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Governor Presents Supplemental Budget

Proposal Offsets $140 million in Declining Revenue with No New Taxes, Fees or Fines; Utilizes $45 million in State Reserves for FY 2009

AUGUSTA – Governor John E. Baldacci today released the details of his Supplemental Budget bill for Fiscal Year 2009. The bill addresses a $140 million revenue downturn for the remainder of the current fiscal year, which ends June 30, 2009.

“The U.S. economy is in recession. People are losing their jobs. They’re watching as their retirement accounts dry up. And there’s fear that things could still get worse,” Governor Baldacci said. “We have great hope that with a new partner soon to be in the White House, our country will be able to quickly recover its economic strength. But for now, we must deal with declining revenues and an increased demand for government services.”

The supplemental budget continues the November 19 curtailment, which immediately cut spending by $80 million. 

The plan also:

·        Eliminates 94 positions, including 40 layoffs. Since 2002, 729 positions have been cut from State government.

·        State spending will be 2.1 percent, or $66 million, less in 2009 than in 2008;

·        Closes one of the two housing units at the Charleston Correctional Facility, transfers 22 State prisoners to county facilities and eliminates the Department of Correction’s Office of Advocacy.

·        Makes no further reductions in K-12 or higher education;

·        Includes $1.6 million in spending reductions put forward by the Legislature; and

·        Utilizes $45 million from the State’s reserve accounts. Since 2003, reserves have been rebuilt from zero to $169 million. Reserves represent 28 percent of the proposal.

“Everyone is being asked to get along with less money, even in places where there is significant need,” Governor Baldacci said. “As I considered the options for balancing the 2009 budget, my goal was to protect public health, public safety and our economy.”

In addition to the revenue downturn, the supplemental budget also accounts for required spending, including a $1.5 million transfer to county jails as part of the unified corrections system, $1.2 million for disaster assistance and $5.1 million for teacher retirement. The budget also accounts for $4.8 million in increased fuel, gasoline and utilities costs.

The supplemental budget includes no increases in fees or fines. 

It does include two technical tax changes. Individuals who experience “unusual events,” such as a capital gain of $500,000 or more, will be required to make an estimated tax payment in the quarter after the event. The change moves forward an estimated $5.1 million in tax collections, but does not increase rates or liability.

The planned lowering of the Telecommunications Personal Property tax, which applies to utility companies, will be slowed. The tax was scheduled to go down from 22 mills in 2008 to 21 mills in 2009. The rate will remain unchanged and raises an estimated $800,000.

The bill also changes the reimbursement rate for Critical Access Hospitals and for hospital-based physicians.

Other savings initiatives include $1.8 million from the hard hiring freeze implemented by the Governor, $6.4 million excess reserves from retiree health, $2 million in reduced capital expenditures, $1 million in reduced debt service, and $500,000 in reduced contracts in the Department of Corrections.

In addition to cuts, the budget does not fund significant requests from State Departments and Agencies, which sought emergency appropriations for spending not included in the original 2008-2009 biennial budget.

“Every day that goes without action puts more pressure on State resources and makes it harder to balance our budget,” Governor Baldacci said. “The plan I am presenting is responsible, balanced and tough. I urge the Legislature to do its work quickly. We have more difficult challenges ahead.”

The Governor will present the 2010-2011 biennial budget to the Legislature on January 9. The budget must account for a projected revenue decline of $330 million and an additional $508 million in requests to keep State government operating at its current level.

The complete Supplemental Budget is available online at: www.maine.gov/budget/
