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How to Us ,__9 Documents

The Governor’s budget for the FY 02-03 biennium
is presented in a new format consisting of two
volumes in three major sections as follows:

e The Overview section, described in more detail
below, provides the fiscal, economic and policy
context within which the Governor’s budget for
the FY 02-03 biennium was shaped and
developed to achieve the budget outcomes and
decisions that are shown in summary form. This
major section includes the Governor’s priorities
and initiatives, the economic and revenue
outlook, a description of the budget process, the
current budget status, the fiscal outlook, the
strategic planning and performance budgeting
approach used by the State of Maine, the FY 02-
03 budget by fund summarized by organization-
wide policy areas and goals and a high level
summary of the Governor’s  budget
recommendations for the FY 02-03 budget.

e The Budget and Financial Plan section begins
by describing the basis by which the budget is
prepared and acted upon for all funds that are
appropriated and allocated by the Legislature.
This is the starting point for a more complete
understanding of the manner in which the
budget is balanced to achieve a complete
financial plan for the FY 02-03 biennium. The
remaining sections provide summaries and

explanations of recommended General Fund and
Highway Fund revenues and the financing
sources and uses for the General Fund and the
Highway Fund as well as all fund sources that
achieve a balanced budget for the FY 02-03
biennium. This major section further includes
the capital budget, tax supported debt within the
context of the budget, tax expenditures and the
status of contracted social services in the
budget.

e The Strategic Operational Plans section
begins with the organization chart for Maine
State Government. Budget requests and
recommendations for the FY 02-03 biennium
are displayed by department and agency within
the framework of each organization’s strategic
plan. Each program strategy within a
department or agency is shown in a strategic
plan format. Each program strategy is connected
to a department or agency goal and objective.
Performance measures, activity descriptions and
explanatory information about the performance
measures are included with each program
strategy. Position planning is shown by
department, agency and fund over a 10 year
trend period. Explanations are provided for
significant year-to-year changes in positions,
and the underlying policy.

Overview

The Governor’s Budget Message provides a brief
summary of the wunderlying policy and fiscal
challenges that frame the FY 02-03 biennial budget
as a prologue to the Governor’s Priorities and
Initiatives. The Governor’s Priorites and
Initiatives section provides more detailed
explanation in specific areas that the Governor
considered important or critical from a short term
and long term strategic point of view in shaping the
FY 02-03 biennial budget. The Economic Outlook
and the Revenue Qutlook provide information
about the expected condition of the Maine economy
and the General Fund and Highway Fund revenues.
The Maine economy drives the revenues, and the

revenues form the fence around which the
expenditure side of the budget is developed. The
preliminary Budget Status for the General Fund
and the Highway Fund is presented and described
for fiscal years 2001-02 and 2002-03. It is critical in
shaping a budget to understand the fiscal challenges
one must face. The Fiscal Outlook moves to the
next step by isolating and describing specific weak
points, trends and challenges for the General Fund
budget and the Highway Fund budget. The
Strategic Planning and Performance
Measurement section explains the new budget
approach for the State of Maine that focuses on
results and outcomes. Strategic planning and



performance budgeting will be implemented in the
FY 02-03 biennium for the first time in the State of
Maine. Budgets are summarized by fund and
department or agency into Organization-Wide
Policy Areas and Goals. Showing how budgets
support broad goals for the State of Maine provides

an overarching dimension for strategic planning and
performance budgeting. The sections on the
Summary of Governor’s Budget
Recommendations provide a high level view of the
Governor’s budget plan in table and chart
presentations.

Budget and Financial Plan

The Basis of Budgeting for All Funds section
explains the underlying accounting practice and
treatment that form the budgetary basis for
appropriations and allocations. General Fund and
Highway Fund revenues are shown for each fiscal
year of the FY 02-03 biennium. Columns are shown
for base revenues, those forecasted by the Revenue
Forecasting Committee, and adjustments
recommended by the Governor. The base revenues
are explained in the Overview as part of the
Revenue Outlook. Explanations are provided for
the recommended revenue adjustments. The
General Fund Unappropriated Fund Balance
Status and the Highway Fund Unallocated Fund
Balance Status are shown for the FY 02-03
biennium in order to clearly show the balance
between resources and expenditures for the two
undedicated funds of the State of Maine. The

Appropriations, Allocations, Revenues and
Other Financing Sources and Uses shows for the
FY 02-03 biennium the balance between resources
and expenditures, in a sources and uses
presentation, for all funds appropriated and
allocated by the Legislature. The Capital
Construction, Repairs and Improvements section
presents the complete capital budget plan and
priorities for the FY 02-03 biennium. Tax
Expenditures are provided as required by statute in
order to show the estimated loss in revenue for
Maine State Government caused by tax
expenditures provided in statute. The Contracted
Social Services section is provided for those
programs identified in statute that are not
recommended to receive cost increases in the
current services budget for the FY 02-03 biennium.

Strategic Operationa[ Plans

The Organization Chart for the State of Maine is
provided. Strategic Goals, Objectives and
Performance Measures Connected to Funding is
shown in sections by department or agency and
program strategy for each of the following budget
elements:

e Current services (Part I).

e Budget adjustments (reductions and additions to
Part I).
e New and expanded services (Part II).

Position Planning is shown in the form of a 10 year
trend by department or agency and fund. Changes in
positions over time by department or agency are
explained in detail, along with the underlying policy
with regard to position planning









G ernor

January 5, 2001

Honorable Members of the 120" Legislature and
Citizens of Maine:

The exceptional growth which has propelled
the Maine economy and the state’s revenue growth
since 1997 appears to have slowed. Fortunately,
this slower rate of growth was forecasted by the
Consensus Economic Forecasting Commission and
our revenue projections were based on that forecast.
While revenues in FY 01 are on budget, the biennial
budget I am today presenting was a challenging
balancing act involving maintaining the momentum
of our recent tax cuts and new investments in
education and research and development in an
environment of tighter revenues.

Our constituents often call upon me to
explain how the State’s General Fund can go from
huge surpluses to “structural gaps” and budget
shortfalls in such a short period of time. Explaining
this phenomenon is one of our toughest budgeting
challenges.

There are two fundamental explanations.
First, for some time we have balanced budgets
using surpluses from the first year of the biennium
to fund the ongoing expenditures in the second year.
While the biennial budget is balanced, the base year
that defines current services for the next biennium
rests upon carry forward balances. We carry this
deficit (multiplied by two for each year of the next
biennium) into the next two year budget. That was
certainly the case in our last budget. Our expenses
in FY 01 were funded by a huge carry forward
balance of $295,297,989 from FY 00. Even though
a majority of that carry forward balance was spent
on one-time items in FY 01, expenditures still
exceeded revenues in FY 01 by $98.6 million
dollars. Multiply that times two and we start our
budget planning for the 02/03 biennium $200
million dollars in the hole just to maintain current
services.

iii

The second explanation of the shortfall we
had to overcome in preparing this budget is the
unexpected growth in Medicaid expenses. Even
though Medicaid was forecasted to increase over
the last biennium by as much as 8%, the request for
Medicaid exceeded even that growth forecast by
$62.1 million.

While other factors contribute to our budget
challenge, these two are the largest and created for
us some difficult choices. This budget reflects
some of those. I am most pleased, however, to
present a budget that, for the first time in 6 years, is

" effectively in balance in the second year of the

biennium without carry-forward funds. This is a
prudent legacy to leave the next Governor and
Legislature.

We also face a daunting deficit in the
Highway Fund in order to maintain the current level
of services. Revenues are projected to grow at 1%
while expenditures are projected to grow at
historical trends equivalent to the rate of inflation.
In order to sustain the level of investment necessary
to our transportation system, this budget proposes to
have the General Fund pick up debt costs for a $41
million dollar bond issue, in order to reduce debt
costs in the Highway Fund and reduce the need for
future user fee increases.

This is my last official budget submission. I
am Eroud of the work I have done with the 117th,
118™ and 119™ Legislatures in putting the state on a
more stable fiscal footing. The State’s Rainy Day
fund has been built up to a level that gives us some
comfort as we face uncertain economic conditions.
We have used surpluses in a responsible way to pay
unpaid bills related to our neglected state
infrastructure. We have reinvigorated investments
in the state’s economic future through the Business
Equipment Tax Reimbursement Program, higher
education, K-12 education, and research and
development. We have invested in our people
through reduced tax burdens and in improved



services for our neediest citizens. It is a financial
record of which we can all be proud.

This document contains detailed information
about my 02/03 budget submission including the
economic circumstances surrounding its
development and the difficult choices it entails. It is
also presented in a more clear and understandable
format — with, for the first time, performance

measures as integral to the budget itself. I hope you

find the new strategic planning/performance
budgeting format useful.
As always, I stand ready to work

collaboratively with the members of the 120®
Legislature to enact a budget that addresses the
needs of Maine people for services from their
government at a level they can afford.

Lgee . Log -
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Continuing the Commitments

The State of Maine budgetary process concentrates
on new and expanded initiatives often overlooking
critical funding commitments maintained within the
current services budget recommendations. For
example, because budget decisions are made
incrementally each biennium, we loose sight of the
fact that the FY 02-03 biennial budget recommends
the continuation of net tax reductions since 1995
that total $451.2 million each fiscal year based on
fiscal year 2001-02 dollars. Likewise, General
Purpose Aid for Local Schools (GPA) will increase
from $518,620,500 in fiscal year 1994-95 to
$718,258,591 in fiscal year 2002-03.

Many other examples follow. For example, in the
last two years a total of $70,995,315 has been
appropriated from the General Fund for School
Renovation with projects ongoing over the course
of the FY 02-03 biennium. This budget
recommendation also continues to fulfill the
promise of the 1996 Learning Results legislation by
funding teacher professional development. The
Preschool Handicapped program, which provides
free and appropriate education for developmentally
disabled children from birth to five years of age,
will increase in General Fund support from
$2,864,812 in fiscal year 1994-95 to $16,141,320 in
fiscal year 2002-03. The Maine Educational
Assessment and ATM Distance Learning Network,
that are critical to improving student performance in
K through 12, are supported and enhanced in the
budget recommendations. Increased General Fund

investment of $56.8 million over the original base
budget for higher education was accomplished in
the FY 00-01 biennium, with the ongoing
investments continued in the current services
recommendations for the FY 02-03 biennium.
Research and Development investments of
$23,750,000 in the FY 00-01 biennium have been
continued in the General Fund current services
recommendations for FY 02-03 that grow to $31
million.

In the Department of Human Services, the budget
recommendations for the FY02-03 biennium
continue the strong commitment toward the elderly
with low cost drugs and long term care and home
care programs. Children in the care and custody of
the State of Maine, and those suffering mental
retardation and mental illness, continue to be
supported in these budget recommendations. The
effort to develop and implement community based
resources for children and adults with mental
illness, mental retardation and substance abuse
continues as a strong commitment under these
budget recommendations. In the Department of
Corrections, the current services recommendations
continue to support the transformation of the
correctional system as well as the much-needed
investment in treatment and community resource
programs for juvenile and adult offenders.

More specific examples are provided in the sections
that follow.

Domestic Violence

Domestic abuse and violence has become a very
serious and pervasive crime in recent years.
Domestic violence involves control by one partner
in a relationship through physical force and
intimidation, which may be exhibited in many
forms of abuse: physical; sexual; emotional; verbal;

and, psychological. Following are some little
known facts about domestic violence and abuse:

e A woman is beaten every nine seconds in the
United States. Domestic violence is the most
under-reported crime in the country, with the
actual incidence higher than reported.



¢ Eighty percent of children who live in homes
where domestic violence occurs witness the
abuse.

¢ On average, four women are murdered every
day by their male partner in the U.S.

¢ Women in the U.S. are in nine times more
danger in their homes than they are in the street.

¢ According to the U.S. Department of Justice, 95
percent of reported spousal assaults are
committed by men against women. Assaults
committed by women against men occur in
approximately 5 to 10 percent of domestic
violence matters.

e About 17 percent of women reported
experiencing physical or sexual assault during
pregnancy.

e Battering prior to pregnancy is the primary
predictor that battering will occur during
pregnancy.

Source: Domestic Violence Information and
Referral Handbook, adapted from the handbook
“From This Day Forward”, published by the Santa
Clara County Probation Department.

Domestic violence has a serious negative impact on
children. Children may witness an act of violence,
and may also be the object of the violence. This
exposure to violence in the home at an early age
leads to aggressive and disruptive behavior among
children in later life, requiring treatment for
substance abuse and mental illness. It is well
documented that alcohol or drug use is a factor in an
estimated 65 to 80 percent of all domestic violence
cases. These higher rates of alcohol and/or drug

abuse tend to escalate the harmful effects on
children of domestic violence.

The Second Regular Session of the 119"
Legislature made the first substantial effort toward
dealing with domestic violence and abuse in the
State of Maine by appropriating in fiscal year 2000-
01 $426,077 to the Department of the Attorney
General to support 8 Assistant District Attorney
positions dedicated to the prosecution of crimes of
domestic violence.

The FY 02-03 biennial budget recommends an
additional $250,000 each fiscal year from the
General Fund to continue the effort to reduce the
incidence of domestic violence. These funds will be
used in the Commissioner’s Office of the
Department of Public Safety to support a position
of Statewide Domestic Violence Coordinator,
including clerical and All Other support. This
position will coordinate statewide efforts at
preventing the incidence of domestic violence in the
State of Maine.

The FY 02-03 biennial budget also recommends
from the General Fund $800,000 in fiscal year
2001-02 and $2,500,000 in fiscal year 2002-03 to
continue investments in technology for the
Department of Corrections. The focus will be on an
information system that allows the Department of
Corrections to contribute to and benefit from a
statewide criminal justice information system and to
manage and supervise offenders of domestic
violence, sexual assault and other violent offenses.

Research and Q)e'z}elbpment

Investment in research and development is the most
effective way in which to build a knowledge-based
economy in the State of Maine and begin to raise
incomes to the national average. This goal can be
achieved by continuing the significant investment in
research and development that began with the First
Regular Session of the 119™ Legislature and will
help achieve the following outcomes:

e Create, retain and attract “knowledge” workers.
e Conduct world class research.
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e Create new products and services.
¢ Maintain high quality of life.

The FY 02-03 biennial budget for the General Fund

recommends investments in research and
development of $35,293,931, consisting of
$30,993,931 in continued investments and

$4,300,000 in expanded investments, as described
below:



e Research and development grants and
operational support for the Maine Technology
Institute in the amount of $6,399,871 in fiscal
year 2001-02 and $6,401,654 in fiscal year
2002-03.

e Funds for the Applied Technology Center in the
amount of $300,000 in fiscal year 2002-03.

e Funds to support the Department of Education’s
partnership with the National Aeronautic and
Space Administration to provide intensive, high
quality training in math and science for
educators in the State of Maine in the amount of

$25,000 each fiscal year.
e Support for the Science Works for ME
equipment program to provide adequate

laboratory equipment in secondary schools in
the State of Maine in the amount of $75,000
each fiscal year.

e Funds for the Governor’'s Marine Studies
Fellowship program in the Department of
Marine Resources in the amount of $50,000
each fiscal year.

e Funds to support the Marine Research
Internships for Teachers and Students program
to provide internship opportunities in science
and mathematics for teachers and students in the
amount of $75,000 each fiscal year.

Education

Increased educational attainment is key to building
a knowledge-based economy in Maine. Success and
competitive advantage for the State of Maine and
Maine citizens in a global economy is directly
linked to quality education and increased
educational opportunity. The FY 02-03 biennial
budget recommends the continuation of General
Fund investments in secondary and post secondary
education in the State of Maine in the following
important areas:

e General Purpose Aid for Local Schools is
recommended to receive  $129,463,591
more in General Fund resources in the FY 02-03
biennium than it received in the FY 00-01
biennium. This represents an increase of 5%
from fiscal year 2000-01 to fiscal year 2001-02
and an increase of 3% from fiscal year 2001-02
to fiscal year 2002-03. This recommendation
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Funds for the Maine Economic Improvement
Fund at the University of Maine System for
applied research and development in the amount
of $5,740,000 in fiscal year 2001-02 and
$7,883,500 in fiscal year 2002-03.

Funds for the Center for Advanced Law and
Management at the University of Southern
Maine in the amount of $376,875 in fiscal year
2001-02 and $378,797 in fiscal year 2002-03.
Funds for the purchase of information resources,
equipment and staff support for the State
Research Library for Business, Science and
Technology at the University of Maine System
in the amount of $179,375 in fiscal year 2001-
02 and $183,859 in fiscal year 2002-03.

Funds to support debt service payments for the
University of Maine System that are dedicated
to capital improvements and research and
development in the amount of $2,500,000 each
fiscal year in the FY 02-03 biennium.

Increased funding of the Maine Biomedical
Research Fund of $2,000,000 in fiscal year
2002-03.

supports the effort toward implementing the
essential programs and services effort endorsed
by the Maine Legislature. Also, it is the intent
to increase these amounts if additional funds
subsequently become available. For the first
time, the GPA recommendations for the FY 02-
03 biennium include funds for learning results
implementation and cushion as part of the
adjustments.

Adult Education was provided a 5 % total
increase over the FY 00-01 biennium for basic
adult education subsidy that continues in the FY
02-03 biennium with modest growth.

Teacher Retirement and Teacher Retiree Health
are recommended to be funded in the FY 02-03
biennium at the authorized levels.

In spite of limited General Fund resources, the
FY 02-03 biennium recommends for the
General Fund increases that equal or exceed the



consumer price index for the three public higher
education systems in the State of Maine: The
University of Maine System; the Maine
Maritime Academy; and, the Maine Technical
College System.

e A Personnel Officer position is recommended
for the Department of Education to support the
internal human resources efforts of the
department and to provide leadership for a more
intensive recruitment effort for both the
department and the local school districts.

e General Fund resources are recommended at
$660,351 in fiscal year 2001-02 and $1,226,578

in fiscal year 2002-03 for maintenance and
network management for additional sites in the
ATM Distance Learning Network.

e The Maine Mentoring Partnership effort is
recommended to receive, through the
Department of Education, $250,000 each fiscal
year in the FY 02-03 biennium. This supports
State of Maine Learning Results by ensuring
children have a viable connection to the
community through access to mentors.

e General Fund resources for the Governor Baxter
School for the Deaf to obtain school approval
are recommended at $263,172 in fiscal year
2001-02 and $272,338 in fiscal year 2002-03.

Corrections

The FY 02-03 biennial budget continues the effort
toward transforming the State of Maine correctional
system from a high cost system dedicated to
incarceration to a more viable and cost effective
system of incarceration and treatment. This effort
has represented the construction and reconstruction
of new, more efficient facilities, which has enabled
the State of Maine to increase its investment in
treatment programs for both juvenile and adult
offenders.

Within the current services budget
recommendations, the Department of Corrections
will complete the construction of three major
facilities and will bid, award and complete a new
unit for female offenders over the next 2-3 years.
These construction projects will add needed bed
capacity for the adult prison system in the State of
Maine, replace aging and obsolete facilities at the
Maine State Prison and the Maine Youth Center and
expand and enhance the juvenile corrections system
by  establishing two regionally  based,
comprehensive correctional facilities. To support
the new programming and offender supervision
systems, virtually every position with direct care
and/or direct contact has been restructured. The
department also is developing improved
management information systems to support the
work of corrections employees in this system.

