Commonwealth of Massachusetts

THE GOVERNOR’S
BUDGET RECOMMENDATION

Deval L. Patrick, Governor
Timothy P. Murray, Lt. Governor

www.mass.gov/budget/governor

Fiscal Year 2013
House 2

Volume 1
January 25, 2012







Executive Office for Administration and Finance

Jay Gonzalez, Secretary
Matthew J. Gorzkowicz, Undersecretary
David E. Sullivan, General Counsel
Mike Esmond, Budget Director

Melissa Andrade Molly Bench Constantine Constantinides
Elizabeth Culhane Bill Daly Matthew Demerle
Rebecca Deusser Anne B. Dickson Tim Dodd

Robert Dolan Abby Dosoretz Goda Dovydenas
Sean Faherty Mark Fine Janet Fogel

Anna Freedman Manny Gonsalves Maria Gonzalez

Brian Gosselin Katie Hammer Bryan Hightower
Lori Hindle Annie Huang Scott Jordan

Megan Karelitz Melissa King Pam Kocher

James LeBlanc Ronald G. Marlow Noah R. Martin, Jr.
Jennifer Mathews Greg Mennis Kevin Miller

Bob Monaco Neil Montague Rachael Neff
Helen O’Malley Diana Ong Candace Reddy
Theresa Sacco Regina Scalley Emme Schultz

Larry Segel Emily Steed Danny Tam
Julissa Tavarez Valerie Valliant Mia Waldron

Alex Zaroulis

Administration and Finance Information Technology
Marcie Desmond, Secretariat Chief Information Officer

Chris Adler Tommy Cai Mike Creamer
Patrick Eaton Dan Folloni Jermaine Giriffin
Ahmed Ibrahim Marc Johnson Lynne Kelly
Paul Keplin William Kiloski Patrick Lau
Dennis McEvoy Hurblin Michel Vincent Piccinni
James Polo Anthony Scialdone Sangit Thamang
Thong Tran

Richard Wentzel

Information Technology Mass.gov Team
Maureen Chew, Chief Applications Officer

Kyle Bradshaw Joseph Galluccio Yukiko Gannett

Andy Larrimore Heather Marren Valerie McKay

Doug Pierson Youssef Riahi Paula Scudieri
Bill Trevor

Special thanks to:
Information Technology Division
The Inter-Secretariat Budget Team

The Governor’'s Budget Recommendation is available on-line at:
www.mass.gov/budget/governor

Telephone: 617-727-2040







Table of Contents

N E= Ao = Lo T €U o [ Y PPPPRPPPPP i-7
Budget Message

A Message from the GOVEIMON ..........uuiiiiieiie it e e e e e e e s e e e e e e e anees 1-15

A Message from the Secretary of Administration and Finance.......................... 1-17

Summary of Fiscal Year 2013 BUAQET .......ouviiiiiiiiiiiiiiiiiieiiiiiiiei i aaaeeaseeaneanneeanessaennasanne 1-21

Issues in Brief

GOVEINOI PAICK'S PrIOMEIES .........cccoiiieeeeeeeeee ettt 2-29
Closing the AChIEVEMENT GAP .....coiiiiiiiiiiie et e e e e e 2-31
Investing in Job Creation ... 2-35
Positive Youth Development & Youth Violence Prevention...........cccccccii 2-39
Addressing Health Care COSES..........uuiiiiiiiiiii e 2-43

Changing the Way Government DO€S BUSINESS..............ccoou i 2-53
Reforms to Local Housing AUthorities............ccoooi i 2-55
Initiatives 10 ENd HOMEIESSNESS ........ouiiiiiiiiiiie e 2-57
Investing in Community COlIEJES..........coooiiiiiiii 2-59
Criminal JUSEICE REFOIMS ... 2-61
S TU o] oo il o] @ LU T =T (=Y = 2-65
Improving Children, Youth & Families Services..........cccccoiiiiii 2-67
Investing in Our CoOMMUNILIES ........ccooiiiiiee 2-69
Government Accountability & TranSPaArENCY.........oiiiuuiiiiiiiiee e 2-71
Social INNOVAtioN FINANCING ......eiiiiiii et 2-75
Innovation & TEChNOIOQY .......ccooiiiiiii 2-77
Y oTe =Ty T4 ] g o U= = o] 11 1= = 1| 2-79
Health Promotion & Wellness INVESIMENTS ............oooiiiiiiii e 2-81
Quasi-Public Entity REfOIMIS .......coiiiiiie et a e e e e ennes 2-85
Improved Facilities ManagemMeEnt ..........coooi i 2-87

