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COMMONWEALTH OF PENNSYLVANIA
OFrice oF THE GOVERNOR
HARRISBURG

THE GOVERNOR

February 4, 2014

To the People of Pennsylvania:

The past three years have provided the most significant fiscal challenges to any Pennsylvania
governor and legislature in the modern era. A major economic downturn, limited revenues and the
loss of federal stimulus funding used to fill previous funding gaps all contributed to the challenge
of developing a spending plan that balanced the needs of Pennsylvanians and ensured no new
taxes on families or businesses.

These years were lean. We made difficult choices. We cut costs through spending reductions
and by eliminating unnecessary programs. We drove efficiencies throughout state government.
We maintained support for the essential programs and services upon which our families and
neighbors rely. We lived within our means. We balanced three budgets through fiscal discipline
and becoming more efficient in the delivery of programs and services, rather than income tax
increases.

We provided opportunities for our communities to revitalize their local economies. We
focused on jobs. Companies have moved to Pennsylvania, put a foothold in our cities and towns
and helped fuel our economic engine and set our course for prosperity.

We focused on educating our children, investing an additional $1.2 billion in our education
system above previous state spending. Equally important, we focused on the quality of education,
ensuring our teachers are effective and added transparency and accountability for school
administrators. We have given parents a tool they can use to evaluate how their schools are doing.
These historic reforms have laid the foundation for more historic — and strategic — investments
in our schools.

We focused on our fellow Pennsylvanians in need of services. We addressed waiting lists for
home and community-based services for individuals with intellectual and physical disabilities
and for older Pennsylvanians. We removed obstacles that kept children from getting affordable
health care coverage.

Together, we made an historic investment and improvement in our infrastructure and mass
transit systems that will make Pennsylvania safer. We focused on ensuring that Pennsylvania
remained a safe place to live, work and travel. We invested in our emergency management, our
police, corrections and criminal justice systems.

From better schools to safer roads, Pennsylvanians are enjoying the benefits of policies
responsive to their best interests. From jobs to energy to trade and industry investment,
Pennsylvania has become competitive again in a new global economy.

The 2014-15 Executive Budget addresses the concerns of all Pennsylvanians and continues
historic investments in our schools, support for our job creators, and care for our neighbors in need.
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This year we continue our commitment to teaching our youngest students, with more funding
for pre-kindergarten in full and part-day programs. We have increased our investment in programs
for students who require educational supports, based upon that student’s level of need. Our
kindergarten to 12th grade students will benefit from a new Ready to Learn Block Grant that places
money directly into the classroom. And, we are making college more affordable with a Ready to
Succeed scholarship program, opening the doors to higher education for thousands of students.

This budget features a renewed and strengthened investment in job training opportunities for
Pennsylvanians, and it supports the continued resurgence of Pennsylvania’s manufacturing, life
science and technology sectors — so that industry comes back to the commonwealth and brings
its jobs back home. Through targeted investments, the commonwealth will strengthen critical
job-creating programs and partnerships that have a proven track record of results and support
collaborations that utilize innovative programs to market Pennsylvania and foster new jobs in
growing industries.

Pennsylvania is at the forefront of making quality health care accessible and affordable to
all citizens. This budget continues my efforts to implement Healthy Pennsylvania and reform
Pennsylvania’s Medicaid program, giving all citizens a health care solution that meets their needs
and not a one-size-fits-all approach conceived by Washington, D.C. Additionally, whether it be
through the direct support of community health clinics and centers or the expansion of home
and community-based options for individuals with disabilities and older Pennsylvanians, our
investment ensures people can and will get the services they need where they want to get them.

This budget reflects the values and optimism that have guided us for the past three years and
will serve as a roadmap for our commonwealth’s future. By working together, we chart a course
for unprecedented growth and prosperity. By working together, we open doors of opportunity.
By working together, we create a better 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 2014-15.

Sincerely,

oae onltf—

Tom Corbett

/
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GOVERNMENT FINANCE OFFICERS ASSOCIATION
Distinguished
Budget Presentation
Award

PRESENTED TO

Commonwealth of Pennsylvania

Pennsylvania

Forthe Fiscal Year Beginning

July 1, 2013

G A

Executive Director

The Government Finance Officers Association of the United States and Canada
(GFOA) presented an award of Distinguished Presentation to the
Commonwealth of Pennsylvania for its annual budget for the fiscal year
beginning July 1, 2013. This award is valid for a period of one year.

In order to receive this award, a governmental unit must publish a budget
document that meets program criteria as a policy document, as an operations
guide, as a financial plan and as a communication device.

To view the Governor's Executive Budget online or learn more about the Pennsylvania Office of the
Budget, go to www.budget.state.pa.us. To learn more about the Commonwealth of Pennsylvania,

go to www.pa.gov.
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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,
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 several major commonwealth funds
including the General Fund, Motor License Fund, Lottery Fund and Budget Stabilization Reserve (Rainy Day) Fund. It also
includes General Fund and special fund financial statements and information on federal block grants, communications
and selected other summaries.

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, the major operating fund of the commonwealth, and ten selected special funds,
including detailed data regarding 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. It also presents program performance
measures including outcome/effectiveness indicators, output/activity indicators, efficiency measures and need/demand
estimators for those programs administered by the agency.

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 entire 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.

I. 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 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.budget.state.pa.us. To learn
more about the Commonwealth of Pennsylvania, go to www.pa.gov.

Wpennsylvania 1 GoverNoOR'’s ExecuTive Bupcet 2014-2015



Reader’s Guide
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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 House of the General Assembly.

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 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 Governor's Budget
Office and program policy guidance by the Governor's 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 Governor’'s Budget Office 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 Governor’s Budget Office.

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 Governor’'s Budget Office staff review agency budget requests for accuracy and
for adherence to the policy guidance. The Agency Program Plan and appropriation templates are used by the
Governor’s Budget Office 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.

Approval

Shortly after receiving the Governor's Executive Budget, 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 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 special bills.
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Budget Cycle in Pennsylvania

Agencies Submit
Budget Requests

Issuance of
Budget Instructions Governor Submits
and Policy Guidance Budget to Legislature Rebudget Review
and Approval

Agencies
Prepare Leaislative Rovi 4
Budget . egislative Review an
Requgsts Budget Office and Enactment of Budget

Governor's Review

| | | | | | | |

| | |
Jul Aug | Sep | Oct | No\r| Decl Jan | Feb | Mar | Apr | May |Jun Jul | Aug

Current Fiscal Year New
Fiscal
(July 1 to June 30) Year

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 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
House 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 increased 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 Governor’'s Budget Office 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 equivalent (FTE) salaried
complement, i.e., personnel. The rebudgets are based primarily on the enacted appropriations. The Governor’'s
Budget Office 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 Governor's Budget Office informally reviews program and financial
performance and performs formal evaluations of selected programs. In addition, the Auditor General performs a
financial post audit.

Wpennsylvania 4 Governor'’s Executive Bubcet 2014-2015



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 a preparation and 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 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 Governor’s Budget
Office 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 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 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 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 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 budget project itemization bill is not passed, the Capital Budget Act — legislation
establishing limitations on the debt to be incurred for capital projects — is passed and signed into law. 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 Governor’'s
Budget Office for consistency with the Governor’s priorities and policies. Projects approved by the Governor's
Budget Office 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
(page F3). The majority of capital projects are funded through general obligation bonds, but in accordance with
commonwealth debt policy (page G3), highway capital projects are funded from current revenues of the Motor
License Fund. Agencies will request either bond or current revenue funding when they submit capital project
requests. The statements on pages F5-F7 summarize new capital projects by capital program category, then by
department, and finally by department, capital program category and bond or current revenue sources. The capital
projects for each department (pages F8-F77) first list agency bond-funded projects, then list agency projects funded
through current revenues.

The reader is referred to Section F Capital Budget, which contains the Governor's recommended capital budget
and five-year capital program, including funding sources and amounts needed to support capital programs.
Pages F3 and F4 briefly describe the seven categories of capital projects and the contents of the three subsections:
2014-15 New Project Authorizations; Forecast of Future Projects; and Estimate of Capital Expenditures.
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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. The 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: Protection of Persons and Property;
Education; Health and Human Services; Economic
Development; Transportation; and Recreation and Cultural
Enrichment. The last commonwealth program, Debt Service, | ¢ Program Category — defined by desired goals
includes the resources to meet the timely payment of [,  program Subcategory — Program Presentation that
commonwealth debt obligations. Debt Service is shown as a includes an objective, narrative and funding
separate commonwealth program and is not merged with e  Program Element — activities contributing toward the

program eXpenditure_s SO .that direct program expenditures accomplishment of the subcategory program objective
may be more clearly identified.

. Commonwealth Program — eight major programs

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, 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 presentation is organized by fund, character of expenditure, state
appropriation, and the federal funds, augmentations and other 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; Banking Fund; Boat
Fund; Farm Products Show Fund; Fish Fund; Game Fund; Lottery Fund and Racing Fund and all appropriations or
executive authorizations made from those 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 which 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 budget may propose the transfer of appropriations between agencies, a departmental reorganization or the
restructuring of appropriations within or between departments. Usually in these cases, for ease of comparison in the
SFA presentation, the actual and available year funding amounts are shown consistent with the budget year
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proposal. This means, however, that the amounts shown in the actual and available years may not be consistent
with those shown in accounting reports and appropriations acts. When this occurs, footnote explanations are
included within the agency SFA presentation.

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

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 objective that states the program’s
purpose in terms of desired accomplishments, a narrative describing program activities and services, funding
recommendations that identify increases or decreases over available year funding, and a list of state appropriations

that support the activities within the program.

An agency may have one or more Program Presentations,
dePe_”_d'”g on the breadth_ and complexity of ItS_mISSIOn, e Program Objective — program purpose stated as desired
activities, goals and objectives. The reader can quickly see accomplishments
program presentation titles in the Table of Contents which
lists every program presentation for every agency. Each
program presentation begins with and is defined by one | ¢ Program Recommendations — proposed funding
program objective. Program narratives describe program increases or decreases
activities, services and expected outcomes and may be | e Appropriations within this Program — appropriations
further broken down by program element narratives which supporting program activities
focus on specific program activities.

e Narrative — program activities and services description

The Program Recommendations section lists and briefly describes each funding increase or decrease for each
state appropriation. Major funding changes are identified as Initiatives or Program Revision Requests which often
are more fully discussed in the Section A: Overview and Summaries section. Significant program changes are
explained and justified in a separate Program Revision Request section that immediately follows the program
subcategory Program Presentation to which it pertains.

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 and in only one Program Presentation.

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.

Program Measures

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 agency presentation, and is a seven-year
presentation of performance measures that identify program activities and outcomes and the impact the proposed
budget is expected to have on those activities and outcomes.

OTHER SPECIAL FUNDS

The 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 and other
funds which supplement the activities within the
respective state appropriation.

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.

General Government— A character of expenditure
which is a classification of appropriations according
to their general purpose. Other characters of
expenditure are institutional, grants and subsidies,
capital improvements and debt service.

General Government Operations — Identifies
an appropriation by the General Assembly or an
executive authorization (EA) by the Governor to
spend state monies.

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

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

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

Wpennsylvania
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Summary by Fund

GENERAL FUND:

General Government:
General Government Operations ..........ccccveecerreseerssseesssseessssneens
(F) Surface Mine Conservation
(A) Department SEIVICES .......ccveiiiieiiiiiesee e

Subtotal ..o

Environmental Program Management ............ccccvvimniinnnenncnnnnns
(F) Coastal Zone management
(F) Storm Water Permitting Initiative.............cccccoviiiiiiiiins
(A) Safe Drinking Water Revolving Fund Administration ..............

(R) Sewage Facilities Program Administration (EA) .........cccceeeene

SUDbLOtal ..eeeeiiiee

Subtotal - State FUNAS .........coooviiiieiiiii e
Subtotal - Federal Funds .........c.ooveviiiiiiiiiiieeeccceeee e
Subtotal - Augmentations...........ccccoiiiiiiiie i,
Subtotal - Restricted Revenues...........cccccceveeeiiiiiiiieee e,

Total - General Government...........ccccvveeeeeeeeecieeeee e,

Grants and Subsidies:
Black Fly Control and Research...
West Nile Virus Control .................
Delaware River Master................
Interstate Mining Commission...........ccccec....
Susquehanna River Basin Commission .....
Delaware River Basin Commission .............
Chesapeake Bay Commission..............

Total - Grants and Subsidies...........cccceveveiiiiee i

STATE FUNDS ..o
FEDERAL FUNDS
AUGMENTATIONS
RESTRICTED REVENUES ..o

GENERAL FUND TOTAL ....ccooiiiimninininnnnsssnsssssnssssssssssssssssssssssssnes

MOTOR LICENSE FUND:

General Government:
Dirt and Gravel Roads ............

MOTOR LICENSE FUND TOTAL

OTHER FUNDS:

GENERAL FUND:
Safe Drinking Water ACCOUNt ...........ociiiiiiiiiiiieieeeee e

ACID MINE DRAINAGE ABATEMENT AND
TREATMENT FUND:
Acid Mine Drainage Abatement and Treatment (F) (EA)..................

DEPARTMENT TOTAL - ALL FUNDS
GENERAL FUND ...
SPECIAL FUNDS ..o
FEDERAL FUNDS ..o
AUGMENTATIONS ...
RESTRICTED ..o
OTHER FUNDS .......oooiiiii s

TOTAL ALL FUNDS ..o




Environmental Protection

and Appropriation

(Dollar Amounts in Thousands)

2012-13 2013-14 2014-15

ACTUAL AVAILABLE BUDGET
................ $ 10,400 $ 10,500 $ 10.600
................ 413 630 680
................ 154 75 75
................ $ 10,967 $ 11,205 $ 11,355
................ 21,325 21,424 22,524
................ 4,700 4,700 4,700
................ 2,300 2,300 2,300
................ 91 85 85
................ 1,500 1,500 1,500
................ $ 29916 $ 30,009 $ 31,109
................ $ 31,725 $ 31,924 $ 33,124
................ 7,413 7,630 7,680
................ 245 160 160
................ _ 1,500 1,500 1,500
................ $ 40,883 $ 41,214 $ 42,464
................ $ 3,250 $ 3,250 $ 3,250
................ 3,676 3,676 3,776
................ 76 76 76
................ 25 25 30
................ 490 500 490
................ 1,000 1,000 1,000
................ 190 190 200
................ $ 8707 $ 8717 $ 8822
................ $ 40,432 $ 40,641 $ 41,946
................ 7,413 7,630 7,680
................ 245 160 160
................ 1,500 1,500 1,500
................ $ 49,590 $ 49,931 $ 51,286
................ $ 4,000 $ 4,000 $ 4,000
................ $ 4,000 $ 4,000 $ 4,000
................ $ 549 $ 658 $ 470
................ $ 5,500 $ 5,500 $ 5,500
................ $ 40,432 $ 40,641 $ 41,946
................ 4,000 4,000 4,000
................ 7,413 7,630 7,680
................ 245 160 160
................ 1,500 1,500 1,500
................ 6,049 6,158 5,970
................ $ 59,639 $ 60,089 $ 61,256

|
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NOTE: In some cases the budget may propose
the shifting of appropriations between agencies,
departmental reorganizations or the restructuring
of appropriations within or between departments.
Usually, for ease of comparison, all columns in the
budget presentation are shown consistent with the
recommendation in the budget year. This means,
however, that the amounts shown in the actual and
available columns may not be consistent with those
shown in accounting reports and appropriation acts.
When this occurs, explanations have been included
in the footnotes to the Summary by Fund and
Appropriation.

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, Banking Department, Boat,
Farm Products Show, Fish, Game, Lottery, and Racing
funds.

Identifies selected restricted accounts.

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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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.

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

General Government Operations — Identifies a
specific appropriation.

PRR — A Program Revision Request identifies a
major program change and is explained in more
depth in a presentation following the program.

Appropriations within this Program — |dentifies
all state appropriations which support the activities
within the program. Each appropriation appears in
only one agency program.

Wpennsylvania
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PROGRAM OBJECTIVE: To protect and improv
the health and safety of the citizens of the comn
or unnecessary radiation from natural and man-n
exposure and to manage water and mineral reso
destruction and depletion while allowing econom

Program: Environmental Protectio

This program encompasses the major program elements that help
to protect the health and safety of the citizens of the commonwealth
as well as the quality of their environment and economic health. These
activities are all associated with the department’s goals for Clean Air,
Clean Water, Land Protection, Community Health and Safety and
Sustainable Energy.

Act 68 of 1999, the Environmental Stewardship and Watershed
Protection Act, authorized the beginning of the “Growing Greener”
program. The goal of this program is to ensure citizens their rights to
clean air, to pure water and to the preservation of the natural, scenic,
historic and esthetic values of the environment. Expanded activities
include the reclamation of abandoned mines, plugging of certain oil and
gas wells, protection and restoration of watersheds, and improvements
to drinking water and sewer systems.

Program Recommendations: This budge

General Government Operations

$ 100 —to continue current program.
Environmental Program Management
$ 100  —to continue current program.

1,000 —PRR—Rebuilding Pennsylvania's
Infrastructure. To provide increased
assistance to communities for flood
control projects.

$ 1,100  Appropriation Increase

Appropriations within this Program:

2012-13 2013-14
Actual Available
GENERAL FUND:
General Government Operations ............. $ 10,400 $ 10,500
Environmental Program Management...... 21,325 21,424
Black Fly Control and Research 3,250 3,250
West Nile Virus Control ................. 3,676 3,676
Delaware River Master.................. 76 76
Interstate Mining Commission ... 25 25
Susquehanna River Basin Commission .. 490 500
Delaware River Basin Commission ......... 1,000 1,000
Chesapeake Bay Commission ................. 190 190
Program
201213 2013-14
Protection of Air Quality
Percentage of population in counties
attaining the ambient PM-2.5 (fine particles)
annual standard............ccoceeviiiiiiiienee 90% 90%
Percentage of population in counties
attaining the 1997 ambient ozone standard 88% 88%
Percentage of population in counties
attaining the 2008 ambient ozone standard 35% 42%
Wpennsylvania




Environmental Protection

e the quality of the air, water and environment for
1onwealth, to protect the people from dangerous
)ade sources, including occupational and medical
Jrces in a way which ensures against their undue
c benefits from their use.

n and Management

CLEAN AIR

Program Element: Protection of Air Quality

Emissions of air contaminants are closely monitored and controlled
by the department to protect public health as required by the Federal
Clean Air Act, the Pennsylvania Air Pollution Control Act of 1960 and
regulations adopted under the acts. Pollutants of primary concern
include ground-level ozone, suspended particulates, sulfur and nitrogen
oxides, volatile organic compounds and toxic air pollutants. Ozone,
a bluish gas, irritates the eyes and upper respiratory system. Small
particles and toxic air pollutants they carry with them can aggravate or
cause respiratory ailments.

Many of the volatile organic compounds and heavy metals
resulting from industrial processes and combustion sources are toxic
air pollutants. Emissions of these pollutants must be controlled under
Federal Maximum Achievable Control Technology requirements.

t recommends the following changes: (Dollar Amounts in Thousands)

West Nile Virus Control

$ 100  —to continue current program.
Interstate Mining Commission

$ 5  —to continue current program.
Susquehanna River Basin Commission

$ —-10  —nonrecurring project.
Chesapeake Bay Commission

$ 10  —to continue current program.

(Dollar Amounts in Thousands)
2014-15 2015-16 2016-17 2017-18 2018-19

Budget Estimated Estimated Estimated Estimated

$ 10600 $ 10600 $ 10,600 $ 10,600 $ 10,600

22,524 22,524 22,524 22,524 22,524
3,250 3,250 3,250 3,250 3,250
3,776 3,776 3,776 3,776 3,776

76 76 76 76 76

30 30 30 30 30

490 490 490 490 490

1,000 1,000 1,000 1,000 1,000

200 200 200 200 200

Measures

2014-15 2015-16 2016-17 2017-18 2018-19

90% 100% 100% 100% 100%

100% 100% 100% 100% 100%

50% 68% 100% 100% 100%

|
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Identifies the agency being presented.

Objective — A statement of the program's purpose
in terms of desired accomplishments.

Program — The agency program focuses upon
objectives which can be measured in terms of
quantifiable impact.

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

Narrative — Describes program services and
activities.

Program Measures — Indicates the expected impact
of the proposed budget on services, costs, eftc.,
involved in all programs within the entire agency.

I
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Reader’s Guide

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 modified cash basis of budgeting, tax receipts, non-tax 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 the following special revenue funds:
Banking Department, Ben Franklin Technology Development Authority, Emergency Medical Services Operating,
Energy Conservation and Assistance, Hazardous Material Response, HOME Investment Trust, Milk Marketing,
Motor License, and Workmen’s Compensation Administration. 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. Budgets are also statutorily adopted for the administration of the State Employees’ Retirement
and Public School Employees’ Retirement Funds and for portions of the State Stores, Tobacco Settlement and
Tuition Account Guaranteed Savings Program Funds.

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 establishes accounting and financial reporting requirements for state and local governments.

Budget Stabilization Reserve 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. In certain fiscal years legislation has provided for a transfer of an amount not equal to 25 percent for that
fiscal year. Act 71 of 2013 suspended the transfer to the Budget Stabilization Reserve Fund for the most recent
fiscal year ending June 30, 2013. Additional information on this fund, commonly referred to as the Rainy Day Fund,
is found in Section A.1.

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 commonwealth 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. Capital projects addressing health, safety and
public protection receive top priority for activation. Additional information on public debt and debt policies is found in
the Section G Public Debt.

Debt Policy — The commonwealth’s very conservative public debt policies date back to the 1980’s:

» General Obligation pledges are the preferred source of security.

¢ referendum questions should be submitted to the voters for critical needs only.

¢ moral obligation pledges should not be provided.

e revenue pledges are to be used by independent agencies.

e lease revenue debt should be used only when budgetary restraints prohibit the use of current revenue funding.

o debt service should not exceed four percent of revenues.

¢ highway projects should be funded from current revenues.

e capital projects addressing health, safety and public protection receive top priority for activation, followed by
renovations to existing facilities.

In addition, the commonwealth never entered into swaps, and 100 percent of its outstanding General Obligation
debt is in fixed rate debt — no variable rate, auction rate or other exotic debt instruments are used. The 2008
Financial Crisis and the freezing of capital markets did not adversely impact the commonwealth due to its
conservative portfolio of debt.

Additional detail on these financial policies can be found in other sections of this document including the 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.

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 Salaried Complement: A complement authorization established by the Governor's Budget Office as
part of the annual rebudget process and 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.

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 Estimated 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 new fiscal
year.

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 part of the state budget that 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 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.
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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, 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 Level: The number of full-time equivalent wage or salaried positions authorized by appropriation and
agency. The Governor’'s Budget Office establishes authorized salaried complement levels and the Governor’s Office
of Administration establishes authorized wage complement levels.

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.”

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: 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 (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, 2013 to September 30, 2014 would be FFY 2014.

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.

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, for example, July 1, 2014 to June 30, 2015 would be Fiscal Year 2014. In
the budget document, the fiscal year is referred to by using both calendar years in which the fiscal year spans, for
example, July 1, 2014 to June 30, 2015 would be Fiscal Year 2014-15.

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 amounts appropriated 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 next 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 increases that may be effective in a future year.

Full-time Equivalent: 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.
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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 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: 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.

Initiative: (see also the definition of Program Revision Request) Changes in program purpose, level or activity as
the result of changes in policy, statute, regulation or court direction which result in dollar increases or decreases too
low to require submission of a Program Revision Request (i.e., less than $200,000 or 15 percent of an
appropriation, whichever is greater) are identified as Initiatives. Cost increases to operate an existing program
without change in policy, law or regulation such as increased fuel costs at an institution or increased rental costs for
regional offices 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.

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

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.

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 House
of the General Assembly.

Objective: A statement of program purposes in terms of desired accomplishments measured by outcome
indicators. Accomplishments are intended effects (impacts) upon individuals, the environment and 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 defined at the program subcategory level.

Official Revenue Estimate: The estimate of revenues for the coming 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.

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

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 and the Program Subcategory.
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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 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.

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 (PPG): 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 Revision Request (PRR): The PRR is the means by which the agency proposes a new program or a
major change in an existing program. A PRR is required when an agency is requesting an increase or decrease of
more than 15% of an appropriation, but a PRR is not required if that 15% does not exceed $200,000. 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.

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 that can be
measured in terms of quantifiable impact. Program subcategories within agencies are called programs within the
Governor’'s Budget.

Rebudget: An agency-revised spending plan based on its enacted appropriations. The Governor’'s Budget Office
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.

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

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.

Wage Position: A position requiring the full- or part-time employment of one person, either on a regular schedule
for a limited duration of time or on an intermittent or irregularly scheduled basis without regard to the employment
duration.

Workforce: Persons employed by the commonwealth.
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Federal Funds Identification

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

ADA
ARC
ARRA
BG
CCDFBG
CHIPRA
COPS
CSBG
DCSI
DFSC
DOE
EDA
EEOC
EMAC
EMS
EPA
EPCA
ESEA
FEMA
FFY
FHWA
FTA
HIPAA
HHS
HUD

ID

JAG
LIHEABG
LSTA
LWCF
MA
MAGLOCLEN
MCH
MCHSBG
MH/ID
MHSBG
NCHIP
NEA
NICS
NSF
OEP
OSM
PHHSBG
RSAT
SABG
SAFETEA
SCDBG
SDA
SSA
SSBG
SSI
TANFBG
TEA 21
USFWS
VA
VOCA
WIA
wIC

Wpennsylvania

Americans with Disabilities Act

Appalachian Regional Commission

American Recovery and Reinvestment Act

Block Grant

Child Care and Development Fund Block Grant
Children’s Health Insurance Program Reauthorization Act
Community Oriented Policing Services
Community Services Block Grant

Drug Control and Systems Improvement

Safe and Drug Free Schools and Communities
Department of Energy

Economic Development Administration

Equal Employment Opportunity Commission
Emergency Management Assistance Compact
Emergency Medical Services

Environmental Protection Agency

Energy Policy and Conservation Act

Elementary and Secondary Education Act

Federal Emergency Management Agency

Federal Fiscal Year (October 1 to September 30)
Federal Highway Administration

Federal Transit Administration

Health Insurance Portability and Accountability Act
Health and Human Services

Department of Housing and Urban Development
Intellectual Disabilities

Justice Assistance Grants

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

Land and Water Conservation Fund

Medical Assistance

Middle Atlantic Great Lakes Organized Crime Law Enforcement Network
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

National Science Foundation

Office of Emergency Preparedness

Office of Surface Mining

Preventive Health and Health Services Block Grant
Residential Substance Abuse Treatment
Substance Abuse Block Grant

Safe, Accountable, Flexible and Efficient Transportation Equity Act
Small Communities Development Block Grant
Service Delivery Area

Social Security Act

Social Services Block Grant

Supplemental Security Income

Temporary Assistance to Needy Families Block Grant
Transportation Equity Act for the 21% Century
United States Fish and Wildlife Service

Veterans Administration

Victims of Crime Act

Workforce Investment Act

Women, Infants and Children Program
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Website Links to Commonwealth Agencies

To learn more about state agencies, their missions, programs and funding,
visit their websites by choosing links below.

Ading
Agriculture
Attorney General

Auditor General

Banking and Securities

Civil Service Commission

Community and Economic Development

Conservation and Natural Resources

Corrections

Drug and Alcohol Programs

Education

Emergency Management Agency

Environmental Protection

Ethics Commission

Executive Offices

Office of Administration

Office of General Counsel

Office of Inspector General
Office of the Budget

Commission on Crime and Delinquency

Council on the Arts

Juvenile Court Judges Commission

Fish and Boat Commission

Game Commission

Gaming Control Board

19

General Services

Governor's Office
Health

Higher Education Assistance Agency

Historical and Museum Commission
Infrastructure Investment Authority (PENNVEST)

Insurance
Judiciary
Labor and Industry

Leqislature
Liguor Control Board

Lt. Governor's Office

Military and Veterans Affairs
Milk Marketing Board

Probation and Parole Board

Public School Employees Retirement System

Public Utility Commission
Public Welfare

Revenue
State

State Employees Retirement System

State Police

Transportation
Treasury


http://www.aging.state.pa.us/
http://www.agriculture.state.pa.us/
http://www.attorneygeneral.gov/
http://www.auditorgen.state.pa.us/
http://www.banking.state.pa.us/
http://www.scsc.state.pa.us/
http://www.newpa.com/
http://www.dcnr.state.pa.us/
http://www.cor.state.pa.us/
http://www.portal.state.pa.us/portal/server.pt?open=512&objID=14221&mode=2
http://www.education.state.pa.us/
http://www.pema.state.pa.us/
http://www.depweb.state.pa.us/
http://www.ethics.state.pa.us/
http://www.oa.state.pa.us/portal/server.pt/community/oa_home/401
http://www.ogc.state.pa.us/
http://www.oig.state.pa.us/
http://www.budget.state.pa.us/
http://www.pccd.state.pa.us/
http://www.pacouncilonthearts.org/
http://www.jcjc.state.pa.us/
http://www.fish.state.pa.us/
http://www.pgc.state.pa.us/
http://gamingcontrolboard.pa.gov/
http://www.dgs.state.pa.us/
http://www.governor.state.pa.us/
http://www.portal.health.state.pa.us/
http://www.pheaa.org/
http://www.portal.state.pa.us/portal/server.pt?open=512&mode=2&objID=1426
http://www.portal.state.pa.us/portal/server.pt/community/pennvest/9242
http://www.insurance.pa.gov/
http://www.pacourts.us/default.htm
http://www.dli.state.pa.us/
http://www.legis.state.pa.us/
http://www.lcb.state.pa.us/PLCB/index.htm
http://www.ltgovernor.state.pa.us/
http://www.dmva.state.pa.us/
http://www.mmb.state.pa.us/
http://www.pbpp.state.pa.us/
http://www.psers.state.pa.us/
http://www.puc.state.pa.us/
http://www.dpw.state.pa.us/
http://www.revenue.state.pa.us/
http://www.dos.state.pa.us/
http://www.sers.state.pa.us/
http://www.psp.state.pa.us/
http://www.dot.state.pa.us/
http://www.patreasury.gov/

Reader’s Guide

Website Links to the Governor’s Executive Budget, the
Budget in Brief and the Information Dashboards

Governor’'s Executive Budget

For the 2014-15 Governor’s Executive Budget click here:

Budget in Brief

The Budget in Brief booklet provides summary information on the major themes in the 2014-15 Governor’s Executive
Budget.

