
 
 
 
 

REPORT OF THE MAINE STATE 
REVENUE FORECASTING COMMITTEE 

 
December 2008 

 

General Fund Revenue

0.0

500.0

1,000.0

1,500.0

2,000.0

2,500.0

3,000.0

3,500.0

FY08 FY09 FY10 FY11 FY12 FY13

$ 
in

 M
ill

io
ns

Individual Income Tax Sales and Use Tax Corporate Income Tax Other Revenue Sources
 

 
 

Jerome Gerard, Chair 
Acting State Tax Assessor 

 
Dr. James Breece 
University of Maine System 

Marc Cyr 
Office of Fiscal & Program Review 
 

Grant Pennoyer, Director 
Office of Fiscal & Program Review 

Catherine Reilly 
State Economist 

Ellen Jane Schneiter 
State Budget Officer 

 
 
 



Revenue Forecasting Committee – December 2008 Report Table of Contents 
 

Report of the Maine State Revenue Forecasting Committee 
December 2008 Forecast 

 

TABLE OF CONTENTS 
 
I. INTRODUCTION AND BACKGROUND TO REVENUE FORECAST ..........1 
 
 A. Economic Forecast .....................................................................................1 
 

B. Capital Gains Forecast ..............................................................................2 
 
C. Corporate Profits .......................................................................................3 
 
D. Oil and Energy Prices................................................................................4 
 
E. Legislative Changes ...................................................................................4 
 

 
II. OVERVIEW OF REVENUE PROJECTIONS .....................................................5 
 

A. General Fund..............................................................................................5 
 
B. Highway Fund ............................................................................................6 

 
C. Fund for a Healthy Maine.........................................................................8 

 
D. Medicaid/MaineCare Dedicated Revenue Taxes ....................................8 

 
 
III. CONCLUSIONS .......................................................................................................9 
 
APPENDICES 
 

A. General Fund 
B.  Highway Fund 
C. Fund for a Healthy Maine 
D. Medicaid/MaineCare Dedicated Revenue Taxes 
E. Consensus Economic Forecasting Commission Report 
F. Historical Background and Methodology 
G. MRS Materials Presented at February 25, 2008 RFC Meeting 
H. Maine Revenue Services – Capital Gains Report 

   



Revenue Forecasting Committee – December 2008 Report Page 1 
 

 

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, 2011 and adds new revenue projections for the fiscal years ending 
June 30, 2012 and June 30, 2013.  This forecast also reflects all legislative changes through the 
1st Special Session of the 123rd Legislature and the effect of the November referendum vote on 
the People’s Veto of the tax changes to fund the Dirigo Health initiative. This forecast is also 
driven by the recent revisions to the underlying economic forecast of the Consensus Economic 
Forecasting Commission (CEFC), which the CEFC concluded for its November 1st reporting 
deadline.  The RFC met on November 21st to deliberate and discuss the recommendations of 
Maine Revenue Services and the results of the RFC subcommittee that reviewed the other 
revenue categories not covered by Maine Revenue Services. 
 
A.  Economic Forecast Update 

The December 2008 revenue update began with the fall economic forecast in October.  The 
Consensus Economic Forecasting Commission (CEFC) met on October 16th to review and 
update its February 2008 forecast.  After that meeting, the CEFC felt the need to meet again by a 
conference call to further lower projections of job growth and personal income, a testament to 
the uncertainty and volatility of the current economic situation/crisis.  Table I-A below 
summarizes the incremental change of the CEFC forecast.  The full report of the CEFC is 
included in Appendix E.  

 
TABLE I-A 

Consensus Economic Forecasting Commission 
Comparison of February 2008 and November 2008 Economic Forecasts 

Calendar Years 2008 2009 2010 2011 2012 2013 
• Wage & Salary Employment (Annual Percentage Change)     
   > Consensus 2/2008 0.0 0.6 0.7 0.6    
   > Consensus 11/2008 -0.2 -0.7 0.4 1.0 0.8 0.7 
           Difference -0.2 -1.3 -0.3 0.4     
• Personal Income (Annual Percentage Change)         
   > Consensus 2/2008 3.5 4.1 4.2 4.1    
   > Consensus 11/2008 3.7 2.6 3.9 4.0 4.3 4.3 
           Difference 0.2 -1.5 -0.3 -0.1     
• Consumer Price Index (Annual Percentage Change)       
   > Consensus 2/2008 2.3 2.1 2.1 2.2    
   > Consensus 11/2008 4.4 2.5 2.5 2.2 2.2 2.2 
           Difference 2.1 0.4 0.4 0.0     
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The latest CEFC forecast projects a slowdown in national and state economic activity in 2008 
and 2009, with a slow recovery starting in 2010. The adjustments the CEFC made to its February 
economic forecast primarily reflect changes in macroeconomic conditions – the continued 
weakness in the US housing market, volatility in energy prices, significantly reduced consumer 
and business spending and confidence, and the on-going stresses in the financial system – as well 
as expected changes in employment due to the closure of the Brunswick Naval Air Station 
starting in mid-2009. In considering these changes, the CEFC referred to economic forecasts 
from Global Insight, Moody’s Economy.com, and the New England Economic Partnership 
(NEEP), all of which projected lower growth than previously forecast.  
 

