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COMMONWEALTH OF PENNSYLVANIA
OFEFIcE oF THE GOVERNOR
HARRISBURG

THE GOVERNOR FEBRUARY 6, 2001

To the People of Pennsylvania:

Pursuant to Article VIII Section 12 of the Constitution of Pennsylvania, and
Section 613 of the Administrative Code of 1929 (71 P.S. Section 233), | am
transmitting to your representatives in the General Assembly my proposed budget
for Fiscal Year 2001-02.

Six years ago, | asked the General Assembly to help me make Pennsylvania “a
leader among states and a competitor among nations.”

We have achieved what we set out to do.

Pennsylvania families and employers have saved nearly $15 billion through tax
cuts, workers’ compensation reform, electric competition and reduced red tape —
helping to create more than 350,000 new jobs. We are the first state to enable
consumers to shop competitively for both electricity and natural gas. Our tax-free
Keystone Opportunity Zones were named the No. 1 state economic-development
strategy in the nation.

We now have an Education Empowerment Act to help more than a quarter-million kids in our lowest-performing
schools. And we have made historic investments in reading through our landmark, four-year, $100 million
“Read-to-Succeed” program, and record new investments in our public libraries.

Our nationally acclaimed Land Recycling Program has cleaned up more than 700 industrial sites — 20,000
people now work on these formerly abandoned sites. Our “Growing Greener” initiative is PA’s largest
environmental investment ever — nearly $650 million over five years; and “Growing Smarter” gives communities
new land-use tools to control sprawl while still respecting private property rights.

More than 100,000 Pennsylvania children now get free or low-cost health care through the Children’s Health
Insurance Program — a 145 percent increase since 1995. Pennsylvania’s welfare rolls are at their lowest point
in three decades. And juvenile crime is down sharply — thanks in large part to the dozens of new laws passed
during our Special Session on Crime.

We could fill many pages talking about what we accomplished by working together over the last six years. Truly,
Pennsylvania is now a leader among states and a competitor among nations.

Now, | believe our challenge is to reach for greatness. We can become not just a leader, but the leader — not
just a competitor, but the standard. This budget charts a course to take us there.

We will make record new investments and first-in-the-nation innovations to help our kids. We will cut taxes for
the seventh straight year; help more hardworking families through our expanded Working Family Tax Cut;
continue to eliminate the Capital Stock and Franchise Tax; build on last year's phenomenal success with an
expanded “Tax-Free PC Plus” computer sales-tax holiday; and create new Education Tax Credits.

We will reverse Pennsylvania’s decades-long “brain drain” through our exciting new $10 million “Brain Gain”
initiative. We will earmark $100 million for our historic infrastructure — the “Pennsylvania Trail of History.” And
we will continue to protect the environment.

With each of these steps, we will help Pennsylvanians enjoy an even better, world-class quality of life. In
short, we will reach for greatness.

Very truly yours,

o Midye

Tom Ridge
Governor
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2001-02 TotaL REcoMMENDED BUDGET

(All Fundsj

/ $20,772
12836

o
s A
\ 1,689

Dollars in Millions

General Fund

5,257
and Fees

2,059 Motor License

Fund

Other Special
Funds

$42,613 Total

Federal Funds

Augmentations

Thebudget submitted by the
Governor to the General
Assembly includes funds from
the five sources shown here
and totals $42.6 hillion.

* Operating only; excludes capital.

2001-02 Governor’s Recommended Budget

6%

Governor Ridge’s 2001-02 Budget
continues his seven year record of
tax cuts and fiscal discipline with
responsible spending.

The proposed 2001-02 General
Fund Budgetis nearly $20.8 billion,
an increase of $793 million or 4.0
percent. Governor Ridge’'s six
enacted budgets have had an
average spending growth of 2.9

Enacted State Budgets
Average Spending Growth

5%

4%

3%

2%

0% -

Enacted Enacted
1985-86 1995-96
to to

1994-95 2000-01

percent. The average growth inthe
enacted budgets during the
previous ten-year period was 5.44
percent.

$216.9 millionin total tax reductions
are included in the 2001-02
recommended budget to help
families andto stimulate job creation
and retention. Tax forgiveness for
working families is recommended

Rainy Day Fund
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to be expanded and the Capital
Stock and Franchise Tax will
continue to be phased out.

With the transfer at the end of
2001-02, the reserve balance in
the Commonwealth’s Rainy Day
Fund will be nearly $1.3 billion,
almosttwenty times the balancein
1994-95.

Rainy Day Fund Balance as Percentage

7.0%

of General Fund Revenue

6.0% 3

5.0% 3

4.0% 3

3.0% 3

2.0% 3

1.0% 5
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PROPOSED TAX REDUCTIONS (DoLLAR AMOUNTS IN THOUSANDS)

Personal Income Tax:
EXPand TaxX FOIMQIVENESS .......coii ittt e ettt e e e e et e e e e e e ntae e e e e e eneneeas $ —-17,800
A claimant’s eligibility income limit to qualify for full tax forgiveness under the special tax
provisions is proposed to be increased from $7,500 to $8,500 for each dependent, ef-
fective January 1, 2001. A qualifying family of four with two claimants and two depen-
dents will owe no tax on taxable income up to $30,000, for a savings of $840.

Tax Savings for a Family of Four
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1,000 -$25

800 - -$20

600 $15

Number of Returns
Income Limit - Family of 4

400 - $10

200 - 85

-$0

Sales and Use Tax:
Personal Computer Plus Tax HOliday ..........ccooiiiiiiiiiiiiiiic e -10,700
The 2000-01 sales tax holiday for qualifying purchases of personal computers and con-
nected equipment is proposed to be continued and expanded to include personal computer
peripherals and Internet access devices. Purchases by individuals for non-business use will
be exempt from the sales and use tax if purchased during designated time periods.
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PROPOSED TAX REDUCT'ONS (CONTINUED) (DoLLAR AMOUNTS IN THOUSANDS)

Minor Taxes:

Repeal NUISANCE TAXES ......oeiiiiiiiiiieaitiie ettt s -1,640
Marriage License Tax — a $0.50 tax on the issuance of a marriage license is proposed to be re-

pealed effective July 1, 2001.

Writ Tax — a tax imposed on the recording or filing of various documents in the county recorder of
deeds and prothonotary offices is proposed to be repealed effective July 1, 2001.

Private Bankers Gross Receipts Tax — a tax of 1 percent of total gross receipts of private bankers is
proposed to be repealed effective January 1, 2001.

Tax Credits:

o] o M@ ¢=Y- 10 o T = D O =T [} TR -2,500
An increase of $2.5 million to the $20 million annual cap on total job creation tax credits is pro-

posed effective July 1, 2001.

Neighborhood Assistance TaxX CreditS ..........cccceiiiierieeeiiie e —12,000
An increase of $12 million to the current $18 million annual cap on total neighborhood assistance

tax credits is proposed effective July 1, 2001. Up to $15 million of the total credits authorized in a

fiscal year may be used to make contributions for qualified educational purposes.

TOTAL PROPOSED TAX REDUCTIONS ... $ —44,640

CONTINUED TAX PHASE-OUT

Capital Stock and Franchise Tax:

PRASE-OUL TAX ...eeiitiieiiieee ettt ettt ettt e e st e e sba e s nbb e e e ssb e e entneeennneas $ 172,300
The second rate reduction of the phase-out - one and one-half mills - was effective for tax years
beginning in 2001. A further one mill reduction will be effective for tax years beginning in 2002

making the rate at that time 6.49 mills.

Capital Stock Tax Rate

16

14

12: / N
/ AN
N \

Mills

Rate Cut

1986 1998 1990 1992 1994 1996 1998 2000 2002 2004 2006 2008
Tax Year

TOTAL TAX REDUCTIONS .....oiiiiiiiiiiiiiiireeieieeeeeeeeeeee ettt $ -216,940
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The goal of this program is to retain and create family-sustaining jobs through
tax cuts; provide capital, technology, marketing and support services to
employers; and provide support and guidance to communities for their
development and economic growth.

