STATE OF MAINE
DEPARTMENT OF ADMINISTRATIVE & FINANCIAL SERVICES
BURTON M. CROSS BUILDING, 3RP FLOOR
78 STATE HOUSE STATION
AUGUSTA, MAINE 04333-0078
(207) 624-7800
WWW.MAINE.GOV/DAFS

SERVING THE PUBLIC AND DELIVERING ESSENTIAL SERVICES TO STATE GOVERNMENT

JANET T. MILLS ELAINE CLARK
GOVERNOR COMMISSIONER
September 30, 2026

Enclosed please find the Four-Year Revenue and Expenditure Forecast completed per statute
every other year by the Department of Administrative and Financial Services’ Bureau of the

Budget.

This report compares the most recent revenue forecasting against current appropriation and
allocation funding requirements in law. This includes for example, a baseline of 55 percent of
total cost of K-12 education, 5 percent spending for Municipal Revenue Sharing, and all other
programming and statutory initiatives with compulsory funding obligations.

The final result — often called the structural gap — is the amount of money by which revenues
would have to increase, expenses would have to decrease, existing laws would have to be
amended, or some combination thereof would have to be achieved in order for revenues to meet
expenditures, as identified by law. It is important to note, however, that many of the funding
obligations considered in the report are, with Legislative approval, routinely not met and,
therefore, this report should not be considered an accurate reflection of an actual budget shortfall
facing State government. Instead, this report can offer a starting point for work sessions and
conversations throughout the State’s biennial budget process as State leaders, including the
Legislature, carefully identify the appropriate mix of polices and strategies that ought to be
utilized in pursuit of a balanced budget.

The forecasts of revenues, appropriations and allocations contained in this report, as constructed
under current law and current trends, result in a projected General Fund structural gap (revenues
less than allocations) for the 2028-2029 biennium of $1.085 billion and a projected Highway
Fund structural gap (revenues less than allocations) for the 2028-2029 biennium of $256.7

million.
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FElaine Clark
Commissioner
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State of Maine
Department of Administrative and Financial Services
Bureau of the Budget

To: The Honorable Janet T. Mills, Governor of Maine
The Honorable Matthea Daughtry, President of the Maine Senate
The Honorable Ryan D. Fecteau, Speaker of the Maine House of Representatives
Members, Joint Standing Committee on Appropriations and Financial Affairs

From: Kimberly Smith, Acting State Budget Officer
Date: September 30, 2026
Subject: Four-Year Revenue and Expenditure Forecast Report for the

General Fund and Highway Fund for the 2026-2027 and 2028-2029 Biennia

In accordance with 5 M.R.S. § 1665(7), the Maine Bureau of the Budget presents its General Fund and
Highway Fund forecasts for the 2026—-2027 and 2028—-2029 biennia. The forecasts reflect current law, existing
revenue sources, and agency estimates of the costs required to meet statutory obligations and maintain
current services. Many obligations included in these projections have historically been modified, deferred, or
funded below statutory levels with legislative approval. Accordingly, the projected structural gaps should not
be interpreted as definitive budget shortfalls. Rather, this report provides a starting point for deliberations
during the biennial budget process as the Governor and Legislature determine the appropriate combination
of policies and strategies needed to enact a balanced budget.

The forecast provides a baseline for long-term financial planning and does not represent the Governor’s
budget proposal. Based on current law and projected trends, the forecast shows that spending would exceed
available revenue in the 2028-2029 biennium by approximately $1.085 billion in the General Fund and
$256.7 million in the Highway Fund.

In the coming months, Governor Mills and subsequently the Governor-elect will review agency proposals and
the updated revenue forecast, which is due December 1, 2026. This information will help inform budget
decisions. A balanced budget proposal will then be presented to the Legislature for consideration.

cc: Jeremy Kennedy, Chief of Staff, Office of the Governor
Elaine Clark, Commissioner, Department of Administrative and Financial Services
Suzanne Gresser, Executive Director of the Maine Legislature
Luke Lazure, Director, Office of Fiscal & Program Review, Maine State Legislature
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State of Maine Revenue and Expenditure Forecast
2026-2027 and 2028-2029 Biennial Budgets

I. Executive Summary

Title 5, section 1665, subsection 7 requires the State to submit a four-year forecast for the General
Fund and Highway Fund by September 30 of each even-numbered year. In accordance with this
requirement, the Maine Bureau of the Budget presents its forecasts for the 2026—2027 and 2028-
2029 biennia to support long-term budget planning by comparing projected revenues with the
estimated cost of meeting statutory obligations and maintaining current services. Because these
obligations may be modified, deferred, or funded below statutory levels with legislative approval,
the projected structural gaps should not be interpreted as definitive budget shortfalls. This forecast
is not the Governor’s budget proposal; rather, it provides a starting point for the biennial budget
process. In accordance with Title 5, section 1666, the Governor-elect will submit a balanced budget
proposal to the Legislature by February 5, 2027.

