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To the People of the Commonwealth of Pennsylvania:

When you elected me two years ago, you came together behind a common vision for Pennsylvania’s
future. Since then, I've traveled all across our Commonwealth and I've stayed focused on a few
commonsense Pennsylvania principles: creating good schools for our kids, building safer communities,
opening up the doors of economic opportunity, and protecting Pennsylvanians’ fundamental rights and
freedoms. Every day, my Administration pursues those goals with three letters in mind — G-S-D — we
get stuff done and deliver results for the people of Pennsylvania.

In my first two budgets, we’ve brought Democrats and Republicans together to secure critical
investments in commonsense initiatives that benefit all Pennsylvanians — from historic investments in
K-12 education to ensure students, teachers, and staff have the resources and the safe, healthy learning
spaces they need to succeed; to expanding and increasing property tax relief for seniors; to
implementing targeted strategies that make Pennsylvania more competitive and help businesses thrive;
to investing in law enforcement and making our communities safer.

As a result of those investments — which were approved by Democratic and Republican leaders in
the General Assembly — older adults in Pennsylvania received the largest targeted tax cut in two
decades, more entrepreneurs are starting new businesses and more major companies are moving their
operations here, more kids are eating breakfast before school, more bridges are being repaired and
more roads are being paved, and Pennsylvania is now one of the best states in the nation to raise a
family. Thanks to our hard work, Pennsylvania is on the rise.

But | know our collective work is far from over. That's why my proposed budget for fiscal year
2025-26 directly builds on the work we’ve done over the last two years. It continues the bipartisan,
agreed-to schedule of investments in our public schools. It helps create safer, healthier schools through
continued investments in physical upgrades and mental health supports. It also provides for increased
rates in pre-k and early intervention programs to ensure our children have the supports they need at the
most critical stages of development.

This budget builds on the progress made during last year’s budget in support of the Blueprint for
Higher Education, making competitive funding available to our State-Related Universities to incentivize
them to return results that benefit all Pennsylvanians. It provides funding to our public universities and
community colleges and directs new investments into workforce development to create more paths to
opportunity.

My proposal doubles down on the Commonwealth’s first economic development strategy in nearly
20 years, with a key focus on innovation in a variety of sectors, including agriculture, life sciences, and
our prospective entrepreneurs. This budget continues to cut taxes streamlining, simplifying, and
modernizing our corporate tax structure to reduce the burden and level the playing field. It injects nearly
$300 million per year to our public transportation agencies, to ensure people can get to and from where
they need to go safely and efficiently. And it ensures that our childcare facilities have the staff they need
to operate, allowing more individuals to enter — and stay in — the workforce with assurances their children
are in good hands throughout the day.
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My budget invests in public safety and our first responders, providing critical resources to the paid
and volunteer firefighters that risk their lives to keep our communities safe. This budget provides funds
to recruit more troopers to protect our communities, expands resources to data-driven gun violence and
crime reduction programs that have proven effective, and ensures efficient operations and safety of our
corrections staff and inmates at correctional institutions.

The 2025-26 budget focuses on supporting our hospitals, protecting access to Medical Assistance
even as costs of care are increasing, providing for initiatives to assist in recruiting and retaining critical
health care staff, investing in medical support services for those re-entering society, and increasing
supports to our elderly population so that they can remain in their homes. And this proposal provides
investments into behavioral and mental health services to always be there when someone most
desperately needs a resource.

Finally, this budget tackles one of the biggest challenges | hear about from hardworking
Pennsylvanians: the high costs of childcare, housing, and energy. In my first two years, we’ve passed
historic tax cuts to help families afford childcare and seniors stay in their homes. This budget prepares
for the recommendations anticipated from the forthcoming Housing Action Plan, making Pennsylvania
more affordable and more attractive for homeowners and renters alike. It would provide funds to help
folks restore and stay in their homes, while also providing critical resources to assist first time
homebuyers to make that life changing purchase, implement reforms related to eviction record sealing,
and provide assistance to municipalities in enforcing codes and local zoning best practices. This budget
includes meaningful investments in our childcare workforce to expand opportunities for children and
families — and it is paired with a significant energy plan focused on expanding affordable, reliable, and
clean power all across Pennsylvania.

As part of this commonsense vision, this budget proposes two new revenue sources, from the
legalization of adult use cannabis and the regulation of games of skill, both of which will help
Pennsylvania remain competitive with our neighbors while providing regulated markets that increase
certainty and accountability across the Commonwealth.

We’ve made real progress over my first two years as your Governor — and that work is showing real
results. We need to continue that progress by working together in support of commonsense
Pennsylvania principles. We can do all of this and maintain fiscal stability, planning for the future and
retaining $6.4 billion in the Rainy Day Fund by the end of June 2026. Recognizing that the only way we
move forward and progress as a Commonwealth is together, | am calling on the General Assembly to
work with me in enacting these commonsense initiatives laid out in this Executive Budget proposal.

Sincerely,

FINE

Governor Josh Shapiro
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Overview of Sections within the Budget

Preface

Includes the Governor’s Letter, Distinguished Budget Presentation Award, an overview of sections within the budget, and
the table of contents.

Reader’s Guide

Provides an explanation of the budget process, program budget structure, and the basis of budgeting and accounting, and
summarizes significant financial policies and lists terms used in the budget.

A. Overview and Summaries

Provides summary information regarding program policy direction and budget themes. It discusses the economic outlook,
major operating funds, and overall complement and summarizes the budget for major Commonwealth funds including the
General Fund, Motor License Fund, Lottery Fund, and Budget Stabilization Reserve (Rainy Day) Fund.

B. Program Budget Summary

Provides a summary of the budget by major revenue source and information for each major program by component
categories and subcategories (subdivisions of programs).

C. Summary by Fund

Provides a summary for the General Fund and Special Funds, including detailed data on revenues and a summary of
expenditures for each fund. Detailed expenditure and program information is found within Section E: Department
Presentations.

D. Tax Expenditures

Provides information regarding tax expenditures for the General Fund, Motor License Fund, and selected other funds.
These are tax credits, deductions, exceptions, and exclusions provided in law which result in a significant reduction in
revenues that would otherwise be received at current tax rates.

E. Department Presentations

Provides detailed expenditure information by agency, program, and funding source. Each department presentation includes
a Summary by Fund and Appropriation, Program Funding Summary, information on major programs, appropriation funding
details, and Program Measures.

F. Capital Budget

Provides detailed information by agency regarding proposed capital budget projects. In addition, lists proposed funding
sources and amounts needed to support the capital program for the next five years.

G. Public Debt

Provides data on the debt obligations of the Commonwealth used to fund capital programs, voter-approved bond
referendums, and certain disaster relief programs.

H. Other Special Funds

Provides a brief description and financial data for all Commonwealth funds not given an expanded treatment in other
sections of the budget.

. Complement

Provides a summary by department of salaried complement on a full-time equivalent (FTE) basis. It also provides a brief
description by agency and appropriation of the complement changes recommended in the budget.

J. Statistical Data

Provides historical data for various Pennsylvania economic indicators.
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READER’S GUIDE

This section of the budget is intended to assist readers with interpreting and
understanding the content of the Governor’s recommended budget.

It contains an organization chart of the Commonwealth, descriptions of the
operating and capital budget processes, explanations of the program budget
structure and the basis of budgeting and accounting, a summary of significant
financial policies, terms used in the budget process, and a list of common federal
funds abbreviations.

The government of the Commonwealth is comprised of three separate branches:
the Executive Branch, the Legislative Branch, and the Judicial Branch. The
organization chart shown on the following page provides additional information
about the structure of Pennsylvania State Government.

To view the Governor’s Executive Budget online or learn more about the Pennsylvania
Office of the Budget, go to www.pa.gov/agencies/budget.html. To learn more about the
Commonwealth of Pennsylvania, go to www.pa.gov.
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Reader’s Guide

Commonwealth of Pennsylvania

Organization Chart

Pennsylvanians

Legislative Branch Executive Branch Judicial Branch
I—l—I I
I I [ |
Senat House of Supreme Superior Commonwealth Other
Eaaie Representatives Court Court Court Courts
[ I
Auditor General GOVERNOR State Treasurer Attorney General
[ I
Office of Office of Office of
s Departments
General Counsel Administration the Budget
I Aging — Education — Insurance
— Agriculture — Emergency Management — Labor and Industry
— Banking and Securities — Environmental Protection Military and
Veterans Affairs
Community and Economic — General Services 3
Development evenue
Conservation and Health — State
B Natural Resources
L Human Services )
. — State Police
T Corrections
L_—{  Drug and Alcohol Programs — Transportation
AGENCIES BOARDS COMMISSIONS
Higher Education Assistance Claims Civil Service
Interstate Agencies Environmental Hearing Crime and Delinquency
Finance and Revenue Ethics
AUTHORITIES Gaming Control Fish and Boat
] ] Liquor Control Game
Automobile Theft Prevention Milk Harness Racing
Broadband Development Municipal Retirement Historical and Museum
Commonwealth Financing Pardons Horse Racing
Economic Development Financing Parole Human Relations
Energy Development Public School Employees’ Retirement Juvenile Court Judges
Health Insurance Exchange State Employees’ Retirement Public Utility
Higher Education Facilities Tax Equalization Turnpike
Industrial Development
Infrastructure Investment
Insurance Fraud Prevention
Minority Business Development
Patient Safety
Public School Building
Rural Health Redesign Center
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Reader’s Guide

The Budget Process

The Pennsylvania Constitution requires that the Governor submit a budget annually to be adopted by the General Assembly
for the ensuing fiscal year. The General Assembly may add, change, or delete any items in the budget proposed by the
Governor, but the Governor retains veto power over the individual appropriations passed by the General Assembly. The
Governor may also reduce individual appropriations but may not increase them. A gubernatorial veto can be overridden
only by a two-thirds majority of each chamber of the General Assembly.

The Governor’'s Executive Budget is developed with a focus on the results of government programs and provides information
about program goals, objectives, accomplishments, and impacts.

The Governor’'s Executive Budget is a statement of the Commonwealth’s program plan, the resources necessary to support
that plan, a description of how resources are to be used, and an assessment of the effectiveness of programs on people
and the environment. This information is presented so that the levels of expenditure are associated with levels of
government services and, ultimately, with the resulting effects on important public policy issues and concerns faced by the
Commonwealth.

PHASES OF THE BUDGET PROCESS

The state budget process can be divided into four phases: gubernatorial preparation and submission to the General
Assembly, approval (involving the executive and legislative branches), execution, and program performance evaluation and
financial audit.

Preparation

The preparation phase of the budget process begins nearly twelve months prior to the July 1 start of that fiscal year. The
first step of the preparation phase is the distribution of the budget instructions by the Office of the Budget and program
policy guidance by the Governor's Policy Office. The program policy guidance defines major policy issues, spells out
priorities, and provides policy direction to the agencies for budget preparation.

Agency budget requests are submitted to the Office of the Budget beginning in early October. Agencies prepare and submit
their requests electronically. The Agency Program Plan, the programmatic presentation of agency budget requests, and the
appropriation-level information are prepared and submitted in the format and manner specified in budget instructions issued
annually by the Office of the Budget.

During December, the Governor apprises legislative leaders of anticipated spending and revenue levels and major fiscal
issues expected to be addressed in the upcoming budget.

The Secretary of the Budget and Office of the Budget staff review agency budget requests for accuracy and adherence to
the policy guidance. The Agency Program Plan and appropriation data are used by the Office of the Budget to analyze the
agency requests and prepare funding recommendations for the Secretary of the Budget and the Governor. Total agency
requests must be brought into balance with total funds estimated to be available from existing sources and any new revenue
sources that are recommended. The Secretary of the Budget makes recommendations to the Governor on the expenditure
proposals contained in each agency budget request and, along with the Secretary of Revenue, provides revenue estimates.
The Governor reviews these recommendations and makes final budget decisions. The Governor's Executive Budget
document is then completed and submitted to a joint session of the General Assembly by the Governor through the budget
address. In some instances, the data tables presented in the Governor’s Executive Budget may not add to totals due to
rounding.

