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I. INTRODUCTION AND BACKGROUND TO REVENUE FORECAST

This report represents the conclusion to the fall forecast for the December 1st statutory reporting
deadline of the Revenue Forecasting Committee (RFC). A description of the revenue forecasting
process is provided in Appendix F. This report and appendices provide a description of all the
key elements of the General Fund and Highway Fund revenue forecasts. In addition to the
statutorily required updates of General Fund and Highway Fund, the RFC also includes forecasts
of revenue accruing to the Fund for a Healthy Maine and the dedicated revenue from the
Medicaid/MaineCare provider taxes. This forecast updates the current revenue forecasts through
the fiscal year ending June 30, 2013. This forecast also reflects all legislative changes through
the 1% Regular Session of the 124™ Legislature and the effect of a People’s Veto petition with a
sufficient number of valid signatures to require a vote on the June 2010 referendum to decide the
outcome of the Tax Reform Package, PL 2009, c. 382 enacted during the 1% Regular Session.
The RFC met on November 20" to deliberate and discuss the recommendations of the Maine
Revenue Services and the results of staff reviews of the other revenue categories not covered by
Maine Revenue Services.

This forecast represents yet another significant downward revision in a series that has ratcheted
down economic and revenue forecasts based on successively more pessimistic views of the
national economy. The last 3 economic and revenue forecasts, including this December 2009
forecast, have been so significant that they have lowered General Fund revenue projections for
the 2010-2011 biennium by a total of $1.15 billion, more than 18%. It now appears that the
uncertainty and variability in the economic forecasts have lessened significantly. The hope is
that this forecast is the last in the series of downward revisions. While the economic outlook
has stabilized, the RFC remains concerned about the potential for a minor economic shock to
cause the consumer to overreact and drive the economy lower.

A. Economic Forecast Update

The December 2009 revenue update began with the fall economic forecast due on November 1%,
The Consensus Economic Forecasting Commission (CEFC) met on October 26™ to review and
update its April 2009 forecast. Based on the findings at that meeting, the CEFC released a
summary report by the November 1% deadline, but needed another meeting on November 2™ to
review and complete the detailed forecast of the components of Personal Income. After that
meeting, the CEFC released its full report, which is included in Appendix E. Table I-A on the
next page provides a summary of the changes to the major components compared to the previous
forecast. The table also includes the changes in some of the major components of the Personal
Income.

This CEFC forecast projects continued declines in employment levels through the middle of
2010 before employment growth begins again. This forecast actually shows some improvement
in the employment picture compared with the April 2009 forecast. The declines in calendar
years 2009 and 2010 are less severe. The rebound beginning in the 2" half of 2010 and 2011 is
less than previously forecast. The number of jobs lost over the course of this recession from the
peak in January 2008 to the projected low point in the middle of 2010 will be roughly 31,000,
almost 8,000 less than previously projected in the April 2009 forecast.
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The estimate for the annual change in the Consumer Price Index was modified for 2009 showing
less of a decline or deflation, a 0.5% decline compared with the 1.4% decline projected in the
April 2009 forecast. The only other change in the inflation forecast is a slightly lower increase in
consumer prices during 2011.

Table I-A

Consensus Economic Forecasting Commission
Comparison of April 2009 and November 2009 Economic Forecasts

Calendar Years 2008 2009 2010 2011 2012 2013
* Wage & Salary Employment (Annual Percentage Change)
> Consensus 4/2009 -0.3% -3.8% -1.6% 14% 2.2% 2.0%
> Consensus 11/2009 -0.3% -2.9% -1.2% 1.2% 2.2% 2.0%
Difference 0.0% 09% 04% -0.2% 0.0% 0.0%
* Personal Income (Annual Percentage Change)
> Consensus 4/2009 42% 1.0% 1.2% 28% 4.0% 4.7%
> Consensus 11/2009 4.0% -0.6% 1.2% 3.2% 44% 4.83%
Difference -0.2% -1.6% 0.0% 04% 04% 0.1%
Major Components of Personal Income:
Wage and Salary Disbursements
> Consensus 4/2009 36% -13% -04% 21% 43% 49%
> Consensus 11/2009 32% -47% -04% 25% 39% 49%
Difference -04% -34%  0.0% 04% -04% 0.0%
Supplements to Wages and Salaries
= Consensus 4/2009 3.7% 1.9% 1.3% 27% 4.0% 5.4%
= Consensus 11/2009 3.1% 0.5% 3.1% 33% 40% 52%
Difference -0.6% -1.4% 1.8% 0.6% 0.0% -0.2%
Non-Farm Proprietors' Income
> Consensus 4/2009 -14% -2.2% 1.6% 4.6% 4.8% 42%
> Consensus 11/2009 -2.8% -6.1% 0.9% 46% 5.0% 4.5%
Difference -14% -39% -07% 0.0% 02% 03%
Dividends. Interest and Rent
> Consensus 4/2009 43% -1.0% 1.0% 3.0% 3.0% 4.0%
> Consensus 11/2009 19% -35% 1.5% 39% 6.0% 7.0%
Difference 24%  -25%  0.5% 0.9%  3.0% 3.0%
Transfer Payments
> Consensus 4/2009 8.0% 8.7% 4.7% 4.0% 45% 5.4%
> Consensus 11/2009 11.8% 13.5% 3.6% 40% 4.7% 3.7%
Difference 3.8% 48% -1.1% 00% 02% -1.7%
* Consumer Price Index (Annual Percentage Change)
> Consensus 4/2009 3.8 -1.4 1.7 2.3 2.1 2.0
> Consensus 11/2009 3.8 -0.5 1.7 2.0 21 2.0
Difference 0.0 0.9 0.0 -0.3 0.0 0.0

The most significant story in this forecast, because of its significant and direct effect on the
revenue forecast, is the short-term adjustment to Personal Income. The Bureau of Economic
Analysis, U.S. Department of Commerce released a significant revision to Personal Income
estimates in mid-October. That revision (typically revised once a year) significantly reduced
growth in Personal Income 1 2009 with the largest decline in the Wage and Salary
Disbursements component. That component is now projected to decline by 4.7% in 2009
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compared to only a 1.3% decline in the April 2009 forecast. The October revision by the Bureau
of Economic Analysis also first recognizes the extent of the decline in wages and salaries in the
first quarter of 2009. Wages and salaries were previously estimated to have declined at an
annual rate of 1.7% in that quarter, but the new estimate pegged the decline at 16%. Although
future year’s growth rates were not significantly adjusted, it was the size of the 2009 adjustments
that lowered the forecast for each year of the forecast period.

B. Capital Gains Forecast

A major variable that is not included in the economic forecast of the CEFC is a projection of net
capital gains. This variable introduced significant volatility into the forecast of individual
income tax collections, particularly during and since Maine’s exceptional capital gains growth
during the stock market “bubble” of the late 1990’s. Maine data is not captured at the state level
and may only be accessed through federal tax data and may lag by as much as 2 years. Since
November 1999, Maine Revenue Services has been required to provide a report on the net capital
gains and losses realized by taxpayers filing Maine individual income tax returns, which is
included in Appendix G. Table I-B below summarizes some recent history and the current

projections.

Table I-B
Maine Resident - Net Capital Gains
Capital Capital Capital
Capital Gains Capital Gains Tax | Gains % of
Gains Realizations | Gains Tax Liabilitv Resident Resident

Tax | Realizations | Annual % Liability Annual % Tax Income Tax
Year | (S Millions) Change (8 Millions) Change Liability Liability
1995 $551.7 $38.3 6.2% $620.1
1996 $799.7 45.0% $57.3 49.6% 8.4% $682.2
1997 $1.218.7 52.4% $104.5 82.4% 13.6% $771.1
1998 $1.551.0 27.3% $120.0 14.8% 13.9% $861.4
1999 $1.867.2 20.4% $141.7 18.1% 15.5% $916.7
2000 $2.3604 26.4% $179.6 26.7% 17.3% $1.038.8
2001 $1.079.3 -54.3% $74.1 -58.7% 7.6% $970.9
2002 $908.8 -15.8% $59.1 -20.3% 6.1% $971.7
2003 $1.0694 17.7% $69.4 17.4% 6.8% $1.020.8
2004 $1.526.9 42 8% $104.9 51.2% 9.2% $1.146.0
2005 $1.960.3 28.4% $137.0 30.6% 11.3% $1.208.7
2006 $2.280.2 16.3% $162.5 18.6% 12.6% $1.289.1
2007 $2.470.3 8.3% $177.9 9.5% 13.0% $1.369.6
2008* $1.0103 -59.1% $64.1 -64.0% 5.0% $1.2688
2009* $959.8 -5.0% $60.6 -5.5% 5.3% $1.148.6
2010* $1.027.0 7.0% $65.2 7.7% 5.6% $1.168.5
2011* $1.098.9 7.0% $69.7 7.0% 5.8% $1.211.5
2012* $1.176.0 7.0% $75.5 8.2% 6.1% $1.2458
2013* $1.2582 7.0% $81.8 8.4% 6.2% $1.309.5

* Represents Projections
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The major differences from the assumptions included in the May 2009 forecast are:

e The actual capital gains realizations in tax year 2007 turned out to be $153.4 million
less than projections based on updated final tax return information;

e 2008 projections of net capital gain realizations are now assumed to decline by 59.1%
compared with the 70% reduction assumed in the May 2009 based on a portion of
federal tax returns filed with the IRS for the 2008 tax year;

e Projections for 2010 through 2013 assume 7% annual growth in order to return the
percentage of tax liability from capital gains to its long-term average at around 6% of
total tax liability.

C. Corporate Profits

Corporate profitability is a major variable of the tax models that drives the corporate income tax
forecast. As with capital gains, this variable is not part of the CEFC economic forecast. The
RFC used Economy.com’s October 2009 forecast of pre-tax corporate profits. The dominant
taxpayers in Maine’s corporate income tax liability mix have shifted to national retailers and
energy companies. As a result, Maine is insulated from significant regional variances in
corporate profitability as a result of Maine’s method of corporate income taxation. For national
companies operating in Maine, the amount of corporate income tax due to Maine is calculated by
apportioning total profits earned in the continental United States by the amount of business that
they conduct in Maine based on sales.

Table 1-C below presents a comparison of the last forecasts used in the May 2009 forecast and
the current national forecast. Based on updated information, corporate profitability declined
much more significantly in 2008 then previously estimated. Projections for 2009 are similar to
the May 2009 forecast, but 2010 projections now assume a recovery in profitability of around
3% instead of a continued decline of 3%. Limited information on actual state tax filings for the
2008 tax year also influenced this forecast.

Table I-C
Corporate Profit Growth (Percentage Annual Change)

2008 2009 2010 2011 2012 2013

May 2009 Forecast - Economy.com -92% -102% -3.0% 7.4% 12.7% 11.4%
Dec 2009 Forecast - Economy.com -17.6% -94% 31% 7.8% 126% 6.7%
D. Oil Prices

Recent experience in Maine’s sales tax collections seems to demonstrate a substantial effect from
variations in oil prices, which is most noticeable during the winter months. Sales tax collections
dropped below budgeted projections at about the same time as energy prices began their steep
ascent in the spring of 2005 and summer of 2008. Maine Revenue Services has added an energy
price index to the sales and excise tax model so that the model might better capture the effect that
oil and fuel price changes have on taxable sales and fuel purchases. The price of oil is the most
dominant of these indices and is discussed more fully here. Other indices are detailed in
Appendix G.
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Relying on Economy.com’s October 2009 US economic forecast, the RFC used the assumption
that oil prices, which are currently in the $70 per barrel range, will steadily increase to
approximately $90 per barrel by calendar year 2013. The spike in the summer and early fall of
2008 above the $140 per barrel mark averaged out to $100.85 for calendar year 2008. For 2009
on, the forecast reflects higher oil prices for each year of the forecast period.

Table I-D
Oil Price Assumptions
(West Texas Intermediate - Price per barrel - Calendar Year Average)

2008 2009 2010 2011 2012 2013
May 2009 Forecast - Economy.com $100.85 $49.00 $65.75 $81.83 $82.35 $74.62
Dec 2009 Forecast - Economy.com $100.85 $61.00 $75.90 $87.50 $89.40 $90.20

E. Legislative Changes

The RFC bases the revenue forecast on current law. Therefore, this forecast incorporates all
revenue adjustments recognized through the fiscal note process enacted into law through the 1%
Regular Session of the 124™ Legislature. The table on the next page summarizes the revenue
adjustments by enacted legislation, segregating them into those adjustments enacted in advance
of the May 2009 forecast that were already factored into the baseline before the May 2009
forecast changes and those enacted afterwards. The table also details the effect of the Tax
Reform Package that was enacted as PL 2009, c. 382 during the 1% Regular Session, but was
suspended pending the outcome of a People’s Veto referendum in June 2010. The significant tax
changes and revenue effects of that Tax Reform Package are not included in the revenue
estimates of this forecast because they are contingent on the June 2010 referendum outcome.

The 124" Legislature also enacted a law expanding Pine Tree Development Zone (PTDZ)
benefits. This law, PL 2009, c. 461, includes a provision that directs revenue projections to
identify and exclude from General Fund projections any net positive revenues that accrue to the
State that would not have been collected but for the availability of the PTDZ benefits. The RFC
and the CEFC discussed the implementation of this provision at a joint meeting in July 2009 and
determined that the CEFC would need to establish 2 separate economic forecasts with one
establishing a level of economic activity assuming no PTDZ benefits were available. At the time
of the update of the economic forecast on November 1% the CEFC was unable to establish a
separate forecast. While historical data was available about the PTDZ law, the CEFC was
unable to extrapolate that historical data into a separate projection (Appendix H includes the
memo from the CEFC on this issue). Without the separate economic forecast to set aside the
PTDZ-related revenue, it is uncertain how Maine Revenue Services will be able to implement
the requirements of the new law.
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Table I-E

Summary of Legislative Changes
124th Legislature, 1st Regular Session Included in May 2009 Forecast

General Fund FYO09 FY10 FY11 FY12 FY13
Individual Income $5,905,000 $216,200  ($275,152)]  ($266,158) ($256,804)
Public Utilities Tax $795,030 $0 $0 $0 $0
Investment Earnings $338,393 $0 $0 $0 $0
Revenue Sharing ($301,155) ($11,242) $14,308 $13,840 $13,354
Other Revenue $50,000 $0 $0 $0 $0
Totals $6,787,268 $204,958 ($260,844) ($252,318) ($243,450)
124th Legislature, 1st Regular Session Included after the May 2009 Forecast
General Fund FYO09 FY10 FY11 FY12 FY13
Sales and Use Tax $0 $5,390,904 $3,122,508 $1,549,847 $116,243
Individual Income Tax $0 $23,377,296 $27,494,915 $21,713,305 $17,722,524
Corporate Income Tax $0|  $10,117,500 $7,861,665 $5,989,201 $2,333,152
Cigarette and Tobacco Tax $0 $1,573,684 $1,835,413 $1,896,975 $1,885,780
Estate Tax $0 $1,702,888 $29,623,160 $37,328,353 $42,374,930
Other Taxes and Fees $0 $5,696,271 $4,857,372 $1,037,722 $291,839
Fines, Forfeits and Penalties $0 $16,902 $120,666 $136,054 $154,554
Investment Earnings $0 $899,000 $899,000 $899,000 $899,000
Tax Relief Programs $0| $15,102,001]  $14,881,650] ($1,045,747) ($1,075,138)
Revenue Sharing $20,127,230]  $16,248,647|  $22,858,611]  ($907,334) ($63,507)
Other Revenue $2,102,535 $2,953,633 $12,556,089 ($647,464) ($738,145)
Totals $22,229,765 $83,078,726| $126,111,049 $67,949,912 $63,901,232
Highway Fund FY09 FY10 FY11 FY12 FY13
Fuel Taxes $0 $6,024,482 $8,699,798 $8,684,536 $8,702,574
Motor Vehicle Reg. & Fees $0 $447,500 $455,000 $454,125 $454,125
Other Revenue $0 ($400,000) ($400,000) ($400,000) ($400,000)
Totals $0 $6,071,982 $8,754,798 $8,738,661 $8,756,699
124th Legislature, 1st Regular Session Enacted Revenue Excluded from Forecast *
General Fund FYO09 FY10 FY11 FY12 FY13
Sales and Use Tax $0 $42,812,462 $86,671,532 $90,077,867 $94,426,433
Individual Income Tax $0| ($34,486,519) ($88,945,520) ($92,166,864) ($84,842,105)
Tax Relief Programs $0 $0 ($808,753) $0 $0
Revenue Sharing $0 ($416,297) $113,700 $104,451 ($479,215)
Other Revenue $0 $0]  ($2,861,732)] ($4,312,287)]  ($4,346,929)
Totals $0|  $7,909,646|  ($5,830,773)  ($6,296,833)  $4,758,184

* Excludes PL 2009, c. 382, the Tax Reform Package, that is subject to a People's Veto referendum in June 2010.
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1. OVERVIEW OF REVENUE PROJECTIONS

This section provides a summary of the revenue projections in this forecast. These summaries
are supplemented by additional detail in 4 corresponding appendices, which provide descriptions
of the adjustments made to the major revenue categories. Appendix G contains the materials
presented by Maine Revenue Services on November 20" to support the forecast
recommendations for the major tax categories.

A. General Fund

The RFC revised the General Fund revenue forecast downward for FY10 by $209.4 million and
downward for FY11 by $174.3 million, a total reduction of $383.7 million over the 2010-2011
biennium. The reduction to FY10 results in a decline in revenue of $164.1 million compared to
the actual revenues received in the prior year. Although modest growth year-over-year is
projected after FY10, that growth is now coming off a much lower revenue base in FY10 such
that General Fund revenue will not recover to its former peak in FY08 within the forecast period.
Although Personal Income growth rates in the revised economic forecast actually are higher than
in the April economic forecast for calendar year 2010 and thereafter, the drop in calendar year
2009 produces significant enough reductions in the base to drive the forecast downward by
$164.8 million in FY12 and $147.0 million in FY13. With these changes General Fund
revenue in FY13 is now projected to be almost $200 million below its peak in FY08 and almost
$43 million below what was received in FY06.

After netting out the offsetting General Fund revenue effect of reduced Transfers for Municipal
Revenue Sharing, net downward revisions from Sales and Use Tax, Individual Income Tax and
Corporate Income Tax still represent nearly 107% of the total 2010-2011 biennium revisions in
this forecast. Revenue sharing was reduced by $21.3 million during the 2010-2011 biennium
and by $11.2 million (10%) in FY10.

The other components of this General Fund revenue forecast produce a net upward revision
totaling $26.2 million during the 2010-2011 biennium. Within the other revenue sources, some
elements were revised downward, such as Judicial Branch revenue, Corporation Fees and
Licenses, Income from Investments and Unclaimed Property Transfer. However, the significant
changes in MaineCare Targeted Case Management revenue, Transfers to Tax Relief Program,
Tobacco Products Tax revenue, Milk Handling Fee and Racino Revenue more than offset these
relatively small adjustments in this “other” group. Targeted Case Management (DHHS) revenue
alone was increased by $15.1 million for the biennium largely due to the rescission of certain
federal rules that had limited billing for these services. The other significant upward revision
was in Transfers to Tax Relief Programs, revised upward by $11.3 million for the current
biennium.

Appendix A provides additional explanations and detail of the General Fund revenue changes
recommended in this forecast.
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General Fund Summary

FY09
Actual FY10 FY11 FY12 FY13
Current Forecast $2.811.368.295 | $2.856.672.022 | $2.897.906.844 | $2.939.347,762 | $3.035.880.,679
Annual % Growth -9.0% 1.6% 1.4% 1.4% 3.3%
Net Increase (Decrease) ($209.427.300) | ($174.192.413) | ($164.752.815) | ($146.876.612)
Revised Forecast $2.811,368.295 | $2.647.244.722 | $2,723.714.431 | $2,774.594,947 | $2.889,004.067
Annual % Growth -9.0% -5.8% 2.9% 1.9% 4.1%
Summary of Revenue Revisions by Major Revenue Category

Sales and Use Tax (841.209.662) | ($37.565.833) | ($30.155.311) | ($19.060.080)
Individual Income Tax ($166.824.369) | ($134.262,023) | ($133.555.147) | ($126.200.720)
Corporate Income Tax ($26.651.578) | ($24.548.643) | ($25.203.429) | ($26.818.783)
Cigarette and Tobacco Tax $2.258,197 $2.039.384 $1.542,892 $1.588.486
Estate Tax (8531.543) ($206,299) ($850.026) | ($1.142,098)
Other Taxes and Fees $3.761.155 |  ($1.317.879) |  ($1.020,112) ($700.777)
Fines, Forfeits and Penalties ($11,358,000) | ($13.137,358) | ($13.137.358) [ ($13,137,358)
Income from Investments ($1,140,326) ($169,053) ($169,053) ($169,053)
Transfer to Tax Relief Programs $4.893.636 $6.415,208 $9.076.107 $10,838.630
Transfer to Municipal Rev. Sharing $11.204.406 $10.092.712 $9.493,987 $8.741.870
Other Revenues $16.260,793 $18.467.371 $19.,224,635 $19.183.271
Total Revisions - Increase (Decrease) (5209,427,300) | ($174,192,413) | ($164,752,815) | ($146,876,612)
Other Taxes and Fees Detail:

- Corporation Fees & Licenses ($1.508.672) ($2.080,672) ($2.080.672) ($2.080.672)

- Milk Handling Fee $4.446.976 ($365.632) ($319.928) ($319.928)

- Parimutuel and Gaming Revenue $996.605 $1.237.119 $1.491,364 $1.810.699

- Other Miscellaneous Taxes and Fees ($173.754) ($108.694) ($110,876) ($110,876)
Other Revenue Detail:

- Targeted Case Management (HHS) $6.633.983 $8.457.415 $7.892,788 $7.892.788

- Unclaimed Property Transfer ($2.150.000) ($2.150,000) ($2.150,000) ($2,150,000)

- Tourism Transfer $168.568 $266,039 $166,590 $106.414

- Transfer to Maine Milk Pool $0 $0 $1.695.144 $1.695.144

- Transfer to STAR Transportation Fund ($80.342) $114.934 $108.820 $127.632

- Other Miscellaneous Revenue $11.688.584 $11.778.983 $11.511.293 $11.511.293

B. Highway Fund

Highway Fund revenue estimates were revised downward by $14.3 million for the 2010-2011
biennium, $7.3 million im FY10 and $7.1 mullion in FY11. The forecast for the 2012-2013
biennium was lowered by $16.4 million. While there was generally weak performance across
the board resulting in downward revisions in all major categories, the largest downward revision
was in the Fuel Taxes category. The significant changes to the calendar year 2009 Personal
Income growth in the economic forecast resulted in a tax model forecast that would have revised
revenue downward in the Fuel Taxes category alone by $16.6 million for the current biennium.
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The changes to the Consumer Price Index were not a significant factor in this forecast with no
changes to fuel tax rates until FY13 and even then only a $0.001 change. However, the RFC
chose not to revise Fuel Taxes to this extent based on recent performance. While special fuel
(primarily diesel fuel) consumption has been declining consistent with the forecast, gasoline
consumption has been increasing. As a result, the RFC left the gasoline tax projections
unchanged and only revised the estimates for special fuels. Even so, the changes to special fuel
revised the 2010-2011 biennium estimates for the Fuel Tax category downward by $9.8 million.

While the other revenue categories are not projected using the tax models and the economic
forecast, the economy has affected all of the categories from motor vehicle fees to requests for
motor vehicle and driver records. The “cash for clunkers” program provided a temporary boost
to automobile sales early in the current fiscal year, but it was only able to keep collections close
to the May 2009 forecast. Without that stimulus, future projections are expected to be below
projections. The largest downward revision, other than fuel taxes, was the adjustment made to
revenue from the long-term trailer program. This program has had significant volatility over the
years and appears to be very susceptible to economic downturns. The revenue from this program
was revised downward by $1.2 million annually in each year of the forecast.

Highway Fund Summary
FY09 Actual FY10 FY11 FY12 FY13
Curent Forecast $324.242.149 $312,741.,439 $308.694,108 $314.447.011 $320,266.617
Annual % Growth -1.2% -3.5% -1.3% 1.9% 1.9%
Net Increase (Decrease) ($7.253.264) ($7.067.777) ($7.590.576) ($8.811.576)
Revised Forecast $324.242.149 $305,488,175 $301.626.331 $306.856.435 $311.455.041
Annual % Growth -1.2% -5.8% -1.3% 1.7% 1.5%

Summary of Revenue Revisions by Major Revenue Category

($5.013,500) |  ($4.819.250) |  ($5.540,750)

Fuel Taxes ($6.761,750)

Motor Vehicle Registration & Fees ($1.630.701) ($1.,544.383) ($1.264.107) ($1.264,107)
Inspection Fees ($110.887) ($110,887) ($165.887) ($165.887)
Fines, Forfeits and Penalties ($50,000) ($50.000) ($50,000) ($50,000)
Income from Investments ($58,615) ($153.696) ($153.696) ($153.696)
Other Revenues ($389.561) ($389.561) (8416,136) ($416.136)
Total Revisions - Increase (Decrease) ($7.253,264) (57,067,777) ($7.590,576) (58.811,576)

See Appendix B for additional detail of the Highway Fund revenue changes recommended in the
table on the previous page.

C. Fund for a Healthy Maine (FHM)

Fund for a Healthy Maine (FHM) revenue was revised upward in each year of the forecast. The
current biennium 1s revised upward by $0.7 million. Net downward reductions for tobacco
settlement payments were more than offset by sizeable increases in the former, very conservative
projections of revenue from slot machine revenue from Hollywood Slots i Bangor, referred to
as Racino Revenue.
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Estimates for payments under the Master Settlement Agreement (MSA) were revised downward
largely due to the underlying assumptions for the volume adjustment under the agreement that
adjusts the amount of payments based on a comparison of the total volume of cigarettes sold in a
given payment year versus the volume sold in 1997 by the Original Participating Manufacturers
to the MSA. The volume adjustment was revised significantly downward in the May 2009
forecast due to the federal cigarette tax increase. The split between Base Payments and the
Strategic Contribution payments that began in FY08 is being adjusted to reflect better estimates
of their respective shares of the total.

Beginning in FY06, total payments under the MSA have been affected by legal proceedings
under the MSA regarding certain disputed payments by the participating manufacturers. At that
tume, some participating manufacturers chose to withhold, or place into an escrow account, the
portion of their payment amounts that was the subject of these disputes. The estimated amount of
withholding has been reduced producing an increase to the revenue estimates in FY10 that
partially offsets the effect of the other forecast adjustments. This forecast still assumes that
Altria/Philip Morris, consistent with past practice, still makes its full payments under the MSA
and will not withhold or place mto escrow disputed payments as other participating
manufacturers have done. While there have been no indications of any change in policy, this key
assumption introduces substantial risk to the forecast as a decision by Altria/Philip Mortis to
withhold this coming April would result in a reduction in total payments of an estimated $1.7
million.

See Appendix C for the additional explanations of the changes summarized below.

Fund for a Healthy Maine Summary

FY09 Actual FY10 FY11 FY12 FY13
Current Forecast $68.409.736 $59.654,050 $57.094.004 $62.802,729 $62.590.944
Annual % Growth 10.3% -12.8% -4.3% 10.0% -0.3%
Net Increase (Decrease) $521.643 $222.282 $1.156,892 $864.774
Revised Forecast $68.409.736 $60,175.693 $57.316.286 $63.959.621 $63.455,718
Annual % Growth 10.3% -12.0% -4.8% 11.6% -0.8%

Summary of Revenue Revisions by Major Revenue Category

Tobacco Settlement Payments:

- Base Payments ($540.163) ($867.377) ($111,090) ($469.991)
- Strategic Contribution Payments $383.708 $316.672 $340.096 $216.940
Racino Revenue $685.860 $791.908 $941.504 $1.129.067
Income from Investments ($7.762) ($18.921) ($13.618) ($11.242)
Total Revisions - Increase (Decrease) $521,643 $222,282 $1,156,892 $864,774

D. MaineCare Dedicated Revenue Taxes

Medicaid/MaineCare Dedicated Revenue Taxes are revised downward by $2.4 million in FY10
and by $3.3 million in FY 11. The revised estimates include a negative adjustment in hospital
tax revenue to reflect actual and expected billings through FY'10 for November and May. Future
year hospital tax revenue estimates are revised based on the FY 10 changes and the continued “no
growth” assumption based on the statutorily fixed hospital tax base year. The negative
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adjustment in this revenue category also reflects PL 2009, c. 213 changes to MaineCare private
non-medical institution (PNMI) policy that are intended to produce General Fund savings but are
also assumed to decrease service provider tax (PNMI) dedicated revenue during the forecast
period.

See Appendix D for more information on the changes summarized below.

Medicaid/MaineCare Dedicated Revenue Taxes Summary

FY(09 Actual FY10 FY11 FY12 FY13
Current Forecast $138.029,363 $140,725.802 $140.821,696 $140.919,988 $141,020.738
6.0% 2.0% 0.1% 0.1% 0.1%
Net Increase (Decrease) ($2.398,548) ($3.265.891) ($3.364.183) ($3.464,933)
Revised Forecast $138,029,363 $138,327.254 $137,555,805 $137.555.805 $137.555.805
Annual % Growth 6.0% 0.2% -0.6% 0.0% 0.0%

Summary of Revenue Revisions by Major Revenue Category

Hospital Tax ($862.348) ($862,348) ($862.348) ($862.348)
Service Provider Tax (PNMIs) ($1,536.200) ($2.403,543) ($2,501,835) ($2.602.585)
Total Revisions - Increase (Decrease) (5$2,398,548) ($3,265,891) ($3,364,183) ($3,464,933)

III. CONCLUSIONS

As with prior revenue forecasts in this recession, the RFC feels the need to express concern
regarding the difficulty forecasting economic variables in this extremely volatile economic
environment. While the national economic forecasts have stabilized, underlying these
Jforecasts is an assumption that the federal government will implement a new federal stimulus,
although not necessarily in the same form as the last package, that will contain continued
support for state and local governments. Without that additional stimulus, there would be
greater negative effects on employment and incomes. Also, the dramatic effect of the current
recession on the consumer has produced the only period of substantial and sustained declines
in taxable sales on record. We are in uncharted waters with regard fo consumers’ reactions 1o
this recession and have concerns that the tax models may still not be capable of adequately
capturing consumer behavior. While there is some hope that the economic picture has
stabilized and a bottom to the current recession is in sight, this economy and the consumer
psyche seem very susceptible to turning minor economic disappointments info major factors.
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APPENDIX A

General Fund




Source

Sales and Use Tax

Service Provider Tax

Individual Income Tax

Corporate Income Tax

Cigarette and Tobacco Tax
Insurance Companies Tax

Estate Tax

Other Taxes and Fees *

Fines, Forfeits and Penalties
Income from Investments

Transfer from Lottery Commission
Transfers to Tax Relief Programs *
Transfer to Municipal Rev. Sharing
Other Revenue *

Total - General Fund Revenue

GENERAL FUND REVENUE
REVENUE FORECASTING COMMITTEE RECOMMENDATIONS - DECEMBER 2009

FYO05 Actual % Chg. FYO06 Actual % Chg. FYO07 Actual % Chg. FY08 Actual % Chg. FY09 Actual % Chg. FYO09 Budget FYO09 Variance
896,576,322 -2.3% 946,174,276 55% 971,455,721 2.7% 983,057,278 1.2% 921,823,720 -6.2% 929,698,051 (7,874,331)
44,645,517 N/A 47,028,430 5.3% 49,400,532 5.0% 52,100,664 5.5% 52,812,595 1.4% 53,452,742 (640,147)
1,296,255,557 12.1% 1,364,368,543 5.3% 1,464,928,346 7.4% 1,558,032,961 6.4% 1,365,437,729 -12.4% 1,407,015,385 (41,577,656)
135,862,913  21.7% 188,015,558  38.4% 183,851,533 -2.2% 184,514,568 0.4% 143,085,966  -22.5% 148,940,000 (5,854,034)
96,350,704 -0.3% 156,951,370 62.9% 158,953,466 1.3% 150,499,432 -5.3% 144,424,712 -4.0% 143,213,844 1,210,868
75,669,053 4.8% 76,065,864 0.5% 74,452,542 -2.1% 72,292,532 -2.9% 79,770,431 10.3% 71,978,985 7,791,446
32,255,727 0.6% 75,330,514 133.5% 54,820,038 -27.2% 39,890,577 -27.2% 31,819,188 -20.2% 34,335,010 (2,515,822)
137,247,024 8.7% 142,539,230 3.9% 143,921,436 1.0% 140,215,511 -2.6% 148,909,575 6.2% 146,706,453 2,203,122
35,506,972 -7.1% 37,781,055 6.4% 41,415,132 9.6% 44,465,534 7.4% 44,024,462 -1.0% 44,106,626 (82,164)
5,854,625 153.4% 8,271,869  41.3% 1,215,836  -85.3% 1,074,143  -11.7% 1,100,129 2.4% 1,154,221 (54,092)
49,328,102 19.5% 50,879,647 3.1% 50,624,741 -0.5% 49,491,086 -2.2% 49,839,434 0.7% 49,549,250 290,184
(26,030,227) N/A  (109,861,880) -322.1% (110,993,852) -1.0%  (114,564,757) -3.2%  (122,931,820) -7.3%  (125,032,395) 2,100,575
(119,712,814)  -7.4% (124,222,180) -3.8% (130,490,756) -5.0%  (135,820,175) -4.1%  (102,160,745) 24.8% (103,412,337) 1,251,592
131,035,578  -34.6% 72,503,389  -44.7% 66,040,674 -8.9% 62,569,638 -5.3% 53,412,918  -14.6% 53,057,313 355,605
2,790,845,053 4.0% 2,931,825,687 5.1% 3,019,595,389 3.0% 3,087,818,992 2.3% 2,811,368,295 -9.0% 2,854,763,148 (43,394,853)

% Var.
-0.8%
-1.2%
-3.0%
-3.9%
0.8%
10.8%
-7.3%
1.5%
-0.2%
-4.7%
0.6%
-1.7%
-1.2%
0.7%
-1.5%

* Additional detail provided on pages 4, 5 and 6
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GENERAL FUND REVENUE
REVENUE FORECASTING COMMITTEE RECOMMENDATIONS - DECEMBER 2009

Source FY10 Budget % Chg. Recom.Chg. FY10Revised % Chg. FY11Budget % Chg. Recom.Chg. FY11Revised % Chg.
Sales and Use Tax 938,953,932 1.9% (41,299,662) 897,654,270 -2.6% 959,337,673 2.2% (37,565,833) 921,771,840 2.7%
Service Provider Tax 55,590,852 5.3% 0 55,590,852 5.3% 57,814,486 4.0% 0 57,814,486 4.0%
Individual Income Tax 1,444,804,369 5.8% (166,824,369) 1,277,980,000 -6.4% 1,448,302,023 0.2% (134,262,023) 1,314,040,000 2.8%
Corporate Income Tax 144,697,500 11%  (26,651,578) 118,045,922  -17.5% 143,656,978 -0.7%  (24,548,643) 119,108,335 0.9%
Cigarette and Tobacco Tax 137,881,705 -4.5% 2,258,197 140,139,902 -3.0% 135,705,195 -1.6% 2,039,384 137,744,579 -1.7%
Insurance Companies Tax 71,985,000 -9.8% 0 71,985,000 -9.8% 71,990,000 0.0% 0 71,990,000 0.0%
Estate Tax 30,124,796 -5.3% (531,543) 29,593,253 -7.0% 31,945,303 6.0% (206,299) 31,739,004 7.3%
Other Taxes and Fees * 143,490,376 -3.6% 3,761,155 147,251,531 -1.1% 143,536,292 0.0% (1,317,879) 142,218,413 -3.4%
Fines, Forfeits and Penalties 43,559,855 -1.1% (11,358,009) 32,201,846 -26.9% 43,713,619 0.4% (13,137,358) 30,576,261 -5.0%
Income from Investments 947,908 -13.8% (1,140,326) (192,418) -117.5% 1,021,543 7.8% (169,053) 852,490 543.0%
Transfer from Lottery Commission 49,534,250 -0.6% 0 49,534,250 -0.6% 50,534,250 2.0% 0 50,534,250 2.0%
Transfers to Tax Relief Programs * (116,953,498) 4.9% 4,893,636  (112,059,862) 8.8% (119,003,153) -1.8% 6,415,208 (112,587,945)  -0.5%
Transfer to Municipal Rev. Sharing (112,092,834) -9.7% 11,204,406  (100,888,428) 1.2% (107,495,522) 4.1% 10,092,712 (97,402,810) 3.5%
Other Revenue * 24,147,811 -54.8% 16,260,793 40,408,604  -24.3% 36,848,157 52.6% 18,467,371 55,315,528  36.9%
Total - General Fund Revenue 2,856,672,022 1.6% (209,427,300) 2,647,244,722 -5.8% 2,897,906,844 14% (174,192,413) 2,723,714,431 2.9%

(383,619,713)

* Additional detail provided on pages 4, 5 and 6 0
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GENERAL FUND REVENUE
REVENUE FORECASTING COMMITTEE RECOMMENDATIONS - DECEMBER 2009

Source FY12 Budget % Chg. Recom.Chg. FY12Revised % Chg. FY13Budget % Chg. Recom.Chg. FY13 Revised % Chg.
Sales and Use Tax 994,669,738 3.7%  (30,155,311) 964,514,427 4.6% 1,032,883,930 3.8%  (19,060,080) 1,013,823,850 5.1%
Service Provider Tax 59,555,680 3.0% 0 59,555,680 3.0% 61,840,807 3.8% 0 61,840,807 3.8%
Individual Income Tax 1,496,355,147 3.3% (133,555,147) 1,362,800,000 3.7% 1,533,800,720 2.5% (126,200,720) 1,407,600,000 3.3%
Corporate Income Tax 157,294,573 95%  (25,203,429) 132,091,144 10.9% 176,081,775 11.9%  (26,818,783) 149,262,992  13.0%
Cigarette and Tobacco Tax 133,358,152 -1.7% 1,542,892 134,901,044 -2.1% 130,991,901 -1.8% 1,588,486 132,580,387 -1.7%
Insurance Companies Tax 71,990,000 0.0% 0 71,990,000 0.0% 71,990,000 0.0% 0 71,990,000 0.0%
Estate Tax 37,328,353  16.9% (850,026) 36,478,327  14.9% 42,374,930  13.5% (1,142,098) 41,232,832 13.0%
Other Taxes and Fees * 142,163,024 -1.0% (1,020,112) 141,142,912 -0.8% 143,613,842 1.0% (700,777) 142,913,065 1.3%
Fines, Forfeits and Penalties 43,729,007 0.0%  (13,137,358) 30,591,649 0.1% 43,747,507 0.0%  (13,137,358) 30,610,149 0.1%
Income from Investments 1,021,543 0.0% (169,053) 852,490 0.0% 1,021,543 0.0% (169,053) 852,490 0.0%
Transfer from Lottery Commission 50,534,250 0.0% 0 50,534,250 0.0% 50,534,250 0.0% 0 50,534,250 0.0%
Transfers to Tax Relief Programs * (136,561,084) -14.8% 9,076,107  (127,484,977) -13.2%  (135,520,928) 0.8% 10,838,630 (124,682,298) 2.2%
Transfer to Municipal Rev. Sharing (137,620,227) -28.0% 9,493,987  (128,126,240) -31.5%  (142,972,404) -3.9% 8,741,870  (134,230,534) -4.8%
Other Revenue * 25,529,606  -30.7% 19,224,635 44,754,241  -19.1% 25,492,806 -0.1% 19,183,271 44,676,077 -0.2%
Total - General Fund Revenue 2,939,347,762 1.4% (164,752,815) 2,774,594,947 1.9% 3,035,880,679 3.3% (146,876,612) 2,889,004,067 4.1%
(311,629,427)

* Additional detail provided on pages 4, 5 and 6
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Source
Detail of Other Taxes and Fees:
- Prop. Tax - Unorganized Territory
- Real Estate Transfer Tax
- Liquor Taxes and Fees
- Corporation Fees & Licenses
- Public Utilities Tax
- Finance Industry Fees
- Milk Handling Fee
- Parimutuel and Gaming Revenue
- Boat, ATV and Snowmobile Fees
- Hunting and Fishing License Fees
- Other Miscellaneous Taxes and Fees
Subtotal - Other Taxes and Fees

Detail of Other Revenue:
- Liquor Sales and Operations
- Targeted Case Management (HHS)
- State Cost Allocation Program
- Unclaimed Property Transfer
- Tourism Transfer
- Transfer to Maine Milk Pool
- Transfer to STAR Transportation Fund
- Other Miscellaneous Revenue
Subtotal - Other Revenue

Detail of Transfers to Tax Relief Programs:
- Maine Resident Property Tax Program
- BETR - Business Equipment Tax Reimb.
- BETE - Municipal Bus. Equip. Tax Reimb.
Subtotal - Tax Relief Transfers

IF&W Total Revenue ***

GENERAL FUND REVENUE
REVENUE FORECASTING COMMITTEE RECOMMENDATIONS - DECEMBER 2009

FY05 Actual % Chg. FYO06 Actual % Chg. FYO07 Actual % Chg. FY08 Actual % Chg. FY09 Actual % Chg. FY09 Budget FYO09 Variance
10,622,666 -0.8% 11,559,305 8.8% 11,376,293 -1.6% 12,217,081 7.4% 12,633,755 3.4% 12,969,540 (335,785)
24,113,439 8.6% 24,595,580 2.0% 22,206,638 -9.7% 17,465,240 -21.4% 17,184,746 -1.6% 17,663,662 (478,916)
17,432,377 -0.3% 18,814,733 7.9% 20,283,406 7.8% 20,673,308 1.9% 20,844,377 0.8% 20,268,674 575,703

6,884,833 52.1% 7,710,325 12.0% 7,935,294 2.9% 7,969,156 0.4% 7,931,072 -0.5% 8,451,771 (520,699)
25,403,214 -9.2% 20,627,030 -18.8% 16,317,029  -20.9% 16,858,472 3.3% 19,536,483 15.9% 18,405,029 1,131,454
18,641,800 94.7% 20,471,110 9.8% 22,004,030 7.5% 23,638,820 7.4% 23,901,210 1.1% 22,983,550 917,660

0 N/A 1,867,527 N/A 2,561,972 37.2% 631,997  -75.3% 6,605,226  945.1% 6,610,817 (5,591)

1,362,611 31.5% 5,262,230 286.2% 8,607,317 63.6% 8,384,464 -2.6% 8,730,346 4.1% 8,500,624 229,722

4,148,936 4.4% 3,477,043 -16.2% 4,162,079 19.7% 4,295,524 3.2% 4,262,523 -0.8% 3,711,323 551,200
16,691,165 -1.2% 16,840,079 0.9% 16,401,841 -2.6% 15,683,316 -4.4% 15,378,849 -1.9% 15,999,867 (621,018)
11,945,985 0.3% 11,314,268 -5.3% 12,065,538 6.6% 12,398,134 2.8% 11,900,988 -4.0% 11,141,596 759,392

137,247,024 8.7% 142,539,230 3.9% 143,921,436 1.0% 140,215,511 -2.6% 148,909,575 6.2% 146,706,453 2,203,122
49,845,027 -51.2% 2,560,044  -94.9% 4,440,935 73.5% 5,561,666 25.2% 6,220,864 11.9% 6,218,031 2,833
34,518,055 -0.7% 25,687,188 -25.6% 12,834,382 -50.0% 12,157,093 -5.3% 13,946,371 14.7% 14,491,922 (545,551)
12,891,574  23.5% 13,281,561 3.0% 15,428,622 16.2% 16,289,386 5.6% 16,104,670 -1.1% 16,298,039 (193,369)
10,000,000 -40.3% 14,880,517 48.8% 10,499,528 -29.4% 11,114,735 5.9% 13,212,409 18.9% 11,683,420 1,528,989
(7,554,190)  -4.7% (7,762,689)  -2.8% (8,221,338) -5.9% (8,708,437) -5.9% (9,068,407) -4.1% (9,068,407) 0
0 N/A (2,616,160) N/A  (10,158,802) -288.3% (1,078,425)  89.4%  (11,810,960) -995.2%  (11,811,000) 40

0 N/A 0 N/A 0 N/A 0 N/A 0 N/A 0 0
31,335,111  -28.0% 26,472,928 -15.5% 41,217,346 55.7% 27,233,620 -33.9% 24,807,971 -8.9% 25,245,308 (437,337)
131,035,578  -34.6% 72,503,389  -44.7% 66,040,674 -8.9% 62,569,638 -5.3% 53,412,918  -14.6% 53,057,313 355,605
(26,030,227) N/A  (42,796,070) -64.4%  (44,440,759) -3.8%  (46,689,380) -5.1%  (48,751,672) -4.4%  (48,202,400) (549,272)
0 N/A  (67,065,810) N/A  (66,553,092) 08%  (67,875376)  -2.0%  (66,009,487) 27%  (68,559,334) 2,549,847

0 N/A 0 N/A 0 N/A 0 N/A (8,170,661) N/A (8,270,661) 100,000
(26,030,227) N/A  (109,861,880) -322.1%  (110,993,852) -1.0%  (114,564,757) -3.2%  (122,931,820) -7.3%  (125,032,395) 2,100,575
21,817,659 -0.4% 21,530,955 -1.3% 21,663,828 0.6% 20,965,692 -3.2% 20,579,500 -1.8% 21,015,834 (436,334)

*** |F&W Revenue is a component of the Other Revenue line but is not included in the Detail of Other Revenue because it includes Other Revenue classified above.
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% Var.