This report covers fiscal years 2026 through 2029, presented as the 2026-2027 and 2028-2029
biennia. Revenue estimates begin with the March 2026 Revenue Forecasting Committee forecast.
The report also reflects appropriations, allocations and other budget actions enacted through the
Second Regular Session of the 132nd Legislature.

It includes statutory commitments such as funding 55 percent of kindergarten-to-grade-12 essential
programs and services and distributing 5 percent of eligible state tax revenue through municipal
revenue sharing. It also reflects the full-year cost of programs, rates and other requirements phased
in during the 2026-2027 biennium.

Both funds remain balanced through the 2026-2027 biennium, but with limited ending balances.
Under current-law and current-service assumptions, substantial structural gaps emerge in the 2028-
2029 biennium: $1.085 billion for the General Fund and $256.7 million for the Highway Fund. One-
time transfers and financing measures support the near-term budget but do not address these
recurring gaps.

General Fund outlook. The 2026-2027 biennium begins with $156,271,645. Projected revenues and
other resources of $11.846 billion support $12.000 billion of appropriations, leaving an estimated
ending balance of $2.4 million. For 2028-2029, projected revenue of $12.169 billion is insufficient to
support $13.256 billion of projected appropriations. Education and MaineCare remain the largest
spending areas. Major cost pressures include the 55 percent education commitment, preschool
special education, and MaineCare costs, including provider rates, hospital and community-based
services, Medicare Part D and changes in the State’s Medicaid share.
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Highway Fund outlook. The 2026-2027 biennium begins with $37,646,797. Projected revenues and
other resources of approximately $1.03 billion support allocations of approximately $1.06 billion,
leaving an estimated ending balance of $930,812. For 2028-2029, projected revenue of $999.0
million is below projected allocations of $1.256 billion. Transportation capital, maintenance and
safety needs account for most of the projected growth.

Enacted budget actions. The forecast reflects the General Fund baseline and supplemental budgets
enacted in Public Law 2025, chapters 2, 388, 650, and 752, and the Highway Fund baseline and
supplemental budgets enacted in chapters 9 and 720. Significant actions include education and
MaineCare funding, tax-conformity and income-surcharge provisions, one-time transfers from the
Budget Stabilization Fund, transportation capital flexibility, increased TransCap bonding authority
and authorization for up to $50 million of GARVEE bonds. Reserve transfers, bond proceeds and
other nonrecurring resources are treated as one-time support rather than ongoing revenue.

Forecast considerations. The forecast does not assume future reductions, delays in statutory
commitments or replacement of fluctuating federal funding. It also does not anticipate future policy
actions that may be proposed to balance the budget. Closing the projected 2028-2029 gaps will
require recurring revenue, sustainable expenditure changes or a combination of both.
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Il. The General Fund

A. Budget Status for Fiscal Years 2026-2029

The budget status for the General Fund is based on all enacted laws as well as revenue and
expenditure projections. All laws enacted through the Second Regular Session of the 132"
Legislature are included. Revenue projections are based on the March 2026 Report from the
Revenue Forecasting Committee (RFC). Expenditure projections reflect known adjustments for costs
of currently provided services, and any one-time or phased-in legislation.

The beginning balance for the 2026-2027 biennium was $156.3 million. With revenues projected at
$11.846 billion and appropriations of $12.0 billion, the projected ending balance for the 2026-2027
biennium is $2.4 million. For the 2028-2029 biennium, projected revenues are $12.169 billion and
projected appropriations are $13.256 billion, resulting in a structural gap of $1.085 billion. Further
details are provided in Figure 1, below.

