwealth Debt 2815

Settlement Agreement (MSA) between the states and the tobacco ot oPeetne 0553
industry to recover health care costs for tobacco related illnesses. The -
MSA estimates the Commonwealth revenues for the first 25 years of the Total Sources $ 14078
settlement at $7.6 billion. This estimate is prior to future adjustments Costs of Construction:

for inflation and changes in the volume of domestic cigarette sales. In

i o Actual Costs through FY 00 $ 9122
FY00, the Commonwealth received $326 million or 92% of the Estimated Spending:
estimated amounts shown in the settlement agreement. Of the $326 s e
million, $83.6 million was transferred to the Tobacco Settlement Fund, FYo3 0.940
a budgeted fund, with nearly half of that amount expended on various ggg ggig
health initiatives in the Commonwealth. The Fund also earned nearly —
$47 million in investment income during the year Total Estimated Costs of Construction: $ 14.075

Beginning in FYQ01, a board of public and private sector investment
experts, appointed by the Governor, the Attorney General and the
Treasurer-Receiver-General, will manage the investment of fundsin the
Health Care Security Trust Fund, the recipient of all money in the MSA.
This board has broad discretion on investment choices to increase the
assets in the fund. Annually 30% of payments into the fund and
investment earnings thereon will be transferred to the budgeted funds
for appropriation by the Legidature.

INTERNAL SERVICE FUNDS

In FY 95, the Commonwesalth established for GAAP reporting purposes
three Internal Service Funds. These funds account for the operations of
the State Employees Workers Compensation Program, a special
workers compensation program for the Central Artery/Tunnel Project,
and for the health insurance programs administered by the Group
Insurance Commission. In FY 0O, one additional internal service fund,
the Liability Management and Reduction Fund (“LMRF”) was
established. The newest fund is for a program to charge back
departments the cost of liability insurance. With the exception of
LMREF, on the statutory basis of accounting these funds have not been
created and are not reported. The adjusting entries to report these
“GAAP only” funds represent another difference from the statutory
basis.

The Human Resource Divison of the Commonwesalth administers the
Commonwealth's self-insured State Employees Workers Compensation
Program. Revenues of the program represent amounts charged to the
various Commonweelth departments. Expenses are for clams and
settlements, and accrued expenses for incurred claims, which will be
paid in the future.
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The traditional policy followed by the Commonwealth has been to set
“chargebacks’ to Commonweelth departments equivalent to claims
actually paid, typically referred to as a“pay-as-you-go” approach.

As a result, an unfunded actuaria liability of $255.4 million has
accumulated, of which $36.1 million is expected to be paid within one
year. The Commonwealth should consider a plan to base annua
chargebacks on an actuarial valuation, thus eventually funding such
liahility.

For the Central Artery/Tunne Project, the Executive Office of
Trangportation and Congtruction, with the approval of the U.S.
Department of Transportation, has created a special program to cover
all participants workers compensation and general liability claims on
the project. In this arrangement, annual premiums and investment
earnings are accumulated by the insurance carrier and held in trust on
behalf of the Commonwesalth to fund current and future claims. The
approach is expected to reduce the financial impact to the federal
government and the Commonwesalth of a potentialy expensive
component of the large, multi-year construction project.

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

The LMRF is used for charge backs assessed to departments as
premiums for the provision of insurance coverage for state agencies to
cover payment of judgments, settlements and litigation costs in tort
clams.  Through this fund, as well as other measures, the
Commonwesalth departments have a greater role in managing these
costs.

Beoinnina retained earninos (deficits)

(007 = 117 010" g1 ([0 =

OthEr TEVENUES ...ttt sessessssssaeen

Ending retained earnings (defidts)..........ovvveeeveennee

Internal Service Fund Operations

(Amountsin millions)

FY9% FYo7 FYos FY99 FY00

(234 $ (15100 $ (1403) $ (129 $ (870
....................... 687 32 266 10 $ (27
...................... 37 75 108 149 158

Commonwealth of Massachusetts

FIDUCIARY FUND OPERATIONS

The Fiduciary type of funds consists of funds where the Commonwealth
isacting as an agent, or steward for funds, which relate to another party.
The Fiduciary Fund Type includes the Expendable Trust, Non-
expendable Trust, Pension Trust, External InvestmentTrust and the
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Agency Funds.

The Nonexpendable Trusts account for assets held with restrictions and
the Agency funds account for assets managed temporarily on behalf of
other parties.

The Expendable Trusts ended FY 00 with a fund balance of $5.7 billion.
This balance is composed of $284.7 million in various Commonweglth
hed Expendable Trusts, $2.2 hillion in the Unemployment
Compensation Trust Fund and $3.1 billion in the Deferred
Compensation Trust.

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

The Commonwealth is responsible for the payment of pension benefits
to its employees and to the teachers of the cities, towns, and regional
school districts. 1t manages the operations of both the State Employees
Retirement System (“SERS’) and Teachers Retirement System
(“TRS") and reports the results of operations and net assets available to
fund employee pension benefits as Pension Trust Funds. Pursuant to
the pension reform laws, the Commonwealth fundsits pension liabilities
on along-term schedule. It isthe responsbility of the Public Employee
Retirement Administration Commission (“PERAC”) to complete
actuarial updates for the funding schedule. The current funding
scheduleis designed to fully fund the systems by FY 2018.

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

The following table presents a five-year trend analysis of the Pension
Trust Funds Operations.

Fund Balance
For Unemployment Compensation Fund
(Amountsin millions)

$2,500.0 1] $2,241.4

$2,070.5

$1,918.7

$2,000.0 -

$1,500.0

$1,000.0

FY 9% FY97 FY98 FY99 FY00

Pension Funding Process
Funded Ratio

100.0% 7

80.0% 1
85.2%
60.0% 1 72.6%
64.9%

55.8%

40.0% 1 48.8%

39.0%
20.0% A

0.0% T T T T T
1/1/90 1/1/92 1/1/94 1/1/96 1/1/98 1/1/00

Source: Public Employee Retirement Administration
Commission Actuarial Valuation Report — 1/1/00

Pension Trust Funds

(Amountsin millions)

FY96 FY97 FYos FY99 FY00
(asrestated)

Beainnina fund balances...........ccooveeerneecinnnen. $ 134832  $ 15956.2 $ 195600 $23960.0 $27,112.3
REVENUES.........coeieeiriieeireie e 3,560.6 4,729.4 5,644.0 4,517.1 5,944.3
EXDENSES.....oceeeieiecreei e 1.087.6 11256 12440 1.364.8 14772
EXCESS ..ottt 2,473.0 3,603.8 4,400.0 3,152.3 4,467.1
Ending fund balances..........cccoeevnicrninicnneen, $ 159562 _$ 19.560.0 $ 239600 _$ 271123 _$315794
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UNIVERSITY AND COLLEGE FUNDS

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

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

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

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

The University and College Fund Type reports a positive GAAP fund
balance. Approximately $2.9 hillion of this fund balance is restricted or
designated in plant funds, endowment funds, or other purposes.

University and College Fund Type Oper ations

Beainnina fund balances..........ccccccveeveeevicecrenenene

(Amountsin millions)

FY96 (1) FY97 FY98 FY99 FY00

.............................. $ 21649 $ 23633 $ 25122 $ 2621.0 $ 2.768.0

Revenues and other additionS.........c.eueereeureereeereeneeineiseieeseiseinee e . 1,816.6 1,823.7 1,461.6 1,506.8 1,6314
Expenditures and other deductions. 2,254.4 2,381.8 2,053.9 2,218.1 2,374.6
Net transfers. includina state anpropriations............cocveeeeeeereneecrenns 636.2 707.0 781.2 858.3 934.6
Net assetstransferred to UMass Memorial Health Care, Inc............ - - (70.5) -

Loss from discontinued operations - - (9.6) - (15.1)
NELINCIEBSE ...t 1984 1489 1088 147.0 1763
Ending fund BalanCes........c.cc.ceveuienirineeirecseeeee e e . _$23633 _$ 25122 _$ 26210 $ 2.768.0 2,944.3

(1) Asrestated for addition of component units

Commonwealth of Massachusetts

In FY0O, the University and colleges are commended for producing
stand-alone audited financial statements in conformity with GAAP.
These 25 schools have demonstrated accountability to their trustees, the
Governor and Legidature, and to al concerned parties, by preparing
financial statementsin accordance with GAAP.

For several years both the Comptroller’s Office and the Board of Higher
Education have encouraged all schools as a matter of policy, to commit
the requisite resources and effort to produce stand-alone audited
financial statements. The role of publicly subsidized higher education
is important to the continued enhancement of the Commonweslth’s
economy and quality of life. Accordingly, the financial accountability
and financial health of the universities and colleges is an important
public policy concern.
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COMPONENT UNITS

The Commonweslth’ s relationship to the independent public authorities,
reported as Component Units, is based on statute and contracts between
the Commonwealth and these entities.

Component Units Oper ations

(Amountsin millions)

Beginning Ending
Fund Balance/ Operating Fund Balance/
Retained Gan/ Other Retained

Earnings (Loss) Subsidy Changes Earnings

Massachusetts Bay Transportation AUROFt.............ooooooovvvvoeeessssesssee. $ (163 $ (682 $ 917 $ (170) $ (98)
MassachUSEtS TUMNDIKE AUNONILY........ooveeeeeeereeeee e onennnnnen 376 46 - (78) 344
Regional Trangt AUNOMTIES..........cvvuevmereerecereereeee e, 5 (92 49 a4 6
Massachusetts Water Pollution Abatement Trust........cccevveeeccnerinccens 99 (18) 8 33 122
Massachusetts Devel opment Finance Aaency. 36 9) 13 13 53
Massachusetts Convention Center AUNOKY................eeecsessssssssssn 9 (15) 16 1 11
Massachusetts Technoloav Park Corporation 17 - 1) - 16
Corporation for Business Work and Learnina 10 (73) 8 67 12
Massachusetts Communitv Development Finance Corporation............. 3 D) 1 1) 2
Community Economic Development Assistance Corporation............... 62 7 - 1 70
Massachusetts Corporation for Educational Telecommunications......... 3 @ 13 @ 8
Massachusetts Housina Partnership..........c.oececisisinsnscisissssins 14 5 7 9) 17
Commonweslth Zooloaical COrPOratioN............c.eereeeereeereeneserreeenenneaens 3 (5) 8 2 8
Massachusetts International Trade CouNGil........c.ovecveereecereenecineeeeennenns 1 (6] 1 - 1

TO ettt bbbt _$ 475 $ (845 _$1040 _$ (98 _$ 572

For those interested in more detailed information on the working of
these palitical subdivisions of the Commonwealth, footnote 1 to the
financial statements provides contact information where audited
financial statements for each of theses entities may be obtained.

INDEPENDENT AUDIT

The firm of Deloitte & Touche LLP, together with subcontractors
Danid Dennis & Company, Margaret Carr, CPA and Susan Perna-
Damon, CPA, and assisted by the Office of the State Auditor (* OSA,”)
have performed an independent audit of the Commonwesalth’s general
purpose financial statements for the fiscal year ended June 30, 2000.
OSA also plays a large role in the simultaneous audit of the Schedul e of
Federal Financial Assistance of the Commonwealth, as prescribed in the
Federal Office of Management and Budget's Circular A-133.

An integral part of any audit of financial statements is a plan that the
audit obtains reasonable, rather than absolute, assurance about whether
the financial statements are free of material misstatement. When
performing an audit in accordance with applicable standards, the
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auditors obtain a sufficient understanding of the Commonwealth's
internal controls to enable them to properly plan the audit and to
determine the nature, timing and extent of the audit procedures to be
performed. However, because of the characteristics of fraud, a properly
planned and performed audit may not detect such illegal acts.

The OSA is dtatutorily mandated to perform audits of the accounts,
programs, activities and functions of all departments, offices,
commissions, ingtitutions and activities of the Commonwealth. OSA
provides its knowledge, expertise, experience and resources as a
participant in the dgingle audit of the Commonwealth, which
encompasses al of the Commonwesalth’s financial operations. A more
complete discussion of this work can be found in the State Auditor’s
semi-annual report available on their web dte:
http://www.state.ma.us/sao.

We express our gratitude to the staff of the respective firms and the
Office of the State Auditor for their professionalism, advice and
counsd. The independent auditor’s report is presented in the Financial
Section.

INTERNAL CONTROL ENVIRONMENT

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

The Office of the Comptroller continues to deliver training sessions for
department managers regarding their responsibility for internal control
in the Commonwealth’ s highly automated environment.

Absolute assurance with respect to internal control is prohibitively
expensive. Using risk assessment criteria set forth in the guidelines and
stressed in the training, the objectives of the Commonwealth’s internal
control structure are to provide management and the public with
reasonable assurance that internal control systems do not have material
weaknesses.

The Office of the Comptroller has been working to further strengthen
the guidance for Internal Controls for the Commonwealth through a
statewide Internal Control Campaign. Using the Committee of
Sponsoring  Organizations (*COSO”) Report of the Treadway
Commission as a basis, the office has issued an expanded and updated
Internal Control Guide for managers of the Commonwealth. The goal
of this effort is to present a sound set of practices that enhance financial
credibility throughout the Commonweal th.

As part of the FY 00 audit, the Commonwealth emphasized the analysis
of departmental internal control plans. The goal being to have
departments not just think of their plans as fiscal control documents but
management documents that assess risk across all programmatic areas
of the department and document strategies to mitigate those risks. The
plans, which included developing customized training for particular
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departments, scheduling monthly internal control classes, devoting
hundreds of single audit hours in the review of internal control plans,
development of internal control models and risk assessment techniques
and making managers generally aware of the importance of these
controls. As a result of this emphass, the number of current year
findings have decreased, the findings repeated from previous years have
decreased, and the findings resolved in one year reached an all time
high. We clearly have the attention of our departments and plan to
continue this focus next year through the continuation of the education
process, expansion into program areas to compliment our success in the
financial arena, and increased communication of internal information at
all levels of government.

REPORTING ENTITY

The financial statements incorporate the 156 departments, agencies,
boards, commissions, institutions of higher education, the judicial and
legidative branches of government, and constitutional offices.

The departments record their daily financial operations in the state
accounting system called the Massachusetts Management Accounting
and Reporting System (“ MMARS’) operated by the Office of the
Comptroller.

In addition, the financia <tatements include independent public
authorities and the State Employees and Teachers Retirement
Systems. These component units meet the criteria for inclusion in the
reporting entity in accordance with GAAP, which are further described
in Note 1 to the general purpose financia statements.

ACCOUNTING SYSTEM
AND BUDGETARY CONTROL

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

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

During FY01 and for the next three years, the Commonwealth will take
steps to upgrade MMARS from a “green screen” mainframe-based
system to one that is an Internet based application. We believethat it is
time to upgrade the system to take advantage of current and future
technologies to position the Commonwesalth to provide seamless
integration of its e-government applications to its “back-end” budgetary
control and financial management systems.

Commonwealth of Massachusetts 13
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Note 2 to the general purpose financial statements provides a
reconciliation between the General and Budgeted Special Revenue
Funds on a statutory basis and the GAAP basis presented in the genera
purpose financial statements.

CASH AND INVESTMENTS

The State Treasurer and Receiver — General controls cash and
investments with the exception of pension assets, which are managed by
the Pension Reserves Investment Trust. Each department deposits cash
receipts daily into a Treasury controlled bank account. Weekly and
daily warrants for disbursements are prepared by the Comptroller, and
reviewed and approved by the Governor’s Council; the Treasurer issues
disbursements.  The banking and disbursement process has been
recently streamlined to optimize the use of eectronic funds transfer and
electronics benefits transfer.

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

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

FY 00 is the seventh year of the Commonwealth’s implementation of the
U.S. Cash Management Improvement Act (“CMIA.") The CMIA
requires the states to measure interest income on federal funds drawn
from the U.S. Treasury prior to disbursement, and for the U.S. Treasury
to measure interest income on funds drawn down subsequent to
disbursement. A settlement of interest due to or due from the
Commonwealth and federal government is computed.

DEBT

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

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

In FY97, Standard and Poor's upgraded the rating for the
Commonwealth’s General Obligation Debt from “A+" to “AA-". The
effect of the capital spending plan policy, the acceleration of funding of
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Cash and I nvestments
Primary Government at June 30, 2000
(Amountsin millions)

Other Investmentsand e
AsstsHedin Trugt Government Cbligations

67% 15%

Cagh and Shart Tem
Insruments
18%

*Includes amounts that arein Pension Trust Funds

Lona-Term Debt
(Amountsin billions)

Fiscal Authorized - Principa
Yex Unissued Outdanding
2000 $11.5 $12.4
1999 120 118
1998 123 110
1997 120 10.3
1996 8.2 10.1

Debt Service as a Percent of
Governmental Expenditures

Fral Free Fres Fros FYs FY% Fror Fres Fre Fro
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the Commonwealth’s pension liability and the string of operating
surpluses were cited as reasons for the upgrade. The current credit
ratings from Moody’ sis Aa2 and Fitch Investor Servicesis AA-.

As authorized by dtate finance law, the State Treasurer may utilize
short-term borrowing to support governmental cash flow. Other debt
congists of certificates of participation and capital lease agreements.
Such financing arrangements are used to acquire capital assets, for
example computer equipment and motor vehicles. The Commonwesalth
continued to utilize thisform of financing in FY 00.

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

During FY00, the Commonwesalth defeased debt through the use of
$400 million of the FY99 operating surplus through the escrow and
irrevocable trust with an escrow agent that purchased U. S. Government
securities.  Through this action, the Commonwealth defeased debt
service payments of approximately $578.9 million over the next 9 years.
At June 30, 2000, approximately $508.5 million of the bonds refunded
remained outstanding.

At the end of FY0O, as part of the Central Artery / Tunnd Project as
well as other statewide road and bridge projects, the Commonwesalth set
aside $650 million of surplus funds in its debt defeasance fund,
attributable to FY00 and prior years surpluses. In the first months of
FY 01, nearly $400 million was expended to purchase additional U.S.
Government securities held in trust by escrow agents. The debt service
savings from this action will be deposited in the fund for the Central
Artery and statewide roads and bridges. On June 28, 2000, the
Commonweslth also de-authorized $106.7 million in unissued general
obligation bonds.

RISK FINANCING

The Commonwesalth assumes the risk of loss for property damage and
personal injury, breach of contract, condemnation proceedings, and
other aleged violations of law, and is defended by the Attorney
General’s Office in such cases. In FY0O, approximately $92 million
was expended to settle such claims in specia and existing
appropriations. Based on the Attorney General’s evaluation of casesin
which it is probable that a judgment will be rendered against the
Commonwealth, and a loss incurred, an additional $32.5 million has
been accrued in the Governmental Funds at June 30, 2000.

ECONOMIC AND FINANCIAL PROSPECTS

The theme of this year's CAFR is trade and commerce in the
Commonwealth. We are proud of our healthy economy, but always
aware that change is inevitable. Massachusetts has been the center of
New England’s economy since the Bradford Compact, nearly 380 years

ago.
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Our Commonwealth is home to many world-renowned institutions of
medicine and higher education, both public and private, keeping the
economy relatively stable and full of ingenuity. Tourism is aso a
significant component of our economy, its third largest industry. For
1998, the latest data available, the Massachusetts Office of Travel and
Tourism estimates that over $11.4 hillion in direct expenditures were
created by the tourism industry in the Commonwealth. According to
the Office, these dallars supported 138,100 jobs generating nearly $3.2
billion in payroll earnings. Traveler direct expenditures also generated
$1.9 billion in federal, state, and local taxes. The Boston metropolitan
area and Cape Cod accounted for 71% of these expenditures that year.

Massachusetts employment has been growing steadily since 1992. The
Massachusetts seasonally adjusted unemployment rate, currently at
2.6%, remains below the national seasonally adjusted rate of 4.0% as of
June 30, 2000. Commonweglth per capita income continues to outpace
the nation as shown in the Massachusetts vs. United States Year to Year
Per Capita Income Graph. This graph shows that Massachusetts per
capita income level has been and is increasingly growing against the
rest of the nation.

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

Massachusetts  infrastructure provides strong support for  this
knowledge-based economy. There are over 120 colleges and
universities located in Massachusetts, and 27.2% of the residents over
age 25 have earned bachelor’'s degrees, compared to 20.3% for the
United States asawhole. Our capital, Boston, has over 20 hospitals and
three medical schools.

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

The Commonwealth’s FY01 budget forecast is consistent with the
economic trends presented above. Budgeted revenues and other
sources, as estimated by the Executive Office for Administration and
Finance, are currently projected at approximatey $21.9 hillion,
including transfers and other receipts. The estimate assumes tax
revenues will be 1.7% lower than the FY00 actual collections of $15.7
billion, after accounting for sales tax, funds dedicated to the MBTA.
This estimate also reflects the impact of two taxes cuts effective for
calendar year 2001.

On November 7, 2000 Massachusetts' s voters approved two initiative
programs that reduced persona income taxes beyond what was in the
FY 0O budget. A 5.85% rate was effective for tax year 2000 and a 5.8%
rate was effective on January 1, 2001. The voters reduced the 2001 rate
to 5.6%, the 2002 rate to 5.3% and thereafter to 5%. Thisrate reduction
has an impact of $135 million in FYOL rising to $1.2 hillion when fully
implemented in FY04. Economic theory suggests that the tax reduction
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will return to the Commonwealth in the form of increased spending
activity and therefore, higher tax receipts. In the short run, it will also
force the Commonwealth to live within the means that the citizens have
stipulated.

Charitable donations will also be deductible from earned income
beginning in tax year 2001. This has an estimated impact of $30
million in 2001 and $192 million when fully implemented. The
charitable deduction will help stimulate the not-for-profit sector in the
Commonwesalth.

After accounting for vetoes and overrides in the budget as passed, the
Executive Office for Administration and Finance projects the
Commonwealth’stotal budgeted expenditures and other usesin FYO1 at
$22.1 hillion. This edtimate assumes the spending in the
Commonwealth will decrease by 1.4% from FY 00.

The Adminigtration is engaged in an extensive mid-year review of this
estimate. The Governor will release his recommended budget for FY 02
in late January, at which time the FY 01 forecast may be revised.

SIGNIFICANT ACCOMPLISHMENTS

In FYQO, there were a number of significant accomplishments that
demonstrate accountability and sound financial management.

The Government Finance Officers Association of the United States and
Canada (GFOA) awarded a Certificate of Achievement for Excellence
in Financia Reporting to the Commonweelth for its Comprehensive
Annual Financial Report for the fiscal year ended June 30, 1999. The
Certificate of Achievement is a prestigious national award, recognizing
conformance with the highest standards for preparation of state and
local government financial reports. This is the tenth consecutive year
that the Commonwealth has received this award.

On both a datutory and GAAP basis, the Commonwealth has
maintained a positive fund balance for the tenth consecutive year. The
Commonwesalth Stabilization Fund balance, sometimes called the “rainy
day” fund, has grown to $1.6 hillion, representing the Commonwesalth’s
reserves for future purposes.

As part of the FY01 budget, the Commonwesalth established a Capital
Needs Investment Trust Fund. For the next five fiscal years, $45
million of surplus will be deposited into this fund. Of this amount, $20
million per year will create and preserve affordable housing. $11
million per year will improve technology in our public schools, and an
additional $14 million per year will be used for deferred maintenance of
state property and redevelopment of state facilities. These initiatives
are important, as they improve the livelihood of our citizens, while
creating opportunities for further economic devel opment.

The non-tax revenue optimization campaign was very successful in
FY00. With special authorization in the budget, a task force was
comprised of key persons from the Executive Office for Administration
and Finance, the Budget Bureau, and the Comptroller’s Office.
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The task force provided leadership and sponsored projects by which
outside experts were engaged on a contingent fee bass, and
departments optimized various sources of non-tax revenue (such as
federal reimbursement) by over $202 million during FY00. The
initiative is dedicated to optimizing all collection potential within the
framework of existing fee structure and program authorizations. The
non-tax revenue optimization campaign continuesin FY01.

THE FUTURE OF THE CAFR —
NEW REPORTING PRINCIPLESTO BE IMPLEMENTED

As reported to you last year, the Commonwesalth’s financial statements
are in the process of a dramatic change. Our balance sheet will now
look more like a business balance sheet. It will have a complete
picture of our government and its ancillary authorities in one entity-
wide statement. This statement will include fixed assets, including
infrastructure and long-term debt. Bond payments and interest accruals,
revenue and expenses will be reported on a full accrual basis smilar to
a business. A new “Statement of Activities’ will be more useful for
decison makers, who will be able to directly discern a function of
government’s direct and indirect costs, offset by the function’s direct
revenues. It will also include depreciation expense. It must be noted
though, that these statements are merdly different aggregations of funds
and account groups that are already being reported in this CAFR.

The process will enter its next phase in January, when we will take this
year’s CAFR and begin the process of trandating it, on atest basis, into
the new reporting format. Some systems will need to be changed,
mainly around rearranging the geography of the statements and
ingtituting depreciation for the governmental funds. The most
dsignificant component of this project is the valuation of and
depreciation of the Commonwesalth’s infrastructure. We have assembled
a working group comprised of major departments with infrastructure,
working to develop historical costs, useful lives, capitalization
thresholds and policies.

The staff of the Office of the Comptroller is working closdy with the
GASB, the National Association of State Auditors, Comptrollers and
Treasurers (“NASACT”) the Association of Government Accountants
(“AGA”) and GFOA, to implement Statement 34 and its related
statement 35 for higher education. We have aready released an
implementation guide for our schools of higher education for statements
34 and 35. This guide is available on our website. The Office of the
Comptroller is in the process of doing the same early in calendar year
2001 for our other component units.

The Division of Capital Asset Management has undertaken a concise
inventory of vertical assets in the Commonwesalth in conjunction with
implementation of its upgraded asset management software. Finally,
and perhaps, most vitally, we are working closely with our component
units and ingitutions of higher education, all of whom need to
uniformly implement exactly when the Commonwealth does.

We are also providing technical assistance and advice to our Cities,
Towns and other entities who would like to use our expertise and best
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practices to apply to their governments. We have taken the first steps to
reach our goal of issuing a pro — forma FY0l CAFR in GASB
Statements 34 and 35 format.

RECOMMENDATIONS AND CONCLUSIONS

The Commonwealth has many accomplishments in FY00 of which it
can be proud. A large number of projects to enhance or re-engineer
business processes with new technology have been performed. Such
projects relate to an array of Commonwealth activities, including
automation of welfare eigibility determination, management of casesin
the legal system, creating a new statewide client server infrastructure,
and significant changes to the Commonwealth’s administrative and
fiscal systems.

Examples of projects from the domain of administrative or fiscal
systems include: re-engineering the Commonwealth disbursement
practices to the model of eectronic commerce; exploiting the internet
with web-enabling procurement and other applications and replacing the
existing array of payroll and human resource systems with a new
payroll/human resources system (HRCMYS).

In FY98, the Office of the Comptraller, in conjunction with the
Information Technology Division and the Operational Services Division,
embarked on a pilot initiative known as the eectronic mall or
“eMALL.” This past summer, after conclusion and evaluation of the
pilot, the first “production state” e-Procurement system was launched.
eMALL is part of the Commonwealth’s on-line government initiative.
The eMALL is an extranet application where Commonwealth agencies
can prepare their orders for commodities, interact with the
Commonwealth’ s back-end financial systems, place the approved orders
with their suppliers, mark goods as received and create automated
payments through the accounting system, all done over the internet. The
eMALL will expand to other Commonwealth entities such as cities and
towns, public authorities and also to other states in order to maximize
purchasing power and realize economies of scale.

The Office of the Comptroller continued to enhance its MassFinance
website at http//:www.massfinance.state.ma.us, adding the ability of
citizens, employees and vendors of the Commonwealth to access
government information they want — when they want it.
Commonwesalth vendors can now access their remittance information,
including scheduled payment and actual payment information, on-line
at their convenience. Most recently, MassFinance was enhanced to
allow citizens as well as municipal official the ahility to query local aid
payments and assessments. In support of the e-Government initiative,
the Office of the Comptroller continues to make improvements
enhancing this web site by bringing more information and services to
the public.

The eGovernment effort will expand the existing scope of
Commonwesalth on-line services to create a fully integrated enterprise
portal for the Commonwesalth.

February of this year was the culmination of a multi-year effort to
rethink the Commonwealth’s human resource and payroll practices and
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replace multiple legacy systems with HRCMS. In a Commonwealth-
wide effort, the personnd and payroll practices of the Commonwesalth
were dissected and reconstructed. Departments across state government
were led by an Executive Committee, chaired by the Personne
Administrator, James Hartnett. The committee had representatives from
the Judiciary, Board of Higher Education, Group Insurance Commission,
Information Technology Division, Fiscal Affairs Division and the Office
of the Comptroller. Examples of the business process changes include
the elimination of paper.

Prior to HRCMS, 68% of employees received their pay through direct
deposit. Today, over 93% do, reducing banking costs across the
Commonwealth. All payroll deductions have also moved to electronic
processes. Checks and paper reports have been replaced with electronic
payments and data files for all payroll deductions, such as purchases of
trandt passes, insurance, annuities and payments among the
Commonwesalth departments. This project eiminated the control risks
and inefficiencies associated with the payment of $250 million annually.
A dedicated team of state employees and contractors worked countless
nights and weekends making this, the firss major financial system
replacement since 1986, an outstanding success. With the
implementation of HRCMS, systems are more flexible and efficient.
Information has become readily accessible to decision makers in the
Commonwesalth.

Finally, the long-feared Y 2K crisis never arrived in the Commonwealth.
This was not because the risk did not exist. The dedicated effort of
thousands of employees across the Commonwesalth identified systems
and software that were non-compliant and implemented solutions to
insure uninterrupted service as we entered the new millennium. Under
the leadership of the Chief Information Officer, David Lewis, the
Commonwesalth in many instances did more than solve the problem. We
used Y2K as an opportunity to review business practices and the
technology supporting those business practices. As a result, instead of
carrying 1990's technology forward into the next century, new systems
taking advantage of new technologies have been put in place.

Building upon the observations in this letter, a detailed review of these
financial statements suggests the need for action to further improve and
strengthen state finance law and fiscal practice.

The Commonwealth must constantly monitor and update its systems
and controls. Upon taking office 18 months ago, | began a multi-year
effort to expand awareness of and the quality of internal controls
throughout the Commonwesalth. We have asked each department, at its
highest levels, to assess its risks and target controls to manage those
risks efficiently and effectively. Toward this end the Office of the
Comptroller has continued a multi-pronged effort to improve controls
throughout the Commonwealth. This effort must continue.

The Commonwealth must ensure that its bills are paid timely. A
solid reputation of timely bill payments benefits both our business
partners and the taxpayers. During FY 00, this office began a campaign
with the Chief Fiscal Officers in the 156 state departments to improve
the percentage of bills paid within 30 days. The timing and focus on hill
paying improved the Commonwesalth’ s bill payment track record
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this year to 82% of all bills paid within 30 days. This effort will
continue until we have reached and maintained a 95% levdl.

The management of spending to the administratively capped debt
limit should continue. The Commonwealth has committed to an
extensive capital projects agenda and great discipline will be needed to
assure spending on these projects is matched with financing from
bonds, federal reimbursement, transfer of budgetary surplus and
financial participation from component units. Assuring proper balance

between outflows and inflows, and limiting the segment funded by
bonds to the administratively imposed limit, will be a major challenge.

The Commonwealth should continue to emphasize optimization of
both tax and non-tax revenues. This statewide campaign has
generated nearly $202 million in revenues since FY96. The revenue
optimization strategy should continue.

The Commonwealth must continue its investment in information
technology as a means of delivering services as expeditioudy and
transparently as possible. This fall, Governor Cellucci launched a
statewide initiative, under the direction of Secretary Crosby, to re-
conceptionalize the way government interacts with its customers. As
part of the initiative, we will serve our citizens quickly, fairly and as
accurately as possible on their schedules. We will eiminate “stand-
alon€’ systems to streamline information. We will make it as easy as
possible for citizens to interface with us. In our increasingly busy and
dynamic world, it is critical that government continues to “re-invent”
itself.

| again would like to express my thanks to the many dedicated people
within the Office of the State Comptroller. We have had another
successful year within the office. Our office has undertaken many tasks
this year: a successful Y2K transition, a successful implementation of
the HRCMS system, and a dedicated effort helping to implement
forward funding of the MBTA. As we go forth into FY0l1, we are
embarking on the redesign of our separate Comprehensive Annual
Financial Report due to Government Accounting Standards Board
Statements 34 and 35, and an upgrade to the Commonweslth’s
accounting system, MMARS. | am proud to have all the employees on
my team to help tackle these and other difficult issues of the future.

Respectfully submitted,

Martin J. Benison
Comptroller
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As English immigrants, the first settlers came from a soci-
ety already undergoing a capitalist transformation. They
were able to take advantage of new commercial organiza-
tions, such as the Joint-stock company, and they benefited
from English credit and investment. Many New England
settlers had firsthand experience with commercial agricul-
ture, trade, or manufacturing. As Puritans, they were com-
mitted to a religion that valued hard work and to a civic
culture that favored strong government action in the name
of the common good.

Second, the colonists encountered not a virgin environ-
ment but one that had already been shaped and cultivated
by Native Americans. Settlers were able to live in shelters
built by Indians, to farm fields already cleared by the
Indians, to plant seed obtained from the native inhabitants,
and to trade for meat. These early appropriations and
exchanges made all the difference between starvation and
survival in the difficult early years of settlement. Later, the
Indian fur trade provided the colonists with their only real
export commodity with which to pay for needed imports from
home.

The fur trade represented the single most important source of
foreign exchange before 1640, and New Englanders avidly
pursued their modest comparative advantage in this industry.
Plymouth maintained fur trading posts in Maine near the
Penobscot and Kennebec rivers, at Windsor on the
Connecticut River, at Narragansett Bay, and on Long Island
Sound. Those residents of Salem, Boston, and Cambridge
who were licensed by the Massachusetts General Court — and
some were not-trucked with the Mohegans Pequots,
Narrangansetts, Shunnecocks, and other southern New
England and Long Island tribes, exchanging for beaver the
necessities of corn, knives, kettles, and cloth (and despite
legislation to the contrary, liquor, firearms, and powder).

William Pynchon of Springfield and his son John shipped
cargoes of beaver worth nearly $5,600 to England. Such prof-
its enabled men like the Pynchons to purchase land and
invest in agriculture, cattle, mills, and shop good for
European customers, paving the way for a more diversified
local economy later. Rivers that had once contained beaver
could be exploited for their falls and dams as potential mill
sites.

New England farmers exchanged their grain for a variety of
goods and services, from furs to knowledge
about growing food. Farmers and traders discov-
ered that they could prosper by supplying surplus
meat, horses, and grain to other colonies where
specialization in tobacco, sugar, or fishing
replaced production of foodstuffs. The rich fishing
banks off New England provided another export
“crop”, codfish.

Photography of Constance Hopkin's beaver pelt
hat and of Interview with Massasoit by Eastman
courtesy of Pilgrim Hall Museum.

Text from Engines of Enterprise —
An Economic History of New England,
Harvard University Press.

Photography of farmers courtesy of the Essex
Agricultural- Technical High School
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EACRED COD, HOUSE OF REFHESERTATIVES, STATE HOUSE BOSTON, MASS,

The "Sacred" Cod dates to the Old State House, when, in 1784, legislator-trader John Rowe
"moved the House that leave might be given to hang up the representation of a Cod Fish in the
room where the House sits, as a memorial of the importance of the Cod-Fishery to the welfare of
the Commonwvealth, as had been usual formerly." (lts predecessors were destroyed either in Old
Town House fires or during the Revolutionary War.) When the new State House was occupied in
1798, during the administration of Governor Increase Sumner, the "Sacred" Cod, wrapped in an
American Flag, was borne up Beacon Hill and placed in the Chamber of the House of
Representatives.

Independent Auditors’ Report

General Purpose Financial Statements

Notes to General Purpose Financial Statements

Combining and Individual Fund Statements and Account Group Schedules
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Beginning in the late 1630s and especially after
1640, New England town and provincial
government used all of the tools within their
power to foster economic growth. They gave out
bounties and special concessions to desired
projects, relying, as they had in the past, on
"mixed enterprise," in which government provided
a variety of incentives to private individuals who
engaged in commercial activities deemed in the
public interest: sawmills, gristmills, iron slitting
mills that produced nails, or fulling mills that
treated cloth, saltworks, and glassworks. They
built or supported the building of roads, bridges,
inns, and ferries. They issued patents and
monopoly grants to inventors.

The Saugus Iron Works was America’s first
sustained, integrated, and successful iron works
venture, which operated on the Saugus River
from 1646 to about 1670. The Saugus Iron
Works National Historic Site is the best evidence
and demonstration of the earliest development of
iron manufacturing in colonial America. The
technology used here was dispersed throughout
the colonies and was critical to the development
of iron manufacturing in America.

Photography and text courtesy of the Saugus Iron Works National Historic Site.
Text from Engines of Enterprise — An Economic History of New England, Harvard University Press.
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Deloitte & Touche LLP
200 Berkeley Street
Boston, MA 02116

Deloitte
& Touche

INDEPENDENT AUDITORS’ REPORT

Mr. Martin J. Benison, Comptroller
The Commonwealth of Massachusetts

We have audited the accompanyinggeneral purpose financial statements of the Commonwealth of
Massachusetts (the “ Commonwealth”) as of June 30, 2000, and for the year then ended as listed in the
foregoing Table of Contents. Thesegeneral purpose financial statements are the responsibility of the
management of the Commonwealth. Our responsibility is to express an opinion on theggeneral purpose
financial statements based on our audit. We did not audit the financial statements of the institutions of
higher education and their blended component units listed in Note 1 which reflect 100% of the total assets
and 100% of the total revenues of the University and College Fund TypeWe did not audit either the
financial statements of the Massachusetts Municipal Depository Trust, as they relate to the External
Investment Trust which is an investment pool for political subdivisions of the Commonwealth, or the
financial statements of the Pension Reserves Investment Trust which is the investment vehicle of the
Commonwealth’s Pension Trust Funds, the financial statements of which reflect 78.4% and 84.0%,
respectively, of the total assets and total additions of the Fiduciary Fund Type. We did not audit the
financial statements of the discretely presented component units listed in Noté& which reflect 99.1% of
the total assets and 93.7% of the total revenues of the discretely presented component unitsThose
financial statements were audited by other auditors whose reports thereon have been furnished to us, and
our opinion, insofar as it relates to the amounts included for the entities not audited by us included for the
University and College Fund Type, Fiduciary Fund Type, and the discretely presented component units
referred to above, is based solely on the reports of the other auditors.

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

Deloitte
Touche
Tohmatsu



In our opinion, based upon our audit and the reports of the other auditors, such general purpose financial
statements referred to above present fairly, in all material respects, the financial position of the
Commonwealth as of June 30, 2000, and the results of its operations and the cash flows of its Internal
Service Funds, Nonexpendable Trust Fund, and discretely presented component units for the year then
ended in conformity with accounting principles generally accepted in the United States of America

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

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

Deloitte & Touche
Boston, MA
December 19, 2000



General Purpose
Financial Statements

When seventeenth-century settlers brought their knowledge of the ancient European whaling industry to the shores of New
England, they were not the first to hunt the great beasts. Native Americans who lived along the coasts of the continent used car-
casses of dead whales that washed up on shore for food, oil, and bone and employed canoes to pursue whales that swam
into shallow coastal waters.

As the number of whales near shore inevitably declined, the colonists chased whales in single-masted sloops. As the market
for whale products increased, whalemen undertook longer journeys. During the first years of deep sea whaling, it was the cus-
tom to cruise eastward in spring as far as the Azores, then south along the Guinea coast of Africa, and then east to the coast of
Brazil; then return to home, take on supplies, then head north to the Davis Straits, between Greenland and North America, for
the summer.

As whales became scarcer on these hunting grounds, American whale-
men began to fan out into the major oceans of the world, by building
vessels that were large enough to make voyages lasting several years.
War devastated the industry between 1776 and 1815, however after the
war, thirty years of expansion of the whaling fleet began. The New
Bedford area fleet continued to grow, reaching a peak in 1857 when 329
New Bedford whaleships, valued at more than $12,000,000, employed
10,000 men.

The decline of the industry was caused by several factors, principally
the discovery of petroleum in 1859. Kerosene, distilled from petroleum,
proved to be superior to whale-oil for lighting. The American whaling
industry might have died after the Civil War, had it not been for an
increasing demand for baleen, which is found in the mouths of baleen
whales. Made of keratin, a substance that is also part of finger nails,
baleen was used for making carriage springs, corset stays; fishing
rods; frames for traveling bags, trunks, and women's hats; hoops for
women's skirts; horse whips; and umbrella and parasol ribs. The devel-
opment in 1906 of spring steel eventually ended the market for baleen.

Photography and text courtesy of the New Bedford Whaling Museum
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All Fund Types, Account Groups And Discretely Presented Component Units
Combined Balance Sheet

June 30, 2000
(Amounts in thousands)

Primary

Proprietary
(Governmental Hund | ypes Fund 1ypes

Special Capital Internal
General Revenue Projects Service

ASSEISAND OIHERDEBI T &
Cash and short-term investments..

$ 2,298,140 $ 1,721,829 3 - 3 -
- 76,033 - -

- - - 266,552
Investments of deferred compen: -
ANnuity contracts.......... -
Assets held In trust - - - 21,280

1,080,175 162,039 - -
493,430 520,625 - -

105,087 146,681 53 -
4,166 495 - -

Other receivables.....
Due from cities and towns...
Due from primary governmen
Due from other Tunds...........
Due tfrom component units...
Inventory.

Fixed asset
Other assets....
Amounts avallable for retirement ot general long-term obligations.
Amounts to be provided Tor retirement of general long-term obligations. - - - -

Total assets and other debits..........cccveveiriiiiieicccec $ 4,521,494 $ 3,259,012 $ 482,452 $ 308,405

510,645 141 482,399 20,5/3
29,251 -
- 25,169 - -

LIABILITIES, EQUITY AND OITHER CREDI I &

Liapilties:
Accounts payable....
AcCrued payrall.......
Compensated absences...
I ax refunds and aparements payaple...
Dueto cities and towns.....
Due to primary government.
Dueto other tunds............
Due to component units....
Dueto tederal government
Deferred revenue..
Prizes payable...
Agency liapilities..
Clams and judgments...
Deposits and unearned revenue...........
Other accrued liabilities.......
Capital lease opligations.........
Bonds, notes payable and certiticates of participation
School construction grants payable.
Total liabilities.
Equity (deficit) and other creaits:
Investment 1n general fixed assets. - - - -
CONUTIDUIE CAPITAL. ...ttt - - - -
Retained earnings:
Reserved Tor Investiment programs... - - - -
Reserved for bond retirement
Reserved Tor central artery Workers compensation. - - - 169,561
UNEESEIVE. .....vooveoevesreesssesssssssssssssesssassssssssessesssnsssessssssssssssnsssesssssssnssans - - - (243,498)
Fund balances (deficit):
Reserved tor continuing appropriations.
RESErVed 10r tax reduCtioN. ............eeve..
Reserved tor Commonwealth stabilization.
Reserved Tor employees pension benetits...
Reserved for deferred compensation....
Reserved Tor unemployment benefits...
Reserved for retirement of Indebtedness.
Reserved Tor nonexpendable trusts.
Reserved tor capital projects..........

