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 20009.

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 CPI.
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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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Sales & Use and Service Provider Taxes
individual Income Tax

Corporate Income Tax

Maine Revenue Services' Recommendations to the Revenue Forecasting Commiltee

FY2010 FY2011

(341,299,662) ($37,565,833)
($166,824,369) ($134,262,023)

(326,651,578) ($24,548,643)

Biennium
{$78,865,495)
{($301,086,392)

{$51,200,221)

FYz2012 FY2013

($30,155,311}  ($19,060,080)
($133,555,147) ($126,200,720)

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

Biennium
($49,215,391)
($259,755,867)

($52,022,212)

Local Government Fund
Highway Fund {(Motor Fuel Taxes)

($11,738,780)

($9,351,488)  ($7,209,201)

($9,818,825) -

($21,557,605)
($16,560,689)

($9,445,694)
(38,706,309)

($8,603,979)
($12,190,099)

Tax and Rent Program $828,948 ' ($528,056) $300,892 ($2,286,253)  ($2,412,462) ($4,698,715)
Cigaretie & Tobacco Taxes $2,258,197 $2,038,384 54,297,581 $1,542,892 $1,588,488 $3,131,378
Estate Ta)f ($531,543) ($2085,299) {$737,842) {$850,026)  ($1,142,098) ($1,992,124)
Business Equipment Tax Exemption (BETE) $1,566,688 $4,441,264 $6,007,952 $8,862,360  $10,751,082 $19,613,452

" Business Equipment Tax Reimbursement (BETR;} $2,500,000 $2,500,000 $5,000,000 $2,500,000 $2,500,000 $5,000,000
Transfer to the STAR Fund {$80,342) $€- 14,934 $34,502 $108,820 $127,632 $236,452
Transfer to Toursim Marketing Fund $168,568 $266,039 $434,607 $166,590 $106,414 $273,004
Total Adjustmenis to Current Forecast ($228,067,093) ($187,747,233)  ($415,814,326) ($178,869,504) ($160,560,519)  {$339,430,023)
General Fund ($216,328,313) ($177,928,408) ($394,256,720) {$169,309,497) ($151,835,916) {$321,145,413)

($18,049,673)
($20,897,308)

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

LUindedicated Revenues -~ General Fund

For the Twelvth Month Ended Jeue 36, 200

F‘ur the Fiseal Year Ending June 34, 2009
Camparison to Budgel

Zales und Use Tax

Service Provider Tax

Tadividual Inconse Tax

Corparate lncome Tax

Cipnrette and Tobacen Tax

Public Liilities Tax

tnsurance Companies Tax

Estate Tax

Fraperty Tax - Unorg Territory
Income frot fnvestments
Transfer 16 Municipal Revenue Sharing
Transfer from Lottery Commission

Other Revenues

Tuinl Coblected

NOTES:

{2} Figures refiect estimates of the Maine State Revenue Forecasting Committee approved in May 2009,

Moath

Year w ate

EXHIBIT ]

Foinl Budgeted

Variadce Percent Variance Pereent Fiscal Year

Actusl. Budge! Overf{under) Civerflunder} Actnzl Budget Overinnder) tverfunder; Ending §-30-2009
) 1€0,822,855 16%,967,752 (5,044,897 (3.0%} 921,823,720 929,698,051 (7,874,331} [SUNEE 3] 220,848,051
8,835,550 8,824,479 1,071 G.0% 52,812,885 BE3,452,742 {940,347} [ 53,4‘52,7‘42
181,437,798 184,821,379 (23,483,604) {12.7%) 1,242,505,502 1,281 ,982,980 (39,477,081 {2.1%) i.281,982,990
25,880,194 35,113,923 (2,233,725 (26 .3%) 143,085,366 148,949,000 {5,854,034} (2. 8%) 148,840,000
13,971,628 12,258,301 1,713,327 14.0% 144,424,712 163,213,844 1,210,868 3.5% 143,213,844
- - - - 18,536,483 18,405,028 1,131,434 &.1% 18,405 029
26,316,408 22,973,32'2 3,343,086 14.6% 78,770,431 71,078, 985 7,991, 546 TL,4978, 085
7,041,801 8,827,641 {1,785 ,840) (20.2%) 31,818,188 34,335,010 {2,515,822) 34,335,010
1,638,382 1,863,261 {324 878} (16.=5%} .12,533,755 12,569,540 (335,785 {2.65%) 17 969, RE0
{10,3686) 46,555 (58,921) {122 3% 1,100,029 1,154,221 (52,192} 14, 7w} 1,154,221
- (14,583) 14,583 100, 0% {102,160,745) (103,412,337 1,251,552 Toey 11035412,337)
4,365,920 3,811,481 554,435 14.5% 49,839,434 48,543,250 280,184 LA 48,845,250
33,941,679 29,918, 611 4,023,068 ) 13 4% 214,176,816 212,485,823 1,580,805 3.8 12, 4G5, 823