Figure 1: General Fund Status for Fiscal Years 2026-2029

2026-2027 Biennium 2028-2029 Biennium
FY2026 Actual FY2027 Enacted Biennial Total FY2028 Estimated FY2029 Estimated Biennial Total

Beginning Balance 156,271,645 229,668,099 156,271,645 2,406,336 (634,408,908) 2,406,336
Resources
Revenue 5,867,727,008 5,982,026,850 11,849,753,858 6,021,179,491 6,147,668,339 12,168,847,830
Adjustments 27,179,642 (30,478,614) (3,298,972) - - -
Total Resources 5,894,906,650 5,951,548,236 11,846,454,886 6,021,179,491 6,147,668,339 12,168,847,830
Uses
Appropriations (5,821,510,196) (6,178,809,999)  (12,000,320,195) (6,657,994,735) (6,598,374,676) (13,256,369,411)
Adjustments - - - -
TotalUses (5,821,510,196) (6,178,809,999)  (12,000,320,195) (6,657,994,735) (6,598,374,676) (13,256,369,411)
Ending Balance 229,668,099 2,406,336 2,406,336 (634,408,908) (1,085,115,245) (1,085,115,245)

B. Revenue Projection

Using the most recent Revenue Forecasting Committee report, the General Fund revenue is
projected at $5.749 billion in FY2026 and $6.148 billion in FY2029. This is an increase of $398.4
million, or 6.9 percent, across the forecast period. The Revenue Forecasting Committee projects
annual growth of 0.5 percent in FY2026, 2.5 percent in FY2027, 2.2 percent in FY2028, and 2.1
percent in FY2029.

Individual Income Tax and Sales and Use Tax remain the principal General Fund revenue sources.
Together, they account for $21.540 billion, or approximately 90.5 percent of projected net General
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Fund revenue for FY2026 through FY2029. Corporate Income Tax contributes $1.537 billion over the
same period. Statutory transfers for municipal revenue sharing, tax relief programs, and the
Highway Fund reduce the net revenue total.

The March 2026 update reduced the FY2026 estimate by $27.2 million, increased FY2027 by $36.0
million, reduced FY2028 by $19.2 million, and reduced FY2029 by $65.5 million. Across the four
years, the revision reduced projected General Fund revenue by $75.9 million.

The largest four-year revisions were a $71.7 million reduction in Sales and Use Tax revenue and a
$36.0 million reduction in Corporate Income Tax revenue. Individual Income Tax revenue increased

by $8.0 million over the four-year period, with gains in FY2026 through FY2028 offset by a $52.0
million reduction in FY2029.

Figure 2 provides details on the General Fund revenue sources for the 2026-2027 and 2028-2029
biennia. The full March 2026 report from the Revenue Forecasting Committee is available online at
https://legislature.maine.gov/doc/12497.

Figure 2: General Fund Revenue Projection by Source

Revenue Source FY2026 FY2027 Annual 2026-2027 FY2028 Annual FY2029 Annual 2028-2029
% Biennial Total % % Biennial Total
Change Change Change
Sales and Use Tax 2,377,161,443  2,440,624,050 2.7% 4,817,785,493 | 2,489,275,080 2.0% 2,528,610,849 1.6% 5,017,885,929
Service Provider Tax 26,605,597 - -100.0% 26,605,597 - 0.0% - 0.0% -
Individual Income Tax 2,799,528,320  2,878,433,706 2.8% 5,677,962,026 | 2,960,116,000 2.8%  3,066,131,000 3.6% 6,026,247,000
Corporate Income Tax 352,000,000 377,999,998 7.4% 729,999,998 396,000,000 4.8% 411,000,000 3.8% 807,000,000
Cigarette & Tobacco Tax 182,018,411 216,835,702 19.1% 398,854,113 214,463,452 -1.1% 211,937,651 -1.2% 426,401,103
Insurance Company Tax 134,311,000 139,494,000 3.9% 273,805,000 143,505,000 2.9% 132,920,000 -7.4% 276,425,000
Inheritance & Estate Tax 55,930,000 50,200,000 -10.2% 106,130,000 50,450,000 0.5% 48,730,000 -3.4% 99,180,000
Other Taxes and Fees 157,593,587 151,385,893 -3.9% 308,979,480 146,671,319 -3.1% 146,694,349 0.0% 293,365,668
Fines, Forfeits and Penalties 16,927,729 16,311,150 -3.6% 33,238,879 16,206,150 -0.6% 16,206,150 0.0% 32,412,300
Income from Investments 42,435,839 34,138,748  -19.6% 76,574,587 27,955,809  -18.1% 22,021,468  -21.2% 49,977,277
Transfer from Lottery 78,000,000 75,000,000 -3.8% 153,000,000 75,000,000 0.0% 75,000,000 0.0% 150,000,000
Liquor Ops Fund Transfer 7,000,000 7,000,000 0.0% 14,000,000 7,000,000 0.0% 7,000,000 0.0% 14,000,000
Trans for Tax Relief Progs (83,682,000) (86,950,000) -3.9% (170,632,000) (88,498,000) -1.8% (89,930,000) -1.6% (178,428,000)
Trans. to Muni. Rev. Share (281,862,345)  (288,589,306) -2.4% (570,451,651) (295,340,673) -2.3% (303,388,152) -2.7% (598,728,825)
HWF Sales Tax Transfer (118,509,078)  (115,295,974) 2.7%  (233,805,052)| (117,250,293)  -1.7%  (118,073,614)  -0.7%  (235,323,907)
Other Revenues 3,804,906 (4,877,444) -228.2% (1,072,538) (4,374,353)  -10.3% (7,191,363) 64.4% (11,565,716)
Total General Fund Revenue 5,749,263,409 5,891,710,523 2.5% 11,640,973,932 6,021,179,491 2.2% 6,147,668,339 2.1% 12,168,847,830