RETAINING AND
CREATING JOBS

Tax Cuts For Jobs
The 2001-02 Budget includes the following program changes and funding

e The Capital Stock and Franchise  5mounts in pursuit of this program’s goal.
Tax, regarded as a drawback to

employers in Pennsylvania and a
job-crushing tax that particularly
hurts technology employers, will
be completely phased out by 2009.
A 1.5 mill reduction, effective
January 1,2001 andasecond 1 mill
reduction effective January 1,2002,
to reduce the tax to 6.49 mills.
These reductions will save
Pennsylvania employers an
additional $172.3 million in 2001-
02 over the savings from the 2 mill
tax reduction in 2000.

e A Computer Sales Tax Holiday to
encourage computer use by
Pennsylvania citizens. During two
eight-day periods the 6% sales tax
will be waived for purchases of
personal computers. Thetax holiday
isenhancedtoinclude the purchase
of peripheral equipment.

e JobCreation Tax Credit: Expansion
by $2.5 million, providing
additional $1,000 per job tax credits ) .
to employers that create new jobs Attracting High Technology Jobs o $10millionforthe Brain Gaininitiative
and demonstrate the development e $56.4million in General Fund monies to encourage the retention and
or deployment of leading to be provided through a proposed attraction of young people to
technologies in their industry. Ben  Franklin  Technology Penr?s_ylvama by market|r_1g F’A,

Development Authority Fund that will providing grantsto local organizations

Commonwealth of Pennsylvania 2001-02 Budget In Brief

merge the Ben Franklin technology
centers and the Pennsylvania
Technology Investment Authority to
assist the Commonwealth’s business
community in implementing
Technology 21 recommendations and
to provide innovative financing for
small- and medium-sized technology
firms; stimulate expansion of electronic
commerce; and coordinate university-
based research in high technology
fields.

and internships.

$5.5million for Interactive Marketing
to continue internet-based marketing
forbusinessattraction and the attraction
and retention of students and
knowledge workers.

$1.5millionincrease forthe marketing
efforts of local industrial development
agencies.

$500,000 increase to Small Business
Development Centers to support the
continued use of videoconferencing
technology to serve rural communities.
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RETAINING AND CREATING JOBS (CONTINUED)

Workforce Development Strategy

e $37.5 million for customized job
training to ensure Commonwealth
citizens are equipped for employment
in new and growing businesses.

e $238 million in Workforce Investment
Federal funds for adult, youth and
dislocated worker career development.

e $8.2 million for SciTech and
Technology Scholarships to provide
anincentive for Pennsylvaniastudents
to pursue education and training in
science and technology and stay in
Pennsylvania after graduation, thus
expanding the Commonwealth’s
skilled workforce.

e $850,000 in State and $2 million in
Federal funds to implement the
Cyberscholarships Program, which
provides Internet-skills training for
qualified workers and job seekers.

International Trade/Export

e $900,000 increase for international
trade missions and offices.

Assistance for Employers

e $74 million for programs to develop
infrastructure and provide incentive
grantstoemployerswishing to expand
or relocate in the Commonwealth.

Securitization of the Small Business
First Fund to support loan programs
totaling $50 milliontoaid inexpansion,
pollution abatement and export
development of small businesses.

Securitization of the Machinery and
Equipment Loan Fund to support loan
programs totaling $30 million.

Aiding And Promoting Agribusiness

$4.3 million for the Animal Health
Commission to prevent and control
animal diseases through research and
diagnostic services.

$3.6 million for Agricultural Research
to enhance the quality and quantity of
agricultural products.

$3.3 million for planning and
prevention of the discharge of
agricultural nutrient pollutants.

$3.1 million to indemnify growers
affected by the Plum Pox Virus.

$2.2 million for Product Promotion
Marketing, Education and Exports to
develop and expand domestic and
international markets for Pennsylvania
agricultural products.

Improving Communities for
Technology and Living

Commonwealth of Pennsylvania 2001-02 Budget In Brief

$11.5 million for New Communities,
which combines the Main Street and

Enterprise Zone programsand expands
them by $2 million. The Digital E-
Readiness program will bring Internet
access to pilot communities. The
Anchor Buildings Program will
redevelop a building in a downtown
area to serve as a central focus of
downtown commerce.

$1 million increase for sound land use
activities.

$640,000 increase for Local
Development Districts to continue
assistance to enhance the adoption of
information technologies by local
government.

Reinforcing Our Commitment To
Tourism

e $6.5 million to facilitate regional

marketing to attract tourists through
coordination of local efforts.

$1 million for the tourism development
program to encourage multi-county
attraction and destination
development.

$250,000 increase for Tourist
Promotion Assistance matching funds
for local tourist promoting agencies
resulting in a total of $11.5 million in
State funds for marketing the cultural

and historical assets of the
Commonwealth.
Back to Contents 8



EDucATION

The goal of this program is to provide a system of learning experiences and
opportunities that will permit all Pennsylvanians to achieve their potential.

The 2001-02 Budget recommends the following program changes and funding
amounts in pursuit of this program’s goal.

Basic Education

e $6.4 billion in State support
provided to the 501 local school
districts.

e Increased fundingto Pennsylvania
public schools of more than $275
million. Itincludes $44 millionin
savings that will accrue to local
school districts, intermediate units
and vocational-technical schools
due to areduction in the employer
contribution rate for school
employees’ retirement.

e Of the total $3.94 billion Basic
Education funding provided to
school districts, 41 percent ($1.6
billion) goes to the poorest 125
school districts which have 26
percent of all public school
students; and 13 percent ($518
million) goes to the wealthiest 125
school districts which have 30
percent of all public school
students. Commonwealth support
on average is equal to $3,860 per
student for the 125 poorest school
districts and $1,021 per student
for the 125 wealthiest school
districts.

$151.7millionincrease, or four percent,
for Basic Education Funding - the
largest increase in six years.

$78.3 million increase, or 10 percent,
for Special Education - the largest
increase in a decade.

$26.7 million for School Improvement
Grants to continue to improve student
performance in the State’s lowest
performing school districts.

$23.6 million for Education Support
Services to purchase after-school
assistance for elementary studentswho
are not performing at grade level in
reading and math.

$18.2 million increase in the State’s
share of local education costs for School
Employees’ Social Security.

$8.6 million increase in the Authority
Rentals and Sinking Fund Program for
infrastructure reimbursement and to
enable Charter Schools to participate.

$5.9 million increase to strengthen and
expand the PA Assessment Test to
incorporate the new academic
standards.

$4 million to implement a statewide
system of teacher assessment in order
to generate aggregate data to help
school districts target professional
development.

$3.4 million, which provides a 10
percent increase in funding for the
School Performance Incentive
Program that rewards schools that
significantly improve their academic
achievement and effort.

$2.3 million increase, more than four
percent, for Vocational Education.

$2 million increase to expand funds
for Charter School start-up grants.

$1.1 million increase for Safe and
Alternative Schools Programs.

Early Childhood Initiative

e 3$5.3 million increase, or nearly six

percent, for Early Intervention.

e $1.8 million in total funds for school

readiness and literacy programs and
early childhood development services
and training.

State Support for Local School Districts

Billions

199

Commonwealth appropriations in direct support of local school districts have
increased since 1994-95 by $1.6 billion.

Commonwealth of Pennsylvania 2001-02 Budget In Brief
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E DUCATION (CONTINUED)

Commonwealth
Appropriations in
Direct Support of
Local School Districts*

(Dollar amounts in thousands)

1999-00 2000-01 2001-02
Actual Available Budget
Basic Education Funding ............ccceeevviveniennnne $3,677,294 $ 3,791,813 $ 3,943,485
Special Education ............cccccviiieniiiniiniieneene 719,500 783,089 861,398
Pupil Transportation.............cccocoveeieviiiiiennenns 386,707 445,092 415,744
School Employees’ Social Security .................. 350,328 378,820 397,009
Authority Rentals and Sinking Fund
—— ReqUIremMents .........cccceeveeeiiiniiiiiene e 253,766 267,451 276,061
Early Intervention .............cccceviiiiiciiiiiicniens 84,719 93,503 98,803
Special Education - Approved Private Schools 59,808 61,602 63,450
Vocational Education .............ccocceveiiieeniiinnnnns 51,523 53,069 55,378
Technology Initiatives Nonpublic anq Charter School Pupil