444,341,825 - 474,622,122 (30,280,297} (6.4%} 2,811,358, 2085 2,854,763,148 {27,304, 853} -

{3} This repurt has been prepared from praliminary month end ignres and is subject to change.

(1} Inchuded in the above is 38 for the montls and $102,169,745 vear 10 date, that was set aside for Revenue Sharing with cities and fowns,

Olfice o 1he State Contralier



STATE OF MAINE ' : ENIRT L
Undedicsted Revennes - General Fund : ’

For the Twelvith Month Ending fune 30, 2009

For ihe Fiscal Year Ending Junce 30, 2009

Comparisan in Budget .
Month Year 1o Daie

] - okt Budigets
" Variance Pereent \/ﬂrifxncc Pereent
Actuai Baudget Cverflunder} Dverfunier) Actuzl Budger Dverf(umier) Overf{under)
retadl of Other Revenues ) .

GEG0's AR Quhers 1,561,526 2,837,104 {1,275,579) (45.0%) 20,936,422 21,414,812 (478,180}, (2 =%y . 21,414,812
4308's Aerona Gas Tax 21,11% 29,841 (8,724) {29.2%) 246,072 240,131 5,941 Z.5% 240,131
04010°s Alcobal F.x‘cise'fs: 1,706,873 987,107 T4%,766 T8.3% . 17,437,560 19,048,295 388,255 Z.32% L
0700°s Corparation Taxes ) 2,486,318 1,316,041 1,150,277 87.4% 6,884,126 C T ALD, 032 {534,905} L€ asy 7,929,032
1608%'s Banking Toxes 2,028,500 ’ 1,758,777 266,723 15.2% 23,961,210 ! BEO 217,480 . 4_‘02 _’2'2,923?,550
11005 Mmhoiic-{!r\‘erages 487,959 233,569 284,380 113.2% 4,698,840 4,074,379 26,5461 15 4% 4,070,375
1200 Amusements Tax - - . ~ - - . - - -
1300's Harness Ruacing/Marimsiuels/Slots . 707,644 326, 533: .381 L1RL i16.7% . 8,229,032 €&,024 674 204,359 2.5% 8,024,674
1400's Business Taxes 2,107,653 1,973,583 134,100 £.8% 12,831,441 12,302,447 528,904 4.3% 12,302,447,
1560 I\rlolor\"erhic]e Licenses V 545,246 439,738 105,508 24‘_0% 4,832,540 4,442,238 380,311 §.9% 4,842,238
1700°s Inland Fisherizs & Wildlif; 2,314,828 1,984,544 334,282 16.8% 15,378,845 ) 15,988 B&7 [621,5L8} 15,588,857
1509's Hespital Excise & Other ) 27,027 50,567 (.23,5453 (46.5%). . 218,189 . 353,820 £3%,731) (15, 3% 353,920
2060's Tiues, Farfeits & Penalties 4,617,508 ‘ 4,478,331 139,877 1% 44,024 462 44,106,828 (32,164} {0. 2%} 4.‘2,1535,52‘1
2200's Frderal Revenues .2,782,55-6 1,303,482 1,279,064 85.1% . 12,456,218 13,052,027 {555,805} . {4.63) 13,052,027

2300"s County Revennes - -

24080's Revenues from Oities & Towns . 55,190- 57,589 V {2,383} . . (dAE%). ) 142,738 137,140 5,588 4.1 137,140

2500°s Revenues from Private Sources (1,216,035} 271,175 (1,587,2‘70] (595.3%? 7,526,232 B&,122 358 (526,126} 7. 3%} #Ho1#2,358

2600's Current Service Charges ’ 2,614,761 1,992,234 ] 522,547 ‘ AL.3% - ) 24,882,753 z4,102,799 549,9.354 2.3y 24,102,799