Revenues for the 2028-2029 biennium are projected at $12.2 billion. As noted previously, the top
two revenue sources are Individual Income Tax and Sales and Use Tax. For the 2028-2029 biennium,
these sources a projected to bring in $6.0 and $5.0 billion, respectively.

Figure 3 compares the relative contribution of each revenue source during the 2028-2029 biennium.
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Figure 3: 2028-2029 Revenue Chart
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State-Municipal Revenue Sharing

In accordance with Title 30-A § 5681, the State distributes 5% of sales, service provider, personal
and corporate income tax receipts to municipalities. The State achieved this statutory target during
the 2022-2023 biennium and has continued meeting this target through the 2026-2027 biennium.
The transfer is projected to be $598.7 million in 2028-2029, an increase of $28.3 million. Transfers
will fluctuate with the actual General Fund revenues the State receives.
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C. Expenditure Projection

The expenditure projection is based on programs and services provided under current law with
adjustments made for known or predictable changes. General Fund expenditures are projected to
increase from $12.0 billion in the 2026-2027 biennium to $13.26 billion in the 2028-2029 biennium.
The two largest components of General Fund expenditures are the State’s share of Education and
Medicaid costs. Additional details for 2026-2029 are shown in Figure 4. Figure 5 compares the
relative distribution of each expenditure category for the 2028-2029 biennium.

Figure 4: General Fund Appropriation Estimates

Policy Area with Major Programs FY2026 FY2027 Annual 2026-2027 FY2028 Annual FY2029 Annual 2028-2029
% Biennial Total % % Biennial Total
Change Change Change
Governmental Support and Operations
Debt Service - Treasury 112,477,487 82,139,730 -27.0% 194,617,217 117,205,145 42.7% 117,205,145 0.0% 234,410,290
Homestead Property Tax Exemption Reimb. 92,000,000 95,000,000 3.3% 187,000,000 100,200,821 5.5% 101,962,404 1.8% 202,163,225
Debt Service - Government Facilities Authority 28,155,674 32,405,674 15.1% 60,561,348 32,407,708 0.0% 32,407,533 0.0% 64,815,241
Other Agencies and Programs 253,941,252 275,657,551 8.6% 529,598,803 279,996,238 1.6% 282,018,410 0.7% 562,014,648
Policy Area Total 486,574,413 485,202,955  -0.3% 971,777,368 529,809,912 9.2% 533,593,492 0.7%  1,063,403,404
Economic Development and Workforce Training 67,431,682 87,418,149  29.6% 154,849,831 71,824,204 -17.8% 71,674,593  -0.2% 143,498,797
Education
General Purpose Aid for Local Schools 1,481,695,043 1,564,660,456 5.6% 3,046,355,499 | 1,658,604,700 6.0% 1,736,770,077 4.7%  3,395,374,777
Teacher Ret., Ret. Teachers Health Ins. & GLI 285,557,687 292,083,134 2.3% 577,640,821 278,256,337  -4.7% 130,419,284 -53.1% 408,675,621
Child Development Services 53,001,590 53,059,533 0.1% 106,061,123 54,797,104 3.3% 55,049,828 0.5% 109,846,932
Other Agencies and Programs 525,210,281 553,953,673 5.5% 1,079,163,954 647,102,731 16.8% 665,717,661 2.9% 1,312,820,392
Policy Area Total 2,345,464,601 2,463,756,796 5.0% 4,809,221,397 | 2,638,760,872 7.1% 2,587,956,850 -1.9% 5,226,717,722
Arts, Heritage and Cultural Enrichment 12,141,859 14,696,096  21.0% 26,837,955 13,061,055 -11.1% 12,956,275  -0.8% 26,017,330

