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I. INTRODUCTION AND BACKGROUND TO REVENUE FORECAST

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

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

A. Economic Forecast Update

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

This CEFC forecast projects continued declines in employment levels through the middle of
2010 before employment growth begins again. This forecast actually shows some improvement
in the employment picture compared with the April 2009 forecast. The declines in calendar
years 2009 and 2010 are less severe. The rebound beginning in the 2" half of 2010 and 2011 is
less than previously forecast. The number of jobs lost over the course of this recession from the
peak in January 2008 to the projected low point in the middle of 2010 will be roughly 31,000,
almost 8,000 less than previously projected in the April 2009 forecast.

Revenue Forecasting Committee — December 2009 Report Page 1



The estimate for the annual change in the Consumer Price Index was modified for 2009 showing
less of a decline or deflation, a 0.5% decline compared with the 1.4% decline projected in the
April 2009 forecast. The only other change in the inflation forecast is a slightly lower increase in
consumer prices during 2011.

Table I-A

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

Calendar Years 2008 2009 2010 2011 2012 2013
» Wage & Salary Employment (Annual Percentage Change)
> Consensus 4/2009 -03% -38% -16% 14% 22% 2.0%
> Consensus 11/2009 -03% -29% -12% 12% 22% 2.0%
Difference 00% 09% 04% -02% 0.0% 0.0%
* Personal Income (Annual Percentage Change)
> Consensus 4/2009 42% 1.0% 12% 28% 4.0% 4.7%
> Consensus 11/2009 40% -06% 12% 32% 44% 4.8%
Difference -02% -16% 00% 04% 04% 0.1%
Major Components of Personal Income:
Wage and Salary Disbursements
> Consensus 4/2009 36% -13% -04% 21% 43% 4.9%
> Consensus 11/2009 32% -47% -04% 25% 3.9% 4.9%
Difference -04% -34% 0.0% 04% -04% 0.0%
Supplements to Wages and Salaries
> Consensus 4/2009 3.7% 1.9% 13% 27% 4.0% 5.4%
> Consensus 11/2009 31% 05% 31% 33% 4.0% 52%
Difference -06% -14% 18% 06% 0.0% -0.2%
Non-Farm Proprietors' Income
> Consensus 4/2009 -14%  -22%  1.6% 46% 4.8% 4.2%
> Consensus 11/2009 -28% -6.1% 09% 4.6% 50% 4.5%
Difference -14% -39% -0.7% 0.0% 02% 0.3%
Dividends, Interest and Rent
> Consensus 4/2009 43% -1.0% 1.0% 3.0% 3.0% 4.0%
> Consensus 11/2009 19% -35% 15% 39% 6.0% 7.0%
Difference 24% -25% 05% 09% 3.0% 3.0%
Transfer Payments
> Consensus 4/2009 8.0% 8.7% 4.7% 40% 45% 5.4%
> Consensus 11/2009 118% 135% 3.6% 4.0% 47% 3.7%
Difference 3.8% 48% -1.1% 0.0% 02% -1.7%
» Consumer Price Index (Annual Percentage Change)
> Consensus 4/2009 3.8 -1.4 1.7 2.3 2.1 2.0
> Consensus 11/2009 3.8 -0.5 1.7 2.0 2.1 2.0
Difference 0.0 0.9 0.0 -0.3 0.0 0.0

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

B. Capital Gains Forecast

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

Table I-B
Maine Resident - Net Capital Gains
Capital Capital Capital
Capital Gains Capital Gains Tax | Gains % of
Gains Realizations | Gains Tax Liability Resident Resident
Tax | Realizations | Annual % Liability Annual % Tax Income Tax
Year | ($ Millions) Change ($ Millions) Change Liability Liability
1995 $551.7 $38.3 6.2% $620.1
1996 $799.7 45.0% $57.3 49.6% 8.4% $682.2
1997 $1,218.7 52.4% $104.5 82.4% 13.6% $771.1
1998 $1,551.0 27.3% $120.0 14.8% 13.9% $861.4
1999 $1,867.2 20.4% $141.7 18.1% 15.5% $916.7
2000 $2,360.4 26.4% $179.6 26.7% 17.3% $1,038.8
2001 $1,079.3 -54.3% $74.1 -58.7% 7.6% $970.9
2002 $908.8 -15.8% $59.1 -20.3% 6.1% $971.7
2003 $1,069.4 17.7% $69.4 17.4% 6.8% $1,020.8
2004 $1,526.9 42.8% $104.9 51.2% 9.2% $1,146.0
2005 $1,960.3 28.4% $137.0 30.6% 11.3% $1,208.7
2006 $2,280.2 16.3% $162.5 18.6% 12.6% $1,289.1
2007 $2,470.3 8.3% $177.9 9.5% 13.0% $1,369.6
2008* $1,010.3 -59.1% $64.1 -64.0% 5.0% $1,268.8
2009* $959.8 -5.0% $60.6 -5.5% 5.3% $1,148.6
2010* $1,027.0 7.0% $65.2 7.7% 5.6% $1,168.5
2011* $1,098.9 7.0% $69.7 7.0% 5.8% $1,211.5
2012* $1,176.0 7.0% $75.5 8.2% 6.1% $1,245.8
2013* $1,258.2 7.0% $81.8 8.4% 6.2% $1,309.5
* Represents Projections
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The major differences from the assumptions included in the May 2009 forecast are:

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

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

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

C. Corporate Profits

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

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

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

2008 2009 2010 2011 2012 2013

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

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

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

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

E. Legislative Changes

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

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

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

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

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

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

A. General Fund

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

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

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

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

FY09
Actual FY10 FY1l FY12 FY13
Current Forecast $2,811,368,295 | $2,856,672,022 | $2,897,906,844 | $2,939,347,762 | $3,035,880,679
Annual % Growth -9.0% 1.6% 1.4% 1.4% 3.3%
Net Increase (Decrease) ($209,427,300) | ($174,192,413) | ($164,752,815) | ($146,876,612)
Revised Forecast $2,811,368,295 | $2,647,244,722 | $2,723,714,431 | $2,774,594,947 | $2,889,004,067
Annual % Growth -9.0% -5.8% 2.9% 1.9% 4.1%
Summary of Revenue Revisions by Major Revenue Category

Sales and Use Tax ($41,299,662) | ($37,565,833) | ($30,155,311) | ($19,060,080)
Individual Income Tax ($166,824,369) | ($134,262,023) | ($133,555,147) | ($126,200,720)
Corporate Income Tax ($26,651,578) | ($24,548,643) | ($25,203,429) | ($26,818,783)
Cigarette and Tobacco Tax $2,258,197 $2,039,384 $1,542,892 $1,588,486
Estate Tax ($531,543) ($206,299) ($850,026) |  ($1,142,098)
Other Taxes and Fees $3,761,155 ($1,317,879) ($1,020,112) ($700,777)
Fines, Forfeits and Penalties ($11,358,009) ($13,137,358) ($13,137,358) ($13,137,358)
Income from Investments ($1,140,326) ($169,053) ($169,053) ($169,053)
Transfer to Tax Relief Programs $4,893,636 $6,415,208 $9,076,107 $10,838,630
Transfer to Municipal Rev. Sharing $11,204,406 $10,092,712 $9,493,987 $8,741,870
Other Revenues $16,260,793 $18,467,371 $19,224,635 $19,183,271
Total Revisions - Increase (Decrease) ($209,427,300) | ($174,192,413) | ($164,752,815) | ($146,876,612)
Other Taxes and Fees Detail:

- Corporation Fees & Licenses ($1,508,672) ($2,080,672) ($2,080,672) ($2,080,672)

- Milk Handling Fee $4,446,976 ($365,632) ($319,928) ($319,928)

- Parimutuel and Gaming Revenue $996,605 $1,237,119 $1,491,364 $1,810,699

- Other Miscellaneous Taxes and Fees ($173,754) ($108,694) ($110,876) ($110,876)
Other Revenue Detail:

- Targeted Case Management (HHS) $6,633,983 $8,457,415 $7,892,788 $7,892,788

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

- Tourism Transfer $168,568 $266,039 $166,590 $106,414

- Transfer to Maine Milk Pool $0 $0 $1,695,144 $1,695,144

- Transfer to STAR Transportation Fund ($80,342) $114,934 $108,820 $127,632

- Other Miscellaneous Revenue $11,688,584 $11,778,983 $11,511,293 $11,511,293

B. Highway Fund

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

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

Highway Fund Summary

FY09 Actual FY10 FY11 FY12 FY13
Current Forecast $324,242,149 $312,741,439 $308,694,108 $314,447,011 $320,266,617
Annual % Growth -1.2% -3.5% -1.3% 1.9% 1.9%
Net Increase (Decrease) ($7,253,264) ($7,067,777) ($7,590,576) ($8,811,576)
Revised Forecast $324,242,149 $305,488,175 $301,626,331 $306,856,435 $311,455,041
Annual % Growth -1.2% -5.8% -1.3% 1.7% 1.5%
Summary of Revenue Revisions by Major Revenue Category
Fuel Taxes ($5,013,500) |  ($4,819,250) |  ($5,540,750) |  ($6,761,750)
Motor Vehicle Registration & Fees ($1,630,701) ($1,544,383) ($1,264,107) ($1,264,107)
Inspection Fees ($110,887) ($110,887) ($165,887) ($165,887)
Fines, Forfeits and Penalties ($50,000) ($50,000) ($50,000) ($50,000)
Income from Investments ($58,615) ($153,696) ($153,696) ($153,696)
Other Revenues ($389,561) ($389,561) ($416,136) ($416,136)
Total Revisions - Increase (Decrease) ($7,253,264) ($7,067,777) ($7,590,576) ($8,811,576)

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

C. Fund for a Healthy Maine (FHM)

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

Beginning in FYO06, total payments under the MSA have been affected by legal proceedings
under the MSA regarding certain disputed payments by the participating manufacturers. At that
time, some participating manufacturers chose to withhold, or place into an escrow account, the
portion of their payment amounts that was the subject of these disputes. The estimated amount of
withholding has been reduced producing an increase to the revenue estimates in FY10 that
partially offsets the effect of the other forecast adjustments. This forecast still assumes that
Altria/Philip Morris, consistent with past practice, still makes its full payments under the MSA
and will not withhold or place into escrow disputed payments as other participating
manufacturers have done. While there have been no indications of any change in policy, this key
assumption introduces substantial risk to the forecast as a decision by Altria/Philip Morris to
withhold this coming April would result in a reduction in total payments of an estimated $1.7
million.

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

Fund for a Healthy Maine Summary

FY09 Actual FY10 FY11 FY12 FY13
Current Forecast $68,409,736 $59,654,050 $57,094,004 $62,802,729 $62,590,944
Annual % Growth 10.3% -12.8% -4.3% 10.0% -0.3%
Net Increase (Decrease) $521,643 $222,282 $1,156,892 $864,774
Revised Forecast $68,409,736 $60,175,693 $57,316,286 $63,959,621 $63,455,718
Annual % Growth 10.3% -12.0% -4.8% 11.6% -0.8%
Summary of Revenue Revisions by Major Revenue Category

Tobacco Settlement Payments:

- Base Payments ($540,163) ($867,377) ($111,090) ($469,991)

- Strategic Contribution Payments $383,708 $316,672 $340,096 $216,940
Racino Revenue $685,860 $791,908 $941,504 $1,129,067
Income from Investments ($7,762) ($18,921) ($13,618) ($11,242)
Total Revisions - Increase (Decrease) $521,643 $222,282 $1,156,892 $864,774

D. MaineCare Dedicated Revenue Taxes

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

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

Medicaid/MaineCare Dedicated Revenue Taxes Summary

FY09 Actual FY10 FY11 FY12 FY13

Current Forecast $138,029,363 | $140,725,802 | $140,821,696 | $140,919,988 | $141,020,738

6.0% 2.0% 0.1% 0.1% 0.1%
Net Increase (Decrease) ($2,398,548) ($3,265,891) ($3,364,183) ($3,464,933)
Revised Forecast $138,029,363 | $138,327,254 | $137,555,805 | $137,555,805 | $137,555,805
Annual % Growth 6.0% 0.2% -0.6% 0.0% 0.0%

Summary of Revenue Revisions by Major Revenue Category

Hospital Tax ($862,348) ($862,348) ($862,348) ($862,348)
Service Provider Tax (PNMIs) ($1,536,200) ($2,403,543) ($2,501,835) ($2,602,585)
Total Revisions - Increase (Decrease) ($2,398,548) ($3,265,891) ($3,364,183) ($3,464,933)

I11. CONCLUSIONS

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

General Fund




Source

Sales and Use Tax

Service Provider Tax

Individual Income Tax

Corporate Income Tax

Cigarette and Tobacco Tax
Insurance Companies Tax

Estate Tax

Other Taxes and Fees *

Fines, Forfeits and Penalties
Income from Investments

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

Total - General Fund Revenue

GENERAL FUND REVENUE
REVENUE FORECASTING COMMITTEE RECOMMENDATIONS - DECEMBER 2009

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

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

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

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

(383,619,713)

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

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

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

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

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

IF&W Total Revenue ***

GENERAL FUND REVENUE
REVENUE FORECASTING COMMITTEE RECOMMENDATIONS - DECEMBER 2009

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

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

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

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

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

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

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

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

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

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

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

98.8%
103.8%
N/A
101.8%

-102.1%



GENERAL FUND REVENUE
REVENUE FORECASTING COMMITTEE RECOMMENDATIONS - DECEMBER 2009

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

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

** Detail of Other Revenue:

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

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

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

IF&W Total Revenue *** 22,303,940 8.4% (114,023) 22,189,917 7.8% 23,175,138 3.9% (114,023) 23,061,115 3.9%
*** |F&W Revenue is a component of the Other Revenue line but is not included in the Detail of Other Revenue because it includes Other Revenue classified above.
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GENERAL FUND REVENUE
REVENUE FORECASTING COMMITTEE RECOMMENDATIONS - DECEMBER 2009

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

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

** Detail of Other Revenue:

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

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

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

General Fund - Sales and Use Tax

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

Summary of Recommended Changes:

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

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

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

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

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

General Fund - Service Provider Tax

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

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

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

Summary of Recommended Changes:

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

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

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

General Fund - Corporate Income Tax

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

Summary of Recommended Changes:

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

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

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

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

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

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

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

General Fund - Estate Tax

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

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

FY11 and on.

Revenue Forecasting Committee - December 2009 Report

Appendix A - General Fund Summary




General Fund - Other Taxes and Fees

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

General Fund - Fines, Forfeits and Penalties

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

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

General Fund - Income from Investments

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

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

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

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

Summary of Recommended Changes:

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

General Fund - Transfers to Tax Relief Programs

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

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

General Fund - Transfer to Municipal Revenue Sharing

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

Summary of Recommended Changes:

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

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

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

General Fund - Detail of Other Taxes and Fees

Property Tax - Unorganized Territory

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

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

Summary of Recommended Changes:

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

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

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

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

Public Utilities Taxes

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

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

Summary of Recommended Changes:

No changes are recommended in this forecast.
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Milk Handling Fee

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

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

Parimutuel and Gaming Revenue

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

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

National Gaming.

Boat, ATV and Snowmobile Fees

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

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

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

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

Other Miscellaneous Taxes and Fees

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

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

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

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

FY10
($32,594)

FY11
($32,594)

FY12
($73,376)

FY13
($73,376)
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Liquor Sales and Operations

General Fund - Detail of Other Revenue

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

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

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

State Cost Allocation Program

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

Summary of Recommended Changes:

No changes are recommended in this forecast.
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Unclaimed Property Transfer

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

Summary of Recommended Changes:

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

Tourism Transfer

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

Summary of Recommended Changes:

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

Transfer to Maine Milk Pool

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

Summary of Recommended Changes:
These adjustments are based upon the latest milk pricing forecast prepared by Agrimark. A statutory upper limit on the distributions was set for the 2010-2011 biennium
resulting in no change in the current biennium,
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Transfer to STAR Transportation Fund

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

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

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

Other Miscellaneous Revenue

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

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

Health and Human Services - Cost Allocation (2698)

FY10
$1,384,793

FY11
$1,384,793

FY12
$1,384,793

FY13
$1,384,793

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

Conservation - Parks and Lands - Park Fees (2610)

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

FY10
$10,000

FY1l1
$122,000

FY12
$0

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

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

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

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

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

BETR - Business Equipment Tax Reimbursement

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

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

pment Tax Reimbursement

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

Summary of Recommended Changes:

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

Highway Fund




Source

Fuel Taxes

Motor Vehicle Registration & Fees
Inspection Fees

Fines, Forfeits and Penalties
Income from Investments

Other Revenues

Total - Highway Fund Revenue

REVENUE FORECASTING COMMITTEE RECOMMENDATIONS - DECEMBER 2009

FYO05 Actual

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

13,728,627

326,078,155

% Chg.

3.7%

2.5%

-9.5%

-20.9%

100.1%

44.5%

4.5%

HIGHWAY FUND REVENUE

FYO06 Actual

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

9,294,574

326,546,157

% Chg.

0.5%

3.6%

2.7%

19.2%

27.3%

-32.3%

0.1%

FYO07 Actual

226,824,018
87,291,874
4,342,519
1,668,000
1,105,987

9,588,686

330,821,083

% Chg.

2.4%

-0.4%

-0.7%

-7.8%

-39.7%

3.2%

1.3%

FYO08 Actual

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

9,712,051

328,136,579

% Chg.

-0.7%

-1.4%

-3.4%

4.8%

4.2%

1.3%

-0.8%

FYO09 Actual

21

9

32

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

480,419

9,816,188

4,242,149

% Chg. FY 09 Budget

-4.0%

6.7%

-3.2%

2.1%

-58.3%

1.1%

-1.2%

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

9,401,872

325,149,640

FY 09
Variance

(1,027,711)

(367,827)
61,557

(9,852)
22,027

414,316

(907,491)

% Var.

-0.5%

-0.4%

1.5%

-0.5%

4.8%

4.4%

-0.3%
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HIGHWAY FUND REVENUE
REVENUE FORECASTING COMMITTEE RECOMMENDATIONS - DECEMBER 2009

Source FY10 Budget % Chg. Recom. Chg. FY10 Revised 9% Chg. FY11Budget % Chg. Recom.Chg. FY11Revised % Chg.
Fuel Taxes 220,305,526 1.9% (5,013,500) 215,292,026 -0.4% 214,525,466 -2.6% (4,819,250) 209,706,216 -2.6%
Motor Vehicle Registration & Fees 77,674,394 -15.5% (1,630,701) 76,043,693 -17.2% 79,263,797 2.0% (1,544,383) 77,719,414 2.2%
Inspection Fees 4,157,802 2.5% (110,887) 4,046,915  -0.3% 4,158,186 0.0% (110,887) 4,047,299 0.0%
Fines, Forfeits and Penalties 1,795,049 0.6% (50,000) 1,745,049 -2.2% 1,795,049 0.0% (50,000) 1,745,049 0.0%
Income from Investments 203,237  -57.7% (58,615) 144,622 -69.9% 232,833 14.6% (153,696) 79,137  -45.3%
Other Revenues 8,605,431 -12.3% (389,561) 8,215,870  -16.3% 8,718,777 1.3% (389,561) 8,329,216 1.4%
Total - Highway Fund Revenue 312,741,439  -35% (7,253,264) 305488175 -5.8% 308,694,108  -1.3% (7,067,777) 301,626,331  -1.3%
Change in Biennial Totals (14,321,041)
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HIGHWAY FUND REVENUE
REVENUE FORECASTING COMMITTEE RECOMMENDATIONS - DECEMBER 2009

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

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

Highway Fund - Fuel Taxes

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

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

forecast period.

Actual and Projected Tax Rates

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

Gasoline Tax

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

Revised Forecast $0.295 $0.300 $0.307
Special Fuel Tax

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

Revised Forecast $0.307 $0.313 $0.319

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

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

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

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

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

Highway Fund - Fines, Forfeits and Penalties

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

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

Highway Fund - Income from Investments

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

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

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

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

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

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

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

Fund for a Healthy Maine




FUND FOR A HEALTHY MAINE REVENUE

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

Source FYO05 Actual % Chg. FYO06 Actual

Tobacco SettlementPayments:

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

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

% Chg. FYO07 Actual

-8.2%

N/A

36.5%

-82.2%

-4.5%

47,113,687

3,538,805

297,803

217

50,950,512

4.7%

99.8%

138.7%

453.5%

8.6%

% Chg. FYO08 Actual

47,679,747
10,539,443

3,735,774
64,695

25,080

62,044,739

% Chg.

1.2%
N/A

5.6%
-78.3%

N/A

21.8%

FYO09 Actual

52,579,385
10,799,369

4,981,163
49,819

0

68,409,736

% Chg. FY09 Budget

10.3%
2.5%

33.3%

-23.0%

N/A

10.3%

52,579,383
10,799,369

4,861,020
33,982

0

68,273,754

FY 09

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

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

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

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

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

Tobacco SettlementPayments:

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

Other Income **

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

Change in Biennial Totals 743,925

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

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

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

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

Other Income **

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

Change in Biennial Totals 2,021,666

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

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

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

Fund for a Healthy Maine - Tobacco Settlement Payments

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

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

Fund for a Healthy Maine - Racino Revenue

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

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

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

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

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

Medicaid/MaineCare
Dedicated Revenue Taxes




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

FY 09

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

Change in Biennial Totals

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

*** The MaineCare service provider tax was expanded in FY06 to include: community support services (effective 6/29/05), day habilitation services (effective 7/1/05), personal support services (effective 7/1/05) and
residential training services (effective 7/1/05).
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MEDICAID/MAINECARE DEDICATED REVENUE TAXES
REVENUE FORECASTING COMMITTEE RECOMMENDATIONS - DECEMBER 2009

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

Institutions (PNMIs) *

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

Change in Biennial Totals (5,664,439)

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

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

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

Medicaid/MaineCare Dedicated Revenue Taxes - Hospital Tax

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

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

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

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

Medicaid/MaineCare Dedicated Revenue Taxes - Nursing Facility Tax

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

Summary of Recommended Changes:

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

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

Summary of Recommended Changes:

No change recommended.
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Summary

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

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

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

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

The table below provides the forecast’s major indicators.

