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To the People of Pennsylvania:

We have a very tough set of choices to make with this year’s budget. Our commonwealth is in crisis and
we stand at a crossroad.

My proposed budget provides a clear path for a promising future for our state. It assumes the bipartisan
budget agreement that proved elusive in December is ultimately enacted this year. It provides a spending plan
for 2016-17 that builds upon that agreement. It invests in our schools, meets critical human service needs, fully
funds our pension and debt obligations, and eliminates the structural budget deficit that has plagued us since the
Great Recession of 2008. My proposed budget lays out the path we must follow if we want to pursue financial
responsibility and a hopeful future. It proposes that the state take its rightful share of the responsibility for
funding our schools; it proposes that this investment include a reasonable share for early childhood education
and higher education; and it proposes that we actually fund these investments with real sources of revenue. It
includes key government consolidations along with targeted investments that build upon the bipartisan budget
agreement. It faces up to reality and does the difficult things we need to do to bring it into balance. It will allow
us a foundation to achieve a more hopeful future for Pennsylvania.

There is another path. For far too long our commonwealth has spent in excess of revenues. The gap was
always made up with one-time patches and wildly optimistic assumptions. We can choose a path that continues
to ignore financial reality and pretends the commonwealth’s budget is in balance when it clearly is not. That path
abandons any bipartisan compromise. That path will result in a deficit of more than $500 million by the close
of this fiscal year, and would balloon to more than $2 billion by July of 2017. All funds for our state-related
universities and any other non-preferred appropriations would be eliminated. Another $1 billion would be cut
from education, doubling down on the deep cuts of the past. Human service funding for counties, intellectual
disabilities and autism, home and community-based services, and child care would be reduced by $600 million
or more. This path will lead us into a dismal future of shuttered schools, higher property taxes, and lower bond
ratings that lead to higher borrowing costs for state and local governments. The consequences of such action
are grim. These consequences cannot be ignored.

We have a choice. We must choose a path that funds our schools, eliminates our deficit, and puts Pennsylvania
back on track. It is time for us to finish the job and restore Pennsylvanians' shaken faith in their government. It
is time to fund our schools. It is time to face financial reality. It is time to give Pennsylvania the bright future
it deserves.

Sincerely,
et 4

Tom Wolf

N /
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GOVERNMENT FINANCE OFFICERS ASSOCIATION
Distinguished
Budget Presentation
Award

PRESENTED TO

Commonwealth of Pennsylvania

For the Fiscal Year Beginning

July 1, 2015

By 4

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, 2015. 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.pa.gov. 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 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 financial 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 and Special Funds, including detailed data on revenues and a summary
of expenditures for each fund. Detailed expenditure and program information is found within Section E: Department
Presentations.

D. Tax Expenditures

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

E. Department Presentations

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

F. Capital Budget

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

G. Public Debt

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

H. Other Special Funds

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

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 complement changes recommended in the budget.

J. Statistical Data

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

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

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

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

To view the Governor’'s Executive Budget online or learn more about the
Pennsylvania Office of the Budget, go to www.budget.state.pa.us. To learn
more about the Commonwealth of Pennsylvania, go to www.pa.gov.
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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 effectiveness of programs on
people and the environment. This information is presented so that the levels of expenditure are associated with
levels of government services and, ultimately, with the resulting effects on important public policy issues and
concerns faced by the commonwealth.

PHASES OF THE BUDGET PROCESS

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

Preparation

The preparation phase of the budget process begins nearly twelve months prior to the July 1 start of that fiscal
year. The first step of the preparation phase is the distribution of the budget instructions by the 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
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 bills.
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Appropriations made to institutions not under the absolute control of the commonwealth are considered
nonpreferred appropriations and require a two-thirds vote of each 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.
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The Capital Budget Process

Preparation, Submission and Approval

The capital budget process in Pennsylvania is similar to the process used for the operating budget. The capital
budget process has 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. The
majority of capital projects are funded through general obligation bonds, but in accordance with commonwealth debt
policy, 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 in section F
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 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.
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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 | * Commonwealth Program — eight major programs
Enrichment. The last commonwealth program, Debt Service, e Program Category — defined by desired goals
includes the resources, tq meet the tir_nely_ payment  of e 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

program expenditures so that direct program expenditures
may be more clearly identified.

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

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

Department Presentations

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

Mission Statement

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

Organization Overview

The organization overview presentation displays the departmental organization chart and authorized complement
count for the past five actual years.

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, and Lottery Fund and
all appropriations or executive authorizations made from these funds. Section C presents financial statements and
revenue detail for each of these state funds.

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

The 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
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SFA presentation, the actual and available year funding amounts are shown consistent with the budget year
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 goal 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, Program Presentation

depe_n_ding on the breadth_ and complexity of its_mission, « Program Goal — 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 goal. Program narratives describe program activities, increases or decreases

services and expected outcomes and may be further broken | e Appropriations within this Program — appropriations
down by program element narratives which focus on specific supporting program activities

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 in addition to 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)

2014-15 2015-16 2016-17
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 and Lottery 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:

2014-15 2015-16
GENERAL FUND: Actual Available
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
2014-15 2015-16
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)
2016-17 2017-18 2018-19 2019-20 2020-21

Budget Estimated Estimated Estimated Estimated
$ 10600 $ 10600 $ 10600 $ 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

2016-17 2017-18 2018-19 2019-20 2020-21

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.
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Basis of Budgeting and
Basis of Accounting for Financial Reporting

Basis of Budgeting For Control and Compliance — Modified Cash Basis

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

With 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 126 of 2014 suspended the transfer to the Budget Stabilization Reserve Fund for the most recent
fiscal year ending June 30, 2014. Additional information on this fund, commonly referred to as the Rainy Day Fund,
is found in Section A1.

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.

¢ 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.

¢ Debt service should not exceed four percent of revenues.

¢ Highway projects should be funded from current revenues.

o 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:

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

¢ Estimated Augmentations — The amount made available in an approved allocation or allocation amendment
to supplement an Appropriation or Executive Authorization from non-Federal sources.

¢ 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.

¢ 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.

¢ 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.

¢ 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, 2014 to September 30, 2015 would be FFY 2015.

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, 2015 to June 30, 2016 would be Fiscal Year 2015. 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, 2015 to June 30, 2016 would be Fiscal Year 2015-16.

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.

¢ 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.

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

¢ Planning Years 1, 2, 3 and 4 — Reflects only the cost of the budget year projected into the future and the
implementation of legislatively mandated increases 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
wiIC

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

18 GovERNOR's ExecuTivE BubceTt 2016-2017



Reader’s Guide

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

eHealth Partnership Authority

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

Human Relations Commission

Fish and Boat Commission

Game Commission

19

Gaming Control Board

General Services

Governor's Office
Health

Higher Education Assistance Agency

Historical and Museum Commission

Housing Finance Agency

Human Services

Infrastructure Investment Authority (PENNVEST)

Insurance

Judiciary
Labor and Industry

Leqislature
Liguor Control Board

Lieutenant Governor's Office

Military and Veterans Affairs
Milk Marketing Board

Probation and Parole Board

Public School Employees’ Retirement System

Public Utility Commission

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.paauditor.gov/
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.paehealth.org/
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.phrc.pa.gov/Pages/default.aspx
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.phfa.org/
http://www.dhs.state.pa.us/
http://www.dhs.state.pa.us/
http://www.portal.state.pa.us/portal/server.pt/community/pennvest/9242
http://www.insurance.pa.gov/
http://www.ujsportal.pacourts.us/
http://www.dli.state.pa.us/
http://www.legis.state.pa.us/
http://www.lcb.state.pa.us/PLCB/index.htm
http://www.ltgovernor.pa.gov/portal/server.pt/community/ltgovernor_pa_gov/20736
http://www.ltgovernor.pa.gov/portal/server.pt/community/ltgovernor_pa_gov/20736
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.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/
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FiscAL AND
PrROGRAM PoLicY DIRECTION
AND BUDGET THEMES

The Fiscal and Program Policy Direction section immediately following this
page presents the fiscal and program policies that guided the development
of the 2016-17 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: Schools that Teach; Jobs
that Pay; and Government that Works.

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

This section presents the fiscal and program policies that guided the development of the 2016-17
Governor’s Executive Budget. The commonwealth faced significant financial challenges during the past few
years. The ongoing weak national and state economies will again impact state revenues and program
spending levels in 2016-17. Nonetheless, agencies are expected to rise to the challenge and continue to
efficiently and effectively provide quality services to Pennsylvania citizens.

The revenue and expenditure recommendations included in this budget seek to address the
commonwealth’s structural deficit, and provide a solid fiscal foundation for the governor to continue to
successfully address his vision, goals and program priorities for Pennsylvania.

Key budget development policy direction was provided by the Governor’s Budget Office in August 2015 to
assist agencies in developing their 2016-17 budget requests — the annual Budget Instructions. Additional
guidance was provided to the agencies throughout fall 2015 as the budget development process continued.

Budget Instructions

The 2016-17 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 2016-17 Governor’'s Executive Budget. Agencies were to develop plans and policies
FY 2016-17 designed to make government more efficient and effective. Agencies were asked to
Budget prepare 2016-17 budget requests building upon the administrative spending constraints
Instructions 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.

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.

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.

Program Policy Guidance

The 2016-17 program policy guidance provided specific fiscal and program direction to the agencies.
Agency budget planning for 2016-17 was to be predicated on the fact that the Pennsylvania economy was
growing very modestly with a number of factors restraining its growth. The

FY 2016-17 commonwealth budget faced additional challenges, such as increased pension
Program obligations, wage and benefit increases, debt service and medical and entitlement costs,
Policy which would consume virtually all revenue growth. Therefore, agencies should not

assume funding increases for the budget year and should focus on efforts that contribute
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to achieving structural balance. Agencies also were directed to evaluate current programs and recommend
changes that would improve program management and operations, reduce costs and optimize direct services.

Guidance provided by the administration focused program priorities in three key areas: Schools that
Teach, Jobs that Pay and Government that Works. The commonwealth must refocus its efforts to achieve
structural balance and direct resources to areas where the investment will truly make a difference for
Pennsylvanians.

Performance Measurement

The 2016-17 budget planning process continued to emphasize performance measurement goal-setting as
a core component of budget planning. Pennsylvania’s public servants are entrusted to expend and invest the
public’'s money on the public’s behalf. In return, citizens expect results and accountability.

Measuring Agencies were directed to identify key performance indicators along with strategies for
Program achieving key results. Agencies should identify how their funding requests relate to the
Results 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.

The budget and policy direction given to agencies is responsive to fiscal realities and addresses the
commonwealth’s 2016-17 budget challenges.

The following pages present the major budget themes for the 2016-17 Governor’s Executive Budget. 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 2016-17 Budget in
Brief, a separate booklet, for summary information on the 2016-17 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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Introduction

Today, we stand at a crossroad. The path we choose will have a profound impact on our
commonwealth’s future. The proposed budget provides a clear vision for a promising future for our state.
It assumes the bipartisan budget agreement that proved elusive in December is ultimately enacted
this year. It provides a spending plan for 2016-17 that builds upon that agreement. It invests in our
schools, meets critical human service needs, fully funds our pension and debt obligations, and eliminates
the structural budget deficit that has plagued us since the Great Recession of 2008.

We must, however, acknowledge that another path looms before us. That vision abandons any
bipartisan compromise. Critical funds for our schools, our communities, and to repair our state’s fiscal
health are lost. The resulting deficit, more than $500 million by the close of this fiscal year, would balloon
to more than $2 billion by July of 2017. The consequences of such action are grim, but cannot be ignored.

All funds for our state-related universities and any other non-preferred appropriations would be
eliminated. Another $1 billion would be cut from education, doubling down on the deep cuts of the past.
Human service funding for counties, intellectual disabilities and autism, home and community-based
services, and child care would be reduced by $600 million or more. Bond ratings would be lowered again,
while debt costs and local property taxes would soar upward.

In sharp contrast, the budget plan that follows assumes we will take the path of the bipartisan
budget agreement and invest in our state and our future. That path includes key government
consolidations along with targeted investments that build upon the bipartisan budget agreement.
This plan provides a prudent path forward to support schools that teach, jobs that pay, and a government
that works.
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Schools that Teach

Governor Wolf has made clear his strong commitment to education in Pennsylvania by fighting to
restore critical education funding cuts, provide unprecedented support to high-quality pre-k programs and
ensure students are college and career ready. The governor continues to advocate for increased funding
for Pennsylvania schools to deliver high-quality education to every student across the state, regardless of
zip code. An expanded, modernized and accountable education delivery system is the foundation for
long-term economic growth in the commonwealth.

Significant Investments in Education

e A $200 million (3.3 percent) increase in the Basic Education Subsidy. This increase, above
the assumed $377 million increase in 2015-16, will be distributed using the fair funding formula
created and unanimously adopted by the bipartisan Basic Education Funding Commission in
June 2015. The formula provides sufficient, predictable and equitable funding for school districts
across the commonwealth, and includes student-based factors like the number of children in the
district who live in poverty or who are enrolled in charter schools, as well as district-based factors
such as the wealth of the district, the district’s current tax effort and the ability of the district to
raise revenue.

Pre-K to 12 Education Funding

(Dollar amounts in thousands)
9,540,541

$9,500,000
$9,241,537
$9,154,364
9,000,000 $8,964,605
ss 861,193
58,674,854
8,500,000 $8,489,357
$8,365,091
58,182,157
$8,000,000 I
$7,500,000 ) ‘

2008-09 2009-10 2010-11 2011-12 2012-13 2013-14 2014-15 2015-16 2016-17

e A $50 million (4.6 percent) increase in the Special Education Subsidy. This increase, in
addition to the assumed $50 million increase in 2015-16, will continue Pennsylvania’s transition to
the funding formula enacted in 2014 reflecting the work of the bipartisan Special Education
Funding Commission.

e A $60 million (30.5 percent) increase in high-quality early childhood education. This funding
increase builds upon the $60 million investment in 2015-16 to enroll about 14,000 additional
children in Pennsylvania Pre-K Counts and the Head Start Supplemental Assistance Program.

- In 2003, Pennsylvania joined the ranks of states that offer full-day pre-kindergarten for 3-
and 4-year-olds. Currently, only 30 percent of Pennsylvania children in families earning
up to three times the federal poverty level — or $72,750 for a family of four — are enrolled
in high-quality pre-k programs.

- Studies show that children who participate in high-quality pre-kindergarten perform better
in school, graduate at higher rates and earn more throughout their working lives
compared to peers that do not have access to early learning programs. Additionally,
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children who were previously enrolled in Pre-K Counts outperform their economically
disadvantaged peers in third-grade math and reading.

Low-Income Children in Pre-K Outperform Peers by
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Strengthening Pennsylvania’s Education Accountability System

The 2016-17 Budget continues to focus on strong and fair accountability at all levels of the education
delivery system — for students, educators and schools. To improve these accountability systems, the state
must start by listening to key stakeholders and developing an accountability framework that will improve
and support the success of our public education system, reduce over-testing and ensure public
confidence in the performance of our schools. Throughout the past year, Governor Wolf has traveled
across the state to hear the ideas of Pennsylvania’s educators and administrators.

As one component of a larger accountability agenda, the 2015-16 Budget included new accountability
provisions to maximize both the public’s return on education investment and the impact of new funding to
increase student achievement. In line with these provisions, 96 percent of school districts across the
commonwealth submitted a funding impact plan to the Department of Education. These plans outlined
how education funding increases will be invested directly in classrooms by introducing and expanding
evidence-based programs and restoring cuts to other programs and personnel that school districts were
forced to make as a result of previous state budget cuts. In their submissions, school districts planned to
use funding increases to maintain or expand high-quality early childhood education and full-day
kindergarten programs, reduce class sizes and bring back guidance counselors and librarians.

Going forward, school districts will also be required to demonstrate the impact these investments
have on quantifiable student performance outcomes.

Turnaround Schools

In order to more fully meet the needs of the commonwealth's persistently low-performing schools, the
Department of Education will devote full-time resources and supports to address the governor's goal of
achieving equity, sustainability and accountability for schools. To reach these goals — as well as fulfill
federal requirements — the department will establish an Office of School Improvement. The department
will identify persistently low-achieving turnaround schools eligible for OSl-led interventions and support,
including diagnostic audits, revised school improvement plans, and training and technical assistance.
Turnaround Specialists will work with school leadership teams to identify and leverage resources through
the department, Intermediate Units, higher education institutions and other educational partners. Through
these targeted efforts, the Office of School Improvement will help schools implement new policies and
systems that support student success while closing the achievement gap.
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School Performance Profiles

While the 2016-17 Budget continues to make historic investments in our education pipeline, we know
we need to ensure these funds are used to produce students who are prepared for a 21st-century
economy. The current School Performance Profile overly relies on test scores, which can be a useful
indicator of academic performance but should be balanced against other indicators of student success.

Over the last year, the administration engaged with stakeholders, including teachers and
administrators, advocates, lawmakers and families across the commonwealth, to discuss a revised
School Performance Profile that takes into account student growth, opportunities for advanced study,
industry benchmarks, and student behaviors, like attendance, that impact school success. This new
School Performance Profile will hold schools accountable for more than just the results of a test score
that captures student learning at one point in time. The revised measure will help ensure that all schools
are supporting student learning and graduating students who are prepared to enter the workforce, seek
additional training, or attend an institution of higher learning.

Charter School Reform

Charter School Reimbursements for Special Education

The 2016-17 Budget proposes to implement the recommendations of the bipartisan Special
Education Funding Commission by adjusting charter school reimbursements to better reflect actual costs
of educating students with special needs. The proposed change will be phased in over the next three
years, and result in more than $180 million in savings to school districts. The recommended funding
formula, which is already used to distribute Special Education Funding increases to school districts,
incorporates three levels of reimbursement tied to per-student cost of services. The appropriate multiplier
is applied to a school district’'s regular education tuition rate to determine the tuition reimbursement for
each special education student educated at a charter school:

e 1.51 for students receiving services less than $25,000 per year (Category 1);

e 3.77 for students receiving services equal to or greater than $25,000 but less than $50,000 per
year (Category 2); and

e 7.46 for students receiving services equal to or greater than $50,000 per year (Category 3).

Cyber Charter Funding Reform

Cyber charter schools are fundamentally different from traditional brick-and-mortar charter schools,
and cyber charter tuition rates should reflect those structural realities. Pennsylvania’s cyber charter
schools, unlike brick-and-mortar charter schools or traditional public schools, do not have many of the
same facility costs and face-to-face service delivery costs. The 2016-17 Budget implements a new
funding formula for cyber charter schools to better align tuition payments with actual costs. These funding
reforms will save $50 million annually for school districts across the commonwealth:

e Reqular Education Tuition. In addition to the standard deductions currently used to calculate
regular education tuition rates, the budget proposes taking additional deductions from total
expenditures to better reflect the different costs incurred by cyber charter schools. The additional
deductions include expenditures for libraries, nonpublic support, tax assessment and collection,
nonpublic health, community services, and a portion of operation and maintenance of plant
services. The per-student regular education tuition rate is then capped at the 70th percentile rate
across all Pennsylvania school districts.

e Special Education Tuition. For the more than 6,800 special education students educated at cyber
charter schools across the state, special education tuition rates are calculated according to current
law, which would incorporate the revised regular education tuition rate, as previously described.
The special education rate is also capped at the 70th percentile rate across all school districts.

Permanently Ending the Pension “Double Dip”

The General Assembly previously enacted bipartisan reform to stop both brick-and-mortar charter
and cyber charter schools from being paid twice for the same employee pension costs. The budget
makes this reform a permanent part of education law.
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Reimbursement Based on Audited Costs

By the end of the 2013-14 school year, charter and cyber charter schools amassed undesignated,
unreserved fund balances of more than $148 million by collecting more in tuition revenue than they
actually spent on students. The 2016-17 Budget includes a requirement for an annual reconciliation,
whereby charter and cyber charter schools will refund money to their sending school districts if the charter
school’s audited expenditures are less than its tuition revenue.

Building a Bridge from High School to College and Careers

Preparation for high-skill careers must start long before most students even begin to think about
college and careers. Fewer than half of Pennsylvania’s citizens have a college degree or industry-
recognized certification. By 2025, roughly 60 percent of good-paying, reliable jobs in the state will require
these credentials. Across the nation, employers report difficulty finding qualified applicants and incur
training costs for workers who lack necessary skills. To ensure that the next generation of
Pennsylvanians — those currently in middle school and high school — are prepared for the jobs of the
future, we must begin to close the gap today.

Over the next decade, Pennsylvania will seek to make a college degree or high-value industry-
recognized certification available to at least 650,000 additional commonwealth residents. The 2016-17
Budget invests in programs that continue to modernize Career and Technical Education in Pennsylvania:

e Career and Technical Education. The 2016-17 Budget provides $15 million in additional
support for the establishment and expansion of high-quality CTE programs to prepare students
for success in today’s economy. School districts, Career and Technology Centers, higher
education institutions, employers and labor organizations can work together through public-
private partnerships to train students for high-priority occupations that pay a living wage and offer
a career ladder for growth opportunities. Students will have the opportunity to earn college credit
and industry credentials while participating in work-based learning.

e Career and Technical Education Equipment Grants. The budget includes $5 million for CTE
equipment grants to support updating or purchasing new equipment used in the training of
students. Priority will be given to Career and Technical Education grant applicants that show an
in-kind or monetary contribution from employers or other partners.

e Career Counselors. Continuing the investments made in 2015-16, the 2016-17 Budget includes
$8 million to help school districts offer college and career counseling in middle and high schools
to develop pathways to higher education and high-skill careers.

Reinvesting in Pennsylvania’s Institutions of Higher Learning

The 2016-17 Budget reinvests in higher education by continuing Governor Wolf's commitment to a
four-year restoration of the damaging cuts to our colleges and universities. In addition, the budget
supports programs that help to achieve the goal of 60 percent of Pennsylvanians with a degree or high-
value certificate by 2025 (read more about this initiative in the Jobs that Pay theme in this section).

The state will work with community colleges and the Pennsylvania State System of Higher Education
to develop individual college plans that address performance, affordability, and accountability, while
partnering with employers to create structured career pathways. Pennsylvania’s world-class colleges and
universities also play a critical role in research, innovation, and invention. The combined funding
increases in 2015-16 and 2016-17 for our higher education delivery system are as follows:

e Community Colleges. A $22.1 million increase for Pennsylvania’s 14 community colleges to
achieve the degree, certificate or certification goals.

e PASSHE. A $42.3 million increase for the 14 universities that are part of the Pennsylvania State
System of Higher Education.

e State-Related Universities. A $59.7 million increase for Penn State University, the University
of Pittsburgh, Temple University and Lincoln University. These resources will encourage
innovation by helping the four public universities translate research into job creation.
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Jobs that Pay

Since his inauguration, Governor Wolf has made “Jobs that Pay” a priority in Pennsylvania.
Throughout the year, the governor and members of his cabinet heard from business owners, industry
leaders and hardworking Pennsylvanians statewide about what the Wolf administration can do to help
them thrive.