Natural Resources Development and Protection 151,357,207 162,366,905 7.3% 313,724,112 172,294,574 6.1% 171,513,751 -0.5% 343,808,325

Health and Human Services

Medical Care - Payments To Providers 811,049,382 861,498,346 6.2% 1,672,547,728 975,965,078  13.3% 980,157,766 0.4% 1,956,122,844
Developmental Services Waiver - Mainecare 244,541,522 280,603,364 14.7% 525,144,886 293,962,608 4.8% 301,232,495 2.5% 595,195,103
Nursing Facilities 170,448,178 192,912,543  13.2% 363,360,721 220,759,273  14.4% 232,512,245 5.3% 453,271,518
State-Funded Foster Care/Adoption Assistance 55,460,386 56,349,276 1.6% 111,809,662 71,000,386  26.0% 72,865,592 2.6% 143,865,978
Developmental Services Waiver - Supports 54,579,293 61,926,079  13.5% 116,505,372 68,561,038  10.7% 70,406,648 2.7% 138,967,686
Mental Health Services - Community Medicaid 59,440,046 66,180,472 11.3% 125,620,518 68,519,491 3.5% 70,007,923 2.2% 138,527,414
Mental Health Services - Child Medicaid 44,085,956 49,902,677 13.2% 93,988,633 52,999,540 6.2% 53,737,114 1.4% 106,736,654
Medicaid Services - Developmental Services 36,804,346 42,201,841  14.7% 79,006,187 44,973,380 6.6% 46,167,159 2.7% 91,140,539
IV-E Foster Care/Adoption Assistance 30,408,192 32,148,249 5.7% 62,556,441 36,178,505 12.5% 37,495,427 3.6% 73,673,932
Mental Health Services - Community 34,587,683 36,456,084 5.4% 71,043,767 36,796,617 0.9% 36,722,503  -0.2% 73,519,120
Office Of Behavioral Health 25,646,712 29,692,992  15.4% 55,239,704 30,157,616 1.9% 30,142,593 0.0% 60,300,209
Mental Health Services - Children 21,745,932 22,008,050 1.2% 43,753,982 22,060,731 0.2% 22,026,973  -0.2% 44,087,704
Developmental Services - Community 15,431,959 15,590,982 1.0% 31,022,941 15,995,512 2.6% 15,903,451  -0.6% 31,898,963
Office Of Behavioral Health-Medicaid Seed 14,344,157 15,259,651 6.4% 29,603,808 15,619,563 2.4% 15,810,978 1.2% 31,430,541
Other Agencies and Programs 559,616,633 600,592,763 7.3% 1,160,209,396 609,476,763 1.5% 605,298,831 -0.7% 1,214,775,594
Policy Area Total 2,178,190,377 2,363,223,369 8.5% 4,541,413,746 | 2,563,026,101 8.5% 2,590,487,698 1.1% 5,153,513,799

Justice and Protection

Corrections Department 252,709,899 255,151,544 1.0% 507,861,443 324,740,914 27.3% 287,975,269 -11.3% 612,716,183
Judicial Branch 128,198,670 145,956,295 13.9% 274,154,965 143,435,154  -1.7% 143,534,228 0.1% 286,969,382
Other Agencies and Programs 199,441,488 201,037,890 0.8% 400,479,378 201,041,949 0.0% 198,682,520 -1.2% 399,724,469
Policy Area Total 580,350,057 602,145,729 3.8% 1,182,495,786 669,218,017 11.1% 630,192,017 -5.8% 1,299,410,034
Total, All Policy Areas 5,821,510,196 6,178,809,999 6.1% 12,000,320,195 | 6,657,994,735 7.8% 6,598,374,676 -0.9% 13,256,369,411
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Figure 5: 2028-2029 Appropriation Estimates by Policy Area
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State Funding for Education

Title 20-A §15671 requires the State to fund 55% of essential programs and services for kindergarten
to grade 12 public education. The State achieved this statutory target for the first time during the
2022-2023 biennium and has continued meeting this target through the 2026-2027 biennium. For
the 2028-2029 biennium, maintaining funding at the 55% level is estimated to cost an additional
5$280.7 million.

