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Month In Review

General Fund revenue was ahead of projections both for the month of
December and for the fiscal year-to-date. These positive variances reflect
differences from December revenue forecast levels, which had already
increased General Fund budgeted revenue for FY 2015 by $45.5 million. A
preliminary look at January 2015 revenue indicates continued performance at
or above December revenue forecast levels.

Highway Fund revenue improved in December and is ahead of budget through
the first six months of the fiscal year. These positive variances reflect the FY
2015 $7.5 million increase in Highway Fund budgeted revenue included in the
December revenue forecast. Preliminary January 2015 motor fuel tax revenue
collections indicate continued strong performance and a likely positive
variance compared to December revenue forecast levels.

State expenditures for the first half of FY 2015 were 12.9% below the first six
months of FY 2014. However, most of this decrease was in Other Special
Revenue Funds and Federal Funds and was attributable to the one-time $490.2
million hospital settlement payments made in FY 2014 funded by the liquor
revenue bonds. After adjusting for these one-time payments in FY 2014
expenditures, state expenditures for the first half of FY 2015 decreased by a
more moderate 0.8%.

December cash balances, while down from November, continue to remain
strong. December’s total cash balance of $585.2 million is well above both
last year’s balance for December of $432.7 million and the ten-year average
for December of $474.0 million. General Fund internal borrowing decreased in
December and is significantly lower than the prior two Decembers. The
average Highway Fund balance of $28.6 million in December decreased from
November’s average of $36.3 million with the drop-off reflecting the early
December annual payment for the Local Road Assistance program.

The price of home heating oil continues to fall and is currently at the lowest
levels seen in several years. The average price of #2 home heating oil in Maine
has dropped approximately $0.76 per gallon (22.9%) since the 2014-2015
winter heating season began. The average price for the month of January is
$1.20 per gallon (31.3%) lower than January 2014, and approximately $0.72
per gallon (19.8%) lower for the first four months of the 2014-2015 winter
heating season than the same time period last year. Assuming this trend
continues, Maine households spending less to heat their homes - and drive
their vehicles — should have a continued positive effect on economic
performance.

Maine Public Employees Retirement System (MainePERS) investments were
up 0.9% for the quarter ending December 31, 2014 and 5.4% over the past
year. The total plan assets increased approximately $0.3 billion over the past
12 month period, from $12.2 billion as of December 31, 2013 to $12.5 billion
as of December 31, 2014.
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Month In Review (Continued)

Total MaineCare weekly cycle spending (state and
federal dollars) has been trending up in recent months
compared to spending for a comparable period last
fiscal year. Even with this step up in overall spending,
General Fund MaineCare spending through six months
appears to be remaining at or below FY 2014 levels.
MaineCare caseloads continue to trend downward
driven by individuals who lost coverage over the last

year or so, now losing the transitional coverage they had
maintained for up to one year after first losing
eligibility. The trend in MaineCare General Funding
spending through six months will need to be maintained
in order to stay within budgeted resources for the
MaineCare program for the current fiscal year.

December 2014

General Fund Revenue Update
Total General Fund Revenue - FY 2015 ($'s in Millions)

Budget Actual Var. % Var.  Prior Year % Growth
December $251.8 $265.8 $14.0 5.6% $248.6 6.9%
FYTD $1,454.8 $1,473.7 $18.9 1.3%  $1,356.3 8.7%

General Fund revenue was over budget by $14.0
million (5.6%) for December, increasing the positive
variance of the fiscal year through December to $18.9
million (1.3%). These positive variances now reflect
the December revenue forecast, which increased
budgeted revenue for FY 2015 by $45.5 million.

Individual income tax revenue was $13.2 million over
budget for the month of December, driven largely by
estimated payments being over budget by $8.1 million
and by withholding exceeding budget by $3.6 million.
The estimated payment line will be looked at closely
when January revenues are posted. Historically, strong
December and January estimated payments have been
an indicator that April receipts may be higher than
forecasted. The sales and use tax category came in on
budget for the month and for the fiscal year to date.