$ 995,210 $ /01,516 $ 389,593 3 405

8/,85Y 36,552 2,315 -

158,311 5/,581 4,962 -
638,828 425,885 -

397,706 1/0,594 416,049 -
209,622 30,512 160,770 -

22,082 - 24 -
194,476 180,318 23 -

32,500 - - 381,93/

- 123,489 - -

2,736,594 1,726,447 973,736 382,342

184,143 68,323 - -
(1,203 -
1,608,382 - - -

- 126,033 - -

- (1,374 223,508 -

Reserved tor investment pool participants.

Unexpended plant tunds. - - - -
Renewal's and replacements.
Net Investment In plant..... - - -
Unreserved and undesignated.. (14,828) (30,835 (/14,192) -
Total equity (deficit) and Other Credits.............rvvverrvereeereseese e 1,784,900 1,532,565 (491,284) (73,937)
Total liahilities, equity and Other Credits...........oov..oervveeeereeeeeeeeeeeeeeeeeeeeeeree $ 4521494  $ 3259012 $ 482452  $ 308,405

See notes to general purpose financial statements.
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Government

University
Hduciary and College lotals
FuNa | ypes Fund 1ype Account Groups (Memorandum Only)
General Genera
I rust university Hxed Long-term Component
and Agency and Colleges ASSELS Obligations 2000 1999 units
3 4,002,518 3 206,481 $ - $ - 8,234,968 3 6,946,016 3 1,203,021
- - - - 76,033 /5,165 -
2,050,556 153,210 - - 2,203, (66 1,929,634 -
31,280,296 595,820 - - 31,8/6,116 2,330,172 800,319
- - - - 266,552 282,28/ 1,007,198
3,129,533 - - - 3,129,533 2,480,398 -
1,406,952/ - - - 1,406,952/ 1,415,716 -
2,121,94/( - - - 2,143,22/( 1,965,432 5,441
21/(,926 - - - 2,099, 7140 1,914,132 -
1,214 19,946 - - 1,035,215 920,372 122,88/
4,43/ 51, /96 - - 56,233 5b,26Y 1,/34,bb6
45/,135 184,882 - - 8Y3,838 907,994 125,599
- - - - 5,261 239,632 1/,1/8
- - - - - - 400,904
- 106,481 - - 1,120,239 3,815,851 -
- - - - 29,251 15,634 -
- 12,131 - - 37,300 36,/34 42,291
- 2,/04,153 3,91/,/30 - 6,621,883 6,355,315 8,691,232
11,35/ 21,281 - - 38,638 23,15/ 122,340
- - - 16,033 16,033 461,15/ -
- - - 17,394, (80 17,394, (80 15,596,903 -
$ 44,683,046 $ 4,062,181 $ 3,917,730 $ 17,470,813 78,705,133 $ 72,767,570 $ 14,273,077
3 1,203,553 3 88,655 $ - $ - 3,378,932 3 2,890,572 3 96,90/
290 80,125 - - 207,141 119,222 41,528
813 114,832 - 146,4/3 482,972 435,749 9,081
12,246 - - - 1,076,954 1,028,949 -
26,4/6 - - - 26,4/6 25,260 145
- - - - - - 129,251
- 135,890 - - 1,120,239 3,815,851 -
- - - - 400,904 415, /51 -
- - - - 22,106 1/,5/1 24
9,122 19,846 - - 403, (85 260,996 105,025
1,406,952/ - - 6,409 1,412,936 1,418,932 -
2,369, rUU 4,202 - - 2,313,902 2,183,623 5,441
- - - 134,800 549,23/ 521,062 (1,959
- 14,316 - - 14,316 11,037 -
8,721 (/1,043 - - 209,253 213,618 300,490
- 75,031 - 53,454 128,490 158,87/ 543,25/
- 507,904 - 12,383,101 12,891,005 12,083,744 (,850,986
- - - 4,/46,5/1 4,/46,5/1 3,962,903 -
5,037,448 1,117,844 - 17,470,813 29,445,224 29,563,717 9,159,694
- - 3,91/,/30 - 3,91/,/30 3,823,678 -
- - - - - - 4,448,246
- - - - - - 428,15
- - - - - - 10,142
- - - - 169,561 161,156 -
- - - - (243,498) (248,1/6) 134,095
- - - - 252,466 212,166 -
- - - - 1,203 6,818 -
- - - - 1,608,382 1,388,523 -
31,579,452 - - - 31,579,452 21,112,399 -
3,133,6/U - - - 3,133,6/U 2,480,398 -
2,241,3/6 - - - 2,241,3/6 2,070,466 -
- 39,405 - - 165,438 490,20 -
5,834 - - - 5,834 5,835 -
- - - - 230,882 468,469 -
2,400,474 - - - 2,400,474 2,100,546 -
- 262,310 - - 262,310 243,068/ -
- b/,bre - - b/,bre 60,692 -
- 34,486 - - 34,486 34,86/ -
- 2,349,008 - - 2,349,008 2,21(,129 -
284, (92 191,392 - - 4/(,399 574,930 92,185
39,645,598 2,944,337 3,917,730 - 49,259,909 43,203,853 5,113,383
$ 44,683,046 $ 4,062,181 $ 3,917,730 $ 17,470,813 78,705,133 $ 72,767,570 $ 14,273,077
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All Governmental Fund Types, Expendable Trust Funds and Discretely Presented Component Units
Combined Statement Of Revenues, Expenditures And Changes In Fund Balances

Fiscal Year Ended June 30, 200C
(Amounts in thousands)

Primary

Governmental Fund Types

Special Capital
General Revenue Projects
Revenues:
LI G SO O U P PP PP PPPPTPUR PPN $ 9,343,264 $ 6,352,218 $ -
73,061 389,415 -
Federal grants and reimbursements.... 2,915,672 3,143,371 2,216
Departmental 546,620 4,715,446 96
Deferred compen: . - - -
Miscellaneous..........oeeveervenieeniennns . 228,663 421,123 63,523
1 OLAI FEVENUES......euevieesietestesietesteeesesteeetesteeebesseseesesbeseesessesesbe st eneebesseseesesbeseasasenes 13,107,280 15,021,573 65,835
Other financing sources:
Proceeds of general obligation DONGS.............covieeiiiinieicne e - - 1,761,621
Proceeds of grant anticipation notes... - - -
Proceeds of refunding bonds........ - - -
Proceeds of capital leases................... 8,851 - -
Transfersin from primary government . - - -
Transfers from component units.. 5,515 - 100,000
Operating transfersin.............. 1,009,667 5,110,785 1,983,262
1 0tal OtNEr TINANCING SOUICES. ....c.veuveviteneetesteseeseesessesesseseesesbeessessesessesseseesesseseasessens 1,024,033 5,110, /85 3,844,883
1 otal revenues and Other TINANCING SOUMCES.......uvveeerereeeeresieeesestesessessesessesseessesees 14,131,313 20,132,358 3,910, /18
Expenditures:
Current:
LEOISBIUNE. ...t r e 51,443 - -
Judiciary.......... 543,996 276 -
Inspector General.........cccccveeeeee. 2,461 - -
Governor and Lieutenant Governor. . 5,563 50 -
Secretary of the Commonwealth...... . 40,859 727 -
Treasurer and Receiver-General.. 79,755 3,402,952 -
Auditor of the Commonwealth. . 14,538 738 -
Attorney Generdl.................. ) 26,369 8,090 -
Ethics Commission. 722 726 -
District AtOrNEY........coverveveeinrinieens 64,958 11,895 -
Office of Campaign and Political Finance.. 451 452 -
Sheriff's Departments..........ccccccevvvreennn. 175,848 2,288 -
Disabled Persons Protection Commission.. . 1,584 - -
Board of Library Commissioners........ . 4,395 5,624 -
Comptrollef.......cccvvviveicnnnnne. ) 7,742 - -
Administration and finance.. 892,306 299,843 -
Environmental affairs........... 67,727 173,063 -
Communities and devel opment 97,672 307,792 -
Health and human services....... 3,325,401 1,998,123 -
Transportation and construction.. . 48,189 180,062 -
EdUCaiON......covvrveieiirieiriereens . 182,634 1,170,233 -
Higher education. 107,746 3,095 -
Public safety........... 465,058 413,903 -
Economic development.. 11,285 26,926 -
Elder affairs............ 177,073 39,476 -
Consumer affairs. 40,391 29,737 -
38,901 148,778 -
3,902,274 478,416 -
143,454 254,752 -
Deferred compensation.. . - - -
Dir€Ct 0CAl @I0.....cvieeeieeeieiirieee st 16,130 4,701,347 -
Capital outlay:
(o - o OSSPSR PRUSO PRSP - - 46,613
Capital acquisition aNd CONSITUCLION. .........coverrerrireerese e - - 2,468,790
Debt service:
PrinCipal FEIreMENt........ccceiiiiiiieieee e 411,742 259,722 -
Interest and fiscal charges. 244,053 321,498 -
1 OLAl EXPENAITUIES......c.vevevenietieteeeteete e testeseesesbeessessesestesseseesesbeseesesbesessessenestessenens 11,192,/20 14,240,584 2,515,403
Other financing uses:.
Payments to refunded bond ESCrowW ageNt..........cccveiireeireninenieese e, - - -
Operating transfers out...........c.coeveevenne. . 3,904,647 2,450,440 1,644,854
Transfers of appropriations.. 928,355 2,162 -
Transfers of bond proceeds... . - - 62,360
Transfers to COMPONENT UNITS..........ooviirireereiriseeeesre e 636,826 101,037 342,171
1 0tal OtNEr TINANCING USES.....veveuieieierietestesestessesesteseeseesesaesessessesessessesessessesessessesessn 5,469,828 2,553,634 2,049,385
1 otal expenditures and OtNEr TINANCING USES........c.viuereererreeeresseesresseeesessesessesseessens 16,662,548 16, /94,223 4,564, (88
Excess (deficiency) of revenues and other financing sources
over expenditures and Other fiNANCING USES..........coverririreeireniseeeesre s (2,531,235) 3,338,135 (654,070)
Fund balance (deficits) at beginning Of YEar.........cccvvverieineieisieeeseseseeseee e 4,316,135 (1,805,570) 162,786
FUNd balance (OEFICITS) 8L €N OF YEAI .......cveuerrireeiereereie ettt ese e nnens $ 1,/84,900 $ 1,532,565 $ (4Y1,284)

See notes to general purpose financial statements.
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Component

(Government unit

Fiduciary Massachusetts

Fund Type (Memorandum Only) Technology

Expendable Park

Trust 2000 1999 Corporation
$ 863,086 $ 16,558,568 15,166,732 -
86 462,562 546,477 -
31,396 6,092,655 5,697,229 -
17,158 5,279,320 4,870,105 50,168
756,596 756,596 567,569 -
300,250 1,013,559 736,347 3,571
1,968,572 30,163,260 2(,584,459 53, /39
- 1,761,621 1,014,803 -
- - 319,434 -
- - 498,793 -
- 8,851 9,392 -
- - - 1,200
- 105,515 1,056,412 847
20,529 8,124,243 4,562,080 -
20,529 10,000,230 /,460,914 2,04/
1,989,101 40,163,490 35,045,373 bb, (86
- 51,443 51,371 -
241 544,513 511,130 -
- 2,461 2,231 -
- 5,613 5,410 -
59 41,645 33,106 -
1,274 3,483,981 2,783,978 -
241 15,517 14,336 -
1,635 36,094 51,054 -
- 1,448 1,385 -
3,463 80,316 75,739 -
- 903 2,498 -
9 178,145 134,390 -
- 1,584 1,504 -
- 10,019 9,806 -
- 7,742 7,518 -
5,334 1,197,483 1,061,234 -
12,295 253,085 238,216 -
1,898 407,362 357,698 -
20,948 5,344,472 5,178,659 -
559 228,810 138,385 -
4,149 1,357,016 1,265,698 -
153 110,994 97,413 -
2,169 881,130 863,239 -
366 38,577 57,607 5,956
35 216,584 196,848 -
13,848 83,976 75,486 -
898,235 1,085,914 1,050,539 -
- 4,380,690 3,828,653 -
- 398,206 324,247 -
103,324 103,324 93,626 -
- 4,717,477 4,405,439 -
- 46,613 73,485 -
- 2,468,790 2,601,933 -
- 671,464 658,557 -
- 565,551 553,685 -
1,070,235 29,018,942 26,806,103 5,956
- - 498,793 -
66,050 8,065,991 4,499,734 -
- 930,517 862,021 -
- 62,360 58,681 -
- 1,080,034 841,144 -

66,050 10,138,902 6,/60,3/3

1,136,285 39,157,844 33,566,4 /6 5,956
852,816 1,005,646 1,478,897 49,830
4,807,022 7,480,373 6,001,476 42,355
$ 5,659,838 $ 8,486,U1Y /1,480,373 92,185
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General And Budgeted Special Revenue Funds
Combined Schedule Of Revenues, Expenditures And Changes In Fund Balances -
Statutory Basis - Budget And Actual

Fiscal Year Ended June 30, 200!
(Amounts in thousands)

General Func
Variance
Favorable
Budget Actual (Untavorable)
Revenues:
Taxes........... $ 8,905,200 $ 9,341,792 $ 436,592
ASSESSMENES.....ovviiiieeee e - 76,109 76,109
Federal grants and reimbursements... 2,713,100 2,807,999 94,899
Departmental...........cceeevreerinnene. 870,200 596,844 (273,356)
MISCEITANEOUS........eouviriierieete et - 145,136 145,136
TOAl FEVENUES........eciiiiiiiee s 12,488,500 12,967,880 479,380
Other financing sources
Transfer for MBTA contract assistance... - 154,430 154,430
MBTA forward funding transfer.......... - 612,750 612,750
Operating transfersin................ 295,800 420,372 124,572
Stabilization transfer.... . - - -
Fund deficit elimination............ . - - -
Federal reimbursement transfer iN.........ooevveeevienieieneeseee e - - -
Total other fINANCING SOUICES..........uviieiiiiiiec it 295,800 1,187,552 891,752
Total revenues and other TINANCING SOUICES............coivueieriiiiineniinenas, 12,784,300 14,155,432 1,371,132
Expenditures
LEGISIAIUE. ......oviiiie e 76,422 51,932 24,490
Judiciary............. 545,742 534,691 11,051
Inspector General.........ccoeevereennene 2,435 2,429 6
Governor and Lieutenant Governor... . 6,115 5,514 601
Secretary of the CommOonWEaItN...........c.cooviriiiiniereee e 41,533 40,419 1,114
Treasurer and ReCaIVEr-General.........cocevveeereeiinic e 148,937 107,457 41,480
Auditor of the Commonwealth... 14,182 14,141 41
ALLOrNEY GENENAL.....o.eieiiieiieeeeeteee e 29,322 26,048 3,274
Ethics Commission 749 711 38
District AttOrney.........ccceeveveeiveneeneenens 64,609 64,046 563
Office of Campaign and Political Finance... 445 443 2
Sheriff's Departments..........ccccceeeeveeeeenne. 177,931 172,162 5,769
Disabled Persons Protection Commission. . 1,600 1,558 42
Board of Library COMMmISSIONENS........ccveverieriieieiieneesie e 4,395 4,395 -
Comptroller.......ccoeveeveeiieneennens 7,175 7,148 27
Administration and fiNANCE............ccerveiirrierieeee e 1,011,123 914,861 96,262
Environmental affairs.......... 82,297 65,716 16,581
Communities and development... 117,523 99,686 17,837
Health and human services......... 3,375,187 3,283,867 91,320
Transportation and construction. . 993,863 991,819 2,044
Education...........ccceeeeineininncne . 19,037 17,116 1,921
Higher education. . 989,555 976,409 13,146
PUDIIC SAFELY.......oviiiiiiciicie e 469,383 450,518 18,865
Economic devel opment. 13,055 11,247 1,808
Elder affairs.............. 185,029 176,981 8,048
CONSUMES @TAITS.......eeieeeietieteee e 41,900 39,840 2,060
Labor.......cccoueeee. 49,637 43,854 5,783
Direct 10Cal @Id.......cccveuiiiiiiriciree e, 1,480 1,372 108
Medicaid... 3,857,248 3,850,824 6,424
PENSION. ...t 382,389 381,509 880
Debt service:
Principal retirement..........cooevieiieieneere e 414,832 411,742 3,090
Interest and fisCal Charges........oovevvevirieriee e 246,852 244,053 2,799
Total eXPenditUres..........ccoiviuiiiiiieere e, 13,371,982 12,994,508 377,474
Other financing uses
Fringe benefit Cost @SSESSMENL........eciviiiiiieieee e - - -
Transfer for MBTA contract assistanc. - - -
Operating tranSfarS OUL........ccvereerieiereeiieee e 505,273 831,854 (326,581)
Stabilization transfer.... . - 68,923 (68,923)
Fund deficit elimination............c.ccoveiiiiininc e - 2,979,782 (2,979,782)
Total other fiNANCING USES........coeiviriirieieieieeerie e 505,273 3,880,559 (3,375,286)
Total expenditures and other financing USES...........cooeieieieeiencncnne 13,877,255 16,875,067 (2,997,812)
Excess (deficiency) of revenues and other financing sourci
over expenditures and other financing uUses.... . (1,092,955) (2,719,635) (1,626,680)
Fund balances (deficits) at beginning of Year...........ccceeerieveeicneennne 2,977,098 2,977,098 -
Fund balances (deficits) at end of Year..........cccoeeeiinieiiceeeee $ 1,884,143 $ 257,463 $ (1,626,680)
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Totals

Budgeted Special Revenue Fun (Memorandum Only)
Variance Variance
Favorable Favorable

Budget Actual (Untavorable) Budget Actual (Untavorable)
$ 5,881,800 $ 6,346,824 $ 465,024 $ 14,787,000 $ 15,688,616 $ 901,616
23,426 32,965 9,539 23,426 109,074 85,648
883,000 837,551 (45,449) 3,596,100 3,645,550 49,450
492,371 499,544 7,173 1,362,571 1,096,388 (266,183)
90,903 124,743 33,840 90,903 269,879 178,976
7,371,500 7,841,627 470,127 19,860,000 20,809,507 949,507
- - - - 154,430 154,430

- - - - 612,750 612,750

828,156 1,126,959 298,803 1,123,956 1,547,331 423,375

- 114,871 114,871 - 114,871 114,871

- 2,979,782 2,979,782 - 2,979,782 2,979,782

- 2,431 2,431 - 2,431 2,431

828,156 4,224,043 3,395,887 1,123,956 5,411,595 4,287,639
8,199,656 12,065,670 3,866,014 20,983,956 26,221,102 5,237,146
- - - 76,422 51,932 24,490

13,154 13,154 - 558,896 547,845 11,051

- - - 2,435 2,429 6

- - - 6,115 5,514 601

125 125 - 41,658 40,544 1,114
8,494 8,024 470 157,431 115,481 41,950
736 733 3 14,918 14,874 44
2,024 1,959 65 31,346 28,007 3,339
752 714 38 1,501 1,425 76
8,236 8,105 131 72,845 72,151 694
446 444 2 891 887 4
1,759 507 1,252 179,690 172,669 7,021

- - - 1,600 1,558 42

2,866 2,866 - 7,261 7,261 -
471 470 1 7,646 7,618 28
375,066 321,649 53,417 1,386,189 1,236,510 149,679
160,641 152,641 8,000 242,938 218,357 24,581
39,048 38,412 636 156,571 138,098 18,473
767,961 690,026 77,935 4,143,148 3,973,893 169,255
373,370 368,254 5,116 1,367,233 1,360,073 7,160
358,253 340,060 18,193 377,290 357,176 20,114
19,672 19,623 49 1,009,227 996,032 13,195
380,003 374,270 5,733 849,386 824,788 24,598
48,430 24,204 24,226 61,485 35,451 26,034
13,199 12,779 420 198,228 189,760 8,468
7,468 6,453 1,015 49,368 46,293 3,075
26,612 11,746 14,866 76,249 55,600 20,649
4,685,009 4,672,570 12,439 4,686,489 4,673,942 12,547
467,345 419,166 48,179 4,324,593 4,269,990 54,603
604,985 604,794 191 987,374 986,303 1,071
261,226 259,261 1,965 676,058 671,003 5,055
280,333 278,273 2,060 527,185 522,326 4,859
8,907,684 8,631,282 276,402 22,279,666 21,625,790 653,876
- 23,916 (23,916) - 23,916 (23,916)

154,430 154,430 - 154,430 154,430 -
317,479 317,479 - 822,752 1,149,333 (326,581)
- 45,948 (45,948) - 114,871 (114,871)
- - - - 2,979,782 (2,979,782)
471,909 541,773 (69,864) 977,182 4,422,332 (3,445,150)
9,379,593 9,173,055 206,538 23,256,848 26,048,122 (2,791,274)
(1,179,937) 2,892,615 4,072,552 (2,272,892) 172,980 2,445,872
(864,637) (864,637) - 2,112,461 2,112,461 -
$ (2,044,574) $ 2,027,978 $ 2,469,561 $ (160,431) $ 2,285,441 $ 2,445,872
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Internal Service Funds, Nonexpendable Trust Funds And Discretely Presented Component Units
Combined Statement Of Revenues, Expenses, Changes In Fund Equity And Contributed Capital

Fiscal Year Ended June 30, 2000
(Amounts in thousands)

Primary Governmen
Proprietary Fiduciary Totals
Fund Types Fund Types (Memorandum Only)
Internal Nonexpendable Component
Service Funds Trust Funds 2000 1999 Units

Operating revenues

Charges for SEIVICES.......vovvvvueveieicieieiee st $ - % - % -8 - $ 550,207

Donations. - - - - 1,749

Premiums. 741,544 - 741,544 751,839 47,958

Total OPErating FEVENUES..........coueieeeeeeeeie et 741,544 - 741,544 751,839 599,914
Operating expenses:

Claims and judgments EXPENSE........cceererierieriereeieeieeese e 744,290 - 744,290 750,885 -

Cost of servicesand administration.............ccoeeeevneiinecnncccscenen - 1 1 - 1,140,124

DEDIECIALTION. ...ttt - - - - 305,745

Total OPErating EXPENSES......c.vcuerierieriereereeseereeeeiesiesteseeseeseeseeseeeeeenas 744,290 1 744,291 750,885 1,445,869

Operating iNCOME (I0SS).....cuceueruirierierie et (2,746) (€N) (2,747) 954 (845,955)
Nonoperating revenues (expenses)

OPErating QrantS.......ooveeeeeeieeirie et - - - - 116,544

INEENESE INCOME. ...ttt 15,829 - 15,829 14,963 143,163

Interest expense.. - - - - (397,961)

Other inCOMe.........ccoveinicinieins - - - - 20,498

Impact of forward funding legidation... - - - - (99,420)

Other eXPeNSES.......coveereriereriesierieens - - - - (19,477)

Nonoperating revenues (expenses), net. " 15,829 - 15,829 14,963 (236,653)
Income (l0ss) before operating transfers........o.oveeeeeieeienenenesese e, 13,083 (€N) 13,082 15,917 (1,082,608)
Transfersin (out)

Transfers out to COMPONENE UNIES.........oouerieieirirerere e - - - - (847)

Transfersin from primary government. - - - - 1,047,887

Transfers out to primary government.... - - - - (5,515)

Transfersin (out), NEt........cccceevuenee - - - - 1,041,525

NEL INCOME (10SS)....vuvviniireririe ettt 13,083 (1) 13,082 15,917 (41,083)
Add: Depreciation of fixed assets acquired

from contributed capital..........cooovereieiiin e - - - - 138,733

Increase (decrease) in retained earnings/fund balances............cccceeeeene 13,083 @ 13,082 15,917 97,650
Retained earnings/fund balances (deficits) at beginning of year............. (87,020) 5,835 (81,185) (97,102) 475,302
Retained earnings/fund balances (deficits) at end of year............ccc..... $ (73937) $ 5834 $ (68103) $ (8L185 $ 572,952
Contributed capital at beginning of Year...........ccccoooeeeiiiiniiseeeee $ 4,263,082
Add: Capital contribUtIONS...........ccccuiiiiiiiricicce e 323,897
Less: Depreciation of fixed assets acquired from contributed capiti (138,733)
Contributed capital at end of YEar..........cccoeiiiiiiciereeeeeea $ 4,448,246

See notes to general purpose financial statement
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Internal Service Funds, Nonexpendable Trust Funds And Discretely Presented Component Unil

Combined Statement Of Cash Flows

Fiscal Year Ended June 30, 200(
(Amounts in thousands)

Primary Government

Proprietary Fiduciary Totals
Fund Type Fund Type (Memorandum Only)
Internal Nonexpendable Component
Service Funds Trust Funds 2000 1999 Units
Cash flows from operating activities
Operating iNCOME (I0SS).....c.cveveveueirieieieieeresieee e $ (2,746) $ (1) $ (2,747) $ 954 $ (845,955)
Adjustments to reconcile operating income (10ss) to ne
cash provided by (used for) operating activities
Depreciation and amortization - - - - 305,745
Other nonoperating revenues... - - - - 20,498
Other nonoperating expenses.......... - - - - (19,477)
Net change in Incurred but not reported (IBNR) items... 30,142 - 30,142 - -
Impact of forward funding Legislation - - - - (99,420)
Changein assets and liahilitie
ASSES NE A INTTUSE.....oeciieece e (2,694) - (2,694) (2,055) -
- - - - (63,800)
- - - - (359,970)
- - - - (41,358)
- - - - (1,514)
Due from primary government. - - - - (61)
Due from other funds........... 3,613 - 3,613 (1,897) -
Inventory. - - - - 541
Restricted and other asset: - - - - 5,370
Accounts payable....... 405 - 405 - 5,348
Accrued payroll - - - - 5,877
Compensated absences. - - - - 894
Deferred revenue.......... - - - - 34,468
Claims and judgments.. - - - (3,383) (24,400)
Other accrued liabilities... - - - - 31,302
Dueto cities and towns..... - - - - (20)
Due to primary government - - - - 113,617
Total adjustments. 31,466 - 31,466 (7,335) (76,350)
Net cash provided by (used for) operating activities. 28,720 (1) 28,719 (6,381) (922,305)
Cash flows from noncapital financing activitie
Operating grants. - - - - 116,544
Transfers out to component units..... - - - - (847)
Transfersin from primary government - - - - 1,047,887
Transfers out to primary goVErNMENL..........ccerveeruereriereeesereneseeeseens - - - - (5,515)
Net cash provided by (used for) noncapital
fINANCING ACHIVITIES. ...t - - - - 1,158,069
Cash flows from capital and related financing activitie
Acquisition and construction of capital assets. - - - - (1,021,933)
Proceeds from the issuance of bonds and notes.. . - - - - 2,165,401
Interest on bonds and notes. - - - - (397,961)
Capital contributions. - - - - 323,897
Principal payments on bonds and notes - - - - (962,809)
Proceeds from sale of equipment................... - - - - 14,492
Net cash provided by (used for) capital and related financing activities... - - - - 121,087
Cash flows from investing activitie:
Purchases of investments. (44,549) - (44,549) (8,582) (4,530,028)
Sales and maturities of investments. - - - - 4,097,701
Interest income. 15,829 - 15,829 14,963 143,163
Net cash provided by (used for) investing activities. (28,720) - (28,720) 6,381 (289,164)
Net increase (decrease) in cash and cash equivalents. - (1) (1) - 67,687
Cash and cash equivalents at beginning of Year ...........ccoceeeevveinenenene - 5,835 5,835 5,835 1,045,748
Cash and cash equivalents at end Of YEar...........oceururueuirrrnnniceeicienns $ - $ 5,834 $ 5,834 $ 5,835 $ 1,113,435
Reconciliation to Combined Balance Sheet
Cash and cash equivalents at end of YEar...........cccevueeierieirieeienesieeeenns $ - $ 5,834 $ 5,834 $ 5,835 $ 1,113,435
Cash and cash equivalents at end of year,
Component Units Governmental Funds...................cocveeeeenn, - - - - 89,586
Cash and cash equivalents at end of year
Pension, Expendable and External Investment Trusts and Agency..... - 3,996,684 3,996,684 3,265,167 -
Cash and cash equivalents per the Combined Balance Sheet $ - $ 4,002,518 $ 4,002,518 $ 3,271,002 $ 1,203,021
See notes to general purpose financial statement:
Commonwealth of Massachusetts 41 Comprehensive Annual Financial Report



Pension Trust Funds
Statement Of Changes in Net Assets Available For Pension Benefits

Fiscal Year Ended June 30, 2000
(Amounts in thousands)

2000 1999
Additions:
Employer contributions............ociriiiiiiiii e $ 923,993 $ 883,902
Employee contribUtions............ccooieiiiiiiiiieiee e 705,539 637,037
Total CONIIDULIONS.........eeeeiiiieiieeeeeeeeeeeeeeereseeeeesessesssssssssessseens 1,629,532 1,520,939
Net investment income:
Net appreciation in fair value of investments.............cccccceeveennee 3,532,073 2,320,758
1211 (== TR 479,945 417,744
(DAY Ko (< 4 [0 R 238,365 211,536
Real estate operating inComMe, NEL............cceevieeiieeiiee e 118,530 84,284
ARENALIVE INVESIMENES......eeeeieeeeieeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeens 5,641 6,484
(@101 SRR 6,240 5,092
Total iINVESIMENt INCOME.......eeeeeeeeeeeeee e 4,380,794 3,045,898
Less: iNVESEMENT EXPENSE.......veiiieieiieee it riee et 65,990 49,698
NEt INVESEMENT INCOMIE......eeeeeeieeeeeeeeeeeeeeeeeeeeeeesssssssssssssssssssssssnnns 4,314,804 2,996,200
Total additioNS.........occeevieieiee e 5,944,336 4,517,139
Deductions:
AdMINISIFION......ccoeeiieeeeeeeeeee 12,133 8,217
Retirement benefitsand refunds..............oooovvveiie 1,465,150 1,356,540
Total dEUCLIONS.........ccvveeieeee et 1,477,283 1,364,757
LS TR == SRR 4,467,053 3,152,382

Net assets available for pension benefits
at beginning of year (fund balance reserved
for employees pension DENEfits).........cccovriiiiiiiic e 27,112,399 23,960,017

Net assets available for pension benefits
at end of year (fund balance reserved
for employees pension DENEfits).........cccoviiiiiiniic e $ 31,579,452 $ 27,112,399

See notes to general purpose financia statements.
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External Investment Trust Fund
Statement of Changes in Net Assets Held in Trust For Pool Participants

Fiscal Year Ended June 30, 200C
(Amounts in thousands)

2000 1999

Additions:

Proceeds from sale Of UNItS.......coooovveiiiiieie $ 5,331,223 $ 4,289,702

Unitsissued in reinvestment of distributions from net investment income.... 95,064 75,556

Total CONIIDULIONS......ccceiv it 5,426,287 4,365,258
Net investment income:

1011 £ TR 111,673 85,002

Total INVESIMENT INCOMEL.... .ottt e e e e e et e 111,673 85,002

Less: mManagement fEES......cooiin e e 3,775 3,180

NEL INVESIMENT INCOMIE......eeeeeeieeeeeeeeeeeeeeeeeeeeesessessseerre e s enaa e e e errrsaaaaaas 107,898 81,822

Total AOAITIONS........ooeeeeeeie et e e e e e e e s e aeeeas 5,534,185 4,447,080
Deductions:

(0001 Mol U aTEEY (<6< 1115 o 5,126,359 3,886,768

Distributions to unit holders from net interest iNCOME.........ccvvvveveveeverenennnnnn, 107,898 81,822

Total ABAUCLIONS.........oeeeeeeeeie ettt e e e e e e s s e n e e e e e e s seaees 5,234,257 3,968,590
NI Lo == O 299,928 478,490
Net assets held in trust for pool participants at beginning of year

(fund balance reserved for investment pool participants)..........ccoceeeveeenennne. 2,100,546 1,622,056

Net assets held in trust for pool participants at end of year
(fund balance reserved for investment pool participants)......................... $ 2,400,474 $ 2,100,546

See Notes 1o general purpose financial statements.
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University And College Fund Type
Combined Statement Of Changes In Fund Balances

Fiscal Year Ended June 30, 2000

(Amounts in thousands)

Current Funds

Loan
Unrestricted Restricted Funds
Revenues and other additions:
Unrestricted current fundS reVENUES...........ccccvveeeeeeecee e $ 978,093 $ - $ -
Federal appropriations............c......... - 6,146 118
Federal grants and contracts... - 251,963 817
State grants and contracts....... - 78,622 44
Local grants and contracts............. - 4,202 -
Private gifts, grants and Contracts...........ccooeeveereeneeneeie s - 84,581 29
INVESEMENT INCOME ...t - 123 67
Endowment inCOME............cooeeiieeenieeciee e - 354 -
Net realized/unrealized gain (loss) on investments.... - (132) (11)
Interest on loansreceivable..... - - 914
Reimbursed loan cancellations... - - 894
Other inCome.........ccccevveeeeenneen.. - 3,222 215
Expended for plant facilities...........ccoooiieeiin i - - -
Retirement of indebtedness...........cocvveeiiiiee e - - -
Other additionS.........ccveeeiie e - 56 11
Total revenue and other additions............cccevviieiviie i 978,093 429,137 3,098
Expenditures and other deductions:
Educational and general expenditures...........cccoeeeeeeeeinieeninneeneene 1,483,978 406,839 -
Auxiliary enterprises expenditures....... 190,227 - -
Indirect costsrecovered..................... - 50,000 -
Independent operations.............. 19,939 - -
Refunded to grantors and donors...........cooeeveeeeieneesie e - 1,141 91
Loan cancedlations and Write-Offs............ccoceevieeciiieiie e, - - 822
Administrative and collection costs... - - 843
Retirement of indebtedness............... - - -
Interest on indebtedness.......... - - -
Expended for plant facilities....... - - -
Depreciation and amortization... - - -
Disposal of plant faCilities.........coeeiiiiiiiiiee e, - - -
Other dedUCLIONS........c.eeiiiieecieeece e - - -
Total expenditures and other deductions...........c.ccooeeieeieiieeiieniene 1,694,144 457,980 1,756
Mandatory transfers:
Principal and iNterest........oooiiiriiiece e (35,641) (254) -
Renewals and replacements.... (271) (253) -
Student loan fund matching.... (1,746) 1,640 106
Operating tranSferS OUL..........coieriiiiieeieiie e (58,311) 138 -
Nonmandatory transfers:
Transfers of appropriation...........ccoceeeeeeree e, 897,760 32,757 -
Transfers of bond ProCeeds.........oovereeieeiieieeie e - 12,482 -
Unexpended plant funds......... (29,851) - -
Renewals and replacements........ (33,983) (16,650) -
Other nonmandatory transfers.... 2,775 (1,610) 114
Total tranNSfErS......coouiiciieee e, 740,732 28,250 220
Net increase (decrease) for the year.........oceveveeiieiieneecccee 24,681 (593) 1,562
Loss from discontinued Operations..........ccoceeeeereeneeienie e (15,105) - -
Net increase (decrease) after discontinued operations...............cceeveeee. 9,576 (593) 1,562
Fund balances at beginning of Year...........ccoooeieeiiiiinie e 144,765 57,723 55,605
Fund balances at end Of YEAN ...........ccccviveicciieieeeee s 154,341 $ 57,130 $ 57,167
See notes to general purpose financial statements.
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Totals

(Memorandum Only)

Endowment and Plant
Similar Funds Funds 2000 1999
$ - - 978,093 922,258
- - 6,264 5,920
- 350 253,130 238,335
- 16,423 95,089 83,298
- - 4,202 3,120
24,722 762 110,004 101,096
56 10,055 10,301 6,092
2,799 22 3,175 1,624
(3,842 (355) (4,340) 5,087
- - 914 1,001
- - 894 40
37 1,325 4,799 4,439
- 142,735 142,735 111,795
- 22,589 22,589 20,925
521 2,907 3,495 1,652
24,293 196,813 1,631,434 1,506,772
- - 1,890,817 1,759,122
- - 190,227 184,175
- - 50,000 44,702
- - 19,939 17,933
- - 1,232 554
- - 822 1,063
- 2,103 2,946 2,970
- 20,963 20,963 20,220
- 22,764 22,764 19,740
- 114,368 114,368 109,737
- 996 996 279
- 45,429 45,429 44,578
5,034 9,122 14,156 13,046
5,034 215,745 2,374,659 2,218,119
- 35,895 - -
- 524 - -
(79) - (58,252) (62,346)
- - 930,517 862,021
- 49,878 62,360 58,681
- 29,851 - -
- 50,633 - -
(2,204 925 - -
(2,283) 167,706 934,625 858,356
16,976 148,774 191,400 147,009
- - (15,105) -
16,976 148,774 176,295 147,009
168,148 2,341,801 2,768,042 2,621,033
$ 185,124 2,490,575 2,944,337 2,768,042
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University And College Fund Type
Combined Statement Of Current Funds Revenues, Expenditures, And Other Changes

Fiscal Year Ended June 30, 2000
(Amounts in thousands)

Totals
Current Funds (Memorandum Only)
Unrestricted Restricted 2000 1999
Revenues and other additions
TUITION AN FEES.....c.vvieieieireieie e $ 501,692 $ 685 $ 502,377 $ 491,824
Federal appropriations. . - 6,015 6,015 5,666
Federal grants and CONtractS..........cooeeererenicnenieneee e - 206,393 206,393 192,035
State grants and CONTACES........ccveeeereeireeeeieeeee e 1,835 75,444 77,279 64,964
Local grants and contracts.............. - 8,339 8,339 6,730
Private gifts, grants and contracts... 17,815 67,302 85,117 74,197
Endowment income.............. 397 1,249 1,646 2,176
Sales and service, educationd................ 16,445 - 16,445 14,521
Sales and service, auxiliary enterprises..... 221,805 - 221,805 210,235
Sales and service, independent OpeErations.............ccceeeeeeeeeesesennene 25,867 - 25,867 24,517
Sales and service, public SENVICES........coviiiiiiiee e 71,127 - 71,127 47,750
Recovery of iNdir€Ct COSES........couiiuiriiniiieriire e 50,000 - 50,000 44,702
Other iNVESIMENE INCOME ........oveiiiiieieieerreee e 27,740 116 27,856 22,085
43,370 1,426 44,796 52,854
978,093 366,969 1,345,062 1,254,256
Expenditures:
INSEFUCHION. ..ttt 604,189 58,145 662,334 618,528
RESEAMCN. ...ttt 55,140 135,209 190,349 167,801
PUBDIIC SEIVICE. ...ttt 58,861 48,006 106,867 90,000
ACAHEMIC SUPPOIT.....cviiieteeiieieeeeieeie ettt e e enes 159,355 25,991 185,346 172,850
SEUENE SENVICES. ...ttt 149,138 14,079 163,217 153,104
INSLTULiONEl SUPPOIT.....covieiieieiieieeee e 234,201 4,535 238,736 225,569
Operation and maintenance of plant... 166,136 3,931 170,067 164,206
Scholarships and fellowships.............. 62,358 116,411 178,769 166,533
Auxiliary enterprises............ . 184,827 - 184,827 184,175
INdepEndent OPEraliONS........cc.evverierierie ettt 19,939 532 20,471 18,460
Total EXPENITUIES.......c.eevieeiieciirieere s 1,694,144 406,839 2,100,983 1,961,226
Transfers and other changes
Mandatory transfers
Principal and iNtErESt.........ooeieiiiiee e (35,641) (259) (35,895) (34,483)
Renewals and replacements..... 271 (253) (524) (119
Student loan fund matching.... . (1,746) 1,640 (206) (296)
Operating transfErs OUL.........coereeieieieieieie e (58,311) 138 (58,173) (62,346)
Nonmandatory transfers
Transfers of apPropriation..........cccovereeerirenenese e 897,760 32,757 930,517 862,021
Transfers of bond proceeds.. " - 12,482 12,482 21,948
Unexpended plant funds..........ccooeiereieneneneneeeesese e (29,851) - (29,851) (18,136)
Renewals and replacements..........ooeeeierenene e (33,983) (16,650) (50,633) (54,498)
Other nonmandatory transfers.... . 2,775 (1,610) 1,165 (6,474)
Refunds to grantors and dONOrsS...........cceeeeierierienienene e - (1,241) (1,241) (433)
Excess (deficiency) of restricted
receipts over transferSto reVENUE..........ccceeeieeieieieieee e - 12,168 12,168 12,332
Total transfers and other changes..........coevviieieieieiecee e 740,732 39,277 780,009 719,621
Total increase (decrease) in fund balances...........cooeveeeeeieiieicieieennn 24,681 (593) 24,088 12,651
Loss from discontinued OpErations...........coeerreereeenreenieisreeseeseeeenes (15,105) - (15,105) -
Net increase (decrease) after discontinued Operations............coceeeenenae $ 9,576 $ (593) $ 8,983 $ 12,651
See notes to general purpose financial statements.
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Discretely Presented Component Units
All Governmental Fund Type
Combining Balance Sheet

June 30, 2000
(Amounts in thousands)

M assachusetts
Bay Massachusetts Regional
Transportatior Turnpike Transit
Authority Authority Authorities
ASSETS
Cash and short-term iNVESIMENES...........coovrviveviiiicieeeseeee e $ 627,110 $ 16,401 $ 13,071
INVESIMENTS. ...ttt b e e b e ene e, - - 18
RESIICted INVESIMENES......coueiiieeieieie ettt 134,157 869,313 -
ASSES NEIA TN TrUSL. ...t e, - - -
Receivables, net of allowance for uncollectibles
Due from federal governmMent..........ccccevivieiieeiee e - - 12,432
LLOBINIS.....ce ettt b e bt b nan e nre e eneennre s - - -
Other reCEIVANIES..... .o 22,194 18,026 11,357
Due from CitieS aNd tOWNS.........ooeiiiieiieee et e - - 16,189
Due from primary goverNMENL..........cccvereeiieese e e e esreeseae e sree e 319,554 - 50,827
11V 010 Y/ SR 41,628 - 384
FIXEOO @SSELS. ...ttt ettt e e e e e e ene 6,169,443 2,035,168 198,896
(@1 g 1 =S S S 102,435 6,317 1,769
B0 L= I S £ RR $ 7,416,521 $ 2,945,225 $ 304,943
LIABILITIESAND FUND EQUITY
Liabilities:
ACCOUNES PAYBIIE........ooeeeieeeeeteeeete et $ 49,677 $ 6,176 $ 13,305
AcCCrued PAYIOlL........coceeiiee e s 38,687 1,784 382
Compensated ADSENCES.........ocveeiiieiie e - 7,843 735
DUE O CItiES @NA LOWNS.......eeeieie ettt - - 145
Due to primary gOVErNMENL.......cccuveiieecieeiieeseesreesieeesreesrreesreesnreesnaeesee e - 100,000 -
Dueto federal governMENT.........cccveiieiciieiie e - - 24
DEfETEA FBVENUE......c.eeeteeie et 30,812 19,753 138
AQENCY [1aDIlITIES......ecveeeee e - - -
Claims and jUAgMENTS.........coicieiieiiiece et 74,858 - 2,701
Other accrued liabilities........c.coiiieiiiieeeee e 75,788 39,171 3,757
Capital 1€ase 0bligatioNS.........cccviiiiecieecee e 539,092 - 4,105
Bonds, notes payable and certificates of participation...........cccccevevevceeennnns 3,737,475 2,426,628 81,770
QLI L= = o L =SOSR 4,546,389 2,601,355 107,062
Fund equity:
Contributed Capital.........coveeeeeieeeieere s 2,967,790 - 191,551
Retained earnings (deficits)
Reserved for investment programs...........coceeceeereescieenieesnieeseeeseesseesenes - 343,870 -
Reserved for bond refirement...........ccooooieeiiie e - - 1,730
UNFESEIVED. ..ottt se e ee e se e e e e, (97,658) - 4,600
Fund balance:
UNFESEIVED. ...ttt ettt et b e e e sae et e e sae e e s - - -
TOtal fFUND EOUILY. ... 2,870,132 343,870 197,881
Total liabilities and fund EQUILY..........cccevieriririiicieee e, $ 7,416,521 $ 2,945,225 $ 304,943