-2.6%
-2.7%
2.8%
-6.2%
6.1%
4.0%
-0.1%
2.71%
14.9%
-3.9%
6.8%
1.5%

0.0%
-3.8%
-1.2%
13.1%
0.0%
0.0%
N/A
-1.7%
0.7%

98.8%
103.8%
N/A
101.8%

-102.1%



GENERAL FUND REVENUE
REVENUE FORECASTING COMMITTEE RECOMMENDATIONS - DECEMBER 2009

Source FY10 Budget % Chg. Recom.Chg. FY10Revised % Chg. FY11Budget % Chg. Recom.Chg. FY11Revised % Chg.
* Detail of Other Taxes and Fees:

- Prop. Tax - Unorganized Territory 14,758,721 16.8% 0 14,758,721 16.8% 13,528,060 -8.3% 0 13,528,060 -8.3%
- Real Estate Transfer Tax 13,148,078 -23.5% 0 13,148,078 -23.5% 14,922,365 13.5% 0 14,922,365 13.5%
- Liquor Taxes and Fees 21,161,411 1.5% 0 21,161,411 1.5% 21,253,693 0.4% 0 21,253,693 0.4%
- Corporation Fees & Licenses 9,013,771 13.7% (1,508,672) 7,505,099 -5.4% 9,585,771 6.3% (2,080,672) 7,505,099 0.0%
- Public Utilities Tax 16,996,988 -13.0% 0 16,996,988  -13.0% 16,775,988 -1.3% 0 16,775,988 -1.3%
- Finance Industry Fees 22,365,980 -6.4% 0 22,365,980 -6.4% 22,365,980 0.0% 0 22,365,980 0.0%
- Milk Handling Fee 4,753,210 -28.0% 4,446,976 9,200,186 39.3% 3,062,164  -35.6% (365,632) 2,696,532 -70.7%
- Parimutuel and Gaming Revenue 8,303,351 -4.9% 996,605 9,299,956 6.5% 8,472,875 2.0% 1,237,119 9,709,994 4.4%
- Boat, ATV and Snowmobile Fees 4,098,040 -3.9% 0 4,098,040 -3.9% 4,500,295 9.8% 0 4,500,295 9.8%
- Hunting and Fishing License Fees 17,042,965 10.8% 0 17,042,965 10.8% 17,420,998 2.2% 0 17,420,998 2.2%
- Other Miscellaneous Taxes and Fees 11,847,861 -0.4% (173,754) 11,674,107 -1.9% 11,648,103 -1.7% (108,694) 11,539,409 -1.2%
Subtotal - Other Taxes and Fees 143,490,376 -3.6% 3,761,155 147,251,531 -1.1% 143,536,292 0.0% (1,317,879) 142,218,413 -3.4%

** Detail of Other Revenue:

- Liquor Sales and Operations 7,364,611  18.4% 0 7,364,611  18.4% 7,391,759  0.4% 0 7391,759  0.4%
- Targeted Case Management (HHS) 13,396,993  -39% 6,633,983 20030976  43.6% 9,640,280  -28.0% 8,457,415 18,097,695  -9.7%
- State Cost Allocation Program 15599,389  -3.1% 0 15599389  -31% 16533703  6.0% 0 16,533,703  6.0%
- Unclaimed Property Transfer 4483420  -66.1%  (2,150,000) 2333420  -82.3% 4483420  0.0%  (2,150,000) 2333420  0.0%
- Tourism Transfer (9,190591)  -1.3% 168,568 (9,022,023)  05%  (9,245439)  -0.6% 266,039 (8,979,400)  0.5%
- Transfer to Maine Milk Pool (13,349,600)  -13.0% 0  (13,349,600) -13.0% 0 100.0% 0 0 100.0%
- Transfer to STAR Transportation Fund (3,054,519) N/A (80,342)  (3,134,861) N/A  (3,061,703)  -0.2% 114,934 (2,946,769)  6.0%
- Other Miscellaneous Revenue 8,898,108  -64.1%  11,688584 20,586,692 -17.0% 11,106,137  24.8% 11,778,983 22,885,120  11.2%

Subtotal - Other Revenue 24147811  -548% 16,260,793 40,408,604 -24.3% 36,848,157  526% 18,467,371 55315528  36.9%

Detail of Transfers to Tax Relief Programs:
- Maine Resident Property Tax Program (41,326,948) 15.2% 826,948 (40,500,000)  16.9%  (42,973,944)  -4.0% (526,056) (43,500,000) -7.4%
- BETR - Business Equipment Tax Reimb. (59,088,138) 10.5% 2,500,000 (56,588,138)  14.3%  (54,043,140) 8.5% 2,500,000 (51,543,140) 8.9%
- BETE - Municipal Bus. Equip. Tax Reimb.  (16,538,412) -102.4% 1,566,688 (14,971,724)  -83.2%  (21,986,069) -32.9% 4,441,264 (17,544,805) -17.2%
Subtotal - Tax Relief Transfers (116,953,498) 4.9% 4,893,636  (112,059,862) 8.8% (119,003,153)  -1.8% 6,415,208  (112,587,945)  -0.5%

IF&W Total Revenue *** 22,303,940 8.4% (114,023) 22,189,917 7.8% 23,175,138 3.9% (114,023) 23,061,115 3.9%
*** |F&W Revenue is a component of the Other Revenue line but is not included in the Detail of Other Revenue because it includes Other Revenue classified above.

Revenue Forecasting Committee - December 2009 Report Attachment A - General Fund Summary Table - Page 5 of 6



GENERAL FUND REVENUE
REVENUE FORECASTING COMMITTEE RECOMMENDATIONS - DECEMBER 2009

Source FY12 Budget % Chg. Recom.Chg. FY12Revised % Chg. FY13Budget 9% Chg. Recom.Chg. FY13 Revised % Chg.
* Detail of Other Taxes and Fees:

- Prop. Tax - Unorganized Territory 13,992,181 3.4% 0 13,992,181 3.4% 14,473,531 3.4% 0 14,473,531 3.4%
- Real Estate Transfer Tax 13,723,377 -8.0% 0 13,723,377 -8.0% 15,245,148 11.1% 0 15,245,148 11.1%
- Liquor Taxes and Fees 21,218,857 -0.2% 0 21,218,857 -0.2% 21,252,566 0.2% 0 21,252,566 0.2%
- Corporation Fees & Licenses 9,585,771 0.0% (2,080,672) 7,505,099 0.0% 9,585,771 0.0% (2,080,672) 7,505,099 0.0%
- Public Utilities Tax 16,014,397 -4.5% 0 16,014,397 -4.5% 15,251,807 -4.8% 0 15,251,807 -4.8%
- Finance Industry Fees 22,365,980 0.0% 0 22,365,980 0.0% 22,365,980 0.0% 0 22,365,980 0.0%
- Milk Handling Fee 3,062,164 0.0% (319,928) 2,742,236 1.7% 3,062,164 0.0% (319,928) 2,742,236 0.0%
- Parimutuel and Gaming Revenue 8,632,853 1.9% 1,491,364 10,124,217 4.3% 8,796,031 1.9% 1,810,699 10,606,730 4.8%
- Boat, ATV and Snowmobile Fees 4,500,295 0.0% 0 4,500,295 0.0% 4,500,295 0.0% 0 4,500,295 0.0%
- Hunting and Fishing License Fees 17,420,998 0.0% 0 17,420,998 0.0% 17,420,998 0.0% 0 17,420,998 0.0%
- Other Miscellaneous Taxes and Fees 11,646,151 0.0% (110,876) 11,535,275 0.0% 11,659,551 0.1% (110,876) 11,548,675 0.1%
Subtotal - Other Taxes and Fees 142,163,024 (1,020,112) 141,142,912 -0.8% 143,613,842 1.0% (700,777) 142,913,065 1.3%

** Detail of Other Revenue:

- Liquor Sales and Operations 7,691,759 4.1% 0 7,691,759 4.1% 7,891,759 2.6% 0 7,891,759 2.6%
- Targeted Case Management (HHS) 8,958,630 -7.1% 7,892,788 16,851,418 -6.9% 8,958,630 0.0% 7,892,788 16,851,418 0.0%
- State Cost Allocation Program 16,533,703 0.0% 0 16,533,703 0.0% 16,533,703 0.0% 0 16,533,703 0.0%
- Unclaimed Property Transfer 4,483,420 0.0% (2,150,000) 2,333,420 0.0% 4,483,420 0.0% (2,150,000) 2,333,420 0.0%
- Tourism Transfer (9,266,165)  -0.2% 166,590 (9,099,575)  -1.3% (9,498,589)  -2.5% 106,414 (9,392,175)  -3.2%
- Transfer to Maine Milk Pool (11,117,700) N/A 1,695,144 (9,422,556) N/A (11,117,700) 0.0% 1,695,144 (9,422,556) 0.0%
- Transfer to STAR Transportation Fund (3,079,163)  -0.6% 108,820 (2,970,343)  -0.8% (3,127,679) -1.6% 127,632 (3,000,047) -1.0%
- Other Miscellaneous Revenue 11,325,122 2.0% 11,511,293 22,836,415 -0.2% 11,369,262 0.4% 11,511,293 22,880,555 0.2%
Subtotal - Other Revenue 25,529,606  -30.7% 19,224,635 44,754,241  -19.1% 25,492,806 -0.1% 19,183,271 44,676,077 -0.2%
Detail of Transfers to Tax Relief Programs:
- Maine Resident Property Tax Program (53,713,747) -25.0% (2,286,253) (56,000,000) -28.7% (55,287,538)  -2.9% (2,412,462) (57,700,000)  -3.0%
- BETR - Business Equipment Tax Reimb. (54,552,995)  -0.9% 2,500,000 (52,052,995)  -1.0% (49,282,583) 9.7% 2,500,000 (46,782,583)  10.1%
- BETE - Municipal Bus. Equip. Tax Reimb. (28,294,342) -28.7% 8,862,360 (19,431,982) -10.8% (30,950,807)  -9.4% 10,751,092 (20,199,715)  -4.0%
Subtotal - Tax Relief Transfers (136,561,084) -14.8% 9,076,107  (127,484,977) -13.2%  (135,520,928) 0.8% 10,838,630  (124,682,298) 2.2%
IF&W Total Revenue *** 23,177,596 0.0% (114,023) 23,063,573 0.0% 23,184,469 0.0% (114,023) 23,070,446 0.0%

*** |F&W Revenue is a component of the Other Revenue line but is not included in the Detail of Other Revenue because it includes Other Revenue classified above.
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General Fund

FYO06 Actual FYO07 Actual FYO08 Actual FYO09 Actual FY10 FY1l1 FY12 FY13
Current Forecast $2,931,825,687 | $3,019,595,389 | $3,087,818,992 | $2,811,368,295 | $2,856,672,022 | $2,897,906,844 | $2,939,347,762 | $3,035,880,679
Annual % Growth 3.0% 2.3% -9.0% 1.6% 1.4% 1.4% 3.3%
Net Increase (Decrease) ($209,427,300)| ($174,192,413)| ($164,752,815)| ($146,876,612)
Revised Forecast $2,931,825,687 | $3,019,595,389 | $3,087,818,992 | $2,811,368,295 | $2,647,244,722 | $2,723,714,431 | $2,774,594,947 | $2,889,004,067
Annual % Growth 3.0% 2.3% -9.0% -5.8% 2.9% 1.9% 4.1%

General Fund - Sales and Use Tax

FY06 Actual FYO07 Actual FY08 Actual FY09 Actual FY10 FYl1 FY12 FY13
Current Forecast $946,174,276 $971,455,721 $983,057,278 $921,823,720 $938,953,932 $959,337,673 $994,669,738 | $1,032,883,930
Annual % Growth 2.7% 1.2% -6.2% 1.9% 2.2% 3.7% 3.8%
Net Increase (Decrease) ($41,299,662) ($37,565,833)| ($30,155,311)| ($19,060,080)
Revised Forecast $946,174,276 $971,455,721 $983,057,278 $921,823,720 $897,654,270 $921,771,840 $964,514,427 |$1,013,823,850
Annual % Growth 2.7% 1.2% -6.2% -2.6% 2.7% 4.6% 5.1%

Summary of Recommended Changes:

Sales and Use Tax projections are affected primarily by the economic forecast of aggregate Personal Income. The downward adjustments to the projected growth rates for
aggregate Personal Income were significant in the short-term, the decline of the growth in calendar year 2009 from postive 1.0% to -0.6% drove the projections down
significantly. The tax model includes other variables to help capture the effects of oil price increases and changes in savings rates, but the impact from the changes in
these variables was insignificant compared to the Personal Income changes. The other downward force to the forecast was "technical" adjustments that target the tax
models to the most recent actual experience, FY09. The declines in taxable sales during the last 2 months of FY09 resulted in a negative variance of $7.8 million or
(0.8%) and produced a lower base for projections in FY10 on.

Impact of Technical Adjustments ($22,624,784)| ($24,452,159)| ($25,332,437)| ($26,295,069)
Impact of Economic Assumptions ($18,674,878)| ($13,113,674) ($4,822,874) $7,234,989

Despite the significant reductions calculated based on the changes to the underlying economic variables, adjusting for FY09 actual experience and constraining growth of

certain sectors in the model, most notably automobile sales, the sales tax model had difficulty achieving the reduction in taxable sales experienced in the first 4 months of

FY10. The recent, sustained declines in taxable sales are unprecedented and reflects a reaction by consumers that is not adequately captured by the tax models. The RFC
will be watching the performance of taxable sales carefully and explore other additional forecasting techniques to supplement the tax models.

General Fund - Service Provider Tax

FY06 Actual FYO07 Actual FY08 Actual FYQ09 Actual FY10 FY11 FY12 FY13
Current Forecast $47,028,430 $49,400,532 $52,100,664 $52,812,595 $55,590,852 $57,814,486 $59,555,680 $61,840,807
Annual % Growth 5.0% 5.5% 1.4% 5.3% 4.0% 3.0% 3.8%
Net Increase (Decrease) $0 $0 $0 $0
Revised Forecast $47,028,430 $49,400,532 $52,100,664 $52,812,595 $55,590,852 $57,814,486 $59,555,680 $61,840,807
Annual % Growth 5.0% 5.5% 1.4% 5.3% 4.0% 3.0% 3.8%

Summary of Recommended Changes:
No changes are recommended at this time. The Sales and Excise Tax model does not distinguish between Sales and Use Tax and the Service Provider Tax. Variances in
the Service Provider Tax have been small, therefore all tax model forecast changes have been assigned to the Sales and Use Tax.
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General Fund - Individual Income Tax

FYO06 Actual FYO07 Actual FYO08 Actual FYQ09 Actual FY10 FY11 FY12 FY13
Current Forecast $1,364,368,543 | $1,464,928,346 | $1,558,032,961 | $1,365,437,729 | $1,444,804,369 | $1,448,302,023 | $1,496,355,147 | $1,533,800,720
Annual % Growth 7.4% 6.4% -12.4% 5.8% 0.2% 3.3% 2.5%
Net Increase (Decrease) ($166,824,369) | ($134,262,023)| ($133,555,147)| ($126,200,720)
Revised Forecast $1,364,368,543 | $1,464,928,346 | $1,558,032,961 | $1,365,437,729 | $1,277,980,000 | $1,314,040,000 | $1,362,800,000 | $1,407,600,000
Annual % Growth 7.4% 6.4% -12.4% -6.4% 2.8% 3.7% 3.3%

Summary of Recommended Changes:

Individual Income Tax is projected using the income tax component within the tax models. The projections are driven by changes in the economic forecast of Personal
Income components (see Table I-A on page 2). The adjustment in this category are driven by the significant calendar year 2009 downgrades to the growth rates of the
components of Personal Income that most significantly affect the Individual Income Tax projections, including: Wage and Salary Disbursements; Non-Farm Proprietors'
Income; and Dividends, Interest and Rent. Even though the adjustments to growths rates after 2009 were modest, the decline in that current year drop the base so
significantly that all years in the forecast period reflects similar declines. Changes in assumptions regarding capital gains realizations also play a major role in this forecast
for this category (see discussion and Table I-B on page 3 of the report and Appendix G).

The forecast of the Consumer Price Index (CPI) also affects the estimates of the Individual Income Tax as a result of indexing of tax brackets. The only significant
change in the CPI forecast (see Table I-A page 2) was the change for calendar year 2009, which projects less of a decline in CPI.

Impact of Technical Adjustments ($33,291,000)| ($50,032,000)| ($46,461,000)| ($43,035,000)
Impact of Economic Assumptions ($133,533,369)| ($84,230,023)| ($87,094,147)| ($73,165,720)
Presented above is the break out of the recommended changes between the impact of the economic assumptions including capital gains and the technical adjustments. The
technical adjustments in this forecast include an update of tax year 2008 based on updated federal Internal Revenue Service data. The estimated tax liability for that tax
year is lower than previously estimated based on more preliminary data. Tax year 2008 data is still preliminary due to extensions.

General Fund - Corporate Income Tax

FYO06 Actual FYO07 Actual FYO08 Actual FYQ09 Actual FY10 FY11 FY12 FY13
Current Forecast $188,015,558 | $183,851,533 | $184,514,568 | $143,085,966 | $144,697,500 | $143,656,978 | $157,294,573 | $176,081,775
Annual % Growth -2.2% 0.4% -22.5% 1.1% -0.7% 9.5% 11.9%
Net Increase (Decrease) ($26,651,578)| ($24,548,643)| ($25,203,429)| ($26,818,783)
Revised Forecast $188,015,558 | $183,851,533 | $184,514,568 | $143,085,966 | $118,045,922 | $119,108,335 | $132,091,144 | $149,262,992
Annual % Growth -2.2% 0.4% -22.5% -17.5% 0.9% 10.9% 13.0%

Summary of Recommended Changes:

Corporate Income Tax is projected using the income tax component within the tax model. The projections are driven by changes in the economic forecast of Wage and
Salary Employment and corporate profitability (not forecast by the CEFC, see Table I-C on page 4). Profitability in 2008 declined much more than previously projected
dropping the base year for the forecast period significantly.

Impact of Technical Adjustments ($4,797,500) ($4,736,278) ($5,215,161) ($5,475,919)
Impact of Economic Assumptions ($21,854,078) ($19,812,365)| ($19,988,269)| ($21,342,864)
Presented above is the break out of the recommended changes between the impact of the economic assumptions and the technical adjustments. The technical adjustments
in this forecast include an update of tax year 2008.
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General Fund - Cigarette and Tobacco Tax

FYO06 Actual FYO07 Actual FYO08 Actual FYQ09 Actual FY10 FY11 FY12 FY13
Current Forecast $156,951,370 | $158,953,466 | $150,499,432 | $144,242,712 | $137,881,705 | $135,705,195 | $133,358,152 | $130,991,901
Annual % Growth 1.3% -5.3% -4.2% -4.4% -1.6% -1.7% -1.8%
Net Increase (Decrease) $2,258,197 $2,039,384 $1,542,892 $1,588,486
Revised Forecast $156,951,370 | $158,953,466 | $150,499,432 | $144,242,712 | $140,139,902 | $137,744,579 | $134,901,044 | $132,580,387
Annual % Growth 1.3% -5.3% -4.2% -2.8% -1.7% -2.1% -1.7%

Summary of Recommended Changes:
Cigarette and Tobacco Products Tax is projected using the sales and excise tax component of the tax model. The adjustments in this category reflect changes to the
collections in tobacco products tax and not the cigarette tax. Collections from the tobacco products tax were stronger than expected following the change in the tax rate on

smokeless tobacco from 78% of the wholesale sales price to $2.02 per ounce or portion of an ounce.
General Fund - Insurance Companies Tax

FY06 Actual FYO07 Actual FY08 Actual FYO09 Actual FY10 FY11 FY12 FY13
Current Forecast $76,065,864 $74,452,542 $72,292,532 $79,770,431 $71,985,000 $71,990,000 $71,990,000 $71,990,000
Annual % Growth -2.1% -2.9% 10.3% -9.8% 0.0% 0.0% 0.0%
Net Increase (Decrease) $0 $0 $0 $0
Revised Forecast $76,065,864 $74,452,542 $72,292,532 $79,770,431 $71,985,000 $71,990,000 $71,990,000 $71,990,000
Annual % Growth -2.1% -2.9% 10.3% -9.8% 0.0% 0.0% 0.0%

Summary of Recommended Changes:
No change is recommended in this category at this time, despite ending FY09 with a positive variance of $7.8 million (10.8%). This was based on current economic
conditions and the fact that most of the revenue from this tax is collected in the last 4 months of the fiscal year.

General Fund - Estate Tax

FYO06 Actual FYO07 Actual FYO08 Actual FYQ09 Actual FY10 FY11 FY12 FY13
Current Forecast $75,330,514 $54,820,038 $39,890,577 $31,819,188 $30,124,796 $31,945,303 $37,328,353 $42,374,930
Annual % Growth -27.2% -27.2% -20.2% -5.3% 6.0% 16.9% 13.5%
Net Increase (Decrease) ($531,543) ($206,299) ($850,026) ($1,142,098)
Revised Forecast $75,330,514 $54,820,038 $39,890,577 $31,819,188 $29,593,253 $31,739,004 $36,478,327 $41,232,832
Annual % Growth -27.2% -27.2% -20.2% -7.0% 7.3% 14.9% 13.0%

Summary of Recommended Changes:
The estate tax is forecasted using the estate tax model and primarily affected by the forecast of household net worth. Household net worth is projected to increase starting
in 2010 as the economy recovers. Stock market growth and a recovery in the residential housing market are the key areas that are expected to impact estate tax receipts in

FY11 and on.
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General Fund - Other Taxes and Fees

FYO06 Actual FYO07 Actual FYO08 Actual FY09 Actual FY10 FY11 FY12 FY13
Current Forecast $142,539,230 | $143,921,436 | $140,215,511 | $148,909,575 | $143,490,376 | $143,536,292 | $142,163,024 | $143,613,842
Annual % Growth 1.0% -2.6% 6.2% -3.6% 0.0% -1.0% 1.0%
Net Increase (Decrease) $3,761,155 ($1,317,879) ($1,020,112) ($700,777)
Revised Forecast $142,539,230 | $143,921,436 | $140,215,511 | $148,909,575 | $147,251,531 | $142,218,413 | $141,142,912 | $142,913,065
Annual % Growth 1.0% -2.6% 6.2% -1.1% -3.4% -0.8% 1.3%
Summary of Recommended Changes:
Additional detail of the components of the "Other Taxes and Fees" category is provided later in this appendix.

General Fund - Fines, Forfeits and Penalties

FYO06 Actual FYO07 Actual FYO08 Actual FY09 Actual FY10 FY11 FY12 FY13
Current Forecast $37,781,055 $41,415,132 $44,465,534 $44,024,462 $43,559,855 $43,713,619 $43,729,007 $43,747,507
Annual % Growth 9.6% 7.4% -1.0% -1.1% 0.4% 0.0% 0.0%
Net Increase (Decrease) ($11,358,009) ($13,137,358)| ($13,137,358)| ($13,137,358)
Revised Forecast $37,781,055 $41,415,132 $44,465,534 $44,024,462 $32,201,846 $30,576,261 $30,591,649 $30,610,149
Annual % Growth 9.6% 7.4% -1.0% -26.9% -5.0% 0.1% 0.1%

Summary of Recommended Changes:
Adjustments realign existing budgeted revenue within revenue categories to more accurately reflect filing fee revenue and surcharge transfers. It also reflects a net
revenue decrease of over $2.4 M per year. Criminal filings, which make up 80% of Judicial Branch revenue, are trending down by almost 8% in the first quarter of FY'10.
This decrease is partially offset by an increase in fine revenue from reducing the backlog of cases in the Violations Bureau and an increase in the Violations Bureau late
fee from $25 to $50. See Other Miscellaneous revenue for the offset.

General Fund - Income from Investments

FYO06 Actual FYO07 Actual FYO08 Actual FYQ09 Actual FY10 FY11 FY12 FY13
Current Forecast $8,271,869 $1,215,836 $1,074,143 $1,100,129 $947,908 $1,021,543 $1,021,543 $1,021,543
Annual % Growth -85.3% -11.7% 2.4% -13.8% 7.8% 0.0% 0.0%
Net Increase (Decrease) ($1,140,326) ($169,053) ($169,053) ($169,053)
Revised Forecast $8,271,869 $1,215,836 $1,074,143 $1,100,129 ($192,418) $852,490 $852,490 $852,490
Annual % Growth -85.3% -11.7% 2.4% -117.5% 543.0% 0.0% 0.0%

Summary of Recommended Changes:
General Fund cash balances have dropped as revenue has continued to be less than anticipated. Investment earnings on available cash balances are being further eroded

and are now expected to be negative in FY10 as extensive internal cash flow borrowing costs will continue through the end of the fiscal year. Subsequent fiscal years are
also revised downward based on lower cash balances, but not as low as FY10.
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General Fund - Transfer from Lottery Commission

FYO06 Actual FYO07 Actual FYO08 Actual FYQ09 Actual FY10 FY11 FY12 FY13
Current Forecast $50,879,647 $50,624,741 $49,491,086 $49,839,434 $49,534,250 $50,534,250 $50,534,250 $50,534,250
Annual % Growth -0.5% -2.2% 0.7% -0.6% 2.0% 0.0% 0.0%
Net Increase (Decrease) $0 $0 $0 $0
Revised Forecast $50,879,647 $50,624,741 $49,491,086 $49,839,434 $49,534,250 $50,534,250 $50,534,250 $50,534,250
Annual % Growth -0.5% -2.2% 0.7% -0.6% 2.0% 0.0% 0.0%

Summary of Recommended Changes:

No changes are recommended in this forecast. Lottery revenue remains close to budget through October with no indications of any future significant variations from
projections.

General Fund - Transfers to Tax Relief Programs

FYO06 Actual FYO07 Actual FYO08 Actual FYQ09 Actual FY10 FY11 FY12 FY13
Current Forecast ($124,222,180) | ($130,490,756) | ($135,820,175)| ($122,931,820)| ($116,953,498)| ($119,003,153)| ($136,561,084)| ($135,520,928)
Annual % Growth -5.0% -4.1% 9.5% 4.9% -1.8% -14.8% 0.8%
Net Increase (Decrease) $4,893,636 $6,415,208 $9,076,107 $10,838,630
Revised Forecast ($124,222,180) | ($130,490,756)| ($135,820,175)| ($122,931,820)| ($112,059,862)| ($112,587,945)| ($127,484,977)| ($124,682,298)
Annual % Growth -5.0% -4.1% 9.5% 8.8% -0.5% -13.2% 2.2%

Summary of Recommended Changes:
Additional descriptions of the components of the "Transfers to Tax Relief Programs" category are provided later in this appendix.

General Fund - Transfer to Municipal Revenue Sharing

FYO06 Actual FYO07 Actual FYO08 Actual FYQ09 Actual FY10 FY11 FY12 FY13
Current Forecast ($124,222,180) | ($130,490,756)| ($135,820,175)| ($102,160,745)| ($112,092,834)| ($104,495,522)| ($137,620,227)| ($142,972,404)
Annual % Growth -5.0% -4.1% 24.8% -9.7% 6.8% -31.7% -3.9%
Net Increase (Decrease) $11,204,406 $10,092,712 $9,493,987 $8,741,870
Revised Forecast ($124,222,180) | ($130,490,756)| ($135,820,175)| ($102,160,745)| ($100,888,428)| ($94,402,810)| ($128,126,240)| ($134,230,534)
Annual % Growth -5.0% -4.1% 24.8% 1.2% 6.4% -35.7% -4.8%

Summary of Recommended Changes:

These transfers are calculated based on the changes in the Individual Income Tax, Corporate Income Tax, Sales and Use Tax and the Service Provider Tax. The revised
amount of revenue from these sources is multiplied by 5% to determine the total amount to be transferred. With the recent changes to the timing of the monthly transfers
(see PL 2009, c. 213, Part S), an additional calculation is required to determine June's share of the total, because 5% of the June tax revenue amounts are transferred in the
next fiscal year. The calculation of this "lag effect" in this forecast was based on FY09 actual tax collections compared to the total for that fiscal year. That same
percentage was applied to each fiscal year.
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General Fund - Other Revenue

FYO06 Actual FYO07 Actual FYO08 Actual FYQ09 Actual FY10 FY11 FY12 FY13
Current Forecast $72,503,389 $66,040,674 $62,569,638 $53,412,918 $24,147,811 $36,848,157 $25,529,606 $25,492,806
Annual % Growth -8.9% -5.3% -14.6% -54.8% 52.6% -30.7% -0.1%
Net Increase (Decrease) $16,260,793 $18,467,371 $19,224,635 $19,183,271
Revised Forecast $72,503,389 $66,040,674 $62,569,638 $53,412,918 $40,408,604 $55,315,528 $44,754,241 $44,676,077
Annual % Growth -8.9% -5.3% -14.6% -24.3% 36.9% -19.1% -0.2%

Summary of Recommended Changes:
Additional descriptions of the components of the "Other Revenue" category are provided later in this appendix. The significant upward adjustments are largely due to the
changes in the accounting for certain Judicial Department revenue previously recorded as Miscellaneous Fines.

General Fund - Detail of Other Taxes and Fees

Property Tax - Unorganized Territory

FY06 Actual FYO07 Actual FY08 Actual FYQ09 Actual FY10 FY11 FY12 FY13
Current Forecast $11,559,305 $11,376,293 $12,217,081 $12,633,755 $14,758,721 $13,528,060 $14,758,721 $13,528,060
Annual % Growth -1.6% 7.4% 3.4% 16.8% -8.3% 9.1% -8.3%
Net Increase (Decrease) $0 $0 $0 $0
Revised Forecast $11,559,305 $11,376,293 $12,217,081 $12,633,755 $14,758,721 $13,528,060 $14,758,721 $13,528,060
Annual % Growth -1.6% 7.4% 3.4% 16.8% -8.3% 9.1% -8.3%
Summary of Recommended Changes:
No changes are recommended in this forecast.
Real Estate Transfer Tax

FYO06 Actual FYO07 Actual FYO08 Actual FYO09 Actual FY10 FY11l FY12 FY13
Current Forecast $24,595,580 $22,206,638 $17,465,240 $17,184,746 $13,148,078 $14,922,365 $13,723,377 $15,245,148
Annual % Growth -9.7% -21.4% -1.6% -23.5% 13.5% -8.0% 11.1%
Net Increase (Decrease) $0 $0 $0 $0
Revised Forecast $24,595,580 $22,206,638 $17,465,240 $17,184,746 $13,148,078 $14,922,365 $13,723,377 $15,245,148
Annual % Growth -9.7% -21.4% -1.6% -23.5% 13.5% -8.0% 11.1%

Summary of Recommended Changes:

No changes are recommended in this forecast.
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Liquor Taxes and Fees

FY06 Actual | FYO07 Actual | FYO08 Actual | FY09 Actual FY10 FY11 FY12 FY13
Current Forecast $18,814,733 $20,283,406 $20,673,308 $20,844,377 $21,161,411 $21,253,693 $21,218,857 $21,252,566
Annual % Growth 7.8% 1.9% 0.8% 1.5% 0.4% -0.2% 0.2%
Net Increase (Decrease) $0 $0 $0 $0
Revised Forecast $18,814,733 $20,283,406 $20,673,308 $20,844,377 $21,161,411 $21,253,693 $21,218,857 $21,252,566
Annual % Growth 7.8% 1.9% 0.8% 1.5% 0.4% -0.2% 0.2%
Summary of Recommended Changes:
No changes are recommended in this forecast.
Corporate Fees and Licenses

FY06 Actual | FYO07 Actual | FYO08 Actual | FY09 Actual FY10 FY11 FY12 FY13
Current Forecast $7,710,325 $7,935,294 $7,969,156 $7,931,072 $9,013,771 $9,585,771 $9,585,771 $9,585,771
Annual % Growth 2.9% 0.4% -0.5% 13.7% 6.3% 0.0% 0.0%
Net Increase (Decrease) ($1,508,672) (%$2,080,672) (%$2,080,672) (%$2,080,672)
Revised Forecast $7,710,325 $7,935,294 $7,969,156 $7,931,072 $7,505,099 $7,505,099 $7,505,099 $7,505,099
Annual % Growth 2.9% 0.4% -0.5% -5.4% 0.0% 0.0% 0.0%

Summary of Recommended Changes:
The majority of this adjustment is attributed to annual report fees, which were down 8% at the end of FY09, and domestic entity filing fees, which were down 29%
through the month of October 2009. These trends are expected to continue as a result of poor economic conditions. No growth is projected from FY10 levels.

Public Utilities Taxes

FYO06 Actual FYO07 Actual FYO08 Actual FYO09 Actual FY10 FY11 FY12 FY13
Current Forecast $20,627,030 $16,317,029 $16,858,472 $19,536,483 $16,996,988 $16,775,988 $16,014,397 $15,251,807
Annual % Growth -20.9% 3.3% 15.9% -13.0% -1.3% -4.5% -4.8%
Net Increase (Decrease) $0 $0 $0 $0
Revised Forecast $20,627,030 $16,317,029 $16,858,472 $19,536,483 $16,996,988 $16,775,988 $16,014,397 $15,251,807
Annual % Growth -20.9% 3.3% 15.9% -13.0% -1.3% -4.5% -4.8%
Summary of Recommended Changes:
No changes are recommended in this forecast.
Finance Industry Fees

FYO06 Actual FYO07 Actual FYO08 Actual FYO09 Actual FY10 FY11 FY12 FY13
Current Forecast $20,471,110 $22,004,030 $23,638,820 $23,901,210 $22,365,980 $22,365,980 $22,365,980 $22,365,980
Annual % Growth 7.5% 7.4% 1.1% -6.4% 0.0% 0.0% 0.0%
Net Increase (Decrease) $0 $0 $0 $0
Revised Forecast $20,471,110 $22,004,030 $23,638,820 $23,901,210 $22,365,980 $22,365,980 $22,365,980 $22,365,980
Annual % Growth 7.5% 7.4% 1.1% -6.4% 0.0% 0.0% 0.0%

Summary of Recommended Changes:

No changes are recommended in this forecast.
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Milk Handling Fee

FYO06 Actual FYO07 Actual FYO08 Actual FYQ09 Actual FY10 FY11 FY12 FY13
Current Forecast $1,867,527 $2,561,972 $631,997 $6,605,226 $4,753,210 $3,062,164 $3,062,164 $3,062,164
Annual % Growth 37.2% -75.3% 945.1% -28.0% -35.6% 0.0% 0.0%
Net Increase (Decrease) $4,446,976 ($365,632) ($319,928) ($319,928)
Revised Forecast $1,867,527 $2,561,972 $631,997 $6,605,226 $9,200,186 $2,696,532 $2,742,236 $2,742,236
Annual % Growth 37.2% -75.3% 945.1% 39.3% -70.7% 1.7% 0.0%

Summary of Recommended Changes:
These adjustments are based upon the latest milk pricing forecast prepared by Agrimark. Milk prices are now projected to fall lower in the short term than previously
projected resulting in an increase in revenue. The long-term forecast projects milk prices increasing above previously projected levels.

Parimutuel and Gaming Revenue

FYO06 Actual FYO07 Actual FYO08 Actual FYQ09 Actual FY10 FY11 FY12 FY13
Current Forecast $5,262,230 $8,607,317 $8,384,464 $8,730,346 $8,303,351 $8,472,875 $8,632,853 $8,796,031
Annual % Growth 63.6% -2.6% 4.1% -4.9% 2.0% 1.9% 1.9%
Net Increase (Decrease) $996,605 $1,237,119 $1,491,364 $1,810,699
Revised Forecast $5,262,230 $8,607,317 $8,384,464 $8,730,346 $9,299,956 $9,709,994 $10,124,217 $10,606,730
Annual % Growth 63.6% -2.6% 4.1% 6.5% 4.4% 4.3% 4.8%

Summary of Recommended Changes:
The forecast for revenues from the slot machine facility in Bangor has been revised upward based upon a review of actual performance through October 2009. Estimates
for average total slot income per machine per day have been revised upward significantly based upon current activity as well as growth estimates provided by Penn

National Gaming.

Boat, ATV and Snowmobile Fees

FY06 Actual FYO07 Actual FY08 Actual FY09 Actual FY10 FY11 FY12 FY13
Current Forecast $3,477,043 $4,162,079 $4,295,524 $4,262,523 $4,098,040 $4,500,295 $4,500,295 $4,500,295
Annual % Growth 19.7% 3.2% -0.8% -3.9% 9.8% 0.0% 0.0%
Net Increase (Decrease) $0 $0 $0 $0
Revised Forecast $3,477,043 $4,162,079 $4,295,524 $4,262,523 $4,098,040 $4,500,295 $4,500,295 $4,500,295
Annual % Growth 19.7% 3.2% -0.8% -3.9% 9.8% 0.0% 0.0%

Summary of Recommended Changes:
Although this category and other Inland Fisheries and Wildlife revenue has been falling under budget for the first 4 months of FY10, the monthly distribution did not
adequately account for recently enacted fee increases that take effect January 1, 2010. Therefore, no changes are recommended at this time.
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Hunting and Fishing License Fees

FYO06 Actual FYO07 Actual FYO08 Actual FYQ09 Actual FY10 FY11 FY12 FY13
Current Forecast $16,840,079 $16,401,841 $15,683,316 $15,378,849 $17,042,965 $17,420,998 $17,420,998 $17,420,998
Annual % Growth -2.6% -4.4% -1.9% 10.8% 2.2% 0.0% 0.0%
Net Increase (Decrease) $0 $0 $0 $0
Revised Forecast $16,840,079 $16,401,841 $15,683,316 $15,378,849 $17,042,965 $17,420,998 $17,420,998 $17,420,998
Annual % Growth -2.6% -4.4% -1.9% 10.8% 2.2% 0.0% 0.0%

Summary of Recommended Changes:
Although this category and other Inland Fisheries and Wildlife revenue has been falling under budget for the first 4 months of FY10, the monthly distribution did not
adequately account for recently enacted fee increases that take effect January 1, 2010. Therefore, no changes are recommended at this time.

Other Miscellaneous Taxes and Fees

FY06 Actual FY07 Actual FY08 Actual FY09 Actual FY10 FY11 FY12 FY13
Current Forecast $11,314,268 $12,065,538 $12,398,134 $11,900,988 $11,847,861 $11,648,103 $11,646,151 $11,659,551
Annual % Growth 6.6% 2.8% -4.0% -0.4% -1.7% 0.0% 0.1%
Net Increase (Decrease) ($173,754) ($108,694) ($110,876) ($110,876)
Revised Forecast $11,314,268 $12,065,538 $12,398,134 $11,900,988 $11,674,107 $11,539,409 $11,535,275 $11,548,675
Annual % Growth 6.6% 2.8% -4.0% -1.9% -1.2% 0.0% 0.1%
Summary of Recommended Changes:
Health and Human Services - Division of Licensing and Regulatory Services - License Application Fees (1446)
FY10 FY1l1 FY12 FY13
($62,560) $0 $0 $0
One-time adjustment based on the number of facilities currently in each licensing category (i.e. home child care, child care centers, and nursery schools).
Marine Resources - Office of the Commissioner - Various Fishing License Fees
FY10 FY11 FY12 FY13
($78,600) ($76,100) ($37,500) ($37,500)

The major contributor to this downward revision is Lobster and Crab Fishing Licenses, which is the result of concerted efforts to reduce new entry into these fisheries.
Other fishing license fee revenue categories have been reduced as a result of fisheries conservation efforts and the prevalence of red tide.

Secretary of State - Corporations and Elections - Justice of the Peace Fees (1916)

Revenue related to notary public renewal fees have been reduced as a result of the slow economy.

FY10
($32,594)

FY11
($32,594)

FY12
($73,376)

FY13
($73,376)
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Liquor Sales and Operations

General Fund - Detail of Other Revenue

FY06 Actual FYO07 Actual FY08 Actual FYO09 Actual FY10 FY11 FY12 FY13
Current Forecast $2,560,044 $4,440,935 $5,561,666 $6,220,864 $7,364,611 $7,391,759 $7,691,759 $7,891,759
Annual % Growth 73.5% 25.2% 11.9% 18.4% 0.4% 4.1% 2.6%
Net Increase (Decrease) $0 $0 $0 $0
Revised Forecast $2,560,044 $4,440,935 $5,561,666 $6,220,864 $7,364,611 $7,391,759 $7,691,759 $7,891,759
Annual % Growth 73.5% 25.2% 11.9% 18.4% 0.4% 4.1% 2.6%
Summary of Recommended Changes:
No changes are recommended in this forecast.
Targeted Case Management (HHS)

FYO06 Actual FYO07 Actual FYO08 Actual FYO09 Actual FY10 FY11l FY12 FY13
Current Forecast $25,687,188 $12,834,382 $12,157,093 $13,946,371 $13,396,993 $9,640,280 $8,958,630 $8,958,630
Annual % Growth -50.0% -5.3% 14.7% -3.9% -28.0% -7.1% 0.0%
Net Increase (Decrease) $6,633,983 $8,457,415 $7,892,788 $7,892,788
Revised Forecast $25,687,188 $12,834,382 $12,157,093 $13,946,371 $20,030,976 $18,097,695 $16,851,418 $16,851,418
Annual % Growth -50.0% -5.3% 14.7% 43.6% -9.7% -6.9% 0.0%

Summary of Recommended Changes:
Forecast modified to reflect actual collections through October 2009 and the revised assumption of continued revenue collections from child welfare targeted case
management services given the rescission of federal Medicaid regulations that would have limited such collections.

State Cost Allocation Program

FY06 Actual FYO07 Actual FY08 Actual FYO09 Actual FY10 FY11 FY12 FY13
Current Forecast $13,281,561 $15,428,622 $16,289,386 $16,104,670 $15,599,389 $16,533,703 $16,533,703 $16,533,703
Annual % Growth 16.2% 5.6% -1.1% -3.1% 6.0% 0.0% 0.0%
Net Increase (Decrease) $0 $0 $0 $0
Revised Forecast $13,281,561 $15,428,622 $16,289,386 $16,104,670 $15,599,389 $16,533,703 $16,533,703 $16,533,703
Annual % Growth 16.2% 5.6% -1.1% -3.1% 6.0% 0.0% 0.0%

Summary of Recommended Changes:

No changes are recommended in this forecast.
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Unclaimed Property Transfer

FYO06 Actual FYO07 Actual FYO08 Actual FYQ09 Actual FY10 FY11 FY12 FY13
Current Forecast $14,880,517 $10,499,528 $11,114,735 $13,212,409 $4,483,420 $4,483,420 $4,483,420 $4,483,420
Annual % Growth -29.4% 5.9% 18.9% -66.1% 0.0% 0.0% 0.0%
Net Increase (Decrease) ($2,150,000) ($2,150,000) ($2,150,000) ($2,150,000)
Revised Forecast $14,880,517 $10,499,528 $11,114,735 $13,212,409 $2,333,420 $2,333,420 $2,333,420 $2,333,420
Annual % Growth -29.4% 5.9% 18.9% -82.3% 0.0% 0.0% 0.0%

Summary of Recommended Changes:
A struggling economy may have reduced the amount of money expected to be transferred to the General Fund in several ways. 1) The value of gift cards going
unredeemed at businesses is down. 2) The value of uncashed State of Maine checks is lower, perhaps partly due to the increased use of electronic funds transfers as well
as the economy. 3) The portfolio of unclaimed stock turned over to the Treasurer has dropped in market value, resulting in lower revenue when the stock is sold. 4)
Owners of unclaimed property have raised the amount of money claimed from the Treasurer. 5) Cash pool earnings on smaller program balances are lowered. The
aggregate recommended reduction from these categories of $2,150,000 in FY 2010 is continued in subsequent years.