Through the work of the Governor's Action Team, a group of economic development professionals
who report directly to the governor, the administration continues to work with businesses that are
considering locating to or expanding in Pennsylvania. In 2015, the team completed 58 relocation and
expansion projects, creating more than 4,500 new jobs and retaining over 11,000 positions.

Governor Wolf announced the successful January 1, 2016, phase-out of Pennsylvania’s Capital Stock
and Foreign Franchise Tax, calling it “an unfair tax on business” that he was committed to eliminating.
The Capital Stock and Foreign Franchise Tax dates to 1844. Its phase-out that had been scheduled by
Governor Tom Ridge for elimination in 2008 was delayed by subsequent administrations.

Solid Gross Domestic Product growth of two percent in the Pennsylvania economy boosted
employment up and moved the jobless rate down. In December 2015, the unemployment rate dipped
below five percent for the first time since March 2008. At 4.8 percent, the December jobless rate was also
lower than the national unemployment rate. Over the year, total nonfarm jobs in Pennsylvania were up
38,000 (0.7 percent), with growth in the majority of the state’s industry sectors.

Nonfarm Employment in Pennsylvania
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The 2016-17 Budget continues to focus on policies and investments that foster the creation of good-
paying jobs, encourage partnerships among business and our education system, and lead to a strong
Pennsylvania economy.

Investing in Proven Job Creation Programs

Successful economic development requires partnerships between the public and private sectors. The
2016-17 Budget continues a two-year restoration of previous cuts in economic development programs by
reinvesting in initiatives that are proven to create jobs and result in long-term economic growth.

The PA First program is a comprehensive funding tool used to facilitate private capital investment,
foster job creation, and encourage development of critical infrastructure and workforce training programs.
The budget provides an increase of $11 million to PA First for a total of $45 million, estimated to create
at least 11,000 jobs, retain 40,000 jobs and leverage $1.9 billion in private sector investment.
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The Keystone Communities program encourages partnerships between the public and private sectors
to support joint local initiatives that foster growth and stability in neighborhoods and communities, social
and economic diversity, and a secure quality of life. The budget provides $15 million for these
programs, including Main Street and EIm Street as well as the Core Communities Development Projects.

The budget allocates $30 million to the Infrastructure and Facilities Improvement Program. This
program uses future state tax revenue increments to help pay for construction of hospitals, convention
centers and hotels adjacent to convention centers, manufacturing facilities, and infrastructure for large
retail and industrial projects. In 2014, this program generated $3 for every $1 invested.

The budget provides $798,000 to help prevent base realignment and closure, or BRAC, actions
by the federal government from affecting Pennsylvania’s military communities. Base closures and the
resulting job losses could have a significant impact on Pennsylvania’s economy, with current military
spending supporting 213,000 jobs and an overall economic impact of $30 billion across the
commonwealth.

The budget reallocates $125 million in existing Commonwealth Financing Authority resources
to recapitalize Business in Our Sites, a financing program that creates shovel-ready site jobs and $1.8
billion in private investment. This initiative, funded through existing resources, will reallocate $50 million
from the First Industries Fund, $24.5 million from the High Performance Building Program, and $50.5
million from Building PA.

Making Work Pay: Increasing the Minimum Wage

A minimum wage increase to $10.15 per hour supports local businesses, creates new jobs,
and would boost state revenue by roughly $60 million annually. Pennsylvanians who work full time at
the minimum wage earn $15,080 annually, leaving them below the poverty level for a family of four and
unable to afford basic necessities. The current minimum wage of $7.25 purchases about one-quarter less
than the minimum wage did in 1968, although low-wage workers now are better educated and more
skilled. Employees have become more productive, increasing business efficiency and competitiveness,
but wages have not kept pace with these productivity gains.

The 2016-17 Budget proposes to raise Pennsylvania’s minimum wage from $7.25 to $10.15 per hour,
while tying it to inflation to maintain its purchasing power over time. The increase would benefit more than
1.2 million Pennsylvania workers, many of whom are adults with families. Studies have consistently
shown that an increase in the minimum wage does not result in job loss for low-wage workers.

Creating Employment Opportunities for Pennsylvania’s Young People

Studies show that employment among young people results in more positive labor market outcomes
later in life. In 2015, the unemployment rate for Pennsylvania youth age 16 to 24 was 8.2 percent. Among
African-American youth, the unemployment rate reached 13.2 percent which is more than two and a half
times the overall statewide jobless rate. Even modest efforts in this space lead to significant positive
impacts on Pennsylvania’s future workforce.

Building upon summer jobs initiatives in 2015-16, the 2016-17 Budget calls for additional
commitments for youth employment opportunities. In addition to supporting programs that facilitate
employment for young Pennsylvanians, state government agencies can also act as employers
themselves, both in Harrisburg and in offices across the state. The 2016-17 Budget includes a new
summer employment pilot program at commonwealth agencies for low-income high school students in the
summer of 2016, providing work experience, financial literacy education, preparation for the Civil Service
Exam and exposure to various career pathways, especially within state government.

The 2016-17 Budget also provides $2.5 million to revive the Pennsylvania Conservation Corps within
the Department of Conservation and Natural Resources. Last operated in 2011, this program offers year-
round training for youth and young adults through hands-on construction and other conservation- and
recreation-related work. Between 1984 and 2011, the Pennsylvania Conservation Corps had over 15,000
participants and completed over 1,300 projects in urban, suburban, and rural areas across the state.
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Training Pennsylvania’s Workforce for Jobs That Pay
Workforce Innovation and Opportunity Act

The federal Workforce Innovation and Opportunity Act, signed into law in July 2014, seeks to
strategically align workforce development programs and match employers with qualified skilled workers.
The commonwealth’s plan is the starting point for an unprecedented effort to bring together multiple state
agencies, employers, and education and training providers to increase the number of high-paying jobs
and better prepare Pennsylvanians for those jobs. The plan will achieve these goals by:

e Making job training more responsive to employers’ needs by engaging with industry-driven
workforce partnerships;

e Increasing the number of Pennsylvanians who have college degrees or industry-recognized skill
credentials or certificates so that, by 2025, 60 percent of Pennsylvanians will possess those
degrees, credentials, or certificates;

e Linking job training to career pathways, so that training leads not simply to any job, but to jobs
that provide higher pay over time;

e Enabling youth to gain skills and work experience by providing opportunities for summer jobs,
internships, apprenticeships, and other types of work-based learning; and

e Improving the ability of state agencies and training providers to understand where the high-paying
jobs of the future will come from and the education and training to best prepare Pennsylvanians
for those jobs.

Investing in Workforce Partnerships

To complement the provisions in the proposed Workforce Innovation and Opportunity Act State Plan,
the 2016-17 Budget supports additional workforce development initiatives by providing funding for
commonwealth training programs and workforce partnerships. Key among these are:

e Industry Partnerships. Pennsylvania’s Industry Partnerships program, the first of its kind in the
nation, enables companies in the same industry group or cluster to come together to identify their
common skill needs and develop training programs to meet those needs. The budget nearly
doubles funding for Industry Partnerships by providing $11.6 million to enable workers to earn
industry-recognized credentials and move up into better jobs. In 2015, Industry Partnerships held
more than 2,800 trainings.

e Vocational Rehabilitation. The budget provides a $2 million increase for vocational
rehabilitation programs that help persons with disabilities prepare for, obtain and maintain
employment. To the maximum extent possible, the commonwealth will emphasize job
opportunities that pay competitive wages. The increased state funding will enable the state to
maximize available federal funds, up to an additional $8 million, to support these important
programs.

e IRC Manufacturing Initiative. The 2016-17 Budget provides $12 million to continue an initiative
that combines the knowledge and experience of the state’s Industrial Resource Centers with the
technological advances of our higher education sector. The IRC Manufacturing Initiative will
mobilize the talents of Pennsylvania’s research universities to advance manufacturing technology
and commercialization. It is anticipated that the state investment will be leveraged by a 3:1 ratio
for federal and private investment.
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Government that Works

Governor Wolf remains committed to improving efficiencies, streamlining government operations and
reducing costs. He continues to change the way business is conducted to assure taxpayer dollars are
spent wisely, eliminate redundancies and improve customer interactions at all levels. This budget
includes the merger of the Department of Corrections and the Board of Probation and Parole, the
elimination of the Public Employee Retirement Commission and the relocation of the eHealth Partnership
Authority to within the Department of Human Services. These steps continue the work Governor Wolf has
taken throughout the course of the last year to ensure that the commonwealth truly is a government that
works.

As one of his first acts in office, Governor Wolf signed Executive Order 2015-2, requiring the
competitive procurement of commonwealth legal services. The new system provides high-quality legal
counsel, while reducing costs and increasing transparency. Last spring in conjunction with the Treasurer
and Auditor General, the first open bid commonwealth contract for bond counsel resulted in a
savings of over 35 percent to the taxpayer.

In February 2015, Governor Wolf announced that Pennsylvania would expand Medicaid eligibility
under the Affordable Care Act, allowing individuals who earn up to 138 percent of the federal poverty
guidelines to obtain health care coverage. Since then, more than half a million Pennsylvanians from every
county have enrolled in Community HealthChoices, Pennsylvania’s Medicaid program. As a result,
Pennsylvania’s uninsured population has dropped from 14 percent in 2013 to 8 percent today, and
state General Fund costs have been reduced by more than $500 million.

By eliminating the Supplemental Nutrition Assistance Program asset test, the Department of Human
Services saved millions in state funds and took steps to better protect Pennsylvania’s most vulnerable.
While this change resulted in savings of $3.5 million annually, it also removed unnecessary
administrative burdens and shielded the commonwealth from potential federal sanctions due to
increased errors.

Through increased staff training and information technology improvements, the Department of Human
Services reduced the food stamp error rate by 60 percent in six months to only 2.01 percent,
avoiding approximately $35 million in erroneous payments and ensuring that payments only are
made to those who are eligible. This reduction represents the largest percentage decrease in the error
rate in a single year since records have been kept.

The Department of Human Services has also focused on employment opportunities for the people
they serve. In 2015, more than 40,000 adults who were receiving TANF benefits became employed and
are no longer eligible. As a result of these efforts, nearly 12,000, or 6.3 percent, fewer people are
receiving Temporary Assistance for Needy Families benefits since January 2015.

In fulfilling the governor's commitment to make health insurance more accessible and affordable for
Pennsylvanians, the Insurance Department reduced proposed insurance rates for plans under the
Affordable Care Act by more than $80 million. A national study found that Pennsylvania has the fifth-
lowest costs for the most popular individual health plans. One of the key factors in health care costs is
competition among insurers. The administration continues to work to maintain a vibrant and competitive
insurance market to provide consumers with more options and lower costs.

Last year, the commonwealth’s inmate population decreased by nearly 850 inmates — the
greatest one-year decline in 40 years. While there is still much work to be done, offenders are finally
getting the treatment they need at an appropriate level of the criminal justice system. The Department of
Corrections is also working to create efficiencies so that it can focus its resources most effectively on
education and career training, which ultimately keep people out of prison. Going forward, the department
will take further steps to reduce corrections costs, including the merger with the Board of Probation and
Parole.

The 2016-17 Budget will again focus on delivering services more efficiently, eliminating redundant
and unnecessary programs, reducing costs and changing the way business is conducted to ensure
taxpayer dollars are spent wisely.
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Improving Government Efficiency

GO-TIME

The Governor's Office of Transformation, Innovation, Management and Efficiency, or GO-TIME, is
working to modernize government operations by assisting and encouraging agencies to embrace a
culture of change and adopt private-sector strategies to make government more efficient and effective.
With more than 200 separate projects under way, state agencies are on target to meet the governor’s
goal of achieving $150 million in savings in 2015-16. GO-TIME continually monitors all projects
commonwealth-wide to quickly identify and correct any problems that may arise.

In 2016-17, GO-TIME wiill:

e Launch a commonwealth-wide continuous process improvement program to review agency
operations to maximize efficiency and deliver better customer service;

e Pursue opportunities to partner with external entities to address challenges; and

e Develop recognition programs to incentivize and reward employee engagement in
transformational activities.

Agencies and state employees continue to contribute ideas to make government work more efficiently
while working on projects across the commonwealth to better engage employees, use technology to
improve operations and provide vital services to a greater number of people. GO-TIME’s most successful
projects in 2015-16 included:

e Improving Procurement Strategies. Commonwealth agencies spend more than $3 billion per
year on goods and services. By conducting a thorough examination of existing contracts, applying
commercial best practices and reintroducing reverse auctioning to procurement, the Department
of General Services will save a projected $100 million in 2015-16.

e Transforming Data Centers. Faced with increasing demand for capacity, aging hardware and
limited space, the Office of Administration is transitioning to a fully-outsourced data center with
the flexibility to increase and decrease capacity based on current demand. The new operating
model has saved $9.2 million in 2015-16 and is expected to save $18.3 million in 2016-17.

e Consolidating Mailrooms and Services. The Department of General Services has begun to
consolidate outgoing mail services for a number of agencies, generating savings from presorting,
volume discounts, reductions in staffing and equipment, and repurposing space previously used
for mail activities. Presorting of outgoing mail alone saves taxpayers over $34,000 per week.

o Sharing Electronic Grants Software. For years, agencies have attempted with varying levels of
success to develop online systems for their grant funding programs. The budget allows agencies
to leverage the Department of Community and Economic Development’'s electronic grants
application rather than invest time and resources to develop custom applications.

¢ Innovative Financing for Energy Savings. Building on the success of the Department of
Corrections, the Department of General Services is exploring opportunities at other
commonwealth-owned buildings to finance efficiency projects with savings from reduced energy
consumption.

¢ Online Voter Registration. This new portal allows eligible citizens to register to vote online and
update information such as name, address or party affiliation, providing added convenience for
citizens, greater engagement in the democratic process, as well as improved data accuracy and
reduced costs for counties.

¢ Regionalizing State Prison Purchasing. By consolidating the purchasing of food and other
items for smaller facilities, the Department of Corrections has been able to improve operational
efficiencies and timeliness for purchases, which will save an estimated $1.5 million this fiscal
year.
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e Reducing Inmate Medical Costs. Following a comprehensive review of off-site trips for inmate
medical treatment, the Department of Corrections identified several services that could be
performed on-site or at nearby correctional facilities, reducing transportation costs. The
department is also using its status as a covered entity under the Public Health Service Act to
obtain HIV and Hepatitis C drugs at reduced prices.

¢ Increasing Mobile Technology in the Field. As a result of the savings and efficiencies that
PennDOT has gained by developing mobile applications for inspectors working in the field, the
budget provides for two additional mobile field technology pilot programs. The Department of
Environmental Protection is looking to double the productivity of its inspectors working to protect
our air, soil and water by utilizing this technology. The Department of Agriculture will increase
efficiency and communications through the use of mobile technology and cloud storage.

e Using Technology to Improve Public Safety. Prior to this year’s record-breaking snowstorm,
PennDOT oultfitted over 700 of its plow trucks with vehicle location software in order to respond
more quickly to changing conditions and reduce salt usage, saving an expected $1.4 million over
the next four to six years. The public can also monitor plow truck locations using the state’s
traveler information website.

Filing Deadline Change for Corporate Net Income Tax Filers

The 2016-17 Budget proposes to align corporate filing deadlines in Pennsylvania with federal filing
deadlines to create a more business-friendly filing process for businesses filing corporate tax returns.
Under the current filing deadlines, required information from a flow-through business may not be available
in time for taxpayers and practitioners to file timely and accurate corporate tax returns.

Beginning with the 2016 tax year, federal law extends the federal filing deadline for calendar-year
corporate filers from March 15 to April 15. Because the Pennsylvania Corporate Net Income Tax return
starts with the corporation’s federal tax return information, the 2016-17 Budget proposes to similarly
extend the Corporate Net Income Tax return due date for calendar-year filers from April 15 to May 15.

The Pennsylvania Corporate Net Income Tax filing deadlines for fiscal-year filers remains 30 days
after the corporation’s federal tax return is due.

Pay for Success

Initially proposed in the 2015-16 Budget, Pay for Success performance contracts provide an
innovative strategy to finance proven programs through public-private partnerships on a straightforward
proposition: taxpayers will only pay for services that get results and save money in the long run.
Payments are tied to the achievement of specific, pre-established performance goals that are set forth in
the contract, and only occur after rigorous evaluation.

Having concluded a competitive procurement process that evaluated a wide range of potential
projects, the commonwealth is beginning contract negotiations for Pay for Success projects that aim to
reduce adult and juvenile recidivism. The adult recidivism project will help young men who have a high
risk of reoffending to successfully reenter their communities by providing life skills education, transitional
employment, full-time job placement, and post-placement services. The juvenile recidivism project will
deliver a holistic community-based care model to youth who would otherwise face costly, and potentially
harmful, out-of-home placements. In keeping with the Pay for Success model, payments on these
contracts will be conditional on the achievement of specific, measurable outcomes that improve public
safety in Pennsylvania and save taxpayers money.

Relocation of the eHealth Partnership Authority to the Department of Human Services

The 2016-17 Budget proposes to move the eHealth Partnership Authority to the Department of
Human Services to realize administrative savings and maximize federal dollars. Moving current personnel
to the department would save approximately $1 million annually, in addition to improving operations and
timeliness.
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Pension Improvements

The 2016-17 fiscal year will mark the end of steep increases in state and local school district
contributions to pay unfunded future pension obligations. State General Fund costs will increase by nearly
$500 million before beginning to level off in future years. While the General Assembly continues to debate
further changes to benefit plans for current and future employees, several administrative and financial
management initiatives should be implemented to further reduce future obligations. These plans are
detailed below:

e Consolidate investment management operations among the funds that manage short-term and
long-term investment assets;

¢ Reduce fees for investment management services;

e Establish a restricted receipt account to ensure that future pension obligations are fully funded,
and

e Abolish the Public Employee Retirement Commission to eliminate redundancy.

This year the combined unfunded liability for the Public School Employees’ Retirement System and
the State Employees’ Retirement System will rise above $58 billion. However, that liability will now start to
decline as the state begins to pay its full required contributions to both systems. While annual
contribution increases will moderate in future years, they will remain extraordinarily high for the next two
decades, until the total liability is repaid.

Pension reforms previously enacted through Act 120 of 2010 have enabled us to reach this point.
Significant benefit cuts for new employees reduced retirement benefits by 25 percent for new employees
hired after the law was enacted. Collars have limited annual employer contribution increases since then.
While manageable, these increases have created significant financial challenges for the state and school
districts. The additional initiatives further detailed below can mitigate future financial pressures, allowing
the commonwealth to meet its future funding obligations, while protecting retirement benefits for state
employees and teachers.

Consolidating investment management operations could save millions of dollars in staff costs,
eliminate duplicative contracts with private investment managers, and exploit strategic strengths within
the existing administrative systems. Continuing efforts to reduce management fees could save nearly
$200 million annually, shaving an estimated $2.3 billion from our long-term unfunded pension liability.
Eliminating the Public Employee Retirement Commission and its redundant administrative functions could
further reduce staff costs and provide more timely information when requested by the General Assembly.

Establishing a restricted receipt account to pay required contributions is the surest way to guarantee
we will fully fund our future obligations. Recent downgrades from bond rating agencies, based in part on
past actions to delay or defer pension payments, have already increased our cost for future borrowing by
$10 million annually for each $1 billion in new debt issued. Together, these commonsense steps offer
improved financial oversight for all investment decisions, provide millions of dollars in staff and
administrative savings, and reduce our unfunded liability by nearly $2.5 billion.

Modernizing Pennsylvania’s Wine and Spirit System

Pennsylvania’s state-controlled Wine and Spirits system provides more than $580 million in profit and
tax revenue to the commonwealth and municipalities annually. While the current system continues to
make strides to enhance customer convenience and profits to the commonwealth, the system can be
further modernized. Next steps in 2016-17 will generate an additional $100 million for the commonwealth.
Moving forward, a bipartisan stakeholder working group will be convened to look at ways to further
maximize the value of our liquor system and assess the multitude of proposals before policymakers.
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Making Pennsylvania Safer

Protecting our Farmers and Food Suppliers

The governor, in July 2015, allocated and has preserved $3.5 million for planning and response
efforts related to Highly Pathogenic Avian Influenza. This restricted funding has been critical, allowing
Pennsylvania's planning/response work to continue uninterrupted. The commonwealth has purchased
laboratory supplies and equipment, hired diagnostic staff for surge capacity and made technology
investments, all with the goal of protecting our poultry farmers and consumers. These efforts have been
appreciated by industry and acknowledged by our U.S. Department of Agriculture partners as essential to
combating this foreign animal disease. The 2016-17 Budget provides $3.5 million to continue these
preparedness efforts.

Department of Corrections and Rehabilitation

As proposed in the 2015-16 Budget, this budget provides for one department — the Department of
Corrections and Rehabilitation — to ensure public safety and the successful transition of offenders back
into the community.

The status quo is not working. One out of every ten crimes in the commonwealth is committed by a
person who was previously incarcerated in one of our state prisons. This statistic illustrates a significant
problem in the way we address incarceration and rehabilitation as two separate processes. While some
progress has been made in reducing incarceration rates, that progress is slow and more and more money
is being spent while the safety of the public remains at risk.

As one agency, the department will be able to eliminate redundancies, upgrade outdated
technological processes, equipment and decision-making tools, improve communication and scheduling
to reduce delays, increase field staff, streamline continuity of care and services, and employ new,
research-driven strategies. Overall, with one comprehensive department, we will be able to reduce
roadblocks to success, ensure the safety of the public, and increase savings to the taxpayers at the same
time.

Improved Treatment of Inmates with Mental Health Issues and Problem-Solving Courts

The Department of Corrections’ mental health system recently underwent a major review as the U.S.
Department of Justice and the Disability Rights Network of Pennsylvania have challenged mental health
practices in our correctional system. To continue to address these concerns, this budget provides funding
for additional personnel to lower staffing ratios for inmates with mental illness and provide them with the
most appropriate treatment.

Additionally, this budget provides $300,000 to the Pennsylvania Commission on Crime and
Delinquency to award grants to counties to establish problem-solving courts where appropriate. These
courts focus on the underlying chronic issues which lead to criminal behavior, such as substance use
disorder, mental health conditions, homelessness and veterans-related issues.

State Police Cadet Classes

Following the completion of four State Police Cadet classes beginning in 2015-16, this budget
provides for three additional classes beginning in 2016-17. These classes will restore and maintain
historic State Police Trooper filled complement levels with traditional retirement and turnover.

Combating the Heroin and Opioid Epidemic

In the United States, 44 people die from an overdose of heroin or prescription opioids every day.
Some data suggests that 80 percent of crime is driven by untreated or inadequately treated substance
use disorder. Heroin and opioid addiction has become an epidemic across the country, and it is no
different in Pennsylvania.

This year the administration has taken meaningful steps to address this crisis head on, including the
issuance of a statewide standing order for naloxone. This medication, that can reverse an overdose
caused by an opioid drug, is now available to families and friends of those suffering from the disease of
addiction.
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Additionally, the administration has moved forward with the development of the ABC-MAP
prescription drug monitoring program, created the interagency Heroin Task Force, equipped all State
Police vehicles and Capitol Police officers with naloxone, and supported the use of naloxone at schools
across the commonwealth. These initiatives have saved nearly 600 lives in Pennsylvania.