Fiscal & Management REfOMMIS. .........uu i 2-89



FY 2013 Governor's Budget Recommendation

Budget Recommendations
APPropriation SUMMANY .......coooiiiiii e 3-97
Outside SECHION SUMMAIY ....uuiiiiiiiiiiiiiiiiii e n s aaaaaaaasaasees 3-129
Aid to Cities and Towns
(o To% | N o ST 4-135
Section 3 Aid t0 CitieS and TOWNS .....ooiiiiiiieieiee e a e 4-137
Capital Budget and Debt

Capital INVESIMENT PIAN .......uiiiiiiiiii e nnnanne 5-149

www.mass.gov/budget/governor Pagei-6



Navigation Guide

What is House 2

House 2 is a legal document, in the form of a bill, creating the annual Massachusetts state budget that funds all
aspects of state government; the courts, legislature, executive branch agencies, dozens of boards and some
authorities. House 2 recommends funding levels for a fiscal year beginning on July 1 and ending on June 30.
House 2 has been submitted by Governor Patrick by the fourth Wednesday in January, as prescribed by the
Massachusetts General Law (MGL) Chapter 29, section 6D, and the State Constitution.

This guide is designed to help users locate information most important to them in a quick and efficient manner.

Volume 1:

Welcome to the Governor’s Fiscal Year 2013 Budget Recommendation. The following document (House 2,
Volume 1) is a concise summary of the administration’s budget proposal, leveraging achievements to date and
focusing on the continued challenges that we are addressing in the coming fiscal year. This document provides
an approachable, clearly articulated message that we hope will engage citizens and interested parties throughout
the Commonwealth. In this volume, you will find the Governor’'s message, Secretary of Administration and
Finance’s message, budget summary and Issues In Brief that highlight the Governor’s priorities and that speak to
initiatives that are changing the way government does business. Additional sections provide the recommended
funding level for each appropriation account and summaries of the outside sections of the budget (proposed
statutory language changes), local aid to cities and towns and the capital budget.

The Governor’s Budget Recommendation is separated into two volumes: Volume 1 is divided into five sections:

Commomseaih of Massacrusetts

THE GOVERMOR'S

BuogeT RECOMMENDATION Section Tabs:
Dl L. Py G R
Timothy P. Munay, LE Govemor s Introduction

* Budget Message

m ® |ssuesin Brief

s Budget Recommendations
S — * Ajd to Cities and Towns

* Capital Budget and Debt

Fiscal Year 2013
Mg 2

Vohara 1
Jursary 16, JiT

Budget Message

The messages from the Governor and the Secretary of Executive Office for Administration and Finance and the
budget narrative offer insight into why and how decisions are made and how they impact the residents and
businesses of the Commonwealth.

Issues in Brief

Previously a separate volume of the budget recommendation, the Issues in Brief are now front and center in this
budget document, as they describe the heart of this administration’s policy initiatives. The Issues in Brief section
includes a narrative on each of the Governor’s priorities and other key initiatives to change the way government
does business.
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Governor Patrick’s Priorities

Closing the Achievement Gap

Investing in Job Creation

Positive Youth Development & Youth Violence Prevention
Health Care Cost Containment

Changing the Way Government Does Business

Reforms to Local Housing Authorities
Initiatives to End Homelessness

Investing in Community Colleges

Criminal Justice Reforms

Support for Our Veterans

Investing in Our Communities

Government Accountability & Transparency
Social Innovation Financing

Innovation & Technology

Modernizing the Bottle Bill

Health Promotion and Wellness Investments
Quasi-Public Entity Reforms

Improved Facilities Management

Fiscal and Management Reforms

Budget Recommendations

The Budget Recommendation Summary section includes a narrative, appropriation recommendation listing by line
item, and an outside section summary.

The appropriation summary is a useful overview of all line items. This section is particularly important because a
number of accounts are consolidated in the Governor’'s Budget Recommendation. The Account Listing identifies
each account that was consolidated into another line item, its title, the level of funding the account received in the
previous budget, the current year spending, the fiscal year 2013 funding and a crosswalk notation. This allows
users to determine the location of former accounts.

The outside sections are shorter pieces of legislation that are attached to the budget in order to legally implement
recommendations of the budget. Often an existing law must be changed in order make the provisions of the
recommended budget possible. An outside section may have a financial impact, or a language change.