Funds have been deployed to accomplish this
department-wide transformation for the support of
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training for staff in the new offender treatment,
management and supervision models, overtime for
staff to participate in training, salary increases for
changes in job expectations and ongoing
maintenance of needed information systems. The
current service budget recommendations also reflect
added investments in community corrections for
both juvenile and adult divisions in order to reduce
caseloads and to improve community services for
offenders under community supervision.

The recommended budget for the General Fund
includes the following new investments in the
correctional system:

e General Fund resources are recommended to
maintain the upgrade of positions in the adult
correctional system that have direct contact with
inmates. The General Fund is recommended to
include $1,545,628 in fiscal year 2001-02 and
$1,442,905 in fiscal year 2002-03 for this
purpose.

e General Fund resources are recommended in the
amount of $884,348 in fiscal year 2001-02 and
$863,995 in fiscal year 2002-03 for the Northern
Maine Juvenile Facility to support the All Other
line category in that facility’s transition to a new
role in the correctional system.

e In fiscal year 2001-02, $350,000 is
recommended for the Bureau of General
Services to work with the Department of



Corrections to develop a capital plan for the
Downeast Correctional Facility.

e General Fund resources are recommended to
support an effort through Probation and Parole
to enhance programming, treatment, risk and
needs assessment and supervision of high risk
sex offenders. Funds recommended for this
effort amount to $382,311 in fiscal year 2001-02
and $401,666 in fiscal year 2002-03.

e Funds are re-deployed in the Department of
Corrections to create an Office of Victims
Services in the General Fund.

e Three Juvenile Program Worker positions are
recommended at the Northern Maine Juvenile
Facility to ensure support for juveniles as a

$2,500,000 in fiscal year 2002-03 to continue
investments in technology. The added
investment in management information systems
will  continue the  development and
implementation of an adult offender data system
that includes tracking of sentences, conditions
of probation, and victim services; interfaces
with the court and the public safety information
systems; and the ability to evaluate and assess
effective program and treatment interventions.
The focus will be on an information system that
allows the Department of Corrections to
contribute to and benefit from a statewide
criminal justice information system and to
manage and supervise offenders of domestic

result of a change in the design of the facility. violence, sexual assault and other violent
e General Fund resources are recommended in the offenses.
amount of $800,000 in fiscal year 2001-02 and
Compensation Study

The quality of state programs and services largely
depends on the quality and commitment of our
employees. The changing demographics in the
State of Maine and the nation have resulted in stiff
competition for quality workers among all
employers. Today, many workers are no longer
looking for a single organization with which they
will spend their entire career - they are more than
willing to shop around for the best combination of
work challenges, work environment, pay, and
benefits that meet their needs. They are more apt to
change employers frequently in order to progress in
their chosen careers. Maine State Government must
position itself to attract, develop, and retain the
mobile "knowledge-based" worker of today in a

very competitive environment.

For many occupations, competitive compensation
with the Maine labor market is a key element in
attracting and retaining a committed and qualified
workforce. To that end, we have begun discussions
with the labor unions to include occupational
comparisons to the competing labor market in
contract negotiations, and the impact that any
disparities might have on our ability to recruit and
retain a qualified workforce. Over time, this will
serve to better allocate our compensation dollars to
meet the needs of our employees and the public that
they serve. The budget recommendations for the FY
02-03 reflect a commitment toward this initiative.

Human Services/Mental Health, Mental Retardation and Substance Abuse Services

Protecting and preserving the health and welfare of
Maine citizens who do not have the resources, or
access to services through their own support
mechanisms, is an important role of State
Government. These services are provided to
children and families, community services, the
elderly and those in need of health and medical
services. Those children and adults with psychiatric
and developmental disabilities also are in need of

state services to help them meet their needs for
personal, social, educational, vocational and
economic development assistance to enable them to
function at maximum levels of potential and to
maintain their dignity as human beings. In fiscal
year 1996-97, the most recent period for which
comparable data is available, the State of Maine
ranked 8™ among the states and the District of
Columbia in mental health expenditures per capita,



according to the National Association of State
Mental Health Directors Research Institute, Inc.
Any enlightened society must continue to invest in
its human resource needs.

The Child Welfare and Foster Care programs in the
Department of Human Services, which provide
support and services for children in the
department’s care or custody, are recommended to
receive increases in current services of 3.0 % in
fiscal year 2001-02 and 18.1% in fiscal year 2002-
03, for an increase of over $9.9 million during the
FY 02-03 biennium. General Fund appropriations
for these programs in fiscal year 1994-95 totaled
$23.5 million, and will increase to $55.7 million
through fiscal year 2002-03. The Long Term Care
program funds home based care for personal care,
home health and other needed services as an
alternative to nursing home placement for elderly
adults with disabilities and persons receiving
protective services. In fiscal year 1994-95, this
program received funding of $4.7 million. General
Fund resources are recommended to nearly
quadruple, beginning in FYO1, and will be at an
annual amount of $18.4 million through fiscal year
2002-03.

The Department of Mental Health, Mental
Retardation and Substance Abuse Services received
modest increases in current services for several
programs. Mental Health Services — Children
Medicaid, which provides care and social services
to children with mental illness, retardation, autism,
developmental, emotional or behavioral needs is
recommended to increase 22.2% in fiscal year
2001-02 and 8% in fiscal year 2002-03. Mental
Health Services- Community Medicaid, which

provides availability and  accessibility = of
comprehensive community support services to
persons  with chronic mental illness, is

recommended to increase 6.4% in fiscal year 2001-
02 and 6.0% in fiscal year 2002-03. Medicaid
Services — Mental Retardation, which provides
mental retardation services to meet the needs of
adults with mental retardation, is recommended to

increase 11.2% in fiscal year 2001-02 and 12.6% in
fiscal year 2002-03.

The FY 02-03 biennial budget for the General Fund
also  includes the  following  expanded
recommendations for the Department of Human
Services and the Department of Mental Health,
Mental Retardation and Substance Abuse Services:

¢ General Fund support to the Department of
Human Services, Bureau of Health for breast
and cervical cancer screening in the amount of
$350,000 in fiscal year 2001-02 and $380,000 in
fiscal year 2002-03.

e Twenty-two positions for the Department of
Mental Health, Mental Retardation and
Substance Abuse Services to improve case

manager ratios for adults with mental
retardation in support of the Community
Consent Decree.

e Additional initiatives in critical program areas,
as described in more detail below, are
recommended for the Department of Mental
Health, Mental Retardation and Substance
Abuse Services through reallocation of General
Fund resources.
> Three Nurse positions to perform utilization

review for children services.

Three positions to support mental health

services in the juvenile corrections facilities.

Short term residential services for children

with mental retardation and/or autism.

Specialized crisis services for children with

mental retardation and/or autism.

Children’s respite services.

Continuation of physician call coverage and

contract nurses at the Augusta Mental

Health Institute.

Continuation of inpatient and outpatient

pharmacy services at the Bangor Mental

Health Institute.

> Residential treatment program for sexual
offenders.

» Team for medical/psychiatric/behavioral
consultation for persons with a variety of
disabilities.

vV Vv VYV VvV
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Public Safety

The Department of Public Safety, through the
Bureau of the State Police, performs a critical role
for Maine State Government in providing services
and facilities that protect the lives, rights and
property of Maine citizens. One of the over-arching
goals of Maine State Government is to ensure that;
“Maine’s citizens will be secure in their homes and
communities. Those who commit crimes will be
held accountable, while given opportunities to
change; and the victim and communities, as much
as possible, will be restored to wholeness”.

The Bureau of State Police is on the front lines of
this goal by enforcing the motor vehicle and
criminal laws of Maine. Over the past 25 years, the
number of rural patrol troopers has declined due to
increased demands for police services in specialized

areas. Changes in labor law and contractual
provisions affecting shift assignments for troopers
has further decreased the availability of troopers in
rural patrol to respond to calls for service from the
public. This trend has lead to an inability to meet
the increasing demands for services in the rural
areas and to situations that cause risk to individual
troopers.

In order to stem this trend, the General Fund budget
recommends funds to provide 24 hour, 7 day a week
minimum coverage in rural patrol through overtime
resources and All Other support recommended at
$442,000 in fiscal year 2001-02 and $452,000 in
fiscal year 2002-03 from the General Fund and
$663,000 in fiscal year 2001-02 and $678,000 in
fiscal year 2002-03 from the Highway Fund.

Court Secun'ty

The courts in the State of Maine address legal
matters of a volatile nature every day. The citizens
of the State of Maine also need to be assured of a
safe environment in which to resolve conflicts
brought before the courts. As a result of cultural and
social changes, the issues and concerns challenging
court security personnel have become varied and
differ greatly from those of only a few years ago.

The State Court Administrator has identified a
number of characteristics that are required in an
effective security program to ensure an adequate
level of security in all court facilities in the State of
Maine and to ensure that court activities are
conducted in a safe and orderly manner. In order to
achieve improvement in court security, the Security

Advisory Panel of the Judicial Branch recommend-
ed a number of improvements in court security,
some of which are included in the budget
recommendations for fiscal year 2002-03 for the
Judicial Branch.

e Creation of two Regional Security Coordinator
positions.

e Conversion of 30 Court Security Officer
positions currently provided by contract to 30
authorized Court Security Officer positions.
These positions would be the primary court
security in  Androscoggin,  Aroostook,
Cumberland, Franklin, Hancock and Sagadahoc
counties with overall courthouse security
responsibility in the buildings to which they are
assigned.

Medicaid

General Fund Medicaid appropriations to the
Department of Human Services and the Department
of Mental Health, Mental Retardation and
Substance Abuse Services represented 17.7% of the
General Fund budget in the FY 00-01 biennium.
Based on department and agency current services
General Fund requests for the FY 02-03 biennium,

the share of the General Fund budget for Medicaid
would grow to 19.2%. As a greater share of the
General Fund budget is consumed by Medicaid, less
General Fund resources are available to other
program areas, such as education.



In a recent Municipal Research report released in
October 2000, Moody’s Investors Service offered
the following points with regard to Medicaid
spending.

e After years of moderate and well-controlled
growth, the last two years have seen state
Medicaid spending in excess of budget
estimates in many states.

¢ A moderate re-acceleration of state Medicaid
spending is now forecast for the next decade by
policy experts.

e Prescription drug costs and rising managed care
rates are expected to drive the overall increase
in program costs.

e The role of states in funding healthcare for the
uninsured is evolving and poses uncertain
financial pressure. Success at implementing the
federal Children’s Health Insurance Program
has been uneven. !

e The federal government is moving to close
“loopholes” used by states to maximize federal
matching funds beyond those supported by
actual costs.

¢ While Medicaid already accounts for an average
of 20% of state budgets (all funds), most states
currently have adequate capacity to
accommodate moderately higher costs.

e A general economic slowdown could magnify
the impact on state budgets.

! The Children’s Health Insurance Program in the State
of Maine has been an overwhelming success.

2 The State of Maine has Tobacco Settlement Funds.

Source: Moody’s Investors Service, Medicaid
Spending And State Budgets Temperature Rising;
Time for a Check-Up October 2000

Increases in Medicaid expenditures beyond
expectations in the State of Maine have occurred as
a result of the following:

e Increases in prices and
utilization.

e Increases in Nursing Home costs for the elderly
due to an aging population.

e Increases in behavioral health services for
children and adults.

e Increases in costs associated with Private Non
Medical Institutions (PNMIs) in providing
services to the elderly and children with mental
health and mental retardation.

e Caseload growth.

pharmaceutical

While it is essential to provide appropriate health
and medical care for Maine citizens, it is equally
important to balance those needs with other
essential services that Maine State Government
must perform, and to do so within the ability of
Maine taxpayers to afford. The General Fund
budget for the FY 02-03 biennium recommends the
following minimal General Fund budget reductions
in the Medical Care Payments to Providers and
Nursing Facilities programs of the Department of
Human Services and the Mental Health and Mental
Retardation programs in the Department of Mental
Health, Mental Retardation and Substance Abuse
Services, as shown in Table A — 1, necessary to
balance competing financial pressures.

Pharmacy Prior Authorization $3,127,703 $3,688,086
Nursing Homes Minimum Staffing (Less Minimums Match and Set Aside

for Quality Outcome Payments) $1,106,954 $1,159,166
Pharmacy Medicaid Single Subscriber $1,000,000 $1,000,000
PNMI 5% Reduction of Indirect Cost $2,365,051 $2,630,110
Nursing Homes — Eliminate 3% Cost of Living Adjustment $2,363,649 $2,453,017
Nursing Home Reprojection $1,166,577 $ 831,995
Mental Retardation Growth Limitation $1,345,631 $2,982,224
Mental Health Growth Limitation $ 414,688 $1,227,685
Mental Retardatio ildren to Adu Pha; $2,622,302 | $ 466,782

6,439,065




The FY 02-03 biennial budget in total seeks to
preserve these critical health and medical services
available to qualified Maine citizens, by shifting
Medicaid funding to Tobacco Settlement Funds in
the amount of $31,427,036 in fiscal year 2001-02
and $32,154,739 in fiscal year 2002-03. These
funds include a continuation of the use of
$15,000,000 each fiscal year from the Fund for a
Healthy Maine, as authorized in Public Law 1999,
C.731, Part WW for fiscal year 2000-2001.

Tobacco Settlement Funds, as authorized for use in
allocations to the Fund for a Healthy Maine, clearly
are to be used primarily for health services arising
from tobacco use, the costs of which have greatly
impacted the Medicaid budget. The shift of
Medicaid expenditures to Tobacco Settlement
Funds also includes a recommendation to repeal the
Quality Child Care Credit funded from Tobacco
Settlement Funds.

Maine Rainy Day Fund

On June 30, 1995, the Maine Rainy Day Fund stood
at $6,422,240, which was only 4/10 of one percent
of the fiscal year 1994-95 actual General Fund
revenues. Such a balance would have been woefully
inadequate as a source of budget stability to ease the
impact of budget adjustments during an economic
downturn. A recession could easily result in a loss
of General Fund revenues of 5 to 10%. The
cumulative effect of a major economic downturn, as
occurred in 1990, could further exacerbate any
General Fund imbalance between revenues and
authorized expenditures. It is important, as a matter
of fiscal strategy, to have adequate reserves in the
Maine Rainy Day Fund at sufficient levels to
maintain - budget stability for the General Fund
during cyclical downturns.

Over the past six years, the Governor and the
Legislature have sought to beef up the Maine Rainy
Day Fund in order to reach a level sufficient to be a
source of budget stability for the General Fund.
Currently, the balance in the Maine Rainy Day

Fund is $143,713,008, which is 6% of the fiscal
year 1999-00 actual General Fund revenues.

This remarkable achievement was accomplished

 through a number of measures jointly and

cooperatively undertaken by the Governor and the
Legislature, as described in more detail below. The
General Fund is now in a position to mitigate or
lessen the potential disruption to state programs
from an economic downturn.

e Increased the statutory limit of the Maine Rainy
Day Fund from 4 to 6 % of actual General Fund
revenues in the immediately preceding fiscal
year.

e Maintained the transfer to the Maine Rainy Day
Fund of % of any excess General Fund revenues
over estimates at the end of each fiscal year.

e Appropriated $25,759,657 to the Maine Rainy
Day Fund.

e Allowed the required transfer of $11,418,672 of
the General Fund revenue reprojection in fiscal
year 1999-00 to the Maine Rainy Day Fund.

Unfunded Ligbilities

A number of significant initiatives have been
undertaken in the last four years to reduce the
unfunded actuarial liability of the Maine State
Retirement System for state employees and
teachers. The State of Maine has transferred
$60,554,369 of excess General Fund revenues to the
Maine State Retirement System between fiscal year
years 1995-96 and 1999-00. The term of the
amortization period for the unfunded actuarial
liability of the Maine State Retirement System for

state employees and teachers also was reduced by
the Second Regular Session of the 118™ Legislature
from 31 years to 25 years effective July 1, 1998.

The Second Regular Session of the 119*
Legislature further reduced the amortization period
for the unfunded actuarial liability from 23 years to
19 years for state employees and teachers effective
July 1, 2001.



While this was an important and noteworthy step
toward the continuing efforts of the Governor and
the Legislature to reduce the unfunded actuarial
liability of the Maine State Retirement System for
state employees and teachers, the change at that
time could not be fully assessed with regard to its
impact on the FY 02-03 biennium. Not until the
Maine State Retirement System Board of Trustees
completed its actuarial valuation on June 30, 2000
could the full impact of the change on the FY 02-03
biennium be fully determined. At the time of the
change, Maine State Government also was unaware
of the looming increases in Medicaid costs that
were to have a serious impact on the General Fund
budget for the FY 02-03 biennial budget. Because
of the funding challenges in the General Fund
budget for the FY 02-03 biennium, particularly with
regard to Medicaid, it was premature for the State of
Maine to further reduce the amortization period of
the unfunded actuarial liability for state employees
and teachers. As a consequence, the budget for the
FY 02-03 biennium recommends returning the
amortization period back to 22 years retroactive to
July 1, 2001 based on the actuarial valuation of June
30, 2000. This action results in savings for the
General Fund of $17,278,982 in fiscal year 2001-02
and $18,234,610 in fiscal year 2002-03. Savings for
the Highway Fund amount to $788,434 in fiscal
year 2001-02 and $815,881 in fiscal year 2002-03.
Even with this reduction, the State of Maine
contribution to the unfunded actuarial liability is
fully budgeted in the FY 02-03 biennium.
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The accrued actuarial liability for retiree health
insurance for state employees and teachers
continues to increase and could be as much as
$542,397,823 by 2003. This estimate only includes
current members, and does not reflect the possibility
of sharply rising health insurance costs. The State
of Maine has been on a “pay as you go basis” for
employer paid health insurance funding. This has
resulted in an increased unfunded liability which
will be financially problematic from a number of
perspectives.

The Second Regular Session of the 119"
Legislature established the Retiree Health Insurance
Internal Service Fund. Sources of funds to reduce
the accrued actuarial liability were authorized to
come from excess General fund revenues at the end
of each fiscal year that remain available after the
Maine Rainy Day Fund reaches it’s statutory limit.
The FY 02-03 biennial budget recommends General
Fund resources of $2,000,000 in fiscal year 2002-03
to further reduce the accrued actuarial liability for
retiree health insurance for state employees and
teachers. These funds will be used to increase
retiree health insurance rates applied to actual
salaries and wages in fiscal year 2002-03 to
generate an additional $2,000,000 for the accrued
actuarial liability as part of a five to seven year plan
to reach full funding to put the accrued actuarial
liability on an actuarially determined rate structure.



Tax Reductions

Table A-2 below shows in detail the impact of tax reductions based on fiscal year 2001-02 dollars.

