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In The Report of the Maine State Revenue Forecasting Committee dated December 1999,
Committee members presented significant upward revisions to the General Fund forecast that
were driven by solid economic performance and extraordinarily strong capital gain activity in
Maine. The Committee also noted at the time that, even though the reprojections were sizable,
the risk surrounding the forecast was primarily on the up side and would be reviewed in late
February to assess if another revision would be necessary. The Consensus Economic Forecasting
Commission met in early February to reaffirm the underlying economic conditions. The
Revenue Forecasting Committee then reconvened to examine current economic conditions,
individual income tax estimated payments in December and January, and the performance of the
large revenue lines.

At our February meeting, the Revenue Forecasting Committee decided to reproject
General Fund revenues upward in each fiscal year through FY2003 by the following:

FY00 +$51.7 million
FYO01 +$37.2 million
FY02 +3$44.6 million
FY03 +$47.6 million

No changes were made to the Committee’s Héighway Fund projections.
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In addition, the Committee decided to review and adopt a baseline forecast of Tobacco
Settlement Funds. From this point forward, in addition to our projections of General Fund and
Highway Fund growth, the Revenue Forecasting Committee will review and present the State’s
official forecast of Tobacco Settlement funds.

The attached report details the March changes that the Committee adopted. This report is meant
to be an update to the December document and is, therefore, abbreviated. For the full detail of
the background of the Economic Commission and the Revenue Committee, the methodology
employed and the underlying assumptions, please refer to the December 1999 report.

If you have any questions regarding these reprojections, please feel free to call me (287-1479) or
any of the Revenue Forecast Committee Members.

cc: Revenue Forecasting Committee

Jim Breece Jack Nicholas
Jim Clair Grant Pennoyer
Tony Neves

Consensus Economic Forecasting Commission
Charlie Colgan Michael Donihue
John Davulis Leon Bien

Evan Richert

Sally Tubbesing



[. SUMMARY

In its report dated December 1999, the Maine State Revenue Forecasting Committee prepared
and fully documented the official General Fund and Highway Fund revenue forecasts for FY00
through FY03. At the time of forecast preparation, the Committee recognized that there was a
certain degree of risk surrounding its projections, particularly in the areas of possible Y2K
disruptions and capital gains estimates. Given that the Maine economy has become increasingly
integrated with the national and even global economies and that changes in economic conditions
can greatly impact the State’s major revenue lines, the Consensus Economic Forecasting
Commission reconvened in early 2000 to reexamine the economic assumptions underlying the
revenue projections. The Revenue Committee agreed to meet in February to review the findings
of the Commission and to assess the performance of the largest revenue lines once another full
quarter of data became available.

As is explained below and detailed in the attached appendices, in its February 22 meeting, the
Committee decided to make changes to three of the major tax line forecasts: Individual Income
Taxes, Estate Taxes, and Income on Investments. Table 1 highlights, and Appendix B provides
in detail, the recommendation of the Committee that the original December 1999 General Fund
Revenue Projections be revised upwards by $51.7 million in FY00, and by $37.2, $44.6, and
$47.6 million in each of the following three fiscal years. After reviewing the Highway Fund
projections, the Committee decided that no reprojection was necessary at this time. This
abbreviated report summarizes the February decisions of the Committee. For details of the
original, full forecast, the background of the Revenue Forecasting Committee, the forecasting
methodology, or the underlying assumptions, please examine the Committee’s December 1999 -
Report.

Please note, the Committee’s General Fund Revenue estimates are developed and then the
transfer to Municipal Revenue Sharing (MRS) is calculated and explicitly netted out of the total
to show the net available to the General Fund.

In addition, the Revenue Forecasting Committee reviewed and adopted as “official” the estimates
of the Tobacco Settlement Funds expected to be sent to Maine from FY00 through FY03. From
this point forward, the Committee will include this review as part of its regular work.

Overall, the upward revisions detailed in this report, while confirming the ongoing strength of
Maine’s economy, are primarily due to individual income tax estimated payments in December
and January that we believe are related to stronger than expected capital gains activity in Maine.



TABLE 1

Reprojection
(millions of dollars)

FY00 FY01 FY02 FYO03
General Fund
March Reprojection 51.7 37.2 44.6 47.6
Ind. Income 32.8 219 28.6 30.7
Estate Tax 15.0 7.5 8.5 9.6
Int. On Investments 5.6 8.9 8.9 8.9
Transfer-MRS 1.7 (1.1 (1.4 (1.6)
Fund for a Healthy Maine 63.1 479 58.0 58.8

II. CONSENSUS ECONOMIC FORECASTING COMMISSION

The Consensus Economic Forecasting Commission met in September 1998 to prepare the
national and state economic projections that would become the basis for the Revenue Forecast
Committee’s biennial budget revenue forecast. At that time, the Commission Found:

“... that growth over the upcoming 4 years would be modest, at
best, but a recession was unlikely. The Commission also
concluded that inflation would be kept in check over the
foreseeable future and would likely be even lower than they had
originally forecast last January (1999). They restated their belief
that CPIU would not rise above the 3.5% threshold that triggers
the indexing of Maine’s individual income tax.”

When the Commission reconvened in February of 2000, they did make some minor adjustments
to their original economic projections based on the most recent performance of the economic
indicators. By February, the Commission felt that the US economy had successfully avoided any
domestic disruptions that may have come about by Y2K and decided to leave unchanged the
national forecast underlying these projections.



The Commission did decide to adjust their Maine Wage and Salary Employment forecast slightly
upward from 2.5% to 2.6% in 1999 and from 1.1% to 1.7% in 2000 to recognize the stronger
than anticipated employment growth that had occurred in 1999. At the same time, the
Commission decided to make minor revisions to its total personal income estimates, upward by
0.2 percentage points in 2000 and downward by 0.2 percentage points for both 2001 and 2002.
While the outlook for total personal income remained virtually unchanged, the Commission did
make somewhat larger changes to the distribution of growth among the various components of
personal income, generally upward for Wage and Salary Disbursements and generally downward
for growth in Dividends, Interest and Rent. In all, the Commission’s February forecast is very
close to it’s November outlook.

The revised economic projections can be seen in Appendix A.

III. REVENUE LINE REPROJECTIONS

A. Individual Income Tax

When the Committee met February 22 to review the year-to-date revenue
variances, over half of the estimated $32.6 million fiscal year-to-date overage was
attributable to the Individual Income Tax line. In a cover memo accompanying
the recommended reprojections (see Appendix B), Maine Revenue Services
shared the following insights:

“The individual income tax line continues to grow at rates that defy
explanation. For the first 7 months of the fiscal year, individual income
tax revenues are 317.7 million (3.1%) over budget. Through January,
revenues are 8% greater than last year despite lower estimated payments
in the Dec./Jan. time period.” ‘

A significant portion of the YTD variance is attributable to the Committee’s
original assumption on capital gains activity. In preparing its December Report,
the Committee had assumed a 20% reduction in capital gains for Maine during
FY00. In February, Tax Year 99 data became available that is consistent with a
drop in capital gains of only 9%. The data also indicated a significant increase in
withholding for December 1999 and January 2000. With this new information,
the Committee adopted an upward revision in the Individual Income Tax line.



AB. Estate Tax

Surging stock market levels, rising property values and increases in the value of
closely held family businesses have all caused personal portfolio values to swell.
As aresult, the Committee estimates of anticipated collections of Estate Taxes
have been far below actual collections. In its December forecast, the Committee
revised Estate Tax estimates upward from $20.2 million to $23.7 million to
account for the favorable market conditions. However, in December and January,
back-to-back payments of $5.2 million were made followed by a $1.7 million
estate payment which have, once again, far exceeded the original forecast. By
February 2000, actual Estate Taxes were double the budgeted figures. The
Committee decided to reproject Estate Taxes up by $15 million for FY00 and by
an additional $7.5, $8.5, and $9.6 million for the following three years.

C. Interest on Investments

When the December Revenue Projections were estimated, the Rainy Day Fund
was not yet at its statutory cap. By January, the Rainy Day Fund had reached its
cap and all interest accruing on the Fund started to flow into the General Fund as
“Interest on Investments”. At its February meeting, the Revenue Forecasting
Committee spoke with the State Treasurer’s Office and received an updated
projection of interest earnings given the situation with the Rainy Day Fund. At
the suggestion of the Treasurer’s Office, the Forecasting Committee reprojected
this line upward by $5.6 million in FY00 and $8.9 million in each of the three
following years. (see Appendix C)

IV. TOBACCO SETTLEMENT FUNDS

In addition to its review and forecast of General Fund and Highway Fund
Revenues, the Revenue Forecasting Committee, from this point forward, will be
reviewing and reporting the official projections of Tobacco Settlement Funds that
Maine is expected to receive. Appendix D includes the estimates provided to the
Committee by the State Treasurer as well as an earlier memo from the Attorney
General’s Office as to the likely timing and initial estimates of settlement monies.



V. CONCLUSION

Both the Consensus Economic Forecasting Commission and the Revenue Forecasting Committee
met in February 2000 to review the underlying economic assumptions and the accuracy of the
December 1999 Revenue Forecast. The Economic Forecasting group noted little change in
overall economic conditions and only made minor revisions to the economic outlook. The
Revenue Forecasting Committee, facing a positive year-to-date variance of nearly $33 million (a
2.6% overage), decided to reproject General Fund Revenues upward by $89 million in the
2000-2001 Biennium and by $92 million in the 2002-2003 Biennium. General Fund
reprojections were driven by stronger than anticipated individual income tax estimated payments
and withholding as well as three large estate payments. The Committee believes that each of
these tax lines (the Individual Income Tax line and the Estate Tax line) are being driven by a
surging stock market, rising property values and increasing values of closely held businesses.
The third of the three pieces to the upward revision was due to the fact that the Rainy Day Fund
had hit its cap in January 2000, forcing interest earnings to flow into the General Fund.

In addition, the Revenue Forecasting Committee reviewed, and officially adopted, the State
Treasurer’s estimates of Tobacco Settlement Funds expected to arrive in Maine from FY00
through FY03. This is the first time that the Committee has reported on these funds, but will,
from this point forward, include a review and, if necessary, reprojection of Tobacco Settlement
dollars whenever it meets to review General and Highway Fund forecasts.

Overall, the upward revisions detailed in this report, while confirming the ongoing strength of
Maine’s economy, are primarily driven by the Committee’s view that, once again, capital gains
activity in Maine during 1999 was stronger than expected.






