MONTHLY NEWSLETTER OF THE OFFICE OF FISCAL AND PROGRAM REVIEW

DECEMBER 2014

Volume 8 Number 12

Month In Review

General Fund Revenue Update
Highway Fund Revenue Update
Cash Update

Heating Oil Price Update
MaineCare Update
Attachments:

e November 2014 General Fund
Revenue Variance Report

November 2014 Highway Fund
Revenue Variance Report

Questions or comments regarding
specific sections contact:

Christopher Nolan, Director
Office of Fiscal and
Program Review
5 State House Station
Augusta, Maine 04333-0005
Telephone: (207) 287-1635

Christopher.Nolan@legislature.maine.gov

www. maine.gov/legis/ofpr/

The Office of Fiscal and Program
Review (OFPR) is a nonpartisan
staff office of the Legislative
Council providing budget, tax and
general fiscal research and analysis
for the Maine State Legislature.

Month In Review

General Fund revenue was ahead of projections for the month of
November and for the year-to-date. These positive variances do not reflect the
December revenue forecast, which increased General Fund budgeted revenue
for FY 2015 by $45.5 million. A preliminary look at December 2014 revenue
indicates continued strong performance that will likely show a positive variance
even after updating for the December revenue forecast.

Highway Fund revenue improved in November and is ahead of budget through
the first five months of the fiscal year. These positive variances do not reflect
the FY 2015 $7.5 million increase in Highway Fund budgeted revenue included
in the December revenue forecast. Preliminary December 2014 motor fuel tax
revenue collections indicate a continued strong performance and a likely
positive variance compared to updated revenue forecast levels.

November cash balances, while down somewhat from October, continue to
remain strong. November’s total cash balance of $623.3 million is well above
both last year’s balance through November of $440.3 million and the ten-year
average through November of $482.9 million. General Fund internal borrowing
was higher in November than it was last month but was still significantly lower
than the prior two Novembers. The average Highway Fund balance in
November improved over the prior month and over the past two Novembers.

The price of home heating oil has fallen dramatically in 2014 and is currently at
the lowest levels seen in several years. The average price of #2 home heating
oil in Maine has dropped approximately $0.57 per gallon (17.2%) since the
2014-2015 winter heating season began. Assuming this trend continues, Maine
households spending less to heat their homes — and drive their vehicles —
should have an additional positive effect on economic activity.

Total MaineCare weekly cycle spending (state and federal dollars) had been
tracking close to spending for a comparable period last fiscal year, but in
recent weeks has started to trend up. Even with this step up in overall spending,
General Fund MaineCare spending through five months appears to be remaining

below FY 2014 levels. MaineCare caseloads continue to trend downward,
driven largely by individuals who lost coverage over the last year or so now
losing the transitional coverage they had maintained for up to one year after first
losing eligibility. Moving forward, the negative trend in MaineCare General
Fund spending through five months will need to be maintained in order to stay
within budgeted resources for the MaineCare program for the current fiscal
year.
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General Fund Revenue Update
Total General Fund Revenue - FY 2015 ($'s in Millions)

Budget Actual Var. % Var.  Prior Year % Growth
November $235.1 $239.2 $4.1 1.7% $227.2 5.3%
FYTD $1,176.3  $1,208.0 $31.7 2.7%  $1,107.6 9.1%

General Fund revenue was over budget by $4.1 lower than expected refunds. The sales and use tax
million (1.7%) for November, increasing the positive category came in $3.2 million over budget. Total taxable
variance of the fiscal year through November to $31.7 sales for the month of October (November revenue) were
million (2.7%). These positive variances do not 0.6% higher than October 2013. The decreased energy
reflect the December revenue forecast, which prices are fueling consumer confidence and helping this
increased budgeted revenue for FY 2015 by $45.5 category. These positive variances were partially offset
million. The December revenue report that will be by a negative variance of $4.1 million in corporate
released in mid-January will reflect the new forecast income tax receipts caused by higher than expected
and monthly distribution. refunds and lower than expected final payments from
audits. This negative variance is expected to even out