TranSPOrtation ............ccveecveeiireeinneee e 56,009 55,392 54,358

e $26.6millioninfundingtolocal school Tuition for Orphans and Children Placed in
districts for integrated learning Private HOMES ......c.cceevevirineirereineeneie e 40,079 42,960 43,498
systems, the development of two new Performance INCENHVES ...........ccoveervereencucunnes 16,769 33,538 36,892
digital school districtsand continuation Safe and Alternative Schools ...............ccccuv.... 31,563 35,200 36,256
ofaspending analysis and management School Improvement Grants ... 0 25,000 26,661
project. Technology Initiative .............cccceeviiiiciiicicnne 20,150 21,450 26,600
PA Charter Schools for the Deaf and Blind ...... 23,847 24,999 25,749
e $5.5 million in funding for higher Read 10 SUCCEEM ........oovvveereeeeereeeeeneeeeeeenes 35,000 25,000 25,000
education technology grants focused SChOO! FOOA SEIVICES .....ovvvveerrres oo, 16,719 24,186 24,433
on innovative approaches to Intermediate Units 5,835 6,127 6,311
community-based networking and Teen Pregnancy and Parenthood...................... 1,407 1,500 1,725
curriculum  development for Administrative/Instructional Consolidation ....... 1,500 1,500 1,500
information science and technology Education Mentoring .............coceevvvvevrrerrennenees 979 1,200 1,200
programs. Education of Migrant Laborers’ Children .......... 727 727 751
o ) Homebound Instruction 643 662 746
e $8 million '[0. e_nable_ nonpUb“C Comprehensive Reading ...........ccccoceeiirinnnnnn. 300 300 300
SC_hOOIS to partlc_lpate n _the ben- Payments in Lieu of Taxes ..........cccocevvvrvrvenns 182 182 180
efits afforded by information tech- Education of Indigent Children ....................... 13 116 116
nology. Vocational Education Equipment Grants ......... 0 10,000 0
School District Demonstration Projects ........... 12,613 6,700 0
Alternative Education Demonstration Grants... 0 1,000 0
School-to-Work Opportunities .............cccccueenee. 436 500 0
TOMAL oo $5,848,516 $6,192,678 $6,423,604

* Includes appropriations which are distributed to school districts, intermediate units, area vocational-technical
schools and special schools.

In addition to the above funding, decreases in the employer contribution rate for school employees’
retirement combined with other estimated cost changes will save local education agencies approximately
$44 million in 2001-02. Over the six-year period 1996-97 through 2001-02 the cumulative savings to local
education agencies will be approximately $1.34 billion.

Commonwealth of Pennsylvania 2001-02 Budget In Brief Back to Contents



E DUCATION (CONTINUED)

Libraries, Reading and Literacy

e $138.7 million in total funding for

Millions

public libraries, the Read-to-Succeed
initiative and adult- and family- literacy
programs statewide:

V' $75.3million, a$13million or
21 percent increase, to further
enhance support of local
libraries’ operating budgets
andtoenable local, countyand
district libraries to streamline
operations and coordinate
programs to reach new patrons.

V" $25 million for the third year
of the Read-to-Succeed
initiative to help ensure
Pennsylvania’sschool children
learn to read by grade 3.

v $19.7 million to support and
expand adult- and family-
literacy programs.

1994-95

Total Commonwealth support for public libraries has
increased by $60.3 million from $29.4 million in 1994-95 to

Higher Education

$9.2 million, or a more than 5 percent
increase, for Pennsylvania’scommunity
colleges, plus continuation of the $2
million workforce-development
initiative to encourage the formation of
partnerships with industry to improve
the State’s supply of skilled employees
and meet employment needs.

$18 million, or 4 percent, increase for
the State Universities appropriation
within the State System of Higher
Education.

$16.8 million increase, or 3 percent,
for operating costs at the four State-
related universities. The funding
increases are as follows:

(in Millions)

Penn State University ....... $ 7.3
University of Pittsburgh ..... 4.5
Temple University .............. 4.7
Lincoln University .............. 0.3

2001-02

$89.7 million in 2001-02, an increase of 205%.

o $8 million, a $2 million increase, for

the higher-education graduation
incentive programto encourage public
and private higher-education
institutions to help undergraduate
students complete degrees within four
years.

e $22 million, or 7 percent, increase for

the ongoing Grants to Students
Program and a $525,000 increase for
the Keystone Academy at Cheyney
University.

Student Aid

Higher Education Assistance Agency

$350

$300

I:‘ SciTech Scholarships

. Grants to Students

Millions

$250

$200
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2001-02

Since 1994-95, State funding for student aid has increased
by $138 million or 67 percent.
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PROTECTION OF
PERSONS AND

The goal of this program is to protect lives and property from crime and natural and
man-made disasters.

The 2001-02 Budget recommends the following program changes and funding

PROPERTY

Law Enforcement and Protection

e $1.2 hillion for the operation of the
State Correctional Institutions.

e $25.2 million for the continued
developmentand implementation of
the State Police Incident Information °
Management System.

e $24.8 million to the State Police for
the Commonwealth Law °
Enforcement Network including
$5.8 million to redesign the criminal
history repository.

e $22.1 millionto operate the new 600 °
bed State Correctional Institution at
Pine Grove for incarcerated young
adult offenders.

e $12.2 million to improve the
Department of Corrections’
information technology.

e $11.8 million to provide resources
for base stations and mobile and °
portable radio equipment for State
Police participation in the Statewide
Public Safety Radio System.

e $7.2 million to operate additional °
housingatthe Laurel Highlands State

amounts in pursuit of this program’s goal.

Correctional Institution, provide
increased staffing infood service areas
and increase security staffing at State
Correctional Institutions.

$6.9 million for the training of 148
State Police cadetsand for their service
as troopers during 2001-02.

$4.3 million to provide base stations
and mobile and portable radio
equipment for the Board of Probation
and Parole.

$2.5 million to expand community
housing arrangements for the
Department of Corrections.

$2.5millionin State funds for increased
availability of behavioral health
services for criminal offenders with a
dual diagnosis of mental illness and
substance abuse problems.

$1.8 million to provide base stations
and mobile and portable radio
equipment for the Department of
Military and Veterans Affairs.

$1.5 million to provide additional
civilian administrative support to

State Correctional Institutions
Capacity, Inmate Population and Operating Costs
Number Millions
40,000 F $1,300
/. ;$1,200
35,000 g
1 ;$1,100
Capacity SQ.000 ?$1’000 .
and 1 L $900 Operating
] F Cost
Inmates 25’0007, }$800
1 -$700
20,000 i
] 5600
15,000 -} - $500

1995-96
. Capacity . Inmates
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—&— Cost

enable State Police Troopers to focus
on law enforcement duties.

$1.5 million to redesign and automate
existing database applications for the
Municipal Police Training Program.

$1.4 million to expand basic and
vocational education programs at
various State Correctional Institutions.

$1.2 million to provide hepatitis
vaccinations to inmates and staff of the
Department of Corrections.

$466,000 to increase the surveillance
and investigation of criminal activity
occurringthrough the use of computers.

$454,000 to increase liquor control
enforcement activities.

$370,000 forequipmentenhancements
at the State Police crime labs.

Crime Prevention

e $9millionincrease in State and Federal

funds, for a total of $12.4 million, to
expandthe activities ofthe Governor’s
Partnership for Safe Children.

e $2 million increase, for a total of $10

million, to implement research-based
juvenileviolence prevention programs
in 12 additional communities.
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PROTECTION OF PERSONS AND PROPERTY (conriuen)

e $2.4 million increase, for a total of

$15.6 million, for school and
community-based, intensive
supervision and aftercare services for
juvenile offenders.

$1.2 million increase, for a total of
$5.2 million, to expand the Drug
Abuse Resistance Education
(D.A.R.E.) trainingand programming
as well as programming in Gang Re-
sistance Education and Training.

$1.2 million increase, for a total of
$2.3 million, to build upon the Weed
and Seed Program by doubling efforts
to support juvenile violence preven-
tion programs and litigation efforts
against liquor and drug nuisance prop-
erties.

Growing Greener

e $645.9 million over five years from

the Environmental Stewardship Fund
for Growing Greener to address major
environmental issues of the 21st
Century.