To continue our efforts to combat this serious statewide epidemic, this budget provides more than
$34 million to treat more than 11,250 new individuals with substance use disorder. The Department of
Human Services will provide 50 new Health Homes for individuals with substance use disorder, providing
medication-assisted treatment and appropriate wraparound services, such as cognitive-based therapies.

These efforts will go along with the support and ongoing efforts of numerous other agencies, including
the Department of Drug and Alcohol Programs, Department of Corrections and Rehabilitation,
Department of Health, Department of State, Insurance Department, and Pennsylvania Commission on
Crime and Delinquency.

Caring for our Most Vulnerable

Efficient investments in the following areas will result in reduced long-term costs, the better delivery of
services and a strong return on investment for taxpayers.

Implement Express Lane Eligibility for Health Care Coverage for Children

Pennsylvania continues to be at the forefront of advancing health care options for residents across
the state. In 1992, Pennsylvania established the Children’s Health Insurance Program as a one-of-a- kind
program designed to provide insurance coverage to children whose families earn too much to qualify for
Medical Assistance, but could not afford to purchase private insurance. This innovative program aimed at
improving health outcomes for children later became the model used by the federal government to
develop its State Children’s Health Insurance Program.

In 2015, the oversight of CHIP moved from the Insurance Department to the Department of Human
Services through the passage of Act 84 of 2015. Every month, thousands of Pennsylvania children move
between CHIP and Medicaid as family income changes. By locating CHIP oversight within the
Department of Human Services, the state is better positioned to ensure that children who transition
between both programs do so smoothly and that medical care is uninterrupted.

In addition to creating continuity in care, the move to the Department of Human Services will also
allow the department to identify eligible children who are currently uninsured and connect them to
appropriate health services. Making sure children are receiving quality health care services improves not
just their quality of life but also academic and workforce outcomes.

By transitioning the Insurance Department’s IT system to the Department of Human Services, the
commonwealth can substantially reduce annual costs for maintenance, operations and upgrades that
would be required to keep the system up to date with changing federal rules. These administrative
enhancements, combined with increased federal matching assistance, will reduce state costs for
CHIP by more than $100 million compared to 2014-15 costs.

Improve Access to High-Quality Services for Infants and Toddlers

This initiative builds on the governor's commitment to high-quality early learning services by
increasing state funding by $10 million to support more than 1,900 children and their families through
evidence-based home visiting services. Home visiting provides comprehensive support services including
parenting support, healthy growth and child development, support of social systems and strengthening
families, practices to assist with the prevention of child abuse, and the early identification of children with
special needs or developmental delays. In Pennsylvania, there are approximately 89,000 at-risk infants
and toddlers. Current programs serve less than 15 percent of these children.

Increase Access to Child Care for Low-Income Working Families

Access to child care is an integral part of families being able to start and keep employment. This
initiative provides $12 million to allow an additional 2,300 children currently on the Child Care Works
Waiting List to receive care, so their parents can continue to work and support their families.
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Reduce Waiting Lists for Individuals with Physical and Intellectual Disabilities.

The 2016-17 Budget includes a total of $60.7 million to reduce waiting lists and expand services to
vulnerable Pennsylvanians. Included in those dollars are $12.3 million to provide home and community
based services to 850 individuals with intellectual disabilities and autism. This budget also includes $22
million to fully annualize the 2015-16 program expansion for individuals with intellectual disabilities and
autism and $93.4 million to fully annualize the 2015-16 expansion of community opportunities for
individuals in long-term living programs.

Restore Human Services Funding for Counties to Serve More Individuals in the Community

In 2012-13, human services funding for counties was cut by 10 percent, resulting in reductions in the
number of people served, the elimination of programs and staff layoffs, in addition to undermining the
progress made to move individuals into the community. Last year, the governor proposed a three-year
restoration of these cuts. Assuming the bipartisan budget agreement begins these restorations, this
budget proposes to take the next step toward restoring these cuts.

Continued Implementation of Community HealthChoices to Improve Health Outcomes

In 2016-17, the Department of Human Services and Department of Aging will continue their combined
three-year implementation of a managed long-term care program — Community HealthChoices — for older
Pennsylvanians and adults with physical disabilities. This program will ensure that one entity is
responsible for coordinating the physical health and long-term service and support needs of participants
to improve care coordination and health outcomes while allowing more individuals to live in their
community.

In January 2016, the commonwealth issued a request for proposals for Community HealthChoices
Managed Care Organizations with the intention to make tentative awards in spring 2016, with the first
stage of implementation in January 2017.
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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 current budget year and 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 remains sound as underlying fundamentals continue to improve.
Consumer spending has been increasing recently, and housing activity in 2015 picked up after faltering
in 2014.

The Federal Open Market Committee (FOMC), as expected, raised the federal funds rate by 25
basis points at the December 15-16, 2015 meeting. There hasn’t been a rate hike for almost a decade.
The expectation going forward is
for four more 25 basis-point
increases in 2016. Inflation has
continued to run below the
committee’s targeted objective 4.0%

Chart 1
REAL GROSS DOMESTIC PRODUCT
Annual Growth

partially due to the sizable .
declines in oil prices, which 3.0%
should hold down inflation in the 2.0%
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The expectation, at least for the foreseeable future, is that the Fed will continue to monitor the U.S.
economy and make a determination of the pace of the rate hikes. When the federal funds rate is low,
banks have more money available to lend, and consumers can borrow at lower costs.

The Forecast

Growth is expected to be solid for the U.S. in the coming year as consumer spending, housing, and
government spending continue to expand.
Growth in spending was 3% over the past year
and is predicted to grow at a similar level in
2016. Housing activity is predicted to grow and
remain strong for the next several years. After

Table 1
Forecast Change in

Key U.S. Economic Indicators
Annual Percentage Growth*

the recent congressional budget agreement, the Indicator 2014  2015p 2016p  2017p
expectation is that government spending will Nominal GDP 41 3.5 4.6 5.1
add to GDP growth in 2016. The growth rate for Real GDP 2.2 2.4 2.7 3.1
the US economy for 2016 is expected to be in Real Personal 2.7 3.1 3.1 3.2
the 2.5-3.0% range. Consumption

Corporate Profits 0.1 5.8 5.4 0.3

Table 1 and Table 2 are U.S. Macro (After Tax)

Forecast projections from IHS Global Insight. Unemployment Rate 6.2 5.3 4.9 4.8
Table 1 outlines the expected outlook for lower (Rate)
unemployment and an increase in GDP. Table 2 CPI 1.6 0.1 1.4 2.8
notes that over the next two years there is a 65 Federal Funds (Rate) 0.1 0.1 0.9 1.9

percent probability of moderate GDP growth,
with an increase in consumer and business
fixed investment. Table 2 also provides
narrative for each economic indicator.

*Assumptions in this chart, as well as other assumptions, are incorporated in the
2016-17 fiscal year revenue estimates.

p = projected

Table 2

U.S. Macro Forecast Projection from IHS Global Insight

December 2015

Baseline Forecast (65% Probability)

GDP Growth

Moderate growth, 2.7% in 2016 and 3.1% in 2017

Consumer Spending

Moderately strong, up 3.1% in 2016 and 3.2% in 2017

Business Fixed Investment

Solid, up 5.3% in 2016 and 5.1% in 2017

Housing

Gradual improvement, with more than 1.3 million starts by the end of 2016

Exports

Mediocre, with 2.5% growth in 2016 and a 5.4% jump in 2017

Monetary Policy

The first federal funds rate hike occured in December 2015, followed by several
in succession, and the rate ends 2016 at 1.5%

Credit Conditions

Gradually easing

Consumer Confidence

Peaks in late 2016 and remains roughly stable

Oil Prices (Dollars/barrel)

Brent crude oil price averages $54 in 2016 and $65 in 2017

Stock Markets

The S&P 500 maintains steady growth, averaging 4.8% in 2016 and 3.2%
between 2017-25

Inflation (CPI)

Headline CPI inflation picks up in 2016 as lower oil prices begin to reverse; core
CPI inflation remains around 2.0% in 2016 and 2017

Foreign Growth

In 2016, Eurozone growth is expected to be around 1.7% and China's will slow
to 6.3%

U.S. Dollar

The inflation-adjusted dollar appreciates 5.8% against the broad index of
trading partners' currencies in 2016 and begins declining in the third quarter

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
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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.

Pennsylvania will benefit from the continued development of the Marcellus shale, and eventually the
Utica Shale, natural gas deposits which will continue to 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. Low oil prices are not expected to have a big
impact on natural gas exploration. The current growth phase in the Marcellus Shale production still
mostly involves building infrastructure to service existing wells.

The Pittsburgh area has attracted interest as high-tech jobs such as software development have
moved into the area. This, and the state’s numerous high-quality research universities, is helping to
mitigate job migration.

Pennsylvania is expected to add jobs at an annual average rate of 0.8% over the next several years.
This growth is low as compared to other states but is based upon Pennsylvania’s slow population growth.
Population growth for Pennsylvania remains below the national average. Also, recent Census estimates
show that Pennsylvania is lagging behind many other states in net migration. These two factors may
limit the labor-force growth rate.

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 2014 2015 2016 2017 2018 2019

Real Gross State Product (in millions, 2009 dollars) 603,748 614,619 628,176 642,342 655,094 667,410

Real Gross State Product (percentage change) 1.5% 1.8% 2204 2.3% 2.0% 1.9%
Total Employment (in thousands) 5,790.2 | 58449 | 58975 | 59434 | 5980.0 | 6,014.7
Total Employment (percentage change) 0.8% 0.9% 0.9% 0.8% 0.6% 0.6%
Manufacturing Employment (in thousands) 567.3 567.7 563.5 567.0 571.9 575.9
Nonmanufacturing Employment (in thousands.) 5,223.0 5,277.2 5,334.0 5,376.4 5,408.0 5,438.8
Population (in thousands) 12,794.8 | 12,804.0 | 12,816.5 | 12,830.6 | 12,846.6 | 12,864.5
Population (percentage change) 0.1% 0.1% 0.1% 0.1% 0.1% 0.1%
Unemployment Rate (percentage) 5.6% 5.2% 4.8% 4.8% 4.8% 4.9%
Personal Income (percentage change) 3.6% 3.4% 3.8% 4.7% 4.7% 4.5%

U.S. ECONOMY

Real Gross Domestic Product (percentage change) 2.2% 2.4% 2.7% 3.1% 2.7% 2.5%
Employment (percentage change) 1.9% 2.0% 1.6% 1.3% 1.2% 1.1%

Copyright 2016 IHS Global Insight Inc.
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Summary of Major Operating Funds

The total 2016-17 operating budget for the commonwealth is $80.2 billion. It includes $32.7 billion in
the General Fund, $2.8 billion in the Motor License Fund, $1.8 billion in the Lottery Fund, $27.8 billion in
federal funds and $ 15.1 billion in fees and other special fund revenues.

(Dollar Amounts in Thousands)

2016-17 Change

Major Operating Fund
Expenditures Actual AETIEL Budget from 2015-16
2014-15 2015-16 2016-17 Dollars Percent
General Fund $ 29,152,763 $ 30,558,597 $ 32,727,800 S 2,169,203 7.1%
Motor License Fund S 2,609,212 S 2,796,152 S 2,832,171 S 36,019 1.3%
Lottery Fund S 1,939,385 S 1,821,699 S 1,822,856 S 1,157 0.1%

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. All tax revenue, non-tax revenue
and federal grants and entitlements not specified by law to be deposited elsewhere are deposited into
the General Fund. 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 96 percent of annual General Fund
revenue. Four taxes account for the vast majority of General Fund tax revenue. The Personal Income
Tax, the Sales and Use Tax, the Corporate Net Income Tax and the Gross Receipts Tax together
provide approximately 84 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 2014-15, total General Fund
revenue increased by 11.3 percent, an annual rate of increase of approximately 2.7 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
tax rate and base changes, the major tax revenue sources experiencing the largest growth during this
period were the Realty Transfer Tax, the Corporate Net Income Tax, and the Inheritance Tax. Five-year
total increases for these tax types were 48.2 percent, 31.9 percent and 24.5 percent, respectively.
Revenue from some tax sources declined or was flat over the period. Receipts from the Capital Stock
and Foreign Franchise Tax declined 70.5 percent over this period. Non-tax revenue sources increased
modestly 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 five fiscal years, growth in personal income tax receipts has
averaged 3.8 percent annually. For fiscal year 2016-17, Personal Income Tax receipts are anticipated to
increase with the proposed rate increase. 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 2.5 percent annually over the past five completed fiscal
years. 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.
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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. Previously enacted tax rate
reductions to the Capital Stock and Foreign Franchise Tax were implemented, culminating in the
elimination of this tax on January 1, 2016. Corporate Net Income Tax receipts over the past five
completed fiscal years have increased by a total of 31.9 percent or by 7.2 percent annually. Overall,
corporate tax collections averaged a modest increase over the past five fiscal years, growing 1.1 percent
annually. 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 2016-17 is $32.7 billion. General Fund expenditure
growth is projected to increase 7.1 percent. Major program expenditures occur in the areas of education,
public health and human services and state correctional institutions.

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 $6.3 billion for the Basic Education subsidy in state
funds in 2016-17, which is a $200 million or 3.3 percent increase (in addition to the $400 million increase
in 2015-16). Basic education increases include $50 million, or 33.9 percent, for Pre-K Counts; $10
million, or 20.3 percent, for Head Start Supplemental Assistance; $15 million, or 21.4 percent, for Career
and Technical Education; and $50 million, or 4.6 percent, for Special Education. In total, state funding for
basic education is more than $11.5 billion in 2016-17.

Higher Education: Higher education in Pennsylvania is provided through 280 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 $2.1 billion for higher education.

Public Health and Human Services: 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. In 2015-16 Medicaid Expansion closed the
coverage gap for working adults and streamlined delivery of health care services. The commonwealth
also supports disease prevention programs. For 2016-17, the total public health and human services
expenditures from all sources is $39.5 billion; the amount from the General Fund will be $13.1 billion,
which is an increase of $1 billion or 8.4 percent.

The largest component of public health and human service expenditures is the Medical Assistance
program. In the last ten years, the program grew at an annual rate of 5.5 percent. Caseload growth has
stabilized the last few years except for an increase from the implementation of Medicaid Expansion.
While technological advances in medicine and general medical inflation, including increases in
pharmaceutical prices, contribute to an overall increase in MA expenditures in 2016-17, this increase is
mitigated through cost containment and operational efficiencies. Total funding in 2016-17 increased by
$1.9 billion from $24.4 billion to $26.3 billion. State funds are anticipated to increase from $6.9 billion in
2015-16 to $7.4 billion in 2016-17, which is an increase of $572 million or 8.3 percent. The state fund
increase is due primarily to an increase in caseload and utilization in the various programs and a one-
time shift to fund County Child Welfare on a cash basis.

Income maintenance, including cash assistance payments and child care services for families in
transition to independence and self-sufficiency, totaled $2.8 billion from all sources for 2015-16. The
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2016-17 budget increases total resources to $2.9 billion while the commonwealth’s General Fund share
is increased from $882 million to $920 million. Of the $2.9 billion, the budget provides a total of $806
million for child care services.

The 2016-17 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 2016, that will be reduced to
2,341, a reduction of 54 percent. Over that period the community budgets will have grown by more than
$1.8 billion, an increase of 102.9 percent.

State Correctional Institutions: The 2016-17 budget proposed for the state correctional system is
$2.39 billion. From 2012-13 to 2016-17, total costs have grown from $1.86 billion to $2.39 billion. During
this timeframe, the inmate population has declined by nearly 1,600, from 51,184 to 49,587.

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 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 60 percent of total non-restricted Motor License Fund
revenues in 2014-15. Total tax revenue has been growing incrementally over the past several years. For
the five-year period ending with 2014-15, revenues increased at an annual average rate of 0.9 percent.
For 2015-16 tax revenues are expected to increase 7.4 percent over fiscal year 2014-15. 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 modest in recent years. For the five-year period ending with
2014-15, license and fee revenues increased at an annual average rate of 1.6 percent. An increase of
0.3 percent in license and fee revenue is projected for fiscal year 2016-17. The Motor License Fund is
expected to increase 2.6 percent for fiscal year 2015-16 versus fiscal year 2014-15.

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 Property Tax and Rent Rebate program within the Department of Revenue 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. As a result of Act 156 of 2014, income eligibility guidelines for this program have changed
so that income increases due solely to Social Security cost-of-living adjustments (COLAs) will no longer
disqualify claimants from receiving rebates.

The Pharmaceutical Assistance Contract for the Elderly (PACE/PACENET) 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.
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Overview: Summary of Major Operating Funds

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. For 2016-17, $317.3
million is provided for the PENNCARE appropriation which includes an increase of $2.5 million to expand
Attendant Care services to 312 additional people. For additional details, see the Department of Aging
presentation.

The Lottery Fund also provides $184.1 million to offset program costs in Long-Term Care, $105.7
million to offset program costs for the Home and Community-Based Services program in the Department
of Human Services and $3.3 million to offset program costs for Medical Assistance Transportation
Services.

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

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.

Act 126 of 2014 suspended the transfer of surplus funds to the Budget Stabilization Reserve
Fund for 2013-14. Under current law, the 25 percent transfer for 2014-15 will be made by March 31,
2016. The Budget Stabilization Reserve Fund is anticipated to have a balance of $68.9 million as of
June 30, 2016. This budget proposes to suspend the 25 percent transfer for 2015-16 and reinstate the
transfer of 25 percent of the 2016-17 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.

80,500
80,000 80,293
79,500
79,000

78,500 -

78,000
2015-16 2016-17

This budget proposes an overall increase in the commonwealth’s current authorized FTE
salaried complement level in 2016-17 of 251 positions, from 80,042 to 80,293 positions.
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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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Overview and Summaries

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 2014-15 actual year, 2015-16 available year and 2016-17 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)

2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21

Beginning Balance..............c..cccccooue $ 80,631 $ 205,843 $ 31,233 % 9,081 $ 6,204 $ 112,298 $ 352,420
Revenues..........ccccooiviiiiiiiiiiiies $ 30,592,501 $ 31,538,487 $ 34,033,675 $ 35434,875 $ 36,765,575 $ 38,070,975 $ 39,254,575
AdJUSIMENS™......c.eieiiieeeeeeeien -1,245,912 -1,154,500 -1,325,000 -1,339,100 -1,340,000 -1,350,000 -1,360,000
Funds Available...............cccoooviiiinnn $ 29,427,220 $ 30,589,830 $ 32,739,908 $ 34,104,856 $ 35431,779 $ 36,833,273 $ 38,246,995
Total Spending...........ccoceiviiiiiininnns -29,152,763 -30,558,597 -32,727,800 -34,096,583 -35,282,048 -36,363,380 -37,426,342
Preliminary Balance...........c.ccccccoeuenee. $ 274,457 $ 31,233 % 12,108 $ 8273 $ 149,731  $ 469,893 $ 820,653
Less Transfer to Budget Stabilization

Reserve Fund..........ccccoeevieiinnenen, -68,614 ° 0°¢ -3,027 ¢ -2,069 -37,433 -117,473 -205,163
Ending Balance...............ccococeiinnnnn. $ 205,843 $ 31,233 $ 9,081 $ 6,204 $ 112,298 $ 352,420 $ 615,490

Wpennsylvania

% Includes refunds, lapses and adjustments to beginning balances.

b Under current law, the 25% transfer to the Budget Stabilization Reserve Fund for 2014-15 will be made by March 31, 2016.
€ This budget proposes to suspend the 25% transfer to the Budget Stabilization Reserve Fund for 2015-16.

d This budget proposes the reinstatement of the 25% transfer to the Budget Stabilization Reserve Fund for 2016-17.
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Overview and Summaries

Seven Year Financial Statements By Fund

Motor License Fund?

(Dollar Amounts in Thousands)

2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
Beginning Balance...............cccoc....... $ 104,796 $ 130,345 $ 34,293 $ 17,622 $ 17,260 $ 13,747 $ 12,484
RECEIPLS...eeiiiiiiiiiiee e 2,634,761 2,700,100 2,815,500 2,939,500 2,956,500 2,989,300 3,015,200
Funds Available...........c.ccocveinenne. $ 2,739,557 $ 2,830,445 $ 2,849,793 $ 2,957,122 $ 2,973,760 $ 3,003,047 $ 3,027,684
Less Expenditures..........cccceecveeeennes -2,609,212 -2,796,152 -2,832,171 -2,939,862 -2,960,013 -2,990,563 -3,015,538
Ending Balance............ccccovierennnenn. $ 130,345 $ 34,293 $ 17,622 $ 17,260 $ 13,747 $ 12,484 $ 12,146

Lottery Fund

(Dollar Amounts in Thousands)

2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
Beginning Balance..............cccoceeen. $ 202,173 $ 14,794 % 40,937 $ 23,731 $ -59,000 $ -141,348 $ -218,397
Add Reserve From Prior Year.......... 75,000 75,000 75,000 0 0 0 0
ReCEIPLS. ...t 1,752,006 1,847,842 1,730,650 1,743,650 1,756,550 1,770,850 1,787,850
Funds Available...........ccccovevvninnnnn. $ 2,029,179 $ 1,937,636 $ 1,846,587 $ 1,767,381 $ 1,697,550 $ 1,629,502 $ 1,569,453
Less Expenditures..........cccceecvveeenns -1,939,385 -1,821,699 -1,822,856 -1,826,381 -1,838,898 -1,847,899 -1,856,569
Less Reserve for Current Year........ -75,000 -75,000 0 0 0 0 0
Ending Balance.........cccocvevvenenennne $ 14794 $ 40937 $ 23,731 $ -59,000 $ -141,348 $ -218,397 $ -287,116

a .
Excludes restricted revenue.
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Overview and Summaries

Seven Year Department Summary by Fund

The following is a summary by department of 2014-15 actual expenditures, the 2015-16 amounts available, the 2016-17 amounts budgeted and
future year estimates for the General Fund and selected Special Funds.