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

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

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

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

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

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

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

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

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

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

Maine Department of Labor

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

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

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

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

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

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

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

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

Maine Revenue Services

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

Historical Background and Methodology of Maine’s Revenue Forecasting Process

History

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

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

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

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

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

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



Methodology

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

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

-Major revenue sources directly tied to economic activity

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

-Minor revenue sources

Major revenue sources tied to economic forecast

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

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

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

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



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

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

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

Length of Forecast

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



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

Current Tax Law

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

Forecast Schedule

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

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

Office of the State Controller



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
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Job Market Will Be Very Slow to Recover

Change in payroll employment from cyclical peak, %
! /
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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
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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
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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
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Recent Performance, The most stable
region of the country woday is the farm bele, if
- recession has already come to an end in any
of the states, this has most likely occurred in
the Dakotas, Nebraska, lowa and Montana.
They do not account for a large part of the
L1.5. econonyy, but they represent the portion
of the economy that has not suffered a deep
housing downturn. Further, income growth
remains vibrant because of the relatively high
prices of the region’s many farm and mineral
commodities. Thus, state fiscal conditions are
also the most stable in this area.

The weakest regions are the industrial
Midwest and the West. The West still suffers
from a housing downturn, as prices have
not leveled off yet. The Midwest is working
through the restructuring of the auto
industry and losses among other durable
goods producers. The extreme slackmess of
the labor markets i these regions is evident
in unemployment rates that are among the
highest in the naton. Further, labor market
slack in these vegions is expanding the
fastest, as evidenced by a comparison of the
number of unemployed with the number
of new job openings. White monthly job
openings in the Northeast and South are
down by about 30%, they are down by
close to 45% in the Midwest and West.

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

Recovery, Areas that will be the first to
rerurn to positive joby growth will be those
already mentioned i or near the Plains
region that had litde or no housing cycle and
that stand to benefit from renewed firmmess
in commedity prices. Other regions with
some near-term potential are those with high
exposure to rebounding export markets. The
weak dollar and accelerating economies in Asia
and Latin America generate support for tech-
producing areas such as Silicon Valley, Austin,
Washington DC, and Boston, among others.
Strong global demand for semiconductors and
telecommunicatons equipment and other
electronics is an indicadon of firming global
- investment spencling. Makers of core capital
goods in parts of the Midwest and Southeast
also stand to benefit as global demand
picks up for induseial machinery, electrical
equipment, and advanced farm machinery.

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

Housing. The pace of recovery will
be hindered by deeply correcting housing
markets in California and the Southwest and
in Florida. Although downward pressure on
housing prices remains nearly everywhere
as the pipeline of mortgages heading toward
foreclosure is filling in all regions, the impacr
is the greatest in these areas, given that they
were the most overestended during the boom,
Comparing California with Florida, however,
illustrates some differences that raise the
probability that Florida’s housing recovery wilt
lag behind California’s, where several factors
indicate stronger underlying fundamental
demand. California’s population growth is
stable near 1% per year, while according to
estimates from the University of Florida,
Florida’s population count may actaally be
falling, The long penod of extremely high house
prices in California had generated pent-up
demand. Affordability was less of an issue in
Florida. Finally, California’s housing market has
much less dependence upon investors or retiree
buyers, who may very well have capital ted up
in homes elsewhere that they are unable to sell.

Elevated risks for house price declines
also remain in the Greater New York area
and in the Pacific Northwest, where price
downturns have been late in coming and
affordability remains poor. The pace of price
declines and the timing of a bottom of these
markets will depend wpon job and income
growth, Risks to the labor market in Seattle
are to the downside, as profizability in the
commercial aerospace industry is poor and
furure payroll cuts are still possible. Weak
incomne growth in New York has taken the
steam out of its housing market, and while
employment is falling, its labor market
downtum has not been as severe as expected
hecause hiring among wealth management
firms has offset some cuts in securities and
banking, Risks here remain to the downside.

Outlook. The earliest retum w0 growth
will appear in the central Plains and the
Southeast, exchuding Florida. Global
demand for commodities, veplenishment of
invenrories, and export trade fend support
to these areas, which are experiencing a
relatively mild business cycle. Education
and healthcare support the Midwest and
the Northeast, but within these regions,
restructuring of the auto industry and
financial services will delay the visible return
to growth via new job creation.

Risks. A number of uncerainties clond
the near-term outlook. The delay of regulatory
reform for financial services may hinder
the willingness of the industry to take on
new visk or to expand its payrolls. And of
cowrse, if there is a change in the regulatory

environment that results in more cautious

business planning, centers of financial services
may face a longer period of slow growth.

More broadly, there is a risk that a
number of industries that aggressively
expanded across mary metro areas, both
large and small and in ali regions, may
pull back to the metro areas where their
comparative advantage is the greatest, This
has the potential o introduce a return o
greater varfatdon of economic performance
acvoss the regions of the counmry, Financial
services may very well reconcentrate in places
such as New York, San Francisco, Chicago,
and other tradidonal financé centers. Slower
consumer spending could mean secondary
centers of transport and wareliousing never
regain their vitality. Retailing, similarly, may
no longer be a generator of jobs in many
small to midsize areas unless population and
demographic wrends warrant it.

The resurgent growth of China, India, and
other developing economies could generate
unexpected upside potential, particularly if
the dollar falters further in coming quarters.
Makers of technology products and services
would benefit. But it could extend beyond
this over the long termto inject additional
comparative advantage to industries such
as cornmercial aerospace in Seattle and its
suppliers in Souther California, the Midwest
and New England. 1t also generates upside
potential for the many manufacturers in the
Midwest and Southeast, where export market
penerzation yose sharply during the past
business cycle.

Steven G. Cochrane

October 2009
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West and Midwest Johless Rates May Linger Longer
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The outlook for unemployment looks grim nearly everywhere as
the number of jobless rises and the number of job openings falls.
But the spread between the two is by far the greatest in the Midwest
and the West, where some of the highest unemployment rates have
already been reached. California’s 12.2% unemployment rate is a
record high for the state. The nation’s highest rate of 15.2% is in
Michigan. The fact thar this is not a record high for the state is testi-
mony to how bad its economy fared during the early 1980s as well.
Gaps between local and national unemployment rates will remain
wide for longer in much of the West and Midwest.

Household Debt Management Improving Fastest in the West..,

200
190 4 First morigages 30 or 60 days delinquent P
Index: Jan 2007=100 f We_s?’“\\
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The worst of the household credit crisis may be over, particu-
larly in the West, where delinquency rates were among the highest.
New delinguencies on mortgages are falling, but a bit less rapidly
in the South and Midwest. The fact that the Northeast is the outlier
is due in part to the late tming of the region’s housing cycle, at
least around Greater New York. It is also evidence of the region’s
weak income growth since the beginning of this year because of the
restructuring in financial services. The West benefits from the early
timing of its housing downturm and the resulting newfound hous-
ing affordability.

Home Sales Have Picked Up int All Regions

120
Sales of existing single-family homes

Jan 2007=100
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No regionai economy will achieve reasonable growth untl the
housing market stabilizes. Since midyear—earlier in the West, where
prices fell very quickly—home sales have been slowly rising. Low
prices, ample inventory, low interest rates, and the federal tax credit
for first-time homebuyers are working to support housing markets to
some degree everywhere. Homebuying will generate some mulriplier
eflects through the regional economies as homes are repaired and
furnishings bought. The effect will be moderate compared with the
boom years, however, since home improvements will have to be -
nanced with savings rather than equity and credit cards,

...But Pipeiine of Foreclosures Remains Full Everywhere
800

First morigages 90+ days definquent of in default
Jar 2007=100

700 e
| Sources: Equifax, Moody's Economy.com /v:r:sg
BOO : —
_ _ 7
500 4 :
/ S'outh;
400 — e

= !

™ «
00 / el MQ
200 / i / )

P idwest

106 4+

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

4 Inventory cycle, Industrial production
may rebound more rapidly than lorecast
as the inventory cycle turns from sharply
negative to positive for growth. The
moderation in the pace of inventory cuts in
the second half of 2009 will not be isolated
to autos, and could provide a bigger support
to GDP growth than expected. The decline
in real business inventories over the frst
six months of 2000 was the steepest in 60
years, setting the stage for a possibly stronger
second-half rebound. One important payoff
of the rebound in industrial production is
that it could ease manufacruring layoffs more
guickly than forecast,

4 Politieal will. Tmplicit in the forecast
is the assumption that policymakers will take
the actions necessary to support the economy
and ensure that a self-sustaining recovery
takes hold, bur the risk of a policy misstep
exists. Enhanced unemployment insurance
benefits are set to expire at the end of
December, and the Senate has not approved
a bill to extend them. Meanwhile, the Federat
Reserve is expected to keep interest rates
unchanged until the second half of 2010, bue
if the central bank succumbs to the pressure
to begin exiting, it will increase borrowing
costs, which could short-circuit the recovery.

4 Spending support. Consumer spending
excluding autos is extremely weak hecause of
all the stresses on household finances. Alse,
federal prograrzs to stimulate sales of vehicles
and homes have either already expired or will
expire later this vear, removing key supports.
While cash for clunikers drove vehicle sales
temporarily above an annualized pace of 14
million units, removal of the federal incentive
caused sales to retreat to below 10 miilion,
and additional declines cannot be ruled

- Forecast Risks =

out. This payback could weigh move than
anticipated on real consumption in the fourth
quarter, which is already forecast 1o decline
0.4% at an annualized rate.

+ Dollar. A larger than anticipated
depreciation in the U.S, dotlar would
complicate matters for the global economy
and increase the risk that inflationary
pressures build more quickly than
anticipated. After peaking in the first guarter,
the Federal Reserve’s broad dollar index has
fallen by more than 10% as risk appetites
and the global economy have improved.
While the weak dollar is a positive for U.S,
exporters, it could slow the recovery in other
economies. Also, the depreciation in the
doilar lends some upside risk to the forecast
for subdued nearterm inflaton. The dolar is
expected to fall broadiy throughout 2010, but
a sharper decline would drive prices for dollar-
denominated commaodities higher, putting
upward pressure on infladon.

+ Foreclosures. Rising foreclosures
threaten to overwhelm the Obama
administration’s mortgage mitigation efforts
and could extend the recession. Without
further govenument acdorn, morigage loan
defaults—the first step in the foreclosure
process—will reach 4 miflion this vear, or
nearly one in 12 first mortgages. Also, there
is ayisk that the Fed will prematurely end its
cornmitment to purchase Fannie and Freddie
mortgage seciities, whichi would drive
mortgage rates and foreclostires higher A larger
than expected increase in delinquencies and
defaults could lead to a larger than anticipated
decline in house prices, while also putting the
improvement in financial markets at risk.

¥ Labor market. The forecast is for the
labor market t bottom in the first half of
2010, with the unemployment rate zising
above 10%, but job losses could be even
larger than expected. Forward-looking labor
market indicators vemain weak with inidal
jobless claims abeve 500,000, employment in
temporary services still declining and hours
worked falling to a record low in September.
Businesses need to start hiring if the labor
market is 1o improve. However, businesses
may be more cautions than anticipated,
delaying the recovery. Also, preliminary
estimates for the March 2009 benchmark
revisions showed that on top of the 7.2 million
jobs lost since the beginning of the recession,
another million will be tacked on. If the labor
market improves more slowly than expected,

the forecast for modest declines in real
spending in the fourth quarter of this year and
the first quarter of 2010 may be too optimistic.
¥ Energy prices. O prices could increase
more quickly than expected, putting upward
pressure on headline inflation and reducing
household purchasing power. The price of a
barrel of West Texas Intermediate crude has
firmed since the beginning of August hut
has doubled since the end of 2008. Oilis
expected to remain near $70 through the rest
of 2009 and average $75 next year. Market
expectations for a stronger recovery combined
with a weaker dollar could drive prices higher
than expected, raising costs for gasoline and
home heating o], pulling down consumer
spending on other items,

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

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

more freely between banks and creditworthy
borrowers. The forecast assumes a loosening
int lending standards, bt if this does not
matetialize, the housing downtum would be
extended, perhaps pushing the economy back
into Tecession.

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

+ Fiscal conditions. Washington's
eroding fiscal sittation threatens long-term
economic growth, and there is preat risk that
budget deficits In ihe fuiure could be much
targer than expected. The stimulus package
passed earlier this year was necessary but
will result in budget deficits of more than §1

rillion for the next few years. With costs for

Medicare, Medicaid and Social Security set to

| increase substantizlly in coming vears as baby

boomers retire, policymakers will have o
make very difficult decisions about long-run
taxes and spending,

Ryan Sweet

October 2009
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D Full forecast detail can
be found under the

Précis Macro publication
at WWW.IMyeconomy.com

| Natlo'nal_ Income and Proiduct--. A'Ccounts'“;

o ) 08Q3 08Q4 09Q1 09Q2 2004 2005 2606 2007 2008
Composition of | Economlc ‘Aetivity, S : o
Gross Domestic Product 13,3246 13,141,9 12,925.4 12,9015 12,2638 12,6884 12,9763 13,2540 13,3122
Change. oar T TSR SIS S
Final Sales . 13,354,313 13,0558 13,0778 12,1982 12,5884 12,9171 13,2343 13,3412
Change ] __‘,29-___ 4.1 0.7 32 . 32 2.6 25 08
Final Domestic Sales 13,8280 13,6549 13,4327 13,401.4 12,8868 13,3112 13,6465 13,8819 13,3208
Change 2749 64 - 36 33 25 0.
Consumptmn bew$ 9,267.7 91953  9,209.2 9, 8,582.7  B,8190  9,073.5
Change %AR 5 0.6 -0, 8.5 3.4 A
Durables, bow$ C L0872 10747 L,0SLO | 1,1055  1,150.4
Change %AR 3.9 66 52 41
Motor Vehicles bow$§ 3118 411.3 4086  396.6
Change. %AR - 67T 63 15 04 32
 Nondurables bews 20355 20257 19046 19684 20238
Change 19 B2 34 28 25
_Services 60760 60788 55776 67451 5,899.7
Change -0.3 ‘
' Investment

Tixed In"estmem . bewd JL687.5 - 16319
. Change o JeAR L2302 880 128
i \Tonremdentml ~ bew§ 1,4968,1 1,321.2 1, 2884
Change ~ . S AR LooAgd o882 88
Structures ] o - bews 4840 4194 400.0
. Change L LRAR T2 436 17,3
. Equipment PR - . bew$ 9937 BBTB  BU6S
Change . o .. . .BAR 259 364 49
_Residential o bows 4150 | - 3679 3444
Change _ %AR . -232  -382 232
Single-Family . bews 1494 1128 963
Change . . . LBAR 428 674 4TI
Multifamily o .. bews .. 343 281
.. .Change o . S AR 288 . 887
. Other L. o bow§ 2210 209.5
Change %AR. 6.3 13! -6.2
Inventory Change = . _  bew$ 374 1139 1602
_Nonfarm 1Y S 2L -163.1
Farm B TS ¢ 2.2
Trade
Net Exports S o cA10.9 3865 L 2BELT 4848
. Exports . 1,5880 1,562
. Change
Merchandise
. Change
Bervices
.. .Change
Imports
_Change )
Merchandxse
Change
Services

Change

Ekbenditures and Investment

Change %AR
Federai Defense bewd
Change _ _%AR
Federa! Nondefense bcw$
Change AR
State & Local _ bew§
Change
NIPA Bagis §:1 3 . 969,
Unified Budget b3, -448.9

Units: bow = billions of chain-weighted 2003 dollars; b05% = billions of 2005 dollars; wi05§ = wrillions of 2005 dollars
Units: ths = thousands; m = millions; b = billions; o = uillions; % = percent change; %YA = percent change year 2go; %AR = percent annvalized rate; SAAR = seasonally adiusted annualized rare
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o Full forecast detail can’

be found under the
Précis Macro publication
al www.inyeconomy.com

X ,_.an_d Product Accounts

09Q4 18q1 10Q2 2009 2010 2011 2012 2013

GFOSS D(m 95“‘3 Product . e bowd 13,0022 13,0815 13,1186 13,177.3
. Change . e L BAR
Final Sales e . . bowd
Change . . P BAR
Final Domestm Sales bews§
Change

. 13, 12,9776 13,2259 13,7378 14,4591 14,973.6
g o B 11 L8 . 25 L8 39 53 a6
J1311L1 18,1254 13,1743 13,0807 13,222.0 13,7215 14,450.2 14,9763
0.1 04 15 49 Lo SIS St S - X
13,4478 13,4648 13,5146 134317 13,5582 140239 14,7264 152605
Ol 0.5 1.5 X SN N S .

P_‘ rsonal Exgp
Consumptmn
Change
Durables
Chan,ge )
Moter Vehlc]es
. Change
\Iondumbles
‘ Char_tge .
Bervices
Change -

9,234.9 9,562.2 10,0135 10,3818
.30 AT AT
1,156.5  1,238.1 12756
AT . 71. R 0
3709

9,237.3  9,254.4
ol o7
L0977 1,098.5
0803
3420 3389
Ll ae
2,025.8  2,030.3
04 09
61010 61128

2,002.2
e

6,300.7.
2.9

gi}i’estment’

Fixed Investment
Chamge
Nonresideﬂtzal

C1837.0 11,6459 1,797
Lo ige a8 82
1,282.0  1,263.7  1,340.1 t44.5 1,503,
LASS L4 68 18 . 4
3904 38B5 3848 4350
LoA%8 . 88 &8 130
8791 8963 9433 9976 10181
AR &0 82 58 2]
3560 383, 0._ L 4B7.8 8615 800
. "2Ir.1,. .
1085
88
27.1
B+ 5 SUNY %SO - S £ 0 S A/
2089 211.0 2322 24432 256
LT
..... -96. 5

Structures ‘
| Change
Equipment
Change
) Resadentzal
Change ‘
Single-F amﬂy
Change )
- Multifamily
. Change
Dther
. Change
Inventory Change
Nonfarm
Farm

Trade_ R
Net Exports
. Bsports

. 23403 3461 -386.2  -3024 0 2781 28432
14625 14248 14769 16281 1.8
88 Aa2e o &7 102
LBTRT 8488 9802 1,0843 1.2
e 82 s 88 106
4894 4766 4863 b4Z4
J— 7‘6 e "’ g.... . 39 9" .
18028 1,770.8  1,813.0 1 980 4
5 a0 -16‘6‘ a4 6.5
L4465 | 1,4263 14545 15625
o5l 3.3 20 6.7
- 385.3 - 343. 3576 3171

54

Services
Ch nge
Imports o
Change
) '\ﬁerchandlse
Change
Services
Change

Government: . . . . 'EE B
Expenditures and Investment bew$ 2,680.4  2,50898.2
Change _ o %AR
F eder_al Defgns_e ‘ bew§
Change o . %AR
Federai Nondefense . bew§

627.0 9 26621 27052 2,773.2
.29 L9 24 20 . 24 12 16 25
7015 7085 706.8 8917 7074 7164 7267 740.2
28 LI 1.9 49 2.3 L3 14 1.9
3335 8363 3405 3289 3421 3562 383.5
36 54 51 A0 40 41 R X
6. 1,567.0 15742 15825  1,550.9 15833 1,592.3 1.6114 1,652
20 18 06 12 25

) _(}B'\(iernment:"ﬁaiﬁ‘.n.‘{e L oERn g
NIPA Basis . e b%
Umﬁed Budgst o b&

13387 13850 -1420.0  -1,2291 -1487.4 L5665 16873 -1,7287
4585 5494 618 16326 -1.3633 8600  -6614 5179

Units: bew = billions of chain-weighted 2005 dollars; h05$ = hillions of 2005 dollars; tri05$ = willions of 2005 dollars
Units: ths = thousands; m = millions; b = billions; tri = uiflions; % = percent change; %YA = percent change year age; %AR = percent annualized rate; SAAR = scasonally adiusted annualized tate
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D Full forecast derat! can
be found under the

Précis Macro publicadon
Al WWW.INYeconomy. com

-.--;'Consumers L

08Q3 03Q4 08Q1 08Q2 2005 2006 2007 2008

Medxan Household Income ‘ $ LoLB46 82022 52,071 52,402 44,334 46,326 48,201 60,238 51,703
Change. S WA e6 22 A7 18 28 4G 40 42 29
Personal Income, SAAR wi058 111 12 1.0 110 162 105 10 113 112
Change YA 14 06 20 24 53 25 46 28 -0d
Disposable Income, SAAR ' £ri05% 9.8 9.9 99 100 9.2 9.3 97 29 99
Change _ 9%YA 05 08 LG 04 84 L3 4.0 22 05
Dividends b$ 673.7  665.2 6021 5323 §48.3 8550  7HR2. 7661 6865
_ Change %YA 23 110 -159  -22.9 296 12 265 90 103
Interest b$ 13278 1,292.9 12434 12411 8602 987.0 1,127 1,664 1,308.0
Change ' %YA 23 23 47 60 88 147 142 123 43
Rent bs 2222 2367 2450 9620 1984 1782 1465 1449 2104
Change. %YA 49 409 367 298 28 .02 178 L1 452
Personal SavingRate % 22 88 37 48 34 14 24 1T 27
Househo]d Financia] Assets ‘7 o tr1$ _. 458 _ 42 Q “ 39 8_ ) 42 3 392 433 48{) 5.0.7.{ 480
o G mancieL e b e e e s e as
Consumor Gonfidence w00 w07 w9 ma sl w0 se w3 s
Consume . : B : S L o
Retall Sales & Focd Surv;ees 'b$ 44472 4,156.7 4,0987 ] {;,084 5 3,838.1 4, 0782 42945 4 430 8 4,403.9
Change | S WA 08 80 89 95 61 64 83 33 .07
Retail Sales & Food Services less Autos h$ 36865 34661 34199 34092 29707 53,1932 33946 35219 56164
Change WA 46 88 56 78 7L 75 63 89 25
Buﬂdmg Materlais Gal den Eqmp & Supply bs 3258 3075 o5 2901 297 3 ._ 326 8 3464 3354 322 4
Change | S WYA 19 69 87 -[20 . 128 100 5T 29 -39
General Merchandise  * .BS. 6014 5939 5081 5807 4955 6258 S6R5  BUT4  BUTI
Change | - 13 Lz -2l 57 60§z 45 34
Food & Beverage Stores B b§ 5944 5865 5863 8880 4956 5149 5343 5601 587.2
Change ) UYA 59 28 1.4 0.1 34 43 38 48 48
lothing & Clothing Accessories b8 2190 2062 2109 2064 1862 2006 2131 2237 2378
Change %YA - 2.0 TS5 53 76 60 60 62 40 -L7
Food Serwces & Qrinkmg Plaees ) _ . b$ ) _ 4563 _ 453 o 4593 _ 4«38 8 3710 393.2 418.2 438.1 452.2
Change | I 85 L7 30 12 6o 60 B4 45 82
Vehicle Sales, SAAR _ - m 128 105 %5 98 169 169 165 161 132
 Car Sales o m 6.7 5.4 4.8 4.9 75 77 18 16 68
 Light Truck Sales m 62 5.1 47 47 93 92 87 85 64
’fl;otal Fﬁlaxlcial Obligations Ratio % 18.5 185 18.4 18.6 179 18.4 _
" Homeowners . % w2 w2 170 166 163 170 112 174 112
Renters - % Cen0 Al 252 248 284 263 251 251 249

