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From:     Ellen J. Schneiter, Acting Commissioner




 Department of Administrative and Financial Services
Subject:
 Fiscal Environment
 Our fiscal environment, while showing early signs of some improvement, continues to challenge us. It is important to bear in mind that although we finished fiscal year 2010 with a slight surplus, the revenue forecast against which the excess revenues are compared has been adjusted downward to significantly low levels. Recovery must be judged against a forecast that now appears to be doing a relatively good job at accurately reflecting trends in our economy.  

The need and demand for State services continue to rise as a result of the faltering economy and we have a statutory obligation to fund the State share of local education costs. We also have a Constitutional obligation to pay down the unfunded actuarial liability for our retirement plans. Simultaneously, the price of fuel, utilities and other commodities we purchase continue to increase. Compounding the situation is the phasing out of ARRA funds that have provided the State with substantial levels of assistance over the past two years. At this point in time, we project a structural General Fund budget gap of approximately $1.2 billion for the 2010-2013 biennium; we anticipate a substantial Highway Fund budget gap, as well. 

            Over the course of the past seven years, we have implemented important new reforms for the efficient organization and delivery of K-12 education; we have implemented a new partnership for the more efficient and effective correctional services with Maine county government; we have made important investments that will benefit the future of Maine’s infrastructure and natural resources – including our young people; and we have improved the efficient delivery of government services. All of these have been accomplished against a backdrop of a fiscal environment that is the worst as it has been since the Great Depression, which is a great testament to your hard work and ability to look for opportunities in challenge. It is this fiscal outlook that will guide the budget development and review process for the 2012-2013 biennium.

            As we approach November and the election of a new Governor, it is the job of our Administration to gather the best ideas from each of you to lay out options for reaching a balanced budget for the coming biennium. While we will not be submitting the next biennial budget, we will be working with the new Governor’s transition team to assist them in developing budget recommendations that reflect the continued fiscal constraints facing state government.  This period of transition will in and of itself pose challenges, but we are striving to ensure that the process is smooth and effective. Most of all, we are focused on ensuring that we leave things in as good a shape as possible for the next Administration, as that will benefit all the people of Maine. 
EJS/djl
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