The CEFC is projecting challenging, but not catastrophic times ahead for Maine. Employment 
and income are now forecast to be lower than projected in February, but still better than 
headlines would lead one to believe. Maine will experience a tough fourth quarter, resulting in 
negative job growth for the year of -0.2%. 2009 will also see job losses (-0.7%), exacerbated by 
the closing of NAS Brunswick, and slow income growth. A slow economic recovery will start in 
2010, with a return in 2011–2013 to historical trends in employment and income growth.  

 
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 has introduced some significant volatility into the forecast of 
individual income tax collections since Maine’s exceptional capital gains growth during the 
stock market “bubble” of the late 1990’s.  The RFC and Maine Revenue Services, like their 
counterparts in other states and the federal government, have had much difficulty trying to 
accurately forecast this variable.  Maine data is not captured at the state level and may only be 
accessed through federal tax data.  That information is shared by the Internal Revenue Service 
with Maine Revenue Services, but it lags 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.  Due to the timing of the 
release of federal tax data this year, that report is included as a separate appendix to this report 
(see Appendix H).  Table I-B on page 3 summarizes the current assumptions.  The major 
differences from the assumptions included in the March 2008 report are: 

• Tax year 2007 projections were increased substantially from 8% growth to nearly 30% 
growth based on updated data from the IRS; 

• 2008 projections of net capital gain realizations are now assumed to decline by 50% 
due to the performance of the financial markets in the last half of 2008, previously a 
15% decline had been assumed; and 

• Projections for 2009 through 2013 have been adjusted to reflect the more abrupt decline 
in 2008, resulting in a slightly lesser decline in 2009 projections, no growth in 2010 and 
then modest growth beginning in tax year 2011. 
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Table I-B 

Maine Resident - Net Capital Gains 

Tax 
Year 

Capital 
Gains 

Realizations  
($ Millions) 

Capital 
Gains 

Realizations  
Annual % 

Change 

Capital 
Gains Tax 
Liability     

($ Millions) 

Capital 
Gains Tax 
Liability    

Annual % 
Change 

Capital 
Gains % of 

Resident 
Tax 

Liability 
1995 $551.7    $38.3   6.2% 
1996 $799.7  45.0% $57.3 49.6% 8.4% 
1997 $1,218.7  52.4% $104.5 82.4% 13.6% 
1998 $1,551.0  27.3% $120.0 14.8% 13.9% 
1999 $1,867.2  20.4% $141.7 18.1% 15.5% 
2000 $2,360.4  26.4% $179.6 26.7% 17.3% 
2001 $1,079.3  -54.3% $74.1 -58.7% 7.6% 
2002 $908.8  -15.8% $59.1 -20.3% 6.1% 
2003 $1,069.4  17.7% $69.4 17.4% 6.8% 
2004 $1,526.9  42.8% $104.9 51.2% 9.2% 
2005 $1,960.3  28.4% $137.0 30.6% 11.3% 
2006* $2,266.9  15.6% $159.9 16.7% 12.4% 
2007* $2,945.5  29.9% $215.1 34.6% 15.5% 
2008* $1,473.1  -50.0% $98.8 -54.1% 7.5% 
2009* $1,325.7  -10.0% $87.4 -11.6% 6.6% 
2010* $1,325.8  0.0% $86.4 -1.1% 6.3% 
2011* $1,378.6  4.0% $92.1 6.6% 6.5% 
2012* $1,437.7  4.3% $96.7 5.0% 6.6% 
2013* $1,499.5  4.3% $100.6 4.0% 6.6% 
 * Represents Projections    

 
 
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 Global Insight’s November 2008 forecast of pre-tax corporate profits.  Table I-C on 
the next page presents a comparison of Global Insight’s forecasts used in the March 2008 
forecast and the current national forecast, which calls for a 13.9 decrease in calendar year 2008, 
then a moderate increase in profitability in calendar year 2009 (2.9%), a stronger rebound in 
2010 and a modest increase in 2011.  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.  
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Table I-C 

Corporate Profit Growth (Percentage Annual Change) 
  2006 2007 2008 2009 2010 2011 
March 2008 Forecast 14.3% 4.2% -14.8% 20.9% -0.1% 0.7%
December 2008 Forecast 15.6% 0.7% -13.9% 2.9% 9.7% 1.3%

  
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.  Maine Revenue Services has added this variable 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.  Relying on Global Insights’ November 2008 US 
economic forecast, the RFC used the assumption that oil prices, which are currently in the $60 
per barrel range and have spiked above the $140 per barrel mark, will average out to $101.36 for 
calendar year 2008.  The assumption is that oil prices will remain in the $60 per barrel range 
through 2010.  This is roughly $15 per barrel lower than the March 2008 forecast’s assumptions.  
The difference between this forecast and the March 2008 forecast is an increase in calendar year 
2008 and a 2009 average that is roughly $22 per barrel lower.  