T(;.f;ﬂ Ete i At

Change %YA . ‘ 5 . |
Revolving tri$ 0.98 0,96 6.93 0.91 0.80 0.83 0.87 0.94 0.96
Change o %YA 5.9 19 22 57 41 28 50 73 19
Nonrevolving trid 1.60 1.60 1.6 158 1.89 1.46 1.61 1.58 1.60
Change %YA 21 1.4 0.5 L& §4 . 45 36 44 14

Unizs: how = hillions of ehain-weighted 20035 doliars, b03% = billions of 2005 doHars, wi05$ = willions of 2005 dollars
Unigs: ths = thousands; m = millions; b = billions; i = willions; % = percent change; %YA = pexcent change year ago; %AR = percent annuslized rate; SAAR = seasonally adjusted annnslized rate

Moady's Economy.com » www.economy.com « help@economy.com ¢ Précis MACRO « October 2009

G-18



Medmn chsehold Income . N 3

Pers_(_)_na_.l I_ncor.ne,'éAHAR . o trl[)oﬂi-_

Change . %YA

Dispp_s_able Incox;ae,_:SAAR £y 100$ ‘

Change _ %YA
Dividends _ ' b$
Change ' %YA
Interest | &
C‘har;gé_ _ . . %YA
Rewt -3

Houschold Financial Assets i

Change . WA

Consumer Confidence

Retall Sales & Food Servu:es
Retml Saies & Food Sewmes less Autos b%

Change o %YA

Building Materxals Garden Equip,, & Supply L

Change o %YA

GeneralMerchand1=;e o o ‘ _ b$

e - S W

Food & B@verage Stores o b$

Change _ R %YA

Clothing & Ciothmg Acbeasones _ b$

P

i*ood Servmes & Dunkmg Places . ~ b¥
Change ) S ua

Vehlc}e Sales, SAAR o o m
Car Sales ' ) . m

Total Financial Obligations Ratio %

Homeowners %

Renters . %

Units

YA

500.2
25.8

1 240 1

ié_‘.ﬁ

2800
'26'A__O_ _
33

443

3.4

4,197.3
56
3,444.0

289.1

~11.3
593.4
~13

592. 8
.”Q:'?. L

3085

AT
4584

04

115

53

17.9

165
24.5_

09Q4

2,782
S
s
-2.6

9.9

0.6
4984

2&1

12417

-4.0

290
17.9:

4,158.3

00

34371

-0.8

2052
-40_

18,0
166

246

10Q1

18

06

99

0.5
499.8

70

1,248.3
0,4
2794

‘136‘
‘S.z)l_

4,180.1

2.0

83,4510

o9
295 D
0.0

16Q2

53,159

14
110
-0.1
9.9
1.1
502.0
5.7

1,258.3

1.4

279.7

63
40
467

2009

%440

R

-22
9.9
0z

533.3
223
12416

-al

2667

26.8

a8

443
5.6

4,207.0

5.0

3,462.3

Le

2989

-21

5924

10

2071

_468 6

0-0. -

49

2.0
o840
1.0

0.9

205.5

8T

181
167
2T

04
124
3.0
11,0

5l

5.8

181
68
24.6

4,134.7

6.1

84276
_"".2

18.1

167‘_

24.8

42532 45393

2 Full forecast detail can
be found under the
Précis Macro publication

ar www. FﬂYSCOﬂOiTiy.COI‘H

2010 2011

53,822 54807

1728

] Go 3.4

19.0 103

0.3 3.7
5089 5215
5.5 3.5
1270.0  1,363.0

2799 2812
19 05

LAz B3

1.3 86

A 909

29 67
3 480 3,664.1

L7 5.1

3012 3220

30 72

5867 609.6
6246

214.7
4.0

6.1

| 171-_5__ 39

70._3 ~ 6.3
61 T8

181 184
168 172
246 246

89 81

2.9

7

087

2012

56,560
B2

43
10.8
44

955.7

6.5

1,495.2
28 78 -
2824

9.7

0.4

48758
S
(5,891.9

B2
348.8

2277

5454
88
181

7.8

86

187

175

250

569
7.3

2018

58,207
.28
124
a8

1.2

597.1
75
1,620.1
84

51188

5.0

40720

4.6

3682
80
652
2
6606

s

673.4

44
6566
39
236.9
10
581.2
66

16.9
o
90

18.9
179
25.6

Change ey
Revelving _ tri% _
Change o %YA
Vonrevolvmg ) trig
Change _ WYA

A1
0.90
8.2
1.58
L7

-3.9

0.88

-8.2

158

-1g

3.2
0.87
68
1.58
Y,

Units: bow = billions of chain-weighted 2003 dollars; b03% = billions of 2005 doliars; 1ri05$ = niflicns of 2005 dollars
Units: ths = thousands, m = millions; b = hillions; mi = willons; % = percent change: %YA = percent change year ago; %AR = percent annualized rate; SAAR = seasonally adjusted snnualized rate

“14
0.87
46
1.59
0.4

0.8

1.58
-1.8

2.0 5.6
0.01 1.01
50 IL8
160 1.66
14 &7

8.9

1.15

135
176
61

5.4
1.22
5.7
1.86
53
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D Full forecast detail can
be found under the

Précis Macro publication
AL WWW.INYECOnOMY.com

) ney Markets

Units ©08Q3 08Q4 09G1 09Q2 2003 2006 2007 2608

Monetary Aggresat
Moo w145 160 186 165 LT 18T 187 160
Change %AR 176 459 .78 241 53 02 06 05 162
M2 i 781 815 834 837 641 667 703 74 815
Change %AR 65 188 92 17 5§ 41
Money Market R___' : . N ‘ ‘ _ ' _ :
Federal Funds % 194 0.51 0.18 0.18 L35 321 49 502 153
Prime Rate % 500 406 335 325 434 619 796 805 509
Discount Rate o JE 225 131 050 080 234 439 596 586 239

91-day CD % 306 282 1.08 0.62 156 351 5.15 5.27 2.97
91-day CP % . 213 150 039 026 149 336 498 499 212
9L-day Burodollar % Cemae e 1w ass s s1e sam s
91day Libor % 20 2.72 124 085 162 356 519 530 291

Primary Market (FHL“C) R . e
Fixed: US. % 63l 587 506 503
_Northeast B 635 592 504 507

o % 834 588 508 507

 Soutbeast % 629 58 509 501
) _Southwest ) _ % _ 635 587 510 .
Wmt‘ I S ”wm&w;..a% y ﬁm__fi®

S

586 642 633 604
B89 645 BET 609
595 649 637 607
B8O 636 628 601
586 640 633 605
582 639 631 601
g

4.40
A
441
.W_W_ __

id s

AR
i icoion
DD

ortheast o % - 506 ‘4 94 454 B 448
“__thwest | S %532 B4 am 4y
Southeast _ % ...B34 53 512 508
me thwest S 550 _ofw 519 506

| Fixed N R - S ‘6-'0.2,_,,_‘___5}%.4.'.'.. 503
- Adjustable . % B®_ 5% 543 50

' 5.56 5.18
583 512
58
5.95
534
‘_;Z;{)S

o
g
RS

pEionaion o)
¢ rion o
W i iand
Lo o
it
IR g

<
o
o
=y
ey

6.14
SRR rvne fweeet i e e 6 17
637 &3 s 76

.G‘ o
o it
fon oo
@i
P )
LD

i;d]ustable Rates . . i
Lith District Costof Funds % 27 301 208 160 187 274 402 428 3.07
Notional Costof Funds % 302 200 =8 248 214 844 845 &7 818
Na.mm‘?‘l C_‘}.ntr.a“.t Rate_ . . RCT. = 595 Lo LB0T 4 95 N 5 67 586 L .. 6. 46.. : 608

ﬁortgagés, S;,;condary Market .

© Current Caupon GNMA
Conventmnal - % 606 544 451 &7 569 B 631 624 59
FHA/VA 624 640 582 5.69 568 576 635 629 610
Second 5.20 459 371 358 521 B3l 612 599 495

551 545 478

Mortgage Sp ads ‘ L . i
FHLMC Fixed - 10-yr Treasury DIFF 245 262 233 172 157 157 162 170 237
FHLMC ARM - 1-yr Treasury DIFF 3.09 416 431 4.33 200 087 060 104 335
FELMC Fixed -ARM DIFF 110 072 019 018 195 138 088 07 086
GNMA - 10-yr Treasury DIFF 1.65 221 199 1.04 092 084 091 108 171
11thD COF -FedFunds ~ DIFF 078 251 185 142 052 04T 084 074 L4
11thD COF - 1-yr Treasury DIFF 0.60 202 146 1.08 002 088 081 024 125

Units: bow = billions of chain-weighted 2005 dollars; B05$ = bilkons of 2005 dollars; 17i05% = willions of 2005 doHars
Units: ths = thousands; m == millions; b = billions; &t = trillions; % = percent change; %YA = percent change year ago; %AR = percent annualized rate; SAAR = seasonally adjusted annvalized rate
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2 Full forecast detail can

be found under the
Précis Macro publicadon
2L WWW.INYECOnomy.Com

Units 09Q3  09Q4  10QL  10Q2 20097 2010 2011 2012 2013
f@mi:étary Aggfégates_ oL : _ i
M tri$ 1.66 1.65 163 163 165 162 146 171 178
Chamge | wAR 14 08 46 1§ 85 6 22 32 43
M2 _ owis 843 8.48 850 BS54 B48 865 894 924 963
' L. UWAR 3122 1540 20 83 B4 42

Federal Funds . % 02t 018 620 022 019 035 215 401 450
Prime Rate - % 321 3.8 3.20 3.22 332 3.35 5.15 701 750
Discount Rate L. % 0BL 064 091 LIS 084 126 35 497 54
91-day CD % 0.65 026 018 0.91 0.65 1.07 103 6.89 7.58
91-day CP ' % 031 020 03 067 031 08l 310 539 599
91-day Burodoliar % 119 110 095 137 132 125 308 506 558
91-day Libor o ' Ty 042 038 041 048 092 056 220 397 444
Mortgage Rates . : .
Prlmary Mal‘ili‘(’,t (FHLMC) _
Fixed: US. %
o B
B
~ Southeast ‘_ A o
o B
Adjusmble US | R
A e
N =
g T
N o B

618 695 730 668
619 703 728 676
819 7O 728 674
) 718 6.66
o "_"6-,95“”_'_ T s
L BB 609 691 TAT 68
T am e Ces o
489 410 503 613 597
485 451 5563 655 6.39
504 48 582 704 686
304 43 582 706 688
Casamwaam em ess
il 76.. S I ...694..._%.,,‘664
603 621 531 688 71 7% 679
L B05 502 sa4 498 899 702 72l

A el
A A
AB9 465
492 486
. 4.90 4,53

.. 4152:‘.‘

e
T

PHFB CompositeRate % 516
}' lxed L R TP S s PR
Adiustable B

CEion o
[ R
SRR

3ustable Rates 0 _ . |
um District Costof Punds % . . A8 180 180 160 } TE *69.. ..155..,,.. AT LT
National C(mtract Rate R 493 486 _4 8 419 __4.9a _ 4.76_ _5_41”_ 606”1 o 95

Mortgages, Seconda_ »Market b o : . . : . : :

Current Coupon GVMA ‘ % 4.48 4.74 497 525 4.87 5.43 6.27
 Conventional % 4.87 521 5.48 .81 483 .00 6.93 722 6.62
Second - % 389 431 4.60_ 484 _3 87 518 631 671 '593

Mortgage Spreads . : _ _
T‘HLMC leed 10-yr Treasury DIFF 1.44 1.49 145 1.59 1.74 1.57 1.53 1.35 1.54
FHLMC ARM - 1-yr Treasury ~ DIFF 417 402 370 361 421 838 281 205 128
PHLMC Fixed - ARM DIFF 0.45 0.84 L1 1,45 0.42 1.66 139 035 0.2l
GNMA - 10-y¥ Treasury DIFF 02 078 074 688 114 087 085 069 085
11thD COF - Fed Funds . DIFF 139 141 1,39 137 152 125 050 o230 278
11hD COF - f-yr Treaswry ~ DIFF 106 102 078 089 115 0Bl -110  -2.88  -3.47

Units: bew = billions of chain-weighted 2003 doliars; b05% = billions of 2005 dollars; ti05% = trillions of 2005 dollars
Units: ths = thousands; m = millions; b = billions; m willions; % = percent changc %YA = percent change year ago; %AR = percenr annualized rare; SAAR = seasonally adjusted annualized rate
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D Full forecast detail can
be found under the

- Précis Macro publication
at Www.myeconomy.com

_:‘Pmancml Markets :

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

Treasu"fy BiIi R i 3
MdwTBI % 148 0 021 047 L8 8I5 4TS 4% L
182-day TRl o w 182 073 038 082 157 839 480 443 162
365-day T-Bill ' ' 232 099 - 057 052 189 362 493 432 182

Treasury Blli Spreads : . .
91-day - Fed Funds - DIFE 045 02 0.03 001 0.02 007 024 067 058
| DBill: 182-day - 91-day DIFF 033 043 018 015 0.20 025 008 008 025
T-Bill: 365-day - 182-day  DIFR 030 026 - 048 020 031 028 013 009 020

Treasury 'St'iel':i.i= Curs _ _
91-day T-Bill, EBY 162 O

opdey T, TBY | L om
365-day TBill, EBY % 361

022 018 14
040 082 Q6L
18 331 )
Cowr em s
091 1.(_)1 - 238
127 149 278
176 283 343
L2 288 3
274 831
it

Tremsury:lyr % 213 s
ki ok e e
T?”.éﬂ’s‘“”b’-' 3yr o I _ .2-.63.....
Treasury: S-ye % am

Treasury: 7-‘”; W34t 263

445

'I‘reasury SD_yr .

Corpora_e I ates

L 565 588 5.61 563
Corparate: A LB . _?-.4?‘___. .&.,~'733'.~.A 653 65 & 08_... :
Corpomte Baa . P . b i 798 J 639 oo
Utlhty Aa : - : 604 L
Usility: A e e 1
Ut;hty Baa ' ‘_ 7~88 V 7_ _.7 59 ._ 640

Corpurate Aaa

rporate Spreads§
Aa Corp. - 10- -y
Bacl Curp - 10-yr 'I’Teasury
Co 4_Baa Au .

J328 286 184 109

. BAS 4k 202

228 1Bl 04
S ae o im

514 438 2.12

AL SRS F22 N S

LL00 LT 248
o Les 18 378
goy 088 L3

el am
183 L 358
o480 08 08

f\la Utlhty R 10 -yt 'I‘”easury
Baa Utzllty . ]{}-yr 'I‘xeasuly
Utility: Ban.

S&PS00  1941=10 12319 9098 5083 8922 L1306 12071 13107 14767 12909
Change . wva 160 891 401 350 173 68 86 127 173
Dw1dend.Yle]d % 23 3.0 . 3._2 .2.5 1.7 _ 1. 8 i 9 1.9 2.4

Priceffarsings Rasio  matio 788 821 0BT 227 198 183 180 %06

Bxchange Rates P A o
Japanese Yen s 1076 961 936 974 1082 1100 1163 1178 1084
Buro , $e 150 132 130 136 124 124 138 131 147
Canadian Dollar CSUSS 104 121 L34 117 1.30 1138 107 107

Intematmnal Se. . ___ : ; _
IRB 10- Country Tndex (Vomm:al) S Jan972100 Lo 8T8 1084 0 1L 1 1077.1_ _ }_13_.'6_ 0.7 1085 0 1034 . 998
Change . WA a7 93 142.._.. . 118 A6 aE 20. AT

Current Account s a7 6195 4176 aez et as7 8035 7266 06
Merdhandise Teade LM Bsad TIS3 4961 4610 67LE 909 873 BIL0 8403

Units: bew = billions of chain-weighted 2005 dollars; b05$ = billions of 2005 dollars; zi05% = trillions of 2003 dollars
Unies? ds = thousands; m = millions; b = hillions; td = williens; % = percent change; %YA = percent change year ago; %AR = percent annualized rate; SAAR = seasonally adjnsted anmalized race
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S Full forecast detail can
be found under the

Flnan Clal Markets . : i : : :.. Précis Macro Pubﬁcation

at WWWIMYeConomy.com

Units 09Q3 0994 10Q1 10632 2009 2010 2011 2012 2013

Treasury Bill Rates | . |
Uday TBUL e % 023 026 080 035 023 045 208 379
lSgday TR % 08 038 066 07 036 08 238 41
s¢s-dayTBIL % am 087 100 058 L09 275

A2
463
5.19

'i‘reasury Bi“ S];rea:d ; _
91-day - Fed Funds DIFF 002 007 009 012 008 009 - 007 022  -0.28
T-Bill: 183-day - 91-day _ DIFF 012 012 038 039 014 037 031 032 0.6
TBill: 365-day - 182-day DH‘I? S 020 021 020 Q.27 0.20 0.37 048 056

Treasury Yield Curve : - ‘__‘
9 -day T-Bill, KBY 0. 27 064 0.69 0.92
159 day 1Bl EBY | 3 om om o o
ssantLEY % aa am am

252 4Bt 48D
263 456 5.4
SRS 7B e
275 460 519
347 488 542
538 489 478
T
W e
5427': T
e em e

Trosoury 1yx % 08 088 08T 100
Treasury: 2yr % L5 133 180 211
Treasury: d-yr. B Lo LT LB 185
TreaswyiSyr % 257 266 251 2,
My W aa ewase

Teesuyi 0-ve % 8T 396 433 i %43
Treasury: 80-yr o mo o ess o oasL o sor

Corporate Rates . ; . _
Corporate: Aza % 52T 5E3
R s s

Corporate: A % gy 609'

540 B8 639

. 584 686
26 838 626 646 602 713 6
BET 688 683 G0 TA4_ 648 668 701 64l
Utility: As. . sss ss0 si4 se0  sm1 am 621 649 5
Ul A % 574 603 625 B34 614 642 691 T14 645
e B T e e "6';9%{‘" e e e

Corporate: Baa

Corporate Spread‘ )
AaCorp.- 10yrTreasury  DIFF 174 171 169 1.62 241 151 114
Baa Corp ll} -yr Treasury . \ DIFE ‘2 04 o 2 92 - “,2 40‘ N 2{)3 o 400 191 126
g owe i s om aw e o

099 106
116 198
017 00

C0e 084
208 201

L3917

B T S e P
Baa Umhty-m-yr%eabury"  DIFF 273 280 275 269 376 259
Utility:Baa-Aa  DIFF 108 117 - 133 126 139"\..:'__'_1-_2'8‘” |
Stock Market o = : _
SEPSO0 . 1oNSl0 9966 L0068 LOST  LIN04 9262 LISLA L2887 19040 13805
Change WA 04 o7 a8 289 241 23 76 58 59
Dividend Yield - % 2.5 22 21 18 26 18 18 21 21
Price/Earnings Ratio ratic 1118 940 748 565 861 524 225 111 161

}_{ixt_:hange Rates fon - : .

JapaneS_e_Yen o . ¥/$ 983 101. 2 102.4 1{}2 7 97.6 _102_.4 102_.8_ o 10(}3 N 99{)
Euro _ $/e 144 146 149 152 189 153 185 148 147
Canadian Dollar CH/ISS 110 109 106 1.05 115 104 L0l 099 098

Internataonal Sector - b : g . : :
FRB10Country Index Nowina) | Jang7=100 1087 1006 1011 1007 1059 1005 1007 1083 1086
Change — w¥A B9 - 68 40 88 60 -8l 02 26 03
Comesheost s i1 ases  siss  sie | aes  swi1  sk4 smo
Merchandice Trade PS589 B4L7 5763 GSG0 5032 602 6519 G6T.0 6876

Units: bew = billions of chain-weighred 2003 dollars; b05$ = billions of 2005 dollars; wi03$ = nillions of 2007 dollars
Unirs: ths = thousands; m = millions; b = billious; ul = willions; % = percent change; %YA = percent change year ago; %AR = percent annualized rare; SAAR = seasonally adjusted annuatized rate
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2 Full forecast detail can
be found under the

Précis Macro publication
aL WWW. myeconomy.com

Lmbor Markets

Total ’\Ionf‘arm Employment U S_..

Change
Natural Re:,ources anci V{mmg
... Change
Construction
.. Change
Manufacturing
Change
Trade
Change
Transportation and Utilities
..Change
 Information
Change
Financial Activities
Change

Pl ofessional and Busmess Serv1ces

_Change
_Educatmn and Hea}th Servmes
. Change
Lezsure and Hospitahty
) (,hange ‘
Other Services
“Change
_Government
_.Change
Northeast
_Change
dewest )
 Change
South i
] (‘hang_e
West
. Change
Lahor Force, US.
Change, .
Northeast
. Change
Midwest
... Change .
South
. Change
West

uhunge

Populatlon, .
_Change
‘Northeast
. Chonge
Midwest
 Change
‘South
.. .Change
West

Change.