Residential Property Tax Relief
Maine Residents Property Tax Program
Homestead Property Tax Exemption

Sub-Total

Health Care
Repeal Hospital Assessment Tax
Repeal Gross Receipts Tax on Nursing Homes
Dependent Health Insurance Tax Credit
Self-Emploved Health Insurance Deduction
Cigarette Excise Tax Increase ($.37 per pack)
Repeal Catastrophic Health Expense Credit
Sub-Total

Tax Relief to individual Income Taxpayers
Increase Personal Exemption Amount
Low Income Tax Credit
Earned Income Tax Credit
Pension Income Exemption
Index Individual Income Tax Brackets for Inflation
Conformity with Federal Tax Changes
Sub-Total

Sales Tax Relief tc Consumers
Lower Sales Tax Rateto 5%
Repeal Shack Tax

Sub-Totfal

Economic Development
Business Equipment Tax Reimbursement Program
Repeal 80/20 Corporations
Phase-Out Investment Tax Cradit
Shipbuilding Facility Credit
High-Technology & Super R&D Tax Credits
Sales Tax Exemption for Custom Computer Software
Gas & Special Fuels Excise Tax Increase ($.03 per gallon)
Sales Tax Exemption for Maine Printers
Sub-Toial

Total Enacted Legisiation

Tax Propasals in Governor's FY02/FY03 Budget
Cigarette Excise Tax Increase {$.26 per pack)
Sales Tax on Meals & Lodging Increased to 7.5%

Sub-Total

117th & 118th
118th

117th
117th
118th
118th & 118th
118th
117th

118th & 118th
118th
119th
119th
118th
118th

118th & 119th
119th

117th & 118th
118th
118th
118th
118th
118th
119th
118th

($9493,580)

($41.331,909)
($50,825 489)

($161,031,150)
($29,849,233)
($912,233)
($521,741)
$37,652,797
$2.957,430
($151,704,129)

($43,316,246)
($1,124,992)
($1,174,631)

($16,639,632)
($1,560,441)

$1,162,350
($64.978,292)

($134,571,301)

($15,822 930)
($150,394,231)

($60,511,723)
$2,147 464
$7.776.487
($2,847,000)
($2.275,643)

($816 ,678)
$23458 510

($270,400)
($33,338,983)

($451,241,125)
$13,346,740

$3,520,790
$16,867,530
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Business Equipment Tax Reimbursement

The purpose of the Business Equipment Tax
Reimbursement (BETR) program is to offset the
disincentive created by Maine’s local property tax
on personal property to making new capital
investments in the State of Maine. Eliminating this
disincentive in turn supports economic growth and
expansion in the State as has been demonstrated by
the extraordinary growth in private sector
investment since the program’s inception in 1995.

The program provides certain business taxpayers
the opportunity to request from the State Tax
Assessor reimbursement of taxes paid to a taxing
jurisdiction on qualified business property placed in
service in the State after April 1, 1995. Support for
the program currently is provided by General Fund
appropriations.

From fiscal year 2000-01 to fiscal year 2001-02, the
Business Equipment Tax Reimbursement program
is expected to experience expenditure growth of
17.4% based upon anticipated levels of new
investment. Expenditure growth from fiscal year
2001-02 to fiscal year 2002-03 is forecasted to be
13.2%. Because of the General Fund fiscal outlook
for the FY 02-03 biennium, all programs that have
high expenditure growth received serious scrutiny.
The Business Equipment Tax Reimbursement
program was not an exception.

The FY 02-03 biennial budget recommends the
restructuring of the Business Equipment Tax
Reimbursement program from a General Fund tax
expenditure to an Other Special Revenue allocation
that will offset General Fund revenues. Under the
modified  program, businesses will seek
reimbursement for eligible property only once a
year rather than every time they make a payment to
their municipality. This change will bring
administrative efficiencies to both taxpayers and
Maine Revenue Services. Most importantly, these
changes will bring some measure of certainty to one
of the state’s most important economic development
programs. Increased confidence by the business

. community in BETR’s long-term stability will

increase the effectiveness of the program. In
addition to the administrative changes, retailers and
service providers that have less than 50% of their
sales outside of the State of Maine are proposed to
be removed from the program.

These recommended changes will achieve three

budgetary purposes:

e Change the program from an expenditure
supported by General Fund appropriations to an
other Special Revenue allocation that offsets
General Fund revenues.

e Reduce the future growth of the BETR program.

e Save the General Fund $10,260,982 in fiscal
year 2001-02 and $10,606,541 in fiscal year
2002-03.

Tax Changes to Address Volatility, Fairness and Clarity

Given the volatile nature of the State of Maine’s tax
system, the budget for the FY 02-03 biennium
includes a proposal to eliminate the Net Operating
Loss (NOL) Carry Backs for businesses. Under this
proposal, businesses in a loss situation would still
be able to carry the losses forward to offset future
income. The elimination of the NOL carry backs
would prevent companies from getting refunds of
back taxes previously paid, thus providing better
budget certainty for the Governor and the
Legislature. The proposal is effective for NOL carry
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backs arising in tax years beginning after December
31, 2001. This change would increase General Fund
revenues in fiscal year 2002-03 by $1,596,099.

The Real Estate Transfer Tax is proposed to cover
the transfer of controlling interest in entities with an
interest in real property. The intention is to treat
transfers of real estate by means of transfers on
controlling interests in the same manner as transfers
of deed. One hundred percent of the revenue from
this proposed change would be distributed to the



General Fund, increasing General Fund revenues by
$1,237,500 in fiscal year 2001-02 and $1,350,000 in
fiscal year 2002-03.

The budget for the FY 02-03 biennium includes a
recommendation that clarifies the High-Technology
Investment Tax Credit and narrows its scope.
Ambiguous language concerning “communications”
is proposed to be repealed, and the credit is
proposed to be limited to designers and producers of

computer software and hardware. The proposed
changes to the credit would be effective for tax
years beginning on or after January 1, 2001. Credit
carry forwards from previous tax years would
expire for tax years beginning on or after December
31, 2001 for those taxpayers eliminated from the
program. These proposed clarifications would
increase General Fund revenues by $1,024,091 in
fiscal year 2001-02 and $1,898,663 in fiscal year
2002-03.

Tax Revenue Comp[iance

In an effort to insure the receipt of General Fund tax
revenues for the State of Maine under current law,
Maine Revenue Services will embark on the
initiatives described below within the context of the
recommendations for the FY 02-03 biennium.
These initiatives will be undertaken to generate
General Fund resources for the FY 02-03 biennium,
under existing law, as a means of otherwise
avoiding budget reductions and/or cuts to balance
the General Fund budget.

Audit Restructuring: An internal review of the
Sales and Use Tax audit function was initiated in
June 2000. In addition to reviewing past practice
with respect to audit selection criteria, personnel
deployment issues, management expectations and
performance measures, there was considerable
effort to engage revenue agents in exploring more
effective ways of accomplishing the mission. It
became clear that by modifying “terms of
engagement” in working through compliance issues
with taxpayers, the quality and effectiveness of
taxpayer service could be improved as well as
compliance  reviews  without unnecessarily
burdening taxpayers. This revised approach will
result in less average time on each audit that will
translate into increased audit productivity.

Expansion of Non-filer Program: Performance
evaluation of current audit practices indicates tax
compliance risk in the area of non-filers requires
focused attention. Many entities doing business in
the State of Maine do not comply with state tax
laws. Corporate audit staff have recommended,
based on the experience of other states, including
New Hampshire, that a program to target corporate
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non-filers who have nexus with the State of Maine
can generate additional revenue beyond the
compliance activity involving taxpayers who
currently file State of Maine returns. The Sale Tax
audit plan has also been modified to identify and
contact non-filers. These programs will be
particularly beneficial because they result in larger
average assessments, and they bring new taxpayers
onto the tax roles on an ongoing basis.

The Tax Compliance Unit receives about 10,000
“leads” per year from the Internal Revenue Service
on individuals who file Federal returns, but who
may not be filing State of Maine returns. This unit
has developed programs to systematically
investigate these leads and is now limited in its
capacity for additional assessments by human
resource and programming requirements. This
proposal assigns a programmer and 3 examiner
positions to this function to achieve program
potential. Two positions will work the traditional
non-filer program and one will be assigned the
recently expanded S-corporation and partnership
non-filer program. These types of entities generate
State of Maine source taxable income for their
shareholders and partners. The income that “flows
through” to the partners should be reported on
individual income tax returns. Again, this non-filer
work will generate new state revenues, and
receivables; it also brings new taxpayers onto the
tax roles for future years and is not simply one-time
revenue.

Federal Offset Program: Maine Revenue Services
is participating in a program with the U.S. Treasury
to offset the Federal income tax refunds of State of



Maine taxpayers who have unpaid tax debt. This
efficient method of receivable collection will
accelerate revenue to the State of Maine. It also
frees collectors to focus effort on other receivables
that do not receive optimum attention at this time.
By focusing attention to other receivable types in a
more timely fashion, it is expected that revenues
will be collected that would not otherwise be
collectible. The estimate for increased revenue is
conservative and is based on the experience of other
participating states.

Receivables Collection: Approximately $32
million of taxes receivable are currently reserved
for collection staff. The Tax Compliance Report
submitted to the Legislature last year detailed the
status and extent of tax receivables. This proposal
is part of a strategy to address one of the root causes
of very aged receivables; it is also an important step
towards achieving the performance goal set by
Maine Revenue Services in its Performance Budget.
Current caseloads prohibit effective collection
procedures. This liability is associated with active

and inactive business. The success of delinquent
tax collection is dependent on timely and effective
follow-up with debtors. A thorough review of tax
receivable inventory last year resulted in significant
charge offs. In order to minimize future charge off
activity, it is critical that case management of this
debt be aligned with industry standards. Maine
Revenue Services does not currently assign this
business debt to outside collection agencies. The
contract Maine Revenue Services has with the
company assigned 1040 tax collections allows
assignment of this type of debt. The collection fee
would be based on 8.9% of collections. An
allocation of $400,000 from the collected tax debt is
required to cover the contingency fee. Based on
their experience in the State of Maine a few years
ago, and in other states, this company has assured
Maine Revenue Services that they can collect $4.5
million annually by addressing the receivable load
that cannot be effectively managed with current
staff. The non-filer activities associated with other
elements of this proposal are expected to increase
tax receivables in addition to increasing revenue.

Highway Fund

Ongoing expenditure growth in the Highway Fund
for the FY 02-03 biennium is expected to follow
historical trends of between 2.5 and 3% on an
annual basis. This level of growth does not
anticipate, or include, major investment in the
transportation infrastructure for the State of Maine.
More importantly, this growth is unsupported by
Highway Fund revenue growth. Revenues in the
Highway Fund are projected to grow approximately
1% on an annual basis.

One means of reducing both the short term and long
term expenditure burden of the Highway Fund has
been to reduce the general obligation debt
authorization for the Highway Fund. Up until the
FY 00-01 biennium, general obligation bond issues
for the Highway Fund have averaged $41 million
each biennium. In the FY 00-01 biennium, the bond
authorization for the Highway Fund was limited to
$25 million in order to reduce debt service costs for
the Highway Fund and to reduce Highway Fund
debt service as a percent of Highway Fund revenue.
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The long term fiscal goal was to reduce the debt
service burden of the Highway Fund over a 10 year
time period while providing Highway Fund
resources for other purposes. Transportation
infrastructure needs that would have been supported
through Highway Fund general obligation debt
would be satisfied through General Fund general
obligation debt. This shift was possible due to
available debt capacity in the General Fund. Total
tax supported debt capacity would be unaffected by
this shift (General Fund and Highway Fund
combined debt).

The budget for the FY 02-03 biennium recommends
the continuation of this fiscal policy. General Fund
general obligation debt authorization in fiscal year
2002-03 of $41 million is recommended to support
transportation infrastructure projects. Tax supported
debt capacity still would be unaffected. Highway
Fund debt service costs of $2,400,000 would be
avoided in fiscal year 2002-03 based on the
assumption that the Highway Fund would have had
to authorize in fiscal year 2001-02 general
obligation debt of $25 million.



The total projected shortfall for the Highway Fund
for the FY 02-03 biennium, after reflecting Part I
and Part II budget recommendations, stood at $43.2
million. In order to offset this projected shortfall,
most of the recommended budget reductions for the
FY 02-03 biennium would have to come from
transportation  infrastructure.  After  careful
consideration, the following recommended budget
plan for the FY 02-03 biennium for the Highway

Debt Service Reduction $2.4 million
Attrition Savings $3.4 million
Change in Unfunded

Actuarial Liability Term $1.6 million

Total Expenditure Reductions $34.5 million

Total Revenues and Expenditure

Fund was developed: Reductions $43.2 million
Shortfall: Ending Budget Status:
e Balance $(43.2) million e Shortfall Less Total of
Revenues and Expenditure

Revenues: Reductions $0
¢ Increase Vehicle and Trailer Effect of General Fund Bond

Titles $15 to $23 $6.7 million Authorization of $41 million:
¢ Increase Commercial Vehicle

Fines $2.0 million e  $41 million less $25 million

Total Revenues $8.7 million Originally Planned for the
‘ Highway Fund Provides a
Expenditure Reductions: Partial Offset to Transportation

Infrastructure Reductions of ~ $16.0 million

e Local Bridge Program $1.0 million
¢ Highway & Bridge Unmet Transportation

Improvement $23.5 million Infrastructure Need:
¢ Urban Rural Initiative :

Program $2.6 million e $27.1 minus $16.0 million <= $11.1 million

Sub Total $27.1 million

Cigarette Excise Tax

The budget for the FY 02-03 biennium recommends
an increase in the cigarette excise tax of $.26 per
pack. The excise tax on cigarettes would increase to
$1.00 per pack. The proposed increase is estimated
to generate additional General Fund revenues of
$13,346,740 in fiscal year 2001-02 and $23,027,050
in fiscal year 2002-03.

Tobacco is Maine’s number one cause of
preventable disability and death. Seven Maine
people die from tobacco every day — one of them a
non-smoker who dies from secondhand smoke.
Since the excise tax increase in November of 1997,
tobacco consumption (packs per capita) has
decreased by 17%. While increased taxes of any
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kind are difficult to accept as a means of balancing
the General Fund budget for the FY 02-03
biennium, the cigarette excise tax increase is
recommended primarily for the following reasons:

e To further reduce the use and abuse of tobacco
by increasing the economic or price barrier to
smoking.

e To avoid more serious reductions in General
Fund support for Medicaid, which is estimated
to grow in the FY 02-03 biennium by $122.6
million based on General Fund current services
requests compared to the base year (fiscal year
2000-01), including the recommended



supplemental (emergency) budget for fiscal year
2000-01.

A substantial portion of the ongoing health care
costs associated with Medicaid is the result of

tobacco use. According to 1993 expenditure data,
tobacco costs Maine’s Medicaid system at least
$60-$90 million per year. Cigarette excise tax
increases are a proven method for decreasing the
incidence of smoking and improving lives.

Meals and Lodging

The budget for the FY 02-03 biennium includes a
proposed increase of ¥2% in the meals and lodging
tax, raising the tax to 7 %%. This increase would
generate additional General Fund revenues
estimated at $3,520,791 in fiscal year 2001-02 and
$6,842,290 in fiscal year 2002-03. The increase
would provide a predictable, dedicated revenue
stream for tourism promotion, funded by visitors,
which would allow planning and implementation of

long term, competitive marketing programs.
Tourism is a major economic engine for the State of
Maine that independent research has shown to
return in excess of $345 million annually to Maine
State Government. A predictable, self-funded
income stream dedicated to tourism promotion will
provide the resources necessary to protect and grow
the revenue accruing to the State of Maine.

Privatization of State Retail Liquor Stores

Contained in the budget for the FY 02-03 biennium
is a recommendation to remove the State of Maine
from running and operating 27 state retail liquor
stores. The cost of running these state stores is an
expenditure that can be met by transitioning these to
the private sector to increase to 191 the existing
agency store network. In doing so, the State of
Maine maintains its control over wholesale liquor
and, subsequently, the important aspects over the
control of alcohol embedded in the concept of being
a Control State.
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By eliminating the state retail operations, 97 state
employees will be displaced. The proposal provides
funding and an emphasis on training and job
placement for each displaced worker. This
recommendation to close the state liquor stores also
includes funds for increased enforcement and
licensing through the Bureau of Liquor
Enforcement in the Department of Public Safety in
order to ensure a smooth transition.

The net savings to the General Fund over the FY
02-03 biennium are estimated at $4,989,778.









Background

The Consensus Economic Forecasting Commission
was originally established by Executive Order on
May 25, 1992 in order to provide the Governor, the
Legislature and the Revenue Forecasting
Commission  with  analyses, findings and
recommendations for state economic assumptions to
be used in developing state revenue forecasts.
Creation of the commission was in response to a
recommendation of the Special Commission on
Government Restructuring in 1991 to establish an
independent, consensus process for state economic
and revenue forecasting. Public Law 1995, chapter
368 enacted in statute the Consensus Economic
Forecasting Commission, maintaining both the
structure and intent of the original Executive Order.

The commission consists of 5 members having
professional credentials and demonstrated expertise
in economic forecasting. Members of the
commission are appointed as follows: two members
appointed by the Governor; one member
recommended for appointment to the Governor by
the President of the Senate; one member
recommended for appointment to the Governor by

the Speaker of the House of Representatives; and
one member appointed by the other members of the
commission. One member of the commission must
be selected by a majority vote of the other
commission members to serve as the chair of the
commission,

The commission is required to develop 2 year and 4
year economic forecasts for the State of Maine. In
performing this duty, the commission is required by
statute to meet twice each fiscal year. No later than
November 1% and February 1% annually the
commission must develop its findings with regard
to the economic assumptions or adjustments to the
existing economic assumptions for the State of
Maine. The commission submits its findings to the
Governor, the Legislative Council, the Revenue
Forecasting Committee and the joint standing
committee of the Legislature having jurisdiction
over appropriations and financial affairs. The
Revenue Forecasting Committee is required to use
the economic assumptions and forecast of the
commission in developing its four-year revenue
projections.

Findings

The Consensus Economic Forecasting Commission
met on September 12, 2000 and subsequently
reconvened on October 30, 2000 to prepare the
economic assumptions that would become the basis
for the Revenue Forecasting Committee’s revenue
projections for fiscal years 2000-01, 2001-02, 2002-
03, 2003-04 and 2004-05.

The commission concluded that the State of Maine
would experience the same economic slowdown
that is occurring nationally following the interest
rate hikes by the Federal Reserve. This trend would
result in a general economic slowdown and a
decline in construction jobs. Personal income
growth is expected to be at 5.5% for 2000 and 2001
and dip to 5% over the remaining forecast period of
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2002 through 2005. Unemployment, however, is
forecast to remain low as a result of the steady pace
of job creation, primarily in the southern part of the
state. Employment growth is expected to be at 2.5%
in 2000, dipping to a range of 1.1 to 1.3% over the
remaining forecast period of 2001 through 2005.
Job creation is expected to be supported through
continued economic expansion while being
restrained by the continuation of minimal
population growth statewide and tight labor market
conditions in southern Maine. Consumer Price
Index (CPI) growth is expected to follow national
forecast trends.

