NEW ISSUES - BOOK-ENTRY ONLY

In the opinion of Hinckley, Allen & Snyder, Bond Counsel, under existing law and assuming continued compliance with
the Internal Revenue Code of 1986, as amended, interest on the Bonds and Notes will not be included in gross income for federal
income tax purposes and will not be an item of tax preference for the purpose of computing the federal alternative minimum tax
imposed on individuals and corporations, although interest on the Bonds and Notes will be taken into account in determining
adjusted current earnings for the purpose of computing the alternative minimum tax imposed upon certain corporations. In the
opinion of Bond Counsel, the Bonds and Notes and the interest thereon are exempt from taxes imposed by existing Massachusetts
laws, although the Bonds and Notes and the interest thereon may be included in the measure of estate and inheritance taxes and
of certain corporation excise and franchise taxes. For federal and Massachusetts tax purposes, interest includes original issue
discount. See "TAX EXEMPTION" herein.

THE COMMONWEALTH OF MASSACHUSETTS

$250,000,000 $240,000,000
General Obligation Bonds General Obligation Notes
Consolidated Loan of 1996, Series B 1996 Series A

The Bonds and the Notes will each be issued by means of a book-entry-only system evidencing ownership and transfer
of the Bonds and the Notes on the records of The Depository Trust Company ("DTC") and its participants. Details of payment
of the Bonds and Notes are more fully described in this Official Statement. The Bonds will bear interest from June 1, 1996 and
interest will be payable on December 1, 1996 and semiannually thereafter on June 1 and December 1 calculated on the basis
of a 360-day year of twelve 30-day months. The Bonds are subject to redemption prior to maturity, as more fully described
herein. Interest on the Notes will be payable at maturity from their dated date calculated on the basis of actual days and a 365-
day year (364/365). The Notes are not subject to redemption prior to maturity.

The Bonds and the Notes will each constitute general obligations of The Commonwealth of Massachusetts (the
"Commonwealth"), and the full faith and credit of the Commonwealth will be pledged to the payment of the principal of and
interest on the Bonds and the Notes. However, for information regarding certain statutory limits on state tax revenue growth
and on expenditures for debt service and regarding dedicated state income tax revenues, see "THE BONDS - Security for the
Bonds," "THE NOTES - Security for the Notes" and "Appendix A - Commonwealth Information Statement" under the headings
"COMMONWEALTH REVENUES - Limitations on Tax Revenues,” "COMMONWEALTH PROGRAMS AND SERVICES -

Debt Service" and "COMMONWEALTH BOND AND NOTE LIABILITIES."

The Bonds and Notes are each offered when, as and if issued and received by the original purchasers, and subject to
the respective unqualified approving opinions as to legality of Hinckley, Allen & Snyder, Boston, Massachusetts, Bond Counsel.
Certain legal matters will be passed upon for the Commonwealth by Mintz, Levin, Cohn, Ferris, Glovsky and Popeo, P.C.,
Boston, Massachusetts, Disclosure Counsel. Settlement of the Bonds is expected at DTC in New York, New York, on or about
June 13, 1996. Settlement of the Notes is expected at DTC in New York, New York, on or about June 11, 1996.

June 5, 1996



THE COMMONWEALTH OF MASSACHUSETTS

$250,000,000
General Obligation Bonds
Consolidated Loan of 1996, Series B

Dated: June 1, 1996 Due: June 1, as shown below
Maturity Amount Interest Rate Price or Yield
1997 $7,645,000 5.00% 3.84%
1998 * 7,920,000 5.00 4.15
1999* 8,260,000 5.00 4.40
2000* 8,630,000 5.00 4.60
2001* 9,030,000 5.00 4.75
2002* 9,460,000 5.25 4.85
2003* 9,920,000 5.50 4.95
2004* 10,410,000 5.50 5.05
2005%* 10,935,000 5.50 5.15
2006* 11,500,000 5.50 5.25
2007* 12,105,000 5.50 5.40
2008* 12,750,000 5.50 100
2009% 13,445,000 5.50 5.60
2010* 14,190,000 5.50 5.70
2011* 14,985,000 5.50 5.80
2012%* 15,835,000 - 5.50 5.85
2013* 16,735,000 5.75 5.90
2014%* 17,700,000 5.75 5.95
2015%* 18,725,000 5.75 6.00
2016 19,820,000 5.75 6.00

(accrued interest from June 1, 1996 to be added)

*Insured by Financial Guaranty Insurance Company. See "BOND INSURANCE."

$240,000,000
General Obligation Notes
1996 Series A

Dated: June 11, 1996 Due: June 10, 1997

Interest Rate: 4.25% Yield: 3.70%

FOR NEW HAMPSHIRE RESIDENTS: THESE SECURITIES HAVE NOT BEEN APPROVED OR
DISAPPROVED BY THE SECURITIES AND EXCHANGE COMMISSION OR ANY STATE SECURITIES
COMMISSION NOR HAS THE SECURITIES AND EXCHANGE COMMISSION OR ANY STATE SECURITIES
COMMISSION PASSED UPON THE ACCURACY OR ADEQUACY OF THIS OFFICIAL STATEMENT. ANY
REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE.




No dealer, broker, salesperson or other person has been authorized by The Commonwealth of
Massachusetts or the original purchasers of the Bonds or the Notes to give any information or to make any
representations, other than those contained in this Official Statement, and if given or made, such other information
or representations must not be relied upon as having been authorized by either of the foregoing. This Official
Statement does not constitute an offer to sell or a solicitation of any offer to buy nor shall there be any sale of the
Bonds or Notes offered hereby by any person in any jurisdiction in which it is unlawful for such person to make
such offer, solicitation or sale. The information set forth herein has been furnished by the Commonwealth and
includes information obtained from other sources which are believed to be reliable, but is not guaranteed as to
accuracy or completeness and is not to be construed as a representation by the original purchasers of the Bonds or
the Notes or, as to information from other sources, the Commonwealth. The information and expressions of opinion
herein are subject to change without notice and neither the delivery of this Official Statement nor any sale made
hereunder shall, under any circumstances, create any implication that there has been no change in the affairs of the
Commonwealth, or its agencies, authorities or political subdivisions, since the date hereof, except as expressly set
forth herein.
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OFFICIAL STATEMENT

THE COMMONWEALTH OF MASSACHUSETTS

$250,000,000 $240,000,000
General Obligation Bonds General Obligation Notes
Consolidated Loan of 1996, Series B 1996 Series A
INTRODUCTION

This Official Statement (including the cover pages and Appendices A through F attached hereto) provides
certain information in connection with the issuance by The Commonwealth of Massachusetts (the "Commonwealth")
of (i) $250,000,000 aggregate principal amount of its General Obligation Bonds, Consolidated Loan of 1996,
Series B (the "Bonds"), and (ii) $240,000,000 aggregate principal amount of its General Obligation Notes, 1996
Series A (the "Notes"). The Bonds and the Notes will each be general obligations of the Commonwealth, and the
full faith and credit of the Commonwealth will be pledged to the payment of the principal of and interest on the
Bonds and the Notes. However, for information regarding certain statutory limits on state tax revenue growth and
expenditures for debt service and regarding dedicated state income tax revenues, see "THE BONDS -- Security for
the Bonds," "THE NOTES -- Security for the Notes" and "Appendix A - Commonwealth Information Statement"
under the headings "COMMONWEALTH REVENUES -- Limitations on Tax Revenues," "COMMONWEALTH PROGRAMS
AND SERVICES -- Debt Service" and "COMMONWEALTH BOND AND NOTE LIABILITIES. "

The Bonds are being issued to finance certain authorized capital projects of the Commonwealth. See "THE
BONDS - Application of Proceeds of the Bonds."

The Notes are being issued by the Commonwealth pursuant to Chapter 161A of the Massachusetts General
Laws ("Chapter 161A") to reimburse the Commonwealth for payments made to the Massachusetts Bay
Transportation Authority (the "Authority” or "MBTA") on account of the MBTA’s net cost of service. See "THE
NOTES -- Financing of the MBTA."

Purpose and Content of Official Statement

This Official Statement describes the terms and use of proceeds of, and security for, the Bonds and the
Notes. This introduction is subject in all respects to the additional information contained in this Official Statement,
including Appendices A through F. All descriptions of documents contained herein are only summaries and are
qualified in their entirety by reference to each such document.

Attached hereto as Appendix A is the Commonwealth Information Statement, dated February 16, 1996,
as supplemented as of June 5, 1996 (the "Commonwealth Information Statement"), which contains certain fiscal,
budgetary, financial and other general information concerning the Commonwealth. Exhibit A to the Commonwealth
Information Statement contains certain economic information concerning the Commonwealth. Exhibits B and C to
the Commonwealth Information Statement contain the financial statements of the Commonwealth for the fiscal year
ended June 30, 1995, prepared on a statutory basis and a GAAP basis, respectively. Appendix B attached hereto
contains the proposed form of legal opinion of Bond Counsel with respect to the Bonds. Appendix C attached hereto
contains the proposed form of legal opinion of Bond Counsel with respect to the Notes. Appendix D attached hereto
contains the proposed form of the Commonwealth’s continuing disclosure undertakings to be included in the form
of the Bonds and Notes, respectively, to facilitate compliance by the underwriters with the requirements of
paragraph (b)(5) of Rule 15¢2-12 of the Securities and Exchange Commission. Appendix E attached hereto contains
a specimen of the bond insurance policy to be issued with respect to the Bonds.



THE BONDS
(eneral

The Bonds will be dated June 1, 1996 and will bear interest from such date payable semiannually on
December 1 and June 1 of each year, commencing December 1, 1996 (each an "Interest Payment Date") until the
principal amount is paid. The Bonds will mature on June 1 in the years and in the aggregate principal amounts,
and shall bear interest at the rates per annum (calculated on the basis of a 360-day year of twelve 30-day months),
as set forth on the inside cover page of this Official Statement. The Commonwealth will act as its own paying agent
with respect to the Bonds.

Book-Entry-Only System. The Bonds will be issued by means of a book-entry-only system, with one bond
certificate for each maturity immobilized at The Depository Trust Company, New York, New York ("DTC"). The
certificates will not be available for distribution to the public and will evidence ownership of the Bonds in principal
amounts of $5,000 or integral multiples thereof. Transfers of ownership will be effected on the records of DTC
and its participants pursuant to rules and procedures established by DTC and its participants. Interest and principal
due on the Bonds will be paid in clearinghouse funds to DTC or its nominee as registered owner of the Bonds. The
record date for payments on account of the Bonds will be the business day next preceding an Interest Payment Date.
As long as the book-entry-only system remains in effect, DTC or its nominee will be recognized as the owner of
the Bonds for all purposes, including notices and voting. The Commonwealth will not be responsible or liable for
maintaining, supervising or reviewing the records maintained by DTC, its participants or persons acting through
such participants. See "BOOK-ENTRY ONLY SYSTEM."

Redemption

The Bonds maturing on or prior to June 1, 2006 will not be subject to redemption prior to their stated
maturity dates.

Optional Redemption. The Bonds maturing on or after June 1, 2007 will be subject to redemption prior
to their stated maturity dates on or after June 1, 2006 at the option of the Commonwealth from any moneys legally
available therefor, in whole or in part at any time, by lot, at the redemption prices (expressed as percentages of the
principal amount thereof) plus accrued interest to the redemption date, as follows:

Redemption Dates Redemption Prices
June 1, 2006 through May 31, 2007, inclusive 101%
June 1, 2007 through May 31, 2008, inclusive 100%
June 1, 2008 and thereafter 100

Mandatory Redemption. The Bonds are not subject to mandatory redemption.

Notice of Redemption. The Commonwealth shall give notice of redemption to the owners of the Bonds not
less than 30 days prior to the date fixed for redemption. So long as the book-entry-only system remains in effect
for the Bonds, notices of redemption will be mailed by the Commonwealth only to DTC or its nominee. Any failure
on the part of DTC, any DTC participant, or any nominee of a beneficial owner of any Bond (having received
notice from a DTC participant or otherwise) to notify the beneficial owner so affected, shall not affect the validity
of the redemption.

On the specified redemption date, all Bonds called for redemption shall cease to bear interest, provided the
Commonwealth has moneys on hand to pay such redemption in full.




Selection for Redemption. In the event that less than all of any maturity of the Bonds is to be redeemed,
and so long as the book-entry-only system remains in effect for such Bonds, the particular Bonds or portion of any
such Bonds of a particular maturity to be redeemed will be selected by DTC by lot. If the book-entry-only system
no longer remains in effect for the Bonds, selection for redemption of less than all of any one maturity of the Bonds
will be made by the Commonwealth by lot in such manner as in its discretion it shall deem appropriate and fair.
For purposes of selection by lot within a maturity, each $5,000 of principal amount of a Bond will be considered
a separate Bond.

Application of Proceeds of the Bonds

The Bonds are being issued pursuant to the provisions of Section 49 of Chapter 29 of the Massachusetts
General Laws and bond authorizations contained in various special laws enacted by the legislature. The net proceeds
of the sale of the Bonds will be applied by the Treasurer and Receiver-General of the Commonwealth (the "State
Treasurer") to the various purposes for which the issuance of bonds has been authorized pursuant to such special
laws, to the payment of bond anticipation notes previously issued for such purposes or to reimburse the state
treasury for expenditures previously made pursuant to such laws. Any accrued interest payable upon original
delivery of the Bonds will be credited ratably to the funds from which debt service on the Bonds is paid and will
be used to pay interest on the Bonds. Any premium received by the Commonwealth upon original delivery of the
Bonds will be applied to the costs of issuance thereof and other financing costs related thereto or, without
appropriation, to the payment of the principal of or sinking fund installments with respect to the Bonds.

The purposes for which the Bonds will be issued have been authorized by the legislature under various bond
authorizations and are included within the current five-year capital spending plan established by the Governor (the
"Capital Spending Plan"). The Capital Spending Plan, which is an administrative guideline and is subject to
amendment by the Governor at any time, sets forth capital spending allocations over the next five fiscal years and
establishes annual capital spending limits. The proceeds of the Bonds are to be applied in fiscal year 1996 to certain
projects included within the categories of capital expenditures contained in the Capital Spending Plan. See
"Appendix A - Commonwealth Information Statement" under the headings "COMMONWEALTH BUDGET, FINANCIAL
MANAGEMENT AND CONTROLS - Overview of Capital Spending Process and Controls; Five-Year Capital Spending
Plan" and "COMMONWEALTH BOND AND NOTE LIABILITIES - Authorized But Unissued Debt. "

Security for the Bonds

The Bonds will be general obligations of the Commonwealth to which its full faith and credit will be
pledged for the payment of principal and interest when due. However, it should be noted that Chapter 62F of the
Massachusetts General Laws imposes a state tax revenue growth limit and does not exclude principal and interest
payments on Commonwealth debt obligations from the scope of the limit. It should be noted further that
Section 60B of Chapter 29 of the Massachusetts General Laws imposes an annual limitation on the percentage of
total appropriations that may be expended for payment of interest and principal on general obligation debt of the
Commonwealth. These statutes are both subject to amendment or repeal by the Legislature. Currently, both actual
tax revenue growth and annual general obligation debt service are below the statutory limits. See "Appendix A -
Commonwealth Information Statement" under the headings "COMMONWEALTH REVENUES -- Limitations on Tax
Revenues" and "COMMONWEALTH PROGRAMS AND SERVICES -- Debt Service." In addition, the Commonwealth has
pledged up to 15% of its income tax receipts to secure approximately $619:0 million of the Commonwealth’s
outstanding Fiscal Recovery Bonds, the debt service on which amounts to approximately $279 million per year in
fiscal 1996 and fiscal 1997, and $130 million in fiscal 1998, at which time the final maturity of the Fiscal Recovery
Bonds will be paid. See "Appendix A - Commonwealth Information Statement" under the heading
"COMMONWEALTH BOND AND NOTE LIABILITIES -- General Obligation Debt; Dedicated Income Tax Debt."



The Commonwealth has waived its sovereign immunity and consented to be sued on contractual obligations,
including the Bonds, and all claims with respect thereto. However, the property of the Commonwealth is not
subject to attachment or levy to pay a judgment, and the satisfaction of any judgment generally requires legislative
appropriation. Enforcement of a claim for payment of principal of or interest on the Bonds may also be subject to
the provisions of federal or Commonwealth statutes, if any, hereafter enacted extending the time for payment or
imposing other constraints upon enforcement, insofar as the same may be constitutionally applied. The United
States Bankruptcy Code is not applicable to the Commonwealth. Under Massachusetts law, the Bonds have all of
the qualities and incidents of negotiable instruments under the Uniform Commercial Code. The Bonds are not
subject to acceleration.

BOND INSURANCE

The Bond Underwriters (as defined herein) have contracted with Financial Guaranty Insurance Company
(the "Insurer") for the issuance of a municipal bond new issue insurance policy to secure the Bonds maturing on
June 1, 1998 through June 1, 2015 (collectively, the "Insured Bonds"). The issuance of such a policy is not a
condition to the issuance and delivery of the Bonds by the Commonwealth to the Bond Underwriters. The following
information has been furnished by the Insurer for use in this Official Statement. Reference is made to Appendix
E for a specimen of the Insurer’s policy.

Concurrently with the issuance of the Insured Bonds, the Insurer will issue its Municipal Bond New Issue
Insurance Policy for the Insured Bonds (the "Policy"). The Policy unconditionally guarantees the payment of that
portion of the principal of and interest on the Insured Bonds which has become due for payment, but shall be unpaid
by reason of nonpayment by the Commonwealth. The Insurer will make such payments to State Street Bank and
Trust Company, N.A., or its successor as its agent (the "Fiscal Agent"), on the later of the date on which such
principal and interest is due or on the business day next following the day on which the Insurer shall have received
telephonic or telegraphic notice, subsequently confirmed in writing, or written notice by registered or certified mail,
from an owner of Insured Bonds of the nonpayment of such amount by the Commonwealth. The Fiscal Agent will
disburse such amount due on any Insured Bond to its owner upon receipt by the Fiscal Agent of evidence
satisfactory to the Fiscal Agent of the owner’s right to receive payment of the principal and interest due for payment
and evidence, including any appropriate instruments of assignment, that all of such owner’s rights to payment of
such principal and interest shall be vested in the Insurer. The term "nonpayment” in respect of a Insured Bond
includes any payment of principal or interest made to an owner of a Insured Bond which has been recovered from
such owner pursuant to the United States Bankruptcy Code by a trustee in bankruptcy in accordance with a final,
nonappealable order of a court having competent jurisdiction.

The Policy is non-cancellabls and the premium will be fully paid at the time of delivery of the Insured
Bonds. The Policy covers failure to pay principal of the Insured Bonds on their respective stated maturity dates,
or dates on which the same shall have been duly called for mandatory sinking fund redemption, and not on any other
date on which the Insured Bonds may have been accelerated, and covers the failure to pay an installment of interest
on the stated date for its payment.

This Official Statement contains a section regarding the ratings assigned to the Insured Bonds and references
should be made to such section for a discussion of such ratings and the basis for their assignment to the Insured
Bonds. Reference should be made to the description of the Commonwealth and the Insured Bonds for a discussion
of the ratings, if any, assigned to such entity’s outstanding parity debt that is not secured by credit enhancement and
the circumstances, if any, under which the Commonwealth is required to provide additional or substitute credit
enhancement, and related matters.