Revenue Forecasting Committee Revenue Projections for

FY1999-2000 and FY2000-2001

L Source FY98 Actual FY99 Actual % Chg. FY00Budget % Chg. Recom.Chg. FY0O0Reproject % Chg. FYO01Budget % Chg. Recom.Chg. FY01 Reproject % Chg.
Sales and Use Tax /1 $833,755,683 $791,726,882 -5.0% $844,900,000 6.7% $0 $844,900,000 6.7% $822,700,000 -2.6% $0 $822,700,000 -2.6%
Individual Income Tax /2 $907,981,057 $1,004,457,157 10.6% $1,065,877,919 6.1% $32,760,000 $1,098,637,919 9.4% $1,134,598,509 6.4% $21,935,385 $1,156,533,894 5.3%
Corporate Income Tax $107,375,485 $144,942751 35.0%  $141,865,645 -2.1% $0  $141,865645 -2.1%  $112,983316 -20.4% $0  $112,983,316 -20.4%
Cigarette and Tobacco Tax )3 $45,524,322 $77,750,154  70.8% $75,569,552  -2.8% $0 $75,569,552 -2:8% $74,793,880  -1.0% $0 $74,793,880 -1.0%
Public Utilities Tax $29,334,895 $29,670,868 1.1% $29,125,000 -1.8% $0 $29,125,000 -1.8% $29,400,000 0.9% $0 $29,400,000 0.9%
Insurance Companies Tax $39,153,287 $37,742,517 -3.6% $36,864,080 -2.3% $0 $36,864,080 -2.3% $36,499,839 -1.0% $0 $36,499,839 -1.0%
Estate Tax $34,335,598 $29,768,114 -13.3% $23,725,651 -20.3% $15,000,000 $38,725,651 30.1% $25,045,221 5.6% $7,500,000 $32,545,221  -16.0%
Property Tax - Unorg. Territory $8,725,314 $9,372,051 7.4% $8,013,110 -14.5% $0 $8,013,110 -14.5% $8,736,300 9.0% $0 $8,736,300 9.0%
Income from Investments $12,145,209 $19,760,828 62.7% $15,000,000 -24.1% $5,638,000 $20,638,000 4.4% $15,000,000 0.0% $8,926,086 $23,926,086 15.9%
Transfer to Municipal Rev. Sharin ($94,304,723)  ($98,997,466)  5.0% ($104,684,822) 57% ($1,670,760) ($106,355,582)  7.4%  ($105,584,372)  0.9% ($1,118,706)  ($106,703,078)  0.3%
Transfer from Liquor Commission $20,546,162 $19,794,778 -3.7% $20,149,531 1.8% $0 $20,149,531 1.8% $20,378,439 1.1% $0 $20,378,439 1.1%
Transfer from Lottery Commissio $40,742,121 $39,600,544 -2.8% $37,801,819 -4.5% $0 $37,801,819 -4.5% $37,975,384 0.5% $0 $37,975,384 0.5%
Other Revenues $126,545,597 $131,534,093 3.9% $118,953,528 -9.6% $0 $118,953,528 -9.6% $120,012,013 0.9% $0 $120,012,013 0.9%

Total Revenue Available $2,111,860,007 $2,237,123,271 59% $2,313,161,013 3.4% $51,727,240 $2,364,888,253 5.7% $2,332,538,529 0.8% $37,242,765 $2,369,781,294 0.2%

$88,970,005

1/ FY99 actual is reduced by $22,595,032 to account for sales tax revenue transferred to Rainy Day Fund/Sales Tax Reserve.

2/ Includes in FY98 actual $137,245,402 transferred to the Tax Relief Fund for Maine Residents.

3/ $28,845,919 credited to the Tobacco Tax Relief Fund in FY98.
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Revenue Forecasting Committee Revenue Projections for

FY1999-2000 and FY2000-2001

[ Source FY02 Budget % Chg. Recom.Chg. FY02 Reproject % Chg. FYO03Budget % Chg. Recom.Chg. FYO03 Reproject % Chg.
Sales and Use Tax $863,500,000 5.0% $0  $863,500,000 50%  $908,900,000 5.3% $0  $908,900,000 5.3%
Individual Income Tax /1 $1,215,164,491 7.1% $28,636,623 $1,243,801,114 7.5% $1,301,346,551 7.1% $30,735,712  $1,332,082,263 7.1%
Corporate Income Tax $114,524,136 1.4% $0  $114,524.136 1.4%  $115,879,783 1.2% $0  $115,879,783 1.2%
Cigarette and Tobacco Tax /2 $74,004,878 -1.1% $0 $74,004,878 -1.1% $74,694,033 0.9% $0 $74,694,033 0.9%
Public Utilities Tax $29,400,000 0.0% $0 $29,400,000 0.0% $29,400,000 0.0% $0 $29,400,000 0.0%
Insurance Companies Tax $36,139,241  -1.0% $0 $36,139,241 -1.0% $35,782,248  -1.0% $0 $35,782,248 -1.0%
Estate Tax $25,691,578 2.6% $8,500,000 $34,191,578 5.1% $26,357,325 2.6% $9,550,000 $35,907,325 5.0%
Property Tax - Unorg. Territory $8,356,021 -4.4% $0 $8,356,021 -4.4% $8,561,078 2.5% $0 $8,561,078 2.5%
income from Investments $15,000,000 0.0% $8,926,086 $23,926,086 0.0% $15,000,000 0.0% $8,926,086 $23,926,086 0.0%
Transfer to Municipal Rev. Sharing  ($111,852,620) 5.9% ($1,460,468) ($113,313,088) 6.2% ($118,632,443) 6.1% ($1,567,521) ($120,199,964) 6.1%
Transfer from Liquor Commission $20,378,439 0.0% $0 $20,378,439 0.0% $20,378,439 0.0% $0 $20,378,439 0.0%
Transfer from Lottery Commission $37,975,384 0.0% $0 $37,975,384 0.0% $37,975,384 0.0% $0 $37,975,384 0.0%
Other Revenues $120,983,514 0.8% $0  $120,983,514 0.8%  $121,188,007 0.2% $0  $121,188,007 0.2%

Total Revenue Available $2,449,265,062 5.0% $44,602,242 $2,493,867,304 52% $2,576,830,405 5.2% $47,644,277 $2,624,474,682 5.2%
$92,246,519

o o8k
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APPENDIX A

Maine Consensus Economic Forecasting Commission
Forecast of Feb. 4, 2000






Maine Consensus Economic Forecasting Commission

Forecast of Feb. 4, 2000

History Forecast
1994 1995 1996 1997 1998 1999 2000 2001 2002 2003

Rate or Annual Growth Rate
CPl-u 2.6% 2,8% 3.0% 2.3% 1.6% 2.2% 2.5% 2.5% 2.5% 2.5%
Me. Unemployment Rate 7.4% 57% 51% 5.4% 4.3% '3.8% 4.0% 4.0% 4.0% 4.0%
3-Month Treasury Bill Rate 4.3% 5.5% 5.0% 51% 4.8% 4.7% 5.5% 5.5% 5.5% 5.5%
10-Year Treasury Note Rate 71% 6.6% 6.4% 6.4% 5.3% 5.6% 6.5% 6.5% 6.5% 6.5%
Maine Agricuitural Empl.(1,000's) N.A. 14.0 14.0 14.0 N.A, 14.0 14.0 14.0 14.0 14.0

Employment Levels (1,000's)
Maine Wage & Salary Employment 531.6 538.2 542.5 §53.7 569.6 584.2 594.1 601.9 609.7 617.6
Mining 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1
Construction 21.0 217 23.2 23.3 248 26.8 26.5 27.6 28.5 29.3
Manufacturing 91.4 911 88.3 87.8 86.9 85.4 84.4 84.0 83.5 83.1
Transp/Commun./Publ. Utils. 22,6 223 226 234 236 243 249 25.2 254 25.5
Wholesale Trade 239 25.1 25.8 26.0 26.7 274 27.6 28.1 28.7 29.1
Retail Trade 110.4 111.9 111.4 1134 116.3 119.5 1214 123.4 125.6 128.0
FIRE 26.3 26.0 27.0 28.4 29.8 30.9 31,6 31.9 32,0 32,2
Services 141.6 146.8 1511 158.7 167.8 176.0 183.0 186.2 190.1 1941
Government 94.1 93.2 92.8 93.0 93.6 94.1 947 95.3 95.7 96.2

Annual Growth Rates
Maine Wage & Salary Employment 2.3% 1.2% 0.8% 21% 2.9% 2.6% 1.7% 1.3% 1.3% 1.3%
Mining 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Construction 0.6% 3.0% 7.0% 0.5% 6.5% 8.1% 1.1% 4.2% 3.3% 2.8%
Manufacturing 0.6% -0.4% -3.0% -0.6% -1.0% -1.8% 1.2% 0.5% 0.5% -0.5%
Transp/Commun./Publ. Utils. 1.9% 1.4% 1.5% 2.2% 1.9% 2.9% 2.5% 1.2% 0.8% 0.4%
Wholesale Trade 2.9% 4.8% 2.9% 0.6% 3.0% 1.5% 1.8% 1.8% 21% 1.4%
Retail Trade 3.2% 1.4% -0.4% 1.8% 2.6% 2.7% 1.6% 1.6% 1.8% 1.9%
FIRE 2.8% A% 3.8% 5.2% 4.6% 3.7% 2.2% 1.0% 0.3% 0.6%
Services 5.6% 3.7% 3.0% 5.0% 5.7% 4.9% 4.0% 1.7% 2.1% 24%
Government -1.3% -1.0% -0.4% 0.2% 0.7% 0.5% 0.6% 0.7% 0.4% 0.5%

Million $ - at Seas. Adjusted Annual Rates
Personal income 23698.5 24658.0 25934.3 272428 28619.5 30050.5 31553.0 33067.5 34654.8 36387.5
Wage and salary disbursements 12419.3 12929.5 13460.0 14328.3 15272.8 16167.2 17133.3 18154.1 19250,7 20413.4
Other labor income 1529.3 1506.0 1502.5 1518.3 1544.0 1592.7 1640.8 1686.4 17327 1783.0
Non-farm Proprietors' income 1863.5 1945.0 2021.0 2107.3 2256.8 2343.9 2461.1 2579.3 27031 2838.2
plus: Dividends, interest, and rent 4000.8 4197.3 4563.3 47175 4789.8 4958.3 5080.0 5224.7 5319.5 5458.1
plus: Transfer payments 4762.8 5034.5 5335.8 5613.0 5814.8 6070.2 6342.2 6613.5 6896.3 7204.7
less: Personal contrb. for social insu 1098.8 1167.8 1208.8 1281.3 1348.8 14424 1514.5 1620.3 1732.7 1819.4
plus: Adjustment for residence 162.3 201.0 224.8 254.0 280.3 300.5 3471 363.7 4159 436.7
Farm income 1223 84.0 110.8 61.5 91.3 84.1 82.0 79.4 76.2 72.8

Annual Growth Rates
Personal income 3.8% 4.0% 5.2% 5.0% 5.1% 5.0% 5.0% 4.8% 4.8% 5.0%
Wage and salary disbursements 3.7% 4.1% 4.1% 6.5% 6.6% 5.9% 6.0% 6.0% 6.0% 6.0%
Other labor income -5.5% 1.5% 0.2% 1.0% 1.7% 3.2% 3.0% 2.8% 2.7% 2.9%
Non-farm Proprietors' income 6.4% 4.4% 3.9% 4.3% 71% 3.9% 5.0% 4.8% 4.8% 5.0%
plus: Dividends, interest, and rent 7.6% 4.9% 8.7% 3.4% 1.5% 3.5% 2.5% 2.8% 1.8% 2.6%
plus: Transfer payments 4.2% 5.7% 6.0% 5.2% 3.6% 4.4% 4.5% 4.3% 4.3% 4.5%
less: Personal contrb. for social insu 6.4% 6.3% 3.5% 6.0% 5.3% 6.9% 5.0% 7.0% 6.9% 5.0%
plus: Adjustment for residence 27.0% 23.9% 11.8% 13.0% 10.3% 7.2% 15.5% 4.8% 14.3% 5.0%
Farm Income -19.2% -31.3% 31.8% -44.5% 48.4% -1.8% -2.5% -3.2% 4.0% -4.5%