The major economic growth assumptions are
summarized below in Table B - 1.



alendar Ye:

Non-Farm Employment

2.5%

1.3%

1.3%

2004

1.3%

ME Personal Income (Nominal)

5.5%

5.0%

5.0%

5.0%

U.S. Consumer Price Index

3.0%

2.5%

2.5%

2.5%

A more detailed list of economic assumptions,
which are incorporated into the revenue forecasting

models

committee, are shown below in Table B - 2.

used by the Revenue

Forecasting

TABLEB -2

Consumer Price Index - (Urban Dwellers) - 2.8% 2.3% 1.6% 2.2% 3.0% 2.5% _2.5%
Annual Growth Rate

Maine Unemployment Rate 74 5.7] 5.1 54 44 4.1 34 38 4.3 4.6 4.8 4.9

|Average 3-Month Treasury Bifl Rate 4.2%! 5.5% 5.0% 5.1%) 4.8%| 4.6% 6.0%! 6.1% 5. 7% 5.3%) 5.0% 4.7%)
liverage 10-Year Treasury Note Rate 7.4%) 6.5% 6.7% 6.6% 5.6% 5.9% 6.1% 4% 6.5% 6.2% 6.0% 589
Maine Agriculrucal Employment (Thousands) 145 144 143 134 16.1 134 140 14.0 40 14.9 4.0 140

Non-Farm Empl (Th ds) .

Mining - 0.1 0.1 0.1 01 0.1 0.1 - 0.1 01 0.1
c : 210 217 231 233 281 204 30.0 309 318 328

Marfactring ] 914l 910 883  srs| 861 859 gs4| 850 a3l w7l

| Transp/Commun /Publ Ttls. - 22.6 22.3 22.6 23.1 24.0 4.2 24.5 24.6 247 24.8

Wholesals Trade i 239 25.1 258 260 213 282 286 250 296 29

Retail Trade 10311 1114 1134 1159 119.0 1218 1227 124.5 125.3 1267
Finance, Insurance & Real Estate 263 260 271 284 287 3100307 30.6 30.7 30.3 30.3
Services 1414 1467 151.2 158.7 166.8 1741 180.7 185.0 189.5 194.7 199.6
Govemnment 94.2 93.3 92.8 93.0 94.6 96.1 99.1 99.8 100.3 101.0 101.8

Tota Non Fam Bvployment S3LA smal saas]  ss37] o2l sess 63 aoes| 6143 e23 6302

|Annual Growth Rates for Non-Farm Employment
Mining - _ 0.0% . 0.0% 0.0%)| 0.0% 0.0% 0.0%

Co . 7 Y . T 12.1% 5.0%] 1% 300 ag% 31%

Manufacturing - -0.4% -3.0% -0.6%. -0.8% -1.1%) -0.3%. -0.6% -0.5% -0.8%. -0.7%

[Transp/Commun /Publ Utls. - -1.2% 1.4% 2.0% 2.0%! 1.6% 1.2% 1.0%)| 0.6%)| 0.3% 0.2%

[ Wholesale Trade - 4.7% 2.5% 0.6% 1.9%| 3.1%)| 3.6%| 1.2% 1.5% 2.1% 1.0%

Retail Trade - 1.5%| -0.4%)| 1.8%, 2.2%) 2.7%] 23% 0.7% 1.5% 0.6% 1.1%

Finance, Insurance & Real Estate . - -1.0% 3.9% 5.0%: 4.6% 4.4%) -0.9% -0.5% 0.3% 0.3% 0.2%

[Services - 3.7% 3.1% 5.0% 5.1% 4.4%)| 3.8% 2.4% 2.4% 2.7% 2.5%

Government - -0.5%. -0.5% 0.2%) 1.8%, 1.6%| 3.1%] 0.7%| 0.5% 0.8% 0.7%

i Total Non-Farm Empl - 1.3%) 0.8%| 2.1% 2.8%| 2.9% 2.5% 1.1% 1.3% 1.3% 1.3%

[Total Personal Income (Milions) 24,173.8 25,046.3 264340 27,7714.5 29,3535 30,828.3 32,523.8 34,312.6 36,028.2 37,8287 39,7211
Wage and salary dist 12,408.5 12,923.3 13456.5 14,315.5 15,2535 16,259.0 17,270.1 18,357.2 19419.2 20,503.7 21,648.0
Other labor income 2,121.8 2,064.8 2,104.0 2,033.8 2,0475 2,104.5 2,146.6 2,230.3 2,3058 2,383.3 24627
Non-farm Proprictors' income 1,885.5 1,7918 1,959.0 2,052.0 2,194.8 2,373.0 2,536.9 2,676.4 2,8102 2,950.7 3,0982 .
plus: Dividends, interest, and rent 4,346.8 4,691.0 5037.0 3,360.3 3,689.8 58538 6,082.0 §,416.5 6,731.3 7.074.1 74279 7,799.2
phus: Transfer payment; - 4,053.0 42863 4,565.3 47980 49570 5,067.0 53014 5,524.3 57285 5,939.3 6,156.8 6,381.2
less: Personal contrb. for social insurance 999.8 1,050.8 1,084.8 1,1453| 12013 1,287.0 1,3335 14068 14772 1,551.0 1,628.6 1,710.0
plus: Adjustment for residence 1833 2083 240.0 2793 3005|3252 3431 | 360.3 3783 T2 4171

Famn Income 1138|1450 1273 5[ 1301 1029, 721 357 794 834

| Annual Growth Rates N i -

Personal income 3% 5% 51% 57% 5.0% 5.5% 5.5%) 504 50 5.0% 5.0%
‘Wage and salary disbursements - 4% 4.1%| 6.4% 6.6%)| 6.6%| 6.2% 6.3% 5.8%) 5.6% 5.6% 5.6%
Other labor income - -2.7%, 1.5%) -3.3% 0.7%| 2.8%) 2.0%| 3.9% 34% 34% 3.3% 3.3%)
Non-farm Proprietors' income - -5.0% 9.3% 4.7%! 1.0% 8.1% 6.9% 5.5% 5.0% 5.0% 5.0% 5.0%
plus: Dividends, interest, and rent - 7.9%| 7.4%)| 6.4% 6.1%! 2.9% 3.% 5.5% 5.0% 5,094 5.0% 5.0%!
plus: Transfer payments - 5.8% 6.6% 5.0% 3.3% 2.2% 4.6% 4.2% 3% 3% 3% 3.6%
less: Personal contrb. for social 1 - 5.1% 3.2%| 5.6% 4.9%) 7.1% 3.6% 5.5%) 5.0% 5.0% 5.0% 3.0%
plus: Adj for residence - 30.9% 13.6% 15.2%% 16.4% 7.6% 8.2%, 5.5% 3.0% 5.0% 5.0% 5.0%)

[Farm Income - -21.8% 27.5% -34.3% 33.6%] 17.5% -13.0% -20.9% -30.0% 5.0% 5.0%. 5.0%)

TABLE B - 2

Source: Report of the Maine State Revenue Forecasting Committee, December 2000









‘,Reen,!!e Outlook and Forecast

The Revenue Forecasting Committee was
established by Executive Order on May 25, 1992 in
order to provide the Governor, the Legislature and
the State Budget Officer with analyses and
recommendations related to the projection of
General Fund and Highway Fund revenues.
Creation of the committee was in response to the
recommendation of Special Commission on
Government Restructuring to develop independent
and consensus based revenue projections. Public
Law 1995, chapter 368 enacted in statute the
Revenue Forecasting Committee. This law provided
that membership on the committee would include
the State Budget Officer, the State Tax Assessor,
the State Economist, the Director of the Legislative
Office of Fiscal and Program Review and an
economist on the faculty of the University of Maine
System selected by the Chancellor.

Public Law 1997, chapter 655 expanded
membership on the committee to include an analyst
from the Legislative Office of Fiscal and Program
Review designated by the Director of that office.
The revenue projections of the committee also
would no longer be advisory but would become the
actual revenue projections used by the Executive
Branch in setting budget estimates and
recommendations and out-biennium  budget
forecasts for both the General Fund and the

Highway Fund. The State Budget Officer also was
empowered to convene a meeting of the committee
to review any new data that might become
available, affecting the revenue projections for the
General Fund and the Highway Fund.

The committee is required to meet at least four
times a year or when called by a majority vote of
the committee members, or at the request of the
State Budget Officer. The committee is required to
develop four year revenue forecasts for the General
Fund and the Highway Fund, or other funds of the
state. No later than December 1% and March 1%

" annually the committee must submit to the

Governor, the Legislative Council, the joint
standing committee of the Legislature having
jurisdiction over appropriations and financial affairs
and the State Budget Officer its findings, analyses
and recommendations for General Fund and
Highway Fund revenues. The revenue forecasts are
developed using econometric models for Sales and
Use Tax, Individual Income Tax, Corporate Income
tax, Fuel Tax and Cigarette Tax, making up
approximately 87% of the revenue forecast for the
General Fund and the Highway Fund. Forecasts for
the remaining revenue lines are developed using
trend data, national economic assumptions,
department subject matter experts and operational
analysis (e.g., net profit from liquor sales).

Findings (Major Revenue Sources)

Overview — Trend - General Fund revenues for
fiscal year 2000-01 are projected to decline by
1.42% from the actual revenues in fiscal year 1999-
00 due to one time revenues of $50,250,000 in
fiscal year 1999-00 from the Estate Tax and the
Corporate Income Tax (sale of power generating
assets) and the implementation of the modified
accrual method of accounting for revenue for
Corporate Income Tax, Cigarette and Tobacco Tax,
Estate Tax and Real Estate Transfer Tax and the
following enacted tax changes that reduce General
Fund revenues in fiscal year 2000-01 by
$97,119,301:
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e Repeal of the Snack Tax effective January 1,
2001.

¢ Reduction of the sales tax from 5 ¥2 % to 5 %
effective July 1, 2000.

e Increase in the personal exemption for income
tax to $2,850 for income tax years beginning on
or after January 1, 2000.

e A public and private pension exemption from
income tax of $6,000 effective for the tax years
beginning on or after January 1, 2000.



e An earned income tax credit effective for tax
years beginning January 1, 2000.

e Conformity in the State of Maine income tax for
health insurance deduction for self employed
individuals.

Annual General Fund revenue growth of
approximately 5 % from fiscal year 2000-01
through fiscal year 2002-03 based on projections
follows the underlying trend and strength of the
State of Maine economy adjusted for additional tax
reduction effects that further reduce General Fund
revenues by $1.5 million in fiscal year 2001-02 and
$6.5 million in fiscal year 2002-03.

e Adjustment in the income tax brackets to offset
inflation effective for the tax year beginning
January 1, 2002. '

e Indexing of the individual income tax brackets
for inflation effective January 1, 2003.

Sales and Use Tax -~ Consumer spending is
expected to moderate from the growth in sales in
previous years of 7 to 8%. Annual growth of
approximately 5.4% is forecast for fiscal years
2001-02 and 2002-03. There is some concern over
automobile/transportation sales and building supply
sales, which may cause volatility in the Sales and
Use Tax line during economic slowdowns.
Automobile/transportation and building supply sales
make up approximately 33% of Sales and Use Tax
revenues. Strong growth in tourism related sectors
are expected to offset moderating growth in
economic sensitive sectors of the Sales and Use Tax
line. Enacted legislation also is reflected in the
forecast for fiscal years 2001-02 and 2002-03 as
follows:

e Repeal of the Snack Tax effective January 1,
2001.

Individual Income Tax — The estimate for fiscal
years 2001-02 and 2002-03 reflects the underlying
economic forecast of the Consensus Revenue
Forecasting Commission with respect to personal
income and wage and salary distribution and an
overestimate for tax year 1999 of between $15 and
$19 million. Growth in the range of 7 to 10%,
which had been the experience in previous years, is
not expected to continue due to the general

economic slowdown. Annual growth is expected to
be in the 6% range for fiscal years 2001-02 and
2002-03. Capital gains are expected to grow at 4 to
5%. Enacted legislation also is reflected in the
forecast for fiscal years 2001-02 and 2002-03 as
follows:

e Effective for tax year 2002, the individual
income tax brackets are adjusted to offset
inflation.

e Effective January 1, 2003, the individual income
tax brackets will be indexed for inflation using a
formula similar to that used at the federal level.

e Effective for tax years beginning on or after
January 1, 2000, the first $6,000 of public and
private pension will be exempt from the
individual income tax. The $6,000 exemption
will be reduced, but not below zero, by the
amount of social security benefits received by a
taxpayer.

e Effective with the tax year beginning January 1,
2000, individual income taxpayers that are
eligible for earned income tax credit at the
federal level will be allowed a nonrefundable
state credit equal to 5% of the federal amount.

Corporate Income Tax - The forecast for
Corporate Income Tax is essentially unchanged
from the committee’s February 2000 forecast for
fiscal years 2001-02 and 2002-03. National
forecasts of declining corporate profits have
necessitated a more cautious revenue forecast for
this line.

Cigarette and Tobacco Tax — The forecast for
fiscal years 2001-02 and 2002-03 reflects increased
tax receipts over budget in the base year (fiscal year
1999-00) of $2.6 million.

Insurance Company Tax - The forecast for
Insurance Company Tax for fiscal years 2001-02
and 2002-03 reflects changes in Maine’s insurance
market that are expected to increase the insurance
premium tax by approximately $5 to $6 million
each fiscal year.

Municipal Revenue Sharing — Sales and Use Tax,
Individual Income Tax and Corporate Income Tax
are subject to Municipal Revenue Sharing in
accordance with Title 30-A, section 5681 of the



Maine Revised Statutes. That section of statute
requires that an amount equal to 5.1% of the latter
three tax lines be transferred to the Local
Government Fund (Municipal Revenue Sharing).
Municipal Revenue Sharing is a calculation based
on the forecasts of the three previously referenced
tax revenue lines.

Fuel Tax — The forecast for Fuel Tax for fiscal
years 2001-02 and 2002-03 reflects the base year
(fiscal year 1999-00) experience in which actual
revenues exceeded budget by $3.4 million. Annual
growth is expected to follow historical trends of
approximately 1% each year. The forecast for fiscal
years 2001-02 and 2002-03 reflects the full effect of
an increase in the excise tax on gasoline and special
fuels that increased by $.03 per gallon effective
August 1, 1999. The new rate on gasoline is $.22
and the new rate on special fuels is $.23.

Motor Vehicle Registration Fees — The forecast
for Motor Vehicle Registration Fees for fiscal years
2001-02 and 2003-03 reflects the base year (fiscal
year 1999-00) experience in which actual revenues
exceeded budget by $7.6 million.
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Other Revenue Lines — Increases in other revenue
lines reflect actual experience in the base year
(fiscal year 1999-00), showing increases in transfers
from unorganized property tax, net profit transfers
from liquor sales, fines, licenses and fees.



for the Highway Fund. Table C - 3 shows the
adopted revenue forecast of the committee for
Tobacco Settlement Funds.

The Revenue Forecasting Committee forecast for
General Fund revenues is shown in Table C - 1.
Table C - 2 shows the committee’s revenue forecast

TABLE C -1

Ut

Sales and Use Tax 847,355,132 833,200,000 -1.67%] 1,680,555,132 860,900,000 3.32%| 907,330,000 5.3%%} 1,768,230,000
Individual Income Tax 1,074,621,614 | 1,121,314,159 4.35%] 2,195,935,773 § 1,207,921,817 7.72%| 1,294,479,861 7.17%) 2,502,401,678
Corporate Income Tax 150,045,645 113,548,431 -24.32%) 263,594,076 | 116,174,886 2.31%f 116,711,778 0.46%) 232,886,664
Cigarette & Tobacco Tax 78,343,171 71,466,005 -1.12%]) 155,809,176 76,947,655 -0.67% 76,331,346 -0.80%) 153,279,001
Public Utilities Tax 15,786,931 29,800,000 88.76% 45,586,931 30,100,000 1.01% 29,300,000 -2.66% 59,400,000
Insurance Company Tax 42,698,686 39,993,634 -6.34% 82,692,320 43,381,856 8.47% 40,924,003 -5.67% 84,305,859
Inheritance & Estate Tax 58,803,666 32,753,971 -44.30% 91,557,637 34,410,766 5.06% 36,137,472 5.02% 70,548,238
Property Tax - Unorganized Terr. 9,333,204 9,213,301 -1.28% 18,546,505 9,212,540 -0.01% 9,778,692 6.15% 18,991,232
Income from Investinents 20,312,457 17,000,000 -16.31% 37,312,457 17,000,000 17,000,000 34,000,000
Mumicipal Revnue Sharing (105,673,142)] (105,471,192) -0.15%] (211,144,334) (111,434,332) 5.65%] (118,244,604) 6.11%] (229,679,436)
Transfer from Liquor 23,226,758 21,477,758 -1.53% 44,704,516 22,189,864 3.32% 22,613,200 1.91% 44,803,064
Transfer from Lottery 38,138,174 37,975,384 -0.43% 76,113,558 36,762,402 -3.19% 36,809,911 0.13% 73,572,313
All Other 142,224,510 133,033,766 -6.46%F 275,258,276 134,016,035 0.74%] 134,866,177 0.63%] 268,882,212
TOTAL REVENUE 2,395,216,806 | 2,361,305,217 -1.42%| 4,756,522,023 | 2,477,582,989 4.92%] 2,604,037,836 5.10% 5,081,620,825
TABLE C - 2

Fuel Tax 174,691,007 177,634,606 1.6%%] 352,325,613 179,876,344 1.26%] 182,478,107 1.45%] 362,354,451
Motor Vehicle Registrations & Fees | 74,079,814 72,356,030 -2.33%) 146,435,844 73,301,225 1.31%) 74,135,460 1.14%) 147,436,685
Inspection Fees 2,625,496 2,421,945 -1.715% 5,047,441 2,465,354 1.79%; 2,480,600 0.62%) 4,945,954
Income from Investinents 3,997.979] 3,440,000 -13.96% 7.437,979] 3,000,000 -12779%| 3,000,000 6,000,000
Other Revenues 7,524.642] 8,003,386 6.36% 15,528,028] 8,149,148 1.82%| 8,272,508 1.51% 16,421,656

TOTAL REVENUE 262,918,938 263,855,967 0.36%|  526,774,905] 266,792,071 1.11%| 270,366,675 1.34%) 537,158,746

TABLEC -3

k!
1999-00 $63,779.219 $62,963,739 {$815.480)
2000-01 $47 858,671 $111,637,890 $47,974,269 $110,938,008 $115,598
2001-02 $57.983,737 $57.530,718 ($453,019)
2002-03 $58,848 418 $116,832,155 $58,290,987 $115,821,705 ($557.431)
2003-04 $51,703,870 $51,043,367 ($660,503)
2004-05 $52,475 463 $104,179,333 $51,608,274 $102,651,641 ($867,189)
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Glossary of Terms

Term/Definition

Allotment: The designation of a department or
agency’s estimated expenditures in each fiscal year
budget (called the annual work program) by quarter
and line category. Four equal quarters are used each
fiscal year. The approved amounts are recorded in
the accounting general ledger by quarter and line
category to form the basis on which the State
Controller authorizes expenditures, in accordance
with statute.

Allocations: The total amount of estimated
expenditures authorized by the Legislature from
resources legally restricted or otherwise designated
for specific operating purposes. These resources
typically constitute highway funds, federal funds,
other special revenue funds, internal service funds,
enterprise funds or any other funds, which may be
designated for specific purposes by the Legislature.

Alternative Budget: The biennial budget scenario
technique in which departments and agencies are
required to present revised Part I budgets for each
fiscal year of a biennium as an alternative to the
department or agency’s original Part I budget
proposal.

Appropriations: The total amount of estimated
expenditures authorized by the Legislature from
unrestricted or undesignated resources in each fiscal
year. These resources typically constitute
undedicated General Fund resources.

