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To the Honorable Senate and House of Representatives:

Pursuant to section 5 of Article LXIII of the Amendments to the
Massachusetts Constitution, I am today disapproving and reducing certain
items in House Bill No. 5500, entitled "An Act Making Appropriations for the
Fiscal Year Nineteen Hundred and Eighty-Eight for the Maintenance of the
Departments, Boards, Commissions, Institutions and Certain Activities of the
Commonwealth, for Interest, Sinking Fund and Serial Bond Requirements and
for Certain Permanent Improvements."

The budget adopted by the Legislature is a forward-looking document
that builds on the accomplishments of the last several years and provides
responses to the critical problems confronting the Commonwealth. lam
extremely pleased that this budget provides funding for the vast majority of
initiatives I proposed in House 1, as well as many important legislative
initiatives. Enactment of this budget will be the first step towards
bringing down the barriers to opportunity for those Massachusetts residents
who up to now have not been able to benefit from the state's tremendous
economic growth.

While I agree with the budget's goals, and with almost all of its
specific appropriation items, I am concerned that the budget in its present
form is out of balance. I cannot sign a budget authorizing spending at a
level that is not balanced by available revenues. The budget approved by
the Legislature creates cause for concern, for several reasons.

First, the budget relies on a tax revenue estimate that is $6B million
higher than the Administration's most optimistic forecast. FYB7 revenues
increased substantially because of a one-time jump in capital gains taxes
caused by federal tax reform. As a result, FYBB revenue growth is likely to

be much smaller. While I am concerned about the Legislature's higher tax
revenue estimate, if revenues are below expectations I will ask my cabinet
secretaries to reduce spending to supportable levels while meeting the
mandates of the budget.
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The second cause for concern is the budget's heavy reliance on

one-time revenues to support on-going operations in FYBB. The budget would
use "Prior Appropriation Continued" language to permit a total of S4A

million in FYB7 revenue to be spent in FYBB to cover the costs of on-gc
programs In addition, the budget would let $5B million of other rever

collected in previous years be spent in FYBB. This expenditure of $lO2
million that is not supported by current-year revenue would create serd

problems in balancing the FYB9 budget, when the one-time revenue would

longer be available
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Although these problems are serious, neither of them creates
insurmountable difficulties for the Fiscal Year 1988 budget. However, the
budget adopted by the Legislature fails to provide adequate funds for the
programs it authorizes for FYBB. The budget critically underfunds a number
of major entitlement programs, creating a risk of FYBB deficiencies with a
net state cost totalling $BO million. When combined with the overly
optimistic revenue forecast, this underfunding problem produces a budget
that is not fiscally sound.

In order to bring the budget into balance, I am exercising my power to
disapprove or reduce certain items in the budget. As a result of my
actions, FYBB spending will be reduced by almost $9O million. Hy actions
fall into four main categories.

Pension Reform

I have proposed a pension reform bill, already passed by the House,
that would fully fund the Commonwealth's pension liability. This bill
would, for the first time, commit the state to a full funding schedule that
it would be contractually obligated to meet. This schedule has been
reviewed and approved by independent actuaries. Since the FYBB funding
level required by this bill is $35 million less than the amount appropriated
by the Legislature to cover pension expenses, I am reducing the pension
appropriations to bring them in line with what is necessary under pension
reform. I urge the Legislature to act swiftly to complete the work of
pension reform, giving us a responsible and affordable pension system.

Medicaid

The budget presented to me by the Legislature underfunds the Medicaid
program by over $95 million. The Legislature appropriated less than I
requested for Medicaid, while at the same time expanding benefits and
services by nearly $6O million and declining to support $35 million in cost
containment measures.

While the expanded benefits and services mandated in the Legislature's
budget are worthwhile, I cannot support them without funding. Furthermore,
to consider these measures outside of the context of the comprehensive
health care reform legislation that we are now drafting is to continue the
fragmented approaches of the past. We can and should expand access to
health care, but our plan should reflect a vision of how best to provide
care to all those lacking coverage. And in expanding services, we must act
responsibly, freeing up resources to pay for the expanded benefits through
the design of a more efficient health care system. These benefits, along
with the resources to pay for them, will be considered in the development of
the comprehensive health care legislation that I will file this summer.

Elimination of the items I am vetoing will reduce the net cost of
Medicaid to the state by $l7 million in FYBB.
Capital Projects

This budget appropriates funds for a number of worthwhile construction
projects that should properly be funded through a capital budget. In
addition, the budget continues FYB7 appropriations into FYBB for other
similar items. While I am striking these items from the operating budget, I
am sending a separate letter to the Legislature today requesting that
capital appropriations for these items be included in the final FYB7
supplemental budget, which is to be considered by the Legislature this
week. Transfer of these projects to the capital budget will save $1 million
in FYBB operating funds, while allowing an additional $3 million in unspent
FYB7 funds to revert.
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Other Items

I am also vetoing a number of other items that are not necessary for
the efficient operation of state government. While many of these items have
merit, the fiscal situation confronting the Commonwealth makes it prudent to
defer these expenditures for the time being. These vetoes and reductions
will cut FYBB spending by $6 million. In addition, lam vetoing or reducing
PACs totalling $25 million that are not necessary to cover FYBB costs.

In addition, I am disapproving the provision in line item 4800-0010
that would prohibit the Department of Social Services from placing a child
in the care of "homosexuals or bisexuals" who are not "biological
relatives." This absolute prohibition is inconsistent with current state
policy.

The attached list describes the items I am vetoing or reducing

Pursuant to Article LVI of the Amendments to the Constution, X am

today, by separate letter, returning for amendment section 82, whic in

unacceptable as written.
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