 
Table I-D 

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

  2006 2007 2008 2009 2010 2011 
March 2008 Forecast $66.12 $72.18 $78.53 $74.33  $74.02  $73.42 
December 2008 Forecast $66.12 $72.18 $101.36 $52.75  $63.25  $80.38 

 
 
E. Legislative Changes 

The RFC bases the revenue forecast on current law.  This forecast now incorporates all 
legislative changes through the 123rd Legislature’s 2nd Regular and 1st Special Sessions that were 
held from January 2008 to April 2008.  The repeal by the People’s Veto of certain tax and 
revenue provisions to support the Dirigo Health program enacted by PL 2007, c. 629 has also 
been factored into this forecast.  Table I-E on following page summarizing the effect of 
legislation enacted during the 2008 sessions excludes the additional General Fund revenue 
generated by PL 2007 c. 629.  In the December 2007 and March 2008 reports, a revenue transfer 
provision affecting the Fund for a Healthy Maine enacted during the 1st Regular Session in 2007 
was not factored into the tables summarizing Fund for a Healthy Maine revenue.  That oversight 
is corrected in this report.  
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Table I-E 

Summary of Legislative Changes 
123rd Legislature, 2nd Regular and 1st Special Sessions 

General Fund 
  FY08 FY09 FY10 FY11 

Sales Tax ($176,600) $270,793 $391,027  $405,430 
Individual Income ($484,904) $2,874,506 $2,835,459  $1,826,865 
Corporate Income $0 $7,824,770 $1,454,901  $2,009,113 
Cigarette Tax $0 $0 $21,906  $22,344 
Prop. Tax - UT $0 ($124,137) ($132,127) ($136,068)
Investment Earnings ($1,370) $820,000 $1,000,000  $1,000,000 
Revenue Sharing $33,737 ($559,472) ($243,432) ($220,554)
Lottery Transfer $320,000 $2,215,000 $2,200,000  $2,200,000 
Other Revenue $115 $13,434,447 ($1,758,971) ($1,020,038)
Totals ($309,022) $26,755,907 $5,768,763  $6,087,092 

Highway Fund 
  FY08 FY09 FY10 FY11 

Fuel Taxes $0 ($20,875) ($18,834,462) ($19,085,759)
Motor Vehicle Reg. & Fees $0 $13,179,050 $15,776,450  $15,766,950 
Fines ($1,000) $0 $0  $0 
Other Revenue $0 ($108,083) ($15,676,283) ($15,676,783)
Totals ($1,000) $13,050,092 ($18,734,295) ($18,995,592)

 

II. 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 major revenue categories.  Appendix G contains the materials presented by Maine 
Revenue Services on November 21st to support the forecast recommendations for the major tax 
categories. 
 
A.  General Fund 
 
As expected, increasing recognition that the national economy is in worse shape than assumed by 
the previous (March 2008) revenue forecast has meant sizeable reductions in most of the major 
tax lines.  With tightened credit markets, increased unemployment and the plunge in the stock 
market, consumer confidence has eroded and spending has dropped.  Although lower fuel prices 
and any additional federal economic stimulus initiatives should help disposable income, the 
severity of the economic decline has required further revenue reductions.  The effect is 
particularly acute in the short-term as the new forecast for FY09 for total General Fund Revenue 
represents a 4.3% decline from FY08 levels and then only modest growth for the next two years, 
0.5% and 1.6% respectively.  The FY09 decline is driven primarily by Corporate and Individual 
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Income Taxes and Estate Tax.  In addition, tax lines associated with consumption, such as the 
sales tax and cigarette excise tax, are now projected to be lower in FY09 by $23.8 million and in 
the 2010-2011 biennium by $85.1 million. 
  

Table II-A - General Fund Summary 

  
FY08 

Actual FY09 FY10 FY11 FY12 FY13 
Current Forecast $3,087,818,992  $3,095,374,998 $3,146,183,758 $3,168,987,904     

Annual % Growth 2.3% 0.2% 1.6% 2.4%     

Net Increase (Decrease)   ($140,340,829) ($177,152,264) ($152,711,369)     

Revised Forecast $3,087,818,992  $2,955,034,169 $2,969,031,494 $3,016,276,535 $3,107,064,427 $3,190,005,450 

Annual % Growth 2.3% -4.3% 0.5% 1.6% 3.0% 2.7% 

Summary of Revenue Revisions by Major Revenue Category 

Sales and Use Tax   ($20,306,608) ($37,365,436) ($39,870,977)   

Service Provider Tax $0 $0 $0   

Individual Income Tax ($76,441,151) ($74,400,740) ($66,822,641)   

Corporate Income Tax ($28,090,000) ($29,860,000) ($24,586,103)   

Cigarette and Tobacco Tax   ($3,459,658) ($3,974,048) ($3,916,438)   

Public Utilities Tax $1,145,602 $0 $0   

Insurance Companies Tax ($5,190,769) ($5,609,734) ($6,031,464)   

Estate Tax ($14,236,055) ($17,038,096) ($1,455,740)   

Prop. Tax - Unorganized Territory  $740,341 $648,122 $454,783   

Income from Investments $3,618,740 ($1,974,593) ($1,857,990)   

Transfer to Municipal Rev. Sharing $6,366,727 $7,364,561 $6,826,546   

Transfer from Lottery Commission ($500,000) ($500,000) ($500,000)   

Other Revenues ($3,987,998) ($14,442,300) ($14,951,345)   

Total Revisions - Increase (Decrease) ($140,340,829) ($177,152,264) ($152,711,369)   
 
Individual Income Tax is reduced by $76.4 million in FY09 and by $141.2 million over the 
2010-2011 biennium.  A reduction in assumed capital gains tax liability is a major factor that 
adds to the negative impact in this category from other economic parameters, particularly lower 
personal income, fed through the tax model.   
 