R:A\CEFC\CEF(C0200.123

(income adjustments in R:\Revenues\incforc0200.123)







APPENDIX B

Revenue Forecasting Committee
February 22,2000

Maine Revenue Services






REVENUE FORCASTING COMMITTEE

February 22, 2000

Maine Revenue Services
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Revenue Forecasting Committee Revenue Projections for

FY1999-2000 and FY2000-2001

v adbin s

r Source FY98 Actual FY99 Actual % Chg. FY00 Budget % Chg. Recom.Chg. FY00 Reproject % Chg. FY01Budget % Chg. Recom.Chg. FY01 Reproject % Chg. l
Sales and Use Tax /1 $833,755,683 $791,726,882 -50%  $844,900,000 6.7% $1.,400,000 $846,300,000 6.9%  $822,700,000 -2.6% $2,220,000 $824,920,000 -25%
Individual Income Tax /2 $907,981,057 $1,004,457,157 10.6% $1,065,877,919 6.1% $32,760,000 $1,098,637,919 94% $1,134,598,509 6.4% $21,935,385 $1,156,533,804 53%
Corporate Income Tax $107,375,485 $144,942,751 35.0%  $141,865645 -2.1% $0 $141,865,645 -2.1%  $112,983,316 -204% $0 $112,983316 -20.4%
Cigarette and Tobacco Tax /3 $45,524,322 $77.750,154 70.8% $75,569,562 -2.8% $0 $75,569,552 -2.8% $74,793,880 -1.0% $0 $74793.880 -1.0%
Public Utilities Tax $29,334,895 $29,670,868 1.1% $29,125,000 -1.8% $0 $29,125,000 -1.8% $29,400,000 0.9% $0 $29,400,000 0.9%
Insurance Companies Tax $39,153,287 $37,742,517 -3.6% $36,864,080 -2.3% $0 $36,864,080 -2.3% $36,499,839 -1.0% $0 $36,499.839 -1.0%
Estate Tax $34,335,598 $29,768,114 -13.3% $23,725,651 -20.3% $15,000,000 $38,725,651 30.1% $25,045,221 5.6% $8,460,000 $33,505,221 -13.5%
Property Tax - Unorg. Territory $8,725,314 $9,372,051 7.4% $8,013,110 -145% $0 $8,013,110 -14.5% $8,736,300 9.0% $0 $8.736,300 9.0%
Income from Investments $12,145,209 $19,760,828 62.7% $15,000,000 -24.1% $0 $15,000,000 -24.1% $15,000,000 0.0% $0 $15,000,000 0.0%
Transfer to Municipal Rev. Sharing  ($94,304,723)  ($98,997,466) 5.0% ($104,684,822) 57% ($1,742,160) ($106,426,982) 7.5% ($105,584,372) 0.9% ($1.231,926) ($106,816,298) 0.4%
Transfer from Liquor CoAmmission $20,546,162 $19,794,778  -3.7% $20,149,531 1.8% $0 $20,149,531 1.8% $20,378,439 1.1% $0 $20,378,439 1.1%
Transfer from Lottery Commission $40,742,121 $39,600,544 -2.8% $37,801,819 -45% $0 $37,801,819 4.5% $37,975,384 0.5% $0 $37,975,384 0.5%
Other Revenues $126,545,597 $131,534,093 3.9% $118,953,528 -9.6% $0 $118,953,528 -9.6%  $120,012,013 0.9% $0. $120.012,013 0.9%

Total Revenue Available $2,111,860,007 $2,237,123,271 5.9% $2,313,161,013 3.4%_ $47,417,840 $2,360,578,853 5.5"/;: $2,332,538,529 0.8% $31,383,459 $2,363,921,988 0.1%

—

$78,801,299

1/ FY99 aclual is reduced by $22,595,032 to account for sales tax revenue transferred to Rainy Day Fund/Sales Tax Reserve.

2! Includes in FY98 actual $137,245,402 transferred to the Tax Relief Fund for Maine Residents.

3/ $28,845,919 credited to the Tobacco Tax Relief Fund in FY98.

Maine Revenue Services
Research Division
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J‘ : Revenue Forecasting Committee Revenue Projections for ‘ TR R

! o FY1999-2000 and FY2000-2001 .
[' : Source FY02 Budget % Chg. Recom.Chg. FY02Reproject % Chg. FY03Budget % Chg. Recom.Chg. FY03 Reproject % Chg.
Sales and Use Tax $863,500,000 5.0% $81,000 $863,581,000 4_.‘7% $908,900,000 5.3% $8,000 $908,908,000 52%
Individual Income Tax /1 $1,215,164,491 71% $28,636,623 $1,243,801,114 7.5% $1,301,346,551 71% $30,735,712  $1,332,082,263 71%
Corporate Income Tax $114,524,136 14% $0 $114,524,136 14%  $115,879,783 12% $0 $115,879,783 1.2%
Cigarette and Tobacco Tax /2 $74,004,878 -1.1% $0 $74,004,878 -1.1% $74,694,033 0.9% 30 $74,694,033 0.9%
Public Utilities Tax $29,400,000 0.0% $0 $29,400,000 0.0% $29,400,000 0.0% $0 $29,400,000 0.0%
Insurance Companies Tax $36,139,241  -1.0% $0 $36,139,241  -1.0% $35,782,248  -1.0% $0 $35,782,248 -1.0%
Estate Tax $25,691,578 2.6% $9,488,800 $35,180,378 5.0% $26,357,325 26% $10,568,464 $36,925,789 5.0%
Property Tax - Unorg. Territory $8,356,021 4.4% $0 $8,356,021 74.4% $8,561,078 2.5% $0 $8,561,078 25%
income from Investments $15,000,000 0.0% $0 $15,000,000 0.0% $15,000,000 0.0% $0 $15,000,000 0.0%

Transfer to Municipal Rev. Sharing  ($111,852,620) 5.9% ($1,464,599) ($113,317,219) 6.1% ($118,632,443) 6.1% ($1,567,929) ($120,200,372) 6.1%

Transfer from Liquor Commission $20,378,439 0.0% $0 $20,378,439 0.0% $20,378,439 0.0% $0 $20,378,439 0.0%
Transfer from Lottery Commission $37,975,384 0.0% $0 $37,975,384 0.0% $37,975,384 0.0% $0 $37,975,384 0.0%
Other Revenues $120,983,514 0.8% $0  $120,983,514 0.8%  $121,188,007 0.2% $0  $121,188,007 0.2%

Total Revenue Available $2,449,265,062 5.0% $36,741,825 $2,486,006,887 5.2% $2,576,830,405 5.2% $39,744,247 $2,616,574,652 53%
$76,486,072




STATE OF MAINE
Uodedicated Revesoes - Geners) Fuad
For the Seecnth Month Eaded Jauuary M, 2000

Sales and Use Tax
Ind)videed Ince Tax

Cerporvie Income Tox

Cigarvtie ant Vobuow Tax

Public (UMIes Tax )
tnsecwace Companbes ™

Extute Tas

Property Tax - Usarg Twrizory
Incoese from (aeestnooms

Tramfer to Manicipal Revenue Sharing
“Tramilee (rers Liguar Commistion
Tramsler frero Lotiery Contminien
Oxther Revemurs

Tetal Cenerst Fasd Revemues

PRELIMINARY AND TENTATIVL

FPOR VERIFICATION PURPOSES A INTERNAL USE OKLY

Ja0-00

atignd; 02400
renved: 020800

Moamh Year to Dmte
. Tota] Budgried
Variance Percens Varlenore Perceot Flal! Year
Actan) Badgrt Ower/(under) Overijuader) Actmal Budget Qver/(onder) Ovevlander) Eading 6-30-2800

80,415,207 76941 840 T 34734367 4.5%, 463,924 422 467,148,143 (3,223,72)) {0.79%) 844,500.000
145,910,800 129,236.8%0 16,673,950 12.9% 583,412,799 565,107,487 17,705,312 31% 1,065.677.91%
1.238.715 2,090,000 (851.285) (40.7%) 79,583,804 80,193,662 (509.858) {038%) 141,845,645
6,549,907 5,445,910 1,103,997 20.3%, 45,126,624 44,650,968 525,656 1.2%, 75,569,552

0 - Q [4] - (399.304) {1£0,000) (49,304) 3299 29,125,000

(50.986) 127,788 (178,774) (139.9%}) 6,799.556 6,705,09) 494,465 7.8% 36,864.080
2.796.6Q02 1.997,138 5,799,464 290.4%, 27,329,825 13,733,954 13,539,871 98.9% 23,725.651

o 0 0 - 8,434,646 7,192,882 1.241.958 12.3%, B.013.110

925,551 1,250,000 (324,443) (26.0%) 7,460,040 6,666,667 793,373 11.9% 15,000,000
(41.625,806) (10,621.703) (984,103} 9.3% (5747297 (56.755.51 5) (707.452) 1.2% (104,634.822)
2.053,402 1.289.570 763832 59.2% 16.271.652 12.371,812 1.699,840 15.4% 20,149,53)
318484} 1,097,374 - 87,462 2.8% 22,668,232 22,130,638 537,594 24% 37,801,819
6,951,545 lO:GZ.QZZ (3.501,376) (34.8%) 67,942,714 67577 847 354867 05% 118,953,523
242.969,879 220,907,689 22,062,190 )0.0%_ 1,269 332.249 1,236,769,652 32,562.59?7 2.5% 2313,161,013

NOTES: €1) Uechaded in the above w 331,605,808 for the mamh sad 397,472,972 year > duje, ik was =t atkde for Resenue Staring with citics and lowns.

£2) 10 3ddhion 1o the amoums sbave, $1.151,347 wat tncsfeered from the Maine Rainy Day Fund 10 Mualc?

eL 1999 Clupier 528, October 1992,

with

(3) Figures reflect revised exeimales of the Reverme Forocaning Commitee as af Kovember 1999.

(A) This report Tas been prepared froc pretiminary month ead figures ant & subject 10 change.