The Policy is not covered by the Property/Casualty Insurance Security Fund specified in Article 76 of the
New York Insurance Law.




The Insurer is a wholly-owned subsidiary of FGIC Corporation (the "Corporation"), a Delaware holding
company. The Corporation is a subsidiary of General Electric Capital Corporation ("GE Capital"). Neither the
Corporation nor GE Capital is obligated to pay the debts of or the claims against the Insurer. The Insurer is a
monoline financial guaranty insurer domiciled in the State of New York and subject to regulation by the State of
New York Insurance Department. As of March 31, 1996, the total capital and surplus of the Insurer was
approximately $1,032,675,000. The Insurer prepares financial statements on the basis of both statutory accounting
principles and generally accepted accounting principles. Copies of such financial statements may be obtained by
writing to Financial Guaranty at 115 Broadway, New York, New York 10006, Attention: Communications
Department (telephone number: (212) 312-3000) or to the New York State Insurance Department at 160 West
Broadway, 18th Floor, New York, New York 10013, Attention: Financial Condition Property/Casualty Bureau
(telephone number: (212) 602-0389).

THE NOTES

Details of the Notes

The Notes will be dated June 11, 1996 and will be due and payable as to both principal and interest on
June 10, 1997. The Notes will not be redeemable prior to maturity and will bear interest, calculated on the basis
of actual days and a 365-day year (364/365), at such rate per annum as is specified on the inside cover page hereof.
A book-entry system will be employed, evidencing ownership of the Notes in principal amounts of $5,000 or
integral multiples thereof, with transfers of ownership effected on the records of DTC and its participants pursuant
to rules and procedures established by DTC and its participants. See "BOOK-ENTRY-ONLY SYSTEM."

Application of Proceeds of the Notes

The proceeds of the Notes, exclusive of accrued interest and premium (if any) received upon the delivery
thereof, will be deposited in the General Fund of the Commonwealth to reimburse it for funds expended (in
anticipation of the issuance of the Notes) by the State Treasurer to make payments to the MBTA on account of the
MBTA'’s net cost of service. The MBTA used the proceeds of such payments to finance its current expenses
(including the payment of notes of the MBTA when due). See "Financing of MBTA -- State Payment of Net Cost
of Service and State Borrowing." Upon said deposit, the proceeds of the Notes will be expended from the General
Fund for current expenses of the Commonwealth. Any premium received on the sale of the Notes will be applied
to the costs of issuance thereof and other financing costs related thereto or, without appropriation, to the payment
of the principal of the Notes.

Security for the Notes

The Notes will be general obligations of the Commonwealth to which its full faith and credit will be
pledged for the payment of principal and interest when due. However, it should be noted that Chapter 62F of the
Massachusetts General Laws imposes a state tax revenue growth limit and does not exclude principal and interest
payments on Commonwealth debt obligations from the scope of the limit. It should be noted further that
Section 60B of Chapter 29 of the Massachusetts General Laws imposes an annual limitation on the percentage of
total appropriations that may be expended for payment of interest and principal on general obligation debt of the
Commonwealth. These statutes are both subject to amendment or repeal by the Legislature. Currently, both actual
tax revenue growth and annual general obligation debt service are below the statutory limits. See "Appendix A -
Commonwealth Information Statement" under the headings "COMMONWEALTH REVENUES -- Limitations on Tax
Revenues" and "COMMONWEALTH PROGRAMS AND SERVICES -- Debt Service."



In addition, the Commonwealth has pledged up to 15% of its income tax receipts to secure approximately
$619.0 million of the Commonwealth’s Fiscal Recovery Bonds, the debt service on which amounts to approximately
$279 million per year in fiscal 1996 and fiscal 1997, and $130 million in fiscal 1998, at which time the final
maturity of the Fiscal Recovery Bonds will be paid. See "Appendix A - Commonwealth Information Statement"
under the heading "COMMONWEALTH BOND AND NOTE LIABILITIES -- General Obligation Debt; Dedicated Income
Tax Debt."

The Commonwealth has waived its sovereign immunity and consented to be sued on contractual obligations,
including the Notes and all claims with respect thereto. However, the property of the Commonwealth is not subject
to attachment or levy to pay a judgment, and the satisfaction of any judgment generally requires legislative
appropriation. Enforcement of a claim for payment of principal of or interest on the Notes may also be subject to
the provisions of federal or Commonwealth statutes, if any, hereafter enacted extending the time for payment or
imposing other constraints upon enforcement, insofar as the same may be constitutionally applied. The United
States Bankruptcy Code is not applicable to the Commonwealth. Under Massachusetts law, the Notes have all of
the qualities and incidents of negotiatle instruments under the Uniform Commercial Code. The Notes are not

subject to acceleration.
Financing of the MBTA

The MBTA was created in 1964 by Chapter 161A and is a body politic and corporate and a political
subdivision of the Commonwealth. The territorial area of the MBTA consists of 78 cities and towns in the greater
Boston metropolitan area. The MBTA finances and operates mass transportation facilities within this territory and
to a limited extent outside its territory and is authorized to enter into agreements for providing mass transportation
service by private companies, including railroads. The affairs of the MBTA are managed by a board of seven
directors. The Secretary of the Executive Office of Transportation and Construction serves as chairman of the board
of directors. The other six directors are appointed by the Governor of the Commonwealth to serve terms
coterminous with that of the Governor. The directors have the power to appoint and employ a general manager.
Chapter 161A also provides for an Advisory Board, consisting of a representative of each of the cities and towns
constituting the MBTA, which has certain specified powers, including the power to approve the MBTA’s budget
or subject it to itemized reductions and to approve the appointment of a general manager.

Section 12 of Chapter 161A directs the State Treasurer to pay to the MBTA annually the net cost of service
(current expenses, including debt service and lease obligations, minus current income) incurred by the MBTA in
providing its mass transportation services. If the MBTA at any time lacks sufficient cash to make the payments
required of it in the course of its duties, Section 13 of Chapter 161A provides that it may require the
Commonwealth to pay it an amount not exceeding its estimated net cost of service for the year to date. If at any
time the MBTA lacks funds to pay any bond or note issued or assumed by it (other than a Commonwealth
guaranteed bond anticipation note), Section 13 also provides that the MBTA shall requisition the required amount
from the Commonwealth. In order to make the payments required by Sections 12 and 13, the State Treasurer is
authorized by Section 12 to issue general obligation temporary notes of the Commonwealth in an amount sufficient
to make such payments and to pay interest on the notes and costs of the issue. Because of the provision in
Proposition 2 1/2 limiting the amount which can be assessed on account of the MBTA’s operations on the cities and
towns in the territory of the MBTA, the making by the Commonwealth of a payment required by Section 12 or 13,
and the ability of the State Treasurer to issue notes of the Commonwealth therefor, may, to the extent any such
payment or payments would exceed the amount that could be assessed on the cities and towns, be subject to
legislative appropriation of the necessary funds. No further such legislative appropriation is needed with respect
to the Notes or the application of their proceeds.

Since the MBTA regularly incurs a net cost of service, it is necessary to meet its accruing net cost of
service during the year. It has been the general practice of the MBTA to obtain such funds by its own temporary
borrowing or advances from the State Treasurer on account of the current year’s net cost of service during the year

e —



and then, in the following year, to requisition from the Commonwealth reimbursement of the balance of its net cost
of service not already advanced.

LITIGATION

No litigation is pending or, to the knowledge of the Attorney General, threatened against or affecting the
Commonwealth seeking to restrain or enjoin the issuance, sale or delivery of the Bonds or the Notes or in any way
contesting or affecting the validity of the Bonds or the Notes.

There are pending in courts within the Commonwealth various suits in which the Commonwealth is a
defendant. In the opinion of the Attorney General, no litigation is pending or, to his knowledge, threatened which
is likely to result, either individually or in the aggregate, in final judgments against the Commonwealth that would
affect materially its financial condition. For a description of certain litigation affecting the Commonwealth, see
"Appendix A - Commonwealth Information Statement" under the heading "LITIGATION. "

BOOK-ENTRY-ONLY SYSTEM

DTC will act as securities depository for the Bonds and the Notes. The Bonds will initially be issued
exclusively in book-entry form and one fully registered Bond for each maturity set forth on the inside cover page
hereof, each in the aggregate principal amount of such maturity, will be deposited with DTC. The Notes will
initially be issued by a book-entry system, evidencing ownership of the Notes in principal amounts as described
above, with no physical distribution of Notes made to the public.

DTC is a limited-purpose trust company organized under the New York Banking Law, a "banking
organization" within the meaning of the New York Banking Law, a member of the Federal Reserve System, a
“clearing corporation" within the meaning of the New York Uniform Commercial Code and a “clearing agency"
registered pursuant to the provisions of Section 17A of the Securities Exchange Act of 1934, as amended. DTC
holds securities that its participants (the "DTC Participants") deposit with DTC. DTC also facilitates the settlement
among DTC Participants of securities transactions, such as transfers and pledges, in deposited securities through
electronic computerized book-entry changes in accounts of the DTC Participants, thereby eliminating the need for
physical movement of securities certificates. DTC Participants include securities brokers and dealers, banks, trust
companies, clearing corporations and certain other organizations. DTC is owned by a number of the DTC
Participants and by the New York Stock Exchange, Inc., the American Stock Exchange, Inc. and the National
Association of Securities Dealers, Inc. Access to the DTC system is also available to others such as banks,
securities brokers and dealers, and trust companies that clear through or maintain a custodial relationship with a
DTC Participant, either directly or indirectly (the "Indirect Participants"). The rules applicable to DTC and the
DTC Participants are on file with the Securities and Exchange Commission.

Purchases of Bonds or Notes under the DTC system must be made by or through DTC Participants, which
will receive a credit for the Bonds or Notes, as applicable, in the records of DTC. The ownership interest of each
actual purchaser of each Bond or Note (the "Beneficial Owner") is in turn to be recorded on the DTC Participants’
and Indirect Participants’ records. Beneficial Owners will not receive written confirmation from DTC of their
purchase, but Beneficial Owners are expected to receive written confirmations of their purchase providing details
of the Bonds or Notes acquired, as well as periodic statements of their holdings, from the DTC Participant or
Indirect Participant through which the Beneficial Owner entered into the transaction. Transfers of ownership
interests in the Bonds or Notes will be accomplished by entries made on the books of DTC Participants acting on
behalf of the Beneficial Owners. Beneficial Owners will not receive certificates representing their ownership
interests in the Bonds or Notes, except in the event that use of the book-entry system is discontinued.



To facilitate subsequent transfers, all Bonds or Notes deposited by DTC Participants with DTC are
registered in the name of DTC’s partnership nominee, Cede & Co. The deposit of the Bonds or Notes with DTC
and their registration in the name of Cede & Co. effect no change in beneficial ownership. DTC has no knowledge
of the actual Beneficial Owners of the Bonds or Notes; DTC’s records reflect only the identity of the DTC
Participants to whose accounts such Bonds and Notes are credited, which may or may not be the Beneficial Owners.
The DTC Participants will remain responsible for keeping account of their holdings on behalf of their customers.

Conveyance of notices and other communications by DTC to DTC Participants, by DTC Participants to
Indirect Participants and by DTC Participants and Indirect Participants to Beneficial Owners will be governed by
arrangements among them, subject to any statutory or regulatory requirements as may be in effect from time to
time.

Redemption notices shall be sent to Cede & Co. If less than all of the Bonds are being redeemed, DTC’s
practice is to determine by lot the amount of the interest of each DTC Participant in such issue to be redeemed.

Neither DTC nor Cede & Co. will consent or vote with respect to the Bonds or Notes. Under its usual
procedures, DTC mails an omnibus proxy to the Commonwealth as soon as possible after the record date. The
omnibus proxy assigns Cede & Co.’s voting rights to those DTC Participants having the Bonds or Notes credited
to their accounts on the record date (identified in a listing attached to the omnibus proxy).

THE COMMONWEALTH WILL NOT HAVE ANY RESPONSIBILITY OR OBLIGATION TO THE
DTC PARTICIPANTS, THE INDIRECT PARTICIPANTS OR THE BENEFICIAL OWNERS WITH
RESPECT TO THE ACCURACY OF ANY RECORDS MAINTAINED BY DTC OR BY ANY DTC
PARTICIPANT OR INDIRECT PARTICIPANT, THE PAYMENT OF OR THE PROVIDING OF NOTICE
TO THE DTC PARTICIPANTS, THE INDIRECT PARTICIPANTS OR THE BENEFICIAL OWNERS OR
WITH RESPECT TO ANY OTHER ACTION TAKEN BY DTC AS BOND OR NOTE OWNER.

Beneficial Owners of the Bonds and Notes will not receive or have the right to receive physical delivery
of such Bonds or Notes, and will not be or be considered to be the registered owners thereof. So long as Cede &
Co. is the registered owner of the Eonds or Notes, as nominee of DTC, references herein to the holders or
registered owners of the Bonds shall mean Cede & Co. and shall not mean the Beneficial Owners of the Bonds or
Notes, except as otherwise expressly provided herein.

DTC may discontinue providing its services as securities depository with respect to the Bonds or Notes at
any time by giving reasonable notice to the Commonwealth. Under such circumstances, unless a substitute
depository is retained by the Commonwealth, Bonds or Notes will be delivered and registered as designated by the
Beneficial Owners. The Beneficial Owner, upon registration of Bonds or Notes held in the Beneficial Owner’s
name, will become the Bondholder or Noteholder.

The Commonwealth may determine that continuation of the system of book-entry transfers through DTC
(or a successor depository) is not in the best interest of the Beneficial Owners. In such event, Bonds or Notes will
be delivered and registered as designated by the Beneficial Owners.

The principal of and interest and premium, if any, on the Bonds and Notes will be paid to DTC or its
nominee, Cede & Co., as registered owner of the Bonds and Notes. Upon receipt of moneys, DTC’s practice is
to credit the accounts of the DTC Participants on the payable date in accordance with their respective holdings
shown on the records of DTC unless DTC has reason to believe it will not receive payment on the payable date.
Payments by DTC Participants and Indirect Participants to Beneficial Owners will be governed by standing
instructions and customary practices, as is now the case with municipal securities held for the accounts of customers
in bearer form or registered in nstreat name," and will be the responsibility of such DTC Participant or Indirect
Participant and not DTC or the Commonwealth, subject to any statutory and regulatory requirements as may be in
effect from time to time. Payment of the principal of and interest and premium, if any, on the Bonds and Notes
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to DTC is the responsibility of the Commonwealth; disbursement of such payments to DTC Participants and Indirect
Participants shall be the responsibility of DTC; and disbursement of such payments to Beneficial Owners shall be
the responsibility of the DTC Participants and the Indirect Participants.

The Commonwealth cannot give any assurances that DTC Participants or others will distribute payments
of principal of and interest on the Bonds and Notes paid to DTC or its nominee, as the registered owner, to the
Beneficial Owners, or that they will do so on a timely basis or that DTC will serve and act in a manner described
in this document.

THE INFORMATION IN THIS SECTION CONCERNING DTC AND DTC’S BOOK-ENTRY
SYSTEM HAS BEEN OBTAINED FROM SOURCES THAT THE COMMONWEALTH BELIEVES TO BE
RELIABLE, BUT THE COMMONWEALTH TAKES NO RESPONSIBILITY FOR THE ACCURACY
THEREOF.

RATINGS

Fitch Investors Service, Inc., Moody’s Investors Service, Inc. and Standard & Poor’s Ratings Group will
assign their municipal bond ratings of "AAA," "Aaa" and "AAA," respectively, to the Insured Bonds with the
understanding that upon delivery of such Bonds, a municipal bond new issue insurance policy insuring the payment
when due of the principal of and interest on the Insured Bonds will be issued by Financial Guaranty Insurance

Company.

The Bonds, other than the Insured Bonds, have been assigned ratings by Fitch Investors Service, L.P.,
Moody’s Investors Service, Inc. and Standard & Poor’s Ratings Group. The rating assigned by Fitch Investors
Service, L.P. is "A+," the rating assigned by Moody’s Investors Service, Inc. is "Al," and the rating assigned by
Standard & Poor’s Ratings Group is "A+."

The Notes have been assigned ratings by Fitch Investors Service, Inc., Moody’s Investors Service, Inc.
and Standard & Poor’s Ratings Group. The rating assigned by Fitch Investors Service, Inc. is "F-1," the rating
assigned by Moody’s Investors Service, Inc. is "MIG 1," and the rating assigned by Standard & Poor’s Ratings
Group is "SP-1."

Such ratings reflect only the respective views of such organizations, and an explanation of the significance
of such ratings may be obtained from the rating agency furnishing the same. There is no assurance that a rating
will continue for any given period of time or that a rating will not be revised or withdrawn entirely by any or all
of such rating agencies, if, in its or their judgment, circumstances so warrant. Any downward revision or
withdrawal of a rating could have an adverse effect on the market prices of the Bonds or Notes.

TAX EXEMPTION

Hinckley, Allen & Snyder, Bond Counsel, is of the opinion that, under existing law, except as described
below, interest on the Bonds and Notes is not included in gross income for federal income tax purposes. Interest
on obligations such as the Bonds and Notes is not an item of tax preference for the purpose of computing the
alternative minimum tax imposed on individuals and corporations under the Internal Revenue Code of 1986, as
amended (the "Code"), but such interest is taken into account in determining adjusted current earnings for the
purpose of computing the alternative minimum tax imposed upon certain corporations. See "Appendix B - Form
of Bond Counsel Opinion with respect to Bonds" and "Appendix C - Form of Bond Counsel Opinion with respect

to Notes."



The Code imposes certain requirements and restrictions on the use, expenditure and investment of proceeds
of state and local governmental obligations, including the Bonds and Notes, and a requirement for payment to the
federal government (called a "rebate") of certain proceeds derived from the investment thereof. Failure to comply
with the Code’s requirements subsequent to the issuance of the Bonds or Notes could cause interest on the Bonds
or Notes to become subject to federal income taxation, retroactive to the date of their issuance. On or before
delivery of the Bonds and Notes to the original purchasers, the Commonwealth will provide covenants or certificates
evidencing that it will take all lawful action necessary to comply with those provisions of the Code that, except for
such compliance, would affect adversely the excludability of interest on the Bonds and Notes from gross income
for federal income tax purposes. Bond Counsel’s opinion with respect to the federal income tax treatment of interest
on the Bonds and Notes is conditioned upon such compliance. Bond Counsel has not opined as to other federal tax
consequences, if any, resulting from holding the Bonds or the Notes.

Potential purchasers should be aware, however, of other collateral consequences that may result under the
federal tax law for certain holders of the Bonds and Notes. Interest on the Bonds and Notes is included in the
measure of the environmental tax and the foreign branch profits tax imposed upon corporations and may be included
in passive investment income subject to federal income taxation under provisions of the Code applicable to certain
S corporations. The Code further provides that interest on the Bonds and Notes may be includable in the modified
adjusted gross income of certain recipients of Social Security and Railroad Retirement benefits for the purpose of
determining whether a portion of such benefits shall be included in the taxable income of such recipients. In
addition, certain otherwise deductible underwriting losses of property and casualty insurance companies will be
reduced by a portion of the interest received by such companies on the Bonds and Notes, and no deduction will be
allowed for interest on indebtedness incurred or continued to purchase or carry the Bonds or Notes or, in the case
of a financial institution, that portion of such institution’s interest expense that is allocated to interest on the Bonds
and Notes.

