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Good morning and thank you for having me.  I want to spend most of our time in conversation, but let me outline a few points for context at the outset.

On Friday, the Legislature sent me a $27.4 billion budget for fiscal year 2010, some XX billion dollars smaller than FY09.  It reflects the stark realities of this unprecedented economic time.  No one’s priorities are spared.  Like individuals, families, not-for-profits and businesses throughout the Commonwealth and the country, state government simply has to make do with less.
You understand this as well as anyone.  You are confronting your own slate of miserable choices among terrible options.  You also see the anxiety in the faces of the people you serve.  In most cases, none of us is making cuts we enjoy making – including in local aid.
Total Section 3 local aid is down 8.67% from the FY09 GAA of $456M.  Some communities receive as much as a 15% reduction.    

On the revenue side, there are some developments that you and I have been pushing for some while and that will relieve some of the sting.  Statewide, there is a 1.25 percent increase on the meals tax with a local option for an additional .75 percent increase; this could generate $60.7 million for local communities.  There is also a local option for an increase in the hotel/motel tax from 4% to 6%, a move that would bring $34.5 million to cities and towns.  The budget also includes our proposal to close the telecom tax loophole on poles and wires, bringing in an estimated $26 million for cities and towns.  (We will continue to work with the Legislature to close the loophole on switching stations as well; for an additional $26 million.)  Taken together, these new revenues total $121.2 million and help close the local aid gap.  Even more importantly, they are tools at your disposal to help reduce the pressure on the property tax in the future, when better times come.    
On the education front, the budget proposal values Chapter 70 at 98% of FY2009 in calculating foundation budgets for each district.  We will use a combination of state funds and federal recovery dollars to get us the rest of the way to foundation level.  This is a down payment on our future, a commitment to our children that we won’t curtail their opportunities because of problems they did not create.  

As you know, the budget proposes to pay for some of this with a 25% increase in the sales tax.  I have pledged to veto the sales tax increase unless the Legislature first enacts meaningful reforms in the pension system, the transportation network, and our ethics and lobbying rules.  In the last 10 days, the Legislature has passed and I have signed legislation eliminating long-standing pension abuses.  They have also passed what, at first review, seems to be a good faith effort at reforming our broken transportation system.  We are still evaluating whether we can implement these reforms and whether they save the Commonwealth money.  But I commend the House and Senate for their work on these reform measures.

However, the fact that they have not yet sent to me a strong ethics reform bill – despite their public pledge to deliver all three reforms before new revenue measures -- threatens all the progress we have made.  I want to take just a minute to explain why I feel this is so important.

The sad truth is that the public’s confidence in Beacon Hill is shaken.  In some quarters, it is shattered.  Ethics and legal scandals, recurring and brazen pension gamesmanship, all the ways the transportation agencies have served through the years as destinations for patronage instead of professionals – all of this has served to leave the public with a deep sense that the culture on Beacon Hill is about self-dealing and self-interest, instead of the people’s interest.  
Of course we need new revenue.  Whether in the form of the sales tax or the more targeted measures we proposed, the need is the same.  And the chances are that, to properly fund public schools, public safety, senior services, or other needs, to properly fund the government people say they want, our needs will continue in the future.  But without changing the way Beacon Hill does business, without clearing away the old ways and letting some fresh ideas and practices penetrate, the public will not entrust us with more of their money.
So these three first steps are a down payment on credibility.  The Legislature passed a very strong pension bill, and the transportation reform bill is a big step in the right direction.  Of all things, the ethics bill is stuck.  
We know what to do.  The House passed a solid ethics bill.  The Senate’s bill contains a good new idea regarding campaign finance.  Legislative leaders should quickly agree to final ethics legislation that includes the strongest provisions from the House, the Senate and my original bill -- including a gift ban and a stronger ethics commission.  Without that, I will veto the sales tax.
So that is where we stand from a budget and reform perspective right now.  Although the overall budget landscape is tough, there are some positive economic signs.  That, after all, is where our long-term strength derives.  

The Commonwealth added 4900 jobs last month, the first increase in a year.  Growth in the areas we have focused special attention on – the life sciences, the clean and renewable energy sector, IT, health care and education – continues, even in these tough times.  Unemployment is coming down ever so slightly in New Bedford, Fall River, Springfield, Lowell and Lawrence.  Our unemployment and foreclosure rates remain below the national averages – for whatever comfort that’s worth.

Federal recovery funds are helping us maintain our commitment to health care reform and education in Massachusetts.  As the summer progresses, we are seeing more funds for infrastructure projects around the state, including roads, bridges, energy efficiency projects and broadband expansion.  All of these investments are putting people to work now and building a stronger foundation for our economic future.  

We continue to work closely with many of you to spur economic development.  Whether through targeted tax credits through the Economic Development Incentive program, Gateway Plus Action Grants for planning and development assistance, or MORE grants, Growth District funds, Public Work Economic Development (PWED), and Community Development Action Grants, we want to prime your economic pumps, knowing that your communities remain the economic engines for the Commonwealth.  
We are already seeing results in the Hamilton Canal project in Lowell, Riverwalk and Gateway projects in Lawrence, Fairhaven Mills here in New Bedford, streetscape and garage improvements in Pittsfield, important wastewater infrastructure in Haverhill, the UMass Bio-processing Center and transportation improvements in Fall River and critical support for demolition to launch CitySquare in downtown Worcester.  And in addition to the former federal courthouse in Springfield, that city is poised to say goodbye to the Finance Control Board and continue its renaissance in the days ahead.  These projects and others like them are the long-term investments we need to make now -- the opportunity in today’s crisis -- to position us for prosperity in the years ahead.  I appreciate your collaboration on those initiatives.  

I know we have a lot of work still ahead, and that we will need to continue to come together in partnership to find what have been elusive solutions surrounding health insurance, charter schools and many other issues.  But I am optimistic.  I was taught to be by a grandmother who, even when we were on welfare, forbade us from describing our selves as poor.  She said say you’re broke.  Because broke is temporary.  Her optimism was not just wishful thinking.  It had been tested by the Depression, and Jim Crow and all the ways society limited the horizons of women.  And yet in the teeth of that she knew how to look up and forward.  And she taught us to do the same.

That is what I need you to do.  I know, like you do, that there is a human being, somebody’s job, somebody’s best chance or only chance, behind every one of those line items.  But I also know that if we work together and lean on each other, and if we stay on the course we are on to rebuild our economy and reform the culture of Beacon Hill, our best days lie ahead. 
Thank you for having me, and I am happy to take your questions now. 
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