IR Staring In

State Contruller’y Office
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STATE OF MAINE

PRELIMINARY ANDTENTATIVE

Undedlcated Revennes - General Food EXINIBTU
For (he Seveath Moath Ended January 31, 2000 aud 1999 FOR VERIFICATION PURPOSES & (NTERNAL LSE QNLY
Mont Year to Date
Curreng Pelor . Variaace Peutn; Curreot Prior Vasiance Petcent
Year Vear Oveciunder) Ovenfunder) Year Year Oren(ander) Qver/(under)
Sales and U Tax 80,415,307 62,689,948 17,725,359 28.3% 463,924,422 438,990.214 24,934.208 5.7%
ladivideal (scome Tax 145,910,800 143,159,737 2,751,063 1.9% 583,412,799 530,362,107 43,050,692 8.0
Cerperate [acome Tox 1,238,215 1,256,992 (18,277) (1.5%) 79,583,804 50,863,032 28,720,772 56.5%
Cigereite and Tobacco Tas 6,549,907 5,62 3.365_ 926,602 16.5% 45,176,624 45230014 (53.389) (0.1%)
Public Utllities Tox o o 0 - (199,304) (150,000} (49,304) 32.9%
laturance Compualed Tax (50,986) §,620 (57,606) (870.2%) 6.799,556 6,571,072 228.484 35%
Estate Tox 7,796,602 12,549,357 (4,752,755) (37.3%) 27,329,935 23,240,983 4,088,852 17.6%
Property Tox - Unerg Terrflony o 0 o - 8.434.846 7.852,783 582,063 74%
Income Gram Investments 925,551 983,151 {57,600) (5.9%) 7,460,040 9,154,641 " (1,694,601) (18.9%)
Traasber (e Musiipst Revenue Shacing (11.605,806) (10.562,441) (1.043,365) 9.9% (37.472.972) {52.540,983) (4,931,989) 94%
Traasler froo Liquoes Cammisdon 2,053.402 1,390,707 662,695 a71.7% 14,271,652 12,056.327 2,215.325 18.4%
Transler {com Lettecy Commission 3,184,841 2,360,281 824,560 34.9% 22,668,232 22,733.150 {64,918) (0.3%)
Olher Reveaues 6,551,546 7,357,595 (806,050) (11.0%) 67,942,714 63,912,766 4,029,947 6.3%
Tatal Genera) Fund Revenues 242,969,879 226;.815.252 16,154,626 7.0%, 1,269,332.249 1,168.276,107 101 056,142 8%

Clata Fantenllar's Nira

0oac-80-4934
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STATE OF MAINL

PRELIMINARY AND TENTATIVE EXHIBIT IN
bidedlested Revenmes - Geutral Fund
Foc (hie Seventh Mouth Ended Janaary 31, 200 FOR VERIFICA TION PURPOSES & INTERNAL USE ONLY
Month . Veic 1o Date
Totat Budgeied
Dutall of Orber Revenues Varanca Peroeat Verlance Peroeot Fixcal Yeur
Adzal ,W Overi(under) Oreri{cadery Actaal Bodpet Qrari(under) Over/(andes) Exding 8-30-2000
mo'; Al Gihery 720,25% §72.353 142,902 24.8%, 6,158,950 5,745,854 410,096 7.1% 11.641.191
0M0's Asruneuticsl Ges Tan 10,435 65,798 (95.363) (84.1%) 706,408 $56,225 150,183 270% 898,000
0400°s Aleeh! Hrtige Tan 752,925 218,256 ) 34,669 't.B% 6,723,194 6,594.357 128,837 2.0% 10,676,200
0700 Carpersiloo Taxes 62,670 46,248 16,422 35.5% 507.933 392,648 115,285 29.4% 2,531,200
1000°’s Banking Texes 1,005,180 865,500 143,680 16.6% 4812750 3,907,800 904,950 23.2% 6,885,000
1180's Alcobollc Beverages 257,160 194,070 63,090 32.5% 1,612,637 1.432,79% 174,847 12.2% 2,962,300
1100°s Amusemeots Tas o 0 0 - 2,640 130 2510 1930.B% 150,860
1300's Marirs Bacing Pucinutuels 81,872 110,000 (28,128) (25.6%) 77}.922 720,150 1.772 0.2% 1,100,750
1430's Busimess Taxes (1.138518) 6]5.916 (1.814,439) (268.4%) 2,067,411 2.103.923 (36,517) (1.7%) 4,453,581
1500's Muotar Vehide Licenses 276,550 275,004 1.456 0.5% 1,112,455 1,125,568 (13,113) 1.2%) 2,035,833
V 1700°s Yokaod Fisheries & Widbife 1,011,260 - 1.346,114 {334,854) 24.9%) 8,231,945 8,462,820 (230.875) (2.7%) 13,502,213
1900's Hospilsl Eache & Other 71,657 26.648 45,009 168.9% 205,669 167,189 38,480 23.0% 274,335
2000's Faus, Forfoits & Ponaliles 1,401,640 1,902.830. (501,190) {26.3%) 14,387,368 13,552,696 834,668 6.2% 23,749,236
21300°s Federad lznm-la 2,406,002 1,680,933 1.407.069 130.2% $,794,958 6,082,532 (287.574) (4.79) 10,287.157
1300's Cousty Revroves 0 ‘o o - 0 o 0 -
1460's Reweoues from Qities & Towus a 167 (167) (1000%) o 1.169 (1.169) (100.0%) 2,000
2500°s Revesruet Trem Private Sousces 132,864 155,001 2,130 (16.3%) 1,905,456 1,069,001 436,455 40.8%, 1,841,000
26003 Curveot Servioe Charges 641,203 1,302.944 (661,741) (50.8%) 9,768,651 10.738,744 (970.093) .0%)° 18,011,020
2700's Transfers from Otber Paads 1,241.178) 708,550 (3.949,728) 275.2%) 3,497,860 4,856,646 (1.358,786) (28.0%) 7.935.652
2900's Salrs of Property & Equipment 13,567 1.500 12,067 @4.5% 74,509 9,600 64,909 676.1% 16,000
Total Qthec Revenoes 6,551.545 10.052,922 £3.501,326) {34& 67,942,714 67,577,847 364,867 Q.5% 118,953,528

State

“raliar's Otfsce
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STATE OF MAINL
Usdedicated Revenues - Generad Fund

For the Seveath Mowth Eoded January 3L, 2000 and 1999 .

Manth

PRELIMINARY AND TENTATIVE

FPOR VERIFICATION PURPOSES & INTERNAL USE ONLY

EXIBIT IV

Detall of Other Reseaoes

0100's All Ovbaess

030¢'s Aeroaswudra) Gas Txx

0400's Akohol Excise Tas

€700's Cerporation Taxes

1000° Banking Texes

1100's Akobnolic Beverages

1200's Amnsessents Tax

1300°s Hasuess Raclog Paclmoinels
1400°s Bosiness Taxes

1500's Mojor Vehikie Licenses

17200's Inbod Fixheries & Wildlite
1989°s Hapital Excloe & Other

2000's Firws, Forfdls & Peasliies
1200's Federal Revenues

2300's Coonty Revenues

2400"s Reveooes from Cliies & Towns
2500's Revenmcs froea Private Sources
2600's Curvewt Service Charges
2790's Trangbers from Qther Funds

2800°s Sskes of Proparty & Equipmaut

Tota) Other Revenues

Ycer 1o Date
Curreat Prior Veriance Percent - Current Priar Varlance Percent
Year Year Orect(undery Qver/(under) Year Year Over/(uuder) Overfunder

720,255 1122514 (402,259) (35.8%) 6.158,950 7,477,908 {1,318,958) (17.6%)
10,435 131,345 {120,9810) (92.1%) 706.408 727758 (21,349) (2.9%)
752,925 709,451 43474 6.1% 6,723,194 6,457,989 265,205 4.i%
62,670 57,005 5,665 9.9% 507,933 610.016 (102,083) (16.7%)
l.ODé.lBD 986,20 22,8%0 2.3% 43812,750 4,400,380 412.370 9.4%
257160 185,980 71,180 38.3% 1,612.637 1.401.492 211.148 15.1%
0 0 0 - 2;640 4.724 2.084) (44.1%)
81,872 123,539 (41,727} (33.8%) 771,922 828,372 (56,450) (6.8%)
(1.138,518) 650.903 (1.789,426) {274.9%) 2,067,411 2,564,105 (49%.694) (19.4%)
276,550 408.194' Q 51.645) (32.3%) 1.1312.455 1.166.245 (53.794) {4.6%)
1,01 }.260 1.197,800 (186,540) 15.6%) 8,231,945 B,365.072 (133,1 2.5) {1.6%)
71,657 54,408 17,249 31.7% 205,669 198.946 6,723 3.4%
1,401,640 " 1,733561 (331.921) {19.1%) 14,387,364 13,805.402 581.962 4.2%
2,488,002 83,395 2,404,608 2883.4% 5,794,958 . 1,085,662 4,709,296 433.8%
Q 4,184 (4,184) (103.0%) o 26,192 (26,192) (100.0%)

0 ] ] - 0 0 0 -
132,864 172,622 (39,757 (23.0%) 1,505,456 1,350,323 155,133 11.5%
641,203 753.82‘7 (112,624) 14.9%) 9,768,651 8,951,053 817,599 9.1%
(1,24%,178) (1.077.559) (153.613) 152% 3,497,860 3,889,202 (391,342) (10.2%)
13,567 60.070 {46,503) (77.4%) 74,509 601,923 (527.414) (87.6%)
6,551,546 7,357 595 {806,050) (11.0%) 67,942.714 63,912.766 4,029,947 6.35%

State Contralles's Qttice

Yvac-8a-434
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Economic Assumptions






Maine Consensus Economic Forecasting Commission

Forecast of Feb. 4, 2000

History Forecast
1994 1995 1996 1997 1998 1899 2000 2001 2002 2003

Rate or Annual Growth Rate
CPl-u 2.6% 2.8% 3.0% 2.3% 1.6% 2.2% 2.5% 2.5% 25% 2.5%
Me. Unemployment Rate 14% §.7% 5.1% 5.4% 43% 3.8% 4.0% 4.0% 4,0% 4.0%
3-Month Treasury Bill Rate 4.3% 5.5% 5.0% 54% 4.8% 4.7% 55% 5.5% 5.5% 55%
10-Year Treasury Note Rate 114% 6.6% 64% 6.4% 5.3% 5.6% 6.5% 6.5% 6.5% 6.5%
Maine Agricultural Empi.(1,000's) NA. 14.0 14.0 14.0 NA, 14.0 14.0 14.0 14.0 14.0

Employment Levels (1,000's)
Maine Wage & Salary Employment §31.6 §38.2 5425 §53.7 §69.6 §84.2 594.1 601.9 609.7 6176
Mining 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1
Construction 21.0 217 232 233 248 26.8 265 27.6 285 293
Manufacturing 914 91.1 88.3 87.8 86.9 854 844 84.0 83.5 83.1
Transp/Commun./Publ. Utils. 22,6 22.3 226 234 236 243 249 252 254 255
Wholesale Trade 239 2541 258 26.0 26.7 271 276 28.1 287 291
Retail Trade 1104 1119 114 1134 116.3 119.5 1214 1234 1256 128.0
FIRE 26.3 26.0 27,0 284 29.8 30.9 316 31.9 320 322
Services 1416 146.8 1511 158.7 167.8 176.0 183.0 186.2 190.1 194.1
Government 94.1 93.2 92,8 93.0 93.6 94.1 94.7 95.3 957 96.2