(Dollar Amounts in Thousands)

2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
Actual Available Budget Estimated Estimated Estimated Estimated
Governor's Office
General FUN........coviviiiiieieiesesssieseenenens $ 6,508 $ 6,503 $ 6,887 $ 6,956 7,025 $ 7,096 $ 7,167
Executive Offices
General FUNG........cevieeecee e $ 173,786 $ 187,797 $ 184,142 $ 185,531 186,735 $ 188,052 $ 189,482
Motor LicenSe FUNG........ccovvvvrrevrrerereisieieisisnseenns 1,334 1,401 1,244 1,256 1,269 1,282 1,295
Department Total.........ccceeveenieeiiieiinniceee. $ 175,120 $ 189,198 $ 185,386 $ 186,787 188,004 $ 189,334 $ 190,777
Lieutenant Governor
General FUNG........cccvveieecce e $ 1,383 $ 1,623 $ 1,655 $ 1,672 1,688 $ 1,705 $ 1,722
Attorney General
General FUNG........cocuveieecee e $ 92,289 $ 95,677 $ 96,675 $ 97,628 98,590 $ 99,561 $ 100,543
Auditor General
General FUNG........ccevnveeceeses e $ 44,864 $ 46,316 $ 48,442 $ 45,896 46,355 $ 46,819 $ 47,287
Treasury
General FUNG........cccvnieeeesesies s $ 1,144,487 $ 1,181,955 $ 1,277,645 $ 1,324,287 1,366,943 $ 1,401,795 $ 1,463,282
Motor LICENSe FUN.......ccovvririreeieeeniesieeeeinns 34,319 44,144 65,185 79,171 80,315 80,295 80,260
Department Total.......c.ccceeveeveeiiieeiiecieeee. $ 1,178,806 $ 1,226,099 $ 1,342,830 $ 1,403,458 1,447,258 $ 1,482,090 $ 1,543,542
Aging
LOttery FUNG........oceuiereiese s $ 487,321 $ 539,463 $ 577,071 $ 589,122 597,637 $ 601,324 $ 605,191
Agriculture
General FUNG........ccvinrnreiessesissse s $ 126,892 $ 130,528 $ 142,557 $ 139,966 143,754 $ 144,066 $ 144,382
Motor LICENSe FUN.......cc.ovvrirrieriieeeieeeeenis 32,328 32,728 32,728 32,775 32,823 32,871 32,920
Department Total.........ccceeveevieiieeiieeieenee. $ 159,220 $ 163,256 $ 175,285 $ 172,741 176,577 $ 176,937 $ 177,302
Civil Service Commission
General FUN........c..ovvevvivviresesese e $ 1% 1% 1% 1 13 1% 1
Community and Economic Development
General FUNG........ocernrriessesisse s $ 204,016 $ 269,405 $ 287,863 $ 288,241 288,632 $ 289,010 $ 289,406
Motor License FUNd..........ccoverevrrerercienercissenenns 1,073 1,073 1,073 1,073 1,073 1,073 1,073
Department Total.........ccceeieeririiieiieeieeee. $ 205,089 $ 270,478 $ 288,936 $ 289,314 289,705 $ 290,083 $ 290,479
Conservation and Natural Resources
General FUNG........cvevnrnrieesessssse s $ 14,329 $ 59,947 $ 121,263 $ 122,445 123,637 $ 124,841 $ 126,059
Motor License FUNd..........ccovevevrvereriieneicssenienns 7,000 7,000 7,000 7,000 7,000 7,000 7,000
Department Total.........cccceeieeriiiiieiieiieee. $ 21,329 $ 66,947 $ 128,263 $ 129,445 130,637 $ 131,841 $ 133,059
Corrections and Rehabilitation
General FUNG........coevnrnriessessssse s $ 2,133,548 % 2,251,201 $ 2,610,774 $ 2,694,337 2,788,769 $ 2,897,021 $ 3,009,568
Drug and Alcohol Programs
General FUN........co.vvvviimiiniieieieiee e $ 41,860 $ 48,101 $ 47,614 $ 47,628 47,642 $ 47,656 $ 47,670
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Seven Year Department Summary by Fund

(Dollar Amounts in Thousands)

2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
Actual Available Budget Estimated Estimated Estimated Estimated
Education
General FUNG........ocevnrreessessssse s $ 11,563,865 $ 12,305,021 $ 12,917,064 $ 13,566,048 $ 14,140,552 $ 14,617,021 $ 15,004,673
Motor License FUNd.........cccoverevrrereicieieiessisniennns 1,100 1,100 1,100 1,100 1,100 1,100 1,100
Department Total.........ccceeveeririiieiieiieeee. $ 11,564,965 $ 12,306,121 $ 12,918,164 $ 13,567,148 $ 14,141,652 $ 14,618,121 $ 15,005,773
eHealth Partnership Authority
General FUN........c..vvvevvivicricsesese s $ 1,850 $ 1,500 $ 0% 0% 0$ 0% 0
Emergency Management Agency
General FUNG........coeveveeeeiceee e $ 16,155 $ 13,365 $ 13,735 $ 13,871 $ 14,007 $ 14,146 $ 14,286
Environmental Protection
General FUNG........coeveveveeeiceeeestes e $ 141,488 $ 148,824 $ 156,248 $ 157,766 $ 159,300 $ 160,849 $ 162,414
Ethics Commission
General FUNG........ccocvieieecceesee e $ 2,090 $ 2,371 $ 2,433 $ 2,457 $ 2,482 $ 2,507 $ 2,532
General Services
General FUNG........cccvieieeceee e $ 121,028 $ 126,317 $ 119,745 $ 120,891 $ 122,050 $ 123,221 $ 124,403
Motor License FUNG.........c.vveeerrerneieiersrinneeenienns 10,299 10,320 10,306 10,306 10,306 10,306 10,306
Department Total.........ceeeveererenieneneeieens $ 131,327 $ 136,637 $ 130,051 $ 131,197 $ 132,356 $ 133,527 $ 134,709
Health
General FUNG........ccocuieeececeesee e $ 199,804 $ 202,244 $ 209,205 $ 210,088 $ 210,978 $ 211,879 $ 212,787
Health Care Cost Containment Council
General FUNG........cceverceeeses e $ 2,710 $ 2,710 $ 2,710 $ 2,737 $ 2,764 $ 2,792 $ 2,820
Higher Education Assistance Agency
General FUNG........cccvniecceeeses s $ 391,475 $ 353,563 $ 353,663 $ 403,663 $ 403,663 $ 403,663 $ 403,663
Historical and Museum Commission
General FUNG........ccevvnrneeeiesesiese s $ 20,944 $ 21,624 $ 22,624 $ 22,830 $ 23,039 $ 23,249 $ 23,461
Human Services
General FUNG........ccevinrnreessesiese s $ 11,362,257 $ 11,667,529 $ 12,657,519 $ 13,165,293 $ 13,591,729 $ 14,038,208 $ 14,506,020
LOtEry FUNG......cvoieriiriiii e 476,558 294,649 293,049 293,049 293,049 293,049 293,049
Department Total.........ccceevierieiiieiieeieeee. $ 11,838,815 $ 11,962,178 $ 12,950,568 $ 13,458,342 $ 13,884,778 $ 14,331,257 $ 14,799,069
Insurance
General FUN........c..vvvvvvviiriesesese s $ 0% 0% 7,000 $ 7,000 $ 7,000 $ 7,000 $ 7,000
Labor and Industry
General FUNG........ccoeveveeeeeeeeiee et $ 71,368 $ 81,404 $ 91,190 $ 91,215 $ 91,491 $ 91,768 $ 92,050
Military and Veterans Affairs
General FUNG........ceveveveeieenieesres e $ 120,927 $ 132,041 $ 148,740 $ 153,470 $ 158,071 $ 162,848 $ 167,808
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Seven Year Department Summary by Fund

(Dollar Amounts in Thousands)

2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
Actual Available Budget Estimated Estimated Estimated Estimated
Probation and Parole
General FUN........c..ovvmvvivveriesesesesssessesseas $ 156,028 $ 167,245 $ 0% 0% 0% 0% 0
Revenue
General FUN........ooovvviiniiniieieieseesesseseesenens $ 176,347 $ 182,681 $ 194,390 $ 201,367 $ 214,772 $ 198,464 $ 202,282
Lottery Fund........... 798,088 810,505 773,854 765,328 769,330 774,644 779,447
Motor LICeNSE FUNG.........ccvvvrrrrieririeiersrissieeeiens 31,695 36,076 38,499 40,692 42,887 43,084 43,283
Department Total.........cccevieerieiiieciienieeee. $ 1,006,130 $ 1,029,262 $ 1,006,743 $ 1,007,387 $ 1,026,989 $ 1,016,192 $ 1,025,012
State
General FUNG........cocuveieecceee e $ 11,149 $ 11,972 $ 12,153 $ 10,154 $ 10,140 $ 10,327 $ 10,326
State Police
General FUNG........ccevnveeeeeeses e $ 221,062 $ 245873 $ 268,536 $ 281,128 $ 291,470 $ 302,222 $ 310,769
Motor License FUNG.........c.ovueeerrerereieinrsrenneeernnenns 676,118 755,158 813,945 851,688 883,000 915,558 941,512
Department Total.........ccceeveereeiieiiieiieee. $ 897,180 $ 1,001,031 $ 1,082,481 $ 1,132,816 $ 1,174,470 $ 1,217,780 $ 1,252,281
Transportation
General Fund. 6,013 $ 6,165 $ 6,114 $ 6,130 $ 6,143 $ 6,159 $ 6,175
Lottery Fund........... 177,418 181,882 178,882 178,882 178,882 178,882 178,882
Motor License FUNG...........coceveverereireiereieeieeieiens 1,813,946 1,912,152 1,861,091 1,914,801 1,900,240 1,897,994 1,896,789
Department Total.........cccceeieeriiiiieiieiieeee. $ 1,997,377 $ 2,100,199 $ 2,046,087 $ 2,099,813 $ 2,085,265 $ 2,083,035 $ 2,081,846
Legislature
General FUNG........ocvinrnriessesissse s $ 229,906 $ 229,760 $ 304,416 $ 307,462 $ 310,538 $ 313,644 $ 316,780
Judiciary
General FUN........oc.vvvviiniiniieieiesie e $ 317,432 $ 342,432 $ 364,633 $ 367,761 $ 370,917 $ 374,108 $ 377,326
Government Support Agencies
General FUN........covvvmviniiesiesiesiesesiesseseesssens $ 34,902 $ 34,902 $ 50,164 $ 50,664 $ 51,171 $ 51,682 $ 52,198
COMMONWEALTH TOTALS:
General $ 29,152,763 $ 30,558,597 $ 32,727,800 $ 34,096,583 $ 35,282,048 $ 36,363,380 $ 37,426,342
Lottery 1,939,385 1,826,499 1,822,856 1,826,381 1,838,898 1,847,899 1,856,569
Motor License 2,609,212 2,801,152 2,832,171 2,939,862 2,960,013 2,990,563 3,015,538

GRAND TOTAL...coiiiiiiiiiiiciiicciee i $ 33,701,360 $ 35,186,248 $ 37,382,827 $ 38,862,826 $ 40,080,959 $ 41,201,842 $ 42,298,449
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Overview and Summaries

General and Special Funds

This table shows a summary by Commonwealth Programs of 2014-15 expenditures, the 2015-16 amounts
available, the 2016-17 amounts budgeted and future year estimates for the General Fund and selected Special

Funds.
Seven Year Commonwealth Program Summary
(Dollar amounts in Thousands)

2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
Commonwealth Program Actual Available Budget Estimated Estimated Estimated Estimated
Direction and Supportive Services.................. $ 1,320,221 $ 1,365,081 $ 1,417,351 $ 1,437,994 $ 1,464,466 $ 1,460,128 $ 1,475,986
Protection of Persons and Property................. 4,148,759 4,431,516 4,769,649 4,905,525 5,047,741 5,209,259 5,363,106
EdUCALION. .......veiiiiiee it 11,913,224 12,616,429 13,226,102 13,925,954 14,501,370 14,978,798 15,367,458
Health and Human Services..............cccovvvunnen. 12,966,161 13,167,103 14,222,165 14,725,876 15,164,488 15,618,900 16,094,513
Economic Development............cccceeeeiiivnenn.. 264,031 338,874 364,418 365,441 366,508 367,596 368,738
Transportation ...........ccceeeevveeeeiieeeiieeeciieeenns 1,860,589 1,951,351 1,886,610 1,939,989 1,929,616 1,924,527 1,923,518
Recreation and Cultural Enrichment............... 112,863 161,088 225,900 227,318 228,750 230,195 231,656
Debt SEIVICE.....coiiviiiieeeeeiiiiie e 1,115,512 1,154,806 1,270,632 1,334,729 1,378,020 1,412,439 1,473,474

GENERAL FUND AND SPECIAL
FUNDS TOTAL...cooiiieeiiiie e $ 33,701,360 $ 35,186,248 $ 37,382,827 $ 38,862,826 $ 40,080,959 $ 41,201,842 $ 42,298,449
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Overview and Summaries

Distribution of the Commonwealth Dollar

GENERAL FUND AND
SPECIAL FUNDS

2016-17 Fiscal Year

(Dollar Amounts in Thousands)

T :{:.;.:_:E.;ﬂ: - B S ETEEY
) THE: UNTY

THIS NOTE IS LEGAL TEN
FOR ALL DEBTS, PUBLIC AND

Health and Human Services
$14,222,165 38.0%

Education $13,226,102 35.5%

Protection of Persons and Property $4,769,649 12.8%

Transportation $1,886,610 5.1%

Direction and Supportive Services $1,417,351 3.8%

Debt Service $1,270,632 3.4%

TOTAL $37,382,827

Economic Development $364,418 1.0%

Recreation and Cultural Enrichment $225,900 0.6%
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Overview and Summaries

General Fund

This table shows a summary by Commonwealth Program of 2014-15 expenditures, the 2014-16 amounts

available, the 2016-17 amounts budgeted and future year estimates.

Seven Year Commonwealth Program Summary

(Dollar amounts in Thousands)

2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
Actual Available Budget Estimated Estimated Estimated Estimated

Commonwealth Program
Direction and Supportive Services.......... $ 739,722 % 769,076 $ 861,345 $ 865,704 $ 883,261 $ 872,194 $ 881,332
Protection of Persons and Property........ 3,304,933 3,496,335 3,765,005 3,862,759 3,977,806 4,103,874 4,231,913
Education..........cccooeiieninniiieeee e 11,912,124 12,615,329 13,225,002 13,924,854 14,500,270 14,977,698 15,366,358
Health and Human Services................... 11,724,032 12,047,791 13,062,145 13,575,305 14,007,002 14,458,927 14,932,373
Economic Development.............cccoceenen. 262,958 337,801 363,345 364,368 365,435 366,523 367,665
Transportation ...........ccoeeeeeeeneereesineenes 4,605 4,612 4,608 4,609 4,606 4,607 4,608
Recreation and Cultural Enrichment....... 105,863 154,088 218,900 220,318 221,750 223,195 224,656
Debt Service........cooovevieniiiiieieeeeee 1,098,526 1,133,565 1,227,450 1,278,666 1,321,918 1,356,362 1,417,437
GENERAL FUND TOTAL......cooiiieeiiieenne $ 29,152,763 $ 30,558,597 $ 32,727,800 $ 34,096,583 $ 35,282,048 $ 36,363,380 $ 37,426,342
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GENERAL FUND

2016-17 Fiscal Year

i Income
Y 'Pil]‘:‘ [‘Tk Y] (Dollar Amounts in Thousands)
S TOTAL INCOME................ $34,033,675
Refunds......cccccooiiiiiinnnnn —-1,325,000
Beginning Balance............ 31,233
TOTAL .o $32,739,908

Personal IncomeJ
$13,967,375 41.1%

Consumption $12,492,400 36.7%
Business $5,353,700 15.7%

Other Taxes $1,634,900 4.8%

Non-Tax Revenue $585,300 1.7% —

Outgo
(Dollar Amounts in Thousands)
TOTAL OUTGO .......... $ 32,727,800
Budget Stabilization

Reserve Fund .......... 3,027
Plus Ending Surplus .... 9,081
TOTAL oo $ 32,739,908

Education $13,225,002 40.4%J J
Health and Human Services $13,062,145 39.9%

Protection of Persons and Property $3,765,005 11.5%

Debt Service $1,227,450 3.8%

Direction and Supportive Services $861,345 2.6% —

Economic Development $363,345 1.1% —

Other Programs $223,508 0.7% —
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Overview and Summaries

USE OF THE
GENERAL FUND
DOLLAR

2016-17 Fiscal Year

Grants and Subsidies 76.0¢

Institutional 10.9¢ J

General Government 9.3¢

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 with 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.

The Anti-Drug Abuse and Workforce Innovation and Opportunity programs
have also been included because the federal government provides flexibility on
the activities eligible for funding.

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 2015-16 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 2016-17 is a preliminary
proposal. Opportunities for public review and comment may result in
modifications to the proposed distribution.
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Overview: Federal Block Grants

Summary of
Federal Block Grants

This table shows a summary by federal block grant of 2014-15 expenditures, 2015-16 available and 2016-17 amounts
budgeted as presented in the 2016-17 Governor's Executive Budget.

(Dollar Amounts in Thousands)

2014-15 2015-16 2016-17

Actual Available Recommended
Block Grant Block Grant Block Grant

Anti-Drug ADUSE.......cccvvviiriiieeiiiiene $ 20,800 $ 17,600 $ 17,600
Child Care and Development Fund 373,407 399,846 422,194
COMMUNILY SEIVICES....ciiiiiiiiiiiiiiee ettt ea e 31,007 41,607 51,607
Low-Income Home Energy AssiStance............cccoccuvveeee... 388,000 396,500 396,500
Maternal and Child Health Services........ccccccvvvvvvvvvvvvnnnns 32,507 32,539 32,539
Mental Health SErviCes........ccooeveeiiiiiiiiiieeeeeieee e, 20,861 18,539 18,539
Preventive Health and Health Services............................ 9,100 11,236 11,233
SOCIAl SEIVICES.....cceeeevieeee e 96,060 96,060 96,060
SUDSTANCE ADUSE.....coiiiiiiieieiccec e, 64,785 67,664 67,664
Temporary Assistance to Needy Families........................ 609,863 606,116 593,597
Workforce Innovation and Opportunity...........ccccceeeeeevnnnns 240,900 240,000 240,000
TOTAL oo $ 1,887,290 $ 1,927,707 $ 1,947,533
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Overview: Federal Block Grants
Anti-Drug Abuse

The Justice Assistance Grant program provides funding 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 Residential Substance Abuse Treatment program is intended to assist state and local governments in developing and
implementing residential substance abuse treatment programs within state and local correctional facilities in which prisoners are
incarcerated for a period of time sufficient to permit substance abuse treatment.

(Dollar Amounts in Thousands)

2014-15 2015-16 2016-17
Actual Available Recommended
Department / Appropriation Block Grant Block Grant Block Grant
Executive Offices:
Commission on Crime and Delinquency
Justice ASSIStANCE GrantsS............eeieeeiieieeee e $ 18,000 $ 15,000 $ 15,000
Justice Assistance Grants — Administration........................... 1,500 1,300 1,300
Residential Substance Abuse Treatment Program................. 1,300 1,300 1,300
S]] 0] (0] = | $ 20,800 $ 17,600 $ 17,600
Corrections and Rehabilitation:
JAG — Culinary Program (EA)........cccveeeeveeeeeeeeeeeeeeenenennnns $ 40° $ 0 $ 0
RSAT — State Prisoners (EA)........cccoeeeeveeeeieeeeeieieaeseanens 570 @ 750 @ 750 @
State Intermediate Punishment - HOPE Research (EA)......... 131° 69 ? 0
SUBLOtAL ...cceiiiieccce e $ 0 $ 0 $ 0
State Police:
Law Enforcement Projects (EA) 1,186 2 1,270 2 3,055 2
SUBLOLAL ...t $ 0 $ 0 $ 0
TOTAL e $ 20,800 $ 17,600 $ 17,600

a Subgrants not added to total to avoid double counting.
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Overview: Federal Block Grants

Child Care and Development Fund

The Personal Responsibility and Work Opportunity Reconciliation Act of 1996 created this block grant, which provides
funding 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)

2014-15 2015-16 2016-17
Actual Available Recommended
Department / Appropriation Block Grant Block Grant Block Grant
Executive Offices:
Inspector General - Welfare Fraud
CCDFBG — Subsidized Day Care Fraud...................... $ 905 $ 905 $ 905
Human Services:
CCDFBG — AdMINiStration...........ccceveeeviieniieesiieesineens $ 16,723 $ 21,840 $ 22,895
CCDFBG — Child Care ServiCes.......cccccevvavuevieeeeaaannne 210,889 244,856 265,268
CCDFBG — SChool AQe.....ccoiuviiiiiiieieiiiiee e 1,260 1,260 1,260
CCDFBG — Child Care Assistance..........ccccccceeeeeninns 143,630 130,985 131,866
SUDOtAL. e $ 372,502 $ 398,941 $ 421,289
TOTAL oottt $ 373,407 $ 399,846 $ 422,194

Community Services

This block grant provides funding 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. 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)

2014-15 2015-16 2016-17
Actual Available Recommended
Department / Appropriation Block Grant Block Grant Block Grant
Community and Economic Development:
CSBG — AdMINistration..........ccouuueeieeiieeeeee e $ 1,507 $ 1,607 $ 1,607
Community Services Block Grant...........ccccccceeeeeeiiinnee, 29,500 40,000 50,000
TOTAL. s $ 31,007 $ 41,607 $ 51,607
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Overview: Federal Block Grants
Low-Income Home Energy Assistance

This block grant provides funding 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)

2014-15 2015-16 2016-17
Actual Available Recommended
Department / Appropriation Block Grant Block Grant Block Grant
Community and Economic Development:
LIHEABG — Administration............ccceeevcveeeeiiveeee i $ 1,000 $ 1,500 $ 1,500
LIHEABG — Weatherization Program..............ccceeeeee... 40,000 48,000 48,000
SUBLOtAL .ceeeeee e $ 41,000 $ 49,500 $ 49,500
Human Services:
LIHEABG — Administration............cccceeevcveeeeiieeee e $ 27,000 $ 27,000 $ 27,000
LIHEABG — Low-Income Families and Individuals...... 320,000 320,000 320,000
SUBLOtAl oo $ 347,000 $ 347,000 $ 347,000
TOTAL. e $ 388,000 $ 396,500 $ 396,500

Maternal and Child Health Services

This block grant provides funding 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, such as outreach, promotional costs, laboratory supplies and help line services.

(Dollar Amounts in Thousands)

2014-15 2015-16 2016-17
Actual Available Recommended
Department / Appropriation Block Grant Block Grant Block Grant
Health:
MCHSBG — Administration and Operation................... $ 15,472 $ 14,404 $ 14,641
MCHSBG — Program SerViCes..........ccccvvvveereeeeeesiinnnnn, 17,035 18,135 17,898
TOTAL. e $ 32,507 $ 32,539 $ 32,539
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Overview: Federal Block Grants

Mental Health Services

This block grant provides funding 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)

2014-15 2015-16 2016-17
Actual Available Recommended
Department / Appropriation Block Grant Block Grant Block Grant
Human Services:
MHSBG — Administration..............ccceeeeeeiivieeeeciiee e, $ 461 $ 539 $ 539
MHSBG — Community Mental Health Services............ 20,400 18,000 18,000
TOTAL. e $ 20,861 $ 18,539 $ 18,539

Preventive Health and Health Services

This block grant provides funding for preventive health services. Programs include activities to promote improvements in
health status through achievement of the National Year 2020 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 supports efforts to eliminat 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)

2014-15 2015-16 2016-17
Actual Available Recommended
Department / Appropriation Block Grant Block Grant Block Grant
Education
Preventive Health and Health Services (EA).................... $ 250 2 $ 250 2 $ 0
Health:
PHHSBG — Administration and Operation................... $ 1,941 $ 4,456 $ 4,561
PHHSBG — Block Program Services..........ccccceeeeeeeennn. 7,159 6,780 6,672
SUDOtAL. e $ 9,100 $ 11,236 $ 11,233
Human Services:
PHHSBG — Domestic Violence (EA).......c..cccceveune... $ 100 ? $ 100 ? $ 100 ?
TOTAL. et $ 9,100 $ 11,236 $ 11,233

a Subgrant not added to total to avoid double counting.
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Overview: Federal Block Grants

Social Services

This block grant provides funding 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 Human Services. These federal
allocations serve to augment state appropriations, thereby increasing the total level of services provided.