Households, U.S.
h

.mo
FYA
mo
%YA

%YA

m
YA

%YA
m
WYA

%YA”

%BYA

%YA :

%YA .

o
%YA,

mo.
%YA
%YA

m
%YA.

m
WA

YA
m
YA
%YA
mo
BYA
LHYA

08Q3

187.0,
04
0.8
wr

7.2

O\
g

'134

oy
b e
By ha

P i 20 G
O R L = E]

09Q1  09Q2
1321

3.9

6.7

-4.2

B3

11 A -18.5
125 12,0
8.9 -11.4
20.7, 20.5
29 42
19 48
4.2 5.7
2.9 29
3.6 5.0
49 . 18
3.8 48
17.0 . 16.7
5.4 -6.5
91 192
26 2.2
32 13
22
5.4 5.4
2.2

928

"0l

25.0

20

30.2

Units: bow = billions of chain-weighted 20035 doliars; 053 == billtons of 2005 dollars; tri05$ = willions of 2005 dollars
Units: ths = thousands; m = millions; b = billions; ut = illions; % = percent change; %YA = percent change year ago; %AR = percent annualized rate; SAAR = seasonally adjusted annuatized rare

2006 . 2007 2008

1361 1376 1370
18 1l g
Tor T os
91 58 es
S 7.6 7.9
4.9 . 0.8 5.5
14.2 13.9 134
-0.5 2.0 34
91,3 215 91.3
Lo L3 L0
5.0 . 51 5.1
20 15 0.6
30 30 80
-0.8 0.2 oy
8.3 83 8.1
2.2 08 -L8
17.6 17.9 17.8
A7 24 08
178, 183, 189
2.6 28 29
A1 184138
238 a4 0.2
5.4 0.8 5.5
R S /A 1.}
290 232 935
08 LI I 2

254 287 257

2.8 0y 0l

318 3Ly . 3Lb

0.7

19008
5477 549 550

6.2 0.3, 0.3
662 865 6.7
0.4 04 043
1085 11Lo 1123
15 14 12
69.4 704 718
1.4 14 1.3

1118 s iiaa

08
90,8
58
956
.04
s
e
954
A4
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< Full forecast detail can

be found under the
Précis Macro publication
aL WWW.INYeConomy.com

_ D:emogr-aphlcs” a’ndLabor Markets '

Units 08Q3 09Q4 10Q1 10Q2 2069 2011 2012 2013

Lahor Marke e : ‘. e :
Total Nonfarm Empioyment Us. Lo 31.. 136.7 1304 1362 1319 - 4 1331 1378 1424
Change R YA . 42 37 24 -LE RS- A AURUREY ¥ S 25 8.3
Natural Resources and Mining T BN 0781 07 0 7. ...0% 07
. Change e YA 9.6 - S ¥ | LLohE Ar 10, 20 ... 18
Construction, o o B B - 60 . .83 60 62 .68 .70
Change o . S YA 48 81 4.6 L] 8.9 3.2 54 . 50
Manufacturing m._ 118 11.6. 11.5 12,0 115 11.8 11,9 12.1
Change . . YA - LE0 7.2 44 -108 -39 0s. 22 L9
Trade | S o m 204 201 20.0 205 20.1 20.4 209 214
Change. %YA 42 2.8 28 41 18 L6 2.9 24
Transportation and Utilities m. 4.8 4.9 4.7 4.7 4.8 4.9
“Change _ %YA 60 2.9 26 -2l L3 20
Information ) mo 28 . 2.8 2.8 9 2.8 2.8 3.0
Lhange o YA R B 3.8, -2.6 AT 22 AL 27
I“mancml Actwitxes ) : m T 7.6 7.6 7.7 8.2
Change B %% YA 3.2 2.2 1.7 1.1 2 &
Professional and Business Services m 16,6 16.5 16.6 17.1 18.8
Change _ % YA -2.8 1.3 -1.0 2.0 5.0
Lducatmn and H@aith Services L.m 19,3 19.2 18.3 19,9 215
Change CWYA 0.6 0.2 0.8 2.8 4
Leisure and Hospltallty L . m 13.1 13.1 13, .Z 13,6 i 14 9
(Change T gNA Y 01 85 43
Other Services ] . . m. 5.4 5.4 b4 5.5 B9
Change o B oL YA 1.4 2 1Y 0.6 2.6 C8d
Government ) 225 22,7 225 22.7 24,0
B Change . 0.4 0.4 01 0.9 24
) _N_t_)rt_heast z4 i 24.6 24.6 24.9 26.4
. Change 2.2 A6 -4 1.2 3.0
Midwest 29.8 29,7 o297 30.2 a2.1
Change 2.8 LT 1.8 28
Bouth 47.3 47.3 . 474 48.5 . B22
... Change 1.9 -0.9 0.7 2.4 3.7

West

_Change
Labor Force, US.

* ortheast
~Change
“Mld\ye&ﬁw

Unemployment Rat %

Northeast
Midwest
South
West .

Demograp
Population, U. S

Change 10., A 10.. 10 ) 10.
Vortheast ) . ) m ’Ja 1 i 55.2 . b&1 - 55 2 55 B
_ Change % YA 0.2 0.2 ] 0.2 6.2 0.2
Midwest . . m, 6.9 87.0 66.9 67.1 B7.7
. Change ) YO YA 0.3 0.3 0__3 ‘ 0.4 0.4
South _ m 113, 3_ 114.3 113.6 115.0 118.2
Change ) Y YA 1.1 ) L1 12 1.4
West o m 72.7 72.2 32 75.3
Change L WYA 1.3 . L3 1.3 14 L4
Households, US, S m L1188 1149 0 1189 119.0
Change ) (Y as 08 0.9 1A
Northeast = | T S 209 208 20,8 21,1
Change s YA B2 0.2 02 Xy
Midwest . . .. . Lo m 258 857 5.8 . 26.3
. Change” L. YA L0484 04 0 1.6
South . S om 233 4390 | 438 d4 45.2
YA L2 Ll L3 -
L 288 26T 0 283 266 271
SoYA 7 S Xt SR S 2

Units: bew = billions of chain-weighted 2005 dollars; b05% = bilkons of 2005 dollars; ai03% = irillions of 2005 dolldm
Unirs: ths = ¢housands; m = millions; b = billions; ti = willions; % = percent change; %¥A = percent change year ago; %AR = percent annualized rate; SAAR = seasonally adjusted annualized rare
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2 Full forecast detail can
be found under the

Précis Macro publication
Al WWW.INYEConomy.com

a8Q4 2006 2007 2008

Housing, SAA]

Housing Starts, U, 066 181 L34 0 80
Change G70 L a58 25 9. 328
_Single-Family c.Das D62
Change L85 686 0.5
Multitamily 026 D.28
Chunge . o R
Fxxstmgd-lome Sa]es, U.s. . . m o 4.34
Change | _ YA 125
Northeast . ) o.m 0.56
Change. . . YA 157
Midwest _ o 1,04
Change : HYA &7
South Lom 176
| Change A HYA 477
West ) . . L N D01
_ Change Y YA 1.8
isting-Condo Sa]es, X, 3. ) mo 0.50
Change o L HYA -22,53
New-Home Sales, SAAR ) ths L G48
Change YA
I-Iouse Pr 5
szstmg Homes, Mcdmn Us. L the
_Change _ oMYA
Existing Condos, Median, .. thsl
..Change . e BYA
New Homes, M, M . ..ths§
Change CLTYA
_Northeas . the§
Change YA
Midwest, Existing M Jhs§
Chang YA
South, B Ehsg
CYRYA
Change . . O (37,
Freddis Mag CMHPL, U8 o 1987=100"
Change. I CTRYA
Affordability j__nd‘e_x -
Change

Rental Vacancy Rate .

Mor_tgage Ogigii;a_t

Total Originations
Change

Purchase Orlgmat}ons .

Refi Originations

Refi Share

AR Sha;‘e . e e

anstrucﬁiop B
Total Privaie Construction

Private nonremdentzal
_Change
Office
.Change
Commercial
Change
Manufacturing
. Change
Lodging,
_Change
Educational |
Change |
Healtheare |
Change
Infrastructure
_Change
Other
.. Change
Public
Change

Office Vacaney Rate -

Unies: bew = billions of chain-weighted 2003 dollars; b05$ = hillions of 2005 dollar; mi05% = uillions of 2005 dollars
Units: ths = thousands; m = millions; b = billions; wi = nillions; % = percent change; %YA = percent change year ago; %AR = percent annualized rate; SAAR = seasonally adjosted annualized rae
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Housing, SAAR
Housing Starts,
Change
Single-Fam
Change
Multi family
Change |

Existing-Home Saies, U S

Change

Northeast
Change

Midwest

. Change

South

. Change

West .
C'Imnge e

Existing-Cenda Sales, U.S.

Change

New- Home ba!es, bAAR

 Change

House Prices

D Full forecast detatt can
be found under the

Real--Estate Markets o bocls Maco publicavon

at www.myt‘conomy.com

Units 09Q3 09Q4 10Q1 10Q2 2009 2010 2011 2012 2013
mo L0800 032 086 0.75 118 XI5 186
UYA 2 ¥ 5 L3608 are L sze U sny T Tagw T T 5g
.mo 046 . 048 Lad 043 0.56 D86 140 144
HYA 123 B - . - ST 15 5238 6L5. 4.6
mo RN % N 8 LOIT L naa) 018 027 B K-
YA, B~ & 7 181 L. 285 -52.0. 37.4 467 30.9, 10,8
Lom e ABB 453 4Bz BB 438 5.16 B34 B 5@
%YA 4.2 0 98 | 284 30.6 L0 17.8 2.8 1.6
m 087 055 058 0.63 .. 0.53 0.63 062 082
%YA o888 W135 0 248 44,8 b5 202 Ny ool
m 107 0106 320 S SR WS T 103 1,19 139 1.20
_%YA 30.0 87 ars - §3.0 8.9 15.6 3.5 0.8
m o L1890 387 188 2 118 2,12 218 218
%YA L. SRR 5 S - S <3 08 21.2 P N
o SR 0 - U O - S BT A 1 A4
CHYA w TR LR L8480 138 27
.m 057 050 051 052 051 0.58
YA 480 408 84 &1 . eRI 2.6
ths L 0AL 04 a4 T 039, 110
YA LRAdd 8273 5369 -18.82 5.31

Existing Homes, Median, U8, . ‘thss: s 146,94
Change e e JaYA
Existing (‘ondo‘a, M_edﬁan,‘U‘.S,_ = X ths$ e
LChange e e .%YA .
4New Homes, Me dian, T

Change . S
Northeast, Imstmg Me ian . - . bhss .
Change YA
Midweat, I‘xmstmg \«Ied__n L i - o

. Change e e YA
South, Existing ] '\/Iedmn A W e . ... thsy

. Change . . e YA
West, h;xzsl,mg Muhan R ,_tha,S_U_H
Change | . e YA
Freddie Mac CMHPI, U, 8. . o 1987 06
 Change . LUMYA

Afforciablli’gy que;: .

Change

Rental Vaca ncy Rate

Mortgage Originat

Hotal Originations
Change .

Purchase Originations

PR 711 S 205... .
o182 g
oss 080

Refi Originations_ 1.13 -1
Hefi Share 62,34 7024

ARM Shére .. 162‘3 763

Construction Puf

Totai Prwate Constructmn ... BS .5 635.0
Change BYA A0
i D8 3978
YA 186
[, SR 171.9,
_Char_we B . o JHYA L4l
b, 37,3
WA, A0
bE 8672
JYA 40
b3 338
%YA 2.9
b8 66.4
o ) _ A 8.2
Manufacty ng. bs 68.1
Change . oL L HYA e
Ledging o b3 289
Change . o YA, 182
Educational . . bE ) 18.5
Change ) % YA A 2.8
Healtheare b$ B 422
Change %YA 43
Infrastructure . . . b8 1026
CChenge L BYAL -1
Other . . b§ 147
Change .. . L hYA &0
Public ... ... e L LBR . 1049
Change %YA L 47 X
Office % 188 186

Units: bew = billions of chain-weighted 2005 dollars; b03$ = billions of 2005 dollars; m03$ = trillions of 2005 doillars
Units: ths = thousands; m = millions: b = billiows; wi = wiflions; % = percent change; %YA = percent change year ago; %AR = percent annualized rate; SAAR = seasonally adjusted armualized rate
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GDP Chain Price Deflator
_Change

anggmer-f’ﬁce Index
Cﬁ_m'agalg____n: L ise Anaes
Less Food & Energy
Change
Shelter
Change :
_ I‘oud
_ Lhange
_ Food Away From Home
Qhange
" Medical Care
Change

Producers
AH Commodmeg
Chcm,ge )
Finished doods .
Change o .
Intermed;éte Goods
Change _
Crude Goods
C’hange

Industrlal Commmhtles . _

Change

Ind. bommod:hes ex h.nergy _

Change
[ron & Steel

Change ) .
Lumber& Weoci Productfa L
Change

Transportation Equipment
Change

West Texas Intermediate
Chcmge S -
PPL - Lnergy

Change

PP - Coal

Chcmge

PPI - Electrie Power
(,hang?

PPI - Refined Petrol. Products

(,hange
PPI - Utility Natural Gas
Change

Units

2005 100
%AR
1982100
%AR
18825100
%AR
1982=100
%AR
1982=100
%AR
1982=100
%AR
1982=100
%AR

1982 i{}D
%AR
1982 100

1982100
%AR
1982100
%AR
1982100
%AR
1982 100
%AR
V1982 100

1982=100
%AR

$/Bbl
%AR
1982=100
%AR
1982=100
%AR
1982100
%AR
1982100
%AR
19822100
%AR

08Q3

SRR

40

288

6.2

2165

28
247.4
23

2186
L85
2172

6.1

3649

L2005
1827

87

:;1988‘
N 165w“

121

2040

88

1862
o 106 
_ 31 0__

881

5.2

1574

223 8

4.5

. 2456

8.0

1703
I4.9

182 Q
20 4

3218

131

2791
208

08Q4

1092

0.1

-8.8

2188

0.6

2483

15

2189

438

2200

5.2

3673

3T

1780
378

—I.‘)‘G

1805

-32.0

190.3

-78.3

180.0

-39.4

1803
- 121~
- 213 7 -

6'94

1893

8.5

1890

6.4

627

142

708
40

09Q1

8.7

89 2126

LT
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248.9

0.9

2189 2

0.1

218

34 22

‘_1690_

~44

7m0 1
ss

10e i

s e
431

Vi
191219
162.6 1622

a8l

1532

84

36.1

1780

24
137.3

685

226.3

Units: bew = billions of chain-weighted 2005 dollars; b03$ = billions of 2005 doliars; mi05$ = willions of 2005 doliars

Units: ths = thousands; m = milions; b = hillions; oi =

58.9
124.9

2{._6‘

1906

14.2
1789
21

167.4

120.9
198.2
-41 1

2004

988

28
188.9

2/..

1.5.9?
s
1478

162 4
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1585

3.4

1486

s
33.1

126.9
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1092

9.8

143.2
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1399

92.8

189.8
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2005

(1000
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224.4

26

1907

2.4

1934

3.2

8283
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LBTA

‘7" 3.
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540
8‘ 0 -

182 4

146
1602
e
188z

44

5.4

1964

3.4

2683

6.2

51O
16

060

368
156.4
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e

1501
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165.0
37.6
2219
204

2006

103.3

8.3

2016
3.2

205.9
25
232.1
84

1982

2.8

1994

3.1

336.2
10

1648
AT
1603

e

163.9
6.4

“M1849

14

5.4

1861

5.0
186

L MTLL 1865
337

9.0

1944 19
e
1754

4.3

1526
28
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166.7.
66
126.6

8.4

162.0

7.9
195.2

17.1
208

12

1688

2007

062

29

2073

29
2107
2.3

2408

36
202.9

206.7
26

L1
4:4_

YT

A8

166.6
a9
1704

40

2070

L9

175.1
S
1709 181
T

2L 2464

1795

24

18
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2B
1776
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130.8
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3.3
214 2

09
2280
-1z

trilions; % = percent change; %YA = percent change year ago; %AR = percent annualized rate; SAAR = seasonally adjusted annualized rate
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Units 09Q4 10Q1 10Q2 2009 2010 2011 2012 2013

Consumcr Prl': es : ]
GDP ChainPrice Deflator 20055100 102 106 1106 1008 1100 108 122 140 1150
e . O TR T Rt R T IS R
2150 287 2166 2172 242 2178 L8 264 2309
| S .22 13 LF L1 05 17 18 21 20
Less Food & Energy 0 1982=100 2199 2202 2204 2207 2192 2209 2233 2074 2317
Change _ %AR 18 05 o4 05 L7 0.8 i 18 L9
Shelter o 1982=100 2405 2402 2490 24838 2493 2486 2483 2504 25458
Change . . %AR 03 08 .04 Lt 03 01 08 18
Food BT 19827100 2188 2207 216 289 2222 3260 2901 2343
Chinge . e e . T T
Food Away From Home 1982=100 2259 2959 2263 2234 2274 2313 2355 2307
‘ L1816 85 18 17 18 18

Change WAR 18 . . _ .
Medical Care . melon 3190 (3885 3932 8770 9955 4140 4815 448
AL 4936 49 AT 42 40

Consumcr Prlce Index

Change

%AR

AlCommodities . 1982=100
Lhange %AR
i 1982 1(}0

1771 1778 1724 1784 1828 1870 1904
B T

VB9 1760 1726 1770 18L9 1871 IS
ian C1763 1808
38 a0 26 2 ,
2021 L2085 2340 2507 2597
183 174_ 11 ? 71 36‘
180318 J_ _18L7 1869 1912 1948
s 1781
1741 51760 1820 1885 1847
7 35 08 a4 36 - 33
Lumber&Woodeducts.,,. .. 1882=100 1800 1811 1815 1824 1810 1934 1982
Change ComAR s g e 06 25 35 24
tion Egu o 1928 1934 """"1910')”_]' 1952 1992 2084 2076
Transportation Bquipment . 19825100 1631 1637 1644 1656 1687 1722 1761
Change | WAR 1519 L6 18 21 23

Ch‘mge . e Joi
Intermedlate Goods S B o . 1982:100
Ch{mge o ) . %Aé' .

‘ Crude Goodc; o _ — 1982“
Change .

Induc;tnal 'C‘ommodmes T )

Change ] ._ ._ _7 %AR
md Lommodltles ex Lnergy
C'hange _

19625100 1710 1726
%AR 5.2

Co__n ructmn] quipmgnt )

Chumge

ﬁ:per'gy P;_ji_ces )
West Texas Intermediate  §/Bb 683 686 694 :
e M Ry S P ’
PPI-Bnergy . 19827100 1634 1692 1762 1796 1946 2034 2066
Change | o %AR 296 149 149 6 140 &4 45 16
PPI-Coal o 19825100 2084 2106 2180 2179 1972 2285 2422 2531 2571
Change o . %AR 296 149 148 62 220 133 84 4§ 16
PPI- Electric Power 1982=100 1860 1785 1806 1832 180.4 1839 1873 1900 1921
Change - %AR 168 146 41 . 58 28 1.9 L8 14 11
PPI - Refined Petrol, Products . 1982=100 1877 1984 2089 2095 1727 2192 2803 2864 2717
Change o o %AR 57.9 248 253 07 364 269 142 64 2.0
PPI-UsilityNotwralGas 1982100 2016 2047 2084 2100 2077 2127 2240 219 2390
Change L. wAR_ 69 63 96 1z a8y 24 53 a5 s

e 128 BT5 804 902
A LS S S

Units: bew == billions of chain-welghted 2005 dollars; 505% = bilkons of 2005 dollars; mi05% = uillions of 2005 dollars
Units: ths = thousands; m = millions; b = billions; =i = illions; % = percent change; %Y¥A = percent change year ago; %AR = percent annvalized mate; SAAR = seasonally adiusted annualized rate
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Units 08Q3 08Q4 091 05Q2 2004 2005 2006 _ 2007 2608

All Industries o 1897=100 1081 1044 991 964 1038 1072 1097 1113 1088
Charge %YA 32 67 116 130 25 a2 28 15 22
 Manufacturing 1997100 1009 1045 983 962 1047 1091 1121 . 1138 1103
Change ' | %YA 89 &7 .39 .46 31 42 27 15 51
 Nondurables ' 1997100 1026 1000 e71 970 1020 1048 1057 1067 1038
Change %YA 40 63 87 81 Ls 28 08 10 2.9
Durables 1967=100 186 1081 983 94.1 1070 M28 178 1202 1163
Change %YA 47 1Ll -180 209 41 55 44 21 .33
 Motor Vehicles & Parts 1997=100 826 734 546 526 103.7 1039 1002 974 833

_ Change WA 62 233 10 380 08 0z 88 28 145

Capacity Utilization % RCER w70

Prices Received by Farmers

All Farm Products ' 90-92=100
. Change. S

i

| (,hange . RO s

 Livestock and Products 90925100

1423 1303 1310 119.2 ""'1'15:'9 1160 1369 149.0
07 105 136 120 28 01 130 88
CITT 1507 1540 1169 8 098 14
4474 ai7 55 43 72
188 107 123 18 100 1125
B0 151 153 U834 62

-y . |

e 00 ma mss w0 s o

PPIFarm Products  1982=100 s,
o198 187 o6 -39 L2

Change  WYA

Compensatmn per Hour o ) 1992~10{}4 o 181.8 1809 181.1
Change . S WA sl 09 o7 » 42 2
QuiputperHour 1e9=100 128 181 i W62 1375 0L 1426
Change WA T re s 28 L7 09 19 18
UnitlaborCosts . 19Wslo0 1213 180 1363 124 168 195 1229 1267 1269
Change o WA 19 16 ol a2 05 23 as s g0

L1828 1680 1760 1810
4.0 2.8 4.2 2.8

PrwaLe Indubtry Wages &Salarles ' 1989 190 lr 1091 .41{)9 6: . _ i098 - 1100

1086 10 992 1021 1055 1087
YA 30 27 20 15

25 2.9 24 20
890 1021 1055 1084
82 &l

1989=100 1090 1085 1098 1103
YA CLESLLRE 2L L8

Profits with VA& CCA b$ 14546 11236 11827 1,9265
Change e WYA 54 g5l 180 126
IV & CC Adjustments B C1221 636 638 1105
AfierTax Profits b L2988 9781 10811
Change 7 %YA 85 382 4 8_" .19.2

1,456.1  1,6083 . 15417  1,360.4
16 8 . 10 a,‘.x -, . -11 8
L1841 2144 2327 -102.3
L2278 13494 13228 11706
a0 88 20 1S

(15282 13578 12768 12513
498 1z 80 20

comPow T w o iaes w4 bmes s
‘C’h_ar%ge' ‘ HYA .86 271 -log T

Units: bew = billions of chain-weighted 2005 dollars; b05% = hillions of 2005 dollars: tri05% = rrillions of 2005 dallars
Units: ths = thousands; m = millions; b = billions; tri = willions: % = percent chanpe; %YA = percent change year ago; %AR = percent annualized rate; SAAR = seasonally adjusted annualized rate
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Units

Industrxal 'roductmn- Sriian
Al Industries _ _ o 1997= 100
(’hange o ‘ ) %YA

Manufacturmg _ _ _ 1997 ]DD”‘
Change WA

\Tondurables
Change

Durak;}es }99“7;100
Change %YA

Motor Vehlcies & Partq _ 1997“1(}{} _ .

Cfmnge _ o %YA

Capamty Utl 1zatmn o ) % N

Prnces Roceive& by Farmers _ _ B
AH I‘arm Products . _ 90-9:
Change L o _ % YA

Al Crops ) 90 924100.”

Chanﬁe ‘ _ 6YA

Lwestock and Products ‘ ‘ . 96 92= ‘100“-_'

PPI T‘arm Products ..

Change e %YA

Compénsatjgg ng‘E‘-‘I‘QL;r_ o o 1992=100

Change _ _ %YA
Gutput per Hour o :
Change o _ %YA

Unit Labor Costs o ) B 1992 100

C’hange

vaate Tndustry Wages & Salanes .

Pmﬁts thh IVA & CCA
Change

IV & CC Adjustments

Afte Tax Profits

Change —— wvs

Ca_sh_l*‘l?w.' I e
Change o . WYA

=100

gProducers

09Q3

s
100
o
SITE

966

-5.8

e

'16"_5
56:2

319
s

12390

'I4 8. .
1162
.1=..04,.D..'6 .