Individual income tax revenue was $4.1 million over over the coming months.

budget for the month of November, driven largely by

Highway Fund Revenue Update
Total Highway Fund Revenue - FY 2015 ($'s in Millions)

Budget Actual Var. % Var.  Prior Year % Growth
November $28.5 $29.1 $0.6 2.1% $29.7 -2.2%
FYTD $117.7 $120.9 $3.2 2.7% $120.5 0.3%

Highway Fund revenue was over budget by $0.6 Through the first five months of the fiscal year, motor
million (2.1%) in November and by $3.2 million fuel excise taxes are $1.9 million over budget.
(2.7%) for the fiscal year through November. The Compared to the first five months of FY 2014, motor fuel
FY 2015 $7.5 million increase in Highway Fund excise tax receipts have increased by 0.4%. Continued
budgeted revenue in the December revenue forecast —decreased fuel prices compared to last fiscal year are con-
is not yet reflected. tributing to higher revenues in this

. . category.
Motor fuel excise taxes continue to exceed budget. gory

Cash Update

The average total cash pool balance for November was Assistance  program. Last fiscal year in
$623.3 million, down from October’s average of December, the first year of the change to a single annual
$658.9. The November average balance was $183.1 payment for this program, the Highway Fund dipped very
million higher than last November and $140.4 close to $0 and took nearly one quarter before balances
million above the 10-year average balance for recovered to the levels of previous years.

November of $482.9 million.

Summary of Treasurer's Cash Pool

Average General Fund internal borrowing in November Average Daily Balances
November increased by $7.2 million from October but Millions of §'s
is $47.3 million less than November 2013. Given the 2013 2014
General Fund (GF) Total $12.0 $43.1
status of the total average cash pool, the General Fund (GF) Detail:
circumstances continue to seem favorable for another Budget Stabilization Fund $59.7 $68.2
year in which cash flow needs are handled internally Reserve for Operating Capital $2.6 $4.9
and no external borrowing is required. Tax Anticipation Notes $0.0 $0.0
Internal Borrowing $209.3 $162.0
Highway Fund cash balances improved to $36.3 Other General Fund Cash ($259.8) ($192.0)
million in November compared with $22.4 million in Other Spec. Rev. - Interest to GF $22.4 $57.6
October and are above the averages for November of Other State Funds - Interest to GF $20.1 $23.4
2012 and 2013. The balance over the next month will Highway Fund $18.6 $36.3
Other Spec. Rev. - Retaining Interest $51.0 $81.4

be critical to how well the Highway Fund can survive

Other State Funds $214.8 $269.7
the early December payment for the Local Road

Independent Agency Funds $101.4 $111.7

Total Cash Pool $440.3 $623.3
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Heating Oil Price Update

Driven by increased U.S. production and weaker than
expected demand, the price of home heating oil has
fallen dramatically in 2014 and is currently at the
lowest levels seen in several years. As the chart
below illustrates, the average price of #2 home heating
oil in Maine has dropped approximately $0.57 per
gallon (17.2%) since the 2014-2015 winter heating
season began. The average price for the month of
December was $0.81 per gallon (22.1%) lower than
December 2013, and approximately $0.57 per gallon
(15.8%) lower for the average price of the first three
months of the 2014-2015 winter heating season than
the same time period last year.

The U.S. Energy Information Administration’s (EIA)
December 2014 Short-Term Energy Outlook projects

that the average household may spend approximately
27% less for home heating oil this winter than last win-
ter. This forecast assumes that residential heating oil
prices will be approximately 20% lower this winter
than last and that temperatures in the Northeast will
average between 11% and 16% warmer than last year’s
winter heating season.

In Maine, households will definitely be spending less to
heat their homes this year than last, although it
remains to be seen whether their savings will reach the
levels projected by the EIA. Actual temperatures
through the first 3 months of the 2014-2015 winter
heating season are approximately 9.8% warmer than the
same time period last year (and 5.4% warmer than nor-
mal) while home heating oil prices are down about
15.8% .

