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THE COMMONWEALTH OF MASSACHUSETTS
INFORMATION STATEMENT
May 22, 2020

This Information Statement, together with its Exhibits (included by reference as described below), is
furnished by The Commonwealth of Massachusetts (the Commonwealth). It contains certain fiscal, financial and
economic information concerning the Commonwealth and its ability to meet its financial obligations. This
Information Statement contains information only through its date, or as otherwise provided for herein, and should be
read in its entirety.

The ability of the Commonwealth to meet its obligations will be affected by future social, environmental
and economic conditions, among other things, as well as by legislative policies and the financial condition of the
Commonwealth. Many of these conditions are not within the control of the Commonwealth.

Exhibit A to this Information Statement is the Statement of Economic Information as of March 25, 2020.
Exhibit A sets forth certain economic, demographic and statistical information concerning the Commonwealth. The
information contained in Exhibit A speaks as of its date, which was prior to when data was available showing the
extent of the initial impact of the COVID-19 pandemic within the Commonwealth, and therefore does not reflect the
extent of such impact. See “SPECIAL DISCLOSURE REGARDING COVID-19 MATTERS.”

Exhibits B and C, respectively, are the Commonwealth’s Statutory Basis Financial Report for the year
ended June 30, 2019 and the Commonwealth’s Comprehensive Annual Financial Report (reported in accordance
with generally accepted accounting principles (GAAP)) for the year ended June 30, 2019.

Specific reference is made to Exhibits A, B and C, copies of which are attached hereto and have also been
filed with the Municipal Securities Rulemaking Board (MSRB) through its Electronic Municipal Market Access
System (EMMA). The financial statements are also available at the home page of the Comptroller of the
Commonwealth located at http://www.macomptroller.org by clicking on “Financial Reports” on the Comptroller’s
homepage.

SPECIAL DISCLOSURE REGARDING COVID-19 MATTERS

If and when included in this Information Statement, the words “expects,” “forecasts,” “projects,”
“intends,” “anticipates,” “estimates,” “assumes” and analogous expressions are intended to identify forward
looking statements. Any such statements inherently are subject to a variety of risks and uncertainties, certain of
which are beyond the control of the Commonwealth, including the impacts from the COVID-19 pandemic, as
discussed below, that could cause actual results to differ materially from those that have been projected.
Moreover, certain financial and operating data contained in this Information Statement is based on projections
and estimates made prior to the outbreak of the COVID-19 pandemic, and the measures and executive orders
issued to prevent or mitigate the spread of COVID-19. Accordingly, such financial and operating data is not
indicative of the impacts of the COVID-19 pandemic on the Commonwealth’s financial condition. Due to the
unprecedented nature of the COVID-19 pandemic and the mitigation measures implemented, prior fiscal year,
interim and year-end results may not be indicative of current or future fiscal year, interim and year-end results.

The outbreak of COVID-19, a respiratory disease caused by a new strain of coronavirus, has spread
globally, including throughout the United States and in Massachusetts, and on March 11, 2020, was declared a
pandemic by the World Health Organization. In response to the pandemic, international, federal, state and local
governments, as well as private organizations, have implemented numerous measures intended to mitigate the
spread and effects of COVID-19. Individuals and businesses have altered their behavior to adapt to such measures
and to respond to the spread of COVID-19. The continued spread of COVID-19, the mitigation measures
implemented, and these behavioral adaptations are causing, and are expected to continue to cause, severe disruption
in global, national, and local economies, as well as global financial markets, and significant volatility in the U.S.
stock and bond markets.
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In the Commonwealth, Governor Baker’s administration has undertaken mitigation measures in response to
COVID-19, including: the imposition of travel bans; temporary closure of schools, colleges, universities, early
childhood education programs (with limited exceptions), and non-essential businesses, such as restaurants (with
exceptions for take-out orders), bars, and retail stores; limitations on gatherings of a certain size in public and
private venues; and a number of other social distancing measures. All of these measures have resulted in widespread
economic disruption throughout the Commonwealth.

The extent of the economic and fiscal impacts within the Commonwealth is not yet fully known, and is
expected to vary greatly depending on the duration and breadth of the COVID-19 pandemic, which remain
uncertain. At this time, the Commonwealth cannot predict the duration of the measures taken in response to COVID-
19, whether additional measures will be needed, or the extent of the impact of such measures on the
Commonwealth’s economy, budget or finances. The full fiscal impact of the COVID-19 pandemic also will depend
upon future events, including events outside the Commonwealth’s control. The Commonwealth is continuing to
monitor the extent of the outbreak within the state, as well as the Commonwealth’s financial condition, and is
actively reviewing and managing its responses to and options for addressing the anticipated effects of COVID-19.

It is anticipated that the COVID-19 pandemic will adversely impact the Commonwealth’s economy and
financial condition in a number of ways. Many businesses are expected to experience decreases in operations and
revenues, which is expected to result in a reduction of certain revenues to the Commonwealth, including personal
income tax revenues, corporate business tax revenues, sales and use tax revenues, gaming revenues, lottery revenues
and registry of motor vehicles revenues. Due to the temporary closure of non-essential business and the stay-at-
home advisory, there has been a significant reduction in traffic volume, which will likely result in a reduction in
motor fuel excise tax receipts by the Commonwealth. The volatility in the stock market may result in lower capital
gains tax revenues and may negatively affect the Commonwealth’s investments and the valuations of the
Commonwealth’s pension plans.