-17.8

1,265.0

62

09Q4

63

983

=59

9.6

-3.6

98,6

'55 6

243

s

0.0

4.1

1230

5 '"”1108“' __
11

1118

1,244.6
0.8

1188
_lsO’ﬂ-?.,_.

12955
316

664

488

10Q1

-0.8

0.4

965

-0.6
9.3
Lo

54.1

-0.8

66.6

982

102

98.5
98.9

2.8
9.7
0.3
996

58"

558
6.1

66.6

2010

99.1,

'996

20

96.9

01
100.6.

35
_06'7‘

27

67.0

S Full forecast detail can
be found under the
Précis Macro publication
&l WWW.INYECONLOmY,CoMm

2011

1929_"_

103 6

4.1
988.

2.0

1054
48

626

.jgrg'.”

2012

0Tl
41

”}0.8]".

43

101 1_

2.8
110.1
44

7.1
a

1.3

2013

1093

L1369

1.7

A3
1232

25

11

uzs
0

28

L2891

4.8

10480
74

1,05.1

IL1

1840

403

1850

1499

1234

1,240.0
1.1
120 5
1 (}48 8
17

L3187

&8

1209
oz
'_1495

LIBLS

0.4

1463

25

2243
s

108
20

12233

101

-102 3

1,026.1

-123

11,2565

0.4

o

1858

20

26
1237

n’r
131
21

12463

1.8

89

1{).332

S
13173

4.8

e
S
S

158.3

113.1

[EIETRT
.2- 2

JageT 1
1817 184

1A

1,348.3

e

11360
7.9

1,347.2
23

26 20

1,532.2
136
125.4

1,284

125

1,382.6
26

Cese e T

21 s s

1,643.9

2

1238

1,367.5
BT

14283

2.3

Units: bew = billions of chain-weighted 2005 dollass; b05% = billions of 2005 doliars; wi05% = willions of 2005 dollars ]
Units: ths = thousands: m. = millions; b = billions; wi = trillions; % = percent change; %YA = percent change year ago; %AR = percent anmualized rare; SAAR = seasonally adjusted annualized rate
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U.S. Regmﬂa! Outlock: The Shape of Recovery

By Steve Cochrane in West Chester
November 18, 2009

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

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

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

. Florida couid see a sluggish turnaround as population growth slows and investor
demand remains weak.

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

The recession’s intensity is easing across the U.S. This is clearest in the North Central region from the
Mississippi to the northern Rockies, where employment has stabilized, industrial production is rising,
and housing markets are lmprovmg moderateiy The entire central region, extendsng from Texas to

----------

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

housnng cycie, rising energy and commaodity prices since early this year, and stabfe household balance
sheets. Much of the rest of the country is still struggling to emerge from the recession. Job losses are
slowing, and industrial production is improving nearly everywhere. But housing marke’rs have not
definitively stabilized, and consumer confidence remains tentative.

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

http://'www.economy.com/dismal/pro/article.asp?cid=119524 11/18/2009
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Housing, Manufacturing, Finance Shaped Recession
Unemployment rate, change from cyclical low, ppts

U.3.=h4 ppts

WiLess than 4

~

; . ¥ Less e
September 2009
Source: BLS Greater than /.7

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

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

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

weak nearly everywhere, income trends indicate where it may take longer for recovery to revive the
labor market.

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

US=47%

. k. . W 5% or worse
= st | Near average
Source: B M-2.5% or better

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

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

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

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

The Midwest's recovery will be lagged. While workers have been called back to auto production lines in
recent weeks, further consolidation is needed for the industry to sustain profitability. Outside auto-
intensive areas, however, export and investment demand will help stabilize the rest of the Midwest and
Plains states.

Technology-producing areas also stand to gain in the near term. Business investment spending may
remain tepid during the coming year, but it did turn positive in the third quarter of 2009 following six
consecutive quarters of decline. The turnaround is enough to stimulate tech-producing industries,
which will further gain from export demand and from some domestic consumer demand where
technology change is evident. Electronics, telecom and software industries in areas such as Silicon
Valley, Portland OR, Seattle, Austin TX, Dallas, Boston and Raleigh NC should feel this effect. The
exceptioh is fikely to be pharmaceuticals, concentrated primarily in the Northeast, which is an industry
also expériencing ‘consolidation.

Housing uncertainty

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

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

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

A diminished role for finance

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

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

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

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

Hew Employment Peaks May Come Slowly
ijet:ted_ guarter of new peak in employment

U s =201203

Dy end of 2011
23 By mid-2012
BBy 20131

B Adter 2013G1

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

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

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

------------------------------------------
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VS Regional Forecast - $tate Employment Growth

Annualized % Change % Change

0902 09Q3 09Q4E  10Q1F  10Q2F  10Q3F  10Q4F 2008  2009F

United States -4.5 -2.8 -1.4 -0.7 -0.5 0.6 1.4 -0.4 -3.7
New England -3.7 -1.5 -2.5 -1.3 -0.8 0.0 0.6 -0.1 -3.2
Connecticut -4.8 2.8 30 -19 -1.6 0.1 0.8 0.1 3.7
Maine -4.3 2.3 -1.6 -1.0 -0.3 ~0.1 0.5 -0.3 -2.9
Massachusetts 3.0 -0.5 -2.4 -1.2 -0.5 -0.3 0.3 . 0.2 ~3.0
New Hampshire -4.5 2.4 -1.4 -0.5 -0.8 1.1 1.7 0.0 -2.2
Rhode Island -2.9 2.0 -3.4 -0.7 -0.8 -0.5 0.5 -2.2 . 4.0
Vermont -2.1 -0.7 -2.9 -1.8 -1.7 -0.1 0.2 -0.7 -3.9
Middle Atlantic -3.8 -0.3 -1.3 -1.1 1.2 -0.3 0.3 0.3 -2.5
New Jersey C 38 08 -1.3 -1.2 -0.8 -0.2 0.6 -0.5 -3.0
New York -3.1 0.8 -1.8 -1.4 -2.1 0.3 0.1 0.7 -2.0
Pennsylvania -4.9 -1.4 -1.0 -0.4 0.2 -0.3 6z - 0.1 -2.8
South Atlantic 4.1 2.7 -2.2 1.0 -0.7 0.1 1.4 -1.3 -4.0
Delaware -4.8 -3.2 -2.6 -1.9 -2.3 0.2 0.2 -0.8 -4.5
District of Columbia -2.6 4.6 -1.5 0.7 2.1 -1.2 -0.1 1.6 0.4
Florida -4.7 -3.2 -3.5 -2.1 2.2 -0.2 25 -3.2 -4.8
Georgia -5.7 -5.8 ~3.1 -1.2 -(3.5 0.5 1.0 -1.0 -5.0
Maryland -2.4 0.8 -1.0 0.4 1.1 -3.5 07 -0.4 -2.1
North Carolina -4.8 -2.8 -1.2 0.4 0.0 0.5 1.2 _ -0.3 -4.7
South Carclina -24 -1.0 -1.5 -0.7 -0.6 0.7 1.5 -0.9 -3.9
Virginia 1.9 22 05 05 0.2 0.2 1.2 0.4 24
West Virginia -8.0 0.8 -3.3 -2.3 -1.7 -1.0 0.1 0.4 -3.0
East North Central -5.9 -2.3 -2.4 -1.4 -1.5 0.1 0.9 -1.1 -4.9
llingis -5.5 -3.4 -2.2 -0.9 ~1.6 0.4 1.0 ‘ -0.5 -4.4
Indiana -5.9 -2.1 2.7 -1.5 -1.0 04 1.1 -0.9 4.7
Michigan -8.4 -2.8 -3.1 -1.9 -2.2 0.0 0.8 -2.5 -6.9
Ohio -4.6 -1.3 -2.0 -1.1 -1.2 0.0 0.9 : -1.1 -4.5
Wisconsin -5.8 -1.0 -2.5 -1.9 -1.9 -0.4 04 -0.5 -4.0
West North Central -4.3 -1.6 -1.8 0.7 0.5 0.4 141 0.2 2.7
lowa ~5.0 -1.8 2.3 -1.3 -0.4 -0.2 0.5 0.3 -2.8
Kansas -7.68 3.8 24 -0.7 0.c 04 1.1 ) 0.8 -3.0
Minnesota 4.7 -1.9 -1.8 (.4 -0.6 0.8 1.5 0.4 -3.7
Missouri -3.4 -1.4 -1.8 -1.0 -0.8 0.3 1.0 0.1 -2.5

http://www.economy.com/dismal/pro/data/outlook.asp?type=4 : 11/18/2009
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Nebraska 3.0 06 0.9 0.2 03 0.9 1.2 08 17
North Dakota 44 1.4 15 -0.2 0.2 0.4 1.1 2.4 0.5
South Dakota 4.1 1.0 A1 05 -0.4 0.2 0.9 12 15
East South Central 4.1 -2.0 -2.8 -1.0 -0.3 0.4 1.2 0.8 -4.0
Alabama -3.8 2.0 2.7 0.1 0.6 0.5 1.6 0.5 4.4
Kentucky -4.7 -2.9 -2.1 -C.7 0.3 0.6 1.2 -0.7 -4.1
Mississippi 0.3 3.4 30 1.7 1.8 0.4 05 05 3.0
Tennessee 5.4 -0.7 -3.2 -1.5 -0.9 0.6 1.3 -0.7 -4.2
West South Central -4.3 -2.0 -.9 0.5 0.8 0.9 1.8 1.8 -1.9
Arkansas 2.4 0.6 1.8 0.8 0.5 0.6 13 0.0 2.3
lL.ouisiana -2.3 -2.6 -1.3 -0.7 0.4 0.0 0.9 13 -0.8
Olklahoma -5.9 23 -1.8 -1.0 -0.6 07 - 0.1 17 -2.1
Texas 458 2.0 0.5 1.1 1.3 14 2.2 2.1 2.0
Mountain -6.0 -3.3 -2.1 -0.8 -0.1 0.6 1.4 -0.5 -4.7
Arizona -6.2 -3.9 -3.3 -1.6 -0.3 0.7 1.3 2.1 -5.9
Colorado 8.2 2.4 0.7 0.3 0.5 1.3 20 0.8 3.8
fdaho 4.8 1.1 0.5 0.1 08 1.3 1.9 44 45
Montana -3.0 0.7 -0.6 -1.1 -0.4 -0.4 .05 0.3 -1.5
Nevada 6.1 438 -3.5 2.5 20 0.2 04 20 5.8
New Mexico 5.6 36 1.8 0.3 0.7 08 2.1 0.4 -2.9
Utah 6.1 . -4.3 2.9 0.9 0.1 0.1 0.8 0.2 37
Wyoming 9.4 4.1 0.7 0.2 0.5 0.8 1.2 33 2.4
Pacific 53 30 23 41 08 0.5 14 0.8 43
Alaska 2.1 0.3 1.4 04 1.0 0.4 1.0 14 -0.1
California 5.5 3.3 2.9 15 -0.9 0.4 13 1.4 4.8
Hawaii 36 -4.9 23 1.1 0.1 0.2 0.7 09 3.2
Oregon ' 57 26 .1 02 -0.3 0.9 16 06 5.1
Washington -4.7 A7 -0.5 0.1 0.2 1.0 1.9 09 3.2

£54 Moody's |Economy-com

spyright © 2009 Moody's Analytics, Inc., and/or its licensors and affifiates. All rights reserved.
oprietary Rights  Privacy Policy  Terms of Service
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STRENGTHS
& Dominant healthcare pmvxdes stability to the
labor market.
+ Location near Boston prowdes access to
dynamic industries.

WEAKNESSES

tax burden.

¢ Higt

o High dependence on secularly declining
manufacturing industries such as paper. )

¢ Brain drain to other northeastern mefro arsas
hinders expansion,

AUGUST 2009
% change yr ago, 3-mo MA

Tatal -

Constniction -
Manufaciurng =

Trade ~

Trans/Ltitities
Information —|
Fipancial Activities -
Prof & Business Svos
£6u & Health Svcs |
Laisure & Hospitality ~|
Other Senices |

UPSEI}E

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

DOWNSIDE
» Spillover effects from the housing slowdown
are more significant than expected.
e State budget cuts limit enrollment at state
colleges.

RELATIVE EMPLOYMENT PERFORMANCE (1994=100)

L 1 1 I RN N 3 : I

1 ¥ H T E 1 1 ¥ 4 T

Recent Performance. Mafie’s service secior has
held up bexrer than that of the nation over the past few
months, helping slow the economy’s decline. While
still substantial, layoffs in services slowed in the third
quarter and are a measursble improvement from the
sharp declines seen in late 2008. A number of rrouble
spots remain, primarily in goods-producing indus-
ties, In facr, conseruction and manufacruring have
acoounted for half of the decline in nonfarm employ-
ment over the past year. While ME's unemployment
rate is more than a percentage point below the nation-
al average, slack in the Jabor marker is husting income
growth. Slower growth in personal income, pasticu-
larly wages, is taking a toll on consumer credit condi-
tions. Meanwhile, homebuilding has firmed, bur the
median house price is dedining on a year-ago basis.

College crrollment, Employment at colleges and
universities has edged higher over the past several
quarters, but more difficult imes are ahead as state
revenues flounder. The number of students ar ME
community coﬂeges' increased by more than 10%,
which. Lelped support hiring in education. While a
pasitive, increased enrollment will be considerable
stain on stare-funded colleges and universities, as
public fuads are few and far berween. Through the

[ second quarter, stace tax coflections were down 5%

on a year-ago basis and larger than any decline seen
in the previous recession. Inceme taxes account for
just under haff of revenues, which suggests that con-
ditions will not improve rapidly. The labor matker
will not bettorm until mid-2010. This will hure staze
revenues and keep the risk of additional cuts in the
education budget uncomforcably high,

Branch offices. Back-office operations in ME are
helding up relatively well because of favorable busi-
ness costs, and prowth should resume in the second
half of 2010, As the recession intensified in late 2008
and in the first three months of this year, businesses
aggressively cut payrolls. Still, the state’s back-office

94 ©5 96 97 98 99 OC O1 92 03 04 05 08 07 08 09 10 11 12 13
e 1) 8. o ME

40.3 Gross state product (C$B) 40.0 40.8 424 448 46.4
616 Total employment {000) 559 591 598 816 634
-0.3 % change -2.8 1.3 1.3 3.1 29
54 Unemployment rate 84 9.8 8.7 5.9 5.7
472 Personal income growth 1.5 1.4 3.2 4.4 5.0
1,316 Population (900) 1314 1314 1318 1320 1,323
-1.4 Net migration (000} -4.0 2.2 0.4 14 2.1
3,089 Single-family permits 2,148 2343 36849 5933 5,038
516 Multifamily permits 209 277 413 522 572
501.3 House price index {1980Q1=100) 4844 4B84 4612 4833 500.2
4,539 Mortgage originations {$M) 5493 4650 43368 4,370 4,713
496 New vehicle registrations (090) 389 40.9 49.1 55.8 58.1
2,853 Personal bankruptcies 4245 5497 8,020 5485 4,903

operations avoided the severe declines seen elsewhere.
Only 2% of administrative support jobs in MF were
lost, cotnpared with more than 5% natienwide.
Pordand’s lage service industry creazes many of the
office support jobs in the state, but stand-alone op-
erations such as call centers are located further notth,
where office rents are lowes ME% cosr advanages
made it one of the last areas thar cosporations looked
to cut payrofls. Employment in focal back-office op-
erations is forecast to remain relatively unchanged next
vear, as the narional recovery gets off to a sluggish start.
Risks 1o the forecast are to the upside as cost-conscious
firms may relocate jobs to ME to @p;laﬂfﬁ on its fow
business costs. TD Bank has already anncunced inten-
tions to open a-250-person call center in Auburn.
Housing subsidy. The expiration of a federal tax
credit for first-time homebuyers could hurt demand
more than anicipated in the first half of 2010, The
removal of the federal tax credit will soften demand,
and house prices ate forecast to resume their descent
over the next few months, There is some reason for op-
tirnism as the tax credit could be extended and possibly
increased. if the mx credit is enhanced, Porrland and
counties along the coast woudd experience a surge in
buyer traffic that would help house prices firm, How-
ever, because the stares recovery is going to lag that of
the nation, federal housing subsidies will be eliminated
before the local housing marlets have fully recovered.
Maines economy remains on shaky ground,
particularly ousside of Portland, where goods-
producing industries are more prevalent. The
surge in college attendance wifl enable the state
to become more service-oriented. However, the
jobss will be limited to lower value-added admin-
istrative support jobs. Out-migration will be a
long-term problem. Overall, ME will be a below-
average performer over the forecast horizon,
Nathan Topper
Seprember 2009
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TOP EMPLOYERS INDUSTRY EMPLOYMENT INTO MAINE NUMBER
Hannaford Supermarkets 7,091-8,000 Sector ME us. OF MIGRANTS
Wal-Mart Stores, fna. 7,001-8,000 | Construction 4.8%  53% | Massachusetts 4,058
L.L. Bean, Inc. 6,001-7,000 Manufacturing 9.6%  9.8% | ‘New Hampshire 3,315
g gg: 2 ggg Durable 53.3% 63.1% | Florida 2,697
i | NewYork : - - 1,573
Portsmouth Naval Shipyard ] 3,902 Nondurable - W07% 309K | eetiout 1360
NavaiAlr S!ation answmk 3,300 Tt’anquﬁatlon/Utllities 3:.0 % 3. T/D. Caiifdm'i'é"’-' = SRS : 1}48
3,160 | Wholesale Trade 3.4%  44% Viraini 1'081
3,001-3,500 | Retail Trade 13.9%  11.2% -P”E:"-alvama _ 265
/ 3,001-3500 | Information 18%  2.2% Ne b 759
TD Banknorth, Inc. 2,501-3,000 5 vy orth Caralina !
Fmanmal Activities 5.3% 5.9% New J 581
Mame General Medical Center Augusta 7,001-2,500 Prof. and Bus. Semvices 919 1a, o% | ew Jersey ‘ -8
Pratt and Whitney 1,501-2,000 - 2222 2 | Totaf in-migration 26,912
i Moo e e o o0n | Educ. and Healih Services 191% _13.8% FROM MAINE
Bank of America Corporation 502,000 Leisure and Hosp. Services 97%  9.8% )
Versa Paper ‘ 1501-2,000 | Other Services . 32% _ 40% | Florida 3,195
Home Depo, inc. 15012,000 | Government 16.9% 16.4% | New Hampshire 2,778
$.D. Warren Company 1,201-1,500 ~ 1 Massachusetts _ 2,613
Mercy Hespital ___1:201-1,500 | Percent of tofal empioyment, 2008 NewYork 00 o : © 1,250
Rite Aid Corperation 1,201-1,500 Virginia 1,138
Sources: Guide fo Milltary Instaliations, 2000 and LOCAT!ON QUOT'ENTS Ca"fom’a o o . ) 1'128
Maine Department of Lahor, 2007 North CBTQ'I!’]B _ 1 ,993
NAICS Industry Location Guotient | :Texas 77 ' " 540
316 Leather & Allied Product Manuf. 1384 | Connecticut _ 753
PUBLIE 322 Paper Manufacturing 416 | Pensylania - © 817"
Faderal 1a508 | 454 Nonstore Retailers 3,56 | Total Out-migration 25,159
State 27‘935 321 Wood Product Manufacturing 255 Net Migration 1,753
Logcal ) 61,617 | 487 Scen_ic & Sightseeing Transportation  2.23
: Net Migration, ME
2008 Source: Moody's Economy.com, 2008
-~ INDUSTRIAL DIVERSITY -+ . | EMPLOYMENT VOLATIL!TY L _& ‘;ggg
MostDiverse (US) .. . . 'Due toU 5. fluctuations :_'f Relatwe toU.S.: 2:090 .

el 1,000
AR R 0
asol oL 00000
e 2,000

. E I PR F Ty :
) 060' e 2005 2006 2007 2008
L A0% '

LR Sources: IRS {lop), 2007; Census Bureau, 2008
2&)% -

Vi ENowua:ous Boueeous

" Least Diverse

280 EXPORTS BY DESTINATION
260 . Exports  Share Total
240 Country (Mitlions $}  Exports %
220 - - World ‘ 3,016.4 160.0 e
200 ‘Capada =" e TAYE Ty Median Household Per Capita
180 - Malaysia _ ey 254 8 v Es Us.
160 - ‘Saudi Arabia - 160.3.07 7 " B3 | oo Consus, 2007 (househoid); BEA, 2007 (per capita)
140 - Korea, Repubhc of 1366 45
120 - China 1217 4.0
100 T EXPORTS BY COMMODITY )
86 Exports  Share Total © > 200k 1.8% g8
87 Commodity (Millions $)  Exports % 100-200k: 6.2%
- e | S World .. 30164 . 160.0 | 500 7.1% Under 50k: 72.0%
o ‘Camp. & elec. prodh. ™ 885,14 - - 0297
Paper 614.7 20.4
Source: FHEA, 1687Q1=100, NSA Transportation equip: 4229 140" 50-75K: 12.9%
. Marine products 167.7 o052
Forestry prodiicts 1404 . 4T
Source; BOC - Foreign Trade Division, 2008 Saurce: Internal Revenue Service, 2007
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Insurance Providers Stabilize Office Demand

1.45 6 .
Insurance carriers employment
Source: Maody's Economy.com
140 T4
% change yr ago
3-mo MA (R + 2
1.35
+o
1.30
- _2 .
1.25
-4
1.20 [ L
1.15 3 l i L.
B=1
1.10 Al 10

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

Vacancy Rate Remains Below Average Despite Investor Class

16 7

Vacancy rate, %, 2008

Source: American Community Survey

Seasonalfrecreational

Homeowner Rertal

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

Dependence on Heating Oil Is a Drag on Consumption

4.0 14
35T +12
Naturat gas prices $
par mmBTU (R}
30+ : + 10
+8
T6
Heating oll prices L4
$ per gallon (L)
1.0 t t t } } ? t } 1 } 2

07 ¢8 08

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

. ME. Regulatory hurdles and extensive construction lead times ensure

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

No Tech Growth Expected in Maine

3.10 46
US.(R)
e
= +45
3.05
+ 44
3.00 +,
Malne {L) 443
2.95 A b b e ] 42

G5 08 a7 08 09E 10F 11F 12F

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

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

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

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

(4) Forecast of CPI for Energy Prices (Economy.com — October 2009)

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

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

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

Assumptions Used in Individual Income Tax Model

(8) Total Personal Income
(ay Growth by Component

(9) Inflation (CPI-U)

- (10) Total Employment Growth
(11) Unemployment Rate
(12) 3-Month Treasury Bill Rate

(13) 10-Year Treasury Note Rate

Assumptions Used in Corporate Income Tax Model

(14) Inflation (CPI-U)

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

(12) Forecast of Before-Tax Corporate Book Profits (Economy.com — October 2009)
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STATE OF MAINH
OFFICE OF THE GOVERRKNOR
22 STATE HOUSE STATION

AUGUSTA, MAINE

043330001

JOHN ELIAS BALDACCH JOHN M. KERRY

GOVERNOR : DHRECTOR
OFRICE OF ENERGY
INDEPENDENCE AND SECURITY

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

Heating Oil Prices Remain Stable

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

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

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

As of November 16th, 2009

Heating 0il Statewide | Southwest | Central Eastern | Western Northern
Average 2.56 2.41 2.61 2.67 2.47 2.77
High 2.85 2.65 2.70 285 2,70 2.80
Low 2.22 2.22 245 2.49 2.27 2.67
Kerosene 2.95 2.78 3.03 3.06 2.83 3.16
Propane 2.66

It 1s important to note that the price for heating oil is a statewide average and that prices in a
given geographic region of the state may be considerably higher or lower than the statewide
average. Within the OEIS sample, the lowest actual heating oil price of $2.22 per gallon was
found in the Southwestern region. The high-end price of $2.85 per gallon was found in the
Eastern region. The statewide kerosene price average is $2.95 per gallon at this time. The
statewide average for propane based on a use of 600 gallons a year was $2.66 per gallon. The
table above provides current Maine cash prices in dollars rounded to the nearest penny.

