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Budget Conference Committee: Limiting the Use of Reserves

How long will the luck hold?

For the past three fiscal years the Legislature has Under these circumstances it is critical for the

passed budgets which depended on reserves to conference committee to reach agreement on a

achieve balance. In each case tax revenues came bottom line that is closer to the Ways and Means

in better than forecast, largely because of capital budgets than the spending added during floor

gains, eliminating the need to actually deplete the debate. The House added $204 million and the

reserves. Senate $35 million during budget debate, but the
Senate Ways and Means budget was already

This scenario is playing out once again in the $100 million higher than House Ways and

House-Senate conference committee deliberating Means.

the fiscal 2008 state budget. The House budget

plans to draw on almost $700 million in reserves Both the House and Senate have taken the wise

and the Senate $500 million. The Senate includes course of rejecting the Governor's package of

more optimistic assumptions about non-tax corporate tax increases, which would further

revenues so its spending total is only $65 million undercut the creation of jobs and thus exacerbate

less than the House despite the $200 million the state's long-term fiscal problems.

smaller dependence on reserves. Furthermore, it is doubtful that these tax changes
would produce the hundreds of millions of

The Commonwealth received some good news in dollars claimed by the administration.

May with tax collections through 11 months now

almost $250 million above the most recent fiscal The larger challenge facing the state is to create

2007 benchmark of $19.3 billion. Should June the jobs which will produce the tax revenues to

collections meet expectations, the state would fund investments in education, health care,

enter fiscal 2008 with higher-than-expected transportation and other critical areas.

baseline revenues, which would reduce next year's
projected draw on reserves.

Nevertheless, unlike 42 states which are
experiencing cash surpluses, Massachusetts is
debating how much to dip into reserves during an
economic recovery. The state's job growth has
been anemic, and Massachusetts actually lost
1,600 jobs in April and May.



MTF BUDGET SUMMARY?

FY05 Senate Final

2007 FYos Fyos FY0S Senate Senate v, 2007 House vz, 2007
(% Millions) 5pend.i.ng! Governor Housze (W EuCI'PS)" Diff. % Chg. Diff. %% Chg.
Investment in Children 36,456.1 56,7434 56,838.8 %6,837.7 53517 5.4% 53517 5.4%
Education Local 4id 40319 4.246.3 42862 47851 2523 6.3% 2533 B6.3%
Higher Education 9949 10363 10538 1,053.7 588 5.9% 58.7 5.5%
Services to Children T90.7 7903 Bo0.4 3049 142 1.8% 9.8 1.2%
Youth Services 157.5 160.0 1807 160.1 26 1.6% 31 2.0%
Chuld Care Services 5100 5099 535.0 5340 239 4. 7% 180 5.5%
Criminal Justice and
Law Enforcement 31,099.5 §2,127.3 §2,1421 51,1516 $51.9 2.5% 5424 2.0%
Corrections 951.1 9714 9609 366.3 152 1.6% 9.8 1.0%
Fudieiary 7529 7455 7854 T8 14.7 2.0% 126 1.7%
Polica 2658 2785 2814 281.5 15.7 5.9% 156 5.59%
DAs 514 935 9438 95.9 4.5 5.0% 34 3.8%
Attormey Cenaral 386 40.4 396 41.3 23 T1% 1.0 2.5%
Local Government 31.566.1 51,5818 51,296.1 51,5749 588 0.6% 5109 1.9%
Assistance to the Poor 59,769.9 510,134.7 510,218.6 310,190.6 5420.7 4.3% S448.7 4.6%
Mediczid/Other Health Care® 56239 80749 90545 9.025.0 401.1 4. 7% 431.0 3.0%
CashHousing Asst. 8596 BE723 E70.3 371.7 1240 1.4% 106 1.7%
Eldarly 2864 2875 2935 2940 7.6 27% 7.1 2.5%
Aszistance to the Sick
and Dizabled 51,3102 §1,411.6 §2,414.0 51,420.5 5109.5 4.7% 5103.1 4.5%
Mental Fetardation 1,174.1 12153 1,228.2 12249 50.7 4.3% 540 4.6%
Mental Health G46.3 G640 G851 6674 211 3.3% 18.5 25%
Public Health 4905 5418 5207 5182 377 T7% 302 6.2%
Transportation 32136 5109.8 5209.7 3206.4 -517.2 -1.7% -313.8 -5.2%
Fagzional Transit 51.7 523 523 523 0.3 1.0% 0.5 1.0%
Highways 110.7 954 4.7 91.3 -194 -17.5% -16.0 -14.5%
Registry 61.2 62.1 623 628 17 2.7% 14 2.7%
Economic Development 33858 53750 5390.9 3389.1 533 0.8% §5.1 1.3%
Business and Labor 168.1 1567 1653 1659 18 1.1% -18 -1.7%
Environment 2177 2183 2256 2191 15 0.7% 79 3.6%
Central Costs 54,408,7 §4,586.4 §4,581.1 54,576.3 5167.7 3.8% §171.5 3.9%
Employee Benafits 24216 26050 2.590.7 2,596.2 1745 T 2% 1781 T4%
Diebt Service 1,987.0 19814 19814 1,980.1 -59 -0.3% -3.6 -0.3%
Orther 50451 §1,010.2 5978.2 19565 §11.3 1.2% §311 3.5%
Total 518,196.0 529,192.2 519,36%.6 3292046 51,108.6 3.9% 51,1736 4. 2%
1 Amourts are adjusted to nchude certam off-budget authorrations. prmenly for health care and pensions, and to excinds MBTA, school ulding assistince.

coavertion center, mosguite conmol, and camain other expeandinmes moved off-budzet over the previous several years

Includes 2007 GAA fizures, 88 £ million in supplemental spending, and cartain appropriations carred forward from FY0E

3 Tatals are adjusted o reflact the full funding that affected azencies would have received absenf the Senate proposal that their phammacy services be "purchazed”
from the Seate Office of Pharmacy Services (SOPE).

ES Combines MassHealth accommss with related off-tudzet fards, such as the Commemwealth Care Trust Fund (focindivg the 00 HSNT)
ard the Essential Compumity Providsr Trust

5. Ciaas not incheds workers' compensation and vosnyploymset insranee wiich are budgessd in agency accoumts.
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