In the opinion of Bond Counsel, the Bonds and Notes and the interest thereon are exempt from taxes
imposed by existing Massachusetts laws, although the Bonds and Notes and the interest thereon may be included
in the measure of estate and inheritance taxes and of certain corporation excise and franchise taxes. Bond Counsel
has not opined as to the taxability of the Bonds and Notes or the interest thereon under the laws of jurisdictions
other than the Commonwealth.

For federal and Massachusetts tax purposes, interest includes original issue discount, which with respect
to a Bond or Note is equal to the excess, if any, of the stated redemption price at maturity of such Bond or Note
over the initial offering price thereof to the public, excluding underwriters and other intermediaries, at which price
a substantial amount of all Bonds and Notes with the same maturity was sold. Original issue discount accrues
actuarially over the term of a Bond or Note. Holders should consult their own tax advisers with respect to the
computation of original issue discount on such accruals of interest during the period in which any such Bond or Note
is held.

On the date of delivery of the Bonds and Notes, the original purchasers will be furnished with an opinion
of Bond Counsel substantially in the forms attached hereto as "Appendix B - Form of Bond Counsel Opinion with
respect to Bonds" and "Appendix C - Form of Bond Counsel Opinion with respect to Notes. "

OPINIONS OF COUNSEL

The unqualified approving opinions as to the legality of the Bonds and Notes will be rendered by Hinckley,
Allen & Snyder of Boston, Massachusetts, Bond Counsel to the State Treasurer. The proposed forms of the
opinions of Bond Counsel relating to the Bonds and Notes are attached as Appendix B and Appendix C,
respectively. Certain legal matters will be passed upon for the State Treasurer by Mintz, Levin, Cohn, Ferris,
Glovsky and Popeo, P.C. of Boston, Massachusetts, as Disclosure Counsel.
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COMPETITIVE SALE OF BONDS

After competitive bidding on June 5, 1996, the Bonds were awarded to a group of underwriters (the "Bond
Underwriters") led by J.P. Morgan Securities Inc. The Bond Underwriters have supplied the information as to the
public offering yields or prices of the Bonds set forth on the inside cover hereof, If all of the Bonds are resold to
the public at such yields or prices, the Bond Underwriters have informed the Commonwealth that they anticipate
the total underwriter compensation, net of amounts to be applied to insurance, to be $1,191,300. The Bond
Underwriters may change the public offering yields or prices from time to time.

COMPETITIVE SALE OF NOTES

After competitive bidding on June 5, 1996, the Notes were awarded by the Commonwealth in the amounts,
to the purchasers and at aggregate purchase prices and were initially offered to the public at prices resulting in
reoffering yields as follows:

Purchase Reoffering
Amount Purchaser Price Yield
$ 50,000,000 Smith Barney Inc. $ 50,245,001 3.70%
100,000,000 Merrill Lynch & Co. 100,488,600 3.70
90,000,000 Merrill Lynch & Co. 90,421,740 3.70

CONTINUING DISCLOSURE

In order to assist bidders in complying with paragraph (b)(5) of Rule 15¢2-12, the Commonwealth will
undertake in the Bonds to provide annual reports and notices of certain events and in the Notes to provide notices
of certain events. A description of these undertakings is set forth in Appendix D attached hereto.

For information concerning the availability of certain other financial information from the Commonwealth,
see "Appendix A -- Commonwealth Information Statement" under the heading "CONTINUING DISCLOSURE. "

MISCELLANEOUS

Any provisions of the constitution of the Commonwealth, of all general and special laws and of other
documents set forth or referred to in this Official Statement are only summarized, and such summaries do 1ot
purport to be complete statements of any of such provisions. Only the actual text of such provisions can be relied
upon for completeness and accuracy.

_ All estimates and assumptions in this Official Statement have been made on the best information available
and are believed to be reliable, but no representations whatsoever are made that such estimates and assumptions are
correct. So far as any statements in this Official Statement involve any matters of opinion, whether or not expressly
so stated, they are intended merely as such and not as representations of fact. The various tables may not add due
to rounding of figures.

The information, estimates and assumptions and expressions of opinion in this Official Statement are subject

to change without notice. Neither the delivery of this Official Statement nor any sale made pursuant to this Official
Statement shall, under any circumstances, create any implication that there has been no change in the affairs of the
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Commonwealth or its agencies, authorities or political subdivisions since the date of this Official Statement, except
as expressly stated.

AVAILABILITY OF OTHER INFORMATION

Questions regarding this Official Statement or requests for additional financial information concerning the
Commonwealth should be directed to Kenneth Olshansky, Deputy Treasurer, Office of the Treasurer and Receiver-
General, One Ashburton Place, 12th floor, Boston, Massachusetts 02108, telephone 617/367-3900, or Lowell
Richards, Assistant Secretary for Capital Resources, Executive Office for Administration and Finance, State House,
Room 373, Boston, Massachusetts 02133, telephone 617/727-2040. Questions regarding legal matters relating to
this Official Statement, the Bonds and the Notes should be directed to Richard J. Tetrault, Esq., Hinckley, Allen
& Snyder, One Financial Center, Suite 4600, Boston, Massachusetts 02111, telephone 617/345-9000.

THE COMMONWEALTH OF MASSACHUSETTS

By__/s/ Joseph D. Malone
Joseph D. Malone
Treasurer and Receiver-General

By__/s/ Charles D. Baker
Charles D. Baker
Secretary of Administration and Finance

June 5, 1996

T3/626828.1
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THE COMMONWEALTH OF MASSACHUSETTS

INFORMATION STATEMENT SUPPLEMENT

June 5, 1996

This supplement to the Information Statement of The Commonwealth of Massachusetts (the
"Commonwealth") dated February 16, 1996 (the "Commonwealth Information Statement") is dated June 5, 1996
(the "June 5, 1996 Supplement") and contains information which updates the information contained in the
Commonwealth Information Statement. The June 5, 1996 Supplement and the Commonwealth Information
Statement must be read collectively and in their entirety in order to obtain the appropriate fiscal, financial and
economic information concerning the Commonwealth through June 5, 1996. All capitalized terms not otherwise
defined in this June 5, 1996 Supplement shall have the meanings ascribed to them in the Commonwealth Information

Statement.

Exhibits B and C to the Information Statement contain the Commonwealth’s fiscal 1995 combined financial
statements (statutory basis) and fiscal 1995 general purpose financial statements (GAARP basis), respectively.

RECENT DEVELOPMENTS

The Government

Of the eight bills filed by the Governor on January 23, 1996 under Amendment Article 87 of the state
constitution in connection with his government reorganization plan, two became law in March., Pursuant to such
laws, effective July 1, 1996, the number of Executive Offices will be reduced from eleven to six, with the
elimination of the Executive Offices of Communities and Development, Consumer Affairs and Business Regulation,
Economic Affairs, Education, and Labor, and a hundred various state boards and commissions will be abolished.
The other six bills were disapproved by the legislature. The fiscal 1997 budget approved by the House of
Representatives on April 13, 1996 would create the position of Undersecretary of Massachusetts Development to
oversee the operations of four of the five eliminated secretariats by creating new Departments of Labor and
Workforce Development, Consumer Affairs and Business Regulation, Housing and Community Development and
Economic Development. Under the House budget plan, the Executive Office of Education would be replaced by
a new Office of Education Policy and Assessments, to which the Board of Education and a re-named Board of
Higher Education (now the Higher Education Coordinating Council) would report. Under the fiscal 1997 budget
approved by the Senate on May 22, 1996, a new Office of Education, Training and Labor (without cabinet status)
would coordinate the activities of the Board of Education, a new Board of Higher Education, a new Department
of Workforce Training and a new Department of Labor. The Senate budget would establish a new Department of
Housing and Community Development within a re-named Executive Office of Human and Community Services (now
Health and Human Services) and transfer some of the activities of the Executive Office of Economic Affairs to a
reorganized Executive Office for Administration and Finance. The differences between the two reorganization plans
will be worked out by the legislative conference committee that will reconcile the House and Senate versions of the
fiscal 1997 budget. See "Commonwealth Information Statement” under the heading "THE GOVERNMENT --
Government Reorganization Plan" on page A-6.

Speaker of the House Charles F. Flaherty resigned on April 9, 1996, and the members of the House of
Representative elected Thomas M. Finneran to be the new Speaker. Nancy Merrick has succeeded Priscilla H.
Douglas as Secretary of Consumer Affairs and Business Regulation, and David Tibbetts has succeeded Gloria Larson
as Secretary of Economic Affairs.



1997 Fiscal Year

On April 13, 1996, the House of Representatives adopted a fiscal 1997 budget that provides for total
expenditures of approximately $17.615 billion, as compared to the Governor’s fiscal 1997 budget recommendation
of $17.360 billion when adjusted for furds moved off and on budget (the Governor’s budget provides for $16.739
billion in expenditures without such adjustments). On May 16, 1996, the Senate Ways and Means Committee
released its proposed budget for fiscal 1997, which recommended fiscal 1997 spending of approximately
$17.421 billion. The full Senate adopted its budget on May 22, 1996, which authorized fiscal 1997 spending of
approximately $17.426 billion. The Executive Office for Administration and Finance is currently analyzing the
impact of floor amendments made to the Senate Ways and Means budget by the Senate. Each legislative budget
is based upon the fiscal 1997 consensus tax revenue estimate of $12.177 billion, agreed to in April, 1996. A
legislative conference committee will davelop a compromise budget for consideration by the House and Senate,
which upon enactment by both houses will be presented to the Governor. See *Commonwealth Information
Statement” under the heading "1997 FISCAL YEAR" on page A-20.

1996 Fiscal Year

Through April, 1996, fiscal 1996 tax revenue collections totalled approximately $9.426 billion,
approximately $534.5 million, or 6.0%, greater than tax revenue collections for the same period in fiscal 1995.
Department of Revenue tax collections through April, 1996 exceeded the benchmark range set by the Department
and were approximately $103.3 million, or 1.1%, above the mid-point of such benchmark range. In May, 1996,
the Executive Office for Administration and Finance revised its fiscal 1996 tax revenue estimate upward to
$11.684 billion, an increase of approximately $80 million from the earlier estimate, based upon tax revenue
collections through April, 1996.

Preliminary figures through May, 1996 indicate that fiscal 1996 tax revenue collections have totalled
approximately $10.604 billion, 7 .9% greater than tax revenue collections for the same period in fiscal 1995. Tax
revenue collections through May exceed the midpoint of the benchmark range revised by the Department of Revenue
in May, 1996 by approximately $293 million. The preliminary May figures suggest total fiscal 1996 tax revenue
collections of $11.850 billion to $11.950 billion, which represents an increase of approximately $166 million to
$266 million above the current official estimate of $11.684 billion. The Department is currently analyzing the
strong tax revenue growth reflected in the May data and evaluating its impact, if any, on the fiscal 1997 tax revenue
estimate. Final tax revenue numbers for May will be released in the second week of June.

Current fiscal 1996 projected spending is approximately $16.963 billion, including approximately
$153.2 million reserved for contingencies. The fiscal 1996 forecast for federal reimbursements has decreased by
approximately $7 million primarily due to lower reimbursable spending in public assistance programs. The fiscal
1996 forecast for departmental revenue has increased by approximately $18 million. Assuming fiscal 1996 tax
revenue collections of $11.900 billion (the midpoint of the range mentioned in the preceding paragraph), fiscal 1996
revenues are projected to total approximately $17.065 billion. Under these spending and revenue assumptions, at
the end of fiscal 1996 approximately $89 million would be transferred to the Commonwealth Stabilization Fund,
bringing its balance to approximately $535 million, the maximum allowed under state law. Under current law, the
excess of approximately $146 million would be used, subject to appropriation, to reduce personal income taxes.
See "Commonwealth Information Statement” under the heading "COMMONWEALTH BUDGET, FINANCIAL
MANAGEMENT AND CONTROLS -- Operating Fund Structure; Stabilization Fund" on page A-7.

As of March 21, 1996 the Governor had signed into law fiscal 1996 net supplemental authorizations
totalling approximately $82.3 million, including approximately $62.8 million for snow and ice removal costs
incurred by cities and towns. On April 18, 1996 the Governor filed a fiscal 1996 supplemental appropriation bill
recommending approximately $85.0 million of expenditures, including $21.4 million for additional snow and ice
removal costs incurred by cities and towns and $24.4 million for Medicaid costs for certain hospitals, the latter
being fully offset by federal reimbursements and other revenues. On April 18, 1996 the House approved a
supplemental appropriation bill for fiscal 1996 of approximately $18.7 million for expenditures related to judicial
collective bargaining. On May 21, 1996, the Senate approved a supplemental appropriation bill for fiscal 1996 of
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approximately $154.4 million primarily for expenditures related to county corrections, snow and ice removal costs
incurred by cities and towns, underground storage tank cleanup programs and for fiscal 1996 and 1997 Jjudicial
collective bargaining costs. On June 4, 1996, the House Ways and Means Committee approved a supplemental
appropriation bill for fiscal 1996 of approximately $97.4 million, which incorporates and replaces the supplemental
appropriation bill passed by the House on April 18, 1996. The replacement bill will now be taken up by the full
House. On June 5, 1996, the Governor filed a fiscal 1996 supplemental appropriation bill recommending
approximately $6.0 million of expenditures, primarily for additional snow and ice removal costs.

See "Commonwealth Information Statement" under the heading "1996 FISCAL YEAR" on page A-18.
Selected Financial Data - Statutory Basis

The revenues and expenditures of the budgeted operating funds presented in the following table are derived
from the Commonwealth’s audited statutory basis financial statements for fiscal 1991 through 1995 and estimates
for fiscal 1996 prepared by the Executive Office for Administration and Finance. The financial information
presented includes all budgeted operating funds of the Commonwealth. When the status of a fund has changed
during this period, prior years have been restated to conform to the fiscal 1996 budget. See "Commonwealth
Information Statement” under the heading "FINANCIAL RESULTS" on page A-13.
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Budgeted Operating Funds Operations - Statutory Basis

Beginning Fund Balances

Reserved or Designated
Stabilization Fund (1)
Undesignated

Total

Revenues and Other Sources

Taxes

Federal Reimbursements (3)

Departmental and Other Revenues

Interfund Transfers from Non-budgeted
Funds and Other Sources (4)

Budgeted Revenues and Other Sources

Mass Transit Assessments from
Municipalities

Interfund Transfers among Budgeted Funds
and Other Sources

Total Revenues and Other Sources

Expenditures and Uses

Programs and Services

Debt Service

Pensions

Interfund Transfers to Non-budgeted Funds
and Other Uses

Budgeted Expenditures and
Other Uses

Payment of Municipal Mass Transit
Assessments to the MBTA and RTA’s

Interfund Transfers among Budgeted
Funds and Other Uses

Total Expenditures and Other Uses

Excess (Deficiency) of Revenues and Other
Sources Over Expenditures and Other Uses

Prior Year Deficit Financing

Ending Fund Balances

Reserved or Designated
Stabilization Fund (1)
Undesignated

Total

[ —
SOURCE: Fiscal 1991-1995, Office of the Co
(1) Stabilization Fund balances are not expen

(in millions)

Estimated

Fiscal Fiscal Fiscal Fiscal Fiscal Fiscal
1991 1992 1993 1994 1995 1996
$174.5 $119.8 $236.2 $110.4 $79.3 $128.1
- 59.2 230.4 309.5 382.9 425.4
(1,278.9) 58.1 82.8 142.6 127.1 172.5
(1,104.4) 237.1 549.4 562.5 589.3 726.0

8,994.9 9,483.6 9,929.9 10,606.7 11,163.4 11,684.02)
2,777.1 2,393.5 2,674.1 2,901.2 2,969.7 2,961.6
1,204.9 1,187.3 1,327.1 1,187.9 1,273.1 1,196.7
656.6 663.9 778.5 853.9 981.0 1,008.1
13,633.5 13,728.3 14,709.6 15,549.7 16,387.2 16,850.4
130.2 130.9 137.4 140.4 143.9 147.5
149.7 366.9 358.7 289.1 399.7 3142
13,913.4 14,226.1 15,205.7 15,979.2 16,930.8 17,312.1

11,944.5 11,757.4 12,683.6 13,416.2 14,0103 14,702.2(5)
942.3 898.3 1,139.5 1,149.4 1,230.9 1,198.5
703.9 751.5 868.2 908.9 968.8 1,012.7
64.0 8.8 5.1 48.4 40.4 50.0
13.654.7 13,416.0 14,696.4 15,522.9 16,250.5 16,963.4
130.2 130.9 137.4 140.4 143.9 147.5
149.7 366.9 358.7 289.1 399.7 314.2
13,934.6 13,913.8 15,192.6 15,952.4 16,794.1 17,425.1

21.2) 312.3 13.1 26.8 136.7 13
1,362.7 - - - -- -

119.8 236.2 110.4 79.3 128.1 28.5
59.2 230.4 309.5 382.9 425.4 462.8
58.1 82.8 142.6 127.1 172.5 121.7
$237.1 $549.4 §$562.5 §589.3 $726.0 §613.0

mptroller; fiscal 1996, Executive Office for Administration and Finance.
dable without subsequent specific legislative authorization.

(2) Most recent official estimate, released in May, 1996; does not reflect May, 1996 collections, which suggest a higher total for fiscal 1996.

See "1996 Fiscal Year."

Includes the impact of enacted and proposed legislation reforming corporate excise taxes, estimated by the

Department of Revenue to be a $49 million reduction in fiscal 1996. See "Commonwealth Information Statement" under the heading
"COMMONWEALTH REVENUES -- State Taxes; Business Corporations Tax" on page A-23. .

3) Includes $513 million for fiscal 1991, $198.6 million for fiscal 1992, $236.3 million for fiscal 1993, $247.8 million for fiscal 1994, $231.8
million for fiscal 1995 and an estimated $199.0 million for fiscal 1996 in federal reimbursements resulting from claims for reimbursement

of certain uncompensated care for Massachusetts hospitals.

See "Commonwealth Information Statement” under the headings "FINANCIAL

RESULTS -- Fiscal Years 1991 through 195" on page A-17 and "1996 FISCAL YEAR" on page A-18.
4 Interfund transfers represent accounting transfers which reallocate resources among funds. Fund deficit support transfers of $234.8 million
in fiscal 1991 have been eliminated to facilitate comparative analysis. See "Commonwealth Information Statement” under the heading

"COMMONWEALTH REVENUES -- Federal

1 and Other Non-Tax Revenues" on page A-25.

(5) Includes $153.2 million currently reserved for contingencies.
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Cash Flows

As of June 30, 1995, the Commonwealth had a cash position of approximately $372.5 million, not including
the Stabilization Fund. This compared to a projected position of $353.0 million. The fiscal 1995 year-end cash
position reflected approximately $102.9 million in advance payments for fiscal 1996 expenses and approximately
$239.0 million in capital expenditures for which the Commonwealth had not yet issued bonds or notes to reimburse

itself.