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

PHONE: (207) 287-3292
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For assistance please contact MaineHousing about their Home Energy Loan Program (HELP)
that provides low interest rate loans of up to $30,000 to low- and moderate-income homeowners
to finance a wide variety of energy-related improvements to their homes. For program details
and a list of HELP lenders visit MaineHousing’s website at www.mainehousing.org or call 1-
877-544-3271. Many projects funded through this program save more money through the
improvements then the loan payments they have to make. Businesses should take advantage of
Efficiency Maine’s small business loan program to make energy upgrades:

http/fwww efficiencymaine.com/business _programs.htm

The next survey is scheduled for November 23", 2009.
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The number of nonfarm jobs is down to 1999 levels

- {Seasonally adjusted in thousands)
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The rate of job loss 21 months from the start of the
recession is close to the deep downturn of the early 1990s
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Maine Revenue Services
Taxable Sales by Sector
in Thousands of Dollars

Buiiding Supply
Food Store

General Merchandise
Other Retail
Auto/Transportation
Restaurant

Lodging

Consumer Sales
Business Operating
Total

Sept. 09

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

$81,099

$1,342,163

$169,090

$1,511,252

% Ch.

-17.4%
3.7%
A.7%
-3.2%
-10.5%
-0.5%
3.0%

Sept. '08

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

§78,719

-5.6% $1,421,491

~18.1%

$206,424

-7.2% $1,627,915

% Ch.

0.2%
0.1%
-3.6%
3.4%
-0.6%
-3.7%
-10.3%

Sept. '07

$244,734
$135,443

$270,028

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

$87,738

-1.5% $1,442,486

2.4%

$201,598

«1.0% $1,644,084

Average
last 3 Mos.
Vs, LLast Yr.

% Change
-18%
1%
~5%

4%

2%
3%
6%
6%
-18%
~T%

Moving Total
Last 12 Mos.
Vs, Prior
% Change
-16%
3%
-5%
2%
-12%
“1%
-8%
“T%
-16%
8%

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

-18%

3%
-5%
=2%
-10%
-1%
8%
~T%
-18%
-8%
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UTILITIES

RESTAURANT/
LODGING 8%
AUTO/TRANS. 13% /
19% / |
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\ =, —OPERATING
N "_'__1______.;.,.___,._:;___,-:_-7.-::.‘-: 2 12%
e / -

OTHER I R | BLDG.
RETAIL — / | ‘SUPPLY
11% i / 12%
GENERAL | FOOD STORE |

MDSE. - 5
17% At

Maine Revenue Services Economic Research Division 11/16/2009
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20.0%

Total Taxable Sales

Year-Over-Year Percent Change

15.0%
10.0%
5.0%
0.0% -
-5.0%
-10.0% -
-15.0% _

1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009
EQtr. | 10.0% | 7.0% | 1.0% | 20% | 3.0% @ 150% | -1.2% 7.0% | -2.0% | -2.0% | -8.9%
B Qir. | 10.0% | 7.0% & 0.0% | 50% | 3.0% 40% | 36%  10% 10% | 22%  -11.0%
oatr. il 11.0% | 0.0% | 2.0% | 50% | 40% | 4.0% | 30% 20% | 1.0% | -1.0% | -7.0%
EQtr IV | 7.0% | 1.9% | 40% | -1.0% | 9.0% @ 27% | 1.0% | -1.0% & 0.0% | -8.0%
H Year 9.0% | 3.6% | 2.0% | 3.0% | 50% | 6.0% | 20% | 2.0% | 1.0% | -20%  -8.0%

GQuarter & éalendar Year
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Year-Over-Year Percent Change

Auto/Transportation Taxable Sales

25.0% T

20.0%

15.0% -

10.0%

5.0% -

0.0% -

-5.0% -

-10.0% A

-15.0% -

- oL L S . . .

20.0% 1998 1999 | 2000 2001 2002 2003 2004 2005 2006 2007 2008

BQtr. | 18.9% | 14.0% | 13.0% | -6.0% 9.0% 2.0% 5.0% -4.2% -1.0% -4.0% 30% | -14.7%
4.4% 8.0% 5.0% 5.0% 3.0% 4.0% 4.0% 0.0% -8.0% 3.0% -3.0% | -16.0%
4.0% 14.0% 2.0% 4.0% 9.0% 5.0% -1.0% -1.0% -6.0% 0.0% -6.0% -2.0%

OO IV [ 14.0% 11.0% 2.0% 220% | -16.0% 8.0% -2.0% -7.0% 3.0% | 20% | -16.0%
9.0% 12.0% 3.9% 5.0% 20% - 50% | 1.0% -2.0% 3.0% - 0.0% 6.0% | -10.0%

Quarter & Calendar Year
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‘Building Supply Taxable Sales
January 2001 to Date

$2,625.000 - . 20%
2,525,000 T 15%
$2.425,000 -
. o L 10%
£ $2,325,000 1 _
8 $2,225,000 - T 5%
[T -
5] _ T
@ $2,125,000 - T 0%
o
m
; $2,025,000 - ¥ 5%
2 $1,925,000 _

: - ~10%
$1,825,000 }
$1,725,000 _ 15%
$15625,000 wHHiislilllse\i\‘\\;Jiiii=731\\1§2|||17,‘1H\:5!!]!53“1\<'\i;!lii::—7113:;!!1!:;“1;\; :’:-:’H?}ffii._ -20%
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|====12 Month Moving Total == Growth Rate

Growth Rate

Maine Revenue Services Economic Research Division 11/16/2009
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Thousands of Doliars

Sy

$1,575,000 | -

Food Store Taxable Sales
January 2001 to Date

$1,525,000 -

$1,475,000

$1,425,000 -

$1,375,000

$1,325,000 ;

$1,275,000

$1,225,000 -

$1,175,000 -

TTIITTTITT O T I T T rterTTiaTy R R R RN AR R R R R AR R R R L R A A R R R R R AR R RS R R R R R R
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pe% 2 Wl odie ooty o ek & Weked

| ===12 Month Moving Total =

*Growth Rate

8%

T 6%

4%

2%

T .29
T 4%
~ 6%
8%
T 10%
- 12%

Growth Rate

Maine Revenue Services Economic Research Division 11/16/2009
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General Merchandise Taxable Sales
January 2001 to Date

$3,375,000 - [ - TR 3 — 8%

$3,275,000 -

$3,175,000 -

$3,075,000

$2,975,000 -

Growth Rate

$2,875,000 -

Thousands of Dollars

$2,775,000 -

$2,675,000 -

$2,575’000 #HI|||III|!||H=iia R RN WWWHH 1\\}\\\“‘“.“1}}i}\}.;1‘.Z!!iil!|Ii:I|I|!I!|!|‘|||II|!|I=‘=!=1.!=i==IIEI“
.@ <:> 'S &“'«Q*’ ‘Q?’ PP I P>E L E Q“’ o 6\ cs‘b P
W8 Wk e IR ?.q S ONS Wed o‘*’o&‘@

Growth Rate

===12 Month Moving Total ==

Maine Revenue Services Economic Research Division 11/16/2009 |
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Thousands of Dollars

$2,125,000 -

Other Retail Taxable Sales
January 2001 to Date

$2,025,000

$1,925,000

$1,825,000 -

$1,725,000 - +
] T 2%
1,625,000 -
$ : 0%
$1,525,000 - - 2%
$1,425,000 ' [N S A A I I TN T T T A T O A O O B A 0 U 2 »zwr\\!l?‘-‘\:z.iié =_m —46/0
c.a" &; -6" 6‘" Q;b Qs" Qs"’ cs”‘ Q"‘ <§° 3 Q‘b e?" qu’ & 6\ @ PP

& 5\) {;0 v.,Q Q QQ @‘3‘ @’b 'b ‘é‘ Q Qe'oé’;\

"-“““12 Month Moving Total ===

Growth Rate

Growth Rate

Maine Revenue Services Economic Res_earch DEVES_iOﬂ 11/16/2009
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January 2001 to Date

$3,950,000 1

$3,850,000 -

RO B

$3,750,000 1—
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$3,550,000 -

$3,450,000 -

Thousands of Dollars

$3,350,000 -

$3,250,000

$3,150,000 -
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Auto/ Transportation Taxable Sales

- 15%
- 10%
- 5%

H 0%

+ -5%
- 10%
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Growth Rate

Maine Revenue Services Economic Research Division 11/16/2009
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Auto/Transportation Sales as Percentage of Total Sales
12 Month Moving Total Dec. 1974 - Date

27%

25%

23%

21%

Percentage of Total Sales

19%

17%
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Maine Revenue Services Economic Research Division 11/1‘6/2009
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Restaurant Taxable Sales
January 2001 to Date

$1,975,000

$1,925,000 -

$1,875,000 -
$1 825,000

| I N |

$1,775,000

$1,725,000

$1,675,000

Thousands of Dollars

$1,625,000
$1,575,000

S S 0 I O O

$1,525,000

L. f
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Growth Rate
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[.odging Taxable Sales
January 2001 to Date

10%
$675,000
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@ ]
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Total Consumer Taxable Sales
January 2001 to Date

8%

T 6%

$15,100,000 -—

$14,600,000 -

$14,100,000 -

$13,600,000 -

Thousands of Dollars

$13,100,000

$12,600,000 -

$12,100,000 z|,i;:‘;wi=i|:.!éé :\H\;e!lli%‘:\\157aulli\§\(\\:HHI!E‘H:i:%iiliii:%:MZH:IE%—MH'\iii!iEA.H—wii_

S & N o
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=12 Month Moving Total =%=Growth Rate |

Growth Rate

Maine Revenue Services Economic Research Division 11/16/2009
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Thousands of Dollars

Business Operating Taxable Sales

$2,375,000 -

January 2001 to Date

$2,275,000 -

$2,175,000 -

$2,075,000

$1,975,000

T P O O

15%

10%
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Total Taxable Sales
January 2001 to Date

$17,800,000 . - . B L 8%
$17,300,000 - L 6%
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4 $16,800,000 T 4%
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Maine Revenue Services
Sales & Use Tax and General Fund Service Provider Tax Revenue

WMonth FY™0 Actual FY'10 Budget FY'09 Actual FY'08 Actual FY'10 Actual FY'10 Budget FY"10 Actual FY'08 Actual

_ vs. Budget vs. FY'09 Actual vs, FY'09 Actual vs, FY'08 Actual
Jul $90,437,714 $102,190,694 $102,933,388 $100,695,273 ~11.5% 0.7% ~12.1% 2.2%
Aug $79,210 {$359,613) $1,373,743 {$2,248,639) ~122.0% -126.2% 94.2% -161.1%
Sen $96,228,300 $102,808,603 $103,435,596 $102,884,342 -6.4% -0.6% -7.0% 0.5%
Oct $88,431,836 $95,639,297 '$96,353,116 $97,816,164 -7.5% 0.7% -8.2% -1.5%
Nov $0 $80,704,251 $81,320,814 $83,857,052 -100.0% 0.8% -100.0% ~3.0%
Dec $0 $83,074,671 $61,637,775 $77,804,104 -100.0% 34.8% -100.0% -20.8%
Jan $0 $87,306,289 $96,871,215 $100,469,208 ~100.0% -9.9% -100.0% -3.6%
Feb $0 $63,120,720 $62,041,108 $66,954,262 -100.0% 1.7% -100.0% -7.3%
Mar $0 $63,398,495 $62,314,049 $67,116,138 -100.0% 1.7% -100.0% -7.2%
Apr $0 $69,997,061 $68,807,350 $76,125,146 -100.0% 1.7% -100.0% -9.6%
May $0 $68,946,765 $67,783,755 $75,576,635 -100.0% 1.7% -100.0% -10.3%
Jun $0 $177,717,551 $169,758,405 $188,107,757 -100.0% 4.7% ~100.0% 9.8%
Total $275,177,060 $994,544,784 $974,636,315 $1,035,157,942 -72.3% 2.0% -71.8% -5.8%
YTD Oct $275,177,060 $300,278,981 $304,101,843 -8.4% 1.3% -9.5% 1.7%

$299,147,640

Maine Revenue Services Economic Research Division. 11/9/200%
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{iaine Revenue Services
Sales Tax Cash Receipts

Juld

Aug
Sep
Det
MNov
Dec
Jan
Feb
War
Apr
May
Jun

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

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

$0
$0
$0
$0
$0
30
$0
$0

FY'08
$94,480,353
$92,867,808
$95,234,765
$89,753,178
$73,756,458
$65,245,049
$89,286,080
$56,805,192
$57,141,982
$63,313,527
$62,013,348
$69,759,671

“YTD FY"0

$84,490,717
$170,370,288
$260,642,846

$343,645,598

$343,645,598
$343,645,598
$343,645,598
$343,645,598
$343,645,598
$343,645,598
$343,645,598
$343,645,598

YTD FY'09
$94,480,353

$187,348,161

$282,582,926

$372,336,104

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

$777,884,392

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

Growth Rate
~10.6%
-7.5%
-5.2%
-7.5%
-100.0%
«100.0%
-100.0%
~100.0%
-100.0%
-100.0%
-100.0%
-100.0%

YTD Growth Rate

-10.6%
-9.1%
~7.8%
~1.7%

-23.0%

-32.8%

-42.8%

47.7%

-51.9%

-55.8%

-59.1%

-62.2%
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Economy.com

Aprii 2008

(2000 = 100}

cY Motor Fuels
2006 1.0000
2007 1.0840
2008 1.2626¢
2008 0.8024
2010 0.9034
2011 1.0038
2012 1.0376
2013 1.0060
CcY Fuel Oil

2006 1.06000
2007 1.0781
2008 1.4588
2009 11931
2010 1.2300
2011 . 1.3132
2012 1.3851
2013 . 1.4280
cY Natural Gas
2006 1.0000
2007 0.9867
2008 1.1239
2009 1.0321
2010 1.0640
2011 1.1360
2012 1.1981
2013 1.2361
CY Electricity
2006 1.0000
2007 1.03%4
2008 1.1059
2009 1.1050
2010 1.13%2
2011 1,2163
2012 1.2828

2013 1.3235

Economy.com
November 2002
GPl Urban Consumer

Y Motor Fuels
2608 2779350
2009 187.5375
2010 208.8575
2011 2249425
2042 235.7450
2013 242.8900
cY Fuel Oil
2008 363.5975
2008 2270075
2018 231.9125
2011 245.0425
2012 257.3050
2013 267.4200
cY Natural Gas
2008 247.9900
2009 194.7425
2010 185.5750
2011 206.6450
2012 216.9900
2013 225.5200
cYy Electricity
2008 - 187.0900
2008 185.0300
2010 202.7950
2014 214.2825
2012 225.0050
2013 233.8500
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Target motor vehicle sales

Forecasted Maine sales X average price

Calendar Year
2008
2009
2010
2011
2012
2013

Fiscal Year
2009
2010
2011
2012
M3

24,871
24,314
24,129
24,134

24,272

24,505

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

Average price New Vehicle Pricex
New Vehicle Registrations Registrations
Maine

1,252,777,141

946,781,602
1,120,405,986
1,250,952,727
1,352,581,472
1,336,037,105

1,096,779,372
1,630,593,794
1,185,679,356
1,301,767,099
1,344,3089,288

Growth Rate

H#REF!
-24.9%
19.1%
11.7%
8.1%
«1.2%

Aprii 2009

-8.0%
15.0%
9.8%
3.3%

Target motor vehicle sales

Forecasted Maine sales x average price

Average pricdew Vehicl Price x
New Vehicleegistration Registrations

Calendar Year

2008
2009
2010
2011
2012
2013

Fiscal Year
2509
2010
2011
2012
2013

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

Maine

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

1,254,407,918
958,401,228
999,660,127
1,185,548,128

1,355,468,384

1,423,347,685

1,006,404,573

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

Growth Rate

-22.4%
4.3%
18.6%
14.3%
5.0%

Nov, 2008

-10.7%
11.6%
16.3%

9.4%
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Actuais & May, 2009 Forecast /1

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

FY06

FYQ7

Biannium

FYoe

FYQ3

Biennium

EY10

FY11 Biennium

F2

FY13

Biennium

$933,202,707 $1,020,855,253 $2,014,058,960

$1,045,157,942

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

$994,544, 784 §1,017,152,159  $2,011,6%96,943

$1,054,225418 $1,004,724,737 $2,148,950,155

Growih Rate 5.5% 28% 8.4% 1.4% -5.8% -0.2% 2.0% 2.3% 0.1% 3.6% 3.8% 6.8%
Technical Adjustments to Prior Forecast /2 $0 50 &0 30 0 50 (522,824,784} ’ $24,452,159) (547,.0?6,943) ($25,332,437) {525,285,089) {$51,627,508)
Economic Assumptions /3 50 50 $0 50 30 80 {$18,674,878) ($13,113,674) {$31,788,552) {54,822 874} 57,234,989 52,412,115
Total Adjustmends to Prior Forecast 50 50 50 $0 80 30 (541,299,662}  (537.565,833)  (§78.885,495) ($30,155,311}  (515,060,080)  ($49,215.3091)
Mew Forecast $693,202,707 §1,020,856,253  $2,014,058,960 | $1,035,167,842 5974.8%6,315 $2,009,794,257 853,245,122 $979,586,326  $1,932,831,448 | 5§1,024,070,107  $1,075,664,657 52,009,734,764
Growth Hate 5.5% 2.8% 8.4% 1.4% -5.8% -0.2% -2.2% 2.8% -3.8% 4.5% 5.0% 8.6%
1/ May. 2008 forecast as adiusted by P L. 20089, Chapter 213, with FY0G, FYQ7, FY08B and FY09 actuals.
2/ Technical adjustiments refer to all changes in the forecast that are not related 10 changes from new economic assumptions, Examples of technical changes may be new data, model updates and changes, and court cases that affect ravenues.
3/ This fine shows the incremental change in baseline revenues as a result of the new economic forecast reieased by the Consensus Economic Forecasting Committee. In addition, Ecanomy.com's October 2008 forecast is used to estimate the impact
of energy prices on sales tax receipts and io target autormnobile sales growth.
Maine Aavenue Senvices

18-Nov-09

Economic Research Division
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Maine Revenue Services

Model 8ales Tax Revenue for Selected Categories from the November 2009 Forecast

{millions of dollars)
Fiscal Years

Personal Consumption
Total motor vehicles
New autos

Used Auios

Other motor vehicles

Restaurants ~ consumer
iLodging - consumer

Bhoes

Women's clothing
Men's ciothing

Jewelry and watches
Teilet articles and preps
Furniture

Prugs

Personal consumption
Business Intermediate
Business investment

2009

$117.1
$51.66
$29.22
$36.24

$137.35
$42.98

$10.11
$39.15
$23.8
$13.3
$18.8
$16.8
$15.92

$708.3
$184.8
$81.7

2010

$104.9
$46.3
$26.2
$32.5

$136.8
$42.6

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

$694.0
$178.4
$82.1

-10.4%
~10.4%
=10.4%

~10.5% -

-0.4%
~1.0%

0.2%
0.0%
0.0%

-0.2%

-0.3%
2%
0.4%

-2.0%
-3.4%
0.5%

2011

$117.1
$51.6
$29.2
$36.2

$138.0
$43.7

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

$713.2
- $181.2
$84.7

11.6%
11.6%
11.6%
11.6%

0.9%
2.6%

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

2.8%
1.6%
3.1%

2012

$136.1
$60.1
$34.0

$42.1

$141.1
$46.3

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

$746.6
$188.3
$88.8

16.2%
18.3%
16.3%
16.3%

2.2%
6.0%

1.9%

3.3% -

3.3%
4.4%
5.5%
4.2%
1.0%

4.7%
3.9%
4.8%

2013

$148.9
$65.7
$37.2
$46.1

$145.7
$50.3

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

$785.5
$196.4
$93.4

9.4%
9.4%
9.4%
9.4%

3.3%
8.8%

27%
4.90/0
4.9%
6.4%
8.1%
6.0%
1.5%

5.2%
4.3%
52%
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rirst Take

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

National Retall Sales, (MM % Chy., 34)
Oct 09 Sep 09 Aug 09 Jul 09 Jun 09 May 09 Apr 09 Mar 09

Retail & Food Services 1.4 -2.3 24 01 0.9 0.5 -0.3 -1.2
Ex Autos 0.2 0.4 08 05 07 0.2 03 1A
Ex Auto Ex Gas 0.3 0.3 04 -03 0.1 -0.2 -0.3 -0.9
Motor Vehicle & Parts Dealers 74 143 10.2 1.7 1.8 1.5 0.2 -2.1
Furniture & Home Furnishing Stores 0.8 0.8 11 062 05 -06 05 22
Electronic & Appliance Stores -0.6 0.8 0.9 -141 0.5 -1.6 -0.8 -8.5
Building Material Dealers -2.4 -0.8 -1.8 18 -0.6 0.4 -1.1 -0.8
Food & Beverage Stores 0.1 0.6 06 -03 6.0 0.4 0.0 0.4
Glothing & Accessories Stores 04 06 15 08 13 03 07 32
General Merchandise Stores 0.8 0.3 0.9 0.0 -0.1 -0.8 -0.6 -0.8
Food Services & Drinking Places 1.2 0.0 0.3 -04 -0.2 0.1 01 -1.0
Gasoline Stations 0.0 0.9 50 1.7 6.5 4.3 0.6 2.4
Nonstore Retailers 1.0 0.1 08 -0.3 2.3 -0.1 -0.1 -0.9

Mational Retail Sales, (Year to Year % Chy., B4
Oct 09 Sep 09 Aug 09 Jul 09 Jun 09 May 08 Apr 08 Mar 09

hittne S anww eronamy eom/dismalmra/release asn ‘7T"—i”nl 3272‘81}11']
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Retail & Food Sarvices -1.7 -6.3 -85 -85 -8 -9.8 -10.0 -8.5
Ex Autos ' 26 53 65 -86 78 7.8 75 62
Ex Auto Ex Gas -0.8 -1.9 3.2 45 -3.7 -3.6 -3.2 -1.8
Motor Vehicle & Parts Dealers 26 -115 10 79 -144 4188  -21.1 . -233
Furniture & Home Furnishing Stores -7.6 72 118 123 128 144 143 142
Electronic & Appliance Stores -7.0 -82 -10.8 -143 125 -143 -1.G -9.4
Building Material Dealers 180 135 -143 143 124 116 129 -9.6
Food & Beverage Stores 5 0.1 -1 -1.0 -0.3 0.6 0.1 0.8
Clothing & Accessories Stores 15 4 53 72 82 74 75 70
Gieneral Merchandise Stores 1.5 -0.2 -1.3 3.6 -2.9 2.6 -0.7 0.8
Food Setvices & Drinking Places 1.5 -0.7 -0.1 0.0 0.6 1.4 1.7 25
Gasoline Stations 450 -257  -266 -33.4 <311 -339 0 -348 340
Nonstore Retailers 1.6 -1.8 26 -h3 -4.5 6.8 -7.6 -4.3.

