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MEMORANDUM

TO: Governor Janet T. Mills
Members, Legislative Council
Members, Joint Standing Committee on Appropriations and Financial Affairs
Members, Joint Standing Committee on Taxation

FROM: Commissioner Kirsten LC Figueroa
Department of Administrative and Financial Services

DATE: May 28, 2019

SUBJECT: Revenues — April 2019
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April General Fund revenues were over budget by $73.2 million or 16.4 percent. For the first 10 months
of fiscal year 2019, General Fund revenues are $93.5 million over budget (+3 percent). Compared to the
same ten-month period of last fiscal year, fiscal year 2019 General Fund revenues are up by 8 percent
(+$235.5 million). Note, the April Controller’s Report has not been updated for the new revenue forecast
released by the Revenue Forecasting Committee on May 1, 2019.

March taxable sales (April revenue) increased 6.4 percent over last year. For the month, sales and use and
service provider taxes, combined, were $0.4 million under budget. Consumer sales increased by 6.1
percent over a year ago, with solid growth in most business categories. Auto/transportation and other
retail posted high single digit year-over-year growth of 7.1 and 9.1 percent, respectively. Lodging sales
increased by 19 percent in March, and 20.9 percent for the first quarter of calendar year 2019. Business
operating sales continue to grow at a robust rate of 12.3 percent.

Individual income tax revenues provided an “April Surprise,” coming in over budget by $53 million.
Most of the monthly variance was from final payments being over budget by $54.3 million, exceeding
budget by 32 percent. For the fiscal year, final payments are $51.1 million (19.4 percent) over budget.
Withholding ($7.1 million), estimated payments ($2.9 million), and fiduciary payments ($3.2 million)
were over budget in April too. Refunds were over budget in April by $14.5 million and are now $8
million over budget year-to-date. We believe approximately $9 million of April’s refund was a timing
issue that will correct in May and June.



Corporate income tax receipts were over budget in April by $13.2 million and are over budget for the
fiscal year by $35.2 million (+20.8 percent). Final payments accounted for most of the monthly surplus,
exceeding budget by $13 million. April is a big month for corporate income tax revenues, with 2018 final
payments for calendar year filers due. The first estimated payment for calendar year filers is due in April
as well, and the first payment for 2019 was $1 million under budget (-4.5 percent). More importantly the
estimated payment was 25.4 percent below last April’s payment. This is the first time in over 18 months
that a corporate estimated payment did not increase by 25 percent or more. This may be an indication that
much of the corporate revenue growth associated with tax year 2018 was one-time and ongoing receipts
will be more consistent with previous years.

Sales and Use Taxes

Revenue was $0.65 million under budget for the month and $0.5 million over budget for the fiscal year.
Revenue is $72.5 million or 6.1 percent over prior fiscal year-to-date collections.

Taxable Sales

Total taxable sales for the month of March (April revenue) were 6.4 percent over March 2018. The annual
rate of change, excluding utilities, was 5.5 percent. Building supply sales were up 3.6 percent for the
month and up 6.3 percent for the last 12 months. Sales of taxable items in food stores were up 1.2 percent
for the month and up 3.1 percent for the year. General merchandise sales (primarily sales of goods sold in
large department and discount stores) were up 5.4 percent for the month and down 3.1 percent for the
year. Sales in other retail stores such as jewelry, drug, sporting goods, book, antique, pet, photo, toy, and
craft stores were up 9.1 percent for the month and up 14.3 percent for the year. Auto/transportation sector
sales were up 7.1 percent for the month and 5.6 percent for the year. Sales of meals and other prepared
foods were up 6.2 percent for the month and up 4.9 percent for the year. Lodging sales were up 19 percent
for the month and up 6.8 percent for the year. Business operating sales (primarily use tax paid by
businesses) increased 12.3 percent for the month and up 11 percent for the year.

Service Provider Tax

Revenue was over budget for the month by $0.2 million and is now $0.9 million over budget for the fiscal
year. Revenue is $0.1 million or 0.3 percent over prior fiscal year-to-date collections.

Individual Income Tax

Revenue was $53 million or 21.3 percent over budget for the month and $35.3 million or 2.5 percent over
budget fiscal year-to-date. Fiscal year-to-date withholding payments were 6 percent over fiscal year 2018.
Estimated payments were down 8.3 percent and final payments were up 26.3 percent fiscal year-to-date.