Biennial Budget: The two year financial plan of the
State of Maine which shows for each fiscal year all
proposed  expenditures, interest and debt,
redemption charges, capital expenditures and
estimated revenues in support of expenditures and
obligations consistent with the Governor’s, or
Governor-elect’s, program priorities, goals and
objectives.

Biennium: The two fiscal years, beginning in even
numbered fiscal years, which represent the period
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covered by the biennial budget financial plan of the
State of Maine.

Encumbrance: A commitment against allotment
for legally binding purchase orders and contracts
representing goods and services which have not yet
been received. Encumbrances become expenditures
and liabilities only when the goods and services are
actually received.

Full Time Equivalent: The number of positions
of less than 52 weeks in a fiscal year authorized by
the Legislature for a specific department or agency
and program.

Legislative Count: The number of permanent
full time and part time positions authorized by the
Legislature for a specific department or agency and
program.

Line Category: The expenditure groups represent-
ed by the following four classifications to which the
Legislature appropriates and allocates funds by
department or agency and program: personal
services (salaries, wages and benefits); all other
(operational support); capital expenditures (capital
equipment purchases, real property purchases and
facility improvement and coqstruction); and,
unallocated (undesignated items with respect to
expenditure type).

Part I Budget: The two year biennial budget that
outlines the anticipated financial resources and
estimated expenditures of a department or agency
and program that are necessary to continue the
current level of legislatively approved program
effort.

Part II Budget: The two year biennial budget that
outlines the anticipated financial resources and
estimated expenditures of a department or agency
and program that are necessary to expand existing
programs beyond the level authorized by the



Legislature or to undertake new program initiatives,
also beyond the scope of existing legislative
authorization.

Program (also Program Strategy): A grouping

toward the accomplishment of a set of goals and
objectives consistent with statutorily defined
missions and represents a department bureau,
division or operational entity to which the
Legislature appropriates or allocates resources

of activities and expected results that are directed defined by the Legislature.
‘Budget Policy

The Maine Legislature appropriates and allocates
Funds for Governmental Funds and Account
Groups, as shown in Table D - 1

Account Groups
Internal Service
Funds

Highway Fund Enterprise Funds

Federal Expenditures Fund

Other Special Revenue
Funds

Federal Block Grant Funds

The Constitution of Maine requires the Governor
and the Legislature to submit, enact and approve a
balanced budget that achieves each fiscal year a
balance between resources and commitments. The
State of Maine uses a biennial budget in which the
~ budget is presented by the Governor and acted upon
by the Legislature for two fiscal year periods
beginning in even numbered years. Each fiscal year
of the biennium encompasses the period July 1
through June 30. Appropriations and allocations are
provided for each fiscal year of the biennium. The
biennial budget for each ensuing biennium is
presented and acted upon by the first regular session
of the Legislature. During the first regular session,
the Legislature may also make adjustments to the
appropriations and allocations by program for the
last fiscal year of the current biennium. The second
regular session of the Legislature may make
adjustments to both the first and second fiscal years
of the current biennium.

A program oriented biennial budget format has been
the method of budget presentation. That
presentation format will change to a performance
based budget effective with the FY 02-03 biennium.
Programs will be referred to as program strategies
within each department and agency under
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performance budgeting. Performance measures will
be connected to each program strategy. Each
program strategy, in turn, will display its connection
to the department or agency goals and objectives.
Funding by objective for each department or agency
will roll up to a functional statewide policy area.

Appropriations and allocations by program are
further delineated by three line categories: Personal
Services; All Other; and, Capital Expenditures. The
Personal Services line category includes the
salaries, wages and benefits for all positions
authorized by the Legislature reduced by an attrition
factor of .8%. The All Other line category includes
the operational expenditures of a program such as
vehicle operations, in state travel, supplies, etc. The
Capital Expenditures line category includes funds
for the purchase and replacement of equipment
assets of $3,000 or more with a useful life greater
than one year, and for real property purchases and
facility improvements and construction.

Each appropriation and allocation to a program also
includes the number of positions authorized by the
Legislature. Referred to as ‘“headcount” these
positions are further classified by the Legislature as
“legislative count” or “full time equivalent”.
Legislative count represents positions authorized by
the Legislature for 52 weeks in a fiscal year. These
may include full-time and part-time positions. Full
time equivalent represents positions authorized by
the Legislature for less than 52 weeks in a fiscal
year. These typically include seasonal and
intermittent positions. Positions authorized by the
Legislature may not vary from the position titles
and detailed funding that support the positions
without legislative approval unless permanent
funding is identified and approved by the State
Budget Officer.



The biennial budget is presented separately in the
form of an operating budget and a capital budget.
Capital facility repairs to maintain asset value are
included in the operating budget. The operating
budget is further delineated in two parts to reflect
content and purpose referred to as Part I and Part II.
The Part I budget includes funds that are requested
and approved to maintain the current services
operation of a program under existing law. The Part
IT portion of the budget includes funds requested
and approved to expand program operations beyond
the current level approved by the Legislature, or to
create new programs.

Once the Legislature has enacted the biennial
budget, and it has been signed into law, the
departments and agencies receiving expenditure
authorization are required to develop budgets by
program for each fiscal year, requesting allotment
by line category and quarter. Allotment is
established in four quarters approved by the
Governor. Fiscal year budgets may be adjusted, or
funds transferred between line categories and
programs within the same fund and department or
agency, to meet changing conditions upon approval
by the Governor. Limitations on the transferability
of funds between line categories and programs in a
fiscal year is guided in law.

Biennial Budget Time Line

Biennial budget policy is provided to departments
and agencies in July of the last fiscal year of the
current biennium. Policy guidance includes a
description of the required documentation to
support each budget request and limitations on
consumer price index increases for current services.
Variance explanations for requests that are over or
(under) the consumer price index guideline are
required as part of a department or agency
submission. Alternative funding scenarios from
departments and agencies may also be requested to
show the program impact if funds by program were
limited to 95%, for example, of the base year
appropriations or allocations. Part II requests for
new and expanded initiatives are required to be
submitted in order of priority. In addition, the
guidelines and instructions may also request
detailed technology budget information for each
department and agency.

Biennial budget requests are due in the Bureau of
the Budget by September 1 of each even numbered
year. This due date is established in statute.
Beginning at the end of September, and continuing
through October, one-on-one budget meetings are
held with key department and agency staff to
discuss specific Part II requests, departmental
priorities, performance expectations and impact of
reductions from alternative budget scenarios. Key
administration staff at these meetings may include
the Governor, the Commissioner of the Department
of Administrative and Financial Services, the State
Budget Officer, the Governor’s Chief of Staff and
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the Governor’s Senior Policy Advisors, depending
upon the department or agency and the issue under
consideration. At the same time, the budget analysts
in the Bureau of the Budget prepare current services
budget recommendations for the Governor based on
independent analysis and forecasts as well as one-
on-one discussions with department and agency
staff.

In November and early December, all budget
decisions are finalized, including the development
of the capital budget. The budget bills are
transmitted to the Legislature in late December or
early January. Three budget bills are provided to the
Legislature. One is a supplemental budget bill (also
referred to as an emergency budget bill) that
proposes adjustments to appropriations and
allocations for the last fiscal year of the current
biennium. The second is referred to as a unified
budget bill in that it presents all appropriations and
allocations for a program regardless of funding
source. Part A of the bill presents the Governor’s
current services appropriation and allocation
recommendations for the upcoming biennium. Part
B of the bill presents the Governor’s current
services recommendations for adjustments to
appropriations and allocations for the upcoming
biennium that are required to achieve a balanced
budget. Other parts of the unified budget bill
include proposed statutory and unallocated
language required to give legal effect to the
Governor’s budget proposals. The third is referred
to as a supplemental bill, (also referred to the Part I



budget bill), and contains the Governor’s proposals
for new and expanded programs and capital
improvements and construction.

The budget document must be submitted to the
Legislature in early January according to statute.
The content of the budget document is prescribed
by statute. The budget document presents the
budget, financial and operational plan of the
Governor for the upcoming biennium. Details are
provided in the budget document to show how those
plans will be realized and the manner in which the
budget has been balanced.

The Legislature conducts separate public hearings
for each budget bill type before the joint standing
committee of the Legislature having jurisdiction
over appropriations and financial affairs. At each
pubic hearing, department and agency heads present
and defend each budget request by program for his
or her department or agency. Testimony from the
public, either for or against the request, is solicited
by the committee during the public hearing.
Members of the joint standing committee of the
Legislature having policy jurisdiction over the
department or agency also are included in the public
hearing process.

Following each public hearing, the joint standing
committee of the Legislature having jurisdiction
over appropriations and financial affairs engages in

work sessions for each budget bill type. The initial
stage of the work session involves the receipt of
recommendations from the legislative policy
committees of jurisdiction. The committee next
engages each department or agency head, and their
staff, in one-on-one discussions in order to elicit
additional program information pertinent to the
budget decision making process. Such information
may include staffing and organization, performance
measures, caseload forecasts, etc. The committee
takes public votes on each item in the Governor’s
budget, adjusting each budget bill to reflect the
priorities of the Legislature. At the conclusion of
the work session, the committee reports out each
budget bill type for consideration by the full
Legislature followed by referral to the Governor for
his or her approval.

Budget bills are submitted as emergency bills that
require a 2/3 vote of the members of both legislative
bodies in order to take effect when approved by the
Governor. Non emergency budget bills require a
majority vote of those legislators present and voting
in each legislative body. These budget bills take
effect 90 days after the adjournment of the
Legislature if signed into law by the Governor.

Table D-2 below shows in high level form an
approximate time line for the biennial budget
process that begins each even numbered year.

Issue to depéffments and ageﬁcnes the bl

TableD -2
ennial budget
guidance for Part I, Part II, performance budgeting

and technology budgets. July
Receive from departments and agencies the Part I and

Part IT budget requests, the strategic plan and performance

budget information and the technology budget plans. September 1

Hold one-on-one budget meetings with departments and agencies

September to October

Receive the General Fund and Highway Fund

revenue forecasts from the Revenue Forecasting Committee November

Finalize the Part I, Part II and capital budget November

Prepare the budget document and budget bills December

Submit the budget document and budget bills to the Legislature December & January
Conduct public hearings on budget bills January & February
Conduct work sessions on budget bills March to May

Enact budget bills June
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Use of Performance Measures

Performance budgeting is a new element in the
biennial budget process for the State of Maine. The
Bureau of the Budget and the State Planning Office
have met with departments and agencies in order to
ensure that their performance measures are relevant
for the FY 02-03 biennium. Because of the newness
of the process, the performance measures have not

been fully reviewed in relation to the Part I requests
from departments and agencies. Part II requests,
however, are required to show the incremental
increase in performance. These performance
measure results have been analyzed in conjunction
with the review of new and expanded budget
requests for the FY 02-03 biennium.

Revenue _‘Forecasting

The State of Maine develops General Fund and
Highway Fund revenue forecasts for the biennial
budget within the context of a consensus revenue
forecasting model. The Consensus Economic
Forecasting Commission first meets to prepare a
four year economic forecast for the State of Maine.
The six member Revenue Forecasting Committee
uses the economic assumptions recommended by
the Consensus Economic Forecasting Commission
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to prepare its four year revenue forecast for the
General Fund and the Highway Fund. The
committee’s recommendations for revenues
affecting the upcoming biennium are made in
November, and are subsequently used by the
Governor in developing the General Fund and
Highway Fund budget recommendations for the
upcoming biennium.



THIS PAGE
INTENTIONALLY

~ LEFT BLANK









General Fund

The fiscal year 2000-01 budget for the General
Fund relies upon a one time projected balance
forward from fiscal year 1999-00 of $295,297,989
to reach a balanced budget. While approximately
$193 million of one time General Fund
appropriations were enacted in fiscal year 2000-01,
ongoing General Fund appropriations exceed
ongoing revenue in fiscal year 2000-01 by $98.7
million. This Structural Imbalance in fiscal year
2000-01, which is defined as the difference
between ongoing revenues and ongoing
appropriations (expenditures) in a fiscal year, is
expected to have a negative impact on the projected
status of the General Fund in the FY 02-03
biennium. The fiscal year 2000-01 General Fund
status is shown in Table E - 1.

The Bureau of the Budget is required by statute to
develop four year budget forecasts for the General
Fund. The budget forecast is required by statute to
use the General Fund revenue forecasts of the
Revenue Forecasting Committee. Expenditure
forecasts are required by law to be based on current
law and the current structure and operation of
General Fund supported programs. For the “out-
year” budget forecasts (fiscal years 2001-02 and
2002-03 in Table E - 1), the Bureau of the Budget

used weighted average growth for each expenditure
category to develop a baseline expenditure forecast.
This baseline forecast was adjusted by program for
one time expenditures and the phase-in of new
operations. The baseline forecast was further

~ adjusted to reflect program-by-program expenditure

growth or decline that varied from the baseline
growth assumptions, resulting from programmatic
factors such as caseload, national trends, etc.

On September 22, 2000, the Bureau of the Budget
issued its updated four year budget forecast for
fiscal years 1999-00, 2000-01, 2001-02 and 2002-
03. This budget forecast for the General Fund for
fiscal years 2001-02 and 2002-03 is shown in Table
E -1. Based on the assumptions delineated in Table
E -1, including the expectation of using $30 million
in Tobacco Settlement Funds (Fund for a Healthy
Maine) for growth in Medicaid, the budget forecast
results in a Structural Budget Gap in the FY 02-
03 biennium of $197 million. A Structural Budget
Gap is defined as the difference between
projected revenues and projected expenditures
in a biennium under current law. Table E - 1
shows the results in the FY 02-03 biennium of the
budget forecast for the General Fund.



TABLEE -1

Transfer To The Rainy Day Fund

(11,418,672)

(11,418,672)

Balance 229,220,453 229,220,453 6,392,564 6,392,564
Increase to Balance 5,651,950 5,651,950
Adjustinents To Balance 17,029,105 2,562,907 19,592,012
Supplemental Adjustments To Balance 15,382,018 (4,058 477 11,323,541
TOTAL ADJUSTMENTS TO BALANCE 32,411,123 4,156,380 36,567,503

Revenue Base 2,313,161,014| 2,332,538,529| 4,645,659,543| 2,449,265,062| 2,576,830,405] 5,026,095,467
Supplemental Revenue 48,553,268 13,879,080 62,432,349 14,726,006 10,371,210 25,097,216
TOTAL REVENUE 2,361,714,283 | 2,346,417,609 | 4,708,131,892 | 2,463,991,068 | 2,587,201,615 | 5,051,192,683
TOTAL RESOURCES 2,611,927,187 | 2,350,573,989 | 4,962,501,176 | 2,470,383,632 | 2,587,201,615 | 5,057,585,247
Appropriations Base 2,27%,097,949) 2,346,982,233] 4,626,080,182] 2,504,414,831f 2,635,747.361] 5,140,162,192
Supplemental Appropriations 37,531,248 292,066,643] 329,597,892 93,314,491 94,679,559 187,994,050
TOTAL APPROPRIATIONS 2,316,629,198 | 2,639,048,876 | 4,955,678,074 | 2,597,729,322 | 2,730,426,920 | 5,328,156,242
Other Adjustments
Removal Of The Retiree Health Reserve (7,936,500) (7,936,500} (15,873,000)
Change CPI Assumption From 3% To 2.5% (2,466,091} (4,935,954 (7,402,045)
MSRS Retirvement Rate Valuation §/30/00 (10,347,259) 8,922,224y (20,26%,483)
Reserve For Two Initiated Bills 430,538 430,538
BALANCE BEFORE HEALTHY ME 295,297,989 | (288,905425) 6,392,564| (106,595,840) (120,430,627 (227,026,467)
Fund For A Healthy Maine (15,000,000 (15,000,000} (30,000,000)
PROJECTED BALANCE 295,297,989 | (288,905,425) 6,392,564 (91,595,840) (105,430,627 (197,026,467)

Note: The FY 02 - 03 biennium does not project salary adjustments from future collective bargaining agreements beyond June 30, 2001.

Source: Revenue & Expenditure Projection General Fund and Highway Fund Fiscal Years 2000-2003,
September 22, 2000

Highway Fund

The fiscal year 2000-01 budget for the Highway
Fund relies upon a one time balance forward from
fiscal year 1999-00 of $13,504,280 million. The
Second Regular Session of the 119™ Legislature
provided resources to the Department of

Transportation for transportation infrastructure
projects of $4,044,139 from a Transportation
Funding Reserve, and a transfer from General Fund
Unappropriated Surplus of $20,650,000. The fiscal



year 2000-01 Highway Fund status is shown in
Table E-2.

The Bureau of the Budget is required by statute to
develop four year budget forecasts for the Highway
Fund. The budget forecast is required by statute to
use the Highway Fund revenue forecasts of the
Revenue Forecasting Committee. Expenditure
forecasts are required by law to be based on current
law and the current structure and operation of
Highway Fund supported programs. For the “out-
year’ budget forecasts (fiscal years 2001-02 and
2002-03 in Table E - 2), the Bureau of the Budget
used weighted average growth for each expenditure
category to develop a baseline expenditure forecast.
This baseline forecast was adjusted by program for
one time expenditures and the phase-in of new
operations. The baseline forecast was further
adjusted to reflect program-by-program expenditure
growth or decline that varied from the baseline
growth assumptions, resulting from programmatic
factors such as caseload, national trends, etc.

On September 22, 2000, the Bureau of the Budget
issued its updated four year budget forecast for

fiscal years 1999-00, 2000-01, 2001-02 and 2002-
03. This budget forecast for the Highway Fund for
fiscal years 2001-02 and 2002-03 is shown in

Table E - 2. Based on the assumptions delineated in
Table E - 2 the forecast results in a Structural
Budget Gap in the FY 02-03 biennium of $45.6
million. A Structural Budget Gap is defined as
the difference between projected revenues and
projected expenditures in a biennium under
current law. Table E - 2 shows the results in the
FY 02-03 biennium of the budget forecast for the
Highway Fund. The resulting Structural Budget
Gap for the Highway Fund is attributable primarily
to two factors:

e Ongoing transportation infrastructure needs
funded by the General Fund in fiscal year 2000-
01 in the amount of $24.7 million.

e Highway Fund revenue  growth  of
approximately 1% each fiscal year, which is
substantially below expenditure growth in the
Highway Fund.

TABLEE -2

Balance 33,145,667 33,145,667 9,537,809 9,537,808

Increase to Balance 9.476,902 9,476,902

Adjustments To Balance

Transfer From Transportation Reserve 4,044,139 4,044,139

Transfer From The General Fund 20,650,000 20,650,000

Revenue Base 249,063,515 255,703,090 504,766,605 258,300,775 260,249,729 518,550,504

Supplemental Revenue (37,353) (37,353) (50,742) (51,763) (102,505)
TOTAL REVENUE 249,063,515 255,665,737 504,729,252 258,250,033 260,197,966 518,447,999
TOTAL RESQURCES 282,209,182 289,836,778 572,045,960 267,787,842 260,197,966 527,985,808

Allocations Base 265,332,951 265,866,563 531,199,514 281,522,870 288,735,111 570,257,981

Supplemental Allocations 3,371,851 27,936,686 31,308,637 1,634,472 1,692,102 3,326,574
TOTAL ALLOCATIONS 268,704,902 293,803,249 562,508,151 283,157,342 290,427,213 573,584,555
PROJECTED BALANCE 13,504,280 (3,966,471) 9,537,809 {15,369,500) (30,229,247) (45,598,747)

Note: The FY 02I— 03 biennium does not project salary adjustments from future collective bargaining agreements beyond June 30, 2001.