In addition, the State provides funding for the cost of teacher retirement, retired teacher health
insurance, and life insurance. The estimated cost for teacher retirement, retired teacher health
insurance and life insurance is reduced by 5176.5 million. This reduction is based on the actuarial
projection from the Maine Public Employees’ Retirement System. The reduction is largely reflected
in Fiscal Year 2029 and results from the completion of a decades-long payment schedule to reduce
the unfunded actuarial liability of the state employee and teacher retirement plan.

The budget projection also includes approximately $150.6 million for costs associated with school
administrative units phased-in requirement to assume responsibility for Free Appropriate Public
Education (FAPE) for preschool aged children. Maine’s Public Law 2023 chapter 643 Part W requires
all schools to provide early childhood special education services no later than July 1, 2028.

State Funding for Medicaid Services

Expenditures for MaineCare and Medicaid Services are projected to increase in the 2028-2029
biennium. MaineCare cost increases in residential and home and community-based services,
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hospital costs, and federal required drug coverage are all expected to increase by $345 million. Costs
for the State’s share of Medicaid Part D are expected to increase by approximately $29.8 million.
Also, in accordance with federal and state laws, the Federal Medicaid Assistance Percentage (FMAP)
fluctuates with changes in the Consumer Price Index and in Maine’s minimum wage. For Fiscal Year
2027, the State’s share is 39.26%. This is projected to increase to 39.47% in Fiscal Year 2028 and to
39.5% in Fiscal Year 2029. The projected cost increase is $20.6 million.

Other Expenditure Trends

Projected 2028-2029 Personal Services expenditures increased $91.5 million, or about 5.6%, over
the 2026-2027 biennium. These increases are the result of scheduled merit increases, collective
bargaining increases, and changes in benefit rates. It is worth noting that the increase was mitigated
by the completion of the decades-long repayment schedule for the unfunded actuarial liability in
the state employee and teacher retirement plan. Had the repayment schedule still been in place,
Personal Services would have been higher by approximately $26 million in the General Fund.
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Il. The Highway Fund

A. Budget Status for Fiscal Years 2026-2029

The budget status for the General Fund is based on all enacted laws as well as revenue and
expenditure projections. All laws enacted through the Second Regular Session of the 132"
Legislature are included. Revenue projections are based on the March 2026 Report from the
Revenue Forecasting Committee (RFC). Expenditure projections reflect known adjustments for costs
of currently provided services, and any one-time or phased-in legislation.

The beginning balance for the 2026-2027 biennium was $37.6 million. With revenues projected at
$1.03 billion and appropriations of $1.06 billion, the projected ending balance for the 2026-2027
biennium is $930 thousand. For the 2028-2029 biennium, projected revenues are $999.0 million and
projected appropriations are $1.26 billion, resulting in a structural gap of $256.7 million. Further
details are provided in Figure 6, below.

Figure 6. 2026-2029 Highway Fund Summary

2026-2027 Biennium 2028-2029 Biennium
FY2026 Actual FY2027 Enacted Biennial Total FY2028 Estimated FY2029 Estimated Biennial Total
Beginning Balance 37,646,797 23,263,292 37,646,797 930,812 (48,035,405) 930,812
Resources
Revenue 516,809,219 497,853,920 1,014,663,139 499,272,873 499,815,249 999,088,122
Adjustments 2,548,098 13,029,115 15,577,213 - - -
Total Resources 519,357,317 510,883,035 1,030,240,352 499,272,873 499,815,249 999,088,122
Uses
Appropriations (533,740,822) (533,215,515) (1,066,956,337) (548,239,090) (708,437,948) (1,256,677,038)
Adjustments - - - -
TotalUses (533,740,822) (533,215,515) (1,066,956,337) (548,239,090) (708,437,948) (1,256,677,038)
Ending Balance 23,263,292 930,812 930,812 (48,035,405) (256,658,104) (256,658,104)

B. Revenue Projection

The largest sources of revenue for the Highway Fund are fuel taxes, motor vehicle registrations,
sales tax transfers, and transfers from Maine’s liquor operations funds. Fuel taxes provide $873.4
million over the four-year period, or approximately 43.8 percent of Highway Fund revenue. Motor
vehicle registration and fee revenue contributes $462.1 million. Highway Fund Sales Tax transfers
contribute $365.9 million, and Liquor Operations Fund transfers contribute $218.0 million.