Summary of Selected Commonwealth Measures

The following is a summary of certain federal and Commonwealth declarations, executive orders and
legislation implemented in response to COVID-19 as of the date of this Information Statement, but is not intended to
be an exhaustive list of all such measures taken. The Commonwealth anticipates that additional national, state and
local actions will be taken in an effort to further mitigate the spread and effects of COVID-19. It is unclear whether
and the extent to which these legislative, regulatory or other governmental actions will have the effect intended.
Information regarding the Commonwealth’s response to COVID-19 and the executive orders issued to date are
available at www.mass.gov/covid19.

e On March 10, 2020, Governor Baker declared a state of emergency in the Commonwealth to provide the
Administration more flexibility to respond to the evolving COVID-19 outbreak. On March 13, 2020, the
President of the United States declared a national state of emergency due to the COVID-19 pandemic.

e On March 13, 2020, Governor Baker issued an emergency order prohibiting most gatherings of over 250
people in an effort to limit the spread of COVID-19. The order generally included community, civic,
public, leisure, and similar events or activities, but did not apply to normal operations at airports, bus and
train stations, medical facilities, libraries, shopping centers, polling locations, grocery or retail stores, or
other spaces where 250 or more persons may be in transit, or to restaurants, typical office environments,
government buildings, or factories.

e On March 14, 2020, Governor Baker created a COVID-19 Response Command Center to lead and
coordinate the Commonwealth’s response to COVID-19.

e On March 18, 2020, Governor Baker issued an emergency order closing all early childhood education
programs across the Commonwealth, except for certain exempt emergency child care programs for families
of emergency personnel, medical staff and other first responders, and also announced administrative tax
relief measures postponing the collection of regular sales tax, meals tax and room occupancy taxes that
would be due in March, April and May until June 20, 2020.
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e On March 23, 2020, Governor Baker issued an emergency order prohibiting gathering of over 10 people
and ordering the closure, effective March 24, 2020, of all business and organizations other than COVID-19
essential services until April 7, 2020. On March 31, 2020, Governor Baker extended the emergency order
regarding the closure of businesses and organizations until May 4, 2020 and revised the list of COVID-19
essential services.

e On March 24, 2020, the Department of Public Health issued a stay at home advisory.

e On March 27, 2020, the Commonwealth extended the state income tax filing and payment deadline from
April 15, 2020 to July 15, 2020, consistent with the extension enacted by the federal government. On April
5, 2020, the Massachusetts Department of Revenue (DOR) announced that preliminary revenue collections
for April 2020 totaled $1.981 billion, which is $2.168 billion or 52.2% less than the benchmark, and $2.341
billion or 54.2% less than actual collections in April 2019. For fiscal 2020 through April 2020, revenue
collections totaled $23.045 billion, $1.463 billion or 6.0% less than the same period in fiscal 2019, and
$1.932 billion or 7.7% less than the fiscal 2020 year-to-date benchmark. DOR has received 24% fewer
income tax returns through April 30, 2020 than for the same period in fiscal 2019, which is primarily due to
the extension of the April 15th filing deadline. The April 2020 revenue shortfall is attributable to multiple
factors, including the extension of the personal income tax filing and payment deadline to July 15, 2020,
the extension of the first estimated tax payment installment for fiscal 2020 to July 15, 2020, certain penalty
waivers for the late filing and payment of corporate excise returns and payments and certain sales and
meals tax returns and payments, the extension of the payment deadline for certain regular sales tax, meals
tax and room occupancy excise payments to June 20, 2020, the closure of all non-essential businesses, stay-
at-home advisories and the ban on on-site service at bars and restaurants, as well as the impact the COVID-
19 pandemic has had on consumer and corporate behavior, the economy and the stock market.

e On April 28, 2020, Governor Baker announced the extension of the non-essential business closure order to
May 18, 2020. On May 11, 2020, Governor Baker announced a four-phase approach to reopening, with
phase 1 applying to limited industries that could resume operations with severe restrictions. The Governor
indicated that decisions and timing on all phases would be influenced by public health metrics. On May 18,
2020, Governor Baker announced that the first phase would apply primarily to construction, manufacturing,
and houses of worship, which are eligible to open subject to certain guidelines as of such date. On May 25,
2020 additional businesses will be eligible to open subject to certain guidelines, including laboratory and
office spaces (in the City of Boston, office spaces will be eligible to open as of June 1, 2020), certain
personal care service providers, and recreational marijuana stores. Some municipalities also have issued
local orders affecting activities only within the applicable municipality, including the City of Boston, which
in certain cases may be more restrictive than the Governor’s orders.

Fiscal Relief Received by the Commonwealth

The U.S. Congress has enacted four economic assistance and relief packages to date. On March 18, 2020,
the Families First Coronavirus Response Act (Families First Act) was enacted into law which provides paid leave,
establishes free coronavirus testing, supports unemployment benefits, expands food assistance and protects health
workers. The Families First Act includes an emergency 6.2% increase in the regular federal matching rate for states
and territories to the Medicaid Federal Medical Assistance Percentage (FMAP) during the public health emergency.
This FMAP increase is estimated to provide the Commonwealth with $530 million in unbudgeted revenue during
the fiscal 2020 period.