Annual Growth Rates
Maine Wage & Salary Employment 2.3% 1.2% 0.8% 2.1% 2.9% 2.6% 1.7% 1.3% 13% 1.3%
Mining 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Construction 0.6% 3.0% 7.0% 0.5% 6.5% 8.1% 1.4% 4.2% 3.3% 28%
Manufacturing ‘ 0.6% V4% -3.0% 0.6% -1.0% -1.8% “12% 0.5% 0.5% 0.5%
Transp/Commun./Publ. Utils. 1.9% “14% 1.5% 2.2% 1.9% 2.9% 2.5% 1.2% 0.8% 04%
Wholesale Trade 2.9% 4.8% 2.9% 0.6% 3.0% 1.5% 1.8% 1.8% 21% 14%
Retail Trade 3.2% 14% 4% 1.8% 2.6% 2.7% 1.6% 1.6% 1.8% 1.9%
FIRE 2.8% 1.1% 3.8% 5.2% 4.6% 3.7% 22% 1.0% 0.3% 0.6%
Services 5.6% 371% 3.0% 5.0% 5.7% 4.9% 4.0% 1.7% 241% 2.4%
Government “1.3% “1.0% 04% 0.2% 0.7%, 0.5% 0.6% 0.7% 04% 0.5%

Million $ - at Seas. Adjusted Annual Rates
Personal income 23698.5 24658.0 259343 27242.8 28619.5 30050.5 31553.0 330675 34654.8 363875
Wage and salary disbursements 124193 12929.5 13460.0 143283 15272.8 161672 171333 18154.1 19250.7 204134
Other labor income 1529.3 1506.0 1502.5 1518.3 15440 15927 1640.8 1686.4 17327 1783.0
Non-farm Proprietors' income 1863.5 1945.0 2021.0 2107.3 2256.8 2343.9 2461.1 2579.3 2703.1 28382
plus: Dividends, interest, and rent 4000.8 4197.3 4563.3 47115 4789.8 4958.3 5080.0 5224.7 5319.5 5458.1
plus: Transfer payments 4762.8 50345 5335.8 5613.0 5814.8 6070.2 63422 6613.5 6896.3 7204.7
less: Personal contrb. for social insur 1098.8 1167.8 1208.8 1281.3 1348.8 14424 15145 1620.3 17327 18194
plus: Adjustment for residence 162.3 201.0 224.8 254.0 280.3 300.5 3474 363.7 4159 436.7
Farm Income 122.3 84.0 1108 615 9.3 84.1 82.0 794 76.2 728

Annual Growth Rates
Personal income 3.8% 4.0% 5.2% 5.0% 5.1% 5.0% 5.0% 4.8% 48% 5.0%
Wage and salary disbursements 3.7% 4.1% 41% 6.5% 6.6% 5.9% 6.0% 6.0% 6.0% 6.0%
Other labor income 5.5% -1.5% 0.2% 1.0% 1.7% 3.2% 3.0% 2.8% 2.7% 2.9%
Non-farm Proprietors’ income 64% 4.4% 3.9% 4.3% 11% 3.9% 5.0% 4.8% 4.8% 5.0%
plus: Dividends, interest, and rent 16% 4.9% 8.7% 34% 1.5% 3.5% 2.5% 2.8% 18% 2.6%
plus: Transfer payments 4.2% 5.7% 6.0% 5.2% 3.6% 44% 4.5% 4.3% 4.3% 4.5%
less: Personal contrb. for social insur 64% 6.3% 3.5% 6.0% 5.3% 6.9% 5.0% 7.0% 6.9% 5.0%
plus: Adjustment for residence 27.0% 23.9% 11.8% 13.0% 10.3% 1.2% 155% 4.8% 14.3% 5.0%
Farm Income -19.2% -31.3% 31.8% -44.5% 484% -1.8% -2.5% -3.2% 4.0% 4.5%

R:A\CEFC\CEFC0200.123

(income adjustments in R:\Revenues\incforc0200.123)







Sales & Use Tax






02/15/0001:05:07 PM

Maine Revenue Services
Taxable Sales by Sector
In Thousands of Dollars

Dec'99 % Ch. Dec'98 % Ch. Dec'97 Average Moving Total
Last 3 Mos. Last 12 Mos.
Vs. Last Yr. Vs. Prior
% Change % Change
Building Supply $141,614 18%  $120,464 25% $96,558 14% 15%
Food Store . $120,126 5%  $114,660 5% $109,516 6% 5%
General Merchandise $326,559 6%  $308,607 7%  $287,267 6% 6%
Other Retail $182,557 2% $178,609 2% $175,403 2% 5%
Auto/Transportation $234,613 13% $207,496 15% $179,918 1% 12%
Restaurant/lodging $116,435 3%  $113,028 11%  $101,683 5% 7%
Consumer Sales $1,121,904 8% $1,042,863  10% $950,345 7% 8%
Business Operating $187,061 5% $178,959 21% $148,395 2% 15%
Totai '$1,308,965 7% $1,221,822 11% $1,098,740 7% 9%
Utilities $98,779 40% $70,551 -26% $94,828

Total includihg Utilities $1,407,744 9% $1,292,373 8% $1,193,568
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Food Store Taxable Sales
12 Month Moving Total June 1993 to Date
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General Merchandise Taxable Sales

12 Month Moving Total June 1993 to Date
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Business Operating Taxable Sales
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| Sales & Use Tax Revenue
YTD FY'00 Actual Budget & FY'99 Actual
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Maine Revenue Services
Sales & Use Tax Revenue
For comparison purposes FY'98 actuals include $15 Miliion that was set aside for reserves.

Month FY'00 Actual FY'00 Budget FY'99 Actual* FY'98 Actual FY'00 Actual  FY'00 Budget FY'00 Actual FY'99 Actual
vs. Budget vs. FY'99 Actual vs. FY'99 Actual vs. FY'98 Actual
Jul $77,293,490 $77,293,491 $67,673,847 $77,865,764 -0.0% 14.2% 14.2% “13.1%
Aug $38,767,209 $38,767,209 $31,435,254 $75,228,808 0.0% 23.3% 23.3% -58.2%
Sep $57,806,856 $57,806,856 $74,502,286 $76,218,759 0.0% -22.4% -22.4% -2.3%
Oct $75,842,595 $75,842,595 $69,984,970 $71,759,721 0.0% 8.4% 8.4% -2.5%
Nov $69,253,992 $69,217,150 $58,498,537 $57,998,903 0.1% 18.3% 18.4% 0.9%
Dec $64,544,974 $71,279,002 $74,205,371 $75,442,376 -9.4% -3.9% -13.0% -1.6%
Jan $80,415,307 $76,941,840 $62,689,948 $65,135,982 4.5% 22.7% 28.3% -3.8%
Feb $53,003,612 $52,208,866 $46,772,208 1.5% 11.6%
Mar $56,743,761 $57,564,446 $59,291,984 -1.4% -2.9%
Apr $57,529,081 $58,427,197 $55,361,556 -1.5% 5.5%
May $68,826,690 $63,512,937 $65,661,244 8.4% -3.3%
Jun $141,648,713 $121,023,224 $122,018,376 17.0% -0.8%
Total $463,924,423 $844,900,000 $791,726,883 $848,755,682 6.7% -6.7%
YTD Jan $463,924,423 $467,148,143 $438,990,213 $499,650,313 -0.7% 6.4% 5.7% “12.1%

T o T S S et o S S S S e o S A S S o S e P P e e S S S e . S P58 S A S 5 A e Sl i St el i i T D S S U WS e

*FY'99 actuals do not include $22.6 million transferred to the Maine Rainy Day Fund/Sales Tax Reserve.

Prepared by Maine Revenue Services Research Division. 02/09/00



Sales & Use Tax: Baseline Forecast FY00 - FY03

[ Fres FY99 Biennium FY00 FY01 Biennium FY02 Fyos
Actuals & November, 1999 Forecast /1 $833,755,683 $791,726,882 $1,625,482,565 | $844,900,000 $822,700,000 $1,667,600,000 | $863,500,000 $908,900,000
Growth Rate -5.0% 6.7% -2.6% 2.6% 5.0% 5.3%
Technical Adjustments to Prior Forecast /2 $0 $0 $0 $0 $0 $0 $0 $0
Economic Assumptions /3 $0 $0 $0 $1,400,000 $2,220,000 $3,620,000 $81,000 $8.000
Enacted Legisiation /4 $0 $0 $0 $0 %0 %0 $0 $0
Total Adjustments to Prior Forecast $0 $0 $0 $1,400,000 $2,220,000 $3,620,000 $81,000 $8,000
New Forecast $833,755,683 $791,726,882 $1,625,482,565 | $846,300,000 $824,920,000 $1,671,220,000 | $863,581,000 $908,908,000
Growth Rate -5.0% 6.9% -2.5% 2.8% 4.7% 5.2%

1/ November, 1999 forecast with FY98 and FY99 actuals. FY99 includes the revenue transferred to the Maine Rainy Day Fund and Sales Tax Reserve.

2/ Technical adjustments refer to all changes in the forecast that are not related to changes from new economic assumptions. Examples of technical changes may
be new data, mode! updates and changes, and court cases that affect revenues.

3/ This line shows the incremental change in baseline revenues as a result of 8 new economic forecast.

4/ This line shows the incremental change in baseline revenues as a result of legislation passed by the 119th Legislature

Maine Revenue Services
Research Division
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Maine Revenue Services
Individual Income Tax Revenue

FY'98 Actual

$59,756,255
$32,276,745
$83,693,251
$65,467,941
$61,456,450
$78,141,707
$113,603,842
$37,398,751
$42,695,181
$78,094,468
$129,923,729
$125,472,738

FY'00 Actual
vs. Budget

-14.1%

15.3%

0.9%

2.1%

-4.3%

6.0%

12.9%
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FY'00 Actual FY'00 Budget FY'99 Actual
Jul $54,316,169 $63,221,678 $58,827,308
Aug $46,470,040 $40,294,342 $28,718,303
Sep $100,597,688 $99,731,538 $93,476,497
Oct $72,588,985 $71,085,803 $61,672,182
Nov $77,304,291 $80,763,211 $74,179,495
Dec $86,224,827 $81,374,066 $80,328,585
Jan $145,910,800 $129,236,850 $143,159,737
Feb $58,636,403 $50,755,498
Mar $28,134,537 $24,738,255
Apr $168,169,508 $156,997,571
May $101,862,450 $103,351,381
Jun $143,367,533 $128,252,345
Total $583,412,800 $1,065,877,919  $1,004,457,157
YTD Jan $583,412,800 $565,707,488 $540,362,107

FY'00 Budget FY'00 Actual FY'99 Actual

vs. FY'99 Actual vs. FY'99 Actual vs. FY'98 Actual
7.5% 1.7% -1.6%

40.3% 61.8% -11.0%

6.7% 7.6% 11.7%

15.3% 17.7% -5.8%

8.9% 4.2% 20.7%

1.3% 7.3% 2.8%

9.7% 1.9% 26.0%

15.5% 35.7%

13.7% 421%

71% 101.0%

-1.4% -20.5%

11.8% 2.2%

6.1% -41.9% 10.6%

4.7% 8.0% 9.3%
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Maine Revenue Services

