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                      HOUSE OF REPRESENTATIVES
                  2 STATE HOUSE STATION

                    AUGUSTA, ME 04333-0002

                   (207) 287-1440

                   TTY: (207) 287-4469 

   Kenneth Fletcher
   382 Garland Road







           July 7, 2009
  Winslow, ME 04901
              Residence: (207) 872-6760
              fletcher2@roadrunner.com
To: Benton Select Board
Subject:  Maine Legislative Update for July 2009
State Government’s Revenues for 2009: 
The economic downturn continues to result in less than forecasted General Fund revenues.  Within days of passing a supplemental budget for 2009 and the biennium budget for 2010-11, May actual revenue receipts were found to be $21 million less than the revised budget.  Individual Income tax receipts were the primary shortfall being at $18.3 million less than budget. 
The continued negative variances in General Fund revenues combined with the need to draw on cash reserve accounts to meet the expenditures has severely depleted the state’s cash pool balance. The total cash pool balance in May of 2008 was $596 million.  The cash pool balance in May of 2009 was $319 million (a reduction of $277 million in the one year time period).   If the general fund revenue trends continue through the summer, it is likely that a supplemental budget will be needed since cash reserves are being depleted at an accelerated rate.  With the lower revenue trends continuing, the 2010-11 biennium budget will need to be ‘re-balanced’ to address a shortfall that could equal over $100 million. It is important to recognize that the recently passed 2010-11 biennium budget was ‘balanced’ by utilizing a total of $547 million of one-time money comprised of the remaining balance in Maine’s ‘Rainy Day Fund” plus the federal stimulus money.  This means that the actual normal sources of state revenues were $547 million less than budgeted expenditures.
The Highway Fund did not experience the same degree of revenues shortfalls as the General Fund.  May Highway Fund revenue receipts were over budget by $0.6 million with revenues for 2009 essentially equal to the 2008 level.

As an indirect indicator of Maine’s economic activity, the Maine Turnpike Authority’s 2008 Annual report provide a three year history of Turnpike Traffic.  Total annual traffic decreased by 2.76% in 2008 as compared to 2007 (a 2.1 million vehicle decrease).  Within that volume, commercial vehicles decreased by 4.67%. The next few months will a critical period in Maine’s economy since the Tourist Season is a major sales and fuel tax revenue period as well as a summer employment boost. 
Dept of Education Distributes Federal Stimulus Checks:
The Maine Dept of Education has begun issuing federal Stimulus funds to Maine schools districts.  Districts will receive $67 million for 2009-2010 and $59 million for 2010-11 school years.  The funds were intended to fill gaps created by a reduction in state funding for K-12.  Federal guidelines urge that the funds be used for one-time purposes rather than on-going program expansions.
Please contact me if there is additional information or clarification needed.
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