Purchase: Purchase the complete data from Moody's Economy.com Research Store
Source: Census Bureau

The Numbers

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

Vehicle and parts dealer sales jumped 7.4% in October, but that followed a
5 44.3% plunge in September (revised from -10.4%). Sales recovered strongly
from their ex-clunker fail.

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

Outside of autos, restaurants ted growth, jumping 1.2%. Nonstore retailers and
warehouse clubs and supercenters also posted strong growth.

Year-over-year declines continue to shrink, as sales were plunging at this time
last year. Only gas stations and housing related retailers continue to post large

* year-ago dectines. Drug stores lead year-ago growth, but many other segments
posted modest growth in October in contrast with a few months ago when few
segments were posting growth.

Outside of the large downward revision to autos sales, revisions to September

. data were smail in aggregate. Downward revisions to general merchandise,
huilding supply and furniture store sales were largely offset by upward revisions
to electronics and appliance and drug store sales. '

hitne/fwww economv com/dismal/pro/release.asoTr=gsaygetail 11/16/2005
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Behind the Numbers

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

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

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

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

SCOTT HOYT IN WEST CHESTER | PRINT | HOME

bt rimowr acomomy nnm/’dicmal/nrn/reieaﬂe.asn?r:&s_a 7I£Ptaﬂ 11/16/2009
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Maine Revenue Services

Transfers to the Tourism Marketing Promotion Fund

November 2009 Forecast

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

Actual FY'038 meals/lodge tax revenue
General Fund portion

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

Variance

Meals and lodging revenue forecast
Growth rate '
General Fund

General Fund percentage

November 2008 forecast
5% to Tourism Fund

Current budget

Variance

$190,137,464
$180,440,453
$9,190,591
$9,022,023
($168,568)

FY'10
$189,040,000
-0.6%
$179,588,000
895.0%

Fy'i1
$8,979,400

$9,245,439

($266,039)

94.8%

Transfer to the Transii, Aviation and Rail Transportation Fund {STAR Fund)}.
50% of the revenue collected from the 10% sales tax on shori-term automobile
rentals in a fiscal year is transferred to the STAR Fund in the next fiscal year,

Current Budget
Actual FY"10 and new forecast

Yariance

FY'10
$3,054,518

$3,134,861

$80,342

5.0%
FY*11 FY'12 FY'13
$191,570,000 $197,730,000 $206,920,000
1.3% 3.2% 4.6%
$181,991,500 $187,843,500 $196,574,000
95.0% 95.0% 95.0%
FY'12 FY'13 FY'14
$9,099,575  $9,392,1756  $9,828,700
$9,266,165  $9,498,589
($166,580) - ($106,414)
FY'11 FY*2 FY'13
$3,061,703  $3,079,163  $3,127,679
0.2% 0.6% 1.6%
$2,946,769  $2,970,343  $3,000,047
. -80% 0.8% 1.0%
< {$114,934) . ($108,820)  ($127,632)
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Wages & Salaries
Taxable Interest
Dividends
Taxabie Pensions
Net Capital Gains

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

Unemployment Compensation
Federal Adiusted Gross Income
Alternative Minimum Tax

Wages & Salaries
Taxable lnterest
Dividends

Taxable Pensions
Net Caphal Gains

Rent, Royalties, Partnerships, S Corps, slc.

Unemployment Compensation
Federal Adjusted Gross Income
Alternative Minimum Tax

Wages & Salaries
Taxable Interest
Dividends
Taxable Pensions
Net Capital Galns

Rent, Royalties, Parinerships, S Corps, ete.

Unemployment Compensation
Federat Adjusted Gross Income
Alternative Minimum Tax

Wages & Salaries
Taxable Interest
Dividends
Taxable Pensions
Net Capital Gains

Rent, Royalties, Partnerships, 8 Corps, elc.

Unemployment Compensation
Federal Adjusted Gross income
Alternative Minimum Tax

Returns

Returms

Returns

2005 Preliminary M
Dollars

Chapge 2004

$18,558,232,627
$453,514,246
$532 576,555
$1,708,628,440
$1,233,542 271
$1,030,888,483
$108,505,424
$25,619,938,411
851,102,283

2006 Preliminary /1
Dellars

2.97%
22.03%
10.54%

7.47%
10.54%
16.43%

-10.55%

8.28%

36.84%

Change 2005

'$19,294,131,834
$587,874,108
$615,403,219

$1,839,404,812
$1,610,079,089
$1,059,971.678
$100,989,286
$26,953,297,111
$62,440,952

2007 Preliminary /1
Dollars

3.97%
29.63%
15.74%
7.65%
30.52%
1.93%
-6.95%
5.20%
22.19%

Change 2006

$20,574,376,272
$709,005,722
$723,149,157
$1,997,380,815
$1,746,139,705
$094,972,611
$108,450,238
$28,556,398,717
$68,717,151

2008 Preliminary /1
Returns Dollars

5.60%
20.81%
17.32%

8.59%

8.45%

-68.13%
7.4A2%

6.32%
10.05%

Change 2006

$20,842,162,701
$581,099,05C
$633,514,792
$2,034,722,838
$831,921,801
$850,193,247
$147,768,247
$27,855,621.263
$68,099,210

2.30%
-18.04%
-12.40%

1.87%
-62.36%
«14.55%

36.24%
-2.79%
-0.80%

2005 Final /1

Returns

Retuns Dallars
' $19,376,933,154
$521,692,832
$629,869,889
$1,782,004,840
$1,940,478,728
$1,359,163,586
$112,816,735
$27.556,864,106
$62,739,619

2006 Final /1
Dgllars
$20,208,299,248

$688,947,874
$745,7698,827
$1,918,152 587
82 257,427,397
$1,419,621,120
105,045,412
$29,368,848,261
$80,358,289

2007 Finat M1

Returns Dollars
$21,201,700,884
$811,366,829
8874,754,447
$2,071,220,949
$2,445.638,007
%1,354,052,323
©$111,918,870
$30,048,647,227
$89,068,497

2008 Finat /2

Returns Doliars
$21,759,079,523
$673,000,947
$766,400,632
$2,115,887,965
$1,165,785,700
$1,147 843,802
$153,106,998
$30,216,7984,79%
$87,853,861

Change Change 2004
4.41% 2.19%
15.03% 20.52%
18.27% 12.04%
4.29% 7.02%
57.31% 28.37%
30.70% 14.09%
3.97% -10.86%
7.56% 5.42%
22.77% 34.29%
Change Change 2005
4.74% 4.29%
17.19% 32.06%
20.99% 18.40%
4.28% 7.684%
40.21% 16.33%
33.93% 4.45%
4.04% -8.85%
8.85% 6.57%
28.69% 28.08%
Change Change 2007
£06% 4.92%
14.44% 17.77%
20.96% 17,30%
3.70% 7.98%
40.06% 8.34%
36.09% -4.62%
2.19% G.54%
8.00% 5.39%
29.62% 10.84%
Change Change 2008 Change if use 2001 1o blow up 2008
4.40% 2.83% 2.1%
15.82% -17.05% -20.7%
Z20.98% -12.35% -19.25%
3.99% 2.16% 1.7%
40.13% -52.33% -68.1%
35.01% -15.23% -23.0%
3.61% 36.80% 52.1%
8.48% -2.36% -4.7%
28.16% -1.25% -4.5%

A/ IMF & IRTF data for returms with Maine address.

2/ Estimated
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Year-Over-Year Percent Change

25.0%
20.0%
15.0%
10.0%
5.0%
0.0%
”5 .OO/D : ; : . ShEd :
1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009
16.3% 10.1% 9.0% -1.9% 57% 85.5% T A% 2.7% 3.8%  46% -2.7%
5.2% 11.0% 11.1% 2.0% 3.8% 22% 1 20% 4.7% 5.3% 3.3% -2.8%
11.4% 4.0% -0.4% 8.4% 2.8% 14.1% 3.7% 5.3% 2.3% 6.5% -3.3%
11.8% 3.6% 8.3% 4.5% 3.2% 5.5% 3.7% 4.4% 55% 1.8%
11.2% ; 7.4% 7.6% 2.7% 3.9% 6.4% 41% | 4.2% 4.4% 3.9% -2.9%

i

Quarter & Calendar Year
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Millions of Dollars

Percentage of Resident Liability Attributable to Net Capital Gains

51,600.0

- 18.0%

$1.400.0
. 16.0%

$1.200.0
14.0%

1,000.0
3 12.0%
$800.0 10.0%
8.0%

$600.0
8.0%

$400.0
4.0%

200.
$200.0 2.0%
3 0.0%

Tax Year

b
i
|

Liability

—o— Percent Capital Gains

Resident Income Tax

* Signifies a forecasted value.




Capital Gains and Losses Reported on Maine Individual Income Tax Returns, Tax Year 2007 /1

Federal Returns with Net Capital Gains Returns with Net Capital Losses Returns with Capital Gains/Losses
Adjusted Gross Income Thousands (Millions of Dollars) Thousands (Millions of Dollars) Thousands (Millions of Dollars)
Returns Gains Revenue Returns Losses Revenue Returns Net Gains Revenue
Less than or Equal to $0 958 $21.9 $0.0 1,567 ($4.0) ($0.0) 2525 $17.9 $0.0
$0 <= $10,000 7,487 $i6.7 $0.2 2,820 ($5.8) ($0.0) 10,407 $10.9 $0.2
$10,000 <= $20,000 : 7,872 $33.7 50.7 2,632 ($5.4) ($0.1) 10,504 _ $28.3 $0.5
$20,000 <= $30,000 7,236 $36.7 $1.2 2,184 ($4.6) (30.2) 9,420 $32.1 $1.0
$30,000 <= $50,000 14,350 1.7 $3.9 4101 ($8.5) ($0.5) 18,451 $73.2 $3.3
$50,000 <= §75,000 16,978 $131.0 $8.4 4,399 ($8.1) ($0.6) 21,377 $122.9 $7.7
375,000 <= $100,000 13,008 $145.3 $10.5 3,164 ($5.4) ($0.5) 16,172 $139.9 $10.0
$100,000 <= $200,000 17,578 $422.9 $32.1 4,082 ($7.4) ($0.6) : 21,660 $415.5 $315
Greater than $200,000 8.358 $1.633.9 5123.9 1,801 ($4.2) ($0.3) 10,159 $1.629.7 $i236
93,825 $2,523.8 $180.8 26,850 ($53.4) ($2.8) 120,675 $2.470.4 177.9

Tolal Resident Tax Returns filed in Tax Year 2007 = 613,065
Total Resident Tax Liability in Tax Year = $1,369.55 Million

Q 1/Based on Maine Revenue Services' Individual Income Tax Model. Data is from tax returns filed with the Internal Revenue Service and Maine Revenue Services.

=]
—

Resident
Net Gains % Change
{5 Millions)
1995 $551.7
1996 $799.7 - 45.0%
1997 $1,218.7 52.4%
1998 $1,551.0 27.3%
1999 $1,867.2 20.4%
2000 $2,360.4 26.4%
2001 $1,079.3 -54.3%
2002 $908.8 -15.8%
2003 $1.069.7 17.7%
2004 $1,526.9 42 7%
2005 . $1,960.3 28.4%
2006 $2.280.1 16.3%

2007 $2,470.4 8.3%
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YTD Individual Income Tax Revenue
FY'10 Actual, Budget & FY'09 Actual
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Maine Revenue Services
Individual Income Tax Revenue

FY"10 Actual FY'10 Budget FY'09 Actual FY'08 Actual FY'10 Actual FY"0 Budget FY'i0 Actual FY'09 Actual

vs. Budget vs. FY'09 Actual vs. FY'09 Actual vs. FY'08 Actual
Jul $106,011,021 $114,900,000 $113,031,229 $95,536,505 -7.7% 1.7% -8.2% 18.3%
Aug $45,365,263 $47,750,000 $45,901,885 $63,614,971 ~5.0% 4.0% -1.2% -27.8%
Sep $129,859,317 $157,850,000 $159,967,180 $142,274,584 A7 7% -1.3% ~18.8% 12.4%
Oct $105,732,282 $124,700,000  $122,613,654 $106,275,614 -15.2% 1.7% -13.8% 15.4%
Nov 30 $110,050,000 $107,137,039  $120,004,767 -100.0% 2.7% -1G0.0% -10.7%
Dec %0 $132,000,000 $123,901,804 $126,751,390 -100.0% 6.5% -100.0% -2.3%
Jan $0 $148,700,000 $164,474,825 $168,149,146 -100.0% -9.6% -100.0% -2.2%
Feb $0 $42,700,000 $29,142,490 $35,367,858 -100.0% 46.5% ~100.0% -17.6%
Mar 50 $45,100,000 $36,021,026 $67,900,811 -100.0% 25.2% -100.0% -47.0%
Apr $0 $234,054,369 $218,341,426  $335,154,593 «100.0% 7.6% -100.0% -34.9%
May $0 $93,600,000 $82,135,878 $105,398,640 -100.0% 14.0% -100.0% -22.1%
Jun $0 $192,500,000 $162,769,283  $191,591,079 -100.0% 18.3% -100.0% -15.0%
Total $386,968,584 $1,444,804,369 $1,365,437,729 $1,558,032,958 -73.2% 5.8% ~11.7% ~12.4%
YTD Oct $386,968,584 $445,200,000 $441,513,958 $407,704,674 -13.1% 0.8% “12.4% 8.3%

Maine Revenue Services Economic Resegarch Division. 11/8/2009
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| 1040 Withholding
Year-fo-Dafe FY'10 & FY'09
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Withholding Tax Revenue
12 Month Moving Total
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1040 Estimated Payments
Year-to-Date FY'10 & FY'09

- $300,000,000

$250,000,000

$200,000,000 - : —

$150,000,000

Doliars

$100,000,00C

$50,000,000

T

$0 - _
o> %e-Q ()a" ep“ 000 3’&9 Qéo @‘5‘ ?9‘

B FY'10 C1FY'09 — Growth Rate

Maine Revenue Services Economic Res_earch Division 11/2/2009

o

W

0%

- 5%,
1 -10%

1 5%

-20%

11 25%

11 -30%

-35%

Growth Rate



L8-D

1040 Final Payments
Year-to-Date FY'1 0_& FY'09
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Maine Revenue Sérvices Economic Research Division 11/2/2008
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Maine Revenue Services
individual Income Tax Withholding, Estimated Payments and Final Payments

1040 Withholding

FY'09

FY'10
Jul $102,382,142  $100,983,161
Aug $95,050,382 $90,284,685
Sep $78,207,086 $85,891,676
Oct $99,646,470  $101,632,415
Nov $0  $110,658,327
Dec $0 590,492,288
Jan $0  $109,865,581
Feb $¢  $102,994,355
Mar $6 $83,706,830
Apr 4] $94,204,024
May $0 $90,683,694
Jun $0 $82,193,979
Year-To-Date
1040 Withholding
FY'10 FY'09

Jutf $102,392,142  $100,983,161
Aug $197,442,524 $191,267,848
Sep $275,649,610° $277,159,522
Ot $375,296,080 $378,791,937
Nov $375,206,080 $48%,450,264
Dec $375,296,080 $579,942,552
Jan $375,296,080 $689,808,133
Feb $375,296,080 $792,802,488
Mar $375,296,080 $876,508,318
Apr $375,296,080 $970,713,342
May $375,296,080 $1,061,397,036
Jun $375,296,080 $1,143,591,015

Growth Rate

1.4%
5.3%
-8.9%
-2.0%
=100.0%
-10C.0%
-106.0%
-100.0%
-106.0%
-100.0%
~100.0%
-100.0%

Growth Rate

1.4%
3.2%
-0.5%
-0.9%
-23.3%
-35.3%
-45.6%
-52.7%
-57.2%
-81.3%
-54.8%
-67.2%

FY'10

$2,956,364
$3,087,352
$44,087,371
$3,678,147
$0

$0

$0

$0

$0

$0

$0

$0

FY'"1Q

$2,956,364
$6,043,718
$50,131,087
$53,809,234

. $63,808,234
© $53,809,234

53,809,234
$53,809,234
$53,809,234
$53,809,234

53,809,234
$53,809,234

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

1040 Estimated Payments

FY'09

- $4,266,214
$3,662,687
$66,964,004
$4,981,764
$2,3446,363
$27,240,521
$55,636,389
$1,507,379
$2,811,750
$26,566,513
$2,492,141
$40,049,643

1040 Estimated Payments

FY'09

$4,266,214
$7,928,901
$74,892,905
$79,874,669
$82,221,032
$109,461,553
$165,098,542
$166,605,921
$169,417,671
$195,984,184
$198,476,325
$238,525,968

Growth Rate

-30.7%
-15.7%
-34.2%
-26.2%
-100.0%
~100.0%
~100.0%
-100.0%
-100.0%
-100.0%
-100.0%
-100.0%

Growth Rate

-30.7%
-23.8%
-33.1%
-32.6%
-34.6%
-50.8%
-67.4%
-67.7%
«68.2%
-72.5%
-72.8%

-77.4%

FY"10

$5,548,425
$5,050,296
$5,029,186
$10,989,096
$0

$0

$0

30

$0

$0

$0

$0

FY't0

$5,548,425
$10,598,721
$15,627,807
$26,617,003
$26,617,003
$26,617,003
$26,617,003
$26,617,003
$26,617,003
$26,617,003
$26,617,003
$26,5617,003

10490 Final Payments

FY'09

$6,651,177
$6,158,672
$5,485,836
$14,300,848
$4,166,207
$3,910,214
$3,896,907
$7,244,441
$18,917,813
$140,234,885
$7,609,884
$7,407,598

1040 Final Payments

FY'09

$6.,651,177
$12,809,848
$18,295,685
$32,596,533
$36,762,740
$40,672,954
$44,569,861
$51,814,302

$70,732,115

$210,967,000
$218,576,884
$225,984,482

Growth Rate

-16.6%
-18.0%
-8.3%
-23.2%
«100.0%
-100.0%
~100.0%
~100.0%
-100.0%
-100.0%
~100.0%
-100.0%

Growth Rate

-16.6%
-17.3%
-14.6%
-18.3%
-27.6%
-34.6%
-40.3%
-48.6%
- 62.4%
-87.4%
-87.8%
-88.2%
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Individual Income Tax Refunds
Year-to-Date FY'10 & FY'09
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" Maine Revenue Services

Individual Income Tax Refunds

Jul
Aug
Sep
Oct
Nov
Dec
Jan
Feb
Mar
Apr
May
Jumn

Month

FY*"10

$7,227,071
$3,891,611
$1,694,183
$7,273,889
$0
$0
$0
$0
$0
$0
$0
$0

FY'09

$7,519,593
$3,354,678
$3,357,568
$5,472,769
$7,142,334
$1,879,951
$7,884,569
$85,554,056
$72,077,960
$49,759,527
$20,763,677
$17,679,603

Year-To-Date

FY" 9

$7,227,071
$11,118,682
$12,812,865
$20,086,754
$20,086,754
$20,086,754
$20,086,754
$20,086,754
$20,086,754
$20,086,754
$20,086,754
$20,086,754

FY'09

$7,519,593
$10,874,271
$14,231,839
$19,704,608

' $26,846,942
$28,726,893
$36,611,462
$122,165,518
$194,243,478
$244,003,005
$264,766,682
$282,446,285

Maine Revenue Services Economic Research Division. 11/10/2009

Growth Rate

4%

- 2%
-10%
2%
-25%
-30%
-45%
~84%
-90%
-92%
-92%
-93%
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Individual income Tax: Baseline Forecast FY10 - FY13

FY06 FY(7 Biennium

FYDg

Y09

Biennium

FY10

FYit

Biennlum

FY12

F¥13

Biennium

Actuals & May, 2000 Forecast /1 51,364,368,543  51.464,928.346  $2,829,256,0839

$1,558,032,664 $1,365,437,720 52,923470,393

§1,444,804,369 5%,448,302,023 $2,893,106,392

$1,496,355,147  $1,533,800,720 §3,030,155,867

Growth Rate -1.2% 7 9% 7.5% 5.4% ~12.4% 3.3% 5.8% 0.2% -1.0% 3.3% 2.5% 4.7%
Technical Adjustments /2. $0 50 %0 30 50 S0 ($33,291.000)  {$50,032,000)  ($83,323,000)] ($46,461000) (5430350000  ($B9,496,000)
Economic Assumptions /3 50 50 it 50 50 $0 [ (8133,533,369)  ($84,230.023) {$217,763,392) 1$87,094,147;  (583.165,720) (5170254867}
Total Adjustrments to Prior Forecast &0 50 50 $0 30 $0 1 ($166,824,369) ($134,262,023) (5301,086,392)1 ($133555.147) ($126,200,720) ($259,755,867)
New Forecast 51,364,368,543  $1,464,928,346 $2,820,206,889 | $1,658,032,664 $1,365,437,720 $2,023,470,393 | §1,277,980,000 $1,314,040,000 $2,500,020,000 @ $1,362,800,000 $1,407,600,000 $2,770,400,000
Growth Rate 5.3% 7.4% 7.5% 6.4% ~12.4% 3.3% -6.4% 2.8% -11.3% 3.7% 3.3% 6.9%
1/ May, 2008 forecast as adjusted by P.L. 2008, Chapter 213, with FY08, FY(7, FY08 and FY09 actuals.
2/ Technical adjustments refer to all changes in the forecast that are not related to changes from new econamic assumptions. Examples of iechnical changes may be new daia, modef updates and changes, and court cases that affect revenuss
3/ This line shows the incremental change in basefine revenues as a result of a new economic forecast.
Maine Revenue Services