The slowing national economy is expected to reduce estimates of corporate income tax receipts 
by $28.1 million in FY09 and by $54.4 million in the 2010-2011 biennium. 
 
Because of reduced home sales, the RFC projects a reduction in the Real Estate Transfer Tax of 
just under $1 million in FY09 and $4.0 million in the 2010-11 biennium. 
 
The Estate Tax is reduced by $14.2 million in FY09 and by $17.0 million in FY10.  FY11 is 
reduced by much less, $1.5 million, because the Estate Tax will be fazed out completely by the 
end of that year.    
 
Insurance Companies Tax is reduced by $5.2 million in FY09 and by $11.6 in the 2010-2011 
biennium. 
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Parimutuel and Gaming Revenue, revenue from the “Racino”, is reduced by $3.6 million in 
FY09 and by $9.2 million in the 2010-2011 biennium.   
 
Unclaimed Property Transfers are reduced by $7.1 million in FY09 and by $10.6 million in the 
2010-2011 biennium.  This arises from assumptions that the value of sold equities will be lower 
than previously expected and that less property may go unclaimed. 
 
Appendix A provides additional explanations and detail of the General Fund revenue changes 
recommended in this forecast. 
 
B.  Highway Fund 
 
Highway Fund revenues are projected lower by $8.4 million in FY09 and $11.2 million in the 
2010-2011 biennium.  High oil prices, which spiked over the summer, have lowered Fuel Taxes 
revenue by decreasing demand for gasoline.  Despite the recent sharp decline in fuel prices, the 
demand is not expected to rise quickly because of the distressed economy.  As the economy 
improves demand should pick up through FY10 until fuel prices eventually rise again.  The 
gasoline tax, like other consumption taxes, is the most severely affected, while diesel fuel 
consumption seems to be less affected by consumer decisions. 
 

Table II-B - Highway Fund Summary 

  
FY08 
Actual FY09 FY10 FY11 FY12 FY13 

Current Forecast $328,136,579  $350,242,726 $328,233,831 $331,962,554     

Annual % Growth -0.8% 6.7% -6.3% 1.1%     

Net Increase (Decrease) $0  ($8,384,119) ($5,552,253) ($5,696,819)     

Revised Forecast $328,136,579  $341,858,607 $322,681,578 $326,265,735 $328,629,895  $331,798,186 

Annual % Growth -0.8% 4.2% -5.6% 1.1% 0.7% 1.0% 

Summary of Revenue Revisions by Major Revenue Category 

Fuel Taxes ($4,405,842) $406,187 ($1,430,380)   

Motor Vehicle Registration & Fees ($3,123,001) ($5,620,366) ($4,170,838)   

Inspection Fees ($258,109) ($102,964) ($108,849)   

Fines, Forfeits and Penalties $0 $0 $0   

Income from Investments ($596,228) ($733,354) ($615,287)   

Other Revenues ($939) $498,244 $628,535   

Total Revisions - Increase (Decrease) ($8,384,119) ($5,552,253) ($5,696,819)   
  
The RFC has also lowered revenue estimates for motor vehicle registration fees and title fees 
necessitated by reduced assumptions for auto sales.  Some of this is not consumption-driven and 
is related to competition for long-term trailer registrations. 
 
Reduced Highway Fund balances and lower earnings rates in the Treasurer’s Cash Pool also 
contribute to lower revenues.  
 
See Appendix B for additional detail of the Highway Fund revenue changes recommended in the 
table on the previous page. 
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C.  Fund for a Healthy Maine (FHM) 
 
The Fund for a Healthy Maine (FHM) revenue forecast is revised downward to reflect lowered 
assumptions for slot machine revenue and an increased lag time for recovery of disputed tobacco 
settlement payments currently in legal proceedings. See Appendix C for the additional 
explanations of the changes summarized below. 
 

Table II-C - Fund for a Healthy Maine Summary 
  FY08 Actual FY09 FY10 FY11 FY12 FY13 
Current Forecast $62,044,739 $65,614,578 $70,462,845 $69,510,670     

Annual % Growth 21.8% 5.8% 7.4% -1.4%     

Net Increase (Decrease)   ($1,228,388) ($6,702,060) ($5,031,855)     

Revised Forecast $62,044,739 $64,386,190 $63,760,785 $64,478,815 $70,939,420  $71,202,694 

Annual % Growth 21.8% 3.8% -1.0% 1.1% 10.0% 0.4% 

Summary of Revenue Revisions by Major Revenue Category 

Base Payments $440,982 ($4,617,183) ($2,862,514)     

Racino Revenue ($1,633,303) ($2,068,988) ($2,162,430)     

Income from Investments ($36,067) ($15,889) ($6,911)     

Total Revisions - Increase (Decrease) ($1,228,388) ($6,702,060) ($5,031,855)     
 
 
D.  MaineCare Dedicated Revenue Taxes 
 
Medicaid/MaineCare Dedicated Revenue Taxes are revised downward in FY09 by $.36 million 
and upward by $.72 million for the 2010-2011 biennium.  The adjustments are based on updated 
trends indicating a drop in the Nursing Facility Tax offset by increases in the Hospital Tax and 
Service Provider Tax. 
 