Corporate Income Tax

Revenue was over budget for the month by $13.2 million and over budget for the fiscal year-to-date by
$35.2 million. Estimated payments and final payments were up 23.6 percent and 52.5 percent fiscal year-
to-date, respectively. Revenue was $57.8 million or 39.3 percent over prior fiscal year-to-date collections.



Cigarette and Tobacco Taxes

Cigarette and tobacco products tax revenue was $0.9 million over budget for the month and $4.2 million
or 3.8 percent under budget fiscal year-to-date. Fiscal year-to-date revenue was equal to prior fiscal year-
to-date collections.

Insurance Companies Taxes

The Insurance Companies Taxes were $0.9 million under budget for the month and $0.8 million over
budget fiscal year-to-date.

Estate Tax
The estate tax was $5.9 million over budget for both the month and fiscal year-to-date.

Property Tax Relief Programs

Refunds for the Business Equipment Tax Reimbursement (BETR) and Business Equipment Tax
Exemption (BETE) programs were over budget in April by $0.06 million and are now $6.3 million under
budget year-to-date.

Municipal Revenue Sharing

Revenue sharing was over budget in April by $0.9 million and is now close to budget for the first 10
months of the fiscal year.

Lottery

Lottery revenues were over budget for the month by $0.1 million and are over budget for the fiscal year
by $5 million.

Other Revenues

Other Revenues were over budget for the month by $0.8 million. For the fiscal year, other revenues are
over budget by $1.2 million or 29.5 percent.

Highway Fund

Motor fuel excise tax receipts were over budget in April by $0.2 million. The Highway Fund, in total, was
over budget for the month by $1.2 million. For the first ten months of the fiscal year, motor fuel excise tax
revenues are under budget by $0.85 million and total Highway Fund receipts are over budget by $5.2
million (1.8 percent).

National Economy

After a surprisingly strong first quarter GDP growth figure of 3.2 percent, it appears that second quarter
growth has slowed. The Atlanta Federal Reserve’s GDPNow forecasting model estimates second quarter
GDP growth is tracking at 1.2 percent. Consumer spending has slowed since November 2018, and, while
it has picked up in recent months, year-over-year retail sales growth is well below the 4 to 5 percent
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growth experienced a year ago. The slowdown in consumer spending has been attributed to temporary
factors such as smaller federal tax refunds during the 2019 tax filing season and rising energy prices since
the start of the calendar year. Economists expect households spending to pick up during the second half of
the calendar year as labor markets remain favorable to workers.

Maine Economy

The Revenue Forecasting Committee (RFC) released its latest revenue forecast on May 1, 2019. Except for
FY19, the changes made in the May 2019 revenue forecast are relatively small and reflect the modest changes
made by the Consensus Economic Forecasting Commission (CEFC) in their April 2019 economic forecast.
The RFC increased its previous forecast by $20.7 million for the FY2020-21 biennium and $33.1 million for
the FY2022-23 biennium. Based on April’s income tax receipts and refunds associated with the 2018 tax year,
the RFC increased General Fund revenue in FY'19 by $66.7 million.

In the December 2018 forecast the RFC significantly increased the sales and use tax revenue forecast by $36.2
million in fiscal year 2019 and $90.1 million in the 2020-2021 biennium. Through the first five months of that
December forecast the sales and use tax line is on budget. Since the new economic forecast had negligible
impact on the sales tax forecast, the committee agreed to not make any changes to the sales and use and the
service provider taxes in the May forecast.

The substantial increase in the FY19 forecast is almost entirely from tax year 2018 individual and corporate
income taxes, $25 and $35 million, respectively. In both cases it’s assumed that much of the additional
revenue is from one-time income or tax avoidance actions taken by taxpayers because of the enactment of the
federal Tax Cuts and Jobs Act (TCJA). Four months into tax year 2019, individual income tax receipt—
primarily withholding and April’s estimated payment—are close to the December 2018 forecast. Therefore,
the FY20-FY23 adjustments to the individual income tax line are primarily based on the new CEFC forecast.
The ongoing changes to the corporate income tax from the TCJA are highly uncertain and will not be
understood for several years at best.

While the adjustments to the individual income tax line are relatively minor in the May forecast, it is important
to remember that in the December revenue forecast individual income tax receipts were increased by $162
million for the FY2020-21 biennium. The total increase of $176.5 in the FY2020-21 biennium over the two
revenue forecasts is almost entirely based on the economic projections of the CEFC.
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