For the 2014-15 Budget in Brief click here:

Budget Dashboard

The Budget Dashboard allows readers to review graphical presentations of the total commonwealth budget and the
revenue and expenditure categories, and all agency funding recommendations included in the Governor’'s Executive
Budget.

For the 2014-15 Proposed Budget Dashboard click here:

Report on State Performance

The Report on State Performance allows readers to review the activities and accomplishments of 30 commonwealth
agencies and see state government efforts to deliver quality services and improve the lives of Pennsylvania's
citizens.

For the 2012-13 Report on State Performance click here:

Workforce Statistics Dashboard

The State Government Workforce Statistics Dashboard allows readers to review graphical presentations of workforce
statistics for agencies under the Governor's jurisdiction, including general employment trends, equal employment
opportunity elements, comparison of labor unions, employee mobility patterns and detailed employment
characteristics. It also compares the size of Pennsylvania’s workforce to that of other states.

For the 2014 Workforce Statistics Dashboard click here:
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http://www.portal.state.pa.us/portal/server.pt/document/1393859/2014-15_budget_document_web_pdf
http://www.portal.state.pa.us/portal/server.pt/document/1393860/2014-15_budget_in_brief_web_pdf
http://www.portal.state.pa.us/imageserver/budget2014/GBD_2014.html
http://www.performanceplan.state.pa.us/Dashboard2012-13/Performance%20Manager%20Dashboard.html
http://www.oabis.state.pa.us/SGWS/2014/SGWS_MAIN.html
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FiscAL AND
PrROGRAM PoLicY DIRECTION
AND BUDGET THEMES

The Governor’s 2014-15 Program Policy Guidelines issued in August
2013 defined major policy issues, stated program priorities and provided
direction to commonwealth agencies for the preparation of 2014-15 agency
budget requests. The Fiscal and Program Policy Direction section immediately
following this page presents the fiscal and program policies that guided the
development of the 2014-15 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: Strategic Investments for
Pennsylvania; Pension Challenge and Reform; Jobs1st PA — Pennsylvania
is Working; Ready to Learn — Educational Excellence in Pennsylvania; and
Healthy Pennsylvania and Enhancing Human Services.

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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Overview and Summaries

2014-15 Fiscal and Program Policy Direction

This section presents the fiscal and program policies that guided the development of the 2014-15
Governor’s Executive Budget. The commonwealth faced significant financial challenges during the past few
years and in response instituted operating and program reductions to help address recurring budget shortfalls.
The ongoing weak national and state economies will again impact state revenues and program spending
levels in 2014-15. Nonetheless, agencies are expected to rise to the challenge and continue to efficiently and
effectively provide quality services to Pennsylvania citizens.

Two key budget development policy documents were issued by the Governor's Budget Office in August
2013 to assist agencies in developing their 2014-15 budget requests — the annual Budget Instructions and the
Program Policy Guidelines.

Budget Instructions
The 2014-15 Budget Instructions directed agencies to prepare budget requests consistent with the
governor’s policy guidance and seek responses to the specific issues that the governor wished to address in
the 2014-15 Governor's Executive Budget. Agencies were to develop plans and policies
FY 2014-15 designed to make government more efficient and effective. Agencies were asked to
Budget prepare 2014-15 budget requests building upon the administrative spending constraints
Instruction and operational efficiencies initiated during the past budget planning cycle and make
every possible effort to eliminate nonessential spending and deliver essential services at

reduced cost.

The budget instructions directed agency heads, program managers and fiscal officers to closely
coordinate all aspects of the development of agency budget requests. The budget request was to include all
data and analysis required to adequately explain and defend agency funding requests. Agency budget
planning was to focus on specific budget proposals to improve the efficiency and effectiveness of program
operations and to ensure that program delivery is consistent with the governor’'s policy guidance and the
mission and goals of the commonwealth.

The budget instructions also provided guidance on the submission of capital budget project requests.
When proposing capital projects, agencies were to consider the broader operating program objectives and
outcome measures the capital project was intended to serve. No capital project request would be
recommended unless the request included a detailed estimate of annualized operating cost changes or
impacts, including new positions required, that would result from completion of the project.

In addition, agencies were directed to strengthen their multi-year planning efforts to realistically reflect
future-year consequences of actions proposed in their budget requests. Expected trends in eligible populations
served, mandated service levels and the potential for improved program and/or administrative efficiencies
were among the factors to consider when preparing multi-year projections.

Program Policy Guidelines
The 2014-15 Program Policy Guidelines provided specific fiscal and program direction to the agencies.
Agency budget planning for 2014-15 was to be predicated on the fact that the Pennsylvania economy was
growing very modestly with a number of factors restraining its growth. The commonwealth

FY 2014-15 budget faced additional challenges, such as increased pension obligations, wage and
Program benefit increases, debt service and medical and entitlement costs, which would consume
Policy virtually all revenue growth. Therefore, agencies should not assume funding increases for

the budget year and should focus on efforts that contribute to achieving structural balance,
as well as on evaluating current programs and recommending changes that will improve program
management and operations, reduce costs and optimize direct services.

Agencies were told that fiscal discipline was the key guiding principle in 2014-15 budget development.
State government must avoid a situation where it repeatedly constrains funding for all programs causing an
inability for it to effectively deliver these programs. The commonwealth must refocus its efforts to achieve
structural balance and direct its limited resources to areas where the investment will truly make a difference for
Pennsylvanians.
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Agencies were asked to consider the following questions during the planning process: Is this program a
core function of government and, if not, can it be eliminated? If it is a core function of government, is the
product or service delivered as efficiently and effectively as possible and, if not, can it be retooled or replaced
to better leverage and target limited resources?

In addition, agencies were directed to:

e Request administrative appropriations at levels that do not exceed 2012-13 enacted budget
amounts. Agencies were to absorb all increases in salary and benefit costs within level funding.

e Eliminate positions that cannot be accommodated within the level-funding guidance. If
necessary, agencies should actively begin to manage complement in the current fiscal year to
mitigate the need for employee layoffs.

e Request no operating and fixed asset spending increases unless other efficiencies,
consolidations or personnel cost reductions were sufficient to offset any increases in a realistic
and sustainable manner.

e Request no program revisions requiring new or increased funding unless those program
revisions could be offset by savings that were achievable in 2014-15 and sustainable in future
years.

e Reexamine current responsibilities and functions and propose opportunities for consolidation of
intra-agency and inter-agency administrative functions. Agencies were to submit administrative
consolidation proposals in their budget requests consistent with the direction provided in the
Guidelines.

e Request no additional state funding to replace lost or reduced federal funding.

Performance Measurement

The 2014-15 budget planning process continued to emphasize performance measurement goal-setting as
a core component of budget planning. Pennsylvania’s public servants are entrusted to

Measuring expend and invest the public’s money on the public’s behalf. In return, citizens expect
Program results and accountability. Agencies were directed to identify key performance indicators
Results along with strategies for achieving key results. Agencies should identify how their funding

requests relate to the high-level goals in their annual performance plans. A core goal of the
budget review process was to evaluate the impact each agency’s proposed expenditure levels would have on
the achievement of its mission and programmatic goals, utilizing the most efficient methods possible.

Finally, the guidelines noted that Pennsylvania, like most other states, was facing a protracted economic
recovery that will take considerable time and effort to address. The direction given was responsive to fiscal
realities and addressed the commonwealth’s 2014-15 budget challenges head on. The principles of fiscal
discipline, limited government and free enterprise were to guide 2014-15 budget planning, allowing the
administration to focus on the core functions and responsibilities of state government and to ensure future
growth and prosperity for all Pennsylvanians. The reader is referred to the 2014-15 Program Policy Guidelines,
a separate document available on the state website, for the entire fiscal and program direction provided to the
agencies during the 2014-15 budget planning process.

The reader is referred to the agency program presentations in Section E Department Presentations for
specific budget recommendations for each program appropriation. The reader is also referred to the 2014-15
Budget in Brief, a separate booklet, for summary information on the 2014-15 Governor’'s Executive Budget,
including recommended program changes and funding levels in pursuit of the administration’s policy and
program direction for the commonwealth.
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Strategic Investments for Pennsylvania

The past three fiscal years have provided the greatest financial challenge to any Pennsylvania
Governor in the modern era. We have faced the challenge of maintaining adequate support for the core
functions of government and popular government programs while facing the loss of federal stimulus
funds, limited revenue growth as the state emerged from the Great Recession and unprecedented cost
drivers in mandatory spending areas, such as pensions, health care programs, debt and public safety
spending. We did so by cutting costs through the elimination of unnecessary programs, reducing
spending in others, and improving our efficiency across the board. We also focused on job creation
initiatives through restructuring our tax system and better aligning our economic development programs.
As a result, Pennsylvania has recovered more than 99 percent of its pre-recession jobs level and has
gained increased tax revenue. Through fiscal restraint and proactive public policy changes, we have been
able to maintain critical government services, spur economic opportunities and provide a foundation for
prudent investment.

Revenue growth for the coming year is projected to be consistent with recent growth trends. While
economic forecasts are positive, growth in major tax categories is expected to be modest. However, this
growth in tax revenue is estimated to be less than the increases in cost drivers. At the same time, the
federal government has reduced its participation in mandatory human service programs, forcing the
commonwealth to make up the difference and increasing our costs by more than $340 million annually.
In addition, the budget builds in additional spending to account for mandated costs under the Affordable
Care Act — a cost of $243 million. These two federal cost drivers alone consume 49 percent of the
commonwealth’s base revenue growth.

Other cost drivers include the commonwealth’s mandated pension contribution to both the State
Employees’ Retirement System (SERS) and the Public School Employees’ Retirement System (PSERS).
The baseline increase is estimated at more than $600 million. Annual debt service is scheduled to
increase by $41 million and public safety costs will increase by approximately $98 million.

In the face of these fiscal challenges, this budget makes significant investments, addressing the
most pressing responsibilities and core functions of government. To enable investments in education,
economic development, health care, and public safety, the budget implements innovations and
efficiencies in core programs.

This budget increases the state investment in education, economic development, and access to
health care, all of which are intended to result in greater economic and quality of life opportunities for
Pennsylvania citizens. Additional investments in transportation infrastructure, making it safer and more
effective, are made possible by the recent enactment of Act 89 of 2013. In addition, new water and sewer
infrastructure investments are possible through the Commonwealth Financing Authority and PENNVEST
from revenue derived from Act 13 of 2012.

Key Investments: Ready to Learn — Educational Excellence in Pennsylvania

The foundation for the investments in education proposed in the budget were laid over the past few
years through initiatives targeted toward increasing accountability and transparency in our schools, and
building stronger support for a higher-quality classroom experience for students. First, a comprehensive
educator evaluation system was implemented to ensure we have high-quality effective educators in every
classroom. Second, academic standards have been better aligned to link classroom learning with the job
requirements and skills in a global economy. Third, the School Performance Profile, built by more than
4,000 Pennsylvania teachers and administrators, now connects schools with parents and their
communities to continue improving the quality of all schools. Finally, the Standards Aligned System is a
portal providing the full portfolio of evidence-based resources needed for educators to better align
teaching and curriculum with post-secondary and career requirements.

With a stronger foundation firmly in place, this budget provides increased investment in areas critical
for and focused on student academic achievement. The budget invests an additional $10 million in early
childhood education providing access to quality pre-school for 1,670 additional children. To ensure
students who need access to specialized learning opportunities are able to succeed, the budget provides
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a $20 million increase in special education funding, the first increase in special education funding in more
than 6 years. The budget builds on the success of the Accountability Block Grant and creates a new
Ready to Learn Block Grant totaling $341 million focused on core areas not always addressed with the
Accountability Block Grant. The Ready to Learn Block Grant will ensure that students are achieving at
grade level in reading and math by third grade; support STEM (Science, Technology, Engineering and
Math) academic programs; provide supplemental instruction support to ensure that every student will be
ready to learn by Grade 3; and support high-performing schools assist struggling schools with improving
their performance through school-to-school mentoring focused on replicating best practices for student
achievement. The budget also proposes a new $10 million grant program to support educators in further
developing and implementing highly promising hybrid learning strategies.

Key Investments: Economic Development

This budget continues a strong focus on job creation and supports JOBS1™ PA in two core areas:
Make It in PA and Talented Workers. It supports the continued resurgence of Pennsylvania’'s
manufacturing, life sciences and technology sectors — so that industry returns to the commonwealth and
brings its jobs back home — and it features a renewed and strengthened investment in job training
opportunities for Pennsylvanians.

The budget builds upon the economic development foundation, network and toolkit built in prior
years. Perhaps the greatest obstacle to business attraction in Pennsylvania has been its business tax
climate. Prior budgets have not only held firm against the pressure for tax increases, but despite this
pressure have actually significantly improved the business tax climate making it more competitive overall
and specifically creating an environment for small businesses and farms to thrive over generations. By
the end of the 2013-14 fiscal year, taxes will have been reduced by $1.2 billion; while at the same time,
the total tax revenue has grown by 8.2 percent.

The network and tools to support economic growth have been put in place including the Partnership
for Regional Economic Performance (PREP) as the key support structure for businesses and PA First, the
primary business attraction and retention tool for the commonwealth. In 2013, almost 43,000 jobs were
either retained or created through the efforts of PREP. The budget provides an increase of $500,000 for
PREP to continue efforts to offer Total Cost Ownership consulting for technical assistance to
manufacturers that have moved manufacturing operations overseas and are interested in bringing the
jobs back to Pennsylvania.

The budget also increases PA First by $5 million, expanding the capacity of Pennsylvania to
compete for jobs and enabling WEDnNetPA to train 10,000 additional employees as part of the job creation
strategy. PA First continues to be an important tool to assist job creators looking to relocate or expand in
Pennsylvania. Since the creation of PA First, more than 10,000 new jobs have been created and more
than 40,000 jobs have been retained.

PA First and Discovered in PA — Developed in PA funds will continue to support the $100 million Job
Opportunity Business (JOB) Partnership Fund, a private equity capital fund that provides an investment
vehicle to channel private and corporate investments into projects and start-up opportunities that
ordinarily might only be eligible for grants or low-interest loans which may not meet their needs given the
business stage they are in. The commonwealth’s investment will be matched by at least a 9:1 ratio with a
minimum of 80% of the capital raised to be invested in Pennsylvania companies and Pennsylvania-
related projects, putting at least $80 million in capital to work creating companies and jobs in
Pennsylvania.

To close the skills gap, the Pennsylvania Targeted Industry Program is providing financial aid grants
to meet workforce needs. The budget increases grant support from $5 million to $6 million. To date,
grants have been awarded to more than 1,200 students — including veterans — enrolled in certification
programs in high-demand industries such as energy, advanced materials and diversified manufacturing,
and agriculture and food production.

In total, the commonwealth spends more than $470 million among its workforce development
programs, all focused on providing a skilled worker for every job.
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Second only to Agriculture in terms of economic impact and job creation, Pennsylvania’s tourism
industry continues to thrive and be a major employer across the commonwealth. The budget provides an
increase of $1.25 million to bolster statewide travel, tourism and film-related economic development. This
increase will support thousands of Pennsylvanians who work in the tourism industry and will assist in
marketing the commonwealth and its rich history and attractions across the globe. In addition, the
commonwealth has a two-year investment strategy, Investing in Penn’s Woods, that will provide more
than $200 million from a combination of capital funds, Growing Greener bond funds, Environmental
Stewardship funds and other current revenue streams to upgrade facilities at our state parks and forests,
further enhancing Pennsylvania as a destination for eco-tourism and outdoor recreation.

Key Investments: Healthy Pennsylvania

Healthy Pennsylvania is a comprehensive plan to increase access to quality, affordable health care
for all Pennsylvanians. The budget provides additional funding to increase access to health care services
for those Pennsylvanians living in underserved and rural areas, including providing additional resources
to help increase the number of health care providers, specifically primary care providers, serving those
communities.

Healthy Pennsylvania will establish a more effective and coordinated long-term care and support
system to ensure quality health care for older Pennsylvanians and persons living with disabilities. The
budget continues investment in services for our most vulnerable in care settings that best meet their
needs.

The commonwealth’s Medicaid program serves as a health care safety net for our most vulnerable
citizens. However, maintaining the program as currently structured places an increasingly high burden on
Pennsylvania taxpayers costing hundreds of millions of dollars in new funding every year. Healthy
Pennsylvania includes a common-sense approach to reforming Pennsylvania’s Medicaid program in
order to provide affordable, quality health care in a fiscally sustainable manner, while increasing access
for 500,000 new eligible individuals through a Private Coverage Option. The budget includes $125 million
in savings from the implementation of reforms to the Medicaid program and the Private Coverage Option
within the Healthy Pennsylvania Medicaid waiver.

Public Policy Initiatives Addressing Cost Drivers

Key cost drivers in the commonwealth’s General Fund budget include health care cost increases due
primarily to a reduction in the amount of funding the federal government provides for the Medical
Assistance program, the federal Affordable Care Act, pension cost increases, and debt service.

Healthy Pennsylvania. The budget establishes Healthy Pennsylvania, an initiative that will reform
the commonwealth’s delivery of its critical health care programs. While the primary objective of
Healthy Pennsylvania is to enhance access to quality health care for Pennsylvania’'s citizens,
keeping medical costs in check is important to being able to achieve that objective. Healthy
Pennsylvania will address the requirements of the federal Affordable Care Act in a manner that is
best suited to Pennsylvania’s demographics and characteristics.

Pension Reform. The pension crisis is crowding out our ability to fund core government programs.
The same dynamic affects school districts across the state. Consequently, the budget proposes
pension reform that is financially sustainable and provides for a more equitable share of the financial
risk, while continuing to provide adequate retirement benefits for retirees. Reforms and benefit
modifications will allow the commonwealth to manage annual pension contributions while addressing
the solvency of the pension systems. Without significant pension reform, the commonwealth’s
budget is on a path in which pension costs will consume a significantly growing share of the overall
budget, forcing cuts to core governmental functions on which our citizens depend.

Commonwealth Pension Contributions. The budget transfers $225 million of private equity
investments and cash reserves from the Tobacco Settlement Fund and the Health Venture
Investment Account to the Public School Employees’ Retirement System as partial payment of the
employer contribution.
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Unclaimed Property or Escheats. A targeted revenue enhancement in the budget is a proposal to
reduce from five years to three years the amount of time unclaimed property is held by outside
institutions. This change would provide an estimated $150 million in one-time revenue.

Non-Impact Drilling. The budget proposes to allow limited drilling activity on commonwealth-owned
lands in instances where the drilling can occur without the need for additional surface impacts. While
this change will result in limited drilling activity, it is projected to generate $75 million of immediate
revenue to the commonwealth and significant additional royalty revenue into the future.

Debt Management. This budget reflects actions previously taken to better manage the
commonwealth’s debt. Some of these actions are reflected in the enactment of Act 77, providing for
additional decision making criteria and imposing limits on the Redevelopment Assistance Capital
Program (RACP), including requirements that projects meet guidelines on the amount of economic
value provided to Pennsylvania communities. While the commonwealth’s debt load will continue to
increase over the coming years due to commitments made in prior years, significant changes have
been made so that the debt burden in certain categories will stabilize with new debt and debt
retirement brought into greater alignment. The budget maintains the capital funding levels introduced
in the 2012-13 budget at approximately $200 million in Public Improvement Projects for
commonwealth-owned buildings and facilities, and continues to focus on the priority infrastructure
needs of the commonwealth. The level of higher education project releases that the commonwealth
provides the State System of Higher Education and the State Related Universities — the University of
Pittsburgh, Penn State University, Temple University and Lincoln University — will remain level at
approximately $160 million a year, which the system and universities may direct toward their capital
priorities. The budget also reflects reforms in the RACP and the implementation of Act 77
requirements providing greater transparency and limits on program growth.

Without the prudent fiscal management over the past few years, Pennsylvania would have had even
greater difficulty dealing with the unforeseen challenges it experienced in 2013-14 and the cost pressures
it now faces in 2014-15. In 2013-14, the commonwealth dealt with a federal government shutdown,
natural weather disasters, and federal and state court decisions, all of which had significant negative
financial consequences for the commonwealth. The 2014-15 budget maintains fiscal discipline and
proposes public policy initiatives to allow for strategic investments in education, economic development
and health care for Pennsylvanians.
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Pension Challenge and Reform

The pension challenge continues to be a key topic of discussion in nearly every corner of the
commonwealth. It is a question on the minds of many, and increasingly on the minds of Pennsylvania
taxpayers who ultimately bear the cost of the system through their tax dollars. All of these stakeholders,
while representing diverse interests, recognize the budget crisis facing Pennsylvania — that the
commonwealth’s growing pension obligations are crowding out funding for core governmental programs.

The fiscal reality is that absent meaningful structural pension reform, the state’s budget is on a path
that will force a choice between either fully funding pension obligations or making cuts to the core functions
of government on which our citizens rely.

Just as it impacts at the state level, this same dynamic plays out in nearly every school district across
the commonwealth. Increasing pension contribution obligations claim a greater share of school district
budgets, crowding out funding for education, whether it is direct classroom instruction, extra-curricular
activities, facilities and maintenance, and will ultimately put pressure on districts to increase property taxes.

Failure to enact meaningful reform also impacts the commonwealth’s ability to attract and keep job-
creating businesses within its borders and will negatively affect the credit rating of the commonwealth,
costing taxpayers more money in increased interest rates for bond issuances.

Unfunded Pension Liability

Pennsylvania has two public pension systems: the Public School Employees’ Retirement System
(PSERS) and the State Employees’ Retirement System (SERS). The two systems’ total liabilities (future
retirement benefits to be paid) exceed the total assets of the combined plans by $50 billion. This unfunded
liability is essentially a state debt owed to state workers and public school employees.

Actuarial valuations show that SERS is 58.8 percent funded, while PSERS is 63.8 percent funded.
When the valuations of the two systems are combined, they are approximately 62 percent funded. A
healthy funding ratio is considered 80 percent. The funded ratios of the two systems are expected to
continue to decline in the next several years.

Growing Total Commonwealth Employer Contributions

To fund the current cost of pension benefits as well as the unfunded liability, the commonwealth’s total
required employer contribution rates have and will continue to rise quickly. The employer contribution rate
for SERS, which was just 5 percent of payroll in 2010-11, is now 16 percent, and will grow every year,
reaching 31 percent in 2017-18. Likewise, the PSERS rate, which stood at 5.64 percent of payroll in 2010-
11 is at 16.93 percent for the current fiscal year and is expected to increase every year, reaching 30
percent in 2018-19. Both rates will remain at these high levels for several years before retreating.

These numbers are staggering, but the pain imposed on the state budget comes in the year-over-year
cost growth as pension contributions claim a growing share of the General Fund and of available new
revenues (detailed in the next section). Costs have more than doubled in the past two years. In the 2014-
15 fiscal year, total contributions are expected to increase by more than $600 million.

Commonwealth Employer Contributions as a Share of Available Revenue

Rising pension costs will claim a significantly larger share of new revenues, threatening to overwhelm
the budget and the vital programs and services that it funds. If pensions alone were the only area of state
government growing, the challenge posed here might be less acute. But, pensions are not the only area of
state government seeing substantial cost growth.

As pension costs grow significantly for the next several years without pension reform, the future is
likely to include program and service reductions as more and more pressure is put on the commonwealth’s
budget.

A Framework for Success

The pension reform plan must recognize that the commonwealth cannot correct its pension problem all
at once. Significant changes are required to make real and lasting pension reform. In the short term, the
plan includes measures to help smooth contribution increases that are consuming an ever-growing portion
of the General Fund, while addressing key components of a successful pension reform plan.

Wpennsylvania Al.11 GoverNOR'’s ExecuTiveE BubceT 2014-2015



Theme: Pension Challenge and Reform

Key components of successful pension reform:

Protect Retirees and Employees. Retirees will see no change to their current benefits; they will
continue to collect the benefits they have earned. Pension benefits earned by current employees will
not be affected by pension reform. What employees have earned, they will keep. For future
employees, pension reform must provide for an adequate retirement benefit.

Equitable Risk Sharing. Currently, taxpayers bear the full financial risk of the pension plans. Pension
reform should reduce the risk on Pennsylvania’s taxpayers by offering a defined contribution, 401-k
style retirement plan for future employees.

Reduce the Burden on School Districts. The escalating pension costs affect school districts’ ability
to fund critical education programs. Increasing pension contributions means fewer dollars make their
way to direct classroom instruction, essential to promoting student achievement. Pension reform
should provide relief to our school districts at a sustainable rate, while paying for the relief through
reforms.

Address the Unfunded Liability. Pension reform cannot “kick the can down the road.” Shifting the
problem into the future exacerbates the already significant unfunded liability, making it more difficult to
achieve a financially sustainable pension system.

With pension reform, employer contributions to the pension systems can be reduced, providing much-
needed budgetary relief without “kicking the can down the road”. This relief can be achieved through
reducing the current pension collars to 2.25% in 2014-15, then increasing the collars by 0.5% per year until
the collars reach 4.5% or the collared rate is equal to the annual required contribution rate. Savings
generated by reducing the pension collars will be more than paid for by enacting pension reform. The
budget funds operating appropriations at levels consistent with reducing the pension collars to 2.25%.

It is critical to the financial sustainability of the pension system to implement a pension reform plan that
includes the key components discussed here, provides budgetary relief and that does not “push off” the
costs to the future.
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JOBS1® PA - Pennsylvania is Working

Make It in PA — Talented Workers

Creating and maintaining an environment in which good, family-sustaining jobs can grow continues
to be a top priority to ensure we are building a stronger Pennsylvania. Through meaningful tax, legal and
regulatory reform, and strategic investments and partnerships over the past few years, the foundation for
Pennsylvania’s financial future as an economic powerhouse has been renewed. As a result,
Pennsylvania has recovered more than 99 percent of its pre-recession jobs level. With record
investments in education, historic transportation funding, a renewed business climate and abundant low-
cost energy, Pennsylvania is working and its employment future is bright.

In 2012, JOBS1® PA was launched as a comprehensive roadmap to economic recovery that
harnessed the state’s resources and talents to prioritize private-sector job creation and retention.
JOBS1®* PA is further enhanced with a set of initiatives that will ensure Pennsylvania is built to advance.
The initiatives position government to act as a partner in progress, rather than as an adversary, to build
the environment in which jobs can be fostered and grow.

This budget continues building on the successes of JOBS1% PA by focusing in two core areas: Make
Itin PA and Talented Workers. It supports the continued resurgence of Pennsylvania’s manufacturing, life
sciences and technology sectors — moving the economy forward and creating new job opportunities for
our citizens. Its second focus features a renewed and strengthened investment in job training
opportunities for Pennsylvanians.

Make It in PA

Pennsylvania’s location, available energy and talented workforce are second to none. Fueled by
recent growth in advanced manufacturing and transportation, along with lower-cost energy due to an
abundance of natural gas from Marcellus shale and nuclear energy, Pennsylvania’s manufacturing
economy is poised to make a comeback as a global leader. It is driving job creation and attracting new
and sustainable industries to Pennsylvania every day.

Home of the second largest energy field in the world, Pennsylvania’s vast energy portfolio - including
oil, natural gas, coal, nuclear and renewables — has positioned the commonwealth as the Keystone to our
nation’s domestic energy future. An energy independent state and nation means supporting jobs here,
and utilizing our resources here rather than sending them abroad. Pennsylvania is strategically located
with an expansive intermodal system comprised of ports, rails and airports that is critical to economic
vitality. Additionally, Pennsylvania has an extensive network of overseas offices and representatives that
cover more than 70 international markets, and is one of the fastest growing states for foreign direct
investment. This has enabled Pennsylvania to attract businesses like Foxconn - the world’s largest
manufacturing of electronic components — and companies like Apple — which has committed to a $30
million expansion investment and the creation of 500 jobs along with a $10 million R&D partnership with
Carnegie Mellon University.

JOBS1™ PA is placing Pennsylvania a step ahead of the competition in bringing the jobs home —
good, family-sustaining jobs back to Pennsylvania. The budget, through targeted investments, will
support JOBS1® PA and strengthen critical job-creating programs and partnerships — with businesses
small and large — that have a proven track record of results. These initiatives work to boldly position
Pennsylvania as a leader in manufacturing, but also, in energy, life sciences and technology.

The budget continues to support collaborations that utilize innovative programs to market
Pennsylvania and foster new jobs in growing industries. The budget provides continued funding for the
Discovered in PA — Developed in PA program, which moves ideas more quickly from the lab to the
marketplace. This program has assisted in retaining and creating more than 300 jobs by working in
concert with Pennsylvania’s universities and the Department of Community and Economic Development.

This budget supports the Joint Opportunity Business (JOB) Partnership Fund, a private equity capital
fund seeded with $10 million from the PA First program beginning in the 2013-14 budget. The JOB
Partnership Fund will provide an investment vehicle to channel private dollars into Pennsylvania projects
and deals that ordinarily would receive only grants and low-interest loans from the commonwealth. The
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JOB Partnership Fund is an example of public-private partnership at its best; the commonwealth’s
investment will be matched by at least a 9:1 ratio with private capital which will assist in attracting job
creators to locate in Pennsylvania.

Nearly 43,000 jobs were either retained or created in 2013 through the efforts of the Partnership for
Regional Economic Performance (PREP), a statewide network of local partners that work together to
deliver vital assistance to job creators across ten Pennsylvania regions. The PREP partners support
many economic development projects — especially small businesses — including new business
development, relocations or expansion of existing facilities. To continue these efforts and to ramp up
services, the budget will provide an increase of $500,000 to PREP to offer Total Cost Ownership
consulting for technical assistance to manufacturers that have moved manufacturing operations overseas
and are interested in bringing the jobs back to Pennsylvania. Since manufacturers need to ensure that
their supply chain can be reconfigured quickly to avoid disruptions in production and delivery, the PREP
partners will utilize their expertise to assist with supply chain development and supplier scouting for
manufacturers.

In 2013, through Administration efforts, the most comprehensive piece of state transportation
legislation in decades was enacted. The transportation plan will invest an additional $2.3 billion annually
into the state’s roads, bridges, transit and multimodal transportation systems by its fifth year of
implementation, creating approximately 50,000 new jobs. Speed to market is critical to manufacturers
bringing in raw materials and moving finished products to consumers. A secure transportation future will
help commonwealth efforts to encourage manufacturers to return operations to Pennsylvania as well as
create additional manufacturing opportunities in the state.