Source: Revenue & Expenditure Projection General Fund and Highway Fund Fiscal Years 2000-2003,
September 22, 2000
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Fiscal Outlook

General Fund

Department and agency current services
expenditure requests for the FY 02-03 biennium
increased the projected Structural Budget Gap in
the FY 02-03 biennium to $298.6 million when
compared to the Structural Budget Gap of $197
million from the September 22, 2000 budget
forecast. The increase in biennial expenditure
requests for current services that exceeded the
September 22, 2000 budget forecast included $62.1
million for Medicaid. Medicaid represented 61.1%
of the $101.6 million increase in requests over
forecast shown in Table F-1.

The University of Maine System made up the bulk
of the remaining increase, with current services
expenditure requests for the FY 02-03 biennium
exceeding the budget forecast by $33.3 million.
Table F-1 shows the change in the General Fund
Structural Budget Gap from the original forecast
as a result of department and agency expenditure
requests for current services. Table F-1 also shows
the variances by program between the September
22, 2000 expenditure forecast and the actual
department and agency expenditure requests for
current services.

02

5,823,102

BUDGETED BALANCE 8-30-01 6,823,102
LESS: LESS RESERVE FOR INMTIATED BILLS (430,538) (430,538)
AVAILABLE BALANCE 6,392,564 6,392,564
PROJECTED REVENUE 2463,991,068 2587201615 5051,192,683
TOTAL PROJECTED RESOURCES 2,470,383,632 2,587,201,616 6,057,585,247
TOTAL PROJECTED EXPENDITURES 2576979472 2,707,632,242 5,2864,611,714
LESS: FUND FOR A HEALTHY MAINE {15.000.000) £15,000,000) (30,000,000)
PROJECTED BALANCE 91,695,840) (105,430,627) (197,026,467)
DEPARTMENT/AGENCY REQUESTS OVER FORECAST 35643019 65,953,080 101,596,099
PROJECTED BALANCE {127,238,859) (171,383,707) (298,622,666)
Note:  The FY 02 - 03 biennium does not project salary adjustments from future collective bargaining
agreements beyond June 30, 2001.

22000 22000
MEDICAL CARE - PAYMENTS TO PROVIDERS 298,144,172 285551235 12,692,937 323,218,141 308966436 14,251,705 26,844,642
INGRSING FACILTIES 75,652,600 73,268,716 2,383,804 77,915 446 76450193 2,466,263 4,849,137
|MEDICAID SERVICES - MENTAL RETARDATION 66,639,434 58,049,779 8,689,665 74,043,535 50,618,834 14,424,701 23,014,366
MH SERVICES - CHILD MEDICAID 14411617 13,330,033 1,081,684 15,567,184 13,721,218 1,846,966 2,927,550
MH SERVICES - CHILDREN (ALL OTHER ONLY) 17.919.725 17,201375 626,350 18,363,000 17,793,322 569,678 1,198,028
MH SERVICES - COMMUNITY (ALL OTHER ONLY. 32,569,131 32,504.378 125,247) 33,361,136 33557433 1195,297) {221544)
MH SERVICES - COMMUNTY MEDICAID, 29835463 28,462,954 1,372,609 32476973 29,304,257 3122716 2,496,225
MR SERVICES - COMMUNITY (ALL OTHER ONLY) 11,550,696 10,881 431 669,265 11,811,269 11215011 596,258 1,265,523
CAPITAL CONSTRUCTION 0,892,768 5,150,000 4,742,268 10139574 5,305,000 4,934,574 9,676,842
MANE TECHNICAL COLLEGE SYSTEM 40,302,105 40,065,492 236,613 41,712,680 41,266,327 446,353 662,966
JUDICIAL {ALL OTHER ONLY) 24 947 472 23,180,156 1767316 25,851,306 23,870480 1,980,926 37748,142
EDUCATIONAL & GENERAL ACTIVITIES - UMS 181,660,510 171,735,150 9,925,360 500,310,510 176,956,898 23351612 33,276,972
TOTAL 803,625,193 768,660,699 43,964,494 864,720,764 797,027,409 67,693,345 111,657,839




Table F-2 shows the change in the General Fund
Structural Budget Gap as a result of the
November 30, 2000 General Fund revenue
projection of the Revenue Forecasting Committee.
Unlike previous

years, the committee’s General Fund revenue
projection did not materially reduce the estimated
General Fund Structural Budget Gap for the FY
2002-2003 biennium.

TABLEF -2

BUDGETED BALANCE 6-30-01
REVENUE REFROJECTION - FY O1

6,823,102
14 887 608

6,823,102
14,8687 608

AVAILABLE BALANCE

PROJECTED REVENUE

21,710,710

2,463 991,068

2,587 201 615

21,710,710

5,051,192 683

REVENUE REPROJECTION 13,422 058 16,537 751 29,959 500
TOTAL PROJECTED RESOURCES 2,499,123,836 2,603,739,366 5,072,903,393
TOTAL PROJECTED EXPENDITURES 2,576 979 472 2,707 532,242 5284 511,714
LESS  FUND FOR A HEALTHY MAINE (15,000,000) (15,000,000) (30,000 ,000)

PROJECTED BALANCE (62,855,636 (88,802,876} (151,748,512)]
DEPARTMENT/AGENCY REQUESTS OVER FORECAST 35,643,019 55,953 080 101,596,009
PROJECTED BALANCE (98,498,655) (154,845,956) (253,344,611)

Note: The FY 02 - 03 biennium does not project salary adjustments from future collective bargaining agreements beyond June 30, 2001,




Chart F - 1 shows the percent of General Fund by
program area for State of Maine current services
expenditure requests for the FY 02-03 biennium
compared to all states in fiscal year 1998-99. While
all states commit an average of 14.6% of General
Fund budgets to Medicaid, the State of Maine
would commit 19.2% of its General Fund budget to

Medicaid. In spite of the Medicaid funding squeeze,
K through 12 Education funding as a percent of the
General Fund would exceed the national
commitment. The areas that are impacted the most
as a percent of the General Fund due to resource
demands from Medicaid are Corrections and Higher
Education.

FY 99
All States *

0.7% j i
2.7%

[] K - 12 Education

B Public Assistance [ ] Corrections

Chart F -1
GENERAL FUND COMPARISON
ALL STATES (PLUS PUERTO RICO) VS MAINE

B Higher Education

* Source: National Association of State Budget Officers, 1999 State Expenditure Report.
These are the standard program areas for comparison used by the National Association of State Budget Officers.

FY 02 - 03 Current
Services Requests - Maine

1.4%

[ Medicaid

B Other

B Transportation

F-3



Chart F-2 shows the percent of General Fund
program areas in the FY 00-01 biennium compared
to the department and agency current services
expenditure requests for the FY 02-03 biennium.
The General Fund commitment to Medicaid would
increase from 17.7% in the FY 00-01 biennium to

19.2% (based on current services requests) in the
FY 02-03 biennium. The General Fund expenditure
trends for Medicaid present a challenge in balancing
the General Fund budget in the FY 02-03 biennium
and in meeting other needs such as K through 12
Education, Corrections and Higher Education.

FY 00 -01
Appropriations Plus the Recommended
Supplemental Budget for FY 01

$4,970.1

1.5%

00 -01
Approp.

[0 K-12 Education $1,783.8 $1,902.6

02 -03
Request

[] Medicaid $879.8 $1,036.9
B Public Assistance $73.9 $75.6
B Transportation $25.7 $8.2

Chart F - 2
GENERAL FUND

FY 02 - 03 Current

Services Requests
$5,389.0

Millions

14% 6001 02 -03

Approp. Request
B Higher Education $443.4  $485.2
B Other $1,583.2  $1,671.3
[] Corrections $180.4  $209.1

These are the standard program areas for comparison used
by the National Association of State Budget Officers.
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Chart F-3 compares the State of Maine to the U.S. commitment to K through 12 Education, achieving

on the basis of per capita income and per capita a rank of 15th in per capita General Fund
General Fund expenditures for selected program expenditures for K through 12 Education in fiscal
areas. In calendar year 1999, the State of Maine year 1998-99. The State of Maine ranked 42™ in
ranked 38" in terms of per capita income. Since Corrections per capita General Fund expenditures in
General Fund revenues are highly dependent upon fiscal year 1998-99. The State of Maine ranked 44th
personal income growth, personal income becomes in Higher Education per capita General Fund
an important measure of the capacity of the General expenditures in fiscal year 1998-99. The per capita
Fund to support program expenditures. In contrast, expenditure outcomes in Chart F-3 for Corrections
the State of Maine ranked 9th in per capita General and Higher Education are likely attributable to the
Fund Medicaid expenditures in fiscal year 1997-98. resource demands of Medicaid and correlate with
Consistent with Chart F-1 above, Chart F-3 shows the results shown in Chart F- 1 above.

that the State of Maine has maintained its resource

ChartF -3
PER CAPITA PERSONAL INCOME AND GENERAL FUND
EXPENDITURES U.S. VS MAINE

$800 £28,000
Rank 15
sa48 $26,412
$600 $26,000
§544
Rank 38
24,603
| 4
E 5400 o $24,000 8
$290
$228
§204 Ranlk 44
5200 — $22,000
§108 Rank 42
50 T $20,000
K - 12 Education - 1 Highar Educalien - 1 Medicaid - 2 Carreclions - 1 Per Caplla Personal lncoma
-3
Left Scale Left Scale Left Scale Left Scale Right Scale
B Uus [] Maine
1. Fiscal Year 1999 2, Fiscal Year 1998 3. Calendar Year 1999
Source: Expenditures - National Association of Sources: Expenditures - Health Care Source: Personal [ncome - U.S. Bureau
State Budget Officers, Financing Administration of Economic Analysis
1999 State Expenditure Report Population - 1.5, Census Bureau Population - U.S. Census Bureau

Population - U. §. Census Bureau
* Since FY 99, the General Fund has invested in Higher Education an additional $13.6 million in FY 00 and $43.2 million in FY 01 over the original base budget.
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Chart F- 4 compares the State of Maine to the U.S. Medicaid. Chart F-4 also presents cost per
with respect to Maine’s rank nationally on a cost recipient and rank nationally from 1989 through
per recipient basis for Medicaid. In 1998, the State 1998.

of Maine ranked 6" on a cost per recipient basis for

ChartF -4
MEDICAID COST PER RECIPIENT

. -
Total Medicaid
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Source: Health Care Financing Administration website
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Although Medicaid is a considerable challenge in
balancing the General Fund budget for the FY 02-
03 biennium, other program areas present General
Fund growth challenges as well. Chart F-5 shows
that Medicaid and General Purpose Aid to
Education make up 52.4% of the growth in
department and agency current services requests for
the FY 02-03 biennium over the fiscal year 2000-01
base. Other program areas showing considerable
growth on a percentage basis are shown in Chart F-

5. These are the program areas that require the
most review and analysis in order to close a
projected General Fund Structural Budget Gap of
between $197 million and $298.6 million in the FY
02-03 biennium. The remainder of General Fund
programs contribute only 8% to the expenditure
growth of department and agency requests for the
FY 02-03 biennium compared to the fiscal year
2000-01 base.

Pie Represents
Percent of Total Growth

0.8%

ChartF -5

Distribution of General Fund Expenditure Growth
FY 02-03 Current Services Requests Compared to FY 01 Base* X 2

COM edicaid

[ Childwelfare /Foster Care
CIDHS/DMHMRSAS

B General Purpose Aid

B Teacher Retirement/Retiree Health
ElPreschool Handicapped

ClHigher Education

B Corrections

OTax Expenditures

[JState wide Balance

* Base equals on-going expenditures including the Governor’s supplemental recommendations for FY 01

§122.6

$19.7

§34.3

$121.9

§18.8

$3.7

$58.4

§19.5

530.1

§37.3

All Dollars in Millions
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Highway Fund

Department and agency current  services
expenditure requests for the FY 02-03 biennium
increased the projected Structural Budget Gap in
the FY 02-03 biennium to $62.4 million when
compared to the Structural Budget Gap of $45.6
million from the September 22, 2000 budget
forecast. The expenditure increase over forecast for
current services of $16.8 million occurs in Highway
and Bridge Improvement in the Department of
Transportation, This increased request comes from

the inclusion in the current services budget of
Highway and Bridge Improvement  of
approximately $17 million of expenditure needs that
had been funded from the General Fund in fiscal
year 2000-01 on a one time basis. Table F-3 shows
the change in the Highway Fund Structural
Budget Gap from the original forecast as a result of
department and agency expenditure requests for
current services.

Table F -3
HIGHWAY FUND BALANCE
After Department Requests
FY 02 FY 03 BIENNIUM
EUDGETED BALANCE 6-30-01 9,537,809 9,537 809
PROJECTED REVENUE 258,250,033 260,197 966 518,447 999
TOTAL PROJECTED RESOURCES 267,787 842 260,197 966 527,985,808
TOTAL PROJECTED EXPENDITURES 283,167 342 290,427 213 573,584,565
PROJECTED BALANCE (15,369,500) (30,229 247) {45,598,747)
DEPARTMENT/AGENCY REQUESTS OVER FORECAST 9,124,610 7.647 954 16,782,564
PROJECTED BALANCE (24,504,110) (37.877,201) (62,381,311)
Note: The FY 02 - 03 bienniumn does not project salary adjustments from future collective bargaining agresments beyond June 30, 2001.




Table F-4 shows the change in the Highway Fund
Structural Budget Gap as a result of the
November 30, 2000 Highway Fund revenue
projection of the Revenue Forecasting Committee.
While the Committee’s Highway Fund revenue
projection had a favorable impact on the estimated
Highway Fund Structural Budget Gap for the FY
02-03 biennium, the fiscal challenge for the
Highway Fund for the FY 02-03 biennium
continues to be:

Ongoing transportation infrastructure needs
funded by the General Fund in fiscal year 2000-
01 in the amount of $24.7 million.

Highway  Fund revenue  growth  of
approximately 1% each fiscal year, which is
substantially below expenditure growth in the
Highway Fund.

Table F -4

BIENNIU
BUDGETED BALANCE 6-30-01 9,537 809 9,537 809
REVENUE REPROJECTION - FY 01 8,190,230 8,190,230
AVAILABLE BALANCE 17,728,039 17,728,039
PROJECTED REVENUE 268,250,033 260,197 966 518 447 999
REVENUE REPROJECTION 8,542 038 10,168,709 18,710,747
TOTAL PROJECTED RESOURCES 204,520,110 260,197,966 453,904,077
TOTAL PROJECTED EXPENDITURES 203,157 342 283,157,342 566.,314.684
PROJECTED BALANCE 1,362,768 (22,959,376} (21,596,608)
DEPARTMENT/AGENCY REQUESTS OVE‘R FORECAST 9134610 7 B47 954 16,782 564
PROJECTED BALANCE {7,771,842) (30,607,330) (38,379,172)

Note: The FY 02 - 03 biennium does not project salary adjustments from future collective bargaining agreements beyond June 30, 2001:
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Glossary of Terms

Term/Definition

Measurable Objective: A specific quantifiable
outcome that defines how a department or agency
will achieve its goals and that defines the actual
impact on the public being served rather than the
level of effort expended by the department or
agency. The use of a measurable objective is a tool
to assess the effectiveness of a department or
agency’s performance and the public benefit
derived.

Performance Budgeting: The method for
developing and finalizing a department or agency’s
request for appropriations or allocations derived
from its strategic plan and consistent with a
department or agency’s statutory responsibilities.
Performance budgeting allocates resources based on
the achievement of measurable objectives, which in
turn are related to the department or agency’s
mission and goals.

Program: A grouping of activities and expected
results that are directed toward the accomplishment
of a set of goals and objectives consistent with
statutorily defined missions and represents a
department, bureau, division or operational entity to
which the Legislature appropriates or allocates
resources as defined by the Legislature.

State Department or Agency: An executive
department, executive agency, independent agency,
organization, corporation or association that
receives a direct appropriation or allocation from
the State.

Strategic Plan: A long range, policy oriented
document that maps an explicit path between the
present and a vision for the future. A strategic plan
is derived from an assessment, goal-setting and
decision-making process that relies on careful
consideration of a department or agency’s
capabilities and environment. A strategic plan
identifies a state department or agency’s statutorily

defined mission, goals, measurable objectives and
strategies and leads to priority-based resource
allocations and other decisions.

Department or Agency Goals: General ends
toward which a department or agency directs its
efforts based on issues that have been identified as
priorities. They are broad statements of department
or agency policy, as derived from the statutorily
defined mission, that are ambitious and provide a
direction toward which the department or agency
intends to head.

Strategy: The methods to achieve department or
agency goals and objectives. A strategy may be
employed by a department or agency bureau,
division, program or organizational entity having

identifiable = management responsibility and
measures of accountability approved by the
Legislature.



THE STRATEGIC PLANNING FRAMEWORK

What is
our public
purpose?

How are
we going to
accomplish
it?

How do we
know if
we’re
successful?

Strategic Plan Definitions Examples
Elements
Statutes/Enabling | Legislated public purpose, DHS
Legislation legislated activities
Mission A statement of the To provide social services, income
agency’s purpose: what maintenance, public health and
does it do, why, and for medical services to Maine families
whom? so that they achieve their optimum
independence, health & safety.
Goals Outcome-based policy To ensure the safety and well-being
statements of future ends of Maine’s children and families.
desired by the agency
Objective Specific, measurable Increase the percent of Maine
outcomes to track whether | children who are protected from
the agency is making abuse and neglect.
progress towards its goals.
Program Methods for achieving the | 0307 Foster Care: Provide supports
Strategy objectives and services for children in the
Department’s care or custody while
permanent placements are being
made.
Performance Quantifiable indicators of | ® percent of foster care children
Measures effectiveness and who remain in the department’s

efficiency

care for 36 months or less

* percent of families where
intervention has occurred which
require no further intervention

* % of family safety assessments
completed within 24 hours

* percent of children in family
foster care settings as opposed to
residential or treatment facilities

* percent of foster homes licensed
in compliance with state standards




TYPES OF PERFORMANCE MEASURES

Input measure: A measurement of the financial and nonfinancial resources that are applied when providing services.
® the amount spent on recycling collection;
® the amount of work time expended on recycling collection

Output measure: A measurement of the activities or work performed by a government unit. It also measures the quantity of services
provided that meet a certain quality standard (sometimes referred to as Output Quality). Outputs are typically under the control of
government managers.

® tons of recyclables collected

® percentage of curbside recycling containers picked up on time

Efficiency Measure: A measurement of the resources used per unit of output. A subset of efficiency measures is a Productivity
Measure, which is a measurement of the staff resources used per unit of output.

® cost of recyclable collection per ton

® cost of recyclable collection per household

* tons of recyclables collected per full-time collection worker

Service Measure: A measurement of the customer satisfaction with the outputs or an assessment of the quality of the service/program
by its users (Service Quality).

* residents’ satisfaction with recycling collection service

* percent of residents who indicate that the recycling collection service is convenient

Outcome measure: A measurement of the

results that occur, at least in part, because of Range of Outcomes

government services provided. This may include One Example for an International Trade Office

initial, intermediate, or long-term outcomes. .

