
Source FY05 Actual % Chg. FY06 Actual % Chg. FY07 Actual % Chg. FY08 Actual % Chg. FY09 Actual % Chg. FY09 Budget
FY 09 

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) 
Tax*

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%

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-
Medical Institutions (PNMIs)***

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%

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 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). 

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

*   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.
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Source FY10 Budget % Chg. Recom. Chg.* FY10 Revised % Chg. FY11 Budget % 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) 
Tax

1,553,655 -1.2% 0 1,553,655 -1.2% 1,553,655 0.0% 0 1,553,655 0.0%

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 
Institutions (PNMIs) *

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%

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)

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

* 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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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) 
Tax

1,553,655 0.0% 0 1,553,655 0.0% 1,553,655 0.0% 0 1,553,655 0.0%

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-
Medical Institutions (PNMIs)

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%

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)

MEDICAID/MAINECARE DEDICATED REVENUE TAXES
REVENUE FORECASTING COMMITTEE RECOMMENDATIONS - DECEMBER 2009
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FY06 Actual FY07 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
FY06 Actual FY07 Actual FY08 Actual FY09 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:

Medicaid/MaineCare Dedicated Revenue Taxes - Service Provider Tax - Private Non-Medical Institutions (PNMIs)
FY06 Actual FY07 Actual FY08 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:

Medicaid/MaineCare Dedicated Revenue Taxes - Nursing Facility Tax
FY06 Actual FY07 Actual FY08 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:

Medicaid/MaineCare Dedicated Revenue Taxes

Reflect the implications on revenue of enacted MaineCare PNMI policy changes.

Reflects actual expected billing through FY10 for November and May.  Future years are revised based on FY10 changes with the designed flat growth pattern.

No change recommended.
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Medicaid/MaineCare Dedicated Revenue Taxes - Residential Treatment Facility (ICFs/MR) Tax
FY06 Actual FY07 Actual FY08 Actual FY09 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. Oil 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 -3.8 -1.6 1.4 2.2 2.0 

    CEFC Forecast 11/2009 -2.9 -1.2 1.2 2.2 2.0 

 Personal Income (Annual Percentage Change)      

    CEFC Forecast 4/2009 1.0 1.2 2.8 4.0 4.7 

     CEFC Forecast 11/2009 -0.6 1.2 3.2 4.4 4.8 

CPI (Annual Percentage Change)      

    CEFC Forecast 4/2009 -1.4 1.7 2.3 2.1 2.0 

     CEFC Forecast 11/2009 -0.5 1.7 2.0 2.1 2.0 

 

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 2009.  

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.  
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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.
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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.   126.4 124.5 119.0 115.4 115.9 117.6 119.3    

  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 32.4 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 24,041.5 25,219.5    

  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 11,938.4 12,504.9 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. 
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Maine Consensus Economic Forecasting Commission 

November 2009 Forecast          

Seasonally adjusted, annualized, quarter-to-quarter growth rates 

 Quarterly History Quarterly Forecast  

 2009Q1 2009Q2 2009Q3 2009Q4 2010Q1 2010Q2 2010Q3 2010Q4  

 CPI-U (Percent Change) -2.4% 1.3% 3.3% 1.3% 1.6% 1.1% 1.9% 1.7%  

            

 Maine Wage & Salary Employment   604.9 598.4 595.4 592.8 590.9 590.1 590.3 591.3  

 Maine Wage & Salary Employment  (Percent Change) -1.7% -4.3% -2.0% -1.7% -1.3% -0.5% 0.1% 0.7%  

            

 Personal Income 47,280.0 47,738.0 47,912.1 47,955.9 48,075.4 48,219.0 48,386.9 48,579.3  

 Personal Income (Percent Change) -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 1st Regular Sessions of the Legislature in odd-numbered years, delaying each 
report date by 2 months so that the RFC report moved from March 1st to May 1st.   
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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 
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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 1st 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 
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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 1st and the  other 
during the regular session, March 1st in even-number years for the shorter 2nd Regular 
Session and May 1st for the longer 1st 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 1st.   That 
process concludes when the Governor submits his budget proposals to the Legislature by 
a statutory deadline, the first Friday after the 1st 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 1st.  The 
December 1st 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 2nd Regular Session of the Legislature) that begins in January of even-
numbered years.  The March 1st or May 1st 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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Materials Distributed by 
Maine Revenue Services 
on November 20, 2009 

 
 
 

Maine Revenue Services 
Economic Research Division 
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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   
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