In addition to funds received directly through this 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)

2014-15 2015-16 2016-17

Actual Available Recommended

Department / Appropriation Block Grant Block Grant Block Grant

Human Services:

SSBG — Administration..........ccccceeveeenvvenneennn $ 325 $ 325 $ 325
SSBG — County Assistance Offices 6,262 6,262 6,262
SSBG — Basic Institutional Programs.............cccccccoue. 10,000 10,000 10,000
SSBG — Community Mental Health Services............... 10,366 10,366 10,366
SSBG — Community ID Services........ccocccveeeeeiiicivvnennnn. 7,451 7,451 7,451
SSBG — Child Welfare.........cccveeiiiiiiiieeee 12,021 12,021 12,021
SSBG — Child Care ServiCes..........ccceevviieeeiiiinieennne, 30,977 30,977 30,977
SSBG — Domestic Violence Programs...........ccccccovunee. 5,705 5,705 5,705
SSBG — Rape Crisis................ 1,721 1,721 1,721
SSBG — Family Planning 2,000 2,000 2,000
SSBG — Legal Services........cocovvvveeeeeiiiiiiiieieee e 5,049 5,049 5,049
SSBG — HOMEIESS SErIVICES......coveeeeeeiviiieeeeeeveiieeaeenns 4,183 4,183 4,183
TOTAL. i $ 96,060 $ 96,060 $ 96,060

Substance Abuse

This block grant provides funding 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 Amounts in Thousands)

2014-15 2015-16 2016-17
Actual Available Recommended
Department / Appropriation Block Grant Block Grant Block Grant
Corrections and Rehabilitation:
SABG — Drug and Alcohol Programs (EA)................... $ 1,965 $ 1,965 ? $ 1,965 @
Drug and Alcohol Programs:
SABG — Administration and Operation........................ $ 7,640 $ 7,858 $ 8,193
SABG — Drug and Alcohol Services...........ccccvveeeeeeennnn. 53,197 59,806 59,471
SUBLOAL ..ceeiiiiieeiieie e $ 60,837 $ 67,664 $ 67,664
Health:
SABG — DDAP Support Services (EA).......c..ccoeveun... $ 446 2 $ 364 2 $ 181 2
Human Services:
SABG — Homeless Services (EA).......cccoevevveeeeannane. $ 1,983 $ 1,983 ° $ 1,983 ¢
TOTAL. ettt $ 64,785 $ 67,664 $ 67,664

a Subgrant not added to total to avoid double counting.
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Overview: Federal Block Grants
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 program. 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, funding 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)

2014-15 2015-16 2016-17
Actual Available Recommended
Department / Appropriation Block Grant Block Grant Block Grant
Executive Offices:
Inspector General - Welfare Fraud
TANFBG — Program Accountability.............ccccccceveeenns $ 1,500 $ 1,500 $ 1,500
Education:
TANFBG — Teenage Parenting Ed. (EA).........c.ccocu..... $ 11,094 2 $ 11,094 @ $ 11,094 2
Labor and Industry:
TANFBG — Youth Employment and Training............... $ 15,000 $ 25,000 $ 25,000
Human Services:
TANFBG — AdMINistration............cceeceeeeriveeeesineeesnnee. $ 8,123 $ 8,810 $ 8,810
TANFBG — Information Systems 9,327 9,339 14,417
TANFBG — Statewide........cccccevvevveeviiereeiinennn 1,072 1,072 1,072
TANFBG — County Assistance Offices........cccccceeeiinns 46,490 53,033 48,654
TANFBG — New DirecCtions.......cc.ccovevereeiieieeeeneinee e 121,893 109,522 109,522
TANFBG — Cash Grants........cccoocvveeiiieieiiiiiee e 319,393 308,975 288,975
TANFBG — Alternatives to Abortion...........ccceeevvuneeeenen. 1,000 1,000 1,000
TANFBG — Child Welfare..........cccccovvieiiiieeeiniccen, 58,508 58,508 58,508
TANFBG — Child Care Assistance............cccceeevvvuneenne. 27,557 29,357 36,139
SUBLOTAL ..ceeiiiiieeeiiee e $ 593,363 $ 579,616 $ 567,097
TOTAL. ettt $ 609,863 $ 606,116 $ 593,597

a Subgrant not added to total to avoid double counting.
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Overview: Federal Block Grants
Workforce Innovation and Opportunity

The Workforce Innovation and Opportunity Act of 2014 supersedes the Workforce Investment Act of 1998. WIOA retains
and amends the Adult Education and Family Literacy Act, the Wagner-Peyser Act, and the Rehabilitation Act of 1973. The
act took affect on July 1, 2015, however current state and local plan provisions and current performance accountability
systems continue to apply for the first full program year. WIOA continues the three main program components: adult, youth
and dislocated workers. The adult program improves the quality of the workforce, reduces welfare dependency and
enhances the productivity and competitiveness of the nation’s economy by providing workforce investment activities that
increase the employment, retention and earnings of participants, and increases 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 transition to careers and
productive adulthood. The dislocated worker program shares the same 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.

(Dollar Amounts in Thousands)

2014-15 2015-16 2016-17
Actual Available Recommended
Department / Appropriation Block Grant Block Grant Block Grant

Labor and Industry:
Workforce Innovation and Opportunity Act — $ 11,000 $ 11,000 $ 11,000
Administration..........cccceeeeeeeeeieieeeeeen.

WIOA — Adult Employment & Training 50,000 50,000 50,000
WIOA — Youth Employment & Training..........ccccceeeen. 52,000 52,000 52,000
WIOA — Statewide ACHVItIES.......cccvveeriiireeiiieee e 18,000 18,000 18,000
WIOA — Dislocated WoOrkers...........ocveveiviieeeiiiecennnn 109,000 109,000 109,000
WIOA — Veterans Employment and Training............... 900 0 0

TOTAL ettt $ 240,900 $ 240,000 $ 240,000
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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 over 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)

2015-16 2016-17

Estimate Estimate

GOVEINOI'S OffiCE.....eitieitie ettt et esree s $896 $900
Executive Offices.... 347 350
Lt. GOVEINOI'S OffiCE. . uuieiiiiie ettt e e e e e e e e snsae e e snnreeeennnes 120 125
Yo [0 Lo T USSR U O PP RUUPRTRUPPRRIN 360 376
AGEICUIIUI. ...ttt e e et e e et e e e sta e e e srnteeeesaeeeeannaeeeannnen 338 338
Banking and SECUMLIES. .......coiuuiieiiiie ettt 362 403
Civil Service Commission 69 71
Community and ECONnomic DeVElOPMENL..........ccuiiiiiiiiiiiiie et 332 344
Conservation and Natural RESOUICES..........cccuuiieiiiieeiiiieeeeiieeeesereeesteeeesneneeeennenees 371 380
Corrections and Rehabilitation 198 269
Probation and Parole BOArd.............ccoouiireiiiiieeiiiiie e ciiee e esiee et 320 320
[0 0o (o] o FO USSP UUPTPPPNY 382 390
Emergency Management AQENCY.........ocuieeiirieiiririeeireee e erree e e e e 245 255
Environmental ProteCHON. .........eeiiii it e e 2,224 2,291
Fish and Boat Commission. 230 230
GaAME COMMISSION.....cciiiiiiiiii et e et et e e e e e e e e e e e e s e et aa e e e e e e e e s sebabbereaaaeeaaas 483 515
GENETAl SEIVICES......utiiiiiiiie e ettt et e se e e et e e st e e st e e e et e e e e sseeeeesnneeeeesees 132 138
HEAIN. ... ..ottt e e e e e et e e et e e e rae e e e eareeaan 1,062 1,083
Historical and Museum Commission 125 146
Human Services.. 674 787
LIS U = o] PRSP 3,531 3,545
Labor @nd INAUSIIY........eeiieiiii et ettt e e e e e be e e e nes 637 632
LiquOr CONtrol BOAID..........eeiiiiiiieiiiiieiee et 448 25
Military and Veterans AffairS. .........oooiiii e 315 344
Milk Marketing Board....... 8 8
Public Utility Commission 290 295
LRV 11 = SRR 574 606
3,038 2,353

427 446

4,643 4,715

TOTAL $23,181 $22,680

---- Lottery sales promotion - $44 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 2016-17. These expenditures are expected to
generate approximately $4.12 billion in lottery sales during 2016-17.

---- Economic development - A total of $4.3 million is budgeted in the General Fund to promote tourism and economic development. This will
contribute to an estimated $41.2 billion in 2016-17 business and leisure travel revenues to Pennsylvania and supports the State’s aggressive
effort to preserve and create jobs.
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Governor’s Executive Budget

PROGRAM
BUDGET
UMMARY

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 B3 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. The General
Fund and Special Funds beginning and ending balances are based on their respective financial statements
found in section A2.

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 comprises 98 percent of annual General Fund revenue. The largest sources of
non-tax revenue are profit transfers from the Pennsylvania Liquor Control Board, the escheats or
“unclaimed property” program and licenses and fees charged by state agencies. 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 two Special Funds contributing revenue to the commonwealth operating
program. Additional information on Special Fund revenue sources can be found in section C.

Federal Funds — All monies received from the federal government are deposited into the State Treasury
and must be appropriated. The Department of Human Services 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 in section C 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 B4 and B5. More detailed expenditure breakdowns by program category and subcategory are
shown on pages B6 through B14.

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)

2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
Actual Available Budget Estimated Estimated Estimated Estimated
BEGINNING BALANCES
General Fund ........ccoocevvieveicnieen 80,631 $ 205,843 $ 31,233 % 9,081 $ 6,204 $ 112,298 $ 352,420
Adjustment to Beginning Balance........... 3,114 500 0 0 0 0 0
Adjusted Beginning Balance................... 83,745 $ 206,343 $ 31,233 $ 9,081 $ 6,204 $ 112,298 $ 352,420
Special FUNAS ......coovvvieiieiiiciceieeis 306,969 $ 145,139 $ 75,230 $ 41,353 $ -41,740 $ -127,601 $ -205,913
Adjustment to Beginning Balance. 0 0 75,000 0 0 0 0
Adjusted Beginning Balance................... 306,969 $ 145,139 $ 150,230 $ 41353 $ -41,740 $ -127,601 $ -205,913
REVENUES
General Fund:
Corporation Taxes........ccceeevveeerieeennnne 5,116,898 $ 5,149,600 $ 5,353,700 $ 5,475300 $ 5,564,500 $ 5,670,900 $ 5,730,800
Personal Income Tax.. 12,107,376 13,002,187 13,967,375 14,661,375 15,463,675 16,289,975 17,157,575
Sales and Use Tax............ 9,493,107 9,863,000 10,628,600 11,094,100 11,498,800 11,858,300 12,118,100
All Other Revenues/Taxes 3,875,104 3,523,700 4,084,000 4,204,100 4,238,600 4,251,800 4,248,100
Less Refunds.......... -1,340,000 -1,355,000 -1,325,000 -1,339,100 -1,340,000 -1,350,000 -1,360,000
Total General Fund...........ccccoooeeninenne 29,252,485 $ 30,183,487 $ 32,708,675 $ 34,095,775 $ 35425575 $ 36,720,975 $ 37,894,575
Special FUNdS........ccoovevieiieiiiiiciienis 4,334,730 4,547,942 4,546,150 4,683,150 4,713,050 4,760,150 4,803,050
Federal Funds. 24,810,668 26,566,102 27,796,397 28,310,317 29,048,614 29,777,034 30,552,521
Other FUNAS.......ccovveriiiieiie e 13,378,147 14,667,193 14,989,094 14,979,676 15,128,970 15,289,684 15,412,578
Total Revenues
and Balances.........ccoocevveericnnennnn, 72,166,744 $ 76316206 $ 80,146,779 $ 82119352 $ 84280673 $ 86532540 $ 88,809,231
PROGRAM EXPENDITURES
Direction and Supportive
SEIVICES....viiitieitiesiie ettt 1,727,181 $ 1,746,823 $ 1,811,224 $ 1,837,422 $ 1,869,239 $ 1,870,775 $ 1,867,644
Protection of Persons and
Property......cccooiviiniiie e 8,570,255 9,264,419 9,634,652 9,847,170 10,061,302 10,307,030 10,550,264
EdUucation........c.ccoveereeneenie e 15,314,072 16,248,000 17,150,054 17,809,511 18,385,655 18,859,528 19,248,524
Health and Human Services.. 35,232,063 37,101,532 39,507,467 40,440,369 41,631,814 42,830,659 44,095,250
Economic Development... 2,201,486 2,217,106 2,317,303 2,324,415 2,325,747 2,327,103 2,328,515
Transportation..........c.ccevevevveneenns 7,007,133 7,933,480 7,717,122 7,794,211 7,835,878 7,870,107 7,902,665
Recreation and Cultural Enrichment....... 629,519 660,775 671,900 683,129 690,457 696,475 701,176
Debt Service.......oovvveviieniiiiieieie 1,208,466 1,247,408 1,358,596 1,416,592 1,458,451 1,506,883 1,569,510
Less General Fund Lapses. -90,974 -200,000 0 0 0 0 0
Less Special Fund Lapses........ -52,037 30,200 0 0 0 0 0
Total Operating Expenditures..... 71,747,164 $ 76,249,743 $ 80,168,318 $ 82,152,819 $ 84,258,543 $ 86,268,560 $ 88,263,548
Transfer to Budget Stabilization
Reserve Fund.........cccoooeeviieiiinenen -68,614 0 -3,027 -2,069 -37,433 -117,473 -205,163
ENDING BALANCES
General Fund.........ccoocevvvienieienienenn 205,827 $ 31,233 $ 9,081 $ 6,204 $ 112,298 $ 352,420 $ 615,490
Special Funds ........cccceevveviiiiiniiciice 145,139 $ 75,230 $ 41,353 $ -41,740 $ -127,601 $ -205,913 $ -274,970
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Program Budget Summary

Seven Year Summary of Commonwealth Programs

The following is a summary for the seven Commonwealth Programs of 2014-15 actual expenditures, 2015-16 amounts available, 2016-17
amounts budgeted and future year estimates for all the operating funds and capital bond authorizations as presented in the 2016-17 Governor's
Executive Budget. A breakdown of each Commonwealth Program by Category and Subcategory is shown on subsequent pages.

(Dollar Amounts in Thousands)

2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
Available Budget Estimated Estimated Estimated Estimated
Direction and Supportive Services
General Fund..........ccccoevee $ 739,722 769,076 861,345 $ 865,704 $ 883,261 $ 872,194 $ 881,332
Special Funds..........coo..... 580,499 596,005 556,006 572,290 581,205 587,934 594,654
Federal Funds.............cc...... 25,917 15,353 15,768 16,194 16,634 17,088
Other Funds..........ccceevenne 387,476 355,825 378,520 383,660 388,579 394,013 374,570
Total Operating................... $ 1,727,181 1,746,823 1,811,224 $ 1,837,422 $ 1,869,239 $ 1,870,775 $ 1,867,644
Protection of Persons and Property
General Fund..........ccccevuee $ 3,304,933 3,496,335 3,765,005 $ 3,862,759 $ 3,977,806 $ 4,103,874 $ 4,231,913
Special Funds..... 843,826 935,181 1,004,644 1,042,766 1,069,935 1,105,385 1,131,193
Federal Funds.... 715,990 812,881 795,351 798,229 790,534 784,428 779,326
Other Funds.........ccccecveeenne 3,705,506 4,020,022 4,069,652 4,143,416 4,223,027 4,313,343 4,407,832
Total Operating..........cccc..... $ 8,570,255 9,264,419 9,634,652 $ 9,847,170 $ 10,061,302 $ 10,307,030 $ 10,550,264
Education
General Fund..........cccceenee $ 11,912,124 12,615,329 13,225,002 $ 13,924,854 $ 14,500,270 $ 14,977,698 $ 15,366,358
Special Funds 1,100 1,100 1,100 1,100 1,100 1,100 1,100
Federal Funds.............c...... 2,346,311 2,381,148 2,383,111 2,381,062 2,381,069 2,377,077 2,377,084
Other Funds..........cccocveeenne 1,054,537 1,250,423 1,540,841 1,502,495 1,503,216 1,503,653 1,503,982
Total Operating................... $ 15,314,072 16,248,000 17,150,054 $ 17,809,511 $ 18,385,655 $ 18,859,528 $ 19,248,524
Health and Human Services
General Fund............cccee... $ 11,724,032 12,047,791 13,062,145 $ 13,575,305 $ 14,007,002 $ 14,458,927 $ 14,932,373
Special Funds..................... 1,242,129 1,119,312 1,160,020 1,150,571 1,157,486 1,159,973 1,162,140
Federal Funds.... 19,131,947 20,584,117 21,824,810 22,337,458 23,082,989 23,821,038 24,601,135
Other Funds.... 3,133,955 3,350,312 3,460,492 3,377,035 3,384,337 3,390,721 3,399,602
Total Operating..........cccc..... $ 35,232,063 37,101,532 39,507,467 $ 40,440,369 $ 41,631,814 $ 42,830,659 $ 44,095,250
Economic Development
General Fund............cceen. $ 262,958 337,801 363,345 $ 364,368 $ 365,435 $ 366,523 $ 367,665
Special Funds..... 1,073 1,073 1,073 1,073 1,073 1,073 1,073
Federal Funds.... 718,898 759,929 779,642 779,642 779,642 779,642 779,642
Other Funds..........cccocveeennee 1,218,557 1,118,303 1,173,243 1,179,332 1,179,597 1,179,865 1,180,135
Total Operating................. $ 2,201,486 2,217,106 2,317,303 $ 2,324,415 $ 2,325,747 $ 2,327,103 $ 2,328,515
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Program Budget Summary

Seven Year Summary of Commonwealth Programs

The following is a summary for the seven Commonwealth Programs of 2014-15 actual expenditures, 2015-16 amounts available, 2016-17
amounts budgeted and future year estimates for all the operating funds and capital bond authorizations as presented in the 2016-17 Governor's
Executive Budget. A breakdown of each Commonwealth Program by Category and Subcategory is shown on subsequent pages.

(Dollar Amounts in Thousands)

2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
Actual Available Budget Estimated Estimated Estimated Estimated
Transportation
General Fund..........cccceeuu.. $ 4,605 4,612 4,608 4,609 4,606 4,607 4,608
Special Funds..........cccc...... 1,855,984 1,946,739 1,882,002 1,935,380 1,925,010 1,919,920 1,918,910
Federal Funds..................... 1,819,231 1,941,246 1,941,246 1,941,246 1,941,246 1,941,246 1,941,246
Other Funds.........cc.cceeveene 3,327,313 4,040,883 3,889,266 3,912,976 3,965,016 4,004,334 4,037,901
Total Operating................... $ 7,007,133 7,933,480 7,717,122 7,794,211 7,835,878 7,870,107 7,902,665
Recreation and Cultural Enrichment
General Fund............ccceene. $ 105,863 154,088 218,900 220,318 221,750 223,195 224,656
Special Funds..... 7,000 7,000 7,000 7,000 7,000 7,000 7,000
Federal Funds.... 58,807 60,864 56,884 56,912 56,940 56,969 57,000
Other Funds.........ccccceeeene 457,849 438,823 389,116 398,899 404,767 409,311 412,520
Total Operating..........cccc..... $ 629,519 660,775 671,900 683,129 690,457 696,475 701,176
Debt Service
General Fund..........cccceeue. $ 1,098,526 1,133,565 1,227,450 1,278,666 1,321,918 1,356,362 1,417,437
Special Funds 16,986 21,241 43,182 56,063 56,102 56,077 56,037
Federal Funds.............c...... 0 0 0 0 0 0 0
Other Funds.........ccccccvveeene 92,954 92,602 87,964 81,863 80,431 94,444 96,036
Total Operating................... $ 1,208,466 1,247,408 1,358,596 1,416,592 1,458,451 1,506,883 1,569,510
Capital Bond Authorizations... $ 0% 0 $ 1,028,080 1,149,961 1,278,310 $ 1,416,554 $ 1,369,918
Program Total.........ccc.cccu... $ 1,208,466 $ 1,247,408 $ 2,386,676 2,566,553 2,736,761 $ 2,923,437 $ 2,939,428
COMMONWEALTH TOTALS
General Fund...........ccccu.. $ 29,152,763 30,558,597 32,727,800 34,096,583 35,282,048 36,363,380 37,426,342
Special Funds..................... 4,548,597 4,627,651 4,655,027 4,766,243 4,798,911 4,838,462 4,872,107
Federal Funds..................... 24,810,668 26,566,102 27,796,397 28,310,317 29,048,614 29,777,034 30,552,521
Other Funds 13,378,147 14,667,193 14,989,094 14,979,676 15,128,970 15,289,684 15,412,578
Total Operating..........cccc..... $ 71,890,175 $ 76,419,543 80,168,318 82,152,819 84,258,543 86,268,560 $ 88,263,548
Capital Bond Authorizations... $ 0% 0 $ 1,028,080 1,149,961 1,278,310 $ 1,416,554 $ 1,369,918
Program Total..........c..cc...... $ 71,890,175 $ 76,419,543 $ 81,196,398 83,302,780 85,536,853 $ 87,685,114 $ 89,633,466
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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 commonwealth programs can be attained. This commonwealth program supports the
administration's goals to streamline state government and achieve efficiencies. The Government that Works theme in the
Overview and Summaries section highlights the administration's priorities in this program area.