Approval

Shortly after receiving the Governor’s Executive Budget, the Appropriations Committees of the House of Representatives
and Senate hold public hearings to review agency budget proposals. The appropriations hearings provide the legislators
with an opportunity to review the specific programmatic, financial, and policy aspects of each agency’s programs. The
legislators’ decisions on the budget are reflected in the annual General Appropriation Bill and individual appropriation bills.
The General Appropriation Bill contains appropriations for the executive, legislative, and judicial departments, public
schools, and for public debt. All other appropriations are made individually by separate bills.
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Budget Cycle in Pennsylvania
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Appropriations made to institutions not under the absolute control of the Commonwealth are considered nonpreferred
appropriations and require a two-thirds vote of each chamber of the General Assembly for passage. The passage of the
General Appropriation Bill and other appropriation bills by the General Assembly and the passage of any revenue measures
which may be required to ensure a balanced budget constitute the legislative approval phase of the budget process.

At the time that the General Appropriation Bill and other appropriation bills are presented to the Governor for approval, the
official revenue estimates for the budget year are established by the Governor. If the appropriations passed by the
Legislature exceed the revenue estimates plus any available surplus, the Governor has the authority and duty either to veto
entire appropriation bills or to reduce the amount of appropriations in order to produce a budget that is in balance with total
resources available. The Governor also has the power to reduce or item veto any appropriation he thinks excessive or
unnecessary, even if the total appropriations passed by the legislators do not exceed estimated resources available. A
Governor’s item veto may be overridden by a two-thirds vote of each chamber of the General Assembly.

The signing of the appropriations bills and any revenue bills by the Governor is the last step in the approval stage of the
budget process.

On occasion, additional appropriations are made subsequent to the enactment of the General Appropriation Act. These
additional appropriations are made for a purpose for which either no appropriation was originally made or where the General
Assembly deems it desirable or necessary that an original appropriation be adjusted in the current fiscal year period. These
appropriations are made in supplemental appropriation bills that are passed in the same manner as regular appropriation
bills.

Execution

The Office of the Budget has the authority to request and approve agency spending plans, commonly referred to as
rebudgets, and to establish authorized levels for an agency’s full-time equivalent (FTE) salaried complement, i.e., personnel.
The rebudgets are based primarily on the enacted appropriations. The Office of the Budget electronically enters allocation
amounts into the accounting system based upon the approved rebudget. Program managers and administrators are
responsible for operating their programs within the resources that are available and for producing the results cited in the
budget.

Audit

The last phase of the budget cycle, which occurs after the close of the fiscal year, encompasses audit and review of program
and financial performance. The Office of the Budget informally reviews program and financial performance and performs
formal evaluations of selected programs. In addition, the Auditor General performs a financial post audit.
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The Capital Budget Process

Preparation, Submission, and Approval

The capital budget process in Pennsylvania is similar to the process used for the operating budget. The capital budget
process has the following phases: preparation and submission to the General Assembly, approval (involving both the
executive and legislative branches), and capital budget execution.

The preparation phase follows the operating budget preparation cycle for a fiscal year beginning July 1. When agencies
submit operating budget requests to the Secretary of the Budget beginning in early October, agencies also submit a capital
budget request itemizing proposed capital projects they want to undertake. The Office of the Budget reviews capital requests
and develops recommendations based on the Governor’s financial parameters and policies.

The Governor makes final decisions on the capital budget at the same time as the operating budget. The Governor’s final
recommendations are contained in a separate capital budget section in the Governor’s Executive Budget submitted to the
General Assembly.

The Governor’s capital project recommendations, along with any additions or deletions made by the General Assembly, are
contained in a separate bill usually known as the Capital Budget Project Itemization Act. This bill, along with the Capital
Budget Act which contains the maximum debt limitations for the next fiscal year beginning July 1, must be passed by both
chambers of the General Assembly and presented to the Governor for signature.

The Governor reviews the projects contained in the Capital Budget Project ltemization Act taking into consideration his
priorities, the importance of the project, and the impact the project will have on agency operating budgets. The Governor
may approve the bill as is or item veto parts or all of the amounts contained in the bill. Any item veto may be overridden by
a two-thirds vote of each chamber of the General Assembly. The Governor's approval of the Capital Budget Project
Itemization Act is the final stage of the capital budget approval process.

Each year, even if a capital budget project itemization bill is not passed, a Capital Budget Bill - legislation establishing
limitations on the debt to be incurred for capital projects - is proposed. If passed by the Legislature and signed into law by
the Governor, the act establishes a debt ceiling for each major category of the capital program and remains in force for a
single fiscal year.

Capital Project Activation

In order for a capital project approved in an enacted project itemization act to move forward, the Department of General
Services must request that it be activated. All project activation requests are reviewed by the Office of the Budget for
consistency with the Governor’s priorities and policies. Projects approved by the Office of the Budget are scheduled for
release, first for design, and then when design is complete, for construction. Project releases are made in accordance with
certain fiscal guidelines in order to keep the entire capital budget at affordable levels each fiscal year.

Debt Financing vs. Current Revenue Financing

A capital project can be funded by Commonwealth debt obligations, current revenues, or funds received from other
jurisdictions if it meets one of the project category criteria listed in the Capital Budget Program Summary. Most capital
projects are funded through general obligation bonds, however, highway capital projects are funded from current revenues
of the Motor License Fund or through highway bonds. Agencies request either bond funding, current revenue funding, or a
combination of both when they submit capital project requests. The statements in Section F summarize proposed new
project itemizations by capital program category, department, and funding sources. The capital projects for each department
are listed for both bond-funded and current revenue projects.
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The Commonwealth’s Program Budget Structure
COMMONWEALTH PROGRAM PLAN

The budget presentation for each Commonwealth department or agency is shown on a program basis and on an
appropriation basis. Section B: Program Budget Summary provides a summary presentation by Commonwealth program
and shows program costs according to eight major Commonwealth program classifications. These eight Commonwealth
Programs are each defined in terms of broadly stated goals of state government.

The first Commonwealth program, Direction and Supportive Services, includes the resources to support administrative
functions that affect the overall operations of the Commonwealth. The next six Commonwealth programs are substantive in
nature and deal with costs related to their program titles: =TT
Protection of Persons and Property; Education; Health and
Human Services; Economic Development; Transportation; and
Recreation and Cultural Enrichment. The last Commonwealth
program, Debt Service, includes the resources to meet the | « Program Category — defined by desired goals
timely payment of Commonwealth debt obligations. Debt
Service is shown as a separate Commonwealth program and is |  Program Subcategory — Program Presentation that

not merged with program expenditures so that direct program includes an objective, narrative, and funding
expenditures may be more clearly identified.

o Commonwealth Program — eight major programs

e Program Element — activities contributing toward the
accomplishment of the subcategory program objective

Each of the eight major Commonwealth programs is subdivided
into program categories defined by more specific goals. Program categories are further broken down into program
subcategories (more commonly referred to as program presentations in the budget book). The program presentations
include program objectives, narratives, and funding recommendations. Program narratives are further broken down into
program elements — the basic unit of the program budget structure. Program elements are the activities that contribute to
the accomplishment of the program objective of the program presentation.

Department Presentations

Each agency presented in Section E of this budget book includes a Mission Statement, an Organization Overview, a
Summary by Fund and Appropriation, a Program Funding Summary, and a program subcategory Program Presentation.

Mission Statement
The mission statement is included on the title page of the department or agency presentation and describes what the agency
does or intends to accomplish and why.

Summary by Fund and Appropriation

The Summary by Fund and Appropriation (SFA) presentation is organized by fund, character of expenditure, state
appropriation, and the federal funds, augmentations, and restricted funds that supplement the activities funded by each
state appropriation. Three fiscal years are shown on this presentation — the budget year and two prior fiscal years. The most
immediate prior fiscal year is named the “available year” and the second most immediate prior fiscal year is named the
“actual year.”

State funds included in the SFA presentation are the: General Fund, Motor License Fund, Lottery Fund, and all
appropriations or executive authorizations made from these funds. Section C presents financial statements and revenue
detail for each of these state funds.

Federal fund amounts shown on the SFA include appropriations to date as well as anticipated adjustments because of
increases or decreases in the amount of funds to be received. Because of the manner in which they are appropriated,
federal funds are deposited as General Fund revenues rather than as augmentations. Federal funds are not, however,
included in the revenue sections of the budget. Instead, federal funds are shown with the state funds they supplement.
Abbreviations or acronyms often are used in the federal appropriation titles shown on the SFA. The Federal Funds
Identification section in this Reader’s Guide lists common federal fund abbreviations.

The SFA example pages immediately following this section explain the layout of the SFA and provide more detail on the
items discussed here.
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Program Funding Summary

The agency Program Funding Summary presents general, special, federal, and other funding organized by the program
subcategory Program Presentations of the Commonwealth’s program budget structure rather than by appropriation. The
summary is a seven-year presentation — including the actual, available, and budget years previously discussed, plus four
additional planning years beyond the budget year. The four planning years do not show cost projections based on desired
progress toward meeting goals, but rather show the future cost consequences of current program policy including the cost
of any current legislatively mandated increases that may be effective in a future year. All departmental program funding
summaries are shown aggregated in Section B according to the eight major Commonwealth Programs and their identified
Program Categories. Each departmental subcategory shown in its Program Funding Summary is included in one and only
one of the eight major Commonwealth Programs and in one of the Program Categories.

Program Presentation
Each program subcategory Program Presentation includes a program goal that states the program’s purpose in terms of
desired accomplishments, a narrative describing program activities and services, program recommendations that identify

increases or decreases over available year funding, and a list of o T
state appropriations that support the activities within the program.
e Program Goal — program purpose stated as desired
An agency may have one or more Program Presentations, accomplishments

depending on the breadth and complexity of its mission, activities,
goals, and objectives. The reader can quickly see program
presentation titles in the Table of Contents which lists every |e Program Recommendations — proposed funding

o Narrative — program activities and services description

Program Presentation for every agency. Each Program increases or decreases
Presentation begins with and is defined by one program goal. |. Appropriations within this Program — appropriations
Program narratives describe program activities, services, and supporting program activities

expected outcomes and may be further broken down by program

element narratives which focus on specific program activities. * Program Measures — activities funded by the program

The Program Recommendations section lists and briefly describes each funding increase or decrease for each state
appropriation. Major funding changes are identified as Initiatives which often are more fully discussed in Section A: Overview
and Summaries section.

The Appropriations within this Program section is a seven-year presentation of the state appropriations included in the
Program Presentation. As noted in the previous planning year discussion, the four planning years do not show cost
projections based on desired progress toward meeting goals, but rather show the future cost consequences of current
program policy including the cost of any current legislatively mandated increases that may be effective in a future year.
Each state appropriation appears in only one agency Program Presentation.

Within the Commonwealth’s program budget structure, performance measures are used to quantify program activities and
results. Program Measures is the last section in the Program Presentation and is a seven-year presentation of performance
measures that identify program activities and outcomes in addition to the impact the proposed budget is expected to have
on those activities and outcomes.

The Program Presentation example pages immediately following the Summary by Fund and Appropriation example pages
in this section explain the layout of the Program Presentation and provide more detail on the items discussed here. The
reader is also referred to the Terms Used in the Budget Process section of this Reader’s Guide for the definitions of the
terms discussed in this section.