See notes to general purpose financial statements
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Massachusetts

Water M assachusetts M assachusetts M assachusetts
Pollution Devel opment Convention Technology Economic
Abatement Finance Center Park Devel opment
Trust Agency Authority Corporation Authorities Total
$ 2257720 $ 134,012 $ 18,501 $ 93,837 $ 74,369 $ 1,203,021
726,487 48,311 - - 25,503 800,319
- - 1,061 - 2,668 1,007,199
- 5,441 - - - 5,441
101,741 - - - 8,714 122,887
1,462,562 79,218 - - 192,886 1,734,666
37,250 23,738 1,081 4,452 7,501 125,599
- - - - 989 17,178
- - 28,443 60 2,020 400,904
- - - - 279 42,291
- 37,932 227,065 14,460 8,268 8,691,232
1,417 267 1,217 6,733 2,185 122,340
$ 2,555,177 $ 328,919 $ 277,368 $ 119,542 $ 325,382 $ 14,273,077
$ - $ 5,641 $ 8,443 $ 1,189 $ 12,476 $ 96,907
- - - - 675 41,528
- 186 - - 317 9,081
- - - - - 145
- 29,250 - - 1 129,251
- - - - - 24
1,417 4,144 789 6,600 41,372 105,025
- 5,441 - - - 5,441
- - - - - 77,559
131,608 51 37,385 549 12,181 300,490
- 52 - - 8 543,257
1,396,737 12,467 71,787 - 124,122 7,850,986
1,529,762 57,232 118,404 8,338 191,152 9,159,694
903,256 218,482 148,109 2,667 16,391 4,448,246
- - - 1,500 83,345 428,715
- - - - 8,412 10,142
122,159 53,205 10,855 14,852 26,082 134,095
- - - 92,185 - 92,185
1,025,415 271,687 158,964 111,204 134,230 5,113,383
$ 2,555,177 $ 328,919 $ 277,368 $ 119,542 $ 325,382 $ 14,273,077
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Discretely Presented Component Units
Proprietary Fund Type
Combining Statement Of Revenues, Expenses, Changes In
Retained Earnings And Changes In Contributed Capital

Fiscal Year Ended June 30, 200C
(Amounts in thousands)

M assachusetts
Bay Massachusetts Regional
Transportatior Turnpike Transit
Authority Authority Authorities
Operating revenues.
Charges for SEIVICES......c.ooucueceeeeeeeeeee e, $ 259,792 $ 179,913 $ 68,712
DONGLIONS.......eeiieiee ettt st s b e sb e b e eaee e, - - -
(@ 13 1 PR - 24,342 855
Total OpPErating FEVENUES........cccueeiiieiieeciieesee e e sae e sre e saeenaee e ennens 259,792 204,255 69,567
Operating expenses.
Cost of services and adminiStration...........ccooeeeereenenie e 715,762 110,858 143,195
(DT o T(< i Tz o] ST 226,472 46,805 18,227
Total Operating EXPENSES.....cccvveiieeieeiieeseeeseesteesteeenteesaeesreeesseesseeens 942,234 157,663 161,422
Operating iNCOME (I0SS)......ccvveiieeiie e (682,442) 46,592 (91,855)
Nonoperating revenues (expenses)
OPErating QrantS.......cciveeeeeiiieseeeieesteeseeseesee et e sreesee b e saeennee e 6,868 - 31,210
INEEIESE INCOMIE.. ... ittt st see e e - 34,152 820
INEEIESt EXPENSE. .. eiee ettt ettt sttt see e s (196,885) (112,635) (3,391
(0107 g o Lo o= SR SURRR 6,964 - 151
Impact of forward funding legidation...........cccceeeeeiceenie e (99,420) - -
Other EXPENSES......ei i e naee s (154) - (3,444)
Nonaoperating revenues (EXPEeNSES), NEL.......ccvvviveerieecee e (282,627) (78,483) 25,346
Income (10ss) beforetransfers ........coovvvvevii v (965,069) (31,891) (66,509)
Transfers:
Transfers out t0 COMPONENT UNITS.........cccveeiveeiiieree e cee e sie e - - -
Transfersin from primary government.........c.cccveveeeveeevieeceesveesee e 917,342 - 49,434
Transfers out to primary goOVErNMENL.........cccooveerieeereesireenee e see e - - -
TOtAl traNSIEIS. ..ot e 917,342 - 49,434
NEL INCOME (I0SS)... et ns (47,727) (31,891) (27,075)
Add: Depreciation of fiXxed aSSetS.......ccvereerererieeieeieeeee e 113,161 - 18,158
Increase (decrease) in retained EarNiNgS..........cveevveereeereesieesee e e 65,434 (31,891) 1,083
Retained earnings (deficits) at beginning of year.........c.ccccoceveveiiieennen, (163,092) 375,761 5,247
Retained earnings (deficits) at end of Year..........cccoeeveuveeeveeeeeeeeeeeeee, $ (97,658) $ 343,870 $ 6,330
Contributed capital at beginning of year..............ccccooeveveeeeeece e, $ 2,988,060 $ - $ 176,929
Add: Capital contributions, NEL...........cccccceeviierie e 92,891 - 32,780
Less. Depreciation of fiXxed @SSetS .....cvevvveevieiieevie e (113,161) - (18,158)
Contributed capital at end of YEar...........ccoceeveveeeeeececeeeeeee e $ 2,967,790 $ - $ 191,551

See notes to general purpose financial statements
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Massachusetts

Water M assachusetts M assachusetts M assachusetts
Pollution Devel opment Convention Technology Economic
Abatement Finance Center Park Devel opment
Trust Agency Authority Corporation Authorities Total
$ - $ 8,633 $ 18,113 $ - $ 15,044 550,207
. - - - 1,749 1,749
3,144 9,261 126 1,033 9,197 47,958
3,144 17,894 18,239 1,033 25,990 599,914
21,635 23,038 24,769 244 100,623 1,140,124
- 4,284 8,426 776 755 305,745
21,635 27,322 33,195 1,020 101,378 1,445,869
(18,491) (9,428) (14,956) 13 (75,388) (845,955)
3,846 2,692 - - 71,928 116,544
94,217 9,130 675 251 3,918 143,163
(64,583) (6,070) (6,600) - (7,797) (397,961)
- 7,717 55 - 5,611 20,498
- - - - - (99,420)
- - (156) (7) (15,716) (19,477)
33,480 13,469 (6,026) 244 57,944 (236,653)
14,989 4,041 (20,982) 257 (17,444) (1,082,608)
- - - (847) - (847)
8,144 13,282 21,377 - 38,308 1,047,887
- - (5,514) - € (5,515
8,144 13,282 15,863 (847) 38,307 1,041,525
23,133 17,323 (5,119) (590) 20,863 (41,083)
- - 7,414 - - 138,733
23,133 17,323 2,295 (590) 20,863 97,650
99,026 35,882 8,560 16,942 96,976 475,302
$ 122,159 $ 53,205 $ 10,855 $ 16,352 $ 117,839 572,952
$ 751,972 $ 215,674 $ 112,341 2,665 $ 15,441 4,263,082
151,284 2,808 43,182 2 950 323,897
- - (7,414) - - (138,733
$ 903,256 $ 218,482 $ 148,109 $ 2,667 $ 16,391 4,448,246
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Discretely Presented Component Units

Proprietary Fund Type
Combining Statement Of Cash Flows

Fiscal Year Ended June 30, 200C
(Amounts in thousands)

Cash flows from operating activities.
Operating iNCOME (10SS)......ueiueeiiie ettt b e s
Adjustments to reconcile operating income (loss) to nel
cash provided by (used for) operating activities:
Depreciation and amortiZzation............ccooeeveeneeneeneeieeee e
Other NONOPErating FEVENUES...........cocuiieiiie ettt
Other nonoperating expenses................
Impact of forward funding Legidation
Changein assets and liabilities
Due from federal government...........cccoooueeiiieiin e

Other reCalVaDIES.........ooouiiiiie e
Due from cities and tOWNS...........coiieiiiiieeee e
Due from primary goverNMENt............cocueveerienieneesieeie e see e siee e
TNVENEOY. ..ttt san e e ne e enne s
Restricted and Other @SSEtS.........covieiiiiieeee s
ACCOUNES PAYADIE......c.eeiieitieie ettt
ACCIUEH PAYIOIL......eeeiieieet e
Compensated ADSENCES.......uiiveiiiiiesie ettt
Deferred FEVENUE.........cceeii e
Claims and JUAgMENES.......c..oriiiiieiie e e
Other accrued lHabilities.........coviiiiiieeiee e
Dueto CitiesS and tOWNS........ccueeiuieiieieeieeie et
Dueto primary goVErNMENT..........cccierrerereneieneeeeeeee e

Total adJUSIMENES......oiuiiieeee e
Net cash provided by (used for) operating activities.

Cash flows from noncapital financing activities
OPEratinNg GIrANTS......ccueeeeeiieeriee it rtee ettt be et e beebesaeesseesneesaeesseeas
Transfers out to component units...........
Transfersin from primary government..
Transfers out to primary government.....

Net cash provided by (used for) noncapital financing activities............cc.cccecenen.

Cash flows from capital and related financing activities
Acquisition and construction of capital aSSetS........ccoceerveriieiiiniin e
Proceeds from the issuance of bonds and NOLES...........cccoeverinencnenc s
Interest on bonds and NOtES...........cooeeevreereennen.
Capital contributions............cccceveeereeneenne.
Principal payments on bonds and notes.....
Proceeds from sale of equipmMent............cooiiiiiiiie e

Net cash provided by (used for) capital and related financing activities.................

Cash flows from investing activities
Purchases of iINVESIMENLS.........cceiiiiiiiie et
Sales and maturities of investments....
INEEIESE INCOME......ei et e et e e aee e saa e e e beeeesaeeenes

Net cash provided by (used for) investing activities..........ccccoceriieenienieneeiee,
Net increase (decrease) in cash and cash equivalents...........cccceeeeeeiieieenin e,
Cash and cash equivalents at beginning of year (asrestated).........c.ccoeeeiiiieeneenne
Cash and cash equivalents at end of year

See notes to general purpose financial statements.
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Massachusetts
Bay Massachusetts Regional
Transportation Turnpike Transit
Authority Authority Authorities
$ (682,442) $ 46,592 $ (91,855)
226,472 46,805 18,227
6,964 - 151
(154) - (3,444)
(99,420) - -
- - (6,033)
(2,082) (8,961) (309)
- - (1,036)
(23,431) - (4,688)
(484) 1,158 (45)
4,338 (816) 84
5,277 (1,471) (2,477)
5,640 549 6
- 743 17
1,945 17,249 (267)
(15,431) - (476)
3,669 (37,423) 290
- - (10)
- 100,000 -
113,303 117,833 990
(569,139) 164,425 (90,865)
6,868 - 31,210
917,342 - 49,434
924,210 - 80,644
(325,838) (607,220) (30,436)
592,772 783,290 76,920
(196,885) (112,635) (3,391)
92,891 - 32,780
(408,259) (80,235) (72,504)
(245,319) (16,800) 3,369
(134,157) (3,250,998) (18)
130,518 3,070,137 31
- 34,152 820
(3,639 (146,709) 833
106,113 916 (6,019)
520,997 15,485 19,090
$ 627,110 $ 16,401 $ 13,071
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Massachusetts Massachusetts Massachusetts Massachusetts
Water Pollution Devel opment Convention Technology Economic
Abatement Finance Center Park Devel opment
Trust Agency Authority Corporation Authorities Total
$ (18,491) $ (9,428) $ (24,956) $ 13 $ (75,388) (845,955)
- 4,284 8,426 776 755 305,745
- 7,717 55 - 5,611 20,498
- - (156) @ (15,716) (29,477)
- - - - - (99,420)
(61,323) - - - 3,556 (63,800)
(318,309) (20,432) - - (31,229) (359,970)
(7,011) (17,498) (569) 154 (5,082) (41,358)
- - - - (478) (1,514)
32,430 - (4,072) - (300) (612)
- - - - (88) 541
2,643 101 542 (29) (1,498) 5,370
- 851 1,249 21 898 5,348
- - - - (318) 5,877
- a7 - - 87 894
(2,623) - 104 - 18,060 34,468
- 1,507 - - - (14,400)
57,121 (79) 4,841 872 2,011 31,302
- - - - - (10)
- 14,500 - - (883) 113,617
(297,072) 998 10,420 1,792 (24,614) (76,350)
(315,563) (8,430 (4,536) 1,805 (100,002) (922,305)
3,846 2,692 - - 71,928 116,544
- - - (847) - (847)
8,144 13,282 21,377 - 38,308 1,047,887
- - (5,514) - (1) (5,515
11,990 15,974 15,863 (847) 110,235 1,158,069
- (23,488) (32,267) (274) (2,410) (1,021,933)
678,286 1,432 - - 32,701 2,165,401
(64,583) (6,070) (6,600) - (7,797) (397,961)
151,284 2,808 43,182 2 950 323,897
(364,436) (2,050) (22,631) - (12,694) (962,809)
- 14,490 - - 2 14,492
400,551 (12,878) (18,316) (272) 10,752 121,087
(1,092,982) (36,017) (809) - (15,047) (4,530,028)
867,570 19,334 5,884 - 4,227 4,097,701
94,217 9,130 675 251 3,918 143,163
(131,195) (7,553) 5,750 251 (6,902 (289,164)
(34,217) (12,887) (1,239) 937 14,083 67,687
259,937 146,899 19,740 3,314 60,286 1,045,748
$ 225720 $ 134,012 $ 18,501 $ 4,251 $ 74,369 1,113,435
Commonwealth of Massachusetts 53

Comprehensive Annual Financial Report



r'-’-"*ﬁ_:..ﬁ-‘h;h
[N

LN
/ol SN

THISPAGE LEFT INTENTIONALLY BLANK

Commonwealth of Massachusetts 54 Comprehensive Annual Financial Report



Notes to General Purpose Financial Statements

Fiscal Year Ended June 30, 2000

1. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

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

a. Reporting Entity —

The Commonwealth is comprised of three branches: the
Executive Branch, with the Governor as the chief
executive officer; the Legidative Branch, consisting of a
Senate of 40 members and a House of Representatives of
160 members; and the Judicial Branch made up of the
Supreme Judicial Court, the Appeals Court and the Trial
Court. In addition, the Legidature has established 56
independent authorities and agencies. Below the level of
state government are county governments and 351 cities
and towns exercising the functions of local governments.
In fiscal year 2000, one county and two county registry of
deeds were abolished and absorbed by the dtate
government. During fiscal year 1999, two counties were
abolished and absorbed by the Commonwealth.

For financial reporting purposes, the Commonwealth has
included all funds, organizations, account groups,
agencies, boards, commissions and ingtitutions. The
Commonwealth has aso considered al potential
component units for which it isfinancially accountable as
well as other organizations for which the nature and
significance of their reationship with  the
Commonwealth is such that exclusion would cause the
Commonwealth’s financial statements to be mideading
or incomplete. As required by GAAP, these financial
statements present the Commonwealth of Massachusetts
(the primary government) and its component units. The
Commonwealth has included 34 entities as component
unitsin the reporting entity because of the significance of
their operational and/or financial relationships with the
Commonwealth.

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

Commonwealth of Massachusetts

(1) The Pension Reserves Investment Trust Fund (PRIT)
was created in 1984, through General Laws Chapter
661 of the Acts of 1983 as amended by the Acts of
1987. PRIT istheinvestment portfolio for the assets
of the Pension Trust Funds. PRIT is managed by the
Pension Reserves Investment Management (PRIM)
Board.

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

type:

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

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

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

(5) The Worcester City Campus Corporation, doing
business as UMass Health System including
Worcester Foundation for Biomedical Research, Inc,
a subsidiary, is a not-for-profit organization founded
for the purpose of fostering and promoting growth,
progress and the general welfare of the University.
The University of Massachusetts, acting through its
Board of Trustees, is the sole corporate member of
the UMass Hedlth System, which is governed by a
nine-member board of directors.

(6) The University of Massachusetts Dartmouth
Foundation, Inc., incorporated as a charitable
corporation under Massachusetts General Laws,
renders financial assistance to educational programs
of the University. It is governed by a twenty-five
member board.

Discrete Component Units — Discrete component units
are entities which are legally separate but are financially
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Notes to General Purpose Financial Statements

Fiscal Year Ended June 30, 2000

accountable to

the Commonwealth, or whose

relationships with the Commonwealth are such that
excluson would cause the Commonwealth’s financial

statements to be mideading or incomplete.

The

Component Units column of the combined financial
statements include the financial data of the following
entities:

)

2

3

The Massachusetts Bay Transportation Authority
and Rail Connections Inc. (MBTA) operates mass
transit facilities within the Greater Boston
metropolitan area, which consists of 78 cities and
towns. The MBTA is overseen by a seven-member
board of directors of which five are appointed by the
Governor. Through June 30, 2000 the
Commonwealth guaranteed the debt of the MBTA
and funded deficiencies in the net cost of service.

The Massachusetts Turnpike Authority (MTA)
operates the Massachusetts Turnpike and the
Sumner - Callahan - Williams Tunnels. The MTA is
governed by three members each appointed by the
Governor. The Commonwealth guarantees debt of
the MTA. The MTA is legally required to use the
calendar year for their fiscal reporting cycle.

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

Berkshire Regional Transit Authority

Brockton Area Transit Authority

Cape Ann Transportation Authority

Cape Cod Regional Transit Authority

Franklin Regional Transit Authority

Greater Attleboro/Taunton Regional Authority

Greenfield-Montague Transportation Area

Lowell Regional Transit Authority

Martha' s Vineyard Transit Authority

Merrimack Valley Regional Transit Authority

Montachusett Regional Transit Authority

Nantucket Regional Transit Authority

Pioneer Valley Transit Authority

Southeastern Regional Transit Authority

Worcester Regional Transit Authority

Commonwealth of Massachusetts
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(4)

©)

(6)

(")

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

The Massachusetts Convention Center Authority
(MCCA) manages the operation of the John B.
Hynes Veterans Memorial Convention Center, the
Boston Common Parking Garage and the Springfield
Convention Center. The MCCA aso manages
Springfield Symphony Hall. The MCCA is governed
by a thirteen-member board of directors, which
includes nine members appointed by the Governor.
The Commonwealth provides grants to fund annual
debt service of the bonds issued and subsidies to fund
annual operating deficits.

The Massachusetts Development Finance Agency
(MDFA) aids public and private agencies in the
converson and redevelopment of  surplus
Commonwealth and federal property, as wel as
blighted, decadent or substandard property for the
purpose of stimulating economic development and to
provide housing to low and moderate income
persons. The MDFA is governed by a board of
directors comprised of eleven members including the
Commissioner of Administration, the Director of
Communities and Development and nine
appointments made by the Governor. The MDFA is
authorized to issue up to $50,000,000 of general
obligation bonds and the Commonwealth aso
provides subsidy assistancee The MDFA aso
requires Commonwealth approval to issue bonded
debt.

The Massachusetts Technology Park Corporation
(MTPC) manages the expansion of industrial and
commercial activity and employment opportunities
in the Commonwealth. It provides support to firms
to maintain, expand and locate their business
activities within the Commonwealth thereby creating
and retaining more rewarding employment
opportunities for citizens of the Commonwealth.
MTPC also manages a segregated trust fund. The
purpose of the trust fund is to generate the maximum
economic and environmental benefits over time from
renewable energy to the ratepayers of the
Commonwealth by promoting the increased
availability, use, and affordability of renewable
energy and related enterprises, institutions, and
projects.
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Notes to General Purpose Financial Statements

Fiscal Year Ended June 30, 2000

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

Economic Devel opment Authorities—

(8)

©)

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

Corporation for Business, Work and Learning
(CBWL) provides services that promote business
modernization, economic growth and opportunities
for gainful and fulfilling employment. CBWL is
governed by a nineteen-member board of Directors,
which includes the Director of Economic
Development and the Director of the Department of
Labor and Workforce Development. The entity is
funded with Commonwealth grants.

(10) The Massachusetts International Trade Council, Inc.

(MITC) stimulates export development through
export assistance programs and the promotion of
foreign investment in Massachusetts industries. The
entity is funded with Commonwealth grants. The
Governor appoints the two-member board.

(11) The Community Economic Development Assistance

Corporation (CEDAC) provides development
assistance to nonprofit corporations to expand the
supply of affordable housing and to foster the
revitalization of economically distressed areas. The
Governor appoints the nine-member board of
directors. The Commonwealth can impose its will
on the entity as the Commonwealth approves the
loans issued by CEDAC, thereby, controlling the
level of services, projects, and activities the entity
provides.

(12) The Massachusetts Corporation for Education

Telecommunications (MCET) operates a statewide
telecommunication network for the
Commonwealth’s public and private sector to
improve the quality of education. MCET is

Commonwealth of Massachusetts
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governed by a board of directors comprised of
eighteen members of which twelve are appointed by
the Governor. The Corporation receives grants from
the Commonwealth to fund its programs.

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

(14) The Commonwealth Zoological Corporation, doing
business as Zoo New England, manages Franklin
Park Zoo and the Walter D. Stone Memorial Zoo.
The Corporation’'s eeven-member board is
appointed by the Governor. The Commonwealth
subsidizes a substantial portion of the operations of
the zoos.

Availability of Financial Information for Component
Unitsand Individual Ingtitutions of Higher Education -

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

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

The following component units were audited by Deloitte &
ToucheLLP:

Discretely Presented:

Massachusetts Technology Park Corporation
75 North Drive
Westborough, MA 01581

Massachusetts Corporation for Education Telecommunications
1 Kendall Square

Building 1500

Cambridge, MA 02139

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

Berkshire Regional Transit Authority
67 Downing Industrial Park
Pittsfield, MA 01201

Brockton Area Transit Authority
70 School Street
Brockton, MA 02401
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Notes to General Purpose Financial Statements

Fiscal Year Ended June 30, 2000

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

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

Community Economic Development
Assistance Corporation

18 Tremont Street

Suite 1020

Boston, MA 02108

Commonwealth Zoological Corporation
1 Franklin Park
Boston, MA 02121

Corporation for Business, Work and Learning
The Schrafft Center

529 Main Street

Boston, MA 02129

Franklin Regional Transit Authority
474 Main Street
Greenfidd, MA 01301

Greater Attleboro/Taunton Regional Authority
7 Mill Street
Attleboro, MA 02703

Greenfield-Montague Transportation Area
382 Deerfield Street
Greenfidd, MA 01301

Lowell Regional Transit Authority
145 Thorndike Street
Lowell, MA 01852

Martha s Vineyard Transit Authority
P. O. Box 5099
Edgartown, MA 02539

Massachusetts Bay Transportation Authority and Rail
Connections Inc.

Ten Park Plaza

Boston, MA 02116

Massachusetts Community Devel opment Finance Corporation

10 Post Office Square, Suite 1090
Boston, MA 02109

Massachusetts Convention Center Authority
900 Boylston Street
Boston, MA 02115

Massachusetts Devel opment Finance Agency

75 Federal Street
Boston, MA 02110

Commonwealth of Massachusetts

Massachusetts Housing Partnership

2 Oliver Street
Boston, MA 02109

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

Massachusetts Turnpike Authority
Ten Park Plaza, Suite 4160
Boston, MA 02116

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

One Ashburton Place, 12" Floor

Boston, MA 02108

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

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

Nantucket Regional Transit Authority
16 Broad Street
Nantucket, MA 02554

Pioneer Valley Transit Authority
2808 Main Street
Springfidld, MA 01107

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

Worcester Regional Transit Authority
287 Grove Street
Worcester, MA 01602

The following blended component units have been audited

by firmsother than Deloitte & ToucheLLP:
Included in the Pension Trust Funds:

Pension Reserve Investment Trust Fund
125 Summer Street, 10th Floor
Boston, MA 02110

Included in the University and College Fund Type:

Massachusetts State College Building Authority
75 Park Plaza, P.O. Box 5
Boston, MA 02116

University of Massachusetts Building Authority
100 Venture Way, 2™ Floor
Hadley, MA 01035
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Notes to General Purpose Financial Statements

Fiscal Year Ended June 30, 2000

University of Massachusetts Dartmouth
Foundation, Inc.

Old Westport Road

North Dartmouth, MA 02747

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

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

55 Lake Avenue North

Worcester, MA 01655

The following institutions of higher education wer e audited
by firmsother than Deloitte & ToucheLLP:

Berkshire Community College
1350 West Street
Pittsfield, MA 01201

Bridgewater State College
131 Grove Stregt
Bridgewater, MA 02324

Bristol Community College
777 Elsbree Street
Fall River, MA 02720

Bunker Hill Community College
New Rutherford Avenue
Charlestown, MA 02129

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

Fitchburg State College
160 Pear| Street
Fitchburg, MA 01420

Framingham State College
100 State Street
Framingham, MA 01701

Greenfield Community College
One College Drive
Greenfidd, MA 01301

Holyoke Community College
303 Homestead Avenue
Holyoke, MA 01040

Massachusetts College of Art
621 Huntington Avenue
Boston, MA 02115

Massachusetts College of Liberal Arts

375 Church Street,
North Adams, MA 01247

Commonwealth of Massachusetts 59

Massachusetts Maritime Academy
101 Academy Drive
Buzzards Bay, MA 02532

Massasoit Community College
One Massasoit Boulevard
Brockton, MA 02402

Middlesex Community College
33 Kearney Square
Lowell, MA 01852

Mount Wachusett Community College
444 Green Street
Gardner, MA 01440

North Shore Community College
One Ferncroft Road
Danvers, MA 01923

Northern Essex Community College
100 Elliot Street
Haverhill, MA 01830

Quinsigamond Community College
670 West Boylston Street
Worcester, MA 01606

Roxbury Community College
1234 Columbus Avenue
Roxbury Crossing, MA 02120

Salem State College
352 Lafayette Street
Salem, MA 01970

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

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

Westfield State College
577 Western Avenue
Westfield, MA 01086

Worcester State College
486 Chandler Street
Worcester, MA 01602

The following institution of higher education did not have
an audit performed:
Massachusetts Bay Community College

50 Oakland Avenue
Wellesley, MA 02181
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The following External Investment Trust was audited by a
firm other than Deloitte & Touche, LLP:

Massachusetts Municipal Depository Trust
Office of the State Treasurer

One Ashburton Place, 12" Floor

Boston, MA 02108

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

Commonwealth of Massachusetts Deferred Compensation Plan
C/O Office of the State Treasurer

One Ashburton Place, 12" Floor

Boston, MA 02108

The following are “related organizations’ under GASB
Statement No. 14, “The Financial Reporting Entity”:
Massachusetts Port Authority, Massachusetts Housing
Finance Agency, Massachusetts Health and Educational
Facilities Authority and Massachusetts Technology
Development Corporation. The Commonwealth is
responsible for appointing a voting majority of the
members of each entity’ s board, but the Commonwealth’s
accountability does not extend beyond the appointments.

b. Fund Accounting —

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

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

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

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

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

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

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

Proprietary Funds — include Internal Service Funds
which account for the financing of services provided by
one department or agency to other departments or
agencies or to other governmental units.

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

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

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

Pension Trust Funds account for net assets held in trust
for the State Employees and Teachers Retirement
Systems and assets held in trust for the cities and towns.

External Investment Trust Fund accounts for the portion
of pooled cash held under the custodianship of the
Commonwealth for the benefit of cities, towns and other
political subdivisions of the Commonwealth.

Agency Funds account for assets the Commonwealth
holds on behalf of others. Agency Funds are custodial in
nature and do not involve measurement of operations.

University and College Funds — account for the activities
specific to the operation of the Commonwesalth’s public
ingtitutions of higher education, including its medical
schoal.

Current Funds are comprised of unrestricted funds which
may be used at the discretion of the individual
ingtitution’s governing body and restricted funds which
must be utilized for specific purposes established by
others.

Loan Funds account for resources available to make loans
to students, faculty and staff.
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Endowment and Similar Funds are comparable to trust
funds, and they must be administered according to the
terms of specific agreements.

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

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

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

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

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

c. Measurement Focus and Basis of Accounting —

Governmental and Expendable Trust Funds are
accounted for using a flow of current financial resources
measurement focus and the modified accrual basis of
accounting. The discretely presented component unit
MTPC is accounted for on the current financial resources
and modified accrual basis of accounting. Revenues are
recognized when they become both measurable and
available. “Available’ means expected to be collected
within the current period or soon enough thereafter to be
used to pay liahilities of the current period. Significant
revenues susceptible to accrual include income, sales and
use, corporation and other taxes, federal grants, federal
reimbursements and other reimbursements for use of
materials and services. Revenues from other financing
sources are recognized when received. Expenditures are
recorded in the period in which the related fund liability
isincurred. Principal and interest on general long-term
obligations are recorded as fund liabilities when due.
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Proprietary Funds, Nonexpendable Trust, External
Investment Trust and Pension Trust Funds and discretely
presented Component Units, except for MTPC
governmental activities, are reported using a flow of
economic resources measurement focus and the accrual
basis of accounting. Under this method, revenues are
recorded when earned and expenses are recorded at the
time liabilities are incurred. This measurement focus
emphasizes the determination of net income. For all
proprietary funds and component units that use
proprietary fund accounting, the Commonwealth applies
all applicable Financial Accounting Standards Board
(FASB) pronouncements issued on or prior to November
30, 1989, unless those pronouncements conflict with or
contradict GASB pronouncements.

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

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

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

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

Statutory expenditures generally are recorded when the
related cash disbursement occurs. At year end, payroll is
accrued and payables are recognized, to the extent of
approved encumbrances, for goods or services received
by June 30. Costsincurred 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
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or otherwise processed for payment. All encumbrances
that do not relate to specific payables lapse at year end.

The Commonwealth has separately published its audited
“Statutory Basis Financial Report” for the fiscal year
June 30, 2000, dated October 24, 2000.

d. Cash and Short-Term | nvestments and
| nvestments -

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

The Pension Trust Funds, with investments totaling
approximately $31,280,296,000, at fair value, are
permitted to make investments in equity securities, fixed
income securities, real estate and other alternative
investments. For investments traded in an active market,
the fair value of the investment will be its market price.
The Pension Trust Funds include investments in red
estate, venture capital funds, real estate funds, limited
partnerships, futures pools, international hedge pools,
commodities pools, balanced pools, leveraged buyouts,
private placements and other alternative investments.
The structure, risk profile, return potential and
marketability differ from traditional equity and fixed
income investments. Concentrations of credit risk exist
if a number of companies in which the Fund has
invested, are engaged in similar activities and have
similar economic characteristics that could cause their
ability to meet contractual obligations to be similarly
affected by changes in economic or other conditions. To
mitigate the exposure to concentrations of risk, the
Pension Trust Funds invest in a variety of industries
located in diverse geographic areas. As of June 30, 2000,
the estimated fair value, determined by management with
input from the investment managers, of these real estate
and alternative investments was approximately
$3,417,147,000 in the Pension Trust Funds, representing
7.6%, of the total assets of the Fiduciary Fund Type.

The Commonwealth maintains a short-term investment
pool established by the State Treasurer on June 8, 1977
through a Declaration of Trust. The investments are
carried at amortized cost, which approximates fair value.
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The primary government’s and component unit’s share
are reported as short-term investments within ther
respective reporting categories. The various local
governments and other political subdivisions share of net
asset is approximately $2,400,474,000 is reported as an
External Investment Trust within the Fiduciary Fund

Type.

Included in the discretely presented Component Units is
approximately $800,319,000 in investments, whose
valuation was determined by management. In making its
valuations, management considered the cost of
investments, current and past operating results, current
economic conditions and their effect on the borrowers,
estimated realizable values of collateral, and other factors
pertinent to the valuation of investments. There is no
public market for most of the investments. Management,
in making its evaluation, has in many instances relied on
financial data and on estimates by management of the
companies they have invested in as to the effect of future
developments.

Investments of the University of Massachusetts (UMass)
are stated at fair value. Annuity contracts represent
guaranteed investment contracts and are carried at
present value. Investments of the Commonwealth’s
Employees Deferred Compensation Plan are carried at
fair value.

e.  SecuritiesLending Program —

The Pension Trust Funds participate in securities lending
programs. Under these programs, the Trusts receive a
fee for allowing brokerage firms to borrow certain
securities for a predetermined period of time, securing
such loans with cash or collateral typically egualing
102% to 105% of the market value of the security
borrowed. At June 30, 2000, the market value of the
securities on loan from PRIT was approximately
$1,260,000,000. The value of the collateral held by PRIT
amounted to approximately $1,365,000,000 at June 30,
2000. The PRIT trust securities on loan were
collateralized at all timesby U.S. Treasury securities of at
least 100% of the value of the loaned securities. The
collateral securities cannot be pledged or sold by PRIT
unless the borrower defaults. The securities lending
agents indemnify PRIT in the event that the agents fail to
return the securities lent or if the collateral is inadequate
to replace the securities lent. PRIT does not beieve it
has credit risk exposure to the borrower because the
amounts PRIT owes the borrower exceeds the amounts
the borrower owes PRIT. The securities on loan are
included in investments at fair value as of June 30, 2000
in the combined balance sheet.
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f. Receivables —

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

g. DueFrom Citiesand Towns -

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

h. Inventories and Other Assets -

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

The costs of materials and supplies are recorded as
expenditures in Governmental Funds when purchased.

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

i. Fixed Assets -

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

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

The Commonwealth capitalizes all land except land
associated with infrastructure. It capitalizes buildings,
equipment, and computer software with costs in excess of
$15,000 at the date of acquisition and with expected
useful lives of greater than one year. Interest incurred
during construction is not material and it is not
capitalized. Public domain general fixed assets and
infrastructure (roads, bridges, tunnels, dams, water and
sawer systems, etc.) are not capitalized. No depreciation
isprovided on general fixed assets.
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Fixed assets of the University and College Fund are
recorded at cost when purchased or constructed. Major
construction projects financed through the issuance of
Commonwealth bonds are not recognized as additions to
investment in plant until completed. All land and library
collections are capitalized. The University of
Massachusetts and state colleges capitalize all other fixed
assets with costs in excess of $1,000. The community
colleges capitalize al other fixed assets with costs in
excess of $15,000 consistent with the Commonwesalth’s
fixed asset policy. No provision for depreciation is
recognized except for depreciation recorded on the
University of Massachusetts Foundation, Inc. and the
University of Massachusetts Dartmouth Foundation, Inc.
fixed assets, which are depreciated on a straight-line
basis over the estimated useful lives of the assets.

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

The estimated useful lives of fixed assets are as follows:

Structures and improvements................... 3- 60 years
Equipment, furniture,

fixturesand vehicles...........ccceeuernenee 3- 25 years
j- Interfund/Intrafund Transactions -

During the course of its operations, the Commonwealth
records transactions between funds and/or between
departments.  Transactions of a buyer/sdler nature
between departments within a fund are not eiminated
from the individual fund statements. Receivables and
payables resulting from transactions between funds are
classified as “ Due from other funds’ or “ Due to other
funds’ on the balance shest.

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

k. Fringe Benefit Cost Recovery -

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

I.  School Construction Grants Payable -

The Commonwealth, through legidation, is committed to
reimburse certain cities, towns and regional school

districts for a portion of their debt service costs for school

construction and renovation. The amounts expected to be
liquidated with available financial resources are reported
as expendituresin fund liabilities. The long-term portion
of this liability is recorded in the General Long-Term
Obligations Account Group.

m. Compensated Absences -

For Governmental Fund and Expendable Trust Funds,
vested or accumulated vacation and sick leave expected
to be liquidated with expendable available financial
resources are reported as expenditures and fund
liabilities.  Amounts that are not expected to be
liguidated within a year are reported in the General
Long-Term Obligations Account Group.

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

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

n. Lottery Revenue and Prizes -

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

0. RiskFinancing-

The Commonwealth does not insure for employees
workers compensation, casualty, theft, tort claims and
other losses. Such losses, including estimates of amounts
incurred but not reported, are included as accrued
liabilities in the accompanying financial statements when
the loss is incurred. For employee's workers
compensation, the Commonwealth assumes the full risk
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of claims filed under a program managed by the Human
Resources Division. For personal injury or property
damages, Massachusetts General Laws limit the risk
assumed by the Commonwealth to $100,000 per
occurrence, in most circumstances. The Group Insurance
Commission administers health care and other insurance
for the Commonwealth’s employees and retirees. The
Internal  Service Funds account for workers
compensation and group insurance risk financing
activities.

p. Fund Balances-

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

Fund balances have been reserved as follows:

“Reserved for continuing appropriations’ — identifies
unexpended amounts in appropriations which the
Legidature has specifically authorized to be carried into
the next fiscal year.

“ Reserved for tax reduction” — identifies the amount set
aside according to Section 6 of Chapter 29B of the
General Laws.

“ Reserved for Commonwealth stabilization” — identifies
amounts set aside according to Section 5C of Chapter 29,
Chapter 87 and 236, Section 79 of the Acts of 2000.

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

“Reserved for deferred compensation” — identifies
amounts held for employees payment of deferred
compensation in accordance with Internal Revenue
Service Code Section 457.

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

“ Reserved for retirement of indebtedness’ — identifies
amounts held by fiscal agents to fund future debt service
obligations pertaining to Special Obligation Revenue
Bonds authorized under Section 20 of Chapter 29 of the
Massachusetts General Laws and Chapter 33, Acts of
1991 and Grant Anticipation Notes authorized by
Chapter 11 of the Acts of 1997 and Chapter 121 of the
Acts of 1998.
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“ Reserved for nonexpendable trusts’ — identifies amounts
being held by the Commonwealth on behalf of third
parties for which only the interest can be expended.
“Reserved for capital projects’ — identifies amounts
reserved for capital projects.

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

g. Total Columns— Memorandum Only —

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

r. Reclassifications-

For the fiscal year ended June 30, 2000, certain
reclassifications have been made to the 1999 balances to
conform to the presentation used in 2000. Certain
amounts in the separately issued Component Units
financial statements have been reclassified to conform to
the accounting classifications used by the
Commonwealth.

2. BUDGETARY CONTROL

State finance law requires that a balanced budget be
approved by the Governor and the Legidature. The
Governor presents an annual budget to the Legidlature
which includes estimates of revenues and other financing
sources and recommended expenditures and  other
financing uses. The Legidature, which has full authority
to amend the budget, adopts an expenditure budget by
appropriating monies at the individual appropriation
account level in an annual appropriations act.

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

In addition, Massachusetts General Laws authorize the

Secretary for Administration and Finance, with the
approval of the Governor, upon determination that
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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
Legidature has authorized that an unspent balance from
the prior fiscal year be carried forward and made
available for spending in the current fiscal year. In
addition, the Legislature may direct that certain revenues
be retained and made available for spending within an
appropriation account. The allocation of fringe benefits
and other costs which are mandated by state finance law
are not itemized in the appropriations process or
separately budgeted.

The original fiscal year 2000 appropriations act was
Chapter 127, Acts of 1999. This appropriation act
authorized $19,931,438,000 in direct appropriations. In
addition, the act contained $902,377,000 in
authorizations to retain and expend certain non-tax
revenues, of which $884,250,000 were estimated to be
collected and expended. The act also included
$112,994,000 in interagency chargebacks. Chapter 127
included estimates of $14,787,000,000 in tax revenues
and approximately $6,107,752,000 in non-tax revenues.
With these revenues (exclusive of chargebacks) projected
to total approximately $20,894,752,000 and with
unreserved balances of approximately $386,893,000
carried forward from the fiscal year 1999, the budget as
presented in this original appropriation act was
considered to be in balance.

During fiscal year 2000, the Legidature also passed and
the Governor signed, with some modification through
veto, Chapters 101, 175, 176 and 177 of the Acts of 1999
and Chapters 1, 34, 82 and 111 of the Acts of 2000,
which included numerous supplemental budgetary
appropriations. These supplements added $117,000 of
retained revenues and $429,292,000 in direct
appropriations.

Subsequent to June 30, 2000, the Legidature passed and
the Governor signed Chapters 150 and 236 of the Acts of
2000, which included $92,950,000 in retained revenues
and $255,779,000 in additional supplemental direct
appropriations.  The cumulative fiscal year 2000
appropriations, retained revenues and interagency
chargebacks totals $21,725,000,000. Appropriations
continued from fiscal year 1999 totaled approximately
$212,166,000 and certain interfund transfers directed by
statute totaled approximately $1,343,425,000.
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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 mideading. Also,
these financial statements portray fund accounting with
gross inflows and outflows, thus creating a discrepancy to
separately published budget documents. In conducting
the budget process, the Commonwealth excludes those
interfund transactions that by their nature have no impact
on the combined fund balance of the budgeted funds.

Generally, expenditures may not exceed the level of
spending authorized for an appropriation account.
However, the Commonwealth is statutorily required to
pay debt service, regardless of whether such amounts are
appropriated. In addition, certain interfund assessments
to alocate fringe benefits and other costs which are
mandated by state finance law are not itemized in the
appropriation process or separately budgeted.

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

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

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

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

Special
Revenue

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

(2,719,635) $ 2,892,615

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

186,708

24,859 (24,859)

Basis of accounting differences:

Net changein taxesreceivable...........ccocoereeeeunencne.
Net changein

due from federal government...........cccccvururerenen
Net changein other

receivables and other assets.........cooveeveeecenecenenes
Net changein tax refunds

and abatements payable...........ccocerrrrnrinencnenas
Net change in accounts

payable and other liabilities.........cccooeeeereveecnnne.

93,098
85,073 47,013
(155,229) 1,328
(27,986) (20,179)

168,585 200,949

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

(2531,235) $ 3,338,135

3. DEPOSITS AND INVESTMENTS

Cash and Short-term Investments —The Commonwesalth
maintains a cash and short-term investment pool, which
is utilized by the Governmental and Fiduciary Fund

types.
Primary Government -

As of June 30, 2000, the carrying amount of the Primary
Government’s total cash and cash eguivalents was
$1,343,418,000 and the corresponding bank balance was
$1,041,195,000. Bank deposits in the amount of
$7,456,000 were insured by the Federal Deposit
Insurance Corporation, $41,499,000 were collateralized
in the name of the Commonwealth and $992,240,000
were uninsured and uncol lateralized.