Aid to Cities and Towns
Aid to Cities and Towns, otherwise known as local aid or Section 3, contains a descriptive narrative of the funding

impact of the budget on the 351 municipalities in the Commonwealth, as well as a detailed alphabetical listing of
all cities and towns. The local aid summary looks like this:

Unrestricted

General

MUNICIPALITY Chapter Government
70 Aid

ABINGTON 7,808,577 232,986
ACTON 5,228,141 165,673
ACUSHNET 6,510,503 179,576
ADAMS 9,141 239,088
AGAWAM 16,486,547 436,324

Capital Budget and Debt

The capital budget section describes the Commonwealth's five-year capital investment plan, including
accomplishments and initiatives to date, sources of capital funds, debt affordability policies and description of
capital investments by investment categories.

www.mass.gov/budget/governor Pagei-8
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Volume 2: Available On-Line at: www.mass.gov/budget/qovernor

Volume 2 elaborates in detail the financial intricacies of Volume 1. The expanded document includes:
Budget Development

The budget development section includes a detailed discussion of the state’s fiscal condition, financial policies,
governance structure and specific challenges faced in the development of the budget. It also includes narratives
on local aid and a discussion of the status of healthcare funding in the budget.

Financial Statements

The financial statements section includes detailed charts with actual and projected revenues and spending for the
previous, current and upcoming fiscal years, broken out by funds for all of the budgetary items. The Financial
Statements section includes:

o Fiscal Note

e Financial Statement and Overview
e Fund Balance Tables

e Fund Charts and Descriptions

Appropriation Recommendations

The appropriation recommendations section is the core of the budget. It includes much of the language that helps
make this document a bill, as well as departmental mission statements.

Massachusetts General Law (MGL Chapter 29, section 6 D) dictates the format that all budget documents must
follow. The most noteworthy elements of the budget document include:

e Introductory Narratives

e Section1 — Preamble

e Section 1A — Revenue by Source Fund

e Section 1B — Non-Tax Revenue Summary
e Section 1C — Consolidated Transfers; Fund Balance Tables; Financial Statements
e Section2 - Line Item Appropriations

e Section 2B — Chargebacks

e Section 2D — Federal Trust Funds

e Section 2E — Operating Transfers

e Section3 - Local Aid

e Section4 - Begins the Outside Sections

What is a Line Item?

Line items, also called accounts, represent the individual funding recommendation by department. It is the unit by
which the Legislature appropriates money. In most cases a single department may have multiple line items that
make up a department’s total budget.

Line items consist of an eight-digit account number (e.g., 7002-0200), language identifying how money may be
spent, the amount and the source of the funding.

Finding Line Item Information

In order to locate information on a service or area of government in H2, it must be known where the account
resides in the governmental hierarchy. A common structure for locating a line item is:

Secretariat — Department — Line Iltem (Account)

Pagei-9 www.mass.gov/budget/governor
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For example, if information on “asbestos abatement” funding in the Commonwealth is being sought, there must be
a general understanding that this funding resides in the Department of Labor within the Labor and Workforce
Development Secretariat:

Executive Office of Labor and Workforce Development —
Department of Labor —
Division of Occupational Safety —
Asbestos Abatement and Deleading Services

Er_r_,l.rrw= QFFICE OF LAaca AND WORKFORGE DEVELOPMENT .ouuain
==l TAFI'f'C!FLABDRF.NDWL‘H‘:FURLEUL\'I:LIJ:'HEHT

i) nusl:rial .ﬁ.ocldenls warsi '
Divigion of Latar Retalions... it st s e b s et b SRS NS L LRSI SR S R

How to Read Line Item Information:

The Governor’s Budget Recommendation provides a wealth of information on funding recommendations. The
following information is provided regarding our search for asbestos abatement funding:

Department Name: ~ Department of Labor Standards

The mission of the Department of Labor Standards (DLS) is to promote and protect workers’ safety, health, wages
Department Mission:  and working conditions. In collaboration with public and private entities, DLS protects workers by means of
education and training, workplace safety and health consultation and assessment, occupational injury and iliness
data collection and analysis, and consistent and responsible administration and enforcement of its statutes and
regulations. DLS carries out its objectives in a manner that supports employers and strengthens the
Commonwealth's communities and economy. In addition, DLS also promotes, develops and services registered
apprenticeship programs in the Commonwealth through its Division of Apprenticeship Training (DAT)