Total taxable sales for the month of November
(December revenue) were 1.8% higher than November
2013. Reduced energy prices have contributed to this
increase. These positive variances were partially offset
by a negative variance of $3.4 million (-4.2%) in
corporate income tax receipts largely caused by
estimated payments being lower than expected. This
negative variance is expected to even out over the
coming months, as estimated payments are difficult to
forecast on a monthly basis.

There are a number of other revenue variances that
reflect purely timing issues in the monthly distribution
of budgeted revenue for FY 2015. An example is the
Transfers for Tax Relief Programs category, which was
over budget by $7.0 million for the first half of FY
2015.

Highway Fund Revenue Update
Total Highway Fund Revenue - FY 2015 ($'s in Millions)

Budget Actual Var. % Var.  Prior Year % Growth
December $22.7 $24.6 $2.0 8.6% $22.4 9.8%
FYTD $143.0 $145.5 $2.5 1.7% $142.9 1.8%

Highway Fund revenue was over budget by $2.0
million (8.6%) in December and by $2.5 million
(1.7%) for the fiscal year through December. These
positive variances reflect the December revenue
forecast, which increased budgeted Highway Fund
revenue for FY 2015 by $7.5 million.

Motor fuel excise taxes through the first six months of
FY 2015 were $0.7 million (0.8%) over budget. Com-
pared to the first six months of FY 2014, motor fuel
excise tax receipts have increased by 0.7%. Continued

decreased fuel prices compared to last fiscal year are
contributing to higher revenues in this category. In
addition, motor vehicle registration and fees revenues
were $2.2 million (5.6%) over budget through
December. The majority of this variance relates to long
-term trailer revenue which continued to perform well
in December. Trailer renewals are due in January, so it
remains to be seen whether companies will opt to re-
new all trailers or decide to scale back. This line will
be reevaluated during the next revenue forecast.
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December 2014

State Expenditure Update

While State total Operating Funds expenditures for the
first half of FY 2015 appear to have decreased by
$518.2 million (12.9%) when compared to the first half
of FY 2014, the decline was primarily due to the $490.2
million in hospital settlements paid in FY 2014, funded
by the proceeds of the liquor revenue bonds. If these
payments are not reflected in the FY 2014 six-month
Other Special Revenue Funds and Federal Funds totals,
total Operating Funds expenditures declined by $28.0
million (0.8%) in first half of FY 2015 when compared
to the same period for FY 2014.

General Fund expenditures increased by $13.9 million
(0.9%) in the first half of FY 2015 compared to the first
half of FY 2014. Increases in General Fund spending
for the Department of Education (+$8.2 million) and

the Department of Corrections (+$6.3 million) accounted
for most of this increase. The Department of Education
increase appears to be due to a delay in the timing of
teacher retirement and related payments from the second
quarter to the third quarter of FY 2014. The Department
of Corrections increase is primarily in Personal Services,
contracted medical services and Capital expenditures.
Department of Health Human Services expenditures
decreased over the six-month comparison period.

Total Highway Fund spending decreased by $53.5 million
(27.8%) in the first half of FY 2015 compared to the same
period for FY 2014. The decrease was driven by
Department of Transportation spending which fell by
$54.3 million (33.6%), largely the result of timing issues.

Operating Funds - Expenditures through 1st Half of Fiscal Year
Operating Funds: FY 2014 FY 2015 % Change
General Fund $1,627,890,532 $1,641,770,543 0.9%
Highway Fund $192,147,014 $138,679,378 -27.8%
Other Special Revenue Funds $658,779,757 $477,109,168 -27.6%
Federal Funds $1,546,801,365 $1,249,858,551 -19.2%
Total Operating Funds $4,025,618,669 $3,507,417,640 -12.9%
General Fund Expenditures by Major Department
Education $598,767,753 $606,959,657 1.4%
Health and Human Services $558,832,964 $555,189,270 -0.7%
Corrections $69,406,337 $75,674,068 9.0%
Administrative and Financial Services $84,834,741 $85,081,008 0.3%
Other Departments and Agencies $316,048,737 $318,866,541 0.9%
Highway Fund Expenditures by Major Department
Transportation $161,521,632 $107,241,744 -33.6%
Secretary of State $17,024,301 $17,127,279 0.6%
Public Safety $12,351,410 $12,962,847 5.0%
Other Departments and Agencies $1,249,671 $1,347,508 7.8%