Component Units -

As of June 30, 2000, the carrying amount of the
discretely presented Component Unit’'s total cash and
cash equivalents was $1,197,616,000 and the
corresponding bank balances were $950,048,000. Bank
deposits of $144,656,000 were insured by the Federal
Deposit  Insurance Corporation, $739,000 were
collateralized in the name of the respective component
units, and $804,653,000 were uninsured and
uncollateralized.

I nvestments — The investments are reported at fair value
in the financial statements. The deposits and
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investments of the Component Units and the University
and College Funds and the investments of the Pension
Trust Funds are held separately from those of other
Commonwealth funds, with the exception of their
investmentsin MMDT.

Statutes authorize the Primary Government to invest 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 Pension Trust Funds are permitted to make
investments in equity securities, fixed income securities,
real estate and other alternative investments. In the
following table, these alternative investments, venture
capital and futures pools are classified as other
investments. The investment policies of the Component
Units are the same as the Primary Government’s, except
that they permit investment in equity securities.

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

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

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

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

Primary Government — Investments of the Primary Government at June 30, 2000, are as follows (amounts in thousands):

Category Category Category
1 2 3 Total

lnvestment
Repurchase agreements.............. $ 369,211 $ 1,915 $ 763 $ 371,889
U.S. Treasury obligations........... 967,726 5,572 56,648 1,029,946
Commercial paper.......ccceeevveennen, 4,831,655 - 358 4,832,013
Government obligations............. 3,484,540 42,424 - 3,526,964
Equity securities.........ccccceeenee. 19,923,116 587 22,397 19,946,100
Fixed income securities.............. 4,234,681 - 212,289 4,446,970
Asset backed investments........... 1,021 - 861 1,882
NOEES....coveeveieeie e 428,084 - - 428,084
Other ..o, 9 4,637 3,447 8,093

$ 34,240,043 $ 55,135 $ 296,763 34,591,941
Money Market INVESIMENTS. .. ... ... ittt e et et e e e e e e e e e e eaean s 952,585
Mutual fund INVESEMENTS. .. ... .c. e e e e e e e e e e e eeaan 41,315
ANNUILY CONTIACES. .. ot it et et et et e e e e e e e e e e e et et e e e aenaen s 1,406,527
REAL BSLALE. .. .t et e et e et e e e e e e et e e e 1,595,131
ASSEES el INTrUSE. .. ..o e e e e e e e e e e e s 2,143,227
DepoSitSWith U.S. TrEasUrY... ..o i e e e e e e e e e e e e e e 2,050,556
CertifiCates Of DEPOSITS. .. .uuivn et et et et et et e e e et et et e e e e e e e 258,291
(@14 1 PR 1,824,198
LI PPN $ 44,863,771
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Following is a reconciliation of investments as
summarized on page 67 to the balance as recorded in the
combined balance sheet (amounts in thousands):

Investments as summarized on page 67......... $ 44,863,771
Less.
Short-term investments reported
in the combined balance sheet as
cash and short-term investments............ 6,967,583

Restricted investments reported
separately in the combined
balance sheet.........ccovvrircecccicne 266,552

Assets held in trust reported separately

in the combined balance shest................ 2,143,227
Annuity contracts reported separately

in the combined balance shest................ 1,406,527
Deposits reported separately

in the combined balance shedt............... 2,203,766

Investments as reported on
the combined balance sheet................... $ 31876116

Following is a reconciliation of the balance of cash and
short-term investments at June 30, 2000 (amounts in
thousands):

Carrying amount of cash

and cash equivalents..........cceeeeeeeeeeveeennen. $ 1,343,418
Cash with fiscal agent.......ccceeeveeeveveveieeeee. (76,033)
Short-term investments...........ccocceeeveeeeeenennen. 6,967,583
Cash and short-term

investments as reported on

the combined balance shedt........................ $ 8,234,968

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

i) Forward Currency Contracts — The Pension Trust
Funds enter into forward currency contracts to hedge the
exposure to changes in foreign currency exchange rates
on foreign portfolio holdings. The market value of the
contract will fluctuate with changesin currency exchange
rates.
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The contract is marked-to-market daily and the changein
market value is recorded by the fund as an unrealized
gain or loss by the Pension Trust Fund.

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

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

The potential risk is that the change in the value of
futures contracts primarily corresponds with the value of
underlying instruments which may not correspond to the
change in value of the hedged instruments. In addition,
thereis arisk that PRIT may not be able to close out its
futures positions due to a nonliquid secondary market.
Risks may arise from the potential inability of a
counterparty to meet the terms of a contract and from
unanticipated movements in the value of a foreign
currency relative to the U.S. dollar. The Pension Trust
Funds may also invest in financial futures contracts for
nonhedging purposes.

Payments are made or received by the Pension Trust
Funds each day, depending on the daily fluctuations in
the value of the underlying security, and are recorded as
unrealized gains or losses. When the contracts are
closed, the Pension Trust Funds recognize a gain or loss.
The notional value of the futures contracts at June 30,
2000 for the Pension Trust Funds was approximately
$226,395,000 resulting with an unrealized gain of
approximately $4,140,000.

iii) Options — PRIT is also engaged in sdling or
“writing” options. The Pension Trust Funds, as writers
of options, may have no control over whether the
underlying securities may be sold (call) or purchased
(put) and, as a result, bears the market risk of an
unfavorable change in the price of the security
underlying the written option. As of June 30, 2000, there
were no material options outstanding.
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Component Units — Investments of the discretely presented Component Units at June 30, 2000 are as follows (amounts in

thousands):
Category Category Category
1 2 3 Total
Investment
Repurchase agreements.......... $ 1,078 $ 132,791 $ 2624 $ 136,493
U.S. Treasury obligations....... 2,050 - 312 2,362
Commercial paper.................. 118,048 - 321 118,369
Government obligations......... 133,234 600,461 48,438 782,133
Equity securities..............u..... - - 1,654 1,654
Fixed income securities.......... - - 516 516
NOLES......ceeeeeeeeee e 11,911 - 6,906 18,817
(@101 SUTTT - - 7,460 7,460
$266,321 $ 733,252 $ 68,231 1,067,804
ASSES NEIO INTTUSE. ..o e e e e e e e e e en s 5,441
Guaranteed INVESEMENT CONEIACES. .. ... ouuv it iee e e e 728,498
Certificate Of AEPOSITS. ... . it e e e e e e e e eeans 16,621
o) 7= $ 1,818,364
Following is a reconciliation of investments summarized Following is a reconciliation of the balance of cash and
above to the balance as recorded in the combined balance short-term investments at June 30, 2000 (amounts in
sheet (amounts in thousands): thousands):
Investments as summarized aboVe...........cccveveeevveecreecreeceeiie e, $ 1,818,364 Carry| ng amount of cash and cash muivde’]ts_ ................. $ 171977616
Less: .
Short-term investments reported in the combined Short-term |nv0£tmer1t§ reported
balance sheset as cash and short-term investments................. 5,405 as cash and cash equl VAlENES...cooc e, 5,405
Restricted investments reported separately Cash and cash eguivalents as reported
in the combined balance shegt.........ccccoveeveieiiecieceeceeene 1,007,199 in the combined bal anCe SNEt ... $ 1,203,021
Assets held in trust reported separately
in the combined balance sheet.............cooooveeeieicicicieies 5,441
Investments as reported in the combined balance shet.............. $ 800,319
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4. RECEIVABLES

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

thousands):

Primary Government —

General Fund...........ccccvveneee.
Special Revenue Funds............
Capital Projects Funds.............
Trust and Agency Funds.........

University and

College Fund............ccueue.e.

Less allowance for

uncollectibles...........ccueueee,

Net receivable..........ccocvevenene,

Component Units—

Less allowance for uncollectibles

Net receivable.............c.cooeueee.

Commonwealth of Massachusetts

Due from
Federal
Taxes Government Loans

Allowance
for Net
Other Uncollectibles  Receivable

$ 1265139 $ 497972 $ - $ 661,316 $ (745,735 $ 1,678,692
885,348 521,478 - 173,648 (151,129) 1,429,345

- - - 76 (23) 53

308,216 3,843 4,437 1,075,051 (711,235) 680,312
- 19,946 59,346 210,745 (33,413) 256,624
2,458,703 1,043,239 63,783 2,120,836 _$(1,641,535) 4,045,026

(398,963) (8.024) (7.550) 1,226,998 -
$ 2059740 _$1035215 _$ 56,233 _$ 893,838 $ 4,045,026
Due from Allowance
Federal for Net

Government Loans QOther Uncollectibles  Receivable

$ - $ - $ 22,194 % - % 22,194

- - 18,026 - 18,026

12,432 - 11,707 (350) 23,789

101,741 1,462,562 37,250 - 1,601,553

- 92,850 24,112 (14,006) 102,956

- - 1,132 (51) 1,081

- - 4,452 - 4,452

8,714 197,578 7,501 (4,692) 209,101

122,887 1,752,990 126,374 _$  (19,099) 1,983,152

...... - (18,324) (775)

.......... $ 122,887 $ 1,734,666 $125,599 $ 1,983,152
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5. RECEIVABLES AND PAYABLES BETWEEN FUNDS AND COMPONENT UNITS

Receivables and payables between funds and component units reflected as due to/from primary government/component units
in the combined balance sheet at June 30, 2000 are summarized as follows (amounts in thousands):

Primary Government: Component Units:

Duefrom Dueto Duefrom Dueto

Genera Fund: General Fund:

Special Revenue Funds: -3 159,554
Federal Grants... $ 54134 $ - - 20,331
- 29,250 -
- - - 28,443
Environmental... 31,626 - - 60
1 1234
Capital Projects Funds: 29,251 209,622
- 66,266
Capital Investment Trust . - 15,580
Boston Convention and Exhibition 23,149 - - 30,496
Capital Improvement & Investment Trust. - 221,429 - 16
Capital Expenditure Reserve. 27,323 - Subtotal.... - 30,512
Highway............. 352,666 -
Federal Highway. - 82,305 Capital Projects Funds:
Government Land Bank 9,380 - - 160,000
Intercity Bus. 3,531 - - 770
Local Aid. . - 12,126 - 160.770
- - Subtotal - Primary Government... 29,251 400,904
University and College Fund:
Current - Unrestricted..........cocccvnrieicccccinenns 8,836 - MBTA:
SUBLOLAL ... 510,645 397,706 General FUNd..........cccciiiiiiiniiccccccce 159,554 -
Capital Projects Funds:

Special Revenue Funds: Highway. 160,000 -
General FuNd........ccoouiiiiininiccccccc, - 85,760 319,554 -
Special Revenue Funds:

HIGhWaY.......cocviiiiicc - 141 RTAs:

Capital Projects Funds: 20,331 -

Federal Highway Construction.. - 84,693
141 - 10,165 -
141 170,594 20,331 -
50,827 -

Capital Projects Funds:
MDFA:

General FUNd........ccoouiiiiiiiccccccc, 397,706 416,049 - 29,250
Special Revenue Funds: - 29,250

Other.. 84,693 -

Subtotal... 482,399 416,049 MCCA:

28,443 -

Internal Service Funds: 28,443 -
University and College Funds:

Current - unrestricted... 20,573 - MTPC:
20,573 - General FUNd.........cccccocciiiininiceccee, 60 -
SUDLOLAL......oocvicii s 60 -
University and College Fund:
General FUNd........ccoouiiiiiiniccceccee, - 8,836 Economic Development Authorities:
Internal Services Funds: General FUNd.........cccoouiiiiiiiiiicccccc 1,234 1
Employees Workers' Compensation................ - 20,573 Special Revenue Funds:
University and College Fund: Local Aid.....cciiii 16 -
Current - unrestricted. 82,978 54,896 Capital Projects Funds:
Current - restricted. 891 48,445 Capital Improvements and
158 - Investment Trust........cccceeviniiicciciccs 770 -
20,792 - 2,020 1
. 1,662 3,140 Subtotal Component Units. 400,904 29,251
SUBLOLAL ... 106,481 135,890
Total CompoNeNt UNItS..........ccevreeereereeneeneeneenenns $ 430,155 _$ 430,155
Total Primary Government.. . _$ 1,120239 _$ 1,120,239
MTA:
Capital Projects Funds:
Capital Expenditures Reserve (1)..........ccccocueueens 100,000
$ 530,155

(1) Difference of $100 million between the Primary Government and Component is due to MTA having afiscal year ending December 31, 1999.

Commonwealth of Massachusetts 71 Comprehensive Annual Financial Report



Notes to General Purpose Financial Statements

Fiscal Year Ended June 30, 2000

6. FIXED ASSETS
Primary Government-

General Fixed Asset Account Group — Changes in
general fixed assets by category at June 30, 2000 are as
follows (amounts in thousands):

Balance at Balance at

Land $ 559,122 $ 21,054 $ 180 $ 579,996
Building: 2,555,047 489,732 396,581 2,648,198
Machinery and equipment.............c.ccccoeveua. 629,651 70,674 44,119 656,206
Construction in progress. 79,858 232,556 279,084 33,330
Totalsat historical CoSt.......ccviruniirinicninnnns $3,823678 _$814,016 _$719964 _$ 3,917,730

University and College Fund Type — Fixed assets consist
of the following at June 30, 2000 (amounts in
thousands):

Amount

o SR $ 49,111
BUIliNGS......ocviiieiececeeececeee e 1,945,789
Machinery and equipment...........cccceeevveieeeeeeennnne. 646,116
Construction iN Progress.........ceceeeveeeeeeeeseeeeeeseens 67,183

2,708,199
Less accumulated depreciation...........ccccveeuenen. (4,046)
10, - S $ 2,704,153

Component Units — Fixed assets consist of the following
at June 30, 2000 (amounts in thousands):

Amount
Land and improvements...........cocoeeeveeeerveesennenn $ 277,428
INFrAStTUCIUN ... 1,377,083
Structures and improvements..........c.coceeeevveeenne 6,724,166
Equipment, furniture, fixtures and vehicles....... 2,022,964
1o =) TR 10,401,641
Less accumulated depreciation..................... (2,987,564)
Net fiXed 8SSES.....cocvi e 7,414,077
CONSLruCtion iN PrOArESS.........vveeieeveeeeireieesvieens 1,277,155
1o = ISR $ 8,691,232

Commonwealth of Massachusetts

7. SHORT-TERM FINANCING AND CREDIT
AGREEMENTS

Primary Government -

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

General Fund — The Commonwealth was authorized by
General Laws to issue short-term notes to finance
working capital advances to the MBTA. The
Commonwealth retired these notes through subsequent
appropriations and assessments to cities and towns.
There were no such notes outstanding at June 30, 2000.

The balance of revenue anticipation notes (RANS)
fluctuates during the fiscal year but must be retired prior
to June 30. During fiscal year 2000, there were no RANS
issued or outstanding.

Capital Projects Funds — The Commonwealth may issue
bond anticipation notes (BANS) to temporarily finance its
capital projects. On December 22, 1999, the
Commonwealth issued $175,000,000 in commercial
paper in anticipation of issuance of long-term debt. The
proceeds of the issuance were deposited in the Capital
Projects Funds. On February 29, 2000, as part of a long-
term debt issuance, the Commonwealth retired this
commercial paper from the bond proceeds and paid an
additional $1,301,000 in interest costs. No commercial
paper or other BANs were outstanding at June 30, 2000.

On September 7, 2000, the Commonwealth sold General
Obligation Bond Notes, Series 2000 A, in the aggregate
principal amount of $400,000,000 with an interest rate of
5%. The notes mature on September 6, 2001.  The
notes are issued as BANs to finance costs associated with
the development of convention centers in Boston and
Worcester. The notes may also be used to pay other
capital costs of the Commonwealth.

On September 27, 2000, the Commonwealth issued
$220,000,000 in commercial paper in anticipation of the
$577,605,000 in Grant Anticipation Notes (GANS) that
were sold on November 15, 2000.

Letter-of-Credit Agreements — During fiscal year 2000,
the  Commonwealth  maintained  letter-of-credit
agreements with a bank in order to provide credit and
liquidity support for its commercial paper program. The
letters of credit were available to secure up to
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$200,000,000 of Commonwealth commercial paper plus
interest thereon. Advances were available, subject to
certain limitations and bearing interest at the bank rate as
defined, in anticipation of revenue or bond proceeds and
repayable by the following June 30, subject to extension
in certain circumstances, at the Commonwealth’s option.
No such advances were drawn during fiscal year ended
2000, or subsequent thereto. The existing letter of credit
expired on October 31, 2000. The average costs are
approximately .09 % on both unutilized and utilized
amounts.

Line-of-Credit Agreement — During fiscal year 2000, the
Commonwealth maintained a line-of-credit agreements
to provide liquidity support for commercial paper notes.
On September 28, 1999, the Commonwealth entered into
line-of-credit agreements with two banks to provide a
total of $400,000,000 in liquidity support for the
Commonwealth’s commercial paper program. These
agreements expire in September of 2001 and 2002,
respectively. The costs of these facilities average
approximately .08% on unutilized amounts and .095 %
on utilized amounts.

Component Units -

MBTA short-term notes payable outstanding at June 30,
2000 totaled $160,000,000, due September 1, 2000 with
an interest rate of 4.25%. These notes were paid by the
Commonwealth as part of the forward funding.

The RTAs had $78,053,000 short-term notes payable
outstanding at June 30, 2000. All the notes mature
during fiscal year 2001 and have interest rates ranging
from 3.70% to 5.25%.

Subsequent to June 30, 2000, the RTAs rolled over
$44,853,000 of revenue anticipation notes with interest
rates ranging from 3.75% to 5.00% due in fiscal year
2001.

8. LONG-TERM DEBT

Under the Constitution of the Commonwealth of
Massachusetts, the Commonwealth may borrow money
(a) for defense, (b) in anticipation of receipts from taxes
or other financing sources, any such loan to be paid out
of the revenue of the year in which the loan is made, or
(c) by a two-thirds vote of the members of each house of
the Legidature 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 principa of the loan. In addition, the
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Commonwealth may give, loan or pledge its credit by a
two-thirds vote of the members of each house of the
Legidature present and voting thereon, but such credit
may not in any manner be given or loaned in aid of any
individual, private association, or corporation which is
privately owned or managed.

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

As of June 30, 2000, the Commonwesalth had three types
of long-term debt outstanding: general obligation bonds,
special obligation bonds and grant anticipation notes.

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

Some Commonwealth general obligation debt isissued as
college opportunity bonds (COBs) as authorized by the
Massachusetts General Laws. Such bonds were issued
initially in fiscal year 1996 and continued through fiscal
2000 in the amount of $95,439,000, with maturities
ranging from 2000 through 2019. COBs have an
accreting interest component payable at maturity. The
annual accretion rate of each COB’s maturity is a
variable rate equal to the change in annual Consumer
Price Index (CPl) plus 2.0%. Assuming the CPI
averages 3.5% during the life of the outstanding COBs
the payments due at maturities of the COBs will total
approximately $165,878,000. In addition, COBs pay
current interest in the amount of 0.5% per year of the
initial amount still outstanding. These bonds are backed
by the full faith and credit of the Commonwealth.
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On August 1, 2000 the Commonwealth issued
approximately  $6,626,000 in additional College
Opportunity Bonds, with maturities of 2005 to 2020.
The terms and conditions of these bonds are the same of
those issued in fiscal years 1996 through 2000.

On October 15, 2000, the Commonwealth sold
$563,735,000 of general obligation bonds. The bond
principal matures annually on October 1 2001 through
2022 at yields from 4.29% to 5.55%.

On November 15, 2000, the Commonwealth sold
$577,605,000 of GANSs as part of the Central Artery /
Tunne Project. The note principal matures semiannually
beginning on December 15, 2005 and June 15, 2006
through June 15, 2015 at yields from 4.64% to 5.30%.

On December 7, 2000, the Commonwealth ddivered
$275,590,000 of general obligation bonds. The bonds are
being issued to finance a portion of the costs of
congtruction of the Central Artery / Tunnel Project. The
bonds are variable rate demand bonds and are backed by
the full faith and credit of the Commonwealth. The
bonds mature on December 1, 2030. The bonds may be
tendered for purchase at a purchase price equal to 100%
of the principal amount, plus accrued interest on any
business day to the Commonwealth’s remarketing agent
for the transaction, Goldman, Sachs & Co. The
remarketing agent is authorized to use its best efforts to
sl the repurchased bonds properly tendered for
purchase. Standby Bond Purchase Agreements provide
that applicable banks must purchase the Bonds tendered
to the extent not remarketed, subject to certain funding
conditions. The banks are not providing credit support
for payment of regularly scheduled principal and interest.
The banks, which are part of this agreement, are
Landesbank Baden - Wiurttemberg, acting through its
New York Branch, with respect to the 2000 Series A
Bonds, and The Toronto-Dominion Bank, acting through
its Houston Agency, with respect to the 2000 Series B
Bonds.

The bonds will bear interest rates determined by
Goldman, Sachs & Co., on a daily, weekly, flexible, term
or PARS mode. No daily rate on the bonds may exceed
12% per year.

On December 13, 2000, the Commonwesalth ddivered
$401,500,000 of auction rate securities in the form of
general obligation bonds. The bonds are also being
issued to finance a portion of the costs of construction of
the Central Artery / Tunnel Project. The bonds interest
rates will be determined initially on a weekly basis, but
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may convert to other periods up to 1,092 days. The
Commonwealth has the option of converting the bonds to
afixed rate. The Commonwesalth has the right to redeem
the bonds during any action rate period. Should the
bonds be held to full maturity, final maturity on the all
serieswill be December 1, 2030.

Chapter 38 of the Acts of 1997, Chapter 300 of the Acts
of 1998 and MGL 34 Aboalition of County Government
abolished several Massachusetts counties on various
effective dates. As part of these provisions, the
Commonwealth assumed the outstanding debt of
Middlesex County on July 1, 1997, and that of Hampden
and Worcester Counties on July 1, 1998 and that of Essex
County on July 1, 1999. The county debt assumed has
become the general obligation debt of the
Commonwealth. As of June 30, 2000, approximately
$2,105,000 of these obligations remains outstanding.

The Commonwedlth also issues special obligation
revenue bonds as authorized by the General Laws. Such
bonds may be secured by all or a portion of revenues
credited to the Highway Fund and are not general
obligations of the Commonwealth. At June 30, 2000, the
Commonwealth had  outstanding  approximately
$564,485,000 of such special obligation bonds, secured
by a pledge of 6.86 cents of the 21.00 cents per gallon
motor fuel excise tax imposed on gasoline. No new
special obligation bonds were issued during the year.

The Commonwealth also issues GANS to finance current
cash flow for the Central Artery/Tunnel Project in
anticipation of future federal reimbursements. Sections 9
through 10D of Chapter 11 of the Acts of 1997, as
amended by Chapter 121 of the Acts of 1998, authorize
the Commonwealth to sell up to $1,500,000,000 in
GANS. All  Federal Highway Construction
reimbursements and reimbursements from the Federa
Highway Construction Trust Funds are pledged to the
repayment of the GANS. Up to $900,000,000 of said
notes may be paid off through the issuance of authorized
general obligation bonds of the Commonwesalth in the
event federal financial assistance is not available. At
June 30, 2000, the Commonwesalth has approximately
$921,720,000 of GANS outstanding with maturity dates
ranging from 2005 to 2015. These notes are secured by
the pledge of Federal Highway Construction
reimbursements without a general obligation pledge.

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

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

General obligation and special obligation long-term
bonds outstanding, grant anticipation notes (including
discount and issuance costs), and debt authorized-
unissued at June 30, 2000 are as follows (amounts in
thousands):

Outstanding Authorized -
GANS. ..ot $ 921,720 2005-2015 _$ 600,009
Capital projects:
General ... 4,837,004 2000-2025 3,748,601
Highway..... 5,144,276 2000-2018 6,255,614
Local aid.... 1,403,153 2000-2017 210,136
Other ..o 76,948  2000-2025 771,346
Capital projects debt...... 11,461,381 10,985,697
Total.oeeeececieie $12,383,101 $11,585,706

Interest rates on the Commonwesalth’s debt outstanding
at June 30, 2000 ranged from 0.10% to 8.0%.

Changes in long-term debt outstanding (including
discount and issuance costs) and bonds authorized -
unissued for the year ended June 30, 2000, are as follows
(amounts in thousands):

Bonds Authorized and
Outstanding Uni ssued
Balance July 1, 1999........ccccvvircernnnns $ 11,808,461 $ 12,004,017
General and special obligation bonds:
Principal, lessdiscount and
SSUANCE COSES.....vvnvvniiiiie e e 1,761,620 (1,761,620)
Discount and issuance costs............. (3,478) -
County debt:
Principal of bonds assumed........... 525
Defeased Debt:

Principal on Defeased Débi.................. (247,840)

Discount on Defeased Deb.................. (264,723) -
Increase in bonds authorized. 4,116,541
Contributionsin lieu of bon - (5,453)
Bondsretired.. (671,464) -
Deauthorized, (2,562,153)
Reversions...... (205,626)
Balance June 30, 2000............ccccveuene $ 12,383,101 $ 11,585,706

At June 30, 2000, debt service requirements to maturity
for principal (including discount, capital appreciation
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and issuance costs) and interest are as follows (amounts
in thousands):

Fiscal year
ending June 30, Principal Interest Total
734,015 $ 605013 $ 1,339,028
707,106 567,855 1,274,961
723,861 535,463 1,259,324
731,159 503,522 1,234,681
742,212 470,530 1,212,742
2006 and theresfter... 8,744,748 2,583,320 11,328,068
Total..oeeieeceeins $ 12,383,101 $ 5,265,703 $ 17,648,804

The Commonwesalth issued bonds and notes under
negotiated contracts and under competitive bidding
contracts during fiscal year 2000. The costs for legal
counsel and underwriting fees under negotiated bond sale
costs were estimated at $248,000 and $8,872,000,
respectively. In addition, the Commonwealth paid
$117,000 for disclosure counsel services.

Advance Refunding and Bonds Defeased — During
fiscal year 2000, as authorized by the Massachusetts
General Laws, the Commonweslth defeased certain
general obligation bonds through the use of
$400,000,000 of FY99 operating surplus. The surplus
funds were used to purchase U. S. Government securities
which were deposited in irrevocable trusts with an escrow
agent to provide for all future debt service payments of
the bonds. As a result, the bonds are considered to be
defeased, and the liabilities therefore have been removed
from the General Long-term Obligations Account Group.
Through this action, the Commonwesalth decreased debt
service payments by approximatey $578,922,000 over
the next 9 years. At June 30, 2000, approximately
$508,450,000 of the bonds refunded remain outstanding.

At the end of fiscal year 2000, pursuant to the provisions
of Chapter 87 of the Acts of 2000, the Commonwealth set
aside $650,000,000 of surplus funds in the debt
defeasance fund, attributable to fiscal year 2000 and prior
years, to defease additional debt of the Commonwealth.
On July 28, 2000, the State Treasurer expended
approximately $182,000,000 from the Debt Defeasance
Trust Fund to purchase securities and establish a sinking
fund to provide for the payment of certain
Commonwealth general obligation bonds maturing on
August 1, 2000. On August 9, 2000, the State Treasurer
expended in addition, approximately $217,700,000 from
the Debt Defeasance Trust Fund to purchase securities
and establish a sinking fund to provide for the payment
of additional Commonwealth general obligation bonds
maturing on various dates through February 1, 2001.
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The approximate principal amount of Commonwealth
general obligation bonds defeased pursuant to the July
28, 2000 and August 9, 2000 transactions is
$392,300,000. The amounts that would have been
expended for debt service on such bonds in fiscal 2001
(approximately $404,000,000) will be deposited in the
Central Artery and Statewide Road and Bridge
Infrastructure Fund.

In prior years, the Commonwesalth also defeased certain
general aobligation and other bonds by placing the
proceeds of refunding bonds in irrevocable trusts to
provide for all future debt service payments on the
refunded bonds. Accordingly, the trust account assets
and the liabilities for the defeased bonds are not included
in the financial statements. At June 30, 2000,
approximately $2,371,261,000 of bonds outstanding from
advance refunding in prior fiscal years are considered
defeased.

Statutory Debt Limit —The Massachusetts General Laws
establish limits on the amount of direct debt outstanding.
By statutorily limiting the Commonwesalth’s ahility to
issue direct debt, this limit provides a control on annual
capital spending. The direct debt limit for fiscal year
2000 was approximately $10,549,032,000. Outstanding
debt subject to the limit at June 30, 2000 was
approximately $10,120,971,000. The limit increases 5%
per year.

For purposes of determining compliance with the limit,
outstanding direct debt is defined to include general
obligation bonds and minibonds at the amount of their
original net proceeds. It excludes bond anticipation notes
and discount and issuance costs, if any, financed by these

bonds. It also excludes special obligation bonds, grant
anticipation notes, refunded bonds, and certain refunding
bonds and debt issued by counties, and debt issued in
conjunction with the MBTA forward funding.

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

Debt
Outstanding

Balance, June 30, 2000...........ccuueeneen. $ 12,383,101
Less amounts excluded:

Discount and issuance cost.................. (358,938)

Chapter 5 of Actsof 1992 refunding..... (114,761)

Special obligation principdl................ (561,335)

GANSprincipal........ccoveveveeieiinnn, (899,991)

County debt assumed....................... (2,105)

MBTA Forward Funding..................... (325,000)
Outgtanding direct debt...................... $ 10,120,971

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

These liahilities will be liquidated in the future from governmental funds. During the year ended June 30, 2000, the
following changes occurred in liabilities reported in the General Long-term Obligations Account Group (amounts in

thousands):
Bond
Balance Bond Bond Principal Balance
July 1,1999 lssuances Discount Retirement Increase*. (Decrease)** June 30,2000

Bonds and Notes Payable:

Long-term bonds.........c.cceeeeereererencene $ 11,808,461 $ 1,761,620 $ (3478) $ (671,464) $ 525 $ (512563) $ 12,383,101
Other liabilities:

Capital leases obligations.................. 77,983 - (24,524) 53,459
School construction grants. 3,962,903 783,668 - 4,746,571
Compensated absences........c.oceeeeees 129,214 17,259 - 146,473
Claims, judgements, and other.......... 76,283 58,517 - 134,800
Lottery prizes payable...........cc.o....... 3,216 3,193 - 6,409
[ $ 16,058,060  _$ 1,761,620 _$ (3478) _$ (671,464) _$ 863162 _$ (537,087) _$ 17,470,813

* Theincrease in long-term bonds is due to the Commonweal th assuming county debt during the fiscal year

** The decrease in long-term bonds represents amounts related to defeased debt.

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

University and College Fund long-term debt outstanding
at June 30, 2000 was as follows (amounts in thousands):

Interest Maturity
Purpose Rates Amount Dates
MHEFA capital asset program..  Variable  $ 153,938 2001-2034
Building authorities
and state colleges..................... 3.0%-12.0% 353,966 _ 2001-2025
$ 507,904

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

Fiscal YearsEnding June30, _Amount
2001 $ 16,210
2002, 15,469
2003 17,897
2004 19,809
2005 oo 13,690
2006 and thereafter.........cccceeuee.... 424,829
L0 L= $ 507,904

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

Amount
Balance, July 1, 1999 ........ccooiieeieieceeee e, $275,283
Principal, less issuance and discount cost.................. 263,674
Bondsretired, net of amortization of discount........... (31,053)
Balance, June 30, 2000...........cccceeeeeeeecieeie e $507,904

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

Component Units— Bonds and notes outstanding at June
30, 2000 (December 31, 1999 for Massachusetts
Turnpike Authority), net of unamortized discount of
approximately $169,466,000 and unamortized loss on
refunding of approximately $62,251,000, are as follows
(amounts in thousands):

Purpose Interest Rate % Amount  Maturity Dates
MBTA:

General transportation system.......... 3.11%-7.60%  $3,505,413 2007-2030

Boston Metropalitan Digtrict............ 3.46-5.79 33,471 2002-2025

Rail Connections, INC..........cccoeuunee. 5.46 - 8.00 31,751 2015-2030
MTA:

Revenue serial bonds...........cccoveueeee 3.90-5.65 2,426,628 2004-2039
MWPAT:

Serial bondS........ovrererrrrrees 2.00-6.375 1,396,737 2013-2029
MDFA:

Notespayable.........ccccooeeeveevecreennne 6.11 12,467 2002
MCCA:

Current interest serial bonds............. 4.00-5.45 13,573 1999-2008

Compound interest serial bonds........ 5.375-6.80 58,214 2000-2013
Economic Development:

Notespayable..........oorererererineninenens 1.00-9.11 123,939  2000-2011
TOtAl.e e $7,602,193

The amounts below represent the face amounts of bonds and notes outstanding and may differ from the amounts included in
the combined balance sheet due to treatment of original issue discount in the general purpose financial statements.
Maturities of principal are as follows (amounts in thousands):

Economic

MBTA MTA MWPAT MDFA MCCA  Development Total
$ 109556 $ - $ 60455 $ 7,751 $ 14234 $ 14578 $ 206,574
115,804 7,945 54,075 4,716 11,054 10,664 204,258
124,081 12,295 56,050 - 8,399 7,528 208,353
127,915 13,050 56,755 - 7,936 4,020 209,676
132,875 39,935 57,835 - 7,548 4,147 242,340
3,069,721 2,475,803 1,111 567 - 23,043 83,002 6,763,136
$3,679,952 $2,549.028 $1,396,737 _$ 12467 $ 72214 $ 123939 _$ 7,834,337
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During the fiscal year ended June 30, 2000 (December 31, 1999 for Massachusetts Turnpike Authority) the following
changes occurred in bonds and notes payable reported in the Component Units (amounts in thousands):

Economic
MBTA MTA RTAs MWPAT MDEA MCCA  Development Total
Balance, July 1, 1999................. $3133819 $1,723573 $ 950 $1,082887 $ 12972 $ 94418 $ 104215 $ 6,152,834
Principal, less discount
ISSUBNCE COKS..ovvvrrrrrrss e 425,932 783,290 678,285 5,195 32595 1,925,297
Debt retired, net of
amortization of discount.......... (92,392) (80,235) (950)  (364,435) (5,700)  (22,631) (12,871) (579,214)
Impact of forward funding.......... 103,276 103,276
Balance, June 30, 2000............... $ 3570635 _$2426628 _$ $1,396737 $ 12467 _$ 71,787 _$ 123,939 _$ 7,602,193
The MBTA issued certificates of participation in the financing outstanding to borrowers. The bonds carry
amounts of approximately $28,565,000 on December 15, interest rates ranging from 4.25% to 5.73% and mature
1988 and approximately $85,795,000 on August 30, at varying interest rates between fiscal 2001 and 2020.
1990 to finance the purchase of commuter rail coaches.
Under the terms of the applicable agreements, the On October 19, 1999, the MWPAT sold $406,600,000 in
MBTA'’s obligation to make the annual payments on the subordinated revenue bonds for the purpose of refunding
certificates is subject to the Commonwealth’s and extending the majority of the Massachusetts Water
appropriation of necessary funds in its annual budget. Resources Authority’s debt to the Trust. Interest rates
The certificates bear interest at rates ranging from 7.30% on $262,500,000 of the new subordinated serial bonds
to 7.80% and mature as follows (amounts in thousands): issued, maturing from fiscal 2001 through 2020, had
coupons ranging from 4.20% to 6.00%, with yields from
Year Ending June 30, Amount 3.72% to 5.98%. Also $81,100,000 of term bonds that
mature in fiscal 2024 and $63,000,000 that mature in
720 0 IR $ 1,150 fiscal 2030 carry yields of 6.04% and 6.06%,
2002.....ccoeeeeeeeeeeeeeeeeeeeereeeeeeesee 1,140 respectively. The bonds and financing for the Authority
2008.....coerreeireeeeeseeesees e 1,140 closed on November 3, 1999.
2004.....ccoooereerereeerseeseseneeesseneen 1,140
2005.......ceeeeeeeeeeeeeeeeeeeeeeeeeeesee 1,135 In October 1997, approximately $555,909,000 of net
2006 and thereafter.................... 1,135 proceeds from MTAs issuance of the 1997 Series
Total $ 6840 Revenue Bonds were used to purchase U. S. Government
""""""""""""""""""""""" securities which were then deposited in an irrevocable
trust with an escrow agent to provide all future debt
. _ service payments on the 1993 Series A Revenue Bonds
In prior years, the MBTA defeased m-substance_ several and approximately $203,410,000 of the Guaranteed Bond
General Transportation _SVS‘e”_‘ Bonds by placing the Anticipation Notes. Asaresult, the 1993 Revenue Bonds
proc_eeds of new bonds in an irrevocable trust fund to and that portion of Guaranteed Bond Anticipation Notes
provide for future debt service payments on the old debi. are considered to be defeased and the liability for these
Accordingly, the trust accqunt asset_ and the liability _for bonds has been removed from the balance sheet. At
the defeased bonds are not included in the accompanying December 31, 1999, approximately $358,155,000 of the
financial statements. On June 30, 2000, approximately refunded bonds remains outstanding.
$1,999,075,000 of these bonds outstanding are
considered defeased. In January 1996, approximately $56,573,000 of the net
On September 9, 1999, the MWPAT raised $217,700,000 gr?gi?s;i O'Iomot e;he V'v?:a”zied(’f tg“”gg:iﬁdaseBSg
through the issuance of tax-exempt Water Pollution Government  securities which were deposited in an
Abatement Revenue Bonds. - The bonds were u_sed to irrevocable trust with an escrow agent to provide al
f|_nance Clea_n Water Program Iogns,_forward fundl_ng _for future debt service payments on refunded bonds. As a
\-/r\llgteer 5Pr?)r;rjz;.§1ts,th[:eeql'erri:ys Eg/p;:ggd Biifgs azlrr::ﬁlans?a result, the refunded bonds were considered to be defeased
Program and to refinance $75,300,000 of interim and the liability has been removed from the balance
78
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sheet. At December 31, 1999, approximately
$43,200,000 of the refunded bonds remains outstanding.

Massachusetts Bay Transportation Authority - On
August 16, 2000, the Massachusetts Bay Transportation
Authority issued $184,440,000 in special obligation
assessment serial bonds and $312,205,000 in term bonds.
The serial bonds mature annualy from July 1, 2011
through 2021. The term bond matures July 1, 2030.
Yields on the serial bonds range from 4.94% to 5.58%.
The term bond bears a yield of 5.66%. The bonds are
secured by the pledge of the Authority's revenue
receivable under the “forward funding” mechanism
enacted by the Commonwealth during FY00. The bonds
are to be used to pay for capital costs of the Authority and
to fund reserves and other costs.

Route 3 North Transportation Improvements
Association - On August 17, 2000, the Route 3 North
Transportation  Improvements  Association  issued
$191,615,000 in serial maturities and $202,690,000 in
term maturities of Commonwealth of Massachusetts
Lease Revenue Bonds. The bonds will be used to
modernize and improve U S Route 3 from Interstate 95,
from Burlington to the New Hampshire state line. The
bonds are a special obligation of the Route 3 North
Transportation Improvements Association, a
Massachusetts nonprofit corporation (the Association.)
The bonds are secured by lease revenues, including
payments from the Commonwealth. The bonds will bear
interest semi-annually commencing December 15, 2000,
but principal annually from June 15, 2004 through 2025.
The term bonds are due on June 15, 2024, 2029 and
2033. Yields on the serial bonds range from 4.45% to

5.57%. The term bonds yield 5.59% to 5.66%. The
Commonwealth will report the activities of the
Association as a component unit in its 2001

comprehensive annual financial report.

Massachusetts Water Pollution Abatement Trust - On
November 8, 2000, the Massachusetts Water Pollution
Abatement Trust issued $291,235,000 in pool program
serial bonds and $50,195,000 in term bonds. The serial
bonds mature annually on August 1 from 2001 through
2020. The term bond matures on August 1, 2030. The
bonds are secured by payments from the underlying loans
within the program, investment earnings on certain
reserves and Commonwealth contract assistance to the
MWPAT. Yieds on the serial bonds range from 4.2%
to 5.53%. The term bond bears a yied of 5.66%. The
bonds are to be used to fund safe drinking water and
clean water loans to municipalities, authorities,
commissions and districts in the Commonwealth.
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9. INDIVIDUAL FUND DEFICITS

Certain funds within the Governmental Fund Type and
Proprietary Fund Type have fund deficits at June 30,
2000 as fallows (amounts in thousands):

Fund Amount
Special Revenue:
ENVIronmental...........cccoeeuvieeieeiieciceecce e 33,998
Capital Projects:
General Capital ProjectS........ccccevvvereriererenieeseesieesiens 44,285
Boston Convention and Exhibition Center.................... 29,802
Capital EXpenditure RESEIVE.........coovvveeeienieerieesieeiins 42,154
HIGhWaY.....coiiiciiecceee s 571,087
Federal Highway Construction............cccoeevvveeeseseeennns 8
Government Land BanK...........ccocueeeeeieeeiieeeecieeciecnen, 13,880
INEENCIY BUS....eeveeieieieieeese e 3,531
LOCAl AT..ieeeiiiriririieeeie et 10,045
Internal Service Funds:
Employees Workers Compensation.............c.coeeueeuneee. (234,845)
Employees Group Health Insurance ...........cccccvevieenene (9,698)

The Environmental Fund has incurred a deficit primarily
due to increased state funding for clean up of hazardous
waste for the Environmental Permitting and Compliance
Fund. The revenues allocated to this fund have not been
sufficient to support the increased spending. The
Commonwealth will budget in future years the allocation
of revenue to support the increased spending authority.

Deficits in the Capital Projects Funds reflect the time lag
between capital expenditures and the receipt or allocation
of proceeds from the sale of related bonds and the
amortization of the net cost of forward funding the
MBTA.

The deficit in the Internal Service Fund reflects the
accruals for workers compensation and group insurance
claims of $244,543,000. Funding of these deficits is
dependent upon legidative actions to develop an actuarial
funding plan.

10. RETIREMENT SYSTEMS

Primary Government — The Commonwealth is
dtatutorily responsible for the pension benefits for
Commonwealth employees (members of the State
Employees Retirement System) and for teachers of the
cities, towns, regional school districts throughout the
Commonwealth and Quincy College (members of the
Teachers Retirement System, except for teachers in the
Boston public schools, who are members of the State-
Boston Retirement System but whose pensions are aso
the responsibility of the Commonwealth).
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The members of the retirement systems do not participate
in the Social Security System. The Commonwealth has
assumed responsihility for payment of cost-of-living
adjustments (COLA) for the separate (non-teacher)
retirement systems of its cities, towns and counties,
granted in fisca year 1997 and prior. The
Commonwealth is statutorily required to have an
actuarial valuation once every three years and every two
years on a GAAP basis.

Certain Commonwealth employees and current retirees
employed prior to the establishment of the State
Employees Retirement System are covered on a “pay-as-
you-go” basis. During the year ended June 30, 2000, the
Commonwealth’s  pension  expenditure  included
payments totaling $18,362,444 to current retirees
employed prior to the establishment of the current plans
and the non-contributory plans.

In addition, the Commonweal th maintains investmentsin
the Pension Reserve Investment Trust (PRIT) on behalf
of retirement systems of cities, towns and other political
subdivisions of the Commonwealth. Investments of
approximately $2,100,546 at June 30, 2000 belonging to
the retirements systems of these local governments and
other political subdivisions are reported as part of the
pension trust funds of the Commonwealth within the
Fiduciary Fund Type and represent less than 7% of the
total assetsheld by PRIT.

Plan Descriptions —

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

report.