FY2013 FY2013 FY2013 FY2013
o Budgetary Federal Total Budgetary
Total Spending:  Resource Summary (000) Recommend- Trust Spending Mon-Tax
ations and ISF Revenue
Department of Labor Standards 2,527 247 2,775 0
Department Website: www.mass.gov/lwd/labor-standards/dls/
Direct Appropriations 2,527,448

DEPARTMENT OF LABOR STANDARDS

7003-0200  For the operation of the department of labor standards; provided, that positions fora 2,074,598
program to evaluate asbestos levels in public schools and other public buildings shall
not be subject to chapter 31 of the General Laws

Line Item Information:

Retained Revenues

AsBESTOS DELEADING EA SERVICES

7003-0201  For the department of labor standards; provided, that the department may expend an 452,850
amount not to exceed $452,850 received from fees authorized under section 3A of
chapter 23 of the General Laws and civil fines issued under section 1978 of chapter

111 of the General Laws, section 46R of chapter 140 of the General Laws and
section BF1/2 of chapter 149 of the General Laws

Operating Transfers

The operating transfers are stated in Section 2E of the bill. The Patrick-Murray Administration introduced this new
section to reflect spending that occurs in "off-budget” trust funds, but that is more appropriately reflected
alongside all other state spending. While expenditures for these programs will continue to occur from trust funds,
Section 2E reflects the spending that occurs through transfers to those funds. This section is particularly important
to highlight the Governor's commitment to transparency and accountability in the budget. Section 2E includes
transfers to the following trust funds:

State Retiree Benefits Trust Fund

Delivery System Transformation Initiative

Medical Assistance Trust Fund

Commonwealth Care Trust Fund (includes funding for the Health Safety Net Trust Fund)
Massachusetts Transportation Trust Fund

Science Technology Engineering and Mathematics Pipeline Fund

www.mass.gov/budget/governor Pagei- 10
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Local Aid

Local aid represents Section 3 of the bill. Local aid contains a descriptive narrative of the funding impact of the
budget on the 351 municipalities in the Commonwealth, as well as a detailed alphabetical listing of all cities and
towns.

Outside Sections

The outside sections are shorter pieces of legislation that are attached to the budget in order to legally implement
recommendations of the budget. Often times, an existing law must be changed in order make the provisions of
the recommended budget possible. An outside section may have a financial impact or just a language change.
All outside sections are in narrative format.

How to Read an Outside Section

The following outside section example authorizes limited transferability between line items in the same executive
office, after 15 day notice to the Legislature:

Line-item Transferability

SECTION 30. Notwithstanding any general or special law to the contrary, the secretary of administration and
finance may authorize the transfer of funds from any item of appropriation for fiscal year 2010 for any executive
branch agency to any other item of appropriation for that agency or within its executive office. No transfer
authorized by this section shall exceed 5 per cent of the amount appropriated for an item. The secretary of
administration and finance shall notify the house and senate committees on ways and means 15 days before a
transfer pursuant to this section.

Tax Expenditure Budget

While the state collects more than $20 billion in taxes each year, there are numerous exemptions to the current
tax law which are estimated to cost the state more than $25 billion in FY 2013. These exemptions are in sales tax
exclusions, personal income tax exemptions and corporate excise taxes exemptions.

How to Read a Tax Expenditure

The following personal income tax expenditure contains all the elements of a tax expenditure. It contains the
federal classification of the tax, the description, the legal reference (the Internal Revenue Code) and the
estimated amount of potential revenue to the Commonwealth that is “lost” due to this exemption.

Class D Mumber: 1040 Exemplion of Warkers' Compensation Benefils
Description: Wirkiers® compensalion banefits are not taxed. These are benafits paid to disabled employeas ar their
survivars for employment-related injuries or disezses.

Internal Revenue Code: Origin: IRC § 104 ()(1)
Revenue "Loss™ Eslimate: §7.5

Resources

Additional resources are included in the final tab, including
e University of Massachusetts’ Donahue Institute Economic Outlook Report
e Glossary of budget terminology

The Economic Outlook Report is prepared by the Massachusetts State Data Center (MassSDC) at the University
of Massachusetts Donahue Institute and may be relevant in evaluating the economic and financial condition and
prospects of the Commonwealth of Massachusetts.

The Glossary is an alphabetical list of terms, acronyms and concepts that are particular in the development of the
Governor’'s Budget Recommendation.
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