The recommended Growing Greener
budget for 2001-02 includes:

v" $37.9 million for watershed
preservation and restoration.

v' $32.9 million for stormwater,
water and sewer grants.

v' $24.7 million to rehabilitate,
repair and develop State Parks
and Forest land facilities.

v' $20.6 million for farmland
preservation.

v $10 million for abandoned mine
reclamation and remediation.

v/ $8.2 million in grants to
communities for conservation and
open space projects.

v' $3millionto plugabandonedand
orphan oil and gas wells.

v" $1millionforgrantsand matching
grants for stormwater, water and
sewer infrastructure projects.

v" $500,000 for grants to counties
and local governments for
conserving biological diversity.

Other environmental initiatives
include:

Commonwealth of Pennsylvania 2001-02 Budget In Brief

$7 million to provide resources for
a new full-cost surface coal min-
ing bonding program.

$4.6 million for land use planning
grants and assistance.

$4 million to provide grants to
municipalities for the remediation
of waste tire piles.

$2.2 million to provide additional
resources for laboratory renova-
tions and lease arrangement.

$2 million to convert Land Recy-
cling and Waste Management pa-
per documents to electronic records
by using electronic document man-
agement system tools.

$1.5 million to provide additional
gypsy-moth spraying.

$781,000 to provide training reim-
bursement and administrative sup-
port for the Wastewater Operator
Certification Program.

$500,000 to develop a pilot elec-
tronic document imaging program
and management system.

$500,000 to remove the remnants
of the Felix Dam.

$300,000 to provide training to
support the sound land use pro-
gram.

$250,000 to support the Pennsyl-
vania Sea Grant Program, promot-
ing the stewardship of coastal re-
sources.

$200,000 to review radiation moni-
toring plans at municipal waste
landfill, resource recovery and
waste transfer facilities.
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HEALTH AND
HumAN SERVICES

Children’s Services

e $393 million in total funds to continue
child care for 178,000 children of low-
income working families and TANF and
former TANF families.

e $172 million in State and Federal funds
in 2001-02 to serve almost 125,000 chil-
dren through the Children’s Health In-
surance Program.

e 3$15 million in Federal funds to provide
before- and after-school programs and
youth development activities.

e $10million in Federal funds to continue
to provide quality improvements, capac-
ity building and operational enhance-
ments for child care centers.

e 39 million in total funds to promote and
enhance adoption efforts.

e $8 million in Federal funds to enhance
youth employment and training, preg-
nancy prevention and after-school pro-
grams.

e 31 million in Federal funds to provide
enhanced independent living services for
youth in substitute care.

e $500,000 in State funds to implement
enforcement and prevention activities to
reduce youth access to tobacco.

Early Childhood Initiative

v $10 million in Federal funds to
provide challenge grants to in-
crease the capacity of child care
centers in areas with unmet need.

The goals of this program are to ensure that citizens of the Commonwealth have
access to a comprehensive quality medical care system; to help people attain self-
sufficiency through employment, training, child care and cash assistance; to provide
veterans’ assistance; and, to provide a system of services that maximize the capacity
of individuals and families to participate in society.

The 2001-02 Budget recommends the following program changes and funding

amounts in pursuit of this program’s goal.

v $10 million in total funds to pro-
vide pre-school children in the
Commonwealthaccessto Internet-
based learning tools and program
content.

v/ $7.2 million in Federal funds to
provide nurse home visitation ser-
vices for high risk pregnancies.

v $4.1 million in total funds to pro-
vide Early Intervention services
for an additional 1,150 children
under age three.

v $4 million in Federal funds to in-
crease parent-child interaction,
better preparing children to enter
school ready to succeed.

v $4million in Federal funds to pro-
vide low-income families access
tocomputersincommunity-based
settings.

V" $2 million in Federal funds to fa-
cilitate development of additional
full-day, full-year comprehensive
Head Start child care services.

v" $692,000 in Federal funds to train
child care staff in the use of tech-
nology in the classroom.

v" $500,000in Federal fundstoimple-
mentachild abuse prevention pub-
lic awareness campaign.

Health Investment Plan

e $135.6 million in Tobacco Settlement
funds for adult health insurance, includ-
ing $25.8 million to extend the Medical
Assistance Program to disabled people.
Individuals will pay a basic monthly
premium for the coverage.

e $123.9 million in Tobacco Settlement
funds for health-related research propos-
als from Pennsylvania-based researchers
and institutions, including $90 millionin
one-time 2000-01 funds for biotechnol-
ogy research centers.

e $53.9 million in Tobacco Settlement
funds for home and community-based
care of which $27.8 million will be used
to implement community long-term care
system reforms for older Pennsylvanians.

Child Care Capacity Growth

180,000

135,000

Children

90,000

45,000

1994-95

| .

2001-02

D Low-Income Working Families I:‘ Former TANF Families . TANF Families

In 2001-02, the child care system will serve an estimated 53,000 more children of
low-income working families than in 1994-95, an increase of 215%.

Commonwealth of Pennsylvania 2001-02 Budget In Brief
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HeALTH AND HUMAN SERVICES (conminuen)

e $33.9 million in Tobacco Settlement
fundsto reimburse hospitals for uncom-
pensated care costs incurred on behalf
of uninsured individuals.

e $33.9 million in Tobacco Settlement
funds to significantly expand commu-
nity-based programs to prevent tobacco
use.

e $16.9 million in Tobacco Settlement
funds to significantly expand the pro-
gram to encourage cessation of tobacco
use.

e $16.9 million in Tobacco Settlement
funds to leverage private investment in
healthcare related companies.

Helping People Help Themselves

e $33 million increase in total funds to
expand the availability of affordable
housing opportunities for low-income
families.

e $29millioninadditional State and Fed-
eral funds to provide enhanced employ-
mentand training opportunities, includ-
ing services for individuals with signifi-
cant barriers to employment.

e $2 million in Federal funds to expand
the availability of homeless assistance
services.

e $2 million in Federal funds to promote
assetaccumulation by low-income fami-
lies through matched savings accounts.

e $1.2millionforsupported employment
which provides job placement in the
community with on-site intensive
training.

Health Care for Low-Income
Pennsylvanians

e $3.4 billion in State funds to maintain
comprehensive medical coverage for
1.4 million children, pregnant women,
older Pennsylvanians and people with
disabilities meeting current income eli-
gibility guidelines.

e $307.4 million in total funds to provide
for the expansion of the HealthChoices
program into the ten county Lehigh/
Capital region.

e $248.6 million in total funds for pre-

mium increases for managed care orga-
nizations under the HealthChoices South-
east and Southwest Programs.

$87.1 million in total funds to provide
for the HIV/AIDS Risk Pool in the
HealthChoices Program.

$84 million in total funds to provide for
special population adjustments in the
HealthChoices Program.

$10.2 million in total funds to provide
tobacco cessation products and counsel-
ing for Medical Assistance recipients.

$8.5 million in total funds to provide
psychiatric rehabilitation services
through the HealthChoices Program.

$7.4 million increase in total funds for
enhanced Medical Assistance transpor-
tation services.

$3.9 million in total funds to enhance
dental benefits.

$2.5 million in Federal and other funds
forimproved Early and Periodic Screen-
ing, Diagnosis and Treatment reporting.

$1.3million intotal funds to enhance the
schedule of preventive well-child health
services provided to children enrolled in
the Medical Assistance Program.

$834,000 in State funds to implement
improved testing procedures to better
identify and more appropriately treat
sexually transmitted diseases.

$829,000 in State funds to improve the
timeliness of hospital licensure and cer-
tifications surveys, enhance the monitor-
ing of hospital corrective action plans,
and improve the investigation of hospital
incidents and complaints by facilities
and consumers.

$500,000 in State funds to provide coun-
seling and referral services for HIV-
infected individuals and their partners.

$300,000in State fundsto address health

disparities impacting racial and ethnic
minority groups through public/private
partnerships.

Commonwealth of Pennsylvania 2001-02 Budget In Brief

e $200,000 in State funds to expand and
enhance sickle cell community-based
educational support services.

e $114,000 in State funds to examine the
multi-faceted and complex issuesrelated
tomedical errors and other adverse medi-
cal events.

Human Services

e $79.1 million increase in State funds to
continue the County Child Welfare needs-
based program.

e $7.5 million in total funds to provide
county child welfare caseworker train-
ing.

e $4millioninFederal funds forenhanced
services to victims of domestic violence.

e $1 million in Federal funds to provide
rape preventionand education programs.