Centralized functions affecting all agencies comprise 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, departments of General Services and Revenue, Ethics Commission, Health Care Cost
Containment Council, 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)

2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
Actual Available Budget Estimated Estimated Estimated Estimated

Administrative and Support Services.........c..cceevevuernnne. $ 153,784 $ 169,389$ 176,078 $ 177,934 $ 179,611 $ 181,407 $ 183,318
EXECULIVE DIr€CHION. ......eeieiiiiee et 109,001 124,683 117,070 118,338 119,419 120,613 121,917
Personnel Selection...........ccccovvvieiiiciincc e, 1 1 1 1 1 1 1

Ethics Commission................. 2,090 2,371 2,433 2,457 2,482 2,507 2,532

eHealth Partnership Authority............coccoeeiiiee i 1,850 1,500 0 0 0 0 0
Legal Services........ccccoveenren. 3,230 3,222 3,700 3,737 3,774 3,812 3,850
Health Care Reporting..........ccceeueereeiiierie i sieesee e 2,710 2,710 2,710 2,737 2,764 2,792 2,820
Government Support AgENCIES........ccocveeeiiireeiiieeeniieeenes 34,902 34,902 50,164 50,664 51,171 51,682 52,198
Fiscal Management........cccceeieiiiieiii e 804,168 $ 828,270$ 805,774 $ 820,369 $ 840,929 $ 830,518 $ 840,147
Revenue Collection and Administration. 697,046 711,686 686,166 706,776 726,368 715,080 723,824
DiShUIrSEMENt......cciiiiiecie e 62,258 70,268 71,166 67,697 68,206 68,619 69,036
AUAIIING. . 44,864 46,316 48,442 45,896 46,355 46,819 47,287
Physical Facilities and Commodities Management...... $ 131,327 $ 136,637$ 130,051 $ 131,197 $ 132,356 $ 133,527 $ 134,709
Facility, Property and Commodity Management................ 131,327 136,637 130,051 131,197 132,356 133,527 134,709
Legislative ProCESSES.......ccoviiiieeieeciecie et $ 229,906 $ 229,760% 304,416 $ 307,462 $ 310,538 $ 313,644 $ 316,780
(I To 1 - L0 = T RS 229,906 229,760 304,416 307,462 310,538 313,644 316,780
Interstate Relations 1,036 $ 1,025% 1,032 $ 1,032 % 1,032 $ 1,032 $ 1,032
Interstate Relations............cceeeeeiiiiiiiieeec e, 1,036 1,025 1,032 1,032 1,032 1,032 1,032
PROGRAM TOTAL...ieiitiieeetee et $ 1,320221$ 1,365081$ 1417351$ 1,437994% 1464466% 1,460,128 $ 1,475,986
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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.
The Government that Works theme in the Overview and Summaries section highlights the administration's priorities in this
program area.

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 and Rehabilitation, Public Utility Commission, Liquor
Control Board, Pennsylvania Emergency Management Agency, 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

General Fund and Special Funds

(Dollar Amounts in Thousands)

2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
Actual Available Budget Estimated Estimated Estimated Estimated

General Administration and SUPPOrt........ccccveeveviernnne. $ 44978 $ 43,111$ 48,028 $ 48,254 $ 48,483 $ 48,715 $ 48,949
Criminal and Juvenile Justice Planning.............cccocoveveene 30,291 27,356 29,490 29,531 29,573 29,615 29,658
Environmental Support Services..........ccooveveeiieeneenineennn 14,687 15,755 18,538 18,723 18,910 19,100 19,291
Public Protection and Law Enforcement...........ccc......... $ 1126257$% 1,245556$% 1,338,633 % 1,390,268% 1,428,709 $ 1475849 $ 1,511,152
State POlICE.......o i 897,180 1,001,031 1,082,481 1,132,816 1,174,470 1,217,780 1,252,281
Attorney General.................... 92,289 95,677 96,675 97,628 98,590 99,561 100,543
Driver and Vehicle Services 136,788 148,848 159,477 159,824 155,649 158,508 158,328
Control and Reduction of Crime... ...$ 27289576% 2,418446% 2,610,774$ 2,694,337$ 2,788,769 $ 2,897,021 $ 3,009,568
Institutionalization of Offenders........ 2,133,548 2,251,201 2,440,989 2,518,196 2,606,023 2,707,409 2,812,821
Reintegration of Adult Offenders...........c.ccocveviiniiennennnn. 156,028 167,245 169,785 176,141 182,746 189,612 196,747
Juvenile Crime Prevention........cccoccveeieeeiiieesniee e, $ 21,745 % 21,931% 22,027 $ 22,058 $ 22,089 $ 22,120 $ 22,152
Reintegration of Juvenile Delinquents............ccccevevvennen. 21,745 21,931 22,027 22,058 22,089 22,120 22,152
Adjudication of Defendants..........ccccoooeeeniiiiiiieciiieene $ 317,432 $ 342,432% 364,633 $ 367,761 $ 370917 $ 374,108 $ 377,326
State Judicial SYSteM.......ccceiiiiiiiiiiie et 317,432 342,432 364,633 367,761 370,917 374,108 377,326
Public Order and Community Safety........ccccccoevrieeninnne $ 35,768 $ 34914% 35,700 $ 36,053 $ 36,409 $ 36,769 $ 37,132
Emergency Management..........ccccceevevirieeieee e 13,958 10,957 11,161 11,273 11,385 11,499 11,614
State Military Readingss...........cccceeviieeniiiieiniie e 21,810 23,957 24,539 24,780 25,024 25,270 25,518
Protection From Natural Hazards and Disasters.......... $ 126,801 $ 133,069 % 137,710 $ 139,043 $ 140,390 $ 141,749 $ 143,123
Environmental Protection and Management..................... 126,801 133,069 137,710 139,043 140,390 141,749 143,123
Consumer ProteCtion.......ccccceeeiviiiieiee e $ 150,852 $ 154,711% 171,921 $ 167,378 $ 171,200 $ 171,747 $ 172,111
Consumer Protection..........ccccceeeeiveeiieee i eeiieee e 11,149 11,972 12,153 10,154 10,140 10,327 10,326
Insurance Industry Regulation...........c..cccceevvevieereeveeennen. 0 0 7,000 7,000 7,000 7,000 7,000
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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)

2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
Actual Available Budget Estimated Estimated Estimated Estimated
Consumer Protection (Continued)
Protection and Development of Agricultural Industries...... 139,703 142,739 152,768 150,224 154,060 154,420 154,785
Community and Occupational Safety and Stability...... $ 26,094 $ 27,696$ 30,075 $ 30,124 $ 30,424 $ 30,726 $ 31,033
Community and Occupational Safety and Stability............ 23,897 25,288 27,501 27,526 27,802 28,079 28,361
Fire Prevention and Safety.........ccccoveveiiieeiniiee s 2,197 2,408 2,574 2,598 2,622 2,647 2,672
Prevention & Elimination of Discriminatory Practices. $ 9,256 $ 9,650% 10,148 $ 10,249 $ 10,351 $ 10,455 $ 10,560
Prevention & Elimination of Discriminatory Practices........ 9,256 9,650 10,148 10,249 10,351 10,455 10,560
PROGRAM TOTAL......oooiiiiiiie $ 4148759% 4,431516% 4,769,649 $

4905525% 5047,741% 5209259 $ 5,363,106
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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 Schools that Teach and the Jobs that Pay themes in the Overview and Summaries section
highlight 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 Human Services, Revenue 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)

2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
Actual Available Budget Estimated Estimated Estimated Estimated

Educational SUpPpOrt SErviCes.......cccooeeiieiieiiieiieiieene $ 27,534 % 28,088% 30,496 $ 30,761 $ 31,029 $ 31,299 $ 31,572
Education Support ServiCes..........cccoovvvriieiieiiiniinsee 27,534 28,088 30,496 30,761 31,029 31,299 31,572
BasiC EAUCAtiON........cciiieeeiiie e $ 10,278,829 $ 10,959,831$% 11,504,877 $ 12,090,342$ 12,579,274 $ 13,056,432 $ 13,444,819
PreK-12 EdUCALiON.........ccoiiiiieeieesiee e 10,260,943 10,941,051 11,487,082 12,071,658 12,559,656 13,035,833 13,423,190
Public Utility Realty Payments...........ccccovvvviivenieenieesinene, 17,886 18,780 17,795 18,684 19,618 20,599 21,629
Higher EdUCation..........ccociiiiiiiiieeee e $ 1606861$% 1628510 1,690,729 % 1,804,851$% 1,891,067$ 1,891,067 $ 1,891,067
Higher Education.... reee 1,215,386 1,274,947 1,337,066 1,401,188 1,487,404 1,487,404 1,487,404
Financial Assistance to Students............cccocvvevieiiienieen, 364,840 326,928 327,028 377,028 377,028 377,028 377,028
Financial Assistance to INstitutions...............cccccvvveeeeeienn, 26,635 26,635 26,635 26,635 26,635 26,635 26,635

PROGRAM TOTAL ..ot $ 11913224$ 12,616,429% 13,226,102 $ 13,925954$ 14,501,370 $ 14,978,798 $ 15,367,458
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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 Government that Works 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, Human Services and Drug and Alcohol

Programs 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)

2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
Actual Available Budget Estimated Estimated Estimated Estimated

Human Services SUPPOIt......cccooviriireiieienenieie e $ 151,354 $ 168,372$ 181,672 $ 177,189 $ 178,961 $ 180,750 $ 182,557
Human Services SUPPOTt.......cccvrverririeeerieeieneeeesre e, 151,354 168,372 181,672 177,189 178,961 180,750 182,557
Social Development of Individuals..........cccccoveveciniinenn, $ 1738787% 1547,479% 1,765178$% 1774024% 1,781,630% 1,789,804 $ 1,798,751
HUM@N SEIVICES.....ueiiiiiieiecieeeeeere e 1,204,942 1,080,172 1,282,606 1,287,927 1,290,705 1,293,594 1,296,599
Child DEVEIOPMENL........ciuieiiiiieiisieeieseee e 533,845 467,307 482,572 486,097 490,925 496,210 502,152
Support of Older Pennsylvanians.........cccccocevverierieennnns $ 765,571 $ 824,663% 866,971 $ 857,522 $ 864,437 $ 866,924 $ 869,091
Community Services for Older Pennsylvanians.. 332,321 349,463 357,071 359,122 362,637 366,324 370,191
Homeowners and Renters Assistance................ 278,250 285,200 289,900 268,400 266,800 265,600 263,900
Pharmaceutical ASSIStance............ccocveverieneneencseenennenn 155,000 190,000 220,000 230,000 235,000 235,000 235,000
INncome MaiNteNaNCE........cceveeieiinice e $ 583,532 $ 591,525% 620,038 $ 644,714 $ 649,134 $ 653,599 $ 658,108
INCOMeE MAINtENANCE.........eiiviirerieiee e 565,371 574,049 599,474 623,850 628,270 632,735 637,244
Workers Compensation and Assistance 1,477 1,316 1,089 1,089 1,089 1,089 1,089
Military Compensation and Assistance..............ccccooceeune. 16,684 16,160 19,475 19,775 19,775 19,775 19,775
Physical Health Treatment...........ccccccoveevieiieiiiciie s $ 7422857% 7532,186% 8124180% 8476,251% 8,806,236 $ 9,152,538 $ 9,516,122
Medical Assistance 5,153,454 5,045,948 5,354,301 5,472,777 5,676,978 5,889,121 6,109,521
LONG-TErM LiVING.....cieeierreriienieniieee e, 1,925,789 2,123,452 2,385,817 2,614,326 2,734,849 2,863,562 3,001,112
Health Treatment Services..........cccoviveeiiieeeniiie e 13,659 12,150 12,227 12,227 12,227 12,227 12,227
Health SUPPOIt SEIVICES.......cccuiiiiiiiiiiiciieeseceee e 44,365 48,931 51,843 52,362 52,885 53,415 53,949
Health Research...........c.ccooiviiviiiie e 12,525 6,269 7,395 7,469 7,544 7,619 7,695
Emergency FOod ASSIStanCe..........cccevvuveeiieeeesiiee e 19,517 20,517 22,517 22,517 22,517 22,517 22,517
Prevention and Treatment of Drug and Alcohol Abuse..... 41,860 48,101 47,614 47,628 47,642 47,656 47,670
Preventive Health...........ccoooiiiiiiiiie e 129,255 134,894 137,740 138,030 138,322 138,618 138,916
Veterans HOMES.........c.ooiiiiiiiieieseeiesieee e 82,433 91,924 104,726 108,915 113,272 117,803 122,515
Mental Health...........cccooiiiiiiie e $ 774,701 $ 837,877% 913,128 $ 965,456 $ 999,157 $ 1,034,206 $ 1,070,658
Mental Health.............oooiiiiii e 774,701 837,877 913,128 965,456 999,157 1,034,206 1,070,658
Intellectual DisSabilities........cccoveririiienese s $ 1529359% 1,665001$ 1,750,998 % 1,830,720 1,884,933 $ 1,941,079 $ 1,999,226
Intellectual Disabilities. ..........ccooveriiieiiiieee 1,529,359 1,665,001 1,750,998 1,830,720 1,884,933 1,941,079 1,999,226
PROGRAM TOTAL ..o $ 12,966,161 13,167,103% 14,222,165 $ 14,725876$ 15,164,488 $ 15,618,900 $ 16,094,513
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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 Jobs that Pay 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)

2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
Actual Available Budget Estimated Estimated Estimated Estimated

Economic Development and Job Creation.................... $ 157,351 $ 203,182% 219,096 $ 219,362 $ 219,639 $ 219,903 $ 220,183
PA Job Creation, Business Growth and Attraction............ 157,351 203,182 219,096 219,362 219,639 219,903 220,183
Global Economic Development.......cccceeieereeiieeneeninenne $ 5824 % 6,825% 6,942 $ 7,011$ 7,082 $ 7,152 $ 7,224
International Business Development..........c.ccveevvevenieenn. 5,824 6,825 6,942 7,011 7,082 7,152 7,224
Innovative Economic Development..........c..ccceeveeneenne. $ 20,100 $ 18,100% 18,500 $ 18,500 $ 18,500 $ 18,500 $ 18,500
PA Innovation ECONOMY.......ccoviiiiiiniieiieiieeriee e 20,100 18,100 18,500 18,500 18,500 18,500 18,500
Workforce INnVestment.........ccoccvvevveeeiicciiiiee e $ 45,994 $ 54,800% 62,600 $ 62,600 $ 62,600 $ 62,600 $ 62,600
Workforce Development..........ocvevieeeeniieeeinieee e 2,413 5,813 11,613 11,613 11,613 11,613 11,613
Vocational Rehabilitation...........cccccceeeiviiiiiiiee e 43,581 48,987 50,987 50,987 50,987 50,987 50,987
Commonwealth Economic Assets 7814 % 4,264% 4291 % 4334$ 4377 $ 4421 $ 4,465
PA ASSELS. ..ot 7,814 4,264 4,291 4,334 4,377 4,421 4,465
Community Development........ccccooiieeeiiiieeiiee e, $ 26,948 $ 51,703% 52,989 $ 53,634 $ 54,310 $ 55,020 $ 55,766
PA Core COMMUNILIES......uvvveiieeiiiiiiiee e 14,000 38,107 40,107 40,107 40,107 40,107 40,107
Public Utility Realty Payments............c.ccoccvvvieiiiiiinnnnnne, 12,948 13,596 12,882 13,527 14,203 14,913 15,659
PROGRAM TOTAL ..ot $ 264031$  338874$  364418$  365441$  366508$% 367506 $ 368,738
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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 Jobs that Pay 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)

2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
Actual Available Budget Estimated Estimated Estimated Estimated

Transportation Systems and Services.........cccccceeeeenes. $ 1860589% 1,951,351$ 1,886,610% 1,939,989% 1929616$ 1924527 $ 1,923,518
Transportation Support Services............... 56,469 59,624 61,086 61,672 62,264 62,862 63,466
Highways and Bridges..............ccccceenne. 1,364,906 1,401,730 1,313,799 1,359,481 1,334,486 1,330,825 1,327,136
Local Highway and Bridge Assistance... 257,191 303,503 328,235 335,345 349,378 347,351 349,426
Multimodal Transportation.............cccceeeieiieieeeiiniineene 182,023 186,494 183,490 183,491 183,488 183,489 183,490
PROGRAM TOTAL....coviiiiiiiiiiiiiiiiii $ 1860580$ 1,951,351$ 1,886,610 1,939,989$ 1,929616$ 1924527 $ 1,923,518
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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)

2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
Actual Available Budget Estimated Estimated Estimated Estimated

RECIeation........ccccccviiiiiiiiii e $ 21,329 % 66,947$ 128,263 $ 129,445 $ 130,637 $ 131,841 $ 133,059
Parks and Forests Management 21,329 66,947 128,263 129,445 130,637 131,841 133,059
Cultural Enrichment...........ccccooiiiiiiii $ 91,534 $ 94,141% 97,637 $ 97,873 $ 98,113 $ 98,354 $ 98,597
State Historical Preservation. 18,944 19,624 20,624 20,830 21,039 21,249 21,461
Local Museum ASSIStaNCe...........covcuieriieiieiiieie e 2,000 2,000 2,000 2,000 2,000 2,000 2,000
Development of Artists and Audiences...............ccccoooeen. 9,488 10,482 11,493 11,502 11,511 11,520 11,529
State Library ServiCes.......cccovvviriieriiiiieniciee e 61,102 62,035 63,520 63,541 63,563 63,585 63,607
PROGRAM TOTAL....ocoiiiiiiiiiieiiitsiice $ 112,863 $ 161,088 % 225,900 $ 227,318 $ 228,750 $ 230,195 $ 231,656
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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 Treasury Department participates in this program.

Contribution by Category and Subcategory

General Fund and Special Funds

(Dollar Amounts in Thousands)

2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
Actual Available Budget Estimated Estimated Estimated Estimated

Debt ServiCe......oooviiiiiiiiiic $ 1115512% 1,154,806% 1270,632$% 1,334,729% 1378020% 1412439 $ 1473474
Debt SErVICe......ccciiiiiiiiiiii 1,115,512 1,154,806 1,270,632 1,334,729 1,378,020 1,412,439 1,473,474

PROGRAM TOTAL ... $ 1,115512$% 1,154,806% 1,270,632 $ 1,334,729% 1,378,020 $ 1,412,439 $ 1473474
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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 2014-15 actual year, 2015-16 available year and 2016-17 budget year. The financial statement excludes augmentations and

Federal funds that are detailed in subsequent tables.

(Dollar Amounts in Thousands)

2014-15 2015-16 2016-17
Actual Available Estimated
Beginning BalancCe.........cocoeiiiiiiiieiesieee e $ 80,631 $ 205,843 $ 31,233
Adjustment to Beginning Balance.............ccccccocveviieeninne 3,114 500 0
Adjusted Beginning Balance.............ccooereieiieiecncnienienns $ 83,745 $ 206,343 $ 31,233
Revenue:
REVENUE RECEIPLS. ...cuviviiieieiie ittt $ 30,592,501 $ 30,871,700 $ 31,772,400
Proposed Revenue Changes...........cccovvveeiiiiiniieennnns 0 892,600 2,721,900
Enhanced Liquor Control Board Proceeds.................... 0 0 100,000
ONe-time REVENUE...........ooveevveeiieeeeeeeeeeeeeeeeeeeeeeeeevesaaanns 0 4,500 0
SIOtS LICENSE FEES.....vvvvvevreeiriieireireieiiinriierieerseeraeenaennaes 0 50,000 0
Transfer to School Employees' Retirement
Restricted Account.. 0 -280,313 -560,625
LesS RefUNdS........ccvevvieiiiicieceecece e -1,340,000 -1,355,000 -1,325,000
Total REVENUE. .......ocvieviiciieeeie ettt $ 29,252,501 $ 30,183,487 $ 32,708,675
Prior Year LapSesS. .....cooevieiieeiieiiieseee et 90,974 200,000 0
Funds Available............ccccooviiiiiciieciece e $ 29,427,220 $ 30,589,830 $ 32,739,908
Expenditures:
APPrOPHALIONS. .....civeeieitieiieiee ettt $ 29,152,763 $ 23,393,674 $ 32,727,800
Supplemental Appropriations. ...........cccceervereeereeneennne 0 7,164,923 0
Less Current Year LapSes.........ccocceveeiiieiniiieciiesiiiees 0 0 0
Total State EXpeNditures..........ccooeeeeiverieieenienieseeens $ 29,152,763 $ 30,558,597 $ 32,727,800
Preliminary BalancCe..........ccccoeeieiencieiieese s $ 274,457 $ 31,233 $ 12,108
Less Transfer to Budget Stabilization
RESEIVE FUN......coiieiiieiiieeeeee e -68,614 a Ob -3,027 ¢
ENding BalanCe.......ccoueiiiiiiiiieiesieeeeee e $ 205,843 $ 31,233

& Under current law, the 25% transfer to the Budget Stabilization Reserve Fund for 2014-15 will be made by March 31, 2016.
® This budget proposes to suspend the 25% transfer to the Budget Stabilization Reserve Fund for 2015-16.

 This budget proposes the reinstatement of the 25% transfer to the Budget Stabilization Reserve Fund for 2016-17.

$ 9,081
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General Fund

NOTES ON FINANCIAL STATEMENT

(Dollar Amounts in Thousands)

PROPOSED TAX AND REVENUE MODIFICATIONS

2016-17
Estimated
Tax Revenue:
SBVEIANCE TAX ceieiiieieieieiei ettt et ettt et ettt ettt ettt ettt et ettt ettt et ee e e e e e e ee e e e e e e e ee e e e aeseeeaeeeaseseeasasesesnsnnesesannnennrerenenanenanenees $ 217,800
Effective July 1, 2016, a severance tax of 6.5% is proposed on natural gas extraction.

Personal INCOME TaX (Pl coiiiii ettt ettt e e e e s ettt e e e e e e e e anbbeeeeaaeeaannsbeneaaaeeeeannsnnes 1,361,500
Effective January 1, 2016, the PIT rate of 3.07% is proposed to be increased to 3.4%.

Personal Income Tax (PIT) EXpand TaX FOIQIiVENESS ......ccoiiuiiiiiiee it ee e ettt e e seiiraee e e e e e s enaaaeee s -83,400
Effective January 1, 2016, a claimant’s eligibility income limit to qualify for 100% tax forgiveness

under the special tax provisions for poverty is proposed to be increased from $6,500 to $8,700. A

qualifying family of four with two claimants and two dependents will owe no tax on taxable income up

to $36,400.

Personal INCOME TAX (PIT) ciiiuieieiiiiie ettt ettt e e st e e e e st e e s b e e e e bt e e e e ane e e e s nneees 16,300
Effective January 1, 2016, Pennsylvania lottery winnings are proposed to be taxed at a rate of 3.4%.

SAIES ANA USE TaX (SUT ) ittt ettt e e et e e e e s s e et e e e e s e sbtaa et aeeesaasssbbereeeeseasasrbaeeeaeeaans 414,600

Effective April 1, 2016, expand the SUT to cover basic cable television, movie theater tickets and
digital downloads. Effective April 1, 2016, the vendor discount is limited to $25 per month.

Corporate Net INCOME TaX (CNIT)...iuuiieiiiiiee ittt e e s bt e e sbr e e e s nan e e e e anbneeenan Nominal
Effective tax year 2016, the filing deadline for calendar year corporate filers is extended from April 15

to May 15.

TS a = TR I N P PSP PU PP PPPP 39,200

The Bank Shares Tax rate is proposed to be increased from 0.89% to 0.99% effective beginning tax
year 2016, and the tax base is proposed to be clarified, to achieve the revenue neutrality intended
with the enactment of Act 52 of 2013.

INSUraNCe PremiumMS TaX (IPT).ui ettt et e et e e s st e e s e e e e e e e e anne e e e s nneees 100,900
Effective January 1, 2016, add a surcharge of 0.5% to fire, property, and casualty insurance.