Outcomes are frequently not fully controlled by Initial Outcome— number of firms deciding to

govemment managers. export products

® percent reduction in waste being landfilled

® percent reduction in mercury air emissions Intermediate Outcome— number of firms delivering
from waste incineration ) a product to a foreign market

® percent reduction in mercury contamination )

of lakes and streams Long-term Outcome—number of firms adding new,

export-related jobs
Cost Effectiveness Measure: A measurement of

the resources used per unit of outcome.
¢ landfill cost avoided per ton
®  cost per percent point reduction in mercury air emissions

Explanatory Measure: A measurement of factors related to the service being provided that may affect the reported performance.
® tons of waste imported from other jurisdictions
® avg. per-ton market price for recyclables




SEQUENCE OF PERFORMANCE MEASURES

P
INPUTS OUTPUTS/OUTPUT QUALITY INTERIM OUTCOMES
OUTCOMES
# of employees A. # of air emission permits issued A. % reduction in air
# of employee hours B. # of lane miles of road A. % compliance with pollution
total operating resurfaced that meet minimum air quality standards B. % increase in dollar
expenditures pavement rating condition B. improved travel times value of freight
$ spent on standards C. # of people trained moved
equipment C. # of people trained for new job getting jobs C. % of people earning a
cost of equipment skills D. student graduation livable wage
used D. # of students taught rate D. # of students with post-
E. # of miles of police patrol E. # of speeding secondary degrees
violations E. % reduction in fatal
automobile accidents
related to speed
EFFICIENCY AND PRODUCTIVITY SERVICE/QUALITY COST-EFFECTIVENESS

A. # of employee hours per air emission permit A. timeliness of permit A. cost per % improvement in air

issued activity quality
B. cost per lane mile resurfaced B. # of traffic jams caused B. cost per % increase in freight
C. cost per person trained from pavement activity moved

D. # of students per teacher C. satisfaction with job C. cost per % increase in people

E. vehicle cost per mile patrolled training carning livable wage
D. convenience of class D. cost per student achieving
scheduling post-secondary degree

E. cost per % reduction in fatal
automobile accidents

]
1 t t

B. avg. # of drivers per hour C. # of job vacancies D. # of student transfers
on the road

E. courteousness and
professionalism of law
enforcement officers

t

E. # of vehicle
miles driven

t

EXPLANATORY

t t

A. tons of air emissions
from other regions

Source: Adapted from Performance Measurement: Getting Results. Author Harry Hatry. The Urban Institute Press: Washington,
D.C, 1999, p. 24
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WHAT PERFORMANCE MEASURES TELL US

Are we achieving our public purpose as defined by our goals and objectives?
What policy issues do we face?

What are our priorities?

How efficient and effective are we?

What performance improvements are needed?

WHAT PERFORMANCE MEASURES DO NOT TELL US

Why is performance at the level it is?
What factors impact performance?
How can performance be improved?

What level of performance can we afford?

QUESTIONS FOR POLICY-MAKERS

Are the performance measures consistent with statutory direction?
Are the priorities reflected by the performance measures appropriate?
What is an acceptable level of performance?

Is a shift/change in policy or resources warranted?

G-5
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Organization-Wide Policy Areas and Goals

Background

The State of Maine uses broadly defined policy
areas and goals as a means of showing how state
appropriations and allocations for all funds support
overarching, organization-wide efforts. Funding by
policy area and goal for the FY 02-03 biennium, as
shown in Table H-1, is reflected by state
department and agency for all funds. Chart H-1
shows all funds by policy area for the FY 02-03
biennium.

The funding for each department and agency for the
FY 02-03 biennium was assigned to only one policy

area according to the functional role of the
department or agency. In the future, the funding
display by organization-wide policy areas and goals
will reflect the roll up of funding by objective
within each department or agency’s strategic plan.
Funding for a department or agency, consequently,
may appear in more than one policy area and goal in
the future based upon the impact each objective has
within the context of the department or agency’s
strategic plan.

$10,977.7

Chart H-1
FY 02 - 03 Recommended Appropriations/Allocations -
All Funds (Including Federal Expenditures Fund and
Other Funds) - By Policy Area

O Governmental Support & Operation
O Education
O Health & Human Services

B Economic Development &

$1,131.2

$2,620.0

$4,768.8

Workforce Training $576.3

B Transportation Safety &
Development

B Natural Resources Development &
Protection

M Arts, Heritage & Cultural
Enrichment

B Justice & Protection

$1,028.3

§343.6

§23.8

$483.7

O Business Licensing & Development L

0.2%

All Dollars in Millions
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TABLEH-1
ORGANIZATION-WIDE POLICY AREAS

Governmental Support and Operation

Maine’s government will be effective and fiscally responsible. Al Maine citizens will have access to judicial,

legislative, and administrative processes. Recognizing that government’s success depends on its employees, it
will treat them responsibly and create an environment in which they can excel.

Fonding FY 00 FY ol FYO02 Dept FY03 Dept FY 02 Budget FY 03 Budget
Approp/Alloc Approp/ Allec
GBENEBR AL FUND $309,659,649 $399,242,330 $313,012,510 $320,291,677 $305,963,830 $303,437,378
HIGHWAY FUND 3,301,067 71,661,932 1,048,447 3,418,744 1,043,447 3,413,744
FEDER AL EXPENDITURES FUND 5,024,003 5,151,004 6,792,100 6,930,153 6,737,902 6,874,205
OTHER SPECIAL REVENUE FUNDS 118,202,703 143,713,356 135,075,478 140,592,533 135,075,474 140,592,533
FEDERAL BLOCK GRANT FUND 1,692
INTERN AL SERVICE FUNDS 85,909,656 03,193,808 99,296,444 105,558,350 09,256,444 105,958,890
ENTBRPRISE FUNDS 13,592,486 13,572,113 13,148,421 4,979,320 13,148 421 8,979,350
TRUST FUNDS3 317,689 11,421,751 334,229 342,584 334,229 342,584
Total $536,208,945 $673,976,314 $568, 707,629 $587,113,971 $561,604,801 $560,603,724

Economic Development and Work Force Maine's economy will offer opportundties for every citizen to have rewarding employment and for businesses to prosper

Training in a responsible manner, now and in the future.
Ennding FY 00 FYol FY 02 Dept FY03 Dept FY 02 Budget FY 03 Budget
Approp/ Alloc Approp/ Alloc
GBENER &L FUND $44,512,046 $68,399,511 $57,481 616 $57,258,201 $47,773,000 $45,644,353
FEDER AL EXPENDITURES FUND 43,721,800 87,059,959 89,613,704 91,522,107 89,613,704 91,522,107
OTHER SFECIAL REVENUEB FUNDS3 17,581,305 19,374,925 19,623,835 26,847,378 19,623,335 26,287,373
FEDER AL BLOCK GRANT FUND 41,050,600 20,558 445 21,594,570 23,612,633 21,544,570 23,612,633
TRUST FUND3 135,700,000 143,900,000 100,000,000 110,000,000 100,000,000 110,000,000
Total $322,565,751 $332,272,840 $288,313,725 $309,240,319 $278,605,199 $297,666,471

Education

IMaines people will be life-long learners and have the knowledge and skills to live productive and satisfying lives. Our
children will be prepared for life and work.

Ennding FY 00 FYo FY 02 Dept FYO03 Dept FY 02 Budget FY 03 Budget
Approp/Alloc Approp/Allec
GENER AL FUND $1,052,365,755 $1,175,307,630 $1,237,771,124 $1,322,004,711 $1,142,191 034 $1,183 795,504
FEDER AL EXPENDITURES FUND 49,396,324 01,619,643 08,477,723 100,934,393 08,477,723 100,984,803
OTHER SPECIAL REVENUE FUNDS 1,600,612 1,473,958 1,470,434 1,911,735 1,595,485 1,586,735
FEDER AL BLOCK GRANT FUND 3,223,286 3,236,752 180,073 186,492 180,073 186,492
Total $1,146,675,977 $1,272,033 043 §1,338,200 405 $1,425,177,831 $1,242,444,316 $1,286,553,624




Arts, Heritage and Cultnral Enrichment Maine s citizens will be enriched by the culture and heritage of its peoples.

Funding FY 00 FYol FY oz Dept] FY 03 Dept | FY 02 Budget | FY 03 Budget

Approp/Alloc | Approp/Allec
GENER AL FUND $10,643,348 $7,565,470 $14,142, 805 $15,552,942 $a.285,958 $8,519,677
FEDER &l. BXPENDITURES FUND 2,354,151 2,608,144 4,126,058 4,219,825 2,020,058 2,719,825
OTHER SPECIAL REVENUE FUNDS 703,548 727,032 415,218 849 542 815,814 840,642,
Total $13,911,047 $10,900,668 $19,085,775 $20,602,400 $11,720,734 $12,089, 144

Natnral Resonrces Development and
Protection

Maine s citizens, businesses and organizations will be stewards of the state’s natural resources, so
that their responsible use and development will sustain human and ecological life in perpetuity.

Total

Fonding FY 00 FY o1 FYoz Dept| FY 03 Dept | FY 02 Budget | FY 03 Budget
Approp/Allec | Approp/Allec
GENER AL FUND $a0,904,201 $75,955,307 $68,265,552 $70,330,262 $67.473,247 $70,120,014
HIGHWAY FUND 34,905 35,351 36,007 35,167 35,007 35,167
FEDER &1, EXPENDITURES FUND 21,930,777 23,143,872 25,303,235 25,924,754 25,331,210 26,005,601
OTHER SPECIAL REVENUE FUNDS ©7,303,097 71,135,047 74,305,058 75,405,330 74,632 091 75,733,997
ENTERPRISE FUNDS 1,837,840 1,827,040 1,895,263 1,915,130 1,895,263 1,915,130
Total $152,110,820  §172,107,317 $160,800,156  $173,612,163  $165,818 558 $173,811 509
Health and Homan Services Maine s citizens will be healthy, physically and emotionally safe, and as selfsufficient as each
is able to be. Our children will have the chance to be children and the support to become
healthy, productive adults.
Funding FY o0 FY ol FY02 Dept | FYO03 Dept | FY 02 Budget | FY 03 Budget
Approp/Allec | Approp/Allec
GENER AL FUND $712,185,558  $777,818,374 $783,805,050  $838,355,820 §778,687,332  $429,544 014
FEDER &L EXPENDITURES FUND 051,967,797 1,090,237, 102 1,138984 605  1,220,012,006 1,138,984 606  1,220,012.006
OTHER SPECIAL REVENUE FUNDS 134,416,557 201,885,971 264,788 657 278,662,172 263,025,338 277,551,290
FEDER &AL BLOCK GRANT FUND 134,710, 140 130,945,042 133 782,344 141,334 003 138,782,344 141,334,003

$1,5943281,052 $2.209,863.080  §2,326 430,676 $2,478,375,100 $2,320,380,170 §&,458 442 247
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Junstice and Protection

Idaine s citizens will be secure in their homes and cormmunities.

be held fully accountable, while given opportunities to change; and the victim and communities, as
as much as possible, will be restored to wholeness.

Those who commit crimes will be

Funding FY 00 FYol FYO02 FY03 Dept | FY 02 Budget | FY 03 Budget
Approp/ Allec Approp/ Alloc Dept

GENER &L FUND $116,965,552 $133,045,855  $145,980.554  $152,064,115  §$146,206.921  $130,514,831

HIGHWAY FUND 21,249,037 21,159,499 24,301,234 25,284,533 24,301,234 25,284 533

FEDERAL BEXPENDITURES FUND 28,216,126 32,621,738 35,991,532 37,554,205 35,921,532 37,554,205
OTHER SPECIAL REVENUE FUNDS 23,670,831 26,983 _344 27,739,115 28,433 031 27,826,385 28,301,842,
FEDER AL BLOCK GRANT FUND 2,806,244 2,537,231 2,477,813 2,528,004 2,477,818 2,528,004
ENTERPRISE FUNDS 671,875 772,941 1,024,351 1,024,478 1,054,351 1,024,874
Total $193,370,877  $217,135,518 3233 423600 $245,933 7657 $238,188.735 §245,548,204

Business Licensing snd Regunlation

Maine will foster a regulatory environment that protects the public through appropriate, impartial,
and efficient regulation of products and services, while encouraging a positive business climate.

Eonding FY 00 Fyo FY oz FY 03 Dept | FY 02 Bndget | FY 03 Bndget
Approp/ Allec Approp/ Alloc Dept
GENER AL FUND $18,000 $10,5900 $18,000 $10,900
OTHER SPECIal. REVENUE FUNDS $31,232,906 $31,030,430 35,539,827 37,443,310 35,575,057 37,443,310
Total $31,232,905 $31,030,440 $35,530,827 $37,443,310 $35,575,057 $37,443,310

Transportation Safety and Development

Maine s infrastructure will mowve people, goods, information, and energy safely and efficiently
shaping healthy communities, a strong economy and a clean, natural environment.

Funding FY 00 FY ol FY 02 FY 03 Dept | FY 02 Bndget | FY 03 BEndget
Approp/ Alloc Approp/ Alloc Dept

GENER AL FUND 9,431,979 $16,158 443 $4,037,444 $4,185,013 34,023,825 $4,157,437

HIGHWAY FUND 243,010,303 264,935,967 258,739,147 230,568,401 258,703,772 230,533,226

FEDER &L EXPENDITURES FUND 181,462,957 201,436,984 204,551,212 206,797 271 204,551,212 206,797 271
OTHER SPECI&L. REVENUE FUNDS 13,809,324 14,312,301 15,930,910 15,935,054 15,930,410 15,935,054
INTERM AL SERVICE FUNDS 25,475,745 26,191,449 27,386,054 28,306,732 27,386,054 28 300,730
EMTERPRISE FUNDS 5,208,438 5,320,012 5,867,821 6,003,745 5,867,821 5,093,745
Total $479,399,237  $528.355,056  $515,522.488  $511,886,423  $515473,495  $511,823,472
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Summary of Governor’s General Fund Budget Recommendations |

Background

The following tables and charts show in summary
form the Governor’s General Fund  budget
recommendations for the FY 02-03 biennium.
These tables and charts are thus explained:

Table I-1 shows total General Fund appropriations
by department or agency (including one time

appropriations) with percent change for the FY 02-
03 biennium compared to fiscal year 2000-O1.
Fiscal year 2000-01 includes the Governor’s
recommended supplemental appropriations for that
fiscal year. ‘



GOVERNOR'S BUDGET

* PERCENT PERCENT
DEPARTMENT/AGENCY Fy 01 FY 02 CHANGE FY 03 CHANGE
DEPARTMENT OF ADMINISTRATIVE AND FINANCIAL SERVICES 222718791} 140,141 5896 | -37.08%] 128665229 -8.18%
DEPARTMENT OF AGRICULTURE, FOOD AND RURAL RESOURCES 11,316,513 7806046 | -31.02% 8,069,366 3.37%
MAINE ARTS COMMISSION 797 286 839277 5.27% 853,180 1.66%
ATLANTIC SALMON COMMISSION 648,462 771,525 18.98% 807 304 4.64%
ATLANTIC STATES MARINE FISHERIES COMMISSION 26,156 30,000 14.70% 31,500 5.00%
DEPARTMENT OF THE ATTORNEY GENERAL 11,633 558 12,549,309 7.87%] 13226523 5.40%
DEPARTMENT OF AUDIT 1,429,376 1,671,093 991% 1,615 507 2.83%
DEPARTMENT OF CONSERVATION 20931722 23,257 238 11.11%] 24,009,649 3.24%
DEPARTMENT OF CORRECTIONS 97276908 106,819,669 9.81%| 110,260,992 3.22%
MAINE CRIMINAL JUSTICE COMMISSION 20,000 20,000 0.00% 20,000 0.00%
DEPARTMENT OF DEFENSE, VETERANS AND EMERGENCY MANAGEMENT 5307 553 5,352,386 0.84% 5,536,750 3.44%
DISABILITY RIGHTS CENTER 80,000 80,000 0.00% 80,000 0.00%
DEPARTMENT OF ECONOMIC AND COMMUNITY DEVELOPMENT 34811458 16695665 | -52.04%] 14435616 -13.54%
STATE BOARD OF EDUCATION 206 956 233823 12.98% 240,584 2.89%
DEPARTMENT OF EDUCATION (WITHOUT GENERAL PURPOSE AID) 265998384 | 215227107 | -19.09%| 228,169.479 6.01%
GENERAL PURPOSE AID TO LOCAL SCHOOLS 664,131,846 | 697,338,438 5.00%] 716,258,591 3.00%
DEPARTMENT OF ENVIRONMENTAL PROTECTION 11,847 751 6,656,363 | -43.82% 6,831,236 2.63%
COMMISSION ON GOVERNMENTAL ETHICS AND ELECTION PRACTICES 166 642 176,441 12.64% 184,864 4.79%
EXECUTIVE DEPARTMENT 6,122,082 4802566 | -21.55% 4,994 844 4.00%
FINANCE AUTHORITY OF MAINE 16,375 551 133755651 | -18.32%| 13,375 551 0.00%
MAINE FIRE PROTECTION SERVICES COMMISSION 50,000 17,360 | -65.28% 17 360 0.00%
FOUNDATION FOR BLOOD RESEARCH 75,000 75,000 0.00% 75,000 0.00%
GOVERNOR BAXTER SCHOOL FOR THE DEAF 4,909 648 5,690,005 15.689% 5902648 3.74%
MAINE HISTORIC PRESERVATION COMMISSION 269,116 269,444 0.12% 275671 2.31%
MAINE HISTORICAL SOCIETY 24,761 24 761 0.00% 24 761 0.00%
MAINE HOSPICE COUNCIL 49,020 49,020 0.00% 43,020 0.00%
MAINE STATE HOUSING AUTHORITY 762,500 762 500 0.00% 762,500 0.00%
MAINE HUMAN RIGHTS COMMISSION 434 720 479,659 10.31% 493,375 2.88%
DEPARTMENT OF HUMAN SERVICES 567 B53,763 | 651,980,886 -2.76%| 683,889,791 6.87%
MAINE INDIAN TRIBAL-STATE COMMISSION 38,800 38,800 0.00% 38,500 0.00%
DEPARTMENT OF INLAND FISHERIES AND WILDLIFE 21,397,110 19,823,267 -7.36%] 20,546 542 3.65%
CENTERS FOR INNOVATION 308,000 308,000 0.00% 306,000 0.00%
MAINE INTERNATIONAL TRADE CENTER 505,000 505,000 0.00% 505,000 0.00%
JUDICIAL DEPARTMENT 44841274 48 567 440 8.31%| 52,223,709 7.53%
DEPARTMENT OF LABOR 13,716,843 14,481,315 557%] 14p12827 0.91%
LAW AND LEGISLATIVE REFERENCE LIBRARY 1,161 415 1339992 15.38% 1,373 636 251%
LEGISLATURE 29,570,951 20446989 | -3155%| 22830624 11.66%
_IMAINE STATE LIBRARY 2,961,143 3,214,208 8.55% 3,307 802 291%
DEPARTMENT OF MARINE RESOURCES 9742793 9,473 848 -2.76% 8,763,396 3.12%
MAINE MARITIME ACADEMY 11,389 677 7574419 [ -33.80% 7763779 2.50%
DEPT OF MENTAL HEALTH, MENTAL RETARDATION & SUBSTANCE ABUSE | 2099606011 226,502,426 7.88%| 239451107 572%
MAINE MUNICIPAL BOND BANK 100637 100,637 0.00% 100,637 0.00%
MAINE STATE MUSEUM 1,183 801 16515671 31.07% 1610976 3.83%
PINE TREE LEGAL ASSISTANCE 148,050 148,050 0.00% 148,050 0.00%
PROFESSIOMAL AND FINANCIAL REGULATION 18,000 10,900 | -39.44%
STATE BOARD OF PROPERTY TAX REVIEW 110,893 113,646 2.48% 156777 1.88%
MAINE PUBLIC BROADCASTING CORPORATION 2,329,363 2,387 597 2.50% 2447 287 2.50%
DEPARTMENT OF PUBLIC SAFETY 18,176,076 20,910,588 15.05%) 20911781 0.01%
(BRD OF TRUSTEES OF THE) ME STATE RETIREMENT SYSTEM 2926376 190053 | -93.51% 197 B55 4.00%

MAINE RURAL DEVELOPMENT COUNCIL 100,000 -100.00%
SACO RIVER CORRIDOR COMMISSION 30,000 30,000 0.00% 30,000 0.00%
MAINE SCIENCE AND TECHNOLOGY FOUNDATION 1,790,059 1,645,059 -8.10% 1,645,089 0.00%
DEPARTMENT OF THE SECRETARY OF STATE 3,349,715 3,632,387 8.44% 3,691,168 1.62%
ST. CROIX INTERNATIONAL WATERWAY COMMISSION 25,000 25,000 0.00% 25,000 0.00%
BOARD OF TRUSTEES OF THE MAINE TECHNICAL COLLEGE SYSTEM 41,110,629 39,783 870 -3.23%| 40,778,568 2.50%
DEPARTMENT OF TRANSPORTATION 16,158 443 4023826 | -76.10% 4,167 437 3.32%
(OFFICE OF) TREASURER OF STATE 86,433 396 84,842,240 -1.84%| 87,401 208 3.02%
BOARD OF TRUSTEES OF THE UNIVERSITY OF MAINE SYSTEM 187 560,510 176343272 -5.98%|] 182,681,855 3.59%
TOTAL 2,653,493,170 | 2,501,114,2728 5.74'} 2,595,845,012 3.79%

*Includes $193 million of one-time appropriations



Chart I-1 shows the Governor’s recommended

General Fund appropriations for the FY 02-03
bennium by policy area.