Tourism Transfer

FYO06 Actual FYO07 Actual FYO08 Actual FYQ09 Actual FY10 FY11 FY12 FY13
Current Forecast (7,762,689)|  ($8,221,338)]  ($8,708.437)]  ($9.068,407)]  ($9,190,591)[  ($9,245.439)[  ($9,266,165)|  ($9,498,589)
Annual % Growth -5.9% -5.9% -4.1% -1.3% -0.6% -0.2% -2.5%
Net Increase (Decrease) $168,568 $266,039 $166,590 $106,414
Revised Forecast (7,762,689)[  ($8,221,338)]  ($8,708,437)[  ($9,068,407)]  ($9,022,023)]  ($8,979,400)|  ($9,099,575)]  ($9,392,175)
Annual % Growth -5.9% -5.9% -4.1% 0.5% 0.5% -1.3% -3.2%

Summary of Recommended Changes:
The estimates for this transfer react to changes in the Sales and Use Tax, in particular the 7% portion of this tax, which is also referred to as the meals and lodging tax.
The reductions to the meals and lodging tax collections as part of the Sales and Use Tax collections inversely affect the estimates for these transfers. The effect is also

lagged by one year.

Transfer to Maine Milk Pool

FYO06 Actual FYO07 Actual FYO08 Actual FYQ09 Actual FY10 FY11 FY12 FY13
Current Forecast ($2,616,160)| ($10,158,802)|  ($1,078,425)| ($11,810,960)| ($13,349,600) $0 | ($11,117,700)| ($11,117,700)
Annual % Growth -288.3% 89.4% -995.2% -13.0% 100.0% N/A 0.0%
Net Increase (Decrease) $0 $0 $1,695,144 $1,695,144
Revised Forecast ($2,616,160)| ($10,158,802)| ($1,078,425)| ($11,810,960)| ($13,349,600) $0 |  ($9,422,556)|  ($9,422,556)
Annual % Growth -288.3% 89.4% -995.2% -13.0% 100.0% N/A 0.0%

Summary of Recommended Changes:
These adjustments are based upon the latest milk pricing forecast prepared by Agrimark. A statutory upper limit on the distributions was set for the 2010-2011 biennium

resulting in no change in the current biennium,
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Transfer to STAR Transportation Fund

FYO06 Actual FYO07 Actual FYO08 Actual FYQ09 Actual FY10 FY11 FY12 FY13
Current Forecast $0 $0 $0 $0 ($3,054,519) ($3,061,703) ($3,079,163) ($3,127,679)
Annual % Growth N/A N/A N/A N/A -0.2% -0.6% -1.6%
Net Increase (Decrease) ($80,342) $114,934 $108,820 $127,632
Revised Forecast $0 $0 $0 $0 | ($3,134,861)| ($2,946,769)| ($2,970,343)|  ($3,000,047)
Annual % Growth N/A N/A N/A N/A 6.0% -0.8% -1.0%

Summary of Recommended Changes:
These transfers are calculated based on the collections of 50% of the sales tax collections for short-term automobile rentals and as a result are derived from the sales tax

model outputs based on the economic forecast. The transfers lag collections by one year. FY10 transfers are increased (decreasing General Fund revenue projections) as
a result of actual collections in FY09. FY11 and thereafter reflect the downward revisions of projected sales tax collections.

Other Miscellaneous Revenue

FY06 Actual FYO07 Actual FY08 Actual FYO09 Actual FY10 FY1l1 FY12 FY13
Current Forecast $26,472,928 $41,217,346 $27,233,620 $24,807,971 $8,898,108 $11,106,137 $11,325,122 $11,369,262
Annual % Growth 55.7% -33.9% -8.9% -64.1% 24.8% 2.0% 0.4%
Net Increase (Decrease) $11,688,584 $11,778,983 $11,511,293 $11,511,293
Revised Forecast $26,472,928 $41,217,346 $27,233,620 $24,807,971 $20,586,692 $22,885,120 $22,836,415 $22,880,555
Annual % Growth 55.7% -33.9% -8.9% -17.0% 11.2% -0.2% 0.2%
Summary of Recommended Changes:
Health and Human Services - Miscellaneous Fees (2634 & 2637)
FY10 FY11l FY12 FY13
$43,211 $23,610 $23,610 $23,610

Adjusts revenue from fees charged to residents of the Elizabeth Levinson Center, which the State closed in March 2009. There were unanticipated MaineCare claims for
dates of service prior to March of 2009 that were received in the current year but are not assumed to be ongoing. Also adjusts revenue received by DHHS for fingerprint
checks performed on prospective foster parent candidates. This revenue had not been budgeted, but is anticipated to be about $23,610 annually.

Health and Human Services - Cost Allocation (2698)

FY10
$1,384,793

FY11
$1,384,793

FY12
$1,384,793

FY13
$1,384,793

This revenue source reflects revenues resulting from allocating eligible personnel administrative expenditures to the federal MaineCare program and receiving federal
matching funds. The revised forecast reflects revenue that was not budgeted because of assumptions regarding treatment of such revenue after the recent federal approval
of the DHHS's cost allocation plan.

Conservation - Parks and Lands - Park Fees (2610)

Reflects a one-time adjustment related to increased usage stirred by the anniversary of the parks.

FY10
$10,000

FY1l1
$122,000

FY12
$0

FY13
$0
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Corrections
FY10 FY11 FY12 FY13
($138,000) ($138,000) ($145,500) ($145,500)
Reflects a $115,000 downward revision in revenue received by Long Creek Youth Development Center due to a decline in the number of federal juveniles residing at the
facility. It also includes a downward revision of $5,000 at Charleston Correctional Facility and $18,000 at the Maine State Prison as a result of a decline in the number of
work release job opportunities which results in a decrease in room and board revenue paid by inmates.

Judicial Department - Filing Fees and Miscellaneous Fees (2632, 2637 and 2685)

FY10 FY11 FY12 FY13
$10,635,798 $10,635,798 $10,635,798 $10,635,798
Reflects a change in accounting for certain fees collected by the Judicial Department that were previously recorded as Miscellaneous Fines.
Secretary of State - Bureau of Administrative Services and Corporations - Filing Fees and Other Miscellaneous Fees (2632 and 2637)
FY10 FY11 FY12 FY13
($247,218) ($249,218) ($387,408) ($387,408)
The forecast has been adjusted downward based upon current trends in revenue collections.
General Fund - Detail of Transfers to Tax Relief Programs
Maine Residents Property Tax Program
FYO06 Actual FYO07 Actual FYO08 Actual FY09 Actual FY10 FY11 FY12 FY13
Current Forecast ($42,796,070)|  ($44,440,759)| ($46,689,380)| ($48,751,672)| ($41,326,948)| ($42,973,944)| ($53,713,747)| ($55,287,538)
Annual % Growth -3.8% -5.1% -4.4% 15.2% -4.0% -25.0% -2.9%
Net Increase (Decrease) $826,948 ($526,056) ($2,286,253) ($2,412,462)
Revised Forecast ($42,796,070)|  ($44,440,759)| ($46,689,380)| ($48,751,672)| ($40,500,000)| ($43,500,000)| ($56,000,000)| ($57,700,000)
Annual % Growth -3.8% -5.1% -4.4% 16.9% -7.4% -28.7% -3.0%

Summary of Recommended Changes:
Refunds to eligible Maine residents for burdensome property taxes is expected to increase starting in FY11 because of a combination of lower incomes caused by the

recession and subsequent slow recovery, and an anticipated increase in local property taxes. The annual amount of refunds increases dramatically in FY12 because of the
interaction of the tax and rent program with the reduced Homestead Exemption benefit effective April 1, 2010.

BETR - Business Equipment Tax Reimbursement

FY06 Actual FYO07 Actual FY08 Actual FYO09 Actual FY10 FY11 FY12 FY13
Current Forecast ($67,065,810)| ($66,553,092)| ($67,875,376)| ($66,009,487)| ($59,088,138)| ($54,043,140)| ($54,552,995)| ($49,282,583)
Annual % Growth 0.8% -2.0% 2.7% 10.5% 8.5% -0.9% 9.7%
Net Increase (Decrease) $2,500,000 $2,500,000 $2,500,000 $2,500,000
Revised Forecast ($67,065,810)| ($66,553,092)| ($67,875,376)| ($66,009,487)| ($56,588,138)| ($51,543,140)| ($52,052,995)| ($46,782,583)
Annual % Growth 0.8% -2.0% 2.7% 14.3% 8.9% -1.0% 10.1%

Summary of Recommended Changes:
Refunds to businesses for qualified property taxes paid at the local level are expected to be slightly below the May, 2009 forecast. The recession and slightly lower
effective property tax rates are the reason for the adjustment. Refunds are reduced by 10% during the FY10-11 biennium per the biennial budget.
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BETE - Municipal Business Equi

pment Tax Reimbursement

FYO06 Actual FYO07 Actual FYO08 Actual FYQ09 Actual FY10 FY11 FY12 FY13
Current Forecast $0 $0 $0 | ($8,170,661)| ($16,538,412) ($21,986,069)| ($28,294,342)| ($30,950,807)
Annual % Growth N/A N/A N/A -102.4% -32.9% -28.7% -9.4%
Net Increase (Decrease) $1,566,688 $4,441,264 $8,862,360 $10,751,092
Revised Forecast $0 $0 $0 | ($8,170,661)| ($14,971,724)| ($17,544,805)| ($19,431,982)| ($20,199,715)
Annual % Growth N/A N/A N/A -83.2% -17.2% -10.8% -4.0%

Summary of Recommended Changes:

Based on actual data from the municipalities for the first year of the program, the baseline forecast for the BETE program was reduced. In addition, the new economic
forecast assumes lower levels of investment in eligible property compared to the original forecast developed before the start of the current recession.
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APPENDIX B

Highway Fund




Source

Fuel Taxes

Motor Vehicle Registration & Fees
Inspection Fees

Fines, Forfeits and Penalties
Income from Investments

Other Revenues

Total - Highway Fund Revenue

REVENUE FORECASTING COMMITTEE RECOMMENDATIONS - DECEMBER 2009

FYO05 Actual

220,484,728
84,645,422
4,260,059
1,518,580
1,440,739

13,728,627

326,078,155

% Chg.

3.7%

2.5%

-9.5%

-20.9%

100.1%

44.5%

4.5%

HIGHWAY FUND REVENUE

FYO06 Actual

221,575,309
87,658,962
4,373,692
1,809,813
1,833,806

9,294,574

326,546,157

% Chg.

0.5%

3.6%

2.7%

19.2%

27.3%

-32.3%

0.1%

FY07 Actual % Chg.
226,824,018 2.4%
87,291,874 -0.4%
4,342,519 -0.7%
1,668,000 -7.8%
1,105,987 -39.7%
9,588,686 3.2%
330,821,083 1.3%

FYO08 Actual

225,235,339
86,094,837
4,193,874
1,747,986
1,152,491

9,712,051

328,136,579

% Chg.

-0.7%

-1.4%

-3.4%

4.8%

4.2%

1.3%

-0.8%

FYO09 Actual

21

9

32

6,215,544
1,886,824
4,057,978
1,785,197

480,419

9,816,188

4,242,149

% Chg. FY 09 Budget

-4.0%

6.7%

-3.2%

2.1%

-58.3%

1.1%

-1.2%

217,243,255
92,254,651
3,996,421
1,795,049
458,392

9,401,872

325,149,640

FY 09
Variance

(1,027,711)

(367,827)
61,557

(9,852)
22,027

414,316

(907,491)

% Var.

-0.5%

-0.4%

1.5%

-0.5%

4.8%

4.4%

-0.3%

Revenue Forecasting Committee - December 2009 Report

B-1

Appendix B - Highway Fund Summary Table



HIGHWAY FUND REVENUE
REVENUE FORECASTING COMMITTEE RECOMMENDATIONS - DECEMBER 2009

Source FY10 Budget % Chg. Recom. Chg. FY10 Revised 9% Chg. FY11Budget % Chg. Recom.Chg. FY11Revised % Chg.
Fuel Taxes 220,305,526 1.9% (5,013,500) 215,292,026 -0.4% 214,525,466 -2.6% (4,819,250) 209,706,216 -2.6%
Motor Vehicle Registration & Fees 77,674,394 -15.5% (1,630,701) 76,043,693 -17.2% 79,263,797 2.0% (1,544,383) 77,719,414 2.2%
Inspection Fees 4,157,802 2.5% (110,887) 4,046,915  -0.3% 4,158,186 0.0% (110,887) 4,047,299 0.0%
Fines, Forfeits and Penalties 1,795,049 0.6% (50,000) 1,745,049 -2.2% 1,795,049 0.0% (50,000) 1,745,049 0.0%
Income from Investments 203,237  -57.7% (58,615) 144,622 -69.9% 232,833 14.6% (153,696) 79,137  -45.3%
Other Revenues 8,605,431 -12.3% (389,561) 8,215,870  -16.3% 8,718,777 1.3% (389,561) 8,329,216 1.4%
Total - Highway Fund Revenue 312,741,439  -35% (7,253,264) 305488175 -58% 308,694,108  -1.3% (7,067,777) 301,626,331  -1.3%
Change in Biennial Totals (14,321,041)
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HIGHWAY FUND REVENUE
REVENUE FORECASTING COMMITTEE RECOMMENDATIONS - DECEMBER 2009

Source FY12 Budget % Chg. Recom.Chg. FY12Revised 9% Chg. FY13Budget % Chg. Recom. Chg. FY13 Revised % Chg.
Fuel Taxes 216,610,867 1.0% (5,540,750) 211,070,117 0.7% 222,080,128 2.5% (6,761,750) 215,318,378 2.0%
Motor Vehicle Registration & Fees 82,834,833 4.5% (1,264,107) 81,570,726 5.0% 83,180,178 0.4% (1,264,107) 81,916,071 0.4%
Inspection Fees 4,206,458 1.2% (165,887) 4040571  -0.2% 4,206,458 0.0% (165,887) 4,040,571 0.0%
Fines, Forfeits and Penalties 1,795,049 0.0% (50,000) 1,745,049 0.0% 1,795,049 0.0% (50,000) 1,745,049 0.0%
Income from Investments 232,833 0.0% (153,696) 79,137 0.0% 232,833 0.0% (153,696) 79,137 0.0%
Other Revenues 8,766,971 0.6% (416,136) 8,350,835 0.3% 8,771,971 0.1% (416,136) 8,355,835 0.1%
Total - Highway Fund Revenue 314,447,011  1.9% (7,590,576) 306,856,435  1.7% 320,266,617  1.9% (8,811,576) 311,455,041  1.5%
Change in Biennial Totals (16,402,152)
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Highway Fund

FYO06 Actual FYO07 Actual FY08 Actual FY09 Actual FY10 FY11 FY12 FY13
Current Forecast $326,546,157 | $330,821,083 | $328,136,579 | $324,242,149 | $312,741,439 | $308,694,108 | $314,447,011 | $320,266,617
Annual % Growth 1.3% -0.8% -1.2% -3.5% -1.3% 1.9% 1.9%
Net Increase (Decrease) ($7,253,264) ($7,067,777) (%$7,590,576) ($8,811,576)
Revised Forecast $326,546,157 | $330,821,083 | $328,136,579 | $324,242,149 | $305,488,175 | $301,626,331 | $306,856,435 | $311,455,041
Annual % Growth 1.3% -0.8% -1.2% -5.8% -1.3% 1.7% 1.5%

Highway Fund - Fuel Taxes

FYO06 Actual FYO07 Actual FYO08 Actual FYO09 Actual FY10 FY11l FY12 FY13
Current Forecast $221,575,309 $226,824,018 $225,235,339 $216,215,544 | $220,305,526 $214,525,466 $216,610,867 $222,080,128
Annual % Growth 2.4% -0.7% -4.0% 1.9% -2.6% 1.0% 2.5%
Net Increase (Decrease) ($5,013,500) ($4,819,250) ($5,540,750) ($6,761,750)
Revised Forecast $221,575,309 $226,824,018 $225,235,339 $216,215,544 | $215,292,026 $209,706,216 $211,070,117 $215,318,378
Annual % Growth 2.4% -0.7% -4.0% -0.4% -2.6% 0.7% 2.0%

Summary of Recommended Changes:
The downward adjustment to Special Fuel Tax results from significant changes to the calendar year 2009 Personal Income growth in the economic forecast as well as
reductions in consumption of special fuel, especially diesel. Since consumption of gasoline has increased, no changes were made to Gasoline Tax component in this

forecast period.

Actual and Projected Tax Rates

7/1/2006 Act. | 7/1/2007 Act. | 7/1/2008 Act. | 7/1/2009 Act. 7/1/2010 7/1/2011 7/1/2012

Gasoline Tax

Current Forecast $0.268 $0.276 $0.284 $0.295 $0.295 $0.300 $0.307

Revised Forecast $0.295 $0.300 $0.307
Special Fuel Tax

Current Forecast $0.279 $0.288 $0.296 $0.307 $0.307 $0.313 $0.320

Revised Forecast $0.307 $0.313 $0.319

Highway Fund - Motor Vehicle Registration & Fees
FY06 Actual FYO07 Actual FY08 Actual FYQ09 Actual FY10 FY11 FY12 FY13

Current Forecast $87,658,962 $87,291,874 $86,094,837 $91,886,824 $77,674,394 $79,263,797 $82,834,833 $83,180,178
Annual % Growth -0.4% -1.4% 6.7% -15.5% 2.0% 4.5% 0.4%
Net Increase (Decrease) (%$1,630,701) (%1,544,383) (%1,264,107) (%1,264,107)
Revised Forecast $87,658,962 $87,291,874 $86,094,837 $91,886,824 $76,043,693 $77,719,414 $81,570,726 $81,916,071
Annual % Growth -0.4% -1.4% 6.7% -17.2% 2.2% 5.0% 0.4%

Summary of Recommended Changes:
Long-Term Trailer revenues have been adjusted downward by $1,173,263 in each year of the forecast period. These revenues are expected to be down by 15.9% for
FY10 based upon discussions with major customers, most of whom have indicated they will be reducing their fleet of trailers. These revenues have been flat lined in
fiscal years 2011, 2012 and 2013. Auto Driver's Licenses have been reduced by $346,997 in FY10 and $280,276 in FY11 based upon current trends. These revenues are
down 7.5% to date, and are projected to be down 9.5% at the end of FY10. These two years are also the low years in the 6 year license renewal cycle.
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Highway Fund - Inspection Fees

FYO06 Actual FYO07 Actual FYO08 Actual FYQ09 Actual FY10 FY11 FY12 FY13
Current Forecast $4,373,692 $4,342,519 $4,193,874 $4,057,978 $4,157,802 $4,158,186 $4,206,458 $4,206,458
Annual % Growth -0.7% -3.4% -3.2% 2.5% 0.0% 1.2% 0.0%
Net Increase (Decrease) ($110,887) ($110,887) ($165,887) ($165,887)
Revised Forecast $4,373,692 $4,342,519 $4,193,874 $4,057,978 $4,046,915 $4,047,299 $4,040,571 $4,040,571
Annual % Growth -0.7% -3.4% -3.2% -0.3% 0.0% -0.2% 0.0%

Summary of Recommended Changes:
Permit to Use Highways revenues have been adjusted downward by $150,887 in each year of the forecast period based upon current trends in revenue collections.

Highway Fund - Fines, Forfeits and Penalties

FY06 Actual FYO07 Actual FY08 Actual FYQ09 Actual FY10 FY11 FY12 FY13
Current Forecast $1,809,813 $1,668,000 $1,747,986 $1,785,197 $1,795,049 $1,795,049 $1,795,049 $1,795,049
Annual % Growth -7.8% 4.8% 2.1% 0.6% 0.0% 0.0% 0.0%
Net Increase (Decrease) ($50,000) ($50,000) ($50,000) ($50,000)
Revised Forecast $1,809,813 $1,668,000 $1,747,986 $1,785,197 $1,745,049 $1,745,049 $1,745,049 $1,745,049
Annual % Growth -7.8% 4.8% 2.1% -2.2% 0.0% 0.0% 0.0%

Summary of Recommended Changes:
The $50,000 downward adjustment in each year of the forecast period is attributed to an 8% decline in fine revenue through the month of October which is expected to
continue during the forecast period.

Highway Fund - Income from Investments

FYO06 Actual FYO07 Actual FYO08 Actual FYQ09 Actual FY10 FY11 FY12 FY13
Current Forecast $1,833,806 $1,105,987 $1,152,491 $480,419 $203,237 $232,833 $232,833 $232,833
Annual % Growth -39.7% 4.2% -58.3% -57.7% 14.6% 0.0% 0.0%
Net Increase (Decrease) ($58,615) ($153,696) ($153,696) ($153,696)
Revised Forecast $1,833,806 $1,105,987 $1,152,491 $480,419 $144,622 $79,137 $79,137 $79,137
Annual % Growth -39.7% 4.2% -58.3% -69.9% -45.3% 0.0% 0.0%

Summary of Recommended Changes:
Lower earnings rates than anticipated have resulted in a downward adjustment in each year of the forecast.
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Highway Fund - Other Revenue

FY06 Actual FYQ7 Actual FYO08 Actual FY09 Actual FY10 FY11l FY12 FY13
Current Forecast $9,294,574 $9,588,686 $9,712,051 $9,816,188 $8,605,431 $8,718,777 $8,766,971 $8,771,971
Annual % Growth 3.2% 1.3% 1.1% -12.3% 1.3% 0.6% 0.1%
Net Increase (Decrease) ($389,561) ($389,561) ($416,136) ($416,136)
Revised Forecast $9,294,574 $9,588,686 $9,712,051 $9,816,188 $8,215,870 $8,329,216 $8,350,835 $8,355,835
Annual % Growth 3.2% 1.3% 1.1% -16.3% 1.4% 0.3% 0.1%
Summary of Recommended Changes:
Secretary of State - Bureau of Motor Vehicles - Miscellaneous Services and Fees (2637)
FY10 FY11l FY12 FY13
($389,561) ($389,561) ($391,136) ($391,136)

Reflects a downward adjustment based on recent revenue experience. The bulk of the adjustment is related to reductions in the number of requests for driving records.

Transportation - Administration - Sales of Plans and Specifications (2656)

Reflects adjustments to eliminate revenue in this revenue source throughout the forecast period.

FY10 FY1l1 FY12 FY13
$10,000 $10,000 $10,000 $10,000
Reflects revised projections based on recent experience.
Transportation - Administration -Miscellaneous Income (2686)
FY10 FY11l FY12 FY13
($10,000) ($10,000) ($35,000) ($35,000)
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APPENDIX C

Fund for a Healthy Maine




FUND FOR A HEALTHY MAINE REVENUE

(TOBACCO SETTLEMENT REVENUE)
REVENUE FORECASTING COMMITTEE RECOMMENDATIONS - DECEMBER 2009

Source FYO05 Actual % Chg. FYO06 Actual

Tobacco SettlementPayments:

- Base Payments 49,033,129 0.2% 45,011,759

- Strategic Contribution Payments
Racino Revenue * 0 N/A 1,771,173
Income from Investments 91,444  66.8% 124,780
Attorney General Reimbursements 220 N/A 39
and Other Income **
Total - Tobacco Settlement Revenue 49,124,793 0.2% 46,907,751

% Chg. FYO07 Actual

-8.2%

N/A

36.5%

-82.2%

-4.5%

47,113,687

3,538,805

297,803

217

50,950,512

4.7%

99.8%

138.7%

453.5%

8.6%

% Chg. FYO08 Actual

47,679,747
10,539,443

3,735,774
64,695

25,080

62,044,739

% Chg.

1.2%
N/A

5.6%
-78.3%

N/A

21.8%

FYO09 Actual

52,579,385
10,799,369

4,981,163
49,819

0

68,409,736

% Chg. FY09 Budget

10.3%
2.5%

33.3%

-23.0%

N/A

10.3%

52,579,383
10,799,369

4,861,020
33,982

0

68,273,754

FY 09

Variance % Var.
2 0.0%
0) 0.0%
120,143 2.5%
15,837 46.6%
0 N/A
135,982 0.2%

* Racino Revenue reflects that portion of the State's share of proceeds from slot machines at commercial race tracks designated for the Fund for a Healthy Maine.
** Beginning in FY10, this category reflects revenue transfers from the Fund for a Healthy Maine to General Fund undedicated revenue to offset revenue reductions from the implementation o

PL 2007, c. 467, which limited the sale of certain flavored cigars and cigarettes beginning July 1, 2009.
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FUND FOR A HEALTHY MAINE REVENUE

(TOBACCO SETTLEMENT REVENUE)
REVENUE FORECASTING COMMITTEE RECOMMENDATIONS - DECEMBER 2009

Source FY10 Budget % Chg. Recom.Chg. FY10Revised 9% Chg. FY11Budget % Chg. Recom.Chg. FY11Revised % Chg.

Tobacco SettlementPayments:

- Base Payments 45,793,485 -12.9% (540,163) 45,253,322  -13.9% 43,706,590 -4.6% (867,377) 42,839,213 -5.3%
- Strategic Contribution Payments 9,333,258 -13.6% 383,708 9,716,966  -10.0% 8,910,624 -4.5% 316,672 9,227,296 -5.0%
Racino Revenue * 4,591,063 -7.8% 685,860 5,276,923 5.9% 4,591,063 0.0% 791,908 5,382,971 2.0%
Income from Investments 28,904 -42.0% (7,762) 21,142  -57.6% 30,874 6.8% (18,921) 11,953  -43.5%
Attorney General Reimbursements and (92,660) N/A 0 (92,660) N/A (145,147)  56.6% 0 (145,147) 56.6%

Other Income **

Total - Tobacco Settlement Revenue 59,654,050 -12.8% 521,643 60,175,693 -12.0% 57,094,004 -4.3% 222,282 57,316,286 -4.8%

Change in Biennial Totals 743,925

* Racino Revenue reflects that portion of the State's share of proceeds from slot machines at commercial race tracks designated for the Fund for a Healthy Maine.
** Beginning in FY10, this category reflects revenue transfers from the Fund for a Healthy Maine to General Fund undedicated revenue to offset revenue reductions from the implementation o

PL 2007, c. 467, which limited the sale of certain flavored cigars and cigarettes beginning July 1, 2009.
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FUND FOR A HEALTHY MAINE REVENUE

(TOBACCO SETTLEMENT REVENUE)
REVENUE FORECASTING COMMITTEE RECOMMENDATIONS - DECEMBER 2009

Source FY12 Budget % Chg. Recom.Chg. FY12Revised % Chg. FY13Budget % Chg. Recom.Chg. FY13Revised % Chg.
Tobacco SettlementPayments:
- Base Payments 49,239,602 12.7% (111,090) 49,128,512 14.7% 48,908,436 -0.7% (469,991) 48,438,445 -1.4%
- Strategic Contribution Payments 9,011,068 1.1% 340,096 9,351,164 1.3% 9,039,755 0.3% 216,940 9,256,695 -1.0%
Racino Revenue * 4,682,884 2.0% 941,504 5,624,388 4.5% 4,776,541 2.0% 1,129,067 5,905,608 5.0%
Income from Investments 30,874 0.0% (13,618) 17,256 44.4% 30,874 0.0% (11,242) 19,632 13.8%
Attorney General Reimbursements and (161,699) 11.4% 0 (161,699) 11.4% (164,662) 1.8% 0 (164,662) 1.8%

Other Income **

Total - Tobacco Settlement Revenue 62,802,729 10.0% 1,156,892 63,959,621 11.6% 62,590,944 -0.3% 864,774 63,455,718 -0.8%

Change in Biennial Totals 2,021,666

* Racino Revenue reflects that portion of the State's share of proceeds from slot machines at commercial race tracks designated for the Fund for a Healthy Maine.
** Beginning in FY10, this category reflects revenue transfers from the Fund for a Healthy Maine to General Fund undedicated revenue to offset revenue reductions from the implementation o

PL 2007, c. 467, which limited the sale of certain flavored cigars and cigarettes beginning July 1, 2009.
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Fund for a Healthy Maine - Summary

FYO06 Actual FYO07 Actual FY08 Actual FY09 Actual FY10 FY11 FY12 FY13
Current Forecast $46,907,751 $50,950,512 $62,014,739 $68,409,736 $59,654,050 $57,094,004 $62,802,729 $62,590,944
Annual % Growth 8.6% 2L.7% 10.3% -12.8% -4.3% 10.0% -0.3%
Net Increase (Decrease) $521,643 $222,282 $1,156,892 $864,774
Revised Forecast $46,907,751 $50,950,512 $62,014,739 $68,409,736 $60,175,693 $57,316,286 $63,959,621 $63,455,718
Annual % Growth 8.6% 2L.7% 10.3% -12.0% -4.8% 11.6% -0.8%

Fund for a Healthy Maine - Tobacco Settlement Payments

FY06 Actual FYO07 Actual FY08 Actual FYQ09 Actual FY10 FY11 FY12 FY13
Current Forecast $45,011,759 $47,113,687 $58,189,190 $63,378,754 $55,126,743 $52,617,214 $58,250,670 $57,948,191
Annual % Growth 4.7% 23.5% 8.9% -13.0% -4.6% 10.7% -0.5%
Net Increase (Decrease) ($156,455) ($550,705) $229,006 ($253,051)
Revised Forecast $45,011,759 $47,113,687 $58,189,190 $63,378,754 $54,970,288 $52,066,509 $58,479,676 $57,695,140
Annual % Growth 4.7% 23.5% 8.9% -13.3% -5.3% 12.3% -1.3%

Summary of Recommended Changes:
Revised to reflect updated projections from Global Insights and the National Association of Attorneys General. It includes updated estimates of the amounts of disputed
payments and continues the assumption that Phillip Morris/Altria will not withhold disputed payments.

Fund for a Healthy Maine - Racino Revenue

FYO06 Actual FYO07 Actual FYO08 Actual FYQ09 Actual FY10 FY11 FY12 FY13
Current Forecast $1,771,173 $3,538,805 $3,735,774 $4,981,163 $4,591,063 $4,591,063 $4,682,884 $4,776,541
Annual % Growth 99.8% 5.6% 33.3% -7.8% 0.0% 2.0% 2.0%
Net Increase (Decrease) $685,860 $791,908 $941,504 $1,129,067
Revised Forecast $1,771,173 $3,538,805 $3,735,774 $4,981,163 $5,276,923 $5,382,971 $5,624,388 $5,905,608
Annual % Growth 99.8% 5.6% 33.3% 5.9% 2.0% 4.5% 5.0%

Summary of Recommended Changes:
Revenue increases in each year of the forecast reflect actual revenue through October, higher growth rates for income and a slight reduction in the payout percentage. The
forecast for revenues from the slot machine facility in Bangor has been revised upward based upon a review of actual performance through October 2009. Estimates for
average total slot income per machine per day have been revised upward significantly based upon current activity as well as growth estimates provided by Penn National

Gaming.
Fund for a Healthy Maine - Income from Investments
FY06 Actual FYO07 Actual FY08 Actual FYQ09 Actual FY10 FY11 FY12 FY13

Current Forecast $124,780 $297,803 $64,695 $49,819 $28,904 $30,874 $30,874 $30,874
Annual % Growth 138.7% -78.3% -23.0% -42.0% 6.8% 0.0% 0.0%
Net Increase (Decrease) ($7,762) ($18,921) ($13,618) ($11,242)
Revised Forecast $124,780 $297,803 $64,695 $49,819 $21,142 $11,953 $17,256 $19,632
Annual % Growth 138.7% -78.3% -23.0% -57.6% -43.5% 44.4% 13.8%

Summary of Recommended Changes:
Estimate reflects the effect of a change in the treatment of working capital advances from the General Fund that the Fund for a Healthy Maine is not eligible for interest
earnings in the fund when there are outstanding working capital advances from the General Fund.
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APPENDIX D

Medicaid/MaineCare
Dedicated Revenue Taxes




MEDICAID/MAINECARE DEDICATED REVENUE TAXES
REVENUE FORECASTING COMMITTEE RECOMMENDATIONS - DECEMBER 2009

FY 09

Source FYO05 Actual % Chg. FYO06 Actual % Chg. FYO07 Actual % Chg. FYO08 Actual % Chg. FYO09 Actual % Chg. FY09 Budget Variance % Var.
Nursing Facility Tax* 29,241,327  -4.1% 31,397,376 7.4% 30,061,513  -4.3% 31,343,582 4.3% 28,777,390  -8.2% 30,173,119 (1,395,729)  -4.6%
Residential Treatment Facility (ICFs/MR) 1,958,739  21.1% 1,868,534  -4.6% 1,880,205 0.6% 1,819,275  -3.2% 1,572,670 -13.6% 1,553,655 19,015 1.2%
Tax*
Hospital Tax ** 48,907,135 198.5% 54,050,888  10.5% 59,807,056  10.6% 60,515,510 1.2% 69,958,821  15.6% 70,897,026 (938,205) -1.3%
Service Provider Tax - Private Non- 15,430,099 N/A 30,779,242 99.5% 33,955,412 10.3% 36,494,882 7.5% 37,720,482 3.4% 38,008,446 (287,964) -0.8%
Medical Institutions (PNMIs)***
Total - Health Care Provider Taxes 95,537,301 97.0% 118,096,040 23.6% 125,704,185 6.4% 130,173,249 3.6% 138,029,363 6.0% 140,632,246 (2,602,883) -1.9%

Change in Biennial Totals

* The nursing facility and residential treatment facility tax rates were decreased in PL 2007, c. 539, Part X from 6.0% to 5.5% beginning in FY09 consistent with federal law.
** The hospital tax base year was modified again in PL 2007, c. 545, to hospital fiscal years ending during calendar year 2006 beginning in FY 09.

*** The MaineCare service provider tax was expanded in FY06 to include: community support services (effective 6/29/05), day habilitation services (effective 7/1/05), personal support services (effective 7/1/05) and
residential training services (effective 7/1/05).

Revenue Forecasting Committee - December 2009 Report Appendix D - Medicaid/MaineCare Dedicated Revenue Taxes Summary Table

D-1



MEDICAID/MAINECARE DEDICATED REVENUE TAXES
REVENUE FORECASTING COMMITTEE RECOMMENDATIONS - DECEMBER 2009

Source FY10 Budget 9% Chg. Recom.Chg.* FY10 Revised % Chg. FY11Budget % Chg. Recom.Chg.* FY11 Revised % Chg.
Nursing Facility Tax 30,173,119 4.9% 0 30,173,119 4.9% 30,173,119 0.0% 0 30,173,119 0.0%
Residential Treatment Facility (ICFs/MR) 1,553,655 -1.2% 0 1,553,655 -1.2% 1,553,655 0.0% 0 1,553,655 0.0%
Tax
Hospital Tax 70,897,026 1.3% (862,348) 70,034,678 0.1% 70,897,026 0.0% (862,348) 70,034,678 0.0%
Service Provider Tax - Private Non-Medical 38,102,002 1.0% (1,536,200) 36,565,802 -3.1% 38,197,896 0.3% (2,403,543) 35,794,353 -2.1%

Institutions (PNMIs) *

Total - Health Care Provider Taxes 140,725,802 2.0% (2,398,548) 138,327,254 0.2% 140,821,696 0.1% (3,265,891) 137,555,805  -0.6%

Change in Biennial Totals (5,664,439)

* The recommended change for FY 10 and FY 11 for the Service Provider Tax (PNMIs) reflects the impact on revenues of budget initiatives enacted in PL 2009, c. 213.
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MEDICAID/MAINECARE DEDICATED REVENUE TAXES
REVENUE FORECASTING COMMITTEE RECOMMENDATIONS - DECEMBER 2009

Source FY12 Budget % Chg. Recom. Chg. FY12 Revised % Chg. FY13 Budget % Chg. Recom.Chg. FY13 Revised % Chg.
Nursing Facility Tax 30,173,119  0.0% 0 30,173,119  0.0% 30,173,119 0.0% 0 30,173,119  0.0%
Residential Treatment Facility (ICFS/MR) 1,553,655  0.0% 0 1,553,655  0.0% 1,553,655 0.0% 0 1,553,655  0.0%
Tax
Hospital Tax 70,897,026  0.0% (862,348) 70,034,678  0.0% 70,897,026 0.0% (862,348) 70,034,678  0.0%
Service Provider Tax - Private Non- 38,296,188  0.3%  (2,501,835) 35,794,353  0.0% 38,396,938 0.3% (2,602,585) 35,794,353  0.0%
Medical Institutions (PNMIs)
Total - Health Care Provider Taxes 140,919,988  0.1% (3,364,183) 137,555,805 0.0% 141,020,738 0.1% (3,464,933) 137,555,805  0.0%
Change in Biennial Totals (6,829,117)
Revenue Forecasting Committee - December 2009 Report Appendix D - Medicaid/MaineCare Dedicated Revenue Taxes Summary Table

D-3



Medicaid/MaineCare Dedicated Revenue Taxes

FYO06 Actual FYO07 Actual FY08 Actual FY09 Actual FY10 FY11 FY12 FY13
Current Forecast $118,096,040 | $125,704,186 | $130,173,249 | $138,029,363 | $140,725,802 | $140,821,696 | $140,919,988 | $141,020,738
Annual % Growth 6.4% 3.6% 6.0% 2.0% 0.1% 0.1% 0.1%
Net Increase (Decrease) ($2,398,548) ($3,265,891) ($3,364,183) ($3,464,933)
Revised Forecast $118,096,040 | $125,704,186 | $130,173,249 | $138,029,363 | $138,327,254 | $137,555,805 | $137,555,805 | $137,555,805
Annual % Growth 6.4% 3.6% 6.0% 0.2% -0.6% 0.0% 0.0%

Medicaid/MaineCare Dedicated Revenue Taxes - Hospital Tax

FYO06 Actual FYO07 Actual FY08 Actual FYO09 Actual FY10 FY11 FY12 FY13
Current Forecast $54,050,888 $59,807,056 $60,515,510 $69,958,821 $70,897,026 $70,897,026 $70,897,026 $70,897,026
Annual % Growth 10.6% 1.2% 15.6% 1.3% 0.0% 0.0% 0.0%
Net Increase (Decrease) ($862,348) ($862,348) ($862,348) ($862,348)
Revised Forecast $54,050,888 $59,807,056 $60,515,510 $69,958,821 $70,034,678 $70,034,678 $70,034,678 $70,034,678
Annual % Growth 10.6% 1.2% 15.6% 0.1% 0.0% 0.0% 0.0%

Summary of Recommended Changes:
Reflects actual expected billing through FY 10 for November and May. Future years are revised based on FY 10 changes with the designed flat growth pattern.

Medicaid/MaineCare Dedicated Revenue Taxes - Service Provider Tax - Private Non-Medical Institutions (PNMIs)

FY06 Actual | FYO07 Actual | FYO08 Actual | FY09 Actual FY10 FY11 FY12 FY13
Current Forecast $30,779,242 $33,955,412 $36,494,882 $37,720,482 $38,102,002 $38,197,896 $38,296,188 $38,396,938
Annual % Growth 10.3% 7.5% 3.4% 1.0% 0.3% 0.3% 0.3%
Net Increase (Decrease) ($1,536,200) ($2,403,543) ($2,501,835) ($2,602,585)
Revised Forecast $30,779,242 $33,955,412 $36,494,882 $37,720,482 $36,565,802 $35,794,353 $35,794,353 $35,794,353
Annual % Growth 10.3% 7.5% 3.4% -3.1% -2.1% 0.0% 0.0%
Summary of Recommended Changes:
Reflect the implications on revenue of enacted MaineCare PNMI policy changes.

Medicaid/MaineCare Dedicated Revenue Taxes - Nursing Facility Tax

FY06 Actual | FYO07 Actual | FYO08 Actual | FY09 Actual FY10 FY11 FY12 FY13
Current Forecast $31,397,376 $30,061,513 $31,343,582 $28,777,390 $30,173,119 $30,173,119 $30,173,119 $30,173,119
Annual % Growth -4.3% 4.3% -8.2% 4.9% 0.0% 0.0% 0.0%
Net Increase (Decrease) $0 $0 $0 $0
Revised Forecast $31,397,376 $30,061,513 $31,343,582 $28,777,390 $30,173,119 $30,173,119 $30,173,119 $30,173,119
Annual % Growth -4.3% 4.3% -8.2% 4.9% 0.0% 0.0% 0.0%

Summary of Recommended Changes:

No change recommended.
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Medicaid/MaineCare Dedicated Revenue Taxes - Residential Treatment Facility (ICFs/MR) Tax

FY06 Actual FYO07 Actual FY08 Actual FYO09 Actual FY10 FY11 FY12 FY13
Current Forecast $1,868,534 $1,880,205 $1,819,275 $1,572,670 $1,553,655 $1,553,655 $1,553,655 $1,553,655
Annual % Growth 0.6% -3.2% -13.6% -1.2% 0.0% 0.0% 0.0%
Net Increase (Decrease) $0 $0 $0 $0
Revised Forecast $1,868,534 $1,880,205 $1,819,275 $1,572,670 $1,553,655 $1,553,655 $1,553,655 $1,553,655
Annual % Growth 0.6% -3.2% -13.6% -1.2% 0.0% 0.0% 0.0%

Summary of Recommended Changes:

No change recommended.
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Summary

The Maine Consensus Economic Forecasting Commission (CEFC) convened on October 26,
20009 to revise its April 2009 forecast. A follow-up meeting was held November 2, 2009 to
provide additional details on the components of personal income. This report provides a
summary of the Commission’s findings.

The decline in the national and state economic outlook has begun to ease since the CEFC met in
March. The U.S. economy grew at 3.5% (preliminary estimate) in the third quarter of 2009,
reversing four quarters of decline. Oil prices remain below their mid-2008 peak, and the fall in
home sales and prices appear to be leveling off. Consumer sentiment has improved somewhat in
recent months. Some states are beginning to see improving economic conditions. However,
while there is growing belief that the national recession has now technically ended, economic
conditions remain fragile.

The Fall forecast reflects a slowing of the sharp decline in national and state economic activity
that began in the fall of 2008. The revised forecast reduces expectations of employment losses
compared with the Spring forecast, but continues to expect three more quarters of employment
loss. A modest recovery will begin in mid-2010. Sharp declines in wages and salaries and
proprietors’ income during the first quarter of 2009 will result in a slight decline in personal
income over the year, followed by a weak recovery in this measure through 2010. The growth in
transfer payments (including unemployment insurance) will offset losses in wage and salary
income in 2010, resulting in a small positive change in personal income. Total wages and
salaries will continue to decline in early 2010 and begin to grow in the second half of the year,
but on a year-over-year basis wages and salaries will decline in 2010.

The commission projects continued losses in Maine non-farm wage and salary employment in
2009 and 2010 (-2.9% and -1.2% respectively, on an annual average year-over-year basis),
followed by a recovery period starting in mid-2010. The forecast for personal income growth in
2011 through 2013 has been increased as wage and salary income is expected to begin picking
up in 2011. The commission left its forecast largely untouched for the Consumer Price Index
(CPI), a measure of household inflation, revising 2009 upwards (from -1.4% to -0.5%) and 2011
downwards (from 2.3% to 2.0%).

The table below provides the forecast’s major indicators.

Calendar Years | 2009 2010 2011 2012 2013
Wage & Salary Employment (Annual Percentage Change)
CEFC Forecast 4/2009 -38 -16 14 22 20
CEFC Forecast 11/2009 29 -12 12 22 20
Personal Income (Annual Percentage Change)
CEFC Forecast 4/2009 10 12 28 40 47
CEFC Forecast 11/2009 -06 12 32 44 48
CPI (Annual Percentage Change)
CEFC Forecast 4/2009 -14 17 23 21 20
CEFC Forecast 11/2009 -05 17 20 21 20

In making these adjustments, the CEFC drew upon information presented by several state
agencies, including the Maine Department of Labor, Maine Revenue Services, and the Maine
State Planning Office. The following sections summarize their reports.
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Maine State Planning Office

The latest economic indicators show that while the recession may be beginning to ease since the
CEFC’s last meeting in March, economic conditions remain fragile. The Maine Coincident
Economic Activity Index, a proxy for State GDP, decreased 4.9% in August 2009 over August
2008. Maine’s year-over-year change has been flat or negative since June 2008. Nationally, for
the three month period ending in August, the indexes have decreased for 40 states (including
Maine).