On March 27, 2020, the federal Coronavirus Aid, Relief and Economic Security Act (CARES Act) was
enacted which provides $2 trillion of aid for, among other things, market stabilization efforts, expanded
unemployment insurance, loans and grants to small businesses, direct payments to certain individuals, loans to
corporations, businesses and health care systems, and approximately $150 billion for state and local governments, of
which the Commonwealth received $2.461 billion and two local government units received funding. The
Commonwealth expects to utilize the CARES Act and other available federal funds to pay for the state’s emergency
expenditures relating to COVID-19, including expenditures for personal protective equipment, medical equipment,
and support for hospitals in managing the care of COVID-19 patients, and to provide necessary services to
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vulnerable populations, such as supporting food banks and seniors who might not be able to obtain sufficient food
and supplies.

On March 27, 2020, President Trump issued a major disaster declaration for the Commonwealth, making
federal funding available to Commonwealth and eligible local entities for emergency protective measures, including
direct federal assistance. This declaration superseded the emergency declaration issued by the President for the
Commonwealth on March 13, 2020. The Commonwealth is evaluating the aid available as a result of this
declaration.

On April 6, 2020, the Commonwealth applied to the U.S. Department of Labor for an amount not to exceed
$1.20 billion in repayable advances to the Commonwealth’s Unemployment Trust Fund account from the federal
unemployment account for the period April 2020 through June 2020, in accordance with the provisions of Section
1201 of the Social Security Act, to assure payment of all compensation that becomes due under the
Commonwealth’s Unemployment Compensation Law. The number of individuals who have filed initial
unemployment insurance claims in Massachusetts continues to rise. From March 15, 2020 to May 9, 2020, a total of
821,506 initial claims have been filed for unemployment insurance. Additionally, from April 20, 2020 to May 9,
2020, approximately 255,000 claimants have filed for federal Pandemic Unemployment Assistance (PUA), which
provides payment to workers who not traditionally eligible for unemployment benefits (e.g., self-employed
individuals, independent contractors, and workers with limited work history) and who are unable to work as a direct
result of the COVID-19 public health emergency. Since the Commonwealth’s Unemployment Trust Fund generally
is funded through employer contributions, the federal funds will help ensure that individuals continue to receive
unemployment benefits during the economic downturn caused by the COVID-19 pandemic.

Cash Management and Borrowing for Deferred Revenues

In order to manage cash flows through the COVID-19 pandemic, the Commonwealth has entered into a line
of credit with a syndicate of commercial banks in an amount up to $1.75 billion. The Commonwealth also has
enacted special legislation to authorize the Commonwealth to issue notes in anticipation of revenues or for which
revenues are not otherwise available, which notes will mature no later than June 30, 2021.

Additionally, on April 9, 2020, the Federal Reserve System (Federal Reserve) announced the establishment
of a municipal liquidity facility (MLF), pursuant to which a special purpose vehicle created by the Federal Reserve
will purchase notes from states and large cities and counties to provide liquidity for cash flow needs resulting from
the delay of the federal tax filing deadline and the COVID-19 pandemic. The Commonwealth is eligible for
assistance under this program and may borrow up to $7.859 billion. The Commonwealth is monitoring guidance
from the Federal Reserve to assess the possibility of accessing the MLF in the future.

The Commonwealth currently anticipates that it will have sufficient liquidity to meet cash flow needs for
fiscal 2020 and fiscal 2021 through the existing liquidity and credit facilities and access to the capital markets. The
State Treasurer’s Office and the Executive Office for Administration and Finance are closely monitoring the General
Fund cash flow.

Fiscal 2020 and Fiscal 2021 Operating Budget

The Commonwealth has made certain adjustments to the budget for fiscal 2020 to reflect the estimated
impacts, to the extent possible given the limited information currently available, of the COVID-19 pandemic. See
“SELECTED FINANCIAL DATA — Statutory Basis Distribution of Budgetary Revenues and Expenditures.”
Additionally, on May 12, 2020, Governor Baker filed a supplemental appropriations bill entitled “An Act Making
Appropriations for the Fiscal Year 2020 to Authorize Certain COVID-19 Spending in Anticipation of Federal
Reimbursement” consisting of up to $1 billion in supplemental appropriations for spending in fiscal 2020. The bill is
intended to establish state spending authorization for the substantial, necessary expenses incurred by the
Commonwealth in its response to the COVID-19 pandemic that are likely to be reimbursable, in whole or in part,
from federal sources, including the CARES Act, but which will be first paid with state dollars. As fiscal 2020
revenues to date are lower than the revenue projected in the fiscal 2020 budget, when adopted, and certain expenses
are higher, the Administration is evaluating whether further adjustments are necessary. Some budgeting flexibility is
provided by a number of factors, including (i) the ability to reallocate spending within the budget due to savings in
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certain categories, (ii) new sources of revenue, such as the federal funding in response to COVID-19, and (iii) the
recently enacted legislation allowing certain tax receipts collected in fiscal 2021 due to the extension of the income
tax filing deadline from April 15, 2020 to July 15, 2020 to be recognized as fiscal 2020 revenue. See “FISCAL 2020
AND FIsCAL 2021 — Fiscal 2020.”

The fiscal 2021 consensus tax revenue estimate of $31.151 billion agreed upon on January 13, 2020, has
not yet been formally revised or adjusted in light of the outbreak of the COVID-19 pandemic and the anticipated
negative fiscal impact the pandemic is expected to have on tax revenues. Certain public policy groups as well as
members of the Legislature have stated that the projected tax revenue decrease for fiscal 2021 could range from $2
billion to $8 billion below the fiscal 2021 consensus tax revenue estimate. It is expected that a material adjustment
or revision to the consensus tax revenue estimate will result as the fiscal 2021 budget process proceeds through the
Legislature, although the extent of any such revision is not known as of the date of this Information Statement. On
May 4, 2020, the House of Representatives amended its rules to allow the fiscal 2021 budget to be released from the
House Committee on Ways and Means as late as July 1, 2020. It is anticipated that one or more interim budgets will
be enacted to provide funding after the end of fiscal 2020 until a full budget can be enacted and approved by the
Governor. See “FISCAL 2020 AND FISCAL 2021 - Fiscal 2021.”