~ The most recent quarterly cash flow projections prepared by the office of the State Treasurer is dated
March 6, 1996 and estimates the fiscal 1996 year-end cash position to be approximately $411.6 million. The
projection is based on the original fiscal 1996 budget signed by the Governor and supplemental appropriations to
the date of the projection, and includes a $145 million contingency reserve. The cash flow projection reflects actual
results through January, 1996 and revenue and spending estimates as of the date of the projection for the remainder
of fiscal 1996. The projection forecasts a year-end transfer of $27.9 million to the Stabilization Fund (the projected
$411.6 million year-end balance does not include balances in the Stabilization Fund). The projection assumes that
$115 million in advance payments for fiscal 1997 expenses will be made prior to June 30, 1996. The State
Treasurer is currently preparing an updated cash flow projection for release in the second week of June.

The Commonwealth currently has no outstanding commercial paper. The current cash flow projection
anticipates no need for the Commonwealth to borrow for operating needs under its commercial paper program
during the remainder of fiscal 1996.

The March 6, 1996 cash flow projection also contains monthly forecasts through the end of fiscal 1997 and
estimates that the fiscal 1997 year-end cash position will be $451.1 million. The fiscal 1997 forecast is based upon
the Governor’s budget recommendations filed in January, 1996, including a $100 million contingency reserve. The
fiscal 1997 cash flow projection anticipates that the Commonwealth will need to borrow under its commercial paper
program in October, 1996, December, 1996 and March, 1997 for its operating needs due to the local aid payments
that are made on a quarterly basis.

The ending balances included in the cash flow forecast for fiscal 1996 and fiscal 1997 and the estimated
ending balance for the Commonwealth’s operating budget for those years are likely to differ due to timing
differences and the effect of certain non-budget items.

See "Commonwealth Information Statement" under the headings "1996 FISCAL YEAR -- Cash Flow" on page
A-20 and "COMMONWEALTH BOND AND NOTE LIABILITIES - General Obligation Debt; Commonwealth General
Obligation Notes" on page A-43.

Commonwealth Revenues

The following table sets forth the Commonwealth’s actual revenues in its budgeted operating funds for fiscal
1991 through 1995 and estimated revenues for fiscal 1996. See "Commonwealth Information Statement" under the
heading "COMMONWEALTH REVENUES" on page A-21.



Commonwealth Revenues - Budgeted Operating Funds
(in millions)

Fiscal Fiscal Fiscal Fiscal
1991(1) 1992(1) 1993(1) 1994
Tax Revenues:
Alcoholic Beverages $ 662 $ 635 $ 60.6 $ 602
Banks
Commercial 27.4 17.6(2) 74.7 136.9
Savings 20.6 42.5 78.2 63.0
Cigarettes (3) 144.4 139.9 190.2 2373
Corporations 612.2 643.8 737.4 782.3
Deeds 30.1 322 34.0 40.2
Income 5,045.1(5) 5,337.0 5,374.9 5,689.8
Inheritance and Estate 249.5 260.2 267.3 271.5
Insurance (6) 267.8 284.8 280.5 290.2
Motor Fuel 464.2 541.1 5572 562.6
Public Utilities 59.3 52.9 69.1 81.8
Racing 27.5 26.1 15.7 13.4
Room Occupancy 56.0 55.9 59.3 62.8
Sales
Regular 1,392.1 1,443.6 1,548.1 1,664.3
Meals 291.7 296.3 303.2 323.4
Motor Vehicles 225.6 238.7 272.9 314.5
Sub-Total--Sales 1,509.4 1,978.6 2,124.2 2,302.2
Miscellaneous 15.2 1.3 6.6 6.5
Total 8,994.9 9,483.6 9,929.9 10,606.7
Non-Tax Revenues:
Federal Reimbursements(8) 2,77177.1 2,393.5 2,674.1 2,901.2
Departmental and Other Revenues 1,204.9 1,187.3 1,327.1 1,187.9
Interfund Transfers from Non-budgeted
Funds and Other Sources (9) 356.6 663.9 178.5 853.9
Budgeted Non-Tax Revenues
and Other Sources 4,538.6 4,244.7 4,779.7 4,943.0
Budgeted Revenues and Other Sources 13,633.5 13,7283 14,709.6 15,549.7
Mass Transit Assessments from
Municipalities 130.2 130.9 137.4 140.4
Interfund Transfers among Budgeted
Funds and Other Sources (9) 149.7 366.9 358.7 289.1
Total Revenues and Other Sources $13913 .4 14,226.1 $15,205.7 $15,979.2

SOURCE: Fiscal 1991-1995, Office of the Comptroller; fiscal 1996, Executive Office for Administration and Finance.
(1) Includes the impact of tax law changes under Chapters 121 of the Acts of 1990, as amended. The total fiscal 1991 impact of the changes
was an estimated increase in tax revenues in the amount of $1.020 billion,

estimated at $1.329 billion and $1.318 billion, respectively.
) Reflects settlement of certain litigation, see "State Taxes; Business Corporations Tax."

(3) As a result of legislation enacted by the voters, this excise tax was increased effective January 1, 1993. See
Statement" under the heading "COMMONWEALTH REVENUES - State Taxes;
(4) Includes the impact of enacted and proposed legislation reforming corporate excise taxes, estimated by the Department of Revenue to be
a $49 million reduction in fiscal 1996. See "Commonwealth Information Statement” under the heading "COMMONWEALTH REVENUES --

State Taxes; Business Corporations Tax" on page A-23.

(5) Excludes $298.3 million collected in fisca’ 1991 and attributed to the temporary increase in the income tax dedicated to the Commonwealth
Liability Reduction Fund and the Medical Assistance Liability Fund.
(6) Includes $7.2 million in 1991, $6.6 million in 1992, $8.0 million in 1993, $8.7 million in 1994, $8.4 million in 1995 and an estimated

Estimated
Fiscal Fiscal
1995 1996
$ 60.7 $59.0
164.5 140.0
41.4 69.0
2342 232.0
911.0 840.0 4
40.3 41.0
5,974.2 6,488.0
209.3 153.0
292.6 297.0
571.5 600.0
88.7 98.0
12.7 12.2
68.8 73.0
1,796.6 1,869.0
3443 358.0
3404 349.0
2,481.3 2,576.0
6.2 5.8
11,163.4 11,684.0 (D
2,969.7 2,961.6
1,273.1 1,196.7
981.0 1,008.1
5.223.8 5,166.4
16,387.2 16,850.4
143.9 147.5
399.7 3142
;16!930,8 $17,312.1

Other Taxes" on page A-24.

$8.0 million in fiscal 1996 in fees collected by the Division of Insurance relating to high-risk insurance.

(7) Based on most recent official estimate, released in May,

fiscal 1996. See "1996 Fiscal Year."

®) Includes $513 million for fiscal 1991, $198.6 million for fiscal 1992, $236.3 million for fiscal 1993, $247.8 million in fiscal 1994, $231.8
million in fiscal 1995 and an estimated $199.0 million in fiscal 1996 in federal reimbursements resulting from claims for reimbursement
of certain uncompensated care for Massachusetts hospitals. See "Commonwealth Information Statement" under the headings "FINANCIAL
RESULTS - Fiscal Years 1991 through 1995" on page A-17 and "1996 FISCAL YEAR" on page A-20.

(9) Interfund transfers represent accounting transfers which reallocate resources among funds. Fund deficit support transfers of $234.8 million
for fiscal 1991 have been eliminated to facilitate comparative analysis. Includes transfers between the Stabilization Fund and the budgeted

while the fiscal 1992 and 1993 impacts of the changes were

"Commonwealth Information

1996; does not reflect May, 1996 collections, which suggest a higher total for

operating funds. Transfers to the Stabilization Fund were ;559.2 million, $170.0 million, $76.9 million, $65.4 million and $27.9 million
in fiscal 1991, 1992, 1993, 1994 aad 1995, respectively.
"COMMONWEALTH REVENUES -~ Federal and Other Non-Tax Revenues" on page A-25.
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The legislature’s Taxation Committee is considering two proposals to alter the apportionment formula for the
business corporations tax payable by certain financial services corporations. One proposal would change the formula
from the current three-factor formula to a single sales factor formula, as provided in the November, 1995 legislation
applicable to certain federal defense contractors and being phased in for manufacturing firms. The other proposal
would alter the computation of the sales factor for financial services corporations by changing the sourcing of sales
from the state where the seller bears the cost of performing the services relating to the sale to the state of residence
of the ultimate consumer of the service. The Department of Revenue estimates that the annual cost of the latter
change by itself would be $16 million to $22 million for mutual fund companies and $23 million to $32 million for
securities and commodity dealers and brokers. The annual cost of enacting both changes is estimated at $33 million
to $45 million for mutual fund companies and $39 million to $57 million for securities and commodity dealers and
brokers.

On May 9, 1996 the Governor proposed reducing the motor fuels excise tax by 4.3 cents per gallon, until such
time as the federal gasoline tax is reduced by that amount. The estimated annual revenue cost to the Commonwealth
would be approximately $115 million to $125 million.

A proposal to raise the tobacco excise tax by 25 cents per pack of cigarettes is being considered by the House
Ways and Means Committee. The tax increase would fund children’s medical programs and assist low-income
elderly persons to buy prescription drugs. The Governor has made a counterproposal that would be funded without
a tax increase by drawing $161 million from the $330 million uncompensated care pool. Both proposals would
expand Medicaid coverage for people earning less than 133% of the federal poverty level, subject to approval of
necessary federal waivers.

Five-Year Capital Spending Plan

The following table, entitled "Summary of Five-Year Capital Spending Plan and Plan of Finance," sets forth
current estimates of capital spending of the Commonwealth, including the MBTA, as well as the sources of funding
for such capital spending, including federal aid, for fiscal years 1996 through 2000. Total capital spending for fiscal
years 1996 through 2000 to be financed from Commonwealth debt is forecast at approximately $4.498 billion, which
is significantly below legislatively authorized capital spending levels. In addition, the Five-Year Capital Spending
Plan also forecasts total MBTA capital expenditures of approximately $1.501 billion for fiscal years 1996 through
2000, which spending is expected to be financed through the issuance of MBTA bonds, and assumes that the
projected level of Commonwealth capital spending will leverage additional federal transportation aid of
approximately $6.427 billion for this period. The anticipated levels of federal aid rely on certain assumptions
concerning the level of federal participation in the funding of the third harbor tunnel and central artery projects and
for state highways and bridge repair, as well as mass transit. The Executive Office for Administration and Finance
regularly reviews the Five-Year Capital Spending Plan to account for changes in the expected timing and amount
of the Commonwealth’s capital expenditures. The table assumes that all Commonwealth bonds related to a
particular year’s expenditures will be issued in the same year. In practice, Commonwealth capital expenditures
often occur prior to the issuance of the related bonds. Accordingly, it is customary for some Commonwealth bonds
to be issued in a subsequent fiscal year to finance capital expenditures made in the prior fiscal year. Fiscal 1995
capital expenditures amounting to approximately $239 million are being financed through the issuance of bonds in
fiscal 1996; such bonds are not included in the following table. See "Commonwealth Information Statement" under
the heading "COMMONWEALTH BUDGET, FINANCIAL MANAGEMENT AND CONTROLS -- Overview of Capital Spending
Process and Controls" on pp. A-10 through A-13, inclusive.
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Summary of Five-Year Capital Spending Plan and Plan of Finance(1)
(in millions)

1996 1997 1008 1999 2000 Total
Uses of Funds
Information Technology $29 $ 31 $32 $29 $29 $150
Infrastructure(1) 138 217 237 214 202 1,008
Environment(2) 123 106 93 119 105 546
Wastewater Treatment 27 35 35 35 35 167
Housing 65 77 78 78 71 369
Transportation
Commonwealth Expenditures 450 367 358 388 413 1,976
Turnpike Authority-Supported Expenditures(3) 100 0 0 0 0 100
MBTA 360 382 388 184 187 1,501
Federal Highway/MBTA Aid(4) 1217 1,179 1,493 1,680 858 6,427
Subtotal 2,127 1,928 2,239 2,252 1,458 10,004
Public Safety 25 20 15 9 9 78
Miscellaneous _41 47 _52 _28 _36 204
Total $2,575 2,461 $2,781 $2,764 $1,945 $12,526
Sources of Funds
Federal Aid(4) $1,217 $1,179 $1,493 $1,680 $858 $6,427
Commonwealth Debt (5) 898 900 900 900 900 4,498
Turnpike Authority Debt Proceeds(3) 100 0 0 0 0 100
MBTA Bonds 360 3% _388 _184 _187 Ls01
Total $2,575 $2.461 2,781 2,764 $1,945 $12,526

SOURCE: Executive Office for Administration and Finance.

m Includes hospital consolidation, prison. courts and higher education construction and miscellaneous other projects.
@) Includes open space acquisition.
?3) Pursuant to legislation enacted in August, 1995, the Massachusetts Turnpike Authority made a $100 million payment on April 29,

1996 to the Commonwealth for use in meeting transportation-related obligations. See "Commonwealth Information Statement"” under
the heading "COMMONWEALTH BUDGET, FINANCIAL MANAGEMENT AND CONTROLS -- Overview of Capital Spending Process and
Controls; Five-Year Capital Spending Plan" onp. A-12.

“) Figures for 1998, 1999 and 2000 are estimates developed in accordance with Federal Highway Administration guidelines. Actual
amounts are subject to provisions of successor legislation to the Federal Intermodal Surface Transportation Efficiency Act of 1991.
©) Includes general obligation bonds and special obligation bonds.

The Commonwealth anticipates that a substantial portion of the state-financed share of the Five-Year Capital
Spending Plan will be financed from the proceeds of general obligation debt. Due to the size and complexity of
the Commonwealth’s capital program, and other factors, the timing and amount of actual capital expenditures and
debt issuances over the period will likely vary somewhat from the annual spending amounts contained in the Five-
Year Capital Spending Plan.

On February 26, 1996, the Governor approved the seaport improvements bond legislation ($280 million)
enacted by the legislature on February 14, 1996. In March, 1996, the House of Representatives and the Senate
approved transportation bond bills providing for approximately $4.0 billion in expenditures, of which approximately
$1.5 billion would be funded by federal grants. A partial legislative conference committee report providing for
approximately $975.6 million in expenditures (to be funded by approximately $598.7 million of state bonds) received
initial legislative approval on May 21, 1996 and is expected to be formally enacted shortly. A conference committee
report containing the balance of the transportation bond bill is expected to be released in mid-June. On June 4, 1996
the House of Representatives approved bond authorizations totalling $803 million for courthouse improvements
throughout the state. The House Ways and Means Committee has also approved capital outlay bills covering
technology improvements in state government ($176 million), public safety information technology systems
($45 million) and a miscellaneous assortment of state projects ($113 million), all of which are awaiting action by
the full House. See "Commonwealth Information Statement" under the heading "COMMONWEALTH BUDGET,
FINANCIAL MANAGEMENT AND CONTROLS -- Overview of Capital Spending Process and Controls; Five-Year Capital

Spending Plan" on p. A-12.
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See "Commonwealth Information Statement" under the heading "COMMONWEALTH BUDGET, FINANCIAL
MANAGEMENT AND CONTROLS -- Overview of Capital Spending Process and Controls" on pp. A-10 to A-13,
inclusive.

COMMONWEALTH BOND AND NOTE LIABILITIES
The following table sets forth the Commonwealth’s bond and note liabilities outstanding on April 1, 1996.
Commonwealth Bond and Note Liabilities

April 1, 1996
(in thousands)

Long-Term(1) Short-Term
COMMONWEALTH DEBT
General Obligation Debt : $8,929,221(2) $240,000(3)
Dedicated Income Tax Debt 618,980 0
Special Obligation Debt 544,720 0
Subtotal Commonwealth Debt 10,092,921 240.000
COMMONWEALTH-SUPPORTED DEBT
MBTA 2,283,330 365,600(4)
Massachusetts Convention Center Authority 155,559 0
Massachusetts Government Land Bank 17,985 0
Boston Metropolitan District 44,708 0
Steamship Authority 39,164 0
Regional transit authorities 15 67,099
Subtotal Supported Debt 2,540,761 432,699
COMMONWEALTH-GUARANTEED DEBT
Massachusetts Turnpike Authority : 0 259,315
Higher education building authorities 252,084 0
Subtotal Guaranteed Debt . 252,084 N 259.315
TOTAL COMMONWEALTH BOND AND
NOTE LIABILITIES $12,885,766 $932 014

SOURCE: Office of the State Treasurer, Office of the Comptroller and respective authorities and agencies.

(1) Long-term debt includes discount and costs of issuance. Does not include long-term capital lease obligations. See "Commonwealth
Information Statement" under the headings "COMMONWEALTH BOND AND NOTE LIABILITIES -- Indirect Obligations; Plymouth County
Certificates of Participation" on page A-50 and "OTHER COMMONWEALTH LIABILITIES - Long-Term Capital Leases and Certifi cates of
Participation" on page A-53.

()  Includes interest on Commonwealth general obligation capital appreciation bonds to be accrued from April 1, 1996 through their maturity
in the amount of $489 million. The Commonwealth sold $250 million of bonds on June 5, 1996, which are expected to be delivered on
June 13, 1996.

(3) $240 million of Commonwealth general obligation notes issued on June 20, 1995 and due June 12, 1996 for the purpose of financing the
MBTA’s net cost of service. The Commonwealth sold $240 million of notes on June 5, 1996, which are expected to be delivered on June
11, 1996. See "Commonwealth Information Statement" under the heading "COMMONWEALTH BOND AND NOTE LIABILITIES -- General
Obligation Debt; Commonwealth General Obligation Notes" on page A-43.

(4 Asof June 5, 1996, includes $160 million of notes due September 6, 1996, $165 million of notes due February 28, 1997 and $40.6 million
of commercial paper issued as bond anticipation notes. See "Commonwealth Information Statement” under the heading "COMMONWEALTH
BOND AND NOTE LIABILITIES -- Commonwealth Supported Debt; MBTA" on page A-47.

See "Commonwealth Information Statement" under the heading "coMMoNwEALTH BOND AND NOTE
LIABILITIES" beginning on page A-40.



OTHER COMMONWEALTH LIABILITIES
Unemployment Compensation Trust Fund

As of April 30, 1996, the Massachusetts Unemployment Trust Fund had a surplus of $498 million. The
Department of Employment and Training’s April, 1996 quarterly report indicates that the contributions provided
by current law should result in a private contributory account balance of $704 million in the Unemployment
Compensation Trust Fund by December, 1996 and rebuild reserves in the system to $1.347 billion by the end of
2000. See "Exhibit A - Economic Information" under the heading "Employment--Unemployment” and see
"Commonwealth Information Statement" under the heading "OTHER COMMONWEALTH LIABILITIES -- Unemployment
Compensation Trust Fund" on page A-55.

LITIGATION

There are pending in state and federal courts within the Commonwealth various suits in which the
Commonwealth is a party. In the opinion of the Attorney General, no litigation is pending or, to his knowledge,
threatened which is likely to result, either individually or in the aggregate, in final judgments against the
Commonwealth that would affect materially its financial condition. The following updates the litigation described
in the Commonwealth Information Statement and includes a description of any material litigation which has arisen
since the date thereof.