Total personal income shrank by 0.4% over the first two quarters of 2009 compared to the first
two quarters of 2008. Wage and salary income shrank by 3.7%. On October 16, 2009, the Bureau
of Economic Analysis released a comprehensive revision of the personal income figures from
1969 to 2008. In some instances the revised figures are noticeably different from previous
estimates used by the CEFC.

The Consumer Price Index was 1.3% lower in September 2009 than a year ago. Core inflation,
which excludes food and energy, was 1.5% higher in September 2009 than a year ago. The
Consumer Price Index for the first half of 2009 was 0.6% lower than the first half of 2008,
mostly because of the decline in fuel prices since the mid-2008 spike.

In September 2009, the University of Michigan Consumer Sentiment Survey, a monthly survey
that tracks consumer confidence in the U.S., rose to its highest level since the start of 2008. It has
increased 30% since February 2009.

The price of oil rose to $68/barrel in the third quarter of 2009, around half its 2008 peak of
nearly $124/barrel. Prices continue to inch upwards, with West Texas Intermediate currently
trading around $78 (as of 10/19/09).

The price of heating oil remains below levels from the past two years, coming in at $2.38 per
gallon as of October 16, 2009. Heating oil prices in the late summer of 2009 were well below
prices for those same months in 2008.

Existing home sales in Maine rose slightly between the first and second quarters of 2009.
Compared to the same period last year, sales were down 5.6% in the second quarter of 2009.
Building permits for single family homes were down 22.8% in August 2009 compared to August
2008, on a seasonally adjusted basis. Since May 2006, 38 of 40 months have seen negative
growth year over year. In July 2009, housing permits authorized in Maine were 8.3% higher than
they were in July 2008, the first time year-over-year growth was positive since July 2007.

Home prices in the Portland—South Portland—Biddeford metropolitan area were down 9% in the
second quarter of 2009 compared to the same period last year. This makes 13 consecutive
quarters where prices have remained flat (< 1% increase) or decreased.

Maine Department of Labor

Since the beginning of the recession, nonfarm wage and salary employment has declined steeply,
with around 27,000 jobs lost through September 2009. Maine has generally been tracking with
national figures on over-the-month changes, with the particularly large differences in October
2008 and January 2009 due to the seasonal adjustment process.

Overall, Maine’s job loss has not been as bad as the U.S. From the start of the recession through
September 2009, nonfarm jobs are down 4.4% in Maine compared with 5.2% nationally. Job
losses have been widespread across industry sectors, with education and health care the only
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sector to actually add jobs throughout the recession. Growth in health care and social assistance
jobs have driven growth in that industry, while educational services jobs have remained
relatively flat.

The current recession is starting to look like that from the early 1990s in terms of the rate of job
loss 21 months into the recession, and it does not appear that job losses have bottomed out yet.

The unemployment rate has been fairly steady for the past few months, despite job losses, and
has remained below the national average in 2009. The unemployment rate for Maine was 8.5%
in September 2009. The labor force has been basically flat for about four months now. There has
been divergence between the establishment-based nonfarm jobs numbers and the household-
based resident employed and unemployed numbers. The household series is not reflecting as
dramatic a decline in workforce conditions as the establishment series.

Total wages paid were down significantly in the first half of 2009 and came in below 2007 levels
(not adjusted for inflation). The decline in wages paid relative to jobs has been greater than
during the early 1990s recession. Job losses were the primary factor contributing to the loss in
wages, but a reduction of average hours worked also contributed.

The number of initial claims for unemployment insurance (4-week moving average) remains
above comparable rates from the past three years. There have been spikes in claims whenever
new unemployment programs were established, and the U.S. Senate is currently considering a
bill to extend benefits further. If this bill does not pass, there will soon be a large increase in the
number of people exhausting their benefits. The total benefits paid from March 2008 to March
2009 are equivalent to the third largest private payroll in the state during that time.

In the past, online job postings and nonfarm jobs have seemed to be related; job postings have
begun to pick up in recent months, especially in the health care sector. Whether these job
postings will be a good leading indicator remains to be seen.

This past spring was a very difficult time to estimate nonfarm job numbers because of the large
number of furloughs, shutdown days, temporary layoffs, and reduced workweeks. These may
have run their course, and the number of businesses reporting mass layoffs has diminished in
recent months.

Maine Revenue Services

Declines in Maine revenues have continued through September 2009, with total revenues under
budget by 7.2% (around $42.3 million) fiscal year to date. The sales and use tax and individual
income tax have seen the most variance from budget. General Fund revenues for the first quarter
of fiscal year 2010 were 9.5% lower than for the first quarter of fiscal year 2009.

Taxable sales were down 6.0% in August 2009 compared to August 2008, and are down 8.0%
for the 12 months ending August 2009 compared to the previous 12-month period. The only
other month since the 1970s that has seen a decline in taxable sales similar to the current
situation was January 1992 compared to January 1991. Total taxable sales have been flat or
declining since the third quarter of 2008.

Taxable retail sales are weak in nearly all sectors; for August 2009 compared to August 2008,
sales were down 18.1% for building supplies, 9.2% for lodging, 8.4% for general merchandise,
and 5.1% for restaurants. Auto sales were actually 8.1% higher in August 2009 compared to
August 2008 because of increased sales from the Cash for Clunkers program. Since the program
has ended, auto sales for September 2009 are expected to be around 15-20% lower than they
were in September 2008 based on sample data.



Over the three months making up the summer tourist season (June, July, and August), taxable
sales for restaurants were down 4% compared to the same three months in 2008 and lodging
sales were down 11%. The weather in June and July was very rainy, but August sales did not see
a bump up, despite improvements in the weather.

The sales and use tax revenues are expected to be about $7 million under budget for October
2009. Individual income tax revenues have been under budget consistently since their precipitous
decline in April. Employer tax withholdings are down around 3% for 2009 year-to-date
compared to 2008; the only other time withholdings had this type of year-over-year decline was
in the early 1990s, but then it never exceeded 3%. Withholdings for October will be under
budget again, and each month’s withholdings seems to be further off budget.

Corporate income tax revenues seemed to hold up fairly well, but requests for refunds have
increased with the October 15 deadline. Substantial sums will be refunded to large corporations
over the next few months. The oil companies in particular had a worse year in 2008 than 2007.
The real estate transfer tax has been holding up and is running ahead of budget. Transfers to tax
relief programs have been less than anticipated at this stage as well.

Overall, there are not yet any signs of a bottom, and other states are seeing similar situations.

Consensus Forecast

The CEFC adjusted its economic forecast according to the latest economic data and the resulting
changes in the forecast models. This round of adjustments reflects a slowing of the sharp decline
in economic activity that began in the fall of 2008. In considering these changes, the CEFC
referred to economic forecasts from Global Insight and Economy.com as well as the forecast for
the New England Economic Partnership (NEEP). The comprehensive revisions to personal
income made by the Bureau of Economic Activity were also considered. In several cases, the
revised personal income data are substantially different from the personal income data upon
which the previous economic forecasts were based.

For the first time, the CEFC forecast of annual growth is based on forecasts of change on a
quarterly basis for 2009 and 2010, which were then converted to annual year-over-year growth
rates for these two years. This was done to allow the Commission to fully examine the question
of when the turning point in the economy would be reached and the extent of the change from
recession to recovery. The CEFC also seeks to provide more detailed advice on the issue of the
timing of changes in the economy to help the Revenue Forecasting Committee translate an
economic forecast based on calendar years into a revenue forecast based on fiscal years. It should
be noted that there is a greater amount of uncertainty in forecasts of quarterly rates than annual
ones, but the importance of identifying the turning point dictates the use of annualized quarterly
growth rates. The Commission continued to consider only annual growth rates for 2011-2013.

The revised forecast reduces expectations of employment declines compared with the Spring
forecast, but three more quarters of employment loss are still expected, with a modest recovery
beginning in mid-2010. The Commission is projecting continued losses in Maine non-farm wage
and salary employment in 2009 and 2010 (-2.9% and -1.2% respectively, on an annual average
year-over-year basis), followed by a recovery period starting in mid-2010.

The Commission left its forecast largely untouched for the Consumer Price Index (CPI), a
measure of household inflation, revising 2009 upwards (from -1.4% to -0.5%) and 2011
downwards (from 2.3% to 2.0%). In previous recessions, income growth has been held up by
inflation, but during this recession incomes have not had this boost. For example, there will not
be a cost-of-living adjustment for social security this year because of the decline in the CPIL.
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The CEFC forecasts a -0.6% decline in personal income in 2009 with 1.2% growth in 2010.
Steep declines in wages and salaries and proprietors’ income during the first quarter of 2009 will
result in a slight decline in personal income over the year, followed by a weak recovery through

2010.

The growth in transfer payments (which includes unemployment insurance and medical benefits)
will offset losses in wage and salary income in 2010, resulting in a small positive change in
personal income even while wage and salary income falls. The forecast for personal income
growth in 2011 through 2013 has been increased as wage and salary income is expected to begin
picking up in 2011.

The forecast for wage and salary income growth in 2009 was reduced to -4.7% and is projected
to be -0.4% in 2010 before rising to 2.5% growth in 2011. The forecast for other labor income
has been reduced for 2009 (from 1.9% to 0.5%) but increased for 2010 and 2011 (to 3.1% and
3.3%, respectively, from 1.3% and 2.7%).

Non-farm proprietors’ income dropped substantially in the first half of 2009, causing the CEFC
to reduce its 2009 forecast from -2.2% to -6.1%. Dividends, interest, and rent also experienced a
decline in the first half of 2009, leading to a projected rate of -3.5% for 2009 (down from -1.0%
in the previous CEFC forecast). As interest rates rise and the real estate market recovers, the
forecast for dividends, interest, and rent is expected to pick up in 2012 and 2013, with growth
rates of 6.0% and 7.0%, respectively, revised upwards from 3.0% and 4.0% in the previous
forecast.



Maine Consensus Economic Forecasting Commission

November 2009 Forecast Annual History Annual Forecast
2007 2008 2009 2010 2011 2012 2013
CPI-U* (Annual Change) 2.8% 3.8% -0.5% 1.7% 2.0% 2.1% 2.0%
Maine Unemployment Rate** 4.6% 5.4% 8.4% 9.4% 8.8% 7.0% 5.8%
3-Month Treasury Bill Rate** 4.4% 1.4% 0.2% 0.4% 2.1% 3.8% 4.3%
10-Year Treasury Note Rate** 4.6% 3.7% 3.4% 4.6% 5.4% 5.8% 5.1%
Maine Wage & Salary Employment* 617.8 615.8 597.9 590.7 597.8 611.0 623.2
Natural Resources 2.7 2.5 2.3 2.2 2.2 2.2 2.3
Construction 30.8 29.3 26.0 24.5 24.6 24.9 25.4
Manufacturing 59.1 58.9 53.4 51.8 52.4 52.9 53.0
Trade/Trans./Public Utils. 126.4 1245 119.0 115.4 115.9 117.6 119.3
Information 11.3 10.8 10.3 10.0 9.9 9.9 9.9
Financial Activities 33.3 32.6 31.7 31.3 31.8 324 32.9
Prof. & Business Services 53.6 55.9 55.5 56.0 57.6 60.0 62.0
Education & Heath Services 116.1 117.6 119.2 120.5 123.2 127.3 131.7
Leisure & Hospitality Services 60.1 59.7 58.2 58.4 60.3 63.3 65.8
Other Services 19.9 19.9 19.4 18.9 18.9 19.0 19.1
Government 104.3 104.1 102.8 101.6 101.2 101.2 101.7
Agricultural Employment 17.6 17.8 16.5 16.7 16.9 16.9 16.9
Maine Wage & Salary Employment* 0.5% -0.3% -2.9% -1.2% 1.2% 2.2% 2.0%
Natural Resources -1.8% -7.1% -8.5% -5.4% 1.8% 2.0% 1.0%
Construction -1.6% -5.0% -11.0% -5.9% 0.2% 1.5% 2.0%
Manufacturing -1.6% -0.3% -9.3% -2.9% 1.0% 1.0% 0.2%
Trade/Trans./Public Utils. 0.6% -1.5% -4.3% -3.0% 0.4% 1.5% 1.5%
Information 0.7% -4.3% -5.2% -2.9% -0.2% 0.0% 0.0%
Financial Activities -1.0% -2.0% -2.8% -1.2% 1.6% 2.0% 1.5%
Prof. & Business Services 3.0% 4.4% -0.8% 0.9% 2.8% 4.3% 3.3%
Education & Heath Services 1.8% 1.4% 1.3% 1.1% 2.2% 3.4% 3.4%
Leisure & Hospitality Services 0.4% -0.6% -2.5% 0.3% 3.2% 4.9% 4.0%
Other Services 0.9% -0.1% -2.5% -2.5% 0.1% 0.5% 0.5%
Government -0.1% -0.2% -1.2% -1.1% -0.5% 0.0% 0.5%
Agricultural Employment -2.2% 1.1% -7.3% 1.2% 1.2% 0.0% 0.0%
2007 2008 2009 2010 2011 2012 2013

Personal Income* 46,142.1 47,994.1 | 47,706.2 48,278.6 49,823.6 52,015.8 54,512.6
Wage & Salary Disbursements* 23,039.0 23,783.1 | 22,665.3 22,574.7 23,139.0 24,0415 25,2195
Supplements to Wages & Salaries* 5,641.0 5,817.9 5,846.2 6,027.6 6,226.5 6,475.6 6,812.3
Non-Farm Proprietors' Income* 4,115.6 4,000.5 3,755.9 3,788.0 3,962.2 4,160.3 4,347.5
Farm Proprietors' Income 80.4 66.2 103.4 116.2 123.2 130.1 137.3
Dividends, Interest, & Rent* 7,442.2 7,586.9 7,321.3 7,431.1 7,720.9 8,184.2 8,757.1
Dividends 2,609.9 2,313.1 2,033.5 1,992.6 2,012.5 2,108.6 2,265.9
Interest 4,237.8 4,388.8 4,166.0 4,261.3 4,525.7 4,887.8 5,298.1
Rent 594.5 884.9 1,121.8 1,177.2 1,182.7 1,187.8 1,193.1
Transfer Payments* 8,733.8 9,765.3 | 11,079.3 11,477.8 11,9384 12,5049 12,971.6
Less: Contributions to Social Ins. 3,750.4 3,882.0 3,797.8 3,873.7 4,038.8 4,251.3 4,527.8
Residence Adjustment 840.5 856.3 732.4 737.0 752.0 770.5 795.0
Personal Income* 4.1% 4.0% -0.6% 1.2% 3.2% 4.4% 4.8%
Wage & Salary Disbursements* 4.3% 3.2% -4.7% -0.4% 2.5% 3.9% 4.9%
Supplements to Wages & Salaries* 2.8% 3.1% 0.5% 3.1% 3.3% 4.0% 5.2%
Non-Farm Proprietors' Income* -2.0% -2.8% -6.1% 0.9% 4.6% 5.0% 4.5%
Farm Proprietors' Income 3.2% -17.7% 56.1% 12.4% 6.0% 5.6% 5.5%
Dividends, Interest, & Rent* 6.9% 1.9% -3.5% 1.5% 3.9% 6.0% 7.0%
Dividends 10.2% -11.4% -12.1% -2.0% 1.0% 4.8% 7.5%
Interest 6.6% 3.6% -5.1% 2.3% 6.2% 8.0% 8.4%
Rent -3.7% 48.8% 26.8% 4.9% 0.5% 0.4% 0.4%
Transfer Payments* 5.7% 11.8% 13.5% 3.6% 4.0% 4.7% 3.7%
Less: Contributions to Social Ins. 4.4% 3.5% -2.2% 2.0% 4.3% 5.3% 6.5%
Residence Adjustment 4.0% 1.9% -14.5% 0.6% 2.0% 2.5% 3.2%

*CEFC Forecast
**Maine Unemployment Rate and 3-month Treasury Bill and 10-year Treasury Bond rates from Moody's Economy.com - October 2009
Remaining lines derived from the CEFC forecast by CEFC staff and reviewed by the CEFC.



Maine Consensus Economic Forecasting Commission

November 2009 Forecast

Seasonally adjusted, annualized, quarter-to-quarter growth rates

CPI-U (Percent Change)

Maine Wage & Salary Employment
Maine Wage & Salary Employment (Percent Change)

Personal Income
Personal Income (Percent Change)

Quarterly History

Quarterly Forecast

2009Q1  2009Q2 | 2009Q3 2009Q4 2010Q1 2010Q2 2010Q3  2010Q4
-2.4% 1.3% 3.3% 1.3% 1.6% 1.1% 1.9% 1.7%
604.9 598.4 595.4 592.8 590.9 590.1 590.3 591.3
-1.7% -4.3% -2.0% -1.7% -1.3% -0.5% 0.1% 0.7%
47,280.0 47,738.0 | 47,912.1 47,9559 48,075.4 48,219.0 48,386.9 48,579.3
-8.0% 3.9% 1.5% 0.4% 1.0% 1.2% 1.4% 1.6%
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APPENDIX F

Historical Background and Methodology of Maine’s Revenue Forecasting Process

History

The Revenue Forecasting Committee was established by Governor John R. McKernan,
Jr. on May 25, 1992 by Executive Order 14 FY91/92 in order to provide the Governor,
the Legislature, and the State Budget Officer with analysis and recommendations related
to the projection of General Fund and Highway Fund revenue. Its creation was in
response to a recommendation by the Special Commission on Government Restructuring.
Committee membership originally included the State Budget Officer, the State Tax
Assessor, the State Economist, the Director of the Office of Fiscal and Program Review,
and an economist on the faculty of the University of Maine System selected by the
Chancellor.

The original Executive Order called upon the Revenue Forecasting Committee (RFC) to
submit recommendations for State revenue projections for the upcoming fiscal biennium,
as well as adjustments to current biennium General Fund and Highway Fund revenue
estimates. In accomplishing its task, the Committee was directed to utilize the economic
assumptions developed by the Consensus Economic Forecasting Commission (CEFC).

In 1995, Public Law 1995, c. 368 enacted in statute the CEFC and the RFC, adopting
both the structure and the intent of the original Executive Order.

Public Law 1997, chapter 655 enacted a number of changes to Title 5, chapter 151-B.
There were three major changes: first, the revenue projections developed by the RFC
would no longer be advisory but would be used by the Executive Branch in setting
budget estimates and out-biennium forecasts; second, the State Budget Officer was
empowered to convene a meeting of the RFC to review any new data that might become
available; and third, the RFC was expanded from five to six members, with the sixth
member being an analyst from the Office of Fiscal and Program Review designated by
the Director of that office.

Public Law 2001, chapter 2, enacted a further change to the appointment process of the
sixth member making that appointment less specific by requiring that member to be non-
partisan staff appointed by the Legislative Council.

Public Law 2007, chapter 539, Part Q enacted a change in the mid-session reporting date
for the 1% Regular Sessions of the Legislature in odd-numbered years, delaying each
report date by 2 months so that the RFC report moved from March 1% to May 1%,



Methodology

Both the General Fund and the Highway Fund revenue projections are actually an
aggregation of several individual revenue source forecasts. For the General Fund, many
departments and agencies collect revenue under different authority. Highway Fund
revenue also has multiple revenue sources, although more limited in number. Since each
of these individual revenue sources is distinctly different in terms of size (and thus
relative importance to total revenue) and factors that influence growth (such as tax law,
economic growth, interest rates, size of lottery jackpots, number of patrolmen, etc.), the
RFC uses different approaches for evaluating various revenue source forecasts.

In order to ensure that the RFC's review process is as efficient and effective as possible, it
divides its revenue line review into three parts:

-Major revenue sources directly tied to economic activity

-Major revenue sources tied to other "non-economic" factors

-Minor revenue sources

Major revenue sources tied to economic forecast

In general, major revenue lines directly tied to economic activity are forecast using
econometric equations. These equations define a mathematical relationship between
historical revenue growth and relevant economic trends, then project revenue growth
based on the defined relationship and expected future performance of the economic
variable chosen. For example, revenues derived from the collection of individual income
tax are very closely tied to growth in Maine personal income. Thus, an equation is
developed that defines income tax revenue in terms of personal income (and other
relevant variables), then the forecast of personal income growth in Maine is used to
estimate future income tax collections. The RFC then reviews the equation, the
underlying economic assumptions, and the overall revenue forecast level to ensure that
they are logical and plausible given our knowledge of current economic conditions and
revenue growth. It is the RFC’s understanding, and truly the spirit of “consensus
forecasting”, that model results need not be blindly accepted and should be closely
examined.

Maine Revenue Services is instrumental in the development of the forecast for the major
taxes, the major revenue sources tied to economic activity. The Research Division
maintains the econometric models that are used to develop the forecast. Maine Revenue
Services also has access to a tax “data warehouse” in order to query tax data and refine
the model outputs and equations. The economic variables forecast by the CEFC are fed
into the models.

Major revenue sources tied to “non-economic” factors and Other Minor Revenue
Sources

Both the major revenue sources tied to other "non-economic” factors and the other minor
revenue sources are generally prepared initially by the department or agency responsible



for collecting the particular revenue stream. Its experience with and expertise in tracking
revenue growth is used in place of an equation to project future revenue activity. For
example, the level of participation in Maine's lottery is not easily or clearly tied to any
particular economic indicator, like income or employment. Revenue derived from lottery
ticket sales can, however, be projected based on past lottery sales, the likelihood of a
large jackpot occurring within a twelve month period and planned changes in product
mix or marketing strategy. Therefore, the Department of Administrative and Financial
Services reviews past lottery trends and evaluates any changes in marketing strategy and
estimates the lottery's revenue performance over the upcoming biennium. Additional
factors reviewed by the RFC include the projected Cost of Goods Sold and
Administrative Expense to arrive at an estimated Net Profit to be transferred to the
General Fund. The RFC then reviews their forecast to ensure that their logic is sound and
to ensure that this particular line forecast is consistent with expectations for other revenue
lines.

To further streamline the review of the hundreds of minor revenue sources, the RFC has
employed a strategy that has the analysts of the Office of Fiscal and Program Review and
the Bureau of the Budget work with the “collecting” agencies to develop the forecast for
each of the hundreds of minor revenue sources. This review is particularly concentrated
in even-numbered years before the beginning of the 1* Regular Session of the Legislature
when the biennial budget for the upcoming biennium is first considered. Agencies are
required to submit their estimates to the Bureau of the Budget as part of the biennial
budget development process in the fall of even-numbered years. Every revenue source
is reviewed by the Office of Fiscal and Program Review and the Bureau of the Budget
with the agencies for consistency with the economic forecast, historic trends and enacted
law changes that may affect future revenue rates, bases or flows.

When preparing a formal review of the biennial budget in odd-numbered years to decide
if revisions are necessary, the RFC uses a similar, though streamlined, process. The
major tax models are re-estimated using any updated economic and capital gains
assumptions as well as current baseline data. The budget to actual performance of the
other revenue lines is examined by a subcommittee of the Budget Office and the Office
of Fiscal and Program Review and, when significant variances exist, the subcommittee
recommends to the full RFC which agencies should develop and present new projections
for the RFC’s consideration.

Length of Forecast

By statute, the revenue forecast must project revenue for the upcoming biennium and the
subsequent biennium. For the start of a biennium, December of even numbered years,
this forecast will encompass a span of 5 fiscal years — the current fiscal year, the next
biennial budget to be approved in the upcoming legislative session and a projection of the
following biennium. This projection for the following biennium was added as a long-
range planning tool to help establish a look at the health of the next biennial budget to be
developed 2 years later and adopted by a new Legislature. This projection of revenue is



combined with projections of expenditures for the General Fund and Highway Fund to
develop estimates of the “structural gap” or “structural surplus” of each fund.

Current Tax Law

The Revenue Forecasting Committee bases all revenue projections on current state tax
law and other state laws with future effective dates that affect state revenue sources. The
Committee is careful to watch for sunsets and future effective dates of laws that will
affect revenue and build those enacted law changes into the forecast. The Committee
does not attempt to second-guess how the law may be changed during the upcoming
Legislative session. The Fiscal Note Process overseen by the Office of Fiscal and
Program Review establishes and tracks the revenue effects associated with legislative
changes. These legislative revenue changes are then included in the base revenue
forecast. The Revenue Forecasting Committee at its next meeting then adopts or amends
those estimates of the legislative revenue changes.

Forecast Schedule

The Revenue Forecasting Committee has 2 statutory reporting dates each year: one
before the start of each regular session of the Legislature on December 1% and the other
during the regular session, March 1% in even-number years for the shorter 2™ Regular
Session and May 1* for the longer 1* Regular Session in odd-numbered years. The
timing of these reports is based on the schedule of the budget process and the
Legislature’s session schedule. The Governor is required to submit a biennial budget
during the first regular session of each Legislature. That process begins in even-
numbered years with agencies submitting budget requests by September 1%, That
process concludes when the Governor submits his budget proposals to the Legislature by
a statutory deadline, the first Friday after the 1 Monday in January (approximately one
month later for a newly elected Governor). The revenue forecasting fall forecast begins
with the economic forecast by the CEFC that must report by November 1. The
December 1* deadline of the revenue forecast provides the Governor with an update of
the revenue forecast that the Governor must use as the basis for submitting balanced
General Fund and Highway Fund budgets. That first forecast of the biennium updates the
current projections for the upcoming budget biennium and it provides the first projections
of the following biennium.

In December of odd-numbered years, the forecast is updated for the next legislative
session (the 2" Regular Session of the Legislature) that begins in January of even-
numbered years. The March 1% or May 1* reporting deadlines, depending on the year,
are scheduled to provide the Legislature with a “mid-session” update so that they might
have the most up-to-date forecast for the conclusion of their budget decisions.
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Saies & Use and Service Provider Taxes
individual income Tax
Corporate Income Tax
Tax and Rent Program

Cigarette & Tobacco Taxes
Estate Tax

Business Equipment Tax Exemption (BETE)

" Business Equipment Tax Reimbursement (BETR)

Transfer to the STAR Fund

Transfer to Toursim Marketing Fund

Maine Revente Services' Recommendations to the Revenue Forecasting Committee

FY2010 Fyzo11

($41,299,662) ($37,565,833)
($166,824,369) ($134,262,023)
($26,651,578)  ($24,548,643)
$826,948  (§526,056)
$2,258,197  $2,030,384
($531,543) ($206,299)
$1,566,688 $4,441,264
$2,500,000 $2,500,000
($80,342) ${14,934

$168,568 $266,039

Biennium

($78,865,495)
{($301,086,392)
($51_ ,200,221)
$300,892
$4,297,581
($737,842)
$6,007,952
$5,000,000
$34,592

$434,607

FY2012 FY2013

($30,155,311)  ($19,060,080}

($133,555,147) {$126,200,720)

($25,203,429) ($26,818,783)

($2,286,258)  ($2,412,462)

$1,542,892 $1,588,486
($850,026)  ($1,142,098)
$8,862,360  $10,751,092
$2,500,000 $2,500,000
$108,820 $127,632
$166,590 $106,414

Biennium
($49,215,391)
($259,755,867)
($52,022,212)
($4,698,715)
$3,131,378
($1,992,124)
$19,613,452
$5,000,000
$236,452

$273,004

Total Adjustments to Current Forecast

General Fund
Local Government Fund
Highway Fund (Motor Fuel Taxes)

($228,067,093) ($187,747,233)

($216,328,313) ($177,928,408)
($11,738,780)  {$9,818,825)
($9,351,488)  ($7,209,201)

($415,814,326)

($394,256,720)
($21,557,605)
($16,560,689)

($178,869,504) ($160,560,519)

($169,309,497) ($151,835,916)
($9,445,694)  ($8,603,979)
($8,706,309) ($12,190,99%)

($339,430,023)

($321,145,413)
($18,049,673)
($20,897,308)

19-Nov-09
4:39 PM
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STATE OF MAINE

Lincdedicatrd Revenues ~ General Fond

for the Tweivih Month Ended June 30,2009

Fur ke Piseal Year Eading June 30, 2009

Comparison to Budgel

Sales and Use Tax

Service Provider Tax

Individual Inconte Tax

Corporate lucome Fax

Ciparette 2nd Tobacen Tax

Pxblic Litilties Tax

insurance Companies Tax

Estate Tax

TPropesty Tas - Laerg Tesritory
Tacame from fnvestisents
Transfor to Manicipal Revenue Sharing
Transfer from Lottery Commission

Other Revenues

Toial Collected

NOTES:

{2} Figures refiect estimates of ihe Maine Siate Revernue Forecasting Committee approved in May 2909,

EXHIBITI

e - Moath . Year w [ate . N
Totnl Budgeted
Variance Percent riance Pereent Fiscal Year
Actusl. Budget Overf{under) Cverflunder} Actnal Budget Overi{under) Dhverfander} Erding 5-306-2009
160,922,855 165,967,752 (5,044,897) (3.0%} 521,823,720 929,698,051 (7,874,331 LS 9oy, BYE, 051
8,835,550 8,834,479 1,071 C.0% 52,812,305 53,452,742 (540,347} (1.2%} 53,452,742
iSl,‘tJET,??E 184,921,379 (23,483,604} {12,7%} 1,242,505,5G2 1,282 ,982,380 (39,477,681 (3. 1%) 1.281,882,980
25,800,194 35,113,923 (3,233,725 (26.2%) 143,085,586 148,540,000 {5,854,024) i3.0%) L4R, 840,000
13,971,628 12,258,301 1,743,327 14.0% 144,424,712 143,213,044 1,210,868 3.8 143,213,844
- - - - 19,536,483 18,405,029 1,131,454 5.1% 18,405,029
26,316,408 22,973,322 3,343,088 14.6% 79,770,431 F1,978, 885 7,78% 846 14.8% 1,478,085
7,041,801 8,827,641 1,785,840} £20.2%) 31,819,188 34,325,010 (2,515,822} (7. 5%) 34,335,010
1,63_5,332 1,963,261 {324,875 (15,5%) 12,633,755 12,569,546G {335,785} {2.5%) 12,968 840
(10,366} 46,555 (56,521) (122.3%) 3,100,029 1,154,221 (54,192) 1,184,221
- (14,583) 14,583 100.0% (102,160,745} {103,412,337) 1,251,582 iz 103,412,337
4,365,920 3,811,481 554,438 14.5% 49,839,434 49,549,250 .25.0,184 o, 8% 49,545,250
33,541,675 29,018,611 4,023,068 13.4% 214,175,818 213,495,823 1,680,985 9oa% 317,485,823
444,341,825 T 474,622,122 (36,290,297} (5.4.;; 2,811,368,285 2,854,763,1449 {43,394 853} [ HSE,}IIE_

{3) This report has been prepared from preliminary month &nd Ggnres and is subject to change.

{1} included in the above is 30 for the montls and $102,169,745 year 1o date, tiuat was set aside for Revenue Sharing with cities and towns,

Olfice of the State Caatrofier



STATE OF MAINE - . EXNTVIBIT 15
Uindedicsted Revenues - General Fungd )

For the Twelvth Mearh Ending fune 3¢, 2009

For the Fiscal Year Ending June 30, 2609

Comparisan in Budget )
Month Year i Date

'''' T T ot Badgeted
. Variance Percent Variante Pereent Fizeal Year
Actual Badger Overf{under} Dverf{under) Actual Budger Overf{unrex) Overfgunder} Ending 6-30-2009
Detai) of Onher Revenues . ) e L
GL00's AH Others 1,561,526 R 2,837,104 {1,2758,578) (45.0%) . 20,936,422 21,814,812 (478,180}, (2 2%y . 21,414,812
0308's Aergnautical Gas Tax 21,117 29,9841 (8,724} {29.2%) . 246,072 . 240,131 5,941 2. 8% 2440, 131
0400's Aleobol F.x‘ciseTa: 1,706,873 557,107 : 745,766 78,38 17,437,580 17,048,255 389,265 T
0790's Corparation Taxes . 2,466,318 1,316,041 1,150,277 87.4% 6,BEG4,126 - 7,418,032 1534, 905) 1oEw) 7,959 032
1066°s Banking Taxes 2,026,500‘ ’ 1,758,777 266,723 15.2% 23,801,210 22,983,550 917,?50 ?.O% :22,983,550
Flog's i\lcnholir-nr\'trages 487,858 Z3%,269 284,380 113.2% 4,686,540 4,074,379 £26 551 15 4% ‘5,.’\]7(],3‘;9
1200's Amuscmrnts Tax - -, - - - - - - -
1300's Harness Racing/Marimaivels/Siots 707,644 326,533 .381 P 116.7% . 6,229,033 &,024 674 204,359 2.5% 8,024,674
1401's Dusiness Taxes : 2,107,653 1,573,553 134,100 6. 8% 12,831,441 12,302,447 528,984 4.,3% 12,302,347,
1500°s Mo!ﬂr\"e‘hirle Licenses - 545,246 438,738 105,508 _24‘.0% 4,832,543 4,442,238 380,311 8.85% 4,442,238
1700 Inland Fisheries & Wildiile 2,318,828 1,964,544 334,282 . 16.8% 15,378,845 15,988,867 (621 ,0LB} {5.9%)
15909's Hespital Excise & Other 27,027 50,567 . {23,540} {46.€%) . 31B,189 ) 353,520 135,730 (10133 353, 920
2000's Tives, Forfeits & Penalties 4,517,508 ‘ 4,476,331 135,877 2.1% 44,024,462 44,106,528 (3zZ,164) (0. 2%} 14,106,626
2200's Federal Revenues .2,732,556 1,303,482 1,279,063 85.1% 12,454,218 13,052,027 (655,805} - {4.63) 13,082,027
23067 County Revennes . - - - - - - - - -
2400°s Revennes from Cities & Towns 85,1490 57,588 - . {8,599} (4A2%}‘ .142,738 137,140 5,598 4. 1% 137,140
25(H’'s Revenues from Private Sources {1,3145,98K) 271,175 . (1,587,270} {5B5.3%) 7,526,232 8,122 358 {596,126} (7. 3%} #, 143,258
3680's Current Service C}mrges ’ 2,814,781 1,582,234 ) B22 , 547 ‘ 41.3% 24,852,753 24,102,799 ’ 549,054 2.3% 24,102,799
2700 Transfery {ron: Other Funds 10,989 308 9,674,216 .1,314,392 13.6% 5,630,576 8,552,878 1,077,928 12.6% 8,552,978
2800°s Sales of Propeery & Equipmest ) il,uz 22,500 (21,158} {65.1%) 51,047 122,750 (71,792 (55 4%} 122,750
Fotal Other Revenues : 33,941,679 29,918,611 4,023,068 EERT) 214;176,018 217,495,823 1,880,995 T
NOTE: This report has been prepared from prefiminary monaih end figures and is s;lhj{’tl to change.

= b the State Crinyolier




SETATE OF MAINE Lxhibit ¥
t'ndedicated Revennes - Highway Fund

Fur the Twelvth Month Ending June 30, 2604

For the Fiscal Year Ending June 30,2009

Comparison to Budget

Nonth . Year to Dnte e .
Variance . Percent : : Variance f
Actual Eudget Overi{uader) Over/{under) Actuai Budget Overf{under} Orveri{undery Ending 6-30-2408

Fuel Taxes 37,875,517 35,442,412 {1,566,E895) {4.0%) 216,215,544 217,243,235 (1,027,711) (SR 217 ,24%,253

Maoter Vehicle Registration .

& Tees 10,574,045 9,945,667 : 628,378 6.3% 91,886,824 92,254,621 {267,827 (0. 4%} H2,254, 600

Inspection Fees 354,153 107,816, 286,577 266.3% 4,057,878 ) 3,936,421 61,557 1. 5% 3,886,471

Fines, Forfeits & Penalties 153,429 184,762 {21,333} {1152 1,735,19& 1,755,049 {3,852) . (G, 5%) 1,795,849

Enrnings oo Investments | 44,994 28,772 . 1g,222 56.4% 480,415 - . 458,352 22,027 4. 8% . 458,392

Al Other 923,360 608,428 312,932 51.4% 9,816,188 9,401,872 14,316 4 4% : 9,401,872
o) Tatnf Revenue 45,573,538 50,317, 657 (344,115) {0.7%} 324,242,149 323,149,640 {207,451; (0.3 425,140,640
1 B T
EAN :

NOTE: This report has been prepared from prefiminary monih end Ggures and is stbject to change.

CHlice of the Stake Co



STATE OF MAINE
Undedicated Revennes - General Fund
Jipr the Foantih Month Ended October 31, 2009

For the Fiscal Year Eading Jone 30, 2010
Comparison 18 BRUpEt

Sales and Lise Tax

Service Provider T:;x

Tndividual Yncome Tax

Corporate Inceme Tax

Cigarette snd Tobacco Tax
Insurance Compaties Tax

Estate Tax

Fines, Forfeits pnd Penallies
Income from Investments
Transfer from Lottery Commission
Transfers for Tax Relief Programs
Transfer o Alunicipal Revenue Sharing
Cther Taxes and Fres

Other Revennes

Total Collected

PRELIMINARY AND TENTATIVE

FOR VERIFICATION PURPOSES & INTERNAL USE ONLY

EXHIBIT 1

Moath Year (o [Iate
Total Budgeted
Variance Percent Variance Percent Fises) Year
Actuzal Budget Over/{under) Over/(under) Actual Budget Over/(under) Overf(under) Ending 6-30-2010 .
83,631,635 90,777,923 (7,146,288} {7.9%} 260,296,512 285,735, £07 125,438,795} (5. 9%} ’ 938,953,932
4,806,201 4,861,374 (S_l_.173) (1.3%) 14,830,448 14,543,574 (336,874 2.3% 55,590, 882
10%,732,983 124,700,000 {18,267,017) {15.2%) 386,968,585 445,200, 000 (58,231,415} {23.1%] 1,444,804,389
{2,B98,229) 5,150,000 (8,048,228} {186.3%) 36,748,258 42,150,060 {5,401,742} {12.8%) 144,697,500
12,938,5%0 12,184,499 754,091 £.2% 51,992,381 .50,870, 344 1,022,037 2.0% 1137, 881,705
7,837,986 5,219,873 1,318,113 21.2% 8,507,673 7,423,704 1,083,969 14 .6% 71,585,000
6,919,156 2,476,952 3,542,204 143.0% 6,827,865 $,355,278 1,472,587 27.5% 30,124,796
2,692,733 3,794,356 {1,101,623) {29.0%) 12,394,671 15,255, 450 (2,880,779} {18.8%) 43,187,572
57,111 158,479 {102,368) (64.2%) 179,542 521,271 {341,728) (65.6%) 347,908
4,407,154 4,762,016 {355, 752) (7.5%) 17,497, 465 17,146,478 380, 987 2.0% 49,534,259
{14, 807,961} {16, 5870,414) 2,162,453 12.7% {47,557,410) (52,909,467} 4,912,957 9.3% {116,953,498)
{10,585, 988) {1z2,408,682) - 1,822,854 ) 14.7% {35,2.68,692) (40,885,868) 4,618,177 11.3% . (112,082,834}
28,190,252 20,840,838 l {650,586) {3.1%) 49,551,062 49,768,877 822,185 1.7% 143,420,376
(1,893,138} (1,979,241) 75,103_ 4.0% 1,286,241 (7,340, 365) 8,526,606 117.5% 24,520,004
217,816,486 244,570,873 (26,754, 387) (10.9%) 752,904,700 531,033,682 (69,028, 962) (5.3%; } 2,8%6,672,022

NOTES: (1) Included in the above is $10,585,988 for the month and $36,268,692 year to date, that was set aside for Revenue Sharing with cities and towns.

(2} Figures reflect estimates of the Maine Siate Revenue Forecasting Conwnilee appraved in May 2008,

(3} This report has been prepared from preliminary momnth end (ures and is subject to change.

Office of the State Controller



STATE OF MAINE PRELIMINARY AND TENTATIVE EXHIBIT XL

indedicated Revenves - General Fond

Yot the Foprth Month Ended October 31, 2009
For the Fiscal Year Ending June 30, 20006 ’
Comparisen to Budge:

FOR VERIFICATICN PURPOSES & INTERNAL USE OMLY

9-9

Detsil of Gther Taxes & Feas

0180's Ali Others 12,949,808 14,704,289 {1,754,481) {11.9%) : 16,832,839 18,705,049 11,872,210) (19.0%} 31,880,812
038('s Gas Tax 23,204 22,284 820 4.1% 55,133 95,265 (132} (0.1%) 263,089
346%'s Aleolinl Exgise Tax 1,497,887 1,333,750 164,107 12.32 5.468, 106 §,578,029 (109,923} (1.7%) 17,433,056
a766's Cerporation Taxes 142,831 230,250 {87,318} {37.9%) BT, 483 1,181,350 (284,462} (24.1%} 9,033,771
(860's Public Utilities 1,518 - 1,519 - _(95,175) - {96,175 - 16,596, 988
1000's Danking Taxes 1,568,580 1,839,573 138,971 ) 7.5% 7,358,101 7,318,316 33,785 Q.5% 22,365, 980
1100's Alcoholic Beverages Zsﬁ,eiz 375,035 <B§,223) (23.5%) 1,237,668 1.343.616 {115, 950) (8.6%} 4,603,355
1200's Amusements Tax - - - - . _ - _
1308's Harness Racing/Parimuduels/Sints £61,056 ' 611,196 242,880 40.9% 3,262,532 2,525,52@ 625,808 24.2% 7,534,486
1400's Business Taxes 1,472,669 797,630 674,379 44.5% &, 925,450 3,383,885 3,542,865 184.7% 11,139,884
1500's Motor Vehicle Licenses 382,527 318,189 34,338 10.8% 1,605,604 5.362,443% 243,163 17.8% 4,646,488
1786%s Inland Fisheries & Wildlife 517,579 597,555 20,024 3.4% 4,943,081 6,092,738 (1,129,657} (38.9%) 17.042, 965
1000's Hospital Excise & ther 15,400 21,081 {4,881} (22.23%} 70,236 50,862 110,726} .(13.2%) 354,402
Totai Other Taxes & Fees 20,150,252 20,840,838 {650,586) {3.1%) 49,591,062 48,768,877 B2Z2,185 1.7% 143,450,376
Detsit 6f Cther Revennes
2200's Federal Revenues 583,666 320,838 362,830 113.1% 4,769,201 1,283,344 3,485,857 271.6% 3,869,618
2300's Couniy Revenuwes - - - - _ - - _
2400's Revemzes from Cities & Towns 2,473 - 2,473 - 45,706 85,432 {459,725} (52.1%) 251,785
2500's Revenues from Private Sources 18,295} 140, 830 (149,125 (105.9%} 427,142 582,320 {138,178} [24.2%) 9,027,069
2600's Current Service Charges 2,428,748 1,625,938 802,804 49.4% 11,707,873 7,834,098 3,873,783 45.4% 20,529, 988
2780's Transfers from Other Funds f4,991;87a) (4, 065,843) (926.0358} {23.8%) {15,878, 034} (17,119,057} 1,241,023 8.4% 19,238,170}
2800‘_5 Sales of Froperty & Equipment {13,843} - (13.843) - 14,348 2,500 11,848 473.9% 80,000
Total Other Revenues (1,899,128 (1,978,241) 78,103 T s T,286,24% (7,340,365} 5,626,606 117.5% 94,520 694

nfenth Year to Date o
Total Blliig;;l
Varianece Tercent” : Varizance Percent Fiscal Year
Artual Butdget Orverffunder) Over/(under) Actua} Budget Crverf{under) (veri(ansder} Ending 6-30-2010

NOTE:

This report has been prepared from preliminary month end figures and is subjezt to change.

Office of the State Controller



STATE OF MAINE PRELIMINARY AND TENTATIVE : Exhibit V

Undedicated Revenuzes - Higlhway Fund
For the Fourtk Month Ended Qctober 31, 2009 FOR VERIFICATION PURPOSES & INTERNAL USE ONLY

Tor the Fiscal Year Ending June 30, 2010
Comparisen tp Budget

Momnth Year to Date o
Total Budgeterl
Varianee Percent Varizace Percent Fiscal Year
Actual Budget Over/(under) Over/(under) . Actisz] Budget Over/(under) Over/funder) Ending 6-30-2010
Fuel Taxes 18,805,408 18,895,622 (50,214) ) (0.5%) 58,985,344 55,478,325 3,598,91% G6.3% 220,305,526
Muotor Vehicle Registration
& Fees 6,921,187 7,303,018 (381,819 {5.2%) 25,639,323 26,255,090 [615,757) (2.2%) 77,674,394
Enspection Fees 203,397 303,666 {100,2689) (33.0%) ) 1,134,797 1,454,250 {319,453} (22.0%) 4,195,802
Fines, Forfeits & Penaltics 144,251 157,011 (10,760} (6.9%) . 606, 547 627,188 (20,241} {3.2%} 1,795,048
Earnings on Investments 13,139 7,500 - 5,639 75.2% 51,736 25,000 26,736 106.9% 173,037
All Other 632,542 577,443 55,095 9.5% : 2,249,365 2,370,026 (120,661 (5.1%)} L B,596,631
1 Total Revenue 26,721,934 27,244,258 (522,324) {1.9%) B8, 668,512 B6,20%,879 2,458,633 2.9% 312,741,439
~
NOQTE: This report has been prepared from preliminary month end figures and is subject fo change.
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Recent Performance. An economic
recovery is under way, bul it remains
tentative and fragile. Real GDP is expanding
again, but growth is inconsistent and
insulfficient for businesses to resume hiring.
Employment thus continues to decline,
and the unemployment rate will soon
reach double digits. The Federal Reserve
and Bscal policymalkers will likely need to
provide further support to ensure that the
economy does not stall or fall back into
recession next year.