Second only to agriculture in terms of economic impact and job creation, Pennsylvania’s tourism
industry continues to thrive and be a major employer across the commonwealth. The budget provides an
increase of $1.25 million to bolster statewide travel, tourism and film-related economic development. This
increase will support thousands of Pennsylvanians who work in the tourism industry and will assist in
marketing the commonwealth’s rich history and attractions across the globe.

To harness these important initiatives and market Pennsylvania to the rest of the world as a great
place to do business, the Governor's Action Team connects Pennsylvania with employers looking to
relocate. The team is broadening its focus to help more small businesses by expanding their employer
outreach efforts, which has led to the creation of 3,400 jobs and $300 million in pledged private
investments utilizing PA First. Team efforts from all job creators have generated 30,415 new jobs and
retained 52,343 jobs with more than $4.8 billion in pledged private investments during this Administration.

To support the Governor's Action Team in reaching foreign markets and bringing employers back to
Pennsylvania, the budget increases funding by more than $600,000 for World Trade PA. This critical
funding will expand promotion of Pennsylvania exports in key international markets and attract foreign
investment. The budget also increases funding for Pennsylvania’s ability to market itself through a $1.1
million increase to the Marketing to Attract Business program. This program is the single source for
promotional, advertising and event management efforts to communicate to site consultants, business
executives and entrepreneurs, throughout the nation and around the world, why job creators should start,
expand or relocate their businesses in Pennsylvania. Our marketing efforts are designed to develop an
actionable, cohesive, results-oriented public relations and limited print campaign that highlights how
Pennsylvania is built to advance.

Talented Workers

Nothing is more critical to ensuring the economic strength of Pennsylvania and to securing good
paying jobs for Pennsylvanians than the development of a well-educated and trained workforce.
Currently, the commonwealth spends more than $470 million on job training programs and on services to
assist job seekers find employment, and this budget increases that investment in workforce training. In
addition, increased state funding has been directed to public education over the past three budgets —
because every dollar invested in our children and adult learners is a dollar invested in the
commonwealth’s future. The initiatives within this budget and JOBS1* PA combined with other efforts to
more strategically align education and training with job openings, will place Pennsylvania a step ahead of
the competition as a top performing state and global leader.
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The budget increases PA First by $5 million, of which $2 million will be allocated to the WEDnetPA
Job Training Program to train 10,000 additional employees. PA First continues to be an important tool to
assist job creators looking to relocate or expand in Pennsylvania. Since the creation of PA First, more
than 10,000 new jobs have been created and more than 40,000 jobs have been retained. Additionally,
the program supported the training of more than 175,000 employees.

To close the skills gap, the Pennsylvania Targeted Industry Program is providing financial aid grants
to meet workforce needs which will increase with this budget from $5 million to $6 million. To date, grants
have been awarded to more than 1,200 students — including veterans — enrolled in certification
programs in high-demand industries such as energy, advanced materials and diversified manufacturing,
and agriculture and food production.

In addition, PREP also participates in significant workforce training initiatives. With that in mind,
there is great value in joining forces between the PREP Regions and the Local Workforce Investment
Boards, who will partner with the Department of Labor and Industry and the Department of Community
and Economic Development. In order to facilitate partnerships, JOBS1* PA and the Reemployment Fund
will provide $2 million in incentive grants to spur synergy and direct contact between job seekers and
local job creators.

The budget establishes Jobs for All, an on-the-job-training reimbursement program, as a direct
financial incentive to promote the hiring of young people with disabilities. The first phase of this initiative
will help employers successfully hire up to 1,000 young people with disabilities. This new injection of $1
million in state funds will allow for the drawdown of an additional $3.8 million in available federal funds,
allowing the Department of Labor and Industry’s Office of Vocational Rehabilitation to serve more people
with disabilities seeking employment.

With increased investments in this budget strengthening Pennsylvania's library system, it will enable
key partnerships to continue and expand between the 700 libraries and 65 PA Careerlink® centers
strategically located across the commonwealth that provide job seekers with resources in their local
communities, such as resume writing assistance, literacy programs and access to the Internet.

JOBS1® PA will continue to connect job seekers and employers through JobGateway®".
JobGateway™ is a free, user-friendly job matching website that helps Pennsylvanians looking for work
find opportunities from over 165,000 real-time postings, find training for positions they have interest in and
find out what industries are hiring in their region. To continue to meet the needs of Pennsylvania’s job
seekers, the system will be expanded to include online training programs, such as decision-
making/critical thinking courses, and a self-directed skills assessment to help identify potential
occupations or skill deficiencies.

This budget invests in programs that promote the continued resurgence of Pennsylvania’s
manufacturing, life sciences and technology sectors, strengthen critical job-creating programs and
partnerships that have a proven track record of results, and support collaborations that utilize innovative
programs to market Pennsylvania and foster new jobs in growing industries.
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Ready to Learn —
Educational Excellence in Pennsylvania

Every Pennsylvania child deserves access to a high-quality public education. Over the past three
years, the Ready to Learn education agenda has been transforming Pennsylvania’s public education
system. Through targeted initiatives, Ready to Learn has increased accountability and transparency in
our schools, infused stronger educational resources into our classrooms and focused financial resources
on supporting students at all levels. As a result, Pennsylvania students are ready to learn, ready to grow
and ready to succeed as they prepare to embrace the challenges of the 21* century global economy.

As one component of Ready to Learn, increased financial support has been provided to ensure that
more state dollars are directed toward Pennsylvania’s classrooms. Since 2011, an additional $1.2 billion
has been invested in education — setting a new all-time high of $9.75 billion in direct state support for
public education in Pennsylvania. From Pre-Kindergarten to K-12 to post-secondary education, every
dollar invested in Pennsylvania students is a dollar invested in the commonwealth’s future. This budget
builds upon the strengths of Pennsylvania’s public education system and supports the next phase of
Ready to Learn by making additional strategic investments in Pennsylvania’s students and classrooms.

Increasing Accountability

In 2012, legislation was enacted that established Pennsylvania’s first comprehensive educator
evaluation system to ensure that high-quality, effective educators are in every classroom across the
commonwealth. For the first time, Pennsylvania’s educator evaluation system is based in part on multiple
measures of student achievement and teachers in need of extra support now have access to improved
professional development opportunities aligned with their specific classroom needs. The budget
continues the investments necessary to support educator and principal evaluation systems and high-
quality professional development.

To ensure that when students graduate high school and college they are career ready, in 2013, the
State Board of Education adopted academic standards, known as Pennsylvania Core Standards, to better
align today’s classroom instruction with the demands of a global economy. To make sure that students
master essential subjects, such as Algebra, Biology and English Language Arts, Pennsylvania has
transitioned from outdated modes of testing to end-of-course assessments, known as the Keystone
Exams. The budget provides funding for continued implementation and support of the Keystone Exams in
Algebra 1, Biology and English Language Arts, and the Pennsylvania Core Standards.

Ensuring Transparency

The launch of the School Performance Profile in 2013 marked an important milestone in better
connecting schools with students, parents and communities. In an effort to give parents, students,
taxpayers and educators an overview and in-depth analysis of how each public school is academically
performing, the profile provides a 0-100 score for the more than 3,000 public school buildings across the
commonwealth. More than 4,000 Pennsylvania teachers and administrators helped to build the School
Performance Profile, which serves as a crucial tool in continuing to improve the quality of education in
Pennsylvania’s classrooms. The budget continues funding for the School Performance Profile.

Providing Support

As Pennsylvania schools strive to continually transform their classrooms and curriculum to meet the
growing needs of their students, the Department of Education has developed a unique portal of
educational resources called the Standards Aligned System. This portal includes voluntary model
curriculum, teaching strategies and career-bound information critical to educators as they provide
instruction to students. This provides educators, parents and students access to thousands of evidenced-
based and standards-aligned resources. The portal serves as a quick and efficient way for educators to
access free resources to support the varied and specific needs of PreK-12 classrooms and students —
enabling educators to better align education in the classroom with post-secondary education and job
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opportunities. The portal also is closely aligned with the School Performance Profile to ensure that
schools can readily access curriculum information to support teaching areas in need of improvement. The
budget continues to provide funding for the Standards Aligned System portal.

New Strategic Investment in Pennsylvania’s Children and Schools

This budget marks the next phase of the Ready to Learn education agenda, which includes new
strategic investments in the entire continuum of public education, and also builds upon the solid
foundation of increased accountability, improved transparency and greater support for students,
educators and schools. Investments supporting the Ready to Learn agenda include:

Early Childhood Education.

e Pre-K Counts. The budget invests an additional $10 million in Pre-K Counts — providing
approximately 1,670 additional pre-school age children with the opportunity to attend high-
quality early learning programs. Pre-K Counts programs have consistently delivered high-
quality pre-kindergarten education to Pennsylvania’s three- and four-year olds who are at risk
of academic failure. This investment builds upon the $46.5 million in additional early
childhood education funding provided through various programs that reached an additional
11,000 children over the past three years.

e FEarly Learning Challenge Grant. In 2013, Pennsylvania was awarded $51.7 million
through the federal Race to the Top Grant program to support high-quality early childhood
education programs across the commonwealth. The budget allocates a total of $15.8 million
in federal funds between the Department of Education and the Department of Public Welfare.
The Department of Education’s allocation will be used for:

v' Kindergarten Entry Inventory provided to schools at no cost to better understand
the needs of children upon kindergarten entry.

v Governor’s Institutes designed to enhance teaching practice for Pre-K to Grade 3
educators in a variety of early learning topics, including early literacy, math
proficiency and STEM (Science, Technology, Engineering and Math) education.

v' Early Childhood Education Community Innovation Grants designed to increase
family support and engagement, develop stronger relationships between early
childhood education programs and school districts, and strengthen the network of
community organizations that serve families with young children. Grants will be
targeted to communities that serve low-performing elementary schools.

Kindergarten to Grade 12. The budget strategically invests $351 million in Pennsylvania’s public
schools through the following initiatives:

e Ready to Learn Block Grant. The budget provides $341 million in total funding, including
$241 million in new Ready to Learn funding for school districts that focus on student
achievement and academic success, and funding for the successful Accountability Block
Grant that supports pre-kindergarten, full-day kindergarten and other proven educational
programs at the current level of $100 million. As part of this budget, schools will be
authorized to use their Accountability Block Grant allocation for purposes allowed in the
Ready to Learn Block Grant, ultimately increasing flexibility for school districts and improving
learning outcomes for students.

A total of $240 million of the Ready to Learn block grant funds will be allocated through a
student-focused funding formula to enhance early learning opportunities for students and
provide resources for schools to innovate at the local level. School districts will be able to
use their Ready to Learn allocation for programs, such as:

v Ready by 3" Grade to ensure that every student in Pennsylvania is performing at
grade level in both reading and math by third grade;
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v" STEM (Science, Technology, Engineering & Math) Education to support STEM-
related academic programs, which are the key growing job fields of the future; and

v" Supplemental Instruction support to enable more flexibility for schools to provide
customized instruction for students.

The other component of the Ready to Learn Block Grant, The Governor’'s Expanding
Excellence Program, will provide $1 million in competitive grant funds for Pennsylvania’s
high-achieving public schools to analyze and publish best practices that have proven to
increase student achievement. Grants will be awarded to high-achieving schools that are
willing to share their strategies and techniques and support schools throughout the
commonwealth as they strive to increase student achievement through these identified best
practices.

e Pennsylvania Hybrid Learning Grants. The budget provides $10 million in new funding for
competitive grants to support schools in developing and implementing new educational
strategies in the classroom that customize a student’s education and improve student
performance. Hybrid learning, which blends traditional and digital learning, has proven
successful in K-12 education across the country. This funding enables 100 schools in
Pennsylvania to implement a hybrid learning model that best meets the needs of their
students.

e Governor’'s Schools of Academic Excellence. The budget provides $350,000 to support
three Governor’s Schools in agricultural sciences, STEM-related education and engineering.
This initiative will provide talented high school students a unique summer opportunity on a
college campus to engage in hands-on experiences working with leading experts and
educators in each of the three fields. Each program will stress innovation and cutting-edge
instruction in professional and laboratory settings.

e Special Education. The budget provides an additional $20 million for special education,
distributed through a funding formula that allocates funding to school districts based on three
categories of students receiving special education, to ensure that students who need access
to specialized learning opportunities are able to succeed. This is the first increase in funding
for special education in six years.

Ready to Succeed. The budget provides $25 million through the Pennsylvania Higher Education
Assistance Agency for Ready to Succeed scholarships, to make post-secondary educational
opportunities more affordable to middle-income Pennsylvania families. The Ready to Succeed
program will be merit-based and will enable eligible students to pursue two-year or four-year post-
secondary degrees at any Pennsylvania college, university or technical school.

Every dollar invested in Pennsylvania students is a dollar invested in the commonwealth’s future.
This budget builds upon the historic education investments made over the last three years, strengthens
Pennsylvania’s public education system and supports the next phase of Ready to Learn by making
additional strategic investments in Pennsylvania’s students and classrooms.
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Healthy Pennsylvania and Enhancing Human Services

Increasing Access to Quality, Affordable Health Care — Improving the Health
and Well Being of Pennsylvanians

HEALTHY PENNSYLVANIA

Healthy Pennsylvania is a comprehensive plan to increase access to quality, affordable health care
for all Pennsylvanians. Healthy PA has three key priorities: improving access; ensuring quality; and
providing affordability. Despite the fiscal challenges continuing to face state governments across the
nation, this budget advances the Healthy PA plan while also reaffirming a commitment to preserving the
safety net for individuals with intellectual and physical disabilities, seniors, children and low-income
families. In advancing Healthy PA while funding needed services for our most vulnerable citizens, the
budget strikes the appropriate balance between the need to transform our health care system into a
sustainable system, focused on quality outcomes and increases access to care and the need to improve
the delivery and accessibility of human services.

The budget provides resources to serve more individuals who have been waiting to access needed
services, and will accelerate the modernization of the delivery of health care throughout the state —
improving access to quality, affordable health care. Additionally, the budget will continue efforts to ensure
that Pennsylvanians in need of long-term care services and supports are served in the appropriate setting
and have the ability to stay at home or in the community.

Improving Access

To improve the overall health of the commonwealth, all Pennsylvanians need to have reliable access
to quality, preventive health care services. This budget provides additional funding to increase access to
health care services for those Pennsylvanians living in underserved and rural areas, including providing
additional resources to help increase the number of health care providers, specifically primary care
providers, serving those communities.

Increasing Support for Community Health Centers and Health Care Clinics. The budget
doubles the investment made last year to provide a total of $8 million in critical funding to
Pennsylvania’s community-based healthcare clinics. Community-Based Health Care Subsidy
funding will enable more health centers and clinics to provide immediate access to or enhance
preventive primary care services in underserved areas of the state. Funding will be dedicated to
sustainable medical clinics, including those that focus on providing mental health services. The new
investment of $4 million will fund four additional health centers and clinics in addition to 36 existing
health centers and clinics.

Expanding Access to Primary Care Services in Rural and Underserved Areas of
Pennsylvania. The budget increases funding by $4 million to provide loan repayment assurance to
health care practitioners who commit to working in primary care in rural and underserved areas of
the commonwealth. This funding will provide an additional 70 awards to physicians, dentists and
other practitioners. Physicians tend to stay and practice in the areas in which they complete their
residency. To help address the growing primary care shortage in our rural areas, the budget provides
funding to create 12 new residency slots for medical school graduates who are legal Pennsylvania
residents or who have completed their medical school education in Pennsylvania and who commit to
providing primary care in a rural Pennsylvania community upon completion of residency training.

Ensuring Quality

A core component of Healthy PA is developing a more effective and coordinated long-term care and
support system to ensure quality health care for older Pennsylvanians and persons living with disabilities.
The budget meets this objective through continued investment in services for our most vulnerable in care
settings that best meet their needs.

Wpennsylvania A1.19 GoverNOR'’s ExecuTiveE BubceT 2014-2015



Theme: Healthy Pennsylvania and

Enhancing Human Services

Expanding Services for Older Pennsylvanians and Individuals with Physical Disabilities. The
budget provides a significant investment in home and community-based services for both older
Pennsylvanians and individuals with physical disabilities to ensure continued access for those
currently being served and to serve new individuals on the waiting lists.

Building on last year’s substantial investment of an additional $50 million for increased access to
crucial services to more Pennsylvania seniors, the budget provides an increase of $23.5 million in
General and Lottery funds to serve:

v" an additional 1,764 older Pennsylvanians through the Medicaid Home and Community-
Based Aging Waiver ($11.6 million);

v/ an additional 800 individuals in the LIFE program ($9.4 million);
v/ an additional 500 individuals on the Options waiting list ($1.1 million); and

v'an additional 204 individuals who transfer from the Department of Public Welfare's Attendant
Care Program at age 60 ($1.4 million).

The budget also provides $18 million in new state funds to serve an additional 1,599 individuals with
physical disabilities in community settings through the Services to Persons with Disabilities Waiver
and the Attendant Care Waiver.

Providing Affordability

Pennsylvania’s Medicaid program is intended to serve as a health care safety net for our most
vulnerable citizens, but maintaining the program as currently structured places an increasingly high
burden on Pennsylvania taxpayers costing hundreds of millions of dollars in new funding every year.
Currently, one in six Pennsylvanians — more than two million people — are on Medicaid, and the costs
now account for 23 percent of the entire General Fund budget for the commonwealth. In total,
Pennsylvania taxpayers and the federal government spend approximately $22.3 billion annually on
Medicaid. The Healthy PA plan includes a common sense approach to reforming Pennsylvania’s
Medicaid program in order to provide affordable, quality health care in a fiscally sustainable manner.

Healthy PA — Reforming Pennsylvania’s Medicaid Program

To ensure that the commonwealth can provide sustainable access to quality, affordable health care
coverage well into the future, Healthy PA includes common sense reforms to Pennsylvania’s Medicaid
program and increases access to health care coverage for more than 500,000 low-income residents
through its Private Coverage Option. This innovative plan promotes healthy behaviors, improves health
outcomes, increases personal responsibility, and ensures that benefits match health care needs.

The Healthy PA plan realigns the current Medicaid adult benefit package into two commercial-like
benefit packages that are consistent with national standards for coverage and also builds in positive
incentives for healthy choices and personal responsibility. Individuals under the Private Coverage Option
and reformed Medicaid program will also have reasonable cost sharing, either consistent with nominal
copayments that currently exist in the Medicaid program, or a nominal premium that would replace
existing co-payments except for non-emergency use of the emergency room. The cost-sharing design is
pending federal waiver approval. Being pro-active and healthy is also encouraged in the Private
Coverage Option and the reformed Medicaid program as premiums may be reduced by seeking certain
preventative services and screenings as well as work. Job training and career assistance are also
available to provide more individuals with tools and pathways to independence.

The budget includes $125 million in savings from the implementation of reforms to the Medicaid
program and the Private Coverage Option within the Healthy PA Medicaid waiver. The budget assumes
approval of the waiver by the federal government.
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ENHANCING HUMAN SERVICES

The budget provides the Department of Public Welfare with the necessary resources to enhance and
strengthen its commitments to serve Pennsylvania’s most vulnerable individuals by improving and
expanding access to essential human services programs including:

Early Learning Challenge Grant. In 2013, Pennsylvania was awarded $51.7 million through the
federal Race to the Top Grant program to support high-quality early childhood education programs
across the commonwealth. This four-year grant supports the commitment to providing high-quality
early learning opportunities for Pennsylvania’s youngest students.

The budget allocates a total of $15.8 million in federal funds between the Department of Public
Welfare and the Department of Education. The Department of Public Welfare's allocation will be
used to:

v" Enhance access for children with high needs to high-quality early learning and development
programs;

v" Develop stronger relationships between early childhood education programs and school
districts;

v' Develop strategies focused on increasing family supports and engagement; and

v" Improve access and delivery of high-quality professional development for early learning
educators.

Expanding Services for Individuals with Intellectual Disabilities and Autism. The budget
includes an additional $23.5 million to provide home and community-based options for an additional
1,200 individuals with intellectual disabilities and autism. This increase enables an additional 700
young adults who are graduating from the special education system to continue to live independently
in the community. It also enables an additional 400 individuals who are on the emergency waiting list
to access crucial services to keep them in their home and community. In addition, this funding
expands services in the Autism waiver to an additional 100 individuals.

Moving Individuals from Institutional Care to Community-Based Care. The budget includes an
additional $5.4 million to increase community placement for individuals currently in state mental
hospitals and state intellectual disability facilities. This funding enables the transition of 90 clients
from state mental hospitals to progressive mental health treatment in home-like settings and 50
clients from state intellectual disability facilities to home and community-based settings.

Domestic Violence and Rape Crisis. The budget provides $2.2 million, a 10% increase in funding,
for services dedicated to victims of sexual and domestic violence.

Child Care Assistance and Improving the Quality of Child Care Programs. The budget
continues the commitment to high quality child care and assures that more than 210,500 children of
low-income families, Temporary Assistance for Needy Families (TANF) recipients, and former TANF
families who are now fully employed will receive child care services. Access to affordable child care
is often a necessary step that enables many low-income individuals to remain actively engaged in
the workforce — affording them more opportunities to move toward financial independence. The
budget provides $15 million in federal funds to allow an additional 2,895 children currently waiting for
services to receive child care assistance.

The investments made in this budget to increase access to essential health care services, preserve
safety net programs for our most vulnerable individuals and ensure access to services in underserved
areas of the state continues the Healthy PA goal to increase access to quality, affordable health care
coverage for all Pennsylvanians.
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Economic Outlook

The Pennsylvania Department of Revenue and the Office of the Budget are assisted in constructing
the official tax revenue estimates by two main sources of economic forecast data: IHS Global Insight,
Inc., of Lexington, Massachusetts, and Moody’s Analytics, of West Chester, Pennsylvania. Both firms are
private economic forecasting and consulting firms that provide forecast data to the commonwealth and
other customers. Various projections from IHS Global Insight's national forecast, as well as a recent
forecast produced by Moody’s Economy.com, were used to assist in developing the revenue estimates in
this document for the budget year and other future fiscal years. Analyses and discussion in this section,
as well as the revenue estimates used in the budget, are based on a combination of data from each
source and further analysis from the Department of Revenue and the Office of the Budget.

U.S. Recent Trends and Current Conditions

The United States economy continues to improve as sound fundamentals emerge as the theme
going forward.

Chart 1

along with a number of other positive _1 09

The Bipartisan Budget Act of 2013, REAL GROSS DOMESTIC PRODUCT
economic indicators, has helped to produce 5 g
a strong 2013 third quarter real GDP  _3q9

which was signed into law on December Annual Growth
26, 2013, provides relief from the spending  4.0%
sequester and eliminates the chance of  3.0%
another government shutdown in the near  2.0% - - H
future, which should help add to economic 1.0% - L] L
growth over the next two years. This, 0.0% - Lot iy
growth estimate (4.1%). The improved _4qo,

economic fundamentals of the third quarter 2005 2007 2009 2011 2013 2015 2017
continued into the fourth quarter and may Projected

result in an upward revision to IHS' 2014

forecast. The federal government shutdown in October 2013 is expected to subtract approximately 0.3
percentage points from fourth quarter 2013 GDP growth.

The Federal Reserve Board (Fed) also began its much anticipated tapering process recently by
announcing that beginning in January, it will buy $75 billion in bonds each month, down from the $85
billion it had been buying since September 2012. "In light of the cumulative progress toward maximum
employment and the improvement in the outlook for labor market conditions, the Committee decided to
modestly reduce the pace of its asset purchases," the Fed said in a statement. The Fed decided to cut
back on both types of bond purchases — mortgage-backed securities and Treasuries — each by $5 billion
per month. The program had pushed the

Fed'’s assets to almost $4 trillion recently. The Chart 2
tapering could produce a steepening of the usS. UNNEMZLO.Y'Y'IENIT RATE
yield curve, which would increase the cost to  12.0% on-dreste
borrow.
10.0%
GDP has rebounded following the Great  g.0% //\

Recession and is forecast to grow / \
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approximately 3 percent annually over the \/ —

next five years as shown in Chart 1 above. 4.0%

Chart 2 shows that the year-end 20%
national unemployment rate peaked in the 0.0% ‘ . ‘
2010 time period, with the highest point being T 2004 2009 2014 2019
reached in October 2010 (10.1%). It has
since decreased by 3% to just under 7% and
is projected to drop below 6% in 2016. Nationally, the number of people unemployed peaked at
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15,382,000 in October 2009. There are now 4,475,000 fewer people unemployed as of November 2013

compared to the October 2009 peak.

Although the unemployment rate has decreased, the majority of the jobs recovered or created
nationwide, six out of ten, according to U.S. Labor Department data, are at the low end of the wage

scale.

The federal funds rate, the rate at which depository institutions actively trade balances held at the

Federal Reserve on an uncollateralized
basis, continues to be at historic lows.

The Fed took action during the 6.0%
financial crisis in an attempt to reduce
the impact of the economic crisis. 5:0%
Reductions to the federal funds rate
. . 4.0%
were extraordinary in scale and
frequency. 3.0%
The expectation, at least for the 2.0%
foreseeable future, is that the Fed will
continue to keep rates at historic lows. ~1:0%
When the federal funds rate is low, .,

banks have more money available to
lend, and consumers can borrow at
lower costs.

The Forecast

Chart 3
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Based on the Congressional Budget Office’'s (CBO) document, “The Budget and Economic Outlook:
Fiscal Years 2013 to 2023, the forecast presented covers years 2014 through 2018. The growth of real
GDP will pick up considerably beginning in 2014 after economic activity adjusts to this year’s fiscal
tightening. In the CBO outlook, economic growth is projected to be 3.4 percent in 2014 and averages 3.6
percent per year in 2015 through 2018. That growth closes the gap between actual and potential GDP by
2017. As a result of stronger economic growth, the unemployment rate in CBO'’s forecast falls from 8% in

the fourth quarter of 2013 to 6.8% in the fourth
quarter of 2015 and then declines gradually to
5.5% in the fourth quarter of 2018.

The quickening of economic growth in
2014 reflects CBO’s projections of continued
improvements in households’ income and
wealth and in credit markets. Consumer
spending will be supported by faster growth in
wages and salaries (a result of more robust
employment growth) and by continued gains in
household wealth, owing to persistent
increases in house prices and stock prices.
Stronger demand for goods and services by
households, in turn, will encourage businesses
to undertake investments in structures and
equipment as well as to engage in further
hiring. Greater availability of credit will also
support consumer spending and business

Forecast Change in

Table 1

Key U.S. Economic Indicators
Annual Percentage Growth*

Indicator 2012  2013p 2014p  2015p
Nominal GDP 4.6 3.4 4.3 5.0
Real GDP 2.8 1.9 2.7 3.2
Real Personal 2.2 2.0 2.8 3.1
Consumption
Corporate Profits 19.2 5.5 9.7 -2.4
(After Tax)
Unemployment Rate 8.1 7.4 6.5 5.9
(Rate)
CPI 2.0 15 15 1.7
Federal Funds (Rate) 0.1 0.1 0.1 0.4

2014-15 fiscal year revenue

*Assumptions in this chart, as well as other assumptions, are incorporated in the

estimates.

investment. In addition, CBO expects that .
. . p=projected
increased spending by federal, state and local
governments will add a small amount to overall
demand after 2013.
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Table 1 and Table 2 are U.S. Macro Forecast projections from IHS Global Insight. The tables depict
similar forecasts to what the CBO is projecting for the near-term. Table 1 confirms the expected outlook
for lower unemployment and an increase in GDP. Table 2 notes that over the next two years there is a
60 percent probability of modest GDP growth, with an increase in consumer and business fixed
investment. Table 2 also provides narrative for each economic indicator.

Table 2

U.S. Macro Forecast Projection from IHS Global Insight

December 2013

Baseline Forecast (60% Probability)

GDP Growth

Modest growth, 2.5% in 2014 and 3.2% in 2015

Consumer Spending

Modest, up 2.7% in 2014 and 2.9% in 2015

Business Fixed Investment

Moderate, up 4.3% in 2014 and 6.3% in 2015

Housing

Gradual improvement, more than 1million starts by early 2014

Exports

Accelerating to 4.9% in 2014 and 5.1% in 2015

Monetary Policy

Tapering begins in January 2014, with the first federal funds rate hike in
September 2015

Credit Conditions

Gradually easing

Consumer Confidence

Growing at a moderate pace

Oil Prices (Dollars/barrel)

Brent crude oil price averages $104 in 2014 and falls below $100 by 2015

Stock Markets

The S&P 500 advances moderately

Inflation (CPI)

Headline CPI inflation moderates to 1.4% in 2014, moderately higher thereafter;
core CPl inflation at 1.9% in 2014

Foreign Growth

Eurozone growth gradually recovers, with real GDP growth rebounding 0.8% in
2014, after falling 0.4% in 2013; emerging-market growth gradually accelerates

U.S. Dollar

Depreciates against major currencies and other currencies

Pennsylvania Outlook

Pennsylvania benefits from a highly diversified economy with a mix of industries, and no one single
employment sector dominates Pennsylvania. Since the turbulent diversification of the Pennsylvania
economy during the 1970’s and 1980’s, Pennsylvania has a much more stable economy which tends to
track the national economy but with less volatility. During periods of national economic contraction,
Pennsylvania often will outperform the U.S. in areas such as growth in real gross state product, growth in
real personal income and employment growth. Pennsylvania’s unemployment rate generally trends
below the U.S. rate, and per capita income levels in the commonwealth exceed national levels. However,
during periods of economic expansion, Pennsylvania will often lag behind the rate of growth in the
national economy.

Since the diversification of its economy, Pennsylvania’s unemployment rate has traditionally trended
at or below the national average. At its peak during the Great Recession, Pennsylvania’s unemployment
rate rose to 9.3% in July 2010 and the national unemployment rate topped out at 10.1% in October 2010.
Since that time, Pennsylvania’s unemployment rate has been declining. Pennsylvania’s unemployment
rate is expected to steadily improve during 2014 and 2015, forecast at 7% and 6.4%, respectively. A
further decline to 5.7% is projected by 2017.