THE GOVERNMENT

The government of the Commonwealth is divided into three branches: the Executive, the bicameral
Legislature and the Judiciary.

Executive Branch

Governor. The Governor is the chief executive officer of the Commonwealth. Other elected members of the
executive branch are the Lieutenant Governor (elected with the Governor), the Treasurer and Receiver-General
(State Treasurer), the Secretary of the Commonwealth (State Secretary), the Attorney General and the State Auditor.
All are elected to four-year terms. The terms of the current office holders began in January 2019.

The Executive Council, also referred to as the “Governor’s Council,” consists of eight members who are
elected to two-year terms in even-numbered years. The Executive Council is responsible for the confirmation of
certain gubernatorial appointments, particularly judges, and must approve all warrants prepared by the Comptroller
for payment by the State Treasurer.

Also within the Executive Branch are certain independent offices, each of which performs a defined
function, such as the Board of Library Commissioners, the Office of Campaign and Political Finance, the Office of
the Comptroller, the Office of the Inspector General and the State Ethics Commission.

Governor’s Cabinet. The Governor’s Cabinet, which assists the Governor in administration and policy
making, comprises the secretaries who head the eight Executive Offices, which are the Executive Office for
Administration and Finance, the Executive Office of Health and Human Services, the Executive Office of Public
Safety and Security, the Executive Office of Housing and Economic Development, the Executive Office of Labor
and Workforce Development, the Executive Office of Energy and Environmental Affairs, the Executive Office of
Education, and the Executive Office of Technology Services and Security. In addition, the Secretary of
Transportation, who is the chief executive of the Massachusetts Department of Transportation (MassDOT) and
chairs MassDOT’s board of directors, is a member of the Governor’s Cabinet. (MassDOT has a legal existence
separate from the Commonwealth but houses several departments of state government.) Cabinet secretaries and
executive department chiefs, including the Secretary of Transportation, serve at the pleasure of the Governor. Most
other agencies are grouped under one of the eight Executive Offices for administrative purposes.

The Governor’s chief fiscal officer is the Secretary of Administration and Finance. The activities of the
Executive Office for Administration and Finance fall within five broad categories: (i) administrative and fiscal
supervision, including supervision of the implementation of the Commonwealth’s operating budget and capital
investment plan, and monitoring of all agency expenditures during the fiscal year; (ii) enforcement of the
Commonwealth’s tax laws and collection of tax revenues through the Department of Revenue; (iii) human resource
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management, including administration of the state personnel system, civil service system and employee benefit
programs, and negotiation of collective bargaining agreements with certain of the Commonwealth’s public
employee unions; (iv) capital facilities management, including coordinating and overseeing the construction,
management and leasing of all state facilities; and (v) administration of general services, including procurement
management services. The Secretary of Administration and Finance serves on numerous state boards and
commissions.

State Treasurer. The State Treasurer has four primary statutory responsibilities: (i) oversight of the
collection of all state revenues by state agencies, including tax revenues remitted by the Department of Revenue
(other than small amounts of funds held by certain agencies); (ii) the management of both short-term and long-term
investment of Commonwealth funds (other than the state employee and teacher pension funds), including all cash
receipts; (iii) the disbursement of Commonwealth moneys and oversight of reconciliation of the state’s accounts;
and (iv) the issuance of most debt obligations of the Commonwealth, including notes, commercial paper and long-
term bonds.

In addition to these responsibilities, the State Treasurer chairs the Massachusetts Lottery Commission, the
State Retirement Board, the Pension Reserves Investment Management Board, the Massachusetts Clean Water
Trust, and the Massachusetts School Building Authority, and appoints the members of the Alcoholic Beverages
Control Commission. The State Treasurer also serves as a member of numerous other state boards and commissions.

State Auditor. The State Auditor is charged with improving the efficiency of state government by auditing
the administration and expenditure of public funds and reporting the findings to the public. The State Auditor
reviews the activities and operations of approximately 200 state entities and potentially thousands of private
contractors doing business with the Commonwealth. See “COMMONWEALTH BUDGET AND FINANCIAL
MANAGEMENT CONTROLS.”

Attorney General. The Attorney General represents the Commonwealth in all legal proceedings in both the
state and federal courts, including defending the Commonwealth in actions in which a state law or executive action
is challenged. The Attorney General also brings actions to enforce environmental and consumer protection statutes,
among others, and represents consumer interests in public utility rate-setting proceedings and in proceedings before
the Division of Insurance and other administrative bodies. The Attorney General works in conjunction with the
general counsel of the various state agencies and executive departments to coordinate and monitor all pending
litigation.

State Secretary. The Secretary of the Commonwealth is responsible for collection and storage of public
records and archives, securities regulation, state elections, administration of state lobbying laws, and the registration
of and reporting by corporations.