Teachers Retirement System (TRS) is an agent multiple
employer defined benefit PERS with participating
employers. The Commonwealth is a non-employer
contributor and is responsible for all contributions and
future benefit requirements of the TRS. The TRS covers
certified teachers in cities (except the City of Boston),
towns, regional schoal districts and Quincy College. The
TRS is administered by the Commonwesalth and is part of
the reporting entity and does not issue a stand-alone
financial report.
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State — Boston Retirement System (SBRS) is a hybrid
multiple employer defined benefit PERS. SBRS provides
pension benefits to all full-time employees upon
commencement of employment with any of the various
government agencies covered by SBRS. The
Commonwealth is a non-employer contributor and is
only responsible for the actual cost of pension benefits for
SBRS participants who serve in the City of Boston’s
School Department in a teaching capacity. The cost of
pension benefits of the other participants is the
responsibility of the City of Boston. SBRS is not
administered by the Commonwealth and is not part of the
reporting entity and a stand-alone financial report is not
available,

The policy for post-retirement benefit increases for all
retirees of the SERS, TRS, SBRS and COLA of loca
governments are subject to legisative approval.

Membership — Membership in SERS, TRS and SBRS as
of January 1, 2000, the date of the most recent valuation,
isasfollows:

SERS IRS SBRS
Retirees and beneficiaries

currently receiving benefits.............ccocueeeee.. 43,737 31,746 2,241
Terminated employees entitled to

benefits but not yet receiving them....... 2,986 * 307
SUBLOLE ... 46,723 31,746 _ 2,548
Current employees:

VESEM.....ooiiiiciniciec e 45,584 33132 1,054

NON-VESLED.......coviiieiiiriririeeeceies 39,988 49,110 _ 4,074
SUBLOLE ..o, 85,572 82242 5128
TOA ..., 132,295 113988 _ 7,676

* Not available

During fiscal year 1998 and 1999, the counties of
Franklin, Middlesex, Worcester, Hampden and
Hampshire and in fiscal year 2000 Essex County were
abolished. The pension liability of all active employees
who transferred to the Commonwealth was assumed by
SERS.

Benefit Provisons — Massachusetts General Laws
established  uniform  benefit and  contribution
requirements for all contributory PERS. These
requirements provide for retirement allowance benefits
up to a maximum of 80% of a member’s highest three-
year average annual rate of regular compensation.
Benefit payments are based upon a member’s age, length
of creditable service, and group classification. The
authority for amending these provisions is with the
Legidature. Revenue is recognized when earned and
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liabilities are recognized when incurred. Contributions
are recognized when billed.

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

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

Funding Progress - The SERS, TRS and SBRS actuarial
determined contributions were computed as part of the
actuarial valuation as of January 1, 2000. The

Commonwealth has revised actuarial assumptions used
in the calculation of contribution requirements and
Unfunded  Actuaria Liability  (UAL). The
Commonwealth is transitioning its UAL from a market
value of assets to an actuarial valuation of assets that
averages realized and unrealized asset gains and losses
over 5 years. This method will relieve the potential
volatility of the market value approach. In the second
year of transition the Commonwealth’s 2000 actuarial
valuation used an actuarially determined market value of
assets of 91% compared to 97% in the 1998 valuation.
This change results in a $1,800,000,000 increase in
UAL. Other dignificant assumptions used are (a)
projected salary increases of 6% per year, (b) cost of
living (inflation rate) increases of 3% per year on thefirst
$12,000 of the retirees total allowance, and (c) interest
rate credited to the annuity savings fund of 5.5% per
year. These calculations use a level dollar amortization
method over 20-years closed period.

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

dateindicated (amountsin thousands):

A ctuarial

Unfunded

UAL asa%

V aluation as of A ctuarial Value A ctuarial Accrued A ctuarial Liability Funded Annual Covered of Covered
January 1 of Plan A ssets Liability (UAL) Ratio % Pavroll * Pavroll
State Em ployers Retirement System
2000** $ 13,364,000 $ 14,138,000 $ 773,000 94.5 % $ 3,472,000 22.3 %
1998** 9,914,000 11,361,000 1,447,000 87.3 3,111,000 46.5
1996 7,366,000 9,441,000 2,075,000 78.0 2,989,000 69.4
1995 5,879,000 8,602,000 2,723,000 68.3 2,992,000 91.0
1993 5,071,000 8,738,000 3,667,000 58.0 2,919,000 125.6
1992 4,699,000 7,303,000 2,604,000 64.3 2,638,000 98.7
Teachers Retirement System
2000 13,681,000 16,420,000 2,739,000 83.3 3,704,000 73.9
1998 10,170,000 13,095,000 2,925,000 7.7 3,175,000 92.1
1996 7,553,000 10,252,000 2,699,000 73.7 2,810,000 96.0
1995 6,014,000 9,712,000 3,698,000 61.9 2,667,000 138.7
1993 5,142,000 8,921,000 3,779,000 57.6 2,428,000 155.6
1992 4,784,000 8,706,000 3,922,000 55.0 2,032,000 193.0
State - Boston Retirement System
2000** 860,000 1,381,000 521,000 62.3 285,000 182.8
1998** 699,000 1,219,000 520,000 57.3 285,000 182.5
1996 549,000 1,025,000 476,000 53.6 274,000 173.7
1995 438,000 833,000 395,000 52.6 232,000 170.3
1993 370,000 743,000 373,000 49.8 206,000 181.1
1992 342,000 759,000 417,000 45.1 184,000 226.6

* - The covered payroll amounts approximate the em ployer payroll.

* - Revised actuarial assumptions

Pension Actuarial Valuation — While completing the
January 1, 1998 Commonwealth actuarial valuation
report, the Public Employee Retirement Administration

Commission (PERAC) entered into an agreement to lease
a new actuarial valuation system.  The new system
replaced a system that had been in place since the mid-
1980's. During the testing and implementation of the
new system, the January 1, 1998 valuation was rerun
using the new software. The new system calculated an
actuarial accrued liability of $28.6 billion as of January 1,
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1998 that was 7% or $2.0 billion higher than originally
reported.  All actuarial assumptions used in the
caculations were unchanged. The Commonwealth
believes there are several factors that account for the
variance. The first factor is the reasonable inherent risk
associated with using two different software applications;
certain variations in the results of an actuarial valuation
are expected when changing actuarial software.  The
second is the high number of calculations required in a
valuation of this magnitude coupled with the allocation
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of plan liabilities between normal cost and accrued
liability. The third factor is the old system and new
system calculated retirement benefits differently as
compared to ancillary benefits, which include death and
disahility benefits as well as benefits of employees who
leave service. PERAC performed quality control checks
on the data, and validated the software with six outside
actuaries. All test results were within an acceptable
actuarial range and the new software is being used to
perform the valuation as of January 1, 2000.

The Commonwealth was financialy responsible for the
COLA granted to participants in the retirement systems
of cities, towns and countiesin fiscal year 1997 and prior
fiscal years. Chapter 17 of the Acts of 1997 effective for
fiscal year 1998 transferred the responsibility for funding
COLAs for separate (non-teacher) retirement systems of
cities and towns to the respective system. Any future
COLA granted by the Legidature to employees of these
plans will be the responsibility of the individual system.
The individual employer governments are also
responsible for the basic pension benefits. The
retirement systems are not administered by the
Commonwealth and are not part of the reporting entity.
The actuarial accrued liability for COLA as of January 1,
2000 was $803,000,000.

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

The Commonwedalth’s contribution for the pension
benefit portion of the retirement allowance of SERS and
TRS and required payments to cover SBRS and COLA
contributions were originaly established on a “pay-as-
you-go” basis. As a result, amounts were appropriated
each year to pay current benefits, without a systematic
provision to fully fund future liabilities already incurred.
Beginning in fiscal year 1988, the Commonwealth
enacted the Pension Reform Act of 1987 and addressed
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the unfunded liahility of SERS, TRS and its participation
in SBRS and its COLA obligation. Chapter 32, Section
22C of General Laws enacted in 1998 calls for the
payment of normal cost plus an amortization payment of
UAL such that the UAL is reduced to zero by June 30,
2018.

This legidation also directs the Secretary for
Adminigtration and Finance to prepare a funding
schedule to meet these requirements, and to update this
funding schedule every three years on the basis of new
actuarial valuation reports prepared under the Secretary’s
direction. Any such schedule is subject to legidative
approval. If a scheduleis not so approved, payments are
to be made in accordance with the most recently
approved schedule. The current legidatively approved
funding schedule, a valuation as of January 1, 1999, was
filed by the Secretary for Administration and Finance on
March 1, 2000 has been deemed approved by the
Legidature. Under the current schedule the
amortization payments are designed to eiminate the
unfunded liability by fiscal year 2018. Based on the
previous funding schedule required contributions by the
Commonwealth of $910,024,000 were made during the
fiscal year ended June 30, 2000. Of this amount
$43,535,000 represents payments for COLA granted to
participants in retirement systems of cities, towns and
counties.

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

Normal cost plus amortization of net pension
obligation cost

Interest and amortization on any unfunded
prior service costs

The funding schedule discussed above follows an

acceptable actuarial funding methodology to compute
normal cost and the unfunded accrued actuarial liability.
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The following table presents the schedul e of employer contributions (amounts in thousands):

Annual
Required Actual Net Pension % of Pension
Fiscal Contribution  Intereston  Amortization  Pension Contribution  (Obligation) % of ARC Cost
Year (ARQ) NPO of NPO Cost Made Asset (NPO) _ Contributed Contributed
State Employees' Retirement System
2000 $ 352,084 $(108,400) $ 107,190 $350,873 $ 367,000 $ 1,330,071 104 % 105 %
1999 319,454 (103,188) 98,556 314,822 378,000 1,313,944 118 120
1998 261,255 (83,446) 77,180 254,989 494,289 1,250,766 189 194
1997 246,037 (65,478) 41,889 222,448 463,590 1,011,466 188 208
1996 232,158 (46,918) 29,523 214,763 433,114 770,324 187 202
1995 249,640 (31,639) 19,614 237,615 417,361 551,973 167 176
1994 266,564 (18,448) 9,152 257,268 398,900 372,227 150 155
1993 243,587 (5,539) 2,694 240,742 402,100 230,595 165 167
1992 252,687 136 (65) 252,758 323,700 69,237 128 128
1991 282,682 2,335 (1,004) 283,923 311,400 (1,705) 110 110
Teachers Retirement System
2000 480,873 (79,487) 78,599 479,985 468,000 951,489 97 98
1999 373,777 (70,312) 67,155 370,620 481,826 963,474 129 130
1998 315,474 (59,126) 54,686 311,034 446,619 852,267 142 144
1997 245,426 (44,832) 28,681 229,275 418,519 716,682 171 183
1996 232,403 (30,311) 19,073 221,165 392,003 527,439 169 177
1995 277,343 (24,002) 14,880 268,221 342,441 356,601 123 128
1994 247,460 (15,975) 7,925 239,410 322,100 282,381 130 135
1993 225,838 (9,946) 4,837 220,729 296,100 199,691 131 134
1992 223,041 (4,996) 2,384 220,429 282,300 124,320 127 128
1991 249,436 (3,452) 1,617 247,601 266,900 62,449 107 108
State-Boston Retirement System
2000 58,266 448 (443) 58,271 45,000 18,697 77 77
1999 53,453 (989) 944 53,409 36,000 5,426 67 67
1998 48,795 (2,114) 1,995 48,636 35,000 11,983 72 72
1997 34,621 (2,082) 1,332 33,871 35,000 25,619 101 103
1996 32,908 (1,860) 1,171 32,219 34,822 24,490 106 108
1995 28,168 (1,816) 1,126 27,478 28,000 21,887 99 102
1994 22,448 (1,216) 603 21,835 28,000 21,365 125 128
1993 20,463 (650) 316 20,129 27,200 15,200 133 135
1992 26,530 (634) 303 26,199 26,400 8,129 100 101
1991 23,149 (413) 193 22,929 25,700 7,928 11 112

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

Post-retirement Health Care and Life Insurance
Benefits — In addition to providing pension benefits,
under Chapter 32A of the Massachusetts General Laws,
the Commonwealth is required to provide certain health
care and life insurance benefits for retired employees of
the Commonwealth, housing authorities, redevelopment
authorities, and certain other governmental agencies.
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Substantially al of the Commonwealth’s employees may
become digible 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 Commonweslth recognizes its share of the costs of
providing these benefits when paid. These payments
totaled approximately $198,746,000 for the fiscal year
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ended June 30, 2000. There are approximatey 45,700
participants eligible to receive benefits at June 30, 2000.

11. DEFERRED COMPENSATION PLAN

The Commonweslth offers its employees a deferred
compensation plan created in accordance with Internal
Revenue Code (IRC) Section 457. The plan, available to
al employees of the Commonweath and its
political

subdivisions, permits them to defer a portion of their
salaries until future years. The deferred compensation is
not available to employees until termination, retirement,
death, or unforeseeable emergency. All amounts of
compensation deferred under the plan, all property and
rights purchased with those amounts, and al income
attributable to those amounts, property, or rights are
(until paid or made available to the employee or other
beneficiary) solely the property and rights of the
employee. Participants rights under the plan are equal
to the fair value of the deferred account for each
participant. All plan assets are stated at fair value. It is
the opinion of the Commonwealth that it has no liability
for losses under the plan, but it does have the duty of due
care which would be required of an ordinary prudent
investor.

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

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

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

12. LEASES

Primary Government —

In order to finance the acquisition of equipment, the
Commonwealth has entered into various lease/purchase
agreements, including tax-exempt |ease/purchase (TELP)
agreements which are accounted for as capital leases.
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These agreements are for various terms and contain
clauses indicating that their continuation is subject to
appropriation by the Legidature. For fiscal year ended
June 30, 2000, capital lease/purchase expenditures
totaled approximately $82,121,000.

At June 30, 2000, the Commonwealth’s aggregate
outstanding liability under capital leases, the present
value of the net minimum lease payments, totals
approximately $53,459,000. This liability is reported in
the General Long-term Obligations Account Group.
Equipment acquired under capital leases included in the
General Fixed Assets Account Group totaled
approximately $95,511,000.

The Commonwealth leases real property and equipment
under numerous operating lease agreements with varying
terms. These agreements contain provisions indicating
that their continuation is subject to appropriation by the
Legidature. Rental expenditures for the fiscal year ended
June 30, 2000 were approximately $127,254,000.

The following is a schedule of future minimum payments
under non-cancel able leases for the Commonwealth as of
June 30, 2000 (amounts in thousands):

Capital Operating
Years Ending June 30, L eases Leases
20010 $ 22,851 $ 92,489
2002t 17,413 73,978
2003.....ceeereeirireeie e 11,444 62,811
2004.....ccmieineeieeeieeeeee e 4,836 33,541
2005..... et 3134 11,028
2006 and thereafter...........covceevennnncienenenee - -
Total payments.......ccoeeeeeeeeeeeverieseee e 59,678 _$273,847
LESSINErESt.....ocveeeieeieeeie e e (6,219)
Present ValUE .....cocveveeveccveiiiee e eeaeeeenn. 9 53,459

University and College Fund — At June 30, 2000,
aggregate outstanding liability under capital leases, the
present value of the net minimum lease payments, totaled
approximately $75,031,000. Equipment acquired under
capital leasesisincluded in University and College Fund
fixed assets.

The University and College Fund Type leases real
property and equipment under numerous operating lease
agreements for varying terms. Rental expenditures for
the fiscal year ended June 30, 2000 were approximately
$20,216,000.

The following schedule summarizes future minimum
payments under non-cancelable leases for the University
and College Fund Type (amounts in thousands):
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Capital Operating
Years Ending June 30, L eases Leases

$ 18573 $ 12,129

15,841 10,882

13,782 8,782

11,201 7,815

8,149 6,946

20,536 17,218

Total payments 88,082 _$ 63772
Less amount representing interest.........c..oceeveeeennees (13,051)
Present value of minimum |lease payments............. $ 75,031

Component Units—

The following is a schedule by years of future minimum
lease payments under capital leases together with the
present value of net minimum lease payments as of
June 30, 2000 (amounts in thousands):

Economic
Development
200 $ 34234 $ 712 $38 $8
2002..... e 43,825 712 16 1
2003..... 46,773 712 -
2004..... 48,380 712
2005......c e 41,140 712
2006 and theresfter... 684537 1,423
Total payments.........ccceueeeunene 898,889 4,983 54 9
Less amount
representing interest............ (359,797) (878) (2) (1)
Present value of net
minimum lease payments...._$539,092 _$4,105 $52 $8

The MBTA has entered into several sale-leaseback
agreements with major financial ingtitutions, covering
equipment and rolling stock, which has been accounted
for as operating leases. These leases expire through
fiscal year 2013. Upon termination, the MBTA may
purchase the equipment and rolling stock at prices equal
to the lesser of a stated percentage (40%-70%) of the
lessor’s original purchase price or residual fair market
value, as defined.

The MTA has operating leases for administrative office
space and automatic toll collection equipment. These
operating leases expire on various dates through June
2004. Lease expenses charged to the Massachusetts
Turnpike and Sumner-Callahan-Williams Tunnels were
approximately $936,000 of which $847,000 was paid to
the Commonwealth for office space in a state-owned
building.

The MTA leases property and air rights to others. The
MTA earned approximately $9,918,000 in rental income.
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Rental income for the next five years is expected to
approximate $8,632,000 per year based on leases
currently in effect.

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

The future minimum rental payments required under
operating leases having initial or remaining non-
cancelable lease terms in excess of one year are as
follows (amounts in thousands):
Eoconomic
Devdopment
YexsEndngdine3), MBTA MTA RTAs MDEA MTEC Autharities

$13391 $ 95 $ 265 $ 706 $ 1000 $ 2,3%
136 723 1,000 1,895

136 512 333 1,786

136 - - 1034

136 190

1117 -

$164752 $4163 $1916 $ 1941 $ 233 $ 7300

13. COMMITMENTS

Primary Government —

Governmental Funds — As pat of the Genera
Appropriation Act of 2000 (Chapter 127 of the Acts of
1999) the funding mechanism for the net cost of service
and other costs of the Massachusetts Bay Transportation
Authority (MBTA) was changed. The change was
effective July 1, 2000. Under the previous funding
method, used since the MBTA’s inception in the 1960's,
the MBTA' s costs were funded by the Commonwealth 18
months in arrears. Under the new funding method
(Forward Funding), the MBTA'’s costs will be funded on
a current basis. This method apportions a “dedicated
sales tax” amounting to 1% of applicable sales in the
Commonwealth, directly to the MBTA. The MBTA will
also continue to receive amounts assessed on the 175
cities and towns within the service area (assessments.)
The assessments ($144,579,000 in fiscal year 2000) are
expected to total approximately $144,000,000 in fiscal
year 2001 and decrease each year to approximately
$136,000,000 in fiscal year 2006.  After 2006,
assessments will be adjusted annually by a maximum of
2.5% per year. The dedicated sales tax will be equal to
the greater of the amount raised by the sales tax or
$645,000,000, (the base revenue) subject to an
adjustment for inflation, capped at 3% annually. All
revenues are deposited into the Massachusetts Bay
Transportation Authority State and Local Contribution
Fund, a non-budgeted special revenue fund.
Accordingly, under forward funding, the MBTA will no
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longer receive advances from the Commonwealth for its
net cost of service or other contract assistance.

Costs recognized by the Commonwealth in fiscal year
2000 related to forward funding are as follows:

Sources of Funds
G.O.BondsIssued...........coveiiiiiiiiiiii $325,000,000
Operating Transfers.........oovvvuiiiiiiieiiie e 10,540,000
Amount tobe Amortized..............cooei i 612,750,000
Total Sourcesof Fundstothe MBTA................... $948,290,000
Uses of Funds
Net Cost of Service Paid For:
Calendar Year 1999 and Before.............cocevvneene $505,750,000
1/1-6/30/00 Including Operating Interest............ 342,540,000
Working Capital..........c.ouvviiiiii i 100,000,000
Total Cost of Forward Funding.......................... $948,290,000

The amount to be amortized above represents 18 months
of net cost of service of the MBTA. The Commonwesalth
appropriated $27,500,000 for FYOl to begin the
amortization of the $612,750,000. For FYO02 through
FY20, the Commonwealth has the option of either
appropriating $30,803,000 annually, or bonding the
amounts, to a maximum remaining authorization of
$475,000,000.

Under Chapter 161B of the General Laws, the
Commonwealth is obligated to provide annual subsidies
to regional transit authorities for contract assistance, debt
service assistance and their net cost of service
deficiencies. For fiscal year 2000, these subsidies totaled
approximately $49,434,000 for the RTAs.

The net cost of service subsidy is recognized as a current
liability of the Commonwealth, but is funded in arrears.
At June 30, 2000, the Commonwealth has recorded the
unpaid portion as a liability due to RTAs of
approximately $50,827,000.

The cities and towns served by the RTAs will be assessed
their proportionate shares of the net cost of service.

The Commonwealth is also statutorily obligated to
provide contract assistance for debt service obligations to
the Massachusetts Convention Center Authority, the
Massachusetts Development Finance Authority and the
Water Pollution Abatement Trust. Such assistance
totaled approximately $71,098,000 in fiscal year 2000.
For fiscal year 2001, appropriations for this purpose total
approximately $76,167,000.
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At June 30, 2000, the aggregate outstanding debt for
which the Commonwealth is obligated to provide
contract assistance support totaled approximately
$3,893,659,000 long-term debt and $237,012,000 of
short-term debt.  In addition, the Commonwealth
guarantees the debt of certain local governments and
public higher education building authorities.  The
guaranteed long-term debt outstanding at June 30, 2000
was approximately $212,451,000.

Saltongtall Building - On July 19, 2000, after reviewing
proposals received from various development teams to
redevelop the Saltonstall State Office Building, the
Governor filed legidation that would authorize the
Massachusetts Development Finance Agency (MDFA) to
undertake the redevelopment. The provisions of the
Governor’'s bill were added to the bond authorization
legidation approved August 10, 2000 relating to
preservation and management of the Commonwealth’s
real property assets. Under the provisions relating to the
Saltongtall Building, the building is to be leased by the
MDFA for alease term of up to 50 years, with extension
terms permitted for an aggregate of 30 more years). The
MDFA will renovate the building and lease half of it
back to the Commonwealth for office space and related
parking (for a comparable lease term). The remainder of
the building is to be redeveloped as private office space,
aswadll as private housing units and retail establishments.

Central Artery / Tunnel Project — This is the largest
single component of the Commonwealth’s capital
program. During fiscal 2000, the MTA, manager of the
Central Artery / Tunnel Project filed various financial
plan updates with the Federal Highway Administration.
As of the finance plan filed as of October 1, 2000, the
current cost estimate for the project, is $14.075 hillion,
which includes a maximum obligation of $8.549 hillion
from the federal government. The finance plan is
currently under review.

In connection with the Central Artery / Tunnel Project,
on May 8, 2000, the State Treasurer’s office was advised
that the staff of the Securities and Exchange Commission
(SEC) is conducting a formal investigation in the matter
of “Certain Municipal SecuritiesMassachusetts Central
Artery (B-1610.)" This is pursuant to a formal order of
private investigation issued by the SEC. The attorneys
on behalf of the Commonwealth believe that the
likelihood of loss by the Commonwealth is remote.

At June 30, 2000, the Commonwealth had commitments

of approximately $1,845,373,000 related to construction
projects in process. The majority relate to construction
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funding the Central Artery/Tunnel Project (CA/T). The
CA/T Project continues to anticipate federal participation
as well as payments from the MTA and the
Massachusetts Port Authority (MassPort).

During fiscal year 2000, the Commonwealth received
payments from the MTA and MassPort. Pursuant to
three separate memoranda of understandings dated
September 12, 1997 and August 13, 1998 and February
19, 1999 respectively. The MTA and MassPort made
payments to the Commonwealth to finance portions of
the CA/T Project in the amount of approximately
$100,000,000 and $52,438,000 respectively.

The remaining future payments are as follows (amounts

in thousands):
Fiscal Year MTA MassPort
$204,000 $65,000
105,000
50,000
50.000
Total.....ooooeiiennn $204,000 $270,000

The Commonwealth recognizes payments from the MTA
in the period when the use of the resources is required or
first permitted.

The payment of $100,000,000 in fiscal year 2000 is
presented as a “transfer in from Component Units’ in the
Capital Projects Fund. The MTA capitalizes the payment
as an increase to its fixed assets and accordingly do not
present a matching “transfer to Primary Government”.

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

Pension Trust Funds — At June 30, 2000, PRIT had
outstanding commitments to invest approximately
$343,357,000 in real estate, and approximately
$1,257,320,000 in aternative investments.

Component Units -

Chapter 152 of the Acts of 1997 provides $609,400,000
for the construction of a Convention and Exhibition
Center which will provide 600,000 square feet of exhibit
space at a sSte in South Boston. The Boston
Redevelopment Authority (BRA) is authorized and
directed by the legidation to acquire the land, properties,
and rights related to the proposed construction site. Once
this is accomplished, the MCCA will oversee
congtruction of the new facility. The MCCA will operate

Commonwealth of Massachusetts

87

the new center, along with the Hynes Convention Center,
the Boston Common Garage, and the Springfield Civic
Center.

As of June 30, 2000, the Massachusetts Water Pollution
Abatement Trust has agreed to provide loans of
$181,000,000 to various local government units to be
funded with grant awards received through June 30,
2000.

Massachusetts Housing Partnership Fund (MHP) has
executed twenty-four loan agreements with eleven banks
totaling approximately $441,039,000 pursuant to the
Massachusetts Nationwide Interstate Banking and
Community Reinvestment Act. Related to that, MHP has
funding commitments outstanding for funds not yet
advanced of approximately $35,044,000 at June 30,
2000.

The MTA entered into construction contracts for the
Metropolitan Highway system and the Western Turnpike
with various construction and engineering companies.
Construction contracts outstanding at December 31,1999
approximated  $6,100,000. Projected construction
expenses for calendar 2000 approximate $56,000,000.

14. TOBACCO SETTLEMENT

On November 23, 1998, the Commonwesalth joined a
multi-state agreement known as the Master Settlement
Agreement (MSA) which resolved Massachusetts and
other states litigation against the cigarette industry.
Under the MSA, there are both “annual payments’ and
“initial payments.” The annual payments are made to
each settling state, including the Commonweslth, in
perpetuity. There are five initial payments to be paid
annually between 1999 and 2003. Each payment is
expressed in the MSA as a “base amount,” subject to
adjustments, reductions or offsets that might be
applicable each year under the MSA. The initia
adjustment will be upward by 3% or the prior year’s
percentage increase in the Consumer Price Index,
whichever is greater. Downward adjustments could
occur based on a decrease in domestic cigarette sales
volume or if funding made available to the states under
qualifying federal legidation.

Massachusetts alocable share of the base amounts
payable under the MSA is 4.0389790%. The
Commonwealth has estimated its allocable share of the
MSA base amounts over the next 25 years to be
approximately $7.6 billion. This estimate does nat,
however, consider the effect of the annual adjustments,
reductions or offsets for inflation and other factors
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mandated by the MSA. Generaly, the calculation of
these adjustments requires information that is not
available until the end of the calendar year prior to the
year a payment is due.

On December 14, 1999, the Commonwealth received the
1999 initial payment of approximately $99,700,000. On
December 31, 1999, the Commonwesalth received the
2000 initial payment of approximately $87,000,000. In
April 2000, the Commonweslth received the first annual
payment of approximately $139,000,000.

Massachusetts was also awarded $414,000,000 from a
separate Strategic Contribution Fund established under
the MSA to reward a state' s particular contribution to the
national tobacco litigation effort. This additional amount
is payable in equal annual installments during the years
2008 through 2017.

The amounts that might be payable, if any, by the
Commonwealth for legal costs in relation to the tobacco
litigation cannot be determined at thistime. The outside
attorneys for the Commonwealth were awarded
approximately $775,000,000 in fees to be paid over time
by the tobacco companies and, therefore, were not to be
paid out of the Commonweath award. The outside
attorneys have notified the Attorney General that they
reserve their right to submit a cdam to the
Commonwedlth for the difference between the
$775,000,000 and 25% of the Commonwedlth's
Settlement payments.

During fiscal year 2000, the Legidature enacted two
related laws to provide for disposition of the tobacco
settlement payments. The new legidation created a
Health Care Security Trust (Trust) into which the
Commonwealth’s annual tobacco settlement payments
are to be deposited. The Trust was established for “the
purpose of financing improved health status for all
citizens of the Commonwealth.” Among other things,
the Trust is to be credited “any monies received by the
Commonwealth pursuant to the master settlement
agreement in the tobacco action, other than payments for
attorney fees’. The new legidation also created a
separate Tobacco Settlement Fund (Fund). Prescribed
amounts are transferred annually by the Comptroller
from the Trust to the Fund. Amounts credited to the
Fund “shall be expended, subject to appropriation, to
supplement existing levels of funding for health related
services and programs [including] services and programs
intended to control or reduce the use of tobacco in the
Commonwealth.” In each fiscal year from 2000 through
2004, specific amounts are to be transferred from the
Trust to the Fund. In later fiscal years, the Comptroller
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is to transfer to the Fund 30% of that year’'s tobacco
settlement payment and 30% of the earnings generated
that year on Trust principal. These funds are included in
the special revenue fund type.

15. CONTINGENCIES
Primary Government -

Governmental Funds — The General Fund services
claims for all risks of loss for which the Commonwesalth
is exposed, other than workers compensation and
employee group health and life insurance, which are
managed in its Internal Service Funds. A number of
lawsuits are pending or threatened against the
Commonwealth which arose from the ordinary course of
operations. These include claims for property damage
and personal injury, breaches of contract, condemnation
proceedings and other alleged violations of law. For
cases in which it is probable that a loss will be incurred
and the amount of the potential judgment can be
reasonably estimated, or a settlement or judgment has
been reached but not paid, the Attorney General
estimates the liability to be approximately $32,500,000 to
be paid from the General Fund. The Genera Fund
allocates the cost of providing claims servicing and
claims payment by charging a premium to each fund
based on claims paid during the year.

The Commonwealth receives significant financial
assistance from the federal government. Entitlement to
these resources is generally conditional upon compliance
with terms and conditions of the grant or reimbursement
agreements and with applicable federal regulations,
including the expenditure of the resources for eigible
purposes. Substantially all federal financial assistance is
subject to financial and compliance audits.  Any
disallowances become liabilities of the fund which
received the assistance. As of June 30, 2000, the
Commonwealth estimates that liabilities, if any, which
may result from such audits are not material.

The Commonwealth’s abandoned property law requires
deposit of certain unclamed assets into a managed
Fiduciary Fund. These unclaimed assets, less $6,549,000
which is expected to be reclaimed and paid in fiscal year
2001, are to be remitted to the General Fund each
June 30, where it is included as a transfer. Amounts
remitted during fiscal year 2000 totaled approximately
$60,406,000. Since inception,  approximately
$882,022,000 has been remitted. This represents a
contingency, because claims for refunds can be made by
the owners of the property.
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Internal Service Fund - It is the policy of the
Commonwealth to manage its risks internally and self-
insure for claim settlements for risk of loss relating to
workers compensation for the state employees and group
health insurance in its Internal Service Fund. The
Internal Service Fund allocates the cost of providing
claims servicing and claims payment by charging a
premium to each fund based on actual claims paid during
the year. All risk financing liahilities are reported when
it is probable that a loss has occurred and the amount of
the loss can be reasonably estimated. Liabilities include
amounts for claims that have been incurred but not
reported. Claims liabilities are reevaluated periodically
to take into consideration recently settled claims, the
frequency of claims, and other economic and social
factors.

Employees Workers Compensation and Group Health
Insurance costs for Commonwealth employees are
recognized when losses are incurred. The
Commonwealth’s outstanding liability for such losses at
June 30, 2000, including claims incurred but not
reported, is estimated to be $286,396,000.

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

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

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

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

The Project’s OCIP activity is reported as an Internal
Service Fund. The “Claims and Judgement liabilities’
reported therein represents the Project’s liabilities as
estimated by the carrier for incurred losses as of the end
of the fiscal year. The Internal Service Fund also
includes amounts set aside in the Trust to cover the
Project’s cumulative workers compensation loss and
general liability premium obligations from the inception
of the OCIP (1992) through the end of the tail period.

The estimated liabilities shown in the table below
represents its insurance carrier’s estimate of liability
based on experience to date and the cumulative
maximum potential obligations, as of June 30, 2000 and
through the end of the tail period respectively. (Amounts
in thousands)

Liability

Recorded Maximum Potential Obligation

asof 6/30/2000 Asof6/30/2000 End of Project

General Liability.......ccccccuuee $37,573 $142,228 $240,819
Workers Compensation

Liabilities. 206,329 325.344
Total............. $348,557 $566,163

The liability column represents estimates of liabilities
incurred based on past experience, both reported or not
reported as of June 30, 2000. The maximum potential
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Notes to General Purpose Financial Statements

Fiscal Year Ended June 30, 2000

obligation represents the carriers estimated potential
reimbursable |osses and premium.

Claims and Judgements - Changes in the balance of
clams and judgements liabilities for the primary
government during fiscal 2000 were as follows (amounts
in thousands):

2000 1999
Liability, beginning of vear.................. $ 521,062 $ 575,465
Current year claims
and changesin estimates................. 906,126 800,173
Claims payments. (877,951) (854,576)
Liability, end of year..........ccecvrveuenenes, $ 549,237 $ 521,062

Component Units - The MBTA reserves sdf-insurance
liabilities as claims and judgements as of June 30, 2000.
Changes in the self-insurance reserves in fiscal 2000 and
1999 were as follows (amounts in thousands):

2000 1999
Liablility, beginning of year................ $73,218 $ 69,820
Current year claims
and changesin estimates................ 69,973 75,267
Claims payments...........cccceeeueeereeneenne. 82,345 (71,869)
Liability, end of year........c..ccevevvveneneee $ 60,846 $ 73218

Other Contingencies - The Massachusetts Turnpike
Authority has obtained health coverage for most
employees through various commercial health
maintenance organizations. The health coverage for
certain other employees, as well as coverage for job-
related injuries to al employees, is sdf-insured by the
Authority, with risks managed internally. At December
31, 1999, the accrual for outstanding claims under these
programs, including claims incurred but not reported,
was approximately $13,000,000.

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

UMass Memorial is granted the right to occupy portions
of the UMass campus for a period of 99 years and UMass
Memorial agrees to share responsihility for various
capital and operating expenses relating to the occupied
premises. UMass Memorial also agreed to contribute to
capital improvementsto shared facilities.
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UMass Memorial agrees to make certain payments to
UMass and its related organizations, including: 1) an
annual fee of $12,000,000 (plus an inflation adjustment),
for 99 years as long as UMass continues to operate a
medical school; 2) a percent of net operating income of
UMass Memorial based upon an agreed-upon formula;
and 3) a $31,500,000 contribution plus interest by UMass
Memorial to jointly fund and develop a new research
facility with UMass. UMass will own and control the
research facility.

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

Certain academic funds (net assets) held by the Clinical
Division as of March 31, 1998 (Departmental Education
Funds) will remain assets of UMass and will be held by
UMass Memorial for UMass and allocated to each
academic department. The cash will be transferred by
UMass Memoria to UMass over five years. At June 30,
1999, UMass had recorded a receivable from UMass
Memorial in the amount of $22,600,000 related to these
funds. At June 30, 2000 the University agreed to write-
off these receivables and allow these assets to remain
with UMass Memorial.

UMass is reimbursed by, and reimburses, UMass
Memorial for certain services provided and purchased.
For the fiscal year ended June 30, 2000, the revenues for
services provided to UMass Memoria  were
$118,000,000. At June 30, 2000, UMass has recorded a
receivable in the amount of $72,900,000 from UMass
Memorial for costs related to shared services, leased
employees, and other agreed-upon payments due to
UMass. UMass has recorded a payable at June 30, 2000
of $5,900,000 for amounts due to UMass Memorial for
shared services and other agreed-upon payments due to
UMass Memorial.

16. SUBSEQUENT EVENTS

State Taxes - On November 7, 2000 Massachusetts
voters approved two initiative petitions that will reduce
personal income taxes. One of the approved petitions
sets the Part B income tax rate at 5.6% on January 1,
2001, 5.3% on January 1, 2002 and 5% on January 1,
2003 and thereafter. The Department of Revenue
estimates that this change will reduce fiscal 2001
revenues by $135 million, fiscal 2002 revenues by $457
million and fiscal 2003 revenues by $883 million. The
annualized value of the reduction, once fully effective in
fiscal 2004, is estimated to be approximately $1.154
billion. The other approved petition provides for a
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Notes to General Purpose Financial Statements

Fiscal Year Ended June 30, 2000

personal income tax deduction for charitable
contributions, effective January 1, 2001. The petition
essentially re-enacts a provision for such a deduction
included in the fiscal 2001 budget. The Department of
Revenue estimates the cost of the deduction to be $70
million to $90 million in fiscal 2001 and $157 million to
$192 million annually thereafter. The initiative petition
that would have established tax credits for amounts paid
as tolls and motor vehicle excise taxes was disapproved
by the voters.

Legidation approved by the Governor on July 28, 2000
as part of the fiscal 2001 budget froze the motor fuels
excise tax at 21¢ per gallon of fuel, which has been the
effective tax rate for many years. Under prior law, the tax
per gallon was 19.1% of the weighted average selling
price per gallon of fuel, but not less than 21¢.

Medicaid - On June 15, 2000 the federal Health Care
Financing Administration (HCFA) sent a letter to nine
dtates, including Massachusetts, New York and Florida,
indicating that portions of their Medicaid programs
might be funded with impermissible taxes on health care
providers, jeopardizing federal reimbursements collected
on any Medicaid program expenditures funded with such
taxes. In the case of Massachusetts, the letter related to
the portion of the Commonwealth’s Medicaid program
funded by the uncompensated care pool. (The Medicaid
program is 50% funded by federal reimbursements).
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On July 28, 2000 HCFA extended the deadline for the
submission of DMA’s waiver request from July 30, 2000
to August 31, 2000 for collections that occurred from
1993 to the present (“original tax™), and to September 30,
2000 for certain amounts collected from 1998 to the
present (“new tax”). DMA filed its “origina tax”
submission in response to HCFA's letter on August 31,
2000 and its “new tax” submission on September 29,
2000. In addition, HCFA allowed DMA to supplement its
“original tax” submission (filed August 31, 2000) so long
as it did so by September 30, 2000. Accordingly, DMA
filed additiona documents on September 29, 2000,
which supplemented its response relative to the “original
tax.” Officials from DMA continue to meet with the
Massachusetts Congressional delegation and officials
from HCFA to discuss ways to resolve this issue.
Clarification of the law surrounding permissible provider
taxesis a national issue and resolution could take several
years.

County - Subsequent to year-end, one additional county
was abolished. The county of Berkshire was transferred
on July 1, 2000. The Commonwealth will include in its
audited financial statements the financial activity of
abolished counties in the fiscal year the actual transfers
oceur.
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The cotton industry expanded rapidly as its
costs fell and demand grew. A decision was
made to build a second dam further upstream
and duplicate the results that were achieved in
Lowvell. In 1845, Abbott Lawrence took the lead
in the foundation of the Town of Lawrence,
which bears the family name. This textile city
became the rival of Lowell, founded a quarter of
a century earlier.

The output of cotton cloth increased at a rate of
about 5 percent a year from 1830 to the Civil
War. Cotton cloth made in New England was
sold throughout the United States. New England
both imported its raw material and exported almost all its product. Less than 15 percent of the national population was in New
England, while 75 percent of production was performed there.

Machinery for the mills of Lowell and Lawrence was built primarily by the Locks and Canal Company of Lowvell. Although in
1838 this company earned over half of its operating profits from the sale of cotton spinning and weaving machinery, it had
other sources of income as well., It owned the land on which the mills were built and received rent for them. It also had
branched out into making the other dominant machine of the antebellum economy, the steam engine, and earned more revenue
from this new activity than from its traditional renting activity.

After 1880 textile production expanded rapidly in Georgia, the Carolinas, and other parts of the South Atlantic. New England
mills were able to remain competitive in the higher quality fabric wvell after they had lost the lower quality markets, New
England's advantage derived both from its stock of skilled operatives and from the expertise of its mill managers. Over time the
regional gap in skills and capital narrowed. Strong demand during World War | temporarily revived demand for New England
textiles. But after the war, demand collapsed as a result of intensified international competition and the introduction of new syn-
thetic fibers.

The collapse of the industry was felt most intensely in places like Lawrence, in which the industry was the dominant employer.
Today Lawrence remains an urban center with 35% of its economy still manufacturing-based. Despite global trends that have
seen manufacturing industries move south and overseas, the city is still a hub of textile, apparel and shoe companies. Lowvell
has weathered significant economic change through much of the 20th century. By the 1980's, the city was experiencing resur-
gence during the prevailing technological boom, as new companies began producing minicomputers, computer workstations,
and plastics.

This boom, coupled with the generous spirit of the city, welcomed a wave of newcomers from Southeast Asia, which provided
a ready work force in an expanding economy and today Lowell offers an environment highly favorable to both relocating and
emerging businesses.

Photography and text courtesy of the Lawrence Public Library
Text from Engines of Enterprise - An Economic History of New England, Harvard University Press

Commonwealth of Massachusetts 92 Comprehensive Annual Financial Report



Combining and Individual
Fund Statements and
Account Group Schedules

'_"'."_' T ﬂ:—
. hﬂ- +1.F¥-".E:;

¢
-
I

u-f--=

"‘ | I|r|| _
I|'|1|
g .

- = 5

.,_.ﬁw 1H§HHIH!EK EF H.I'- Dh'.

As the Industrial Revolution in the United States intensified in the first half of the 19th century, the young nation's social and eco-
nomic fabric changed dramatically. Though still primarily agricultural, America was transforming itself into a nation of urban
manufacturing centers. Enterprising merchants and capitalists organized corporations to develop and control the productive
forces of emerging industries, while growing numbers of working people found employment as wage laborers in factories.
Cotton textiles, the foundation of America’'s Industrial Revolution, fostered not only working-class wage labor in the mills, but
also supported slave labor on the cotton plantations in the South.

Founded by Boston merchants in 1821-22, Lowell was built as a factory city along the Merrimack River to take advantage of
the waterpower potential of the Pawtucket Falls; within one mile, the river plunged 32 feet. Francis Cabot Lowvell, for whom the
city is named, had observed British techniques for weaving textiles, and with the aid of mechanic Paul Moody produced a suc-
cessful power loom. In 1814, Lowell and other investors erected a water-powered mill in Waltham, Massachusetts, which car-
ried out all the steps of textile production- carding, spinning, and weaving. More and more mills were built in subsequent years
to use the power generated by the flowing and falling water. The ability of the dam to power many mills created conditions that
economists describe as economies of scale.

By 1850, Lowvell had grown beyond all expectations. The city had a population of 33,000, the second largest in
Massachusetts, and its ten mill complexes employed more than 10,000 women and men.

Photography and text courtesy of the Lowell National Historical Park, Lawrence Public Library
Text from Engines of Enterprise - An Economic History of New England, Harvard University Press
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Fishing and shipbuilding were intertwined. By 1675, according to one English observer, there were thirty master shipwrights
working in Massachusetts and New Hampshire ports. Along with producing a valuable export commodity, the expansion of
the regional shipbuilding industry allowed New Englanders to exercise greater control over the region's commerce.