Growth drivers. Real GDP expanded by
an estimated close to 3% annualized rate in
the third quarter, and is on track to grow a bit
more slowly in the fourth quarter. Unprec-
edented monetary and fiscal stimulus and a
significant manufacturing inventory swing are
supporting this newlfound growth.

The Federal Reserve's aggressive efforts
have succeeded in lowering borrowing costs
and easing the credit crunch. Fixed morigage
rates are a full percentage point lower than
they would be if not for the nearzero federal
funds rate and the central banl’s purchases
of Treasury debt and Fannie Mae and Freddie
Mac securities, according to Moody's Econ-
omy.com calculations, Without the Fed’s ac-
tions, Freddie Mac’s 30-year conforming ioan
rate would be ¢loser to 6%, rather than the
current 5%.

1t remains difficult for businesses and
houscholds to obtain credit, but steadily less
0. Corporate borrowers with solid financials
are raising record amounts of cash in the
boznd market thanks to low investment-grade
corporate bond yields. Households are get-
ting new loans mote easily, in large part
because the federal government has stepped
inta the veid left by nervous and capital-short
private lenders,

The fiscal stimulus has succeeded in firm-
ing up consumer spending. Expanded unem-
ployment insurance benefits, tax cuts, cash
for clunkers, and the firse-ime homebuyer tax
credit have created just enough incentive for
households to resume shopping. Consumers
remain cautious spendess, but they no longer
seem panicked, despite continuing job tosses
and the very high unemployment rate.

GDP is also receiving a boost from a sharp
rurnaround in industrial preduction, powered
by a massive inventory swing. Firms have
shifted from drawing down stocks to replen-
ishing them, most dramatically in the auto
industry. The GM and Chrysler bankrmaptcies,

combined with cash for clunkers, pushed
the days supply of vehicles on dealers’ lots to
record lows; automakers sharply increased
current production in response. The invern-
tory swing has et to kick in across the entire
marufacturing base, but it soon will.

Business caution. How gracefully the
nascent recovery evolves into a self-sustaining
economic expansion depends on whether
businesses hire and invest more actively in
response to their firmer sales and improved
profizabitity. To date, there is not much evi-
dence that they are. At best, businesses are
curtailing layefls and no longer cutting back
on orders for equipment and software.

Businesses’ reluctarice to expand is clear-
est with respect t0 jobs. The economy lost
more than 250,000 jobs on net again in
Septembet, bringing total losses to nearly 8
million since employment peaked nearly two
years ago, alter accounting for upcomning revi-
sions to the payroll employment data. For
context, the peak-to-trough decline in em-
ployment during and aftet the 2001 recession
was about 2 million.

Job losses have moderated since the be-
ginaing of die year, when they averaged clos-
er to 700,000 per month, but this is entirely
because of fewer layoffs; hiring continues to
weaken. Unless hiring revives, job growth
will not resume and the unemployment rate
will continue to rise, depressing wages and
ultimately shori-circuiting consumer speﬁﬂr
ing and the recovery itself.

ft is possible that firms will resume hiring
soon. Historically there has been a lag be-
tween when production picks up and when
businesses start to hire. But in the past, busi-
nesses boosted working hours and broughe
on more tempotary employees during the
gap between the increase in production and
the increase in hiring of full-time emplayees.
Nome of that has happened so far; hours
worked remain stuck at a record low and
temporary service jobs are still declining.

A more wortisome possibility is ¢hat irms
are so shell-shocked that they will not resume
hiring. Smaller husinesses are struggling to
obtain credit, and larger businesses are ner-
vous about navigating the coming changes
to heaithcare, financial regulation and energy
policy. Businesses may also wonder whether
demand for their products will soon fade, giv-
en that the recent improvement is sapported
by monetary and fiscal stimutus and an inven-
tory swing, all of which are temporary.

More life support. indeed, if monetary
and fiscal policymakers do nothing more to
support the economy, the stimutus effect will
soon wane and turn into a drag on the econ-
omy by the middle of next year. Policymakers
are expected to do mere to ensure that the
recovery remains intact and a self-sustaining
expansion takes root by this time next year

For the Federal Reserve, this may mean in-
creasing its commitment to purchase Fannie
and Freddie mortgage securities. The central
bank’s commitment is set to end in March,
but this seems premature, given the rising
number of foreclosures and the possibilicy
that many houses wiil be dumped onro the
market next spring, forcing prices lower again.
Without more Fed buying, mortgage rates are
likely to rise at just the wrong time for the
housing market and the broader economy.

For fiscal policymalers, this means at least
extending provisions of the current fiscal sdm-
ulus package, such as expanded unemploy-
ment insurance benefits, higher conforming
loan limits in higher-priced housing markets,
accelerated depreciation and net loss carryback
provisions for small businesses, and perhaps
even: the first-time homebuyer tax credit, It
may even mean another fiscal simulus—al-
though it will not be called that for political
reasons—including help for state governments,
whose fiscal 2011 budpet problems wilt be
event more severe than they were this year.

In coming months Congress will also

very Hkely pass three other pieces of legisla-

“tion with farreaching economic impkcations:

Healthcare refonm, fnanciat regulatory re-
form, and a bill addressing the expiration of
the Bush tax cuts. Policymalers will need to
be wary when fashioning this legisladon lest
they derail the economy’s fragile recovery.

Outlook. The Great Recession is over,
but the economic recovery will be a difficulc
stog through much of next year. Real GDP
is prejected to grow just under 3% annual-
ized during the second half of 2009, but by
no more than 2% over all of 2010. A high
unemployment rate and weak wage growth,
the ongoing foreclosure crisis, rising com-
mercial mortgage loan defaults and resulting
small bank fatlures, budget problems at state
and local governments, and dyslunctional
structured-finance markets that limie credir
to consurners and small businesses will atl
weigh on the recovery.

Mark Zandi

Ociober 2009
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Job Market Will Be Very Slow to Recaver
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An economic recovery is under way, but it is expected to be a
slog. This will be clearest in the job market, as payroll employment
is expected to fall by over 8.5 million from its peak in late 2007
to the erough in early 2010. Job growth will remain tepid through
most of next year as businesses will lack the confidence and credic
needed to hire more aggressively. Even with stronger job growth in
2011 and 2012, employment is not expected to retum to its previ-
ous peak untl faze 2012, This will be far and away the worst perfor-
mance of any post-World War II recovery.

State and Local Government Revenues Plunge
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The recovery faces a number of stiff headwinds, including the
ongoing foreclosure crisis, mounting commercial mortgage loan
defaults, and persistent fiscal problems at state and local govern-
ments. Tax revenues remain under exireme pressure as the weak
job market hurts income tax receipts, solt retailing weighs on sales
taxes, and the tough housing market hammers capital gains and
property tax revenues. States have aveided severe budget cuts due
to the financial help they are receiving from the federat government
as part of the stimulus. However, without mare help, states will be
under pressure to cut their spending and raise taxes next year.

Change in payroll amployment from cyclical peak, % /7 .

Households Are Fixing Their Finances
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The recovery will find support from improving household fi-
nances. Household halance sheets remain in poor shape, paricu-
larfy among distressed homeowners, but conditions have improved
as households are saving more and deleveraging. Tetal honsehold li-
abilities have [allen by nearly $450 billion, or 4%, since peaking one
year ago. The number of bank credit cards has plunged from a peak
of 425 million to 345 million. Reflective of the better conditions,
early-stage delinquency has also started to improve; the number
of [oans that are 30 to 90 days delinquent has fallen meaningfuily
since the beginning of the year.

Fed Actions Drive Down Mortgage Rates
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To ensure thar the recovery does not stall o, even worse, [alt back
into recession, policymakers will be under pressure to provide more
help to the economy. The Kkelihood is increasing that fiscal policymale
ers will renew a nurnber of provisions in the current stimulus that will
soon expire like extended unemployment insurance benefits and the
tax credit for fivse-time homebuyers. Pressure on the Federal Reserve to
add further to its quantitative easing efforts will also intensily early nexr
year, when the bank meets its current commitment. The Fed’s actions,
including purchases of Fannie Mae and Freddie Mac securities, have
pushed fixed mortgage rates down by neatly a full percentage poine..
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Monetary policy. The Federal Reserve
remains aggressive in using ail of its con-
siderable resources to support the financial
system and economy. The eftective federal
[unds rate remains near zero and policy-
makers continue to state that it will remain
there for an “extended period.” )

The Fed has also engaged in aggressive
forms of credit easing in which it essential-
ly prints money to buy financial securities.
It has purchased commercial paper, the
debt and mortgage securities guaranteed by
Fannie Mae and Freddie Mac, and Treasury
securities. The Fed had approximately $1
uillion of mostly Treasury secnrities on
its balance sheet before it began its buy-
ing; now it has close to $2 trillion worth
of a wide range of securities on its balance
sheet, This is expected to vise [urther, peal-
ing near $3 tillion by spring 2010.

The Fed’s unprecedented actions have
stabilized the financial system. Interbank
lending has returned o normal, and the
commercial paper market is functioning

well. Residential mortgage rates have also

fallen, and yield spreads on various asset-
backed securities and corporate bonds
have narrowed.

Despite these successes, the financial
system remains troubled and the Fed ts
thus expected ro maintain its zero funds
rate through this Hme next yvear. Private
. residential and commetrcial morigage-
hacked bond issuance is moribund, and
moast depository institations are reluctant
10 extend credit except to their very best
household and corporate borrowers. Poli-
cymakers will also be uneasy about raising
interest rates as long as the unemployment
rate is rising and core inflation is decelerat-
ing. Both conditions are likely to continue
through at least next spring.

The Fed is expected to slowly begin
normalizing interest rates by late 2010
once the financial crisis has completely
subsided; the unemployment vate is head-
ed lower, and deflation risks have dissipat-
ed. Policymakers will be fearful of keeping
rates too low for too long, a mistake the
central bank seemingly made coming out
of the tech-stock bust. The funds rate is ex-
pected 1o end 2009 at effectively zero and
end 2010 at closer to 75 basis points.

Fiscal policy. The federal govern- -
ment’s fiscal problems remain enormous,
The budget deficit has ballooned to near

$1.6 triliion in the just ended 2009 fiscal
year, up from $475 billion in fiscal 2008.
Budget deficits are expected 10 moder-
ate beginning this fiscal year but remain
extracrdinarily high, at close to $1 triltion
through fiscal 2012.

. This poor budget outlook reflects the
expected more than $2 oillion ultimate
price tag to taxpayers of the financial crisis
and Great Recession, equal 10 14% of GDE
For historical context, the savings and loan
crisis in the early 1990s directly cost tax-
payers some $350 billion in today’s dollars,
$275 billion in direct costs, and $75 billion
due to the associated recession, equal
almost 6% of GDP at that time.

The hudget outlook remains extraor-
dinarily poor even after the costs of the
financiat crisis abate, as expenditures on
Medicare, Medicaid and Secial Security are
set to balloon. President Obamma’s first bud-
get proposal does not significantly address
the nation’s long-term [iscal problems. The
Congressional Budget Office projects that
the nation’s federal debt-t0-GDP ratio will
rise to over 80% a decade {rom now under
the president’s plan; s is double the ap-
proximately 40% ratio that prevailed before
the current financial crisis. Policymakers
are soon expected to pass heatthcare re-
[orm legislation, bue this is not expected
to significantly change the budget cutlook.
The long-term budget oudook will thus re-
main untenable, which will zltimately force
various substantial cuts to entitlernent pro-
grams and rax increases,

U.S. dollar. The U.S. dollar has sagged
a bit since the beginning of the year as
the flight-to-quality bid for U.S. assets has
taded with improving financial conditions
and the moderating global recession. De-
spite the recent decline, the dollar is still
alimost 10% stronger on a broad, trade-
weighted basis compared with its low in
the summer of 2009,

The dollar is expected to trend gener-
ally lower over the next several years as it
is currently an estimated 10% overvalued
against the British pound and a more sig-
nificant 25% against the Chinese yuan.
Once the financial cxisis completely sub-
sides, the Chinese are expected to resumne
revaluation of their currency, eventually
resulting in a freely floating yuan by the
middle of the next decade. Any decline will
be modest on a broad wrade-weighted basis,

as the dollar is appropriately valued against
most of the world’s major currencies, in-
cluding the euro at $1.40, the Canadian
dollar as near $0.90, and the Japanese cur-
rency at ¥90 per dollar. ‘

Concern that the U.S. dollar is at risk
of losing its reserve currency status is over-
done. The dollar accounts for nearly two-
thirds of global reserves; this is unlikely to
-change much anytime soon since the 15.5.
remains far and away the global ecoromy’s
targest and most stable economy and the
predominans player in global trade. There
are also no good alternatives: Europe’s cur-
rent ecenomic problems rule out the euro,
and the IMF’s SDRs are nothing more than
a nnit of account.

Energy prices. Oil prices, as measured
by a barrel of West Texas Intermediate
crude, are trading near $70. Over the
past year, prices have ranged from well
below $50 at the start of 2009 to a record
of almost $150 in summer 2008. Retail
gasoline prices have risen to aver $2.5 per
gallon, compared with an all-time high of
close to $4. Natural gas prices remain low,
particularly compared with ofi prices, at
around $3 per million BTU.
~ Global economic conditions and their
impact on demand are driving energy

- prices. The recent firming i prices reflects

growing expectations that the worst of the
global downturn is over as the Chinese
economy reaccelerates and the U.S. reces-
sion has ended. However, untl the glabal
expansion begins in earnest, oil prices are
not expected to rise much above current
levels for very long. Oil prices are expected
ta average over $60 per barrel lor all of
2009 and $75 in 2010. Early in the next
decade, a barrel of West Texas intermedi-
ate is expected to range between $75 and
$100, consistent with trend-globat demand
and supply fundamentals.

Natural gas prices will have wrouble
keeping up with oil prices over the next
several vears as a very substantial ghur of
gas has developed. Demand has weakened
sharply with the recession, and supply has
increased substantially in response to the
previcusly very high prices. Natnral gas
prices are expected to average less than
$4 per million BTU in 2009, around $4 in
2010, and closer to $8 in the longer term.

Mark Zoandi

Cctober 2009
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Recent Performance. The most stable
region of the country today is the farm belt. if
" recession has already come to an end in any
of the states, this has most likely occurred in
the Dakotas, Nebraska, iowa and Montana.
They do not account for a large part of the
U8, economy, but they represent the portion
ol the economy that has not sutfered a deep
housing downturn. Furiher, income growth
remains vibrant because of the relatively high
prices of the region’s many farm and mineral
commodities. Thus, state fiscal conditions are
also the most stable in this area.

The weakest regions are the industrial
Midwest and the West. The West stll suffers
from a heusing downtum, as prices have
not leveled off vet. The Midwest is working
through the restructuring of the auto
industry and losses among other durable
goods producers. The extreme slackness of
the labor markets in these regions is evident
in unemployment rates that are among the
highest in the nation. Further, labor market
slack in these regions is expanding the
fastest, as evidenced by a comparison of the
number of unemployed with the number
of new job openings. While monthly job
openings in the Northeast and Sonth are
down by about 30%, they are down by
close to 45% in the Midwest and West,

The number of unemployed is up by about
60% over the year almost everywhere; only
the Midwest differs slightly at about 55%.
Thus, the somewhat more modest decline
in job openings in the Northeast means its
unemployment rate may peak the soonest.

Recovery. Areas that will be the first to
return to positive job growth will be those
already mentioned i or near the Plains
region that had litde or no housing cycle and
that stand to benelit from renewed firmness
in commedity prices. Other regions with
some near-term potential are dhose with high
exposure to rehounding export markets, The
weak doilar and accelerating economies in Asia
and Latin America generate support for tech-
producing areas such as Silicon Valley, Austin,
Washington DC, and Boston, among others,
Strong global demand for serniconductors and
telecommunications equipment and other
electronics is an indication of firming global
investment spending, Makers of core capital
goods in parts of the Midwest and Southeast
also stand to benefit as global demand
picks up for mdustrial machinery, electricat
equipment, and advanced fanm machinery.

As global trade picks up, centers of
transport and logistics will also be among the
first to benefit. The support to the economy
will be medest, however, as there is plenty
of capacity to handle any near-term uptick
by air, rail or nucking hubs. Nevertheless,
Los Angeles, Houston, Miami, Norfolk, New
York and northeru Néwjersey, Chicago, and
Kansas City are among the areas with such a
specialization, which could drive an increase
in hours worked at the least, generating
additional local income and uldmately
additional emnployment. '

Housing, The pace of recovery will
be hindered by deeply correcting housing
markets in California and the Southwest and
in Florida. Although downward pressure on
housmg prices remains nearly everywhere
as the pipeline of morgages heading toward
[oreclosure is filling in all regions, the impact
is the greatest in these areas, given thart they
were the most overextended during the boom.,
Comparing California with Florida, however,
lustrates some differences that rise the
probability that Florida’s housing recovery wilt
lag behind California’s, where several factors
indicate strouger undenying fundamenial
demand. California’s populaton growth is
stable near 1% per year, while according to
estimates from the University of Florida,
Florida’s population count may actually be
falling. The long period of exiremely high house
prices in Calilornia had generated pent-up
demand. Affordability was less of an issue in
Florida. Finally, California’s housing marlet has
nuch less dependence upon #westars or retiree
buyers, who may very well have capital tied up
in homes elsewhere that they are unable to sell.

Elevated risks for house price declines
also remain in the Greater New York area
and in the Pacific Northwest, where price
downturus have been lare in coming and
affordability remains poor. The pace of price
declines and the fiming of a bottom of these
markets wili depend upon job and income
growth. Risks to the labor market in Seattle
are to the downside, as profitability in the
commercial aerospace indnstry is poor and
future payroll cuts are still possible. Weak
income growth in New York has taken the
steam out of its housing market, and while
employment is falling, its labor market
downtum has not been as severe as expected
because hiring among wealth management
tinms has offser some cnts in securites and
banking. Risks here remain to the downside,

Outlook. The earliest retamn to growth
will appear in the central Plains and rhe
Southeast, excluding Florida. Global
demand for commodities, replenishment of
inventories, and export trade lend support
to these areas, which are experiencing a
relatively mild business cycle. Edvcation
and healthcare support the Midwest and
the Northeast, but within these regions,

-restructuring of the auto industry and

financial services will delay the visible return
to prowth via new job crearion.

Risks. A number of uncertainties cloud
the near-term outdook. The delay of regulatory
reform for financial services may hinder
the willingness of the industry to take on
new risk or to expand its payrolls. And of
course, if there is a change in the vegulatory

" environment that results in more cautions

business planning, centers ol financial services
may face a longer period of slow growth.
More broadly, there is a risk that a
number of industries that aggressively
expanded across many metro areas, both
large and small and in all regions, may
pull back to the metro areas where their
comparative advantage is the greatest, This
has the potential to introduce a return to
greater variation of economic performance
across the regions of the country, Financial
services may very well reconcenirate in places
such as New York, San Francisco, Chicago,
and other traditional finance centers, Slower
conswner spending could mean secondary
centers of transport and warchousing never
regain their vitality. Retailing, similarly, may
no longer be a generator of jobs in many
small to midsize areas unless population and

- demographic trends warrant it.

The resurgent growth of China, India, and
other developing economies could generate
unexpected upside potential, particularly if
the dollar falters further in coming quarters.
Makers of technology products and services
would benefit, But it could extend beyond
this over the long term to inject additional
comparative advantage to industies such
as commmercial aerospace in Seattle and its
suppliers in Southern California, the Midwest
and New England. It also generates upside
potential for the many manufacturers in the
Midwest and Southeast, where export market
penetration rose sharply during the past
business cycle.

Steven G, Cochrane

October 2009
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West and Midwest Jobléss Rates May Linger Longer

8 :
. Wast

Ratio of the numl?er of um‘amp!oyed Midwest

74 to.the number of job openings -

Sources: BLS househald survay,

iob openings and labor turnover survey
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The outlook for unemployment looks grim nearly everywhere as
the number of jobless rises and the mumber of job openings falls.
But the spread hetween the two is hy far the preatest in the Midwest
and the West, where some of the highest unempleyment rates have
already heen reached. California’s 12.2% unemployment rate is a
record high for the state. The nation’s highest rate of 15.2% is in
Michigan. The fact that ¢his is not a record high for the state is testi-
moty to how bad its economy fared during the early 1980s as well.
(Gaps between local and national unemployment rates will remain
wide for longer in much of the West and Midwest.

'Household Debt Management improving Fastest in the West...
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The worst of the household credit crisis may he over, particu-
larly in the West, where delinquency rates were among ihe highest.
New delinquencies on mortgages are falling, but a bt less rapidly
in the South and Midwest. The fact that the Northeast is the outlier
is due in part to the late fming of the region’s housing cycle, at
least around Greater New York, It is alse evidence of the region’s
weak income growth since the beginning of this year because of the
restructuring in financial services. The West benefits from the early
timing of its housing downtum and the resulting newfound hous-
ing affordabibity.

Home Saies Have Picked Up in Ali Regions

120

Sales of existing single-family homes
Jan 2007=100

Source: NAR
50 } t 4 i 4 e } }
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No regional economy will achieve reasonable growth unil the
housing mavket stabilizes, Since midyear—eagdier in the West, where
prices fell very quickly--home sales have been slowly rising. Low
prices, ample inventory, low interest rates, and the federal tax credit
for first-time homebuyers are working to support housing markets to
some degree everywhere. Homebuying will generate seme multiplier
effects through the regionat economies as homes are repaired and
furnishings bought. The effect will he moderate compared with the
boom years, however, since home improvements will have to he fi-
naneed with savings rather than equity and credit cards,

...But Pipeline of Foreclosures Remains Full Everywhere

800. e
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While early delinquencies are improving, the risk of rising fore-
closures in the coming three to six months remains high nearly
everywhere. Loans delinquent more than 90 days continued to rise
through the third quarter, albeit at a somewhat slower pace. There
are plenty of distressed ioans that must be worked through before
foreclosures will slow and downward price pressures begin to ease.
The third quarter slowdown in the West is particularly noteworthy,
but the pipeline is still huge in Arizona, California and Nevada. In
contrast, there was barely any slowdown in 90+ day defaults in
Florida in the third quarter.
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4 Fiscal stimulus, The biggest boost to
real GDP growth from the policy response
out of Washington has passed, but fiscal
stimulus could siill provide stronger than
anticipated support to the economy in the
current quarter. The federal government has
made approximately one-half of the $787
billion in fiscal stimulus passed in February
available, lending some potential for a big
boost to growth over the next several months,
Although the governmene’s support 1o
household cash flow has faded, the economy
has yet to [eel the majority of spending on
infrastructure, but it will, with only $3.1
billion of the $28.9 billion availablé having
been paid out. .

4 Inventory cycle. Industiial prodnction
may rehound more rapidly than forecast
as the inventory cycle turns from sharply
negative to positive for growth. The
moderation in the pace of inventory cuts in
the second half of 2009 will nat be isolated
to autos, and could provide a bigger support
to GDP growth than expected. The dectine
in real business inventories over the firse
six months of 2009 was the steepest in 60
years, setiing the stage for a possibly suonger
second-half rebound. One important payotf
of the rebound in industrial production is
that it could ease manufacturing layoffs more
quickly than forecast.

is the assumption that policymalers will take
the actions necessary'to support the economny
and ensure that a self-sustaining recovery
takes hold, but the risk of a policy misstep
exists, Enhanced unemployment insurance
henefits are set to expire at the end of
December, and the Senate has not approved

a bil} to extend them. Meanwhile, the Federal
Reserve is expected to keep interest rates

unchanged until the second half of 2010, but

if the central bank succumbs to the pressure
to begin exiting, it will increase bomowing
costs, which could short-circuit the recovery.

¥+ Spending support. Consumer spending
excluding autos is extremely weak because of
all the stresses on household finances. Also,
federal programs to stimulate sales of vehicles
and homnes have either already expired or will
expire fater this year, removing key supports.
‘While cash for clunkers drove vehicle sales
temporarily above an annualized pace of 14
million units, removal of the federal incentive
caused sales to retreat to below 10 million,
and additional declines carmot be ruled

Forecast Risks

out. This payback could weigh more than
anticipated on real consumption in the lourth
quarter, which is already forecast to decline
0.4% at an annualized rate.

+ Dollar. A laxger than anticipated
depreciation in the U.S. dollar would
complicate matters for the glohal econorny
and increase the risk that inftationary
pressures build more quickiy than
anticipated. After pealdng in the first quarter,
the Federal Reserve’s broad dollar index has
{allen by more than 10% as risk appetites
and the global economy have improved.
‘While the weak dollar is a positive for U.S.
exporters, it could slow the recovery in other
economies. Also, the depreciation in the
dollar lends some npside risk to the forecast
for subdued near-term infladion. The dollar is
expected to fall broadly throughour 2010, but
a sharper decline would drive prices for dotlar-
‘denominated commodities higher, putting
upward pressnre on inflation.

¥ Foreclosures. Rising [oreclosures
threaten to overwhelm the Obama
administration’s mortgage mitigation efforts
and could extend the recession. Without
further government action, morigage loan
defaulis—the first step in the foreclosure
process—will reach 4 miflion this year, or
nearly one in 12 first mortgages. Also, there
is arisk that the Fed will prematurely end its
commitment to purchase Fannie and Freddie
morigage securities, which would drive
mortgage rates and foreclosures higher A ltarger
than expected increase in delingquencies-and
defaults could lead 10 a larger than anticipated
decline in house prices, while also putiing the
improvemertt in financial markets at risk.

¥ labor market. The forecast is for the
labor market to bottom in the first half of
2010, with the imemploytiient rate sing
above 10%, but job losses could be even
larger than expected. Forward-locking labor
market indicators remain weak with inidal
jobless claims above 500,000, employment in
temporary services still declining and hours
worked falling to a record low in September.
Businesses need to start hiring i the labor
market is to improve. However, husinesses
may be more cautious thau anticipated,
delaying the recovery. Also, prefiminary
estimates for the March 2009 benchinark
revisions showed that on top of the 7.2 million
jobs lost since the beginning of the recession,
another million will be tacked on. 1 the labor
market improves more slowly than expected,

the forecast for modest declines in real
spending in the fourth quarter of this year and
the first quarter of 2010 may be too optimistic.

+ Energy prices. Oil prices could increase
more quickly than expected, putting upward
pressure on headline inflation and reducing
household purchasing power The price of a
barrel of West Texas ntermediate crude has
firmed since the beginning of August but
has doubled since the end 0f 2008, Qilis
expected to remain near $70 through the rest
of 2009 and average $75 next year. Market
expectations for a stronger recovery combined
with a weaker dollar could drive prices higher
than expected, raising costs for gascline and
home heating ofl, pulling down consumer
spending on other items.

+ Lending standards. Lending standards
remain exeremely tight despite a massive
infusion of capital from the government.
With consumers’ access to credit impaired,

a significant rebound in home sales could
take longer than anticipated. The economy
will remain velnerable until credit flows

more freely between banks and creditworthy
borrowers. The forecast assumes a loosening
in lending standards, but if this does not
materialize, the housing downtum would be
extended, pethaps pushing the economy back
into recession.

+ Deflation. There is a threat that price
corrections will avershoot to the downside,
leading from disinflation to dellation. A
deflationary cycle is economically debilitating
because it feeds on itself; consurmers and
firms held off on buying as prices fall, waiting
for even lower prices. Because of very weak
wage growth and a sizeable output gap, year-
over-year growth in the core eonsumer price
index may fall below the forecast nadir of
0.5% in 2010.

+ Fiscal conditions, Washingtor’s
eroding fiscal situation threatens long-term
economic growth, and there is great risk that
budget deficits in the future could be much
targer than expected. The stimulus package
passed earlier this year was necessary but
will result in budget deficits of more than $1
trillion for ¢he next few years. With costs for
Medicare, Medicaid and Social Security set 1o
increase substantially in coming years as baby
boomers retire, policymakers will have to
make very difficule decisious about long-run
taxes and spending,

Ryan Sweet

October 2009
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D Full forecast detail can
be found under the

and Proiduct-- Accounts

Précis Macro publication Nati{) nal I n come

al Www.Imnyeconomy.com

08Q4 09Q1 69Q2 2004 2005 20086 2007 2008

Gross Domestic Product 13,1410 12,9254 129015 12,2638 126384 12,9763 13,2540 13,312.2°

Change T s 64 a7 36 31 27 a1 0.4
Final Sales . 13,193.5 C13,077.8 12,1982 12,5884 12,9171 13,2343 13,3412
Change Sy a1 o7 32 - 32 26 25 04
Final Domestic Sales. 136549 134327 134014 12,8868 13,3113 13,6465 13,8819 13,8298
Change 49 64 89 36 33 25 17 04

I’ rsonal Expend1

Consumption 91953 92002 91800 85327 88190 90735 93138 92009
Change Y, 0.6 0.9 34 29 27 0.2
Durables 1,0768 1,087.2  1,0747 L1055  1,1504  1,199.9 1,146.3

LChange -20.3 23 -5.6 sz 0 41 - 43 4.5
Motor Vehicles | 306.2° 311.2 3a06.2 409.6 3966 402 4 3475
Change -32.5 67 .63 04 32 L5 137

_ Nondurables 20261 20855  2,0857 1,988.4  2,0236 20748 20573

. Change N 4‘9 R R £ RO S 28_ . 25 -

... Services ..5,0804 60760 6078.8 57451 5997 60408 60831
Change S

Investment
Fixed Investment
Change

.1,909.3

. Vonremdentml 1,569.7
Change 16
Structures 4868
| Change 10.3
Equipment 1 068 6

Change ;_2._6'
Restdentlal 451.1

Change 229

Single- Famﬂy 1797

_Change -36.7

Multl.famﬂy 36.4

.. Change -14.8

_ Other o 2247
Change 5.8

Inventory Change -25 g

_Nonfarm -20.4

Farm -5.3
Trade
NetExports . -494.3
 Exports 1,629.3

. Change _ 24

Merchandlse 1,127.6
Change .89
Bervices 501.7.
Change S s 4z
Imports 2,183.8  2,123.5
Change . e 20 -3.2
Merchand;se 18387 1,767.3
_ Change L7 -3.9
Services

Expenditures and Investment hew$ 2,636.6 25440 25272 25686 2,362.0  2,369.9 24021 24431 2,5181
Change %AR 4.8 1.2 -2.6 6.7 14 03 14 17 4
Federal Defense hewd G75.5 681.7 672.8 £95.2 5AD.4 589.1 5984 6115 659.4

Change ) WAR 19.5 3.7 -5.1 14.0 5.7 15 Le 2.2 7.8
Federal Nondefense bewd 315.8 3254 323.4 328.2 284.6 287.2 286.6 294.9 - 3164
Change . %AR 01 127 24 61 10 09 32 .06 73
State & Loca} bew§ 1,647.0  1,632.3 16333 1,548.0 14873 14936 1,807.2 1,536.7 1,548.7

Change - -6 3.9
NIEA Basis, - b$ -665.7 6741 9691 -1,294.5 25 .
Unified Budget b% -168.9 -332.5 -448.9 -304.9 -680.6

Units: bow = billions of chain-weighted 200% doliars; b05% = billions of 2005 dollars; ti05§ = willions of 2065 doilars
Unies: ths = thousands; m = millions; b = biflions; ol = wrillions; % = percent change; %YA = percent change year ago; %AR = percent annualized rate; SAAR = seasonally adjusted annualized rate
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2 Full forecast detail can

be found under the
Précis Macro publication
at WwW.Inyeconomy.com

e and Product Accounts

09Q4 QL 10Q2 2009 2010 2011 2012 2013
CCImpOSltl

Gross Demestic Product  bews 150022 130815 15,1186 15177.3 12,977.6 13,2259 13,737.6 14,4591 14,973.6
Change _ e LWAR 82 25 AL L8 2e 18 39 83 . 36
Final Sales . bews 13,1143 13,1111 13,1264 13,1743 13,0897 13,2220 14,450.2 14,976.3
Change e oo WAR L1 01 04 LS IR S 1 - 3.6
Fina} Domestic Sales bews 13,4450 13,4478 13,4648 13,5146 13,4317 13,558.2 14,726.4 15,2605
5.0 3.6

Change : : BAR A8 A 05 LS RS- SR 1

Personal Expe d;
Consumptmn
Change
Durables
Change
Motor Vehicles
Chcmge
\Tondurdbles
_.Ch_a'age”
Services
Change -

9,237.3 89,2544  9,2194  9,279.8 95622 10,0135 10,3818
oL 07 08 07 3.0 47 37
L,097.7  1,098.5 1,089.2  1,104,0 1,156.5 1,238.1 1,275.6
08 03 5.0, LA AT 7L 30
342,0 3389 328.2 3419 3709 421.0  436.4
. &5 A2 85 I35 . 3T
2,090 2,0874 20022 21603 22168

A8 04 2T 38 . 26
60881 61256 63007 66023 65766
O 06 29 48 42

_nvestment
Fixed Investment
Change "
No resldentzal
- Change
Structures
. Change = e R LoAgd o HBE
Equipment =~ = . e bewd 873.0 8794
Change BT . %AR oL 6 .80 28
Resldenmal o . hcws . 3b4b 3574
Change,__ %AR o122 34 58
Single- I‘amﬂy o ) o hews 11130 175
Change e BAR 788 242 1
Muitlfam;iy L ) bew$ . 250 288
Chapge e WAR -84 -19.2
Other : e bewd 2076 2066
Change S . BAR
Inventory Change . . . bews
_Nepfarm i bowd
Farm hews

Trade - ) ;
Net Exports o bews
Exports e bowS
Change L . . %AR
Me handxse L o bew§
Chﬂnge L o . HAR

01,6308 18370 16469 17971 2.005.2  2,103.0
A8 H188 :
1,256.3 13,2820
.363.4 3904 385.5 . 3849
B C7- S £t SO - - SR 1 I
8908 8791 8963 9433
B A YA
. 3783 3860
149 2L
130.3 109 o
280 39 1.
] 28 a B _—20 [
V_‘_2081 . 208.9
87 R
“18(] ‘_965“.
- B
22 17

PR '340'3 ‘ -‘. ...‘ T Pt N - e —2761 TN Beaials
! 12 7_.

....J,'Vf*‘.s?,.

588.7 817,
I X T 14
21112
24 8
17102 1,864,
10.2 . 8

o014
Y

“Change R e L BAR
Imports ) L = bews
Change e . %AR,
Vlerchanrhse ) ] bew$

_Change S BAR
_Services . . L bew§
Change | . %AR

Expenditures and Investment
Change
e deral Defgns_e
Change . . : K - 2 13
" Federal Nondefense _ bew$ 3335 336.3 3405 328,9 3421 3662  369.9 3835
Change . %AR 29 a6 24 5l 400 40 41 38 37
State & Lacal . hew$ 15555 15670 1572 15825 1,509 15833 15923 16114  1652.2
20 2.0 197 ai 05 21 0.6 12 25

9,705.2 27732
16 25
726.7 7402
14 18

 NIPABasis ... b 13142 .13387 .13851 -1420. 9. 7.4 -1,5865 -1,687.3  -1,728.7
Unified Budget o . b$ 3464 4585 5494 618  -1,6326 13633  -860.0  -66l4  -5179

Units: bew = billlons of chain-weighted 2003 dollurs; b03$ = billions of 2005 doflars; wi03% = willions of 20035 Jollars
Units: ths = thousands; m = millions; b = billlons; i = tillions; % = percent change; %YA = percent change year ago; %AR = percent annualized rae; SAAR = seagonally adjusted annualized tate
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2 Full ferecast detai! can

be found under the

Précis Macro publicarion
. A WWW.INYeCOnony. cotm

Units

Medmn Household Income ‘ 5
Change. YA
PersonaI Income SAAR R t1:i05.$”_
Change _ SoYA y
D:sposahle Income, SAAR tr105$
Change _ Y%YA
D]VIdends b3
Chang() WYA
I_g@;erpst b$
Changs | | A
Rent : b$
Change, . %YA
Personal Saving Rate ‘ o
Houschold Financial Assets - mis
Change _ %YA
Consumer Confidence 1986=100

Consumer”Sp nding, §
Rctaﬁ Sales & Food Serwces ‘

(‘hange S %YA B
Retail Sales & Foed Servzceq less Autos L i
Change WYA

Buﬂdmg Materlais Gal den Eqmp & Supply - bj
Change | | A
General Merchandise ’ b3 L
Change R YA
Food & Beverage Stores bg
Change o HYA
ot i ng & Clﬁth]ng Au::essones ]
Change . o . %YA -
Food Servmes & Dnnklng Places ) b
Change _ _ . _ %YA__
Yehicle Saies,_ SAAR ) . m
Car Sales m
nght ’[‘mck Sales N . . . m

'fli;t;gal Fiuau.c.i‘a.l. Ob]igatiér_l_s Ratm

Homeowners %
%

Change. YA
Revolving tri§
Change |
Nonrevolving tri$
Change %YA

o

18,56

17.2
25.0

258
25

0.98
59
1.60
21

44472 4,156.7
0.3 8.6
36865 5,466.1
46 3.8
3268 3075
L9 69
6014 5939
1.1 13
5944 5885
2150 206.2
456. 3“ 153.2
35 L
128 105
6.7 5.4
6.2 5.1

16
0.96
1.9
1.60
14

2.56

154
17.0
20.2

Units: how = billions of ghain-weighted 2005 dollars; b05% = billions of 2005 doflars; w058 = willions of 2005 doliars
Unizs: ths = thousands; m = millions; b = billions; ui = trlliens; % = percent change; %YA = percent change year ago; %AR = percent annuslized rate; SAAR = seasonally adjusted annnalized rate

08Q¢  09Q1  09Q2

52,071 52402

i o e
-1 ....210. 24
9.8 9.9 100
0.5 10 04
6737  B6R2 6021  532.3
128 L0 <159 -22.9
1,327.8  1,292.9 1,243.4  1,24L.1
L2828 ar 50
2222 2367 2459  262.0
479 409 367  20.2

o 22 38 3T ..4'9,
458 mof_%s” 42.3
95 -T2 w205 -127

3

4,098.7 40845
-89 95
34199 3,409.2
5.6 -6
295.1  290.1
87 120
B
SEL. B
5863 588.0
2083 B
210.9  206.4
53 76
459.3 4588
TR
95 96
48 49

180
186
24.8

2.49
.3]
0.91
5.7
1.58

-Lg

2004

44,334

..10.2. .

2.3
9.2
3.4
548.3
20.6
860.2
8.3

1984
28

gE

39.2

111

3,833.1
81
2,970.7

a8
297.5
12.3

_ 4900_ -

2.7

493.6

3.4

1802

6'0

3710

6‘0

]‘6‘5.9

7'..5,

9.3

17.9

16.3
25.7

2.19
5.6
0.580
4.1
1.39
6.4

2005 2006
46,326 48,201
S
108 1100
25 46
9.3 9.7
1.3 4.0
555.0 7022
L2 265
987.0 1,127
147 142
178.2 1465
-10.2 178
A2
8.3 480
103 110
s i0s0

4,078.2

6.4

3,193.2

7.

3268
10.0
525.3

6.0

5149
43

200.6
6.0
498.2

60
16.9

77

92

18.4
179

25.3

.2‘29. Ar

15
0.83
1.486

45

42045 440
53

$3,304.6

53

345.4

57

5525
5.2

e
2181

6.2

6.4

16.5
7.8
57

185

17.2
25.1

41
087
5.0
151
2.6

238

2007 2008
50,233 51,703
e 1Lz
28 04
99 99
22 06
651 6865
%0 -10.3
1,266.4  1,308.0
123 38
1449 2104
A0 452
AT 2T
507 420
Ve i
s
1358 4,403.9
33 07
85279 46164
ve s
3954 3224
29 -39
5774 5971
45 34
5601 587.2
FrR
92217 217.8
40 7
4381 4522
161 132
TR
85 64

18.7
7.4
251

2.52
56
0.94

.8

1.58
4.4

i85
17.2
249

2.56
16

' 0.96
7.9
1.60
1.4
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O Full forecast detail can

be found under the
Précis Macro publicarion
a1 WWW.INyeconomy.com

Units 09Q3 09Q4 10Q1 10G2 2009 2010 2011 2012 2013

M@d'dnﬂﬂusehc’}d Income L8 ST B2TR 52092 GRI59 52440 B3S22 54807 56560 66,207
Change R WYA 1414 16 L4 14 LT 28 82 28

Pezsonal Income, SAAR . o R tr10o$- . 110”. 109 1]0 B 110 o 11(} 1]0 _11,_4_. i 119 124
Disposable Income, SAAR £2106$ 99 98 93 99 8% 100 103 108 112

Dividends ‘ L 5002 4984 4998_ 502.0 5333 6089 5215 BE5T 971
Change _ : %YA -25.8 851  -17.0 -5.7 223 5.5 35 65 .5
Interest | | b 1240.0 12417 12483 12583 12416 L2700 13630 14952 16201
Change O %YA 66 .40 0.4 L4 51 23 73 - 8% &4
Remt . bR 2800 2790 2794 2787 2667 2798 2812 2824 2837
Change YA 260 179 16 68 268 49 05 04 0d
Persona} bawng Rate o o i o 33 3.3 35 40 38 42 53 - B3 b4

Houschold Financial Assets w3 43 w5 57 w7 s &9 sl e
Change %YA 3.4 56 149 103 56 103 &6

Consumerconﬁdence R 517 . 503 63.4 . 775 | .

Consumer Spendz : _ _ ; .
Retail Sales & Food Services _ b$ 41973 41683 41801 42070 41347 42632 4,539.3 48756 51188
Change L WA 56 00 20 80 &1 29 67 74 50
Retail Salos & Food Services less Autos ~ b$ 3,044.0 34371 84510 34628  3,427.6 34855 35,6641 38910 40720
Change HYA 66 08 09 L6 52 17 &1 62 46
Building Materials, Garden Fouip,, & Supply ~ b$ 2800 2052 2050 2989 2924 3012 3229 3488 3682
Change %YA 113 46 00 30 93 30 72 &0 56
General Merchandise. .. kS 8984 5EBS  GBS3 5840 5925 86T 6096 6152 6734
Change | WA 13 -Gﬁé 2l o0 08 L0 39 58 44
Frod & BveragsSioes i sms wee ma sms  wes a1 e s sos
Change s4VA 08 12 1o 09 0F 10 47 38 38
Clothing & Clothing Accessories ~ h§ . 2086 2015 2071 2056 2065 2065 2147  227.7 2369
Change %YA 47 28 1§ 04 50 - 02 A0 61 40
Food Serv;ces &Dunkmg Places _ N b$ _ . . 45_8.4 .4.).' 2. . 4686 4’}"21 _ 4584 . 4747 5037 5454 5812
Change S A 05 08 20 80 L4 36 &1 83 66

Vebicle Sales, SAAR m ms w5 wme mo s us  mo ied  les
Car Sales . . Lmo 53 49 48 51 80 B3 - 64 75 18
Might Trock Salos | m 82 B8 57 59 53 61 75 86 90

Tonsehol ‘ | . _ .