Pennsylvania’s economic performance is largely dependent upon job growth. As the U.S. and state
economies entered into recession in late 2007, employment in Pennsylvania peaked in January 2008 at
5,811,000 non-agricultural jobs, as seen in Chart 5. Since the downturn in the economy, Pennsylvania
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employment has recovered over the last few Chart 4
years — it has already recovered more than 99 PA UNEMPLOYMENT RATE
percent of its pre-recession jobs level — and its 15 o
employment is expected to steadily increase as

shown in Chart 5. 10.0%

Although hiri h has b | B O
though hiring growth has been slow over /
6.0% \

the last several years, according to the Bureau \/ —~———

of Labor Statistics, employment growth has 2.0%

come from a number of sectors. Year-over-year

gains were achieved in manufacturing (0.6  2.0%
percent), construction (1 percent), professional

: . 0.0% ‘ : ;
and business services (2.1 percent), and the 2004 2009 2014 2019
leisure and hospitality industry (2 percent).
Increases in the leisure and hospitality sector are a likely indicator of increased travel and discretionary
spending.

Chart 5 Every state was affected by the partial
PENNSY,bgﬁxlAﬂch'\lﬁzPYMENT shutdown of the federal government in late
g 2013, but Pennsylvania was not impacted as

7,000,000 much as other states may have been.

6,500,000

6,000,000 S Pennsylvania's economy is expected to
/\/\/ add jobs at a 1.3 percent average annual rate

5,500,000 _ between 2013 and 2018. This growth rate

5,000,000 would rank Pennsylvania in the bottom tier of

4.500.000 the states. This is caused by a couple of

B factors. First, although the state lost many jobs

4,000,000 ‘ - ; : ; ‘ to the recession, the magnitude of job losses

1990 1996 2002 2008 2014 2020

was less than in many other states. Therefore,

state employment growth is not expected to
"snap back" as much as in states like Florida and Arizona, which are expected to show the highest job
growth over the next five years after suffering huge losses in the recession. Second, Pennsylvania's
population growth is expected to remain below the national average, which limits job growth, especially in
service sectors. The recession reduced state-to-state migration (as well as in-migration from other
countries), but as the economy recovers migration is expected to increase.

The construction sector will provide a boost to overall employment over the next five years,
especially from 2014 on as the housing recovery hits full stride. The construction sector will also benefit
from renewed growth in natural gas drilling in response to moderately higher prices. Further aiding the
construction industry, the November 2013 passage of the Pennsylvania transportation funding plan will
result in an additional annual investment of $2.3 billion for the state’s roads, bridges, transit and
multimodal transportation systems by its fifth year of implementation. This investment will create
approximately 50,000 new jobs in construction and related fields.

Going forward, Pennsylvania will benefit from the continued development of the Marcellus shale
natural gas deposit which will provide jobs in the mining industry. The state may also attract jobs in
industries that can benefit from the increase in natural gas supplies, either for low-cost energy or for
inputs into chemical products.

Although there has been some softness in the housing recovery, the outlook for housing in
Pennsylvania over the next several years should be positive. Housing starts are expected to increase
substantially over the next two years from the current rate of approximately 22,000 to more than 40,000 a
year by 2016-2017. Median existing housing prices are also expected to increase over the same time
period — from a current median price of approximately $168,000 to $189,000 by the end of 2017. In
August of 2013, the S&P/Case-Shiller Home Price Index rose 12.8 percent year-on-year.

Wpennsylvania A1.26 GoverNOR'’s ExecuTiveE BubceT 2014-2015




Overview: Economic Outlook\

Table 3 shows various historical and projected key economic indicators for Pennsylvania and the
U.S. economy.

Table 3
Key Economic Indicators for Pennsylvania

PENNSYLVANIA: Key Economic Indicators 2011 2012 2013 2014 2015 2016
Real Gross State Product (in millions, 2005 dollars) 502,769 511,781 517,353 526,717 540,495 554,871
Real Gross State Product (percentage change) 1.9% 1.8% 1.1% 1.8% 2.6% 2.7%
Total Employment (in thousands) 5,688.3 5,732.1 5,759.0 5,824.0 5,908.1 5,996.7
Total Employment (percentage change) 1.1% 0.8% 0.5% 1.1% 1.4% 1.5%
Manufacturing Employment (in thousands) 565.0 567.3 567.8 579.0 591.0 598.9
Nonmanufacturing Employment (in thousands.) 5,123.3 5,164.7 5,191.3 5,245.1 5,317.1 5,397.9
Population (in thousands) 12,745.6 | 12,766.3 | 12,790.8 | 12,819.8 | 12,850.3 | 12,881.8
Population (percentage change) 0.2% 0.2% 0.2% 0.2% 0.2% 0.2%
Unemployment Rate (percentage) 7.9% 7.9% 7.7% 7.0% 6.4% 6.0%
Personal Income (percentage change) 5.4% 3.1% 1.9% 4.5% 4.4% 4.8%
U.S. ECONOMY
Real Gross Domestic Product (percentage change) 1.8% 2.8% 1.8% 2.5% 3.2% 3.3%
Employment (percentage change) 1.2% 1.7% 1.6% 1.7% 1.8% 1.9%

Copyright 2014 IHS Global Insight Inc.

Summary of Major Operating Expenses

The total 2014-15 operating budget for the commonwealth is $71.8 billion. It includes $29.4 billion in
the General Fund, nearly $2.7 billion in the Motor License Fund, more than $24.2 billion in federal funds
and $15.5 billion in fees and other special fund revenues.

The majority of the commonwealth’s operating expenses are paid from the General Fund, Motor
License Fund and Lottery Fund. The following provides an overview of major revenues and expenditures.
More details regarding these funds may be found in Section C Summary by Fund and Section E
Department Presentations.

General Fund

Revenue

The General Fund is the commonwealth's largest operating fund. It receives all tax revenue, non-tax
revenue and federal grants and entitlements not specified by law to be deposited elsewhere. The
General Assembly makes appropriations of specific amounts from tax revenue and certain non-tax
revenue of the General Fund. These amounts are contained in this budget as General Fund Revenue
Sources.

Tax revenue in the General Fund constitutes more than 97.0 percent of annual General Fund
revenue. Four taxes account for the majority of General Fund tax revenue. The personal income tax, the
sales and use tax, the corporate net income tax and the capital stock and franchise tax together provide
approximately 81 percent of annual General Fund revenue. For non-tax revenue, the largest sources of
revenue are typically from profit transfers from the Pennsylvania Liquor Control Board, licenses and fees,
and the escheats or “unclaimed property” program.

Recent Revenue Trends: For the five fiscal years ending with 2012-13, total General Fund
revenue increased by 12.2 percent, an annual rate of increase of approximately 2.9 percent. The rate of
growth for revenue during the period has been affected by the recent recovery from the economic
recession and the increased economic growth during the post-recessionary period. Without adjusting for
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tax rate and base changes, the major tax revenue sources experiencing the largest growth during this
period were the financial institutions taxes, the cigarette tax and the annual component of the personal
income tax. Each had five-year total increases of over 77.1 percent, 35.8 percent and 34.4 percent,
respectively. Revenue from some tax sources declined over the period. Receipts from the gross receipts
tax declined 5.1 percent and the capital stock and franchise corporate tax fell by 23.5 percent as
expected with the phase-out of this tax. Non-tax revenue sources during this period increased as well
over this five-year period.

Receipts from the personal income tax in recent fiscal years had been steadily improving since the
national economic recession. Over the last three fiscal years, growth in personal income tax receipts has
been 4.7 percent, 3.5 percent and 5.3 percent, respectively. Due to the increases in personal income tax
revenues mentioned above, and without adjusting for changes in the tax rate, personal income tax
collections over the past five completed fiscal years have increased an average of 2.8 percent annually.
For fiscal year 2013-14, personal income tax receipts are anticipated to be almost identical to the 2013-
14 certified revenue estimate. Personal income tax receipts for fiscal year 2013-14 are now expected to
grow 3.0 percent above 2012-13 actual collections. Estimates for the personal income tax are developed
from a series of regression equations that use forecasts of wages, salaries, interest, dividends, rents,
and capital gains income.

The sales and use tax is levied on taxable property and services used by consumers and by
businesses. Annual growth rates for this tax have been modest during the recovery from the most recent
recession, increasing at an average rate of 2.3 percent annually over the past five completed fiscal
years. The national economic recession adversely impacted sales and use tax receipts during two of the
past five recently completed fiscal years. Annual declines of 4.2 percent and 1.3 percent occurred during
the fiscal years ending 2009 and 2010. This negative trend ended during the 2010-11 fiscal year as
receipts grew robustly at 7.0 percent, aided by a one-time acceleration in sales tax payments. Modest
growth in sales and use tax receipts continued during fiscal year 2011-12 and 2012-13 as the year-over-
year growth was 2.1 percent and 1.4 percent, respectively. Estimates for the sales and use tax are
developed from a series of regression equations that use forecasts of national consumer expenditures on
durable goods, non-durable goods, and new and used motor vehicles.

The largest General Fund tax on businesses is the corporate net income tax. Annual receipts from
the corporate net income tax can vary significantly from year-to-year and may experience a year-over-
year decline. This variability is due to fluctuations in corporate profitability, including losses, the
availability and use of tax credits and net operating loss deductions, and the timing of estimated and final
state tax payments based on when a corporation’s tax year begins. Corporate tax receipts, including both
the corporate net income tax and the capital stock and franchise tax, have increased modestly since the
2008-2010 fiscal years. Previously enacted tax rate reductions to the capital stock and franchise tax
continue to be implemented which annually reduce the tax rate imposed until it will be entirely eliminated
for tax year 2016. Corporate tax receipts over the past five completed fiscal years have increased by a
total of 7.4 percent, as corporate profits plunged in 2009 and 2010 and recovered over the next three
years. During those two fiscal years, corporate tax receipts declined 11.4 percent and 5.3 percent,
respectively. Corporate tax collections rebounded in fiscal years 2011, 2012 and 2013, growing 6.8
percent, 1.5 percent, and 4.6 percent, respectively. As a result, corporate tax receipts averaged an
increase of 1.8 percent annually over the past five fiscal years. The continued modest recovery is
expected to positively impact corporate tax receipts in 2014-15, as such receipts are projected to grow at
1.2 percent above the revised 2013-14 estimates when the effects of the capital stock and franchise tax
are removed. Estimates for the corporate net income tax are developed from a regression equation that
uses forecasts of national before-tax corporate profits.

Expenditures

The General Fund is the primary funding source for most state agencies and institutions. More
than 77 cents of every dollar is returned to individuals, local governments, institutions, school districts,
among others, in the form of grants and subsidies. The remainder pays operating expenses and debt
service.

The total General Fund budget proposed for 2014-15 is $29.4 billion. General Fund expenditure
growth is projected to increase 3.3 percent. Major program expenditures occur in the areas of education,
public health and welfare and state correctional institutions.
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PreK-12 Education (Basic Education): The financial responsibility for public education in
Pennsylvania is shared by the commonwealth and 500 local school districts. Funds provided by the
commonwealth supplement funds raised locally. State aid to local school districts is provided through
various school subsidy payments for basic instruction, career and technical education, debt service, pupil
transportation, school employees’ retirement and various special education programs.

The largest such subsidy is the Basic Education subsidy, which provides commonwealth aid to local
school districts. This budget proposes more than $5.5 billion for the Basic Education subsidy in state
funds in 2014-15. Basic education increases include $10 million, or 11.5 percent, for Pre-K Counts; $4.6
million, or 8.6 percent, for PA Assessment; and $20 million, or 1.9 percent, for Special Education. In total,
state funding for basic education is more than $10.3 billion in 2014-15.

This budget also provides $341 million for the Ready to Learn Block Grant to implement a student-
focused formula to enhance learning opportunities for students, provide resources for schools to innovate
and to enable schools to share best practices. This budget also proposes $10 million for Hybrid Learning
to provide resources for blending traditional and digital learning in the classroom.

Higher Education: Higher education in Pennsylvania is provided through 270 degree- granting
institutions, which include the 14 universities of the State System of Higher Education, four state-related
universities, community colleges and various other independent institutions. The budget proposes more
than $1.61 billion for higher education institutions and students in state funds. This includes nearly $387
million for student financial assistance.

Public Health and Welfare: The commonwealth provides support for its residents who are seeking
to achieve and sustain independence. It also provides care, treatment and rehabilitation to persons with
behavioral, intellectual and physical disabilities. The commonwealth also supports disease prevention
programs. The existing program structures will be enhanced by the commonwealth’s initiative, Healthy
Pennsylvania. Healthy Pennsylvania is a comprehensive plan to increase access to quality affordable
health care for all Pennsylvanians. For 2014-15, the total public health and human services expenditures
from all sources is $34.4 billion; the amount from the General Fund will be $11.8 billion, which is an
increase of $426 million or 3.75 percent. While maintaining necessary services, this budget continues
this administration’s cost-containment initiatives and proposes additional cost-containment strategies in
2014-15.

The largest component of public health and welfare expenditures is the Medical Assistance (MA)
program. In the last ten years, the program grew at an annual rate of 7.15 percent. Caseload growth has
begun to stabilize after several years of higher growth due to poor economic conditions. Technological
advances in medicine and general medical inflation, including increases in pharmaceutical prices, would
have resulted in an increase in overall MA expenditures in 2014-15 if not for significant cost containment
and operational efficiencies. Total funding in 2014-15 increased by $$2 billion from $20.2 billion to $22.3
billion. State funds are anticipated to increase from $6.5 billion in 2013-14 to nearly $6.7 billion in 2014-
15, which is an increase of $195 million or 2.98 percent. The state fund increase is due primarily to a
decrease in the federal financial participation rate and an increase in caseload and utilization in the
various programs and the implementation of the federally mandated affordable care act

Income maintenance, including cash assistance payments and child care services for families in
transition to independence and self-sufficiency, totaled $2.6 billion from all sources for 2013-14.The
2014-15 budget increased total resources of $2.7 billion while the commonwealth’s General Fund share
is increased from $847 million to $902 million. Of the $2.7 billion, the budget provides a total of $745
million for child care services.

The 2014-15 budget continues to provide a continuum of services for individuals with mental health
and intellectual disabilities, ranging from home and community-based supports to quality institutional
care. In June 2002, the state supported 5,098 institutional beds. By June 2014, that will be reduced to
2,363, a reduction of 54 percent. Over that period the community budgets will have grown by more than
$1.4 billion, an increase of 80 percent.

State Correctional Institutions: The 2014-15 budget proposed for the state correctional system is
$2.0 billion. From 2010-11 to 2014-15, total costs have grown from $1.8 billion to slightly more than $2.0
billion. During this timeframe, the inmate population has remained relatively consistent. The inmate
population is projected to decline in 2014-15 due to recent legislative changes.
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Motor License Fund

The Motor License Fund is one of the special revenue funds of the commonwealth and a major
operating fund of the commonwealth. It is the fund that receives most of the revenues required by the
Constitution of Pennsylvania to be used only for costs of construction, reconstruction, maintenance and
repair of and safety on highways and bridges in the Commonwealth and for the payment of debt service
on obligations incurred for such purposes. The major sources of revenue to the Motor License Fund are
from motor fuels taxes, vehicle registration fees, license and operators’ license fees and excise taxes
imposed on products used in motor transportation. Certain of these revenues are further restricted to
specific highway uses and are not included in the Motor License Fund estimate of revenue.

Taxes on motor fuels provided approximately 50 percent of total non-restricted Motor License Fund
revenues in fiscal year 2012-13. Revenue from liquid fuels taxes have averaged one percent growth
over the past ten years (2002-03 to 2012-13). For the period ending with fiscal year 2012-13, liquid fuels
tax revenues were up 3.3 percent from fiscal year 2009-10. For the revised estimate for fiscal year 2013-
14, an increase of over eight percent is projected. The estimate for the budget fiscal year 2014-15
projects an increase in liquid fuels tax receipts of 18.1 percent over the revised estimate for fiscal year
2013-14.

License and fee revenues represent the other major source of revenues for the Motor License Fund.
Annual growth of receipts from these sources has also been weak. For the five-year period ending with
2012-13, license and fee revenues annual average growth has been approximately -1.0 percent. Going
forward a slight decrease is expected for revised estimate for fiscal year ending with 2013-14 versus the -
7.14 percent decrease for fiscal year 2012-13. Budget fiscal year ending 2014-15 is expected to
increase over 6 percent but then level off in each fiscal year thereafter.

Beginning in 2007-08, the commonwealth and the Pennsylvania Turnpike Commission reached an
agreement for the Turnpike Commission to provide annual contributions for an expanded highway and
bridge program and for local maintenance of roads and bridges. Annual contributions have been $200
million since inception. Act 89 of 2013 redirected this $200 million from the Motor License Fund to the
Public Transportation Trust Fund and the Multimodal Transportation Fund.

The budget for 2014-15 recommends $4.9 billion for construction, reconstruction and maintenance
of highways and bridges in the commonwealth. This is an increase of 15% from 2013-14, primarily due to
the passage of Act 89 of 2013. The increase is supported by bond financing for highway projects.

The Department of Transportation will continue to establish and maintain a first-rate infrastructure,
which unites roads, rails, waterways, airports and information networks linking goods, services, people
and ideas to our community, state and world markets.

Lottery Fund

The Lottery Fund is a special revenue fund that receives the proceeds of lottery sales. It provides
funding for lottery prizes and for programs supporting older Pennsylvanians. These programs include
assistance in the purchase of pharmaceuticals, property tax and rent assistance, community care
programs and public transportation subsidies.

The largest program funded by the Lottery Fund is the Property Tax and Rent Rebate program
within the Department of Revenue. This program allows older Pennsylvanians, surviving spouses over
age 50 and permanently disabled citizens to lead fuller lives by restoring a portion of their income
through property tax and rent rebate assistance.

Act 1 of Special Session No. 1 of 2006 expanded the current Property Tax / Rent Rebate program
to give more Pennsylvanians a rebate while also increasing the amounts of the rebates. The expansion
included increasing the household income limit from $15,000 to $35,000 and increasing the maximum
rebate from $500 to $650.

The Pharmaceutical Assistance Contract for the Elderly (PACE) program provides pharmaceutical
benefits to qualified older Pennsylvanians who face a growing burden from the cost of prescription drugs
required to maintain healthy and productive lives.

Act 111 of 2006 created PACE Plus Medicare, which enables cardholders to take advantage of the
features of both PACE and Medicare Part D. PACE Plus fills the coverage gaps encountered by
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cardholders in Medicare Part D, including deductibles, the doughnut hole phase of no Medicare
coverage, drugs excluded under Medicare Prescription Drug, Improvement and Modernization Act of
2003, drugs not on a plan’s formulary and copayment differentials between the Part D plan coverage and
the PACE and PACENET copayments. PACE Plus pays the Medicare premiums for Part D coverage for
PACE cardholders, while PACENET cardholders must pay the Part D premiums.

The PENNCARE program provides home and community-based services to older Pennsylvanians
to enrich their lives and enable them to delay or avoid moving to a nursing home. Building on last year's
investment of an additional $27 million for expanded services for older Pennsylvanians this budget
provides an increase of $20.2 million. For 2014-15, $295.3 million is provided for the PENNCARE
appropriation including increases of $1.1 million to serve 500 additional people in the Options Program
and $1.4 million to expand Attendant Care services to 204 additional people. For additional details, see
the Department of Aging presentation.

Act 44 of 2007 provides a transfer to the Public Transportation Trust Fund for distribution to transit
systems providing free rides to older Pennsylvanians.

The 2014-15 budget assumes revenue growth derived from extending relief from mandatory return
requirements, improving the retail experience, growing the player base, expanding the retailer base,
stemming the decline in draw-based games, and expanding the Lottery’s game portfolio to include Keno,
another terminal-based random generated number game.

Rainy Day Fund

Act 91 of 2002 created the Budget Stabilization Reserve Fund to replace the Tax Stabilization
Reserve Fund as the commonwealth’s Rainy Day Fund. The purpose of the Rainy Day Fund is to provide
financial assistance to counterbalance downturns in the economy that result in revenue shortfalls in order
to promote greater continuity and predictability in the funding of vital government services.

The Budget Stabilization Reserve Fund is to receive an annual transfer of 25 percent of the
General Fund's fiscal year ending balance. The transfer requirement is reduced to 10 percent of the
General Fund's ending balance if the balance of the Budget Stabilization Reserve Fund equals or
exceeds 6 percent of actual General Fund revenues received for the fiscal year. Appropriations out of the
Budget Stabilization Reserve Fund require approval by two-thirds of the members of each house of the
General Assembly.

At the close of the 2001-02 fiscal year, the balance of the former Tax Stabilization Reserve Fund
was nearly $1.04 billion. In order to balance the 2001-02 and 2002-03 General Fund budgets, Act 91 of
2002 repealed the Tax Stabilization Reserve Fund and by law the entire balance was transferred to the
General Fund. The General Appropriation Act of 2002 transferred $300 million from the General Fund as
an initial deposit into the new Budget Stabilization Reserve Fund. Subsequently, the General
Appropriation Act of 2003 repealed this transfer and the $300 million reverted back to the General Fund.
In accordance with Act 91 of 2002, 25 percent of the General Fund’'s 2002-03 fiscal year ending balance,
or $69.8 million, was transferred to the Rainy Day Fund after the close of the fiscal year.

The transfer from the 2003-04 General Fund balance to the Budget Stabilization Reserve Fund
of $190 million exceeded the 25 percent statutory minimum and increased the balance in the Fund to
more than $260 million, bringing it slightly higher than the balance in 1996-97. In accordance with Act 41
of 2005, the transfer from the General Fund balance for the fiscal year 2004-05 was 15 percent of the
balance; the amount transferred was $64.4 million. Transfers of 25 percent of the General Fund balance
amounted to $171.4 million in 2005-06 and $177 million in 2006-07.

Act 53 of 2008 suspended the transfer of surplus funds to the Budget Stabilization Reserve Fund
for 2007-08. To help balance the 2009-10 budget, Act 50 of 2009 authorized the transfer of $755 million
from the Budget Stabilization Reserve Fund to the General Fund. Act 46 of 2010 authorized the transfer
of $745,000 to the General Fund. Act 26 of 2011 suspended the transfer of surplus funds to the Budget
Stabilization Reserve Fund for 2010-11. Act 87 of 2012 suspended the transfer of surplus funds to the
Budget Stabilization Reserve Fund for 2011-12.

Act 71 of 2013 suspended the transfer of surplus funds to the Budget Stabilization Reserve Fund
for 2012-13. There was $61,000 remaining in the Budget Stabilization Reserve Fund as of June 30,
2013. This budget proposes to suspend the transfer of 25 percent of the 2013-14 General Fund surplus
to the Budget Stabilization Reserve Fund.
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Complement

A major component of any budget is the size of its workforce or complement. In Pennsylvania, a
complement level (the number of full-time equivalent (FTE) salaried positions) is authorized by
appropriation for each agency under the Governor's jurisdiction. A summary of authorized salaried
complement by department is included in Section | of this budget document.

Authorized Complement
80,000

79,500

79,000

78,500

78,000 -

2013-14 2014-15

This budget proposes an overall increase in the commonwealth’s current authorized
FTE salaried complement level in 2014-15 of 140 positions, from 79,453 to 79,593
positions.

In conjunction with this reduction in authorized position levels, filled positions have also been declining.
The number of filled salaried positions in agencies under the Governor’s jurisdiction was 76,663 in January
2011. As of the end of January 2014, the number of filled salary positions was 73,634 — a reduction of 3,029
filled positions or 4 percent.
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STATEMENTS

This section summarizes the budget for the General Fund and selected
Special Funds. It includes seven year financial statements for each of these
funds, a seven year summary by agency and fund, summaries by the seven
commonwealth programs, and several summaries for the General Fund
including income by major source and outgo by program.
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Seven Year Financial Statements By Fund

The following financial statements are a summary of the General Fund and selected Special
Fund revenues and expenditures for the 2012-13 actual year, 2013-14 available year, 2014-15
budget year, as well as future year estimates. Additional information on revenues and
expenditures is detailed in subsequent tables and in Section C of this budget.

General Fund

(Dollar Amounts in Thousands)

2012-13 2013-14 2014-15 2015-16 2016-17 2017-18 2018-19

Beginning Balance..............ccccevevveene $ 659,051 $ 540,918 $ 215,985 $ 20,216 $ 24,318 $ 22,378 % 25,539

Revenues..... ....$ 28,646,946 $ 29,115,900 $ 30,540,100 $ 31,563,300 $ 32,415,800 $ 33,533,700 $ 34,674,100
Adjustments®.........ccoovvivinnies -1,047,786 -1,018,500 -1,310,000 -1,355,000 -1,410,000 -1,465,000 -1,500,000
Funds Available..............c..ccccooiiinnn, $ 28,258,211 $ 28,638,318 $ 29,446,085 $ 30,228,516 $ 31,030,118 $ 32,091,078 $ 33,199,639
Total Spending..........ccccooviiiiiiiniinnns -27,717,293 -28,422,333 -29,419,130 -30,196,092 -31,000,281 -32,057,026 -33,162,767
Preliminary Balance................ccccc..... $ 540,918 $ 215985 $ 26,955 $ 32,424 $ 29,837 % 34,052 $ 36,872

Less Transfer to Budget Stabilization
Reserve Fund..........ccccceiniicicnnnnnn. 0°® 0° -6,739 -8,106 -7,459 -8,513 -9,218

Ending Balance...............ccccocoeiiniinnnns $ 540918 $ 215985 $ 20,216 $ 24,318 $ 22378 $ 25539 $ 27,654

# Includes refunds, lapses and adjustments to beginning balances.
b Act 71 of 2013 suspended the 25% transfer to the Budget Stabilization Reserve Fund for FY 2012-13.
€ This budget proposes the suspension of the 25% transfer to the Budget Stabilization Reserve Fund for FY 2013-14.
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Seven Year Financial Statements By Fund

Motor License Fund?

(Dollar Amounts in Thousands)
2012-13 2013-14 2014-15 2015-16 2016-17 2017-18 2018-19

Beginning Balance......................... $ 153,031 $ 107,584 $ 105622 $ 20,070 $ 17,301 $ 13,104 $ 11,614
ReCeIPtS.....cocvviiiiiiiiici s 2,457,639 2,495,600 2,567,800 2,676,000 2,784,200 2,899,900 2,909,500
Funds Available.....................c....... $ 2,610,670 $ 2,603,184 $ 2,673,422 $ 2,696,070 $ 2,801,501 $ 2,913,004 $ 2,921,114
Less Expenditures.............cccocoeune -2,503,086  -2,497,562 -2,653,352 -2,678,769 -2,788,397 -2,901,390 -2,911,923
Ending Balance...............cc.coouenns $ 107,584 $ 105622 $ 20070 $ 17301 $ 13,104 $ 11614 $ 9,191

Banking Fund

(Dollar Amounts in Thousands)
2012-13 2013-14 2014-15 2015-16 2016-17 2017-18 2018-19

Beginning Balance............cccccce...... $ 10,985 $ 11,366 $ 9,067 $ 5054 $ 2541 % 28 $ -2,485

RECEIPLS....oiiiiiiiiiiee e 21,730 20,263 18,817 18,817 18,817 18,817 18,817

Funds Available..........ccccccevvvevenn. $ 32,715 $ 31,629 $ 27,884 $ 23871 $ 21,358 $ 18,845 $ 16,332

Less Expenditures..........ccoceeevnneen. -21,349 -22,562 -22,830 -21,330 -21,330 -21,330 -21,330

Ending Balance...........ccccccoeeuvnenn.. $ 11,366 $ 9,067 $ 5,054 $ 2541 $ 28 $ -2,485 $ -4,998
Boat Fund

(Dollar Amounts in Thousands)
2012-13 2013-14 2014-15 2015-16 2016-17 2017-18 2018-19

Beginning Balance......................... $ 20,053 $ 19,126 $ 18948 $ 15210 $ 11,469 $ 7,728 $ 3,987
ReCeIPtS......ooiiiiiiiiiiic s 12,139 12,917 9,347 9,344 9,344 9,344 9,344
Funds Available..................c.......... $ 32192 $ 32043 $ 28295 $ 24554 $ 20813 $ 17,072 $ 13,331
Less Expenditures.............cccocoeene -13,066 -13,095 -13,085 -13,085 -13,085 -13,085 -13,085
Ending Balance..............ccc.coeenne $ 19,126 $ 18948 $ 15210 $ 11,469 $ 7,728 $ 3,987 $ 246

a .
Excludes restricted revenue.
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Seven Year Financial Statements By Fund

Farm Products Show Fund

(Dollar Amounts in Thousands)
2012-13 2013-14 2014-15 2015-16 2016-17 2017-18 2018-19

Beginning Balance............cccccce..... $ 509 $ 464 $ 532 $ 302 $ 172 $ 112 % 137

RECEIPLS....oiiiiiiiiiieeeee e 11,265 10,756 10,570 10,670 10,740 10,825 10,825

Funds Available..............cccceeenne. $ 11,774 $ 11,220 $ 11,102 $ 10,972 $ 10,912 $ 10,937 $ 10,962

Less Expenditures..........ccoceeevnneee. -11,310 -10,688 -10,800 -10,800 -10,800 -10,800 -10,800

Ending Balance..............ccocuveennnne. $ 1464 $ 532 $ 302 $ 172 $ 112 $ 137 $ 162
Fish Fund

(Dollar Amounts in Thousands)
2012-13 2013-14 2014-15 2015-16 2016-17 2017-18 2018-19

Beginning Balance............cccccce..... $ 38,961 $ 40,098 $ 39,605 $ 34,183 $ 28,761 $ 23,339 $ 17,917

RECEIPLS....oiiiiiiiiieeeiee e 35,350 33,859 28,557 28,557 28,557 28,557 28,557

Funds Available.........cccccccevvvvvennn. $ 74311 % 73,957 $ 68,162 $ 62,740 $ 57,318 $ 51,896 $ 46,474

Less Expenditures...........coceeevnneee. -34,213 -34,352 -33,979 -33,979 -33,979 -33,979 -33,979

Ending Balance...........ccccccoevvvueen.. $ 40,098 $ 39,605 $ 34,183 $ 28,761 $ 23,339 $ 17,917 $ 12,495
Game Fund

(Dollar Amounts in Thousands)
2012-13 2013-14 2014-15 2015-16 2016-17 2017-18 2018-19

Beginning Balance......................... $ 38359 $ 25999 $ 24461 $ 22,358 $ 15155 $ 7,952 % 749
ReCeipts......cocvveiviiiiiiii 65,696 81,312 76,756 71,656 71,656 71,656 71,656
Funds Available.................cccoeeee. $ 104055 $ 107,311 $ 101,217 $ 94014 $ 86811 $ 79,608 $ 72,405
Less Expenditures.............cceeeeueeee. -78,056 -82,850 -78,859 -78,859 -78,859 -78,859 -78,859
Ending Balance..............ccoceeennen. $ 25999 $ 24461 $ 22,358 $ 15,155 $ 7,952 % 749 $ -6,454
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Lottery Fund

(Dollar Amounts in Thousands)
2012-13 2013-14 2014-15 2015-16 2016-17 2017-18 2018-19

Beginning Balance............ccccc........ $ 263,316 $ 161,176 $ 188,513 $ 44,067 $ 19,151 $ 58,421 $ 141,167
Add Reserve From Prior Year........ 0 75,000 75,000 75,000 75,000 75,000 75,000
RECEIPLS....uvviiieiiiiiieeee e 1,776,597 1,850,100 1,931,700 2,108,700 2,264,600 2,420,600 2,575,600
Funds Available...........c.cccocneeeen. $ 2,039,913 $ 2,086,276 $ 2,195,213 $ 2,227,767 $ 2,358,751 $ 2,554,021 $ 2,791,767
Less Expenditures............cccveeeennn. -1,803,737  -1,822,763 -2,076,146  -2,133,616 -2,225,330 -2,337,854  -2,428,502
Less Reserve for Current Year....... -75,000 -75,000 -75,000 -75,000 -75,000 -75,000 -75,000
Ending Balance............ccccooouuineeenn. $ 161,176 $ 188,513 $ 44,067 $ 19,151 $ 58,421 $ 141,167 $ 288,265
Racing Fund

(Dollar Amounts in Thousands)
2012-13 2013-14 2014-15 2015-16 2016-17 2017-18 2018-19

Beginning Balance......................... $ 43 $ 20 $ 3,104 % 5570 $ 6,951 $ 7,714 $ 7,559
ReCEIPLS......oviiiiiiiiiiic e 14,744 19,585 20,367 19,715 19,097 18,623 18,623
Funds Available.................ccccoeee. $ 14787 $ 19605 $ 23471 $ 25285 $ 26,048 $ 26,337 $ 26,182
Less Expenditures.............ccocoennnne -14,767 -16,501 -17,901 -18,334 -18,334 -18,778 -18,778
Ending Balance...............c..cccoeueins $ 20 $ 3,104 $ 5570 $ 6,951 $ 7,714 $ 7,559 $ 7,404
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Seven Year Department Summary by Fund

The following is a summary by department of 2012-13 actual expenditures, the 2013-14 amounts available, the 2014-15 amounts budgeted and
future year estimates for the General Fund and selected Special Funds.