State Comptroller. Accounting policies and practices, publication of official financial reports, and oversight
of fiscal management functions are the responsibility of the Comptroller. The Comptroller also administers the
Commonwealth’s annual state single audit and manages the state accounting system. The Comptroller serves as a
member of the Massachusetts Lottery Commission, the Inspector General Council, the Records Conservation Board,
and the State Retiree Benefits Trust. The Comptroller is appointed by the Governor for a term coterminous with the
Governor’s and may be removed by the Governor only for cause. The annual financial reports of the
Commonwealth, single audit reports, and any rules and regulations promulgated by the Comptroller must be
reviewed by an advisory board. This board is chaired by the Secretary of Administration and Finance and includes
the State Treasurer, the Attorney General, the State Auditor, the Court Administrator of the Trial Court, and two
persons with relevant experience appointed by the Governor for three-year terms.

The Commonwealth’s annual reports include financial statements on the statutory basis of accounting (the
Statutory Basis Financial Report, or SBFR) and financial statements on a GAAP basis (the Comprehensive Annual
Financial Report, or CAFR). The Statutory Basis Financial Report for the year ended June 30, 2019, attached hereto
as Exhibit B, was reviewed, and the Comprehensive Annual Financial Report for the year ended June 30, 2019,
attached hereto as Exhibit C, was audited, by KPMG LLP, as stated in its reports appearing therein. KPMG LLP has
not been engaged to perform, and has not performed, since the respective dates of its reports included herein, any
procedures on the financial statements addressed in such reports, nor has it performed any procedures relating to the
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official statement of which this Information Statement is a part. See “COMMONWEALTH BUDGET AND FINANCIAL
MANAGEMENT CONTROLS.”

Legislative Branch

The Legislature (formally called the General Court) is the bicameral legislative body of the
Commonwealth, consisting of a Senate of 40 members and a House of Representatives of 160 members. Members
of both the Senate and the House are elected to two-year terms in even-numbered years. The Legislature meets every
year. The joint rules of the House and Senate require all formal business to be concluded by the end of July in even-
numbered years and by the third Wednesday in November in odd-numbered years.

All enacted bills are presented to the Governor for approval or veto. The Legislature may override the
Governor’s veto of any bill by a two-thirds roll-call vote of each house. The Governor also has the power to return a
bill to the chamber of the Legislature in which it originated with a recommendation that certain amendments be
made; such a bill is then before the Legislature and is subject to amendment or re-enactment by each branch, at
which point the Governor has no further right to return the bill a second time with a recommendation to amend but
may still veto the bill. The House of Representatives must originate any bill that imposes a tax. Once a tax bill is
originated by the House and forwarded to the Senate for consideration, the Senate may amend it. Any member of the
House of Representatives or the Senate also may propose an amendment to the state constitution. Any such
proposed amendment must receive a majority of approving votes from members of the House of Representatives
and the Senate jointly assembled in a constitutional convention in two successive biennial legislative sessions before
being submitted to the voters for approval.

Judicial Branch

The judicial branch of state government is composed of the Supreme Judicial Court, the Appeals Court and
the Trial Court. The Supreme Judicial Court has original jurisdiction over certain cases and hears appeals from both
the Appeals Court, which is an intermediate appellate court, and in some cases, directly from the Trial Court. The
Supreme Judicial Court is authorized to render advisory opinions on certain questions of law to the Governor, the
Legislature and the Governor’s Council. Judges of the Supreme Judicial Court, the Appeals Court and the Trial
Court are appointed by the Governor, with the advice and consent of the Governor’s Council, to serve until the
mandatory retirement age of 70 years.

Independent Authorities and Agencies

The Legislature has established a number of independent authorities and agencies within the
Commonwealth, the budgets of which are not included in the Commonwealth’s annual budget. The Governmental
Accounting Standards Board (GASB) Statements No. 14 and No. 34, as amended by Statement No. 61, The
Financial Reporting Entity: Omnibus - an amendment of GASB Statements No. 14 and No. 34, articulate standards
for determining significant financial or operational relationships between the primary government and its
independent entities. In fiscal 2019, the Commonwealth had significant operational or financial relationships, or
both, as defined by GASB Statements No. 14 and No. 34, as amended by Statement No. 61, with 41 of these
authorities. A discussion of these entities and the relationship to the Commonwealth is included in footnotes 1 and
14 to the fiscal 2019 Basic Financial Statements in the CAFR, attached hereto as Exhibit C.

Municipal Government

The Commonwealth has 351 incorporated cities and towns that exercise the functions of local government,
which include public safety, fire protection and public construction. Cities and towns or regional school districts
established by them also provide elementary and secondary education. Cities are governed by several variations of
the mayor-and-council or manager-and-council form. Most towns place executive power in a board of three or five
selectmen elected to one- or three-year terms and retain legislative powers in the voters themselves, who assemble in
periodic open or representative town meetings. VVarious local and regional districts exist for schools, water and
wastewater administration, and certain other governmental functions.
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Municipal revenues consist of taxes on real and personal property, distributions from the Commonwealth
under a variety of programs and formulas, local receipts (including motor vehicle excise taxes, local option taxes,
fines, licenses and permits, charges for utility and other services, and investment income) and appropriations from
other available funds (including general and dedicated reserve funds). See “COMMONWEALTH EXPENDITURES —
Local Aid.”