OTHER SPECIAL FUNDS

Section H: Other Special Funds provides brief descriptions and financial data for those special funds of the Commonwealth
not given an expanded treatment in other sections of this document.
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The Summary by Fund and Appropriation

A summary by fund and appropriation (SFA) is shown at the beginning of each agency presentation in Section E. The SFA
identifies all state appropriations within the agency and those federal funds, augmentations, restricted accounts, and other
funds which supplement the activities within the respective state appropriation.

(1) Commonwealth Fund — The fund into which revenues are deposited and from which monies are appropriated or
executively authorized to pay expenses.

(2) Character of Expenditure — A classification of an expenditure symbol according to its general purpose. Characters of
expenditure include general government, institutional, grants and subsidies, capital improvements, and debt service.

(3) Expenditure Symbol Title — Identifies an appropriation by the General Assembly or an executive authorization (EA)
by the Governor to spend state monies.

(4) "(F)" Identifies a federal appropriation by the General Assembly or an executive authorization by the Governor to spend
federal monies.

(5) "(A)" Identifies other monies which augment a state appropriation.

(6) "(R)" Identifies funds which are in a restricted account and may only be spent for limited purposes related to the state
appropriation.

(7) Identifies one of a group of special funds which are presented fully in Section C: Summary by Fund. For purposes of
this presentation, state funds include the General, Motor License, and Lottery funds.

(8) Identifies one of a group of special funds which are presented on a limited basis in Section H: Other Special Funds.
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Environmental Protection

Summary by Fund and Appropriation

(1)
(2)
(3)
(4)
(5)
(6)

(7)

(8)

GENERAL FUND:
General Government:
General Government Operations .......cccccccvreeerecserssssersssssessssneessssessssnes
(F)COVID-SFR Transfer to Clean Streams Fund
(A)Water Pollution Control Administration..............cccccceeeeiiiiiiiiee e,

(R)Electronics Material Recycling Account

SUBLOLAL. ... e

Vector Borne Disease Management............ccccceiriinrinninnssssssssnsssssessnssnns

(F)Zika Vector Control Response (EA)

(A)Tick and Lyme Testing

SUDOtAL ..ot

Environmental Hearing Board.............cccceiiiriiecmeinn e

STATE FUNDS

FEDERAL FUNDS ...ttt et

AUGMENTATIONS

RESTRICTED ...ttt ettt

GENERAL FUND TOTAL ....ooouiiirteressessesssessssses s sssssssssssssssssssssssssssssssssssssnss
MOTOR LICENSE FUND:
General Government:

Weights and Measures Administration ..........ccccceeeeeecrerinnnccccceecnnsesceeees
Grants and Subsidies:

Dirt, Gravel, and Low Volume Roads..........ccccerrrrrrirrirnrrinnsnssssssssssssssssens
MOTOR LICENSE FUND TOTAL......coiiiieieiereeeessee s ee s sssssseeseme s e e ssnssemssssneeas
OTHER FUNDS:

UNCONVENTIONAL GAS WELL FUND:
Transfer to Well Plugging Account (EA).......c.ccoiiiiiiiiiiniiiiceeeneeneee
UNDERGROUND STORAGE TANK INDEMNIFICATION FUND:
Environmental Cleanup Program (EA).......ccccceviieiiie e
Pollution Prevention Program (EA) .........ccoooieeiiiieeiee e
UNDERGROUND STORAGE TANK INDEMNIFICATION FUND TOTAL ......
DEPARTMENT TOTAL - ALL FUNDS ......ooiiiiiiie et

GENERAL FUND ...ttt e et

MOTOR LICENSE FUND ......couiiiiieiiieiieesiesie ettt sree e

LOTTERY FUND

FEDERAL FUNDS ..ottt

AUGMENTATIONS

RESTRICTED ... .ttt sttt s nbe e e

OTHER FUNDS ...ttt saee e

TOTAL ALL FUNDS ...t e e sms s e s s e s

(Dollar Amounts in Thousands)

20XX-XX 20XX-XX 20XX-XX
ACTUAL AVAILABLE BUDGET
$ 15,095 $ 16,759 $ 19,929
220,000 - -
292 653 703

460 330 509

$ 235847 $ 17,742 $ 21,141
5,609 5,880 5,880

37 100 100

603 740 700

$ 6,249 $ 6,720 $ 6,680
2,554 2,593 2,728

$ 23,258 $ 25,232 $ 28,537
220,037 100 100
895 1,393 1,403

460 330 509

$ 244,650 $ 27,055 $ 30,549
$ 5,817 $ 5,817 $ 5,817
$ 28,000 $ 28,000 $ 28,000
$ 33,817 $ 33,817 $ 33,817
$ 6,000 $ 6,000 $ 6,000
$ 3,479 $ 4,244 $ 4,306
100 100 100

$ 3,579 $ 4,344 $ 4,406
$ 23,258 $ 25,232 $ 28,537
33,817 33,817 33,817
220,037 100 100
895 1,393 1,403

460 330 509

9,579 10,344 10,406

$ 288,046 $ 71,216 $ 74,772
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Program Presentation

Each Program Presentation provides a written and financial explanation of the activities of the program. Recommendations
for the continuation of current programs at essentially current levels of commitment are shown within department program
subcategories. Recommendations for major program changes are identified as department Program Revision Requests
(PRRs) or Initiatives which provide explanations and justification for the change.

(1) Identifies the agency being presented.

(2) Program — Focuses upon objectives which can be measured in terms of quantifiable impact.

(3) Narrative — Describes program services and activities.

(4) Underlined text indicates a hyperlink contained in the online version of the Governor's Executive Budget. These links

connect to additional programmatic information contained on agency websites or other web locations. Please refer to
the online document found at www.pa.gov/agencies/budget.html.

(5) Program Element — Used within a program narrative to identify sub-program components.

(6) Program Recommendations — Identifies the increases or decreases over the available year funds as presented in
the Summary by Fund and Appropriation.

(7) Expenditure Symbol Title — Identifies a specific appropriation.
(8) Initiative — Identifies a major program change and is explained in more depth in a presentation following the program.

ppropriations within this Program — Identifies all state appropriations which support the activities within the
9) A iati ithin this P Identifi Il stat iati hich t th tiviti ithin th
program. Each appropriation appears in only one agency program.

(10) Program Measures — Indicates the expected impact of the proposed budget on services, costs, etc., involved in all
programs within the entire agency.
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(1)

Environmental Protection

(2) Program: Environmental Support Services

Goal: To provide administrative and technical support for the Commonwealth’s environmental protection
programs.

(3)
(4)

()

(6)

(7)

(8)

(9)

This program provides for the administrative and technical systems that direct and support the Department of

Environmental Protection’s (DEP) programs. It includes the executive and administrative offices, the Office of Chief
Counsel, information and data processing systems, and the Citizens Advisory Council.

Managing Land Protection Activities

DEP encourages waste reduction, promotes recycling and reuse of waste products, and protects the public by
providing for safe transportation, processing, and disposal of municipal waste, and hazardous waste. The department
also protects land resources by regulating above-ground and underground tanks that store petroleum and other
hazardous substances.

Program Recommendations:

This budget recommends the following changes: (Dollar Amounts in Thousands)

General Government Operations Environmental Hearing Board
$ 213 —to continue current program. $ 36 —to replace nonrecurring benefits cost reduction.
621 —to meet federal infrastructure matching requirements. 99 —to continue current program.
2,336 —Initiative—to provide state match requirements for $ 135 Appropriation Increase

federal infrastructure funding.

$ 3,170 Appropriation Increase

Appropriations within this Program:
(Dollar Amounts in Thousands)

20XX-XX 20XX-XX 20XX-XX 20XX-XX 20XX-XX 20XX-XX 20XX-XX
Actual Available Budget Estimated Estimated Estimated Estimated
GENERAL FUND:
General Government
Operations.........cccceeeeeeeeneeenn. $ 15,095 $ 16,759 $ 19,929 $ 19,929 $ 19,929 $ 19,929 $ 19,929
Vector Borne Disease
Management ..........ccccceeeuernnne. 5,609 5,880 5,880 5,880 5,880 5,880 5,880
Environmental Hearing Board 2,554 2,593 2,728 2,728 2,728 2,728 2,728
TOTAL GENERAL FUND....... $ 23,258 $ 25,232 $ 28,537 $ 28,537 $ 28,537 $ 28,537 $ 28,537

(10) Program Measures:

20XX-XX 20XX-XX 20XX-XX 20XX-XX 20XX-XX 20XX-XX 20XX-XX

Actual Actual Actual Actual Actual Estimated Estimated

Meet or exceed Permit Decision Guarantee timeframes. Close 100% of new permit applications within their designed time frames by
December 31, 20XX.
Percentage of permits processed on

time (active in Permit Decision %

[CTTE=T=To1CT-) [N 90 90 94 94 94 96 98
Total Authorizations Received........... 43,576 43,786 41,676 38,920 39,800 40,596 41,408
L. /|

GOVERNOR'S EXECUTIVE BUDGET 20XX-20XX
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Basis of Budgeting and
Basis of Accounting for Financial Reporting

Basis of Budgeting for Control and Compliance — Modified Cash Basis

The Commonwealth’s budgets are prepared on a modified cash basis that is used to establish and ensure compliance with
enacted budgets according to applicable Commonwealth statutes and administrative procedures. For each Commonwealth
operating fund, the total amount appropriated by the General Assembly for a fiscal year may not exceed the fiscal year’s
estimated revenues available for appropriation, as developed by the Governor, plus the unappropriated surplus fund balance
(or less a deficit) of the preceding fiscal year, except for constitutionally authorized debt service payments.

With a modified cash basis of budgeting, tax receipts, nontax receipts, augmentations, and all other receipts are recognized
when posted to the Commonwealth’s accounting system. Expenditures are recorded at the time payment requisitions and
invoices are posted to the Commonwealth’s accounting system. Expenditures include appropriated amounts reserved for
payment of contracts for the future delivery of goods and services to the Commonwealth through an encumbrance process.
Also, appropriated funds are retained at fiscal year-end to pay direct expenditures such as salaries, wages, travel, and utility
costs payable against a fiscal year’s appropriation authority but expended in the subsequent fiscal year.

Budgetary control is exercised at the appropriation level (legislative spending authority level). Encumbrances and
expenditures cannot exceed appropriated amounts. Appropriation transfers between departments and any supplemental
appropriations require both executive and legislative branch approval. Uncommitted and unexpended appropriations return
to the fund balance (lapse) at fiscal year-end and become available for appropriation in the subsequent fiscal year. Over-
estimates of amounts required to meet current year obligations are lapsed in the subsequent year and under-estimates are
paid from subsequent year appropriations.

Budgets are statutorily adopted each fiscal year for the General Fund and other select special revenue funds. However, not
all special revenue funds are controlled by statutorily adopted budgets. Controls over spending in such special revenue
funds are maintained by use of spending limits (executive authorizations) established by the Governor, within parameters
established by the General Assembly.

The Commonwealth also makes appropriations to authorize expenditures for various capital projects. Capital project
appropriations normally remain in effect until the completion of each project unless modified or rescinded.

Basis of Accounting for Financial Reporting — GAAP Modified Accrual Basis

In addition to the budgetary basis financial information maintained by the Commonwealth to monitor and enforce budgetary
control, special account balances, principally receivable and payable items, are maintained to provide and report information
in conformity with generally accepted accounting principles (GAAP) applicable to state and local governments. GAAP
requires a modified accrual basis of accounting for governmental fund types. With modified accrual basis accounting,
revenues are recognized when they become both measurable and available to finance expenditures. Expenditures are
generally recognized and recorded when a liability to make a payment is incurred, regardless of when the cash disbursement
is to be made. For proprietary and fiduciary fund types, GAAP requires a full accrual basis of accounting.