Individual Income Tax Withholding,

FY'00 FY'99
Jul $57,480,363  $59,340,551
Aug $69,102,306  $64,184,769
Sep $51,578,863  $46,017,116
Oct $62,981,291  $57,397,358
Nov $77,276,766  $66,480,364
Dec $66,352,885  $54,385,096
Jan $71,635,561  $63,816,906
Feb $72,495,906
Mar $54,623,638
Apr $62,855,545
May $58,989,357
Jun $53,996,722
Year-To-Date
1040 Withholding
FY'00 FY'99

Jul $57,480,363  $59,340,551
Aug $126,582,669 $123,525,320
Sep $178,161,532 $169,542,436
Oct $241,142,823 $226,939,794
Nov $318,419,589 $293,420,158
Dec $384,772,474 $347,805,254
Jan $456,408,035 $411,622,160
Feb $484,118,066
Mar $538,741,704
Apr $601,597,249
May $660,586,606
Jun $714,583,328

1040 Withholding

Growth Rate

-3.1%

1.7%
12.1%

9.7%
16.2%
22.0%
12.3%

Growth Rate

-3.1%
2.5%
5.1%
6.3%
8.5%

10.6%

10.9%

Prepared bv. Maine Revenue Services Research Division. 02/09/00

1040 Estimated Payments
FY'00 FY'99

$2,615,116 $2,125,362
$2,651,269 $2,294,421
$45,511,884  $41,174,800
$3,384,618 $2,581,499
$1,890,727 $1,529,931
$20,396,768  $21,217,198
$67,396,258  $77,678,239
$1,419,291
$2,062,140
$28,521,350
$1,537,541
$42,519,095

1040 Estimated Payments

FY'00 FY'99

$2,615,116 $2,125,362
$5,266,385 $4,419,783
$50,778,269  $45,594,583
$54,162,887  $48,176,082
$56,053,614  $49,706,013
$76,450,382  $70,923,211
$143,846,640 $148,601,450
$150,020,741
$152,082,881
$180,604,231
$182,141,772
$224,660,867

Estimated Payments and Final Payments

Growth Rate

23.0%
15.6%
10.5%
31.1%
23.6%
-3.9%
-13.2%

Growth Rate

23.0%
19.2%
11.4%
12.4%
12.8%

7.8%
-3.2%

1040 Final Payments
FY'00 FY'99

$3,277,640 $3,505,428

$4,228,872 $4,477,480

$3,395,808 $3,219,032

$4,915,710 $2,464,585

$1,899,959 $3,974,524
$2,574,896 $2,639,271

$1,969,834 $1,964,027

$2,868,627

$10,057,752

$83,096,629

$51,946,612.

$4,688,647

1040 Final Payments
FY'00 FY'99

$3,277,640 $3,505,428

$7,506,512 $7,982,908

$10,902,320  $11,201,940

$15,818,030  $13,666,525

$17,717,989  $17,641,049

$20,292,885  $20,280,320

$22,262,719  $22,244,347

$25,112,974

$35,170,726

$118,267,355

$170,213,967

$174,902,614

Growth Rate

-6.5%
-5.6%
5.5%
99.5%
-52.2%
~2.4%
0.3%

Growth Rate

-6.5%
-6.0%
«2.7%
15.7%
0.4%
0.1%
0.1%
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Maine Revenue Services

Individual Income Tax Refunds

Jul
Aug
Sep
Oct
Nov
Dec
Jan
Feb
Mar
Apr
May
Jun

Prepared bv Maine Revenue Services Research Division. 02/09/00

Month

FY'00 Actual

$6,895,322
$3,184,468
$3,191,971
$1,931,094

$752,963
$2,219,777
$5,278,370

FY'00 Budget

$6,900,000
$3,180,000
$3,190,000
$1,930,000
$2,136,394
$1,209,648
$3,131,426
$26,343,888
$43,308,219
$21,193,130
$11,301,335
$12,079,377

FY'99 Actual

$5,680,209
$1,622,240
$822,488
$3,045,105
$2,190,163
$1,240,202
$3.206,648
$28,034,492
$45,417,588
$22,754,658
$12,609,288
$12,689,506

Year-To-Date

FY'00 Actual

$6,895,322
$10,079,790
$13,271,761
$15,202,855
$15,955,818
$18,175,595
$23,453,965

FY'00 Budget

$6,900,000
$10,080,000
$13,270,000
$15,200,000
$17,336,394
$18,546,042
$21,677,468
$48,021,356
$91,329,575
$112,522,705
$123,824,040
$135,903,417

FY'99 Actual

$5,680,209
$7,302,449
$8,124,937

- $11,170,042
$13,360,206
$14,600,408
$17,807,056
$45,841,548
$91,259,136
$114,013,794
$126,623,082
$139,312,589

.Growth Rate

21%
38%
63%
36%
19%
24%
32%



Individual Income Tax: Baseline Forecast FY00 - FY03

FYS8

FYS9

Biennium

FY00

FY01

Biennium

FY02

FY03

Biennium__ |

.

Actuals & November, 1999 Forecast /1

$907,981,058

$1,004,457,157

$1,912,438,215

$1,065,877,919

$1,134,598,509

$2,200,476,428

$1,215,164,491

$1,301,346,551

$2,516,511,042

Growth Rate 10.6% 6.1% 6.4% 15.1% 7.1% 7.1% 14.4%
Technical Adjustments to Prior Forecast /2 $0 $0 $0 $23,850,000 $19,591,038 $43,441,038 $23,328,360 $26,099,558 $49,427,917

TY1999 Withholding /3 $0 $0 $u, $5,670,000 $500,043 $6,170,043 $1,711,283 $3,019,702 $4,730,985

TY 1999 Estimated Payments /4 $0 $0 $0 $18,10U,u0y $19,090,995 $37,270,995 $21,617,077 $23,079,856 $44,696,933
New Economic Assumptions /5 $0 $0 $0 $2,910,000 $8,344,347 $11,254,347 $5,308,263 $4,636, 154 $9,044 417
Adjustment to 2000 Withholding /6 $0 $0 $0 $6,000,000 ($6,000,000) $0 $0 $0 $0
Total Adjustments to Prior Forecast $0 $0 $0 $32,760,000 $21,935,385 $54,695,385 $28,636,623 $30,735,712 $59,372,335

New Forecast

Growth Rate

$907,981,058

17.5%

$1,004,457,157

10.6%

$1,912,438,215

$1,098,637,919

9.4%

$1,156,533,894

53%

$2,255,171,813

17.9%

$1,243,801,114

7.5%

$1,332,082,263

71%

$2,575,883,377

14.2%

1/ November, 1999 forecast with FY98 and FY99 actuais.

2/ Technical adjustments refer to all changes in the forecast that are not related to changes from new economic assumptions. Examples of technical changes may
be new data, model updates and changes, and court cases that affect revenues.

3/ Reflects upward adjustments to withholding to match actual revenues associated with tax year 1999.

4/ Reflects upward adjustments to estimated payments to match actual revenues associated with tax year 1999.

5/ This line shows the incremental change in baseline revenues as a resuit of the new economic forecast released by the Consensus Economic Forecasting Committee on February 4, 2000.

6/ Increases January, 2000 withholding to produce estimated withholding revenues consistent with actual experience.

Maine Revenue Services
Research Division
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Maine Revenue Services
Corporate Income Tax Revenue

FY'00 Actual

$3,321,499
($9,205,311)
$39,738,669
$7,768,805
$1,681,339
$35,040,088
$1,238,715

FY'00 Budget

$3,321,499

($9,205,311)

$39,738,669
$7,768,805
$1,770,000
$34,710,000
$2,090,000
$2,700,000
$20,300,000
$13,620,000
$3,700,000
$21,351,983

FY'99 Actual

$5,926,964
$3,022,705
$20,007,234
$5,046,837
$1,413,369
$14,188,932
$1,256,992
$934,041
$18,933,428
$12,710,994
$2,023,134
$59,478,121

FY'98 Actual

$10,274,400
$4,655,609
$22,751,024
$3,131,856
$2,877,020
$8,239,129
$3,413,861
$3,084,444
$15,222,464
$9,230,972
$3,521,620
$20,973,087

FY'00 Actual
vs. Budget

0.0%

0.0%

0.0%

0.0%

-5.0%

1.0%

-40.7%

FY'00 Budget
vs. FY'99 Actual
-44.0%
-404.5%
98.6%
53.9%
25.2%
144.6%
66.3%
189.1%
7.2%
7.2%
82.9%

FY'00 Actual
vs. FY'99 Actual
-44.0%
-404.5%
98.6%
53.9%
19.0%
147.0%
-1.5%

FY'99 Actual

vs. FY'98 Actual
-42.3%

-35.1%

12.1%

61.1%

-50.9%

72.2%

-63.2%

-69.7%

24.4%

37.7%

-42.6%
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Maine Revenue Services
Corporate Income Tax Estimated Payments

Jul
Aug
Sept
Oct
Nov
Dec
Jan
Feb
Mar
Apr
May
Jun

Month
FY'00

$2,813,386
$1,458,405
$36,763,603
$3,859,183
$1,084,852
$41,243,714
$2,627,529

FY'99
$5,264,153
$1,468,434

$19,328,687
$2,903,813
$1,980,871

$16,363,319
$4,215,947
$793,552
$6,230,662
$10,909,571
$2,667,748
$51,635,605

Growth Rate
-46.6%
-0.7%
90.2%
32.9%
-45.2%
152.0%
37.7%

Corporate Income Tax Final Payments and Back Taxes

Jul
Aug
Sept
Oct
Nov
Dec
Jan
Feb
Mar
Apr
May
Jun

Month
FY'00

$1,100,009
$1,456,822
$4,268,371
$4,350,297
$2,343,265
$2,255,172
$2,265,565

FY'99
$888,923
$1,735,107
$1,646,036
$2,781,185
$1,143,212
$3,951,183
$1,191,776
$1,239,084
$13,677,478
$5,328,047
$1,430,302
$7,922,062

Growth Rate
23.7%
-16.0%
159.3%
56.4%
105.0%
-42.9%
90.1%

Prepared hv Maine Revenue Services Research Division. 02/09/00

Year-To-Date

FY'00
$2,813,386
$4,271,791

. $41,035,394

$44,894,577
$45,979,429
$87,223,143
$89,850,672

Year-To-Date

FY'00
$1,100,009
$2,556,831
$6,825,202

$11,175,499
$13,518,764
$15,773,936
$18,039,501

FY'99
$5,264,153
$6,732,587

$26,061,274

$28,965,087
$30,945,958
$47,309,277
$51,525,224
$52,318,776
$58,549,438
$69,459,009
$72,126,757
$123,762,362

FY'99
$888,923
$2,624,030
$4,270,066
$7,051,251
$8,194,463
$12,145,646
$13,337,422
$14,576,506
$28,253,984
$33,582,031
$35,012,333
$42,934,395