Table II-D - Medicaid/MaineCare Dedicated Revenue Taxes Summary 
  FY08 Actual FY09 FY10 FY11 FY12 FY13 

Current Forecast $130,173,249  $141,414,054 $142,385,798 $144,241,149     

Annual % Growth 3.6% 8.6% 0.7% 1.3%     

Net Increase (Decrease)   ($356,755) $402,580 $321,586     

Revised Forecast $130,173,249  $141,057,299 $142,788,378 $144,562,735 $146,381,450  $148,245,634 

Annual % Growth 3.6% 8.4% 1.2% 1.2% 1.3% 1.3% 

Summary of Revenue Revisions by Major Revenue Category 

Nursing Facility Tax ($1,993,113) ($2,092,525) ($2,194,421)     

Residential Treatment Facilities Tax $154,457 $152,858 $151,219     

Hospital Tax * $100,047 $938,402 $938,402     

Service Provider Tax (PNMIs) $1,381,854 $1,403,845 $1,426,386     

Total Revisions - Increase (Decrease) ($356,755) $402,580 $321,586     
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III. CONCLUSIONS 
 
The RFC has in past reports expressed its concern over the economic variables that drive the 
revenue forecast. With extreme uncertainty surrounding the national economy, that concern 
has never been as great as it is now for the December 2008 forecast.  The severe credit crisis, a 
distressed housing market, rising unemployment, reports of instability at any number of  
financial institutions and lowered corporate profitability have all dealt blows to consumer 
confidence.  Government intervention, both real and anticipated, and the debate surrounding 
the intervention, have contributed to the uncertainty about the depth and duration of the 
current economic downturn.  The realization that one of the factors keeping oil prices low is 
the dampening impact of global economic downturn has created additional anxiety over long-
term oil prices.  Nowhere has the anxiety been more visible than in the massive decline and 
marked volatility of the stock market, where millions of investors have watched their savings 
and future pensions disappear in a few short months.  The timing and effectiveness of any 
additional stimulus package cannot be predicted.  Under these turbulent conditions, the RFC 
must account for a greater level of uncertainty when estimating revenue from capital gains, 
auto sales, corporate profits, personal income and other sources.  With this in mind, the RFC 
has, with guidance from the CEFC, done its best to estimate revenues under these challenging 
conditions. 
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Summary 

 
The Maine Consensus Economic Forecasting Commission (CEFC) convened on October 16, 
2008 to revise its February 2008 forecast. The new forecast projects a slowdown in national 
and state economic activity in the fourth quarter of 2008 (reflected in revised 2008 estimates) 
and into 2009. Since the commission’s last meeting in January, the continued decline of the 
housing market coupled with a rapid rise in energy costs has further reduced consumer and 
business spending and stressed the financial system. Despite federal interventions such as the 
economic stimulus package and the $700 billion rescue bill, economic conditions have 
continued to weaken, leading to job losses, a credit freeze, and significant anxiety among 
consumers and business owners. The underlying weakness of the national economy, along 
with the impacts of the closure of Naval Air Station Brunswick in 2009 are the primary 
reasons for the current reductions in the CEFC’s Maine economic forecast.   
 
The commission is projecting modest losses in Maine non-farm wage and salary employment 
in 2008 and 2009 (-0.2% and -0.7%, respectively), followed by a slow recovery starting in 
2010. The forecast for personal income in 2008 is projected to be slightly above the January 
forecast, but has been reduced for 2009 and 2010 as a result of the weak job market. The 
commission increased its forecast for the Consumer Price Index (CPI), a measure of 
household inflation, to 4.4% in 2008, reflecting the significant rise in energy prices observed 
in the first two quarters of this year.  
 
The table below outlines the forecast’s major indicators.  
 

Calendar Years 2008 2009 2010 2011 2012 2013 

Wage & Salary Employment (Annual Percentage Change) 

      CEFC Forecast 1/2008 0.0 0.6 0.7 0.6 0.6  

    CEFC Forecast 11/2008 -0.2 -0.7 0.4 1.0 0.8 0.7 

Personal Income (Annual Percentage Change)       

    CEFC Forecast 1/2008 3.5 4.1 4.2 4.1 4.2  

     CEFC Forecast 11/2008 3.7 2.6 3.9 4.0 4.3 4.3 

CPI (Annual Percentage Change)       

    CEFC Forecast 1/2008 2.3 2.1 2.1 2.2 2.1  

     CEFC Forecast 11/2008 4.4 2.5 2.5 2.2 2.2 2.2 

 
In making these adjustments, the CEFC drew upon information presented by several state 
agencies. The following sections summarize their reports. 
 