Accounting Differences in GAAP Financial Reporting versus Budgetary Reporting

Revenues and expenditures reported and included in GAAP financial statements differ from those reported in the
Commonwealth’s budgeting system. Among other differences, the GAAP statements generally recognize revenues when
they become measurable and available rather than when cash is received; report expenditures when goods and services
are received and a liability incurred rather than when cash is disbursed; include government-wide statements, representing
aggregate governmental activities of the Commonwealth, along with fund statements, including individual major and
aggregate nonmajor funds grouped by GAAP fund type rather than by Commonwealth funds; and include activities of all
funds in the financial reporting entity, including agencies and authorities usually considered as independent of the
Commonwealth for budgetary accounting and reporting purposes. GAAP financial accounting generally requires sales/use,
personal income, corporation, and other tax revenue accruals as well as tax refunds payable and tax credits to be subtracted
from reported tax revenues and expenditures not covered by appropriations to be included as expenditures.
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Significant Financial Policies

A summary of significant financial management policies of the Commonwealth is presented here.

Accounting

Accounting policies are noted in the Basis of Budgeting and Basis of Accounting for Financial Reporting section immediately
preceding this section. In addition to the budgetary basis financial information maintained by the Commonwealth to monitor
and enforce budgetary control, special account balances, principally receivable and payable items, are maintained to
provide and report information in conformity with accounting principles generally accepted in the United States applicable
to governments. The Governmental Accounting Standards Board (GASB) establishes accounting and financial reporting
requirements for state and local governments.

Budget Stabilization Reserve Fund

This fund is commonly referred to as the Rainy Day Fund. Act 91 of 2002 provided for this fund effective July 1, 2002, to
eventually establish a reserve fund amounting to 6 percent of the revenues of the General Fund. For the fiscal year beginning
July 1, 2002, and in any fiscal year thereafter in which the Secretary of the Budget certifies that there is a surplus in the
General Fund, 25 percent of the surplus is to be deposited by the end of the next succeeding quarter into this fund. If, at
the end of any fiscal year, the ending balance of the Budget Stabilization Reserve Fund equals or exceeds 6 percent of the
actual General Fund revenues received for the fiscal year in which the surplus occurs, 10 percent of the surplus shall be
deposited into the fund.

Investments — Investment Pools

The Fiscal Code provides the Treasury Department with investment control over most Commonwealth funds. The Treasury
Department uses a variety of sophisticated internal investment pools that seek to provide preservation of principal, liquidity,
diversification, and income for Commonwealth funds. All participating funds report amounts invested in such pools as
temporary and/or long-term investments; the pools themselves are not financially reported.

Debt Issuances

The Pennsylvania Constitution permits debt to be issued for capital projects in approved capital budgets; purposes approved
by voter referendum and response to disasters. The constitution limits outstanding capital budget debt to 1.75 times the
average tax revenues during the previous five fiscal years. Voter approved and disaster relief debt are not subject to the
constitutional debt limit.

Additional detail on these financial policies can be found in other sections of this document including Section A: Overview
and Summaries, Section F: Capital Budget, Section G: Public Debt, and Section H: Other Special Funds.
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Terms Used in the Budget Process

Accrual: The accounting recognition of revenue or expenditures/expense amounts prior to cash receipt of revenue or cash
disbursements for expenditures/expenses. Accruals are based on the delivery of a good or completion of a service by a
specific date for which related cash receipts or disbursements have not yet occurred. Accruals are typically posted at the
end of an accounting period and are reversed during a subsequent accounting period.

Agency Program Plan: The aggregation of program and financial information projected over a five-year period that serves
as the agency input into the Commonwealth Program Plan.

Annual Comprehensive Financial Report (ACFR): A set of government financial statements that complies with
accounting requirements prescribed by the Governmental Accounting Standards Board and provides information about
the financial condition of the Commonwealth. It is prepared primarily by accounting staff in the Office of Comptroller
Operations and jointly audited by the Auditor General and independent auditors using GASB requirements.

Appropriation: Legislation requiring the Governor’s approval authorizing an agency, department, board, commission, or
institution to spend a specified amount of money for a stated purpose or purposes during a particular period of time, usually
one fiscal year.

Augmentation: Monies such as institutional billings or fees credited to a specific appropriation of state revenues. An
augmentation can usually be spent for those purposes authorized for the appropriation it augments. Although
augmentations usually are appropriated in general terms with no specific dollar limits, federal aid monies must be
appropriated specifically.

Authorized Salary Complement: A complement authorization established by the Office of the Budget based on funding
and agency justification for positions.

Balanced Budget: A budget in which proposed expenditures equal actual and estimated revenues and surplus. The
Constitution of Pennsylvania requires the Governor to submit a balanced budget and prohibits the General Assembly from
appropriating monies in excess of actual and estimated revenues and surplus.

Bond: A debt investment issued by the Commonwealth or other public agency or authority. Bonds are used to raise money
to finance new projects, maintain ongoing operations, or refinance other existing debts, and are issued for a set number of
years (often more than 10 years). At maturity, the issuer repays the principal to the investor. The investor also receives
regular interest payments from the issuer until the bond matures.

Budget: A statement of the state’s program plan, the resources necessary to support that plan, a description of how and
for what purposes the resources are to be used, and a projection of the effects of the programs on people and the
environment.

Budget Type: A term used to describe the components of various funding sources and status of the funding sources that
determine the total funds available for each Commonwealth appropriation or executive authorization. Budget Types
include:

e Appropriation or Executive Authorization — The amount provided in an enacted appropriation bill or executively
authorized and issued in approved Expenditure Symbol Notification letters.

e Augmentations — The amount made available in an approved allocation or allocation amendment to supplement an
appropriation or executive authorization from non-federal sources.

e Federal Transfers — The amount of expenditures anticipated to occur in the state appropriation or executive authorization
in the first instance and then transferred to a related federal appropriation or executive authorization.

e Non-Federal Transfers — The amount of expenditures anticipated to occur in the state appropriation or executive
authorization in the first instance, and then transferred to another state appropriation or executive authorization or other
funds source within the same or a different Commonwealth fund.

e Pending Lapse — The amount of funds from an appropriation or executive authorization that may potentially lapse. These
funds are no longer available for expenditure or commitment.

e Lapse — The amount of funds from the appropriation or executive authorization for which a lapse has been processed and
approved. These funds are no longer available for expenditure or commitment.

e Federal Expiration — The amount of lapse of appropriation or executive authorization authority from a federal
appropriation or executive authorization.

e Budget Carry Forward — The amount of prior year available funds that have carried forward to a subsequent fiscal year.

Capital Authorization: The appropriations and/or debt authorization enacted in an annual capital budget to fund any
permitted capital program.
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Capital Budget: The capital budget recommends projects for the construction, renovation, improvement, acquisition, and
purchase of original furniture and equipment of any building, structure, facility, land, or land rights. Projects must have an
estimated useful life of not less than ten years and an estimated cost in excess of $100,000 or more if bond funds are
used. Funding for minor capital projects costing between $100,000 and $600,000 can be included in the agency’s general
operating budget. Those projects under these thresholds are not considered capital and are funded from operating budgets.
Most of the capital budget projects in the past have been paid from monies obtained by the sale of bonds.

Character of Expenditure: A classification of an expenditure symbol according to its general purpose, including general
government, institutional, grants and subsidies, capital improvements, and debt service.

Commonwealth Program Plan (CPP): The aggregation of all of the Agency Program Plans (APP) within the framework
of the Commonwealth’s program structure.

Complement: A term synonymous with state personnel or workforce, more often used in the context of positions rather
than employees or persons employed. Complement terms include:

e Authorized Salaried Complement — A complement authorization established by the Office of the Budget as part of the
annual rebudget process and based on funding and agency justification for positions.

e Complement Level — The number of full-time equivalent wage or salaried positions authorized by appropriation and
agency. The Office of the Budget establishes authorized salaried complement levels and the Governor’s Office of
Administration establishes authorized wage complement levels.

e Full-time Equivalent (FTE) — A numeric unit that indicates the workload of an employed person in a way that makes full-
and part-time workloads comparable. A full-time worker is equivalent to one FTE and two half-time workers are also
equivalent to one FTE. For budgeting purposes, an agency’s total FTE count is rounded to the nearest integer.

e Limited-Term Salaried Position — A salaried position that has a specific date of expiration, regardless of duration, that
requires the temporary, full-time, or part-time employment of at least one person.

e Position — An authorized and individually identified group of duties and responsibilities requiring the full- or part-time
employment of at least one person.

e Salaried Position — A position requiring the full-time or part-time employment of at least one person on a regularly
scheduled basis for a period of time exceeding six months.

e Wage Position — A position requiring the full-time or part-time employment of one person, either on a regular schedule for
a short-term duration of time or on an intermittent or irregularly scheduled basis.

e  Workforce — Persons employed by the Commonwealth.

Current Commitment: Current level of services; when used in projecting costs, the future cost consequences of current
program policy. Also referred to as “Cost to Carry.” The four planning years do not show cost projections based on desired
progress toward meeting goals, but rather show the future cost consequences of current level of services and current
program policy including the cost of any current legislatively mandated increases that may be effective in a future year.

Deficit: A fiscal operating result for an individual fund that may occur at the end of a fiscal year, whereby expenditures for
a fiscal year exceed the actual revenues during the same period plus the prior year surplus. The deficit must be paid from
the next year’s revenues.

Encumbrance: That portion of an appropriation representing a Commonwealth obligation or commitment pursuant to a
contract, a purchase order, a grant, or another known obligation but where an actual disbursement has not been made.

Executive Authorization (EA): An authorization made in the name of the Governor to spend money from funds that had
been previously appropriated through blanket action of the General Assembly. Usually this term is used in connection with
the special funds. An example of this would be the operations of the Vocational Rehabilitation Fund.

Expenditure: An accounting entry indicating a disbursement has been made.

Federal Fiscal Year: A twelve-month period beginning October 1 and ending September 30 of the following calendar year
which is used as the federal accounting and appropriation period. Referred to by the year in which the fiscal year ends.

Federal Funds Appropriation: An appropriation of monies received from the federal government. All monies, regardless
of source, deposited in the state treasury must be appropriated. Federal funds are appropriated for a specific time period.

Fiduciary Funds: These funds are used to account for assets held by the Commonwealth as trustee or agent for
individuals, private organizations, and other government units.
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Fiscal Year: A twelve-month period beginning July 1 and ending June 30 of the following calendar year which is used as
the state’s accounting and appropriation period. In the accounting system, the fiscal year is referred to by the year in which
the fiscal year begins.

e Actual Year - Includes all expenditures and encumbrances chargeable to that fiscal year as of June 30 of the previous
year plus available balances held for certain commitments and any supplemental appropriations enacted after June 30. In
the case of continuing appropriations, the actual figure will also include any available balances. For non-appropriated and
non-executively authorized restricted receipts and restricted revenues, it reflects expenditures only.

e Available (Current) Year — For state funds, includes appropriations to date and supplemental appropriations
recommended in this budget. For non-appropriated and non-executively authorized restricted receipts and restricted
revenues, the best estimate of expenditures currently available is used.

e Budget Year — Reflects the amounts being recommended by the Governor in this document for the ensuing fiscal year.

e Planning Years 1, 2, 3, and 4 — Reflects only the cost of the budget year projected into the future and the implementation
of legislatively mandated changes that may be effective in a future year.

Full-time Equivalent: see Complement.

Fund: An independent fiscal and accounting entity comprising a source of money set aside by law for the purpose of
carrying on specific activities in accordance with special regulations, restrictions, or limitations. A fund is created by
legislation. The General Fund is the fund from which most state programs are financed.

Fund Balance: The beginning balance is the ending balance brought forward from the previous year. The ending balance
(positive or negative) is the sum of the beginning balance, revenues/receipts, and lapses less expenditures within the fiscal
year.