(O] =T =] (=T IV RO PPRSR 468,100
Effective April 1, 2016, an increase in the Cigarette Tax rate equivalent to $0.05 per cigarette ($1.00
per pack of 20 cigarettes) is proposed.

(@4 T=T S o) o F= 1ot el I =d 0 Lo 1V o =TSSR 136,000
Effective May 1, 2016, a 40% tax on the wholesale price of other tobacco products is proposed,
including smokeless tobacco, large cigars, loose tobacco (effective July 1, 2016), and e-cigarettes.

TaX ON PromMOtIONAl PIAY ....ocoiiiiiiiiiice ettt s st e e e e e e st e e e e e e s st e e e e e e e e e sntbbaeeaaeeessnsraaeaeens 50,900
Effective January 1, 2016, a new tax of 8% is imposed on promotional plays related to slot machines
and table games.

TOTAL PROPOSED TAX AND REVENUE MODIFICATIONS ... $ 2,721,900

*Tax revenue estimates are net of refunds of $113.3 million.
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General Fund

This budget proposes the following transfers in 2015-16:

Transfer to School Employees’ Retirement Restricted ACCOUNT ........oiiiiiiiiiiiiiiiee e $ -280,313
A transfer of funds from the Personal Income Tax to a restricted account for the commonwealth’s
employer contribution to PSERS is proposed.

Transfer from the Dormitory Sprinkler SyStem ACCOUNT ......ccoiiiiiiiiiiiiiie e $ 4,500
A return to the General Fund of funds not needed for sprinkler project debt service is proposed.

RN 1S (L o) S (o ) R M (o1 ET S LI U $ 50,000
The licensing fee from a new Category 2 casino is proposed to be deposited to the General Fund.

This budget proposes the following transfers in 2016-17:
Transfer to School Employees’ Retirement Restricted ACCOUNT ........coiiiiiiiiiiiiiieieiiee e $ -560,625

A transfer of funds from the Personal Income Tax to a restricted account for the commonwealth’s
employer contribution to PSERS is proposed.
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General Fund

NOTES ON FINANCIAL STATEMENT

(Dollar Amounts in Thousands)

SUPPLEMENTAL APPROPRIATIONS

2015-16
Available
STATE SUPPLEMENTALS
Governor's Office
GOVEINOI'S OffiCR. . eutiiiitieiiie ettt ettt ettt et e e s rbeesab e e snbeesnbeeanbeeenbeesnteeeneene $ 19
Executive Offices
Office Of AAMINISITALION. ... viiiiiiiii ettt e e neneee s $ 464
Commonwealth TEChNOIOQY SEIVICES.......oiiuiiiiiiiie et 6,791
Inspector General - Welfare Fraud 534
OFfiCe Of the BUAGEL. ...t e e et e e e e e et aeeeaaeeens 1,000
Human Relations COMIMISSION.........ciiuuiiiiiiiiee ittt e et 861
Juvenile Court Judges Commission 186
Public Employee Retirement Commission 605
INterest REIMDUISEMENT.........ovii ettt e e e e e e e e e et e eeaes 10,700
EXECULIVE OffiCES TOLAL.....iiiiieiiii ittt e b e staeenee e $ 21,141
Treasury
Cash Management Loan INterest (BEA)........uueiiiii it e e $ 6,000
Agriculture
General GovernMENt OPEratiONS.........cocuuuiiiiie et e e et e e e s e e e e e sntbbareaaeeeaenes $ 794
Transfer to Agricultural College Land Scrip FUNd...........cccuuiiiiiiiiiiee e 48,549
University of Pennsylvania - Veterinary ACHIVItIES ...........ccccvviiiieiiiiiiiiiiiee e 28,000
University of Pennsylvania - Center for Infectious Disease 261
AGFICUIUIE TOTAL. . eiiiieiiie ittt s e st e st e e e e e enbe e e teeenbaeenseeeneeeneen $ 77,604
Community and Economic Development
General GovernMENt OPEratiONS..........ccuuuiiiiie et e e ee et e e e e e s e e e e e s sssrrareaaeeeaaaes $ 550
Office of International Business Development 996
Marketing to Attract BUSINESS............ccccvvveveeeeennn. 944
Base Realignment and Closure 784
Regional Events Security and Support................ 5,000
Pennsylvania First 14,000
Keystone Communities 8,650
Partnerships for Regional Economic Performance -2,000
Industrial Resource CENLEIS .........ueeiieeiiieiiieeeeeeeee e 11,000
Economic Growth and Development Assistance..... 6,357
Infrastructure and Facilities Improvement Grants 11,000
Public Television TECANOIOY.........ccciimiiiiiiiie e 3,600
Community and Economic Development Total..........ccccuvviiiiieeiiiiiiiiiccee e $ 60,881
Corrections and Rehabilitation
General GovernMENt OPEratiONS..........ocuuiiiiiie et e et e e e e s e e e e s ssrbrareaaeeesanes $ 1,500
State CorreCtionNal INSITULIONS...........ocvviieie et e e e e e e e e e e e e e e e eeeeneas 956,026
Corrections and Rehabilitation Total........ccooooiiiiiiiiiiiiieeee e $ 957,526
Education
General Government Operations $ 1,791
State Library.......ooooevi 95
BasiC EAUCAtION FUNGING...... ..ttt e e et e e e e e e e s e e e e e e e e e annees 3,324,430
PrE-K COUNES. ...ttt e e e e e et e e e s et e e e e e e ne e s 25,000
Head Start Supplemental Assistance 5,000
Teacher Professional DeVEIOPMENT..........cocuiiiiiiee e a e 1,001
Career and TechniCal EAUCALION. .........cuueiiiii et e e e e e e s e e sa e e e eaaas 8,003
Authority Rentals and Sinking FUNd ReqUIFEMENIES...........oovviiviiiiiieeeiee e 281,850
Sy o L=Tol T L o [ o 11 o] o PP EPPRPP 20,000
School EMployees’ REtIMEMENT.........cooiiiiiieiee it -286,313
Services to NONPUBIIC SChOOIS .........uuviiiiiiii e 3,721
Textbooks, Materials and Equipment for Nonpublic SChooIS ..........ccccoviiiiiiiiiiiiini, 1,132
COMMUNILY COIBOES. ...ttt e et e e e e e e e bbb e e e e e e s e snnereeaaaens 10,783
Regional Community CollegeS SEIVICES.........iiiuiiiiiie ettt e e e e e e e s eeaneaes 2,400
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General Fund

NOTES ON FINANCIAL STATEMENT

(Dollar Amounts in Thousands)

SUPPLEMENTAL APPROPRIATIONS

2015-16
Available
The Pennsylvania State University
(€T=T Tt = VST U] o] oo ] o FU PP UU PO PPRPPT 224,816
Pennsylvania College of TECHNOIOQY.......ccoii it 19,584
University of Pittsburgh
(CT=T LT = VST U] o] o] o S PRSP RRPT 140,693
Rural EAUCAtiON OULFEACKH. .......c.iiiiiiiiiei e e e e 2,500
Temple University
(€T=T Tt = VST U] o] o] o FU TP URTPPPRPPTN 146,913
Lincoln University
(€1=T LT = VST U] o] o] o S PSR UOPPRPPRN 14,084
State System of Higher Education
SEALE UNIVEISIIES. ...eeiiiiiii ettt ettt e et e bt e e s bt e e s ebbee e e enbteeesnbeeeas 20,638
Thaddeus Stevens College of Technology
Thaddeus Stevens College of Technology 617
[ =Lo [WTeT=N oY oI o 1 €= | FRTRTRT TR T TR $3,968,738
Higher Education Assistance Agency
BoNd-Hill SCNOIArShiPS.......uiciiiiie e e e e e et a e s saae e e e snaeeeanns $ 716
Cheyney KeyStoNe ACAUEMY .......ciiiiiiiiiiiiiiee e e e ettt e e e e e e et e e e e e s e st ereeaesasssbrareeaeeesannees 1,025
Higher Education Assistance Agency Total.........cccooiiiiiiiiiiiiii e $ 1,741
Emergency Management Agency
General Government Operations $ 156
State Fire COMMUSSIONET ... ...ciiiiiiiiieiiiie ettt ettt e e st e e snb e e e nebeee s 98
Emergency Management AGeNCY TOtal.......ooouuueiiiiiiiiiiiiiie e $ 254
Environmental Protection
Environmental Program Management..... ... a e eeaa e $ 1,245
Chesapeake Bay Agricultural Source Abatement 31
Environmental Protection OPEratiONS..........coiiiuuuiiiiiia et e et e e e e e e e e e aeneaes 2,133
Susquehanna River Basin COMMUSSION. .......cciuiiutiiiiiiee et e e e e e e e e e e e e e 100
Delaware River Basin COMMISSION........ccuuuuiiieeeeiiiiiiieee e e e sttt et e e e s s s saibree e e e e e s s ssrneeeeeeeeaan 316
Environmental ProteCtion TOtal..........oooiiuiiiiiiiiii e $ 3,825
General Services
General GOVErnMENt OPEIatiONS. .......oiiuuuiiiiie ettt e et e e e et e e e e e e e e aabbeereaeeeeaanaes $ 929
Capitol POlICE OPEIALIONS. .....cciiiiiiiiiiiie ettt s 205
General SErViCES TOTAL. ..o e e e e e e ee e e e e e e $ 1,134
Health
General GoOVErnMENt OPEIatiONS. .......oiiuuuiiiiie ettt et e e et e e e e e e sbbee e eaeeeaanaes $ 843
HEalth INNOVALION.......ccceiii et e e e e e e e e e e e e e e e e eeaannns 2,069
Y=Ll =T o To] =1 0] o /TR PUTP PP 126
Sexually Transmitted Disease Screening and Treatment..........ccoocvveeiieeeiniiie s 57
HEAITN TOTAI. .. eeeeeeeeeeeeeeeeeee e e e e s s esnsssnnnsennnnnens $ 3,095
Historical and Museum Commission
General GovernMENt OPEratiONS..........ocuuiiiiiie et e e e eere e e e e s e e e e e e s srrareaaaeesaanes $ 478
Human Services
General GovernMENt OPEIatiONS..........ociuuiiiiiie ettt e e e e e e e e s e e e e e e s ssbrareaaeeesaaaes $ 3,674
INFOPMALION SYSLEMIS ...ttt e e ettt e e e e e e s st e e e e e e e e sannnnneeeaaaeeanns 1,165
County Administration - Statewide.... 5,611
County ASSISTANCE OffiCES. ...ttt e e et e e e e e e 18,581
MeENtAl HEAIN SEIVICES. ......ceeeieie et e e e ettt e e e e e e e e e e e aeaees 22,606
Intellectual Disabilities - State CENLEIS..........iiiiiiiieiee e e 1,948
Medical ASSIStANCE - FEE fOr SEIVICE.......cocuueeiieiieeeeee e e e -35,117
Medical ASSIStaNCe - CapPItatioN.........c.oiiiiiiiiie et e e e e s sstrrreeeaeeeeenes 1,947,601
Home and Community-Bas@d SEIVICES........ccouuiuiiiiiiiie it e e e e 28,996
Medical Assistance - Physician PractiCe Plans..........cooouuiiiiiiaiiiiiieiieee e 2,500
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General Fund

NOTES ON FINANCIAL STATEMENT

(Dollar Amounts in Thousands)

SUPPLEMENTAL APPROPRIATIONS

2015-16

Available
Behavioral Health ServiCes.........ooo o 4,097
Intellectual Disabilities - Community Base Program..........cccuuuveeeeeiiiiiiiieiee e eeiiiiereeeeeesenns 5,332
Intellectual Disabilities - Community Waiver Program............cccuueeeeeeaoniiiieeiee e eeieieeeeeenn 9,310
Human Services Development Fund 499
[ (0] 4[] S AN ] ¢= 1 (o TR 1,685
Services to Persons with Disabilities..........ccouuiiiiiiiiii e 20,320
YN g Lo F= T gL A OF= T T 11,719
Medical Assistance - Workers with Disabilities -10,186
HUMAN SEIVICES TOTAL..ceiiiiiiieeiieeeeeee e $2,040,341

Labor and Industry

General GOVernMENt OPEIALIONS. .......ccuviiiiiiiee et e s $ 368
Occupational and INdUStrial SAfetY..........ccciuuiiiiei e 636
Centers for INdependent LiVING.........ceuiiriieiiiiee et e e 406
INAUSEIY PartnerShipS.........viiieiiie et e e e e e e e e e e st rreee s 4,000
Labor and INAUSEIY TOTAL......ciciiiiieiiiii et e e e e e e et e e s nrae e e e eneaeeeennneas $ 5,410

Military and Veterans Affairs
General GovernMENt OPEratiONS. ........oicuuueiiiiie et e et e e e e e e et e e e e e e s e asbeereeaaeeaannes $ 1,621

Veterans Homes 1,190
Military and Veterans Affairs Total $ 2,811
Revenue
General GOVErnNMENT OPEIALIONS. ......cccuuieeriieeeiiiieeesiieeesatereesereeeasseeeessseeeesasreeeeanseeeesnnnes $ 9,165
State
General GOVErNMENT OPEIALIONS. ......cciuieiiii ittt aiee sttt ettt e e e et eesabe e sbbeesanee e $ 79
Voter Registration and EAUCALION. ..........coiuiiiiiiiie et e e eeeee s 69
Y= (I o] - S $ 148
Transportation
PennPORTS-Phila Regional Port Authority Debt Service..........cccccvviiiiiiiiiaeiiiiieeeeeeee $ 4,612
TOTAL STATE SUPPLEMENTALS. ..ottt eee e et e sntea e svaea e nnnee e e $7,164,923
FEDERAL SUPPLEMENTALS
Aging
Programs for the Aging - Title 1l - AdMINIStration...........ccoooi i $ 5,073
Programs for the Aging - Title V - Administration...........c.ccccoevviviiiie e 381
Medical Assistance - Administration 7,098
Programs for the Aging - Title VII - Administration 344
AGING TOTAL .ttt ettt e bt b e e bbb n e nbb e nebeeneas $ 12,896
Human Services
PA Certified Community Behavioral Health CliniCS...........coooiuiiiiiiiiiiie e $ 10
Medical Assistance - LONG-TEIM Car€.........cccuuiiiiieeiiiiiiieie e eesiee e e e s sibarre e e e e e s esnaaaeeeas 9,152
Medical Assistance - Home & Community-Based ServiCes........cccccuiuiiieiiiaaiiiiiiiieeeeeeene 20,225
Medical Assistance - Physician Practice Plans....................... 2,710
Medical Assistance - Autism Intervention Services 325
Title IV-B - FAMIlY CONIEIS. ...cciiii ittt ettt e e e e e e e e e s st e e e e e e s eesbraeeeeas 300
Medical Assistance - Services to Persons with Disabilities............cccooeeeiiiiiiiiiieiiiiiieeeeeee 21,593
Medical Assistance - Attendant Care.... 11,557
HUMAN SEIVICES TOTAl..ceiiiieiiieiiee e $ 65,872
TOTAL FEDERAL SUPPLEMENTALS.....co ittt ettt eeee e $ 78,768
TOTAL SUPPLEMENTALS. ...ttt et e e st e e snee e e e aneae e e snaeaeennneee s $7,243,691

Wpennsylvania C1-10 Governor’s Executive Bubget 2016-2017



General Fund

State Funds by Department

The following is a summary, by department, of 2014-15 actual expenditures, the 2015-16
amounts available and the 2016-17 amounts budgeted as presented in the General Fund

Budget.
(Dollar Amounts in Thousands)

2014-15 2015-16 2016-17
Actual Available Budget
Governor's OffiCe......cuuivieeiiiiiiieie e $ 6,508 $ 6,503 $ 6,887
EXecutive OffiCEeS.....uuiiiiiiiiiiiii e 173,786 187,797 184,142
Lieutenant Governor's Office.........ccccccvvviviiiiil 1,383 1,623 1,655
Attorney General.........ccvvveeeiiiiiiiieee e 92,289 95,677 96,675
F 0 o 1 o] G CT=T =Y - PPN 44,864 46,316 48,442
TIEASUIY ...veeeeeeiee et e ettt e e ettt e et e e st e e e e aae e et e e sanaaeenes 1,144,487 1,181,955 1,277,645
AGIICUIU. ... 126,892 130,528 142,557
Civil Service CommISSION........cccoeeeeeieeeieieieeeieeeeeeeeeenn 1 1 1
Community and Economic Development ..................... 204,016 269,405 287,863
Conservation and Natural Resources.............ccccceeee.. 14,329 59,947 121,263
Corrections and Rehabilitation*.......... 2,133,548 2,251,201 2,610,774
Drug and Alcohol Programs......... 41,860 48,101 47,614
Education**.............ccccvvvveeeeennnns 11,563,865 12,305,021 12,917,064

eHealth Partnership Authority...... 1,850 1,500 -
Emergency Management Agency 16,155 13,365 13,735
Environmental Protection***............ 141,488 148,824 156,248
Ethics Commission................... 2,090 2,371 2,433
General Services... 121,028 126,317 119,745
Health..........ccooiii e, 199,804 202,244 209,205
Health Care Cost Containment Council..............cc..c..... 2,710 2,710 2,710
Higher Education Assistance Agency...........ccccceeeeuunns 391,475 353,563 353,663
Historical and Museum CommisSioN...............cevvvvveeee. 20,944 21,624 22,624
HUM@AN SErVICES.......uuviiiiiiiiiiiiiiiiiiaiiiiieieiarerereveverarareeee 11,362,257 11,667,529 12,657,519
INSUFANCE......ciiiiiiiiie e e s - - 7,000
Labor and INAUSEIY.........cccuiiiiiiiiiiiieeeee e 71,368 81,404 91,190
Military and Veterans Affairs.........cccoccvvvveeeiiiiciiiinneenn, 120,927 132,041 148,740

Probation and Parole Board*...............ccccccveviviiinininnnn. 156,028 167,245 -
Revenue ™ ™ ., ........cccccceeeveeenns 176,347 182,681 194,390
State......... 11,149 11,972 12,153
State Police..... 221,062 245,873 268,536
Transportation.... e 6,013 6,165 6,114
LegiSIature........ueeeieeeieieeee e 229,906 229,760 304,416
JUAICIANY ..ot 317,432 342,432 364,633
Government SUPPOrt AQENCIES. .......uvvervvrieriiieeiiiieeanns 34,902 34,902 50,164
GRAND TOTALM * e e $ 29,152,763 $ 30,558,597 $ 32,727,800

* Probation and Parole Board has been transferred to the Department of Corrections and Rehabilitation (2016-17).
** |ncludes State System of Higher Education and Thaddeus Stevens College of Technology.
*** |ncludes Environmental Hearing Board.
***x Excludes refunds.
*xxkk - 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, 2014-15 actual expenditures, the
2015-16 amounts available and the 2016-17 amounts budgeted as presented in the General
Fund Budget.

(Dollar Amounts in Thousands)

2014-15 2015-16 2016-17
Actual Available Budget
$ 94,407 $ 106,368 $ 146,131
18,225 21,586 21,195
AGING ettt 143,317 224,682 157,485
AGFICUIUIE. ... 40,110 71,610 44,610
Community and Economic Development...................... 204,234 232,889 244,439
Conservation and Natural Resources..............ccccoueee.. 40,944 41,324 38,917
Corrections and Rehabilitation™®.............cccccveieiiniiiinns 5,491 6,032 6,033
Drug and Alcohol Programs 77,513 82,017 81,559
EdUCALION. ...t 2,354,811 2,389,648 2,391,611
eHealth Partnership Authority.......c.cccoccvvvieveeciiiciiieeen. - 10,000 -
Emergency Management AQENCY.........cccceeuvuureeeneennn. 221,681 199,590 171,542
Environmental Protection™............c.cccoccvvveeeeeiiiininnnn. 193,145 193,050 193,075
HEAIN. ... 616,500 597,824 567,039
Historical and Museum CommisSiON.............cccccevveenne 8,279 9,956 8,549
Human ServiCes........coocuveveeeeiiiiinnnns 18,075,495 19,456,185 20,799,553
Infrastructure Investment Authority............cocvveiiieeennns 213,332 170,535 178,591
INSUFANCE. ...ttt 7,535 4,578 1,400
Labor and INdUSErY.........ccccoeiiiiiiiice e 436,387 491,536 491,643
Military and Veterans Affairs..........cccovveeeeiniiiiiieeeennne 176,192 260,583 256,268
Probation and Parole Board*.............cccccocevivenicinnnnnn. 572 392 -
Public Utility Commission... 3,785 3,061 2,680
SEALE. ..ttt 17,560 14,416 12,960
State POlCE......ooiiiiiiiiiie e 21,873 23,030 25,747
TranSPOrAtiON.......cuvieeiiiiieie e e e e ee e e e e 246,864 253,000 253,000
JUAICIANY . ..ot 1,629 1,564 1,724
Government SUPPOrt AQENCIES. .......ceevuvreervireiiiieeenins 1,280 1,280 1,280
GRAND TOTAL. ..ottt $ 23,221,161 $ 24,866,736 $ 26,097,031

* Probation and Parole Board has been transferred to the Department of Corrections and Rehabilitation (2016-17).

** Includes Environmental Hearing Board.
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General Fund

Augmentations by Department

The following is a summary of augmentations, by department, of 2014-15 actual
expenditures, the 2015-16 amounts available and the 2016-17 amounts budgeted as presented
in the General Fund Budget.