Maine Department of Labor 

The most recent labor market reports, reflecting employment conditions through August 2008, 
show a slow decline in resident and nonfarm wage and salary employment since their peak 
near the first of the year, resulting in a slow increase in the unemployment rate. These trends 
are consistent with observations from the national labor market. The current unemployment 
rate in Maine, 5.5%, is the highest since September 2003. The number of nonfarm wage and 
salary jobs in August 2008 is 2,000 less than in August 2007.  
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Comparing the first eight months of 2008 to the same period last year, resident employment 
increased 1,400, nonfarm wage and salary employment remained flat, and the unemployment 
rate increased from 4.7% to 5.1%. Since mid-summer, the number of initial claims for 
unemployment insurance (4-week moving average) has risen above comparable rates 
observed in each of the past 3 years. Since April 2008, continuing claims have also been 
running above averages seen in recent years. Keeping with recent trends, job gains have been 
in the industries of health care and social assistance, and professional and business services. 
Job losses have been in the construction, manufacturing, trade, transportation, and utilities, 
financial activities, government, and information sectors. Wages for the first half of 2008 are 
up 3.7% compared to the same period last year.  

 

Maine Revenue Services 

The latest taxable retail sales figures indicate that consumer sales are flat year-to-date. 
Business operating sales are also starting to decline. Anemic restaurant and lodging sales in 
June, July, and August point to a weak summer tourism season. Retail sales in the building 
supply and transportation sectors are down 3.6% and 3.7% through the first eight months of 
the year compared to the same period last year.  

General Fund revenues are about $10 million under budget fiscal year-to-date (-1.6% for July 
through September), with the largest component of the variance due to under-budget 
corporate income taxes (-16.8%). Revenues from the sales and use tax are up slightly through 
the first three months of the fiscal year, but were $2 million down in September (-2.2%). They 
are expected to continue to weaken in the near-term, mirroring declines in the underlying 
economy. Individual income tax payments are on budget year-to-date; however, this may be 
misleading as 2008 payments are based on 2007 income. Expectations are that estimated 
payments for the fourth quarter of 2008, a time when many taxpayers reconcile their 
estimated income to actual income, may be negligible, bringing growth this year compared to 
2007 down from the current level of 4.5% to 3 to 3.5%. The recent downturn in financial 
markets will also have a negative impact on 2008 capital gains taxes. 

 

Maine State Planning Office 

The latest economic indicators show that the national and state economic outlook has 
worsened since the CEFC met in January. The Maine Coincident Economic Activity Index, an 
economic indicator that is a proxy for State GDP, decreased 1.0% in August 2008 over 
August 2007. Maine’s year-over-year change has been flat or negative since March 2008. 
Nationally, for the past 3 months, the indexes have decreased for 35 states (including Maine), 
stayed the same for 3, and increased for 12. 

Total personal income grew by 4.3% in the first 2 quarters of 2008 compared to the same 
period last year, partly due to the federal Economic Stimulus Act of 2008. Increases in 
transfer payments partially reflect economic stimulus payments to individuals with low or no 
tax liability. Wage and salary income grew by 3.7%. 
 
The Consumer Price Index was 5.4% higher in August 2008 than a year ago. Year-to-date, 
prices are 4.6% higher than the same period last year. Core inflation, which excludes food and 
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energy, was 2.5% higher in August 2008 than a year ago, somewhat alleviating pressure on 
the Federal Reserve to raise interest rates. 
 
The University of Michigan Consumer Sentiment Survey, a monthly survey that tracks 
consumer confidence in the economy, dropped 28% from January to June, but has been 
increasing since then.  
 
The price of oil rose dramatically from $89/barrel in January to a peak of just under 
$150/barrel in July. Since July, a weakening economy has erased much of those gains, with 
WTI currently trading below $80 (as of 10/15/08). There is still much uncertainty over where 
the price of oil is heading, as illustrated by divergent forecasts from Global Insights and 
Economy.com. 
 
The price of heating oil has also risen dramatically since the beginning of this year, peaking at 
over $4.50 per gallon. The price has fallen sharply in the past two months to a statewide 
average of $3.62 (as of 10/6/08). This is still about a dollar more than the same time last year. 
 
Existing home sales continue to fall, down over 20% in Maine in each of the first two quarters 
of 2008 compared to the same period last year. Building permits for single family homes also 
continue to trend downwards, down 40% in August 2008 compared to August 2007, on a 
seasonably adjusted basis. Since May 2006, 27 of 28 months have seen negative growth year 
over year. Home prices in the Portland–South Portland–Biddeford metropolitan area are down 
6% in the second quarter compared to the same period last year. This makes nine consecutive 
quarters where prices have remained flat (< 1% increase) or decreased. 
 

Consensus Forecast
1
 

In light of the latest economic data and the resulting changes in the forecast models, the CEFC 
made adjustments to its economic forecast. This round of adjustments primarily reflects lower 
expectations for national growth and changes in employment at Naval Air Station Brunswick 
(NASB) beginning in December 2008. (NASB will experience an initial reduction in force in 
12/08 as the first P-3 squadron will be deployed overseas and will not return to Brunswick 
upon completion of their assignment. Three additional squadrons are slated to depart in 
summer 2009.)  In considering these changes, the CEFC referred to economic forecasts from 
Global Insight, Economy.com, and the New England Economic Partnership (NEEP), all of 
which projected lower growth than previously forecast.  