General Appropriation Act: A single piece of legislation containing numerous individual appropriations. The General
Appropriation Act contains only appropriations for the executive, legislative, and judicial departments of the
Commonwealth, for the public debt, and for public schools. All other appropriations are made by separate acts, each
concerning one subject.

General Fund: The major operating fund of the Commonwealth. It receives all tax receipts and other types of revenue not
specified by law to be placed in special funds. Except for certain restricted receipts, the income of the General Fund is
appropriated in specific amounts for the ordinary programs of government. Pennsylvania’s major sources of General Fund
revenues are corporation taxes, consumption taxes, the personal income tax, and nontax revenues.

General Obligation Bonds: Bonds guaranteed by the full faith and credit of the Commonwealth, repayment of which is
from the General Fund.

Goal: A goal is a desired state of affairs based upon current knowledge and values. It is timeless in the sense that as
achievement approaches, goals tend to be restated at a higher level of aspiration or new goals are projected. Goals reflect
the basic values of society and are therefore always culture bound and subjective.

Governmental Funds: Collectively these funds account for and report activities that are associated with routine, ordinary
governmental functions and are financed largely by tax and grant revenues. Funds include the General Fund, Special
Revenue Funds, Capital Project Funds, and Debt Service Funds. (See page H3 for additional information.)

Initiative: Changes in program purpose, level, or activity as the result of changes in policy, statute, regulation, or court
direction are identified as Initiatives. Cost increases to operate an existing program without change in policy, law, or
regulation such as increased fuel costs or rental costs are current commitment costs and are not identified as Initiatives.

Item Veto: The Constitution of Pennsylvania empowers the Governor to disapprove part or all of any item or items of any
bill making appropriations of money. The part or parts of the bill approved become law and the item or items disapproved
become void. This power is known as the item veto.

Lapse: The return of unencumbered or unexpended monies from an appropriation or executive authorization to the fund
from which the money was appropriated. Most appropriations are for one fiscal year and any unencumbered and
unexpended monies usually lapse after the end of that fiscal year.

Lottery Fund: A special revenue fund comprised of monies received from lottery ticket sales. It provides for lottery prizes
and for programs to support older Pennsylvanians including property tax and rent assistance, community care programs,
mass transit fare subsidies, and prescription drug costs.

Mandated Expenditures: Expenditures that are authorized and required by legislation, other than appropriation acts, or
required by the state constitution. Such expenditures include payment of public debt.
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Motor License Fund: A special revenue fund comprised of monies received from liquid fuels taxes, licenses and fees on
motor vehicles, aviation fuel tax revenues, federal aid for highway and aviation purposes, contributions from local
subdivisions for highway projects, and other miscellaneous highway revenues. The fund provides for highway and bridge
improvement, design, maintenance, and purchase of rights-of-way, as well as aviation activities, and Department of
Transportation driver and vehicle services. It also finances State Police highway patrol operations and pays subsidies to
local subdivisions for construction and maintenance of roads.

Nonpreferred Appropriations: An appropriation to any charitable or educational institution not under the absolute control
of the Commonwealth that requires the affirmative vote of two-thirds of the members elected to each chamber of the
General Assembly.

Official Revenue Estimate: The estimate of revenues for the ensuing fiscal year determined by the Governor at the time
the Governor signs the General Appropriation Act. This revenue estimate is used to determine whether appropriations are
in balance with available revenues.

Operating Budget: The operating budget is that portion of the state budget that supports the general day-to-day activities
and expenses of state government paid out of revenues derived from taxes, license or permit fees, or other non-tax
sources.

Other Special Fund: A fund in which revenues raised from special sources named by law are deposited (earmarked
revenue). Such revenues can be spent only for purposes prescribed by law and for which the revenues were collected.
Examples are: Boat Fund, Game Fund, Purchasing Fund, and State Racing Fund.

Position: see Complement.

Preferred Appropriation: An appropriation for the ordinary expenses of state government which only requires the approval
of a majority of the senators and representatives elected to the General Assembly.

Program: A general term applied to any level of program aggregation defined in the Agency Program Plan. Included are
the Commonwealth Program, the Program Category, the Program Subcategory, and the Program Element.

Program Budgeting: A method of budgeting that relates expenditures to government program accomplishments. Program
budgeting generally includes the identification of programs and their objectives, a system of measuring and reporting
program results, and the allocation of funds with a consideration of program effectiveness.

Program Category: see Program Structure.

Program Performance Measure: A general term applied to any of the substantive measures found in the agency
programs. Included are impacts, outcomes, output/activity indicators, efficiency measures, and need and/or demand
estimators.

Program Policy Guidelines: Issued by the Governor, the policy guidelines identify those problems confronting the
Commonwealth that are of major concern. The guidelines initiate the budget process in that they ask for a preliminary
assessment of alternative program changes which respond to the Governor's concerns.

Program Structure: The system used to organize goals and objectives within a logical framework so that activities of
different organizational units designed to accomplish similar results can be reviewed for decision purposes within the
appropriate program context. Program structure also provides the means for determining what information is required in
order to identify the needs and demands on government and what information is required for the management and
evaluation of program operations. Program structure terms listed in system order are:

e Commonwealth Program — There are eight major program classifications in the program structure: Direction and
Supportive Services, Protection of Persons and Property, Education, Health and Human Services, Economic Development,
Transportation, Recreation and Cultural Enrichment, and Debt Service.

e Program Category — The first major subdivision of the Commonwealth program. The program category is defined in
terms of desired goals, e.g., clean air environment.

e Program Subcategory — A subdivision of a program category. The subcategory focuses upon objectives that can be
measured in terms of quantifiable impact. Program subcategories within agencies are commonly referred to as programs
or program presentations within the Governor’'s Executive Budget.

e Program Element — The agency activity or set of activities which produce an output or group of related outputs that
contributes to the accomplishment of the objective of a single program subcategory. Program elements are the basic units
of the program structure of the budget.
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Proprietary Funds: These funds include Enterprise Funds and Internal Service Funds. Such funds account for and report
activities the way a private business or industry would. They include such activities as sale of goods or services, lending,
and other financing activities where purchasers or customers pay a charge or a user fee. (See page H3 for additional
information.)

Rebudget: An agency-revised spending plan based on its enacted appropriations. The Office of the Budget has the
authority to request and approve agency spending plans or rebudgets.

Restricted Receipts: Monies received by a state fund (usually the General Fund) from a source outside of the state which
may be used only for a specific purpose. The funds are held in a trust capacity for a period of time and then are disbursed
to authorized recipients including other state agencies. Restricted receipts do not augment an appropriation. Usually the
state makes no other appropriation for the purpose specified for the restricted receipt.

Restricted Revenue: Monies designated either by law or by administrative decision for specific purposes. The revenues
are deposited in the General Fund or in certain special funds but reported separately. Restricted revenue accounts continue
from one year to the next and finance a regular operation of state government. Disbursements from restricted revenue
accounts must be accounted for as expenses of state government.

Revenue: Monies received from taxes, fees, fines, federal grants, bond sales, and other sources deposited in the state
treasury and available as a source of funds to state government.

Special Fund: A fund in which revenues raised from special sources named by law are deposited (earmarked revenue).
Such revenues can be spent only for purposes prescribed by law and for which the revenues were collected. Examples
are: Motor License Fund, Game Fund, and Boat Fund.

Surplus: A fiscal operating result that may occur in a fund at the end of a fiscal year, whereby expenditures are less than
the fund’s beginning balance, revenues/receipts, and lapses during the same period. The surplus funds become available
for appropriation during the following fiscal year.

Tax Expenditures: Tax credits, deductions, exemptions, and exclusions provided for in law which result in a significant
reduction in revenues that would otherwise be received at current tax rates. See section D.

Workforce: see Complement.

Dpennsylvania 18 GOVERNOR’S EXECUTIVE BUDGET 2025-2026



ARC
ARPA
CARES
CCDFBG
CDBG
CMAQ
COPS

COVID-ESSER

COVID-RF
COVID-SFR
CSBG
DOE
EDA
EEOC
EMS
EPA
EPSDT
ESEA
ESG
FEMA
FHWA
FMAP
FQHC
FTA
HUD
IJA

IRA
LIHEABG
LIHEAP
LIHWAP
LSTA
MA
MCH
MCHSBG
MH/ID
MHSBG
NCHIP
NEA
NICS
PHHSBG
SUPTRSBG
SCDBG
SNAP
SORNA
SSA
SSBG
SSI
STOP
TANFBG
TEA 21
VA
VOCA
wiIC
WIOA

Wpennsylvania

Reader’s Guide

Federal Funds Identification

The most common abbreviations used to identify federal funds in this document are:

Appalachian Regional Commission

American Rescue Plan Act

Coronavirus Aid, Relief, and Economic Security Act
Child Care and Development Fund Block Grant
Community Development Block Grant

Congestion Mitigation and Air Quality Improvement
Community Oriented Policing Services

COVID Elementary and Secondary School Emergency Relief
COVID Relief Fund

COVID State Fiscal Relief

Community Services Block Grant
Department of Energy

Economic Development Administration

Equal Employment Opportunity Commission
Emergency Medical Services

Environmental Protection Agency

Early Periodic Screening Diagnosis and Treatment
Elementary and Secondary Education Act
Emergency Solutions Grant

Federal Emergency Management Agency

Federal Highway Administration

Federal Medical Assistance Percentage

Federally Qualified Health Center

Federal Transit Administration

Department of Housing and Urban Development
Infrastructure Investments and Jobs Act

Inflation Reduction Act

Low-Income Home Energy Assistance Block Grant
Low Income Home Energy Assistance Program
Low-Income Household Water Assistance Program
Library Services and Technology Act

Medical Assistance

Maternal and Child Health

Maternal and Child Health Services Block Grant
Mental Health/Intellectual Disabilities

Mental Health Services Block Grant

National Criminal History Improvement Program
National Endowment for the Arts

National Instant Check System

Preventive Health and Health Services Block Grant
Substance Use Prevention, Treatment, and Recovery Services Block Grant
Small Communities Development Block Grant
Supplemental Nutrition Assistance Program

Sex Offender Registration and Notification

Social Security Act

Social Services Block Grant

Supplemental Security Income

Services Training Officers Prosecutors

Temporary Assistance to Needy Families Block Grant
Transportation Equity Act for the 215t Century
Veterans Administration

Victims of Crime Act

Women, Infants, and Children Program

Workforce Innovation and Opportunity Act
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Commonwealth of Pennsylvania

Governor’'s Executive Budget

OVERVIEW
AND
SUMMARIES

The Fiscal and Program Policy Direction section presents the fiscal and program policies that guide
the development of the Governor's Executive Budget. The revenue and expenditure recommendations
included in this budget provide a solid fiscal foundation for the Governor to successfully address his vision,
goals, and program priorities for Pennsylvania. This section summarizes the Governor’s recommended
budget initiatives within the following budget theme presentations.

Theme topics vary from year to year based on the funding priorities established by the Governor and
the recommended budget initiatives proposed in the budget. Themes may include program revision budget
recommendations. If so, detailed program revision presentations, including discussion of the program
revision and its associated program measures, funding recommendations, and costs by appropriation can
be found in Section E: Department Presentations within the agency responsible for leading the program
revision implementation.
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Fiscal and Program Policy Direction and Budget Themes

Introduction
A Commonsense Budget That Delivers for Pennsylvanians

Since he took office two years ago, Governor Josh Shapiro has brought a G-S-D attitude to government, moving quickly
and aggressively to get stuff done and deliver results for the people of Pennsylvania. In his first two years and throughout
his travels across the Commonwealth, Governor Shapiro has focused on commonsense Pennsylvania principles: investing
in good schools for our kids, building safer communities, creating economic opportunity for all, and protecting
Pennsylvanians’ fundamental rights and freedoms.