Price of #2 Home Heating Oil in Maine
Weekly Statewide Average
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MaineCare Update

MaineCare Weekly Cycle Payments

The average weekly MaineCare cycle for FY 2015
through Week 24 was $47.2 million (state and federal
dollars), an increase above the cycle average of $46.7
million through Week 20 of this year that was
referenced in last month’s Fiscal News, and above the
average of $46.1 million through week 24 of the prior
fiscal year. MaineCare Chart 1 below summarizes
average weekly MaineCare cycle payments for FY
2015 as well as comparable payment cycle averages
for FY 2013 and FY 2014. MaineCare Chart 2
summarizes the actual cycles each week for FY 2015
and for FY 2013 and FY 2014.

The FY 2015 MaineCare cycle average had been
tracking closely to the FY 2014 average through
Week 19, but in the last five weeks the cycle averages
have remained above FY 2014 averages. As shown

in MaineCare Chart 2, the “monthly billing
providers” cycles for November and December were
$74.8 million and $69.0 million respectively. While the
“monthly billing providers” cycle is the largest cycle of
each month, the week FY 2015 levels were noticeably
higher than comparable FY 2014 levels. The
Department of Health and Human Services (DHHS) had
attributed the November peak to one-time factors but it
will be important to monitor this trend over the next few
months. Even though the MaineCare cycles (that reflect
both state and federal MaineCare spending) have been
trending higher in recent weeks, MaineCare General
Fund spending appears to be staying at or below
spending for the same period last year. It is the General
Fund trend that will ultimately determine the need for
any MaineCare supplemental funding for FY 2015.
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MaineCare Chart 1. Weekly Cycle Averages - FY 13, FY 14 and FY 15
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hospital settlements of $26.3 million paid in the 9/29/12 (13th) cycle.

° FY 14 averages do not reflect MaineCare hospital settlements of $490.2 million paid in the 9/21/13 (12th) cycle but do include $9.3 million to reimburse in-
State hospitals for crossover claims incurred between late March and June 2011 paid in the 6/11/14 (50th) cycle. FY 13 averages do not reflect MaineCare
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MaineCare Update (Continued)
MaineCare Chart 2. Weekly Cycles - FY 13, FY 14 and FY 15
FY 15 Through 12/13/14 - Week 24
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hospital settlements of $26.3 million paid in the 9/29/12 (13th) cycle.

MaineCare Expenditure Detail through Five Months

MaineCare Table 1 uses expenditure data from the State’s
financial warechouse (MFASIS) through November of
2014 to compare MaineCare expenditures by expenditure
category for the first five months for the last three fiscal
years. After adjusting for one-time spending and offsets,
primarily the $490.2 million in one-time hospital
settlement payments made in September of 2013, total
MaineCare “All Funds” spending increased by 3.5% for
the first five months of FY 2015 compared to FY 2014.
As detailed in MaineCare Table 1, FY 2015 spending
through five months increased primarily in the home and
community-based care (HCBC) waivers, hospital
services, residential care (nursing home payments),
mental health services, clinic services, certified seed and
transportation services expenditure categories. These
increases were partially offset by decreases in the
pharmacy and related and Medicare crossover payments
expenditure categories. FY 2015 spending through
November also continued to be offset by significant

° FY 14 cycles do not reflect MaineCare hospital settlements of $490.2 million paid in the 9/21/13 (12th) cycle but do include $9.3 million to reimburse in-
State hospitals for crossover claims incurred between late March and June 2011 paid in the 6/11/14 (50th) cycle. FY 13 cycles do not reflect MaineCare

increases in the “16 Other Adjustments” category that
reflects financial transactions (e.g., third party liability
collections, audit settlements, etc.) that are not assigned
to another expenditure category.