2700's Transfery {ron: Other Funds 10,959‘,30‘8 ’ 9,674,216 1,314,342 12,68 . 8,630,576 8,552,378 1,077,996 12.06% . 8,552,978

2800°s Sales of Property & Equipment . ) 11,342 22,500 (21,158} {E5.1%} 51,047 122,750 71, T02) {58 4%} 332,750

Total Other Revinues 33,941,673 35,818,611 4,023,068 13.4% 214,176,018 217,495,843 1580, 955 o 8% 217,395,823
NOTE: . This report has been prepared from preliminary moasth end figures and is snbject to change.

ab the State O




STATE OF MAINE Exhibit ¥
Undedicated Revennes - Highway Fusd ’

For the Twelvth Month Ending June 30, 2609

For the Fiscal Year Ending June 30,2009

Comparison o Budget

. Maonth ] . - Year to Date o S,
. BBudgeted
* Variance Pereent Yariance Perceny iseal Year
Avctual Budget Gverf{under) Overf{usdery - Actual ’ Buddget Overf{under} Orverifander: Ending 6-3-2009

Fuel Taxes 37,875,517 35,442,432 {1,566,893) {4.0%) 216,215,544 217,243,235 ’ 1,027,711, (6. 5%} 217,243,253

Moter Vehicle Registration

& Tees 10,574,045 3,945,687 - 628,378 6.3% 91,885,824 93,254,651 (367,8273 0. 4% §2,254, 651

Inspection Fees 354,183 107,616, 286,577 266,32 T 4,057,878 . 3,996,421 61,557 cl 3,586,421

Fines, Forfeits & Penalties 163,428 1B4,762 {21,333} {11,582} l,785,19'.? 1,785,049 {5,852 . {0, 5%} 1,785,649

Earnings on Investimenis |44,994 28,772 16,232 546.4% 480,419 458,382 22,027 4. 8% 458,392

All Other 921,360 608,428 312,932 51.4% $,816,188 5,401,872 414,315 4. 4% . 3,401,572
a Toial Revenne 13,973,538 55,317,657 (344,119) (0.7%) 324,242,149 325,149,640 (307,451) (0. 33) 325,149,640
1

NOTE: ‘Fhis report has heen prepared from prelimisary month end figures and is subject to change,

CHbice of the State Coistroller
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STATE OF MAINE
Undedicated Revennes - General Fund

Lgr the Fonrth Month Eaded Oeteber 33, 2009

For the Fiscal Year Lnding dnne 30, 2018
“Bmparison 16 GLEEEr o

Sales and Use Tax

Service Provider Tax

Individual Income Tax

Corporate Inceme Fax

Cigaretfe and Tobacco Tax
Iasurance Companies Tax

Estate Tax

Fines, Forfeits nnd Pepaltics
Taconie from Investmenis
Trausfer from Lottery Commission
Transfers [or Tax Relief Programs
Transfer 1o Municipal Revenue Sharing
Other Taxes and Fres

Other Revennes

Total Coliected

3

PRELIMINARY AND TENTATIVE

FOR VERIFICATION PURFOSES & INTERNAL USE ONLY

Moanth Year to Date
Fotal Budgeted
Varlance Percent Variance Percent Fiseal Year
Actual Budget Over/{under) Overf{under) Actual Budget Overf(under) Over/(under) Ending 6-30-2810 .
83,631,838 90,777,923 (7,146,288} {7.9%} 260,286,812 285,738,407 {25,438, 745} (5.9%_} : 938,953,932
4,800,203 4,861,374 {61,173} (1.2%) 14,883,448 14,543,574 336,874 2.3% 55,590,852
105,732,983 124,760,800 {18,267, 017) {15.2%) 386,958, 58S 4458, 200, 000 158,231,415} {13.1%) 1,444, 804,389
{2,B98,22%9) 5,150,000 (8,048,239} {1%5.34%} 36,748,258 €2,150,000 {5,401,742} {12.8%) 144,697,500
12,938,530 12,184,'493 .754,09}_ £.2% 51,992,381 . 59,970,344 1:022,037 2.0% '137,881,705
7,537,986 5,219,873 3,318,313 21.2% 8,507,673 7,423,704 1,083,969 14.6% 71,585,000
6,&19,15‘;6 2,476,952 3,542,204 143.0% 6,827,865 %,3855,278 1,472,587 27.5% 30,124,756
2,697, 733 3,794,358 {1,101,823) {29.0%) 12,394,671 15,285,450 12,860,779 {18.8%] 43,187,872
57,111 159,279 (102, 368) {64.2%) 179,542 521,271 {241, 729) (65.6%) %47, 508
4,407,154 4,762,916 {358,762) {7.5%) 17,497,468 17,146,478 350,987 2.0% 29,534,250
{14,807, 961} {16,970,414) 2,162,453 . 12.7% {47,997,410) (52,909,467) 4,912,057 9.3% {116,953,498)
{18,585,988) {12,408, 682) - 1,822,654 14.7% (36,268, 692) 140,885, 865) 4,618,177 11.3% {112, 082,834}
20,190,252 20,840,838 {650,586) (3.1%) 48,591,062 48,758,897 822,185 1.7% 142,490,376
(1,899,138} (1, 978,241) 79,103_ 2,0% 3,286,251 {7,340, 365) 8,626,606 T1i7.5% 24,.520,994
217,816,486 244,570,873 (26,754,387} (10.9%) 752,904,700 831,031, 682 (69,028, 982] (5.3%) 2,856, 672,028