Cash Update

The average total cash pool balance for December was Highway Fund cash balances were $28.6 million in
$585.2 million, down from November’s average of December, down from $36.3 million in November, but
$623.3. The December average balance was $152.5 well above the average of $4.0 million in December of
million higher than last December and $111.2 million 2013. The drop-off in the December balance reflects the
above the 10-year average balance for December of early December payment for the Local Road Assistance
$474.0 million. program. Last fiscal year in December, the first year of

Average General Fund internal borrowing in December the chgnge toa smgle. annual payment for this program,
- the Highway Fund dipped very close to $0 and took

decreased by $6.5 million from November and was

$61.2 million less than December 2013. Given the nearly one quarter before balances recovered to the levels

status of the total average cash pool, the circumstances of previous years.
continue to seem favorable for another year in which

cash flow needs are handled internally and no external

borrowing is required.
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December 2014

Cash Update (Continued)

Summary of Treasurer's Cash Pool
December Average Daily Balances
Millions of $'s
2013 2014

General Fund (GF) Total $44.7 $41.9
General Fund (GF) Detail:

Budget Stabilization Fund $59.8 $68.3

Reserve for Operating Capital $2.6 $4.9

Tax Anticipation Notes $0.0 $0.0

Internal Borrowing $216.7 $155.5

Other General Fund Cash ($234.4) ($186.8)
Other Spec. Rev. - Interest to GF $12.5 $63.6
Other State Funds - Interest to GF $18.9 $22.2
Highway Fund $4.0 $28.6
Other Spec. Rev. - Retaining Interest $35.7 $76.1
Other State Funds $218.2 $259.9
Independent Agency Funds $98.8 $92.9
Total Cash Pool $432.7 $585.2

Heating Oil Price Update

The price of home heating oil continues to fall and is
currently at the lowest level seen in several years. As
the chart below illustrates, the average price of #2
home heating oil in Maine has dropped approximately
$0.76 per gallon (22.9%) since the 2014-2015 winter
heating season began. The average price for the month
of January is $1.20 per gallon (31.3%) lower than
January 2014, and approximately $0.72 per gallon
(19.8%) lower for the first four months of the 2014-
2015 winter heating season than the same time period
last year.

The U.S. Energy Information Administration’s (EIA)
December 2014 Short-Term Energy Outlook projects
that the average household may spend approximately
27% less for home heating oil this winter than last

winter. This forecast assumes that residential heating oil
prices will be approximately 20% lower this winter than
last and that temperatures in the Northeast will average
between 11% and 16% warmer than last year’s winter
heating season.

In Maine, households will definitely be spending less to
heat their homes this year than last, although it remains to
be seen whether their savings will reach the levels
projected by the EIA. Temperatures in January were very
cold, running approximately 4.8% colder than last year
and 7.1% colder than normal. Actual temperatures
through the first 4 months of the 2014-2015 winter
heating season were 4.5% warmer than the same time
period last year (0.7% warmer than normal) while home
heating oil prices were down about 19.8% .

Price of #2 Home Heating Oil in Maine
Weekly Statewide Average

$ Per Gallon
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December 2014

MainePERS Investment Update

Maine  Public  Employees  Retirement  System
(MainePERS) investments were up 0.9% for the quarter
ending December 31, 2014 and 5.4% over the past year.
The total plan assets increased approximately $0.3
billion over the past 12 month period, from $12.2
billion as of December 31, 2013 to $12.5 billion as of
December 31, 2014.