MaineCare Table 1 also shows that aggregate General
Fund expenditures for the first five months of FY 2015
decreased by 2.7% compared to the first five months of
FY 2014. General Fund spending for the first five
months without the “16 Other Adjustments” category
offsets noted above still decreased by 1.1% from the
first five months of FY 2014.  General Fund
expenditures must remain below prior fiscal year levels
to reflect various cost savings initiatives and other
deappropriations assumed in FY 2015 MaineCare
budget levels. Whether this MaineCare General Fund
trend through the first five months will continue and be
sufficient to keep spending within budgeted resources
for FY 2015, cannot yet be definitively determined.
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MaineCare Update (Continued)
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MaineCare Table 1. MaineCare and Related Expenditures Detail Through 5 Months
All Funds
FY 2013 FY 2014 FY 2015 Chgs. FY 2014 to FY 2015

Expenditure Categories 5 Months 5 Months 5 Months $ %

1 Hospital Services $248,553,368 $259,268,491 $271,557,718 $12,289,227 4.7%
1 A Hospital Settlements $26,332,279 $490,200,000 $0  ($490,200,000) -100.0%
2 Residential Care $218,075,023 $216,960,618 $224,801,984 $7,841,366 3.6%
3 HCBC Waivers $136,625,604 $137,036,655 $149,616,226 $12,579,571 9.2%
4 Pharmacy and Related $124,386,561 $133,698,609 $130,120,390 ($3,578,220) 2.7%
5 Medical Professionals $71,398,054 $67,119,549 $66,267,623 ($851,925) -1.3%
6 Medicare Crossover Payments $58,312,297 $41,672,104 $38,561,909 ($3,110,195) -7.5%
7 Mental Health Services $113,638,447 $118,587,572 $121,272,756 $2,685,185 2.3%
8 Clinic Services $21,956,613 $20,149,201 $21,325,197 $1,175,996 5.8%
9 Home Health $12,875,821 $13,957,824 $13,744,004 ($213,820) -1.5%
10 Rehabilitation Services $8.919,714 $10,106,595 $10,894,359 $787,765 7.8%
11 Case Management $18,193,579 $18,731,209 $19,247,315 $516,106 2.8%
12 Certified Seed $9,773,648 $8,844,001 $11,864,047 $3,020,046 34.1%
13 Transportation Services $19,067,662 $19,253,541 $22.455,914 $3,202,373 16.6%
14 Other Expenditure Codes $5,343,860 $3,357,457 $4,215,193 $857,736 25.5%
15 Accounting Adjustments ! $929,189 $2,089,485 $136,080 ($1,953,406) -93.5%
16 Other Adjustments : ($12,733,435)  ($16,530,024)  ($24,068,671) ($7,538,647) 45.6%

All Funds Total $1,081,648,283 $1,544,502,888 $1,082,012,045  ($462,490,844) -29.9%
Minus Accounting and Other Adjustment: ($14,528,033) ($475,759,461) $23,932,592 $499,692,053  -105.0%

All Funds Adjusted Total $1,067,120,251 $1,068,743,427 $1,105,944,636 $37,201,210 3.5%
General Fund Totals $329,739,156 $326,086,539 $317,292,973 ($8,793,566) 2.7%
Minus Accounting and Other Adjustment: $1,797,308 $6,129,118 $11,154,878 $5,025,760 82.0%

General Fund Adjusted Totals $331,536,463 $332,215,657 $328,447,851 ($3,767,806) -1.1%
" Includes bad debt write-offs and other adjustments (e.g., third party liability collections, audit settlements, etc.) that are not
assigned to a specific expenditure category.