Total Financial Ohligations Ratio % 17.9 180 181 18] 18.1 18.1 184 187
Homeowners - % 16.5 16.8 16.7 16.8 16 7 16.8 7.2 1% 5
Renters ) - % 24.5 24.6 247 24.6 24 8 24 6 24.6 ‘_25 0

246 251 267 281 3.07
Y2 39 20 66 &9 5.4
Revolving trig 0.90 088 087  0.87 0.88 091 101 115 122
Change %YA 82 82 68 4§ 8.2 20 118 135 5.7
Vonrevolvmg _ tn&\ 1. .)8 1.58 ._ 1.58 1.59 158 1.80 1.66 1.76 1.86
Change %YA -L7 -1.8 .11 0.4 L3 id &7 61 53

Change

Units: bew = billions of chain-weighted 2003 doliars; b03$ = billions of 2003 doliars; 1i03% = willions of 2005 dollars
Units: ths = thousands, m = millions; b = billions; i = trillions; % = percent change; %YA = percen: change year ago; %AR = percent annualized rate; SAAR = seasonally adjusted annualized rate
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D Full forecast detail can
be found under the

Précis Macro publication
AL WWW,IMYECONOmY.cOm

Mongtary Agpre
Honstary
Change

Mz
.:Change

Money Market Rate
Federa) Funds

P_ﬁ{x_m Rate

Discount Rato

91-day CD

91-day CP

91-day F‘umdol}lar
91-day Libor .

Hortgage ia -~
Prlmary Market (FHL’VIC)
Fixed: US
Northeast )
”Mldwest
‘ ._:Southeast
Southwest
West,
Ad_]ustable US
Northeast
Midwest _
. ‘ Sou heast

Sonuh"'est
West

I‘HI‘B Compomte Rate N
) Ad}ustable _

Adjustable Rates
L1th District Cost of Funds
Natlonal Cnst 0“' Funds

atmnal Contraht Rate )

: Current Caupon GNMA

FNMA Commn tment:
Gnnvenmonal
T‘HA.NA

. Second

FHLML Fxxed 10 -yr Treasury
F‘HLMC ARM i-yr 'i‘reasury
FHL‘\/I(1 szed ARM

GN’VIA 10-yr Treaqury‘

]lthD COE‘ Fed Funds

llthD COB - Leyr ’I‘reasury

Y _Ortgages, Secondary Market

Units

£xi§

uAR
tri§
AR

.

%

%

~ DIFF
DIFF

DIFF

DIFF
DIFF

DIFF

T 08Q3

1.45
176

7.81
68

Jlad

5.00

225
306

223
832

291

631
634

e

" 5.06

| 582 |
534

E 5.1

509
o

2
5.91

302

638

o]
ot
—_

6.24

520

2.456

4.09
110
1.65

_0 :8_

0.60

08Q4

1.60

4 9

815

| :13.9 .

051

4.06

BRI

2.82

180

.63
2.72

58T
592

4‘290
595

5.44

640
459

4.16

072

2.21
251
2.02

09Q1

1.56

7 8:
8 34_ _

0.18

3.25

0.50

1.08
0.39
1.67
124

506
504

B8

509 ‘  .

5.10
:303

E 1

_482"”
. .-IfF.
5.43

208

289
BT

A73

4.51

5,82

571

233

4.31

G109

1.99
185
1.46

. Money Markets |

09Q2

__160

24.1

837

17

0.18
3.25
050
0,62
0.26
1.51
0.85

5.03
507
5.07

501
04

| 508
—
Cams
a4

160

248

4.95

43p

47
5.69
3.58

172

1.33
0.19
1.04
1.42
1.08

135
434
234

149

198
162

187
. 5-57 s

519

5 R
5.27

L7

2.01

195

0. 92

‘0 02

2005

1.37

02
667

2006

1.37

~06

7.03

2007

L7
B8
74

2008

160

16.2
8.15

3.21
6.19

L 418
3,51

3.36

350

3.56

589

o
580
586
.. b8
448
4,40
T
) 441‘
e 51 __
‘. o
.

a a4

2T

3.44

586

571

5.76

5.31

1.57
0.87
1.38
0.84

047

.0.88

ccmlionioion

o
Tt
o

4.96
7'9.6
595

o l.J
4 98
.13

5,19

;
8
54

L
[+ ]

665

402
345
6.53

6.31

6.35

612

162

0.60
038
0.91
0,94

091

02

8.05
586

527
_4 99“

332

| 5.30

“':.650_.‘. i
o 602,
633

1.93
5.09
239

2.97
3.30
2.91

6,04

L 6.09
807

6.01
605

601

518
512
528

538

5.34

5.06

6.14
(617

AZ8 :

3'78

6 4(;.

T
6.29.
5.99

170
104

077

1.08
-0.74

024

5.79
6.10
4.95

2.37
3.35
0.86

171
i.14
1.25

Units: bew = billions of chain-weighted 2003 doflars; b05$ = billiens of 2005 doliars; txi05% = willions of 2005 doliars
Units: ths = thousands; m = milfions; b = billions; mi = millions; % = percent change; %YA = percent change year ago; %AR = percent annualized rate; SAAR = seasonally adjusted annvalized rate
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2 Full forecast detai! can

be found under the
Précis Macro publication
at WWW.ITlyECONOMmY.Com

Units 09Q3 09Q4 10Q1 10Q2 2009 2010 2011 2012 2013

M :.g\:;t_:aryA.gg“i:'_égates_ . S ;
MU S 166 1es 163 16 165 lex 18 oim L7
 Change _ %AR 14 -0.9 46 L8 25 - 18 22 3.2 4.3
M2 - _ g 843 848 850 BS54 B4B 865 894 924 963

Chamge . eAR8p 22 11 @540 20 83 R4 42
"Vlnney Mark R' : . N i _ o :
Federal Funds . % 021 018 020 0322 019 036 215 401 450
Prime Rate - % 321 318 3.20 3.22 3.2 3.35 5.1 701 7.50
Discownt Rate L. BBl 084081 LIS 064 LZ5 34 49T 54

91-day CD % 0.65 026 018 0.91 0.65 1.07 403 6.89 7.58
91-day CP ' % 031 029 03 067 031 08l 310 539 599
91-day Burodoliar % 119 110 085 117 132 125 308 506 556
9l.day Libor % 042 038 041 048 072 056 220 897 444
Murtgage Rates . . .
Primary Market (I‘HLMC)

e s
\Iortheast . ) . % .
IR e s e

o
Suuthwest ‘ ‘ ) o % &

Ad]ustable US .‘ | - %

c=1

G e Ew ms ew e T e
548 573 e02 520 619 703 128 678
551 5.4 6.02 5.22 619 701 726 674
541 565 593 G160 BS1  TUE 666
546 569 597 519 614 686 720 669
B2 a65  BOY RIS 603 691 TAT 665
TR T ....4 47‘._ i e e
 Northeast s 481422 409 404 439 410503 613 597
 Midwest - K3 478 469 466 459 485 4B 553 655 639
CSowheast % 503 4% 48 48 504 478 592 704 686
Southwest B 603 490 481 480 BO4 476 582 06 688

- West, L% A6 486 482 445 472 440 556 673 6B
G Thr T Twm s s e ew

608 621 5a1 es 7l 125 679

tonand

D PBZ bD P
ST

-

oo

—_
el

Lotio

e
e ey
=l

i

L
ton

FHFB CompositeRate % 516
}'lxed et e e e s PR . D 31 PRSI
Adlustabfe _ o . %_ ) _ 5.06

folo o
Si~aita
VIR v

justable Rates g . i .

lith Distriet Cost of Funds % 160 160 160 160 3‘ 7160 LBS LT 172
National Costof Funds % 248 248 248 248 253 248 53 257 259
National Contract Rate % 493 486 483 479 495 476 541 606 585

Mortgages.,. Secondary

Current Coupon
FHANA ) . N 55653 583 607 639 72.. 860 TRE ..7 38 , ..737
Second . o _ o % 389 . 4.31 460_ _ _4.94 _ _3 87 ] 5.18 _ 6._317_ B. 7] . .5 93

% 445 474 497 535 457 543 827 654 5.99

Mortgage Spreads . : : _
T‘HLMC leed 10-yr Treasury DIFF 1.44 1.49 1.45 1.59 1.74 1.57 1,53 1.35 1.54
FHLMC ARM - 1-yr Treasury DIFF 417 402 a7 351 421 338 281 205 128
FHLMC F1xed ARM DIFF G‘.4.5 0.84 111 1.45 0,42 1.66 1.39 0.55 0.21
GNMA - 10-yr Treasury DIFF 072 0478 074 088 114 087 085 069 085
11thD (‘OI‘ - Ted Funds . DlI‘I*‘ 139 14 1.39 1.37 ‘ 152 125 0,50 -2.30 -2.78
11thD COF - 1yr Treasury ~ DIFF 106 102 078 089 115 051 -110  -2.88  -3.47

Units: bew = biflions of chain-weighted 2003 doliars; b05$ = billions of 2005 dollars; 3058 = trillions of 2005 dollars
Units: ths = thousands; m = millions; b = billions; m trillions; % = percent Lhangc %YA = percent change year ago; %AR = percenr annualized rare; SAAR = seasonally adjusted snnualized rate
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@ Full forecast detail can
be found under the

- Précis Macro publcation
L WWW.ITIYCCOTLOMLY. COm

‘Financial Markets

. Units 08Q3 08Q4 09Q1 09Q2 _ 2004 2005 2006 2007 2008

Ireasq:xt-y B:Il o :
NedayTbd % coL#s 0@ 01 047 187 315 473 435 137
182 day B S % LB 0% 039 08z 15T 289 480 443 182

365-day T-Bill - % 212 08% - 057 052 1.8 362 493 452 182

Treasury BIH Spreads : : . i ‘

91-day - Fed Funds DIFF 045 021 008 001 002 00T 024
TBill: 182-day - 91-day DIFF 083 043 018 (.5 020 025 008
TRl 365-day - 182.day " DIFF 080 026 - 018 020 0.31 023 013

Treusury Yield Cmr;_.{r
91-day T-Bill, EBY
182-day T-Bill, EBY o % 18
366-day T-Bill, EBY % el

y 4 46
4 09
1.86

022 0.8 1. 40_ 322
040 032 161 330
L 131 180 373 63
057 0&2 189 362

091 101 238 385
127 149 278 3%
176 223 .49 405 474
23 288 3T 415 476
.
A

Treaswyi lyr % 21z 099
Treasury: 2yr % 23
Treasury: 3-yr ] . ‘ % 2 63

Treasuryﬁyr_. e e AL
| o 344

886 325

-
4.36
4.34

4

480

1,29

429 478 46
817 50

’I‘rcasury 30 yr I

Corporute Ra tes . _
Corporate: Aan 5.63
; 6.09
659
T4

653

Cmporate A&
Corporaie A

Corporate Baa .
Utility: A~

Utlhty A o
Utll;ty Baa

Aﬂ COTP 10,_3’1"&935“3’ : . DIFF 217 820 325 286 164
B;_a;_t_ Coryp. - 10-yr Treasury o _ DiPF N » _3‘.:'34 . 560 5. 48. _ 4, 67 =2.12
Corp.: Baa - Aa . bmER w8 2a0 o228 1E1 048

00 v 2
L Les  1E 3
0S8 08 13

Y '191 ” a5
183 L7 3563
048 03 vo6

AUt owy o aa e aw
Baa Utility - 10-yr Treasury . DIFF 817 581 514 438 2.12

Utility: Ban - Aa . D¥ 091 199 1Bl 035

Stock Marke_ﬁ_. : ] . .' :

S&P 500 o 1841=10 12518 9095 8093 8922 L1306 12071 13107 14767 1,220
Chomge L TR U BRI B s SV

Dividend Yield % 23 30 . 32 25 11 18 19 19 24

Price/Earnings Ratio ratio 227 198 821 1067 227 10, s_' 1 ]81‘ 180 206

Exchange Rates 3 L a T
Japanese Yen ¥/$ 107.6 96.1 936 - 974 082 1101 1163 1178 1034
Buro oye 150 132 130 188 124 124 126 187 147
Canadmn Doﬁar _ CS/USSS_ 1.(54 o }._.21_ L24 1.17 1_.370 _ 121 }._1.3 o 170_7_

_I_ntergalgip__r_;gi_ Se i ; .
FRB 10-Country Index (Nominal) Jant7=100 979 - 10840 LI 107l H86 1107 1085 1034 - 998
Change L WAL a7 93 142 I8 af 26 20 47 34

Current Account ) S hs meT 6195 4178 ass3  63L1 7487 8035 7266 1061
Merchandise Trade : R 4 8844 7163 4961 4619 6718 7909 8473 8810 8403

Units: bew = biliions of chain-weighted 2005 dollars; b05% = billions of 2005 doilars; 1rid5$ = trillions of 2005 dollars :
Units: ths = thousaids; ip = millions; b = hillions, i = willions; % = percent change; %YA = percent change year ago; %AR = percent annualized rate; SAAR = seasonally adjusted annuslized rate
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'i'reasu_ry Bl“
Mday PBU
162-day TBIL ~

’i‘reasury Bi“ S];'req_d
91- day 1* ed Fund::

TBLH 18‘7 day 91 day _
TR 365 -day - 182_day

"_I‘reusmrgf_r Yi:eld _(_Ju_rv;s‘_ :
91-day T-Bill, EBY
182-day T-Bill, EBY

365- day T Bﬂl EBY

I‘reasury 1 yr_ o

Treasury: 2-yr

Tréasury. yr

Treasuty: Tyr .|
'[.‘r'eésﬁry: IO-yf
Treasury: 30-yr

Corporate Rates
Corporate: Aaa
o A
orporate: A
Corporate: Baa_

Utility: A
Utility: A
Utility: Baa

Cnrpnrate Spread :
Aa Corp 10-yr Preasury

Baa Corp - 10 -yr Treasury -

r‘m‘p' Baa - Aa

As U* 1+y
Baa Ut]hty - IO-yr Trea::ury
Utlhty Bad Aa
Stock Market
S&P 600
Change

Dwadend Yleid
Przce/Fa rnings Ratm

Exchange Rai;_es
Japanese Yen
Euro

Canadlan Dollar _

Internatuoua] : :ctor

I*RB 10- Country Index {\Iommal)

Change

CurlentAccount o
Merchandlse Trade

Units: hew = billions of chain-weighted 2003 doliars; b05% = billions of 2005 dollars; wi0$$ = nillions of 2005 dollars
Unirs: the = thousands; m = millions; b = billions; ol =

1@_“1- 'l\-easu“

Units 05Q3

0.23

...% - 055

CDIFF 002
DIFF  0l2

DH‘}«“ . 02 o o

. “ .. . 036 .

% oL aew

%
%

%o 5

5w 545 S

DIFF 174
DIFF 284

DIPW Cren”

DII‘I‘ . 2.7

_DIFF 108

1941 10 9968

WA 204

oo 25

_:._ratio ) . .“1411.48.

983
144

Jan97=100 3037

WA 58
ks amd)

LA B12.8

willions; % = percent change; %YA =

. 68T 6
e

_L1o

09Q4

026

0.58

019

021‘_

039

73 N

603

e

(280

L?"_ﬁzs

22

940

101, 2
L 46
109

101.6.

_'6 75

. F1nanc1al Markets

10Q1

066

. | 0.87” .

0.09
0.36

0.20

__0{)4. N

. ,-‘%-..17
e

B
195 .
3883
A

507

10Q2

0.35
0.74
- 1.00

0.12
039

027

¢.69
0.80
270
100

2.E1
2.23
275
3. ”56
) '4 37
5.21

51 .58

620

1L,078.7

33.3

21
748

102.4

1.06

(011
,'6:3..”...
4863

o Bles
41T

3763

582
B2
683

1.62
2.03

I
2.69
1.26

l 100 4
28 9
19

_ 5_6._5

1027
152
105

100.7

-0.9

1
-586.1

2009

0.22

08
0.55

0.03

014

O._20

022

037
128
055

) 1.:.08

231

28
343
4.25

Jb40 5

584

2010

045

089
1.09

0.09

037

0.27

0.79

089

218

038

.6 26.“ e

,,.75 8} )

72[}

2.41

2.00

288
BN
18

926.2

2._6

86.1

s

139
1,15

J0s.e
R =
4383
5082

1,151.4
243

L9

1024

153
104

1005

524

_-_a37 7
6062

2 Full forecast detail can

be found under the
Précis Macro publication
at Www.Inyeconomy.com

2011 2012 2013
2.08

275

Az
463
5.19

007 022 029
08 0s 036
0.37__ 0.48 0.56

202 43 485
2683 456 5.4

639 670 | 6.07
656 684 621
882 TA3 649
G680l 6l
627 649 598
891 T1a 646
766 788 TI5

114 099 106
126 116 126
oA 047 020

oss ost om

224 203 201
L3139 L7

1,2887  1,304.0 13805
76 53 59
26 171 181

1028 1008 990
155 148 147
Lol 098 098

L0070 1083 1036

2 .28 03
b siso s
€51.9 8679 68T6

percent change year ago; BAR = percent annuatized rate; SAAR = seasopally adjusted annualized rute
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2 Full forecast detail can
be found under the

Précis Macro publication
Al WWW, Iyeconomy.com

D el__l_lf(}"g;_'a?”--ms andLabor Markets

Units _ 08Q3  08Q4 09Q1 09Q2 2004 2005 2006 . 2007 2008

Total Nonfarm Employment, U.S. om0 1870 1857 1837 1321 1314 1337 1361 1876 1370
Change . o %YA I /% S 21 S 1 SN 1 NS 45 o 17 L8 L1 04
Natural Resources and Mining _ m. .08 08 .08 07 . 06 0.6 a7 o 61 .08
Change * WYA© sz The 28 a2 32 62 el | 58 Tss
Construetion moo T2 69 .. 68 63 T 78 7.7, 7.6 1.2
_ Change. wYA' a8 7e rs ass 35 82 29 08 45
Manufacturing m ' 13.4 131 12,5 12,0 14.3 14.2 14.2 13.9 134
. Change % YA -3.2 5288 -lld A8 08 05 200 3.3
Trade. m 212 210 207 205 @07 . 210 213 215 213
Change UYA -1.2, 7 -3.9 -4.2 1o L6 L0 L3 -LO
Trangportation and Utilities m 5.1, £ 9 4.8 48 4.9 5.0 5.1 5.1
Change |  wYA .07 4 42 7 2z 20 15 06
Information ;
Change
Financial Activities
Lhange
Pl ofessional and Bus]ness Services
" Change .
Education, and Hea}th Serw.ces
.. Change
Lezsure and Hosp1tahty
_Change .
Other Serviges
.. Change
_Government
_..Change
_Northeast
..Change
Midwest
) Chcmge
South
. ('hange
West .
(,hange
Labor Force, U.S,
Change .
Northeast |
.... Change
Midwest
Change .
- South
. Change .
,West

. bhun,ge

Unemployment Hate, .5, |
Northeaqt

Mldwest

South R

West

0
55,
A
.36,
A
L8]
-
8.
9'

"Northeast

....Change
Midwest
..Change
South
Change
West

Change

Households, U.s.
Change
Northeast
_ Change
‘\hdwest .

. Change

[4]

Units: bow = billions of chain-weighted 2003 doliars; b05$ = billions of 2005 dollats; ti03% = trillions of 2005 doflars
Units: ths = thousands; m = millions; b = billions; tri = nillions; % = percent change; %YA = percent change year ago; %AR = percent annualized rate; SAAR = seasonally 2djusted annualized rare
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Labor Market

Total \Eonfarrn _mpioymeut U.s.

Ch ange

Natural Resources and Mlmng

Change )
Construction
LChange
Manufacturing
_ Change
Trade

Change.

Transportation and Utilities

. Change
Information
Change

I‘mancml Actwﬂ:xes '

Change

meesszona} and Busmess berwces

Change

Lducatmn and Heaith Ser\nces

Chu:nge

Leisure and Hospitality

Change
Other Servmes

. Change

Government,
Northeast
. Change
Midwest
Change.
South
_ Change.
West
Change

‘\Tortheast .
_Change

Midwest
. Change
South
o Change.
_West

Chgn,ge. .‘ it e

Unemp sy*nent Rate,

Northeast
Midwest
South
West .

Popu}atlon, U.s,

Change .

Northeast
. Change
Midwest
. Change
South )
Change
West
Change

Households, U.S.

Change -
Northeast
. Change
Midwest
..Change
South .

. Cha}iée .

560 51" 552'

Units: bew = billions of chain-weighted 2005 doliars; b03% = billions of 2005 doilars; oi5$ = irillions of 2005 do]l,m,
Units: ths = thousands; m = miltions; b = billions; tri = willions; % = percent change; %YA = percent change year ago; %AR = percent annualized rate; SAAR = seasonally adjusied annualized rate

2 Full forecast detail can
be found vnder the

and Labor M'a rkets Précis Macro publication

at WWW.INyeCon0my.com

=.Un'tts; 09Q4 10Q31 10Q2 2009 _2__010 ] g(}ll ) _2012 20313
. 130.7 . 1304 130.2 137.8 . 1424
%YA 24 -8 35 3.3
m LA 0.7 0.7
PBYA -9.8 Y 20 18
mo 61 . 8D 6.6 7.0
YA 81 . 46 o4 &0
m 116 1.5 1.9 12.1
% YA T2 4.4 22 19
m 20.1 209 214
YA 2.3 24
m. 4.8 419
%YA 20, 2.0
m 3. D
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G-25



D Full forecast detail can
be found under the

Précis Macro publication
Al WWW.INYECOnOmy. cotm

2005 2006

Hoﬁsiné, SAAR:

Housing Starts, U.S. L2070 L
Change . T
‘Single-Family WLz
Change 71 .
Multifamily
Chunge

Fxmtmg-Home Sales, U.S.
Change
Northeast
Change,
Midwest
_ Change
South
. Change
West
. Change

E:nstmgw(,ondo Sales, .S,
Change

N’ew-Home Sales, SAAR

I- louse Erices
Exzstmg Homeb, Median, U.8.
L Change _
Existing
.Chapge
New Homes,

wmdos, Mediﬂn, US

'Mi_dwesn, i

'Change' )
West, Bxis
Change .

"Freddie' Mag. CMHPI Us,
Change.

Affordahi tyindex
Change

Rontnl Vacam:'y Rate

Mortgage 0; gii; SAL : : :
Total Originations . o trig

Change . - LA
Purchase Oraynamons . . Lo N o pig
Refi Originagions i
Ref: Share .
ARM Share
Constructlon :
Total Private Const 7668
Change . o ALT
Prwate remdentlal 3513
Change . =201
Single- f'armly 1867
 Change -38,1
Multifama) 44.1
Chun e . . ~10.0
Private nonremdenmal 206 7 4166
Change 78 132
Office 7.4 15, ) 56.8
Change 158 223 - 178 5.7
Commergial 666 733 . _BS  8L8
Change 8.5 i 16.6 4.5
Manufacturing 29.9 54.9 45.1 60.8
Change 20,6, 7.9 281 34.5
Lodging 12.7 176 275 354
Chuange 5.7 384 558 28,7
Fducational | 12.8 139 16.8 18.6
Chanpge 08 8. 20.1 LT
Healtheare | 28,5 - 5.8 39.0
Change 8.5 110 ar
Infrastructure 23 836 . 1039
Change, T LBLE L 244
Other 153 17T 174
Change 7.8 L7 38, -1.8
Publie 122.8 130,86 1647 166.4
Change 4i . B4, . 1858 6
Office Vacaney Rate 14,6 ez 138

Units: bow = hillions of chain-weighted 2005 doflars; b03$ = billions of 2005 dollars; i05% = willions of 2005 dolars
Unirs: ths = thousands; m = millions; b = billions; ui = willions; % = percent change: %YA = percent change year ago; %AR = percent annualized rate; SAAR = seasonally adjusted annuatized vate
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D Full forecast detail can

be found under the
Précis Macro publication
al WWnw. Iy economy,corm

Units

2009 2010 2011 ) 2012 2013
Housing, SAA

Housing Starts, U.S, . R Lmo L0Ts 18 1.75 .. 1,83
Change . . B YA 826 BLT L 542 5.9
Smgh an:iy . o . m ) 036 086 140 1,46
Change . . . LUWYA BL2 5338 615, .. . 4€
Multifamily =~ o mo L0.18 027 036 .0.39
Change . YA 37.4 A6 30.9. I0.8
Exmtmg—l{nme Saies, U S ) L mo 5.16 _ B34 5.21
Change . S YA 178 34 16
Northeast . . o m .63 0.65 o.e2
Change .| . WYA 262 L84 L0l
Midwest Lo.m 119, L k23 1. 1.20
_ Change ) YA 15.6 2.2 3.5 08
South . ) . . m 2,12 PR 2.15 2.18
Change . . e . WYA 2Lz 4L 2.3, Ll
West e . mo 182, 188, 187 . 143
Change,.,.. e TYA 2.7 . A 08 2T
Existing-Condg Sales, U8, . m 082 LBB . 056 Q.58
Change . L WYA L. 683 Y 1)
New-Home ‘Sales, | bAAR o . ths na2 02 oo, . 110
Change YA

sz1z | depr aorz 831

House Prices
Existing Homes, Median, 1.5,
Change
Existing (‘ondo‘s, Med&a
Change
New Homes, Media
_Change
Northeast, Fmstmg ‘\.‘Iechdn
Change )
Midwest, Existing ¥
Change . o
South, Bxisting '\iedmn
. C.’umge . N
West, Existing Muim
C!'mnge

Freddie Mac C‘\«iHT’I us,
Change

Affordability Index
. Change

L WYA

Rental Vacancy Rate

Mortgage Originat

Total Originations
Change

Purchase Originations

Refl Originations

Rlefi Share

ARM Share

.Construction Puf

Total Private Construction SRR .2 )

Change . %YA

Private residential . . L

Change..... . . L. .nY4

Single-family . L1

Change . . e YA LD
Multifamily ) N . b )
Change .. - %YA g

Private nonr i b% 162,
Change % YA AL8.
Office b& a4,
Change %YA
Commerc b 53,
Change . - . oL wYA N
Manufdctuﬂ nrr‘ . o hE X
Change . .. . oL ¥A 20,
Lodging .. . .8 5.
Change . . BYA, :
Bducational . . b . e
Change = . e YA L
Healtheare b$ SN
Change . %Y¥A 4,
Infrastructure. . . . bE 26,
Change ... s . . kYA AT
Other - b$ e
Change,... . - %A 25

Public bE . e
_Change. . . B¥A ¢ . 3 -1 i BB 7 AT

OfﬁceVacanw.Rate e SO AT LT, 183 188 1) 88 . ..188 . 168

Units: bew = billions of chain-weighied 2005 dollars; b03% = billions of 2005 doliars; mi03$ = writhons of 2007 doilars
Units: ths = thousands; m = millions; b = billions; ¢ = willions; % = percent change; %YA = percent change year age; %AR = percent anmualized rate; SAAR = seasonally adjusted annualized rate
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2 Fuall forecast detai! can
be found under the

Précis Macro publication
4L WWW.Iye CONOmy.com

Units 08Q3 08Q4 09G1 09Q2 2004 2005 2006 2007 2008

GDP Chain Price Deflator  2006=100 1081 1092 1097 1097 968 1000 1033 1062 1085
G, | R R 48 bs a3 e =2
Consumer Price Index 19825100 2186 2138 1889 1953 2016 2073 2152
Change %AR 62 CLa 27 34 3.2 29 3.8
LessFood & Boeryy 19825100 2165 2168 2117 2189 1966 2009 058 207 2168
Change %AR 2.8 24 1.8 22 2.5 2.8 2.8
Shelter 1982=100 247.4 2498 2188 2244 2321 2408 2467
Change | %AR 2. 5 09 12 27 26 ad 56 25
ool ... . 18827100 2186 2189 2189 2179 1862 1907 1952 2029 2141
Change %AR 85 43 01 34 . 24 23 40 55
 Food Away From Home N l982=100 2172 2200 1875 1934 1994 2067 2153
Change %AR 6.1 5.2 ‘ 3L 26
Medical Care ' ' 364.9 3673 3362 8511
Change 22 27 40 4f

P:. odugers
AH Commodl

Change ‘ S ‘/uAR
I‘mlshed G—oods _ o _ 1982 100

Change

Intermedlate Gouds

Ch‘mge o e AR
Crude Goods i 1982=100
Chan,ge | ce | ! | e %AR i
Inrlusfrla_l Comm()(htles - . N 1982~100

Changg o . .. e %AR
[nd bommodltles ex hnergy L 1982
Tron & Steel - 1982100 2872 2137 5,

Cha,n,ge e | s %AR L 31 0., 694 o
Lumber & Woud Productf, o 1982= 100
Constructlon Lqulpment ) L o 1982 100 o 1ss1 _:189 0
'I‘ransportatmn Tqu}pment o 1982 100 1574 '162._"?'_’ . le2.6  162.2

Change ... %AR 03 142 02

1624 1711 1865 2011 2464
87 54 80 78
1956 1964 1944 - .

BT S ¥ B 5 ‘10..'“ 0.8
1585 1683 1764 1796””‘1&:4

15L0 1526 1551 1586

16 11 16 23

ala 565 661 T4

West Texas Intermediate . /Dbl 1228 594 : : R
881 363 171 9.5

Cranae e e
PPI- Energy 19825100 2456  167.6 126.9 1564 1667 1776
Change - %AR 80 783 124 232 66 6.5
PPL-Coal C1882=100 1703 1707 1844 1906 1092  [16.8 1266  130.8
Change %AR 149 Lo 861 142 98 70 &4 3.3
PPI - Electric Power & 19822100 1828 1770 1780 1789 432 1500 1620 1673
Change %AR 204 128 24 21 15 48 7.9 2.3
PPI - Refined Petrol. Products 19822100 3278 1833 1913 1674 1195 1650 1932  Zi42 2717
Change %AR 131 802  -685  120.9 228 376 11 109 268
PPI- Utility Natural Gas 19822100 279.1 2409 2263 1982 1893 227.9 2308 2280 2555

Change S AR 208 445 220 AL 07 204 12 2 12

Units: bew = billions of chain-weighted 2005 dollars; 053 = biliions of 2005 doliars; niD3$ = wiliions of 2005 doHars
inits: ths = thousands; m = millions; b = billions; oi = trillions; % = percent chanpe; %YA = percent change year ago; %AR = percent annualized rate; SAAR = seasanally adjusted annualized rate
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Consumcr P

GDP Chain Pr:ce Deflator

Change _
C(mbumur Prlce Index
__Chan,ge ‘
Less I‘ood & Enelgy
Change
Sheltelj
Change
I"ond
(‘hang?
F od Aw ay From Horne
Change _
Medwal Cme o
Change _ o

Producers Pn

All Commodmes _. .
Change

F:mshed Goods .

Intermediate Goods

Change .
" Crude Goode

Induqtrlal Commodltles L

Change ]

lnd Lolnlnodltles ex Lnerg‘y S

C'hange ‘
Iron & Stee]
ge

Cucuzge

Constructzon] qurip_mxent_‘__‘__ o o

C}mnge

Tranbpﬂftatmn Equlpment

Change

]fner'gy Prices

West Texas Intermediate
Chcmge _

PPI - Energy

Changr.

PPy - Coal

(‘hange

PPI . Eiectrm Power
Change

PPI - Refined Petrol, Products

Ch amge

PP{ Utility Natural Gas

Change

r&W@éﬁﬁﬁﬁw;jlgwgfuh

Units

2005 100

‘ %AR. a
1982-100
%AR
1982m100
%AR
1982= 1{}0
%AR
1982400‘
HAR

1982=100

%AR

1982100
%AR
1982=100
%AR
19822100
%AR
1952
*.
1982=100
%AR
1952=100
 %AR
1982100
Hh

100

: fﬁm,.m

1982=100
%AR

1982=100
%AR

%Bbl
“AR
1982 100
%AR _
1982 100
%AR
1982 10{]
%AR _
1982=100
%AR
1982-10D
%AR

1162
S
2.8

2198

1.8

2485

-0.8

JuBs 2

1.6

293.9

LE

9790

883

80.5

1634
29.6
2034

29.6
186.0

1.8
187.7

57.9
2016
69

09Q4

110.6

15
267

3

R

1A

1692
14.9

210.6
14.9

1788

-14.6

1984

215

2047
63 .

10Qt

106
0.3
2166

L6

2204 2

0.1

249.0

03

2207

18

w2

18

3885

. .57‘1

06

fwvdj
L
1m

3.8

021

183

RGN

40

T8

2.0

'}HAWQ

3.5

Dér

1940
o1z

1644
L8

94

17652

149

2180

149

1805
4
2089

25.3
209.4
28

Units: bew = biilions of chain-welghted 2005 dollars; b05$ = billians of 2005 doilars; mi05% = titlions of 2005 dollars

Units: ths = thousands; m = millions; b = billions; o =

rillions: % = percent change; %YA =

LoQ2

110.8

0.8

217.2

1.1
2207
0.5
248.8
-0.4
221 6
16‘
2268
16

‘393 2

4”9

1778

16

_ 03
]755
18

2047

54
180.7
© 1z
177.4
21
175.0

23
182.1

1.3

1947

L3

166.2

19

718
146'

1761

-0 2
217 9
-2
183.2
5.8
209.5
U 7
210 (}
12

2009

oo

1.4

BELEN

0.5

2192

1.7

2498

1.1

2189

22

LB

3.5

LG
6

1728

8.0

s

2.6

51760

610

595 "

266‘

1972

22.0

1804

2.8

17T

364

2077
187

percent change year ago; %AR = percent annualized 1ate; SAAR =

2010

1108

0.7

2178

1.7

29

0.8
248.6

2222

15

L2214

18

5955
49

e

5.4

1771

28

176.3

3.0

| 2095

7.4

.4-.2

1781

L&

0.9

1824

a.6

1962

P
4.0

1656
L6

7
1796

14.0

2235

133

1839

19

2192

26.9

2127

2.4

1828

1687

D Full forecast detail can

be found under the
Précis Macro publication
a1 WWW.INyeconomy.com

2011 2012 2013

122 140 1189

1216 LT

L2218 2264 2309

L8 21 20
2233 2274 2317
L L8 19
2483 2504 2548
00 08 18
2260 2301 2343
L7 18 18

293 25 2397

L7 e .18

4140 4315 BT

4742 40

2o

Carae
1809 184 189
26

..234 o e

17

1869 1812 1846

28
183.9
3.8

820 1885 184

1870 1934 1982
2.5

1992 2094 20T

2.0

875 894 902
15421 99
1946 2084 2066
84 45 1§
2422 2531  257.1
e
187.3  190.0  192.]
SR
250.3 2084 2717
14,2 6.4 20
2240 2319 239.0
83 a5 &l

seasonally adivsted annualized rare
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2 Full forecast detail can
be found under the

Précis Macro publication
ar Www.IMyecowomy. com

Units . 08Q3  08Q4  09Q1  09Q2 2004 2005 2006 2007 2008

Industrla] Productlo : ”
Al Industries 1997=100 1080 1044 99.1 96.4 1038 1072 1097~ 1113 10838
G, . T e e P C
Manufacturing 1997=100 1099 1045 983 962 1047 1090 1121 . 1138 1103
Change _ %YA 39 87 139 146 81 42 27 15 -l
 Nondurables 19975100 1026 1000 971 970 1020 1048 1057 1087 1036
Change %YA 4.0 6.3 8.7 8.1 19 28 08 10 29
Durables 1997=100 1166 1081 983 g4 107.0 1128 1178 1202 1163
Change ' %YA .87 LI 190 -20.9 4.1 55 44 al -3:3
 Motor Vehicles & Parts 1997=100 826 734 546 526 1037 1039 1002 974 833
Change %YA 62 233 410 380 08 02 36  -28 145

Gapacity Ulization s s s w1 ess  ma 3 792 ms o

All Farm Products  90-82=100 1563 1423 180 119.2 1159 1160 1369 1480
. Change S .43 LI e7 des 86 120 28 01 130 88
Al Crops o 90-925100 1774 1577 1807 1540 1169 1118 1198 1430 1681

. Change L. WA es7 dd 74 L7 85 48 72 183 75
Lwestock and Products . _ 90 92““100 o 136 0 1233 110 7 112 3 121.8 120.0 ) 1125 T 131.8- - 130.6
C’w”ge T CoWYA 24 80 151 153 L 1ss 14 B2 ”'2.. 08

Chané’e o S wYA 157.& 5.0 .198 -8y 106 - -88 L2 .225,. 125

Produc &1 T o
Compensatmn per Hour o ‘ 1992=100 181.8 .1
Changs “ - . %YA .. e T e
Output per Hour _ o 1992
Change ‘ . \ . . % R L
Unit Labor Costs O 1992=100 1273 1280
Change - | | ‘%YA - . 19 . 16 Bl

1809 1811 1866 1628 1690 1760 1810
T
1455 1340 1862 1375 0L 1426
BT MO 0P WIE ML 1es
1244 1168 1195 1929 1257 1269
Lz 03 23 28 23 10

'1096 CweE 00 868 992
37' 20 15 27 25

Prlvate Industry Wages & Sa]aries ' . .1989=l 00
%YA
1089=100
%YA_‘ .

1055
e
1065

Proﬁts thh IVA & CCA __ b$ L4546 11236 10827 1,265 12469 14561 1,6083 . 15417 13604
Change o %YA 25 190 126 o5 168 105 Al -1L8
IV & CC Adjustments b§ 636 -638 1105 175 1841  -2144 2327  -102.3
AfterTax Profits b% 8368 9761 1,081l 1,349.4  1,3228 11706

Change o BYA 382 -248 182 0.0 33.@ 89 20 LS

ga‘S}} F.]qw | . . . bg

_ 9414 11744 12713 10193 15282 13578 12768 12513
Change YA

271 108 7 190 495 2 60 20

Units: bew = billions of chain-weighted 2005 doflars; b05$ = billions of 2005 dollars; 1105% = trillions of 2005 dollars
Units: ths = thousands; m = millions; b = billions; tri = willions; % = percent change; %YA = percent change year ago; %AR = percent annualized rate; SAAR = seasonally adjusted apnualized rate
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D Full forecast detail can

be found under the
Précis Macro publication
al WWW.INYeconomy.com

Units 09Q3 09Q4 10Q1 1062 2009 2010 2011 2012 2013

Al Industries 1997=100 975 979 682 985 977 991 1029 1071 1083
Change . | SYA_ 00 83 08 22 .08 15 88 41 2
Manufacturing _ 1997=100 977 8.3 987 989 976 996 1036 1081  110.3
Change %YA 11 589 04 28 gLs 20 4] 45 20
Nondurables ' 1997=100 9.6 964 965 967 968 969 988  10L1 1024
Change %YA 59 85 w08 08 66 01 2.0 23 1.3
Durables 1997=100 974 986 993 996 971 1006  105.4 1100 1127
Change wYA 165 87 e 58 .65 3.5 48 1.1 2.3
Motor Vehicles & Parts 1997=100 56.2 556 B4l B58  BAT 567 626 &1 693
Change WA BLs 245 08 61 .9t3 87 I02 7§ 39

Capacity Usilization % 63 664 665 666 %2

Allrl"a;m_Prpd\‘J:cts' o 90-92=100 1287 1285 1200 1293
| Chemge . WA cdmp 87 1D 18
All Crops 90-82=100. 1480 1483 1482 1486
e o e R R
Lwestock and Products 1103
1.8

1299 1830 1370 1413
02 24 80 31
1495 1533 1578 1627
05 26 30 3l
Gy e e o
0z 21 30 3

) Change

1380 1411 1457 1496
b8 2288 AT

1406
12

PP I‘nrm Products .
Change

Co:ﬁp'e'ns'étjpnpefl{oﬁr 1992=100 1821 183.1 1840 1850 1818 iBAG 1897 1928 1964
Output per Hour _ 1992=100 1474 1489 1493 1499 1463 1500 1517 1542 1574
e e . R M T i ¢
Unit Labor Costs ,ﬁ . o1992=100 1236 1230 1232 1234 1243 1237 1250 1250 1240
Change . WYA 29 .39 25 .08 20 05 LL_ 01 08

Private Industry Wages&Saianesk ‘ 1989:100” 1105 1108 116 1111 1103 1110 1106 1108 1118
Chenge . . WA Q3 Ll Ll L0 L5 07 04 00 13
Compensation-Civilian Workers | 1989=100 ni2 118 1125 130 1108 1131 1148 1166 119.4
Change S22l 28 24 20 21 14 16 28

Corporate ;
Profits with IVA & CCA
Change

1,239.5 12448 12391 12400 12233 12463 13483 15322
-8 108 48 L1 .0l 19 82 134
IV & CC Adjustments 162 1188 -120.2  -1205 1023 -119.9 1240 1254
After-Tax Profits o by 1,045.6  1,051.5  1,048.0 10488  1,0261 10632 11360 12814
Change oL WA q78 25T T4 AT 12E 26 78 128

CashFlow © o bB 12850 12965 13051 L3IBT 12565 13173 L3472 13826

Change | YA 62 76 111 83 04 48 23 26

Units: bew = billions of chain-weighted 2005 dollavs; b05% = billions of 2005 doilars; u‘ibSS‘n‘ = gillions of 2005 dollars
Units: ths = thousands; m = millions; b = billions; i = trillions; % = percent change; %YA = percent change year ago; %AR = percent annualized rate; SAAR = seasonally adjusted annualized rate
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U.S. Regional Outlook: The Shape of Recovery

By Steve Cochrane in West Chester
November 18, 2008

View the Moody's Economy.com U.S. Regional Forecast.

. Job losses are slowing and industrial production is improving, but housing has not
stabilized and consumer confidence is tentative.

. High unemployment will weigh on wages and spending in.the Southeast and industrial
Midwest and on the West Coast.

. Florida could see a sluggish turnaround as popuiation growth siows and investor
demand remains weak.

. Financial services will play a smaller role in supporting regional growth than they did
during the housing boom years.

The recession's intensity is easing across the U.S. This is clearest in the North Central region from the
Mississippi to the northern Rockies, where employment has stabilized, industrial production is rising,

-----------

-------------------------------

housing cycle, rising energy and commaodity prices since early*this year, and stable household balance
sheels. Much of the rest of the country is still struggling {o emerge from the recession. Job losses are
stowing, and industrial production is improving nearly everywhere. But housing markets have not
definitively stabilized, and consumer confidence remains tentative.

Shifts in unempioyment rates indicate how quickly vitality can return to a region once it begins to
recover. Where jobless rates have risen the most--on the West Coast and in the Southeast and
industrial Midwest—a labor surplus may persist, weighing on wages, household income growth and
spending, even as employment begins to rise.

http://fwww.economy.com/dismal/pro/article.asp?cid=119524 11/18/2009
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Housinyg, Marufacturing, Finance Shaped Recession
Uniemploynment rate, change from cyclical low, ppts

U.5.=5.4 ppts

- e Mear average
September 2003
Soree BLS Greater than5.7

The unemployment rate can be misleading, however, if discouraged workers leave the measured labor
force. A deep decline in income during the first half of 2009 distinguishes areas that may lag in
recovery, at least during 2010. As of the second quarter of this year, wage and salary income is down

labor market.

Income Trends Highlight Weakness in Hortheast
VWage and salary income, 200902, % change yr ago

1.6% of worse-
gar average
M-2.5% or better

[

Snur:“:e: ‘l

Recent income trends illustrate the factors generating the most important differences across the
regions—manufacturing, housing and finance.

Manufacturing to lift the Southeast
The sharp downturn in manufacturing was not limited to the industrial Midwest. Ultimately, cutbacks in

consumer demand, investment spending and exports knocked the Southeast into recession as well.
The turnaround in industrial production is one of the strongest indicators of economic recovery and will

http://www.cconomy.com/dismal/pro/article.asp?cid=119524 11/18/2009
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heip lift the Southeast out of recession soon to meet export demand and domestic growth.

The Midwest's recovery will be lagged. While workers have been called back to auto production lines in
recent weeks, further consolidation is needed for the industry to sustain profitability, Outside auto-

intensive areas, however, export and investment demand will help stabilize the rest of the Midwest and
Plains states,

Technology-producing areas also stand to gain in the near term. Business investment spending may
remain tepid during the coming year, but it did turn positive in the third quarter of 2008 following six
consecutive quarters of decline. The turnaround is enough to stimulate tech-producing industries,
which will further gain from export demand and from some domestic consumer demand where
technology change is evident. Electronics, telecom and software industries in areas such as Silicon
Valley, Portiand OR, Seattfe, Austin TX, Dailas, Boston and Raleigh NC should feel this effect. The
exceptioh is likely to be pharmaceuticals, concentrated primarily in the Northeast, which is an industry
also expériencing ‘consolidation.

Housing uncertainty

House prices generate the most uncentainty for the regions. The importance of a stable housing market
is clear from the recent performance of the central Plains economy. Risks are greatest in four regions:
California, because-of its sharp downturn in house prices and high rate of foreclosures; Florida, where
investor buyers have disappeared; the Northeast, as a resuit of the sharp downturn in income and the
fact that housing affordability remains below 1990s leveis; and the Pacific Northwest, where
affordability also has not adjusted, and risks to the region's aerospace industry are intensifying.