For the quarter ending December 31, 2014, US stocks
were up 5.2%, international stocks were down 3.9% and
US bonds decreased 0.1%. During that same time
period, approximately 87% of MainePERS asset

allocation was in US Stocks (30.3%), US Bonds (23.7%),
International Stocks (24.2%), and Real Estate (8.3%). The
remaining 13% was invested in Other, Infrastructure,
Private Equity and Cash.

The table below has the long-term return information as of
December 31, 2014. Over the past 30 years, the fund has
had an average return of 9.1% per year. It is
important to realize that quarterly and annual performance
can deviate significantly from this long-term average in any
given year.

Long-Term Performance ending December 31, 2014
(annualized performance)

1 Year

3 Years

5 Years 10 Years 30 Years

Total Fund 5.4% 10.9%

8.9% 5.8% 9.1%

MaineCare Update

MaineCare Weekly Cycle Payments

The average weekly MaineCare cycle for FY 2015
through Week 29 was $46.6 million (state and federal
dollars), a decrease from the cycle average of $47.2
million through Week 24 of this year that was referenced

expenditure category for the first six months for the last
three fiscal years. After adjusting for one-time spending and
offsets, primarily the $490.2 million in one-time hospital
settlement payments made in September of 2013, total

in last month’s Fiscal News, but above the average of MaineCare “All Funds” spending increased by 3.7% for the

$45.4 million through week 27 of the prior fiscal year.
MaineCare Chart 1 below summarizes average weekly
MaineCare cycle payments for FY 2015 as well as
comparable payment cycle averages for FY 2013 and FY
2014. MaineCare Chart 2 summarizes the actual cycles
each week for FY 2015 and for FY 2013 and FY 2014.

The FY 2015 MaineCare cycle average had been tracking
closely to the FY 2014 average through Week 19, but in
the last few months the cycle averages have been above
FY 2014 averages. Part of this increase appears to be the
result of increases in the “monthly billing
providers” cycles. While the “monthly billing providers”
cycle is the largest cycle of each month, as shown in
MaineCare Chart 2, the weekly FY 2015 levels have been
noticeably higher than comparable FY 2014 levels. Even
though the MaineCare cycles (that reflect both state and
federal MaineCare spending) have been trending higher
in recent weeks, MaineCare General Fund spending
appears to be staying at or below spending for the same
period last year (see discussion that follows). It is this
General Fund trend that will ultimately determine the
need for any MaineCare supplemental funding for FY
2015.

MaineCare Expenditure Detail through Six Months

MaineCare Table 1 uses expenditure data from the
State’s financial warehouse (MFASIS) through Decem-
ber of 2014 to compare MaineCare expenditures by

first six months of FY 2015 compared to FY 2014. As
detailed in MaineCare Table 1, FY 2015 spending through
six months increased primarily in the home and community-
based care (HCBC) waivers, hospital services, residential
care (nursing home payments), mental health services, clinic
services, certified seed and transportation services
expenditure categories. These increases were partially offset
by decreases in the pharmacy and related, medical
professionals and Medicare crossover payments expenditure
categories. FY 2015 spending through December also
continued to be offset by significant increases in the “16
Other Adjustments” category that reflects financial
transactions (e.g., third party liability collections, audit
settlements, etc.) that are not assigned to another expenditure
category.

MaineCare Table 1 also shows that aggregate General Fund
expenditures for the first six months of FY 2015 decreased
by 1.2 % compared to the first six months of FY 2014.
General Fund spending for the first six months without the
“16 Other Adjustments” category offsets does show a small
increase of 0.4% compared to the first six months of FY
2014. General Fund expenditures must remain below prior
fiscal year levels to reflect various cost savings initiatives
and other deappropriations assumed in FY 2015 MaineCare
budget levels. Whether this MaineCare General Fund trend
through the first six months will continue and be sufficient
to keep spending within budgeted resources for FY 2015,
cannot yet be definitively determined.
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December 2014

MaineCare Update (Continued)

MaineCare Chart 1. Weekly Cycle Averages - FY 13, FY 14 and FY 15

FY 15 Through 1/17/14 - Week 29
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° FY 14 averages do not reflect MaineCare hospital settlements of $490.2 million paid in the 9/21/13 (12th) cycle but do include $9.3 million to reimburse in-
State hospitals for crossover claims incurred between late March and June 2011 paid in the 6/11/14 (50th) cycle. FY 13 averages do not reflect MaineCare

hospital settlements of $26.3 million paid in the 9/29/12 (13th) cycle.