The March 2026 RFC update reduced the Highway Fund forecast by $7.5 million in FY2026, $7.2
million in FY2027, $7.8 million in FY2028, and $8.0 million in FY2029. The total four-year reduction
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is $30.4 million. The four-year change includes an $18.0 million reduction in Liquor Operations Fund
transfers, an $8.9 million reduction in Highway Fund Sales Tax transfers, and a $2.8 million reduction
in fuel taxes. Forecast investment income decreased by approximately $S0.7 million over the four

years. Figure 7 provides additional detail on the projected revenues.

Figure 7: 2026-2029 Highway Fund Revenue Projection

Revenue Source FY2026 FY2027  Annual % 2026-2027 FY2028 Annual % FY2029  Annual% 2028-2029
Change  Biennial Total Change Change Biennial Total
Fuel Taxes
Gasoline Tax 199,985,006 200,636,549 0.3% 400,621,555 | 200,610,625 0.0% 200,585,044 0.0% 401,195,669
Special Fuel and Road Use Tax 47,911,610 48,736,633 1.7% 96,648,243 48,934,095 0.4% 49,132,428 0.4% 98,066,523
Transcap Transfers - Fuel Tax (24,812,939) (24,962,344) -0.6% (49,775,283)| (24,980,004) -0.1% (24,997,787) -0.1% (49,977,791)
Other Fund Gasoline Tax Distr. (5,819,164)  (5,838,123) -0.3% (11,657,287) (5,837,369) 0.0% (5,836,623) 0.0% (11,673,992)
Total Fuel Taxes 217,264,513 218,572,715 0.6% 435,837,228 | 218,727,347 218,883,062 0.1% 437,610,409
Motor Vehicle Registration and Fees
Motor Vehicle Registration Fees 71,419,954 71,419,954 0.0% 142,839,908 71,419,954 0.0% 71,419,954 0.0% 142,839,908
License Plate Fees 4,032,907 3,801,205 -5.7% 7,834,112 3,801,205 0.0% 3,801,205 0.0% 7,602,410
Long-term Trailer Registrations 15,034,523 15,034,523 0.0% 30,069,046 15,034,523 0.0% 15,034,523 0.0% 30,069,046
Title Fees 14,214,949 14,227,449 0.1% 28,442,398 14,227,449 0.0% 14,227,449 0.0% 28,454,898
Motor Vehicle Operator Licenses| 10,983,098 10,983,098 0.0% 21,966,196 10,983,098 0.0% 10,983,098 0.0% 21,966,196
Transcap Transfers - Motor Veh. - - 0.0% - - 0.0% - 0.0% -
Total Motor Vehicle Reg. and Fees | 115,685,431 115,466,229 -0.2% 231,151,660 | 115,466,229 0.0% 115,466,229 0.0% 230,932,458
Other Sources
Motor Vehicle Inspection Fees 3,202,500 3,202,500 0.0% 6,405,000 3,202,500 0.0% 3,202,500 0.0% 6,405,000
Other Highway Fund Taxes & Fee§ 1,418,970 1,417,720 -0.1% 2,836,690 1,417,720 0.0% 1,417,720 0.0% 2,835,440
Fines, Forfeits and Penalties 606,412 606,412 0.0% 1,212,824 606,412 0.0% 606,412 0.0% 1,212,824
Income from Investments 3,093,149 1,253,021 -59.5% 4,346,170 992,971 -20.8% 737,442 -25.7% 1,730,413
Highway Fund Sales Tax Transfer | 92,437,080 89,930,859 -2.7% 182,367,939 91,455,228 1.7% 92,097,419 0.7% 183,552,647
Liquor Operations Fund Transfer | 53,000,000 55,000,000 3.8% 108,000,000 55,000,000 0.0% 55,000,000 0.0% 110,000,000
Other Highway Fund Revenues 12,286,105 12,404,465 1.0% 24,690,570 12,404,465 0.0% 12,404,465 0.0% 24,808,930
Total Other Sources 166,044,216 163,814,977 -1.3% 329,859,193 | 165,079,296 0.8% 165,465,958 0.2% 330,545,254
Total Highway Fund Revenue 498,994,160 497,853,921 -0.2% 996,848,081 | 499,272,872 0.3% 499,815,249 0.1% 999,088,121