(Dollar Amounts in Thousands)

2012-13 2013-14 2014-15 2015-16 2016-17 2017-18 2018-19
Actual Available Budget Estimated Estimated Estimated Estimated

Governor's Office
General Fund $6,429 $6,508 $6,427 $6,427 $6,427 $6,427 $6,427

Executive Offices

General Fund $ 156,969 $172,937 $ 178,525 $ 178,426 $ 178,426 $178,525 $ 178,426

Motor License Fund... 2,336 2,256 1,371 1,371 1,371 1,371 1,371
Department Total.........ccooovvoiiiienieiee e $ 159,305 $ 175,193 $ 179,896 $ 179,797 $ 179,797 $ 179,896 $ 179,797
Lieutenant Governor

GeNeral FUNG.........vvuieeiieiiesieess s $1,278 $1,332 $ 1,366 $ 1,366 $ 1,366 $ 1,366 $ 1,366
Attorney General

GeNeral FUNG.........viviereiieeieesese s $ 78,121 $ 87,290 $ 87,290 $ 87,290 $ 87,290 $ 87,290 $ 87,290
Auditor General

General Fund $42,393 $44,779 $44,779 $ 44,779 $44,779 $44,779 $ 44,779

Treasury

General Fund $1,138,996  $ 1,116,847 $ 1,158,236 $ 1,208,753 $ 1,237,511 $ 1,297,191 $ 1,363,883

Motor License Fund... 30,129 29,957 36,695 53,008 63,457 71,887 78,168
Department Total.........cccooeeieiiiiiieieeie e $1,169,125  $ 1,146,804 $ 1,194,931 $ 1,261,761 $ 1,300,968 $ 1,369,078 $ 1,442,051
Aging

LOtErY FUNG. oo eneees $ 467,957 $ 498,432 $ 493,385 $ 505,628 $ 505,628 $ 525,628 $ 525,628
Agriculture

GeNEral FUNG.......covieereeiiiecieeeeseeses e $ 129,535 $ 123,772 $ 123,876 $ 123,876 $ 123,876 $ 123,876 $ 123,876

Racing Fund 14,767 16,264 17,664 18,097 18,097 18,541 18,541

Motor License Fund............ 4,328 4,328 4,328 4,328 4,328 4,328 4,328

Farm Products Show Fund. 11,310 10,688 10,800 10,800 10,800 10,800 10,800
Department Total.........ccooovioiiiiiiieiee e $ 159,940 $ 155,052 $ 156,668 $ 157,101 $ 157,101 $ 157,545 $ 157,545
Banking and Securities

General Fund $1 $0 $0 $0 $0 $0 $0

Banking Fund.... 21,349 24,412 22,830 21,330 21,330 21,330 21,330
Department Total.........cccooevoriiienieiee e $ 21,350 $24,412 $ 22,830 $ 21,330 $ 21,330 $21,330 $ 21,330
Civil Service Commission

GENETAl FUN...........oooooeeeeneeeeeeeeseeeesseeseee e ssssesssssssenneens $1 $1 $1 $1 $1 $1 $1
Community and Economic Development

GENEral FUNG......veoiecereeeeeieceeeiseeseeeeees s $ 229,495 $ 236,384 $ 240,967 $ 250,462 $ 250,462 $ 250,462 $ 250,462

Motor License FUNG..........occvirierieieeiserieeseeieeieees 0 1,073 1,073 1,073 1,073 1,073 1,073
Department Total.........ccooovviiiiiienee e $ 229,495 $ 237,457 $ 242,040 $ 251,535 $ 251,535 $ 251,535 $ 251,535
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(Dollar Amounts in Thousands)

2012-13 2013-14 2014-15 2015-16 2016-17 2017-18 2018-19
Actual Available Budget Estimated Estimated Estimated Estimated
Conservation and Natural Resources
General FUNG......c...cvierieeeseee e $ 52,723 $ 30,006 $ 27,030 $ 27,030 $ 27,030 $ 27,030 $ 27,030
Motor License FUNd..........cc.rrerreenmreineriienieesiesecennons 1,000 1,000 7,000 7,000 7,000 7,000 7,000
Department Total..........ccooeeeveriniiiniiicicceie $ 53,723 $ 31,006 $ 34,030 $ 34,030 $ 34,030 $ 34,030 $ 34,030
Corrections
General FUNG......c..cviieriiieeesssessssessseein $ 1,866,965 $ 1,962,267 $ 2,040,073 $ 2,060,073 $ 2,095,073 $ 2,135,073 $2,180,073
Drug and Alcohol Programs
General Fund $ 41,698 $ 41,702 $ 41,852 $ 41,852 $ 41,852 $ 41,852 $ 41,852
Education
General Fund $10,966,550 $11,238,963 $11,601,289 $12,080,1770 $12,389,024 $12,763,258 $ 13,142,685
Motor License Fund... 1,103 1,100 1,100 1,100 1,100 1,100 1,100
Department Total..........ccocoeeveviicniiniicccee $ 10,967,653 $ 11,240,063 $11,602,389 $12,081,270 $12,390,124 $ 12,764,358 $ 13,143,785
eHealth Partnership Authority
GeNEral FUNG. ..ot ssessssssisesesenes $ 804 $ 2,200 $ 2,000 $ 1,500 $ 750 $0 $0
Emergency Management Agency
GeNneral FUNG........ccvverreeiereirecnrics e isesssessiesesesenes $ 63,606 $ 22,126 $ 11,169 $10,919 $10,919 $10,919 $10,919
Environmental Protection
General Fund..... $ 126,814 $ 129,851 $ 139,924 $ 139,924 $ 139,924 $ 139,924 $ 139,924
Motor License Fund... 4,000 4,000 28,000 28,000 28,000 28,000 28,000
Department Total...........ccocoiviiiiiiiiiiiiie $ 130,814 $ 133,851 $ 167,924 $ 167,924 $ 167,924 $ 167,924 $ 167,924
Ethics Commission
General FUNG.........cvueureeeeireenrieesiiesissesiseesseesseeenes $1,768 $ 1,868 $ 1,868 $ 1,868 $ 1,868 $ 1,868 $ 1,868
Fish and Boat Commission
Fish Fund $ 34,213 $ 34,352 $ 33,979 $ 33,979 $ 33,979 $ 33,979 $ 33,979
Boat Fund 13,066 13,095 13,085 13,085 13,085 13,085 13,085
Department Total...........ccocoiviiiiiiiiiiiiis $47,279 $ 47,447 $ 47,064 $ 47,064 $ 47,064 $ 47,064 $ 47,064
Game Commission
GAME FUN.....oovierrierreiieiiecesies s $ 78,056 $ 82,850 $ 78,859 $ 78,859 $ 78,859 $ 78,859 $ 78,859
General Services
General Fund $ 117,590 $ 116,479 $ 119,489 $ 119,489 $ 119,489 $ 119,489 $ 119,489
Motor License Fund 12,777 10,292 10,299 10,299 10,299 10,299 10,299
Department Total............ccooeviiiiiiiiiiiiiiie $ 130,367 $126,771 $ 129,788 $ 129,788 $ 129,788 $ 129,788 $ 129,788
Health
General FUNG.........covurineiicriess s $ 189,867 $ 195,452 $ 194,734 $ 194,734 $ 194,734 $ 194,734 $ 194,734
Health Care Cost Containment Council
General FUNd.........cocorniiiiicsiessssisssienes $2,683 $2,683 $ 2,683 $2,683 $2,683 $2,683 $ 2,683
Higher Education Assistance Agency
General FUNG......c...cviieeiieeseeesessssiessiesin $ 386,125 $ 386,475 $ 411,125 $411,125 $411,125 $411,125 $411,125
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(Dollar Amounts in Thousands)

2012-13 2013-14 2014-15 2015-16 2016-17 2017-18 2018-19
Actual Available Budget Estimated Estimated Estimated Estimated
Historical and Museum Commission
General FUNG......c...cvierieeeseee e $ 17,800 $ 19,293 $ 20,744 $ 20,744 $ 20,744 $ 20,744 $ 20,744
Insurance
GeNeral FUNG.........vvuieeiieiiesieess s $ 123,195 $ 118,494 $ 123,143 $ 50,512 $ 25,244 $ 26,845 $ 28,549
Labor and Industry
GeNeral FUNG.........vvviereiieiseeiseese s $ 72,590 $ 72,606 $ 72,368 $ 72,368 $ 72,368 $72,368 $ 72,368
Military and Veterans Affairs
GeNEral FUNG.......covieereiiieieess e $ 120,257 $ 122,720 $ 121,159 $ 121,159 $ 121,159 $ 121,159 $ 121,159
Probation and Parole
GENEral FUNG......veuiecereceeeieceeeieeiseeieses s $ 131,667 $ 141,545 $ 154,494 $ 154,494 $ 154,494 $ 154,494 $ 154,494
Public Welfare
General Fund $10,622,710 $ 11,009,357 $11,438,262 $11,735,152 $12,201,717 $12,783,628 $ 13,396,645
Lottery Fund.. 309,081 330,081 471,658 413,009 414,115 415,149 416,227
Department Total..........ccoovviiiiiieiece e $10,931,791 $11,339,438 $11,909,920 $ 12,148,161 $12,615,832 $13,198,777 $ 13,812,872
Revenue
General Fund $ 179,816 $ 220,344 $ 177,034 $ 177,034 $ 168,034 $ 168,034 $ 168,034
Lottery Fund 854,456 880,319 930,685 1,032,908 1,121,786 1,211,515 1,301,085
RACING FUNG......ooieieiriiceceeeeeeees e 0 237 237 237 237 237 237
Motor LiCense FUNG.........ccuurverrrernrerinreiiesisesssssneeenens 27,068 29,628 33,645 31,795 31,795 31,795 31,795
Department Total.........ccooovioiiiiiiieiee e $ 1,061,340 $ 1,130,528 $ 1,141,601 $ 1,241,974 $ 1,321,852 $ 1,411,581 $ 1,501,151
State
GeNEral FUNG.......ooiieereiieieceeese e $9,109 $ 11,152 $14,213 $8,872 $ 8,902 $8,872 $8,872
State Police
GENEral FUNG. ..ot esesneinas $ 195,254 $ 210,102 $ 217,170 $ 217,170 $ 217,170 $ 217,170 $ 217,170
Motor License FUNG..........occvirierieieeisenieseesiseieees 584,701 623,572 665,963 665,963 665,963 665,963 665,963
Department Total.........ccoooeiiiiiiieseee e $ 779,955 $ 833,674 $ 883,133 $ 883,133 $ 883,133 $ 883,133 $ 883,133
Transportation
General Fund $17,212 $7,777 $ 6,909 $ 6,909 $6,909 $ 6,909 $ 6,909
Lottery Fund...... 80,975 80,975 85,975 85,975 85,975 85,975 85,975
Motor License Fund... 1,835,644 1,795,356 1,863,878 1,874,832 1,974,011 2,078,574 2,082,826
Department Total..........ccccovveeiieiiesee e $ 1,933,831 $ 1,884,108 $ 1,956,762 $ 1,967,716 $ 2,066,895 $2,171,458 $2,175,710
Legislature
General FUNG......c...cviririieeeies s $ 273,484 $ 277,589 $ 277,589 $ 277,589 $ 277,589 $ 277,589 $ 277,589
Judiciary
General FUNG......c...cviieiceeseeissessseesssesin $ 309,288 $ 317,432 $ 317,432 $ 317,432 $ 317,432 $ 317,432 $ 317,432
Government Support Agencies
GeNeral FUNG.........ovvviereiiriieiiee s $ 44,500 $ 44,000 $43,910 $43,910 $43,910 $43,910 $43,910
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Overview and Summaries

Seven Year Department Summary by Fund

(Dollar Amounts in Thousands)

2012-13 2013-14 2014-15 2015-16 2016-17 2017-18 2018-19
Actual Available Budget Estimated Estimated Estimated Estimated

COMMONWEALTH TOTALS:
General Fund.........cccoooveiienieiece e $27,717,293  $28,492,333 $29,419,130 $30,196,092 $31,000,281 $32,057,026 $ 33,162,767
Lottery FuNd........ccooiiieiee s 1,712,469 1,789,807 1,981,703 2,037,520 2,127,504 2,238,267 2,328,915
Racing Fund.........ccccooiieiei e 14,767 16,501 17,901 18,334 18,334 18,778 18,778
Motor License Fund..........ccocceeiieiieieninnnne 2,503,086 2,502,562 2,653,352 2,678,769 2,788,397 2,901,390 2,911,923
Game Fund 78,056 82,850 78,859 78,859 78,859 78,859 78,859
Fish FUN....ooiiiiiicicee e 34,213 34,352 33,979 33,979 33,979 33,979 33,979
Banking Fund.........cccooovviiininincnccee, 21,349 24,412 22,830 21,330 21,330 21,330 21,330
Farm Products Show Fund. 11,310 10,688 10,800 10,800 10,800 10,800 10,800
Boat FuNd........ccoeieiecie e 13,066 13,095 13,085 13,085 13,085 13,085 13,085
GRAND TOTAL $ 32,105,609 $32,966,600 $34,231,639 $35,088,768 $36,092,569 $ 37,373,514 $ 38,580,436
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Overview and Summaries

Distribution of the Commonwealth Dollar

GENERAL FUND AND
SPECIAL FUNDS

2014-15 Fiscal Year

(Dollar Amounts in Thousands)

/) THE: UNT)| TED) STATES O Al

— T

THIS NOTE IS LEGAL TEN IDER . — —
FOR ALL DEBTS, PUBLIC AND PRIVATE |

Health and Human Services
$13,040,871 38.1%

Education $11,970,375 35.0%

Protection of Persons and Property $4,209,272 12.3%

Transportation $1,819,078 5.3%

Direction and Supportive Services $1,510,294 4.4%

Debt Service $1,127,837 3.3%

TOTAL $34,231,639

Economic Development $302,406 0.9%

Recreation and Cultural Enrichment $251,506 0.7%
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Overview and Summaries

General Fund

This table shows a summary by Commonwealth Program of 2012-13 expenditures, the 2013-14 amounts

available, the 2014-15 amounts budgeted and future year estimates.

Seven Year Commonwealth Program Summary

(Dollar amounts in Thousands)

2012-13 2013-14 2014-15 2015-16 2016-17 2017-18 2018-19
Actual Available Budget Estimated Estimated Estimated Estimated

Commonwealth Program
Direction and Supportive Services.......... $ 778592 $ 838,541 $ 797,324 % 792,996 $ 778,246 $ 774,595 $ 774,496
Protection of Persons and Property........ 3,112,151 3,211,463 3,324,307 3,266,085 3,275,847 3,317,418 3,364,122
EdUcation..........cooeeereeiiieeneese e 11,309,800 11,583,200 11,969,275 12,448,156 12,757,010 13,131,244 13,510,671
Health and Human Services................... 10,976,467 11,369,189 11,795,228 12,092,118 12,558,683 13,140,594 13,753,611
Economic Development.............cccceeenen. 290,539 296,935 301,333 310,828 310,828 310,828 310,828
Transportation ..........ceeceereereenieeneenes 14,908 5,473 4,605 4,605 4,605 4,605 4,605
Recreation and Cultural Enrichment....... 140,429 119,466 118,583 118,583 118,583 118,583 118,583
Debt Service.........oovvenienieeiieieeeeee 1,094,407 1,068,066 1,108,475 1,162,721 1,196,479 1,259,159 1,325,851
GENERAL FUND TOTAL......ccovveeeiieene $ 27,717,293 $ 28,492,333 $ 29,419,130 $ 30,196,092 $ 31,000,281 $ 32,057,026 $ 33,162,767
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Overview and Summaries

Distribution of the Commonwealth Dollar

GENERAL FUND
2014-15 Fiscal Year
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FOR ALL DEBTS, PUBLIC AND PRIV]

Education 40.7¢ J

Health and Human Services 40.1¢

Protection of Persons and Property 11.3¢ —

Debt Service 3.8¢ —

Direction and Supportive Services 2.7¢ —

Economic Development 1.0¢ ——

Other Programs .4¢
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Overview and Summaries

General Fund

The following is a summary by Commonwealth Program of the 2013-14 amounts available and the
2014-15 amounts budgeted and the percent each program represents of the General Fund.

Program Summary

(Dollar Amounts in Thousands)

2013-14 2014-15

Commonwealth Program

Direction and Supportive Services..........cccceveerueannen. $ 838,541 2.9% $ 797,324 2.7%
Protection of Persons and Property.........c.cccceevueeennne. 3,211,463 11.3% 3,324,307 11.3%
EdUCAtION. ..o 11,583,200 40.7% 11,969,275 40.7%
Health and Human Services............ccccovveviiiiiniennene 11,369,189 39.9% 11,795,228 40.1%
Economic Development...........cocveerieeenieeiniieecieeee 296,935 1.0% 301,333 1.0%
Other Programs.........cccccoeiinieiiiiie e 124,939 0.5% 123,188 0.4%
Debt SEIVICE.....couuiiiiiiiiiee e 1,068,066 3.7% 1,108,475 3.8%
GENERAL FUND TOTAL......cuviiiiiiiiieeeeeieeee e $ 28,492,333 100.0% $ 29,419,130 100.0%
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GENERAL FUND

2014-15 Fiscal Year

e Income
%) 7 'PIII‘:‘ lﬂk 7] (Dollar Amounts in Thousands)
ST, TOTAL INCOME................ $30,540,100
REfUNAS ..o -1,310,000
Beginning Balance............ 215,985
TOTAL oo, $29,446,085

Personal IncomeJ
$12,365,600 40.5%
Consumption $10,825,600 35.4%

Business $5,041,400 16.5%
Other Taxes $1,520,300 5.0%

Non-Tax Revenue $787,200 2.6% —

Outgo |
(Dollar Amounts in Thousands)
TOTAL OUTGO .......... $ 29,419,130
Budget Stabilization

Reserve Fund .......... 6,739
Plus Ending Surplus.... 20,216
TOTAL oo $ 29,446,085

Education $11,969,275 40.7% u J

Health and Human Services $11,795,228 40.1%
Protection of Persons and Property $3,324,307 11.3%

Debt Service $1,108,475 3.8%

Direction and Supportive Services $797,324 2.7% —

Economic Development $301,333 1.0% —
Other Programs $123,188 0.4% —

Wpennsylvania A2.15 GovernoRr’s ExecuTive Bubget 2014-2015



Overview and Summaries

USE OF THE
GENERAL FUND
DOLLAR

2014-15 Fiscal Year

Grants and Subsidies 77.1¢

Institutional 10.3¢ J

General Government 8.8¢

Debt Service Requirements 3.8¢ —

Over 75 cents of each General Fund dollar is returned to individuals, local governments,
institutions, school districts, etc. in the form of grants and subsidies.
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FEDERAL BLOCK
GRANTS

The federal government has two primary types of grants: categorical grants
and block grants. Categorical grants are generally distributed for specific
purposes. Block grants are distributed to state and local governments based
on a distribution formula and are available for an activity that falls within the
purposes of the federal authorizing legislation. Generally, block grants provide
state and local governments greater flexibility than categorical grants.

The commonwealth implemented eight block grants based on the Federal
Omnibus Reconciliation Act of 1981. Since that time, block grants have
been added and revised based on changes in federal law. The Personal
Responsibility and Work Opportunity Reconciliation Act of 1996 created two
new block grants: Temporary Assistance to Needy Families and the Child
Care and Development Fund, which replaced the Child Care Block Grant.

In addition, two programs have been included in this presentation because
the federal government provides flexibility on the activities eligible for funding.
These programs are: Workforce Investment and Anti-Drug Abuse Programs.
In 2005-06, the commonwealth began receiving funds from the federal Justice
Assistance Grants (JAG) in lieu of the Drug Control and System Improvement
(DCSI) grants.

Block grants such as Community Services, Workforce Investment and
JAG have received additional dollars from the American Recovery and
Reinvestment Act of 2009. These funds are noted on the individual block
grant pages.

The tables within this section provide information on the estimated amount
to be received from the federal government and an estimated distribution of
the funds by program within the block grant. Generally, the amounts shown
for administrative costs represent the amount allowable by the federal
government. The 2013-14 estimated block grant amounts reflect the current
estimate of amounts available and, therefore, may be different from amounts
appropriated.

The recommended distribution by program for 2014-15 is a preliminary
proposal. Opportunities for public review and comment may result in
modifications to the proposed distribution.
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Overview and Summaries

SUMMARY OF
FEDERAL BLOCK GRANTS

This table shows a summary by federal block grant of 2012-13 expenditures, 2013-14 available and 2014-15
amounts budgeted as presented in the 2014-15 Governor's Executive Budget.

(Dollar Amounts in Thousands)

2012-13 2013-14 2014-15
Actual Available Recommended
Block Block Block
COMMUNItY SEIVICES.......cciveiiiieiecieecte et $ 31,007 $ 31,007 $ 31,007
Maternal and Child Health Services...........cccccceveeeiinnns 33,853 33,203 32,507
Preventive Health and Health Services....................... 5,503 5,231 5,632
SubStance ABUSE........coocciiiiiiiiiieee e 66,474 65,798 64,670
Workforce INVESTMENt..........ooiivieeiiiiieeeee e, 262,029 240,900 240,900
Child Care and Development Fund..............cccceevvnneen. 352,512 352,512 371,559
Low-Income Home Energy Assistance...............c........ 374,000 385,000 385,000
Mental Health ServiCes.........cccvvvvvvvvivvvveiviiiiiiiiiinnninnnnn, 14,559 18,234 17,095
SOCIAl SEIVICES.....uuniiii e 99,376 99,376 96,060
Temporary Assistance to Needy Families................... 626,365 627,044 609,863
ANti-Drug ADUSE......cccviieiiiiee e 48,700 28,900 19,500
TOTAL. ..t $ 1,914,378 $ 1,887,205 $ 1,873,793
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Community Services

This block grant provides funds for community-based programs that offer health, nutrition, housing and
employment-related services to improve the standard of living for low-income persons. Programs consolidated into the
block grant include Community Action, Senior Opportunities and Services, Community Food and Nutrition, Energy
Conservation and Training, Evaluation and Technical Assistance.

Federal law requires that 90 percent of the funding be distributed to Community Action Agencies (CAAs). Five
percent is allowed for administration and the remaining five percent is utilized for competitive projects. The 90 percent
program monies are being granted to existing CAAs for operating costs and low-income energy assistance efforts, the
Community Action Association of Pennsylvania and competitive grants are awarded in the areas of employment
training, job preparedness, community conservation corps, community economic development, summer employment
and youth programs, emergency assistance and homeless assistance.

The funds estimated for administration are based on the statutory limitation of five percent and will be utilized for
program purposes if not needed for administration.

(Dollar Amounts in Thousands)

2012-13 2013-14 2014-15
Department / Appropriation Actual Available Recommended
Block Block Block
Community and Economic Development:
CSBG — ADMINISration........ccouvveeeeeeeeeeeeeeeeeeeeeeeenns $ 1,507 $ 1,507 $ 1,507
Community Services Block Grant.............ccccceeevnninne 29,500 29,500 29,500
TOTAL ettt $ 31,007 $ 31,007 $ 31,007
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Overview and Summaries

Maternal and Child Health Services

This block grant provides funds for planning, promoting and evaluating health care for pregnant women, mothers,
infants and children with special health care needs. This is accomplished by providing health services for mothers and
children who do not otherwise have access to adequate health care and nutritional resources. Administrative costs
cannot exceed 10 percent. These personnel and operational costs are found in the Administration and Operation line
item, which also contains some programmatic costs. These include outreach, promotional costs, laboratory supplies

and help line services.

(Dollar Amounts in Thousands)

2012-13 2013-14 2014-15
Department / Appropriation Actual Available Recommended
Block Block Block
Health:
MCHSBG — Administration and Operation................. $ 16,673 $ 16,173 $ 15,472
MCHSBG — Program Services........cccccuevvviereeesnvvnnnn. 17,180 17,030 17,035
TOTAL ittt $ 33,853 $ 33,203 $ 32,507
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Preventive Health and Health Services

This block grant provides funds for preventive health services. Programs include activities to affect improvements in
health status through achievement of the National Year 2010 Health Objectives; programs for community and school-
based fluoridation; feasibility studies and planning for emergency medical services systems and the establishment,
expansion and improvement of such systems; services to victims of sex offenders; and related planning, administration
and educational activities. Funding also works toward eliminating disparities between the health status of the general
population and that of identifiable subpopulations including geographical, racial, ethnic, gender or other groups.
Administration is limited to 10 percent.

(Dollar Amounts in Thousands)

2012-13 2013-14 2014-15
Department / Appropriation Actual Available Recommended
Block Block Block

Health:

PHHSBG — Administration and Operation.............. $ 2,381 $ 2,211 $ 1,941

PHHSBG — Block Program Services 2,972 3,020 3,691

10 ] o] (o] - | SR $ 5,353 $ 5,231 $ 5,632
Public Welfare:

PHHSBG — Domestic Violence............coceevveeveeenne.. $ 150 $ 0 $ 0

TOTAL. et $ 5,503 $ 5,231 $ 5,632
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Substance Abuse

This block grant provides funds to establish and maintain programs to combat alcohol and drug abuse. These
programs include individual substance abuse services, community services, drug and alcohol formula grants and
alcoholism treatment and rehabilitation services.

(Dollar Smounts in Thousands)

2012-13 2013-14 2014-15
Department / Appropriation Actual Available Recommended
Block Block Block

Corrections:

SABG — Drug and Alcohol Programs..................... $ 2,100 $ 2,100 $ 1,850
Drug and Alcohol Programs:

SABG — Administration and Operation................... $ 8,203 $ 7,520 $ 7,640

SABG — Drug and Alcohol Services..........cccccveennne 54,188 54,195 53,197

SUDLOLAL e $ 62,391 $ 61,715 $ 60,837
Health:

SABG — DDAP Support Services (EA)................... $ 200% % 238% % 436 °
Public Welfare:

SABG — Homeless Services........ccoocvvieeniiieniennncns $ 1,983 $ 1,983 $ 1,983

TOTAL. et $ 66,474 $ 65,798 $ 64,670

a Subgrant not added to total to avoid double counting.
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Workforce Investment

The Workforce Investment Act of 1998 authorized the Workforce Investment Block Grant. It has three main
program components: Adult, Youth and Dislocated Workers. The purpose of the adult program is to improve the quality
of the workforce, reduce welfare dependency and enhance the productivity and competitiveness of the nation’s
economy by providing workforce investment activities that increase the employment, retention and earnings of
participants, and increase occupational skill attainment by the participants. The youth program assists low-income youth
between the ages of 14 and 21 to acquire the educational and occupational skills, training and support needed to
achieve academic and employment success and successfully transition to careers and productive adulthood. The
dislocated worker program shares the same overall purpose of the adult program with emphasis on reemployment of
these workers.

The commonwealth distributes funds by formula to 23 local agencies called Local Workforce Investment Areas for
the attainment of agreed-upon performance goals.

The American Recovery and Reinvestment Act of 2009 (ARRA) has also made additional funds available as listed

below.
(Dollar Amounts in Thousands)
2012-13 2013-14 2014-15
Department / Appropriation Actual Available Recommended
Block Block Block
Labor and Industry:
Workforce Infestment Act — Administration.................. $ 11,129 $ 11,000 $ 11,000
ARRA — Workforce Investment Act Administration...... 6,000 0 0
WIA — Adult Employment & Training...........cccceeevvveeenne 60,000 50,000 50,000
WIA — Youth Employment & Training............ccccceeeeeen.n. 52,000 52,000 52,000
WIA — Statewide ACIVItIES......ccceeveeeeeeiieiiie e, 23,000 18,000 18,000
WIA — Dislocated WOrKErS........ccouvviiveiiiiiiieeeeiieeeevs 109,000 109,000 109,000
WIA — Veterans Employment and Training.................. 900 900 900
TOTAL. oo $ 262,029 $ 240,900 $ 240,900
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Overview and Summaries

Child Care and Development Fund

The Personal Responsibility and Work Opportunity Reconciliation Act of 1996 created this block grant, which
provides funds to states for an integrated child care program. This program allows states flexibility in developing
programs to provide child care to children of low-income working parents and parents trying to become independent
of public assistance, to provide consumer education information to parents, to promote parental choice and to
implement state health, safety, licensing and registration standards. States are not required to match discretionary
funds; however, there are some maintenance of effort and state matching requirements.