MaineCare Chart 2. Weekly Cycles - FY 13, FY 14 and FY 15
FY 15 Through 1/17/14 - Week 29
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December 2014

MaineCare Update (Continued)

MaineCare Table 1. MaineCare and Related Expenditures Detail Through 6 Months
All Funds
FY 2013 FY 2014 FY 2015 Chgs. FY 2014 to FY 2015

Expenditure Categories 6 Months 6 Months 6 Months $ Yo

1 Hospital Services $288,788,980 $306,860,043 $321,843,476 $14,983,433 4.9%
1 A Hospital Settlements $26,332,279 $490,200,000 $0 ($490,200,000)  -100.0%
2 Residential Care $254,633,831 $264,380,805 $272,204,276 $7,823,471 3.0%
3 HCBC Waivers $162,017,458 $165,627,220 $180,875,938 $15,248,718 9.2%
4 Pharmacy and Related $151,091,747 $160,913,390 $158,724,324 ($2,189,066) -1.4%
5 Medical Professionals $85,563,668 $81,628,656 $80,278,739 ($1,349,917) -1.7%
6 Medicare Crossover Payments $69,442,779 $48,700,745 $46,463,456 ($2,237,289) -4.6%
7 Mental Health Services $134,260,100 $143,637,807 $147,151,589 $3,513,781 2.4%
8 Clinic Services $26,199,815 $24,375,287 $25,623,238 $1,247,951 5.1%
9 Home Health $15,024,217 $16,750,235 $16,712,738 ($37,497) -0.2%
10 Rehabilitation Services $10,766,242 $12,337,779 $13,288,879 $951,100 7.7%
11 Case Management $21,549,766 $22,311,059 $22,803,900 $492,841 2.2%
12 Certified Seed $11,736,520 $11,458,819 $14,295,439 $2,836,620 24.8%
13 Transportation Services $22,648,177 $22,109,081 $25,989,308 $3,880,226 17.6%
14 Other Expenditure Codes $6,182,706 $4,415,930 $6,818,188 $2,402,258 54.4%
15 Accounting Adjustments ' ($458,266) $3,895,951 ($488,030) ($4,383,982) -112.5%
16 Other Adjustments ' ($14,049,147) ($32,024,678) ($38,267,022) ($6,242,344) 19.5%

All Funds Total $1,271,730,871 $1,747,578,132 $1,294,318,436 ($453,259,695)  -25.9%
Minus Accounting and Other Adjustmen ($11,824,866) ($462,071,273) $38,755,052 $500,826,325  -108.4%

All Funds Adjusted Total $1,259,906,005 $1,285,506,858 $1,333,073,488 $47,566,630 3.7%
General Fund Totals $395,888,562 $397,436,853 $392,687,952 ($4,748,901) -1.2%
Minus Accounting and Other Adjustmen $6,586,294 $9,793,732 $16,100,633 $6,306,902 64.4%

General Fund Adjusted Totals $402,474,856 $407,230,585 $408,788,586 $1,558,000 0.4%
" Includes bad debt write-offs and other adjustments (e.g., third party liability collections, audit settlements, etc.) that are not assigned
to a specific expenditure category.

MaineCare Caseload

MaineCare caseload data for December released by the
DHHS Office of MaineCare Services (OMS) and by
the DHHS Office of Family Independence (OFI) show
aggregate MaineCare caseload continues to decrease.
MaineCare Chart 3 shows OMS and OFI aggregate
caseload data over time. December data released by
OMS continues to show the decrease in Medicare
Savings Program/Drugs for the Elderly (MSP/DEL)
caseload that was first noted in October. DHHS
attributed this decrease to a correction in OMS
caseload counting that does not reflect a change in the
number of individuals actually eligible for the
Medicare Savings Program/Drugs for the Elderly
(MSP/DEL) programs and should not affect program
spending.