Not content with managing the fishing trade off Cape Cod, Boston and Salem merchants exercised a near monopoly on trade with
fisheries near the new English colony of Newfoundland as well, where they aggressively competed with merchants from England
for commercial control. New England traders supplied the fishermen with tobacco, sugar, pitch, rum, and other provisions on cred-
it at huge markups in exchange for their future catches, then vended the fish to British and European ships that came directly to
the banks in exchange for cloth, iron, and wine. The Newfoundland trade became extremely important in the eighteenth century,
and it made the fortunes of many Boston merchants. Merchants on the New England coast picked up tobacco and provisions in
Maryland and Virginia, and hide and turpentine off Cape Fear in North Carolina. One recent estimate suggests that the coastal trade
was worth 304,000 sterling by the decade before the Revolution; others put it at over 400,000 or nearly equal to the annual value
of New England's foreign trade.

Through retailing imports, New England merchants gained valuable market information that made later efforts at import substitu-
tion possible. They learned about the capacities of domestic markets; which items sold well in various markets; and the tastes
of local consumers. Also, by conducting this commerce themselves, in locally made and locally owned ships, New Englanders
profited not only from the sale of goods, but also from the sale of services - freight costs, insurance, interest charges on credit -
that would otherwise have accrued to English shippers. These earnings from shipping, or so-called invisible exports, the value
of which even the colonists themselves consistently underestimated, constituted the region’s single most valuable export com-
modity.

The Far East trade went a long way toward resurrecting New England's maritime economy after the Revolution. In the quarter
century between 1784 and 1807, maritime commerce was the breath of life for Massachusetts. Trade routes were established for
silks, pepper, teas, seal skins, otter skins, sandalwood, and furs to and from Boston, the American Northwest, the Dutch East
Indies, Nagasaki, Canton and India.

In 1793, the pepper trade earned Salem merchant-adventurers a 700 percent profit.

Photography of the clipper ship Sea Serpent courtesy of the Bostonian Society
Text from Engines of Enterprise - An Economic History of New England, Harvard University Press
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General Fund

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

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

includes financial activities related to stabilization
and tax reduction.

Maritime trade brought enormous wealth to some in the city. Successful
merchants such as Samuel Shrimpton, who owned Beacon Hill, built
imposing, many-roomed mansions furnished with richly carved chests and
bedsteads, high-backed wooden chair, silk and velvet hangings and

cushions and silver plate.

China Trade punch bowl courtesy of the Peabody Essex Museum.

Text from Engines of Enterprise- An Economic History of
New England, Harvard University Press
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General Fund
Balance Sheet

June 30, 2000
(Amounts in thousands)

2000 1999
ASSETS
Cash and short-term iINVESIMENES..........c.eiiiiriiieee e $ 2,298,140 $ 2,344,861
Receivables, net of allowance for uncollectibles:
B 1= G SRRSO PP URORUPRPROROO 1,080,175 988,805
Due from federal governmMeNt............cooceeiiiiiiiee e 493,430 447,964
Other reCaVADIES.........cceiiii e e 105,087 115,347
Due from CitieS and LOWNS.........cooiiiiiiie et 4,766 239,137
Due from Other fUNAS..........ooiiii e 510,645 2,887,371
Due from COMPONENT UNITS.......ccueiriiieiiee it 29,251 15,634
TOBl @SSELS....ccuee ittt bbb bbb e e e $ 4,521,494 $ 7,039,119
LIABILITIESAND FUND BALANCES
Liabilities:
ACCOUNES PAYADIE. ... $ 995,210 $ 972,902
ACCIUEH PAYIOHL ... 87,859 34,552
Compensated ADSENCES.........ocueiiiiieiie e 158,311 110,967
Tax refunds and abatements payable............coooeiiiiiiiini e 638,828 610,842
DU to Other fUNAS......ceeiiiiie et 397,706 743,922
Due t0 COMPONENT UNITS......veieieiieiiiee ittt 209,622 70,961
Due to federal goVErNMENL..........coouiiiiie i 22,082 16,452
DEfEITEI FEVENUE........eeiiei ettt sbe e 194,476 129,686
Claims and JUAGMENTS.........ooiiieiiiieie e 32,500 32,700
Total HADHTTIES.....eieiieeceeee e 2,736,594 2,722,984
Fund balance:
Reserved for continuing appropriations...........c.eeeceeereeeneeeseeesiee e, 184,143 131,996
Reserved for taX redUCTION. .........c.eoivieiie e e 7,203 6,818
Reserved for Commonwealth stabilization............cccocoiiiiiiniiieciecees 1,608,382 1,388,523
UNFESEIVEL.......eeieiieeite ettt bbb bbb b nre e (14,828) 2,788,798
Total fuNd DalanCe........cceiiii i 1,784,900 4,316,135
Total liabilities and fuNd DAIANCES...........coiiiiririere e, $ 4,521,494 $ 7,039,119
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General Fund
Statement Of Revenues, Expenditures And Changes In Fund Balances

Fiscal Year Ended June 30, 200(
(Amounts in thousands)

2000 1999
Revenues:
LIE= G SRR $ 9,343,264 $ 8,550,619
ASSESSMNENS.......co et . 73,061 238,126
Federal grants and reimbursements.. . 2,915,672 2,676,817
DEPAITMENTEL. ...ttt nbe b e s 546,620 524,280
MISCEIIBNEOUS........oooitieeiie et et tee e s e e be e e eate e sareeebeeesaaeeenreeeaneas 228,663 161,503
TOMAl FEVENUES. ...ttt ettt e st e et e e et e e s ae e e s be e e eateesabeeasbeeesseeesnseseneeesaneeansennns 13,107,280 12,151,345
Other financing sources:
Proceeds OF CapITal [EASES...........coiiiiiiiiiiiiiiii e 8,851 9,392
Transfers from COMPONENT UNITS........oouiiiiiiiiieiieieeie et 5,515 5,412
OPErating traNSIErS iN.......eiiieiiee et b e e 1,009,667 420,594
Total other fiNANCING SOUICES.......coueiiiiiiieieeie ettt sae e sbe et 1,024,033 435,398
Total revenues and other fiNaNCING SOUICES..........coiieiieiierie e 14,131,313 12,586,743
Expenditures:
Current:
(IS o 1S = (U XTSRS PR 51,443 51,371
0o Lol YT RURURR 543,996 69,257
INSPECLOr GENEYEL......coiiiiieiiieieiie ettt sttt ettt esbeesbe e be e e 2,461 2,231
Governor and Lieutenant Governor... 5,563 5,410
Secretary of the Commonwealth.... 40,859 24,056
Treasurer and Receiver-Generdl.... 79,755 91,199
Auditor of the Commonwealth... . 14,538 13,241
ATLOINEY GENEFEL ... .ottt st be et s saesnnesaeasree e 26,369 40,951
EthiCS COMMISSION.....cctiiiiiic ettt e s e et e e ree e s re e e s ae e sneeesaneesnaeeenes 722 708
(DR o AN (o = Y PSS UPTURRPRRU 64,958 242
Office of Campaign and Palitical FINANCE...........coceiiiiieiieeeee e 451 377
Sheriff'S DEPArTMENTS......ccviiieiieeee e e b e b e saee e 175,848 130,689
Disabled Persons Protection COMMISSION.......ccuvveeiiiieeeeeieirie e eereeeeeesireee e sesenee e s eneeees 1,584 1,504
Board of Library COMMISSIONENS.......cooeiiiiriieieeiieeie e eee et siee e sae e see e see e 4,395 4,395
(@0 00T 11 o 1 = SRR 7,742 7,518
Administration and finance. . 892,306 786,505
ENVIironmental affairS..........oooiiueeii i 67,727 68,664
Communities and deVE OPMENL..........cuiiiiiieieie e 97,672 96,156
Health and NUMEN SEIVICES......ccooiueeie ettt e eaaaee s 3,325,401 3,145,871
Trangportation and CONSLIUCTION. ......cccuiiuiiiieii et 48,189 12,357
Education..........coceevveeivieeviieeens . 182,634 188,431
HIGNEr @HUCELION........eiiiiiieie et e e sbe e 107,746 95,591
PUDIIC SAFELY. ... et 465,058 465,860
Economic development. . 11,285 10,354
Elder affairs.................. . 177,073 158,619
Consumer affairs.... . 40,391 38,048
Labor.................. . 38,901 28,146
Medicaid 3,902,274 3,521,250
Pension..... . 143,454 83,593
[ = o [ o= = Lo ISR 16,130 33,037
Debt service:
Principal FEIEMENT.........coiieieee e et 411,742 426,320
Interest and fiSCal ChargES.......oouee e 244,053 250,958
Total expenditures. 11,192,720 9,852,909
Other financing uses:
OpErating tranNSfErS OUL...........oiuiiiie et ettt e e saeesaeenees 3,904,647 476,031
Transfers of appropriations. 928,355 860,148
Transfers to component units. 636,826 443,276
Total Other fINANCING USES......ccueiiiiiiiieiieiteeie ettt sbe e s 5,469,828 1,779,455
Total expenditures and other fiNANCING USES.........coviiiiiiiiiiii e 16,662,548 11,632,364
Excess (deficiency) of revenues and other financing sources
over expenditures and other fiNaNCIiNG USES...........ooceiiiiiriieiie e (2,531,235) 954,379
Fund balance at beginNing Of YEar.........ccui i 4,316,135 3,361,756
Fund balance at €Nd Of YEAI.........cccueviiiieeceecees et $ 1,784,900 $ 4,316,135
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The roots of the Boston Stock Exchange go back to the 1830's when Bostonians were looking for new ways to invest the
wealth they had earned through shipping, banking, and insurance. As New England's-and the nation's-industry grew, capital
had to be raised to expand the region’s businesses and fund larger enterprises.

To meet this need, 13 business leaders founded the Boston Stock Exchange in 1834 as the third U.S. Stock exchange, creating a
meeting place for local stock brokers to trade their shares. Initially, only the stock of local banks and insurance companies were
traded on the new exchange. Soon mill, railroad, utility, and canal stocks were added. In 1878, AT&T was listed just two years
after Alexander Graham Bell had invented the telephone in his Boston workshop. In fact, capital raised in Boston funded many
of the factories, mines, and railroads that fueled the economic expansion of the United States in the nineteenth and twentieth cen-
turies.

Today, the Boston Stock Exchange is an integral part of Boston's financial community, which is the third largest investment
management center in the world, eclipsed only by New York and London. Boston, the birthplace of the mutual fund, is now
arguably the “mutual fund capital” of the world with literally trillions of dollars invested in funds managed here.

Photography courtesy of the Bostonian Society, text courtesy of the Boston Stock Exchange.

Commonwealth of Massachusetts 98 Comprehensive Annual Financial Report



Special Revenue Funds

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

Federal Grants — account for federal grant
monies that are designated for specific pro-
grams, excluding federal highway construction
grants, which are accounted for in the Federal
Capital Projects Fund, and federal reimburse-
ment programs such as Medicaid and AFDC
which are accounted primarily for in the General
Fund.

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

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

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

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

Universal Health Care — accounts for assess-
ments and other revenues that are dedicated to
making health care and health insurance acces-
sible and affordable to all citizens of the
Commonwealth.

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

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

Commonwealth of Massachusetts

Before 1850, shoes and boots were primarily made in people’s
houses or in “ten-footers”, workshops built onto them. The out-
work system of boot and shoe production contrasted sharply

with the factory work of cotton mills. Women worked at home
making shoes but in mill towns in factories making cloth.

The Singer sewing machine was adapted to sew leather
around the turn of the century, leading shoes to be produced in
factories where the sewing machines were powered by steam.
The boot and shoe industry increasingly provided factory
employment for women, The new opportunities attached both
men and women form cotton factory work.

The stitching room of Brophy Brothers in Lynn, ca. 1910 was
staffed entirely by women. By this time Lynn had become the
nation's leading manufacturer of women's shoes and women
made up about 40% of the workforce. Stitching was one of the
most skilled and best paying positions available to women.

Photograph and text courtesy the Lynn Historical Society.

Text from Engines of Enterprise- An Economic History of New
England, Harvard University Press.
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Special Revenue Funds
Combining Balance Sheet

June 30, 2000
(Amounts in thousands)

Federal
Grants Highway Local Aid Environmental
ASSETS
Cash and short-term investments..............ccceveeveenenne. $ - $ 36,064 $ 239,349 $ -
Cash with fiscal agent..........cocoeviiiniiiiieee e - 26,060 - -
Receivables, net of allowance for uncollectibles:
TAXES. .ottt - 47,989 684,011 691
Due from federal government............ccccceevceeiennn, 231,598 - - 267
Other recalvables..........cooceeiiiiiiiieee e - 911 - 18,840
Duefrom citiesand towns...........occeeiieeieneneeennene, - - 495 -
Due from other funds..........cccocoviiiininnceceee - 141 - -
INVENTOTY....eeiiiiii i 25,169 - - -
TOEl @SSELS....cevi vttt $ 256,767 $ 111,165 $ 923,855 $ 19,798
LIABILITIESAND FUND BALANCES
Liabilities:
Accounts payabl...........ccceeeieiiieie i $ 148,795 $ 24,307 $ 238,725 $ 14,582
Accrued payroll.........coeeeeiiiieeien e 5,830 10,513 17,656 1,961
Compensated abSenCes..........cccvveeeieie e 14,086 22,315 6,595 5,306
Tax refunds and abatements payable...................... - - 425,885 -
Dueto other funds.........ccocoeviiieiieniieiieiee e, 54,134 - - 31,626
Due to component UNitS..........ocoeeveeevveenennnieeenen - 10,165 20,347 -
Dueto federal government............cccoevceevieeininennn - - - -
Deferred revENUE..........ccevviiierieie e 25,169 181 103,538 321
Other accrued liabilities...........cccoveiiiniiiniee - - - -
Total [1@biltIes. ..o, 248,014 67,481 812,746 53,796
Fund balances (deficits):
Reserved for continuing appropriations.................. - 4,339 8,362 3,761
Reserved for retirement of indebtedness................. - 26,060 - -
Reserved for capital projects.......ccooveeeveeeieniiennn, - - - -
UNFESEIVEL........eoiiiiiiieiiieie e 8,753 13,285 102,747 (37,759)
Fund balances (defiCits)........oovvreeienieieneeienine 8,753 43,684 111,109 (33,998)
Total liahilities and fund balances...........c.cccceeunee. $ 256,767 $ 111,165 $ 923,855 $ 19,798
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Totals

Universal
Hedlth
Lotteries Care Other 2000 1999

$ 25,625 $ 271,703 1,155,088 $ 1,727,829 $ 1,143,394
- - 49,973 76,033 75,165

- - 29,348 762,039 707,742

- 42,404 246,356 520,625 451,477

10,535 109,424 6,971 146,681 132,613

- - - 495 495

- - - 141 140

- - - 25,169 25,227

$ 36,160 $ 423,531 1,487,736 $ 3,259,012 $ 2,536,253
$ 27,055 $ 90,933 157,119 $ 701,516 $ 589,807
- 53 539 36,552 7,737

3,185 - 6,094 57,581 75,493

- - - 425,885 405,706

- - 84,834 170,594 2,713,091

- - - 30,512 311,860

- - - - 1,067

4,859 44,759 1,491 180,318 104,440

- 123,489 - 123,489 132,622

35,099 259,234 250,077 1,726,447 4,341,823

- - 51,861 68,323 80,170

- - 699,973 726,033 461,157

- - 7,374 7,374 7,003
1,061 164,297 478,451 730,835 (2,353,900)
1,061 164,297 1,237,659 1,532,565 (1,805,570)

$ 36,160 $ 423,531 1,487,736 $ 3,259,012 $ 2,536,253

Commonwealth of Massachusetts
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Special Revenue Funds
Combining Statement Of Revenues, Expenditures And Changes In Fund Balance

Fiscal Year Ended June 30, 200(
(Amounts in thousands)

Federal
Grants Highway Local Aid Environmenta
Revenues:
TAXES. ..ottt $ - $ 559,334 $ 5,485,147 $ 8,026
ASSESSMENES.....oooiiiiieiieis - 10,851 - 22,240
Federal grants and reimbursements... 1,565,341 535 - 4,595
Departmental...........cceevercerinnene. - 305,621 878 52,763
MISCEIIBNEOUS........cvviiiiiiiirtsict e 42 1,947 350 32,267
TOtAl FEVENUES........oceiiiiiiiet s 1,565,383 878,288 5,486,375 119,891
Other financing sources
Proceeds of grant anticipation NOLES...........cccverererierierieieeieens - - - -
Operating transfers in........cooeeeeeieieeeeeeee e - 446,335 3,458,050 512
Total other finanCiNg SOUMCES........cccovririririeie e - 446,335 3,458,050 512
Total revenues and other finanCing SOUrCES...........coevveeeieeenienns 1,565,383 1,324,623 8,944,425 120,403
Expenditures
Current:
JUICIANY. ..t ettt 276 - - -
Governor and lieutenant governor.. 50 - - -
Secretary of the Commonwealth.............ccccoiniiiiinciiiine 727 - - -
Treasurer and Recaiver-General..........occcevveeieiienciinsciiniene 1,321 1,145 6,142 6
Auditor of the Commonwedlth.... - - 738 -
ALOrNEY GENEral.......c.oiiriiriiriereeeeee e 6,073 12 823 102
Ethics COMMISSION......c.ooiiiiiiciiccrc e - - 726 -
District AttOrney........cocveeverereeneeieeens 3,606 - - -
Office of Campaign and Political Finance, - - 452 -
Sheriff's Departments.................. 1,775 271 167 -
Board of Library Commissioners.... 2,741 - 2,883 -
Administration and finance..... 5,054 6,329 142,054 21,255
Environmental affairs............coocovieiniiiniciieciecceen 18,686 27,255 25,835 92,933
Communities and development... 269,799 - 35,074 -
Health and human services......... 475,659 - 1,573 -
Transportation and CONSLTUCLION.........cveererererienieseeeeeeeeiees 8,233 170,114 566 49
EAUCELION. ..ottt 508,927 34,132 602,636 487
Higher education. . 3,095 - - -
PUDIIC SAFELY.......eceiiiiiricice e 33,276 210,459 144,155 165
EConomic devel OpPMENt..........coueererirereneee e 3,805 - 800 -
Elder affairs............... 26,710 - 11,423 -
Consumer affairs. 1,178 2,033 - -
Labor........ 137,049 - 268 -
Medicaid... . - - - -
Pension......... - - 29,901 224,471 380
Direct 10Cal @ld.......ccocueuiiiiiiiicice e, - 46,514 4,654,789 44
Debt service
Principal retirement.........c.ooeeeeereieneseeee e - 198,762 60,487 -
Interest and fiscal Charges........ccoovveeerierieieeieeeeeeeee - 206,981 71,289 -
Total eXpenditures.........cccooveieiiiiiiire e 1,508,040 933,908 5,987,351 115,421
Other financing uses
Operating transfers OUL..........ccovvereierineee e 59,681 64,561 97,150 17,030
Transfers of apPropriations.........ccceeeeeereeiereresenesesese e - - - 1,781
Transfers to CoOMPONeNt UNItS.........cccovrerirerene e - 20,622 64,681 -
Total other fiNANCING USES........coeviriiriirieieieirieesese e 59,681 85,183 161,831 18,811
Total expenditures and other financing USES...........cccoevveerenienen. 1,567,721 1,019,091 6,149,182 134,232
Excess (deficiency) of revenues and other financir
sources over expenditures and other financing USeS............c....... (2,338) 305,532 2,795,243 (13,829)
Fund balances (deficits) at beginning of year...........ccccocevinennnns 11,091 (261,848) (2,684,134) (20,169)
Fund balances (deficits) at end of YEar...........coceveevereeeerreeereenennn $ 8753 % 43684  $ 111,109  $ (33,998)
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Totals

Universal
Health
Lotteries Care Other 2000 1999
$ 2,104 $ - 297,607 6,352,218 $ 5770214
- 337,881 18,443 389,415 308,273
- 218,573 1,354,327 3,143,371 2,985,036
3,906,737 375,680 73,767 4,715,446 4,326,625
7,183 23,558 355,776 421,123 227,395
3,916,024 955,692 2,099,920 15,021,573 13,617,543
- - - - 319,434
44,507 148,818 1,012,563 5,110,785 1,776,090
44,507 148,818 1,012,563 5,110,785 2,095,524
3,960,531 1,104,510 3,112,483 20,132,358 15,713,067
- - - 276 441,684
- - - 50 -
- - - 727 9,038
2,991,705 - 402,633 3,402,952 2,692,302
- - - 738 742
- - 1,080 8,090 7,599
- - - 726 677
- - 8,289 11,895 72,095
- - - 452 401
- - 75 2,288 3,694
N . - 5,624 5411
- 135 125,016 299,843 269,344
- - 8,354 173,063 163,158
- - 2,919 307,792 259,766
- 853,719 667,172 1,998,123 2,014,063
- - 1,100 180,062 124,484
- - 24,051 1,170,233 1,074,759
- - - 3,095 1,654
- - 25,848 413,903 394,554
- - 22,321 26,926 46,883
- - 1,343 39,476 38,182
- 15,901 10,625 29,737 29,764
- - 11,461 148,778 138,367
- - 478,416 478,416 307,403
N . - 254,752 240,654
N . - 4,701,347 4,372,402
- - 473 259,722 232,237
- - 43,228 321,498 302,727
2,991,705 869,755 1,834,404 14,240,584 13,244,044
965,116 196,196 1,050,706 2,450,440 2,800,272
- - 381 2,162 1,873
- - 15,734 101,037 395,531
965,116 196,196 1,066,821 2,553,639 3,197,676
3,956,821 1,065,951 2,901,225 16,794,223 16,441,720
3,710 38,559 211,258 3,338,135 (728,653)
(2,649) 125,738 1,026,401 (1,805,570) (1,076,917)
$ 1,061 $ 164,297 1,237,659 1,532,565 $  (1,805570)
Commonwealth of Massachusetts 103 Comprehensive Annual Financial Report



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

Fiscal Year Ended June 30, 2000
(Amounts in thousands)

Highway Local Aid
Variance Variance
Favorable Favorable
Budget Actual (Unfavorable) Budget Actual (Unfavorable)
Revenues:
TAKES. ettt $ 546,400 $ 558,135 $ 11,735 $ 5,071,900 $ 5,493,959 $ 422,059
ASSESIMENES. ...t - 10,851 10,851 - - -
Federal grants and reimbursements. 3,000 535 (2,465) - - -
Departmental..........ccveeerenceeeninenns 262,100 305,616 43,516 6,300 878 (5,422)
MiSCEI@NEOUS........oeeeencieiieieieeene - 1,947 1,947 - 350 350
TOtAl FEVENUES......ocuieieeeceee e 811,500 877,084 65,584 5,078,200 5,495,187 416,987
Other financing sources:
Operating transfersin..........oceeeeeeeeneeeereecennnens 50,000 58,131 8,131 694,100 838,070 143,970
Stabilization transfer........ovvveerrncescceenes - - - - - -
Fund deficit imination............ccoveeneenencennicennnns - 388,205 388,205 - 2,591,577 2,591,577
Total other finanCing SOUrCES.........couvevreeueerercenenees 50,000 446,336 396,336 694,100 3,429,647 2,735,547
Total revenues and other financing SOUrCES.........c.cceureieeencnee 861,500 1,323,420 461,920 5,772,300 8,924,834 3,152,534
Expenditures:
JUAICIAY. ..o . - - - - - -
Secretary of the Commonwealth.. - - - - - -
Treasurer and Receiver-General... 1,190 1,143 47 6,453 6,125 328
Auditor of the Commonwealth. - - - 736 733 3
Attorney General.................. e e . 13 12 1 810 804 6
Ethics COMMISSION.......ccvuiviiiiiieieieieieieieereeeseseseeene - - - 752 714 38
DiStriCt AtEOMNEY.....ocvevevrereiiieieee e - - - - - -
Office of Campaign & Political Finance...........ccccvrvvvrreneennns - - - 446 444 2
Sheriff's DEPAMENES........c.cueucerecrrireeeeeseieisee e 285 267 18 1,384 166 1,218
Board of Library Commissioners. - - - 2,866 2,866 -
COMPLIONEN .. e - - - - - -
Administration and finanCe............coceureeirerceeniesneeseeeens 11,362 6,764 4,598 161,344 149,640 11,704
Environmental affairs................ . 28,078 27,101 977 32,516 31,800 716
Communities and development - - - 36,199 35,618 581
Health and human services. - - - 1,605 1,573 32
Transportation and construction.. 235,574 232,416 3,158 136,067 134,213 1,854
EQUCELION. ... - - - 333,587 315,963 17,624
Higher edUCALION........c.cveuiiiiieieirire e - - - - - -
PUDIIC SAELY.....ceviiice e 214,802 210,448 4,354 145,246 144,065 1,181
Economic devel Opment...........ccuvvvevererrrererenescccnenes - - - 800 800 -
Elder affairS......ceureeereieinieeneeiseee e - - - 11,580 11,423 157
CoNSUMEX AfAIIS......cceeveeeeiiieecee e 2,389 2,066 323 - - -
LI00T .ttt - - - 268 268 -
Direct 0Cal @id.......c.ceeeieeeieieirieireeieieeee s 43,472 43,467 5 4,641,537 4,629,103 12,434
Medicaid... B . - - - - -
Pension.. et 67,161 66,970 191 536,914 536,914 -
Debt service: - -
Principal retirement..........ccveeerecenieesneeeenccenens 200,253 198,762 1,491 60,961 60,487 474
Interest and fiscal Charges.........cvueurureeerencieisesreereeees 208,534 206,981 1,553 71,796 71,289 507
Total EXPENAITUIES........cuvereieeeeree e 1,013,113 996,397 16,716 6,183,867 6,135,008 48,859
Other financing uses:
Fringe benefit cost assessment...........cocovvrenencecccnnes - - - - - -
Transfer for MBTA contract assistance. 51,477 51,477 102,953 102,953
Operating transfers OUt..........ccevevrererenesceccecnes 64,561 64,561 - 51,202 51,202 -
Stabilization transfer.........o.ooeeeeveeeeeieceeenene. - - - - 45,948 (45,948)
Total other finanCing USES.........ccvvcururencerencinens cee 116,038 116,038 - 154,155 200,103 (45,948)
Total expenditures and other finanCing USES............oceureueenenes 1,129,151 1,112,435 16,716 6,338,022 6,335,111 2,911
Excess (deficiency) of revenues and other financing
sources over expenditures and other financing uses, (267,651) 210,985 478,636 (565,724) 2,589,723 3,155,445
Fund balances (deficit) at beginning of year............ccccccoeveenne (180,586) (180,586) - (2,581,361) (2,581,361) -
Fund balances (deficit) at end of Year...........covceericerirceenenes $  (448,237) $ 30,399 $ 478,636 $  (3,147,085) $ 8,362 $ 3,155,445
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Commonwealth Stabilization

Administrative Control

Environmental

Variance Variance Variance
Favorable Favorable Favorable

Budget Actual (Unfavorable) Budget Actual (Unfavorable) Budget Actual (Unfavorable)
$ - $ - $ - $ - $ - $ - 9,200 $ 8,023 $ (1,177)
_ - . - - - 23,426 22,114 (1,312)

- - - - 22,600 22,600 3,774 5,077 1,303

- - - 4,793 98,658 93,865 54,327 52,150 (2,177)

68,220 79,788 11,568 - 385 385 22,683 32,267 9,584
68,220 79,788 11,568 4,793 121,643 116,850 113,410 119,631 6,221

- 25,200 25,200 - 7,837 7,837 104 512 408

- 114,871 114,871 - - - - - -

- 140,071 140,071 - 7,837 7,837 104 512 408

68,220 219,859 151,639 4,793 129,480 124,687 113,514 120,143 6,629

- - - 13,154 13,154 - - - -

- - - 125 125 - - - -

- - - - - - 6 6 -

- - - - - - 109 98 11

- - - 471 470 1 - - -

- - - 102,163 85,189 16,974 25,942 21,248 4,694

- - - 990 950 40 97,875 91,717 6,158

- - - 3 3 - - - -

- - - 24,541 23,428 1,113 - - -

- - - 486 476 10 57 49 8

- - - 47 47 - - - -

- - - 17,150 17,150 - 1,805 1,776 29

- - - 13,165 13,099 66 164 163 1

- - - 15 15 - - - -

- - - 17 17 - - - -

- - - - - - 910 910 -

- - - 172,327 154,123 18,204 126,868 115,967 10,901

- - - - 1,171 (1,171 - 12,531 (12,531)

- - - 169,186 169,186 - 4,504 4,504 -

- - - 169,186 170,357 (1,171) 4,504 17,035 (12,531)

- - - 341,513 324,480 17,033 131,372 133,002 (1,630)

68,220 219,859 151,639 (336,720) (195,000) 141,720 (17,858) (12,859) 4,999
1,388,523 1,388,523 - 207,395 207,395 - (27,582) (27,582) -
$ 1,456,743 $ 1,608,382 $ 151,639 $ (129,325) $ 12,395 $ 141,720 (45,440) $ (40,441) $ 4,999
continued
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Budgeted Special Revenue Funds

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

Statutory Basis - Budget And Actual

Fiscal Year Ended June 30, 2000
(Amounts in thousands)

Other Totals
Variance Variance
Favorable Favorable
Budget Actual (Unfavorable) Budget Actual (Unfavorable)
Revenues:
TAKES. ettt 254,300 $ 286,707 $ 32,407 $ 5,881,800 $ 6,346,824 $ 465,024
ASSESINENES......ceeieee s - - - 23,426 32,965 9,539
Federal grants and reimbursements...........ccococeereeeenences 876,226 809,339 (66,887) 883,000 837,551 (45,449)
Departmental..........ccveevrencereninenns 164,851 42,242 (122,609) 492,371 499,544 7,173
MiSCEIIANEOUS. ... - 10,006 10,006 90,903 124,743 33,840
TOtal FEVENUES......oueeeiereeceeeieie e 1,295,377 1,148,294 (147,083) 7,371,500 7,841,627 470,127
Other financing sources:
Operating tranSfarS iN.........cocceeeeeeereeerereeeeseeeeeseeenenas 83,952 199,640 115,688 828,156 1,129,390 301,234
Stabilization transfer.........cveeeeenecenincieens . - - - - 114,871 114,871
Fund deficit eimination............cccceeeeevieieeeeeeeceeene - - - - 2,979,782 2,979,782
Total other finanCing SOUrCES.........couvevreeueereecenenes 83,952 199,640 115,688 828,156 4,224,043 3,395,887
Total revenues and other financing SOUTCES............ocevreceens 1,379,329 1,347,934 (31,395) 8,199,656 12,065,670 3,866,014
Expenditures:
JUICIAY. oo - - - 13,154 13,154 -
Secretary of the Commonwealth.. - - - 125 125 -
Treasurer and Receiver-General.. 845 750 95 8,494 8,024 470
Auditor of the Commonwealth. - - - 736 733 3
Attorney General.................. 1,092 1,045 47 2,024 1,959 65
Ethics Commission - - - 752 714 38
District Attorney......... . 8,236 8,105 131 8,236 8,105 131
Office of Campaign & Political - - - 446 444 2
Sheriff's DEPArtMENES.........cuveeeeerireerirereireciseneaeens 90 74 16 1,759 507 1,252
Board of Library Commissioners. - - - 2,866 2,866 -
COMPLIONEN .. - - - 471 470 1
Administration and finance...........ccccocevrencerininenne 74,255 58,808 15,447 375,066 321,649 53,417
Environmental affairs................ 1,182 1,073 109 160,641 152,641 8,000
Communities and development 2,846 2,791 55 39,048 38,412 636
Health and human services. 741,815 665,025 76,790 767,961 690,026 77,935
Transportation and construction.. 1,186 1,100 86 373,370 368,254 5,116
EQUCELION.....cee e . 24,619 24,050 569 358,253 340,060 18,193
Higher €dUCATION. ........eceeeiciiceiecee s 717 697 20 19,672 19,623 49
PUDIIC SAELY.....coveeccc s 6,626 6,495 131 380,003 374,270 5,733
Economic devel opment...........c.veceeerereerereeeeniecenenns 47,630 23,404 24,226 48,430 24,204 24,226
Elder affairS......ceuvecereieinieeseeseeesee e 1,619 1,356 263 13,199 12,779 420
CONSUMEY Bf@IIS.....ceveeceeeiecieieei e 5,064 4,372 692 7,468 6,453 1,015
L@00T .ot 26,327 11,461 14,866 26,612 11,746 14,866
Direct [0cal @id.......ccreeereneneirereieinieinenes - - - 4,685,009 4,672,570 12,439
Medicaid... 467,345 419,166 48,179 467,345 419,166 48,179
PENSION.....oieiiiieieescieee s - - - 604,985 604,794 191
Debt service:
Principal retirement..........cooeueuricinencieineeieesceeseeie e 12 12 - 261,226 259,261 1,965
Interest and fiscal Charges.........ovvuevreeerenieeereereeseciees 3 3 - 280,333 278,273 2,060
Total eXpPeNditureS........c.ovemvrecereiieireeeeeeeeiees 1,411,509 1,229,787 181,722 8,907,684 8,631,282 276,402
Other financing uses:
Fringe benefit Cost aSSESSMENL..........ccuevremeueieecereeieeneeeeeees - 10,214 (10,214) - 23,916 (23,916)
Transfer for MBTA contract assistance. - - - 154,430 154,430 -
Operating transfers OUL............eveeeeeeeeerencenenns . 28,026 28,026 - 317,479 317,479 -
Stabilization transfer........cooeeeeeieeceeeeeeeee e - - - - 45,948 (45,948)
Total other fiNaNCiNg USES........cccuvuimiureiieenieieeeieeeieensieens 28,026 38,240 (10,214) 471,909 541,773 (69,864)
Total expenditures and other financing USES...........ccccoeueeneee. 1,439,535 1,268,027 171,508 9,379,593 9,173,055 206,538
Excess (deficiency) of revenues and other financing
sources over expenditures and other financing uses. (60,206) 79,907 140,113 (1,179,937) 2,892,615 4,072,552
Fund balances (deficit) at beginning of year............cccceeuene. 328,974 328,974 - (864,637) (864,637) -
Fund balances (deficit) at end of year...........cccvecvereeerinenne 268,768 $ 408,881 $ 140,113 $ (2044574 $ 2,027,978 $ 4,072,552
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Capital Projects Funds

Capital Projects Funds are used to account for the finan- LOCAL AID FUNDS:
cial resources used to acquire or construct major capi-

tal assets and to finance local capital projects.

Commonwealth of Massachusetts

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

Capital Investment Trust Fund - accounts for a trans-
fer from the general fund to fund appropriated
items of a capital nature specified in Section 107
2E of Chapter 88 of the Acts of 1997.

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

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

Capital Expenditure Reserve Fund - accounts for
amounts paid by the Massachusetts Turnpike
Authority as payment towards acquisition cost of
the Central Artery/Tunnel and federal financial par-
ticipation money related to amounts paid by
Massachusetts Port Authority.

Highway - accounts for the proceeds of bonds sold
to finance construction of state highways and to
fund the Commonwealth's share of federally spon-
sored highway construction.

Federal Highway Construction - accounts for feder-
al highway construction projects which, with the
Commonwealth's required share of matching
funds, finance interstate highways and similar pro-
jects within Massachusetts to promote a nation-
wide highway system.

Government Land Bank Capital Projects Fund -
accounts 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.

Intercity Bus Capital Assistance Capital Projects
Fund - accounts for proceeds of bonds; used for
the acquisition and leasing of inter-city coaches
and for planning and other relevant costs.
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Local Aid Capital Projects Fund — accounts for the
proceeds of bonds sold to finance the construc-
tion of correctional facilities, water pollution
abatement projects and other local projects in
specific localities of the Commonwealth.
Accounts for the proceeds of bonds to finance
improvements to lockup facilities, state police
lock up facilities and to finance improvements to
County Correctional Facilities, and other monies
received by Department of Environmental
Management pertaining to state parks, reserva-
tions and recreation areas outside the metropoli-
tan parks district; used for purposes of state
parks, reservations and recreation areas outside
the metropolitan parks district.

Water Pollution Control Capital Projects Fund -

accounts for proceeds of bonds, to finance
grants to implement the Clean Water Act.
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Capital Projects Funds
Combining Balance Sheet

June 30, 2000
(Amounts in thousands)

Boston Capital
Capital Convention Improvements Capital
Investment and Exhibition and Investment  Expenditure
General Trust Center Trust Reserve
ASSETS
Receivables, net of allowance for uncollectibles:
Due from federal government............c.cccoevvevuneee. $ - $ - $ - $ - $ -
Other recalVables..........cocueiiiiierieiieeeeeeeee e - - - - -
Due from other funds............ccoovvveeeviieeeeiciee e 66,266 15,580 - 221,429 -
TOtal BSSELS.....eveereeieerie s $ 66,266 $ 15,580 $ - $ 221,429 $ -
LIABILITIESAND FUND BALANCES
Liahilities:
Accounts payable.........c.ccorireieninnee e $109,041 $ 5771 $ 6,653 $ 6,928 $ 14,819
Accrued payrall............. 505 - - 16 12
Compensated abSENCES.........covvvvieeieriesie e 1,005 - - 16 -
Dueto other funds..........ccoeoeevviieieiiiieeeceee e, - - 23,149 - 27,323
Due to component UNitS..........coeeveeieeieeeiesienseeee - - - 770 -
Dueto federal government... - - - - -
Deferred revenue............coceeieienienieneeeeeee e, - - - - -
Total labilities......cccoovverieeeeee e 110,551 5,771 29,802 7,730 42,154
Fund balances (deficits):
Reserved for capital projects.........cccceveeieeiencennnnne - 9,809 - 213,699 -
UNFESEIVEL. ...t (44,285) - (29,802) - (42,154)
Fund balances (defiCits)........covrerennennireiseeees (44,285) 9,809 (29,802) 213,699 (42,154)
Total liabilities and fund balances.............ccccceueunee. $ 66,266 $ 15,580 $ - $ 221,429 $ -
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Federa Totals
Highway Government Intercity Local Aid
Highway Congtruction Land Bank Bus Capital  Capital Project 2000 1999

$ - $ - $ - $ - $ - $ - $ 575

- 53 - - - 53 87

- 166,998 - - 12,126 482,399 822,347

$ - $ 167,051 $ - $ - $ 12,126 $ 482,452 $ 823,009

$ 53275 $ 166,531 $ 4,500 $ - $ 22,075 $ 389,593 $ 408,160

1,244 467 - - 71 2,315 768

3,902 14 - - 25 4,962 4,334

352,666 - 9,380 3,531 - 416,049 246,370

160,000 - - - - 160,770 500

- 24 - - - 24 52

- 23 - - - 23 39

571,087 167,059 13,880 3,531 22,171 973,736 660,223

- - - - - 223,508 461,466

(571,087) (8) (13,880) (3,531) (10,045) (714,792) (298,680)

(571,087) (8) (13,880) (3,531) (10,045) (491,284) 162,786

$ - $ 167,051 $ - $ - $ 12,126 $ 482,452 $ 823,009
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Capital Projects Funds
Combining Statement Of Revenues, Expenditures And Changes In Fund Balances

Fiscal Year Ended June 30, 200(
(Amounts in thousands)

Revenues:
Federal grants and reimbursements............c.ccccevennee.
Departmental..........cooceeeeiiniiiere e
MiSCEIANEOUS.......c.eeverrereeereereeeee e

TOtal FEVENUES........ccvveeecteeeete et etee e eree e

Other financing sources:
Proceeds of general obligation bonds.
Proceeds of refunding bonds.............ccccoceeeee.
Transfers from component units.
Operating transfers iN.........ccoovveeeeereneneere e

Total other financing SOUrces..........cccocvveeieeieneneenn,

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

Expenditures:

Other financing uses:
Payments to refunded bond escrow agent
Operating transfers Out...........cccoveeeeeeneenienne
Transfers of bond proceeds..............
Transfers to component units.

Total other finanCing USES........c.cceeiiiirieieceeee
Total expenditures and other financing uses...............
Excess (deficiency) of revenues and other financing
sources over expenditures and other financing uses.......
Fund balances (deficits) at beginning of year....................
Fund balances (deficits) at end of year..........cccccooceeeeenee.

Commonwealth of Massachusetts

Boston Capital
Capital Convention Improvements Capital
Investment  and Exhibitior and Investmeni  Expenditure
Generd Trust Center Trust Reserve
1958 $ - % - $ - $ -
- - - - 63,523
1,958 - - - 63,523
409,195 - - - -
- - - - 100,000
93,380 - - 128,977 -
502,575 - - 128,977 100,000
504,533 - - 128,977 163,523
349,983 20,144 10,802 60,502 325,246
349,983 20,144 10,802 60,502 325,246
153,597 23 - 68 155,807
60,538 886 - 936 -
8,171 - - 9,000 -
222,306 909 - 10,004 155,807
572,289 21,053 10,802 70,506 481,053
(67,756) (21,053) (10,802) 58,471 (317,530)
23,471 30,862 (19,000) 155,228 275,376
(442850 $ 9809 $ (29,802) $ 213,699 $ (42,159
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Totals

Federal
Highway Government Intercity Local Aid
Highway Construction Land Bank Bus Capital Capital Project 2000 1999
$ - $ 258 % - $ - $ - % 2216 % 6,667
- 96 - - - 96 1,222
- - - - - 63,523 41,784
- 354 - - - 65,835 49,673
1,259,877 - 22,620 2,466 67,463 1,761,621 1,014,803
- - - - - - 498,793
- - - - - 100,000 1,051,000
563,200 1,196,327 - 1,378 - 1,983,262 2,358,600
1,823,077 1,196,327 22,620 3,844 67,463 3,844,883 4,923,196
1,823,077 1,196,681 22,620 3,844 67,463 3,910,718 4,972,869
- - - - 46,613 46,613 73,485
475,327 1,193,910 25,501 7,375 - 2,468,790 2,601,933
475,327 1,193,910 25,501 7,375 46,613 2,515,403 2,675,418
- - - - - - 498,793
1,332,134 2,765 - - 460 1,644,854 1,153,179
- - - - - 62,360 58,681
325,000 - - - - 342,171 2,337
1,657,134 2,765 - - 460 2,049,385 1,712,990
2,132,461 1,196,675 25,501 7,375 47,073 4,564,788 4,388,408
(309,384) 6 (2,881) (3,531) 20,390 (654,070) 584,461
(261,703) (14) (10,999) - (30,435) 162,786 (421,675)
$ (57,087 $ 8 $ (13880 $ (3531) $ (10,045) $ (491,284) $ 162,786
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Another development reshaping urban life was the introduction of the electric streetcar. Until the 1880s urban settlement had
been tightly constrained by the need for face-to-face contact. Commercial, manufacturing, and residential districts coexisted in
close proximity to one another, bounded by the distance a person could conveniently travel by foot within about an hour.
Electric streetcars, however, tripled the distance that commuters could travel to work, and at a cheaper fare than that offered by
horse-drawn carriages. The greater mobility offered by electric streetcars opened up a large peripheral area for residential
settlement, allowing urban professionals and clerical workers to escape the unpleasant and crowded city center for more
bucolic surroundings. With this movement, the modern suburb was born.