Upside potentiai for California's housing market derives from stable population growth with significant
pent-up demand due to its long period of low affordability. Further, the California housing market
depends to a high degree on endegenous demand, which could improve as the strengthening Asian
economy supports the region through its trade and transport {inks.

At greater risk of a sluggish turnaround is Florida, as population growth slows to near zero, and
investor demand remains weak. Further, the construction industry drives Fiorida's economy to a larger
extent—by about 33%—than it does in Catifornia.

A diminished role for finance

The Northeast; particutarly within the commuting shed of New York City, may be one of the last
housing markets to stabilize. Its cycie began well after the rest of the nation's, and weak income growth
will weigh on demand and prices in the region near term. Even if financial service bonuses rebound in
early 2010, the propensity to spend such payouts may be much reduced. More broadly around the
country, the finance indusfry will play a diminished role in supporting most of the regional economies
than it did in recent years when it expanded as a result of demand for morigage finance and of
expanded retail and commercial business portfolios of many institutions.

http://www.economy.com/dismal/pro/article.asp?cid=119524 11/18/2009
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First the Plains, then the Southeast

Economic recovery has begun in the upper Plains and will soon emerge throughout the central part of
the country. The Southeast may next be in line as its manufacturers, export-based producers and
transport hubs find renewed footing. The industrial Midwest will ultimately find renewed stability from a
significantly smaller domestic auto industry. Its surplus of skilled labor and its auto-related research
facilities eventually will form a base frormn which moderate growth can emerge.

California, the Southwest and Florida will depend heavily upon stabilization in their housing markets.
Much will depend upon how quickly foreclosures liquidate the excess supply of homes. California holds
an advantage in its demand factors and its adminisfrative process for foreciosures, which moves more
quickly than Florida's judicial process. In and around California, links to Asian trade also lend upside
potential to the region's recovery. Already, evidence is emerging of an increased flow of exports
through West Coast ports. But ali U.S. ports at this point are hungry for business, and competition is
fierce.

New Employment Peaks May Come Slowly
Projected guarter of new peak in employment

U.5.=2012Q3

@By erid of 2014
) By mid-2012
B By 2013Q1

B After 2013Q1

Rl

...............

extremely uncertain in the region as financial services continue to restructure, Second, without clear
guidance regarding a new regulatory environment, the financial services industry may expand very
cautiousiy over the coming year.

State fiscal conditions add further risk to regional ecocnomies, as revenue is likely to fall through the end
of the 2010 calendar year, even as direct federal aid contained in the stimulus program begins to fade,
States at greatest risk are those that depend highly upon income taxes, including California,
Connecticut, New York and Massachusetls.

..........................................
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WE Regional Forscast - State Employment Growth

Annualized % Change % Change

09Q2 09Q3 09Q4E 10Q1F 10Q2F 10Q3F 10Q4F 2008 '2009F

United States -4.5 -2.8 -14 0.7 -0.5 0.6 1.4 -0.4 3.7
New England -3.7 «1.5 -2.5 -1.3 -0.8 0.0 c.6 -0.1 -3.2
Connecticut -4.8 -2.8 -3.0 -1.9 -1.6 0.1 0.8 0.1 -3.7
Maine -4.3 -2.3 -_1 B -1.0 -0.3 ~0.1 0.5 -0.3 -2.9
Massachusetts -3.0 -0.5 24 -1.2 -0.5 -0.3 0.3 : 0.2 ~3.0
New Hampshire -4.5 -2.4 -1.4 -0.5 -0.6 1.1 1.7 0.0 -2.2
Rhode island -2.9 -2.0 ~3.4 -0.7 -0.8 -0.5 0.5 -2.2 -4.0
Vermont -2.1 -0.7 -2.9 -1.8 -1.7 -0.1 0.2 -0.7 -3.9
Middle Atlantic -3.8 -0.3 -1.3 -1.1 -1.2 -0.3 0.3 03 -2.5
New Jersey . -38 09 -1.3 -1.2 -0.9 -0.2 0.6 -0.5 -3.0
New York -3.1 0.6 -1.8 -1.4 2.1 -0.3 0.1 0.7 -2.0
Pennsylvania -4.9 -1.4 -1.0 0.4 0.2 -0.3 02 - 0.1 -2.8
South Atlantic -4.1 2.7 -2.2 1.0 -0.7 0.1 1.4 -1.3 -4.0
Delaware -4.8 -3.2 -2.6 -1.9 -2.3 0.2 0.2 -0.8 4.5
District of Columbia -2.6 4.6 1.5 0.7 2. -1.2 -0.1 16 0.4
Florida -4.7 -3.2 -3.5 -2.1 -2.2 -0.2 2.5 -3.2 -4.8
Georgia -5.7 -5.8 ~3.1 -1.2 -0.5 0.5 1.0 -1.0 -5.0
Maryland -2.4 ~0.6 -1.0 04 1.1 -0.5 0.7 -0.4 -2.1
North Carolina -4.8 -2.6 -1.2 -0.4 0.0 0.5 1.2 ) -0.3 -4.7
South Carolina -2.4 1.0 1.5 0.7 0.6 0.7 1.5 -0.9 3.9
Virginia -1.9 -2.2 -0.5 -0.5 -0.2 0.2 1.2 -0.1 -2.4
West Virginia -6.0 -0.8 -3.3 -2.3 -1.7 -1.0 0.1 0.4 -3.0
East North Central -5.9 -2.3 -24 -1.4 -1.5 0.1 0.9 -1.1 -4.9
Hlinois -5.5 -34 2.2 -0.9 ~1.6 0.4 1.0 ‘ -0.5 4.4
Indiana -5.9 -2.1 2.7 -1.5 -1.0 0.4 1.1 -0.9 4.7
Michigan -8.4 -2.8 -3.1 -1.9 -2.2 0.0 Q0.8 -2.5 -6.9
Ohio -4.6 1.3 -2.0 =11 -1.2 0.0 0.9 : -1.1 -4.5
Wisconsin -5.6 -1.0 -2.5 -1.9 -1.9 -0.4 0.4 -0.5 -4.0
West North Central -4.3 -1.8 18 07 0.5 0.4 11 0.2 2.7
lowa -5.0 -1.6 -2.3 -1.3 -0.4 -0).2 0.5 0.3 -2.8
Kansas -7.6 -39 24 -0.7 0.0 0.4 1.1 ) 0.8 -3.0
Minnesota -4.7 -1.9 -1.8 -0.4 -0.6 0.8 1.5 -0.4 -3.7
Missouri -3.4 -1.4 -1.8 -1.0 -0.8 0.3 1.0 0.4 -2.5

http://www.economy.com/dismal/pro/data/outlook.asp ?type=4 11/18/2009
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. Nebraska -3.0 0.6 -0.9 -0.2 -0.3 0.9 1.2 0.8 -1.7
North Dakota 44 1.4 -1.5 -0.2 0.2 0.4 1.1 2.4 0.5
South Dakota 4.1 1.0 1.1 0.5 -0.4 0.2 0.9 12 A5

 East South Central 4.1 -2.0 2.8 -1.0 03 0.4 1.2 06 4.0
Alabama -3.8 2.0 .27 -0.1 0.6 0.5 1.6 0.5 4.4
Kentucky -4,7 2.9 2.1 0.7 0.3 0.6 1.2 0.7 4.1
Mississippi 0.3 3.4 -3.0 A7 1.6 0.4 0.5 0.5 3.0
Tennessee 5.4 0.7 -3.2 A5 0.9 0.6 1.3 0.7 -4.2

West South Central -4.3 -2.0 -0.9 0.5 0.8 0.9 1.8 1.8 -1.9
Arkansas 2.4 0.6 -1.8 0.8 0.5 0.6 1.3 0.0 2.3
Louisiana 2.3 2.6 13 0.7 0.1 0.0 0.9 13 0.8
Oklahoma 5.9 2.3 -1.8 1.0 0.6 07 - 04 1.7 2.1
Texas 4.5 -2.0 -0.5 1.1 1.3 1.4 2.2 2.1 2.0

Mountain 6.0 -3.3 2.1 -0.8 0.1 0.6 1.4 05 4.7
Arizona 6.2 3.9 -3.3 A6 0.3 0.7 1.3 2.1 -6.9
Colorado 6.2 2.4 -0.7 0.3 0.5 1.3 2.0 0.8 3.8
Idaho -4.8 -1.1 05 0.1 0.5 1.3 1.9 1.1 -4.5
Montana -3.0 0.7 -0.6 ~1.1 -0.4 -0.4 0.5 0.3 -1.5
Nevada 6.1 4.8 -3.5 2.5 2.0 0.2 0.4 2.0 -5.8
New Mexico -5.6 -3.6 -1.8 0.3 0.7 0.8 . 2.1 0.4 -2.9
Utah 8.1 . 43 -2.9 -0.9 0.1 0.1 0.8 0.2 3.7
Wyoming 9.4 -4,1 -0.7 -0.2 0.5 0.8 1.2 © 33 2.4

Pacific -5.3 3.0 23 417 08 0.5 14 -0.8 43
Alaska 2.1 0.3 -14 04 1.0 0.4 1.0 14 -0.1
California 55 -3.3 2.9 1.5 -0.9 0.4 1.3 1.4 4.6
Hawaii -3.6 -4.9 2.3 -1.1 0.1 -0.2 0.7 0.9 3.2
Oregon ' -5.7 2.6 “1.4 0.2 0.3 0.9 16 0.6 -5.4
Washington -4.7 A7 05 0.1 0.2 1.0 1.9 09 3.2

&8 Moody's |Economy-com

spyright © 2009 Moody's Analytics, Inc., and/or its licensors and affifiates. All rights reserved.
oprietary Rights Privacy Policy Terms of Service

http://www.economy.com/dismal/pro/data/outlook.asp?type=4 11/18/2009
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STRENGTHS
s Dominant healthcare prowdes stability to the
labor market.
s Location near Boston prowdes agress {o
dynamic industries.

WEAKNESSES
¢ High tax burden.
e High dependence on secularly declining
manufacturing industries such as paper. )
¢ Brain drain to other northeastern metro areas
hinders expansion.

RRENT EMP
AUGUST 2009
% change yr ago, 3-mo MA

Total -

Constnistion =
Manufaciuting -|

Trade ~]

Trans/Uliities =
Information —
Financial Acthvities —
Prof & Business Swos —
Edu & Heaith Swvos ™|
Letsure & Hospiality ~]
Other Sendces |
Govemmant |

20 16 2 B -4 0 4

'suoa'r TERM @

UPSIDE
» Upgraded transportation linkages with Boston
" boost growth.
e House prices stabilize, and the pace of
foreciosures slows.

DOWNSIDE
s Spiliover effects from the housing slowdown
are more significant than expected.
e Stafe budget cuts limit enrollment at siate
colleges,

RELATIVE EMPLOYMENT PERFORMANCE (1994=100}

a5 } } } —1 } - i T } H T T — 1 t T
94 95 96 97 98 99 00 01 02 03 (¢4 05 Q08 07 08 09 10 i1 12 13
e () 8 = ME

403 Gross state product (C$B} 40.0 408 424 44 8 45.4
816 Total employment {000) 599 591 598 616 634
-0.3 % change -2.8 -1.3 1.3 3.1 2.9
5.4 Unemployment rate 8.4 9.8 8,7 6.9 5.7

4.2 Personal income growth 1.5 1.4 3.2 4.4 5.0
1,316 Poputation (000) 1314 1,314 1316 1,320 1,323
-1.4 Net migration (000} -4.0 -2.2 04 1.4 2.1
3,099 Single-family permits 2148 2343 3649 5933 6,038
516 Multifamily permits 209 277 413 522 572
501.3 House price index (1980Q11=100) 4844 4584 4812 4833 508.2
4,539 Mortgage originations {$M) 5483 4650 4336 4,370 4,713
496 New vehicle registrations (000} 39.9 40.9 49.1 55.8 58.1
2,853 Personat bankruptcies 4,245 5497 6,020 5485 4,903

i ANALYSIS

Recent Pecformance., Maines service sector has
held up bewer than that of the nation over the past few
months, helping slow the economy’s decline. While
stitt substantial, layoffs in services slowed in the chird
quarter and are a measurable improvement from the
sharp declines seen in late 2008, A number of trouble
spots remain, primarily in goods-producing indus-
tries. In face, construction and manufacruring have
accounted for half of the decline in nonfarm employ-
ment over the past year. While ME’s unemployment
rate is mote than a percentage point below the nadon-
al average, slack in the labor market is hurting income
growth, Slower growth in petsonal income, particu-
larly wages, is raking a toll on consumer credit condi-
tions. Meanwhile, homebuilding has firmed, but the
median house price is declining on a year-ago basis,

College enrollment. Employment at colleges and
universities bas edged higher over the past several
quarters, bur more difficuft dmes are ahead as state
revenues flounder. The number of students at ME
community colleges increased by more chan 109,
which lLelped suppott hiring in education. While 2
positive, increased enrollment will be considerable
stfain on state-funded colleges and universities, as
public funds are few and far between. Through the
secand quarter, state tax coflections were down 3%
on a year-ago basis and larger than any decline seen
in the previous recession. Income taxes account for
just under half of revenues, which suggests that con-
ditions will not improve rapidly. The labor matket
will not bottom uniil mid-2010. This wili hure state
revenues and keep the risk of addirional cuts in the
education budget uncomforrably high.

Branch offices. Back-office operations in ME are
holding up relatively well because of favorable busi-
ness costs, and growth should resume in the second
half of 2010. As the recession inrensified in late 2008
and in the fArst three months of this year, businesses
aggressively cur payrolls. Sdll, the staec’s back-office

operations avoided the severe declines seen elsewhere.
Only 2% of administrative support jobs in ME were
lost, cotnpared with more than 5% nationwide,
Pordand’s large service industry creates many of the
office support jobs in the state, but stand-alone op-
erations such as call centers are located further north,
where office rents are lower. MEs cosr advantages
made it one of the last areas that corporations looked
to cut payrolls. Employment in locil badk-office op-
erations is forecast to remain reladvely unchanged next
year, as the narional recovery pets off to a sluggish start.
Risks to the forecast are to the upside as cost-conscious
firms may relocate jobs to ME to capitalize on its low
business costs. T Bank has aiready announced inten-
tiens to open a 230-person call center in Auburs.
Housing subsidy. The expiration of a federal tax
credit for first-time homehuyers could hurt demand
more than anticipared in the first half of 2010, The
removal of the federal tax credit will soften demand,
and house prices are forecast to zesume their descent
over the next few months, There is some reason for op-
fimism as the tax credit could be extended and possibly
increased. If the rax credic is enhanced, Portland and
counties along the coast would experience a sutge in
buyer traffic that would help house prices firm. How-
ever, because the state’s recovery is going to lag that of
the nation, federal housing subsidies will be eliminated
hefore the local housing markets have fully recovered.
Maine’s economy remains on shaky ground,
particularly outside of Portland, where goods-
producing industries are more prevalent. The
surge in college atrendance wifl enable the state
t0 become more service-oriented. However, the
jobs will be limited to Jower value-added admin-
istrative support jobs. Qut-migration will be a
long-term problem. Overall, ME will be a below-
average performer over the forecast horizon.
Nathan Topper
Sepember 2009

Moody’s Economy.com « www.economy.com + help@economy.com = Précls STATE » September 2009

G-39



NavaiAur Slahon answmk
Unurn Provadent

Shaws Supermarkets Inc.
Eas%em Maine Medicat Center

__2,507-3,000
Maﬁne General Medical CenierAugusta hhhh 2,001-2,500
Pratt and Whttney 1,501-2,000

Cenlrai Maine Me
Bank of Amenca Corporataon
Verso Paper

Home Depat, inc.

S D Warren  Comparny
Mercy Hospziai

Refal! Trac!e
!nforrnatlon

Lmsure and Hosp Serwc
Other Serwces
ggyemmer]L

TOP EMPLOYERS INDUSTRY EMPLOYMENT
Hannaford Supermarkets ____ 7,001-8060 | Sector ME  US
Wal-M; 7.001-8,00¢ | Construction 48% 53%
6,001-7,000  Manufacturing 96%  9.8%
_Durable e 53.3% 63.1 %
Nondurab.’e i

Educ and Healih Servzces

Percent of fofal employmant, 2008

INTO MAINE NUMBER
OF MIGRANTS
Massachusetts 4,055
‘New Hampshire 3,315
Fiorida 2,697
New York 1,573
Connecticut 1,362
Caifomia’, 1,148,
Virginia 1,081
Pennsylvania 765
North Carolina 759
‘New Jersey 681
Totaf in-migrafion 26,812
FRCM MAINE
Florida 3,195
New Hampshire 2,776
Massachusetts 2,613
‘New York - - © 1,250
Virginia 1,139
California 1,128
North Carohna 1,083
Texas ' 940
Connecticut: 753
Pennsylvania 677
Total Out-migration 25,159
Net Migration 1,753

Mosi Dlverse (U S } )

100%

1_0(_)__' T

1. 0%
0807 :
. : i 5
RTE so %

pdn

&_.f_.J

b oga

L east Diverse

"".'4.0.%~

20%

EMPLOYMENT VOLAT!LFTY
' Due toUS fluctuat;ons o

Relatwe to U, S

Rite Ald Corporation 1201 _g,,@gg
Sourves: Guids fo Milllary Insiallations, 2009 and
Mair?; Deparfm«;nrof‘l.ago:.?w‘;! * : LOCATEON QUOTIENTS
NAICS Industry Location Quotient
Leather & Allied Pr'oduct Manuf. 13.54
PUBLIC
. 14,5608
27,933
L 61,617
2008 Source: Mocdy's Economy.com, 2008
INDUSTRIAL DIVERSITY

EXPORTS BY DESTINATION
Exports  Share Total
Country (Millions $})  Exports %
World 3 016.4 100.0
Capada " 9416 a2
Malaysia 7647 25 4
“Saudi Arabia " 1603 B3
Korea, Republic of 136.6 4.5
‘China 1247 4.0
EXPORTS BY COMMODITY
Exports Share Total
Commodity (Millions $)  Exports %
— . World 3,016.4 100.0
ME us. comp. & efec. prod. - B95.1 - 29T
Paper - Bt47 204
Source: FHFA, 1987Q1=100, NSA Transportation equip,  422.9 - 4.0
. Marine products 157.7 5.2
Farestry pradiicts 1404 AT
Source: BOC - Foreign Trade Division, 2008

Net Migration, ME

4,000 “i
3,000
2,000
1,000
0
1,000
2,000

S I I T
2006 2007 2008

2005

Sources: IRS {lop), 2007, Census Buread, 2008

Per Capita

Median Househoid
B vE

Sources: Census, 2007 (household); BEA, 2007 (per capita)

Under 50k, 72.0%

50-75k: 12.9%

Source: Internal Revenue Service, 2007
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Insurance Providers Stabilize Office Demand

1.45 . &
{nsurance carriers employment
I Source: Maody's Economy.com
140 4 T4
% change yr ago
3-mo MA (R L2
1.35
-0

Office-using employment in ME has outperformed the U.S.
throughour the recession because of the state’s overexposuze to insur-
ance. The financial crisis weakened the banking sector because it led
to a decline in nonrecurring revenues. Firms and houscholds reduced
the amount of debt they were taking on, which hurt business for the
banks. However, the insurance industry has been resilient in the face
of the financial crisis hecause of its dependence on recurring revenues
from clients with long-term commitments. The bulk of the insurance
jobs are in Portland, which has fared better than the rest of the state.

Vacancy Rate Remains Below Average Despite Investor Class

16

Vacancy rate, %, 2008

Source: American Community Survey

Seasonalrecreational

Homeowner Rental

ME’s balanced marker has limited house price declines, protecting
homeowners from the massive losses in household wealrth seen efse-
where. The homeowner vacancy rate is below the U.S. despite large
exposure to second-home owners, a class that has been susceptihle w0
foreclosure. Entering the housing boom, ME was a well-established
marleet for vacation homes. Specularive second-home buyers make
up a smaller share of the total vacation home market than nascent
areas such as southwest Florida. Therefore, less-leveraged homeown-
ers in ME are not as likely 1 be underwater on their mortgage.

Dependence on Heating Oil Is a Drag on Consumption

4.0 ( 14
35+ T 12
Naturat gas prices $
per mmBTU (R}
30+ . + 10

Heating ol prices
% per gatton {L}

A new liquid natural gas plant in New Brunswick Canada could spark
awave of development focused on more diversified energy sources in

- ME. Regulatory hurdles and extensive conscruction fead times ensure

that heating oil is ME's primary energy source in the near term. ME
consumers will be at a disadvantage this winter compared with regions
and states that have alternatives to heating oil. Natural pas prices were
cut in half over the last year, while heating oil prices are ahove last
winter’s lows. il is easier to transport and will experfence greater
upward price pressure from growth in emerging market economies,

No Tech Growth Expected in Maine

310 )
L 9
Tech employment as a share of total, % o
R o
w”’p
- L.
3.05
L4
3.00
Maine {L} Las
2.95 Aottt ot 42

"The fong-term outlook for growth is muted by the low level of busi-
ness investment that flows into ME, particularly for new technology
start-up firms. Accelerating out-migration and a small base of young
college graduares entering the workforce diminish the state’s attrac-
tiveness to developing industries, evident by the below-average levels
of venture capital the state draws. Well-entrenched industries such as
hack-office operations, healthcare and insurance will be the primary
drivers of job growth as the state emerges from recession.

Moody's Economy.com ¢ www.economy.com * help@economy.com « Précls STATE + September 2009
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Assumptions Used in Sales & Excise Model

(1) Total Personal Income
(2) Inflation (CPI-U)

(3) Total Employment Growth
(a) Growth by Sector

(4) Forecast of CPT for Energy Prices (Economy.com - October 2009)

(5) Forecast of new passenger car & light truck registrations in Maine (Economy.com — October
2009) '

(6) Forecast of average price of new vehicle (Economy.com — October 2009)

(7) Forecast of Personal Savings Rate (Economy.com — October 2009)

Assumptions Used in Individual Income Tax Model

(8) Total Personal Income
(a) Growth by Component

(9) Inflation (CPI1-U)

(10) Total Employment Growth
(11) Unemployment Rate

(12) 3-Month Treasury Bill Rate

(13) 10-Year Treasury Note Rate

Assumptions Used in Corporate Income Tax Model

(14) Inflation (CPI-U)

(11) Total Employment Growth
(a) Growth by Sector

(12) Forecast of Before-Tax Cotporate Book Profits (Economy.com — October 2009)



STATE OF MAINE
OFFICE OF THE GOVERNOR
22 STATE HOUSE STATION

AUGUSTA, MAINE

043330001

JOHN FLIAS BALDACC! JOHN M. KERRY
GOVERNOR : NRECTOR
OFRICE OF ENERGY
INDEPENDENCE AND SECURITY

For Immediate Release Contact: Jennifer Puser
November 16, 2009 287-6250

Heating Oil Prices Remain Stable

Augusta--- The Governor’s Office of Energy Independence and Security (OEIS) conducted its off season
oil survey aud has found that the current statewide average cash price for No. 2 heating oil to be at $2.56
per galion, unchanged from last week. '

While market fundamentals, petroleum inventories, and mild weather have stabilized prices in
the near term, Maine consumers should be aware that due to a downward shift in the value of the

. dollar, international speculation and anticipated colder weather in the long term will eventually
drive up the price of petroleum-based products,” said OELS Director John Kerry. “All Maine
consumers should prepare for this winter’s heating season by taking steps to weatherize their
homes, reduce energy consumption and create an energy budget.”

As of November 16th, 2009

Heating Oil Statewide | Southwest | Central Eastern | Western Northern
Average 2.56 2.41 2.61 2.67 247 2.77
High 2.85 2.65 2.70 2.85 2.70 2.80
Low 2.22 2.22 2.45 2.49 2.27 2.67
Kerosene 2.95 2.78 3.03 3.06 2.83 3.16
Propane 2.66

It is impoitant to note that the price for heating oil is a statewide average and that prices in a
given geographic region of the state may be considerably higher or lower than the statewide
average. Within the OEIS sample, the Jowest actual heating oil price of $2.22 per gallon was
found in the Southwestern region. The high-end price of $2.85 per gallon was found in the
Eastern region. The statewide kerosene price average is $2.95 per gallon at this time. The
statewide average for propane based on a use of 600 gallons a year was $2.66 per gallon. The
table above provides current Maine cash prices in dollars rounded to the nearest penny.

At the time of this release the price of WTI crude oil, major driver of refined product prices,
including heating oil was $79.12. Below is a price trend of the price in 2009:

PHONE: (207) 287-3292
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For assistance please contact MaineHousing about their Home Energy Loan Program (HELP)
that provides low interest rate loans of up to $30,000 to low- and moderate-income homeowners
to finance a wide variety of energy-related improvements to their homes. For program details

and a list of HELP lenders visit MaineHousing’s website at www.mainehousing, org or cail 1-
877-544-3271. Many prOJectS funded through this program save more money through the
'mp““‘ ements then the loan payments they have to make. Businesses should take advantage of
Efficiency Maine’s small business loan program to make energy upgrades:

http:/fwww .efficiencymaine com/business_programs.htm

The next survey is scheduled for November 23, 2009.
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Page 1 of 1

Job Losses in Recent Recessions, as a Share of Employment
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The rate of job loss 21 months from the start of the
recession is close to the deep downturn of the early 1990s
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Maine Revenue Services
Taxable Sales by Sector
in Thousands of Dollars

Building Supply
Food Store

General Merchandise
Other Retail
Auto/Transportation
Restaurant

Lodging

Consumer Sales
Business Operating
Total

Sept. '09

$202,759
$140,516
$255,935
$189,873
$277,876
$194,105

$81,099

$1,342,163

$169,090

$1,511,252

% Ch. S$ept.'08 % Ch. Sept.'07

-17.4%
3.7%
~1.7%
-3.2%
-10.5%
-0.5%
3.0%

$245,338
$135,542
$260,430
$196,142
$310,316
$195,004

$78,719

-5.6% $1,421,491

-18.1%

$206,424

-7.2% $1,627,915

0.2%

0.1%
-3.6%
3.4%
-0.6%
-3.7%
-10.3%

$244,734
$135,443

$270,028

$189,697
$312,312
$202,535

$87,738

-1.5% $1,442,486

2.4%

$201,598

1.0% $1,644,084

Average
Last 3 Mos.
Vs. Last Yr.

% Change
-18%
1%
-5%

4%

2%
-3%
6%
-6%
«18%
7%

Moving Total
L ast 12 Mos.

Vs, Prior
% Change

-16%
3%
5%
2%
-12%
1%
-8%
-1 %
-16%
~8%

YTD Growth
CY'09 vs. '08
Thru. Sept.
% Change

-18%

3%

-5%

=2%

-10%

1%

-8%

7%

-18%

-8%
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Total Taxable Sales

Year-Over-Year Percent Change

20.0%
15.0%
10.0%
5.0%
0.0% -
-5.0%
-10.0% -

1998 | 1999 | 2000 | 2001 & 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009
EQtr. | | 11.1% | 100%  7.0% | 1.0%  20% | 3.0% , 150% -1.2% | 7.0% . -20% -2.0% | -8.9%
BQu. 1l | 71% | 100% 7.0% | 0.0% | 50% . 3.0% | 40%  36% | 1.0% | 1.0% | 22% |-11.0%
oatr | 7% | 11.0% | 0.0% | 2.0% | 50% . 4.0% 40% 3.0% | 20% | 1.0% | -1.0% | -7.0%
OQtr IV | 11.0% | 7.0% | 19% | 40% | -1.0% | 9.0% | 27% | 1.0% | -1.0% | 0.0% | -8.0%
BiYear | 9.0% | 90% | 3.6% | 2.0% | 3.0% | 50% | 60% | 2.0% | 20% | 1.0% | -2.0% | -8.0%

Quarter & éalendar Year
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25.0%

Auto/Transportation Taxable Sales

20.0%
15.0% -

10.0%

5.0% -
0.0% -
-5.0% -
-10.0% -

-15.0% -

Year-Over-Year Percent Change

-20.0% - 1958

1989 2000 2001 2002 2003 2004 2005 2008

2007

2009

BQr. | | 18.9%

14.0% | 13.0% | -6.0% | 9.0% 2.0% 5.0% 42% | -1.0%

4.0%

-14.7%

Qtr: 11 4.4%

8.0% 5.0% 5.0% 3.0% 4.0% 4.0% 0.0% -8.0%

3.0%

-16.0%

Qi Hl 4.0%

14.0% 2.0% 4.0% | 9.0% 5.0% -1.0% -1.0% -8.0%

0.0%

~2.0%

@Qw v | 14.0%

11.0% | -20% | 220% | -100% | 80% | -20% | -7.0% | 3.0%

-2.0%

Year 9.0%

12.0% 3.8% 8.0% 2.0% 50% | 1.0% -2.0% -3.0%

0.0%

-10.0%

Quarter & éaiendar Year
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Building Supply Taxable Sales
January 2001 to Date
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Food Store Taxable Sales
January 2001 to Date
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Auto/Transportation Taxable Sales
January 2001 to Date
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AutofTransportation Sales as Percentage of Total Sales
12 Month Moving Total Dec. 1974 - Date
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Restaurant Taxable Sales
January 2001 to Date
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Lodging Taxable Sales
January 2001 to Date
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January 2001 to Date

Total Consumer Taxable Sales
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Business Operating Taxable Sales
January 2001 to Date
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Thousands of Dollars

Total Taxable Sales
January 2001 to Date
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Maine Revenue Services

Sales & Use Tax and General Fund Service Provider Tax Revenue

Month F¥'10 Actual FY'10 Budget FY'09 Actual FY'08 Actual FY'10 Actual FY'10 Budget FY'0 Actual "FY'09 Actual
vs. Budget vs. FY'09 Actual vs. FY'09 Actual vs. FY'08 Actual
Jul $90,437,714 $102,190,694 $102,239,388 $100,695,273 ~11.5% 0.7% ~12.1% 2.2%
Aug $79,210 ($359,613) $1,373,743 ($2,248,539) -122.0% -126.2% -94.2% -161.1%
Sep $96,228,300 $102,808,603 $103,435,596 $102,884,342 -6.4% -0.6% -7.0% 0.5%
Oct $88,431,836 $95,629,297 '$96,353,116 $97,816,164 -7.5% 0.7% -8.2% -1.5%
Nov $0 $80,704,251 $81,320,814 $83,857,052 -100.0% ~0.8% -100.0% -3.0%
Dec $0 $83,074,671 $61,837,775 $77,804,104 ~100.0% 34.8% -100.0% -20.8%
Jan $0 $87,306,289 $96,871,215 $100,469,208 -100.0% -9.9% <100.0% -3.6%
Feb 50 $63,120,720 $62,041,109 $66,954,262 -100.0% 1.7% -100.0% -7.3%
Mar %0 $63,398,495 $62,314,049 $67,116,138 -100.0% 1.7% -100.0% -1.2%
Apr $0 $69,997,061 $68,807,350 $76,125,146 -100.0% 1.7% -100.0% -9.6%
fAay $0 $68,946,765 $67,783,755 $75,576,635 -100.0% 1.7% -100.0% -10.3%
Jun $0 $177,717,551 $169,758,405 $188,107,757 -100.0% 4.7% -100.0% ~9.8%
Total $275,177,060 $994,544,784 $974,636,315 $1,035,157,942 -72.3% 2.0% -71.8% -5.8%
YTD Oct $275,177,060 $300,278,981 $304,101,843 $299,147,640 -8.4% -1.3% -9.5% 1.7%

Maine Revenue Services Economic Research Division. 11/2/2009
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Maine Eevenue Services
Sales Tax Cash Receipts

Jud
Aug
Sep
Oct
Mov
Dec
Jan
Feb
Mar
Apr
May
Jun

Maine Revenue Services Economic Research Division. 11/2/2009

FY'10
$84,490,717
$85,879,571
$90,272,558
$83,002,752

$0
$0
$0
$0
$0
$0
$0
$0

FY'09
$94,480,353
$92,867,808
$95,234,765
$89,753,178
$73,756,458
$65,245,049
$89,266,080
$56,805,192
$57,141,982
$63,313,527
$62,013,348
$69,759,671

-YTD FY'90

$84,490,717
$170,370,288
$260,642,846
$343,645,598
$343,645,598
$343,645,598
$343,645,598
$343,645,598
$343,645,598
$343,645,598
$343,645,598
'$343,645,598

YTD FY'0Y
$94,480,353

$187,348,161

$282,582,926

$372,336,104 -

$446,092 562
$511,337,611
$600,623,691
$657,428,883
$714,570,865

$777,884,392

$839,897,740
$909,657,411

Growth Rate
~10.6%

-7.5%

-5.2%

-7.5%

-100.0%
«100.0%

=100.0% "

-100.0%
-100.0%
-100.0%
~100.0%
-100.0%

YTD Growth Rate

«10.6%
9.1%
~7.8%
~1.7%

-23.0%

-32.8%

-42.8%

47.7%

-51.9%

-55.8%

-59.1%

-62.2%
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Economy.com

Aprl 2009

{2000 = 100}

cY Motor Fueils
2006 1.0000
2007 1.0840
2008 1.2626
2009 0.8024
2010 0.9034
2011 1.0089
2012 1.0376
2013 1.0080
cY Fuel Oil

2006 1.0000
2007 1.0761
2008 1.4888
2009 1.1931
2010 1.2300
2011 . 1.3132
2012 1.3851
2013 1.4290
cY Natural Gas
2008 1.0000
2007 0.9887
2008 1.1239
2009 1.0321
2010 1.0640
2011 1.1360
2012 1.1981
2013 1.2361
cY Electricity
2006 1.0000
2007 1.0394
2008 1.1059
2009 1.1050
2010 1.1392
2011 1.2163
2012 1.2828

2013 1.3235

Economy.com

‘November 2009

CP! Urban Consumer

cY Motor Fuels
2008 277.9350
2009 187.5375
2010 208.8575
2011 224.9425
2012 235.7450
2013 242.8900
(' Fuel O
2008 363.5975
2009 227.0075
2010 2319125
2011 245.0425
2012 257.3050
2013 267.4200
cYy Natural Gas
2008 247.9900
2009 194.7125
2010 195.5750
2011 206.6450
2012 216.9900
2013 225.5200
CcY Electricity
2008 - 187.0900
2009 195.0300
2010 2027930
2011 2142825
2012 225.0050
- 2013 233.8500
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Target motor vehicle sales

Forecasted Maine sales x average price

Calendar Year
2008
2009
2010
2011
2012
2013

Fiscal Year
2009
2010
2011
2012
2013

24,871
24,314
24,129
24,134
24,272
24,505

50,371
38,693
46,434
51,834
55,726
54,521

Average price New Yehicle Price x
New Vehicle Registrations Registrations
Maine

1,252,777,141

940,781,602
1,120,405,986
1,250,952,727
1,352,581,472
1,336,037,105

1,006,779,372
1,030,593,794
1,185,679,356
1,301,767,099
1,344,309,289

Growth Rate

#REF!
-24.9%
19.1%
11.7%
8.1%
«1.2%

Aprii 2009

-6.0%
15.0%
9.8%
3.3%

Target motor vehicle sales

Forecasted Maine sales X average price

Average pricdew Vehicl Price x
New Vehicleegistration Registrations

Calendar Year

2008
2009
2010
2011
2012
2013

Fiscal Year
2009
2010
2011
2012
2013

24,871
24,314
24,128
24,134
24,272
24,505

Maine

49,632
39,418
41,430
49,124
55,845
58,084

1,234,407,918
958,401,228
999,660,127
1,185,548,128

1,355,468,384

1,423,347,685

1,096,404,573

979,030,678
1,092,604,127
1,270,508,256
1,389,408,034

Growth Rate

-22.4%
4.3%
18.6%
14.3%.
5.0%

Nov. 2009

“10.7%
11.6%
16.3%

9.4%
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Actuals & May, 2008 Forecast /1

Sales & Use and Service Provider Taxes: Baseline Forecast FY10- FY13

FYO6

FYo7

Biennium

FYge

FYOS

Biennium

FYi%

FY11i

Biennium

FY12

FYi3

Biennium

]

$953,202,707 51,020,856,253 §2,014,058,960

$1,035,157,942

$974,636,315 $2,009,794,257

$094,544,784 §1,017,152,159 52,011,696,243

51,054,225,418 $1,004,724,737 $2,148,950,155

Growth Rate 5.5% 2.8% 3.4% 1.4% -5.8% 2% 2.0% 2.3% Q1% 3.68% 2.8% §.8%
Technical Adjustments to Prior Forecast /2 50 50 50 $0 50 50 {$22,624,784) (524,452,158} {847 076 843} {$25.332,437} (526,295,069} {551,627 506)
Economic Assumptions /3 30 50 $0 50 350 $0 {$18,674,878} ($13,113674) ($31,788,532) {54,822 874) §7,234,830 82,412,115
Total Adjustments te Prior Forecast 80 50 S0 $0 $0 S0 {541,299,662) (537,565,833 {$78,865 495} 530,155,311} (519,660,080; {549,215,3513
MNew Forecast $993,202,707 §1,020,B56,253 $2,014,058,860 | $1,035,157,942 $974,636,315 52,009,794,25? £953,245,122 $979,586,326 51,932,831,448 | $1,024,070,107 51,075,664,657 $2,099.734,764
Growth Rate 5.5% 2.8% 8.4% 1.4% -5.0% -(3.2% -2.2% 2.8% -3.8% 4 5% 2.0% 8.6%
1/ May. 2009 forecast as adjusted by P.L. 2008, Chapter 213, with FYOE, FYD7, FY08B and FY08 actuals.
2/ Technical adiustments refer to all changes in the forecast that are not related 1o changes from new economic assumptions, Examples of technical changes may be new data. model updates and changes, and court cases that affect reverues.
3/ This line shows the mcremental change in basetine revenues as a result of the new economic forecast rejeased by the Consensus Economic Forecasting Commitlee, In addiion, Economy com's October 2009 forecast is used to estimate the impact
of energy prices on sales tax receipts and {0 target automobile sales growth
Maine Hevenue Sevices

19-Now-09

Economic Research Division
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11/17/2009

Maine Revenue Services

Model Sales Tax Revenue for Selected Categories from the November 2009 Forecast

{millions of dollars}
Fiscal Years

Personal Consumption
Total motor vehicles
New autos

UUsed Autos

QOther motor vehicles

Restaurants - consumer
Lodging - consumer

Shoes

Women's ciothing
Men's ciothing

Jewelry and watches
Toilet articles and preps
Furniture

Drugs

Personal consumption
Business intermediate
Business Investment

2009

$117.1
$51.66
$29.22
$36.24

$137.35
$42.98

$10.11
$39.15
$23.8
$13.3
$18.8
$16.8
$15.9

$708.3
$184.6
$81.7

2010

$104.9
$46.3
$26.2
$32.5

$136.8
$42.6

$10.1
$39.2
$23.8
$13.3
$18.7
$16.8
$15.9

$694.0
$178.4
$82.1

-10.4%

-10.4%

=10.4%

~10.5% -

-0.4%
~1.0%

0.2%
0.0%
0.0%

0.2%

-0.3%
~0.2%
0.4%

-2.0%
-3.4%
0.5%

2011

$117.1
$51.6
$29.2
$36.2

$138.0
$43.7

$10.2
$39.7
$24.1
$13.6
$19.2
$17.1
$16.0

$713.2
-$181.2
$84.7

11.6%
11.6%
11.6%
11.6%

0.89%
2.6%

0.7%
1.4%
1.4%
1.9%
2.3%
1.7%
0.3%

2.8%
1.6%
3.1%

2012

$136.1
$60.1
$34.0
$42.1

$141.1
$46.3

$10.4
$41.0
$24.9
$14.2
$20.2
$17.8
$16.1

$746.6
$188.3
$88.8

16.3%
16.3%
16.3%
16.3%

2.2%
6.0%

1.9%

3.3% -

3.3%
4.4%
5.5%
4.2%
1.0%

4.7%
3.9%
4.8%

2013

$148.9
$65.7
$37.2
$46.1

$145.7
$50.3

$10.7
$43.0
$26.2
$15.1
$21.9
$18.9
$16.4

$785.5
$196.4
$93.4

9.4%
9.4%
9.4%
9.4%

3.3%
8.8%

2.7%
4.9%
4.9%
6.4%
8.1%
6.0%
1.5%

5.2%
4.3%
5.2%
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First Take

Retail sales jumped in October because of a strong gain in auto sales. Sales rose 1.4% in total
but only 0.2% excluding autos and 0.3% excluding gas stations as well. Performance varied
widely across segments, from sharp deciines at buiiding supply and furniture stores o large
gains at restaurants and nonstore retailers. There was a large downward revision to September
growth, largely from lower auto sales. '

Mational Retzit Sales, (MM % Chg., SA) .
Oct 09 Sep 09 Aug 09 Ju! 09 Jun 09 Kay 09 Apr 09 Mar 09

Retail & Foo.d ‘Services 1.4 2.3 24 01 09 0.5 -0.3 -1.2
Ex Autos 0.2 04 08 -05 0.7 0.2 03 1.1
Ex Auto Ex Gas 0.3 0.3 0.4 03 0.1 -0.2 03 -0.9
Motor Vahicle & Parts Dealers 74 143 10.2 1.7 1.8 1.5 0.2 241
Furniture & Home Furnishing Stores -0.8 0.8 -1.1 0.2 ~0.5 -0.5 0.5 -2.2
Electronic & Appliance Stores -0.6 0.9 0.8 -1.1 0.5 -1.6 -0.8 -8.5
Building Material Dealers -2.4 -0.8 -1.8  -1.8 -0.6 0.4 -1.1 -0.6
Food & Beverage Stores 0.1 0.6 08 -03 0.0 04 0.0 0.4
Clothing & Aﬁcessories Stores 0.4 0.6 1.5 0.8 -1.3 0.3 07 -3.2
General ierchandise Stores 08 0.3 0.9 0.0 -0.1 -0.8 -0.6 -0.8
Feod Services & Drinking Places 1.2 0.0 0.3 -0.4 -0.2 0.1 0.1 -1.0
Gasolineg Sfations 0.0 0.0 50 1.7 6.5 4.3 -0.6 2.4

Nonstors Retailers 1.0 01 06 -03 23 -0.1 -0.1 -0.9

MNational Retall Sales, (Year to Year % Cha., 34)
Oci 09 Sep 09 Aug 08 Jui09 Jun 0% May 05 Apr (09 WMar 09

httn/wrarar aronamy cam/diemal/mro/release RRn'?r:GS_El?E%taﬂ
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Retail & Food Sarvices 1.7 -6.3 -5.5 -85 -8.8 -6.8  -10.0
Ex Autos ' 26 53 65 86 76 78 75
Ex Auto Ex Gas -0.8 -1.9 -3.2 45 -3.7 -3.6 -3.2
Motor Vehicle & Parts Dealers 26 -11.5 -0 79 -144 -1886 -21.1
Furniture & Home Furnishing Stores -7.6 -7.2  -118 -123 -128 -144 143
Electrenic & Appliance Stores -7.0 -2 -10.8 -143 -125 -143 -11.0
Building Materia} Dealers -150 -135 -143 -143 124 116 -12.0
Food & Beverage Stores 0.5 0.1 -1 1.0 -0.3 0.6 -0.1
Ciothing & Accessories Stores 1.5 04 53 12 -8.2 -7.4 -1.5
General Merchandise Stores 1.5 -0.2 -1.3  -386 -29 2.8 -0.7
?ood Services & Drinking Places 1.5 -0.7 -0.1 0.0 06 1.4 1.7
Gasoline Stations -t5.0  -25.7 -26.6 -331 -311 -339 -34.9

-1.8 -26 .53 4.5 -6.8 -7.6

Nonstore Retailers 1.6

Purchase: Purchase the complete data from Moody's Economy.com Hesearch Store

Source: Census Bureau

The Numbers

Retail sales soared further than expected in October. However, the gain came
* largely from auto sales, and auto sales were responsible for the large downward
revision to September sales.

Vehicle and parts dealer sales jumped 7.4% in October, but that followed a
14.3% piunge in September (revised from -10.4%). Sales recovered strongly
from their ex-clunker fall. '

Among other segments, resuits were highly variabie, but with only slight growth
in total. Buiiding supply stores led the decline plunging 2.4%. Sporting goods,
furniture and appliance stores also posted large decliines.