MaineCare Expenditure Detail through Five Months

MaineCare caseload data for November released by the
DHHS Office of MaineCare Services (OMS) and by the
DHHS Office of Family Independence (OFI) show
aggregate MaineCare caseload continues to decrease.
MaineCare Chart 3 shows OMS and OFI aggregate
caseload data over time. November data released by
OMS continues to show the significant decrease in

Medicare Savings Program/Drugs for the Elderly (MSP/
DEL) caseload that does not appear in the OFI caseload
data. DHHS attributed this decrease to a correction in
OMS caseload counting that does not
reflect a change in the number of individuals actually
eligible and should not affect program spending.
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MaineCare Update (Continued)

MaineCare Chart 3. MaineCare Caseload Through November 2014

Office of MaineCare Services (OMS) and Olffice of Family Independence (OFI) Data
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Source of OMS data - WELFRE through May 2011 and MIHMS June 2011 and thereafter; Source of OFI data - Report ID RE-PMO001A. These two sources count MaineCare
caseload differently but have tracked consistently with the exception of the problems with the initial switchover to the MIHMS data source (June to December 2011).

As shown in MaineCare Table 2, in recent months the  coverage for up to a year. The children of these parents
continued overall decline in total MaineCare caseload  would not be losing coverage after the year; just mov-
has been largely driven by a reduction in the number ing back to their original eligibility status. MaineCare
of individuals on MaineCare transitional assistance, Table 2 also shows the impact of the OMS reduction in
presumably the parents and children who have lost the MSP/DEL caseload count in October and

coverage but had been on transitional Medicaid November.
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MaineCare Update (Continued)

MaineCare Table 2. MaineCare Caseload - Transitional Assistance Impact

Net Net MaineCare

MaineCare Medicaid Caseload w/Out

Total % Caseload % Transitional Transitional %

MaineCare Monthly MSP/DEL w/out Monthly Assistance  Assistance & Monthly
Caseload Change Caseload MSP/DEL Change  Caseload MSP/DEL Change

Feb-13 339,055 44,908 294,147 8,221 285,926
Mar-13 330,809 -2.4% 43,316 287,493 -2.3% 13,895 273,598 -4.3%
Apr-13 329,503 -0.4% 43,552 285,951 -0.5% 15,106 270,845 -1.0%
May-13 328,159 -0.4% 43,780 284,379 -0.5% 15,807 268,572 -0.8%
Jun-13 327,135 -0.3% 43,871 283,264 -0.4% 16,011 267,253 -0.5%
Jul-13 328,121 0.3% 43,817 284,304 0.4% 16,188 268,116 0.3%
Aug-13 324,876 -1.0% 43,888 280,988 -1.2% 16,164 264,824 -1.2%
Sep-13 323,547 -0.4% 43,892 279,655 -0.5% 15,628 264,027 -0.3%
Oct-13 322,998 -0.2% 43,933 279,065 -0.2% 15,430 263,635 -0.1%
Nov-13 321,236 -0.5% 43,993 277,243 -0.7% 15,236 262,007 -0.6%
Dec-13 319,288 -0.6% 44,111 275,177 -0.7% 15,414 259,763 -0.9%
Jan-14 311,216 -2.5% 43,292 267,924 -2.6% 30,264 237,660 -8.5%
Feb-14 310,504 -0.2% 43,077 267,427 -0.2% 34,596 232,831 -2.0%
Mar-14 309,539 -0.3% 42,986 266,553 -0.3% 30,362 236,191 1.4%
Apr-14 308,068 -0.5% 42,874 265,194 -0.5% 27,359 237,835 0.7%
May-14 307,599 -0.2% 42,815 264,784 -0.2% 24,890 239,894 0.9%
Jun-14 306,280 -0.4% 42,690 263,590 -0.5% 23,045 240,545 0.3%
Jul-14 303,519 -0.9% 42,439 261,080 -1.0% 19,402 241,678 0.5%
Aug-14 301,894 -0.5% 42,372 259,522 -0.6% 17,625 241,897 0.1%
Sep-14 300,432 -0.5% 42,200 258,232 -0.5% 16,298 241,934 0.0%
Oct-14 293,863 -2.2% 37,228 256,635 -0.6% 14,677 241,958 0.0%
Nov-14 291,784 -0.7% 37,121 254,663 -0.8% 13,674 240,989 -0.4%

Source: DHHS-OMS Monthly Caseload Reports
FISCAL NEWS§ PAGE 8
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