Update of Existing Litigation

In Massachusetts Wholesalers of Malt Beverages v. Commonwealth (Suffolk Superior Court No. 90-1523),
the Commonwealth in February, 1996 settled all remaining issues with one group of plaintiffs, the Massachusetts
Soft Drink Association. Payments to that group will total approximately $7 million. Litigation with the other group
of plaintiffs, the Massachusetts Wholesalers of Malt Beverages, is still pending.

In Perini Corporation v. Commissioner of Revenue (Supreme Judicial Court No. 6657), the Supreme
Judicial Court, on April 30, 1996, entered a partial final judgment implementing its decision for tax years ending
prior to January 1, 1995. The Department of Revenue estimates that tax revenues in the amount of $40 million to
$55 million may be abated as a result of the partial final judgement. On May 13, 1996, the Court entered an order
for judgment and memorandum concerning relief for tax years ending on or after January 1, 1996. The Department
of Revenue is estimating the fiscal impact of that ruling.

In Spaulding Rehabilitation Hospital Corporation v. Massachusetts Highway Department (Suffolk Superior
Court No. 95-4360C), Spaulding has signed interrogatories indicating that it believes that the property is worth more
than $60 million.

In McCourt Co., Inc. v. Commonwealth (Suffolk Superior Court No. 94-2032), the Commonwealth
estimates its potential liability to be between $75 million and $135 million.

in County of Barnstable v. Commonwealth (Suffolk Superior Court No.90-7439B), the Supreme Judicial
Court, in February, 1996, held tha: (i) the legislature has delegated to the counties the obligation to meet any
shortfall in appropriated rents; (ii) Bristol and Norfolk counties had failed to prove an inability to do so; and (iii)
no purpose would be served by further litigation.

See "Commonwealth Information Statement” under the heading "LITIGATION" on page A-55.




AVAILABILITY OF OTHER INFORMATION

Questions regarding this June 5, 1996 Supplement or requests for additional financial information
concerning the Commonwealth should be directed to Kenneth Olshansky, Deputy Treasurer, Office of the
Treasurer-Receiver General, One Ashburton Place, 12th floor, Boston, Massachusetts 02108, telephone
617/367-3900, or Lowell Richards, Assistant Secretary for Capital Resources, Executive Office for Administration
and Finance, State House, Room 373, Boston, Massachusetts 02133, telephone 617/727-2040. Questions regarding
legal matters relating to this June 5, 1996 Supplement should be directed to John R. Regier or Navjeet K. Bal,
Mintz, Levin, Cohn, Ferris, Glovsky and Popeo, P.C., One Financial Center, Boston, Massachusetts 02111,
telephone 617/542-6000.

THE COMMONWEALTH OF MASSACHUSETTS
By /s/ Joseph D. Malone

Joseph D. Malone
Treasurer and Receiver-General

By /s/ Charles D. Baker
Charles D. Baker
Secretary of Administration and Finance

June 5, 1996

T3/627035.1

xi



[THIS PAGE INTENTIONALLY LEFT BLANK]




THE COMMONWEALTH OF MASSACHUSETTS
INFORMATION STATEMENT

February 16, 1996

This Information Statement, together with the Exhibits attached hereto, 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 obligations. The Commonwealth Information Statement contains
information only through its date 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 questions of legislative policy and the financial
conditions of the Commonwealth. Many of these conditions are not within the control of the Commonwealth.

Exhibit A to this Information Statement sets forth certain economic, demographic and statistical information
concerning the Commonwealth. Exhibits B and C contain the Commonwealth’s fiscal 1995 combined financial
statements (statutory basis) and fiscal 1995 general purpose financial statements (GAAP basis), respectively.



THE GOVERNMENT

The government of the Commonwealth is divided into three branches:
Legislature and the Judiciary, as indicated by the chart below.

the Executive, the bicameral

Electorate

Leqislative Branch Executive Branch Judicial
) Branch
General Lisutenant Governor Executive Supreme Judicial
Court Governor Council Court
Appeals Court
H Attorney State State State Trial Court
Senate ouse General Auditor Secretary Treasurer
District Independent Offices and
Attorneys Commissions
Secretaries
Administration and Communities Consumer Economic
Finance and Development Affairs Affairs
Educational Elder Affairs Environmental Health and Human
Affairs Affairs Services

Labor

Public Safety

Transportation
and Construction
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Executive Branch

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 (the "State Treasurer"), the
Secretary of the Commonwealth, the Attorney General and the State Auditor. All are elected to four-year terms. The next
election for these officers will be held in November, 1998.

The Executive, or 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 (other than for debt service) 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 Office of the Comptroller, the Board of Library Commissioners, the Office of the Inspector General, the State Ethics
Commission and the Office of Campaign and Political Finance.

Governor’s Cabinet. The Governor’s Cabinet, which assists the Governor in administration and policy making, is
comprised of the secretaries who head the eleven Executive Offices. Cabinet secretaries serve at the pleasure of the Governor.
All agencies are grouped under one of the eleven Executive Offices for administrative purposes.

Approximately 76.4% of the Commonwealth’s fiscal 1996 program expenditures in the budgeted operating funds is
allocated to the Executive Offices. Listed below are the eleven Executive Offices, showing for each the name of its secretary
and the percentage of the Commonwealth’s fiscal 1996 program expenditures in the budgeted operating funds attributable
thereto:

Executive Offices

Approximate
Percentage of Total
Executive Office Secretary Expenditures Supervised
Administration and Finance Charles D. Baker 5.6%
Communities and Development Mary L. Padula 0.8
Consumer Affairs and Business Regulation Priscilla H. Douglas 0.2
Economic Affairs Gloria C. Larson 0.2
Educational Affairs Michael Sentance 17.7
Elder Affairs Franklin P. Ollivierre 0.7
Environmental Affairs Trudy Coxe 1.0
Health and Human Services Gerald Whitburn 41.5
Labor Christine E. Morris 0.1
Public Safety Kathleen O’Toole 5.0
Transportation and Construction James J. Kerasiotes 3.6

SOURCE: Executive Office for Administration and Finance.

Approximately 3.8% of the Commonwealth’s fiscal 1996 expenditures in the budgeted operating funds are for the costs
and expenses of the constitutional officers (other than the State Treasurer), the Legislature, the Judiciary, the Office of the
Comptroller, the Board of Library Commissioners, the Office of the Inspector General, the State Ethics Commission and the
Office of Campaign and Political Finance. The State Treasurer’s budget contains approximately 18.9% of fiscal 1996
expenditures, including 5.5% for a portion of Commonwealth aid to cities, towns and regional schoo] districts ("Local Aid"),
7.0% for debt service, 5.8% for pension costs, and 0.6% for other programs within the State Treasurer’s office, including
Lottery administration. See "COMMONWEALTH PROGRAMS AND SERVICES -- Local Aid," "-- Debt Service" and " -- Pensions. "
The remaining 0.9% of fiscal 1996 expenditures is reserved for contingencies.

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 fisca] supervision, including
supervision of the implementation of the Commonwealth’s budget 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 for
remittance to the State Treasurer; (iii) human resource 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
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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 information
technology services.

All 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 annual state single audit and operates
the state accounting system. 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 preliminary and 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 Chief Administrative Justice of the Trial Court and two persons with relevant experience appointed by the Governor
for three-year staggered terms. The Commonwealth has retained the independent public accounting firm of Deloitte & Touche
to audit the Commonwealth’s general purpose financial statements and to conduct the state single audit. See "COMMONWEALTH
BUDGET, FINANCIAL MANAGEMENT AND CONTROLS. "

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

In addition to these responsibilities, the State Treasurer serves as Chairman of the Massachusetts Lottery Commission,
the State Board of Retirement, the Pension Reserves Investment Management Board, the Massachusetts Convention Center
Authority, the Emergency Finance Board and the Massachusetts Water Pollution Abatement Trust. 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 750 state entities and contract compliance of private vendors doing business with the
Commonwealth. See "COMMONWEALTH BUDGET, FINANCIAL MANAGEMENT AND 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
the Commonwealth in public utility and automobile and health insurance rate-setting procedures. 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 custody of the seal of the
Commonwealth.

Legislative Branch

The General Court (the "General Court" or the "Legislature") 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 General Court meets every year. The joint rules of the
House and Senate, as modified in June, 1995, 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.

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. All bills are presented to the Governor for approval
or veto; the General Court may override the Governor’s veto of any bill by a two-thirds vote of each house. The Governor
also has the power to return a bill to the branch of the Legislature in which it was originated with a recommendation that certain
amendments be made therein; such bill is then before the Legislature and is subject to amendment or re-enactment, at which
point the Governor has no further right to return the bill a second time with a recommendation to amend.
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On December 6, 1995, an initiative petition containing the necessary 64,928 signatures was filed with the Secretary
of the Commonwealth calling for legislative sessions to be limited to the first six months of each year and for legislative salaries
to be reduced substantially. If the petition is not approved by the Legislature by May 1, 1996, the petitioners can have it placed
before the voters at the November, 1996 general election by collecting another 10,821 signatures by July 3, 1996. See
"Initiative Petitions. "

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 General Court 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 56 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)
statement number 14 articulates standards for determining significant financial or operational relationships between the primary
government and its independent entities. Based on this statement, the Commonwealth has significant operational or financial
relationships, or both, with 36 of its 56 authorities. For example, the Commonwealth appropriates budgetary funds for
subsidies, operating assistance and debt service payments (and is liable for all or a portion of the outstanding debt) of certain
of these authorities and agencies, such as the Massachusetts Bay Transportation Authority ("MBTA "), the Boston Metropolitan
District, the Woods Hole, Martha’s Vineyard and Nantucket Steamship Authority (the "Steamship Authority"), certain regional
transit authorities ("RTA’s"), the Massachusetts Convention Center Authority ("MCCA") and the Massachusetts Government
Land Bank (the "Land Bank"). The Commonwealth guarantees debt issued by four higher education building authorities and
various local housing authorities and may be called upon to replenish the capital reserve funds of the Massachusetts Housing
Finance Agency ("MHFA") and the Massachusetts Home Mortgage Finance Agency. The Commonwealth has also guaranteed
certain bond anticipation notes issued by the Massachusetts Turnpike Authority ("MTA"), but the Commonwealth has no liability
for the MTA’s bonds. See "COMMONWEALTH BOND AND NOTE LIABILITIES. " The Commonwealth also appropriates budgetary
funds for certain debt service payments of the Massachusetts Water Pollution Abatement Trust. See "OTHER COMMONWEALTH
LIABILITIES - Water Pollution Abatement Trust.” Other independent authorities and agencies which issue their own debt for
quasi-governmental purposes include the Massachusetts Educational Financing Authority, the Massachusetts Health and
Educational Facilities Authority ("HEFA"), the Massachusetts Industrial Finance Agency ("MIFA"), the Massachusetts Port
Authority and the Massachusetts Water Resources Authority ("MWRA"). A discussion of these entities and the relati onship
to the Commonwealth is included in footnote 1 to the fiscal 1995 general purpose financial statements - GAARP basis included

as Exhibit C hereto.

Local Government

Below the level of state government are 14 county governments responsible for various functions, principally the
operation of houses of correction and registries of probate and deeds. Each county government assesses its constituent cities
and towns for the costs of its services.

All territory in the Commonwealth is in one of the 14 counties and in one of the 351 incorporated cities and towns
which exercise the functions of local government. Cities and towns or regional school districts established by them provide
elementary and secondary education. Cities are governed by several variations of the mayor-and-counci] or manager-and-councj]
form. Most towns place executive power in a board of three or five selectmen elected to ope- or three-year terms and retain
legislative powers in the voters themselves, who assemble in periodic open or Tepresentative town meetings. Various local and
regional districts exist for schools, parks, water and wastewater administration and certain other governmental functions.

Municipal revenues consist of property taxes, Local Aid, local receipts (including motor vehicle excise taxes, local

option taxes, fines, licenses and permits, charges for local servicfes and investment income) and other available funds (inclu ding
general and dedicated reserve funds). Following the enactment in 1980 of the tax limitation initiative petition commonly known

A-5



as Proposition 2'4, most local governments have been forced to rely on other revenues, principally Local Aid, to support local
programs and services. See "COMMONWEALTH PROGRAMS AND SERVICES -- Local Aid."

Initiative Petitions

Under the Massachusetts constitution, legislation may be enacted in the Commonwealth pursuant to a voter initiative
process. Lnitiative petitions which have been certified by the Attorney General as to proper form and as to which the requisite
sumber of voter signatures have 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
slection by collecting additional voter signatures. If approved by a majority of the voters at the general election, the petition
hecomes law 30 days after the date of the election. Initiative petitions approved by the voters do not constitute constitutional
amendments and may be subsequently amended or repealed by the Legislature. In recent years ballots at statewide general
slections typically have presented a variety of initiative petitions, frequently including petitions relating to tax and fiscal policy.
A number of these have been approved and become law. See particularly "COMMONWEALTH REVENUES -- State Taxes; Income
Jux. " “-- Other Taxes" and "-- Limitations on Tax Revenues" and "COMMONWEALTH PROGRAMS AND SERVICES -- Local Aid."

{;overnment Reorganization Plan

On November 1, 1995 the Governor released a proposal to reorganize state government, and on January 23, 1996 he
filed implementing legislation. The Governor proposes to eliminate five of the eleven Executive Offices, as well as 74 state
agencies and more than a hundred state boards and commissions. The Executive Offices of Communities and Development,
Consumer Affairs and Business Regulation, Economic Affairs, Education and Labor would be eliminated. The basic functions
of state government would be consolidated in six Secretariats (Administration and Finance, Elder Affairs, Environmental
Affairs, Family Services, Public Property and Public Safety) and two newly created boards (Board of Education and Training
and Board of Higher Education). The state’s civil service system would be reformed, and state management personnel would
be limited to twelve years of service. State employee contributions for health insurance coverage would be increased to 25%
of the total group premium. State procurs ent procedures would be centralized, and the procurement of architectural and
engineering design services would be simplified. The Commonwealth would no longer be responsible for cost-of-living
aliowances for local retirees. The plan would "sunset" all state regulations on January 1, 1997 and require state agencies to
justify the retention of particular regulations. Periodic passenger vehicle registration fees will be eliminated and operator license
renewal fees will be reduced to $2.

The reorganization plan also contemplates the private outsourcing of certain management and operational functions of
various state departments, including one state college and one campus of the University of Massachusetts, and independent
authorities, including the MBTA, the Massachusetts Port Authority and the MWRA. The plan contemplates that the MBTA’s
commuter rail operations would be transferred to a newly created Massachusetts Railroad Authority and that the MBTA
Advisory Board would be abolished. The fifteen regional transit authorities would be consolidated into four. County
sovernment would be abolished, and county debt and lease obligations outstanding on June 30, 1997 would be assumed by the
Commonweaith. (The amount of county bonds and bond anticipation notes outstanding as of November 1, 1995 was $30
mjition.) ‘The Governor would be given approval authority over capital expenditures of the Massachusetts Port Authority and
twe Massachusetts Turnpike Authority in excess of $1 million.

The Governor effectuated the sunsetting of state regulations by executive order on February 9, 1996, and has indicated
his intention to effectuate certain of the other reorganization proposals by executive order, including the implementation of
permanent passenger vehicle registration and lifetime operator licenses. Most of the proposals will require enactment by the
{_egislature of enabling legislation. Among the 38 legislative proposals filed by the Governor on January 23, 1996 were eight
bills filed under Amendment Article 87 of the state constitution, which provides that reorganization plans filed by the Governor
cannot be amended by the Legislature and become effective automatically unless disapproved by a majority vote in either the
House of Representatives ot the Senate within 60 days of filing. Unless disapproved, such proposals will take effect on July 1,
1996. Seven of the eight Article 87 proposals provide the general administrative framework for the reduction of Executive
Offices from eleven to six and for the consolidation of the various state operating agencies within those six secretariats; the
eighth bill would abolish a hundred boards and commissions. .If one or more of the eight bills filed under Article 87 is
disapproved, the proposals contained therein may become the subject of legislation pursuant to ordinary legislative procedures.
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COMMONWEALTH BUDGET, FINANCIAL MANAGEMENT AND CONTROLS
Operating Fund Structure

Budgeted Operating Funds. The Commonwealth’s operating fund structure satisfies the requirements of state finance
law and is in accordance with generally accepted accounting principles ("GAAP"), as defined by the Governmental Accounting
Standards Board. The General Fund and those special revenue funds which 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. They do not include the capital projects funds of the
Commonwealth, into which the proceeds of Commonwealth bonds are deposited. See "Overview of Capital Spending Process
and Controls; Capital Projects Fund Structure." The three principal budgeted operating funds are the General Fund, the
Highway Fund and the Local Aid Fund. Expenditures from these three funds generally account for approximately 97 % of total
expenditures of the budgeted operating funds.

A limitation equal to 0.5% of total tax revenues is imposed on the amount of any aggregate surplus in the Commonwealth’s
three principal budgeted operating funds which may be carried forward as a beginning balance for the next fiscal year. Any
amount in excess of that limitation is reserved in the Stabilization Fund, from which funds can be appropriated (i) to make up
any difference between actual state revenues and allowable state revenues in any fiscal year in which actual revenues fall below
the allowable amount, (ii) to replace state and local losses of federal funds or (iii) for any event, as determined by the
Legislature, which threatens the health, safety or welfare of the people or the fiscal stability of the Commonwealth or any of
its political subdivisions. Up to 5% of total state tax revenues may be accumulated in the Stabilization Fund, Amounts in
excess of that figure at the end of any fiscal year are to be applied to the reduction of personal income taxes. The final fiscal
1995 supplemental budget modified, with respect to the fiscal 1995 year-end surplus, the provisions of state law governing
deposits to the Stabilization Fund. See "FINANCIAL RESULTS -- Fiscal Years 1991 through 1995; Fiscal Year 1995 "

Overview of Budgetary Process

Generally, funds for the Commonwealth’s programs and services must be appropriated by the Legislature. The process
of preparing a budget at the administrative level begins early in the fiscal year preceding the fiscal year for which the budget
will take effect. The legislative budgetary process begins in January (or, in the case of a newly elected Governor, not later
than March) with the Governor’s submission to the Legislature of a budget recommendation for the fiscal year commencing
in the coming 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 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. By statute, the
Legislature and the Governor must approve a balanced budget for each fiscal year, and no supplementary appropriation bill may
be approved by the Governor if it will result in an unbalanced budget. However, this is a statutory requirement that may be
superseded by an appropriation act.

The House Ways and Means Committee 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
Ways and Means Committee; which in turn proposes a budget to be considered by the full Senate. After Senate action, a
legislative conference committee generally develops a compromise budget 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. The Legislature may override the Governor’s veto or specific line-item vetoes by
a two-thirds vote of both the House and Senate. The annual budget legislation, as finally enacted, is known as the General

Appropriation Act.

In years in which the General Appropriation Act is not approved by the Legislature and the Governor prior to 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 ptior
fiscal year budget.