In his first two budgets, Governor Shapiro secured critical investments in commonsense initiatives that benefit all
Pennsylvanians. These include historic investments in K-12 education to ensure students, teachers, and staff have the
resources and safe, healthy learning spaces needed to succeed; creating a new State Board of Higher Education to
coordinate efforts across all higher education sectors, with a focus on access and affordability and an eye towards workforce
development and economic growth; expanding and increasing property tax relief for seniors; implementing targeted
strategies to make Pennsylvania more competitive and help businesses thrive; and investing in law enforcement with the
resources they need to make our communities safer. Each of these commonsense initiatives — and so many more — has
helped move our Commonwealth forward as the Shapiro Administration works to ensure all Pennsylvanians have the
freedom to chart their own course and the opportunity to succeed.

As a result of those investments — which were approved by Democratic and Republican leaders in the General Assembly —
Pennsylvania seniors received the largest targeted tax cut in two decades, more entrepreneurs are starting new businesses
and more major companies are moving their operations here, more kids are eating breakfast before school, more bridges
are being repaired and more roads are being paved, and Pennsylvania is now one of the best states in the nation to raise
a family. Pennsylvania is on the rise.

But Governor Shapiro knows that our collective work is far from over. Together, we must continue to invest in
Pennsylvanians — to build on our progress, make the Commonwealth more competitive, and create more opportunity. The
2025-26 budget builds on the foundation established over the last two years, focusing on a continued strategy of making
key investments to solve problems and move Pennsylvania forward.

At the same time, Governor Shapiro and his Administration are committed to a careful stewardship of public monies. To
that end, this fiscal year, the Office of the Budget (OB) and the Governor’'s Policy Office (GPO) launched the Resource
Evaluation and Mission Alignment Project (REMAP). REMAP is a data-driven initiative designed to evaluate programs for
effectiveness and alignment with statutory mandates, strategic goals, and the department’s mission. The project seeks to
ensure state resources are directed to programs that deliver measurable results and advance the Commonwealth’s
objectives. OB and GPO partnered with three agencies to pilot the initiative in its first year — the Department of Community
and Economic Development (DCED), the Department of Corrections (DOC), and the Pennsylvania Commission on Crime
and Delinquency (PCCD). Through REMAP, agencies identified inefficiencies, program misalignments, and areas where
cost savings could be realized. REMAP helps ensure taxpayer dollars are being used as effectively as possible and the
resulting recommendations are incorporated in budgets for DCED, DOC, and PCCD in order to realign resources, improve
efficiency, and enhance the Commonwealth’s ability to achieve impactful long-term outcomes.

Thanks in part to the resulting cost savings and efficiencies, this budget proposes more commonsense investments in the
people of Pennsylvania.

This budget continues the commonsense, bipartisan agreement in the 2024-25 budget to adequately fund all of
Pennsylvania’s public schools, putting resources directly into the classroom and ensuring safety and security for students
and teachers. The 2025-26 budget proposes to grow investments for the school facilities program that was created under
this Administration and has already provided funding for critical repairs in hundreds of schools. In addition, the budget
continues to fund the mental health and physical safety programs that schools can use to provide safe learning environments
while proposing real reforms to the way public schools pay for cyber charter schools.
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In line with Governor Shapiro’s vision, the 2025-26 budget also ensures more Pennsylvanians will have the freedom to chart
their own course and the opportunity to succeed. Graduating high school students deserve the opportunity for future success
in whatever path they choose. The budget reflects this priority by building a pipeline of workers and entrepreneurs, through
internships, upskilling, reskilling; providing second chances to previously incarcerated individuals; and reforming the
professional licensure system to remove barriers to entry. This focus allows Pennsylvanians to take control of their future,
with options for a variety of careers. The budget makes the Commonwealth more competitive for workers and expands labor
market participation by increasing the minimum wage in Pennsylvania, providing critical funding to public transportation
agencies, and investing in teachers, health care professionals, and those who provide care for children.

This budget also continues the work of making Pennsylvania more competitive and attractive to businesses, which in turn
will create jobs and attract more people to our Commonwealth. The 2024-25 budget provided significant permitting reform
and doubled down on the government’s commitment to moving at the speed of business. This budget continues to focus on
Pennsylvania’s first Economic Development Strategy in two decades, providing the opportunity for businesses and
entrepreneurs to innovate and get ahead. This budget directly invests in Pennsylvania’s innovation economy and develops
several key industries outlined in the Economic Development Strategy, including agriculture, life sciences, and
entrepreneurship. The budget also supports veteran-owned businesses and makes key investments in the celebration of
the birth of the United States 250 years ago, right here in the Keystone State.

To further make Pennsylvania’s economy competitive, this budget proposes to accelerate the current Corporate Net Income
Tax rate cuts by two years and level the playing field for all Pennsylvania corporations by closing tax loopholes. The
2025-26 budget streamlines, simplifies, and modernizes our tax structure, including eliminating three separate business
taxes for financial institutions. For the first time in Pennsylvania’s history, this budget pushes the amount of general property
tax relief to homeowners to over $1 billion.

While investing in education, workforce development, and economic growth, this budget also cuts costs for Pennsylvanians.
The budget proposes offering support to help Pennsylvanians buy their first home, restore a current home, and for
developers and communities to build new homes. Those proposals are in addition to Governor Shapiro’s work to lower
energy costs and ensure Pennsylvania remains a leader in reliable, affordable, and clean energy for years to come. To help
with healthcare costs, the budget provides for a transparency portal for medical expenses so that individuals can finally see
what it costs for services and have better visibility into choosing the most cost-effective care in Pennsylvania.

This budget prioritizes increased access to care, whether it is for assistive services for older Pennsylvanians so they can
continue living in their own home, or quality improvement programs at our skilled nursing facilities. The budget provides
necessary funding to Pennsylvania's hospital systems to ensure continued access to care, as well as investments in several
key areas of behavioral and mental health care. Finally, the budget provides resources to ensure those re-entering the
community from incarceration have continuous access to medical care and support services.

Additionally, the 2025-26 budget will improve public safety by continuing our investments in law enforcement and first
responders, adding four more cadet classes for the Pennsylvania State Police and creating new resources to support
firefighters. This budget further improves public safety by proposing the closure of two State Correctional Institutions and
two community corrections facilities in order to better support Corrections Officers and expunging the records of thousands
of individuals who have non-violent, marijuana-related documents. The 2025-26 budget proposes to more effectively and
efficiently use current resources sent to counties for probation and reentry services by pooling them together to increase
flexibility for counties while also increasing support for violence intervention and after-school programs that are proven to
reduce crime.

The 2025-26 budget reflects Governor Shapiro’s commitment to commonsense Pennsylvania priorities and getting stuff
done for the people of this Commonwealth. The Shapiro Administration is more effective and efficient than ever before, and
through strategic investments in education, workforce development, public safety, and economic growth, this plan lays the
foundation for a stronger, more competitive, more successful Pennsylvania — one that commits to a shared vision of
prosperity and prioritizes initiatives that benefit all Pennsylvanians. This is a budget that recognizes the opportunity our
Commonwealth has in this moment to empower innovation, modernize our systems, and ensure Pennsylvania remains a
beacon of freedom for generations to come.
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Creating Opportunity for Our Children and Our Students to Succeed

Investing in Basic Education and Special Education

This budget builds on the bipartisan adequacy formula and tax equity supplements created by Act 55 of 2024 by directing
an additional $526 million to ensure students’ success, in line with the Basic Education Funding Commission report. This
funding provides greater academic and student support, and increased accountability, in schools that have been found to
lack the necessary resources by driving more dollars to the schools that need them most.

Adequacy supplement funds can be specifically used to establish, maintain, or expand after-school tutoring assistance, full-
day pre-kindergarten or kindergarten programs, social and health services, continuing professional development, evidence-
based reading instruction, science and applied-knowledge skills, school libraries, and other programs that support students’
academic performance targets. The tax equity supplement can be used by schools to supplement homestead exemptions,
property tax and rent rebates, mitigate tax increases, and relieve debt.

This budget increases basic education funding by $75 million, proposing more than $8.2 billion in total to support public
schools across Pennsylvania. The increase will be distributed through a student-weighted funding formula that directs
money to school districts based on factors such as the number of students enrolled and the poverty level of those students.
The formula also considers factors that reflect student and community differences such as population density, household
income of families in the district, number of students attending charter schools, and the district’s ability to raise money
through local taxes. This flexible funding enables school districts to invest the resources they need to provide a high-quality
education for Pennsylvania students.

School districts are legally required to provide special education programs, supports, and services for all eligible students,
all while the cost to meet these needs continues to increase. This budget increases special education funding by
$40 million, proposing over $1.5 billion in total funding to districts to ensure that school districts have the basic resources
necessary to provide high-quality special education services to students with disabilities and special needs.

Cyber Charter Reform That Makes Sense

For the first time, the 2024-25 enacted budget made changes to the antiquated system of funding cyber charter schools in
the Commonwealth. These changes moved away from an arbitrary ratio established in law decades ago to utilizing actual
counts of special education students to calculate tuition rates. While those improvements will result in a more aligned tuition
rate for special education students, cyber charter schools in Pennsylvania will continue to charge school districts an
inconsistent amount — between $7,659 and $28,960 per student per year, and between $18,628 and $63,019 per special
education student per year. School districts and Intermediate Units have tremendous experience delivering curriculum to
students virtually, and the current cyber charter funding model, whereby tuition rates vary widely depending on what school
district students come from, no longer makes sense. The 2025-26 budget recommends establishing a statewide base cyber
tuition rate of $8,000 per student per year and will better align tuition with the actual costs of providing an online education.
This reform will save school districts an estimated $378 million annually.

Ensuring Safe and Healthy School Facilities

To allow for continued, dedicated funding for the newly created Solar for Schools program, this budget would invest an
additional $25 million a year, for a total of $125 million annually, in school facilities through the Public School Facilities
Improvement Grant program administered by the Commonwealth Financing Authority in collaboration with the Department
of Education (PDE). This budget builds on the $275 million across more than 208 projects already invested under this
Administration in school districts for school repairs and upgrades. A broad range of projects have already been approved
including the repair, replacement, and improvement of roofing, HVAC, plumbing, building infrastructure, flood recovery,
accessibility, energy efficiency, and safety. These projects have provided improvements at more than 60 elementary
schools, 40 middle schools, and 65 high schools across the Commonwealth. This budget continues to recognize that
students must have safe school facilities.

Furthermore, this budget continues to fully fund the universal free breakfast program, making sure all Pennsylvania students
have access to healthy meals to start their day on the right foot. Since the start of this program, participation in free breakfast
has continued to grow, and more meals than ever are being served in schools. Last school year, 91.4 million breakfast
meals were served in schools — nearly 10 million more meals than were served the previous school year - more than
7 million of which were served to students most at-risk for hunger or from low-income families.
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This budget also continues last year’s landmark funding to provide menstrual hygiene products at no cost to students in
schools. Through the first year of this program, schools are purchasing product dispensation devices and procuring hygiene
products on an ongoing basis to ensure no student has to miss school because they’re unable to afford necessary menstrual
hygiene products.

Since the 2022-23 school year, the Commonwealth has invested almost $300 million in supporting student mental health
and well-being and improving the safety of our schools through grants from PDE and PCCD. This budget continues $111
million in critical investments in student mental health and school safety.

Supporting Pennsylvania’s Youngest Learners

Research overwhelmingly demonstrates the meaningful and substantial return on investment in early childhood education:
children who start their educational careers in high-quality pre-K programs do better in school, have higher graduation rates,
and earn more income throughout their lives. The difficulty for providers to recruit, retain, and support early childhood
educators is a key obstacle to ensuring that every child in Pennsylvania has access to high-quality, affordable, and available
pre-K programs. Wages for pre-K educators are too low to sustain employment levels in a field so critical to the current and
future workforce. This budget proposes an additional $15 million for the Pre-K Counts program to help providers raise
wages and stabilize the early educator workforce.