Helping Pennsylvanians With
Disabilities
e $161 million in total funds for voca-
tional rehabilitation services.

e $42.9 million increase in total funds to
further enhance community opportuni-
ties for persons with mental retardation.
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HeaLTH AND HUMAN SERVICES (conrinuen)

e $41.3 million in total funds for direct
careworker recruitmentand retention ini-
tiatives.

e $19.4 million increase in total funds to
provide home and community-based ser-
vices to 427 persons with disabilities.

e 39 million increase in State funds to
provide home and community-based ser-
vices to 230 individuals currently resid-
ing in State mental hospitals.

e $6.6 million in total funds to strengthen
community oversight of mental retarda-
tion services.

e $5 million in Federal funds to assist
individuals with disabilities to purchase
or modify their homes to accommaodate
their disability.

e 3$2.5millionfor respite care services for
families of children with severe disabili-
ties and significant needs.

e $1.9 million increase in State funds to
provide vocational rehabilitation services
to an additional 1,285 individuals under
the State-only funded program.

e $1.1million forthe Independence Capi-
tal Access Network Program to provide
grants to businesses to support the pur-
chase of specialized or adaptive equip-
ment for employees with disabilities.

e $382,000increase toserve an additional
248 persons through the Centers for In-
dependent Living.

e $300,000 for a loan guarantee program
for persons with disabilities to obtain
assistive technology devices.

Services To Older Pennsylvanians

e $150.6 million from the General Fund
and Lottery Fund to maintain transporta-
tion programs that will provide over 45
million free and 6.6 million shared rides.

e $60.5 million for Veterans Homes in-
cluding $6.2 million for the opening of
the 170 bed Delaware Valley Veterans
Home.

e $14.9 million in total funds to increase
the residential component of the Supple-
mental Security Income State supple-
ment for personal care and domiciliary
careresidentsaswell as provide Medical
Assistance services to additional recipi-
ents who become eligible as a result of
the increased State supplement.

e $7.1 million increase in State funds to
continue the PENNCARE Program for
older Pennsylvanians and provide ser-
vices to an additional 135 persons in the
PENNCARE Attendant Care Program.

e 3$2 million to continue improvements to
community senior centers.

e $867,000 in State funds to investigate
an increased number of reports of sus-
pected elder abuse.

e $200,000in State fundsto provide health
insurance counseling to additional older
consumers.

Technology for Human Services

e 3$22.9 million in total funds to redesign
the managementinformationand claims
processing systems for the Medical As-
sistance Program, including eligibility
determination and utilization review.

e 3$4.4 million in State funds to redesign
and integrate the human services
business processes and information
systems, develop an integrated client-
based data system for the Office of
Social Programs, and expand informa-
tion technology for the human services
licensing process.

e $3.7million in State funds to implement
anew vital statistics processing system,
to assess the automation needs of patient
information data at the State health care
centers and to provide administrative
support.

Commonwealth of Pennsylvania 2001-02 Budget In Brief
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TRANSPO RTATION The goal of this program is to provide an intermodal system which meets the needs

of citizens, commerce and industry for the fast, efficient and safe movement of
individuals and cargo within the Commonwealth, and to link them with national and
international systems.

The 2001-02 Budget recommends the following program changes and funding
amounts in pursuit of this program’s goal.

Transportation Administration

e $25millionforadvanced maintenance technologiesand more efficienttransportation o
systems. $1.2007

e $10.6 million in initiatives to provide for technology system enhancements. s1.000 ]

State Highway and Bridge Maintenance

$800
e 3$1.268billion, including $193 million in Federal funds, for the maintenance of the ]

Commonwealth’s bridges and highways. Also included is a $15 million initiative so00.
to enhance road safety conditions in all 67 counties in the Commonwealth. 199495 2001-02

Welcome Centers

illions

e $275,000 initiative to provide interactive traveler information kiosks at each
Welcome Center.

Mass and Rural Tran i

Mass Transportation )

e $830 million, including $754 million in State funds and $76 million in Federal
funds, for operating and capital assistance to mass transit agencies.

199

Intercity Transportation

e $8.5 million for rail freight assistance.

e $2.2 million to subsidize intercity transportation. EI i

State Highway and Bridge Construction

e $1.6 billion, including $594 million in State and $1 billion in Federal funds, for
new construction and major repairs of highways and bridges.

Air Transportation 199

e $7.8 million to improve public airports.

Millions

$300

Local Road Maintenance and Construction Payments

e $286milliontomunicipal governments for local road maintenance and construction.  sz7s-

$250

Safety Administration and Licensing

e $6.1 million to complete the reissuance of motor vehicle license plates. $225-|

e $2.7 million initiative to expand online motor vehicle transactions. $200

1994-95 2001-02
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RECREAT'ON AND The goal of this program is to provide sufficient opportunities for individual and
group recreation and cultural growth.

CULTURAL
The 2001-02 Budget recommends the following program changes and funding

E NRICHMENT amounts in pursuit of this program’s goal.

e $100 million investment in e $325,000 to produce a series of e $300,000 to complete the White
Pennsylvania’s museums, including regional outdoor recreation guides Haven-Lehigh Gorge Trail.
$80 million for the State Museum of for distribution on the PAPowerPort.
Pennsylvania in Harrisburg and $20
million for other historic sites and
museums.

e $2.9milliontoprovide full-time Forest
Rangers to enhance visitor services
and public safety in State Forests.

e $1.4 million increase, for a total of
$15.4 million, for the Grants to the
Arts Program.

e $1.3milliontoprovide K-12 education
and workforce training directly to at-
home learners and workplaces via
digital television programming.

e $716,000 to provide equipment and
support for the new Nescopeck State
Park facilities.

e $685,000 to develop an information
technology network infrastructure
supporting State Parks and Forests.
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DIRECTION AND
SUPPORTIVE
SERVICES

Information Technology to Position
State Government as a 21+ Century
Leader

$46.5 million to continue to redesign
and integrate the Commonwealth’s
budget, accounting, payroll,
procurementand personnel systemsto
improve the efficiency and
effectiveness of State Government.

$26.2 million for information commu-
nication, including equipment, com-
munications facility infrastructure im-
provements and e-business software
and support systems.

$25.6 million for enterprise-wide
information technology projects
including telecommunications,
desktop computing and data center
consolidation.

$15.2 million to continue develop-
ment, maintenance and support of the
Integrated Criminal Justice Network
(INET) including $2.8 million for con-
tinued implementation, enhancement
and maintenance of the Juvenile Track-
ing System.

The goal of this Commonwealth program is to provide an effective administrative
support system through which the goals and objectives of the Commonwealth

programs can be attained.

The 2001-02 Budget recommends the following program changes and funding

amounts in pursuit of this program’s goal.

e $10 million to continue to provide
electronic government solutions.

e $4.1million to continue development
and implementation of an intranet-
based litigation management software
system for the Office of General
Counsel.

e $1.7 million to continue implementa-
tion of a case processing, management
and tracking system in the Human Re-
lations Commission.

Other

$8.5 million to integrate voter
registration databases in the
Commonwealth.

$1.9millionin State and other funds to
improve the business registration
system and improve access to
information about registered entities.

$823,000 to redesign and automate
the notary public application process.

$500,000 to implement a system for
filing of campaign finance reports via
the internet.

Authorized Salaried Complement

22,500

20,000

17,500

15,000 +—

12,500 +—

10,000

Jan. 1995 June 2002

Corrections,
Board of Probation & Parole,
State Police
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75,000

70,000 ——

65,000 +—

60,000

Jan. 1995 June 2002

All Other Agencies
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Personnel Complement 2000-01 2001-02

e This budget proposes a net increase of 225 Current S8 BUHEEINEIEEIEIES

salaried complement positions. Excluding new Corrections, Board of Probation

public safety and law enforcement positions & Parole, State Police........... 21,503 21,892 389
necessary for the State correctional institutions, All Other Agencies.................... 63,989 63,825 -164
the probation and parole system and the State

Police, the total salaried complement decreases Total . . 85492 85717 225
by 164 positions.

SALARIED COMPLEMENT BY AGENCY

Full-TimeEquivalent (FTE)
The following isa summary, by department, of the 1999-00 actual, 2000-
01 available and 2001-02 recommended salaried complement levels on a full-time
equivalent (FTE) basis.