Automobiles also gained rapid acceptance, as Henry Ford's introduction of methods of mass production dramatically lowered
their cost in the 1910s. The diffusion of automobiles greatly increased mobility and allowed the continued growth and extension
of residential suburbs,.

The building of Route 128, the circumferential highway around Boston that is now part of Interstate 95, also encouraged devel-
opment by the growing firms in a pace the was, on the other hand, close to attractive residential locations. Industrial parks,
facilitated firms' relocations to the new suburbs while preserving a relatively attractive physical environment.

Photography courtesy of the Bostonian Society

Text from Engines of Enterprise — An Economic History of New England, Harvard University Press.
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Internal Service Funds

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

Employees Workers' Compensation — accounts
for the activities of the Commonwealth's Self
Insurance Program for state employees Workers
Compensation.

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

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

Liability Management and Reduction Fund —
accounts for chargebacks assessed to depart-
ments as premiums for the provision of insur-
ance coverage for state agencies to cover pay-
ment of judgements, settlements and litigation
costs in tort claims.

Because of the railroad, overland transportation changed more dramatically than at any
previous time. It was now much faster, and almost as cheap, to move people and goods
over land as over water. Railroads were extended throughout New England in the 1840's,
before their expansion as a whole. Locomotive manufacturers used techniques learned in
the manufacture of textile machinery and in federal armories.

Within New England, telegraph wires followed railroads. One use of the telegraph was to
schedule trains so that railroads could run with only a single track of trains in both
directions. “Single tracking” was a typical American innovation that saved capital costs.

The New England railroad net was constructed rapidly in the 1840s, and New England was
knit together at mid-century far more closely that a generation earlier.

Cotton goods, shoes, and revolvers were exported from New England by railroad, and
capital was sent from New England to the West by telegraph. Railroads remained the
dominant means of overland transport for another half-century.

Photography of the Boston and Lowell, courtesy of the Walker Transportation Collection at

the Beverly Historical Society

Text from Engines of Enterprise - An Economic History of New England,

Harvard University Press

Commonwealth of Massachusetts
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Internal Service Funds
Combining Balance Sheet

June 30, 2000
(Amounts in thousands)

Totals
Employees Central Artery Employees Liability
Workers Workers Group Health  Management anc
Compensatior Compensatior Insurance Reduction Fund 2000 1999
ASSETS
Restricted investments. $ - $ 265,102 $ $ 1,450 $ 266,552 $ 282,287

- - 21,280 - 21,280 18,586
20,573 - - - 20,573 24,186

$ 20,573 $ 265,102 $ 21,280 $ 1,450 $ 308,405 $ 325,059

Assatsheld in trust.....
Due from other funds.

LIABILITIESAND FUND EQUITY

Liabilities
Accounts payable..................... - $ - $ - $ 405 $ 405 $ -
Claims and judgments... $ 255,418 95,541 30,978 - 381,937 412,079
Total liahilities. 255,418 95,541 30,978 405 382,342 412,079
Fund equity (deficit):
Retained earnings
Reserved for central artery workers' compensation.... - 169,561 - - 169,561 161,156
UNFESEIVEL. ...t (234,845) - (9,698) 1,045 (243,498) (248,176)
Total fund equity (defiCit).......cceerirerreeirieeeeeee (234,845) 169,561 (9,698) 1,045 (73,937) (87,020)
Total liahilitiesand fund equity...........ccoceeveririeieeennn, $ 20,573 $ 265,102 $ 21,280 $ 1,450 $ 308,405 $ 325,059
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Internal Service Funds
Combining Statement Of Revenues, Expenses And Changes In Retained Earning

Fiscal Year Ended June 30, 200(
(Amounts in thousands)

Operating revenues:

Operating expenses:
Attorney General.........coeevererenienienieieieene
Claims and judgments..........ccccoeeeeerercrereene
Changein incurred but not reported claims

Net claims and judgments.

Operating income (10SS).......ccceerererenieieieeenen,

Nonoperating revenues:
INterest iNCOME.......ccoeriiiriiireeeeeeeeee

Total nonoperating revenues.

Net income (l0ss)
Retained earnings (deficit) at beginning of year..

Retained earnings (deficit) at end of year

Commonwealth of Massachusetts

Totals
Employees Central Artery Employees Liability
Workers Workers Group Health  Management and
Compensation Compensation Insurance  Reduction Fund 2000 1999
$ 43,880 $ 918 $ 693043 $ 3,703 $ 741544 $ 751,839
43,880 918 693,043 3,703 741,544 751,839
- - - 41 41 -
47,493 33,864 690,349 2,685 774,391 754,268
(2,468) (25,590 (2,084) - (30,142 (3,383
45,025 8,274 688,265 2,726 744,290 750,885
(1,145) (7,356) 4,778 977 (2,746) 954
- 15,761 - 68 15,829 14,963
- 15,761 - 68 15,829 14,963
(1,145) 8,405 4,778 1,045 13,083 15,917
(233,700) 161,156 (14,476) - (87,020 (102,937)
$ (234845 $ 169,561 $ (9698 $ 1,045 $ (73937) $ (87,020
115
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Internal Service Funds
Combining Statement Of Cash Flows

Fiscal Year Ended June 30, 2000
(Amounts in thousands)

Totals
Employees Central Artery Employees Liability
Workers Workers Group Health Management anc
Compensatior  Compensatior Insurance  Reduction Func 2000 1999

Cash flows from operating activities
Operating inCome (10SS)......c.cvueeiirininiriniereseeseeeiens $ (1145 $ (7.356) B 47718  $ 977 $ (2,746) $ 954
Adjustments to reconcile operating income (los
to net cash provided by (used for) operating activitie

Net changein Incurred but not reported (IBNR) iten 2,468 25,590 2,084 30,142 -
Changein assets and liabilitie
Assets held in trust.......ccevcvevccecccccccce, - - (2,694) - (2,694) (2,055)
Due from other funds............cocoveviciiieiiiiieeees 3,613 - - - 3,613 (1,897)
Accounts payable..........c.ccoeoiireniinne - - - 405 405 -
Claims and judgments...........cceevvererieiencnennenn, - - (3,383)
Total adjustments..........ccccveeivieininieininieiren, 6,081 25,590 (610) 405 31,466 (7,335)
Net cash provided by (used for) operating activities.. 4,936 18,234 4,168 1,382 28,720 (6,381)

Cash flows from investing activities

Purchases of investments... (4,936) (33,995) (4,168) (1,450) (44,549) (8,582)
INterest iNCOME.........cceveecueieicieicicecicies - 15,761 - 68 15,829 14,963
Net cash provided by (used for) investing activities........... (4,936) (18,234) (4,168) (1,382) (28,720) 6,381
Net increasein cash and cash equivalents...........c.cccceeeeeee - - - - - -
Cash and cash equivalents at beginning of year................ - - - - - -
Cash and cash equivalents at end of year...........cccoevuevene. $ -3 - 3% - $ -8 - 3 -
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Fiduciary Funds

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

EXPENDABLE TRUST FUNDS:

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

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

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

NONEXPENDABLE TRUST FUNDS:

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

PENSION TRUST FUNDS:

Pension Trust Funds — accounts for the net assets
held in trust for the State Employees’' and Teachers'’
Retirement Systems for the payment of retirement,
disability and death benefits to members of these
retirement systems.

EXTERNAL INVESTMENT TRUST:

External Investment Trust — accounts for the por-
tion of pooled cash held under the custodianship
of the Commonwealth for the various local govern-
mental units and other political sub-divisions of the
state.

AGENCY FUNDS:

Central Agency Funds — account for cash and
investments held or managed by the
Commonwealth on behalf of others, annuity con-
tracts held for lottery prize winners, and local
option taxes collected but not yet remitted.

Commonwealth of Massachusetts 117

Court Escrow and Client Accounts — account for
assets held in escrow by the Commonwealth's
court system pending settlement of outstanding
litigation; by the human service departments on
behalf of patients, clients and inmates; and for
child support payments collected or receivable
and not yet remitted to custodial parents.

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

One of the first female entrepreneurs, Lydia Pinkham began
making her vegetable compound in her kitchen for the private
use of her friends. After her husband's business failed in the
panic of 1873, she and her sons began marketing the tonic
commercially selling it as a cure for “ female complaints”.
Made of a variety of roots and herbs in a suspension of 19%
alcohol, the vegetable compound was sold worldwide and
Mrs. Pinkham became one of the 19th century's most recog-
nizable women. The Pinkham factory in Lynn continued to
produce Lydia Pinkham's Vegetable Compound until the com-
pany was sold in 1968, Today the building is home to a vari-
ety of artists and craftspeople.

Text and photography courtesy of Lynn Historical Society.
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Fiduciary Fund Types
Combining Balance Sheet

June 30, 2000
(Amounts in thousands)

ASSETS

Investments of deferred compensation plan.................

Annuity contracts.
Assets held in trust
Receivables, net of allowance for uncollectibles:

LIABILITIESAND FUND BALANCES

Liabilities:

Due to component UNitS..........ocoeevereneeeneeeiieenieens
Deferred revenue..........ccoveeveeneeneeneeseese e
Prizespayable...........cccooiiiiin e,
Agency liabilities. ...
Other accrued liabilities............cccoeveiiniieiicieee

Total [1@bilities........ccooovviiiiiic e,

Fund balances:

Commonwealth of Massachusetts

Expendable

Trust Funds

Non-
expendable Pension
Trust Funds Trust Funds

298,712 $ 5,834 $ 1013225
2,050,556 - -
- - 31,280,296
3,129,533 - -
216,279 - -
1,214 ; ]
4,437 - -
24,611 - 382,656

- - 11,357
5,725,342 $ 5,834 $ 32,687,534
36,484 $ - $ 1,108,082
290 - -

813 - -
12,246 - -
9,122 - -
6,549 ; ]
65,504 - 1,108,082

- - 31,579,452
3,133,670 - -
2,241,376 ; ]
- 5,834 -

284,792 - -
5,659,838 5,834 31,579,452
5,725,342 $ 5,834 $ 32,687,534

118

Comprehensive Annual Financial Report



Totals

External
Investment Agency
Trust Funds 2000 1999
$ 2,403,576 $ 281,171 $ 4,002,518 $ 3,271,002
- - 2,050,556 1,884,073
- - 31,280,296 26,884,071
- - 3,129,533 2,480,398
- 1,406,527 1,406,527 1,415,716
- 2,121,947 2,121,947 1,946,846
- 1,247 217,526 218,185
- - 1,214 1,299
- - 4,437 5,005
5,619 44,249 457,135 441,691
- - 11,357 -
$ 2,409,195 $ 3,855,141 $ 44,683,046 $ 38,548,286
$ - $ 58,987 $ 1,203,553 $ 841,112
- - 290 102
- - 813 683
- - 12,246 12,401
- 26,476 26,476 25,260
- - 1,672
- - - 32,430
- - 9,122 12,356
- 1,406,527 1,406,527 1,415,716
- 2,363,151 2,369,700 2,179,489
8,721 - 8,721 1,263
8,721 3,855,141 5,037,448 4,522,484
- - 31,579,452 27,112,399
- - 3,133,670 2,480,398
- - 2,241,376 2,070,466
- - 5,834 5,835
2,400,474 - 2,400,474 2,100,546
- - 284,792 256,158
2,400,474 - 39,645,598 34,025,802
$ 2,409,195 $ 3,855,141 $ 44,683,046 $ 38,548,286
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Expendable Trust Funds
Combining Balance Sheet

June 30, 200C
(Amounts in thousands)

Deferred Other Totals
Compensation  Unemployment  Expendable
ASSETS Trust Compensation Trust 2000 1999

Cash and short-term investments...........ccoceeeeveeenee. $ - % - $ 298,712 $ 298,712 $ 259,936

(D100 S £ RS - 2,050,556 - 2,050,556 1,884,073

Investments of deferred compensation plan.............. 3,129,533 - - 3,129,533 2,480,880

- 216,279 - 216,279 218,185

- - 1,214 1,214 1,299

- - 4,437 4,437 5,005

4,137 8,241 12,233 24,611 23,225

TOtal ASSELS.....viecveeerieceeecee et $ 3133670 $ 2,275,076 $ 316,596 $ 5,725,342 $ 4,872,603

LIABILITIESAND FUND BALANCES
Liabilities

ACCOUNES PAYADIE.......cveeeeereeereiiereesee e $ - % 12929 $ 23555 $ 36484 % 35,297

Accrued payroll........cooeieieeieicieee e - - 290 290 102

Compensated abSeNnCeS.........coeveeeeereneeieene e, - - 813 813 683

Tax refunds payable - 12,246 - 12,246 12,401

Deferred reVenUE..........ccvveeeeeeciiee e - 8,525 597 9,122 12,356

Agency liabilitieS.......coveerereeeee e - - 6,549 6,549 4,742

Total liabilitieS.....coeeveeieiceeeeee e - 33,700 31,804 65,504 65,581
Fund balances

Reserved for deferred compensation...................... 3,133,670 - - 3,133,670 2,480,398

Reserved for unemployment benefits.................... - 2,241,376 - 2,241,376 2,070,466

UNFESEIVEL. ......veceve ettt s - - 284,792 284,792 256,158

Total fund balanCeS.........cceeeevieiieececeeece e, 3,133,670 2,241,376 284,792 5,659,838 4,807,022

Total liabilities and fund balances............cccccueee... $ 3133670 $ 2,275,076 $ 316,596 $ 5,725,342 $ 4,872,603
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Expendable Trust Funds

Combining Statement Of Revenues, Expenditures And Changes In Fund Balances

Fiscal Year Ended June 30, 2000

(Amounts in thousands)

Deferred Other Totals
Compensation Unemployment Expendable
Trust Compensatior Trust 2000 1999
Revenues:
LI G $ - $ 863,086 - 863,086 $ 845,899
ASSESSMENLS....ooeeeciieiee e - - 86 86 78
Federal grants and reimbursements. - 17,115 14,281 31,396 28,709
Departmental.........ccccceereeereneiene e - 12,858 4,300 17,158 17,978
Deferred compensation...........coceceeeereneneennn 756,596 - - 756,596 567,569
MiSCEANEOUS.........covveereeceeectee e - 126,363 173,887 300,250 305,665
Total FEVENUES.......c.eeeeeeeeeeeeeee et 756,596 1,019,422 192,554 1,968,572 1,765,898
Other financing sources
Operating transfersin..........oceeveeeveneeeeeenn - - 20,529 20,529 6,796
Total other financing sources. - - 20,529 20,529 6,796
Total revenues and other financing sources.... 756,596 1,019,422 213,083 1,989,101 1,772,694
Expenditures
Current
JUICIANY..cveeeee e - - 241 241 189
Secretary of the Commonwedlth.................. - - 59 59 12
Treasurer and Receiver-General.................. - - 1,274 1,274 477
Auditor of the Commonwealth - - 241 241 353
Attorney General.........ccceeeeviennene - - 1,635 1,635 2,504
District AttOrNeY.......ccoveuveeeeeeerieeneeeeeeeenes - - 3,463 3,463 3,402
Office of campaign and political finance..... - - - - 1,720
Sheriff's department..........ccoceeeveienenennene - - 9 9 7
Administration and finance.. - - 5,334 5,334 5,385
Environmental affairs.................. - - 12,295 12,295 6,394
Communities and development................... - - 1,898 1,898 1,776
Health and human services.........ccoooeevveeene. - - 20,948 20,948 18,725
Transportation and construction.................. - - 559 559 1,544
Education.........cccoeveeveeeeeieeennene, e - - 4,149 4,149 2,508
Higher education..... e - - 153 153 168
Public SAfEtY......ccoereeiieeeeeee e - - 2,169 2,169 2,825
Economic development...........cccoeceeeeeennne - - 366 366 370
Elder affairs.......coceeeveeeceieeieecec e, - - 35 35 47
CoNSUMEY affairS.....ceeeeeecveeeeeeiieeeeeeeeee e - - 13,848 13,848 7,674
(110 o SN - 848,512 49,723 898,235 884,026
Deferred compensation............cccevevereenienees 103,324 - - 103,324 93,626
Total expenditures...........ccoeveeeeeneieeennenenss 103,324 848,512 118,399 1,070,235 1,033,732
Other financing uses
Operating transfers Out...........cccvevvervrcreninnne - - 66,050 66,050 70,252
Total other finaNCiNg USES.........ccccveeveeerienenn. - - 66,050 66,050 70,252
Total expenditures and other financing uses... 103,324 848,512 184,449 1,136,285 1,103,984
Excess (deficiency) of revenues and othe
financing sources over expenditures an
other financing USeS........c.ccooeevrenneneenne 653,272 170,910 28,634 852,816 668,710
Fund balances at beginning of year .................. 2,480,398 2,070,466 256,158 4,807,022 4,138,312
Fund balances at end of year $ 3,133,670 $ 2,241,376 284,792 5,659,838 $ 4,807,022
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Deferred Compensation Trust Fund
Schedule of Net Assets Available for Deferred Compensation

December 31, 1999
(Amounts in thousands)

ASSETS 1999 1998

INVESIMENES. ...ttt bbb b b e e e e $ 3,129,533 $ 2,476,945
Employee contributions recaivable.............cocoiiiiiiiiiiiie e 4,137 3,453

TOBl @SSELS. ..ttt bbb bbb $ 3,133,670 $ 2,480,398

LIABILITIES

Liabilities:

ACCOUNES PAYADIE.......c.ecviireiieecte ettt bbb b $ - $ -

Total HADHTTIES.....eiveieiieeee e e - -

Net assets available for plan benefits
(fund balance reserved for deferred compensation)........c.ccccvvvvvveveeee. $ 3,133,670 $ 2,480,398
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Deferred Compensation Trust Fund
Schedule Of Changes In Net Assets Available For Deferred Compensation

Year Ended December 31, 199¢
(Amounts in thousands)

1999 1998
Additions:;
Employee CoNtribULIONS.........cc.coiiiiieeieiecie et $ 222,024 $ 205,444
Net increase in policyholder account
value of universal lifeinsurance CONtracts...........cococeeveeereeenunen. (568) 1,757
INEEESE INCOME......coitieiiieitie et 4,500 523
Mutual fund INVeStMENt INCOME...........coeeieeiieieeiee e 530,640 359,845
Total @dditiONS........oieeeiiire e 756,596 567,569
Deductions:
Distributions to partiCipants...........ccooceeeneeereee et 93,143 83,795
AMINISEAIION. ..t 5,481 5,396
Life iNSurance PremMilmMS.........o e 4,700 4,435
Total dedUCLIONS.........coiuiiiiiiieie e, 103,324 93,626
NEL BAAITIONS. ... e 653,272 473,943
Net assets available for plan benefits at beginning of year
(fund balance reserved for deferred compensation).................... 2,480,398 2,006,455
Net assets available for plan benefits at end of year
(fund balance reserved for deferred compensation).................... $ 3,133,670 $ 2,480,398
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Pension Trust Funds
Combining Statement of Net Assets Available for Pension Benefits

June 30, 2000

(Amounts in thousands)

Totals
State
Employees Teachers
ASSETS PERS PERS 2000 1999

Cash and short-term investments..........cccooeveveeieniene. $ 503239 $ 509,986 $ 1,013,225 $ 639,092
INVESIMENLS......eiiiiiieii e 15,316,173 15,964,123 31,280,296 26,884,071
Other receivables, net of allowance for uncollectibles... 163,078 219,578 382,656 377,950
Other @SSELS......coiviieieieee e e 5,580 5,777 11,357 -

TOtaAl @SSELS....ccveieiieeeeeie e $15,988,070  $16,699,464 $ 32,687,534 $ 27,901,113

LIABILITIES

Accounts payable...........ccoviiiieiiiie e $ 545179 $ 562,903 $ 1,108,082 $ 787,042
Dueto other fuNdS..........ccvvvviiiniieee e, - - - 1,672

Total [1@hilItIeS......ccoe i 545,179 562,903 1,108,082 788,714
Net assets available for pension benefits (fund balance

reserved for employees pension benefits).............. $15442,891  $16,136,561 $ 31,579,452 $27,112,399
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Pension Trust Funds
Combining Statement of Changes in Net Assets Available for Pension Benefits

Fiscal Year Ended June 30, 200C
(Amounts in thousands)

Totals
State
Employees Teachers
PERS PERS 2000 1999

Additions:

Employer contributions............cccccveeveeeeirececeinenes $ 432,445 $ 491548 $ 923,993 $ 883,902

Employees contributions............ccoccoveeiieniinnnenns 355,918 349,621 705,539 637,037

Total contributions..........cccceveeiiiii i, 788,363 841,169 1,629,532 1,520,939
Net investment income

Net appreciation in fair value of investments......... 1,742,959 1,789,114 3,532,073 2,320,758

INEEIESE....eieeieteee e 236,837 243,108 479,945 417,744

DiIVIAENdS.......coveirierieierie e 117,625 120,740 238,365 211,536

Real estate operating income, net...........cccceeveenee. 58,491 60,039 118,530 84,284

Alternative investments...........occoveeeveeneeieeiieeenns 2,784 2,857 5,641 6,484

Other ... 3,079 3,161 6,240 5,092

Total investment iNCOMe..........cccoeeeeeierieeieenieenne. 2,161,775 2,219,019 4,380,794 3,045,898

Less: investment eXPenSe........ccvveereereeneeeniennnns 32,564 33,426 65,990 49,698

Net investment iNCOME.........ccooceveeieeneeieeeeeens 2,129,211 2,185,593 4,314,804 2,996,200

Total additions........ccocvereeiireneenc e 2,917,574 3,026,762 5,944,336 4,517,139
Deductions:

AdMINISration........cccoeeieeiieieeeee e, 4,592 7,541 12,133 8,217

Retirement benefits and refunds.............ccccoeeeeee. 761,646 703,504 1,465,150 1,356,540

Total dedUCLIONS.......ccciverieerierieeeere e 766,238 711,045 1,477,283 1,364,757
NEL INCIEASE ...ttt 2,151,336 2,315,717 4,467,053 3,152,382
Net assets available for pension benefits

at beginning of year (fund balances reserve

for employees pension ben€fits).........ccooeieenennnn. 13,291,555 13,820,844 27,112,399 23,960,017

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

for employees pension benefits).........ccccovvvviienens $ 15,442,891

$ 16,136,561 $ 31,579,452 $ 27,112,399
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External Investment Trust Fund
Statement of Net Assets Held in Trust For Pool Participants

June 30, 2000
(Amounts in thousands)

ASSETS 2000 1999
Cash and Short-tErM INVESIMENTS........uuueeeeeieeeeeeeireeeeeereeeereeserrereressreseeerreee.. $ 2,403,576 $ 2,112,250
OthE TECEIVADIES......eeeeeiiiieiiiieieieeeeeeieetessssssssssssssssssssssssssssssssssssssssssssssssssnns 5,619 1,932
o= =S < (T 2,409,195 2,114,182
LIABILITIES
Liabilities:
ACCOUNES PaYBDIE.......cooiiiiiiie e - 12,373
Other acCrued lHablitiES..... ... 8,721 1,263
Total [TADIHTTIES.....evveeiiiee et e e ebraee s 8,721 13,636

Net assets held in trust for pool participants
(fund balance reserved for investment pool participants)................... $ 2,400,474 $ 2,100,546
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External Investment Trust Fund
Statement of Changes in Net Assets Held in Trust For Pool Participants

Fiscal Year Ended June 30, 200C
(Amounts in thousands)

2000 1999

Additions:

Proceeds from sale Of UNItS.......coooovveiiiiieie $ 5,331,223 $ 4,289,702

Unitsissued in reinvestment of distributions from net investment income.... 95,064 75,556

Total CONIIDULIONS......ccceiv it 5,426,287 4,365,258
Net investment income:

1011 £ TR 111,673 85,002

Total INVESIMENT INCOMEL.... .ottt e e e e e et e 111,673 85,002

Less: mManagement fEES......cooiin e e 3,775 3,180

NEL INVESIMENT INCOMIE......eeeeeeieeeeeeeeeeeeeeeeeeeeesessessseerre e s enaa e e e errrsaaaaaas 107,898 81,822

Total AOAITIONS........ooeeeeeeie et e e e e e e e s e aeeeas 5,534,185 4,447,080
Deductions:

Cost Of UNITSTEAEEME..........cuvieiiiiee e et e e e e 51,263,559 3,886,768

Distributions to unit holders from net interest iNCOME.........ccvvvveveveeverenennnnnn, 107,898 81,822

Total ABAUCLIONS.........oeeeeeeeeie ettt e e e e e e s s e n e e e e e e s seaees 51,371,457 3,968,590
NI Lo == O 299,928 478,490
Net assets held in trust for pool participants at beginning of year

(fund balance reserved for investment pool participants)..........ccoceeeveeenennne. 2,100,546 1,622,056
Net assets held in trust for pool participants at end of year

(fund balance reserved for investment pool participants)......................... $ 2,400,474 $ 2,100,546
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Agency Funds
Combining Statement of Changes in Assets and Liabilities

Fiscal Year Ended June 30, 2000
(Amounts in thousands)

Balance Balance
July 1, 1999 Additions Deductions June 30, 2000
Central Agency Funds
ASSETS
Cash and short-term investments..........ccecceveveee.. $ 175,373 $ 3,330,909 $ 3,295,698 $ 210,584
ANNUILY CONTIaCES.....ceverereeeiereeeiese e e seeeee e 1,415,716 189,942 199,131 1,406,527
TaxeSrecalVabIe........cooocueeeeeiiieeeee e 2,584 1,247 2,584 1,247
TOtal @SSELS......veeceeeceiecteecee e $ 1,593,673 $ 3,522,098 $ 3,497,413 $ 1,618,358
LIABILITIES
Accounts payable..........cccceevereeeee i $ 6,400 $ 1,437,586 $ 1,384,999 $ 58,987
Dueto citiesand tOWNS..........ccoevcveeeeeeiiiiieeeeeeens 25,260 276,951 275,735 26,476
Dueto federal government..........ccccoeevvevenerseenns - 63 63 -
Prizespayable.........ccooveeiiieiieirieeere e 1,415,716 189,942 199,131 1,406,527
Agency liabilities.....cceeveerievereeeeeee e 113,867 1,714,623 1,702,122 126,368
Due to component UNits.........cceevevveeeneneennsennns, 32,430 - 32,430 -
Total [iabilitieS.....ccoveeeeieieee e, $ 1,593,673 $ 3,619,165 $ 3,594,480 $ 1,618,358
Court Escrow and Client Accounts
ASSETS
Cash and short-term investments..........cccceeeveen. $ 77,948 $ 705,216 $ 712,663 $ 70,501
Assats NEld iNtruSt......cceeeeeeeeeeeeee e, 35,575 34,266 24,207 45,634
Other recaivables..........ccovevvviieiciccee e 36,000 44,249 36,000 44,249
TOtal @SSELS......vveceeeceiecee e $ 149,523 $ 783,731 $ 772,870 $ 160,384
LIABILITIES
Agency liabilitieS.....cceeveererereeeeece e $ 149,523 $ 416,919 $ 406,058 $ 160,384
Total [iabilitieS.....ccoveeeeieieee e, $ 149,523 $ 416,919 $ 406,058 $ 160,384
Statutory Bonds and Deposits
ASSETS
Cash and short-term investments...........c..c.......... $ 86 $ - $ - $ 86
Assetsheld intrust......cc.eeveeceiecie e, 1,911,271 225,136 60,094 2,076,313
TOtal @SSELS......vveceeeceeeceecee e $ 1,911,357 $ 225,136 $ 60,094 $ 2,076,399
LIABILITIES
Agency liabilities.....cceeveerierereeeeecesereee $ 1,911,357 $ 225,136 $ 60,094 $ 2,076,399
Total [iabilitieS.....ccoveeeeieicceece e, $ 1,911,357 $ 225,136 $ 60,094 $ 2,076,399
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Balance Balance

July 1, 1999 Additions Deductions June 30, 2000

Total Agency Funds

ASSETS
Cash and short-term investments...........ccccveeeennne. $ 253,407 $ 4,036,125 $ 4,008,361 $ 281,171
ANNUILY CONTIaCES.....ceverereeeiereeeiese e e seeeee e 1,415,716 189,942 199,131 1,406,527
Assetsheld intrust......cceevevceiecie e, 1,946,846 259,402 84,301 2,121,947
TaxeSreCcalVabIe.........ooccvveeeiiieceee e, 2,584 1,247 2,584 1,247
Other recaivables..........ccovevevieiiciecee e 36,000 44,249 36,000 44,249
TOtal @SSELS.......cceeeeee e $ 3,654,553 $ 4,530,965 $ 4,330,377 $ 3,855,141
LIABILITIES

Accounts payable..........ccceevereeiereieeecee e $ 6,400 $ 1,437,586 $ 1,384,999 $ 58,987
Dueto citiesand tOWNS..........ccoeveeveeeeiiiiieeeee s 25,260 276,951 275,735 26,476
Dueto federal government...........ccceeeevveeeneniennns - 63 63 -
Prizespayable........cccooveiiiiiieirieeee e 1,415,716 189,942 199,131 1,406,527
Agency liabilities.......ccooeeriiieeseeee e 2,174,747 2,356,678 2,168,274 2,363,151
Due to component UNits.........cceevevveeeneneennsennns, 32,430 - 32,430 -
Total [iabilitieS.....ccoveeeeieieee e, $ 3,654,553 $ 4,261,220 $ 4,060,632 $ 3,855,141
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Children spent relatively little time in school during the early nineteenth century. There were thousands of schoolhouses in the
countryside and even more tutorial efforts in individual houses. But learning to read and write was squeezed into a myriad other
activities ranging from going to church, to farming, to doing household chores. A coalition of moral reformers reconceptualized
the role of schools in the 1830s and 1840s. These reformers distinguished the role of schools from other influences. They invent-
ed public schools as a way to cope with the transformations of the era: of work from agriculture to industry, of residence from
rural to urban, and of the student body from native-born to (partially) immigrant. This movement began in New England and
spread to the rest of the country over the next century.

At the same time, more New Englanders were choosing to postpone their entry into the labor force until they had completed
high school. Between 1910 and 1938 the high school graduation rate - the fraction of seventeen-year-olds graduating from
high school each year — in New England rose from 16 percent to 60 percent. One important reason for the spectacular rise in
high school enroliment and graduation rates after 1900 was a pronounced shift in curriculum. The traditional high school cur-
riculum, which emphasized Greek, Latin, and scientific subjects, was geared primarily to preparing students for college. After
1900, however, communities across the country began to introduce alternative vocational and technical tracks in response to
the growing needs of employers for workers able to “read manuals, interpret blue-prints, use complex formulas, and understand
the fundamentals of geometry, chemistry, and electricity.” Reflecting this shift, enrollment and graduation rates in New England
and other non-southern states shot upward, attaining by 1940, levels that would remain in place into the 1960s. The increase in
enrollments was especially pronounced for females, many of whom could put their investment in education to immediate use in
the expanding area of clerical and office jobs.

Photography of the Lydia Pinkham factory courtesy of Lynn Historical Society
Text from Engines of Enterprise - An Economic History of New England, Harvard University Press
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University and College

Fund Type

This fund type combines, in accordance with the
AICPA Audit Guide for College and Universities, the
financial activity from all fund types for: the University
of Massachusetts System, the State College System,
and the Community College System.

University of Massachusetts System includes the
campuses at Amherst, Boston, Lowell, Dartmouth
and Worcester Medical School campuses, the central
administration office and the UMass Building
Authority. In addition, the UMass Foundation, UMass
Dartmouth Foundation and the Worcester City
Campus Corporation (doing business as UMass Health
System) are included.

State College System includes the nine state colleges
which provide fouryear post-secondary education
programs and the system’s building authority.

Bridgewater State College

Framingham State College

Fitchburg State College

Massachusetts College of Art

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

Westfield State College

Worcester State College

Community College System includes the fifteen com-

munity colleges which provide two-year post sec-
ondary 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

The other critical contributors to New England's economic success were a great expansion of higher education and increased
productivity resulting from collegiate training. The fraction of the population with a collegiate degree rose dramatically after
World War I, and especially after 1970. While educational attainment rose in both New England and the nation, the increase was
particularly pronounced in southern New England. The resulting concentration of highly educated people in a small geographic
area has created an economy in which human capital increasingly substitutes for physical capital-and in which external
economies from shared inputs and knowledge spillovers are more important than firm-level economies of scale.

Photography of Boston Latin Academy courtesy of the Bostonian Society
Text from Engines of Enterprise - An Economic History of New England, Harvard University Press
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University And College Fund Type
Combining Balance Sheet

June 30, 2000
(Amounts in thousands)

Current Funds

Loan
Unrestricted Restricted Funds
ASSETS
Cash and short-term inVEStMENtS...........cccceeveveeerecreerenas $ 123,313 $ 18,868 $ 1,409
DEPOSITS. ettt - - -
[NVESIMENES. ..ot 237,733 44,998 3,751
Receivables, net of allowance for uncollectibles:
Due from federal government............ccccceeveniieniieennns, - 19,946 -
LOANS. ..ttt e - - 51,796
Other recalVabIes...........ccoooiiiiiciiic e 124,984 45,670 96
Due from other funds..........ccooeeiiiiiiii e, 82,978 891 158
INVENTOTY....eiiiiiii it 12,131 - -
FiXEO BSSELS.....eeeeeei ettt - - -
OtNEr @SSELS......eiiviieeie e 12,120 69 -
TOtEl @SSELS. ..o s $ 593,259 $ 130,442 $ 57,210
LIABILITIESAND FUND BALANCES
Liabilities:
AcCoUNtS PAYADIE.......c.cceiveieierece e $ 59,969 $ 12,639 $ 32
Accrued Payroll.........occeoieiiiieee e 76,561 3,527 -
Compensated abSENCES........coocueeiieriieieriee e 112,956 1,876 -
Dueto other funds..........cocoeiieiiiiiinic e 84,305 48,445 -
Deferred reVeNUE..........cooiiiiiiie e, 16,923 1,059 11
Agency liabilities........cccooiiiii e - 4,202 -
Deposits and unearned revenue...........cccooeeeveeesienecieenne 12,719 1,453 -
Other accrued liabilities...........cccoiiiiiiiniiiee e 69,838 111 -
Capital lease 0bligations..........cccveveeeiieniieeiee e - - -
Bonds and notes payable...........coooeeiiiiiiiiiie 5,597 - -
Total [1@hiHTIES......ccoe it 438,918 73,312 43
Fund balances:
UNFESIICLEd. ... 154,341 - -
RESIICLE. ..o - 57,130 57,167
Unexpended plant funds............cccooieiriiniiniiniieees, - - -
Renewals and replacements...........ccceeveee e ieniieeennn, - - -
Retirement of indebtedness..........oocvvevieeiieiiieieiieeee, - - -
Net investment in plant..........cccoooiiiniineee - - -
Total fund balanCes...........cccveeiiiiiiiiee e 154,341 57,130 57,167
Total liahilities and fund balances.............cccceevereerenee. $ 593,259 $ 130,442 $ 57,210
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Totals

Endowment
and Similar Plant
Funds Funds 2000 1999
$ 6,200 $ 56,691 206,481 $ 186,759
- 153,210 153,210 45,561
155,684 153,654 595,820 446,101
- - 19,946 19,057
- - 51,796 50,264
45 14,087 184,882 218,256
20,792 1,662 106,481 81,807
- - 12,131 11,507
- 2,704,153 2,704,153 2,531,637
7,285 7,807 27,281 23,157
$ 190,006 $ 3,091,264 4,062,181 $ 3,614,106
$ 73 $ 15,942 88,655 $ 78,591
- 37 80,125 76,063
- - 114,832 115,058
- 3,140 135,890 110,796
1,730 123 19,846 14,475
- - 4,202 4,134
- 144 14,316 11,037
2,404 4,640 77,043 79,733
- 75,031 75,031 80,894
675 501,632 507,904 275,283
4,882 600,689 1,117,844 846,064
37,051 - 191,392 182,554
148,073 - 262,370 243,687
- 67,676 67,676 60,692
- 34,486 34,486 34,867
- 39,405 39,405 29,113
- 2,349,008 2,349,008 2,217,129
185,124 2,490,575 2,944,337 2,768,042
$ 190,006 $ 3,091,264 4,062,181 $ 3,614,106
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Whirlwind began at M.I.T. in the mid 1940's as an attempt
to construct an aircraft stability control analyzer for the
Navy. Project personnel soon realized a large, complicated
computing device would be needed if the project was to
produce a machine that simulated a multi-engine aircraft.
Whirlwind actually started as an analog computer, but
soon the decision was made to go digital. Eventually
work on the control analyzer was halted and the staff
devoted its full concentration to the computer itself.

By 1950 Whirlwind was in operation at M.|.T.'s Barta
Building in Cambridge, using electrostatic storage tubes
for memory. Later, magnetic core memory was developed
and Whirlwind became the first computer to use the mem-
ory device that would become the primary memory for
most computers until the mid 1970's.

Although a number of projects used Whirlwind, it became
best known for its use with the early stages of the SAGE
Air Defense System. The task of developing a computer-
controlled intercept system was immense, and Whirlwind
was the only existing "brain" large enough at the time to
handle the job.

MIT facility and labs, some later spun off as independent
nonprofit corporations, continued to engage in defense
research through the post World War Il era. The many sci-
entists, engineers, and technicians who passed thorough
their doors formed a pool of talent that supported the
growth of a host of companies in electronics, computers,
and other technically sophisticated industries.

Text and photography courtesy of the Massachusetts Institute of Technology Museum.
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General Fixed Assets

Account Group

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

In contrast to the relatively slow growth
of production and employment in New
England’s textile and footwear indus-
tries after 1880, a number of manufac-
turing industries grew rapidly in the
region. Among these, the machinery,
instruments, and metal fabricating
industries were among the most impor-
tant for the region’s future development.
In the years after 1880, the region's
machine shops generated a stream of
new innovations that were crucial
inputs for a diverse array of industries.
The companies that emerged and grew
in the years after 1880 would provide
the foundation for the military and
high-tech industries that were central to
New England's renaissance in the
post-World War 1l era.

The early concentration of machinery and metalworking employment in New England had encouraged the development of a
large supply of skilled machinists. The presence of these skilled workers in turn sustained the competitiveness of the dense net-
work of small machine shops in New England and passed skills on to future generations of workers. Skilled machinists moved
readily between shops, honing their skills and developing new ones. Their movements facilitated the rapid diffusion of know!I-
edge about new techniques and allowed individual shops to undertake new projects by hiring workers with the necessary
skills.

Critical to New England's postwar success, was its response to the successive waves of competition that struck its key indus-
tries. Periodic challenges to major employers were followed by the emergence of replacement activities with higher skill and
technology content. Aircraft engines and electronics succeeded textiles. When defense cutbacks in the early 1970s caused these
industries to falter, the minicomputer and instruments industries emerged to provide a powerful impetus to growth. And when
these, too, began to encounter difficulty, non-manufacturing industries such as computer services, financial services, and health
care helped sustain the
economy. This succession
of industries has been
characterized by an
increasing dependence
upon highly educated pro-
fessionals and by-products
that are increasingly less
tangible.

Photography courtesy of
Lynn Historical Society
Text from Engines of
Enterprise - An Economic
History of New England,
Harvard University Press
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Schedule Of General Fixed Assets By Source

June 30, 2000
(Amounts in thousands)

GENERAL HXED ASSEIS: 200U
- 0 o A TSP PRUTRPRTPRURUPTR $ 579,996
L2101 Lo ] o USSR 2,648,198
Machinery and EQUIPMENT...........oo ittt sabe e b e be e e 656,206
CONSLIUCLION 1N PrOGIESS.....eiettieitieeiiteeetee ettt e stee e sttt e sabeesabeeaabeeeabeeeaaeeesabeesabe e e beeaabeeesabeesnbeasabeaans 33,330
Total geNeral fiXEA @SSELS........cceiieiieiicie et re e, $ 3,917,730

INVESIMENI IN GENERAL HXED ASSEISBY SOURCE!