The economic situation for Maine, while worse than thought, is not catastrophic. Employment 
and income are now forecast to be lower than projected in January, but still better than 
headlines would lead one to believe. Maine will experience a tough fourth quarter, resulting in 
negative job growth for the year of -0.2%. 2009 will also see job losses, exacerbated by the 
closing of NAS Brunswick, and slow income growth. The CEFC forecasts growth in personal 

                                                 
1 In addition to the October 16th meeting, the CEFC met again by phone on October 29th to review its preliminary 
forecast. This meeting was held to augment information presented at the meeting on the 16th with additional 
economic data that had become available in the weeks after the first meeting. The CEFC consulted updated 
forecasts from the New England Economic Partnership (NEEP) and Global Insight. The CEFC incorporated this 
additional information into its official forecast, as presented in this report. 
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income to be 3.6% and 2.6% in 2008 and 2009, respectively. Wage and salary income is 
projected to be 3.4% in 2008 and then fall to 2.2% in 2009 before rising to 2.9% in 2010. The 
forecasts for personal income from nonfarm proprietors and dividends, interest, and rent have 
also been reduced.  

A slow economic recovery will start in 2010, with a return in 2011–2013 to historical trends 
in employment and income growth. For comparison purposes, the current economic outlook 
for Maine may be similar to the recession seen in 1980–1982: about seven quarters of 
employment decline and then six quarters of recovery. In the near-term, Maine’s economic 
climate may be worse than the mild recession in the early part of this decade, but better than 
the one in the early 1990s.  
 
Because of the current volatility in the national economy, this forecast carries substantially 
more risk than past ones. It assumes that the financial crisis will resolve itself shortly, and that 
problems for small businesses and state and local governments in securing loans will not 
continue.  
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Maine Consensus Economic Forecasting Commission    

November 2008 Forecast    History Forecast        
 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 

 CPI-U* (Annual Change) 2.7% 3.4% 3.2% 2.8% 4.4% 2.5% 2.5% 2.2% 2.2% 2.2% 

 Maine Unemployment Rate**   4.6% 4.8% 4.6% 4.7% 5.4% 6.1% 5.8% 5.2% 4.9% 4.9% 

 3-Month Treasury Bill Rate**   1.4% 3.1% 4.7% 4.4% 1.8% 2.5% 4.0% 4.7% 4.4% 4.4% 

 10-Year Treasury Note Rate**   4.3% 4.3% 4.8% 4.9% 3.9% 5.2% 5.5% 5.0% 5.1%  

         

  Employment, thousands           

 Maine Wage & Salary Employment*   611.7 611.7 614.7 617.4 616.1 611.8 614.3 620.4 625.4 629.8 

  Natural Resources   2.6 2.7 2.7 2.7 2.6 2.5 2.5 2.6 2.6 2.5 

  Construction   30.8 30.7 31.3 30.8 29.6 27.8 27.8 28.1 28.3 28.3 

  Manufacturing   63.0 61.4 60.0 59.1 58.4 57.2 57.5 58.1 58.0 57.5 

  Trade/Trans./Public Utils.   125.2 125.2 125.7 126.4 125.2 122.7 122.2 122.4 121.9 121.4 

  Information   11.2 11.2 11.2 11.3 11.2 11.1 11.1 11.1 11.1 11.1 

  Financial Activities   34.9 34.2 33.6 33.3 32.8 32.6 33.0 33.6 34.0 34.4 

  Prof. & Business Services   49.6 50.3 52.0 53.6 54.7 55.5 56.4 58.3 59.9 61.5 

  Education & Heath Services   110.9 112.2 114.1 116.1 117.9 119.6 121.2 123.7 126.2 128.7 

  Leisure & Hospitality Services   58.8 59.2 59.9 60.1 60.1 59.7 60.5 62.0 63.0 64.1 

  Other Services   20.0 20.0 19.7 19.9 19.8 19.4 19.2 19.1 19.0 19.0 

  Government   104.7 104.8 104.4 104.3 104.1 103.6 102.7 101.4 101.4 101.2 

 Agricultural Employment   14.0 18.8 18.0 17.6 18.4 18.4 18.4 18.4 18.4 18.4 

  Annual Growth Rate           

 Maine Wage & Salary Employment*   0.8% 0.0% 0.5% 0.4% -0.2% -0.7% 0.4% 1.0% 0.8% 0.7% 

  Natural Resources   4.0% 3.8% 1.5% -1.8% -5.0% -2.0% 0.9% 1.8% -0.1% -0.9% 

  Construction   1.0% -0.3% 2.0% -1.6% -4.0% -6.0% 0.0% 1.0% 0.7% 0.0% 

  Manufacturing   -1.7% -2.6% -2.2% -1.6% -1.1% -2.0% 0.5% 1.0% -0.2% -0.9% 

  Trade/Trans./Public Utils.   1.6% 0.0% 0.3% 0.6% -1.0% -2.0% -0.4% 0.2% -0.4% -0.4% 