Difference
1999-00 2000-01 2001-02 Budget vs.
Department Actual Available Budget Available
Governor’'s OffiCe .......ccoeiiieeiiiieniieeee e 91 91 91
Executive OffiCes .......ccoriiiiiiiiiiiiie e 2,260 2,336 2,377 41
Lieutenant Governor’s Office .........cccevvveeneenieenne. 17 17 17
Yo [ o P 108 109 111 2
AQFICUIUNE . 638 638 647 9
BanKing .......ooeiiiiiiie e 124 121 121
Civil Service COMMISSION ........cocveeriieeiiiieiiieeens 181 180 180
Community and Economic Development ............. 343 342 344 2
Conservation and Natural Resources ................... 1,321 1,339 1,384 45
COITECHIONS ...veevieiieieiee ittt 14,320 14,814 15,067 253
EdUCALION ..ot 834 843 844 1
Emergency Management AgeNncCy ..........cccccecuvveee. 141 142 150 8
Environmental Hearing Board .............ccccceeevuieenns 22 22 22
Environmental Protection .......... . 3,154 3,172 3,184 12
Fish & Boat Commission.... 441 441 441
Game Commission... - 731 731 731
General SEIVICES ........cooiiiiiiienieiiesiese e 1,326 1,343 1,333 -10
Health ..o 1,395 1,423 1,462 39
Historical and Museum Commission .................... 345 350 355 5
Infrastructure Investment Authority .............cccocc.ee 23 23 25 2
INSUFANCE ... 305 309 324 15
Labor and INAUSEIY .......cocovviiiieciee e see e 6,401 6,412 6,412
Liquor Control Board ...........ccceeveuveeeiieeesiieeeiieaennns 2,969 2,969 3,037 68
Military and Veterans Affairs ............ccccoeeceeeiieeenns 2,082 2,102 2,481 379
Milk Marketing Board ............ccceeiiiiiiiiniiiieiieee 36 36 36
Municipal Employes’ Retirement............c.cccccueeennee 24 25 25
Probation and Parole Board .............ccccceeieenieenee. 960 987 1,033 46
Public Television NetwWork ...........cccevvvverieneennennne. 20 20 20
Public Utility CommisSion ...........cccevvvuveiiieeeiieeanns 538 538 533 -5
Public WEIfare ..........cccocoeeiieiiiiiiiieieee e 22,956 22,290 21,496 —794
Revenue .......... - 2,279 2,279 2,279
School Employees’ Retirement System. 290 290 290
Securities Commission ... . 83 84 93 9
SEALE .ttt 405 407 415 8
State Employees’ Retirement System .................. 192 192 192
State POlICE ....oovueeiiiiiiiieieeie e 5,673 5,702 5,792 90
Tax Equalization Board ...........cccceeecieiniieeiiieeniieenne 22 22 22
Transportation 12,351 12,351 12,351
TOTAL ALL DEPARTMENTS ....ooooiiiiiiiienieeieen 85,401 85,492 85,717 225
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Health Investment Plan

“Making Pennsylvanians healthier should be our top priority”

In 1998 Pennsylvania became part of the Tobacco Master Settlement Agreement (MSA) with the five major tobacco manu-
facturers. The MSA provides a perpetual reimbursement to states for the costs incurred as a result of tobacco use.
Pennsylvania’s share of the MSA funds has anticipated annual payments ranging between $389 million and $460 million.

Pennsylvania has positioned itself as a national leader by proposing that the use of the tobacco settlement proceeds be
limited to initiatives designed to improve the health status of its citizens. The following five principles were developed to
guide the Commonwealth’s use of the tobacco settlement proceeds:

¢ Make Pennsylvanians healthier.

¢ Leave a legacy for the future.

* Develop flexible programs and initiatives.

* Build on existing government services before creating new ones.
* Focus on initiatives that do not grow government.

This budget continues to recommend the following Health Investment Plan priorities and funding allocation percentages. In addition,
$90 million is available in 2000-01 for regional biotechnology research centers.

* Health Care Insurance for the Uninsured 40%
¢ Home and Community Based Care 15%
¢ Tobacco Prevention Programs 10%
* Tobacco Cessation Programs 5%
* Broad-Based Health Research 10%
e Venture Capital 5%
¢ Uncompensated Care 10%
* Endowment Account 5%

TOTAL 100%

Early Childhood Initiative

“Ensuring that Pennsylvania’s children are healthy, safe and ready for school”

Pennsylvania’s children are among our most precious resources. This Administration’s commitment to the health,
education and well-being of Pennsylvania’s children has been demonstrated in past budgets and is reflected
again in this budget. Our vision is that all children in Pennsylvania are healthy, safe and ready to succeed in
school. This budget proposes to build upon the existing programs and services for young children, in accordance
with the following goals.

* All children are healthy.
» All children are safe.
* All children are ready for school.
Below is a summary of new and expanded early childhood initiatives, totaling approximately $48 million.

(Dollar Amounts in Thousands)

State Funds Federal Funds
Department of Education
==V YA @ a1 (o g ToToTo I =l [FToz- Vil ) o NSRS $ 1,500
Early Childhood Development and Education .. " $ 250
Expanded Early INtervention SEIVICES ........coiuiiiiiiiiiiiiiiii ettt naee e 5,300
Department of Public Welfare
Child Abuse Prevention CampPaign ........cceeiueeeiuereiieeeiieessreessieeeseeessneeesssesssssessssseesssssesssssesses 500
Expanded Early INtErveNtioN SEIVICES ........cccuiiiiiiiiiieiiesiieeie et 3,794 325
Parent-Child Home Program . 4,000
CYDEISTAN TIAIMING ....eeiueiieiiitie ettt ettt b ettt b e et e e beene e b eneanne 692
Head Start Collaboration ProjECT............uiiiiiiiiie et ee e et saee e sreaeenneee e 2,000
Commission on Crime and Delinquency
Nurse Home ViSitation PrOGram ........cccccccuieiiieeiieeiieeesiieeseeesteeesieeesaeeessseeesseeeaneeesnseeessnessnnes 7,200
Department of Community and Economic Development
Cyberstart Infrastructure DeVeIOPIMENL ..........cuii it 8,400
Bridging the Digital Divide ....................... . 4,000
Child Care Start-Up Challenge Grants 10,000
TOTIAIL et PO P RTTURRTO $ 10,594 $ 37,367
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A The Lieutenant Governor is leading the Privatize, Retain, Innovate, Modify
and Eliminate (PRIME) process which is implementing the recommendations
from the Improve Management Performance and Cost Control Task Force
Commission study of 1995.

To date, 520 PRIME initiatives have been completed. It is estimated that over
$580 million has been saved, reallocated or earned from completed projects.

Examples of work in progress or implemented include the following:

e The Department of Revenue has implemented two web-based applications for businesses. In the first, new
businesses can register with the department via the internet eliminating the need to complete an over 20
page paper application. In the second, all businesses now have the opportunity to file their Sales and Em-
ployer taxes through the Web saving them time and the expenses associated with processing these taxes
manually.

e The Department of Health in cooperation with the Department of Aging designed a method to allow for more
effective administration of renal program pharmaceutical payments. Payments are now made within 14 days
versus the 60-90 days under the previous system. A savings of $1.9 million resulted from this innovation.

e The Department of State will complete an initiative that will reduce the time needed to process and certify
notaries in Pennsylvania.

e The Pennsylvania State Police will undertake methods to reduce the time needed to receive and process
applications for criminal background checks.

Responsible environmental management is not only the right thing to do, it
also contributes significantly to the reduction in the use of materials, energy
A®  and production time.

The Governor’s Green Government Council was established in March 1998
with the intention of having the Commonwealth government set an example
in moving toward the goal of a sustainable Pennsylvania.

Governor’s Green Government Council

Significant highlights include:

e Provision of Statewide training on the Department of General Services’ new procurement process to enable
agencies to acquire guaranteed energy savings services when retrofitting existing buildings.

e Establishing a broader focus on the impacts of agency policies and procedures on the environment. This entails
a variety of educational efforts designed to raise awareness of how agency policies and day-to-day actions
affect the environment.

e The Department of Education is exploring ways in which its funding process might support environmentally high
performance school buildings.

e During 2000, five percent of the electricity used in Commonwealth buildings was generated from renewable
resources.
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GENERAL FuNnD

Financial Satement

Millions
2000-01 2001-02
Beginning Balance.... $ 610 $ 313 The Governor has proposed a General Fund
Receipts .....ccccceeeennne 19,650 20,509 Budget for 2001-02 that strengthens public
Tax Reductions ........ C —45 education, emphasizes and encourages job
] —_— S creation and business development, protects
Funds A_vallable ........ $ 20,260 $ 20,777 the environment, and promotes personal
Appropriated* ........... -19,979 -20,772 .
self-sufficiency.
Lapses....ccccoeeeeeeeennnn, 87
Closing Balance......... $ 368 $ 5 The Governor's budget includes a total of
$216.9 million in tax reductions, including
Transfer to the continued phase-out of the Capital Stock
Rainy Day Fund .... -55 -1 and Franchise Tax.
Ending Balance ........ $ 313 $ 4

* 2000-01 includes $68.5 million in recommended supplemental appropriations.