County Government

The cities and towns of the Commonwealth are organized into 14 counties. County government has been
abolished in nine counties - Berkshire, Essex, Franklin, Hampden, Hampshire, Middlesex, First Norfolk, Suffolk and
Worcester. Where county government has been abolished, the functions, duties and responsibilities of the
government have been transferred to the Commonwealth, including all employees, assets, valid liabilities and debts.
The remaining five county governments (Barnstable, Bristol, Dukes, Nantucket, Second Norfolk and Plymouth) are
responsible principally for the operation of courthouses and registries of deeds. The Registrar of Deeds of each
county continues to be elected by the residents of the respective county, although in counties where the county
government has been abolished, the county budget is administered by the Commonwealth. Sheriffs continue to be
elected by residents of their respective counties, although they, along with county houses of corrections, have been
administratively placed under the Commonwealth’s Executive Office of Public Safety.

Initiative Petitions

Under the Massachusetts constitution, legislation may be enacted in the Commonwealth pursuant to a voter
initiative process. Initiative petitions which have been certified by the Attorney General as to proper form and as to
which the requisite number of voter signatures has been collected are submitted to the Legislature for consideration.
If the Legislature fails to enact the measure into law as submitted, the petitioner may place the initiative on the ballot
for the next statewide general election by collecting additional voter signatures. If approved by a majority of the
voters at the general election, the petition becomes law 30 days after the date of the election. Initiative petitions so
approved by the voters do not constitute constitutional amendments and may be subsequently amended or repealed
by the Legislature. Initiative petitions may not make appropriations.

Constitutional amendments also may be initiated by citizens, but they follow a longer adoption process,
which includes gaining at least 25% of the votes of the House of Representatives and Senate jointly assembled in
constitutional convention in two successive biennial legislative sessions before being decided by the voters.

On September 4, 2019, the Attorney General certified an initiative petition that, if approved, would require
the Commonwealth to change the formula used to determine reimbursement rates for nursing homes and rest homes
in the Commonwealth. The sponsors of the petition submitted sufficient signatures to the Secretary of the
Commonwealth by the December 4, 2019 deadline. The petition was submitted to the Legislature for consideration,
however as the Legislature took no action as of May 5, 2020, the sponsors will have the opportunity to place the
petition on the November 2020 ballot by collecting further signatures by July 1, 2020.

[Remainder of page intentionally left blank.]
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COMMONWEALTH BUDGET AND FINANCIAL MANAGEMENT CONTROLS
Operating Fund Structure

The Commonwealth’s operating fund structure satisfies the requirements of state finance law and is in
accordance with GAAP, as defined by GASB. The General Fund and other funds that are appropriated in the annual
state budget receive most of the non-bond and non-federal grant revenues of the Commonwealth. These funds are
referred to in this Information Statement as the “budgeted operating funds” of the Commonwealth. Budgeted
operating funds are created and repealed from time to time through the enactment of legislation, and existing funds
may become inactive when no appropriations are made from them. Budgeted operating funds do not include the
capital projects funds of the Commonwealth, into which the proceeds of Commonwealth bonds are deposited. See
“Capital Investment Process and Controls” below.

Two of the budgeted operating funds account for most of the Commonwealth’s appropriated spending: the
General Fund and the Commonwealth Transportation Fund (formerly the Highway Fund), from which
approximately 98.5% of the budgeted operating fund outflows in fiscal 2019 were made. The remaining
approximately 1.5% of budgeted operating fund outflows occurred in other operating funds: the Commonwealth
Stabilization Fund, the Intragovernmental Service Fund, the Inland Fisheries and Game Fund, the Marine
Recreational Fisheries Development Fund, the Underground Storage Tank Petroleum Product Cleanup Fund, the
Public Safety Training Fund, the Local Capital Projects Fund, the Gaming Local Aid Fund, the Education Fund, the
Local Aid Stabilization Fund, the Gaming Economic Development Fund, the Community College Fund and the
Marijuana Regulation Fund. A number of budgeted funds were authorized by law but had no activity in fiscal 2019.

At the end of a fiscal year, undesignated balances in the budgeted operating funds, unless excluded by law,
are used to calculate the consolidated net surplus. Under state finance law, balances in the Stabilization Fund, the
Tax Reduction Fund, the Inland Fisheries and Game Fund, the Marine Recreational Fisheries Fund, the Public
Safety Training Fund and the Local Aid Stabilization Fund are excluded from the consolidated net surplus
calculation. According to state finance law, deficits in any funds included in the consolidated net surplus calculation
are eliminated by transfers from other consolidated net surplus funds that have surplus balances, and any
undesignated or unreserved balances remaining in the consolidated net surplus funds are transferred to the
Commonwealth Stabilization Fund.

Overview of Operating Budget Process

Generally, funds for the Commonwealth’s programs and services must be appropriated by the Legislature.
The process of preparing a budget begins with the executive branch early in the fiscal year preceding the fiscal year
for which the budget will take effect. The legislative budgetary process begins in late January (or, in the case of a
newly elected Governor, not later than early March) with the Governor’s budget submission to the Legislature for
the fiscal year commencing in the ensuing July. The Massachusetts constitution requires that the Governor
recommend to the Legislature a budget which contains a statement of all proposed expenditures of the
Commonwealth for the upcoming fiscal year, including those already authorized by law, and of all taxes, revenues,
loans and other means by which such expenditures are to be defrayed. State finance law requires the Legislature and
the Governor to approve a balanced budget for each fiscal year, and the Governor may approve no supplemental
appropriation bills that would result in an unbalanced budget. However, this is a statutory requirement that may be
superseded by an appropriation act.