During the course of the fiscal year, the Comptroller monitors budgetary accounts and notifies the Secretary of
Administration and Finance and the House and Senate Committees on Ways and Means whenever the appropriation for g
particular account has been depleted. Whenever the Governor believes that existing appropriations are insufficient to provide
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for projected expenditures under authorized programs, the Governor may seek supplemental appropriations for particular
programs or spending items. Although supplemental appropriations have been commonplace for many years for various
purposes, including, in particular, Medicaid and certain other public assistance programs, the extent of the Commonwealth’s
reliance on such appropriations has diminished in recent years. See "FINANCIAL RESULTS -- Fiscal Years 1991 through 1995;
1996 Fiscal Year." :

Various procedures required by state finance law are used by the Commonwealth to monitor revenues and expenditures
during the fiscal year. For example, quarterly revenue estimates are required to be made by the Secretary of Administration
and Finance, and the Comptroller publishes a quarterly report of planned and actual revenues. See "COMMONWEALTH
REVENUES -- Tax Revenue Forecasting." In addition, each department head is 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
his or her department from the federal government or other sources or whenever 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.

From time to time, the Governor’s use of the Section 9C power to withhold allotments has been challenged by
litigation. In May, 1990 the Supreme Judicial Court invalidated a withholding of local school aid funds, ruling that Section

9C extended only to appropriations of funds to state agencies under the control of the Governor.
Cash and Budgetary Controls

The Commonwealth has in place controls designed to ensure that sufficient cash is available to meet the
Commonwealth’s obligations, that state expenditures are consistent with periodic allotments of annual appropriations and that
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 independent audit functions, respectively. The
Comptroller conducts the expenditure control function. The Secretary of Administration and Finance is the Governor’s chief
fiscal officer and provides overall coordination of fiscal activities.

In addition, the Commonwealth’s Finance Advisory Board is obligated by law to survey periodically the debt
instruments of the Commonwealth and report on the Commonwealth’s financial structure, including debt and financial marketing
plans. The Board consists of the State Treasurer and four members appointed by the Governor.

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 moneys.

The Cash Management Division of the State Treasurer’s office accounts on a daily basis for cash received into over
600 separate accounts of the Department of Revenue and other Commonwealth agencies and departments. The Division relies
primarily upon electronic receipt and disbursement systems. ,

The State Treasurer is required to prepare and submit quarterly to the House and Senate Committees on Ways and
Means official cash flow projections for the current fiscal year. 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. Regular
meetings comparing estimated to actual revenues and expenditures are held among the Office of the State Treasurer, the Office
of the Comptroller, the Department of Revenue and the Executive Office for Administration and Finance.
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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.

Fiscal Control, Accounting and Reporting Practices of Comptroller

The Comptroller is responsible for oversight of fiscal management functions, establishment of all 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 except independent state authorities. 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. During fiscal 1992 the Commonwealth added a billing and accounts receivable subsystem
to its statewide accounting system in order to automate the billing, collection and management of its non-tax revenues.

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 expenditure.

The Comptroller is responsible for compiling expenditure requests into the certificates for approval by the Governor’s
Council. In preparing the certificates which become the warrant, the Comptroller’s office reviews each account and subaccount
to ensure that the necessary moneys for payment have been both appropriated by the Legislature and allotted by the Governor.
By law, certain obligations may be placed upon the warrant even if the supporting appropriation or allotment is insufficient.
These obligations include debt service, which is specifically exempted by the state constitution from the warrant requirement,
and Medicaid payments, which are mandated by federal law.

In prior fiscal years, when the Commonwealth experienced cash shortfalls, the Comptroller, in consultation with the
State Treasurer and the Executive Office for Administration and Finance, developed a procedure for prioritizing payments based
upon state finance law and sound fiscal management practices. Under those procedures, which are still in effect, debt service
on the Commonwealth’s bonds and notes is given the highest priority among the Commonwealth’s various payment obligations.

Internal Controls. The Comptroller maintains internal control policies and procedures in accordance with state finance
law that state agencies are required to follow. Violations of state finance law or regulation, or other internal control
weaknesses, must be reported to the State Auditor, who is authorized, among other things, to investigate and recommend
corrective action.

Statutory Basis of Accounting. The Commonwealth adopts its budget and maintains its financial information on the
basis of state finance law (the "statutory basis of accounting” or "statutory basis"). The emphasis is on accountability and
budgetary control over appropriations.

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 federal reimbursements receivable with respect to expenditures already made. Expenditures are measured on a
modified cash basis with actual cash disbursements as confirmed by the State Treasurer, except that encumbrances for goods
or services received at or before the end of a fiscal year are recognized as accounts payable and included in expenditures.

For most Commonwealth programs and services, the measurement of expenditures under the statutory basis of
accounting is equivalent to such measurement on a GAAP basis. However, for certain federally mandated entitlement programs,
such as Medicaid, expenditures are recognized under the statutory basis of accounting to the extent of disbursements on
appropriations made through June 30 of each fiscal year. The approximate net effect of this statutory practice is to charge in
each fiscal year the Medicaid bills of the last two or three months of the preceding fiscal year and the first nine or ten months

of the current fiscal year.

GAAP Basis of Accounting. Since fiscal 1986, the Comptroller has prepared Commonwealth financial statements on
a GAAP basis. The emphasis is on demonstrating inter-period equity through the use of modified accrual accounting for the
recognition of revenues and expenditures/expenses. In addition to the primary government, certain independent authorities and
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agencies of the Commonwealth are included as component units within the Commonwealth’s reporting entity, primarily as
non-budgeted enterprise funds.

Under GAAP, revenues are reported in the period in which they become both measurable and available. Revenues
are "available” when they are expected to be collected within the current period or soon enough thereafter to be used to pay
liabilities of the current period. Significant revenues susceptible to accrual include income, sales and use, corporation and other
taxes, federal grants and reimbursements, local government assessments for operations of the MBTA and reimbursements for
the use of materials and services. Tax accruals, which represent the estimated amounts due to the Commonwealth on previous
filings, over and under withholdings, estimated payments on income earned and tax refunds and abatements payable, are all
recorded as adjustments to statutory basis tax revenues. Expenditures/expenses are recorded in the period in which the related
fund lability is incurred. Principal of and interest on long-term debt obligations are recorded as fund liabilities when due.
Major expenditure accruals are recorded for the cost of Medicaid claims that have been incurred but not paid, net cost of service
payments due to the MBTA, claims and judgments and compensated absences such as vacation pay earned by state
employees. See "FINANCIAL RESULTS -- Selected Financial Data -- GAAP Basis" and Exhibit C, "1995 General Purpose
Financial Statements -- GAAP Basis."

Financial Reports. The Commonwealth’s fiscal year ends on June 30. Throughout the year, the Comptroller prepares
interim financial statements, and each September, following the end of the fiscal year, the Comptroller issues a Preliminary
Financial Report. These interim and preliminary financial reports are prepared on the statutory basis of accounting and are not
audited, but they are considered authoritative. In January, the Comptroller publishes the Commonwealth’s audited annual
report. For fiscal years 1986 through 1989 this report included audited financial statements on both the statutory basis of
accounting and the GAAP basis. Since fiscal 1990, these financial statements have been issued as two separate reports, one
utilizing the statutory basis of accounting (the "Statutory Basis Financial Report") and one utilizing the GAAP basis, the
Comprehensive Annual Financial Report ("CAFR"). The general purpose financial statements for fiscal 1995 from these two
reports are attached hereto as Exhibits B and C, respectively. For fiscal 1991 through 1995 the independent auditor’s opinions
were unqualified. Copies of these financial reports are available at the address provided under "CONTINUING DISCLOSURE. "

The Comptroller retains an independent certified public accounting firm to render opinions on the Commonwealth’s
financial statements and on certain other reports required by the single audit. As part of the single audit, the independent
auditors render a report on all programs involving federal funding for compliance with federal and state laws and regulations
and assess the adequacy of internal control systems. A separate report is issued on all programs not involving federal funding.

The Commonwealth CAFRs for fiscal 1991 through fiscal 1994, from which certain information contained in this
{nformation Statement has been derived, were each awarded the Certificate of Achievement for Excellence in Financial
Reporting by the Government Finance Officers Association of the United States and Canada ("GFOA"). The Certificate of
Achievement is the highest form of recognition for excellence in state and local government financial reporting.

In order to be awarded a Certificate of Achievement, a government must publish an easily readable and efficiently
organized comprehensive annual financial report, the contents of which conform to program standards. Such CAFR must satisfy
both GAAP and applicable legal requirements. A Certificate of Achievement is valid for a period of one year only. The
Commonwealth has submitted the fiscal 1995 CAFR to the GFOA. The Comptroller believes that the 1995 CAFR will conform
io the Certificate of Achievement program requirements.

{iverview of Capital Spending Process and Controls

Capital Projects Fund Structure. Capital projects funds ("Capital Projects Funds") are used to account for financial
activity related to the acquisition of major capital assets. Line item capital appropriations are authorized from Capital Projects
Funds. Such capital spending is financed principally from proceeds of Commonwealth bonds and bond anticipation notes,
federal reimbursements and transfers from other governmental funds. The issuance of bonds and bond anticipation notes
requires that both houses of the Legislature approve, by a two-thirds \fotc, bond authorizations to incur debt for specific
purposes. See "COMMONWEALTH BOND AND NOTE LIABILITIES -- Overview." Pursuant to state finance law, the Governor,
through the Secretary of Administration and Finance, has discretion over the allotment and, therefore, the actual expenditure

of funds authorized by capital appropriations.
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Five-Year Capital Spending Plan. In August, 1991, the Governor announced the development of a five-year capital
spending plan (the "Five-Year Capital Spending Plan"). The Five-Year Capital Spending Plan, which is an administrative
guideline and subject to amendment by the Governor at any time, sets forth capital spending allocations for a period of five
fiscal years and establishes capital spending limits. The Governor has also introduced a set of capital spending controls. See
"Capital Spending Controls."

The policy objective of the Five-Year Capital Spending Plan is to limit the Commonwealth’s debt burden by controlling
the relationship between current capital spending and the issuance of Commonwealth bonds. Capital appropriations enacted
by the Legislature are typically supported by bond authorizations. The Governor, by utilizing his discretion over the allotment
of capital appropriations, may control the rate at which capital expenditures occur, and therefore control the amount of bonds
issued to finance such expenditures.

The following table, entitled "Summary of Five-Year Capital Spending Plan and Plan of Finance," sets forth current
estimates of capital spending of the Commonwealth, including the MBTA, as well as the sources of funding for such capital
spending, including federal aid, for fiscal years 1996 through 2000. Total capital spending for fiscal years 1996 through 2000
to be financed from Commonwealth debt is forecast at approximately $4.498 billion, which is significantly below legislatively
authorized capital spending levels. In addition, the Five-Year Capital Spending Plan also forecasts total MBTA capital
expenditures of approximately $1.501 billion for fiscal years 1996 through 2000, which spending is expected to be financed
through the issuance of MBTA bonds, and assumes that the projected level of Commonwealth capital spending will leverage
additional federal transportation aid of approximately $6.368 billion for this period. The anticipated levels of federal aid rely

projects and for state highways and bridge repair, as well as mass transit. Because of the uncertainties associated with the
federal legislative process with respect to future levels of federal financial assistance to states for transportation infrastructure
improvements, the reliability of these assumptions regarding federal aid in fiscal years 1997 through 2000 is uncertain. The
Executive Office for Administration and Finance regularly reviews the Five-Year Capital Spending Plan to account for changes
in the expected timing and amount of the Commonwealth’s capital expenditures. The table assumes that all Commonwealth
bonds related to a particular year’s expenditures will be issued in the same year. In practice, Commonwealth capital
expenditures often occur prior to the issuance of the related bonds. Accordingly, it is customary for some Commonwealth
bonds to be issued in a subsequent fiscal year to finance capital expenditures made in the prior fiscal year. Fiscal 1995 capital
expenditures amounting to approximately $239 million will be financed through the issuance of bonds in fiscal 1996; such bonds
are not included in the following table.



Summary of Five-Year Capital Spending Plan and Plan of Finance(1)
(in millions)

1996 1997 1998 1999 2000 Total

Uses of Funds

Information Technology $20 $21 $17 $19 $19 $ 96

Infrastructure(l) 114 217 237 214 202 984

Environmental Affairs
Commonwealth Expenditures 77 61 48 74 60 320
Wastewater Treatment 25 25 25 25 25 125
Open Space Acquisition 40 45 45 45 45 220
Subtotal 142 131 118 144 130 665

Housing 65 71 78 78 gt 369

Transportation
Commonwealth Expenditures 450 367 358 388 413 1,976
Turnpike Authority-Supported Expenditures(2) 100 0 0 0 0 100
MBTA 360 382 388 184 187 1,501
Federal Highway/MBTA Aid 1,174 1,212 1,399 1,552 1,031 6,368
Subtotal 2,084 1,961 2,145 2,124 1,631 9,945

Economic Development/Miscellaneous 107 _ 87 _92 _57 _65 __408
Total $2,532 $2,494 $2,687 2,636 $2,118 $12,467

Sources of Funds

Federal Aid $1,174 $1,212 $1,399 $1,552 $1,031 $6,368

Commonwealth Debt (3) 898 900 900 900 900 4,498

Turnpike Authority Debt Proceeds(2) 100 0 0 0 0 100

MEBTA Bonds 360 382 _388 _184 _187 1,501
Total $2,532 $2.494 2,687 $2,636 $2,118 $12.467

SOURCE: Executive Office for Administration and Finance.

[¢)) Includes hospital consolidation, prison, courts and higher education construction and miscellaneous other projects.

)] Legislation enacted in August, 1995 provides for a $100 million payment from the Massachusetts Turnpike Authority to the Commonwealth for

use in meeting transportation—related obligations. See discussion below.
3 Includes general obligation bonds and special obligation bonds.

The Commonwealth anticipates that a substantial portion of the state-financed share of the Five-Year Capital Spending
Plan will be financed from the proceeds of general obligation debt. Due to the size and complexity of the Commonwealth’s
capital program, and other factors, the timing and amount of actual capital expenditures and debt issuances over the period will
likely vary somewhat from the annual spending amounts contained in the Five-Year Capital Spending Plan.

On August 10, 1995 the Governor signed legislation which transferred to the Massachusetts Turnpike Authority
("MTA") a new tunnel under the Boston Harbor, the Ted Williams Tunnel, which links the current terminus of the
Massachusetts Turnpike with Logan Airport. The legislation authorizes the MTA to issue, prior to June 30, 1999, up to $300
million of Commonwealth-guaranteed notes to finance, among other things, the payment to the Commonwealth of the acquisition
costs of the Ted Williams Tunnel. On February 1, 1996, the MTA issued $259,315,000 of its guaranteed bond anticipation
notes, to provide for, among other things the payment to the Commonwealth no later than April 26, 1996 of $100 million as
partial payment for the Ted Williams Tunnel. See "COMMONWEALTH BOND AND NOTE LIABILITIES -- Commonwealth-
Guaranteed Debt; Massachusetts Turnpike Authority." Additional payments, if any, are to be determined pursuant to a joint
feasibility study to be undertaken by the MTA and the Executive Office of Transportation and Construction ("EOTC"). The
feasibility study is also to address, with the participation of the Massachusetts Port Authority, payments to be made by the Port
Authority for the cost of construction of the third harbor tunnel and for the annual operating and maintenance costs of the tunnel
and to identify Commonwealth assets to be transferred to the Port Authority commensurate with the value of the capital
contribution required from the Port Authority. The feasibility study is also to encompass the governance, need and
implementation of a metropolitan highway system. The feasibility study is to be completed by December 1, 1996; the House
of Representatives has passed legislation (as part of a supplemental appropriations bill which is pending before a legislative
conference committee) that would require a "complete interim draft" of the study to be filed with the Legislature by June 1,
1996. The August, 1995 legislation also authorizes capital expenditures of $400 million for various transportation projects
throughout the Commonwealth to be financed through the issuance of general obligation bonds, in order to satisfy cestain
requirements relating to federal assistance.
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In recent months, the Governor has signed into law several capital outlay bills authorizing Commonwealth bonds in
the aggregate amount of approximately $1.851 billion for higher education campus improvements ($617 million), prison
construction ($486 million), open space and environmental enhancement ($399 million), certain county courthouses and lock-ups
($104 million), oil and hazardous materials clean-up ($100 million), information technology systems in the trial court $75
million) and various other capital projects ($70 million). The Executive Office for Administration and Finance plans to
authorize expenditures under the above measures in a manner consistent with the annual spending limitations established under
the Five-Year Capital Spending Plan.

On February 14, 1996, the Legislature enacted and sent to the Governor a capital outlay bill that would authorize $195
million in Commonwealth bonds for seaport improvements and $85 million to provide freight rail service lines with a so-called
doublestacking capacity. The Governor has not yet taken action with respect to the bill. The legislative conference committee
that produced the final version of the bill did not include provisions in the Senate version of the bill which would have
authorized $100 million for convention centers throughout the state and Commonwealth-supported debt in the amount of $500
million to be issued by the Massachusetts Convention Center Authority to finance a new convention center in Boston. A similar
convention center authorization passed the Senate as a separate bill and has not been acted on by the House of Representatives.
The House did not approve any measure in 1995 related to the construction of a new convention center or sports facility in

Boston.

The House Ways and Means Committee is considering a bond authorization bill filed by the Governor on September
22, 1995 and approved by the Legislature’s Committee on Transportation on January 22, 1996 which, as so approved, would
authorize Commonwealth bonds in the amount of approximately $1.802 billion and MBTA bonds in the amount of $365.6
million for a variety of transportation projects.

Capital Spending and Controls. In conjunction with the development of the Five-Year Capital Spending Plan, the
Governor has directed the implementation of a number of accounting procedures and fiscal controls to limit agency capital
spending to the levels established by the Five-Year Capital Spending Plan. Since July 1, 1991, all agency capital spending has
been tracked against the Five-Year Capital Spending Plan on both a cash and an encumbrance accounting basis on MMARS,
and federal reimbursements have been budgeted and monitored against anticipated receipts.

The Governor is pursuing additional measures to limit the practice of shifting operating agency personnel costs and
other operating expenditures to Capital Projects Funds. Implementation of this full-cost budgeting approach to relate the effect
of capital spending more precisely to the operating budget should provide further incentive for agency managers to control
capital spending.

Audit Practices of State Auditor

The State Auditor is mandated under state law to conduct an audit at least once every two years of all activities of the
Commonwealth. The audit encompasses 750 entities, including the court system and the independent authorities, and includes
an overall evaluation of management operations. The State Auditor also has the authority to audit federally aided programs
and vendors under contract with the Commonwealth, as well as to conduct special audit projects. The State Auditor conducts
both financial compliance and performance audits in accordance with generally accepted government auditing standards issued
by the Comptroller General of the United States. In addition, and in conjunction with the independent public accounting firm
of Deloitte & Touche, the State Auditor performs a significant portion of the audit work relating to the state single audit.

Within the State Auditor’s office is the Division of Local Mandates, which evaluates all proposed and actual legislation
to determine the financial impact on the Commonwealth’s cities and towns. In accordance with state law, the Commonwealth
is required to reimburse cities and towns for any costs incurred through mandated programs established after the passage of
Proposition 2%, the statewide tax limitation enacted by the voters in 1980, unless expressly exempted from those provisions,
and the State Auditor’s financial analysis is used to establish the amount of reimbursement due. See "COMMONWEALTH
PROGRAMS AND SERVICES -- Local Aid; Proposition 2%."