Economic Outlook

® Economic growth in the U.S. is expected to ® While the increases forecast for gross they are anticipated to be more than offset

by continued strong growth of personal

be 5.2 percent for 2000 although that rate
is mostly due to the annualized 6.1 percent
advance in the first half of the year. A
considerable slowing in the economy took
place after mid-year as evidenced by the
2.2 percent growth rate estimated for the
third quarter of 2000.

domestic product for 2001 and 2002 are
below the actual rates of growth for prior
years shown on the chart below, these
forecastrates are above the average growth
rate for gross domestic product of 3 percent
for the ten year period prior to 1997.

Forthe General Fundin 2000-01, revenues

income tax receipts and by higher interest
earnings on investments.

Revenue estimates for the 2001-02 budget
were prepared based on abaseline forecast
that represents the economic conditions
most likely to occur. Using the baseline

® The U.S. economy is making a transition to are now expected to be $200 million above forecast rather than a higher or lower
amodestly growing economy from one with the official estimate. While sales tax receipts alternative forecast represents a
very strong economic growth propelled by have recently experienced weaker growth, continuation of current policy.
large gains in the stock market, strong
advances in productivity, high consumer Real Gross Domeg"l C Pr Oduc‘t
confidence and increased reliance on debt
for spending. This transition period will Annual Growth Rate
bring a higher risk of a more severe
economic slowdown than anticipated in the
expected “soft-landing” forecast.
® Despite the greater potential for a larger

than anticipated economic slowdown, an
expectation for a continuation of economic
growth, although at modest rates, is
buttressed by the expectation that national
fiscal and monetary policy will be heavily
focused on achieving such an outcome.

1997 1998 1999 2001 2002
Actual Actual Actual Estimated Projected Projected
Source: WEFA Baseline Forecast Calendar Year
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G ENERAL F UND (CONTINUED)

2001-02 Fiscal Year

Income

Eiaisy TR oy % S p ity

|
PersonAL INcovE  36.9% ‘
Sates 35.1%

OTHER BusiNness  9.6%
CoRrpPoRATE NET INcOME  8.8%

OTHER REVENUES 6.0%

INHERITANCE  3.6%

|
Epucation 42.3% ‘
HEALTH AND 34.4%

HumAN SERvICES

Protection 12.4%

DirecTioN  4.4%

OTHER ProGRAMS  3.3%

Economic DeveLopvenT  3.2%

This presentation reflects major revenue
sources and the shares of the total General
Fund allocated by the major program areas.
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G ENERAL FUND (CONTINUED)

2001-02 Fiscal Year

Grants and Subsidies

73.5¢
General
Government
\ 12.8¢
Institutions
(hospitals, veterans
. homes, correctional
Debt Service institutions, etc.)
Requirements 10.2¢
3.5¢

Nearly three quarters of each 2001-02 General Fund dollar
is returned to individuals, governments, institutions, school
districts, etc., in the form of grants and subsidies.
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MoTor LiceENSE FUND

Financial Satement

Millions

2000-01 2001-02
Beginning Balance...... $ 112 $ 95
Receipts .......ccceeeenneee. 1,978 1,972
Funds Available ......... $ 2,090 $ 2,067
Appropriated .............. -1,997 -2,059
LapSes .....cccvvvveverreeennn. 2
Ending Balance ......... $ 95 $ 8

2001-02 Motor License Fund*

¢ Continues maintenance to preserve the quality and safety
of existing State-administered roads and bridges.

* Provides for an aggressive program of highway and road
construction important for economic development and

recreational needs.

* Provides assistance to local governments for the local
highway and bridge system.

INCOME

e

L = WOWWLST A PALS =
Liquid Fuels Tax — $1,063 —I J
Licenses and Fees — $805
Other — $104

Total Income ..............
Beginning Balance .....

TOTAL .........

$1,972
95

$2,067

(Millions)

-

E |
A S 1
=

M,"_"' lm.' . .-i;
Maintenance — $740
Improvement, Design — $416
State Police — $351
Other — $186
Local Subsidy — $186

* Excludes restricted accounts. Total highway maintenance is $1.118 billion: $740 million Motor License

Fund and $378 million restricted accounts.
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Licensing and Safety — $119
Debt Service — $61

Total Outgo.............. $2,059

Ending Balance ....... 8
TOTAL ...... $2,067
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LoTTERY FUND

Financial Satement

Millions
2000-01 2001-02

* The Lottery Fund hasreached a

state of maturity where significant

sales growth is difficult to Beginning Balance..................... $ 200 $ 210

achieve.

ReCeipts ...ooevveeiieiiiiiiiiiieeeeeee, 1,116 1,093

* Provides pharmaceutical cost

assistance to qualified older

Pennsylvanians. Funds Available .............c........... $ 1,316 $ 1,303
* Provides in-home and commu- Appropriated ...........cccccvveeeeennnn. —1,148 -1,151

nity-based services to qualified

older Pennsylvanians. LAPSES cuviieiieeiiiieeeeeeiii e 42
* Provides free and shared ride _ D

transportation for older Pennsyl- Ending Balance ..........cccccoeenee. $ 210 $ 152

vanians.

Commonwealth of Pennsylvania 2001-02 Budget In Brief Back to Contents 27



CAPITAL BUDGET

2001-02
Millions
From Bond Funds
Conservation and Natural Resources ......... $ 15
COITECLIONS ..o, 32
EAUCALION ..cveeeeeee e 36
Environmental Protection .........ccccevevveveennn.. 10
General SerVICES ...couvveieeee e, 14
Military and Veterans Affairs ....................... 6
Public Welfare ... 10
State POlCE ..o 8
Transportation — Mass Transit..................... 52
Subtotal Bond Funds ...........cc.ccceeennen $ 183
From Current Revenues
Conservation and Natural Resources ......... $ 58
COITECHIONS ..o 8
Fish and Boat CommissSion .........cccvevveuneen.. 26
Historical and Museum Commission ........... 100
Transportation:
Highway Construction.............ccccccvvvvvnnnnn. 147
Maintenance Facilities .........ccovvviveennenn.. 13
Subtotal Current Revenues.................. $ 352
TOTAL CAPITAL oo $ 535

The 2001-02 Capital Budget recommends:

Conservation and Natural Re-
sources - Upgrade of infrastructure
at many State Parks. Many
projects at the parks are funded
from agency funding sources such
as the Keystone Recreation, Park
and Conservation Fund and the
more recently enacted Environ-
mental Stewardship Fund.

Corrections - Infrastructure and se-
curity improvements at State cor-
rectional institutions.

Education - Renovation of existing
academic buildings and infrastruc-
ture improvements at various uni-
versity locations across the Com-
monwealth.

Environmental Protection - Con-
struction of previously authorized
flood protection projects and the re-
habilitation of existing flood protec-
tion structures.

General Services - Infrastructure
improvements within the Capitol
Complex .

Historical and Museum Commis-
sion — Initiation of a significant ef-
fort to restore historic sites across
the Commonwealth with special
emphasis given to the State Mu-
seum and Archives complex.

Military and Veterans Affairs - Ma-
jor facility upgrades to the Scotland
School for Veterans Children.
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Public Welfare - Infrastructure im-
provements at the State mental
hospitals and State centers.

State Police - Funding for the con-
struction of a new pursuit driving
training course so that instruction
can be provided under controlled
circumstances.