Every child in Pennsylvania deserves the support and resources needed to succeed, from infancy through early adulthood.
The Early Intervention (El) program provides supports and services to eligible children from birth to age three with
developmental delays or other needs in order to be ready for kindergarten. El provides children with developmental and
social-emotional services, including speech, language, and physical therapies as well as social work services. Families also
receive the coaching and assistance they need to continue to care for and support their children. The 2025-26 budget calls
for an additional investment of $10 million to increase El provider rates to ensure that children in Pennsylvania, regardless
of family income, receive the high-quality support and resources they need to be healthy, succeed in school, and improve
their overall well-being.

Recruiting and Retaining Top Talent in Education

Building on the Administration’s work across agencies to speed up government and cut through red tape, PDE recently
announced that aspiring educators can now receive an Intern Certificate for free, enabling them to enter the classroom and
teach for up to three years while taking education classes on the path to earning their full teaching certification. The Intern
Certificate opens up an alternative path into teaching careers for Pennsylvanians who have already earned a bachelor’s
degree in another field and want to use their knowledge and skills to educate future generations.

To further strengthen the educator pipeline, the 2025-26 budget increases funding for student teacher stipends by
$20 million, doubling the program and bringing the total to $40 million annually. Administered through the Pennsylvania
Higher Education Assistance Agency (PHEAA), this program helps to address the teacher shortage in Pennsylvania and fill
staffing gaps for critical education positions. The program provides financial support to students enrolled in a PDE-approved
teacher preparation program and who have completed student teaching requirements. By offering financial support, the
program makes it more feasible for aspiring educators to complete their training and pursue careers in public service.

In addition to supporting recruitment, this budget proposal also supports retention in the educator workforce. An additional
$2.5 million in teacher professional development illustrates a commitment to ensuring that educators have the tools and
training they need to tackle difficult topics impacting students and communities.

Empowering Student Success in Higher Education

Last year, the Administration and the General Assembly came together to make the first significant progress on higher
education in more than 30 years. That included the creation of the newly established State Board of Higher Education,
which has been charged with developing a strategic path forward to meet the needs of our students, workforce, and
businesses. This budget supports that collaborative work with increased higher education investments to improve access,
affordability, opportunity, and accountability across the Commonwealth.

This budget proposes $60 million in funding for the Pennsylvania State University, Temple University, and University of
Pittsburgh to be distributed based on the recommendations of the Performance-Based Funding Council, as established in
the 2024-25 budget, which are anticipated by April 30, 2025. Additionally, under this proposal, the State System of Higher
Education (PASSHE) and the encompassing universities would receive a $40.4 million increase to keep tuition flat for the
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eighth consecutive year, and funding for the Commonwealth’s community colleges would increase by $13 million.
Additional investments in higher education include $1 million for Lincoln University, $1.7 million for the Pennsylvania
College of Technology, $1.1 million for Thaddeus Stevens College of Technology, and $2.9 million for agriculture research
and the county agricultural extension offices through Pennsylvania State University.

PHEAA operates the Pennsylvania State Grants program to reduce financial barriers and provide greater access to higher
education for all Commonwealth residents and, within the limits of the resources available, help to provide freedom of choice
between public and private institutions. Grants to students for financial aid is proposed to increase by $655,000 to maintain
the maximum grant award amount. The proposed budget also recommends continued funding for the newly created Grow
PA scholarships to assist students in pursuing affordable post-secondary education programs and filling critical in-demand
occupations after graduation.

Ensuring All Pennsylvanians Have the Freedom to Chart their own Course

Investing in Pennsylvania’s Families and Supporting the Childcare Workforce

The Commonwealth is committed to assisting parents, grandparents, caregivers, and families in accessing the supports
they need to live and work in Pennsylvania, chart their own course, and succeed — including providing safe and supportive
childcare. According to the Office of Child Development and Early Learning (OCDEL), nearly 2,200 childcare programs
have closed since 2019, resulting in childcare employment levels falling by 40 percent. The majority of those providers cited
teacher shortages and ongoing staff vacancies as main factors in their closing. Access to quality childcare remains an issue
for many Pennsylvania families but staffing shortages and low wages continue to plague an already vulnerable system. The
lack of access to affordable, quality childcare is also one of the primary reasons working-age parents are forced to leave
the labor force — by addressing this issue, the Commonwealth can expand our workforce and grow our economy while
making life better for young families. The budget proposal includes an investment of $55 million to support childcare
workforce recruitment and retention grants, which would provide roughly $1,000 more annually per employee to licensed
childcare centers with collaborative agreements in the Child Care Works program.

Supporting Workforce Investments and Innovations

While the strains on Pennsylvania’s health care workforce predate the pandemic, these challenges have come to a point of
crisis in recent years. In response to increased needs for behavioral health services and an infrastructure ill-prepared to
support the demand, Governor Shapiro issued an Executive Order in October 2023 establishing the Pennsylvania
Behavioral Health Council. The council has spent over a year working through dozens of recommendations to improve,
broaden, and strengthen the behavioral health system. A key focus of the recommendations is boosting workforce in the
health care sector. Therefore, this budget includes $10 million to expand the Primary Care Loan Repayment program at
the Department of Health (DOH). The current program is limited geographically, providing loan repayment opportunities as
an incentive to recruit and retain primary care practitioners willing to serve underserved Pennsylvania residents in federally
designated Health Professional Shortage Areas (HPSAs). As part of the budget, these proposed funds will be used to
broaden program eligibility and remove restrictions to expand the behavioral health care workforce everywhere in
Pennsylvania. The current program already includes key behavioral health professionals — psychologists, psychiatrists,
nurses, certified registered nurse practitioners, and physician assistants — all specifically trained to work in the behavioral
health field, but this expansion will help Pennsylvania tackle the critical shortage of these professionals.

In rural Pennsylvania, maintaining access to quality health care is made worse by population shifts that favor more densely
populated areas. Young people are choosing to live in more populated areas where hospitals, pharmacies, and doctor’s
offices are much more accessible. While rural Pennsylvanians age, it’s critical they do so independently and in their homes,
with health care services readily available. That's why the 2025-26 budget includes an additional $5 million to incentivize
health care providers to serve rural communities. Building on previous budget proposals to support the demand for reliable
health care services in rural counties and throughout the state, this budget includes $5 million to support workforce
initiatives to educate, train, and recruit nursing professionals. By leveraging innovative approaches like public-private
partnerships or education-based incentives, the Shapiro Administration is committed to exploring and supporting initiatives
focused on educating and retaining more nurses for the Commonwealth’s health care system.

Additionally, last year marked the twenty-fifth anniversary of the Workforce and Economic Development Network of
Pennsylvania (WEDnetPA). Since 1999, more than 23,000 companies have received WEDnetPA workforce training funds,
and 1.3 million workers were trained to better contribute to their companies and the overall economy of Pennsylvania. The
goal of WEDnNetPA is to strengthen the business environment of the Commonwealth by helping companies improve the
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skills and productivity of Pennsylvania workers. Eligible in-state businesses and out-of-state companies relocating to
Pennsylvania apply to WEDnetPA to access training funds through a network of community colleges, state system
universities, and other partners. The 2025-26 budget creates a dedicated $12.5 million Workforce and Economic
Development Network appropriation, leveraging $10 million from the existing program in Pennsylvania First and $2.5 million
in new state funds to train additional workers.

This budget also includes $2 million for the creation of Career Connect, a statewide program to build internships at
Pennsylvania companies. This will increase the availability of Pennsylvania internships and assist employers with talent
recruitment and development efforts.

Tapping the potential of all workers is critical to empowering and strengthening a diverse workforce, including under-skilled
adult learners. This budget proposes an additional $6 million for Adult and Family Literacy programs across the
Commonwealth that allow providers to receive additional federal Title Il funding through the Workforce Innovation and
Opportunities Act (WIOA). This program increases the number of skilled Pennsylvania workers by providing education to
adults so they can successfully find and keep good jobs. Services include college and career readiness, adult basic
education, and family, health, and digital literacy.

Additionally, this budget proposes $5 million to the Office of Vocational Rehabilitation (OVR) to assist individuals with
disabilities in finding employment, through personalized services, vocational guidance, goal setting, job placement, and
counseling. This funding will allow OVR counselors to provide hands-on, individualized services to those seeking gainful
employment throughout the Commonwealth. Finally, this budget provides an additional $1 million to the Centers for
Independent Living (CIL) to recruit and hire staff, provide services to individuals with more diverse or significant disabilities,
and ensure that individuals can reside in their chosen homes and participate in their communities.

Raising the Minimum Wage

At $7.25 per hour, Pennsylvania’s minimum wage is lower than all neighboring states, most economic competitor states,
and has remained stagnant for more than 15 years. At a time when Pennsylvania’s workforce is aging, young
Pennsylvanians are increasingly considering other places to build their economic futures. Pennsylvania must be a place
that families, workers, and students see as a place to work, grow, and thrive. The budget calls to raise the minimum wage
to $15 per hour, which will generate economic activity, increase the purchasing power of Pennsylvania residents, and add
roughly $100 million annually in increased revenue to the Commonwealth once fully implemented.

Making Pennsylvania a Leader in
Economic Development, Job Creation, and Innovation

Implementing an Aggressive Economic Development Strategy

Over the last two years, the Shapiro Administration has successfully competed for business, made strategic investments in
key sectors of the Commonwealth’s economy, and implemented transformative changes to the permitting, licensing, and
certification processes to ensure Pennsylvania moves at the speed of business. As a result, the Shapiro Administration has
attracted over $3 billion in private sector investments to Pennsylvania and created nearly 5,000 new jobs.

In 2024, Pennsylvania launched the first comprehensive economic development strategic plan of its kind in 20 years to
guide the Commonwealth’s economic growth. The 10 year strategy is designed to capitalize on the Commonwealth’s
strengths and reignite the economy. It sets forth five ambitious goals:
e Invest in economic growth to compete and prioritize economic development investments that capitalize on
Pennsylvania’s strengths and result in real opportunities for businesses, communities, and residents.
e Continue to make government work at the speed of business and ensure all companies find an attractive business
environment where they can innovate, thrive, and get responses from government on a reasonable timeline.
e Open doors of opportunity for all Pennsylvanians and increase pathways to the workforce that enable every
Pennsylvanian to secure a family-sustaining job and have a meaningful career.
e Prioritize innovation to incentivize innovators to become successful entrepreneurs.
e Build vibrant and resilient regions, where every community flourishes, focusing on each region’s diverse strengths.

The 2024-25 enacted budget made significant investments aligned with the overall 10 year economic strategy. Key
investments included a $500 million investment to significantly expand the PA SITES program to develop shovel-ready sites
and bring more commercial and industrial sites to Pennsylvania, the creation of a new program tailored to make critical
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upgrades and investments in Main Street communities, and a rebranding of Pennsylvania’s tourism and marketing
campaign. To continue to capitalize on our strengths and reignite our economy the Commonwealth must continue to be on
the offensive. This budget goes further to implement the Economic Development Strategy, positioning Pennsylvania as a
national leader in innovation, job creation, and economic development.

Creating a Commonwealth That Is Open for Business: Business Attraction and Expansion through BusinessPA
DCED was one of three agencies to participate in a new pilot project coordinated by the Office of the Budget and the
Governor’s Policy Office, known as the Resource Evaluation and Mission Alignment Project, or REMAP.