FINANCIAL RESULTS

As the annual operating budget of the Commonwealth is adopted in accordance with the statutory basis of accounting,
public and governmental discourse on the financial affairs of the Commonwealth has traditionally followed the statutory basis.
Consequently, the financial information set forth in this document follows the statutory basis, except where otherwise noted.
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Since fiscal 1990, the Commonwealth has prepared separate audited financial reports on the statutory basis and on a GAAP
basis. See "COMMONWEALTH BUDGET, FINANCIAL MANAGEMENT AND CONTROLS -- Fiscal Control, Accounting and Reporting
Practices of the Comptroller; Financial Reports." The fiscal 1995 statutory basis financial statements, as presented in the
Statutory Basis Financial Report, are set forth in Exhibit B. The fiscal 1995 GAAP basis financial statements, as presented
in the Comprehensive Annual Financial Report, are set forth in Exhibit C.

Selected Financial Data - Statutory Basis

The revenues and expenditures of the budgeted operating funds presented in the following table are derived from the
Commonwealth’s audited statutory basis financial statements for fiscal 1991 through 1995 and estimates for fiscal 1996 prepared
by the Executive Office for Administration and Finance. The financial information presented includes all budgeted operating
funds of the Commonwealth. When the status of a fund has changed during this period, prior years have been restated to
conform to the fiscal 1996 budget.

The Commonwealth currently has 39 active budgeted operating funds. During a fiscal year there are numerous
transactions among these budgeted funds, which from the fund accounting perspective create offsetting inflows and outflows.

In conducting the budget process. the Executive Office for Administration and Finance excludes those interfund
transactions that by their nature have no impact on the combined fund balance of the budgeted funds. The following table
isolates this interfund activity from the budgeted sources and uses to align more clearly forecasts prepared during the budget
process to the detailed fund accounting of the Commonwealth’s annual financial statements. The table also isolates the
assessments on municipalities collected by the Commonwealth and paid to the MBTA and RTA’s. This activity is recorded
in the Commonwealth’s financial statements as part of the General Fund, but it is not appropriated or included in the budget

process.
More detailed information with respect to each of fiscal years 1991 through 1996 is provided in the discussion following

the table. Unless otherwise indicated, the financial information discussed for such fiscal years in this Information Statement
is based upon the financial information contained in this table.
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Budgeted Operating Funds Operations -- Statutory Basis
(in millions)

Estimated
Fiscal Fiscal Fiscal Fiscal Fiscal Fiscal
1991 1992 1993 1994 1995 1996
Beginning Fund Balances
Reserved or Designated $174.5 $119.8 $236.2 $110.4 $79.3 $128.1
Stabilization Fund (1) - 59.2 230.4 309.5 382.9 425.4
Undesignated (1,278.9) 58.1 82.8 142.6 127.1 172.5
Total (1,104.49 237.1 549.4 562.5 589.3 726.0
Revenues and Other Sources
Taxes 8,994.9 9,483.6 9,929.9 10,606.7 11,163.4 11,603.8(2)
Federal Reimbursements (3) 2,777.1 2,393.5 2,674.1 2,901.2 2,969.7 2,968.7
Departmental and Other Revenues 1,204.9 1,187.3 1,327.1 1,187.9 1,273.1 1,179.0
Interfund Transfers from Non-budgeted
Funds and Other Sources “@ 656.6 663.9 778.5 853.9 981.0 1,010.4
Budgeted Revenues and Other Sources 13,633.5 13,728.3 14,709.6 15.549.7 16,387.2 16,761.9
Mass Transit Assessments from
Municipalities 130.2 130.9 137.4 140.4 143.9 147.5
Interfund Transfers among Budgeted Funds
and Other Sources 149.7 366.9 358.7 289.1 399.7 316.5
Total Revenues and Other Sources 13,913.4 14,226.1 15,205.7 15,979.2 16,930.8 17,225.9
Expenditures and Uses
Programs and Services 11,944.5 11,757.4 12,683.6 13,4162 14,0103 14,671.8(5)
Debt Service 942.3 898.3 1,139.5 1,149.4 1,230.9 1,198.5
Pensions 703.9 751.5 868.2 908.9 968.8 1,014.2
Interfund Transfers to Non-budgeted Funds
and Other Uses 64.0 8.8 3.1 48.4 40.4 50.0
Budgeted Expenditures and
Other Uses 13,654.7 13,416.0 14,696.4 15,5229  16,250.5 16,934.5
Payment of Municipal Mass Transit
Assessments to the MBTA and RTA’s 130.2 130.9 137.4 140.4 143.9 147.5
Interfund Transfers among Budgeted
Funds and Other Uses 149.7 366.9 358.7 289.1 399.7 316.5
Total Expenditures and Other Uses 13,934.6 13,913.8 15,192.6 15.952.4  16,794.1 17,398.5
Excess (Deficiency) of Revenues and Other
Sources Over Expenditures and Other Uses 21.2 3123 131 26.8 136.7 (172.6)
Prior Year Deficit Financing 1,362.7 - - . . _
Ending Fund Balances
Reserved or Designated 119.8 236.2 110.4 79.3 128.1 28.5
Stabilization Fund (1) 59.2 230.4 309.5 3829 425.4 446.4
Undesignated 58.1 _82.8 1426 1271 1725 78.6
Total 237.1 549 4 562.5 589.3 726.0 $553.5

SOURCE: Fiscal 1991-1995, Office of the Comptroller; fiscal 1996, Executive Office for Administration and Finance.

(1) Stabilization Fund balances are not expendable without subsequent specific legislative authorization.

(2) Includes the impact of enacted and proposed legislation reforming corporate excise taxes, estimated by the Department of Revenue to be a $49 million
reduction ($44 million enacted, $5 million proposed) in fiscal 1996. See "COMMONWEALTH REVENUES -- State Taxes; Business Corporations Tax."

(3) Includes $513 million for fiscal 1991, $198.6 million for fiscal 1992, $236.3 million for fisca] 1993, $247.8 million for fiscal 1994, $231.9 millio::‘c.)
fiscal 1995 and an estimated $221.0 million for fiscal 1996 in federal reimbursements resulting from claims for reimbursement of cer’tain ux;c e:l
care for Massachusetts hospitals. See "Fiscal Years 1991 through 1995" and "1996 FISCAL YEAR." ompensat

4) Interfund transfers represent accounting transfers which reallocate resources among funds. Fund deficit sy, ort transfe illion §

@ have been eliminated to facilitate comparative analysis. See "COMMON WEALTH REVENUES--Fedem‘;I;nd Other ;:x:ﬁi“l-lse\r'r:xﬂ::: ‘l'n fiscal 1991

(5) Includes $145.2 million currently reserved for contingencies.



In comparison to the prior fiscal year, annual budgeted revenues increased by approximately 0.7% in fiscal 1992, 7.1%
‘n fiscal 1993, 5.7% in fiscal 1994 and 5.4% in fiscal 1995 and are projected to increase by approximately 2.3 % in fiscal 1996.
In comparison to the prior fiscal year, annual budgeted expenditures decreased by approximately 1.7% in fiscal 1992 and
increased by approximately 9.5% in fiscal 1993, 5.6% in fiscal 1994 and 4.7% in fiscal 1995. Annual budgeted expenditures
are estimated to increase by approximately 4.2% in fiscal 1996. In comparison to the prior fiscal year-end, ending fund
balances in the budgeted operating funds for fiscal 1992 totalled $549.4 million, which was $312.3 million, or 131.7%, higher
than fiscal 1991, for fiscal 1993 totalled $562.5 million, which was $13.1 million, or 2.4% higher than fiscal 1992, for fiscal
1994 totalled $589.3 million, which was $26.8 million, or 4.8%, higher than fiscal 1993 and for fiscal 1995 totalled $726.0
million, which was $136.7 million, or 23.2% higher than fiscal 1994. The ending fund balances for fiscal 1996 are projected
to be $553.5 million which is $172.6 million, or 23.8%), lower than the fiscal 1995 year-end balances. See "Fiscal Years 1991
through 1995" and "1996 FISCAL YEAR."

Selected Financial Data - GAAP Basis

The following table provides financial results on a GAAP basis for fiscal years 1991 through 1995 for all budgeted
operating funds of the Commonwealth.

Budgeted Operating Funds Operations - GAAP Basis
(in millions)

Fiscal 1991 Fiscal 1992 Fiscal 1993 Fiscal 1994 Fiscal 1995

Fund equity (deficit) at beginning of year $(1,895.5) $(761.2) $317.4)(1) $(184.1) $(72.0)
Equity Transfer __ 00 ___ 00 __ 00 ___o0o0 91.0
Restated Beginning Balance (1,895.5) (761.2) 317.49H(1) (184.1) 19.0(3)
Revenues and Sources
Taxes 9,131.1 9,471.0 10,015.8 10,602.7 11,253.4
Federal Grants and Reimbursements 2,808.8 2,415.9 2,627.0 2,918.1 2,850.0
Department and Other Revenues 1,359.1 1,441.1 1,522.4 1,303.8 1,336.3
interfund Transfers and Other Sources 800.7 817.5 1,015.7 _ 9803 1,077.8
Total 14,099.7 14,1455 15,181.0 15,8049 16,517.5
Expenditures and Uses
Programs and Services 11,892.5 11,348.8 11,636.5 12,238.8 13,017.8
Debt Service 942.3 751.5 1,139.5 1,149.2 1,163.4
Pensions 706.5 898.3 893.5 830.2 642.2
Interfund Transfers and Other Uses(2) 786.8 767.3 1,378.2 _1,474.6 _1.425.7
Total 14,328.1 13,765.9 15,047.7 15,692.8 16,249.1
Excess (Deficiency) of Revenues and Other

Sources over Expenditures and Other Uses (228.4) 379.6 133.3 112.1 268.4
Prior Year Deficit Financing 1,362.7 - - . B
Fund Equity (Deficit) at End of Year 761.2 $(381.6) $(184.1) 72.0 $287.4

SOURCE: Office of the Comptroller.

1) As restated to reflect discrete presentation of the University and College Fund. This fund balance is increased $64.2 million due to certain
liabilities related to accrued salaries and fringe benefits being transferred to the University and College Fund.
@ A fund deficit support transfer of $234.8 million in fiscal 1991 has been eliminated to facilitate comparative analysis. See "COMMONWEALTH
REVENUES -- Federal and Other Non-Tax Revenues."
(3) As restated to reflect the adoption of internal service funds in the proprietary fund type for certain types of risk financing activity. See Exhibit C -
1995 General Purpose Financial Statements, Note 15.

Using a modified accrual basis of accounting, the GAAP financial statements have provided a picture of the financial
condition of the budgeted operating funds that is different from that reported on the statutory basis. See "Selected Financial
Data -- Statutory Basis." As evidenced in the trend line of fund balance (deficit) over time, however, there is a correlation
between the GAAP basis measurement and the statutory basis measurement. While the difference in fund balance may vary
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in a given fiscal year, both bottom lines trend in the same direction. For a description of the differences between statutory basis
and GAAP basis accounting, see "COMMONWEALTH BUDGET, FINANCIAL MANAGEMENT AND CONTROLS -- Fiscal Control,
Accounting and Reporting Practices of the Comptroller; GAAP Basis of Accounting."

Fiscal Years 1991 through 1995

Application of the adjusted fiscal 1990 fund balance of $258.3 million resulted in a final fiscal 1991 budgetary surplus of $237.1
million. State finance law required that approximately $59.2 million of the fiscal year-end balance be credited to the
Stabilization Fund.

Upon taking office in January, 1991, the new Governor undertook a comprehensive review of the Commonwealth’s
budget. Based on projected spending of $14.105 billion, it was then estimated that $850.0 million in budget balancing measures
would be needed prior to the close of fiscal 1991. At that time, estimated tax revenues were revised to $8.845 billion, $903.0
million less than had been estimated when the fiscal 1991 budget had been adopted. The Governor proposed a series of
legislative and administrative actions, including the withholding of allotments under Section 9C, designed to eliminate the
projected deficit. To address the projected deficit, a number of legislative measures were enacted, including a state employee
furlough program, and the Governor took certain other administrative actions not requiring legislative approval. It s estimated
that spending reductions achieved through savings initiatives and the withholding of allotments totalled $484.3 million for fiscal
1991.

Budgeted expenditures were approximately $13.420 billion in fiscal 1992, which was $238.7 million, or 1.7%, lower
than fiscal 1991 budgeted expenditures. Final fiscal 1992 budgeted expenditures were approximately $300 million higher than
the initial July, 1991 estimates of budgeted expenditures. While certain expenditures were less than originally estimated,
spending for certain human services programs, in particular, was higher than initially estimated, including an increase of $268_7
million for the Medicaid program and $50.0 million for mental retardation consent decree requirements. Fiscal 1992 budgeted
expenditures for Medicaid were $2.818 billion, or 1.9% higher than fiscal 1991. This increase compared favorably with the
19.0% average annual growth rate of Medicaid expenditures for fiscal years 1988 through 1991. See "COMMONWEALTH
PROGRAMS AND SERVICES -- Medicaid and Group Health Insurance. "

Appropriations for the General Relief and Group Health Insurance programs were among the appropriations reduced
by the Governor prior to signing the fiscal 1992 budget. The Legislature overrode the Governor’s $376.0 million reduction
of the Group Health Insurance appropriation, in essence rejecting the Governor’s proposal to increase the state employee and
retiree share of health insurance costs from 10% to 25%. The General Relief program was abolished and replaced by
Emergency Aid to the Elderly, Disabled and Children ("EAEDC"). The replacement of Genera] Relief with EAEDC is
estimated to have reduced expenditures in fiscal 1992 by $55.1 million, or 29.1%, from spending levels in fiscal 1991 for the
General Relief program. See "COMMONWEALTH PROGRAMS AND SERVICES -- Medicaid and Group Health Insurance” and *-.

Public Assistance."

Overall, the budgeted operating funds ended fiscal 1992 with an excess of revenues and other sources over expenditures
and other uses of $312.3 million and with positive fund balances of $549.4 million. Total fiscal 1992 spending authority
continued into fiscal 1993 amounted to $231.0 million.

1993 Fiscal Year. The budgeted operating funds of the Qommonwealth ended fiscal 1993 with a surplus of revenues
and other sources over expenditures and other uses of $13.1 million and aggregate ending fund balances in the budgeted
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operating funds of the Commonwealth of approximately $562.5 million. Budgeted revenues and other sources for fiscal 1993
totalled approximately $14.710 billion, including tax revenues of $9.930 billion. Total revenues and other sources increased
by approximately 6.9% from fiscal 1992 to fiscal 1993, while tax revenues increased by 4.7% for the same period. In July,
1992, tax revenues had been estimated to be approximately $9.685 billion for fiscal 1993. This amount was subsequently
revised during fiscal 1993 to $9.940 billion.

Commonwealth budgeted expenditures and other uses in fiscal 1993 totalled approximately $14.696 billion, which is
$1.280 billion or approximately 9.6% higher than fiscal 1992 expenditures and other uses. Fiscal 1993 budgeted expenditures
were $23 million lower than the initial July 1992 estimates of fiscal 1993 budgeted expenditures. :

1994 Fiscal Year. The budgeted operating funds of the Commonwealth ended fiscal 1994 with a surplus of revenues
and other sources over expenditures and other uses of $26.8 million and aggregate ending fund balances in the budgeted
operating funds of the Commonwealth of approximately $589.3 million. Budgeted revenues and other sources for fiscal 1994
totalled approximately $15.550 billion, including tax revenues. of $10.607 billion, $87 million below the Department of
Revenue’s fiscal 1994 tax revenue estimate of $10.694 billion. Total revenues and other sources increased by approximately
5.7% from fiscal 1993 to fiscal 1994 while tax revenues increased by 6.8% for the same period.

Commonwealth budgeted expenditures and other uses in fiscal 1994 totalled $15.523 billion, which is $826.5 million
or approximately 5.6% higher than fiscal 1993 budgeted expenditures and other uses.

In June, 1993, the Legislature adopted and the Governor signed into law comprehensive education reform legislation,
requiring substantial annual increases in state appropriations for education purposes over fiscal 1993 base expenditures of
approximately $1.288 billion. See "COMMONWEALTH PROGRAMS AND SERVICES -- Local Aid; Commonwealth Financial Support
for Local Governments. "

1995 Fiscal Year. Fiscal 1995 tax revenue collections totalled $11.163 billion, approximately $12 million above the
Department of Revenue’s revised fiscal year 1995 tax revenue estimate of $11.151 billion, and approximately $556 million,
or5.2%, above fiscal 1994 tax revenues of $10.607 billion. Budgeted revenues and other sources, including non-tax revenues,
collected in fiscal 1995 totalled $16.387 billion, approximately $837 million, or 5.4%, above fiscal 1994 budgeted revenues
of $15.550 billion. Budgeted expenditurss and other uses of funds in fiscal 1995 were approximately $16.251 billion,
approximately $728 million, or 4.7% above fiscal 1994 budgeted expenditures and uses of $15.523 billion. The Commonwealth
ended fiscal 1995 with an operating gain of $137 million and an ending fund balance of $726 million.

The final fiscal 1995 supplemental budget modified, with respect to the fiscal 1995 year-end surplus, the provisions
of state law governing deposits to the Stabilization Fund. See "COMMONWEALTH BUDGET, FINANCIAL MANAGEMENT AND
CONTROLS -- Operating Fund Structure; Stabilization Fund." For fiscal 1995, surplus funds as defined in the law (the sum of
the undesignated fund balances at year-end in the three principal operating funds) in excess of the amount which can be carried
forward as a beginning balance for fiscal 1996 are to be crelited, first, to the Stabilization Fund, to the extent of 0.25% of total
tax revenues, second, to a newly created Cost Relief Fund, to the extent of 0.5% of total tax revenues, and, third, to the
Stabilization Fund, to the extent of any remaining amount. Amounts in the Cost Relief Fund can be appropriated (i) to subsidize
the costs of water pollution abatement projects financed by Massachusetts Water Pollution Abatement Trust loans (limited to
$8 million per fiscal year), (ii) to finance loans to homeowners to facilitate compliance with state environmental regulations
governing the subsurface disposal of sanitary waste (limited to $8 million per fiscal year), (iii) to provide assistance in the
mitigation of sewer rate increases and (iv) for unanticipated obligations, unavoidable deficiencies or extraordinary expenditures
of the Commonwealth. As calculated by the Comptroller, the amount of surplus funds (as so defined) for fiscal 1995 was
approximately $94.9 million, of which $55.9 million was available to be carried forward as a beginning balance for fiscal 1996.
Of the balance, approximately $27.9 million was deposited in the Stabilization Fund, and approximately $11.1 million was
deposited in the Cost Relief Fund.