EXHIBIF |

NOTES:. (1} Included in the above is $10,585,938 for the ynonth 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 State Revenus Forecasting Committes approved in May 2000,

(3} This report has been prepared from preliminary month end figures and is subject o change.
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STATE OF MAINE
tUndedicated Revenves - General Fond

For the Fowrth Manth Ended October 31, 2009
For the Fiscal Year Ending June 30, 2016
Comparison to Budget

Detail of Other Taxes & Fees

0100's Al Others

0360's Gas Tax

¢400's Aleolol Excise Tax

a766's t}'orpuratinn Taxes

6800s Public Utilities

1000's Banking Faxes

1189's Alcoholic Beverages

1200's Amusements Tix

1306's Harness Racing/Parimutnels/Siots
1400's Business Taxes

1500's Molor Vehicle Licenses
1706°s Inland Fisheries & Wildlife

1909's Hospital Excise & (her

Total Dther Taxes & Fees

Detail of Cther Revenues

2200's Federal Revenues

2300's County Reveawes

2406's Revenues from Cities & Towns
2500's Reveoues from Private Sources
2600's Current Service Charges
27G0's Transfers from Other Funds

2800's Sales of Property & Equipment

Total Other Revenues

PRELIMINARY AND TENTATIVE

FOR VERIFICATICN PURPOSES & INTERNAL USE OMLY

EXHIBIT IL

Menth Year to Date
i Total Budgeted
Variance Percent’ Variance Percent Fiscal Year

Actaal Brdget Over/(under) Over/(ender) Actaa} Budget Cver/{under) Overi(under} Ending 6-30-2019
12,949,808 14,704,289 {1,754,481) {11.8%) . 16,832,839 18,705,04% 11,872,210) (1D.0%} 31,650,912
23,204 22,284 820 4.1% 95,133 95, 265 (132} {0.1%) 262,089
1,497,857 1,333,750 164,10'..' 312.3% 6,468,106 §,578,025 (109, 523) (1.7%) 17,433,056
142,331 . 230,259 {87,319} (37.9%) 237,489 t,181, 950 (284,453} (24.1%) 9,013,771
1,519 - 1,519 - .(95,175) - {9€.175) - 16,935, 988
1,868,580 1,829,573 138,971 7.6% 7,358,101 7,318,316 39,785 0.5% 22,365,980
288,812 195,035 {ge, 223} (23.5%) 1,227,668 1,343,616 {113, 950) (8.6%) 4,603,355
861,058 611,195 249, 880 £0.9% 3,262,332 Z,626,626 635,908 o 24.2% 7,934,484
1,472,009 797,630 674,375 84.5% 8, 925,450 3,383,885 3,542,565 104.7% 11,335,884
382,527 318,189 34,338 10.8% 1,605,604 1,362,441 743,163 17.8% 4,646,488
617,879 587,585 20,024 . 4% 4,943,083 &,092,738 (1,129,657} (32.%%) 17,442, 855
18,400 21,081 {4,881} (22.2%). 70,238 &0, 962 {14,725} (13.2%} 355,402
20,196,252 20,840,838 {B50,585) {3.1%) 48,5091, 062 43,768,877 823,185 i.7% T i43,49{1,375
BE3, 4666 320,838 362,830 - 1:3.1% 4,769,201 1,283,344 3,485,857 271.6% 3,869,628
2,473 - 2,473 - 45,7086 95,432 7 (49,725} (52.1%) 251,789
18.295) 140,830 (148,125 {105.39%} 427,142 563,320 {128,178} (24.2%) 9,027,089
2,428,740 1,625,936 802,564 43.4% 1L, T07, 879 7,834,096 3,873,783 4%.4% 20,528,988
[4,991,878) (4,065, 843) (926.0335) {22.8%) (15,678,034} (17,218, 057) 1,541,023 2.4% C9,238,3.7ﬂ}
i13,8243) - (13.843) - 14,348 2,500 11,848 473.9% 80,000
{1,899,138) {1,978, 343) 79,103 4.0% 1,286,24% (7,340,365} 8,626,606 117.5% T T