Growth Rate
-46.6%
-36.6%
57.5%
55.0%
48.6%
84.4%
74.4%

Growth Rate
23.7%
-2.6%
59.8%
58.5%
65.0%
29.9%
35.3%
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Maine Revenue Services
Corporate Income Tax Refunds

FY'99 Actual

Year-to-Date

FY'00 Actual

Month
FY'00 Actual FY'00 Budget
Jul $99,090 $124,437
Aug $12,433,299 $12,433,299
Sep $1,286,522 $1,879,696
Oct $429,288 $1,085,852
Nov $1,751,376 $2,259,597
Dec $8,601,300 $7,098,530
Jan $3,583,376 $4,900,797
Feb $193,772
Mar $948,861
Apr $3,773,131
May $2,611,358
Jun $81,903

$222,049
$394,390
$946,371
$705,400
$1,784,368
$6,109,541

$4,150,357

$758,916
$1,038,450
$3,521,310
$1,974,665
$281,913

Prepared bv Maine Revenue Services Research Division. 02/09/00

$99,090
$12,532,389
$13,818,911
$14,248,199

$15,999,575

$24,600,875
$28,184,251

FY'00 Budget

$124,437

- $12,557,736

$14,437,432
$15,523,284
$17,782,881

$24,881,411 -

$29,782,208
$29,975,980
$30,924,841
$34,697,972
$37,309,330
$37,391,233

FY'99 Actual

$222,049
$616,439
$1,562,810
$2,268,209
$4,052,578
$10,162,119
$14,312,476
$15,071,392
$16,109,841
$19,631,151
$21,605,816
$21,887,729

Growth Rate

-55%
1933%
784%
528%
295%
142%
97%






Estate Tax
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DEATH AND TAXES: Estate and gift tax
revenues soar, exceeding earlier forecasts.

President Clinton’s new budget shows
estate and gift tax revenues totaled a record
$27.8 billion in the year ended Sept. 30, 1999.
That was up sharply from §$24.1 billion the
previous year and more than double the
$12.6 billion collected in 1993. These results
are far above the administration's previous
forecasts. For example, only two years ago,
the administration projected 1999 revenue of
about $20.5 billion — roughly $7 billion less
than ultimately collected.

These large gains primarily reflect soar-
ing prices of stocks, real estate and art in
recent -years, says Joshua Rubenstein, a
lawyer at Rosenman & Colin in New York.
The Treasury projects further sharp reve-
nue increases in coming years, even though
the basic estate and gift tax exclusion, now
$675,000, is scheduled to rise in stages to $1
million by 2006. GOP leaders are pressing for
more *‘death tax" relief. Yet less than 2%.of
Americans who die each year leave estates
large enough to be subject to the tax,

THE OUTLOOK BRIGHTENS for state-
tax cuts this year, a survey says. .

The economy’s continued strength bodes
well for widespread state-tax reductions,
says a new report by Nicholas W, Jenny and
Donald J. Boyd of the Center for the Study of
the States. Early reports show many states
are collecting more revenue than projected,
says the center, a.unit of the Nelson A.
Rockefeller Institute of Government in Al-
bany, N.Y. Also, it is an election year for
many state legislators and governors.

-‘Among the states whose financial outlook
has markedly improved is California, the
report says. Last year, 19 states approved
“significant’ reductions, and many more
states enacted smaller cuts, it says. Among
the biggest tax cutters was Minnesota, led
by Gov. Jesse Ventura.

Tax increases last year were '‘few
and minor,” the report adds.

SIMPLIFY: Sen. Daniel Patrick Moyni-
han, a New York Democrat, calls for a
national commission to simplify tax laws.
He says it is common in the last hours of a
Congress for the White House and law-
makexs to agree on a ‘'1,200-page monster,
we vote for it; nobody knows what isinit.”

CORPORATE INCOME TAXES repre-
sented only 10.1% of U.S. government re-,
ceipts in fiscal 1999. That was down from 11%

rding to the president's budget.
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Estate Tax: General Fund Baseline Forecast FY00 - FY03

FY98 FY99 Biennium FYO00 FYO01 Biennium FY02 FYO03 Biennium f

Actuals & November, 1999 Forecast /1 $34,335,598 $29,768,114 $64,103,712| $23,725,651 $25,045221 $48,770,872| $25,691,578 $26,357,325 $52,048,903
Growth Rate -13.3% -20.3% 5.6% -23.9% 2.6% 2.6% 6.7%
Technical Adjustments to Prior Forecast /2 $0 $0 $0| $15,000,000 $7,500,000 $22,500,000f $8,500,000 $9,550,000 $18,050,000
(i} Revenues Through February /3 $0 $0 $0| $15,000,000 $7,500,000 $22,500,000| $8,500,000 $9,550,000 $18,050,000

Enacted Legislation /4 $0 $0 $0 $0 $960,000 $960,000 $988,800 $1,018,464  $2,007,264
Total Adjustments to Prior Forecast $0 $0 $0| $15,000,000 $8,460,000 $23,460,000] $9,488,800 $10,568,464 $20,057,264
New Forecast $34,335,598 $29,768,114 $64,103,712| $38,725,651 $33,505,221 $72,230,872; $35,180,378 $36,925,789 $72,106,167
Growth Rate -13.3% 30.1% -13.5% 12.7% 5.0% 5.0% -0.2%

1/ November, 1999 forecast with FY98 and FY99 actuals.

2/ Technical adjustments refer to all changes in the forecast that are not related to changes from new economic assumptions. Examples of technical changes may be new data,
model updates and changes, and court cases that affect revenues.

3/ This line reflects a surplus through October that is not expected to erode over the remainder of the fiscal year.

4/ This line shows the incremental change in baseline revenues as a result of legislation passed by the 119th Legislature

Maine Revenue Services
Research Division

17-Feb-00



APPENDIX C

General Fund Investment Earnings Projection
for FY2000 and FY 2001
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General Fund Investment Earnings Projection for FY 2000 and FY 2001

EY 2000
1st 6 months (actual) 8,622,963 with additiopal 2,531,666 to Rainy Day Fd
Last 6 months (projected) 12,016,037
20,638,000
1) assumes that in last 6 months the available balances will increase by 8.6546% over the 1st 6 months
as occurred in FY 1999, That is a 19+% increase in available balances over FY 1999,
2) assumes Rainy Day Fd stays at its cap of $134,227,396 for remainder of FY 2000 and all related
earnings are credited to the Gen Fd.
3) assumes 5.8% average interest rate over last 6 months (Jan through June 2000)
EY 2001
12 months projected 23,926,086 with nothing to Rainy Day from earnings

1) assumes Rainy Day cap is not raised and all related earnings are credited to the Gen Fd.
2) assumes that extra revenues become extra expenditures if cap is not raised.

3) assumaes same average balances are available in FY 2001 as were projected in FY 2000,
4) assumes 6.0% average interest rate for year.

Alternative FY 2001
12 months projected 15,872,442 with additional 8,053,644 to Rainy Day plus 6% of anything over 134,227,396

1) assumes Rainy Day cap is raised to either 7% or 10% of revenues and surplus dollars are
not great enough at the end of FY 2000 to allow any Rainy Day earnings to go to the Gen Fd
during FY 2001.

2) same as assumptions 3 and 4 above.

TOTAL P.B2






APPENDIX D

Fiscal Year 2000 and Fiscal Year 2001
Tobacco Settlement Payments






STATE OF MAINE

OFFICE OF THE TREASURER

39 STATE HOUSE STATION
AUGUSTA, MAINE
04333-0039

DALE MCCORMICK MARC A.CYR
TREASURER OF STATE DEPUTY TREASURER OF STATE

Fiscal Year 2000 and Fiscal Year 2001

Tobacco Settlement Payments

Date of Pymt Amount of Pymt (actual or estimated)
12/14/99 $18,995,496.82 (actual - received 12/14/99)
01/10/00 $16,545,959.59 (actual - received 12/31/99)
04/15/00 $27,548,352.00 (estimated)*

01/10/01 $16,947,371.00 (estimated)*
04/15/01 $30,911,299.00 (estimated)*

Estimated Total for
Fiscal Year 2000 & FY 2001  $110,948,478.41

» Maine’s January and April payments during FY 2000 and FY 2001 are subject to one
major adjustment: the volume adjustment.

« While not finally determined at this time, the volume adjustment for FY 2000 appears
to be within 1% of the original Moody’s projections. (Moody’s predicted a 12.00%
decline in domestic shipments from the base year of 1997. Experience through the end
of October 1999 indicates that the actual number may be a 13% decline).

* Moody’s projected that in FY 2001 the volume adjustment will decrease by an
additional 2.00%.

» Moody’s model, which is conservative, has been the most accurate thus far and it would
be prudent to continue following their projections for FY 2000 and FY 2001, especially
considering each year’s volume adjustment must take into consideration the previous
year’s adjustment.

*Estimated payments: for FY 2000 (base payment + 3% upward inflation adjustment - 12.00% downward volume adjustment.

for FY 2001 (base payment + 3% upward inflation adjustment - 2.00% downward volume adjustment.

PHONE: (207) 287-2771 (Voice) e-mail: state.treasurer@state.me.us FAX: (207) 287-2367



STATE OF MAINE

OFFICE OF THE TREASURER

39 STATE HOUSE STATION
AUGUSTA, MAINE -
04333-0039

DALE MCCORMICK MARC A CYR
TREASURER OF STATE DEPUTY TREASURER OF STATE
Flow of Tobacco Settlement
Payments

Participating Manufacturers
(PM’s)

Tobacco Settlement
Payments (TSP’s)

to the State of Maine
in the Current Biennium

Date of Pymt Amount of Pymt (actual or estimated)
12/14/99 $18,995,496.82 (actual - received 12/14/99)
01/10/00 $16,545,959.59 (actual - received 12/31/99)
04/15/00 $27,548,352.00 (estimated)

01/10/01 $16,947,371.00 (estimated)
04/15/01 $30,911,299.00 (estimated)

Fund for a Healthy Maine Trust Fund for a Healthy Maine

(90% of TSP allocated to this fund) ' (10% of TSP deposited into Trust)
12/14/99 $17,095,947.14 12/14/99 $1,899,549.68
01/10/00  $14,891,363.63 01/10/00  $1,654,595.96
04/15/00 $24,793,516.80 04/15/00 $2.,754,835.20
01/10/01 $15,252,633.90 01/10/01 $1.694.737.10
04/15/01 $27.820.169.10 04/15/01 $3.091.129.90
Available for

Allocationin ~ $99,853,630.57

Current Biennium

PHONE: (207) 287-2771 (Voice) e-mail: slate.treasurer@state.me.us FAX: (207) 287-2367



STATE OF MAINE
DEPARTMENT OF ATTORNEY GENERAL

MEMORANDUM

TO: The Honorable Angus S. King, Jr, Commissioner Kevin Concannon, The
Honorable G. Steven Rowe, The Honorable Mark W. Lawrence, Senate
Majority Leader Chellie Pingree, Senate Republican Leader Jane A. Amero,
House Majority Leader Michael V. Saxl, House Republican Leader Thomas
W. Murphy, Jr., The Honorable Michael Michaud, The Honorable Elizabeth
Townsend, and Treasurer Dale McCormick

FROM:  Andrew Ketterer, Attorney General
DATE:  January 6, 2000

SUBJECT:  Tobacco Update

RRAANN I Aebordcietdedededokedrie dedoheioiririeidokdehdoiriedeveiess Setele bk AR A AR R R ATk s sieied Aok A Ak A Ak A A Arie Aok sedniedninl iAot A A Ao Adekodode

I am writing to provide an update of tobacco related issues regarding the Master
Settlement Agreement.