19-Nov-08
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YTD Corporate Income Tax Revenue
FY"10 Actual, Budget & FY'09 Actual
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Maine Revenue Services

Corporate income Tax Revenue

FY"0 Actual FY'10 Budget EY09 Actual FY'08 Actual FY™0 Actual FY'10 Budget FY"0 Actual FY'09 Actual

vs. Budget  vs. FY'09 Actual vs. FY'09 Actual vs. FY'08 Actual
Jul $9,859,328 $6,900,000 $7,378,233 $7,127,701 42.9% -8.5% 33.6% 3.5%
Aug $1,870,063 $300,000 $266,189 ($1,099,888) -523,4% -12.7% -602.5% -124.2%
Sept $27,917,095 $29,800,000 $31,059,014 $37,294,766 © -8.3% -4.1% -10.1% -18.3%
Oct {$2,898,229) $5,150,000 $5,221,720 $7,301,509 -156.3% -1.4% -155.5% ~28.5%
Nov 30 {$8,000,000) {$7,895,918) {$90,558) -100.0% 1.3% -100.0% 8619.2%
Dec 50 $31,500,000 $32,625,706 $26,763,846 -100.0% -3.5% ~100.0% 21.9%
Jan 30 $4,400,000 $4,476,047 $4,068,428 -100.0% -1.7% ~100.0% 10.0%
Feb %0 $800,000 {$750,852) $6,460,175 ~100.0% -206.5% -100.0% -111.6%
Mar $0 $18,000,000 $20,033,722 $26,165,509 -100.0% -10.2% <100.0% -23.4%
Apr $0 $18,000,000 $18,518,077 $28,736,923 -100.0% -2.8% -100.0% -35.6%
ay - 50 $2,700,000 $6,273,831 $3,360,696 -100.0% -57.0% - 100.0% 86.7%
Jun $0 $35,147,500 $25,680,1%4 $37,720,462 -100.0% 35.8% -100.0% -31.4%
Total $36,748,257 $144,697,500 $143,085,965  $184,514,569 -74.6% 1.1% ~74.3% ~22.5%
Y¥TD Oct $36,748,257 $42,150,000 $43,925,156 $51,324,088 ~12.8% -4.0% -16.3% -14.4%

Maine Revenue Services Economic Research Division. 11/9/2009
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Corporate Final Payments
Year-to-Date FY'10 & FY'09

185%

$60,000,000

$50,000,000

$40,000,000

ars

= $30,000,000

Do

$20,000,000

$10,000,000

- 135%

- 85%

- 35%

| -15%

-65%

$0 -

Maihe Revenue Services Economic Research Division 11/2/2009

Growth Rate



9% -9

Corporate Estimated Payments

- Year-to-Date FY'"10 & FY'09
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Maine Revenue Services
Corporate Income Tax Estimated Payments

Jul
Aug
Sept
Oct
MNov
Dec
Jan
Feb
Mar
Apr
May
Jun

ionth
FY'1Q
$5,042,059
$3,149,785
$24,234,237
$4,907,850
$0
50
$0
$0
30
30
$0
$0

FY'09
$6,280,063
$1,292,836
$28,193,141
$4,632,322
$2,371,818
$2€,025,269
$6,379,466
$1,721,649
$4,816,363
$16,207,326
$2,577,164
$22,288,120

Growth Rate
“19.7%
143.6%
-14.0%

5.9%
-100.0%
-100.0%
-100.0%
-100.0%
-100.0%
-100.0%
-100.0%
-100.0%

Corporate Income Tax Final Payments and Back Taxes

Jul
Arg
Sept
Oct
Nov
Dec
Jan
Feb
WMar
Apr
May
Jun

Month
FY"10
$6,167,583
$1.995,490
$4,541,832
$5,891,348
$0
$0
$0
$0
$0
$0
$0
$0

£Y'09
$2,732,994
$1,130,075
$4,268,587
'$6,879,061
$1,690,554
$9,069,429
$3,029,749

(5651,314)
$16,922,179
$5,812,417
$4,305,955
$1,885,807

Growth Rate
125.7%
76.6%
6.4%
14.4%
-100.0%
-100.0%
~100.0%
-100.0%
-100.0%
-100.0%
-100.0%
-100.0%

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

Year-To-Date

FY'10
$5,042,059
$8,191,844

$32,426,081

$37,333,931
$37,333,931
$37,333,831

.$37,333,931

$37,333,931
$37,333,931
$37,333,931
$37,333,931
$37,333,931

Year-To-Date

FY'"10
$6,167,583
$8,163,073

$12,704,905

$18,596,253
$18,596,253
$18,596,253
$18,586,253
$18,596,253
$18,596,253
$18,596,253
$18,596,253
$18,596,253

FY'09

$6,280,063

$7,572,889
$35,766,040
$40,398,362

$42,770,180 .

$68,795,449
$75,174,915
$76,896,564
$81,712,927
$97,920,253
$100,497,417
$122,785,537

FY'09
$2,732,994
$3,863,069
$8,131,656

$15,010,717

$16,701,271
$25,770,700
$28,800,449
$28,149,135
$45,071,314
$50,883,731
$55,189,686
$57,075,493

Growth Rate

-19.7%
8.2%
-8.3%
-7.6%
-12.7%
-45.7%
-50.3%
-51.4%
-54.3%
-61.9%
-62.9%
-69.6%

Growth Rate
125.7%
111.3%

56.2%

23.9%

11.3%
-27.8%
-35.4%
-33.9%
-58.7%
-63.5%
-66.3%
-67.4%
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‘Corporate income Tax Refunds

Year-to-Date FY'10 & FY'09
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Maine Revenue Services

Corporate Income Tax Refunds

Jul

© Aug

Sep
Oct
Nov
Dec
Jan
Feb
Mar
Apr
May
Jun

Maine Revenue Services Economic Research Division. 11/10/2009

Month

FY'10

$1,295,880
$815,027
$573,795
$13,579,956
$0

$0

$0

$0

$0

$0

$0

$0

FY'09

$1,337,986
$519,328

$1,129,090

$6,185,736
$11,737,666
$2,363,156
$4,556,629
$1,515,159
$1,953,826
$3,314,813
$555,757
$706,279

Year-to-Date

FY'"10

$1,295,880

$2,110,907

$2,684,702
$16,264,658
$16,264,658
$16,264,658
$16,264,658
$16,264,658
$16,264,658
$16,264,658
$16,264,658
$16,264,658

FY'09

$1,337,986
$1,857,314
$2,986,404
$9,172,140
$20,909,8086
$23,272,962
$27,829,591
$29,344,750
$31,298,576
$34,613,389
$35,169,146
$35,875,425

Growth Rate

-3%

14%
~10%

7%
-22%
-30%
-42%
~45%
-48%
~53%
-54%
-535%
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Corporate Income Tax: General Fund Baseline Forecast FY10-FY13

FYDE FYGQ7 Bienpium FY08 FY09 Biennium FY10 FYy11 Biennium FY12 FY13 Blenr&iumj
Actuals & May, 2000 Forecast /1 $188,015,557 $1B3,851,533  $371,867,090 | 5184,514,568 $143,085,966 $327,600,534 | $144,697,500 $143,656,4%78 $288,354,478 | $157,294,573  S$176,081,775 $333,376,348
Growth Hate 38.4% -2.2% 50.3% 0.4% -22.5% -11.8% 1.1% ~0.7% -12.0% _9‘5% 11.9% 15.6%
Technical Adustments to Prior Forecast /2 50 50 0 $0 $0 S0 1 ($4.797,500)  ($4,738,278)  {$9,533,773)] {(B5215.161) {$5475919) ($10,691,079)
Economic Forecast /3 50 %0 50 §0 50 $0 | ($21,854,078) (519,812,365} (541.666,443)] (510,988,269) (521.342,8564) (841,331,132
Total Adjustrments to Frior Forecast 80 50 30 $0 $0 | (526,661,576) ($24,548,643) ($51,200,221)] ($25,203.429) (326,818,783} ($52,022,212)
MNew Forecast $188,015,557 S$183,851,533  $371,867,090 | $184,514,568 $143,085,966 $327,600,534 | $118,045,922 $119,108,335 5$237,154,257 | $132,091,144 $149,262,992 $281,354,136
Growth Rate 38.4% -2.2% 50.3% 0.4% -22.5% -11.9% ~17.58% 0.9% -27.5% 10.9% 13.0% 18.6%

1/ May, 2008 forecast as adjusted by P.L. 2008, Chapier 213, with FY08, FYG7, FY08 and FYD¢ actuals.

2/ Technical adjustments refer to all changes in the forecast that are not related to changes from new economic assurmptions. Examples of technical changes may be new data, model updates and changes, and court cases that affect revenues,

3/ This tine shows the incremental change in baseline revenues as a result of a new sconomic forecast The new sconomic forecast is from Econemy.com's October 2008 forecast of Corporate pre-tax profits

Maine Bevenue Services
Econcmic Research Division

19-Nov-08
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Packages of Cigarettes Sold Derived from Revenue
12 Month Moving Average Jul '97 fo Date

10,550,000
: @% /Tax rate increased from 37 cents fo
10,050,000 174 cents per pack on Nov. 1, ——
} / 1997.
9,550,000 : - : :
_|Tobacco seltlement with Tax rate increased {0 $1
A____,_._.—-—-—-———""””M the states Nov. 1998 / per pack on Oct. 1, 2001.
9,050,000 % . _
8,530,000 Tax rate increased to 52
per pack on Sept. 19, 2005.
8,050,000 /
7,550,000 Federal tax increase from 39
cents to $1.01 per pack on
April 1, 2009.
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Maine Revenue Services Economic Research Division 11/13/2009
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11/16/2009

Maine Revenue Services
Cigarette and Tobacco Tax
November 2009 Forecast

P FYo08 . | FY09 | FY'16 | FY'11 | FY12 FY13 |
Cigarette Tax
Actual FY'08 - '09 & current budget $1 43,758,992 $137,572,515 $129,890,881 $127,393,068 $124,446,018 $122,020,810
Growth rate -4.3% -5.6% -1.9% -2.3% -1.9%
November 2009 forecast $129,890,881 $127,393,068 $124,446,018 $122,020,810
Growth rate -5.6% -1.9% -2.3% -1.9%
Variance $0 $0 $0 $0
Tobacco Products Tax
Actual FY'08 -’09 & current budget 6,741,430 $6,852,197 $7,990,824 $8,312,127 $8,912,134 $8,871,091
Growth rate 16.6% 4.0% 7.2% 0.7%
November 2009 forecast $10,249,021 $10,351,511 $10,455,026 $10,559,577
Growth rate 49.6% ' 1.0% 1.0% 1.0%
Variance $2,258,197  $2,039,384 $1,542,892 - $1,588,486

Total Cigaretie & Tobacco Taxes

Actual FY'08 -’08 & current budget
Growth raie

November 2009 forecast
Growth rate

Variance

$150,499,432 §$144,424,712 $137,881,705
-4.0%

-4.5%

$140,139,902
-3.0%

$2,258,197

$135,705,195
-1.6%

$137,744,579
T A7%

$2,039,384

$133,358,152
“1.7%

$134,901,044
-2.1%

$1,542,892

$130,991,901
~1.8%

$132,580,387
A.7%

$1,588,486
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Estate Tax: General Fund Baseline Forecast FY10 - FY13

FY06 FYQ7 Biennium FYo8 FY09 Biennium FY10 FY1i Biennium © FY12 FY13 Biennium
Actuals & May, 2009 Forecast /1 $75,330,514  $54,820,038 $130,150,552 339,890,577 $31,819,188 571,709,765 | $30,124,796 531,945,303  $52,070,099 | $37,328,353 $42,374,930 579,703,283
Growth Rate 133.6% -27.2% 102.3% 27.2% -20.2% -44 9% - -53% 6.0% -13.4% 16.9% 13.5% 28.4%
Technical Adjustmenis to Prior Forecast /2 $0 0 80 ‘ 50 $0 30 ($7,586,958) ($7.833,142) (815,420,100} ($8,217,252) ($10,446,063) ($15.663,315)
Eeonomic Assumptions /3 $0 $0 3¢ $0 $0 $0 $7,055415 $7626,843 $14682,258 | $8367226  $9303985 $17.67119¢
Total Adjustments to Prior Forecast $0 $0 $0 $0 $0 50 {$531,543) ($208,299) {§7537,842) {§850,026) ($L142,098.) {$1.902, 124)
New Forecast $75,330,514  $54,820,038 $130,150,552 $39,890,577 $31,819,188 ~ $71,709,765 | 529,593,253 $31,739,004 $61,332,257 | $36,478,327 541,232,832 §$77,711,159
Growth Rate 133.5% -27.2% 102.3% -27.2% -20.2% -44.9% 7.3% -14.5% 14.9% 13.0% 26.7%

-7.0%

1/ May, 2009 forecast as adiusted by P.L. 2009, Chapter 213, with FY06, FYQ7, FY08 and FY09 acfuals.

2f Technical adiusimeants refer 1o afl changes in the foracast that are not refaied to changes Trom new econornic assumptions. Examples of technical changes may be new data, moede! updates and changes, and court cases

that aftect reverwes,

3/ This line shows the incremerdal change In baseline revenues as a result of a new economic forgcast. The new econemic forecast is Economy.Com's October 2009 forecast of Household Net Worth,

Maine Revenue Services
Economic Research Divigion

19-MNov-09
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Actuals & May, 2009 Forecast /1

Maing Residents Praperty Tax Program

Business Equipment Tax Reimbursement Program (BETR}
Municipal Personal Property Exemption (BETE}

Adjustiments 1o Prior Forecast

Waine Residents Propeny Tax Program

Business Eguipment Tax Reimbursement Program (BETR}
Municipal Personal Property Exemption (BETE)

Property Tax Reimbursement Programs: General Fund Baseline Forecast FY10 - FY13

FY06 FYo7 Biennium

FYO08 FYGS Biennium

FY10 FY11 Biennium

FY12 FY13 Biennium

-$109,861,880 -$110,993,851 -$220,855,731

-542.,795,070  -544 440,759 "387,235.829
-567,065.810  -$68,553.092 -3133,618,902
50 50 50
50 50 50
56 $0 50
50 $0 $0
80 s 50

-$114,564,756 -5122,735,417 -§237,300,173

' -$45,689,380 -346,689,380  -$93,378,760
-867,875,376  -$67,875376 -5135,750,752
50 -58,170,661 -58,170,661

0 0 50

50 0 . $0

$0 30 50

$0 0 $0

-$116,953,498 -$119,003,153 -$235,956,651

-541,326,948  -542,973,944  -$84,300,802
-$59,088,138  -554.043,140 -8$113,131,278
-§16,538 412 -521.986,069 -§38,524 481
$4,893,636 56,415,208 $11,308,844
$826,948 -5526,056 §300,892
52,500,000 $2,500,000 5,000,000
$1,666,688 54,441,264 56,007,952

-$136,561,084 -$135,520,928 -5272,082,012

-$83,713,747  -855,287,538 -5109.001.285
-854,552,9056 340,282,583 -5103,835578
-828,204,342 (830,950,807 -$50,245,145
59,076,107 $10,838,830  $19,914,737
-52,286,253 -52,412,482 54,698,715
52,500,000 $2,500,000 $5.000,000
$8,862,360  $10,751,002  $19,613,452

Meaw Forecast

($109,851,880) {$110,993,851) ($220,8556,731)

(5114,564,756) ($122,735,417) (5237,300,173)

(5112,059,862) ($112,587,845) (§224,647,807)

{§127,484,977) ($124,682,298) ($252,167,275)

Growth Rate 322.1% 1.0% 733.0% 3.2% 7% 7.4% -B.7% 0.5% -5.3% 13.2% -2.2% 12.3%
1/ May, 2009 forecast as adiusted by P.L. 2009, Chapter 213, with FY06, FYO07, FY08 and FY(2 aciuals.

Maine Revenue Services

Resaarch Division 19-Nov-09
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Gallons of Gasaﬁne Derived from Revenue

Before Refunds
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Maine Revenue Services Economic Research Division 11/18/2009

- 1.5%

- 1.0%

- -0.5%
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Growth Rate
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Gallons of Special Fuel Derived from Revenue

Before Refunds

— 6 %
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Maine Revenue Services Economic Research Division 11/19/2009
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Maine Revenue Services
Highway Fund Motor Fuel Tax Revenue Forecast

FY'08 - FYH09 FY"0 FY'11 Fy'i2 FY"13
FY'08 & '08 actual & current budget $179,096,254 $174,404,167 %175,609,526 $170,874,716 $172,516,117 $177,106,628
Growth rate : | -2.6% 0.7% 2.7% 1.0% 2.7%
Tax rate per gallon $0.276 $0.284 $0.295 $0.295 $0.300 $0.307
Percentage increase in tax rate 2.8% 3.8% 0.0% 1.7% 2.3%
November 2009 forecast $171,271,538 $168,484,765 %169,350,558 $171,677,379
Growth rate -1.8% ~1,6% 0.5% 1.4%
Tax rate per gallon $0.276 $0.284 $0.295 $0.295 $0.300 $0.306
Percentage increase in tax rate . 3.8% 0.0% 1.7% 2.0%
Varilahee © . ($4,337,988) . ($2,389,951) ($3,165,559) ($5,429,249)

FY'08 - FY'09 FY'10 . Fy* i1 Fyi2 FY'13
FY'08 & '09 actual & current budget $46,139,086  $41,811,377  $44,696,000 = $43,650,750 $44,094,750  $44,973,500
Growth rate . -9.4% - -'_7};56.9% -2.3% 1.0% - 2.0%
Tax rate per gallon $0.288 $0.296 $0.307 $0.307 $0.313 - $0.320
Percentage increase in tax rate ' ‘ 2.8% Lt -_'3'.'8% ' 0.0% 1.7% 2.3%
November 2009 forecast $39,682,500 - $38,831,500 $38,554,000 $38,211,750
Growth rate T BA% -2.1% 0.7% -0.9%
Tax rate per gallon _ $0.288 $0.296 '$0:307 $0.307 $0.313 $0.319
Percentage increase in tax rate 2.8% - 38% 0.0% 1.7% 2.0%
Variange ST ($5,013,500)  ($4,819,250) . ($5,540,750) - ($6,761,750)

: FY'08 CFY'09 - FY'0 - FYM1 Fy*i2 FY"13
FY'08 & '09 actual & current budget $225,235,339 $216,215,544 $220,305,526 = $214,525,466 $216,610,867 $222,080,128
Growth rate -4.0% . 1.8% ) -2.6% 1.0% 2.5%
Movember 2009 forecast $210;954,038 $207,316,265 $207,904,558 $209,889,129
Growth rate -24% -1.7% 0.3% 1.0%
‘Nariance T T L (§9,351,488)  ($7,209,201)  ($8,706,308) ($12,190,999)
Biennium LT (816,560,689) . ($20,897,308)
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iaine Revenue Services
Gasoline Tax Revenue Forecast FY16 - FY'13
November 2009

Gas tax forecast - Highway Fund
Percentage Change
Tax rate in cents per gallon

Forecasted inflation adjustment

Net to the Highway Fund
TramsfCap Trust Fund - 7.5%
Net before transfer to TransCap Fund
Transfer $100,000 to STAR Fund
Grogs to the Highway Fund
DIFAW and Snowmaobile Fund
General Fund - DIF&W - 14.93%
Snowmobile Trail Fund - 85.07%
Ali-terrain Vehicles
ATY Enforcement Fund- 50%
ATV Recreational Fund - 50%
Motorboais
Dept. of Marine Resources - 24.6%
Boating Facilities Fund - 75.4%

Total revente’

Special Fuel Tax Revenue Forecast FY'09 - FY™13
Net to the Highway Fund
TransCap Trust Fund - 7.5%

7.500%

0.9045%

0.1525%

1.4437%

7.500%

FY'10

$171,271,528

$0.295

FY'10

$171,271,538
$13,886,881
$185,158,420
{$100,000}
$185,258,420
$1,718,840
$256,593
$1,462,047
$280,765
$144,883
${44,883
$2,743174
$674,821
52,068,353

$190,010,000.

539,682,500

$3.217,500
S 442,900,000

EY*1
$168,484,765
«1.6%
$0,295

6.0%

FY"t

$168,484,765

513,660,927 -

$182,145,692
(5+00,000)
$182,245,692
51,690,691
$252,420
441,438,271
$285,053
$142,527
$142,527

$2,608,564 -

$663,847
$2,034,717

$186,920,000

1.6% -

$38,831,500
$3,148,500

. $41,980,000
24%

FYy*iz
$169,350,558
0.5%
$0.300
1.7%

FY'12

$169,350,558
$13,731,126
$183,081,685
($00,000)
$183,181,685
$1,699,375
$253,747
$1,445,658
$286,547
$143,259
$143,259
52,712,424
$667,256
$2,045,167

- 187,880,000

0.5%

$38,554,000

 $3,126,000
541,660,000

B.7%

FY13
$171,677,379
1.4%
$0.306
| 2.0%

FY'13

$171,677,379
$13,919,788
$185,587,167
{$100,060)
$185,687,167
$1,722,711
$257,201
$1,465,510
$290,452
$145,226
§145,226
$2,749,671
$676,419

$2,073,252 -

$.1.90,4GD,DDO
1.4%

$38,211,750
$3,008,250
$41,310,000
-0.9%

7.500%

87.488%
0.9045%

0.1525%

1.4437%

7 100.000%

7.50%

14.930%
85.070%

50.000%
50.000%

24.600%
75.400%



APPENDIX H

Pine Tree Development Zone Memo
from CEFC Chair



November 25, 2009
Jerome Gerard

Acting Executive Director
Maine Revenue Services
State House 24

Augusta, Maine 04330

Dear Jerome:

The Consensus Economic Forecasting Commission has been unable to develop a
separate forecast of the Maine economy incorporating the effects of the Legislature’s
recent action to extend the Pine Tree Zone development incentive to most of the state.
While information about past use of the Pine Tree Zone incentives is available, the
Commission has not been able to develop a method for extrapolating past experience to
the entire state, particularly in the extraordinarily difficult forecasting environment in
which we are currently operating.

We will continue to examine alternative approaches to the development of a
forecast incorporating the Pine Tree Zones that will be sufficiently rigorous to be
incorporated with the other forecasting models and methods we use in order to provide
the Governor and Legislature with the best information about the Maine economy.

Sincerely,

-

Charles S. Colgan PhD
Chair, Consensus Economic Forecasting Commission