The House Committee on Ways and Means considers the Governor’s budget recommendations and, with
revisions, proposes a budget to the full House of Representatives. Once approved by the House, the budget is
considered by the Senate Committee on Ways and Means, which in turn proposes a budget, with revisions, to be
considered by the full Senate. In recent years, the legislative budget review process has included joint hearings by
the Ways and Means Committees of the Senate and the House. After Senate action, a legislative conference
committee develops a joint budget recommendation for consideration by both houses of the Legislature, which upon
adoption is sent to the Governor. Under the Massachusetts constitution, the Governor may veto the budget in whole
or disapprove or reduce specific line items (line-item veto). The Legislature may override the Governor’s veto or
specific line-item vetoes by a two-thirds roll-call vote of both the House and Senate. The annual budget legislation,
as finally enacted, is known as the general appropriations act.
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In years in which the general appropriations act is not approved by the Legislature and the Governor before
the beginning of the applicable fiscal year, the Legislature and the Governor generally approve a temporary budget
under which funds for the Commonwealth’s programs and services are appropriated based upon the level of
appropriations from the prior fiscal year budget, adjusted for any known changes in the level of spending during the
first month or months of the current fiscal year.

State finance law requires the Commonwealth to monitor revenues and expenditures during a fiscal year.
For example, the Comptroller publishes a quarterly report of planned and actual revenues. See “COMMONWEALTH
REVENUES — Tax Revenue Forecasting.” Department heads are required to notify the Secretary of Administration
and Finance and the House and Senate Committees on Ways and Means of any anticipated decrease in estimated
revenues for their departments from the federal government or other sources or if it appears that any appropriation
will be insufficient to meet all expenditures required in the fiscal year by any law, rule, regulation or order not
subject to administrative control. The Secretary of Administration and Finance must notify the Governor and the
House and Senate Committees on Ways and Means whenever the Secretary determines that revenues will be
insufficient to meet authorized expenditures. The Secretary of Administration and Finance is then required to
compute projected deficiencies and, under Section 9C of Chapter 29 of the General Laws, the Governor is required
to reduce allotments, to the extent lawfully permitted to do so, or submit proposals to the Legislature to raise
additional revenues or to make appropriations from the Stabilization Fund to cover such deficiencies. The Supreme
Judicial Court has ruled that, under current law, the Governor’s authority to reduce allotments of appropriated funds
extends only to appropriations of funds to state agencies under the Governor’s control.

Cash and Budgetary Controls

The Commonwealth has in place controls designed to ensure that (i) sufficient cash is available to meet the
Commonwealth’s obligations, (ii) state expenditures are consistent with periodic allotments of annual
appropriations, and (iii) moneys are expended consistently with statutory and public purposes. Two independently
elected Executive Branch officials, the State Treasurer and the State Auditor, conduct the cash management and
audit functions, respectively. Regarding periodic allotments, at the beginning of each fiscal year the Executive
Office for Administration and Finance schedules the rate at which agencies will have access to funds included in
their appropriation through a published periodic allotment calendar. Under state finance law, monthly appropriation
allotments are ordinarily one-twelfth of the annual amount, but the Executive Office for Administration and Finance
may provide for greater or lesser monthly allotments in appropriate cases. This calendar is reviewed regularly, and
depending on the fiscal climate, the Executive Office for Administration and Finance may choose to adjust the
allotment schedule in order to tighten spending controls. In some cases agencies may request an ad hoc allotment in
order to gain access to funds faster than the existing periodic allotment schedule would allow (e.g., exceptional cases
where unique payment concerns must be considered); such requests are carefully reviewed by the Executive Office
for Administration and Finance before they are approved. The Comptroller conducts the expenditure control
function.

Capital Investment Process and Controls

Capital expenditures are primarily financed with debt proceeds and federal reimbursements. Authorization
for capital spending requires approval by the Legislature, and the issuance of debt must be approved by a two-thirds
roll-call vote of each house of the Legislature. The state constitution requires the Governor to recommend the terms
of the authorized debt. The State Treasurer issues authorized debt at the request of the Governor, and the Governor,
through the Secretary of Administration and Finance, controls the amount of capital expenditures through the
allotment of funds pursuant to such authorizations. The Executive Office for Administration and Finance establishes
a capital investment plan on or before July 1 each year pursuant to state law. The capital investment plan is an
administrative guideline and is subject to amendment from time to time. See “COMMONWEALTH CAPITAL
INVESTMENT PLAN.”

The Comptroller has established various funds to account for financial activity related to the acquisition or
construction of capital assets. In addition, accounting procedures and financial controls have been instituted to limit
agency capital spending to the levels approved by the Governor. Capital spending is tracked against the capital
investment plan on both a cash and encumbrance accounting basis on the state’s accounting system, and federal
reimbursements are budgeted and monitored against anticipated receipts.
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Cash Management Practices of State Treasurer

The State Treasurer is responsible for ensuring that all Commonwealth financial obligations are met on a
timely basis. The Massachusetts constitution requires that all payments by the Commonwealth (other than debt
service) be made pursuant to a warrant approved by the Governor’s Council. The Comptroller prepares certificates
which, with the advice and consent of the Governor’s Council and approval of the Governor, become the warrant to
the State Treasurer. Once the warrant is approved, the State Treasurer’s office disburses the money. Debt service is
specifically exempted by the state constitution from the warrant requirement, but requires an appropriation to be
paid.

The Cash Management Division of the State Treasurer’s office utilizes approximately 900 operating
accounts to track cash collections and disbursements for the Commonwealth. The Division relies primarily upon
electronic receipt and disbursement systems.