Acquired on or before June 30, 1990..........oiiiiiiie e e $ 1,857,176
Acquired subsequent to June 30, 1990 from:
GENENAl FUNG. ... ettt n e e re e 453,848
Special REVENUE FUNGS.........eoiiiiiiiii ettt b et ettt b e e sbee e sane s 122,850
Capital ProjJECtS FUNGS..........eiiiiiiiiei ettt e st be e e sbe e e sane s 1,479,174
EXPendable TrUSt FUNGS...........oiiiiiiie ettt s snbe e 4,682
Total investment in general fiXed @SSELS.........ccccveviiiiiiiieie e $ 3,917,730

Sources of general fixed assets acquired on or before June 30, 1990 are not available.
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June 30, 200C

(Amounts in thousands)

Schedule Of General Fixed Assets By Function

Machinery
and

Function Land Buildings Equipment Total
LegiSatUre......cueveveveeeeeeeeeeeeeeeetee e $ - $ - $ 96 $ 96
JUICIAIY. ..o 1,357 397,235 5,797 404,389
Inspector General........ccveveeecieevie e, - - 64 64
Governor and Lieutenant Governor.................... - - 146 146
Secretary of the Commonwealth.............ccccce... 15 18,202 2,120 20,337
Sheriff'sdepartment..........ccooooerieieeinieneeee, 3,418 216,691 5,785 225,894
Treasurer and Receiver - Generdl ..o, - - 47,101 47,101
Auditor of the Commonwealth............ccccceeenee. - - 435 435
Attorney General........ccccveeveeecee e, - - 888 888
Ethics COmMMISSION........ccoeieeiiiie e - - 71 71
District AttOrNEY.....cocvvveceeciee e - - 2,199 2,199
ComPLroller......ccoveeeecie e - - 199 199
Administration and finance..........ccccccceeeeeenene 10,958 462,747 262,182 735,887
Environmental affairs..........ccocovereieiencnciene. 470,709 114,286 57,097 642,092
Communities and development.............cccceueeee. - - 617 617
Health and human Services..........coceveveieienienn, 38,721 795,006 76,046 909,773
Transportation and construction............ccccueewe.. 32,406 35,841 80,205 148,452
EdUCALION. ... - - 1,827 1,827
Higher education............ccccovevvevieeiee e, - - 566 566
PUDIIC SAfELY.....oeeeeie e 22,214 607,378 97,600 727,192
Economic development...........cccoceevceeiieeniennnne. 40 - 1,234 1,274
Elder affairs......ccccoieeiiieericeeee e, - - 136 136
Consumer affairs.......cccoveeieneeneneneee e - - 1,539 1,539
[ o) SRR 158 812 12,256 13,226

Total by funClion.........cooeeeieeiiciiecceces $ 579,996 $ 2,648,198 $ 656,206 3,884,400
Construction in Progress.......oeeveeeceesveesessenes 33,330

Total general fixed assets........ccccceeveuveieneee. $ 3,917,730
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Schedule Of Changes In General Fixed Assets By Function

Fiscal Year Ended June 30, 2000
(Amounts in thousands)

General Fixec General Fixec
Assets Assets

Function and activity July 1, 1999 Additions Retirements June 30, 2000
LegiSlatUre......coveveveeeeeeeeeeeeeeee e, $ 96 $ - $ - $ 96
JUICIAIY. e 399,287 5,102 - 404,389
Inspector General.........ccvevveeceeiieesie e, 64 - - 64
Governor and Lieutenant Governor.................. 146 - - 146
Secretary of the Commonwedlth...................... 20,607 - 270 20,337
Sheriff'sdepartment..........ccooceeeieieieinieeens 43,702 182,887 695 225,894
Treasurer and Receiver - Generdl.............c....... 45,491 1,610 - 47,101
Auditor of the Commonwealth...............cc....... 381 54 - 435
Attorney General..........cceeceeviieiviesie e 888 - - 888
Ethics CoOmMMISSION........ooeeriiiieiieeeneeie e 71 - - 71
District AttOrNEY.....covvvv e ce e 2,199 - - 2,199
Comptroller......ccceeiiveeece e 159 44 4 199
Administration and finance............cccccceeeeeene 660,742 304,722 229,577 735,887
Environmental affairs..........ccoceeevneieienenenene 620,469 22,780 1,157 642,092
Communities and development.............ccceevee.e 617 - - 617
Health and human services.........cccccoceeevveeeenee. 1,065,133 23,469 178,829 909,773
Transportation and construction............ccce.e.... 141,671 16,413 9,632 148,452
EdUCALION. ... 1,602 225 1,827
Higher education............ccooeverenieiencnc e, 431 138 3 566
PUDIIC SAfELY.....oneeeeeeeee e 713,485 16,803 3,096 727,192
Economic development...........cccceceeveieevieecieenns 1,234 40 - 1,274
Elder affairs.....cocooeieeeeeeeeeeeeeeeeee e 48 88 - 136
Consumer affairs........ccooeeeereeienieeneeieeeeee 1,182 457 100 1,539
I o) S 24,115 6,625 17,514 13,226
Total by funClion........cccooeieieeee e, 3,743,820 581,457 440,877 3,884,400
Construction iN Progress......ee e e eseeseveenes 79,858 232,559 279,087 33,330
Total general fixed assetS.......ccovveveerereereenn. $ 3,823,678 $ 814,016 $ 719,964 $ 3,917,730
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Ten-Year Schedule of Revenues and Other Financing Sources —
All Governmental Fund Types
Ten-Year Schedule of Expenditures and Other Financing Uses by Secretariat —
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Ten-Year Schedule Of Revenues And Other Financing Sources
All Governmental Fund Types

June 30, 2000
(Amounts in millions)

% % % %
2000 Total 1999 Total 1998 Total 1997 Total
TAXES ..t $ 15,695 411 $ 14,321 430 $ 14,033 449 $ 13,030 477
Federal reimbursements..........cooveveveereeenecccccecens 4,496 11.8 4,213 12.7 4,385 14.0 4,124 15.1
Federal grants.......cooveeeieecieieieeees e 1,565 41 1,456 4.4 1,470 4.7 1,457 53
LOtEITES. ..ttt 3,914 10.3 3,570 10.7 3,392 10.9 3,375 12.3
ASSESSMENES......oiiiiie e 462 12 546 16 514 16 552 20
Motor vehicle licenses and registrations............c.ccccceueee 285 0.7 281 038 295 09 295 11
Fees, investment €arnings, €tC.........ccovvvvrverererenescecenenes 1,776 4.7 1,433 4.3 1,394 45 930 34
Proceeds of dedicated income tax bonds..............ccccceuee. - - - - - - - -
Proceeds of general obligation bonds.............cccccoveueuennne 1,762 4.6 1,015 3.0 1,347 4.3 899 33
Proceeds of special obligation bonds...........c.cccceeueeininnns - - - - 100 03 - -
Proceeds of grant anticipation NOtES...........ccvevvecucunnnne - - 319 10 - - - -
Proceeds of refunding bonds..... - - 499 15 862 2.8 723 2.6
Proceeds of capital 1€aSe..........ccccvveuevcecirieicieieieieeeenne 9 - 9 0.1 15 0.1 62 0.2
Operating tranSfers.........ovvreeieericcccceeeeee s 8,104 212 4,555 13.7 3,338 10.7 1,920 7.0
Other finanCiNg SOUMCES..........covvvirieeccieiceeieereieeeeeeas 106 0.3 1,056 3.2 104 0.3 6 -
Total revenues and other financing SoUrces..................... $ 38,174 100.0 $ 33,273 100.0 $ 31,249 100.0 $ 27,373 100.0

Apportionment of Revenues by Source -
Fiscal Year Ended June 30, 2000
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% % % % % %

1996 Total 1995 Total 1994 Total 1993 Total 1992 Total 1991 Total
$ 11,926 475 $ 11,262 459 $ 10611 457 % 10,021 449 $ 9,479 456 $ 9,143 411
3,861 154 4,174 17.0 3,904 16.8 3,376 151 3,021 145 3,075 138
1,482 5.9 1,187 48 1,205 52 1,118 5.0 1,199 5.8 1,088 49
3,201 12.8 2,957 12.0 2,600 11.2 2,148 9.6 1,831 8.8 1,692 7.8
595 24 572 23 544 23 597 27 787 38 1,542 6.9
263 10 307 13 284 12 331 15 300 14 290 13
1,110 44 1,154 4.7 1,113 48 1,215 5.4 1,710 82 1,455 6.5
- - - - - - - - - - 1,363 6.1
940 37 810 33 392 17 368 17 721 34 1,030 47
147 0.6 - - 298 13 - - 100 0.5 - -
- - 514 21 836 36 1,891 85 574 2.8 - -
26 0.1 18 0.1 34 0.1 13 0.1 17 0.1 28 0.1
1,551 6.2 1,534 6.3 1,367 5.9 1,177 53 1,021 49 1,477 6.6
- - 49 0.2 35 0.2 46 0.2 47 0.2 36 0.2

$ 25,102 1000 $ 24,538 100.0 $ 23,223 1000 $ 22,301 1000 $ 20,807 1000 $ 22,219 100.0
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Ten-Year Schedule Of Expenditures And Other Financing Uses By Secretariat

All Governmental Fund Types

June 30, 2000
(Amounts in millions)

% % % %
2000 Total 1999 Total 1998 Total 1997 Total

LEGISAUIe. ..ottt $ 51 0.1 $ 51 02 $ 51 02 $ 49 0.2
Judiciary. . 544 14 511 16 470 15 433 16
Inspector General 2 - 2 - 2 - 2 -
Governor and Lieutenant Governol 6 - 5 - 5 - 5 -
Secretary of the Commonwealth... 42 0.1 33 0.1 23 0.1 17 0.1
Treasurer and Receiver-General 3,483 9.2 2,783 8.6 2,649 8.7 2,711 10.0
Auditor of the Commonweslth.. 15 - 14 - 14 - 12 -
Attorney General.... 34 0.1 49 0.2 41 0.1 5 -
Ethics Commission 1 - 1 - 1 - 1 -
District Attorney... 77 0.2 72 0.2 68 0.2 62 0.2
Office of Campaign and Political Finance. 1 - 1 - 1 - 1 -
Sheriff's Department 178 05 134 0.4 40 0.1 - -
Disabled Persons Protection Commission 2 - 2 - 2 - 1 -
Board of Library Commissioners...........ccccoceeeevvneneneens 10 - 10 - 9 - 6 -
Comptroller........... 8 - 8 - 7 - 7 -
Administration and finance. 1,192 31 1,056 33 1,058 35 937 35
Environmental affairs. 241 0.6 232 0.7 216 0.7 196 0.7
Communities and development............ccoeeveveecciininnns 405 11 356 11 351 12 344 13
Health and human services. 5,324 14.0 5,160 159 5,058 16.6 4,507 16.7
Transportation and construction 228 0.6 137 0.4 117 0.4 151 0.6
Education... 1,353 3.6 1,263 3.9 1,153 3.8 1,026 3.8
Educational affairs.. 111 0.3 - - - - - -
Higher edUCALION. .........c.cveeeeeieiirireeeicc s 879 23 97 0.3 82 0.3 90 0.3
Public safety.... 38 0.1 860 2.6 853 2.8 860 3.2
Economic development.............oeeeeceeeecrerninineseneeceenes 217 0.6 57 0.2 31 0.1 33 0.1
Elder affairS......cccovvveeeieiieeeeieeccesee s 70 0.2 197 0.6 179 0.6 174 0.6
CoNSUMES Aff@ITS.....c.eueeereeeeeeiceceeeieee e 188 0.5 68 0.2 57 0.2 37 0.1
Labor 4,381 11.5 166 0.5 186 0.6 189 0.7
Medicaid 398 1.0 3,829 11.8 3,638 12.0 3,497 13.0
Pension.......... - - 324 1.0 414 14 413 15
Direct local aid......... 4,717 12.4 4,405 13.6 4,047 133 3,677 13.6
Capital outlay: -

Local aid. 47 0.1 73 0.2 102 0.3 181 0.7

Capital acquisition and construction. 2,469 6.5 2,602 8.0 2,532 8.3 2,051 7.6
Debt service..... 1,237 33 1,212 37 1,215 4.0 1,278 4.7
Other financing uses:

Payments to refunded bond escrow agent.................. - - 499 15 862 28 723 27

Transfers... 10,073 26.5 6,193 19.1 4,883 16.1 3,311 12.3
Total expenditures and other financing uses................ $ 38,022 100.0 $ 32,462 1000 $ 30417 1000 $ 26,987 100.0

Apportionment of Expenditures - Functions of
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% % % % % %

1996 Total 1995 Total 1994 Total 1993 Total 1992 Total 1991 Total

$ 49 02 $ 47 02 $ 43 02 $ 41 02 $ 44 02 $ 40 0.2
404 17 356 15 338 15 306 14 315 16 298 14

2 - 2 - 1 - 1 - 1 - 1 -

5 - 5 - 4 - 4 - 4 - 4 -
15 0.1 14 0.1 12 0.1 14 0.1 12 0.1 13 0.1
2,576 105 2,353 9.7 2,052 89 1,659 74 1,379 6.8 1,290 6.0
13 - 11 - 11 - 10 - 10 - 11 0.1
29 0.1 22 0.1 38 0.2 36 0.2 18 0.1 89 0.4

1 - 1 - 1 - 1 - 1 - 1 -
55 0.2 51 0.2 47 0.2 44 0.2 39 0.2 42 0.2

1 - 1 - 1 - - - 1 - 1 -

1 - 1 - 2 - - - - - - -
4 - 5 - 5 - 5 - 4 - 21 0.1

7 - 6 - 6 - 6 - 5 - 5 -
943 39 876 36 863 37 682 3.0 833 41 878 41
205 0.8 174 0.7 169 0.7 162 0.7 141 0.7 172 0.8
347 14 340 14 358 16 364 16 397 20 410 19
4,606 18.8 4,813 19.8 4,327 18.8 4,034 18.3 4,007 19.7 5,011 234
155 0.6 112 05 120 05 273 12 92 05 176 0.8
958 39 865 36 458 20 469 21 392 19 339 16

14 0.1 6 - 3 - 10 - 17 - - -
80 0.3 75 0.3 67 0.3 69 0.3 1,288 6.3 1211 57
841 34 732 3.0 693 3.0 611 27 658 32 148 0.7
111 05 199 0.8 214 0.9 210 0.9 194 1.0 169 0.8
155 0.6 161 0.7 155 0.7 150 0.7 137 0.7 143 0.7
35 0.1 34 0.1 33 0.1 30 0.1 27 0.1 32 0.1
121 05 24 0.1 24 0.1 24 0.1 19 0.1 21 0.1
3,241 133 3,252 134 3,216 14.0 3,151 14.0 2,853 14.3 2,872 134
382 16 414 17 830 36 893 4.0 751 37 706 33
3,351 137 3,073 126 2,727 11.8 2,547 113 2,278 11.2 2,608 122
116 05 94 0.4 100 0.4 105 05 87 0.4 226 11
1,673 6.8 1,698 7.0 1,464 6.4 1,133 5.0 1,157 57 945 4.4
1,192 49 1,234 51 1,152 5.0 1,143 51 901 4.4 1,407 6.6

- - 514 21 836 36 1,891 8.4 574 28 - -
2,753 113 2,732 11.2 2,651 115 2,364 10.5 1,654 82 2,098 9.8
$ 24441 1000 $ 24,297 1000 _$ 23021 1000 $ 22442 1000 _$ 20,290 1000 $ 21,388 100.0
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Ten-Year Schedule Of Percentage Of Annual Debt Service Expenditures
For General Bonded Debt To Total Expenditures
All Governmental Fund Types

(Amounts in millions)

Fiscal year ended Debt Total
June 30 service expenditures @ Ratio
2000 $ 1,237 $ 27,949 4.4
1999 1,212 25,772 4.7
1998 1,215 24,672 4.9
1997 1,278 22,953 5.6
1996 1,192 21,688 55
1995 1,234 21,051 5.9
1994 1,151 19,534 5.9
1993 1,143 18,187 6.3
1992 901 18,062 5.0
1991 1,407 19,290 7.3

(1) Expendituresrelated to Higher Education in fiscal years subsequent to 1992 are presented in the University and College Fund
Type. Prior years expenditures have not been restated to conform to this presentation.

Debt Service to Total Expenditures Ratio 1991 - 2000

8.0

- 7.0

- 6.0

- 5.0

- 4.0

- 3.0

- 2.0

- 1.0

Debt Service asa % of Total Expenditures

0.0

1991 1992 1993 1994 1995 1996 1997 1998 1999 2000
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Ten-Year Schedule Of Per Capita General Long-Term Bonded Debt

(Amounts in thousands)

Massachusetts Total long-
Fiscal year ended Resident term bonds and Per capita
June 30 Population notes payable long-term debt
2000 6,175 $ 12,383,101 $ 201
1999 6,144 11,808,461 1.92
1998 6,115 11,078,603 181
1997 6,085 10,271,294 1.69
1996 6,062 10,065,578 1.66
1995 6,031 9,628,466 1.60
1994 6,011 9,427,745 157
1993 5,993 9,231,458 1.54
1992 5,999 9,264,430 1.54
1991 6,019 8,580,339 143

(1) Population estimates have been restated to most current Massachusetts I nstitute of Socio-Economic Research (MISER) data.
Population datais reported as of 7/1 of the previousyear. Source: - MISER

Per Capita Direct Commonwealth Debt 1991 - 2000

(thousands)

$ 2.50

$ 190 $ 2.01

$ 181
L'$ 2,00
$ 154 $ 154  $157 W
$ 1.43 - -

-$ 1.50

Thousands

-$ 1.00

-$ 050

T T T T T T T T T $ 0.00
1991 1992 1993 1994 1995 1996 1997 1998 1999 2000
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Component Units Revenue Bond Coverage
For The Last Ten Fiscal Years

(Amounts in thousands)

Fiscal year Deht service Coverage
ended June 3C Net revenues™” requirements'” Ratio
2000 $ 600,812 $ 510,876 1.18
1999 393,785 401,406 0.98
1998 372,672 344,884 1.08
1997 328,608 283,975 1.16
1996 288,599 275,068 1.05
1995 272,308 232,473 1.17
1994 ) 220,185 192,975 1.14
1993 332,195 305,156 1.09
1992 310,372 295,389 1.05
1991 278,822 260,982 1.07

(1) Net revenues represent the regular recurring operating income (loss) plus operating grar
transfers and depreciation of only those Authorities with revenue bonds outstandil

(2) Debt service requirements represent total debt service payments made |ess debt servit
paid on short-term borrowings of only those Authorities with revenue bonds outstandi

(3) Amounts are reflective of the implementation of the Governmental Accounting Standa
Board Statement No. 14, "The Reporting Entity." Prior years have not been restated 1
incorporation of the new list of component unit

Source: Office of the Comptrolle

Component Units Revenue Bond Coverage 1991 - 2000

1.17 1.18 1.20

r 115

r 1.10

r 1.05

- 1.00

- 0.95

- 0.90

Net Revenues/ Debt Service Requirements

0.85
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Calculation Of Transfers: Stabilization Fund

June 30, 2000
(Amounts in thousands)

This statement is prepared on the statutory basis of accounting pursuant to General Law Chapter 29, Section 5c,
Chapter 87 and Chapter 236, Section 79 of the Acts of 2000. It presents information contained in the official books
and accounting records of

Part 1: Chapter 236, Section 79 of the Acts of 2000 directs the Comptroller "to the extent possible eiminate
deficits in any fund contributing to the surplus by transferring positive fund balances from any other fund
contributing to the surplus.”

Undesigated fund balance (deficit) in the Operating Funds:
Before Deficit Deficit

Transfers Transfers Tota
General Fund $ 3,703,797 $(2,979,782) $ 724,015
Highway Fund (388,205) 388,205 -
Local Aid Fund (2,545,629) 2,591,577 45,948
Undesigated fund balance after the transfers.........ooceveeeneeiee e $ 769,963
Availableto carry forward to subsequent fiscal year (per Schedule A)......ccevevviveeeeninn, 78,511
Consolldated nNet surplus DEFore TiNal SLatULory TrANSTENS.......ecveereerreereeeeereere e 6Y1,452
Part 2: Transfersto Debt Defeasance Trust Fund:
From the General Fund [according to Chapter 87 Sec. 13 (D)].....vveveviieee i 250,000
From the General Fund [according to Chapter 87 Sec. 13 (C)]...vveeeerveeeerireeeniieeeeeieenns 250,000
Consolidated net surplus before transfer to Capital Projects Fund.............cccooceeeiiineennn. 191,452
Part 3: Calculation of transfersto Capital Projects Fund:
Transfer from General Fund to Capital Project Fund (per ScheduleB):.................. 76,581
Net Consolidated surplus available for Stabilization Fund..........c.cccceeveve v $ 114,871
Part 4: Calculation of transfersto Stabilization Fund:
From the General FUNd, @ B0%0...........coeuriiiiiiiiiiiieiiiien e ee s e s $ 68,923
From the Local Aid FUNd, @ 40%0...........cooirriiiiiieeieeie e 45,948
oL I I T = £ TR $ 114,871
(Continued)
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Part 5: Status of Consolidated Net Surplus after Stabilization Fund transfers and Chapter 236 adjustment:
Undesignated fund balance:
General Fund.. PP PUPPUPIIE:. SR £ < No M |
nghwayFund -
LOCAl ATA FUND ... e -
Consolidated NEE SUMPIUS........cccviiiiiieeiece sttt nesrenre s $ 78511

Part 6: Status of Stabilization Fund after transfers:

Reserved for Stabilization - Balance as of June 30, 2000 before the transfers................. $ 1,493,511
FY 2000 Calculated Transfersto Stabilization Fund (per Part 4) ........cccoeeeveevienennnnn. 114,871
Reserved for Stabilization after the tranSfarS........ooivceeee et $ 1,608,382

Part 7: Amounts reserved for Capital Projects:

Reserved for Capital Projects - Balance as of June 30, 2000 before the transfers ........... $ -
FY 2000 Calculated Transfers to Capital Projects Fund (per Part 3) .......cccooceeiieeiienne 76,581

Balance available..........o.vie it e e e . $ 76,581
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Calculation Of Transfers: Tax Reduction Fund

June 30, 2000
(Amounts in thousands)

This statement is prepared pursuant to Chapters 29 and 29B of the Massachusetts General Laws. It is prepared
on the statutory basis of accounting and presents information contained in the official books and accounting
records of the Commonwealth. Support

The computation is as follows:

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

Undesignated Fund Balance in the Stahilization Fund.............cccoooiiiiiiineciieen, $ 1,608,382
Allowable Stabilization Balance (per Schedule C).......ccooiiiiiiiiiiiiie e 1,694,032
Stahbilization Fund EXCess, IT any, transterable to | ax Reduction FUNd...........c..ceeeeeee. $ -

Part 2: Status of Stabilization Fund after transfers:

Stabilization FUNA BalANCE...............ooovviiiiiiiiiieeeeeeeeeeeee e $ 1,608,382
Transfer to Tax ReAUCLION FUNG...........ccuuiiiiiiiiiiiieie e -

Stabilization Fund Balance after transfer to Tax Reduction Fund..........ccoeeeeeeeeieeeeennee. $ 1,608,382
Part 3: Status of Tax Reduction Fund after transfers:

Tax Reduction FUNA BAANCE...........uueeeeeee s $ 7,203
Transfersfrom Stabilization FUNG.........cooooiiiiiiiiii e eeaaaas -

Tax Reduction Fund Balance after tranSfarS........c.vveeveeeee et $ 7,203
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The Central Artery/ Ted Williams,
a project of the Massachusetts
Turnpike Authority, is the largest,
most complex and
technologically challenging
highway project in American his-
tory.

The Charles River bridge will be
the widest cable stayed bridge in
the world, and the first in the
United States with an
asymmetrical, hybrid design.
The new bridge will serve as a
5 B spectacular landmark gateway to
=1 downtown Boston.

With its graceful lines and 270-foot towers, the cable-stayed bridge will be a symbolic landmark fusing Boston's future with its
historic past. Swiss bridge designer Christian Menn conceived the bridge to reflect, with its inverted Y-shaped towers, the shape
of the Bunker Hill Monument in neighboring Charlestown.

In addition to being the widest stayed bridge in the world, the bridge will be the first hybrid cable-stayed bridge in the United
States, using both steel and concrete in its frame. The main span will consist of a steel box girder and steel floor beams, while
the back spans will contain post-tensioned concrete.

Photography and text courtesy of the Massachusetts Turnpike Authority.

The Central Artery/Tunnel
Project's Operations Control
Center (OCC) in South Boston
contains the most advanced elec-
tronic traffic monitoring and inci-
dent response system in the
world. Using a wide array of
Intelligent Transportation System
(ITS) devices, the OCC will moni-
tor traffic in the 1-90/1-93 system
of tunnels, ramps, and surface
highways in downtown Boston,
as well as in the Sumner,
Callahan, Prudential, and City
Square tunnel and on 1-90 (the
Massachusetts Turnpike) out to
Route 128.

Information from the highway
system is fed to the OCC building
in South Boston. The control
room consists of two
amphitheater rows of five work-
stations each, facing a wall-sized rear projection screen and a bank of 54 color monitors. Each operator workstation includes
two computer screens flanked by three monitors to provide multiple camera views during incidents.

Photography and text courtesy of the Massachusetts Turnpike Authority.
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Other Economic Data

U LT T

The ability of Massachusetts to compete in today's global economy depends on a transportation system able to move people
and goods swiftly and cost-effectively. To meet these demands, Massport is undertaking the largest facility improvement effort in
its history. Key, is the modernization of Logan International Airport, the economic engine of New England, which directly con-
tributes more than $5 billion to the region's economy and is a vital resource for thousands of businesses that depend on effi-
cient and reliable air service.

More than 9,000 jobs are tied to maritime operations at the Port of Boston, which handles more than a million tons of cargo
each year valued at more than $5 billion. Massport continues to improve the Port of Boston, which has been the region’s lifeline
to the world for more than 350 years, and continues to make New England a lead player on the global stage.

Together with the important investments Massport is making to Worcester Regional Airport, L.G. Hanscom Field and the Tobin
Memorial Bridge, Massport facilities form a strategic transportation network that will power the New England economy for
decades to come.

Photography and text courtesy of Massport.
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Ten-Year Schedule Of Massachusetts And United States Resident Population

(Amounts in thousands)

Massachusetts
Unitec % Resident % Massachusetts
Y ear States Change Population” Change as % of U.S.
2000 272,691 0.9% 6,175 0.5% 2.3%
1999 270,248 0.9% 6,144 0.5% 2.3%
1998 267,784 1.0% 6,115 0.5% 2.3%
1997 265,229 0.9% 6,085 0.4% 2.3%
1996 262,803 1.0% 6,062 0.5% 2.3%
1995 260,327 1.0% 6,031 0.3% 2.3%
1994 257,783 1.1% 6,011 0.3% 2.3%
1993 255,030 1.1% 5,993 -0.1% 2.4%
1992 252,153 1.1% 5,999 -0.3% 2.4%
1991 249,464 0.0% 6,019 0.0% 2.4%

(1) Population estimates have been restated to most current Massachusetts Institute of Socio-Economic Research (MISER) data
Population data is reported as of 7/1 of the previous year. Source: - MISER

Massachusetts and United States Estimated Year- to- Year Population Change
1991 - 2000

0,
1.1% 1.1% 1.1% L 1.2%

0,
1.0% 1.0% 0.9% 1.0% 0.9% 0.9%

o
Q
X
ear to Year Population Change %

0.5% 0.5% 0.5%
0.4% I
0. 0.3% 0.3% ° 0.2%
L 0.0%
L 0.2%
L -0.4%
-0.3% >
-0.6%
1991 1992 1993 1994 1995 1996 1997 1998 1999 2000

—H— United States —#— Massachusetts Resident Population (1)|

Commonwealth of Massachusetts 152 Comprehensive Annual Financial Report



Nonagricultural Employment By Industry
In Massachusetts And The United States For 2000

(Amounts in thousands)

% of % of MA %

Type of industry Massachusetts MA Total United States U.S. Total vs. U.S. %
Manufacturing:

Durable goods 269 8.2% 11,121 8.5% 96.8%

Nondurable goods 162 4.9% 7,367 5.6% 88.2%
Total manufacturing 431 13.1% 18,488 14.0% 93.3%
Non-manufacturing:

Congtruction and mining 126 3.8% 6,673 5.1% 75.6%

Transportation and public utilities 140 4.3% 6,979 5.3% 80.4%

Wholesale and retail 744 22.6% 30,700 23.3% 97.0%

Finance, Insurance and Real Estate 228 6.9% 7,593 5.8% 120.2%

Other services 1,191 36.2% 40,360 30.7% 118.1%

Federal, state and local government 428 13.0% 20,808 15.8% 82.4%
Total Non-manufacturing 2,859 86.9% 113,113 86.0% 101.1%
Total 3,290 100.0% 131,601 100.0%

Source: - Federal Reserve Bank of Boston, ""New England Economic Indicators."
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Ten Largest Massachusetts Industries
By Number Of Employees As Of June, 2000

(Amounts in thousands)

Industry Employees
Services 1,191
Wholesale and retail tradi 744
Manutacturing - durable good 269
Local governmen 264
Finance, Insurance and real estal 228
Manutacturing - nondurable good 162
Transportation and public utilitie 140
Construction and minin 126
State government 103
Federal governmen 6l

Source: - Federal Reserve Bank of Boston, "New England Economic Indicators.” August 2000 edition reflecting June 2000 results,
Massachusetts Department of Employment and Training
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Ten-Year Schedule Of Annual Average Civilian Labor Force,
Unemployment And Unemployment Rates
For Massachusetts And The United States

(Amounts in thousands)

Massachusetts United States
Massachusetts
Labor Unemploymeni Labor Unemploymeni Rate as %

Y ear Force Unempl oymeni Rate % Force Unempl oymeni Rate % of U.S. Rate
2000 3,287 86 2.6% 140,762 5,583 4.0% 65.9%
1999 3,278 105 3.2% 139,369 5,876 4.2% 75.8%
1998 3,273 109 3.3% 137,665 6,202 4.5% 73.9%
1997 3,261 131 4.0% 136,290 6,725 4.9% 81.2%
1996 3,176 129 4.1% 134,574 6,948 5.2% 78.7%
1995 3,161 162 5.1% 132,440 7,476 5.6% 90.8%
1994 3,183 205 6.4% 131,836 7,600 5.8% 111.7%
1993 3,158 207 6.6% 128,633 8,252 6.4% 102.2%
1992 3,126 265 8.5% 126,983 9,384 7.4% 114.7%
1991 3,127 280 9.0% 125,303 8,426 6.7% 133.2%

Source: - Federal Reserve Bank of Boston, "New England Economic Indicators.” August 2000 edition reflecting June 2000 results.
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Twenty-Five Largest Private Sector Massachusetts Employers

Product or Massachusetts 1999

Employer Headquarters Service Employees Revenues ($millions)
Liberty Mutual Fire Insurance Company, Inc Boston Insurance 22,000 $ 13,568
FMR Co. (Fiddlity) Boston Investments 8,500 Privately Held
State Street Bank & Trust Co. (Subsidiary of State Street Corp.) Boston Banking 7,619 3,119
Brigham and Women's Hospital, Inc Boston Hospital 7,500 767
Putnam Investment Boston Investments 6,000 Privately Held
Raytheon Constructors International, Inc (Subsidiary of Raytheon Electronics/
Engineers & Constructors International) Lexington Defense 6,000 19,841
Beth Israel Deaconess Medical Center, Inc Boston Hospital 5,000 737
Massachusetts Mutual Life Insurance Co Springfield Insurance 5,000 12,466
John Hancock Life Insurance Company, Inc Boston Insurance 4,650 7,858
Baystate Medical Center, Inc Springfield Hospital 4,400 392
Children's Hospital Corp Boston Hospital 3,832 461
General Hospital Corp (Massachusetts General Hospital) Boston Hospital 3,647 888
New England Medical Center Hospitals, Inc Boston Hospital 3,620 179
Lahey Clinic Burlington Hospital 3,500 700
CGU Corp (Subsidiary of CGU International Insurance PLC,
England) Boston Insurance 3,430 Not Available
Liberty International Holdings, Inc (Subsidiary of Liberty Mutual See Liberty Mutual
Insurance Co) Boston Insurance 3,400 above
Caritas Christi Inc Boston Hospital 3,000 5
Dennison Manufacturing Co. (Subsidiary of Avery Denison Corp.) Framingham  Office Products 3,000 500
American Employer's Insurance Co., Inc. (Subsidiary of CGU
Corporation) Boston Insurance 2,930 See CGU Corp above
Tufts Associated Health Maintenance Organization Inc Waltham HMO 2,750 2,000
Bank Boston NA (Subsidiary of Fleet Boston Corp) Boston Banking 2,715 13,052
Boston Medical Center Corp Boston Hospital 2,600 506
Digital Equipment Corp (Subsidiary of Compag Computer Corp) Maynard Computers 2,500 5,990
Fleet Boston Corp Boston Banking 2,500 above
Globe Newspaper Co Inc (Subsidiary of New York Times Co Inc) Boston Newspaper 2,500 600

Sources: - Rankings - "D & B Business Rankings," 2000 Edition, Dun & Bradstreet. Page 102. Courtesy of the Kirstein Business Branch of the Boston Public
Library. Revenue - D & B Business Rankings "sales volume" as well as companies annual reports "operating revenue." Dun & Bradstreet does not rank colleges
and universities. The largest private college and university employersin the Commonwealth are Boston University, Harvard University and the Massachusetts
Institute of Technology.
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Standard and Poors 500 Companies Headquartered in Massachusetts

Stock Product or Worldwide Latest Audited Fortune 500 Rank
Company Symbol  Headguarters Service Employees Revenues ($millions) 2000 1999
Raytheon RTN Lexingtor Defense 105,300 $ 19,841 82 69
FleetBoston Financial Cor; FBF Boston Banking 59,200 13,052 80 161#
Gillette Co. G Boston Personal & Household Product: 39,800 9,897 172 159
Staples Inc SPLS Framigharr Office Supplies 27,573 8,937 192 236
TJIX Companies TIX Framinghan  Retail Apparel 67,000 8,795 196 208
EMC Corp EMC Hopkinton Computer Storage Devices 17,700 6,716 260 386
Reebok International RBK Canton Consumer Appare 6,500 2,900 - -
Boston Scientific BSX Natick Medical Equipment & Supplie 12,615 2,842 - -
Analog Devices ADI Norwood Semiconductors 7,400 2,578 - -
Thermo Electror T™MO Waltham Scientific / Technical Instrument 25,400 2,471 369 394
State Street Corf STT Boston Banking 16,769 2,437 345 366
Harcourt General H Chestnut Hill  Printing & Publishing 13,600 2,143 - 365
Polaroid Corp. PRD Cambridge Photo Imaginc 8,784 1,979 - -
Teradyne Inc TER Boston Semiconductors 7,500 1,791 - -
PerkinElmer, Inc PKI Wellesley Scientific / Technical Instrument 12,000 1,363 - -
Parametric Technology PMTC  Waltham Software 4,998 928 - -
Biogen, Inc. BGEN  Cambridge Biotechnology - Drugs 1,351 794 - -
Millipore Corf. MIL Bedford Scientific / Technical Instrument 4,600 771 - -
Sapient Corp. SAPE  Cambridge Internet Consulting 2,100 277 - -

#In 1999, BankBoston Corp. was ranked separately at number 21¢

Sources: - Sandard and Poors (from Standar dandpoors.com) and Fortune Magaz ne (from fortune.com)
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Ten-Year Schedule Of Massachusetts And United States Resident Per Capita Net Income

Unitec % % Massachusetts
Y ear States Change Massachusetts Change as % of U.S.
2000 30,209 5.8% 38,351 7.9% 126.9%
1999 28,542 4.5% 35,551 6.5% 124.6%
1998 27,322 5.6% 33,394 6.6% 122.2%
1997 25,874 5.0% 31,332 5.8% 121.1%
1996 24,651 4.6% 29,618 5.6% 120.1%
1995 23,562 4.3% 28,051 4.5% 119.1%
1994 22,581 4.0% 26,841 4.6% 118.9%
1993 21,718 3.0% 25,664 3.2% 118.2%
1992 21,082 4.9% 24,876 4.7% 118.0%
1991 20,089 2.6% 23,749 2.3% 118.2%

Source: - United States Department of Commerce, Bureau of Economic Analysis, 2000 as of June 30, 2000, population for per capite
calculation from MISER

Massachusetts vs. United States Year- to- Year Per Capita Net Income Change
1991 - 2000
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Goods Massachusetts Exports

(Amounts in millions)

Amount Exported % Amount Exported % %
__Product as of 6/30/2000 Total Exports Calendar Year 1999 Total Exports _Change
Non - Computer
Electronics $ 2,917 27.8% $ 4,507 24.8% 3.0%
Computers 2,302 21.9% 4,121 22.7% -0.7%
Instruments 1,936 18.4% 3,357 18.5% 0.0%
Chemicals 706 6.7% 1,300 7.1% -0.4%
Transportation 396 3.8% 765 4.2% -0.4%
Fabricated Metals 389 3.7% 703 3.9% -0.2%
Primary Metals 271 2.6% 383 2.1% 0.5%
Paper 239 2.3% 396 2.2% 0.1%
Rubber and Plastics 231 2.2% 494 2.7% -0.5%
Miscellaneous 162 1.5% 290 1.6% 0.0%
All Others 957 9.1% 1,874 10.2% -1.1%
Total $ 10,506 $ 18,190

Source: - MISER foreign trade office, Amherst, Massachusetts. Data as of 6/30/2000 is latest available.
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Countries that Massachusetts Imports From

(Amounts in millions)

Country
of Origin

Germany

China (Mainland)
United Kingdom
Japan

Canada

Italy

Mexico

Ireland
Switzerland
China (Taiwan)

All others

Total

Amount Imported
as of 8/30/2000

$ 1,725
1,279

823

548

714

436

348

414

329

410

5,014

$ 12,040

% Amount Imported % %
Total Imports Calendar Year 1999 Total Imports Change
14.4% $ 2467 15.4% -1.0%
10.6% 1,714 10.7% 0.0%
6.8% 1,372 8.5% -1.7%
4.6% 763 4.8% -0.2%
5.9% 724 4.5% 1.4%
3.6% 641 4.0% -0.4%
2.9% 586 3.7% -0.8%
3.4% 557 3.5% 0.0%
2.7% 521 3.2% -0.5%
3.4% 494 3.1% 0.3%
41.7% 6,216 38.6% 3.1%
$ 16,056

Source: - MISER foreign trade office, Amherst, Massachusetts, from the Boston Customs Office. Data as of 8/30/2000 is latest

available.

Countries Massachusetts Imports From
Calendar year as of August 30, 2000
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Countries that Massachusetts Exports To

(Amounts in millions)

Destination Amount Exported % Amount Exported % %

Country as of 6/30/2000 Total Exports Calendar Year 1999 Total Exports Change
Canada $ 1,936 18.4% $ 3,376 18.6% -0.1%
Japan 1,028 9.8% 1,859 10.2% -0.4%
United Kingdom 1,009 9.6% 1,921 10.6% -1.0%
Netherlands 652 6.2% 1,215 6.7% -0.5%
China (Taiwan) 588 5.6% 706 3.9% 1.7%
Germany 556 5.3% 1,089 6.0% -0.7%
France 534 5.1% 818 4.5% 0.6%
Korea (Republic of) 452 4.3% 539 3.0% 1.3%
Mexico 362 3.4% 679 3.7% -0.3%
Singapore 361 3.4% 594 3.3% 0.2%
All Others 3,028 28.9% 5,394 29.5% -0.6%
Total $ 10,506 $ 18,190

Source: - MISER foreign trade office, Amherst, Massachusetts. Data as of 6/30/2000 is latest available.

Countries Massachusetts Exports to
Calendar year as of June 30, 2000
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Airport and Ship Activity into and out of Massachusetts

June 30, 2000 June 30, 1999 Change

Logan Aiport -

- Domestic Passengers 21,000,000 20,100,000 4.5%

- International Passengers 4,400,000 4,100,000 7.3%

- Regional Passengers 1,900,000 2,300,000 -17.4%
Total Logan Alrport Passenger s 217,300,000 26,500,000 3.0%
Total Logan Aiport Freight Pounds 1,040,877,000 949,300,000 9.6%
Port of Boston -

- Automobiles Landed 87,973 76,077 15.6%

- Short Tons of Salt - 30,485 -100.0%

- Container Volume 83,407 83,526 -0.1%

- Short Tons of Cement 168,600 183,500 -8.1%

- Total Cruise Passengers 156,769 126,840 23.6%

Source: - Massachusetts Port Authority
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Ten-Year Schedule Of Massachusetts Higher Education Enroliment

University
Academic Community State of Massachusetts Total %

Year Ending Colleges Colleges System Enrollmen Change
2000 75,107 43,177 57,810 176,094 1.4%
1999 71,853 45,008 56,766 173,627 2.9%
1998 67,520 44,765 56,400 168,685 0.7%
1997 66,601 43,443 57,395 167,439 -1.7%
1996 69,453 43,546 57,332 170,331 -1.8%
1995 72,360 43,519 57,640 173,519 -1.0%
1994 74,105 44,366 56,727 175,198 -1.6%
1993 74,098 46,234 57,747 178,079 1.2%
1992 70,705 46,709 58,555 175,969 -3.1%
1991 72,131 48,125 61,350 181,606 -1.4%

Source: Massachusetts Board of Higher Educatior

Enrollment in Massachusetts Public Colleges and Universities
Academic Years 1991 - 2000
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In the last 15 years, a “New Economy” has emerged in the United States. Among its defining characteristics are a fundamentally
altered industrial and occupational order, unprecedented levels of entrepreneurial dynamism and competition, and a dramatic
trend toward globalization—all of which have been spurred to one degree or another by revolutionary advances in information
technologies (IT). As these developments have swept through our national economy, they have also been restructuring and
reshaping the 50 state economies. States differ, however, in the degree to which their economies are structured and operate in
accordance with the tenets of the New Economy.

The Progressive Policy Institute in its publication “The State New Economy Index” ranks Massachusetts first, among all 50
states, as the one most prepared and best structured for success in the New Economy. In today's information age, where eco-
nomic success depends on the ability to adapt quickly to change and transition, Massachusetts offers businesses a superior
environment for growth.

They state “The two states that are farthest along the path to the New Economy are Massachusetts and California. Both are
quintessential high-tech states. Massachusetts boasts a concentration of software, hardware, and biotech firms supported by
world class universities such as MIT and Harvard in the Route 128 region around Boston. They tend to have a high concentra-
tion of managers, professionals, and college-educated residents working in “knowledge jobs” (jobs that require at least a two-
year degree). With one or two exceptions, their manufacturers tend to be more geared toward global markets, both in terms of
export orientation and the amount of foreign direct investment. Most are at the forefront of the IT and Internet revolutions, with a
large share of their institutions and residents embracing the digital economy. Most have a solid “innovation infrastructure” that
fosters and supports technological innovation. Many have experienced high levels of domestic in-migration of highly mobile,
highly skilled knowledge workers seeking good employment opportunities coupled with a good quality of life. Top-ranked
economies don't score well simply because they have found ways to get the right mix of companies, individuals, and institu-
tions. They also score well because they tend to adapt quickly. A high rate of ‘creative destruction'—the shedding of old prac-
tices while embracing the new—is the key to economic transformation in the private, public, and non-profit sectors.”

Text from The State New Economy Index Report, published by the Progressive Policy Institute (PPI)
Technology, Innovation and New Economy Project. (www.ppionline.orq)
Photography courtesy of the Training Bureau, Massachusetts Office of the Comptroller

Commonwealth of Massachusetts 164 Comprehensive Annual Financial Report



MASSACHUSETTS GENERAL INFORMATION

Admitted to Union (6" State): 1788 Capital: Boston
Population: 6,175,169 Nickname: Bay State
The State Seal The State Flag

The State Seal, adopted by Governor John Hancock and the Council on The State Flag is white, bearing on both
December 13, 1780 and made official by the General Court on June 4, sides arepresentation of the coat of arms. It
1885, is circular and bears a representation of the arms of the was adopted in itsfinal form in 1971; before
Commonwesalth encircled with the words “Sigillum Reipublicae that, the obverse side depicted a pine tree.
Massachusettensis’ (Seal of the Republic of Massachusetts). The arms,

according to legidative enactment, consists of “a shield having a blue

field or surface with an Indian thereon, dressed in a shirt and moccasins,

holding in his right hand a bow, and in his left hand an arrow, point

downward, all of gold; and in the upper corner of the field, above his

right arm, bent at the elbow, clothed and ruffled, with the hand grasping a

broadsword.”

The State Flower The State Fish The StateBird

The Cod, a oft-finned fish,
The Mayflower usually 10-20bs. A sculpture of a TheBlack Capped Chickadee
cod hangs in the House of

Representatives as a tribute to this

useful agquatic creature

The State I nsect TheState Tree The State Dog

The American Elm was adopted
as the official tree March 21, 1941
TheLady Bug to commemorate the fact that ) .
General George Washington took | he Boston Terrier, the first purebred
command of the Continental Army dog developed in America (1869), is a
benesth one on Cambridge CroSS between an English bulldog and

Common in 1775. an English terrier.
Beverage: Cranberry Juice Muffin: The Corn Muffin Horse: The Morgan Horse
Dessert:  Boston Cream Pie Cookie Chocolate Chip Bean: Navy Bean
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Pink Codillac

Cod Provencal

The Cavalcade of Cod was a part of B2K: Events of the i Ll oL :-
Millennium, a series of special events created by Boston A Nautical Charm
2000. Thanks to the generosity of the artists, sponsors

and patrons, dozens of charitable organizations through-

out the city profited greatly as they were the recipients of

the proceeds from the sales of the Cods.

Cods reprinted from www.cavalcadeofcod.com and with permission of Jeff Keough -Massachusetts College of Art, Project
Director and the following artists: Coddy Shack - Jeff Fichera, Mass Pike Cod - Peter Underhill, Cod Dazzled - William Wainwright,
Pink Codillac — Nicholas Doriss, Matt Glushien and Jennfier Sesma, Ar-Cod-Tecture — Graham Gund, Dan Chadwick, George Coon,
Circuit Cod - Ben Thompson, A Nautical Charm - Sarah Hut, Cod Provencal - Louis Risoli and Good Cod Hunting —-Nicolas
Dorriss, Ben Affleck and Matt Damon.
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