As you are all aware, on December 14, 1999, the State of Maine received its first
initial payment of almost $19 million, which represented the 1998 payment. As you
know, no payment was to be forthcoming in 1999, with payments resuming in 2000. That
payment was subject to no adjustments, other than a deduction with respect to potential
tax liability. All settling states saw an IRS deduction from their first payment.
Approximately $90,000 was deducted from Maine’s payment for the IRS. All the settling
states, including Maine, are presently working to obtain a ruling from the IRS that there
should be no withholding, and, if successful, that amount will be returned to Maine.
Until that matter is resolved, the IRS deduction will be taken from each payment.

Over the next four years (2000, 2001, 2002, 2003), Maine will receive two payments
each year: the first payment in January and a second payment in April. In 2004 and each
year thereafter, Maine will receive one annual payment. The January, 2000 payment was
received early, with a disbursal of approximately $16.5 million on or about December 31,
1999. That disbursal was subject to the IRS withholding and certain other adjustments, as
will all future payments, as hereinafter described.

The January payments for 2000, 2001, 2002 and 2003 are subject to one major
adjustment, being the volume adjustment. With the 1997 year as the base period, any
upward or downward change in the volume of cigarettes that are shipped is reflected in
the payment. Thus, for the January, 2000, payment, which has already been received, the
base amount, assuming no change in volume from 1997, was approximately $19 million.
However, due to the decrease in the volume of cigarettes shipped in 1999, the base
payment was downwardly adjusted to approximately $16.5 million. The 13% decreasc
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was arrived at by agreement because the last two months of 1999 figures were not in.
Any small adjustment to reflect the actual figure for those two months will be reflected in
the April, 2000 payment. The base January payments range from $19 million in 2000 to
$20.7 million in 2003, with each payment subject to volume adjustment.

The April payments, which continue in perpetuity, are effected by a number of
additional adjustments. For the years 2000-2003, the April base payment ranges from
$30.3 million to $43.7 million. In 2004, the January payment ceases, and is consolidated
into.the April annual payment. Therefore, for example, for the years 2004-2007, the base
payment each year is $53.8 million. In 2008, the April annual payment increases slightly
to $54.9 million. For the years 2008-2017, Maine receives an additional $11.4 million each
year out of the Strategic Contribution Fund - for a total each year of $66.4 million. The
Strategic Contribution Fund payments continue for ten years, and reflect the contribution
made by this office to the overall settlement.

As indicated, all of the April payments are subject to adjustments. In particular,
there is an upward adjustment for inflation. The base payment amount is increased by
the rate of inflation or 3%, whichever is greater. These April payments arealso adjusted
by volume, as described above, as well as the non-participating manufacturer adjustment.
The latter is reflective of any market share lost by those manufacturers participating in the
settlement to non-participating manufacturers. This adjustment kicks in after a loss of 2%
of market share and is potentially great. However, a state is generally immune from that
adjustment if it enacts and enforces the tobacco manufacturers escrow statute. Maine has
enacted such a statute (22 M.RS.A. §§ 1580-G, et seq.), and we are in the process of seeking
to enforce it. It calls for non-participating manufacturers to put amounts in escrow
accounts in order to pay for potential future tobacco claims against them. We may expect
enforcement actions in the spring against non-participating manufacturers who do not
wish to abide by the statute, with potential constitutional challenges to the statute. If the
statute is struck down, there can be up to a 65% decrease in Maine’s payments.

Thus, the April payments likely will be upwardly adjusted for inflation, almost
certainly downwardly adjusted for volume, and potentially downwardly adjusted due to
a shift to non-participating manufacturers market share. The April payment for 2000 is
scheduled to be $30 million and we expect that that will be upwardly adjusted by 3%and
then downwardly adjusted by at least 13%. Further, again, all of the disbursements will
be subject to some tax deductions until the matter with the IRS has been resolved.

The attached chart may be helpful to you. If you have any questions, please call on
me or Paul Stern of this office. Thank you. '

Attachment

cc: Marc Cyr, Treasury
Adam Krae, Treasury
Chuck Dow, Speaker’s Office
Kay Rand, Governor’s Office
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PAYMENT DATE

1998

1999

1/10/00

4/15/00

1/10/01

4115/01

1/10/02

4/15/02

1/10/03

4/15/03

4/15/2004-2007

4/16/2008-2017

Amount
$ 18,995,496.82
No Payment
$ 16,545,959.59
$30,310,486.32
$ 19,588,894.69
$33.678,318.14
$20,176,561.53
$43,781,813.58
$20,781,858.38
$43,781,813.58
$ 53,885,309.02

$ 66,390,489.27

4/15/2018-Perpetuity  $61,578,814.00

PAYMENTS UNDER THE MSA

Paid on 12/14/39. Base amount of $13,086,000 subject to IRS Withholding

Paid on 12/31/99. Base amount of $19,018,344.36 subject to downward IRS Withholding and 13% Volume Adjustment
Subject to upward Inflation Adjustment, and downward IRS Withholding, Volume and NPM Adjustmenls

Subject to downward IRS Withholding and Volume Adjustment

Subject to upward inflation Adjustment, ‘and downward IRS Withholding, Volume and NPM Adjustments

Subject to downward IRS Withholding and Volume Adjustment

Subject to upward inflation Adjustment, and downward IRS Withholding, Volume and NPM Adjustments

Subject to downward IRS Withholding and Valume Adjustment

Subject to upward Inflation Adjustment, and downward IRS Withholding, Volume and NPM Adjustments

Subject to upward Inflation Adjustment, and downward IRS Withholding, Volume and NPM Adjustments

Subject to upward Inflation Adjustment, and downward IRS Withholding, Volume and NPM Adjustments

Subject to upward Inflation Adjustment, and downward IRS Withholding, Volume and NPM Adjustments
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g:\ofprtobaccovrevenue\estimates.xls

PRELIMINARY REVENUE ESTIMATES: Tobacco Settlement

2/00 RFC Estimate 1 2/00 TRE Estimate 2
Fiscal Year Annual Biennial Annual Biennial
1999-00 $63,779,219 $63,089,809
2000-01 $47,858,671 $111,637,890 $47,858,670 $110,948,479
2001-02 $57,983,737 S '
2002-03 $58,848,418 $116,832,155
2003-04 $51,703,870
2004-05 $52,l475,463 $104,179,333

Notes: ' See State Treasurer's 12/99 presentation to the RFC; Based on Paine Webber's
"middie assumption” (between between WEFA's 10/99 estimate & Moody's 11/98 estimate.
2 Distributed by State Treasurer to HHS Committee on 2/2/00.






Includes Volume Adjustment

State of Maine
Calculation of Tobacco Settlement Payments - State Specific Adjgftments
. Maine's Allocable Share Less: Plus/(Less): Less: Leas: Less:
0.7693505% (Initial & Base) & 1.3240418% (Strategic Contribution) . Miscalculated/ . Federal Litigating "Claim- Final
Adj. Initial Adj. Base Ad). Strategle Total NPM Disputed Tobacco Releasing Over” Maine

Date Payments Payments Contribution Payments Adjustment  Payments Offset  Legisiation Offset  Parties Offset Offset Payments
114199 18,464,412 - - 18,464,412 - . - - . 18,464,412
1/10/00 16,781,787 - - 16,781,787 ) - - - - - 16,781,787
4/15/00 - 27,548,352 - 27,548,352 - - - - - 27,548,352
1/10/01 16,947,371 - - 16,947,371 - - - - - 16,947,371
4/15/01 - 30,911,299 - 30,911,299 - - - - - 30,911,299
1/10/02 17,200,009 - - 17,200,009 - - - - - 17,200,009
4/15/02 - 40,783,729 - - 40,783,729 - - - - - 40,783,729
1/10/03 17,456,503 ) - - 17,456,503 - - ) - - - 17,456,503
4/15/03 - 41,391,915 - 41,391,915 - - . - - 41,391,915
4/15/04 - 51,703,879 - 51,703,870 - - - : - - 51,703,870
4/15/05 - 52,475,463 - 52,475,463 - - - - - 52,475,463
4/15/06 - 53,258,863 - 53,258,863 - - - - - 53,258,863
4/15/07 - 54,054,258 - 54,054,258 - - - - - 54,054,258
4/15/08 - 55,950,617 11,606,595 67,557,212 - - - - - - 67,557,212
4/15/09 - 56,785,855 11,780,067 " 68,566,922 - - - ’ - . 68,566,922
4/15/10 - 57,635924 . 11,956,201 69,592,126 - - ) - - - 69,592,126
4/1511 - 58,498,033 12,135,040 70,633,073 - - - - - 70,633,073
4/15/12 - 59,373,390 12,316,627 71,650,017 - - - - - 71,690,017
4/15/13 - 60,262,210 12,501,007 72,763,217 - - - - - 72,763,217
4/15/14 - 61,164,710 12,688,225 73,852,936 - - - - - 73,852,936
4/15/15 - 62,081,113 12,878,327 74,959,440 - - - - - 74,959,440
4/15/16 - 63,011,642 13,071,360 76,083,002 : - - . - - - 76,083,002
4/15/17 - 63,956,529 13,267,370 77,223,899 - - - - - 77,223,899
4/15/18 - 72,740,824 - 72,740,824 - - - - - 72,740,824
4/15/19 - 73,832,569 .- 73,832,569 - - - - - 73,832,569
4/15120 - 74,941,199 - 74,941,199 - - - - - 74,941,199
4/1521 - 76,066,991 - 76,066,991 - - - - - 76,066,991
4/15/22 - 77,210,225 - 77,210,225 - - - - - 77.210,225
4715123 - 78,371,187 - 78,371,187 . - - - - - 78,371,187
4/15/24 - 79,550,167 - 79,550,167 - - - - - 79,550,167
4/15125 - 80,747,462 ~ ° - 80,747,462 - ’ - . - - - 80,747,462
4/15126 - “ 81,963,373 - 81,963,373 - - A - - . 81,963,373
4/15/27 - 83,198,207 - 83,198,207 - - - - - 83,198,207
4/15128 Lo 84,452275 - - 84,452,275 - - - - - 84,452,275
4115129 - 85,725,896 - 85,725,896 - - - - - 85,725,896
4/15730 - 87,019,393 - 87,015,393 - - - - - 87,019,393
4/15131 ' - 88,333,097 - 88,333,097 - - - - - 88,333,097
86,850,082 2,075,001,636 124 200,822 2,286,052,540 - - - - - 2,286,052,540
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