QOutside of autos, restaurants ied growth, jumping 1.2%. Nonstore retailers and
warechouse clubs and supercenters also posted strong growth.

Year-over-year declines continue to shrink, as sales were plunging at this time
last year. Only gas stations and housing related retailers continue to post large
" year-ago declines. Drug stores iead year-ago growth, but many other segments
posted modest growth in October in contrast with a few months ago when few
segments were posting growth.

QOutside of the large downward revision to autos sales, revisions to September
data were small in aggregate. Downward revisions to general merchandise,
building supply and fumiture store sales were largely offset by upward revisions
to electronics and appliance and drug store sales. '

hitne /s economv_com/dism alfnro/release.asn?r:@a Fgtail
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-23.3
-14.2
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0.9
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Eehind the Numbers

After two stronger than expected retail sales reports, the October data were in line with
expectations for modest growth outside the very volatile auto segment. Housing related
segments posted large declines, as did sporting goods and hobby stores. The latter has been a
strong performer in recent months, so the decline shoutd not be taken seriously. Encouragingly,
restaurant sales outperformed grocery stores. If sustained, this would suggest less consumer
retrenchment, -

Autos were the main story driving the large top-line increase. They recovered smartly following
the post-clunker retreat in September. Sales are currently above their year-ago levet, despite the
‘possibility of some sales loss from clunker sales in August. This is a positive sign, as consumers
are unlikely to make major purchases in times of'major financial problems. Unfortunately, this
positive sign is offset by the continued weakness in sales at housing related retailers. One
reason could be the recent firming of home sates has not had time to boost retailer sales.
Another is that consumers stretched so much to take advantage of the government incentive to
purchase the home, they had nothing left for fumniture or improvement. The truth is likely some of
both.

Fundamentally, conditions remain poor for consumers, and spending will be fimited. Wage
income is more than 5% below its year-ago level and is not growing appreciably, although
deciines have ended. Wealth is substantially below its prior levels, although some of the
pressure may have been removed by recent increases in equity and house prices. No further tax
cuts or increasas in government payments are legislated, although past actions continue to
support disposable income. Asset income is still falling, aithough with the recession over, there
are reasons 1o believe declines may be nearing an end.

Consumers remain financially constrained; they lack the cash to spend aggressively. However,
there is also less reason for them to cut spending aggressively than there was six months ago.
In this environment, spending wilt take a firmer tone than late last year or early this year,
aithough consumers wilt not lead the recovery. Further, easing comparisons ensure improved
year-ago results, with reports of growth tikely to become more common.

SCOTT HOYT IN'WEST CHESTER | PRINT | HOME
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Maine Revenue Services

Transfers to the Tourism Marketing Promotion Fund

November 2009 Forecast

5% of the tax on meais and iodging is dedicated to the Tourism Marketing Promotion Fund.
Revenue is credited to the fund in July and October of each year based on revenue coilected
in the prior fiscal year after revenue sharing has been deducted.

Actuai FY'09 meals/lodge tax revenue
General Fund portion

FY'10 Transfer to Tourism - budget
Actual FY'10 transfer

Variance

Meals and lodging revenue forecast
Growth rate

General Fund

General Fund percentage

November 2009 forecast
5% to Tourism Fund

Current budget

Variance

Transfer to the Transit, Aviation and Rail Transportation Fund {STAR Fund}.

$190,137,464
$180,440,453
$9,190,591
$9,022,023
(3168,568)

FY10

$189,040,000
0.6%

$179,588,000
95.0%

FY'11
$8,979,400

$9,245,439

($266,039) - -

94.9%
5.0%
FY'11
$191,570,000
1.3%
$181,991,500
95.0%

Fy12
$9,099,575

$9,266,165

($166,590)

FY"12
$197,730,000
_ 3.2%
$187,843,500
95.0%

FY'13
$9,392,175

$9,498,589

{$106,414)

50% of the revenue collected from the 10% sales tax on shori-term automobile
rentals in a fiscal year is transferred to the STAR Fund in the next fiscal year.

Current Budget
Actual FY'10 and new forecast

Variance

FY*10
$3,054,519

$3,134,861

$80,342

FY"11
$3,061,703
0.2%
$2,946,769
6.0%
1$114,934)

FY'12
$3,079,163
0.6%
$2,970,343
0.8%

- ($108,820)

FY'13
$206,920,000
4.6%
$196,574,000
95.0%

FY"14
$9,828,700

FY'13
$3,127,679
1.6%
$3,000,047
1.0%
($127,632)
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Wapes & Salaries
Taxable Interest
Dividends
Taxable Pensions
Net Capital Gains

‘Rent, Royalties, Partnerships, S Corps, stc.

Unempioyment Compensation
Federal Adjusted Gross Income
Alternative Minimum Tax

Wages & Salaries
Taxable Interest
Dividends

Taxable Pensions
Net Capital Gains

Rent, Royalties, Partnerships, § Corps, elc.

Unemployment Compensation
Federat Adjusted Gross Income
Alternative Minimum Tax

Wages & Salaries
Taxable Interest
Dividends
Taxable Pensions
Net Capital Gains

Rent, Royalties, Parnerships, 5 Carps, ato.

Unempioyment Compensaton
Federat Adjusted Gross Income
Alternative Minimum Tax

Wages & Salaries
Taxable Interest
Dividends
Taxable Pensions
Net Capital Gains

Rent, Royaities, Partnerships, S Corps, efc.

Unemployment Compensation
Federal Adjusted Gross income
Adternative Minimum Tax

Returns

Returns

Returns

Returns

2005 Preliminary /1
Dollars

Change 2004

$18,558,232,627
$453,514,246
$532,575,555
$1,708,629,440
$1,233,542,271
$1,039,8885,483
$108,505,424
$25,619,008,411
$51,102,283

2006 Prefiminary /1
Dcliars

2.87%
22.03%
10.54%
- T.47%
10.54%
16.43%

-10.55%

6,28%

36.84%

Change 2005

"$19,294,131,834
$587,874,106
$616,403,219

$£1,839,404,812
$1,610,079,089
$1,059,971,678
$100,959,285
$26,953,297,1 11
$62,440,952

2007 Preliminary /1
Dollars

397%

29.63%
15.74%
7.65%
30.52%
1.93%
-6.95%
3.20%
22.19%

Change 2006

$20,374,376,272
$709,005,722
$723,149,157
$1,997,380,816
$1,746,139,705
$094,972,611
$108,480,238
$28,656,398,717
$68,717,151

2008 Preliminary A
Doliars

5.60%
20.81%
17.32%

8.59%

8.45%

-6.13%

7.42%

6.32%
10.05%

Change 2008

$20,842,162,701
$581,099,050
$633,514,792
$2,034,722,838
$839,921,801
$850,193,247
$147,768,247
$27,856,521.2553
$58,099,210

2.30%
-18.04%
-12.40%
1.87%
-52.36%
14.55%
36.24%
-2.79%
-0.90%

2005 Final /1
Retuins Dollars

$19,476,933,154
$521,692,832
$629,869,889
$1,782,004,540
$1,840,476,728
$1,350,163,586
$112,816,736
$27,556,864,106
$62,739,619

20086 Final /1
Returns Dollars

$20,208,299,248
$688,947,874
$745,769,827
$1,918,152,687
$0.257,427,397
§1,419,621,120
£105,045,412
$29,566,848,261
$60,358,280

2007 Finat M1

Returns Dollars
$21,201,700,684
%$811,366,829
$874,754,447
$2,071,220,949
$2,445,638,007
$1,354,052,323
" $111,918,870
$30,048,647,227
$89,068,497

2008 Final /2

Returns Dollars
$21,759,079,523
$673,000,947
$766,400,632
$2,115,887,865
$1,165,795,700
$1,147,843,802
$153,106,398
$30,216,784,799
$87,953,861

Change Change 2004
4.41% 2.19%
15.03% 20.52%
18.27% 12.04%
4.29% 7.02%
57.31% 2B.37%
30,70% 14,09%
3.97% -10.96%
7.56% 5.42%
2277% 34.29%
Change Changg 2005
4.74% 4.29%
17.19% 32.06%
20.99% 18.40%
4.28% 7.64%
40.21% 16.33%
33.93% 4.45%
4.04% -6.89%
8.95% 65.57%
28.69% 28.08%
Change Change 2007
4.06% 4.92%
14.44% 17.77%
20.96% 17.30%
3.70% 7.98%
40.06% 8.34%
36.09% -4.62%
3.19% 6.54%
8.00% 5.89%
29.62% 10.84%
Change Change 2008 Change if use 2001 to blow up 2008
4.40% 2.63% 2%
16.82% -17.05% -20.7%
20.568% -12.39% -19.2%
3.89% 2.16% 1.7%
40.13% -52.33% -59.1%
35.01% -15.23% -23.0%
3.61% 36.80% 52.1%
8.48% -2.36% 4.7%
28,16% -1.25% -4.3%

1/ IMF & IRTF data for returns with Maine address.

2/ Estimated
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Year-Over-Year Percent Change

25.0%
20.0%
15.0%
10.0%
5.0%
0.0%
1998 | 1989 | 2000 | 2001 | 200 2003 | 2004 | 2005 | 2006 . 2007 | 2008 | 2009
6.2% | 163% . 10.1% | 9.0% | -19% | 57% | 6.5% | 7.9%  2.7% | 3.8% | 46% | -2.7%
203% | 62% | 11.0% | i111% | 20% | 38% | 22% | 20% | 47% | 53% | 33% | -2.8%
2.0% | 114% | 4.0% | -04% | 84% | 2.8% | 141%  37%  53% | 23% | 65% | -3.3%
32% | 11.8% | 36% | 83% | 45% | 32% | 55% | 37% | 44% | 55% | 1.8%
73% | 112% | 74% | 76% | 27% | 3.9% | 64% | 41% | 42% | 44% | 39% | -2.9%

CQuarter

& Calendar Year
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60.0%

40.0%

20.0%

0.0%

Percentage Change in Capital Gains Realizations by Maine Residents

3 Actual ‘

CINov. 09 Forecast ‘

-20.0%| |

-40.0%-

-60.0%

1986 19398 2000 2002 2004 2006 2008 2010
Tax Year




| Percentage of Resident Liability Attributable to Net Capital Gains

20.0%
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18.0

%

16.0
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- 14.0

Hésidentl%ncome Taxmé :
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| —— Percent Capital Gains !

12.0%
- 10.0%
o4

- 8.09

- 6.0%

4 0.0%
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Capital Gains and Losses Aeported on Maine Individuai income Tax Returns, Tax Year 2007 /1

Federal Returns with Net Capital Gains Returns with Net Capital Losses Returns with Capital Gains/Losses
Adjusted Gross Income Thousands {Miilions of Dollars} Thousands {Miltions of Dollars) Thousands (Millions of Doilars}
Returns Gainsg Revenue Returng Losses Revenue Returns Net Gains Revenue
Less than or Equal to $0 958 $21.9 $0.0 1,567 ($4.0) ($0.0) 2,525 $17.9 $0.0
$0 <= $10,000 7487 $16.7 $0.2 2,920 ($5.8) ($0.0) 10,407 $10.9 $0.2
$10,000 <=  $20,000 7,872 $33.7 $0.7 2,632 ($5.4) ($0.1) 10,504 $28.3 $0.5
$20,000 <= $30,000 7,236 $36.7 §1.2 2,184 ($4.6) ($0.2) 9,420 $32.1 $1.0
$30,000 <= $50,000 14,350 381.7 $3.9 4,101 {38.5) {30.5) 18,451 $73.2 $3.3
$50,000 <= $75,000 16,978 3131.0 $8.4 4,399 {$8.1) ($0.6) 21,377 $122.9 $7.7
$75,000 <= $100,000 13,008 $145.3 $10.5 3,164 ($5.4) ($0.5) 16,172 $139.9 $10.0°
$100,000 <= $200,000 17,578 $422.9 $32.1 4,082 ($7.4) {30.6) 21,660 $415.5 $31.5
Greater than $200.000 8,358 $1.633.9 $123.9 1,801 (54.2) (%0.3) 10,159 $1.629.7 $123.6
93,825  $2,523.8 $180.8 26,850 ($53.4) ($2.8) 120,675  $2,470.4 177.9

Total Resident Tax Returns filed in Tax Year 2007 = 613,065
Tolal Resident Tax Liability in Tax Year = $1,369.55 Million

® 1/ Based on Maine Revenue Services' Individual Income Tax Model. Data is from tax returns filed with the internal Revenue Service and Maine Revenue Services.

(o0}
i

Resident
Net Gains % Change
(3 Millions) :
1995 $551.7
1996 $799.7 45.0%
1997 $1,218.7 52.4%
1998 $1,551.0 27.3%
1999 $1,867.2 20.4%
2000 $2,360.4 26.4%
2001 $1,079.3 -54.3%
2002 $908.8 -15.8%
2003 $1,069.7 17.7%
2004 $1,526.9 42.7%
2005 . $1,960.3 28.4%
2006 . $2,280.1 16.3%

2007 $2,470.4 8.3%
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YTD Individual income Tax Revenue
FY'10 Actual, Budget & FY'09 Actual
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Maine Revenue Services Economic Research Division 11/9/2009
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Maine Revenue Services
Individual Income Tax Revenue

FY"10 Actual FY'10 Budget FY'09 Actual  FY'08 Actual FY"0 Actual  FY'0 Budget FY'10 Actual FY'09 Actual

vs, Budget vs. FY'09 Actual vs. FY'09 Actual vs. FY'08 Actual
Jul $106,011,021 $114,900,000 $113,031,239 $95,539,505 ~T.7% 1.7% -6.2% 18.3%
Aug $45,365,263 $47,750,000 $45,901,885 $63,614,971 -5.0% 4.0% -1.2% -27.8%
Sep $129,859,317 $157,850,000 $159,967,180 $142,274,584 7. 7% -1.3% -18.8% 12.4%
Oct $105,732,983 $124,700,000 $122,613,654 $106,275,614 -15.2% 1.7% -13.8% 15.4%
Nov $0 $110,050,000 $107,137,039  $120,004,767 ~100.0% 2.7% -100.0% -10.7%
Dec $0 $132,000,000 $123,901,804  $126,761,390 ~100.0% 6.5% -100.0% -2.3%
Jan $0 $148,700,000 $164,474,825 $168,149,146 ~100.0% -9.6% ~100.0% -2.2%
Feb $0 $42,700,000 $29,142,490 $35,367,858 -100.0% 45.5% ~100.0% 17.6%
Mar $0 $45,100,000 $36,021,026 $67,900,811 -100.0% 25.2% -100.0% -47.0%
Apr $0 $234,954,369 $218,341,426  $335,154,593 -100.0% 7.6% -100.0% -34.9%
May $0 $93,500,000 $82,135,878 $105,398,640 -100.0% 14.0% -100.0% -22.1%
Jun $0 $192,500,000 $162,769,283  $191,591,079 -100.0% 18.3% ~100.0% -15.0%
Total $386,963,584 $1,444,804,369 $1,365,437,728 $1,558,032,958 -73.2% 5.8% “71.7% ~12.4%
YTD Oct $445,200,000 $441,513,958 $407,704,674 -13.1% 0.8% “12.4% 8.3%

$386,9638,584

Maine Revenue Services Economic Research Division. 11/9/2009
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| 1040 Withholding
Year-to-Date FY'10 & FY'09

4%
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Withholding Tax Revenue
12 Month Moving Toftal
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1040 Estimated Payments
Year-to-Date FY'10 & FY'09
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1040 Final Payments
Year-to-Date FY'10 & FY'09
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Maine Revenue Services _
individual Income Tax Withholding, Estimated Payments and Final Payments

Jul
Aug
Sep
Oct
Nov
Dec
Jan
Feb
Mar
Apr
iMay
Ju

FY*'10

$102,392,142
$95,050,382
$78,207,086
$99,646,470
$0

$0

$0

$0

$0

$0

$C

$0

Year-To-Date

Juk
Aug
Sep
Dct
Nov
Dec
Jan
Feb
Mar
Apr
May
Jun

FY"106

$102,392,142
$197,442,524
$275,649,610
$375,296,080
$375,296,080
$375,296,080
$375,296,080
$375,296,080
$375,296,080
$375,296,080
$375,296,080
$375,296,080

1040 Withhoiding

FY'09

$100,983,161
$90,284,685
$85,891,676
$101,632,415
$110,658,327
$90,492,288
$109,865,581
$102,994,355
$83,706,830
$94,204,024
$90,683,694
$82,193,979

1040 Withholding

FY'09

$100,983,161
$191,267,846
$277,159,522
$378,791,937
$489,450,264
$579,942,552
$689,808,133
$792,802,488
$876,509,318
$970,713,342

$1,061,397,036
$1,143,591,015

Growth Rate

1.4%
5.3%
-§.9%
«2.0%
=100.0%
-100.0%
-100.0%
-100.0%
-100.0%
-100.0%
~100.0%
-100.0%

Growth Rate

1.4%
3.2%
-0.5%
-0.9%
-23.3%
-35.3%
-45.6%
-52.7%

-57.2%

-61.3%
-64.6%
-67.2%

FY"10

$2,956,364
$3,087,352
$44,087,371
$3,678,147
$0

$0

$0

$0

$0

50

$0

$0

FY*10

$2,956,364
$6,043,716

- $50,131,087

$53,809,234

. $53,809,234
' $53,809,234

53,809,234
$53,809,234

- $53,809,234

$53,809,234
53,809,234
$53,809,234

Maine Revenue Services Economic Research Division, 11/2/2009

1040 Estimated Paymenis

FY'09

$4,266,214
$3,662,687
$66,964,004
$4,981,764
$2,346,363
$27,240,521
$55,636,989
$1,507,379
$2,811,750
$26,566,513
$2,492,141
$40,049,643

1040 Estimated Payments

FY'09

$4,266,214
$7,928,901
$74,892,905
$79,874,669
$82,221,032
$109,461,553
$165,098,542
$166,605,921
$169,417,671
$195,984,184
$198,476,325
$238,525,968

Growth Rate

-30.7%
-15.7%
~34.2%
-26.2%
-100.0%
-100.0%
-100.0%
~100.0%
-100.0%
«100.0%
-100.0%
-100.0%

Growth Rate

-30.7%
-23.8%
=33.1%
-32.6%
-34.6%
«50.8%
-67.4%

-67.7%

-68.2%
~72.5%
-72.9%
-77.4%

FY'10

$5,548,425
$5,050,296
$5,029,186
$10,989,096
$0

$0

$0

$0

$0

$0

$0

$0

FY'10

$5,548,425
$10,598,721
$15,627,907
$26,617,003
$26,617,003
$26,617,003
$26,617,003
$26,617,003
$26,617,003
$26,617,003
$26,617,003
$26,617,003

1040 Finai Payments

FY'09

$6,651,177
$6,158,672
$5,485,836
$14,300,848
$4,166,207
$3,910,214
$3,896,907
$7.,244.441
$18,917,813
$140,234,885
$7,609,884
$7,407,598

1040 Final Payments

FY*09

$6,651,177
$12,809,849
$18,295,685
$32,596,533
$36,762,740
$40,672,954
$44,569,861
$51,814,302

$70,732,115

$210,967,000
$218,576,884
$225,984,482

Growth Rate

16.6%
-18.0%
-8.3%
23.2%
-100.0%
-100.0%
-100.0%
-100.0%
-100.0%
-100.0%
-100.0%
-100.0%

Growth Rate

-16.6%
-17.3%
-14.6%
-18.3%
-27.6%
-34.6%
-40.3%
-48.6%
- -62.4%
~87.4%
-87.8%
-88.2%
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Individual Income Tax Refunds
Year-to-Date FY'10 & FY'09
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Maine Revenue Services Economic Research Division 11/10/20098

Growth Rate
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Maine Revenue Services
individual Income Tax Refunds

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

Month

FY'10

$7,227,071
$3,891,611
$1,694,183
$7,273,889
$0
$0
$0
$0
$0
$0
$0
$0

FY'09

$7,519,593
$3,354,678
$3,357,568
$5,472,769
$7,142,334
$1,879,951
$7,884,569
$85,554,056
$72,077,960
$49,759,527
$20,763,677
$17,679,603

Year-1o-Date

FY10

$7,227,071
$11,118,682
$12,812,865
$20,086,754
$20,086,754
$20,086,754
$20,086,754
$20,086,754
$20,086,754
$20,086,754
$20,086,754
$20,086,754

FY'09

$7,519,593
$10,874,271
$14,231,839
$19,704,608
$26,846,942
$28,726,893
$36,611,462
$122,165,518
$194,243,478
$244,003,005
$264,766,682
$282,446,285

Maine Revenue Services Economic Research Division. 11/10/2009

Growth Rate

4%
2%
~10%
2%
-25%
-30%
-45%
-84%
-90%
-92%
-92%
-93%
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Actuals & May, 2009 Forecast /1

Individual income Tax: Baseline Feorecast FY10 - FY13

FY06

FYO7 Bienntum

FYo3

Y00

Blennium

FY10

FY11

Biennium

FY12

FY13

Biennium

51,364,365,543 $1,464,928,346 $2,820,206,889

51,556,032,664 $1,365437,729 $2,923,470,393

§1,444,804,369 $1,448,302,023 §2,893,106,392

§1,496,355,147  £1,533,800,720 %3.030,155,867

Growth Rate -1.2% 7.9% 7.5% 6.4% -12.4% 5.3% 5.8% 0.2% -1.0% 3.9% 2.5% 4.7%
Technical Adjustments /2 S0 $0 |50 B0 30 50 (533,291.000 {350,032,000 (583,323,000} {546,461,000) {$43.035,000) (S.,BQAHE‘DDD}
Economic Assumptions /3 S0 30 0 50 50 $0 | (5133,533,389; ($84,230,023)  {$217,763.392) (587,004,147} (583.165,720) {5170,259.867}
Total Adjustmenis to Prior Forecast 50 50 50 50 50 S0 | (S166,824,368) (5134,262,023) (8301 J086.382)) ($133,8565,147}  ($126,200,720)  {$259,755,867)

Maw Forecast

51,364,368,543

$1,464,928,346 S2,829,296,88%

$1,558,032,664

$1,365,437,729

$2,923,470,393

$1,277,980,000

51,314,040,004

£2,592,020,000

$1,362,800,000

£1,407,600,000

§2,770,400,000

Growth Rate 5.3% T.4% 7.5% G.4% -12.4% 3.3% -6.4% 2.8% -11.3% 7% 3.3% 5.9%
1/ May, 2009 forecast as adjusted by P L. 2009, Chapter 213, with FY06, FYQ7, FY08 and FY0S aciuals.
2/ Technical adjustments refer {o all changes in the forecast that are not related fo changes from new econemic assumpfions. Examples of technical changes may be new daia, modsl updates and changes, and cour cases that affect revenues
3/ This line shows the incremental change in baseline revenues as a result of a new sconomic forecast.
Maing Revenue Services
19-Nov-09

Research Division
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YTD Corporate income Tax Revenue

F

Y10 Actual, Budget & FY'09 Actual
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Maine Revenue Services Economic Research Division 11/9/2009

Growth Rate
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Maine Revenue Services
Corporate income Tax Revenue

FY"10 Actual FY'10 Budget FY'09 Actual FY'08 Actual FY'10 Actual FY'10 Budget FY'10 Actual FY'09 Actual

vs. Budget  vs. FY'09 Actual vs. FY'09 Actual vs. FY'08 Actual
Jud $9,859,328 $6,900,000 $7,378,233 §7,127,701 42.9% -6.5% 33.6% 3.5%
Aug $1,870,063 $300,000 $266,189 {$1,099,888) -523.4% A2.7% -602.5% -124.2%
Sept $27,917,095 $29,800,000 $31,059,014 $37,994,766 C-6.3% “41% -10.1% -18.3%
Oct {$2,898,229) $5,150,000 $5,221,720 $7,301,509 ~156.3% -1.4% -155.5% -28.5%
Nov $0 {$8,000,000) {$7.895,9158) {$80,558) -100.0% 1.3% -100.0% 8619.2%
Dec $0 $31,500,000 $32,625,706 $26,768,846 -100.0% -3.5% -100.0% 21.9%
Jan %0 $4,400,000 $4,476,047 $4,068,428 ~100.0% 1.7% ~100.0% 10.0%
Feb ' $0 $800,000 {$750,852) £6,460,175 -100.0% -206.5% -100.0% -111.6%
far $0 $18,000,000 $20,033,722 $26,165,509 ~100.0% -10.2% -100.0% -23.4%
Apr ' $0 $18,000,000 $18,518,077 $28,736,923 -100.0% -2.8% -100.0% -35.6%
May : - %0 $2,700,000 $6,273,831 $3,360,696 -100.0% -57.0% - -100.0% - 86.7%
Jun 50 $35,147,500 $25,880,194 $37,720,462 -100.0% 35.8% -100.0% -31.4%
Total $36,748,257 $144,697,500 $143,085,965 $184,514,569 -74.6% 1.1% ~74.3% -22.5%
¥TD Oct 536,748,257 $42,150,000 $43,925,156 $51,324,088 -12.8% -4.0% -14.4%

«16.3%

Maine Revenue Services Economic Research Division. 11/9/2009
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Corporate Final Payments
Year-to-Date FY'10 & FY'09
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Growth Rate
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Corporate Estimated Payments
~ Year-to-Date FY'10 & FY'09
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Growth Rate
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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'10
$5,042,059
$3,149,785

$24,234,237
$4,907,850
$0

$0

$0

30

$0

$0

$0

$0

FY'09
$6,280,063
$1,292,836
$28,193,141
$4,632,322
$2.371,818
$26,025,269
$6,379,466
$1,721,649
$4,816,363
$16,207,326
$2,577,164
$22,288,120

Growth Rate
~19.7%
143.6%
-14.0%

5.9%
=100.0%
-100.0%
-100.0%
-100.0%
-100.0%
~100.0%
-100.0%

-100.0%

Corporate Income Tax Final Payments and Back Taxes

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

Month
FY'10
$6,167,583
$1,995,490
$4,541,832
$5,891,348
$0
$0
$0
50
$0
$0
$0
$0

FY'09
$2,732,994
$1,130,075

$4,268,587
$6,879,061
$1,690,554
$9,069,429
$3,029,749
($651,314)
$16,922,179
$5,812,417
$4,305,955
$1,885,807

Growth Rate
125.7%
76.6%
6.4%
14.4%
-100.0%
-100.0%
-100.0%
-100.0%
-100.0%
-100.0%
-100.0%
-100.0%

Maine Revenue Services Economic Research Division. 11/2/2009

Year-To-Date

FY'190
$5,042,059
$8,191,844

$32,426,081

$37,333,931
$37,333,931
$37,333,931

.$37,333,931

$37,333,931
537,333,931
$37,333,931
$37,333,931
$37,333,931

Year-To-Date

FY"0
$6,167,583
$8,163,073

$12,704,805

$18,596,253
$18,596,253
$18,596,253
$18,596,253
$18,596,253
$18,596,253
$18,596,253
$18,596,253
$18,596,253

FY'09

$6,280,063

$7,572,899
$35,766,040
$40,398,362

$42,770,180 .

$68,795,449
$75,174,915
$76,896,564
$81,712,927
$97,920,253
$100,497,417

'$122,785,537

FY'09
$2,732,994
$3,863,069
$8,131,656
$15,010,717
$16,701,271
$25,770,700
$28,800,449
$28,149,135
$45,071,314
$50,883,731
$55,189,686
$57,075,493

Growth Rate

~19.7%
8.2%
-9.3%
-7.6%
-12.7%
-45.7%
-50.3%
-51.4%
-54.3%
~61.9%
-62.9%
-69.6%

Growth Rate
125.7%
111.3%

56.2%

23.9%

11.3%
-27.8%
-35.4%
-33.9%
-58.7%
-63.5%
-66.3%
-67.4%



86 -9

Corporate Income Tax Refund

Year-to-Date FY'10 & FY'09
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| Growth Rate
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Maine Revenue Services

Corporate Income Tax Refunds

Jul

- Aug

Sep
Oct
Nov
Dec
Jan
Feb
Mar
Apr
May
Jun

Maine Revenue Services Economic Research Division. 11/10/2009

Month

FY'10

$1,295,880
$815,027
$573,795
$13,579,956
$0

$0

$0

$0

$0

$0

$0

$0

FY'09

$1,337,986
$519,328
$1,129,090
$6,185,736
$11,737,666
$2,363,156
$4,556,629
$1,515,159
$1,953,826
$3,314,813
$555,757
$706,279

Year-to-Date

FY'10

$1,295,880

$2,110,907

$2,684,702
$16,264,658
$16,264,658
$16,264,658
$16,264,658
$16,264,658
$16,264,658
$16,264,658
$16,264,658
$16,264,658

FY'09

$1,337,986
$1,857,314
$2,986,404
$9,172,140
$20,909,806
$23,272,962
$27,829,591
$29,344.750
$31,298,576
$34,613,389
$35,169,146
$35,875,425

Growth Rate

3%
14%
~10%
77%
-22%
-30%
-42%
-45%
~48%
-53%
- =54%
-55%
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Actuais & May, 2009 Ferecast /1

Corporate Income Tax: General Fund Baseline Forecast FY10 - FY13

FY D6 FYQ7

Biengium

FY08

Fy99

Biennium

FY10 FY11 Biennium

FY12

FY13

Bienniﬁ%j

%188,015,557 $183,851,533

5371,867,090

$184,514,568. $143,085,966

$327,600,534

$144,697,500 5143,656,978 $288,354.473

$157,294,573

S176,081,775

$333,376G,348

Growih Rate 38.4% 2.2% 50.3% 0.4% -22.5% -11.9% 1.4% -0.7% 12.0% 9.5% 11.9% 15.6%
Technical Adjustraents 1o Prior Forecast /2 $0 $0 50 50 $0 SO (S4707500) (S4,796,278)  ($9,533.773)] (85.215,181)  (S5.475,019) (510,601,079)
Economic Forecast /3 50 50 $0 0 50 B0 | {521,854,078) (519,812,365) (541.666,443)) (S10.968.268) (521.342,864) ($41,331,132)
Total Adjustments to Prior Forecast $0 50 30 50 S0 | {$26,651,578) ($24,845,543) ($51,200,221) (25,203,429} (326,818,783} ($52,022,212)
New Forecast $108,015,557 5183,851,533  $371,867,000 | $184,514,568 $143,005,966 527,600,534 | $118,045,022 $119,108,335 $237,154,257 | §132,001,144 5149,262,992 $281,354,136
Growth Rate a8.4% -2.2% 50.3% 0.4% -22.5% ~11.9% -17.5% 0.9% ~27.6% 10.9% 13.0% 18.6%

1/ May, 2009 forecast as adjusted by P.L. 2009, Chapter 213, with FY08, FY07, FY08 and FY0§ actuals.

2/ Techrical adjustments refer fo all changes in the forecast that are net reiated to changes from new econcmic assumptions. Examples of technical changes may be new data, modet updates and changes, and court cases that affect revenues,

3/ This line shows the incremental change in baseling revenueés as a result of a new economic forecast. The new economic forecast is from Economy.com's Qctober 2009 forecast of Corparate pre-tax profits

Maine Bevenue Services
Economic Research Division

19-Nov-0g
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10,550,000

10,050,000

9,550,000

9,050,000 -—

8,550,000

8,050,000

7,550,000

7,050,000

6,550,000 -

6,050,000 -

5,550,000

Packages of Cigarettes Sold Derived from Revenue
12 Month Moving Average Jul '97 to Date

ﬁ%%; r_/Tax rate increased from 37 cents {o

174 cents per pack on Nov. 1, —
% A/“ 1997,

_|Tobacco settiement with Tax rate increased to 31
——7 " lthe states Nov. 1998 per pack on Oct. 1, 2001,

Tax rate increased to $2
per pack on Sept. 19, 2005.

Federal tax increase from 39

1 cents to $1.01 per pack on
April 1, 2009.
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Maine Revenue Services Economic Research Division 11/13/2009
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11/16/2009

Maine Revenue Services
Cigarette and Tobacco Tax
November 2009 Forecast

¢ FYyos | FY'09 | FY*10 FY'11 | Fy12 | FY13 |
Cigarette Tax
Actual FY'08 - 09 & current budget $143,758,002 $137,572,515 $129,890,881 $127,393,068 $124,446,018 $122,020,810
Growth rate -4.3% -5.6% -1.9% -2.3% -1.9%
November 2009 forecast $129,890,881 $127,393,068 $124,446,018 $122,020,810
Growth rate -5.6% =1.9% -2.3% -1.9%
Variance $0 $0 $0 %0
Tobacco Products Tax
Actual FY'08 - '09 & current budget $5,741,430 $6,852,197 $7,990,824 $8,312,127 $8,912,134 $8,971,091
Growth rate 1.6% 16.6% 4.0% 7.2% 0.7%
November 2009 forecast $10,249,021 $10,351,511 $10,455,026 $10,559,577
Growth rate 49.6% 1.0% 1.0% 1.0%
Variance $2,258,197 $2,039,384 $1,542,892  $1,588,486"
Total Cigarette & Tobacco Taxes
Actual FY*08 -'09 & current budget $150,499,432 $144,424,712 $137,881,705 $135,705,195 $133,358,152 $130,991,901
Growth rate -4.0% «4.5% «1.6% -1.7% ~1.8%
November 2009 forecast $140,139,902 $1 37,744,579 $134,901,044  $132,580,387
Growth rate -3.0% “1.7% =2.1% ~1.7%
Variance $2,258,197 $2,039,384  $1,542,892 $1,588,486.
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Estate Tax: General Fund Baseline Forecast FY10 - FY1{3

FY08 FY07 Biennium FYos FY09 Biennium FY10 FY11 Biennium FY12 FY13 Biennium
Actuals & May, 2009 Forecast /1 $75,330,544 §54,820,038 $130,150,552 E3519,89(),57"7!' $31,819,188  $71,709,765 | $30,124,796 $31,945,303  $62,070,099 | $37,328,353  $42,374,930 $79,703,283
Growth Rate 133.6% -27.2% 102.3%; -27.2% -20.2% 44 9% . 5.3% 6.0% ~13.4% 16.9% 13.5% 28.4%
Technical Adjustments to Prior Forecast /2 $0 $0 $C ‘ 0 $0 50 (57,586,958) (§7.833,142) ($15,420,100)} ($5,217,252) ($10,446,063) ($15.663,315)
Economic Assumptions /3 50 50 30 $0 $0 50 $7,055415 §7,626,843 $14,682,258 1 %8,357,226 $9,303,985 §$17.671,191
Total Adjustments to Prior Forecast $0 50 $0 50 %0 $0 {$531,543)  ($208,299) (5737,842)] {5850,026) ($1.142,098) {$1.992 124)
MNew Forecast 575,330,514 $54,820,038 $130,150,552 ' $308,850,577 31,819,188 ' $71,709,765 | 529,593,253 $31,739,004 $61,332,257 | $36,478,327 $41,232,832 577,711,159
Growth Rate 133.6% -27.2% 102.3% -27.2% -20.2% -44.9% -7.0% 7.3% -14.5% 14.9% 13.0% 26.7%
1/ May, 2009 forecast as adjusted by P.L. 2009, Chapter 213, with FY08, FYQ7, FY08 and FYQ09 aciuals.
2/ Technical adiustiments refer 1o all changes in the forecast that are not refated to changes from new economic assumptions. Examples of technicat changes may be new data, mode! updates and changes, and court cases
that aftect revenues,
3/ This tine shows the incremental change in baseline revenues as a result of a new economic forecast. The new econemic forecast is Economy.Com's October 2009 forecasi of Household Net Worth,
Maine Revenue Services
Cconomic Rasearch Division 19-Nov-09



G - 106



L0T-9

Property Tax Reimbursement Programs: Genera} Fund Baseline Forecast FY1¢ - FY$3

Y08 FYQ7 Biennlum FYa8 FYQ9 Bienniwm FY10 FY11 Biennium FY12 FY13 Biennium ;

Actuzls & May, 2009 Forecast /1 -5109,861,880 -5110,993,851 ~$220,855,731 -5114,564,756 -5122,735,417 -$237,300,173] -5116,953,498 -$119,003,153 -$235,956,651| -$136,561,084 -5§135.52¢,928 -5272,082,012
waine Hesidents Propery Tax Program -842,796;,070  -844,440,759 -357,235,829] -548,689,380 -546,689,380 -$83,378,760] -541,326,948 -542,973.944 -584,300,892| -3$53,713,747 -555,28753B -5109.001 285

Busiress Equipment Tax Reimbursement Program {BETH) -567,065,810  -SB6,553,082 -5133,618,902] -$67,875,376 -$67,875,376 -5135,750,7521 -859,088,138 -554,043,140 -5%13,131,278] -554,552,995 -549,202 53 -53103,635,578

Municipal Personat Property Exemption {BETE) 50 SG $0 S0 -58,170,661 -58,170,681] -$16,538412 -521.806,062 -§38,524 481] -528,284,342 -530,950,807 -358,245,149
Adjustments to Prior Forecast 50 50 50 36 0 $0 54,883,636 56,415,208 511,308,844 52,076,107 510,838,830  $19,914,737
Maine Besidents Properly Tax Program B0 S0 $0 S0 $0 $0 $826,048 -55256,0656 §300,892 -$2,286,253 -52,412;462 -54,688,715

Business Equipment Tax Reimbursement Program (BETR) $0 50 §0 50 50 50 $2,500,000 $2.500,000 55,000,000 $2,500,000 $2,500,000 $5,000,000

Municipal Personal Properly Exemption (BETE) 50 0 0 S0 0 $0|°  $1,566,688 $4.441,264 $6,007 952 $8.862,360 510,751,092 $19.613,452

Mew Forecast {5109,861,880) ($110,993,851} (5220,855,731}| (S114,564,756) ($122,735,417) ($237,300,173)| ($112,059,862) ($112,567,945) {5224,647,807}] ($127,484,977) (5124,662,208) (5252,167,275)
Growth Rate 322.1% o 1.0% 733.0% 32% T 1% 7.4% -8.7% 0.5% -5.3% 13.2% ~2.2% 12.3%

1/ May, 2009 forecast as adjusted by P.L. 2009, Chapteré‘ss, with FY08, FY07, FY08 and FY0S actuals.

Maine Revenue Services . )
Research Division ) 18-Nov-09
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Gallons of Gasoline Derived from Revenue
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Gallons of Special Fuel Derived from Revenue
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Maine Revenue Services
Highway Fund Motor Fuel Tax Revenue Forecast

FY'08
FY'08 & '09 actual & current budget $179,096,254
Growth rate )
Tax rate per gallon $0.276
Percentage increase in tax rate '
Novemnber 2009 forecast
Growth rate
Tax rate per gallon $0.276
Percentage increase in tax rate
Véfﬁ_}ﬁhce oottt o

FY'08
FY'08 & '09 actual & current budget $46,139,386
Growth rate
Tax rate per gallon $0.288
Percentage increase in tax rate ’
Movember 2009 forecast
Growth rate
Tax rate per gallon $0.288
Percentage increase in tax rate
Variance o

FY'08
FY'08 &'09 actual & current budget $225,235,339

Growth rate
November 2009 forecast

Growth rate

Variance
Biennium

FY'10

" FY'09 FY'11
$174,404,167 $175,609,526 $170,874,716
' -2.6% 0.7% 2.7%
$0.284 $0.295 $0.295
2.8% 3.8% 0.0%
$171,271,538 $168,484,765
-1.8% 1.6%
$0.284 $0.295 $0.295
: L 3.8% 0.0%
0 ($4,337,988) ($2,389,951)

FY'09 FY'10 FY'11
$41,811,377 544,696,000  $43,650,750
-9.4% - . 6.9% -2.3%
$0.296 ©$0.307 $0.307
28% 3.8% 0.0%
' $39,682,500  $38,831,500
L BA% -2.1%
$0.296 . $0.307 $0.307
2.8% . 3.8% 0.0%
7 ($5,013,500) ¢ ($4,819,250)

- FY'09 FY10. . FY'11
$216,215,544 $220,305,526 $214,525,466
-4.0% 1 1.9% -2.6%
$210,954,038  $207,316,265
2.4% -1.7%

e ($,9,3’51",‘488’) " ($7,209,201)

©77($16,560,689)

FY'12
$172,516,117
1.0%

$0.300

1.7%
$169,350,558
0.5%

$0.300

1.7%

- {$3,165,559)

FY'12
$44,094,750
1.0%

$0.313

1.7%
$38,554,000
0.7%

$0.313

1.7%
($5,540,750)

FY'12
$216,610,867
1.0%
$207,904,558
0.3%
.{$8,706,309)

FY'13

$177,106,628
2.7%

$0.307

2.3%
$171,677,379
1.4%

$0.306

2.0%
($5,429,249)

FY'13
$44,973,500

- 2.0%
$0.320

2.3%
$38,211,750
-0.9%

$0.319

2.0%

. ($6,761,750)

FY'3
$222,080,128
2.5%
$209,889,129
1.0%
-{$12,190,998)
($20,897,308)
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Maine Revenue Services
Gasoline Tax Revenue Forecast FY“10 - FY'13
November 2009

Gas tax forecast - Highway Fund
Percentage Change
Tax rate in cents per gallon

Forecasted inflation adjustment

Net to the Highway Fund

TransCap Trust Fund - 7.5%

Net before transfer to TransCap Fund
Transfer $100,000 to STAR Fund
Grosgs to the Highway Fund

" DIF&W and Snowmaobile Fund

General Fund - DIF&W - 14.93%
Snowmaobile Trall Fund - 85.07%
Al-terrain Vehicles
ATV Enforcement Fund- 50%
ATV Recreational Fund - 50%
Motorboais
Dept. of Marine Resources - 24.6%
Boating Facilities Fund « 75.4%

Total revenue

Special Fuet Tax Revenue Forecast FY'09 - FY'13
Net to the Highway Fund

TransCap Trust Fund - 7.5%

Totat o

FY'10
§171,271,538

$0.295

Fy*'10

$171,271,538

7.500% $13,896,881
$185,158,420

{$100,000}

$185,258,420

0.9045% $1,718,640
$256,593

$1,462,047

0.1525% $289,765
$144,863

$144,083

1.4437% $2,743,174
$674,621

$2,088,363

$150,040,000 °

539,682,500

7.500% 83,297,500
; " 542,900,000

FY'14
$168,484,785
-1.6%

$0.295°
0.0%

FY™1

$168,484,765
$13,650,927
$182,145,892
{5100,000)
$182,245,602
s'z,sgo,sm
$252.420
$41,438,271
$285,053
$142,527
$142,527
$2,608,564
$883,847
$2,034,717

-+ $186,320,000
48%

$38,831,500

$3,148,500

- $41,980,000

-21%

FY*i2
$169,350,558
0.5%
$0.300
1.7%

FY'12

$169,360,558
$13,731,126
$183,081,685
(3100,000)
$163,181,685
\ $1,609,375
$253,717
§1,445,658
$206,517
$143,259
$143,259
$2,712,424
$667,256
$2.045,167

- $157,880,000

0.5%

$38,554,000
$3,126,000

41,680,000

0.7%

FY'13
$171,677,379
1.4%
$0.306
2.0%

FY*43

$171,677,379
$13,919,788
$165,597 167
{3100,000)
$185,687 167
$1,722,711
$257,201
$1,485,510
$290,452

' $145226
$145,226
$2,740,8671
$676,419

$2,073,252 -

190,460,000

1.4%

$38,211,750
$3,098,250
$41,310,000
0.9%

7.500%

97.499%
0.9045%

0.1525%

1.4437%

100.000%.

7.50%

14.930%
85.070%

50.000%
50.000%

24.600%
75.400%



APPENDIX H

Pine Tree Development Zone Memo
from CEFC Chair



November 25, 2009
Jerome Gerard

Acting Executive Director
Maine Revenue Services
State House 24

Augusta, Maine 04330

Dear Jerome:

The Consensus Economic Forecasting Commission has been unable to develop a
separate forecast of the Maine economy incorporating the effects of the Legislature’s
recent action to extend the Pine Tree Zone development incentive to most of the state.
While information about past use of the Pine Tree Zone incentives is available, the
Commission has not been able to develop a method for extrapolating past experience to
the entire state, particularly in the extraordinarily difficult forecasting environment in
which we are currently operating.

We will continue to examine alternative approaches to the development of a
forecast incorporating the Pine Tree Zones that will be sufficiently rigorous to be
incorporated with the other forecasting models and methods we use in order to provide
the Governor and Legislature with the best information about the Maine economy.

Sincerely,

Charles S. Colgan PhD
Chair, Consensus Economic Forecasting Commission