$5,096.9

0.3%  oa%

ChartI-1

FY 02 - 03 General Fund Recommended Appropriations

By Policy Area

[JGovernmental Support & Operation §600.4
CJEducation $2,326.0
[CIHealth & Human Services $1,608.2

W Economic Development &

Workforce Training $93.4
B Transportation Safety &
Development $8.2
Bl Natural Resource Development &
. §138.0
Protection
M Arts, Heritage & Cultural
Enrichment i
B Justice & Protection $206.9
[JBusiness Licensing & Regulation $0.0
All Dollars in Millions
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Chart I-2 shows the Governor’s recommended General Fund for K through 12 Education would
General Fund appropriations for the FY 02-03 remain high.

biennium by selected program area. Medicaid as a

percent of the General Fund would be 18.5%

compared to all states in FY 99. The percent of the

Chartl -2

FY 99 FY 02 -03
All States * General Fund Recommended
Appropriations By Selected Program Areas

Millions s
02 -03 02 -03
Recommend Recommend
K - 12 Education ~ $1,870.6 B Higher Education  $454.9
] Medicaid $941.4 B Other $1,529.5
B Public Assistance  $75.3 B Ctrections $217.1
B Transportation $82

* Source: National Association of State Budget Officers, 1999 Stafe Expenditure Report.
These are the standard program areas for comparison used by the National Association of State Budget Officers.

14



Chart I-3 shows the Governor’s recommended
General Fund revenues by line for the FY 02-03
biennium. These revenues include the base revenue
projections of the Revenue Forecasting Committee

and adjustments to those
recommended by the Governor.

base revenues

$5,068.6

ChartI-3

FY 02/03 General Fund Recommended Revenues
By Source

[ Sales Tax

O Individual Income Tax
[ Corporate Income Tax
W Cigarette Tax

W Public Utilities Tax

B Insurance Company Tax
CJEstate Tax

M Property Tax Unorg. Terr.
[Jinvestments
[JAlcoholic Beverages

B Lottery

W Other

B M unicipal Revenue Sharing

All Dollars in Millions

1,790.3
2,511.6
238.8
189.0
59.4

84.3

70.5
19.0
34.0
50.3
731
175.1

(226.8)

35.3%
49.6%
4.7%
317%
1.2%

1.7%

1.4%
0.4%
0.7%
1.0%
1.4%
3.4%

(4.5)%




Table I-2 shows the General Fund revenues
recommended by the Governor for fiscal year 2001-
02 and fiscal year 2002-03. The column labeled
base is the General Fund revenue forecast of the

Revenue Forecasting Committee. The column
labeled Adj. includes the Governor’s recommended
adjustments to the base revenues. )

TABLE | -2

GENERAL FUND REVENUE FORECAST CHARTS

Showing Yearly Adjustments
mmmm FISCAL YEAR 02 FISCAL YEAR 03

SOURCE ORIG. ADJ. BUDGET ORIG. ADJ. BUDGET | ORIG. ADJ. BUDGET

Sales and Use Tax 833,200,000 §33,200,000 860,900,000 9,170,000 | 870,070,000 907,330,000 12,860,000 | 920,190,000
Individual Income Tax 1,121,314,159 650,000 11,121,964159 | 1,207,921,817 4,134,862 |1,212056,709 | 1,254,479,861 5,004 263 | 1,299 574,124
Corporate Income Tax 113,548,431 5000001 114048431 116,174,886 1675621 117 850,507 116,711,778 4,279,264 | 120991042
Cigarette & Tobacco Tax 77,466,005 77 466 005 76,947,655 13,100,000 90,047 B55 76,331,346 22,600,000 98,931,346
Public Utilities Tax 29,800,000 28800000 30,100,000 30,100,000 29,300,000 29,200,000
Insurance Company Tax 39,993,634 39,993 634 43,381,356 43381 856 40,924,003 40,924,003
Inheritance & Estate Tax 32,753,971 32753971 34,410,766 34410766 36,137472 36,137 472
Property Tax - Unorg. Terr, 9,213,301 9,212,301 9,212,540 9212540 9,778.692 9,778,662
Income from Investments 17,000,000 17,000,000 17,000,000 17,000,000 17,000,000 17,000,000
Trans. to Muni. Rev. Share | (105471,192) (58,650 (105520842)| (111,434 832) 903,107 | (110,531,725)]  (118,244.604) 1,577,615 (116,266,989)
Transfer from Liquor 21,477,758 21477758 22,189,864 613,802 22803 666 22,613,200 4,84141% 27 454 619
Transfer [rom Lottery 37,975,384 37,975,384 36,762,402 36,762,402 36,809,911 (468,000)] 36,341,811
All Other 133,033,766 133,033 766 134,016,035 (29,205,175 104,810,860 134,866,177 (64,595,939) 70,270,238
TOTAL REVENUE 2361,305217 1091350 | 2,362,396,567 | 2.477,582,989 392,247 | 2477975236 | 2,604,037,836 |  (13,411378)| 2,590,626 458
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Table 1-3 explains the individual adjustments to

base General Fund revenues.

TABLE | -3

General Fund Recommended Revenue Adjustments
Detalil by._glgggnug_ Line for the FY 02-03 Biennium
e L% .} S N b

i abu '_"
; Revenue Line and Source of Adjustment | FYO02 FY 03
Sales and Use Tax
= Cigarette Tax to $1/pk 260,000 450,000
» Meals and Lodaing Taxto 7 172 % 3,710,000 7,210,000
> Audit Restructuring 1,500,000 1,500,000
= Expansion of Non Filer Program 625,000 625,000
» Receivable Collection Effort 3,075,000 3,075 000
Sub Total 9,170,000 12,860,000
Individual Income Tax
> Expansion of Non Filer Program 1,925,000 2,550,000
> Federal Offset Program 1,000,000 1,200,000
> Receivable Collection Effort 1,025,000 1,025,000
> Repeal Quality Child Care Credit 184,892 319,263
Sub Totall 4,134,892 5,094,263
Corporate Income Tax
= Expansion of Non Filer Program 500,000 500,000
> Disallow Net Operating Loss Carry Backs 1681875
> Limit High Tech Tax Credit 1,079,126 2,000,699
= Repeal Quality Child Care Credit 96,495 96,690
Sub To;_a_nli 1675621 4,279,264
Cigarette & Tobacco Tax
> Cigarette Tax to $1/pk. 13,100,000 13,100,000 22,600,000 22,600,000
Municipal Revenue Sharing
> From Cigarette Tax to $1/pk {13,260) (22950}
> From Audit Restructuring - Sales (76,500) (76,500}
= From Expansion of Non Filer Program - Sales (31,875) (31,875)
> From Receivable Collection Effort - Sales (156,825) (156,825)
> From Expansion of Non Filer Program - Income (98,175) (130,050)
> Frormn Federal Offset Program - Income (51,000) (61,200)
= From Receivable Collection Effort - Income (52,275) (52,275)
> From Expansion of Non Filer Program - Corp. (25,500) (25,500)
> Meals and Lodging Taxto 7 1/2 % (189,209) (367,711)
> From Disallow Net Operating Loss Carry Backs - Corp. (85,776)
> From Limit High Tech Tax Credit- Corp. (55,035) (102,026)
> From BETR Restructunng Payment 1,667,112 3111525
> Repeal Quality Child Care Credit (14,350) (21,213}
Sub Total 903 107 1977615
Transfer from Liquor
> Liquor Store Closing 613802 513802 4841419 4841 419
Transfer from Lottery
> Removal of Gaming Machines (468 ,000) (468,000)
All Other
> Transfer to Tourism 1/2 % Increase in Meals and
Lodaing Tax as Other Special Revenue (6,842,289)
= Transfer of BETR Payment to Other Special Revenue (32,688 465) (61,010,295)
= Feed, Seed and Fertilizer Inspection Fees 206,958 201,242
> Miscellaneous Fines from Dept of Labor Cases 175,000 175,000
= Mental Retardation Case Management 1442787 1,227 666
= Mental Health Case Management 110,082 119377
> Real Estate Transfer Tax @ 100% 1,237,500 1,350,000
= Increase in Park User Fees from Extended Season 203,000 203 000
> [ncrease in Permit to Take an Anterless Deer 375,000 375000
> Repeal Quality Child Care Cradit (267 .037) (3294 740)
Sub Total (29,205 175) (64 595,939)
Total Revenue Adjustments | 392247 | (13.411.378)




Chart I-4 shows the annual dollar and percent Governor’s General Fund recommendations. Fiscal
growth in ongoing General Fund appropriations year 2000-01 includes the Governor’s recommend-
from fiscal year 2000-01 through fiscal year 2002- ed supplemental appropriations for that fiscal year.
03. Fiscal years 2001-02 and 2002-03 use the

Chart I - 4
Growth From FY 01 (Including the Emergency Bill) of Selected General Fund

Appropriations in the Governor’s Recommended Budget
(Excluding One Time Expenditures)

FY 02 FY 03

Millions
©“
nN
o
(=]

$10.0
$§0.0
($10.0)
{($20.0)
FY 02 FY 03 FY 02 FY 03
Elementary & = i A
& Secondary Education  $41,733,811 4.8%  $34,075,168 3.7% B corections MMV 1l | SAD 32
D Higher Education $10,250,845 4.8% $7,522,541 3.4% I:l Public Assistance $1,189,646 3.3% $300,000 0.8%
. Transportation $415,383 11.5% $133,611 3.3% . Medicaid ($7,275.167) (1.6)% $37,210,569 8.2%
- Other ($17,013,445) (2.2% ) $12,047,572 1.6%
TOTAL $39,998,235 1.6% $94,730,784 3.8%
These are the standard program areas for comparison used

by the National Association of State Budget Officers.




Chart I-5 shows the General Fund trend from fiscal fiscal year 2002-03 budget recommendations.
year 1989-90 through the fiscal year 2001-02 and

ChartI-5
HISTORICAL GENERAL FUND APPROPRIATIONS BY PROGRAM
AREA FY 90 - FY 01 AND FY 02 - FY 03 GOVERNOR’S
RECOMMENDATIONS
3,000
2,600
2,000
é 1,600
1,000 H
— F 'ﬂl I N
500 | = \ =l i
‘l : N H'V 1\21'# | = I B E,‘,‘H L N "r
FY 80 FY 91  FY 92 FY 83  FY 84 FYes FY 96 FY 97 Fy s  Fy 88 FY 00 FY 01°' FY 02'* Fv 03
O ther B Higher Education MK - 12 Education
B Public Assistance B Corrections COMedicaid
* Budget including Governor’s
. recommended Supplemental
These are the standard program areas for comparison used Budget for FY 01 and one-time
by the National Association of State Budget Officers. appropriations of $193 million,
** Recommended
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Summary of Governor’s Highway Fund Budget Recommendations .
Background

The following tables and charts show in summary
form the Governor's Highway Fund  budget
recommendations for the FY 02-03 biennium.
These tables and charts are thus explained:

Table J-1 shows total Highway Fund allocations by

allocations) with percent change for the FY 02-03
biennium compared to fiscal year 2000-01. Fiscal
year  2000-01 includes the  Governor’s
recommended supplemental allocations for that
fiscal year.

department or agency (including one time
TABLE J -1
HIGHWAY FUND ALLOCATIONS
GOVERNOR'S BUDGET
s PERCENT PERCENT
DEPARTMENT/AGENCY FY 01 FY 02 CHANGE FY 03 CHANGE
DEPARTMENT OF ADMINISTRATIVE AND FINANCIAL SERVICES 7,661,932 1048447 | -B632%| 3418744 | 226.08%
DEPARTMENT OF ENVIRONMENTAL PROTECTION 35 851 36,007 0,44% 36,167 0.44%
DEPARTMENT OF PUBLIC SAFETY 21169499 | 24501234 | 1574%| 25284533 320%
DEPARTMENT OF THE SECRETARY OF STATE 26298744 24213869 -7.90%| 25,104 8582 365%
DEPARTMENT OF TRANSPORTATION 238637 223 | 234483903 | 1.74%| 225428344 | -3.86%
TOTAL 293,803,249 | 284,289,460 3.24%| 279,272,670 1.76%

*Includes $26.5 million of one-time allocations



Chart J-1 shows the Governor’s recommended
Highway Fund allocations for the FY 02-03
biennium by policy area.

ChartJ -1

FY 02/03 Highway Fund Recommended Allocations
By Policy Area

$563.6

[ Governmental Support & Operation 4.5

B Transportation Safety &
Development 5092

[CONatural Resources Development &

Protection 0.1

@ Justice & Protection 49 8

All Dollars in Millions
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Chart J-2 shows the Governor’s recommended

Highway Fund revenues by line for the FY 02-03 and adjustments to those

biennium. These revenues include the base revenue

recommended by the Governor.

base

projections of the Revenue Forecasting Committee

revenues

1.1%

ChartJ -2

FY 02/03 Highway Fund Recommended Revenues

$545.9

By Source

CIFuel Tax

O Inspection Fees

EMotor Vehicle Registration & Fees

Einvestment Income

W Other Revenues

All Dollars in Millions

3624

4.9

154.1

6.0

18.4




Table J-2 shows the Highway Fund revenues
recommended by the Governor for fiscal year
2001-02 and fiscal year 2002-03. The column
labeled base is the Highway Fund revenue forecast
of the Revenue Forecasting Committee. The

column

labeled Adj.

includes

the Governor's

recommended adjustments to the base revenues.

FISCAL YEAR 01 FISCAL YEAR 02 FISCAL YEAR 03
SOURCE ORIG. ADJ. BUDGET ORIG, ADJ. BUDGET ORIG. ADJ. BUDGET
Fuel Tax 177,634,606 177,634,606 179,876,344 179,876,344 182,478,107 182,478,107
Motor Vehicle Registrations & Fees 72,356,030 72,356,030 73,301,225 3,350,000 76,651,225 74,135,460 3,350,000 77,485460
Inspection Fees 2421945 2,421,945 2465354 2465354 2,480,600 2,480,600
Income from Investments 3,440,000 3,440,000 3,000,000 3,000,000 3,000,000 3,000,000
Other Revenues 8,003,386 8,003,386 B,149,148 1,000,000 9,149,148 8,272,508 1,000,000 9,272,508
TOTAL HIGHWAY FUND REVENUES 263 855967 263,855,967 266,792,071 4,150,000 171,142,071 170,366,675 4,350,000 274,716,675

Table J-3 explains the individual adjustments to
the base Highway Fund revenues.

TABLE J -3

Highway Fund Recommended Revenue Adjustments
Detail by Revenue Line for the FY 02-03 Biennium
Revenue Line and Source of Adjustment FY 02 FY 03
Motor Vehicle Registration & Fees
> Increase Titles from $15 to $23 Per Title 3,350,000 3,350,000
Other Revenues
> Increase Commercial Vehicle Fines by 20% 1,000,000 1,000,000
Total Revenue Adjustments 4,350 000 4,350,000
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Chart J-3 shows the annual dollar and percent
growth in ongoing Highway Fund allocations from
fiscal year 2000-01 through fiscal year 2002-03.

Fiscal wyear 2000-01 includes the Governor’s
recommended supplemental allocations for that
fiscal year.

Fiscal years

Governor’s Highway

2001-02 and 2002-03 wuse the
Fund recommendations.

FY 02

Growth From FY 01 (Including the Emergency Bill) of Selected Highway
Fund Allocations in the Governor’s Recommended Budget

ChartJ -3

(Excluding One Time Expenditures)
FY 03

(s10.

FY 02

B Highway & Bridge

Improvement $12,577,884 46.5%

[] state Police $2,596,033 13.0%

. Urban -
Rural Initiative ($850,000) (3.7%)
. Other ($2,118,972) (3.0%)

_
FY 03 FY 02 FY 03
D Highway Maintenance $5,554,280 5.6% $2,939,088  2.8%
($9,624,154) (24.3%)
Administration -
0,
¥ELETE . L5 Motor Vehicles $700,613 3.0%  $885,013 3.7%
. Local Bridges ($1,500,000) (37.5%) 30  0.0%
$0 0.0%
$51,988 0.1% TOTAL $16,959,838  6.3% ($5,016,790) (1.8%)
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SUMMARY OF GOVERNOR'’S TOTAL POSITION RECOMMENDATIONS

CHART K-1 shows position trend from fiscal year
1993-94 through the fiscal year 2001-02 and fiscal
year 2002-03 budget recommendations.

Chart K -1
Authorized Positions By Fund FY 94 - FY 01 and
Recommended Positions FY 02 - 03

15,664 15,134 14,109 13,898 13,993 14,091 14,248 14,550 14,501 14,439

18,000~

16,000
14,000
12,000
10,000
8,000}
6,000-

4,000+

1994 1995 1996 1997 1998 1999 2000 2001 2002* 2003*

O General Fund  OHighway Fund B Federal Expenditure & Block Grant Funds B Other Special Revenue B Other

* Governot's Recommended Budget
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