(Dollar Amounts in Thousands)

2012-13 2013-14 2014-15
Department / Appropriation Actual Available Recommended
Block Block Block
Executive Offices:
Inspector General - Welfare Fraud
CCDFBG — Subsidized Day Care Fraud............... $ 1,000 $ 1,000 $ 905
Public Welfare:
CCDFBG — Administration...........ccoeeeeeeeuneeennnnn. $ 14,189 $ 14,189 $ 14,875
CCDFBG — Child Care Services.........cceeeeunvennn..n. 190,067 190,067 210,889
CCDFBG — SchoOl AQE.....cevvveeieeiieieeiiiieiiiiniinnnnns 1,260 1,260 1,260
CCDFBG — Child Care Assistance............c.c........ 145,996 145,996 143,630
YU o] (0] = | R $ 351,512 $ 351,512 $ 370,654
TOTAL. e $ 352,512 $ 352,512 $ 371,559
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Overview and Summaries

Low-Income Home Energy Assistance

This block grant provides funds to assist eligible low-income individuals and families in meeting the cost of home
energy through cash assistance and to alleviate crisis situations. The amounts below include weather-related
contingency funding.

(Dollar Amounts in Thousands)

2012-13 2013-14 2014-15
Department / Appropriation Actual Available Recommended
Block Block Block
Community and Economic Development:
LIHEABG — AdmiNistration............cccccevveeneenneenn $ 1,000 $ 1,000 $ 1,000
LIHEABG — Weatherization Program.................... 31,000 40,000 40,000
SUBLOLAL ... $ 32,000 $ 41,000 $ 41,000
Public Welfare:
LIHEABG — AdMINistration...........cc.ceeeeevveveeeeeeeeeenns $ 22,000 $ 24,000 $ 24,000
LIHEABG — Low-Income Families and
INAIVIAUAIS.......oooiiiiiiiiii e 320,000 320,000 320,000
SUBLOLAL ... $ 342,000 $ 344,000 $ 344,000
TOTAL. ettt $ 374,000 $ 385,000 $ 385,000
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Overview and Summaries

Mental Health Services

This block grant provides funds for the provision of services to adults with serious mental illness or children with
serious emotional disturbance. Services may be provided by a variety of community-based programs including

community mental health programs, psychosocial rehabilitation programs, mental health peer support programs and
mental health primary consumer directed programs.

(Dollar Amounts in Thousands)

2012-13 2013-14 2014-15
Department / Appropriation Actual Available Recommended
Block Block Block
Public Welfare:
MHSBG — Administration...........ccccceeeeeeeivvennennn. $ 273 $ 276 $ 461
MHSBG — Community Mental Health Svcs........ 14,286 17,958 16,634
TOTAL. .o $ 14,559 $ 18,234 $ 17,095
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Overview and Summaries

Social Services

Funds are provided to help individuals achieve or maintain self-sufficiency; to prevent, reduce or eliminate
dependency; to prevent or remedy abuse and neglect of children and adults; and to prevent or reduce institutional
care. Most services are delivered by local entities that receive grants or contract with the Department of Public
Welfare. These federal allocations serve to augment state appropriations, thereby increasing the total level of
services provided.

In addition to funds received directly through the Social Services Block Grant, the Personal Responsibility and
Work Opportunity Reconciliation Act of 1996 authorized transfers from the Temporary Assistance to Needy Families

Block Grant.
(Dollar Amounts in Thousands)
2012-13 2013-14 2014-15
Department / Appropriation Actual Available Recommended
Block Block Block
Public Welfare:
SSBG — AdMINISration.......cccvvvveeeee e eeeeeeeeeee e $ 3,641 $ 3,641 $ 325
SSBG — County Assistance Offices............cccvveeee... 6,262 6,262 6,262
SSBG — Basic Institutional Programs...................... 10,000 10,000 10,000
SSBG — Community Mental Health Services........... 10,366 10,366 10,366
SSBG — Community ID Services..........ccccceeeeeeeennnnee 7,451 7,451 7,451
SSBG — Child Welfare.........ccccoeeeiviiii 12,021 12,021 12,021
SSBG — Child Care ServiCes........ceeeeveveeeiiieeeennn, 30,977 30,977 30,977
SSBG — Domestic Violence Programs.................... 5,705 5,705 5,705
SSBG — RAPE CriSiS....cciuvieeeiiiiieeiiiieesiiieaeeniiee e 1,721 1,721 1,721
SSBG — Family Planning 2,000 2,000 2,000
SSBG — Legal Services........cccueeveeeeiiiiiiiiieeeees 5,049 5,049 5,049
SSBG — Homeless Services......cooovvveevivvviiieeeeeeiennn, 4,183 4,183 4,183
TOTAL. et $ 99,376 $ 99,376 $ 96,060
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Temporary Assistance to Needy Families

The Personal Responsibility and Work Opportunity Reconciliation Act of 1996 created a block grant that makes
funds available to the states to operate the Temporary Assistance to Needy Families (TANF) program. Pennsylvania
implemented the TANF program on March 3, 1997. Funds are available to provide temporary cash and other benefits
to help needy families participating in activities designed to end dependence on government benefits and to provide
services for dependent and abused children. In addition, funds may be used for services designed to prevent future
dependency. This block grant requires a state maintenance of effort and establishes mandatory work participation
rates. States are allowed to transfer up to a total of 30 percent of their TANF funds to the Child Care and
Development Fund and Social Services Block Grants. No more than 10 percent may be transferred to the Social
Services Block Grant. These transfers are included in the Child Care and Development Fund and the Social Services
Block Grant.

(Dollar Amounts in Thousands)

2012-13 2013-14 2014-15
Department / Appropriation Actual Available Recommended
Block Block Block

Executive Offices:
Inspector General - Welfare Fraud

TANFBG — Program Accountability................. $ 1,500 $ 1,500 $ 1,500
Education:

TANFBG — Teenage Parenting Ed. (EA)......... $ 11,0942 % 11,094 ° $ 11,094 ®
Labor and Industry:

TANFBG — Youth Employment and Training... $ 15,000 $ 15,000 $ 15,000
Public Welfare:

TANFBG — Administration.........ccceeeeeeeeeeeennnnn. $ 4,411 $ 7,836 $ 8,123

TANFBG — Information Systems..................... 9,235 9,327 9,327

TANFBG — Statewide.........ccuvveveereeeeeeeenennnnnnnns 1,993 1,072 1,072

TANFBG — County Assistance Offices............ 55,799 57,168 46,490

TANFBG — New Directions........cccceeeeeeeeeeennnnn. 124,554 124,554 121,893

TANFBG — Cash Grants..........cccoeeeeeeeeeeeeeennn, 322,679 319,393 319,393

TANFBG — Alternatives to Abortion................. 1,000 1,000 1,000

TANFBG — Child Welfare.............cccceevvevennnn. 58,508 58,508 58,508

TANFBG — Child Care Assistance................... 31,686 31,686 27,557

Subtotal........oiiee $ 609,865 $ 610,544 $ 593,363

TOTAL oo $ 626,365 "  $ 627,044 ° $ 609,863 "

a Subgrant not added to total to avoid double counting.

b ’
Includes carryover funding.
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Overview and Summaries

Anti-Drug Abuse

The Justice Assistance Grant (JAG) program provides funds for state and local governments to implement a
wide range of drug enforcement and correctional treatment projects as well as providing victim services and juvenile
and criminal justice system improvement initiatives throughout the commonwealth.

The American Recovery and Reinvestment Act of 2009 (ARRA) has made additional funds available as listed

below.
(Dollar Amounts in Thousands)
2012-13 2013-14 2014-15
Department / Appropriation Actual Available Recommended
Block Block Block
Executive Offices:
Juvenile Court Judges Commission
JCMS Support and Deployment (EA).......ccvveeviiiiviereeeeiiiieieeeee s $ 1982 $ 0 % 0
Commission on Crime and Delinquency
JuStiCe ASSIStANCE GraNTS.......uveiiiiiieeiiiiee et $ 25,000 $ 20,000 $ 18,000
ARRA — Justice Assistance Grants.............. 20,000 6,000 0
Justice Assistance Grants — Administration........... 1,700 1,700 1,500
ARRA — Justice Assistance Grants Administration........................ 2,000 1,200 0
Subtotal — Commission on Crime and Delinquency.............c.......... $ 48,700 $ 28,900 $ 19,500
Subtotal — Executive OffiCeS.........coovviiiiiiiiiiieiiiec e $ 48,898 $ 28,900 $ 19,500
Corrections:
JAG — Culinary Program (EA)..........ccoveeeveveeeeeeeereseseeneesenenanns $ 1502 ¢ 74°% $ 40°
ARRA — County Jail Reentry Project (EA).......cccocvvuveeeeeviiiiineneennn 502 2 0 0
ARRA — Peer SUPPOIt (EA)......cooueeeeeeeeeeeeeeeeeeeeeeeeeeeee e 70° 247 ® 0
[V o=V o (=7 TR 1132 0 0
State Intermediate Punishment - HOPE Research (EA)................. 0 185 93°
SUBTOLALL ... $ 83 $ 506 $ 133
Probation and Parole:
ARRA — Maximizing Victim Restitution (EA).........ccccceeviiiiiieeeeennnne 35° 0 0
ARRA — Recidivism RedUCHON (EA).......c.ccevveveeieieeeeeeeenaeeeanens 0 56 2 0
Address Confidentiality Program (EA).........cccooiiiiiiieieiiiiiiieeeeeee 60 ° 0 0
[V o=V o (=7 TR 162 2 0 0
510 o) o] -1 PP UPPRP $ 257  $ 56 $ 0
State Police:
ARRA — JAG Protection from Abuse Database(EA).........c............ $ 1742 ¢ 192 $ 0
ARRA — JAG Instant Check Sytem Rewrite (EA) 1,348 2 682 ° 0
ARRA — JAG Megan's Law Modernization (EA)...........c.cvevveveenene. 1,455 2 758 2 50 2
Law Enforcement Projects (EA) 500 ® 2,350 ? 400 2
SUBTOLAL. ... 3,477 3,809 450
TOTAL. et 48,700 28,900 19,500

a Subgrants not added to total to avoid double counting.
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Overview and Summaries

Public Information and Communications

The Commonwealth spends funds on activities to provide government information to the news media and the general public and for other
essential communications efforts. Funds are budgeted in 30 agencies to provide public notification and information to the Commonwealth’s public,
news media, businesses, legislators and citizens regarding the bidding of contracts, issuance of rules and regulations, announcement of public
hearings and the availability of services and financial aid. The amounts that are detailed below exclude those items that are strictly educational and
materials that are offered for public sale such as the “Game News” and “Pennsylvania Angler and Boater”.

(Dollar Amounts in Thousands)

2013-14 2014-15

_Estimate _Estimate_

(10 )Y g o AT O 11 (o= $ 909 $ 1,022
EXECULIVE OFfiCES. . ittt 152 160
Lt. GOVEINOI'S OffiCR....uuiiiiiiiiiie e 177 191
F X1 T PO TP P UPP PSPPI 366 361
AGIICUITUT . ...ttt s sttt e e e e e et eesneeens 400 423
Banking @nd SECUNTIES.......cciiuiiiiiieiiiie ettt 480 510
CiVil SErVICE COMMISSION. ....uviiiiiiiieitree ittt sttt e st e et e e sbe e e baeessneeees 57 60
Community and ECONOMIC DEVEIOPMENL.........cccuiiiiiiiiiiiie ittt 302 319
Conservation and Natural RESOUICES...........ocuiiiriieiiiiie it 305 331
(0] (=T 1 o] 4 1TSS PPPOTPRPPPT TP 210 215
Education..........ccccevvveeinieeennnen. 321 334
Emergency Management AQEINCY ..........ueiiureerireerireeiieeessteeesseeesnreesieeesineessneeeennnees 218 228
LYo aTaaT= gl e U ad T0] (=Tt 1] o TR 1,981 2,038
Fish and Boat Commission. 227 231
GAME COMIMISSION. ...ttt ettt ettt ettt e sttt e st et e e st e et e s nab e e e bb e e st e e e nbeeesnnneeens 406 443
GENEIAI SEIVICES. ....utiiiiiiie ettt et et e st e et e e st e et eesnaneeens 110 120
[ (2= 143 SRS 618 661
Historical and MuSeum COMMISSION...........iiiiriiiiiieeiiee sttt 120 120
gV = 1 (ot PSP PP PPRPOTPROPIN 354 364
Labor @nd INQUSTIY .....coiiiiieiiie ettt sinee e 510 566
LiquOr CONIOl BOAI. .....cciuviiiiiiieeiieie ettt 296 369
Military and Veterans AffairS. .........oiuieiiiiiiiie e 208 227
Milk Marketing BOAIM..........cciiuiiiiiiieiiiii ettt 9 10
Probation and Parole BOArd............cccueiiiiiiiiiiie it 276 289
Public Utility Commission. 257 265
PUDBIIC WA, ettt ettt enae e e nnes 568 585
REVENUE. ...ttt e e st e et e e st e e et e e nnee s 514 535
State.... 388 415
SEALE PONICE. ..ttt 377 369
I Ua ] o Jo T4 2= i o] o OSSP P PSPPSR PPRPPPPN 1,750 1,821
TOTAL $ 12,866 $ 13,582

---- Lottery sales promotion - $37 million will be spent on advertising campaigns to promote lottery sales and to disseminate information on the
various lottery programs including property tax and rent assistance for older Pennsylvanians during 2014-15. These expenditures are expected to
generate approximately $3.96 billion in lottery revenues during 2014-15.

---- Economic development - A total of $3.8 million is budgeted in the General Fund to promote tourism and economic development. This will
contribute to an estimated $26.8 billion in 2014-15 travel revenues to Pennsylvania and supports the State’s aggressive effort to preserve and create
jobs.
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COMMONWEALTH
PROGRAM BUDGET

This section summarizes the budget by major revenue source and major
program area of expenditure. This summary includes programs funded from
the General Fund, the eleven budgeted special revenue funds, federal funds,
and other revenues including augmentations, restricted receipts and revenues,

and other special revenue funds.

Detailed supporting information is provided for each major program area
of expenditure by component categories and subcategories (subdivisions
of activities) which contribute to the commonwealth’s total effort in that
program. Detailed information on individual revenue sources may be found
in the appropriate fund presentation in the Summary by Fund section of this

document.
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Program Budget Summary

Guide to the “Summary of Revenues and Expenditures
for the Operating Program” Statement

The Summary of Revenues and Expenditures for the Operating Program comprehensive statement shown
on page B5 is an “all funds” seven-year summary of revenues and expenditures for the commonwealth’s
operating program. This guide is intended to assist readers with interpreting and understanding the revenue
and expenditure items presented on the comprehensive statement.

Beginning and Ending Balances

Beginning and ending balances are included only for state General Fund and state Special Funds as
Federal Funds and Other Funds revenues and expenditures are considered to be self-balancing. While
revenue totals are shown for General Fund, Special Funds, Federal Funds and Other Funds, the Program
Expenditures section of the statement aggregates expenditures of the four fund types into the eight
Commonwealth Programs for ease of presentation. The General Fund and Special Funds beginning and
ending balances are based on their respective financial statements found on pages A2.3 through A2.7.

Revenues

All General Fund, Special Funds, Federal Funds and Other Funds revenues contributing to the
commonwealth’s operating program are shown on the statement.

General Fund — The General Fund is the commonwealth's largest operating fund. It receives all tax
revenue, non-tax revenue and federal grants and entitlements not specified by law to be deposited
elsewhere. Tax revenue constitutes more than 96 percent of annual General Fund revenue. The largest
sources of non-tax revenue are profit transfers from the Pennsylvania Liquor Control Board, earnings of
investments and the escheats or “unclaimed property” program. General Fund revenue categories shown
on the statement include Corporation Taxes, Personal Income Tax, Sales and Use Tax, and All Other
Revenues/Taxes. A Less Refunds category is shown as a negative revenue adjustment to account for
various tax refunds. Additional information on General Fund revenue sources can be found in section C1.

Special Funds — There are eight Special Funds contributing revenue to the commonwealth operating
program. Additional information on Special Fund revenue sources can be found in sections C2 through C9.

Federal Funds — All monies received from the federal government are deposited into the State Treasury
and must be appropriated. The Department of Public Welfare receives the most federal funds. Other
agencies receiving significant federal funds include the departments of Education, Aging, and
Transportation. Additional information on federal funds budgeted by agency can be found on page C1.9 for
federal funds related to General Fund budgets and in Section E Department Presentations in each
agency’s Summary by Fund and Appropriation statement.

Other Funds — There are more than 150 Other Funds contributing revenue to the commonwealth’s
operating program. The State Stores Fund, the Public Transportation Trust Fund and the Property Tax
Relief Fund contribute significant revenues to the Other Funds revenue total. See Section H Other Special
Funds for information and financial data on these funds. Additional information on Other Funds can be
found in Section E Department Presentations on each agency’'s Summary by Fund and Appropriation
statement.

Program Expenditures

Program expenditures are categorized by the eight Commonwealth Programs beginning with Direction and
Supportive Services and ending with Debt Service. These programs include expenditures from all General
Fund, Special Funds, Federal Funds and Other Funds contributing to total operating program expenditures as
shown on pages B6 and B7. More detailed expenditure breakdowns by program category and subcategory are
shown on pages B8 through B17.

Total operating program expenditures are adjusted to include expenditure reductions from General Fund or
Special Fund lapses of unspent prior-year funds. Other adjustments, such as fund transfers to the operating
program (resulting in expenditure increases) or fund transfers from the operating program (resulting in
expenditure decreases) shown on the statement will impact total program expenditures and ending balances.
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Program Budget Summary

SUMMARY OF REVENUES AND EXPENDITURES
FOR THE OPERATING PROGRAM

The following table is a seven year summary of the revenues and expenditures by Commonwealth Program for the
operating budget. Balances are included only for State funds - General Fund and Special Funds - as Federal Funds and
Other Funds revenues and expenditures are considered to be self-balancing.

(Dollar Amounts in Thousands)

2012-13 2013-14 2014-15 2015-16 2016-17 2017-18 2018-19
Actual Available Budget Estimated Estimated Estimated Estimated
BEGINNING BALANCES
General FuNd .........cccoieeeiieeiieeieeee $ 659,051 $ 540,918 $ 215985 $ 20,216 $ 24,318 $ 22,378 $ 25,539
Adjustment to Beginning Balance........... 13,530 5,000 0 0 0 0 0
Adjusted Beginning Balance................... $ 672,581 $ 545918 $ 215985 $ 20,216 $ 24318 $ 22378 $ 25,539
Special FuNds .......ccccoeviviieiieiiecieces $ 525,257 $ 440,833 $ 464,852 $ 221814 $ 176,501 $ 193,398 $ 255,645
REVENUES
General Fund:
Corporation TaxesS........cceevvveerieeennnnn $ 5,189,719 $ 5,044,900 $ 5,041,400 $ 5,050,600 $ 4,899,000 $ 4,887,400 $ 4,932,300
Personal Income TaX.......ccceevveeeninenne 11,371,245 11,717,200 12,365,600 13,208,300 13,894,900 14,667,200 15,412,300
Sales and Use TaX.....ccccevveeerieeeniineens 8,893,714 9,194,400 9,504,600 9,852,100 10,116,000 10,425,600 10,741,800
All Other Revenues/Taxes. 3,192,268 3,159,400 3,628,500 3,452,300 3,505,900 3,553,500 3,587,700
Less Refunds.............. -1,250,000 -1,275,000 -1,310,000 -1,355,000 -1,410,000 -1,465,000 -1,500,000
Total General Fund $ 27,396,946 $ 27,840,900 $ 29,230,100 $ 30,208,300 $ 31,005,800 $ 32,068,700 $ 33,174,100
Special Funds 4,230,524 4,431,436 4,569,471 4,847,363 5,109,185 5,378,735 5,543,335
Federal Funds 22,174,815 22,762,175 24,249,381 27,323,805 27,992,555 28,841,863 29,891,279
Other FUNAS........oooveviiiiiieiic s 11,379,170 11,924,624 13,269,683 13,268,255 13,366,268 13,597,730 13,587,019
Total Revenues
and Balances..........ccccoooeeiiieennns $ 66,379,293 $ 67945886 $ 71999472 $ 75889,753 $ 77674627 $ 80,102,804 $ 82476917
PROGRAM EXPENDITURES
Direction and Supportive
SEIVICES. ..t $ 1,796,361 $ 1,862,068 $ 1,871,565 $ 1,972,845 $ 2,048,873 $ 2,132,951 $ 2,224,322
Protection of Persons and
Property......ccccoceeieiiiiieieieeeee s 9,066,033 8,948,602 9,051,810 9,027,092 9,058,997 9,104,043 9,160,044
Education................... 14,449,771 14,820,366 15,407,732 15,603,604 15,832,645 16,205,552 16,585,126
Health and Human Services 30,566,301 31,954,052 34,398,365 37,759,695 38,949,025 40,391,253 42,045,292
Economic Development.............cccceeveee. 2,085,552 2,115,117 2,095,878 2,038,993 2,030,500 2,031,145 2,033,059
Transportation...........cceeeeeeeeieeencieeesnennn 5,903,470 6,150,458 7,071,554 7,348,796 7,559,383 7,909,359 7,908,918
Recreation and Cultural Enrichment....... 591,851 628,656 635,583 641,868 641,884 642,220 642,364
Debt Service.......ccoooovviiieiiiiiee e 1,200,255 1,174,080 1,218,216 1,287,935 1,330,085 1,396,584 1,459,609
Less General Fund Lapses...........cc.c.c.... -188,684 -321,500 0 0 0 0 0
Less Special Fund Lapses...........cccc..... -73,368 -66,850 0 0 0 0 0
Total Operating Expenditures..... $ 65,397,542 $ 67,265,049 $ 71,750,703 $ 75,680,828 $ 77,451,392 $ 79,813,107 $ 82,058,734
Transfer to Budget Stabilization
Reserve FUNd...........cccovvveeeiieiiinieeeee 0 0 -6,739 -8,106 -7,459 -8,513 -9,218
ENDING BALANCES
General Fund..........ccccovveeiineiiee e $ 540,918 $ 215985 $ 20,216 $ 24,318 $ 22378 $ 25539 $ 27,654
Special FUNdS .......cccevviieiieiieciccceee $ 440,833 $ 464,852 $ 221,814 $ 176,501 $ 193,398 $ 255,645 $ 381,311

Wpennsylvania B5 Governor'’s Executive Bubcet 2014-2015



Program Budget Summary

Seven Year Summary of Commonwealth Programs

The following is a summary for the seven Commonwealth Programs of 2012-13 actual expenditures, 2013-14 amounts available, 2014-15
amounts budgeted and future year estimates for all the operating funds and capital bond authorizations as presented in the 2014-15 Governor's
Executive Budget. A breakdown of each Commonwealth Program by Category and Subcategory is shown on subsequent pages.

(Dollar Amounts in Thousands)

2013-14 2014-15 2015-16 2016-17 2017-18 2018-19
Available Budget Estimated Estimated Estimated Estimated
Direction and Supportive Services
General Fund..........ccccoevee $ 778,592 $ 838,541 797,324 $ 792,996 $ 778,246 $ 774,595 $ 774,496
Special Funds..........coo..... 621,494 642,489 712,970 809,743 900,521 992,250 1,083,720
Federal Funds.............cc...... 63,615 38,028 18,540 18,540 18,540 18,540 18,540
Other Funds..........ccceevenne 332,660 343,010 342,731 351,566 351,566 347,566 347,566
Total Operating................... $ 1,796,361 $ 1,862,068 1871565 $ 1,972,845 $ 2,048,873 $ 2,132,951 $ 2,224,322
Protection of Persons and Property
General Fund............ccceene $ 3,112,151 $ 3,211,463 3,324,307 $ 3,266,085 $ 3,275847 $ 3,317,418 $ 3,364,122
Special Funds..... 771,857 810,435 884,965 883,507 883,507 883,951 883,951
Federal Funds.... 1,518,436 1,263,648 1,030,221 1,068,844 1,092,410 1,096,784 1,106,156
Other Funds.........ccccecveeenne 3,663,589 3,663,056 3,812,317 3,808,656 3,807,233 3,805,890 3,805,815
Total Operating..........cccc..... $ 9,066,033 $ 8,948,602 9,051,810 $ 9,027,092 $ 9,058,997 $ 9,104,043 $ 9,160,044
Education
General Fund..........cccceenee $ 11,309,800 $ 11,583,200 11,969,275 $ 12,448,156 $ 12,757,010 $ 13,131,244 $ 13,510,671
Special Funds 1,103 1,100 1,100 1,100 1,100 1,100 1,100
Federal Funds.............c...... 2,304,123 2,317,202 2,286,570 2,227,408 2,147,580 2,145,910 2,145,910
Other Funds..........cccocveeenne 834,745 918,864 1,150,787 926,940 926,955 927,298 927,445
Total Operating................... $ 14,449,771 $ 14,820,366 15,407,732 $ 15,603,604 $ 15,832,645 $ 16,205552 $ 16,585,126
Health and Human Services
General Fund............cccee.... $ 10,976,467 $ 11,369,189 11,795,228 $ 12,092,118 $ 12,558,683 $ 13,140,594 $ 13,753,611
Special Funds..................... 1,063,138 1,120,913 1,245,643 1,204,537 1,205,543 1,226,377 1,227,355
Federal Funds.... 15,699,725 16,427,153 18,331,078 21,494,913 22,219,925 23,066,529 24,106,573
Other Funds.... 2,826,971 3,036,797 3,026,416 2,968,127 2,964,874 2,957,753 2,957,753
Total Operating..........cccc..... $ 30,566,301 $ 31,954,052 34,398,365 $ 37,759,695 $ 38,949,025 $ 40,391,253 $ 42,045,292
Economic Development
General Fund..........ccccoeevee $ 290,539 $ 296,935 301,333 $ 310,828 $ 310,828 $ 310,828 $ 310,828
Special Funds..... 0 1,073 1,073 1,073 1,073 1,073 1,073
Federal Funds.... 759,664 743,817 706,419 641,847 641,847 641,847 641,847
Other Funds..........cccocveeennee 1,035,349 1,073,292 1,087,053 1,085,245 1,076,752 1,077,397 1,079,311
Total Operating................... $ 2085552 $ 2,115,117 2,095,878 $ 2,038,993 $ 2,030,500 $ 2,031,145 $ 2,033,059
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Program Budget Summary

Seven Year Summary of Commonwealth Programs

(Dollar Amounts in Thousands)

2012-13 2013-14 2014-15 2015-16 2016-17 2017-18 2018-19
Actual Available Budget Estimated Estimated Estimated Estimated
Transportation
General Fund..........cccceeu.. $ 14,908 5,473 4,605 4,605 4,605 4,605 $ 4,605
Special Funds..................... 1,785,217 1,749,160 1,814,473 1,825,818 1,924,997 2,029,560 2,033,812
Federal Funds.... 1,738,065 1,879,079 1,773,710 1,773,710 1,773,710 1,773,710 1,773,710
Other Funds..........c.ccerveene 2,365,280 2,516,746 3,478,766 3,744,663 3,856,071 4,101,484 4,096,791
Total Operating................... $ 5,903,470 6,150,458 7,071,554 7,348,796 7,559,383 7,909,359 $ 7,908,918
Recreation and Cultural Enrichment
General Fund...........ccccueen. $ 140,429 119,466 118,583 118,583 118,583 118,583 $ 118,583
Special Funds...........coouo..... 126,335 131,297 132,923 132,923 132,923 132,923 132,923
Federal Funds..........cccc.c..... 91,187 93,248 102,843 98,543 98,543 98,543 98,543
Other Funds.........ccccceveeene 233,900 284,645 281,234 291,819 291,835 292,171 292,315
Total Operating..........cccc..... $ 591,851 628,656 635,583 641,868 641,884 642,220 $ 642,364
Debt Service
General Fund..........ccccoce... $ 1,094,407 1,068,066 1,108,475 1,162,721 1,196,479 1,259,159 $ 1,325,851
Special Funds..... 19,172 17,800 19,362 33,975 42,624 49,254 53,735
Federal Funds.... 0 0 0 0 0 0 0
Other Funds.........cccccceveeene 86,676 88,214 90,379 91,239 90,982 88,171 80,023
Total Operating................... $ 1,200,255 1,174,080 1,218,216 1,287,935 1,330,085 1,396,584 $ 1,459,609
Capital Bond Authorizations... $ 0 0 $ 1,257,879 1,136,293 1,051,773 $ 1,170,184 $ 887,344
Program Total.........ccc.cccu.e. $ 1,200,255 1,174,080 $ 2,476,095 2,424,228 2,381,858 $ 2,566,768 $ 2,346,953
COMMONWEALTH TOTALS
General Fund...........ccccu.. $ 27,717,293 28,492,333 29,419,130 30,196,092 31,000,281 32,057,026 $ 33,162,767
Special Funds..................... 4,388,316 4,474,267 4,812,509 4,892,676 5,092,288 5,316,488 5,417,669
Federal Funds..................... 22,174,815 22,762,175 24,249,381 27,323,805 27,992,555 28,841,863 29,891,279
Other Funds.........ccccceeeeene 11,379,170 11,924,624 13,269,683 13,268,255 13,366,268 13,597,730 13,587,019
Total Operating..........cccc..... $ 65,659,594 $ 67,653,399 $ 71,750,703 75,680,828 77,451,392 $ 79,813,107 $ 82,058,734
Capital Bond Authorizations... $ 0% 0 $ 1,257,879 1,136,293 1,051,773 $ 1,170,184 $ 887,344
Program Total..........c......... $ 65,659,594 $ 67,653,399 $ 73,008,582 76,817,121 78,503,165 $ 80,983,291 $ 82,946,078
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Program Budget Summary

Direction and Supportive Services

The goal of this commonwealth program is to provide an efficient and effective administrative support system through which
the goals and objectives of the commonwealth programs can be attained. This commonwealth program supports the
administration's goals to streamline state government and achieve efficiencies and to refocus the investment of taxpayer
dollars on the core functions of government. The Strategic Investments for Pennsylvania theme in the Overview and
Summaries section highlights the administration's priorities in this program area.