The State Treasurer, in conjunction with the Executive Office for Administration and Finance, is required
to submit quarterly cash flow projections for the then current fiscal year to the House and Senate Committees on
Ways and Means on or before the last day of August, November, February and May. The projections must include
estimated sources and uses of cash, together with the assumptions from which such estimates were derived and
identification of any cash flow gaps. See “FISCAL 2020 AND FISCAL 2021 — Cash Flow.” The State Treasurer’s office,
in conjunction with the Executive Office for Administration and Finance, is also required to develop quarterly and
annual cash management plans to address any gap identified by the cash flow projections and variance reports. The
State Treasurer’s office oversees the issuance of short-term debt to meet cash flow needs, including the issuance of
commercial paper and revenue anticipation notes. See “LONG-TERM LIABILITIES — General Obligation Debt.”

Cash that is not needed for immediate funding is invested in the Massachusetts Municipal Depository
Trust. The State Treasurer serves as trustee of the Trust and has sole authority pertaining to rules, regulations and
operations of the Trust. The Trust has two investment options: a short-term liquidity vehicle or “cash portfolio”
structured similarly to a money market fund and a short-term bond fund. For additional detail on the Massachusetts
Municipal Depository Trust, see “FISCAL 2020 AND FisCAL 2021 — Cash Flow.”

Fiscal Control, Accounting and Reporting Practices of the Comptroller

The Comptroller is responsible for oversight of fiscal management functions, establishment of accounting
policies and practices, and publication of official financial reports. The Comptroller maintains the Massachusetts
Management Accounting and Reporting System (MMARS), the centralized state accounting system that is used by
all state agencies and departments for processing of all financial transactions. The University of Massachusetts, the
state universities and the community colleges process only some transactions on MMARS, and the independent state
authorities do not use the system. MMARS provides a ledger-based system of revenue and expenditure accounts
enabling the Comptroller to control obligations and expenditures effectively and to ensure that appropriations are not
exceeded during the course of the fiscal year. The Commonwealth’s statewide accounting system also has various
modules for receivables, payables, capital assets and other processes management.

Expenditure Controls. The Comptroller requires that the amount of all obligations under purchase orders,
contracts and other commitments for the expenditures of moneys be recorded as encumbrances. Once encumbered,
these amounts are not available to support additional spending commitments. As a result of these encumbrances,
spending agencies can use MMARS to determine at any given time the amount of their appropriations available for
future commitments.

The Comptroller is responsible for compiling expenditure requests into the certificates for approval by the
Governor’s Council. The Council approves an estimated warrant giving the Treasurer authority to issue payments up
to the amount on the warrant, as long as those payments are otherwise determined by the Comptroller to comply
with state finance law. In preparing these certificates, which become the warrant, the Comptroller’s office has
systems in place to ensure that the necessary moneys for payment have been both appropriated by the Legislature
and allotted by the Governor in each account and sub-account. By law, certain obligations may be placed upon the
warrant even if the supporting appropriation or allotment is insufficient. These obligations include Medicaid
payments, which are mandated by federal law.
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Although state finance law generally does not create priorities among types of payments to be made by the
Commonwealth in the event of a cash shortfall, the Comptroller has developed procedures, in consultation with the
State Treasurer and the Executive Office for Administration and Finance, for prioritizing payments based upon state
finance law and sound fiscal management practices.

Internal Controls. The Comptroller establishes internal control policies and procedures in accordance with
state finance law. Agencies are required to adhere to such policies and procedures. All unaccounted-for variances,
losses, shortages or thefts of funds or property must be reported to the State Auditor, who is authorized to investigate
and recommend corrective action.

Statutory Basis of Accounting. In accordance with state law, the Commonwealth adopts its budget and
maintains financial information on a statutory basis of accounting. Under the statutory basis, tax and departmental
revenues are accounted for on a modified cash basis by reconciling revenue to actual cash receipts confirmed by the
State Treasurer. Certain limited revenue accruals are also recognized, including receivables from federal
reimbursements with respect to paid expenditures. Expenditures are measured on a modified cash basis, including
actual cash disbursements and encumbrances for goods or services received prior to the end of a fiscal year.

For certain programs, such as Medicaid, expenditures are recognized under the statutory basis of
accounting only to the extent of disbursements supported by current-year appropriations. Some prior year services
billed after the start of a fiscal year have been paid from the new fiscal year’s appropriation, in an amount
determined by the specific timing of billings and the amount of prior year funds that remained after June 30 to pay
the prior year’s accrued billings, though this practice may vary from year to year.

GAAP Basis of Accounting. The Comptroller also prepares Commonwealth financial statements on a
GAAP basis. In addition to the primary government, certain independent authorities and agencies of the
Commonwealth are included as component units within the Commonwealth’s reporting entity.

GAAP employs an economic resources management focus and a current financial resources management
focus as two bases for accounting and reporting. Under the economic resources management focus (also called the
“government-wide perspective”) revenues and expenses (different from expenditures) are presented similarly to
private-sector entities. Revenues are recorded when earned and expenses are recorded when a liability is incurred,
regardless of the timing of cash flows. Grants and similar items are recognized as revenues as soon as all eligibility
requirements imposed by the provider have been met. Capital assets, including infrastructure assets net of
depreciation, and the long-term portion of all liabilities are reported on the statement of net position.

Under the current financial resources management focus of GAAP (also called the “fund perspective” or
“modified accrual” basis), the primary emphasis is to demonstrate inter-period equity. Revenues are reported in the
period in which they become both measurable and available. Revenues are considered available when they are