NOTE:

ThiS report has been prepared from preliminary month end figures and is subject to change.

Office of the State Contrailer



STATE OF MAINE
Undedicated Revenues - Highway Fund

For tlse Fourth Month Ended Qctober 31, 2009
For the Fiscal Year Ending June 30, 2019

Comgparison to Budget

Fuel Taxes

Motor Vehicle Registration
& Fews

Inspection Fres
Fines, Forfeits & Peaaltics

Earnings on Investments

Al Qther

Total Revenue

NOTE:

PRELIMINARY AND TENTATIVE

FOR VERIFICATION PURPOSES & INTERNAL USE ONLY

Exhibit V

Month Year to Date -
Total Budgeterl
Varianee Percent Variance Pereent Fiscal Year

Actual Budget Overi(ander) Overf{under) Actuzl Budget Over/(under) Overfunder) Ending 6-30-2010
18,808,408 18,895,622 (90,3%4) (0.5%) 58,988,344 55,478,325 3,598,913 6.3% 220,305,528
6,921,187 7,303,018 {361,819} {5.25%) 25,639,323 26,255,090 (615,767 (2.2%} 77,674,394
203,397 303,666 (LG9, 268) (33.0%) 1,134,797 1,454,250 (319,453 (22.0%) 4,196,802
148,251 157,011 f1o,760) (6.9%) 606,547 527,188 (20,241} {3.2%) 1,795,045
13,13% 7,500 5,639 75.2% 51,73 25,000 26,738 106.9% 173,037
632,542 577,443 55,098 9.5% 2,248,345 4,370,026 (120,661} {5.1%} . 8,595,631
26,721,934 271,244,258 (522,324) (3.9%} BB, 668,512 86,209,878 2,458,633 2.9% 312,741,433

This report has been prepared fom preliminary morth eod figures and is subject {o change.

Office of the State Controller
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Recent Performance. An economic
recovery is under way, but it remains
tentative and fragile. Real GDP is expanding
again, but growth is inconsistent and
insufficient for businesses to resume hiring,
Employment thus continues to decline,
and the unemployment rare will soon
reach double digits. The Federal Reserve
and fiscal policymakers 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 GDY expanded by
an estimated close to 3% annualized rate in
the third quarter, and is on tack to grow a bit
more slowly in the fourth quarter Unprec-
edented monerary and fiscal stimulus and a
significant manufacturing inventory swing are
supporting this newfound growth.

The Federal Reserve's aggressive efforts
have succeeded in lowering borrowing costs
and easing the credit crunch. Fixed mortgage
rates are a full percentage point lower than
they would be if not for the near-zero federal
funds rate and the ceniral bank’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 loan
rate would be closer to 6%, rather than the
current 5%. _

It remains difficulr for businesses and
households to obtain credit, but steadily less
s0. Corporate borrowers with solid financials
are raising record amounts of cash in the
bond market thanks to low investment-grade
corparate bond yields. Households are get-
tng new loans more easily, in large part
because the federal government has stepped
into the void left by nervous and capital-shost
private lenders.

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

GDP is also receiving a boost from a sharp
tumaronnd in industrial production, 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 bankruptcies,

combined with cash for clunkers, pushed
the days supply of vehicles on dealers’ lots wo
record lows; automakers sharply increased
cuzrent preducdon in response. The inven-
tory swing has yet to Kick in across the entire
manufacturing base, but it soen will.