Figure 8 compares the relative contribution of each revenue source during the 2028-2029

biennium.
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Figure 8: 2028-2029 Highway Fund Revenue by Source
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C. Expenditure Projection

The expenditure projection is based on programs and services provided under current law with
adjustments made for known or predictable changes. Highway Fund expenditures are projected to
increase from $1.05 billion in the 2026-2027 biennium to $1.26 billion in the 2028-2029 biennium.
The largest component of Highway Fund expenditures is for Transportation Safety and
Development. Within that policy area, Maintenance & Operations and Highway & Bridge Capital
Programs contain most costs to the Highway Fund. Additional details are provided in Figure 9.
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Figure 9: 2026-2029 Highway Fund Appropriation Estimates

Policy Area & Program FY2026 FY2027 Annual 2026-2027 FY2028 Annual FY2029 Annual  2028-2029
% Biennial Total % % Biennial Total
Change Change Change
Governmental Support and Operations
Administration - Motor Vehicles 56,896,442 59,937,010 5.3%  116,833.452 | 59,809,225 -0.2% 59,448,972 -0.6% 119,258,197
Other Agencies and Programs 3,154,954 3,261,573 3.4% 6,416,527 3,298,309 1.1% 3,279,823 -0.6% 6,578,132
Policy Area Total 60,051,396 63,198,583 5.2%  123,249.979 | 63,107,534 -0.1% 62,728,795 -0.6% 125,836,329
Natural Resources Development and Protection 34,062 34,405 1.0% 08,467 34,405 0.0% 34,405 0.0% 058,510
Justice and Protection
State Police 32,017,345 33,079,957 3.3% 62,097,302 | 33,158,023 0.2% 32,869,172 -0.9% 66,027,199
Traffic Safety - Commercial Vehicle Enf. 8,027,052 8,322 441 3.7% 16,349,493 5,789,355 5.6% 8,627,627 -1.8% 17,416,982
Other Agencies and Programs 6,691,852 6,909,052 3.2% 13,600,904 6,989,133 12% 6,915,656 -1.1% 13,904,789
Policy Area Total 46,736,245 45,311,450 3.4% 95,047,699 | 48,936,011 1.3% 48412453 -1.1% 97,348,966
Transportation Safety and Development
Maintenance and Operations 205,332,560 208,181,926 1.4% 413,014,491 | 241485264  16.0% 243,233,691 0.7% 484,721,935
Highway & Bridge Capital 127,832,215 108,288,832 -15.3% 236,121,047 | 95,524,045 -9.0% 229,721,533 133.2% 328,245,578
Local Road Assistance Program 30,777,458 30,421,177 -1.2% 61,198,635 | 35,836,779  17.8% 49,125629  37.1% 84,962,408
Multimodel Transportation Fund 7,907,538 4,985,328 -37.0% 12,892,866 | 13,376,137 168.3% 25,425,000 112.5% 41,801,137
Highway Light Capital 23,975,001 17,696,525 -26.2% 41,671,526 | 13,394,598 -24.3% 28,425,000 112.2% 41,819,595
Other Agencies and Programs 31,094,338 31,834,133 2.4% 62,928,471 | 33,540,817 5.4% 18331440 -45.3% 51,872,257
Policy Area Total 426,919,115 401,407,921 -6.0% 828,327,036 | 436,160,640 8.7% 997,262,293  36.9% 1,033.422933
Total, All Policy Areas 533,740,822 512,952,359 -3.9% 1,046,693,181 | 548,239,090 6.9% 708,437,948 29.2% 1,256,677,038

The 2028-2029 projected expenditures include $293.4 million to support the capital program goals
established in Title 23 §73 sub-§7 and Title 23 §4210-B sub-§3. Figure 10 compares the relative
distribution of each expenditure category for the 2028-2029 biennium.

Figure 10: 2028-2029 Highway Fund Allocation Estimate
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IV. Conclusion

Although the General Fund and Highway Fund remain balanced through the 2026—-2027 biennium,
their limited ending balances and the projected structural gaps in 2028-2029 provide important
context for the upcoming budget process. These projections reflect current law, current-service
costs and the best information presently available, but they do not anticipate the policy choices that
may ultimately be made. As updated information becomes available, continued review of revenues,
expenditures and federal funding will help State leaders evaluate available options and develop
balanced budgets that continue to support the State’s long-term fiscal stability.
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