Specifically, for DCED, the REMAP process revealed that some programs are not flexible enough to meet the needs of all
businesses that want to grow and thrive in Pennsylvania, with many being too targeted to one specific niche industry or too
small to make a real impact in the development of those industries. As such, this budget proposes to streamline DCED’s
programs by eliminating redundant or ineffective initiatives while investing in programs that have broader impact and reach
a wide variety of industries. Specifically, this budget proposes to eliminate three tax credit programs that are duplicative of
other programs and replaces them with one tax credit program aimed specifically at creating jobs within the Commonwealth.
The 2025-26 budget repeals the Waterfront Development Tax Credit, the Video Game Development Tax Credit, and the
Manufacturing Tax Credit and creates the AdvancePA tax credit, a new $10 million tax credit to provide more flexibility for
securing important deals and incentivizing high-paying job creation within the Commonwealth.

Additionally, the REMAP process identified several duplicative programs that could be combined in the future and found
that some existing programs may be more appropriate within other Commonwealth agencies.

To that end, the 2025-26 budget includes a major reorganization within DCED, consolidating agency resources to form the
BusinessPA Team. BusinessPA focuses and strategically promotes business success, expansion, and attraction in
Pennsylvania. Reallocating 45 current positions and nearly $9 million in current funding from several existing appropriations
into a single BusinessPA appropriation will provide a more effective use of existing resources and sharpen the department’s
focus on those programs and services that best serve the Commonwealth’s business community.

By promoting Pennsylvania as an ideal place to do business, the BusinessPA team will boost the overall perception of
Pennsylvania, capitalizing on recent successes to maximize state investments by ensuring businesses are aware of the
advantages of doing business in Pennsylvania. In 2024, Site Selection Magazine ranked Pennsylvania’s business climate
ahead of New York, making the Commonwealth the top state in the Northeast region for economic competitiveness. An
effective marketing program is also critical for promoting the Commonwealth and attracting businesses, employers, and
economic growth. This budget includes an increase of $3 million to the Marketing to Attract Business program to enhance
site selection, business attraction marketing, and business retention. More specifically, this program provides funding for
projects that demonstrate the importance of marketing the Commonwealth as the best choice for investment and promoting
the attributes and assets of individual regions.

Successful business attraction requires not only the availability of funds to incentivize worthwhile projects but also the ability
to close deals. To help match and surpass the project completion rates of our neighbors, this budget includes an increased
allocation of $5 million in programmatic funding for the proven Pennsylvania First program. This investment will enhance
Pennsylvania’s competitiveness and fund additional projects by inviting more companies to expand or relocate to the
Commonwealth and stimulating economic growth.

Strengthening Pennsylvania’s Energy Leadership and Ensuring Reliable, Affordable Power for the Long-Term
Pennsylvania has a long legacy as a national energy leader — for hundreds of years, the Commonwealth has been one of
the nation’s top energy producers, embracing innovation to create jobs, lower costs, and drive progress. However,
Pennsylvania is falling behind other states in the race to diversify our energy sources and create clean, reliable, and
affordable energy. As Pennsylvania fails to take action, other states are putting in place plans that protect and create energy
jobs, spur innovation and attract investment, and protect public health.

That's why Governor Shapiro has brought together labor leaders, environmental advocates, consumer advocates, and
industry to develop an energy policy that will spur the development of generation, incentivize innovation, and help
Pennsylvania maintain its position as an energy leader. A key tool in that effort is the Pennsylvania Economic Development
for a Growing Economy (PA EDGE) initiative — a collection of tax credit programs designed to attract new investments from
businesses in critical manufacturing sectors, including semiconductors, biomedical, milk processing, and petrochemicals
and fertilizers produced from natural gas. Since it was first passed into law in 2022, the EDGE credit has not been used by
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a single business — leaving billions of dollars on the table. The 2025-26 budget proposes several tax credit modifications to
ensure businesses can actually take advantage of the credit to create jobs, innovate, and grow our economy, including:

e Converting the Local Resource Manufacturing Tax Credit Program to a Reliable Energy Investment Tax
Credit — Utilize up to $100 million per year tax credit per facility for 3 years, focusing especially on bringing new,
reliable energy sources onto the grid.

e Semiconductor Manufacturing, Biomedical Manufacturing and Research Tax Credit Program — Reduce
investment requirement from $200 million to $150 million and lower the permanent jobs requirement from 800 to

100.
e Pennsylvania Milk Processing Tax Credit Program — Provide credits to projects that invest $50 million or
create 100 jobs in the production of Class |, Il, I, or IV dairy products using Pennsylvania milk, with an extra

incentive to those projects using organic milk.

e Regional Clean Hydrogen Tax Credit Program - Allow up to 7 regionally dispersed qualified taxpayers to claim
up to $7 million per year and lower thresholds to qualify.

e Sustainable Aviation Fuel — Utilize up to $15 million per year for a taxpayer who makes a $250 million capital
investment and create 400 jobs at a facility to produce sustainable aviation fuel (SAF).

These updates to PA EDGE supplement the rest of the Governor’s energy plan, including efforts to create thousands of
energy jobs, lower utility bills for Pennsylvania households, and take real action to address climate change pollution.

Fostering the PA Innovation Economy

Some of the fiercest competition between states to attract new businesses and jobs takes place within the life sciences
sectors. Two regions have dominated the nation’s life sciences industry — Boston and San Francisco. However,
Pennsylvania, specifically in the Southeastern region, has the capacity to become the next big life sciences hub. To further
incentivize development in this vital industry, the 2025-26 budget includes a total of $50 million for the new PA Innovation
program. This includes a one-time $30 million initiative to spur life sciences job growth and innovation, through coordination
among research universities to assist businesses in bringing cutting edge technology to market and fulfilling critical testing
needs. The remaining $20 million will provide annual funding to support large-scale innovation, match federal awards to
mitigate risks for start-ups, and leverage Pennsylvania’s best-in-class research and development assets. This proposed
funding will be used to match additional private venture capital investments, positioning Pennsylvania as a national center
for innovation while proactively making investments in entrepreneurs who have historically lacked access to venture capital
funding.

While this budget makes significant investments to attract businesses from outside Pennsylvania, it also doubles down on
the state’s commitment to build home-grown talent and entrepreneurs. The 2025-26 budget allocates $3.5 million to create
and launch the Pennsylvania Regional Economic Competitiveness Challenge to provide different geographic regions with
the resources they need to plan and implement localized economic development strategies. By backing well-planned
regional strategies, this budget ensures that state funding is used wisely by combining local vision and regional expertise
with state resources to provide a bottom-up approach to statewide economic development. Taking this approach meets the
individual needs of each of the state’s diverse regions.

But innovation is not just for life sciences or start-up companies — there’s real innovation happening all across our
Commonwealth, especially on our farms. The Commonwealth has over 53,000 farms, including the second largest number
of dairy farms nationally, producing more than 10 billion pounds of milk each year. Pennsylvania is also a leader in growing
hardwoods, fruits, tree nuts, berries, floriculture, and more. The Commonwealth is committed to building and supporting the
future success of our farmers who fuel the agriculture industry — that's why the 2024-25 budget created a new grant program,
specifically designed to help Pennsylvania farmers advance their productions and efficiencies by embracing the latest
technologies and farming techniques.

The 2025-26 budget builds on the work this new program began by investing an additional $13 million in agriculture
innovation, important funding that will help support and attract new agricultural businesses — including energy and
conservation endeavors — and build the future of American agriculture right here in Pennsylvania. This funding will provide
grants, loans, and technical and logistical assistance for innovative farming practices in Pennsylvania to empower our
farmers to adopt cutting-edge agricultural practices that will help position our ag industry as a model for the nation.

Dpennsylvania A1-8 GOVERNOR'S EXECUTIVE BUDGET 2025-2026



Budget Themes

Growing Pennsylvania’s Ag Industry by Addressing the Challenges Our Farmers Face

The innovations developing on our farms aren’t just helping our farmers increase their output and succeed — they are
addressing the unique challenges farmers face day-to-day, especially when it comes to finding sustainable ways to farm in
localities where there is no dedicated place to dispose of organic food waste. Some farmers in Pennsylvania are taking
steps to power their farming operations through adaptive reuse and byproducts of the very food products that agriculture
provides to the food industry. Pennsylvania could be a leader in creating energy from food waste, and this budget proposes
$2 million to explore a pilot program for a county-based digester facility and set the groundwork for county-operated
digesters throughout the Commonwealth, assisting farmers and generating electricity.

Animal testing remains important, especially with the recent outbreaks of the Highly Pathogenic Avian Influenza (HPAI).
The 2024-25 budget provided resources to start a fourth animal testing laboratory in the western part of the state. This
budget proposes $2 million in funding to keep this new laboratory operational, providing critical testing services for farmers
to ensure their livestock remain healthy and viable for continued farming operations. The last three budgets have reserved
$75 million for farmers who experience losses due to HPAI. Due to proactive management and quick response, $61.5 of
that funding remains for use in 2025-26. With these dollars, we are prepared to respond to future outbreaks. While HPAI
cases continue to be monitored, we can invest funds into our agricultural industry to diversify and spurt growth. This budget
makes those investments and calls on the General Assembly to provide flexibility in the event future resources are needed
to assist farmers with losses due to HPAI.

This budget also supports farmers in the vital and noble role they play in feeding others and invests in efforts to connect
that work to community initiatives working to combat hunger in Pennsylvania. The Pennsylvania Agricultural Surplus System
program provides an efficient mechanism for Pennsylvania’s agricultural industry to donate safe, wholesome food products
while being reimbursed for the costs involved in harvesting, processing, packaging, and transporting these foods. An
additional $4 million investment in this program will help to utilize these food products that would likely otherwise go to
waste.

Pennsylvania also provides food assistance for families under the State Food Purchase Program, which is the largest state
program of its kind. The program provides cash grants to counties for the purchase and distribution of food to low-income
individuals. It is intended to supplement the efforts of food pantries, soup kitchens, food banks, feeding programs, shelters
for the homeless, and other similar organizations to reduce hunger. The program reflects the Commonwealth's
determination to address problems related to nutrition and hunger. The 2025-26 budget increases funding for the State
Food Purchase Program by $4 million.

Legalizing Adult Use Cannabis

This budget recognizes that the time has come for Pennsylvania to legalize adult use cannabis. This policy provides a real
opportunity for Pennsylvania farmers to cultivate a new, legal industry and establish a thriving market for the state. Every
one of Pennsylvania’s neighbors, except West Virginia, has legalized adult use cannabis. Pennsylvania is currently at a
competitive disadvantage, losing out on critical tax revenue and new businesses to neighboring states. Executives from
cannabis companies have reported that up to 60 percent of their customers at stores along our Commonwealth’s border
are Pennsylvanians. We must stop losing out on that revenue and business. Additionally, police and courts are
unnecessarily overburdened with cannabis-related arrests and adjudications. The prohibition of cannabis has also fostered
an illicit market that fuels violence perpetrated by drug traffickers and gangs seeking to control the illicit and harmful forms
of synthetic marijuana in our communities.

The 2025-26 budget proposes the legalization of adult use cannabis effective July 1, 2025, with regulated sales within
Pennsylvania beginning January 1, 2026. With the funds generated by the legalization of adult use cannabis, Pennsylvania
can right some of the wrongs done to individuals impacted by archaic laws. In addition to the immediate expungement of
the records of those incarcerated for only a possession-related offense attributed to cannabis, the budget proposes to invest
$10 million in restorative justice initiatives from adult use cannabis proceeds. The proposal also includes $25 million to
assist new small and small diverse businesses attempting to enter the new marketplace.

Supporting Small and Small Diverse Businesses

In September 2023, Governor Shapiro signed an Executive Order to make the Commonwealth procurement process more
accessible, and take actionable steps to help small businesses and small diverse businesses grow, succeed, and create
good-paying jobs. Since then, the Commonwealth has increased prime contracting opportunities for small businesses,
reduced the time it takes to certify a small business with DGS, and implemented a prompt pay policy t