  Information   -0.9% -0.4% 0.6% 0.7% -1.3% -0.6% -0.2% -0.2% 0.0% 0.4% 

  Financial Activities   -0.6% -2.1% -1.6% -1.0% -1.5% -0.4% 1.0% 2.0% 1.2% 1.0% 

  Prof. & Business Services   -1.4% 1.4% 3.4% 3.0% 2.0% 1.5% 1.7% 3.3% 2.7% 2.7% 

  Education & Heath Services   3.4% 1.2% 1.6% 1.8% 1.6% 1.4% 1.4% 2.0% 2.0% 2.0% 

  Leisure & Hospitality Services   0.7% 0.7% 1.1% 0.4% 0.0% -0.6% 1.3% 2.5% 1.7% 1.7% 

  Other Services   -1.5% 0.0% -1.4% 0.9% -0.7% -1.8% -1.3% -0.3% -0.4% -0.3% 

  Government   1.0% 0.1% -0.3% -0.1% -0.2% -0.4% -0.9% -1.3% 0.0% -0.2% 

 Agricultural Employment   -21.3% 34.3% -4.3% -2.2% 4.5% 0.0% 0.0% 0.0% 0.0% 0.0% 

           
  2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 

 Seasonally adjusted, millions        

 Personal Income*   39487.5 40379.6 42410.5 44735.5 46390.7 47596.8 49453.1 51431.2 53642.8 55949.4 

  Wage & Salary Disbursements*   20210.9 20555.7 21410.3 22366.0 23126.5 23635.3 24320.7 25123.3 26103.1 27068.9 

  Supplements to Wages & Salaries*   4902.8 5103.8 5231.8 5381.7 5510.9 5692.7 5892.0 6127.7 6391.2 6678.8 

  Non-Farm Proprietors' Income*   3092.1 3190.3 3329.1 3395.5 3409.1 3511.4 3641.3 3765.1 3878.0 3994.4 

  Farm Proprietors' Income   20.1 15.2 13.2 44.9 45.1 46.5 48.2 49.8 51.3 52.9 

  Dividends, Interest, & Rent*   6144.8 5777.6 6632.2 7365.5 7683.7 7760.6 8179.6 8555.9 8975.1 9423.9 

    Dividends 2233.3 2033.0 2452.6 2902.8 3137.7 3201.1 3303.6 3357.1 3354.1 3337.4 

    Interest 3416.6 3505.4 3941.8 4224.3 4283.4 4247.0 4563.6 4886.3 5308.7 5773.0 

    Rent 494.9 239.2 237.7 238.4 262.5 312.4 312.4 312.4 312.4 313.7 

  Transfer Payments*   7460.6 8131.8 8286.8 8785.0 9392.1 9851.8 10433.5 11045.5 11653.6 12326.3 

  Less: Contributions to Social Ins. 3083.5 3166.8 3314.4 3465.2 3619.2 3764.3 3947.5 4142.7 4336.7 4545.4 

  Residence Adjustment   739.8 772.0 821.5 861.9 842.5 862.9 885.3 906.7 927.1 949.8 

 Farm Income   110.6 87.7 96.2 118.9 123.5 128.5 134.0 139.8 139.8 139.8 

 Annual Growth Rate           

 Personal Income*   5.2% 2.3% 5.0% 5.5% 3.7% 2.6% 3.9% 4.0% 4.3% 4.3% 

  Wage & Salary Disbursements*   4.8% 1.7% 4.2% 4.5% 3.4% 2.2% 2.9% 3.3% 3.9% 3.7% 

  Supplements to Wages & Salaries*   4.1% 4.1% 2.5% 2.9% 2.4% 3.3% 3.5% 4.0% 4.3% 4.5% 

  Non-Farm Proprietors' Income*   14.3% 3.2% 4.3% 2.0% 0.4% 3.0% 3.7% 3.4% 3.0% 3.0% 

  Farm Proprietors' Income    -24.1% -13.3% 239.9% 0.4% 3.0% 3.7% 3.4% 3.0% 3.0% 

  Dividends, Interest, & Rent*   1.6% -6.0% 14.8% 11.1% 4.3% 1.0% 5.4% 4.6% 4.9% 5.0% 

    Dividends 18.9% -9.0% 20.6% 18.4% 8.1% 2.0% 3.2% 1.6% -0.1% -0.5% 

    Interest -5.7% 2.6% 12.5% 7.2% 1.4% -0.8% 7.5% 7.1% 8.6% 8.7% 

    Rent -9.4% -51.7% -0.6% 0.3% 10.1% 19.0% 0.0% 0.0% 0.0% 0.4% 

  Transfer Payments*   6.1% 9.0% 1.9% 6.0% 6.9% 4.9% 5.9% 5.9% 5.5% 5.8% 

  Less: Contributions to Social Ins.   5.0% 2.7% 4.7% 4.5% 4.4% 4.0% 4.9% 4.9% 4.7% 4.8% 

  Residence Adjustment   5.9% 4.3% 6.4% 4.9% -2.3% 2.4% 2.6% 2.4% 2.3% 2.4% 

 Farm Income   21.0% -20.7% 9.7% 23.7% 3.9% 4.0% 4.3% 4.3% 0.0% 0.0% 

*CEFC Forecast             

**Maine Unemployment Rate, and 3-month Treasury Bill and 10-year Treasury Bond rates from Moody's Economy.com - September 2007 

Remaining lines derived from the CEFC forecast by CEFC staff and reviewed by the CEFC.  
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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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