1996 FISCAL YEAR

The fiscal 1996 budget is based on numerous spending and revenue estimates, the achievement of which cannot be
assured. The budget was enacted by the Legislature on June 12, 1995 and signed by the Governor on June 21, 1995. Fisgcal
1996 appropriations in the Annual Appropriations Act total approximately $16.847 billion, including approximately $25 million
in gubernatorial vetoes overridden by the legislature. In the final supplemental budget for fiscal 1995, approved on August 24,
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1995, another $71.1 million of appropriations were continued for use in fiscal 1996. The Executive Office for Administration
and Finance projects that fiscal 1996 spending will total approximately $16.935 billion, a $684 million, or 4.2%, increase over

As of February 1, 1996 the Governor had signed into law fiscal 1996 supplemental appropriations totalling
approximately $23.5 million, including approximately $12.6 million to fund higher education collective bargaining contracts
and $5.6 million for the Department of Social Services. These appropriations were offset by approximately $10.4 million in
line item reductions, including a reduction of $9.8 million for the state’s debt service contract assistance to the MBTA. Both
the House and Senate have passed supplemental appropriation bills totalling $64.8 million primarily relating to snow and ice
removal costs incurred by both the Commonwealth and cities and towns. The bills are currently awaiting resolution by a
conference committee of the House and Senate. On January 26, 1996 and February 9, 1996, the Governor filed additional
supplemental appropriation bills totalling approximately $7.3 million for costs relating to prison overcrowding relief as well
as reimbursement costs associated with a court settlement. No action has been taken on these bills by either branch of the

Legislature.

Budgeted revenues and other sources to be collected in fiscal 1996 are estimated by the Executive Office for
Administration and Finance to be approximately $16.762 billion. This amount includes estimated fiscal 1996 tax revenues of
$11.604 billion, which is approximately $441 million, or 4.0%, higher than fiscal 1995 tax revenues. The tax revenue
projection is based upon the consensus estimate of approximately $11.639 billion, adjusted for a revenue reduction of $1.7
million resulting from bank tax reform enacted in July, 1995, a reduction totalling $44 million resulting from the corporate
excise tax reform enacted in November, 1995 and a further reduction of $5 million projected to result from additional corporate
excise tax reform still pending before the Legislature, as well as approximately $16 million from certain revenue maximization
initiatives. Through January, 1996, tax revenue collections have totalled approximately $6.619 billion, approximately
$337 million, or 6.0%, greater than tax revenue collections for the same period in fiscal 1995.

Fiscal 1996 non-tax revenues are projected to total approximately $5.158 billion, approximately $66 million, or 1.3 %,
less than fiscal 1995 non-tax revenues of approximately $5.224 billion. Federal reimbursements are projected to decrease by
approximately $1 million, from approximately $2.970 billion in fiscal 1995 to approximately $2.969 billion in fiscal 1996,
primarily as a result of increased reimbursements for Medicaid spending, offset by a reduction in reimbursements received in
fiscal 1995 for one-time Medicaid expenses incurred in fiscal 1994 and fiscal 1995,

year licensing patterns and the delayed impact of the 1991 change to a five-year driver’s license renewal period, a reduction
of approximately $17 million in abandoned property revenues (due to a one-time increase in abandoned property collections
in fiscal 1995 resulting from a change in the Commonwealth’s abandoned property laws) and a decrease of approximately $45

Fiscal 1996 consolidated transfers are projected to increase by approximately $29.0 million, or 3.0%, from $981.0
million in fiscal 1995 to approximately $1.010 billion in fiscal 1996, primarily as a result of g $35.7 million transfer from a
non-budgeted fund to an economic development fund established in the fiscal 1996 budget.



Cash Flow

As of June 30, 1995, the Commonwealth had a cash position of approximately $372.5 million, not including the
Stabilization Fund. This compared to a projected position of $353.0 million. The fiscal 1995 year-end cash position reflected
approximately $102.9 million in advance payments for fiscal 1996 expenses and approximately $239.0 million in capital
expenditures for which the Commonwealth had not yet issued bonds or notes to reimburse itself.

The State Treasurer’s most recent cash flow projection for fiscal 1996, dated November 30, 1995, contains monthly
forecasts through the end of the fiscal year. The cash flow projection anticipates a year-end cash position of approximately
$453.7 million. This projection is based upon the budget enacted by the Legislature for fiscal 1996 and includes a $128.5
million contingency reserve. The projection assumes that $115 million in advance payments for fiscal 1997 expenses will be
made prior to June 30, 1996. The Commonwealth is scheduled to complete an updated cash flow projection at the end of
February, 1996.

The Commonwealth currently has outstanding $98 million of commercial paper, which was originally issued as bond
anticipation notes to reimburse the Commorwealth for capital expenditures. The Commonwealth anticipates retiring these notes
in March, 1996 with the proceeds of long-term bonds.

The current cash flow projection anticipates no need for the Commonwealth to borrow for operating needs under its
commercial paper program during the remainder of fiscal 1996. The State Treasurer may issue additional commercial paper
periodically during fiscal 1996 depending on the timing of future bond sales. See "COMMONWEALTH BOND AND NOTE
LIABILITIES - General Obligation Debt; Commonwealth General Obligation Notes."

The year-end cash position projected for fiscal 1996 is likely to differ from the estimated ending balance for the
Commonwealth’s budgeted operating funds for fiscal 1996 due to timing differences and the effect of certain items relating to
non-budgeted funds.

1997 FISCAL YEAR

On January 23, 1996, the Governor submitted his fiscal 1997 budget recommendations to the Legislature, implementing
certain of the recommendations previously proposed in his reorganization plan released on November 1, 1995. See "THE
GOVERNMENT -- Government Reorganization Plan." The proposal calls for budgeted expenditures of approximately $16.739
billion. After adding back $151 million in higher education expenditures and $511 million in transitional assistance and other
human services programs that the Governor’s budget would move to non-budgeted funds, and subtracting approximately $45
million in additional budgeted revenue and spending that would result from the proposal that the Commonwealth assume certain
county government functions, proposed fiscal 1997 spending totals $17.360 billion. This represents an increase of $426 million,
or 2.5%, over currently estimated fiscal 1996 expenditures of $16.935 billion. Proposed budgeted revenues for fiscal 1997
are approximately $16.807 billion. After adjusting for the spending and revenue shifts between budgeted and non-budgeted
funds described above, proposed fiscal 1997 budgeted revenues total approximately $17.429 billion, an increase of
approximately $667 million, or 4.0%, over currently projected fiscal 1996 revenues. The Governor’s recommendations project
a fiscal 1997 ending balance of approxirnately $622 million, including $467 million in the Stabilization Fund.

The Governor’s budget recommendations are based on a fiscal 1997 tax revenue estimate of $11.968 billion. After
subtracting $37 million in additional deeds excise tax revenue that the Commonwealth would collect in fiscal 1997 under the
proposal that the state assume many of the functions of county governments, this represents a $328 million, or 2.8%, increase
over estimated fiscal 1996 tax revenues of $11.604 billion. The estimate also reflects an assumed reduction in personal income
{ax rates, as proposed by the Governor, projected to reduce base tax revenues by approximately $133 million in fiscal 1997.
See "COMMONWEALTH REVENUES -- State Taxes; Income Tax." The fiscal 1997 tax revenue estimate also takes into account
the effect of the recently enacted "single sales factor" for calculating corporate excise tax liability, which will result in an
estimated reduction in fiscal 1997 tax revenues of $46 million compared to fiscal 1996 collections. See "COMMONWEALTH
QEVENUES -- State Taxes; Business Corporations Tax."

Under the Governor’s fiscal 1997 budget recommendations, fiscal 1997 non-tax revenues are estimated to total

approximately $4.839 billion. After adjusting for the shifts to and from non-budgeted funds explained above, this represents
an increase of approximately $339 million, or 6.6%, above currently estimated fiscal 1996 non-tax revenues. This change is
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attributable almost entirely to projected increases in federal revenue in fiscal 1997, due to assumed changes in the method by
which the federal government will distribute reimbursements and grants for federally supported state programs, particularly
Medicaid and transitional assistance (such as Aid to Families with Dependent Children). The revenue projections in the
Governor’s proposal are based upon the federal budget reconciliation bill passed by the United States Congress and vetoed by
the President in December, 1995. The proposed new distribution rules embodied in that bill are essentially the same as those
recently agreed upon by the National Governors Association and would implement block grants to states for transitional
assistance programs, as well as provide for increased reimbursement rates (up to a certain cap) for state Medicaid spending.
As of this date, discussions among the state governors, Congress and the President on these and other federal budget issues are
ongoing.

The Governor’s fiscal 1997 budget recommendations include increases in spending in certain priority areas, including
$243 million to fully fund the Education Reform Act of 1993, $43 million in additional lottery local aid distributions to
Massachusetts cities and towns, $35 million for law enforcement and criminal justice programs, $15 million for foster care
programs and to hire additional social workers, and $50 million for new day care slots for participants in transitional assistance
programs. They also provide funding for certain other increased costs, including Medicaid, pensions and debt service. The
recommendations allocate $100 million for contingencies, including collective bargaining.

The fiscal 1997 budget proposal reflects savings projected to occur as a result of the Governor’s proposed
reorganization of state government, including a reduction in the number of cabinet secretariats from eleven to six and the
consolidation of many departments and purchasing activities. See "THE GOVERNMENT -- Government Reorganization Plan. "
The budget proposal estimates that this restructuring, as well as other savings initiatives included in the Governor’s fiscal 1997
budget recommendations, will result in savings of more than $300 million.

The Governor’s fiscal 1997 budget recommendations will now be taken up by the House Ways and Means Committee
as the first step in legislative consideration of the fiscal 1997 budget.
COMMONWEALTH REVENUES
In order to fund its programs and services, the Commonwealth collects a variety of taxes and receives revenues from
other non-tax sources, including the federal government and various fees, fines, court revenues, assessments, reimbursements,
interest earnings and transfers from its non-budgeted funds. In fiscal 1995, approximately 68.1% of the Commonwealth’s

annual budgeted revenues were derived from state taxes. In addition, the federal government provided approximately 18.19%
of such revenues, with the remaining 13.8% provided from departmental revenues and transfers from non-budgeted funds.

Distribution of Revenues

The following table sets forth the Commonwealth’s actual revenues in its budgeted operating funds for fiscal 1991
through 1995 and estimated revenues for fiscal 1996.
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Commonwealth Revenues -- Budgeted Operating Funds
(in millions)

Estimated
Fiscal Fiscal Fiscal Fiscal Fiscal Fiscal
1991(1H) 1992(1) 1993(1) 1994 1995 1996

Tax Revenues:
Alcoholic Beverages $ 662 $ 635 $ 60.6 $ 602 $ 60.7 $57.0
Banks

Commercial 27.4 17.6(2) 74.7 136.9 164.5 160.0

Savings 20.6 42.5 78.2 63.0 41.4 49.0
Cigarettes (3) 144.4 139.9 190.2 2373 2342 234.0
Corporations 612.2 643.8 737.4 782.3 911.0 890.0 (5)
Deeds 30.1 322 34.0 402 40.3 40.0
Income 5,045.1(4) 5,337.0 5,374.9 5,689.8 5,974.2 6,356.8
Inheritance and Estate 249.5 260.2 267.3 271.5 209.3 146.0 -
Insurance (6) 267.8 284.8 280.5 290.2 292.6 307.3
Motor Fuel 464.2 541.1 557.2 562.6 571.5 607.0
Public Utilities 59.3 52.9 69.1 81.8 88.7 88.0
Racing 275 26.1 15.7 13.4 12.7 13.0
Room Occupancy 56.0 55.9 59.3 62.8 68.8 68.0
Sales

Regular 1,392.1 1,443.6 1,548.1 1,664.3 1,796.6 1,874.0

Meals 291.7 296.3 303.2 3234 3443 358.0

Motor Vehicles 225.6 238.7 272.9 314.5 340.4 349.0
Sub-Total--Sales 1,909.4 1,978.6 2,1242 2,302.2 2,481.3 2,581.7
Miscellaneous 152 75 6.6 6.5 6.2 6.7

Total 8,994.9 9,483.6 9,929.9 10,606.7 11,163.4 11,603.8
Non-Tax Revenues:
Federal Reimbursements(7) 2,777.1 2,393.5 2,674.1 2,901.2 2,969.7 2,968.7
Departmental and Other Revenues 1,204.9 1,187.3 1,327.1 1,187.9 1,273.1 1,179.0
Interfund Transfers from Non-budgeted

Funds and Other Sources (8) 656.6 663.9 718.5 853.9 981.0 1,010.4
Budgeted Non-Tax Revenues

and Other Sources 4,638.6 4,244.7 4,779.7 4,943.0 52238 5,158.1
Budgeted Revenues and Other Sources  13,633.5 13,728.3 14,709.6 15,549.7 16,387.2 16,761.9

Mass Transit Assessments from
Municipalities 130.2 130.9 137.4 140.4 143.9 147.5

Interfund Transfers among Budgeted

Funds and Other Sources (8) 149.7 366.
Total Revenues and Other Sources §13!913.4 §14!226.1 $15,205.7 $15,979.2 $16,930.8 $17,225.9
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SOURCE: Fiscal 1991-1995, Office of the Comptroller; fiscal 1996, Executive Office for Administration and Finance.
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Includes the impact of tax law changes under Chapters 121 of the Acts of 1990, as amended. The total fiscal 1991 impact of the changes was an estimated
increase in tax revenues in the amount of $1.020 billion, while the fiscal 1992 and 1993 impacts of the changes were estimated at $1.329 billion and
$1.318 billion, respectively.

Reflects settlement of certain litigation, see "Stats Taxes; Business Corporations Tax."

As a result of legislation enacted by the voters, this excise tax was increased effective January 1, 1993. See "State Taxes; Other Taxes."

Excludes $298.3 million collected in fiscal 1991 and attributed to the temporary increase in the income tax dedicated to the Commonwealth Liability
Reduction Fund and the Medical Assistance Liability Fund.

Includes the impact of enacted and proposed legislation reforming corporate excise taxes, estimated by the Department of Revenue to be a $49 million
reduction ($44 million enacted, $5 million proposed) in fiscal 1996. See "COMMONWEALTH REVENUES -- State Taxes; Business Corporations Tax."
Includes $7.2 million in 1991, $6.6 million in 1992, $8.0 million in 1993, $8.7 million in 1994, $8.4 million in 1995 and an estimated $9.3 million in
fiscal 1996 in fees collected by the Division of Insurance relating to high-risk insurance.

Includes $513 million for fiscal 1991, $198.6 million for fiscal 1992, $236.3 million for fiscal 1993, $247.8 million in fiscal 1994, $231.9 million in
fiscal 1995 and an estimated $221.0 million in fiscal 1996 in federal reimbursements resulting from claims for reimbursement of certain uncompensated
care for Massachusetts hospitals. See "FINANCIAL RESULTS -- Fiscal Years 1991 through 1995" and "1996 FISCAL YEAR."

Interfund transfers represent accounting transfers which reallocate resources among funds. Fund deficit support transfers of $234.8 million for fiscal 1991
have been eliminated to facilitate comparative analysis. Includes transfers between the Stabilization Fund and the budgeted operating funds. Transfers
to the Stabilization Fund were $59.2 million, $170.0 million, $76.9 million, $65.4 million and $27.9 million in fiscal 1991, 1992, 1993, 1994 and 1995,
respectively. See +Rederal and Other Non-Tax Revenues" below.
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State Taxes

The major components of state taxes are the income tax, which accounted for approximately 55% of total projected
tax revenues in fiscal 1995, the sales and use tax, which accounted for approximately 22%, and the business corporations tax,
which accounted for approximately 8%. Other tax and excise sources accounted for the remaining 15% of total fiscal 1995
tax revenues. On January 23, 1996, in connection with filing the proposed budget for fiscal 1997, the Secretary of
Administration and Finance released a revised fiscal 1996 tax revenue estimate of approximately $11.604 billion, an increase
of approximately 3.9% over fiscal 1995. The revisions to the revenue estimate include adjustments for a revenue reduction
of $1.7 million resulting from bank tax reform and a further reduction totalling $49 million resulting from corporate excise tax
reforms, as well as approximately $16 million from certain revenue maximization initiatives. :

_ Income Tax. The Commonwealth assesses personal income taxes at flat rates, according to classes of income, after
specified deductions and exemptions. A rate of 5.95% is applied to income from employment, professions, trades, businesses,
rents, royalties, taxable pensions and annuities and interest from Massachusetts banks; a rate of 12% is applied to other interest
(although interest on obligations of the United States and of the Commonwealth and its political subdivisions is exempt) and
dividends; and, as of January 1, 1996, a rate ranging from 12% on capital gains from the sale of assets held for one year and
less to 0% on capital gains from the sale of certain assets held more than six years.

In connection with his proposal to reorganize state government, the Governor filed legislation on January 23, 1996 that
would reduce the personal income tax rate on earned income from 5.95% to 5.45% over two calendar years. The bill would
reduce the rate to 5.70% for calendar year 1997, followed by a reduction to 5.45% in calendar year 1998. The Executive
Office for Administration and Finance estimates that this cut in the personal income tax rate would reduce base tax revenues
by approximately $133 million in fiscal 1997, an additional $265 million in fiscal 1998 and a further $132 million in fiscal 1999,
at which time the proposed tax reduction would be fully implemented.

In December, 1994, the Governor approved legislation modifying the capital gains tax by phasing out the tax for assets
held longer than six years and increasing the no-tax status threshold for personal income tax purposes. The capital gains tax
change did not become effective until January 1, 1996 and, accordingly, is expected to have only a minor effect on fiscal 1996
tax revenues. The no-tax status change reduced fiscal 1995 tax revenues by approximately $5.5 million and is expected to
reduce fiscal 1996 tax revenues by $13.3 million.

Under Chapter 151 of the Acts of 1990, up to 15% of state income tax receipts are pledged to the payment of debt
service on approximately $619.0 million of outstanding Fiscal Recovery Bonds issued pursuant to Chapter 151.  See
"COMMONWEALTH BOND AND NOTE LIABILITIES -- General Obligation Debt; Dedicated Income Tax Debt."

Partially as a result of income tax rate increases, state income tax revenues increased by 5.8% from fiscal 1991 to fiscal
1992. Compared to the prior fiscal year, state income tax revenues increased by 0.7% in fiscal 1993, 5.9% in fiscal 1994 and
5.0% in fiscal 1995 and are projected to increase by 6.4% in fiscal 1996.

Sales and Use Tax. The Commonwealth imposes a 5% sales tax on retail sales of certain tangible properties (including
retail sales of meals) transacted in the Commonwealth and a corresponding 5% use tax on the storage, use or other consumption
of like tangible properties brought into the Commonwealth. However, food, clothing, prescribed medicine, materials and
produce used in food production, machinery, materials, tools and fuel used in certain industries, and property subject to other
excises (except for cigarettes) are exempt from sales taxation. The sales and use tax is also applied to sales of electricity, gas
and steam for certain nonresidential use and to nonresidential and most residential use of telecommunications services.

Business Corporations Tax. Business corporations doing business in the Commonwealth, other than banks, trust
companies, insurance companies, railroads, public utilities and safe deposit companies, are subject to an excise that has a
property measure and an income measure. The value of Massachusetts tangible property (not taxed locally) or net worth
allocated to the Commonwealth is taxed at $2.60 per $1,000 of value. The net income allocated to Massachusetts, which is
based on net income for federal taxes, is taxed at 9.5%. The minimum tax is $456. Both rates and the minimum tax include
a 14% surtax. Compared to the prior fiscal year, business corporation tax revenues increased by 5.1% in fiscal 1992, 14.5%
in fiscal 1993, 6.1% in fiscal 1994 and 16.4% in fiscal 1995. Fiscal 1996 tax revenues from business corporations are
projected to be 2.3% lower than fiscal 1995, taking into account an expected $49 million reduction in the business corporations
tax resulting from the application of the "single sales factor" apportionment formula.
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