As shown in MaineCare Table 2, during the first half of
FY 2015 the continued overall decline
MaineCare caseload was largely driven by a reduction
in the number of individuals on MaineCare transitional
assistance, presumably the parents and children who
have lost coverage but had been on transitional
Medicaid coverage for up to a year. The children of
these parents would not be losing coverage after the
year just moving back to their original eligibility status.
MaineCare Table 2 also shows the impact of the OMS
reduction in the MSP/DEL caseload count discussed

above.

in total
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MaineCare Update (Continued)
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MaineCare Chart 3. MaineCare Caseload Through December 2014
Office of MaineCare Services (OMS) and Office of Family Independence (OFI) Data
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Source of OMS data - WELFRE through May 2011 and MIHMS June 2011 and thereafter; Source of OFI data - Report ID RE-PMO001A. These two sources count MaineCare
caseload differently but have tracked consistently with the exception of the problems with the initial switchover to the MIHMS data source (June to December 2011).

MaineCare Table 2. MaineCare Caseload - Transitional Assistance Impact

Feb-13
Mar-13
Apr-13
May-13
Jun-13
Jul-13
Aug-13
Sep-13
Oct-13
Nov-13
Dec-13
Jan-14
Feb-14
Mar-14
Apr-14
May-14
Jun-14
Jul-14
Aug-14
Sep-14
Oct-14
Nov-14
Dec-14

Net Net MaineCare
MaineCare Medicaid Caseload w/Out
Total % Caseload % Transitional Transitional %

MaineCare Monthly MSP/DEL w/out Monthly Assistance  Assistance & Monthly
Caseload Change Caseload MSP/DEL Change Caseload MSP/DEL Change

339,055 44,908 294,147 8,221 285,926
330,809 -2.4% 43,316 287,493 -2.3% 13,895 273,598 -4.3%
329,503 -0.4% 43,552 285,951 -0.5% 15,106 270,845 -1.0%
328,159 -0.4% 43,780 284,379 -0.5% 15,807 268,572 -0.8%
327,135 -0.3% 43,871 283,264 -0.4% 16,011 267,253 -0.5%
328,121 0.3% 43,817 284,304 0.4% 16,188 268,116 0.3%
324,876 -1.0% 43,888 280,988 -1.2% 16,164 264,824 -1.2%
323,547 -0.4% 43,892 279,655 -0.5% 15,628 264,027 -0.3%
322,998 -0.2% 43,933 279,065 -0.2% 15,430 263,635 -0.1%
321,236 -0.5% 43,993 277,243 -0.7% 15,236 262,007 -0.6%
319,288 -0.6% 44,111 275,177 -0.7% 15,414 259,763 -0.9%
311,216 -2.5% 43,292 267,924 -2.6% 30,264 237,660 -8.5%
310,504 -0.2% 43,077 267,427 -0.2% 34,596 232,831 -2.0%
309,539 -0.3% 42,986 266,553 -0.3% 30,362 236,191 1.4%
308,068 -0.5% 42,874 265,194 -0.5% 27,359 237,835 0.7%
307,599 -0.2% 42,815 264,784 -0.2% 24,890 239,894 0.9%
306,280 -0.4% 42,690 263,590 -0.5% 23,045 240,545 0.3%
303,519 -0.9% 42,439 261,080 -1.0% 19,402 241,678 0.5%
301,894 -0.5% 42,372 259,522 -0.6% 17,625 241,897 0.1%
300,432 -0.5% 42,200 258,232 -0.5% 16,298 241,934 0.0%
293,863 -2.2% 37,228 256,635 -0.6% 14,677 241,958 0.0%
291,784 -0.7% 37,121 254,663 -0.8% 13,674 240,989 -0.4%
290,218 -0.5% 36,879 253,339 -0.5% 12,718 240,621 -0.2%

Source: DHHS-OMS Monthly Caseload Reports
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