Centralized functions affecting all agencies make up this program. Administrative costs specifically related to particular
programs usually appear in a program subcategory to which they relate.

The agencies in this program include the Governor's Office, Executive Offices, Lieutenant Governor, Auditor General,
Treasury, Civil Service Commission, Department of General Services, Department of Revenue, Ethics Commission, Health
Care Cost Containment Council, eHealth Partnership Authority, the State Employees' Retirement System, Government
Support Agencies and the Legislature.

Contribution by Category and Subcategory

General Fund and Special Funds

(Dollar Amounts in Thousands)

2012-13 2013-14 2014-15 2015-16 2016-17 2017-18 2018-19
Actual Available Budget Estimated Estimated Estimated Estimated

Administrative and Support Services............ccocvevvernnne. $ 154,028 $ 165,346 $ 161,409 $ 160,810 $ 160,060 $ 159,409 $ 159,310
EXECULIVE DIr€CHION. ......eeieiiiiee et 101,083 111,392 107,764 107,665 107,665 107,764 107,665
Personnel Selection...........ccccovvvieiiiciincc e, 1 1 1 1 1 1 1

Ethics Commission................. 1,768 1,868 1,868 1,868 1,868 1,868 1,868

eHealth Partnership AUthOrity...........ccccoeviiiiiniiiiiniin, 804 2,200 2,000 1,500 750 0 0
Legal Services.........ccoceeviuneenn. 3,189 3,202 3,183 3,183 3,183 3,183 3,183
Health Care Reporting..........ccceeueereeiiienie e siee e 2,683 2,683 2,683 2,683 2,683 2,683 2,683
Government SUpPPOrt AgENCIES. ......cccueeriirieeieenrienieenine 44,500 44,000 43,910 43,910 43,910 43,910 43,910
Fiscal Management........cccceieiiiieiii e 841,068 $ 910,137$ 940,372$ 1,033416$ 1,110,194$ 1,198,923 $ 1,290,393
Revenue Collection and Administration. 744,268 805,607 829,635 924,708 1,004,686 1,094,615 1,184,285
DiShUIrSEMENt......cciiiiiecie e 54,407 59,751 65,958 63,929 60,729 59,529 61,329
AUAIIING. . 42,393 44,779 44,779 44,779 44,779 44,779 44,779
Physical Facilities and Commodities Management...... $ 130,367 $ 126,771% 129,788 $ 129,788 $ 129,788 $ 129,788 $ 129,788
Facility, Property and Commodity Management................ 130,367 126,771 129,788 129,788 129,788 129,788 129,788
Legislative ProCESSES........cccveiviiiieecieeie et $ 273,484 $ 277,589% 277,589 $ 277,589 $ 277,589 $ 277,589 $ 277,589
(I To 1 - L0 = T RS 273,484 277,589 277,589 277,589 277,589 277,589 277,589
Interstate Relations 1,139% 1,187% 1,136 $ 1,136 $ 1,136 $ 1,136 $ 1,136
Interstate Relations............cceeeeeiiiiiiiieeec e, 1,139 1,187 1,136 1,136 1,136 1,136 1,136
PROGRAM TOTAL...oeiitieeeeee ettt $ 1,400086$ 1481030% 1510294$% 1,602,739$ 1678,767$ 1766845 $ 1,858,216
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Program Budget Summary

Protection of Persons and Property

The goal of this commonwealth program is to provide an environment and a social system in which the lives and property of
individuals and organizations are protected from natural and man-made disasters and from illegal and unfair actions. This
commonwealth program supports the administration's goal to protect the public health and safety of Pennsylvania’s citizens.

This program addresses the substantive areas of consumer and environmental protection, certain regulatory activities, the
criminal justice system and mitigation of the effects of disasters. Within these broad areas, the State Police, Department of
Banking and Securities, Attorney General, Department of Corrections, Public Utility Commission, Liquor Control Board,
Pennsylvania Emergency Management Agency, Board of Probation and Parole, the Judiciary, Milk Marketing Board,
Department of State and the Insurance Department deal almost entirely with protection of persons and property. Several
agencies such as the Executive Offices and the departments of Environmental Protection, Agriculture, Labor and Industry,
Military and Veterans Affairs and Transportation are more diversified and some of their activities are included in this
program as well as in other commonwealth programs.

Contribution by Category and Subcategory

2012-13 2013-14 2014-15 2015-16 2016-17 2017-18 2018-19

Actual Available Budget Estimated Estimated Estimated Estimated

General Administration and SUPPOrt.........ccccceeververnnnne. 37,897 % 41,169$ 48,441 $ 48,441 $ 48,441 $ 48,441 $ 48,441
Criminal and Juvenile Justice Planning.............cccocoveveene 25,278 28,369 33,904 33,904 33,904 33,904 33,904
Environmental Support Services..........ccooveveeiieeneenineennn 12,619 12,800 14,537 14,537 14,537 14,537 14,537
Public Protection and Law Enforcement...........ccc......... 991,782% 1,050,439% 1,108,107 $ 1,107,716$ 1,107,716 $ 1,107,716 $ 1,107,716
State POlICE. ....eiivieiiicieecie et 779,955 833,674 883,133 883,133 883,133 883,133 883,133
Attorney General..........ccooceeriiiiienieieenee e 78,121 87,290 87,290 87,290 87,290 87,290 87,290
Highway Safety Administration and Licensing 133,706 129,475 137,684 137,293 137,293 137,293 137,293
Control and Reduction of Crime... 1,998,632$% 2,103,812$ 2,194,567 $ 2,214567$ 2,249567 $ 2,289,567 $ 2,334,567
Institutionalization of Offenders........ 1,866,965 1,962,267 2,040,073 2,060,073 2,095,073 2,135,073 2,180,073
Reintegration of Adult Offenders...........c.ccocveviiniiennennnn. 131,667 141,545 154,494 154,494 154,494 154,494 154,494
Juvenile Crime Prevention.........ccocvevcieeeniieesiiee e, 18,906 $ 21,599% 24210 $ 24210 % 24210 $ 24210 $ 24,210
Reintegration of Juvenile Delinquents............cccccceevveennen. 18,906 21,599 24,210 24,210 24,210 24,210 24,210
Adjudication of Defendants..........ccccoeeriiiiiiiieiie e 309,288 $ 317,432% 317,432 $ 317,432 % 317,432 $ 317,432 $ 317,432
State Judicial SYStEM.........cooiiiiiiiiiie e 309,288 317,432 317,432 317,432 317,432 317,432 317,432
Public Order and Community Safety........ccccceevevrrenenn 80,823 $ 41,258% 30,814 $ 30,564 $ 30,564 $ 30,564 $ 30,564
Emergency Management...........ccccooceieiiiiiciinciiiec e, 61,502 19,934 9,141 8,891 8,891 8,891 8,891
State Military Readiness..........ccooveeviieiiiiieenie e 19,321 21,324 21,673 21,673 21,673 21,673 21,673
Protection From Natural Hazards and Disasters.......... 118,195 $ 121,051$ 153,387 $ 153,387 $ 153,387 $ 153,387 $ 153,387
Environmental Protection and Management..................... 118,195 121,051 153,387 153,387 153,387 153,387 153,387
Consumer ProteCtioN......ccoceeiiiiieiiiienie e 294,177 $ 289,593% 297,437 $ 218,398 $ 193,160 $ 195,175 $ 196,879
CoNSUMEr ProteCHiON. .......cciieiieiiieeiiieee e 9,109 11,152 14,213 8,872 8,902 8,872 8,872
Financial Institution and Securities Industry Regulation.... 21,350 24,412 22,830 21,330 21,330 21,330 21,330
Insurance Industry Regulation.............ccccovveeriieeinieeennne. 123,195 118,494 123,143 50,512 25,244 26,845 28,549
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Program Budget Summary

Protection of Persons and Property (continued)

Contribution by Category and Subcategory

General Fund and Special Funds

(Dollar Amounts in Thousands)

2012-13 2013-14 2014-15 2015-16 2016-17 2017-18 2018-19
Actual Available Budget Estimated Estimated Estimated Estimated

Consumer Protection (Continued)

Horse Racing Regulation..............ccccoieiiiiiceiiiie e 14,767 16,264 17,664 18,097 18,097 18,541 18,541
Protection and Development of Agricultural Industries...... 125,756 119,271 119,587 119,587 119,587 119,587 119,587
Community and Occupational Safety and Stability...... $ 24,817$ 26,139$ 25,725 $ 25,725% 25,725 $ 25,725 $ 25,725
Community and Occupational Safety and Stability............ 22,713 23,947 23,697 23,697 23,697 23,697 23,697
Fire Prevention and Safety...........cccoceeviiiiiiiciiiiiiene 2,104 2,192 2,028 2,028 2,028 2,028 2,028
Prevention & Elimination of Discriminatory Practices. $ 9,491 % 9,406 % 9,152 $ 9,152 $ 9,152 $ 9,152 $ 9,152
Prevention & Elimination of Discriminatory Practices........ 9,491 9,406 9,152 9,152 9,152 9,152 9,152
PROGRAM TOTAL ..o $ 3,884,008 4,021,808% 4,209272$ 4,149502$ 4,150,354 % 4,201,369 $ 4,248,073
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Program Budget Summary

Education

The goal of this commonwealth program is to provide a system of learning experiences and opportunities that will permit
each individual to achieve his or her full potential intellectual development through high-quality basic education and special
education programs, and through high-quality career and technical education and higher education. This commonwealth
program supports the administration's goals to support an agenda for excellence, a world-class education that enables all
Pennsylvania children to achieve their full potential, and to expand educational opportunities and alternative pathways to
teaching and leadership. The Ready to Learn - Educational Excellence in Pennsylvania theme in the Overview and
Summaries section highlights the administration's priorities in advancing the commonwealth's educational system.

This commonwealth program is financed primarily through the Department of Education. Other agencies providing support

are the departments of Revenue, Public Welfare and Labor and Industry, and the Higher Education Assistance Agency and
the Tax Equalization Board.

Contribution by Category and Subcategory

General Fund and Special Funds
(Dollar Amounts in Thousands)

2012-13 2013-14 2014-15 2015-16 2016-17 2017-18 2018-19
Actual Available Budget Estimated Estimated Estimated Estimated

Educational SUPPOrt SErviCes.......cccevvveeeereeeeriesennes $ 27,595 $ 27,789% 27,635 $ 27,635% 27,635 $ 27,635 $ 27,635
Education Support ServiCes..........cccoovvvriieiieiiiniinsee 27,595 217,789 27,635 27,635 27,635 27,635 217,635
BasiC EAUCAtiON........cciiieeeiiie e $ 9,696214% 9,963,350% 10,325,929 $ 10,804,810% 11,113,664 $ 11,487,898 $ 11,867,325
PreK-12 EdUCAtiON.......ccuvieiiire e e 9,678,248 9,944,486 10,307,735 10,786,616  11,095470 11,469,704 11,849,131
Public Utility Realty Payments...........ccccoovvvveivenieenieesieene 17,966 18,864 18,194 18,194 18,194 18,194 18,194
Higher EdUCation..........cociiiiiiii e $ 1587,094% 1593161$ 1616811$ 1,616811% 1616811$ 1616811 $ 1,616,811
Higher Education.... 1,200,969 1,206,686 1,205,686 1,205,686 1,205,686 1,205,686 1,205,686
Financial Assistance to Students..........cccccoccvveevvieesineeen, 361,736 362,086 386,736 386,736 386,736 386,736 386,736
Financial Assistance to INstitutions...............cccccvvveeeeeienn, 24,389 24,389 24,389 24,389 24,389 24,389 24,389

PROGRAM TOTAL ..o $ 11,310,903$ 11,584,300$ 11,970,375 $ 12,449,256$ 12,758,110 $ 13,132,344 $ 13,511,771
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Program Budget Summary

Health and Human Services

The goals of this commonwealth program are to ensure access to quality medical care for all citizens, support people
seeking self-sufficiency, provide military readiness and assistance to veterans and maximize opportunities for individuals
and families to participate in society. The Healthy Pennsylvania and Enhancing Human Services theme in the Overview and
Summaries section highlights the administration's priorities to maintain essential health and human services.

This program addresses the following substantive areas: research; prevention and treatment of physical, mental health and
intellectual disabilities; maternal and child health care; financial assistance for older Pennsylvanians, medically needy
individuals and families in transition; and other programs to address the various issues individuals encounter in a complex
society.

These activities are primarily the responsibility of the departments of Aging, Health, Drug and Alcohol Programs and Public
Welfare with contributions by the departments of Agriculture, Labor and Industry, Military and Veterans Affairs and Revenue.

Contribution by Category and Subcategory

General Fund and Special Funds

(Dollar Amounts in Thousands)

2012-13 2013-14 2014-15 2015-16 2016-17 2017-18 2018-19
Actual Available Budget Estimated Estimated Estimated Estimated

Human Services SUPPOIt......ccccevveiieiieeiiesie e siee e $ 106,686 $ 124,519% 152,998 $ 147,556 $ 147,653 $ 147,755 $ 147,862
Human Services SUPPOIt........cccuerieierieeiieaieesieeiee e 106,686 124,519 152,998 147,556 147,653 147,755 147,862
Social Development of Individuals.........cccocceevieiiiennnnn $ 1599,769% 1,628229% 1,661,983$% 1,662,136 1,662,187 $ 1,662,187 $ 1,662,187
HUM@N SEIVICES.....ueiiiiiieiecieeeeeere e 1,160,251 1,176,737 1,206,281 1,206,281 1,206,281 1,206,281 1,206,281
Child DEVEIOPMENL........ciuieiiiiieiisieeieseee e 439,518 451,492 455,702 455,855 455,906 455,906 455,906
Support of Older Pennsylvanians.........cccccoeeeverieiieannnns $ 754,057 $ 790,832 773,985 $ 791,528 $ 791,428 $ 811,228 $ 811,128
Community Services for Older Pennsylvanians.. 277,957 308,432 328,385 335,628 335,628 335,628 335,628
Homeowners and Renters Assistance................ 286,100 292,400 280,600 285,900 285,800 285,600 285,500
Pharmaceutical AsSiStance..........cccoccevveeiieiiieiiniieeie 190,000 190,000 165,000 170,000 170,000 190,000 190,000
INCOME MaiNtENANCE. .....ceiiiiiiiiiiiiie e $ 529,936 $ 559,110% 613,394 $ 617,579 $ 617,579 $ 617,579 $ 617,579
INcome MaiNteNANCE...........ccuiiiieiieiiieniie e 509,382 538,334 594,126 598,311 598,311 598,311 598,311
Workers Compensation and Assistance 1,839 1,765 1,477 1,477 1,477 1,477 1,477
Military Compensation and Assistance..............cccccoceeueee. 18,715 19,011 17,791 17,791 17,791 17,791 17,791
Physical Health Treatment..........cccccccoveevieiieciiciie s $ 6999529% 7,189,442% 7,524,241$ 7,714912% 8124919% 8,648478 $ 9,139,090
Medical Assistance 5,023,942 5,060,236 5,308,785 5,475,604 5,816,548 6,271,089 6,671,570
LONG-TErM LiVING.....cieeierreriienieniieee e, 1,642,384 1,790,150 1,877,758 1,901,610 1,970,673 2,039,691 2,129,822
Health Treatment Services..........cccoviveeiiieeeniiie e 12,794 13,124 11,379 11,379 11,379 11,379 11,379
Health SUPPOIt SEIVICES.......cccuiiiiiiiiiiiciieeseceee e 43,964 44,164 43,667 43,667 43,667 43,667 43,667
Health Research..........ccccooiiiiiiicie e 10,751 11,965 6,363 6,363 6,363 6,363 6,363
Emergency FOod ASSIStanCe..........cccevvuveeiieeeesiiee e 19,417 19,517 19,417 19,417 19,417 19,417 19,417
Prevention and Treatment of Drug and Alcohol Abuse..... 41,698 41,702 41,852 41,852 41,852 41,852 41,852
Preventive Health...........cccccooviiiiiiiiceeec e 122,358 126,199 133,325 133,325 133,325 133,325 133,325
Veterans HOMES. ......coiuiiiiiiiieiieeiee e e 82,221 82,385 81,695 81,695 81,695 81,695 81,695
Mental Health.........ccooiiii e $ 705,428 $ 733,586% 775,258 $ 774814 $ 774814 $ 774814 $ 774,814
Mental Health.............oooiiiiii e 705,428 733,586 775,258 774,814 774,814 774,814 774,814
Intellectual DisabilitieS.......cccccveveeiiieiiieeece e, $ 1344200$% 1,464,384% 1539,012$% 1588130 1,645646$ 1,704,930 $ 1,828,306
Intellectual Disabilities. ..........ccooveriiieiiiieee 1,344,200 1,464,384 1,539,012 1,588,130 1,645,646 1,704,930 1,828,306
PROGRAM TOTAL ..o $ 12,039,605$ 12,490,102% 13,040,871 $ 13,296,655$ 13,764,226 $ 14,366,971 $ 14,980,966
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Program Budget Summary

Economic Development

The goal of this commonwealth program is to invest public resources to create jobs for Pennsylvanians. To do so, this
program offers a variety of grants, loans and loan guarantees designed to stimulate economic investment, growth and
expanded employment. This commonwealth program supports the administration's goal to create and maintain a business
climate in which good, family-sustaining jobs can grow and communities can prosper. The JOBS1st PA - Pennsylvania is
Working theme in the Overview and Summaries section highlights the administration's efforts to stimulate Pennsylvania's
economy.

This program works in tandem with numerous state authorities and agencies to aggregate and strategically invest resources
to expand and retain Pennsylvania-based firms and attract new companies to the commonwealth that will offer
Pennsylvania's communities stability, vitality and job opportunities. This program leverages workforce and community
development resources that together with business investment enable Pennsylvania to compete on behalf of and for its
business partners.

The total efforts of the Department of Community and Economic Development, the Pennsylvania Economic Development
Financing Authority and the Infrastructure Investment Authority (PENNVEST) are devoted to this program. The Executive
Offices, Auditor General, Housing Finance Agency, and the departments of Education, Labor and Industry and Revenue
also contribute to this program.

Contribution by Category and Subcategory

General Fund and Special Funds

(Dollar Amounts in Thousands)

2012-13 2013-14 2014-15 2015-16 2016-17 2017-18 2018-19
Actual Available Budget Estimated Estimated Estimated Estimated

Economic Development and Job Creation.................... $ 166,038 $ 174,952 $ 186,157 $ 195,652 $ 195,652 $ 195,652 $ 195,652
PA Job Creation, Business Growth and Attraction............ 166,038 174,952 186,157 195,652 195,652 195,652 195,652
Global Economic Development......ccccceeieeiieiieeneenneane $ 6,143 % 7,296% 7,900 $ 7,900 $ 7,900 $ 7,900 $ 7,900
PA WOrldWIde. .......coeeiiiiiieiieeiie e 6,143 7,296 7,900 7,900 7,900 7,900 7,900
Innovative Economic Development..........cc.cccoeeveeneenne. $ 24,500 $ 25,000% 24,400 $ 24,400 $ 24,400 $ 24,400 $ 24,400
PA Innovation ECONOMY.......c.coviviirieniieniieniieniie e 24,500 25,000 24,400 24,400 24,400 24,400 24,400
Workforce INVESTMEeNt.......ccccviiiiiiiiiie e $ 48,038 $ 46,894% 47194 $ 47,194 $ 47194 $ 47,194 $ 47,194
Workforce Development..........ocvevieeeeniieeeinieee e 4,613 3,313 2,613 2,613 2,613 2,613 2,613
Vocational Rehabilitation.............ccccceiiiiiiiicnneee 43,425 43,581 44,581 44,581 44,581 44,581 44,581
Commonwealth Economic Assets 6,260 $ 7,985% 3,806 $ 3,806 $ 3,806 $ 3,806 $ 3,806
PA ASSELS....cuiiitieiiieeet e 6,260 7,985 3,806 3,806 3,806 3,806 3,806
Community DeVelopmMeENt......ccoceeieieiieiie e, $ 39,560 $ 35,881% 32,949 $ 32,949 % 32,949 $ 32,949 $ 32,949
PA Core COMMUNILIES. .....ccivieiiiaieeiieeiee e 26,554 22,224 19,777 19,777 19,777 19,777 19,777
Public Utility Realty Payments............c.ccccvvcieiiiiiinnnnne, 13,006 13,657 13,172 13,172 13,172 13,172 13,172

PROGRAM TOTAL....ccoiiiiiiiminiiicin e $  290539% 298,008 302,406 $  311,901$ 311,901 $ 311,901 $ 311,901
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Program Budget Summary

Transportation

The goal of this commonwealth program is to provide a system for the fast, convenient, efficient and safe movement of
individuals and goods within the commonwealth that is interfaced with a national and international system of transportation.
This commonwealth program supports the administration's goal to create and maintain a business climate in which good,
family-sustaining jobs can grow and communities can prosper. The JOBS1st PA - Pennsylvania is Working theme in the
Overview and Summaries section highlights the administration’s priorities in this program area.

Transportation systems are developed to serve the needs of citizens, commerce and industry and are financed through the
Department of Transportation.

Contribution by Category and Subcategory

General Fund and Special Funds

(Dollar Amounts in Thousands)

2012-13 2013-14 2014-15 2015-16 2016-17 2017-18 2018-19
Actual Available Budget Estimated Estimated Estimated Estimated

Transportation Systems and Services.........c..cceeeevennen. $ 1800125% 1,754,633% 1,819,078 % 1,830,423$% 1929602 $ 2,034,165 $ 2,038,417
Transportation Support Services............... 56,264 56,264 57,619 57,619 57,619 57,619 57,619
Highways and Bridges.............ccoceevuene 1,412,490 1,374,829 1,409,906 1,395,123 1,478,402 1,571,741 1,561,150
Local Highway and Bridge Assistance... 235,488 237,092 260,973 287,101 303,001 314,225 329,068
Multimodal Transportation.............cccceeeieiieieeeiiniineene 95,883 86,448 90,580 90,580 90,580 90,580 90,580
PROGRAM TOTAL ..ot $ 1800,125$ 1,754,633$ 1819,078$ 1830423$ 1,929602$ 2,034,165 $ 2,038,417
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Program Budget Summary

Recreation and Cultural Enrichment

The goal of this commonwealth program is to improve the quality of life in Pennsylvania's urban, suburban and rural
communities. This program focuses resources on our recreational and cultural amenities ensuring that Pennsylvanians can
fully enjoy the natural beauty of the commonwealth. This program also ensures that residents and visitors can explore the
diversity of cultural traditions, the creativity of our artistic community and the bountiful history of our state and its prominence
in forming the heritage of our nation.

In working toward these broad commonwealth program goals, the Department of Conservation and Natural Resources
undertakes a wide variety of activities in the development and provision of outdoor recreational opportunities. The
Department of Education conducts a program to develop a system of local, county and regional public libraries, including the
operation of the State Library at Harrisburg, and provides recreational opportunities through local school districts. The
Historical and Museum Commission provides state and local museum assistance.

In addition, the Fish and Boat Commission, Game Commission and Council on the Arts contribute to this commonwealth
program.

Contribution by Category and Subcategory

General Fund and Special Funds

(Dollar Amounts in Thousands)

2012-13 2013-14 2014-15 2015-16 2016-17 2017-18 2018-19
Actual Available Budget Estimated Estimated Estimated Estimated

RECTEALION ...t $ 179,058 $ 161,303$ 159,953 $ 159,953 $ 159,953 $ 159,953 $ 159,953
Parks and Forests Management............ccocevcveiiniiienieene 53,723 31,006 34,030 34,030 34,030 34,030 34,030
Recreational Fishing and Boating.... 47,279 47,447 47,064 47,064 47,064 47,064 47,064
Wildlife Management...........c.cooerveiiniiiinecie e 78,056 82,850 78,859 78,859 78,859 78,859 78,859
Cultural Enrichment.........cccooviiiiiiiiieniceecec e $ 87,706 $ 89,460% 91,553 $ 91,553 % 91,553 $ 91,553 $ 91,553
State Historical Preservation.. 16,700 17,293 18,744 18,744 18,744 18,744 18,744
Local Museum ASSIStanCe...........ccceeeeeevcunvieeeeeeieiiiireeeeee 1,100 2,000 2,000 2,000 2,000 2,000 2,000
Development of Artists and Audiences............ccccccceeveenn. 9,065 9,065 9,476 9,476 9,476 9,476 9,476
State Library ServiCes........ccovvviiiierieiieenie e 60,841 61,102 61,333 61,333 61,333 61,333 61,333
PROGRAM TOTAL....ooiiiiiiiniiiiiiii e $ 266764$ 250,763 251506 251,506 251,506 251,506 $ 251,506
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Program Budget Summary

Debt Service

The goal of this commonwealth program is to provide sufficient financial resources necessary to meet the timely payment of
commonwealth debt obligations. Debt financing is used by the commonwealth to finance its capital programs and
voter-approved bond referenda and to fund certain disaster relief programs. Most long-term financing of the commonwealth
is provided by the issuance of general obligation debt. Debt financing is utilized by all other commonwealth programs to
support the goals of each of the commonwealth's program categories.

The agency that participates in this program is Treasury.

Contribution by Category and Subcategory

General Fund and Special Funds

(Dollar Amounts in Thousands)

2012-13 2013-14 2014-15 2015-16 2016-17 2017-18 2018-19
Actual Available Budget Estimated Estimated Estimated Estimated

Debt ServiCe.... ..o $ 1113579% 1,085866% 1127837 $ 1,196,696% 1,239,103$ 1308413 $ 1,379,586
Debt SErVICe......ccciiiiiiiiiiii 1,113,579 1,085,866 1,127,837 1,196,696 1,239,103 1,308,413 1,379,586

PROGRAM TOTAL ... $ 1113579% 1085866$ 1,127,837 $ 1,196,696$ 1,239,103$ 1308413 $ 1,379,586
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Governor’s Executive Budget

SUMMARY
BY
FunpD

Please refer to the Other Special Funds section of the budget to review
financial data for the Keystone Recreation, Park and Conservation Fund and
the Tobacco Settlement Fund.
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GENERAL FunD

The General Fund is 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.
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General Fund

FINANCIAL STATEMENT

The following financial statement and accompanying notes are a summary of the General Fund revenues and expenditures for
the 2012-13 actual year, 2013-14 available year and 2014-15 budget year. The financial statement excludes augmentations and
Federal funds that are detailed in subsequent tables.