Transportation - Replacement of
highway maintenance facilities,
improvements for local mass tran-
sit agencies and authorization of
major highway rehabilitation
projects.
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THE BubpGceET PROCESS

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

The Governor’s 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 effects 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 stages: 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 stage of the budget process
begins nearly twelve months prior to the start of
that fiscal year. The first step of the preparation

stage is the distribution of the Budget Instructions
by the Office of the Budget and the Program
Policy Guidelines by the Governor. The Program
Policy Guidelines define major policy issues,
spell out priorities and provide 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 using
computerized systems. 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 meets with
Legislative leaders to apprise them of anticipated
spending and revenue levels and to discuss major
fiscal issues expected to be addressed in the
upcoming budget.

The Secretary of the Budget and his staff review
agency budget requests for accuracy and for
adherence to the Governor’s policy guidelines.
The Agency Program Plan and the appropriation
templates 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, in
conjunction 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.

Approval

Shortly after receiving the Governor’s budget
request, the Appropriations Committees of the
House of Representatives and Senate hold public
hearings to review individual agency requests for
funds. 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 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
special bills.

BubpGeT CYCLE IN PENNSYLVANIA

Gowarnar Sishmits

Agencies Submii Hudnet o Lagislature
Bisdgel Regues
b Bpencies
Budget Office Suhmi
Issuance of and e budget
Fudget Instructions Governar's Legislative Aewiew and far
and PPG's | Rmeiew | Emactment of Budget | | Approval
| || [ I I I |
Jul | g | Sep. [Oct | Mow |Dec | Jan. [Feb. | Mar | Apr | by [dun. | Jul | sug
New
CURREMT FISCAL YEAR Fiscal
{July 1 fo June 20) Year
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THE BUDGET PROCESS (CONTINUED)

Appropriations made to institutions not under the
absolute control of the Commonwealth are
considered nonpreferred appropriations and
require a two-thirds vote of each House 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 requiredto ensure abalanced 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 House
of the General Assembly.

The signing of the appropriations bills and any
revenue billsby the Governoristhe laststepinthe
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
the General Assembly deems it desirable that an
original appropriation be increased in the current
fiscal year period. These appropriations are made
insupplemental appropriation billsthatare 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 agency’s full-time

THE CarPiTAL BUDGET PROCESS

The capital budget process in Pennsylvania is
similar to the process for operating budgets. It
has a preparationand submission to the General
Assembly phase, an approval phase involving
both the executive and legislative branches,
and an execution phase.

The preparation phase follows the operating
budget preparation cycle for a fiscal year
beginning July 1. When agencies submit the
budget requests to the Secretary of the Budget
beginning in early October, a capital budget
requestitemizing the projects the agencies want
toundertake is also submitted. The requests are
reviewed and recommendations developed
based on the Governor’s financial parameters
and policies.

Final decisions on the capital budget are made
by the Governoratthe same time asthe operating
budget. The Governor’s final recommendations
are contained in a separate Capital Budget
section in the Governor’s Executive Budget
document which is submitted to the General
Assembly.

The recommendations in the budget document
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 Houses of the General
Assembly and presented to the Governor for
signature. The Governor reviews the projects
contained in the Capital Budget Project
Itemization Act taking into consideration his
priorities, the importance of the project and the
impact on operating budgets. The Governor may
approve the bill asis 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 House
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 project itemization
bill is not passed, legislation establishing
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equivalent (FTE) salaried complement, ie,
personnel. The rebudgets are based primarily on
the enacted appropriations. The Office of the
Budget uses the Integrated Central System to
electronically enter allocation amounts into the
accounting system based upon the approved
rebudget. Program managers and administrators
areresponsible for operating their programs within
the resources that are available and for producing
the results cited in the budget.

Audit

The last stage 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 Budgetinformally
reviews program and financial performance and
performsformal evaluations of selected programs.
In addition, the Auditor General performs a
financial post audit.

limitations on the debt to be incurred for capital
projects is passed and signed into law. This
legislation is known as the Capital Budget Act.
The actestablishesadebt ceiling for each major
category of the capital program and remains in
force until passage of the next Capital Budget
Act.

After projects have beenapproved inan enacted
Project Itemization Act, in order for a project to
beactivated, the Department of General Services
must requestthat itbe implemented. All requests
for projectactivationare 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, when
designiscomplete, then for construction. These
releases are made in accordance with certain
fiscal guidelines in order to keep the entire
capital budget at affordable levels each year.
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TeErRMS UseD IN THE BUDGET PROCESS

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.

Balanced Budget: A budget in which proposed expenditures equal
actual and estimated revenues and surplus. The Pennsylvania
Constitution 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.

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.

Capital Authorization: The appropriations and/or debt authorization
enacted in an annual Capital Budget to fund any permitted capital
program.

Capital Budget: The capital budget is that portion of the State Budget
that deals with projects for the construction, renovation, improvement,
acquisition and original furniture and equipment of any building,
structure, facility, land or land rights. Projects must have an estimated
useful life in excess of five years and an estimated cost in excess of
$100,000 or more if bond funds are used and $300,000 or more when
current revenues are used. 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 appropriations according
to their general purpose: general government, institutional, grants and
subsidies, capital improvements, and debt service.

Deficit: A fiscal condition 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 an
expenditure pursuant to a contract, a purchase order or a known invoice
but where an actual disbursement has not been made. In accrual
accounting itis treated as a debit against the appropriation in the same
manner as a disbursement of cash.

Executive Authorization: An authorization made in the name of the
Governor to spend money from funds which had been previously
appropriated through blanket action of the General Assembly. Usually
this term is used in connection with the special funds. Examples of this
are Tax Anticipation Notes interest and Sales Tax refunds.

Expenditure: As contrasted with disbursement, an accounting entry
which is both the payment of cash or any encumbrance, as in accrual
accounting.

Federal Fiscal Year (FFY): 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. For example, October 1,
1999 to September 30, 2000 would be FFY 2000.
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Federal Funds Appropriation: All monies, regardless of source,
deposited in the State Treasury must be appropriated. Federal funds
are appropriated for a specific time period.

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. Referred to by the year in which the fiscal
year begins, for example, July 1, 2001 to June 30, 2002 would be
2001.

¢ Actual Year — Includes all expenditures and encumbrances
chargeable to that fiscal year as of June 30 of the previous year
plus any supplementals 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.

¢ Available (Current) Year — State funds include amounts
appropriated to date and supplemental appropriations
recommended in this Budget. In the case of Federal funds, the
best estimate currently available is used. For non-appropriated
and non-executively authorized restricted receipts and restricted
revenues, the best estimate of expenditures currently available
is used.

¢ Budget Year — Reflects the amounts being recommended by the
Governor for the next fiscal year.

¢ 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 increases which may be effective in a
future year.

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 Bill: A single piece of legislation containing
numerous individual appropriations. The General Appropriation Bill
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 bills each
concerning one subject.

General Fund: The fund into which the general (non-earmarked)
revenues of the State are deposited and from which monies are
appropriated to pay the general expenses of the State.

Goal: Agoal is a desired state of affairs based upon current knowledge
and values. Itis 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.

Item Veto: The Pennsylvania Constitution 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.
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TERMS USED IN THE BUDGET PROCESS (continuen)

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
automatically at the end of that fiscal year.

Mandated Expenditures: Expenditures that are authorized and
required by legislation, other than appropriation acts, or required by
the Constitution. Such expenditures include payment of public debt.

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

Objective: A statement of program purposes in terms of desired
accomplishments measured by impact indicators. Ideally
accomplishments are intended effect (impact) upon individuals, the
environment and upon institutions. The intended effect should be
quantifiable and achievable within a specific time and stated resources,
and contribute toward pursuing the goals of the Commonwealth.
Objectives are found at the program subcategory level.

Official Revenue Estimate: The estimate of revenues for the coming
fiscal year determined by the Governor at the time he 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 deals with the general day to day activities and expenses
of State Government, paid out of revenues derived from taxes, fees for
licenses and permits, etc.

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

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

Program Revision Request (PRR): A PRR is submitted to support
new programs or major changes in existing programs. The PRR reflects
the guidance provided by the Governor’'s Annual Program Policy
Guidelines, results obtained from special analytic studies, and needs
or demands considered relevant by the Governor.
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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 Subcategory: A subdivision of a program category. The
subcategory focuses upon objectives which can be measured in terms
of quantifiable impact. Program subcategories within agencies are called
programs within the Governor’s Budget.

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: Motor License Fund, Game Fund and Boat
Fund.

Surplus: A fiscal condition 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
year.
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