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

Businesses’ reluctarnice to expand is clear
est with respect to jobs. The economy lost
more than 250,000 jobs on net again in
Septrember, bringing total lasses to nemly 8
million since employment peaked nearly two
years ago, after accounting for upcoming revi-
sions to the payroll employment data. For
context, the peak-tw-wough decline in en-
ployment during and aftey the 2001 recession
was about 2 million.

Job losses have moderated since the be-
ginning of the 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 t rise, depressing wages and
ultimately short-circuiting consumer spend-
ing and the recovery itself,

It is possible that firms will resume hiring
soon. Historically there has been a lag be-
tween when production picks up and when
businesses start w hire. Butin the past, busi-
nesses boosted working hours and brought
on more temporary employees during the
gap berween the increase in production and
the increase in hiring of fuil-time employees.
Nore of that has happened so far; hours
worked remain stuck at a record low and
temporary service jobs are sgill declining,

A more worrisome possibility is that firms
are so shell-shocked that they will not resume
hiring, Smaller businesses are struggling to
obtain cyedit, and larger businesses are ner
vous about navigating the corning changes
to healthcare, financial regulation and energy
policy. Businesses may also wonder whether
demand for their products will soon fade, giv-
en that the recent improvement is supported
by monetary and fiscat stimulus and an inven-
tory swing, ail of which are temporary.

More life support. Indeed, il monetary
and fiscal policymakers do nothing more to
support the economy, the stimulus effect will
soon wane and tum into a drag on the econ-
omy by the middle of next year. Policymakers

- are expected to do more to ensure that the

recovery remains intact and a sellsustaining
expansion takes root by this time next vear.

For the Federal Reserve, this may mean in-
creasing its commitment to purchase Fannie
and Freddie rmortgage securities. The central
banrk’s commitment is set to end in Maxch,
but this seems premature, given the rising
number of foreclosures and the possibility
that many houses will be duniped onto the
market niext 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 byoader economy,

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

In coming months Congress will also
very likely pass three other pieces of fegisla-
tion with far-reaching economic implications:
Healthcare reform, financial regulatory re-
form, and a bill addressing the expiration of
the Bush tax cuts. Policymakers will need to
be wary when fashioning this legislation lest
they derail the economy’s fragile recovery.

Outlook. The Great Recession is over,
but the economic recovery will be a difficult
slog through much of next year. Real GDP
is prefected 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 weal wage growth,

the ongoing foreclosure erisis, rising com-
mercial mortgage loan defaults and resulring
small bank failures, budget problems at state
and local governments, and dysfunctional
structured-finance markets that limit credit
to consurners and small businesses will all
weigh on the recovery.

Mark Zandi

October 2009

Moody’s Economy.com = www.economy.com ¢ help@economy.com » Précis MACRG « October 2009
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Job Market Will Be Very Slow to Recover

Change in payroll employment from cyclical peak, %
! /

5 2007 \ / 2007F
Quarters from peak

Source: Moody's Econcmy.com forscast
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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 trough in early 2010. Job growth will remain tepid through
most of next year as businesses will lack the confidence and credit
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 until faze 2012, This will be far and away the worst perfor-
marnce of any post-World War 11 recovery.

State and Local Government Revenues Plunge

-4

State and lccal government tax revenues, % change yr ago
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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, soft retailing weighs on sales
taxes, and the tough housing market hammers capiral gains and
property tax revenues. States have avoided severe budget cuts due
to the financial help they are receiving from the federal government
as part of the stimulus. However, without more help, states will be
under pressure to cut their spending and raise taxes next year,

Households Are Fixing Their Finances

18

Number of trades 30 to 90 days dslinquent, mil
Sources: Equifax, Moody's Economy.com
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The recovery will find support from improving household fi-
nances. Household balance sheets remain in poor shape, particu-
larly among distressed homeowners, but conditions have improved
as households are saving more and deleveraging. Total household li-
abilities have fallen 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,
earty-stage delinquency has also started to improve; the number
of Toans that are 30 to 90 days delinquent has fallen meaningfully
since the beginning of the year.