(Dollar Amounts in Thousands)

2012-13 2013-14 2014-15
Actual Available Estimated
Beginning BalanCe..........cccoevvveeiiiiee e $ 659,051 $ 540,918 $ 215,985
Adjustment to Beginning Balance.............cccccceeeiviinnns 13,530 5,000 0
Adjusted Beginning Balance............ccccoeveiiiieeiiiee i $ 672,581 $ 545,918 $ 215,985
Revenue:
REVENUE RECEIPLS. ....vvviiiiiieeiiiie st $ 28,646,946 $ 29,115,900 $ 30,315,100
Proposed Revenue Changes...........cccccvevviiiiieiieeiininnns 0 0 225,000
LeSS REfUNAS........cccvvviiiiiiiiiiie e -1,250,000 -1,275,000 -1,310,000
TOtal REVENUE......coiiiiieeiiie e $ 27,396,946 $ 27,840,900 $ 29,230,100
Prior Year LapSesS.......cuuuiiiiiiiiiiieeieiiiiieeee e e 188,684 251,500 0
Funds Available............oooiieiiiie e $ 28,258,211 $ 28,638,318 $ 29,446,085
Expenditures:
APPIOPHALIONS. ...eeiviiie ettt $ 27,717,293 $ 28,422,469 $ 29,419,130
Supplemental Appropriations. ...........occvveveeeiiiiiiieeeeennns 0 69,864 0
Less Current Year LapSes..........uvvvvvvrvrriiiiiiiiiiiiiiiiiinnnns 0 -70,000 0
Total State EXpenditures...........oeevveeeiieeesiieeeniieenins $ 27,717,293 $ 28,422,333 $ 29,419,130
Preliminary Balance..........cccccveiviviiiiiie e $ 540,918 $ 215,985 $ 26,955
Less Transfer to Budget Stabilization
RESEIVE FUN.......iiiiiiiiii e Oa Ob -6,739
ENding BalanCe........coccvveiiiieiiiie e $ 540,918 $ 215,985 $ 20,216

# Act 71 of 2013 suspended the 25% transfer to the Budget Stabilization Reserve Fund for 2012-13.
®This budget proposes the suspension of the 25% transfer to the Budget Stabilization Reserve Fund for 2013-14.
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General Fund

NOTES ON FINANCIAL STATEMENT

(Dollar Amounts in Thousands)

PROPOSED TAX AND REVENUE MODIFICATIONS

2014-15
Estimated
Non-Tax Revenue:
Shortening the Holding Period for Unclaimed Property...........cocooviiiiii i $ 150,000
The budget assumes a reduction in the holding period for unclaimed property
from 5 to 3 years.
Transfer from the Oil and Gas Lease FUNd.........c..oiiiiiiiiiii e $ 75,000
A transfer of funds resulting from non-surface impact leasing to the General
Fund is proposed.
TOTAL PROPOSED TAX AND REVENUE MODIFICATIONS $ 225,000

In addition, the budget proposes to transfer all remaining private equity investments and cash reserves from the
Tobacco Settlement Fund and the Health Venture Investment Account to the Public School Employees’
Retirement System. This $225 million will supplement the School Employees’ Retirement General Fund
appropriation. Please see the Department of Education in Section E for additional detail.
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General Fund

NOTES ON FINANCIAL STATEMENT

(Dollar Amounts in Thousands)

SUPPLEMENTAL APPROPRIATIONS

2013-14
Available
STATE SUPPLEMENTALS
Corrections
INMALE MEICAI CAI....cuvieiiieiiie et sttt ettt et et e et e et e et e e nteeesneeesreeenneeens $ 5,000
State CorreCtioNal INSHULIONS. ........uiiiie et e e e e e e e e e e e s aa e e raaeeeeans 15,000
(@01 g d=Tod 1[0 E-T0 o ] - L TP PPPTTRIN $ 20,000
Education
EArlY INEEIVENTION. .....eiiiiiie ettt e e e et e e et e e e et e e e st e e e s etb e e e e e breeeeenreaeeaaaeean $ 14,702
School Employees' SOCIAl SECUNLY..........uuiiiiiiaiiiiiiee e e e -8,702
School EMpIoyees’ REtIFEMENT..........ooviviiiii e -10,000
EAUCALION TOLAL...ceeteieeieeeeeee e et e e e e e e e e e e e e e e e e e e aaeanes $ -4,000
Military and Veterans Affairs
Paralyzed Veterans PeNSION............ccoiuviiriiiiiiiiiin s $ 843
Public Welfare
Payment to Federal Government - Medicare Drug Program............ccccceeeeiiiiiiiieneeeeeeciiieeeenn $ -5,018
Medical Assistance - Outpatient 2,893
Medical ASSISTANCE - INPALIENT..........oiiiiiiiiiiei et e e e e e s eea e e e enees 1,853
Medical ASSIStANCE - CaPItAtiON.....cccoeie e -6,059
LONG-TEIM GBI etttk nnnee -15,096
Home and Community-Based SEIVICES...........cuuiviiiiiiiiiiiiiieieieeeeeeeeetee e 66,103
Long-Term Care ManAgEd Care........ccueeuiiuuueiieae e aeiiiieee e e e e ettt e e e e e e e nneee e e e e e e e e anebeeeaaaaeans 2,483
Medical ASSIStance - TranNSPOMALION. ........uuuuuerureiiiiiiii s -9,425
Special Pharmaceutical Services -306
Autism Intervention and Services 896
Services to Persons With DiSabilitieS............ovevuuiiiiiiiiiee e 4,248
Medical Assistance - Workers with Disabilities.............c.eevviiiiiiiiiee e 10,449
U] oY TToR iYL = T =T [0 ] €= | TR $ 53,021
TOTAL SUPPLEMENTALS. ....cetiiiittie ittt ettt et e e st e e e snnte e e s nnnneee s $ 69,864
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General Fund

STATE FUNDS BY DEPARTMENT

The following is a summary, by department, of 2012-13 actual expenditures, the 2013-14
amounts available and the 2014-15 amounts budgeted as presented in the General Fund

Budget.
(Dollar Amounts in Thousands)

2012-13 2013-14 2014-15
Actual Available Budget
Governor's OffiCe.......uuiiiiiieiiiiiieee e $ 6,429 $ 6,508 $ 6,427
Executive Offices............. 156,969 172,937 178,525
Lieutenant Governor's Office...........ccccceeii. 1,278 1,332 1,366
AHOrNEY General.........cocuuveiiiiiiiiiiiiieeee e 78,121 87,290 87,290
AUItOr GENEIAL.....uuueeiicciee e 42,393 44,779 44,779
Treasury 1,138,996 1,116,847 1,158,236
Agriculture... 129,535 123,772 123,876

Banking and Securities 1 - -
Civil Service CoOmMMISSION......cccoeeeeeieeiieeeeeeeeeee e 1 1 1
Community and Economic Development *................... 229,495 236,384 240,967
Conservation and Natural Resources..............cccceeeee. 52,723 30,006 27,030
COITECHIONS. . vvvieee et e et e 1,866,965 1,962,267 2,040,073
Drug and Alcohol Programs...........cceeeeeeviiiiieieeenniinnns 41,698 41,702 41,852
Education**............ccccueeeee.n. 10,966,550 11,238,963 11,601,289
eHealth Partnership Authority..........cccoveeieiiiiiiiiieneenn. 804 2,200 2,000
Emergency Management AgeNCY........cccceeveveverenenenenens 63,606 22,126 11,169
Environmental Protection™**..............cccccvvivininininnnnnnn 126,814 129,851 139,924
Ethics COMMISSION........uuvvuiiiiiiiiiiiiiiiiiiiiiiiiiiineeneaen 1,768 1,868 1,868
General Services.... . 117,590 116,479 119,489
Health.........ccuiieeee e 189,867 195,452 194,734
Health Care Cost Containment Council........................ 2,683 2,683 2,683
Higher Education Assistance Agency..........ccccceeveuvveeen. 386,125 386,475 411,125
Historical and Museum CommISSION............cccevevinnenn. 17,800 19,293 20,744
INSUFANCE. .....coiiiiiiiiee e 123,195 118,494 123,143
Labor and INAUSEIY.........cccvveieee e 72,590 72,606 72,368
Military and Veterans Affairs... 120,257 122,720 121,159
Probation and Parole Board.............cccccovuveeinieeeniinnenn. 131,667 141,545 154,494
Public Welfare...........cccocouvviiiiiiiiiiieeee e, 10,622,710 11,009,357 11,438,262
REVENUE ™ ¥ ... ittt 179,816 220,344 177,034
L) - (TSRS 9,109 11,152 14,213
State PONCE......co it 195,254 210,102 217,170
TranSPOrAtiON. ......cceieiiiiiiiieee e e e e e e e 17,212 7,777 6,909
LegiSlature. ... ..uveeree e 273,484 277,589 277,589
JUAICIANY ..ot 309,288 317,432 317,432
Government SUPPOrt AGENCIES........ceevvvreeriiieeeniieenins 44,500 44,000 43,910
GRAND TOTAL* * e e eeiinees $ 27,717,293 $ 28,492,333 $ 29,419,130

* Includes Pennsylvania Housing Finance Agency.
** Includes State System of Higher Education and Thaddeus Stevens College of Technology.
*** |ncludes Environmental Hearing Board.
**x Excludes refunds.
*kk - Available year amounts exclude current year lapses.
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General Fund

FEDERAL FUNDS BY DEPARTMENT

The following is a summary of Federal funds, by department, of 2012-13 actual expenditures,
the 2013-14 amounts available and the 2014-15 amounts budgeted as presented in the General
Fund Budget.

(Dollar Amounts in Thousands)

2012-13 2013-14 2014-15
Actual Available Budget
Executive OffiCeS.....cccouiiiiiiiiiiiiiiiiiee e 159,890 $ 122,589 92,752
Attorney General.........cccveeeeeiiiiiiieee e 20,872 17,781 18,225
AGIICUIUI. ... 39,635 40,110 40,110
Community and Economic Development...................... 183,924 196,114 195,914
Conservation and Natural Resources.............c.ccuvveee.. 43,815 42,598 43,463
Corrections 10,650 6,851 5,058
Drug and Alcohol Programs...........cccuveveeeiiiiiiieeeennnns 70,101 69,660 77,513
EdUCAtION.......viiiiiiieecie e 2,312,823 2,325,878 2,295,070

eHealth Partnership Authority..........ccocciiieiiiiiiiiiieeeen. 16,799 21 -
Emergency Management AQENCY.........ccccevveeeriecuvrneennn. 426,067 332,066 220,442
Environmental Protection®............cccccooiiiieeeiiiiiiiieeenn. 223,675 189,557 190,545
HEAIN. ..o 658,571 594,733 606,004

Health Care Cost Containment Council. 132 56 -
Historical and Museum CommisSioN.........ccccccccvvvveeennn. 2,519 4,030 8,169
Infrastructure Investment Authority...........ccoccvvieeeennne 250,907 250,230 213,332
Insurance 424,468 406,456 328,574
Labor and Industry 467,088 433,228 432,228

Liguor Control Board............cccveveeeeiiiiiiiiieee e 46 - -
Military and Veterans Affairs........ccccccovecvieeeeeeeiiiiinennnn. 217,242 175,850 176,692
Probation and Parole Board.............cccuvveeeeiiiiiiiienenn. 351 142 86
Public Utility CommIisSioN.........cccvevvveeviiiiiiieee e 5,057 4,907 3,785
Public Welfare..........coooiiiiiiiiieee e 14,625,913 15,407,155 17,292,114
36,617 30,854 17,560
State POlCE....ccciiiiiiiiiiee e 58,077 48,297 30,313
TranSPOrtAtiON........uvviieeeiiiiiee e e e e e e e e e e 286,003 302,133 246,864
JUAICIANY ...t 2,150 1,659 1,130
Government SUPPOrt AQENCIES. .......uvveerivrieriieeeiiieeens 1,280 1,280 1,280
GRAND TOTAL...ciiiiiieiiiie e 20,544,672 $ 21,004,235 22,537,223

* Includes Environmental Hearing Board.
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General Fund

AUGMENTATIONS BY DEPARTMENT

The following is a summary of augmentations, by department, of 2012-13 actual
expenditures, the 2013-14 amounts available and the 2014-15 amounts budgeted as presented
in the General Fund Budget.

(Dollar Amounts in Thousands)

2012-13 2013-14 2014-15
Actual Available Budget
Executive OffiCeS......ccouiiiiiiiiiiiiiiieee e 115,336 $ 111,063 110,331
Attorney General*..........ccveveeeeeiciieiee e 16,529 15,602 15,881
AUItor GeNEral........coiiuiiiiiiie e 14,516 12,150 12,438
TIEASUNY ...ttt ettt 14,904 8,906 7,410
AGIICUIUI. ... 6,103 6,872 7,103
Banking and Securities 8,296 7,188 7,916
Civil Service COMMISSION........ceieiiiiiiiiieieeeiiiieeee e 13,730 13,635 13,447
Community and Economic Development*.................... 5,730 15,650 14,955
Conservation and Natural Resources.............ccccuvveeee.. 52,859 56,243 44,673
COITECHIONS. ....ceviiiiiiieeeieieeeeeeeeeeeeeee et e e eeaaeaees 1,638 2,147 12,147
Drug and Alcohol Programs...........cceeeeeriiiiiieeeeeneninnns 2,074 2,571 2,571
EdUCAtioN™........ooiiiiiiiiiiice e 4,269 6,120 231,180
Emergency Management Agency.... 527 541 521
Environmental Protection* **..........c.ccccoocivieneeniiiiinnns 29,242 34,206 38,991
General SErVICES. .......ccouuieiiiiie et 46,207 42,046 41,080
HEAIN ... 25,702 13,665 10,202
Higher Education Assistance AgeNncy...........ccocceeeenenen. 75,000 85,000 85,000
Historical and Museum CommIisSioN............c.ccceeveuneeen. 805 1,076 1,125
INSUFANCE......cooiiiiiiiiiiiiii e 1,913 - -
Labor and INAUSHIY™........ccooviiiiieee e e 1,976 2,138 2,078
Military and Veterans Affairs.........ccccoooviiieieiiiniiiienenn. 27,700 29,220 31,596
Probation and Parole Board..............cccocoveviviiiennnenn. 21,539 21,607 21,884
Public Utility Commission™............cccccoviiiiieeeeeiniiiieeenn. 60,398 63,090 64,571
Public Welfare..........ccccoiiiiiiicec e 1,885,618 2,029,925 2,130,685
REVENUE. .....eiiiiiiiiiiiiii e 32,991 39,806 39,965
SHALE™ ...ttt 48,931 53,762 54,558
State POlCE™......cooiiiiiiie e 67,824 64,052 65,652
JUAICTAIY™ ... 53,307 57,048 57,048
GRAND TOTAL ..ottt $ 2,635,664 $ 2,795,329 $ 3,125,008

* Includes funds appropriated from restricted revenues.
** Includes Environmental Hearing Board.
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General Fund Revenue Summary

Seven Year Summary of Revenues

The following tables include all General Fund revenues available for general appropriation. This
data does not include special restricted receipts, receipts augmenting appropriations or federal funds.

(Dollar Amounts in Thousands)

2012-13 2013-14 2014-15 2015-16 2016-17 2017-18 2018-19
Actual Estimated Budget Estimated Estimated Estimated Estimated
TAX REVENUE
Corporation Taxes
Corporate Net Income Tax............... $ 2,423,441 $ 2,572,300 $ 2,561,500 $ 2,653,200 $ 2,647,400 $ 2,582,800 $ 2,578,400
Capital Stock and Franchise Taxes. 602,249 389,800 328,200 198,300 0 0 0
Selective Business:
Gross Receipts TaX......coceveveeeen. 1,306,271 1,262,800 1,307,200 1,325,600 1,341,600 1,357,800 1,374,200
Public Utility Realty Tax................. 43,884 43,700 44,100 44,500 44,900 45,300 45,700
Insurance Premiums Tax............... 446,946 440,000 442,400 455,800 474,800 492,000 502,600
Financial Institutions Tax............... 351,477 325,500 355,300 372,900 390,700 410,300 432,200
Other Selective Business Taxes.... 15,451 10,800 2,700 300 -400 -800 -800
Total — Corporation Taxes............ $ 5,189,719 $ 5,044,900 $ 5,041,400 $ 5,050,600 $ 4,899,000 $ 4,887,400 $ 4,932,300
Consumption Taxes
Sales and Use TaX......ccccovevveeerennn. $ 8,893,714 $ 9,194,400 $ 9,504,600 $ 9,852,100 $ 10,116,000 $ 10,425,600 $ 10,741,800
Cigarette TaX.....ccceevveveeeriiieeeeiieeeene 1,024,081 979,000 954,700 930,400 906,100 881,800 857,400
Malt Beverage TaX......cccceeveerueennn 25,152 26,000 26,000 26,000 26,000 26,000 27,000
LiQUOTF TaX...eeeiuveeeeivieeeeiiee e 311,248 324,600 340,300 356,700 373,900 391,900 410,800
Total — Consumption Taxes......... $ 10,254,195 $10,524,000 $ 10,825,600 $ 11,165,200 $ 11,422,000 $ 11,725,300 $ 12,037,000
Other Taxes
Personal Income TaX.......ccccovvveeennes $ 11,371,245 $11,717,200 $ 12,365,600 $ 13,208,300 $ 13,894,900 $ 14,667,200 $ 15,412,300
Realty Transfer TaX.......ccccovcveeennes 338,745 381,600 436,600 472,900 473,400 484,200 488,800
Inheritance TaX........cccevvevveeeriivnnenns 845,258 894,300 938,200 982,600 1,026,700 1,070,500 1,114,700
Table Games........ccocceeveeeeeiiiiiinnes 88,679 92,000 94,700 106,500 109,200 110,200 111,300
Small Games of Chance.................. 0 4,900 102,000 146,800 156,700 167,300 178,600
Minor and Repealed Taxes.............. -20,678 -28,800 -51,200 -60,400 -59,800 -74,800 -100,000
Total — Other Taxes..........cccvvvenne $ 12,623,249 $13,061,200 $ 13,885,900 $ 14,856,700 $ 15,601,100 $ 16,424,600 $ 17,205,700
TOTAL TAX REVENUE.............. $ 28,067,163 $ 28,630,100 $ 29,752,900 $ 31,072,500 $ 31,922,100 $ 33,037,300 $ 34,175,000
NONTAX REVENUE
State Stores Fund Transfer............. $ 80,000 $ 80,000 $ 80,000 $ 80,000 $ 80,000 $ 80,000 $ 80,000
Licenses, Fees and Miscellaneous:
Licenses and Fees 137,010 108,500 186,100 111,600 111,600 111,600 111,600
Miscellaneous............cccccoeecvvvveeeen.. 307,338 222,500 454,000 232,100 235,000 237,700 240,400
Fines, Penalties and Interest:
ON TAXES...cvviiveiiiiiiiiiiiiieaieeeeeeeeens 398 0 0 0 0 0 0
Other.....ococcieeecee e, 0 74,800 67,100 67,100 67,100 67,100 67,100
TOTAL NONTAX REVENUES........... $ 524,746 $ 485,800 $ 787,200 $ 490,800 $ 493,700 $ 496,400 $ 499,100
GENERAL FUND TOTAL........... $ 28,591,909 $29,115,900 $ 30,540,100 $ 31,563,300 $ 32,415,800 $ 33,533,700 $ 34,674,100
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General Fund Revenues

Adjustments to Revenue Estimate

On July 18, 2013, the Official Estimate for fiscal year 2013-14 was certified to be $29,115,900,000. The
adjustments detailed below take into account actual revenue collections through the first six months of the
fiscal year and projected collections for the remainder of the fiscal year based on current expectations for
the economy and revenue trends.

(Dollar Amounts in Thousands)

2013-14 2013-14
Official Revised
Estimate Adjustments Estimate
TAX REVENUE
Corporation Taxes
Corporate Net INCOME TaX....vccvevreeierieiriereeee e eie e e $ 2,482,100 $ 90,200 $ 2,572,300
Capital Stock and Franchise Taxes.........cccccverrieeeiiiieeeennns 319,800 70,000 389,800
Selective Business:
GroSS RECEIPLS TAX..uiiiiviiieaiiiiieeiiiee et 1,312,800 -50,000 1,262,800
Public Utility Realty TaX.........occoeeeriiiiiiiiiee e 44,000 -300 43,700
Insurance Premiums Tax..... 444,800 -4,800 440,000
Financial INStitutioNS TaX.........ccccvvviieieeeieiiiiiiiee e 366,400 -40,900 325,500
Other Selective BUsiness TaXes.........cccvvvveeeeeieiiiinvneeneenn. 11,500 -700 10,800
Total — COorporation TaXeS.......ccveeerueeerreerieneeneerieseeneeanees $ 4,981,400 $ 63,500 $ 5,044,900
Consumption Taxes
Sales aNd USE TaAX.....cciiiiiiieiiiceiec et eetieeeieeeetee e e eetee e $ 9,228,700 $ -34,300 $ 9,194,400
Cigarette Tax......... 995,700 -16,700 979,000
Malt Beverage Tax. 26,000 0 26,000
[T 18 o] G I N USSR PURP 327,200 -2,600 324,600
Total — CoNSUMPLION TAXES.....ccvereeieriierieeieseeenieeeeseeeneeens $ 10,577,600 $ -53,600 $ 10,524,000
Other Taxes
Personal INCOME TaX.........coiuiiiieeirieeiieeiee e $ 11,727,500 $ -10,300 $ 11,717,200
Realty Transfer TaX......ooooeo e 399,000 -17,400 381,600
Inheritance Tax......... 882,500 11,800 894,300
Table Games................... 93,100 -1,100 92,000
Small Games of Chance........ 0 4,900 4,900
Minor and Repealed TaXesS........cceeirieeieiiiiieniiiee e -34,400 5,600 -28,800
Total — Other TAXES....uuveviiieeeiiiee e e esee e se e e nraee e $ 13,067,700 $ -6,500 $ 13,061,200
TOTAL TAXREVENUE.........cccoiiii e, $ 28,626,700 $ 3,400 $ 28,630,100

NONTAX REVENUE
State Stores Fund Transfer.........cccovveeieeiiccie e $ 80,000 $ 0 $ 80,000
Licenses Fees and Miscellaneous:

Licenses and Fees 100,700 7,800 108,500
MiSCEIIANEOUS. ......evviieee e e 233,700 -11,200 222,500
Fines, Penalties and Interest:
On Taxes.... 0 0 0
(@1 =T SRS PRRRUPRPPRRRORY 74,800 0 74,800
TOTAL NONTAX REVENUES.......ccocoi e $ 489,200 $ -3,400 $ 485,800
GENERAL FUND TOTAL..coottiieieeeeeeeeeeeeieeee e $ 29,115,900 $ 0 $ 29,115,900
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General Fund Revenue Sources

This section provides a brief description of the tax and non-tax State revenue sources for the
General Fund. For more complete information refer to the Pennsylvania Tax Compendium
prepared by the Department of Revenue.

Corporate Net Income Tax

Tax Base: This tax is paid by all domestic and foreign business corporations for the privilege of doing business,
carrying on activities, or employing or owning capital or property in Pennsylvania and is levied on Federal taxable income
with Pennsylvania modifications. When the entire business of any corporation is not transacted within Pennsylvania,
taxable income usually is determined by a single sales factor apportionment formula for tax year 2013 and beyond.

Tax Rates:

January 1, 1995 and thereafter ...........c...ccoueeee.

January 1, 1994 to December 31, 1994
January 1, 1991 to December 31, 1993
January 1, 1987 to December 31, 1990
January 1, 1985 to December 31, 1986
January 1, 1977 to December 31, 1984

Reference: Purdon’s Title 72 P.S. §7401—8§7412.

Capital Stock and Franchise Taxes

...... 9.99%

11.99%
12.25%
8.50%
9.50%
10.50%

Tax Base: The taxes are levied on the capital stock value of domestic and foreign corporations doing business or
having property or capital employed in the State on that portion of the capital stock value apportionable to Pennsylvania
under a statutory formula. The first $160,000 of capital stock value is exempt.

Tax Rates:

Wpennsylvania

January 1, 2015 through December 31, 2015....

January 1, 2014 through December 31, 2014 ....

January 1, 2013 through December 31, 2013.....

January 1, 2009 through December 31, 2011 ....
January 1, 2008 through December 31, 2008.....
January 1, 2007 through December 31, 2007 ....
January 1, 2006 through December 31, 2006 ....
January 1, 2005 through December 31, 2005 ....
January 1, 2004 through December 31, 2004 ....
January 1, 2002 through December 31, 2003....
January 1, 2001 through December 31, 2001 ....
January 1, 2000 through December 31, 2000....
January 1, 1999 to December 31, 1999 .............
January 1, 1998 to December 31, 1998 .............
January 1, 1992 to December 31, 1997 .............

January 1, 1991 to December 31, 1991 .............

Cl1.13

0.45 mills (including $40 million transfer to the
Hazardous Sites Cleanup Fund). The tax will be
eliminated for tax years beginning on or after
January 1, 2016.

0.67 mills (including $40 million transfer to the
Hazardous Sites Cleanup Fund).

0.89 mills (including $40 million transfer to the
Hazardous Sites Cleanup Fund). January 1, 2012
through December 31, 2012 1.89 mills (including
$40 million transfer to the Hazardous Sites Cleanup
Fund).

2.89 mills (including $40 million transfer to the
Hazardous Sites Cleanup Fund).

2.89 mills.

3.89 mills.

4.89 mills.

5.99 mills.

6.99 mills.

7.24 mills.

7.49 mills (including 0.25 mill for transfer
semiannually to the Hazardous Sites Cleanup Fund
referred to as the HSCF).

8.99 mills (including 0.25 mill for transfer
semiannually to HSCF).
10.99 mills (including 0.25 mill for transfer

semiannually to HSCF).

11 mills plus a 0.99 mill surtax (including 0.5 mill for
transfer semiannually to HSCF).

11 mills plus a 1.75 mill surtax (including 0.5 mill for
transfer semiannually to HSCF).

11 mills plus a 2 mill surtax (including 0.5 mill for
transfer semiannually to HSCF and 0.25 mill for
transfer semiannually to the State Lottery Fund).
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General Fund Revenue Sources

January 1, 1988 to December 31, 1990 ............. 9.5 mills (including 0.5 mill for transfer semiannually
to HSCF).
January 1, 1987 to December 31, 1987 ............. 9 mills.

Prior to January 1, 1987 .......cccovvveeeeeiiiciiiieeeee 10 mills.
Reference: Purdon’s Title 72 P.S. §7601—87606.

Gross Receipts Tax

Tax Base: This tax is levied on the gross receipts from business transacted within Pennsylvania by specified
companies owned, operated or leased by corporations, associations or individuals. Beginning January 1, 2004, interstate
and cellular telecommunications services are subject to the gross receipts tax. An exemption from the gross receipts tax
for the resale of telecommunication services became effective January 1, 2000. Gross receipts of regulated gas
companies from the sale of natural and artificial gas were exempted from the tax effective January 1, 2000. The tax on
motor transportation companies was repealed effective January 1, 1998. In fiscal year 1998-99 through fiscal year 2002-
03, 0.18 percent of total electric gross receipts was transferred to the Public Transportation Assistance Fund. Beginning
with fiscal year 1993-94, 0.25 mill is transferred to the Alternative Fuels Incentive Grant Fund.

Tax Rates: July 1, 1991 t0 Current .........cceeeeeiiiiiieieeeeeiiens 45 mills plus a 5 mill surtax (electric utilities pay 44
mills or a rate as adjusted by the revenue neutral
reconciliation rate, which was permanently set at 15
mills for 2003 and thereafter). Beginning in 2004,
an additional surcharge may apply in the event
refunds for Public Utility Realty Tax Appeals exceed
$5 million in the prior fiscal year.
January 1, 1988 to June 30, 1991 ...........cccc....e. 44 mills.
Priorto January 1, 1988 ........cccccceveeeiiiciiiieeeeee 45 mills.

Reference: Purdon’s Title 72 P.S. 88101—88102; 72 P.S. §2183—82194.

Public Utility Realty Tax

Tax Base: This tax is levied on the State taxable value of the property owned by utilities furnishing utility service and
regulated by the Pennsylvania Public Utility Commission or similar regulatory body. The State taxable value is defined as
the current market value of utility realty. Effective January 1, 2000, electric generation assets became subject to local real
estate tax and were excluded from the Public Utility Realty Tax base.

Tax Rate: The tax rate is set each year upon determination by the Department of Revenue of the required distribution
of the realty tax equivalent to local tax authorities. Revenue from an additional 7.6 mills is deposited in the General Fund.
For tax year 2004 and thereafter, the Department of Revenue calculates a Gross Receipts Tax surcharge in the event
that refunds for Public Utility Realty Tax appeals exceed $5 million in the prior fiscal year. No surcharge was required for
tax year 2006. The surcharge for tax year 2007 was 1.2 mills and the surcharge for tax year 2008 was 2.8 mills. There
was no surcharge for tax years 2009 or 2010. The surcharge for tax year 2011 was 1.6 mills. There is no surcharge for
tax years 2012, 2013, or 2014.

Reference: Purdon’s Title 72 P.S. 88101-A—88109-A.

Insurance Premiums Tax

Tax Base: This tax is levied on the gross premiums from all business transacted within the Commonwealth during
each calendar year by domestic and foreign insurance companies.

Tax Rates: The rate is 2 percent of gross premiums plus a retaliatory tax where applicable. Marine insurance
companies pay a 5 percent tax on underwriting profits attributable to Pennsylvania in lieu of the gross premiums tax. A
tax of 3 percent is imposed on policies written with surplus lines agents or other nonadmitted insurers.

Reference: Purdon’s Title 72 P.S. §7901—87906.
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General Fund Revenue Sources

Financial Institutions Taxes

Tax Base: This category includes taxes levied on the taxable amount of the capital stock of banks, trust and
domestic title insurance companies, and on the taxable net income of mutual thrift institutions. Effective January 1, 2014
Act 52-2013 amended the Bank and Trust Company Shares Tax. The changes include requiring the base to be the most
recent year-end value of the institution’s total bank equity capital, single factor apportionment based on receipts, and a
tax rate of 0.89 percent.

Tax Rates:
Bank and Trust Company Shares Tax
January 1, 2014 and thereafter ..........cccccoeviiiiiene.n. 0.890 percent
January 1, 1990 to December 31, 2013 1.250 percent
January 1, 1989 to December 31, 1989 ................... 10.770 percent
January 1, 1984 to December 31, 1988 ................... 1.075 percent

Title Insurance Companies Shares Tax

January 1, 1990 and thereafter ..........ccccceeeviiviinneen. 1.250 percent
January 1, 1989 to December 31, 1989 10.770 percent
January 1, 1984 to December 31, 1988 1.075 percent

Mutual Thrift Institution Tax
January 1, 1991 and thereafter .........cccccceeeevvvvennennn. 11.500 percent
January 1, 1987 to December 31, 1990 ................... 12.500 percent

Reference:  Purdon’s Title 72 P.S. 87701—8§7702. Bank and Trust Company Shares Tax.
Purdon’s Title 72 P.S. §8501—8§8505. Mutual Thrift Institution Tax.
Purdon’s Title 72 P.S. 87801—8§7806. Title Insurance Companies Shares Tax.

Other Selective Business Taxes

Tax Base: Other selective business taxes include: State Personal Property Tax Act, Act of June 22, 1935, P.L. 414
as amended; Electric Cooperative Law of 1990, 15 Pa.C.S.A. 87301 et seq.; and Agricultural Cooperative Associations
Corporate Tax, Act of May 23, 1945, P.L. 893.

Tax Rates: Electric cooperative corporations annually pay a fee of $10 for each 100 members. The rate for the
Agricultural Cooperative Associations Corporate Tax is 4 percent on net income.

Reference:  Purdon’s Title 72 P.S. 83242—83250-15. State Personal Property Tax.
Purdon’s Title 72 P.S. 83420-21—83420-28. Agricultural Cooperative Associations.
15 Pa.C.S.A. 87333 - Electric Cooperative Law Tax.

Sales and Use Tax

Tax Base: The tax is levied on the sale at retail, including rental, of tangible personal property and certain services,
or upon the use within Pennsylvania of tangible personal property, or taxable services purchased at retail if the tax was
not paid at time of purchase. A tax on the occupancy of hotel rooms is imposed as part of the sales and use tax law. A
transfer of 0.947 percent of revenues from this tax is deposited in the Public Transportation Assistance Fund. Beginning
in fiscal year 2007-08, 4.4 percent of receipts are transferred annually to the Public Transportation Trust Fund. The
revenues shown for the General Fund are net of these transfers.

Tax Rate: A bracket system based on 6 percent of purchase price for Sales and Use Tax and 6 percent of rent for
Hotel Occupancy Tax. The current tax rate was enacted in 1968.

Reference: Purdon’s Title 72 P.S. §7201 et seq.
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General Fund Revenue Sources

Cigarette Tax

Tax Base: The tax is imposed and assessed on the sale or possession of cigarettes and little cigars weighing less
than 4 pounds per 1,000 sticks within Pennsylvania. Only one sale of the cigarette is taxable.

Tax Rates: The rate is 8.00 cents per cigarette. Beginning in January 2004, 18.52 percent of cigarette tax receipts is
transferred to the Health Care Provider Retention Account. This transfer was eliminated beginning November 2009.
Beginning in fiscal year 2002-03, fixed annual amounts of $30.73 million and $20.485 million of Cigarette Tax receipts
are transferred to the Children’s Health Insurance Program (CHIP) and the Agricultural Conservation Easement
Purchase (ACEP) Fund, respectively. The revenues shown for the General Fund are net of these transfers.

Reference: Purdon’s Title 72 P.S. 88201 et seq.

Malt Beverage Tax

Tax Base: The tax is levied on the manufacture, sale and use of malt or brewed beverage within the Commonwealth
by manufacturers, distributors and importers.

Tax Rates: The tax rate is two-thirds of a cent (2/3¢) per half pint of 8 fluid ounces or fraction thereof, and in larger
guantities at the rate of one cent (1¢) per pint or 6 fluid ounces or fraction thereof.

Reference: Purdon’s Title 72 P