Fed Actions Drive Down Mortgage Rates

700 - — - 3.0
Difference in yields between
~ Freddie Mac 30-year fixed 28
800 -+ morigage rate and 10-year T
VA\Treasi_m;, npis (R) 58
500 +
24
400 + 22
300 + 2.0
Federal Reserve 18
200 T holdirigs of Fandie
Mae and Freddie 1.6
100 4+ Mac mortgage- :
hacked securities, : 1.4
S b (L)
0 1.2
J'0g F M A M J J A 3

Yo ensure that the recovery dees not stall oy, even worse, fall back
into recession, policymalkers will be under pressure to provide more
help to the economy. The likebhood is increasing that fiscal policymak-
ers will renew a number of provisions in the carrent stimulus that will
soon expire like extended vnemployment insurance benefits and the
tax credit for first-time homebuyers. Pressure on the Federal Reserve to
add further 1o its quantitative easing effores will also intensify early nest
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 nearly a full percentage poine..

Moody's Economy.com « www.economy.com ¢ help@economy.com « Précis MACRO « October 2008
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Monetary policy. The Federal Reserve
remains aggressive in using afl of its con-
siderable resources to support the financial
system and economy. The elfective federal
funds 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
trillion of mostly Treasury securities on
its halance sheet before it began its buy-
ing; now it has close to $2 wrillion worth
of a wide range of securities on its halance
sheet. This is expected to rise further, peal
ing near $3 willion by spring 2010. '

The Fed's unprecedented actions have
stabilized the financial system. Interbank
lending has returned to 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 darrowed.

Despite these successes, the financial
system remains troubled and the Fed is
thus expected to maintain its zero fands
rate through this time next year, Private
residential and commercial morigage-
backed bond issuance is moribund, and
most depository institutions are reluctant
to extend credit except to their very best
household and corporate borrowers. Poli-
cymakers will also be uneasy about raising
interest rates as Jong 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 rate 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 1o 75 basis points.

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

'BROAD VIE

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

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

The budget outlock remains extraor-
dinazily poor even after the costs of the
financial crisis abate, as expenditures on
Medicare, Medicaid and Social Security are
set to halloon. President Obama’s first bud-
get proposal does not significantly address
the nation’s long-term fiscal problems. The
Congressional Budget Office projects that
the nation’s federal debt-to-GDP ratio will
tise to over 80% a decade from now under
the president’s plan; this is double the ap-
proximately 40% ratio that prevailed before
the current financial crisis, Policymakers
are soon expected to pass healthcare re-
form legislation, but this is not expected
to significantly change the budget cutlook,
The long-term budget outlook will thus re-

nain untenable, which will ultimately force
various substantial cuts to entitlement 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
faded with improving financial conditons
and the moderating global recession. De-
spite the recent decline, the dollar is still
almost 10% stronger on a broad, trade-
weighted basis compared with its low in
the summer of 20089,

- 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 crisis completely sub-
sides, the Chinese are expected to resume
revaluation of their currency, eventually
resulting in a freely floating yuan by the
middle of the next decade. Any decling will
be modest on a broad trade-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 at near $0.90, and the Japanese cur-
rency at ¥90 per doilan,

Concern that the U.S. dollar is at risk
of losing its reserve currency stats is over-
done. The doeilar accounts for nearly two-
thirds of global reserves; this is unlikely to
change much anytime soon since the U5,
remains far and away the global economy’s
largest and most stable economy and the
predominant player in global trade. There
are also no good alternatives: Furope’s cur-
Tent economic problems rule out the euro,
and the IMF’s SDRs are nothing more than
a unit 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 weil
below $50 at the start of 2009 to a record
of almost $150 in summer 2008. Retail
gasoline prices have visen to over $2.5 per
gailon, compared with an all-time high of
close to $4. Natural gas prices remain low,
particutarly compared with oil prices, at
around $3 per million BTU.

Global economic conditions and their
impact on demand are driving energy
prices. The recent fivming in prices reflects
growing expectations that the worst of the
giobal downturn is over as the Chinese
economy reaccelerates and the U.S. reces-
sion has ended. However, until the global
expansion hegins in earnest, oil prices are
not expected to rise much above aurent
levels for very long. Oil prices are expected
to average over $60 per barrel for 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 glohat demand
and supply fundamentals.

Narural gas prices will have wouble
keeping up with oil prices over the next
several years as a very substantial glat of
gas has developed. Demand has weakened
sharply with the recession, and supply has
increased substantially in response to the
previously very high prices, Natural 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 Zandi

October 2009

Moody's Economy.com ¢ www.economy.com ¢ help@economy.com ¢ Précis MAGRO « October 2000
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