(Dollar Amounts in Thousands)

2014-15 2015-16 2016-17
Actual Available Budget
Executive OffiCeS......cuviiiiiiiiiiiiiec e $ 123,735 $ 119,460 $ 112,513
Attorney General*.............oeiiiiiiiiiiiieie s 14,793 15,486 15,762
AUItor General..........ccoocvrieieiiiieece e 13,345 11,026 11,521
Treasury.......... 10,612 7,951 8,213
Agriculture 7,390 6,103 5,890
Banking and Securities...........c..ueieeeiiiiiiiiiee e 7,916 8,005 8,500
Civil Service COmMMISSION........cccveiviierieieeiee e 13,583 14,131 14,480
Community and Economic Development*.................... 20,825 14,341 7,316
Conservation and Natural Resources............cc.cccccueenn. 52,073 51,332 52,700
Corrections and Rehabilitation**..............cccccceiiennne 19,610 2,147 24,544
Drug and Alcohol Programs 2,476 2,503 2,503
EdUCALION™.......oiiiiiiiie e 231,180 7,216 8,308
Emergency Management AgGenCy.........cccccoevvvvreeenennnne 533 506 506
Environmental Protection® ***............cccooiiiiiiiiiiniinnns 35,941 36,624 36,624
General SEIVICES.........ooovvviiiieieeee 48,263 42,651 61,280
HeAIth™ ... 23,035 25,010 25,661
Higher Education Assistance Agency...........cccceeevvneen. 85,000 125,000 125,000
Historical and Museum Commission 641 1,132 1,312
HUMAN SEIVICES....coiiiiiiiiiie et 2,183,261 2,425,786 2,540,597
Labor and INAUSEIY*.........coociiiiiiieieee e 2,129 2,095 2,095
Military and Veterans Affairs.......c.cccecvvveveeeeviciiineneennn 33,725 33,165 33,269
Probation and Parole Board**..............cccuveieeeiiiiiinnenn. 21,137 21,946 -
Public Utility Commission*...........ccccceeveivvieeeeesiiiieeennnn 64,571 69,640 71,101
REVENUE. .....ciiiiiiiiiiite e 49,808 51,945 53,326
56,058 61,196 61,693
78,635 72,548 69,448
JUAICIANY™ ... 54,456 57,048 57,048
GRAND TOTAL. ..ottt $ 3,254,731 $ 3,285,993 $ 3,411,210

* Includes funds appropriated from restricted revenues.
** Probation and Parole Board has been transferred to the Department of Corrections and Rehabilitation (2016-17).
*** |ncludes 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)

2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
Actual Estimated Budget Estimated Estimated Estimated Estimated
TAX REVENUE
Corporation Taxes
Corporate Net Income TaX.................. $ 2811484 $ 2,811,600 $ 2,876,600 $ 2,840,900 $ 2,869,100 $ 2,833,100 $ 2,747,200
Capital Stock and Franchise Taxes..... 241,587 121,500 20,100 0 0 0 0
Selective Business:
Gross Receipts TaX.......ocoveevveeennnns 1,261,821 1,237,800 1,214,400 1,219,200 1,231,300 1,237,400 1,237,300
Public Utility Realty TaX............ceceeu. 38,157 39,100 38,800 39,100 39,500 39,900 40,300
Insurance Premiums Tax... . 454,307 565,000 599,900 631,100 659,100 693,500 724,700
Financial Institutions TaX................... 294,080 370,800 384,600 404,100 426,100 449,300 474,100
SeveranCe TaX.......ooocuvveeeeeeeesinninens 0 0 217,800 340,700 339,200 417,500 507,000
Other Selective Business Taxes........ 15,462 3,800 1,500 200 200 200 200
Total — Corporation Taxes............... $ 5,116,898 $ 5,149,600 $ 5,353,700 $ 5,475,300 $ 5,564,500 $ 5,670,900 $ 5,730,800
Consumption Taxes
Sales and Use TaX.........ccoeveveneernenne. $ 9,493,107 $ 9,863,000 $ 10,628,600 $ 11,094,100 $ 11,498,800 $ 11,858,300 $12,118,100
Cigarette TaX.....ccccevevveeerivenenns . 927,205 1,035,000 1,347,500 1,300,900 1,257,400 1,215,200 1,173,400
Other Tobacco Products Tax............... 0 10,000 133,200 140,500 146,900 153,100 160,100
Malt Beverage TaX.......ccoeeveveeerineeenns 24,473 24,500 24,500 24,500 24,500 24,500 24,500
LiQUOT TaX....oovereeeeeieeniee e 334,414 346,500 358,600 370,800 383,000 395,600 408,700
Total — Consumption Taxes............. $ 10,779,199 $11,279,000 $ 12,492,400 $ 12,930,800 $ 13,310,600 $ 13,646,700 $13,884,800
Other Taxes
Personal Income TaX......cccceevvveeennenen. $ 12,107,377 $13,002,187 $ 13,967,375 $ 14,661,375 $ 15,463,675 $ 16,289,975 $17,157,575
Realty Transfer TaX.........ccooevvveniennene 413,778 481,000 529,900 568,300 588,300 599,300 606,900
Inheritance Tax . 1,002,259 944,700 998,000 1,044,300 1,089,800 1,135,100 1,157,100
Table Games..........cccoovvviiiiiiiciiiens 95,921 121,800 154,100 162,400 171,000 172,700 174,200
Minor and Repealed Taxes.................. -23,113 -35,000 -47,100 -59,900 -74,600 -96,000 -109,100
Total — Other Taxes.......ccccoeveernueen. $ 13,596,222 $14,514,687 $ 15,602,275 $ 16,376,475 $ 17,238,175 $ 18,101,075 $18,986,675
TOTAL TAX REVENUE................. $ 29,492,319 $30,943,287 $ 33,448,375 $ 34,782,575 $ 36,113,275 $37,418,675 $38,602,275
NONTAX REVENUE
State Stores Fund Transfer................. $ 80,000 $ 0 $ 100,000 $ 80,000 $ 80,000 $ 80,000 $ 80,000
Enhanced LCB Proceeds.................... 0 0 100,000 185,000 185,000 185,000 185,000
Licenses, Fees and Miscellaneous:
Licenses and Fees 110,115 156,300 131,100 106,300 106,300 106,300 106,300
Miscellaneous............cccevevevivennennnns 839,900 370,100 187,400 214,200 214,200 214,200 214,200
Fines, Penalties and Interest:
Other.. ..o 70,167 68,800 66,800 66,800 66,800 66,800 66,800
TOTAL NONTAX REVENUES.............. $ 1,100,182 $ 595200 $ 585300 $ 652,300 $ 652,300 $ 652,300 $ 652,300
GENERAL FUND TOTAL.............. $ 30,592,501 $31,538,487 $ 34,033,675 $ 35,434,875 $ 36,765,575 $ 38,070,975 $39,254,575

Totals may not add due to rounding.
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General Fund Revenues

Adjustments to Revenue Estimate

On December 29, 2015, the Official Estimate for fiscal year 2015-16 was certified to be
$30,871,700,000. 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 as well as tax proposals for the budget.

(Dollar Amounts in Thousands)

2015-16 2015-16
Official Revised
Estimate Adjustments Estimate
TAX REVENUE
Corporation Taxes
Corporate Net INCOME TaX.......ccoiueereraiieaiieeieeeieeeieeseeees $ 2,831,700 $ -20,100 $ 2,811,600
Capital Stock and Franchise Taxes 110,600 10,900 121,500
Selective Business:
GroSS RECEIPLS TAX.wuiiiirerieiriiiieiiiiie e 1,236,800 1,000 1,237,800
Public Utility Realty TaX........ccccoeeeniiiieiiiee e 39,300 -200 39,100
Insurance Premiums Tax..... 483,500 81,500 565,000
Financial INStitUtioNS TaX.........ccccvvviieieeeieiiiiiiiier e e e 331,500 39,300 370,800
Other Selective BUSINESS TaXES.......cccvvvvverereeeiiiiiiiiieeeeeennn 2,500 1,300 3,800
Total — COorporation TAXES.........oevueervierieerieenieenire e $ 5,035,900 $ 113,700 $ 5,149,600
Consumption Taxes
Sales and USE TaX.....coieeiiieei ettt $ 9,824,700 $ 38,300 $ 9,863,000
Cigarette TaX.....cccceevveeeruenennn 919,000 116,000 1,035,000
Other Tabacco Products Tax.... 0 10,000 10,000
Malt Beverage TaX......ccccoeerrnnne 24,500 0 24,500
Liquor TaX......ocoveeercereeeeinnn. 346,500 0 346,500
Total — ConNSUMPLION TAXES.......eieiveriiieaiiieiieesiieeseeesiee e $ 11,114,700 $ 164,300 $ 11,279,000
Other Taxes
Personal INCOME TaX.....cuvieiiiieeiiieeeeeeee e e siee e svee e eiaee e $ 12,707,900 $ 294,287 $ 13,002,187
Realty Transfer TaX.......oooe i 478,100 2,900 481,000
Inheritance Tax......... 927,500 17,200 944,700
Table Games..........ccccuvveeennes 101,900 19,900 121,800
Minor and Repealed TaXes........ccccevvrvereenieieniiree e -35,600 600 -35,000
Total — Other TAXES....uuveeiiieeeiiiieeeiieeeeeiee e see e naae e $ 14,179,800 $ 334,887 $ 14,514,687
TOTAL TAXREVENUE.........cccoiiiieeee, $ 30,330,400 $ 612,887 $ 30,943,287
NONTAX REVENUE
State Stores Fund Transfer.........ccccocvveeiiiiei e, $ 100,000 $ -100,000 $ 0
Licenses Fees and Miscellaneous:
LiCENSES @Nd FEES.....cevieeieeieiiiieie et 106,900 49,400 156,300
MiISCEIIANEOUS.......ceeiiiiee et 265,600 104,500 370,100
Fines, Penalties and Interest:
68,800 0 68,800
TOTAL NONTAX REVENUES........ccccveiiiiieeeee e $ 541,300 $ 53,900 $ 595,200
GENERAL FUND TOTAL .., $ 30,871,700 $ 666,787 $ 31,538,487
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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 .........cccccceeeevvvveennnnn. 9.99%
January 1, 1994 to December 31, 1994 ................... 11.99%
January 1, 1991 to December 31, 1993 12.25%
January 1, 1987 to December 31, 1990 8.50%
January 1, 1985 to December 31, 1986 9.50%
January 1, 1977 to December 31, 1984 10.50%

Reference: Purdon’s Title 72 P.S. §7401—87412.

Proposed Change: Beginning with tax year 2016, federal law extends the federal filing deadline for calendar year
corporate filers from March 15 to April 15. Because the Pennsylvania corporate net income tax return starts with the
corporation’s federal tax return information, it is proposed to similarly extend the Pennsylvania corporate net income tax
return due date for calendar year filers from April 15 to May 15. The Pennsylvania corporate net income tax filing
deadlines for fiscal year filers remains 30 days after the corporation’s federal tax return is due.

Capital Stock and Franchise Taxes

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:  January 1, 2016 and thereafter.......................... 0.00 mill The tax will be eliminated for tax years

beginning on or after January 1, 2016.

January 1, 2015 through December 31, 2015.... 0.45 mill (including $40 million transfer to the
Hazardous Sites Cleanup Fund).

January 1, 2014 through December 31, 2014 .... 0.67 mill (including $40 million transfer to the
Hazardous Sites Cleanup Fund).

January 1, 2013 through December 31, 2013....  0.89 mill (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).

January 1, 2009 through December 31, 2011.... 2.89 mills (including $40 million transfer to the
Hazardous Sites Cleanup Fund).

January 1, 2008 through December 31, 2008 ....  2.89 mills.

January 1, 2007 through December 31, 2007 ....  3.89 mills.

January 1, 2006 through December 31, 2006 ....  4.89 mills.

January 1, 2005 through December 31, 2005 ....  5.99 mills.

January 1, 2004 through December 31, 2004 ....  6.99 mills.

January 1, 2002 through December 31, 2003....  7.24 mills.

January 1, 2001 through December 31, 2001.... 7.49 mills (including 0.25 mill for transfer

semiannually to the Hazardous Sites Cleanup Fund
referred to as the HSCF).

January 1, 2000 through December 31, 2000....  8.99 mills (including 0.25 mill for transfer
semiannually to HSCF).

January 1, 1999 to December 31, 1999 ............. 10.99 mills (including 0.25 mill for transfer
semiannually to HSCF).

January 1, 1998 to December 31, 1998 ............. 11 mills plus a 0.99 mill surtax (including 0.5 mill for
transfer semiannually to HSCF).

January 1, 1992 to December 31, 1997 ............. 11 mills plus a 1.75 mill surtax (including 0.5 mill for
transfer semiannually to HSCF).

January 1, 1991 to December 31, 1991 ............. 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 .......cccovvveeeeeiiiiiiieeeeee 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........eevveeeeiiiiiiiieeeeeeiiens 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 ...........cccuueeee. 44 mills.
Priorto January 1, 1988........cccccceveeeiiiiiiiieeeeee 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. §8101-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.

Proposed Change: An additional surcharge of 0.5% of gross premiums will be levied on property, casualty, and fire
insurance premiums, effective January 1, 2016. Additional revenue attributable to the surcharge will be deposited in the
General Fund. Beginning in fiscal year 2016-17 and each fiscal year thereafter, $10 million attributable to the surcharge
will be transferred to a restricted account to provide assistance to volunteer fire companies.
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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 ..........cccccoeeiiiieeneen. 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 ..........ccccceevviiviieneen. 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.

Proposed Changes: The Bank and Trust Company Shares Tax rate will increase from 0.89 percent to 0.99 percent

effective for January 1, 2016 and thereafter. In addition, the apportionment of receipts from investment and trading
assets and activities will be clarified.

Severance Tax on Natural Gas

Proposed Change: A new tax on the severance of natural gas within the commonwealth is proposed. The rate is
6.5% of the value of the natural gas. The proposed tax would be effective July 1, 2016. The amount paid in
unconventional gas well impact fees can be taken as a credit against the severance 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. §3242—83250-15. State Personal Property Tax.
Purdon’s Title 72 P.S. §3420-21—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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Proposed Change: The sales and use tax base would be broadened by subjecting digital downloads, basic cable
television, and movie theater tickets to the sales and use tax. This proposed change would be effective April 1, 2016. In
addition, the one percent discount for the timely remittance of sales tax collected by licensed vendors would be capped at
$25 for Monthly Filers, $75 for Quarterly Filers, and $150 for Semi-Annual Filers, beginning April 1, 2016.

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.

Proposed Change: The cigarette tax rate would be increased from 8.00 cents to 13.00 cents per cigarette. The
proposed tax would be effective April 1, 2016.

Other Tobacco Products Tax

Proposed Change: A new tax on other tobacco products, including smokeless tobacco, large cigars, loose tobacco,
and e-cigarettes is proposed. The tax rate would be 40% of the wholesale value of the product. The proposed tax
would be effective May 1, 2016 for smokeless tobacco, large cigars, and e-cigarettes, and July 1, 2016 for loose tobacco.

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
quantities at the rate of one cent (1¢) per pint or 6 fluid ounces or fraction thereof.

Reference: Purdon’s Title 72 P.S. 89001 et seq.

Liquor Tax

Tax Base: All liquor sold by the Pennsylvania Liquor Control Board.

Tax Rate: The rate is 18 percent of the net retail purchase price. The net retail purchase price includes the
wholesale cost of the product, plus mark-up, handling charge and federal tax.

Reference: Purdon’s Title 47 P.S. §794—8796.

Personal Income Tax

Tax Base: The tax is paid by all residents, resident trusts and estates on eight separate classes of income: (1)
compensation, (2) net profits, (3) interest, (4) dividends, (5) income from the disposition of property, (6) rents and
royalties, (7) gambling and lottery winnings (except Pennsylvania Lottery winnings won after July 20, 1983), and (8)
income from estates and trusts. The tax is also paid by non-resident individuals, estates and trusts on the following
income from sources within the Commonwealth: compensation for personal services performed in Pennsylvania unless
the taxpayer is a resident of a state with which there is a reciprocal agreement; net profits from activity conducted in
Pennsylvania; income from the rental, ownership or disposition of any real or personal property, and income from
gambling activity in Pennsylvania except prizes of the Pennsylvania State Lottery. A loss in one class of income may not
be offset against income in another class, nor may gains or losses be carried back or forward from year to year. A credit
is available to those individuals receiving tax forgiveness under the special provisions for poverty. Beginning in 1999, a
qualified single individual with eligibility income of $6,500 or less would receive 100 percent tax forgiveness. The
eligibility income limit for each qualifying dependent of a claimant for tax forgiveness under the special tax provisions for
poverty is $9,500 beginning in 2004. The amount of forgiveness declines by 10 percent for each $250 of income.

|
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Tax Rates: For calendar and fiscal year filers whose year begins in the following periods:

Reference: Purdon’s Title 72 P.S. §7301 et seq.

Proposed Changes: The tax rate will increase to 3.4 percent effective January 1, 2016. In addition, Pennsylvania
Lottery winnings will be taxable starting on January 1, 2016. The 100 percent tax forgiveness eligibility income of a
qualified single individual will increase to $8,700 for tax years beginning on January 1, 2016. Beginning in fiscal year
2015-16, $46.718 million per month will be transferred to a restricted account to pay state contributions for school
employee retirement obligations.

Realty Transfer Tax

Tax Base: The tax is levied on the value of the real estate transferred by a deed, instrument or other writing. Other
taxable transfers include long-term leases greater than thirty years, transfers of real estate from industrial development
authorities that will not be used primarily for industrial purposes, and “deemed” transfers of real estate because of the
acquisition of companies which are in the business of holding or selling real estate. Beginning in July 1994, 15 percent of
the revenues are transferred to the Keystone Recreation, Park and Conservation Fund. The transfer rate was
reduced to 10 percent of revenues from January 2002 through June 2002, and to 7.5 percent from July 2002 through
June 2003. The transfer rate returned to 15 percent for July 2003 through June 2006. The rate reduced to 2.1 percent
for July 2006 through June 2007, and returned to 15 percent for July 2007 and thereafter. The revenues shown for the
General Fund are net of this transfer.

Tax Rate: Rate of 1 percent of the value of the property transferred.

Reference: Purdon’s Title 72 P.S. 88101-C—88113-C.

Inheritance and Estate Taxes

Tax Base: The Inheritance Tax is imposed on the value of property transferred to beneficiaries of a deceased person
and certain transfers made during the decedent’s lifetime. The value of the transfer is established on the date of the
decedent’s death. The Estate Tax was levied when the Federal estate tax credit for State death taxes exceeded a
decedent’s Inheritance Tax liability. As a result of the American Taxpayer Relief Act of 2012, the federal estate tax credit
for State death taxes will not return.

Tax Rates: Rates are based on the relationship of the decedent and the beneficiary. Transfers of non-jointly held
property to spouses are taxed at a rate of 0 percent. Transfers to parents of decedents 21 years of age or younger are
taxed at a rate of 0 percent (effective July 1, 2000). Transfers to lineal beneficiaries are taxed at 4.5 percent (effective
July 1, 2000). Transfers to siblings of the decedents are subject to a 12 percent tax rate (effective July 1, 2000).
Transfers to all other beneficiaries are taxed at 15 percent. The Estate Tax equaled the Federal credit for State death
taxes, less the Inheritance Tax paid.

Reference: Purdon’s Title 72 P.S. 89101 et seq.

Table Game Taxes

Tax Base: These taxes are imposed on gross table game revenue of licensed gaming entities. Gross table game
revenue is defined as total cash or cash equivalents received in the playing of table games, contest or tournament fees
or payments, and total amount of rakes collected minus cash or cash equivalents paid out, paid to purchase annuities to
fund prizes, and paid for personal property distributed to patrons as a result of playing a table game. The revenue from
these taxes is deposited to the General Fund until such time as, on the last day of the fiscal year, the balance in the
Budget Stabilization Reserve Fund is certified by the Secretary of the Budget to exceed $750,000,000. Thereafter, the
funds from these taxes are deposited to the Property Tax Relief Fund.

Tax Rates: 14 percent of gross table game revenue for 2 years following commencement of table game operations at
the facility; 12 percent thereafter. In addition to the above percentages, 34 percent of gross table game revenue from
table games played on fully automated electronic gaming tables.

Reference: Purdon’s Title 4 P.S. § 13A62.
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Tax on Promotional Play

Proposed Change: A new tax of 8% is imposed on promotional plays related to slot machines and table games.

Minor and Repealed Taxes

Minor Taxes Include: Tax on Legal Documents, Act of April 6, 1830, P.L. 272 (Purdon’s Title 72 P.S. §3171) and
excess Vehicle Rental Tax, Act of June 16, 1994, P.L. 279 (Purdon’s Title 72 P.S. 88601-A). The Spirituous and Vinous
Liquors Tax, Acts of December 5, 1933, P.L. 38 (Special Session) and December 22, 1933, P.L. 91 (Special Session)
(Purdon’s Title 47 P.S. §745) was repealed effective July 1, 2001. Also included in minor and repealed is a transfer to
the Neighborhood Improvement Zone Fund, as established by Act 50 of 2009, Act 26 of 2011, and Act 87 of 2012 and a
transfer to the City Revitalization and Improvement Zone Fund, as established by Act 52 of 2013.

State Stores Fund Transfer

The State Stores Fund Transfer is an amount determined by the Liquor Control Board to be available for transfer to
the General Fund to be used for general appropriation purposes as provided by Act No. 412-% of July 18, 1935,
P.L. 1316 (Purdon’s Title 47 P.S. §744-907b).

Licenses, Fees and Miscellaneous Revenue

Licenses and fees include collections by Commonwealth agencies that are not specifically required by law to be
placed in special funds to support a specific purpose. Although amounts obtained from an individual class of license very
often are sufficient only to cover regulatory costs, any additional money is available for general purposes. Many licenses
and fees are required by laws designed to protect the public from indiscriminate and unsafe practices.

Miscellaneous revenues include all other income to be used for general appropriation purposes in the General Fund,
except monies which are given to the Commonwealth by individuals, or are provided by law to be deposited in the
Judicial Computer System Augmentation Account in accordance with Act 1988-79 (Purdon’s Title 42 Pa.C.S.A. 83733).
Any fines, fees or costs which are allocated to counties and municipalities are not affected by this act.

Fines, Penalties and Interest

This revenue source includes fines and penalties not required by law to be placed into a special fund for a specific
purpose. Most of these fines and penalties collected by the various departments are an integral part of enforcement of
the laws providing for licenses and fees.
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(Dollar Amounts in Thousands)

2014-15 2015-16 2016-17
Actual Estimated Budget
TAX REVENUE
Corporate Nt INCOME TAX....ciouiiiieiieeriesieeseeeeeeseeesreesaeesreesbeessaeeseeesnseenns $ 2,811,484 % 2,811,600 $ 2,876,600
Capital Stock and Franchise Taxes
Capital Stock Taxes — DOMESTIC.......cuuriiieeeiiiiiiie e e e e ee e e e s e e e e seaeeees $ 83,663 $ 42,100 $ 7,000
Franchise TaXeS — FOIIgN. .....couiiiiiiiiiiieee et 157,924 79,400 13,100
SUBTOTAL. ..ttt $ 241,587 $ 121,500 $ 20,100
Gross Receipts Tax
Electric, Hydroelectric and Water POWET.............cuueeviiiiiiireeeeesiieiieeeeeesinieeees $ 857,761 $ 857,100 $ 855,200
Telephone and Telegraph..........cooo i 401,645 378,300 356,700
LI =T a £ o To £ 2= Lo o SRS PPESR 2,415 2,400 2,500
SUBTOTAL. .ttt ettt et e et e e et e e e snbeeeaaneeae s $ 1,261,821 $ 1,237,800 $ 1,214,400
Public Utility REAILY TaX....iiiiiieeeiiiieiiiie ettt e et e e staa e $ 38,157 $ 39,100 $ 38,800
Insurance Premiums Tax
DOMESEIC CASUAIY. ....cuveeeiiiieeiieie ettt ieee e $ 86,442  $ 95,500 $ 98,400
(D0 0[S (ol TSSO SRS PPSRPRPPPOS 22,389 20,800 21,500
Domestic Life and Previously Exempted LiNeS...........coocuviieieeniiiiiiiieee e 73,384 86,600 89,300
EXCESS INSUIANCE BIOKEIS......uuiiiiieiiiecceeeee ettt 33,202 28,800 29,700
Foreign Fire/Casualty SUICNArge. ........ccuuveiiiiiiiiiiiiee e 0 80,700 100,900
FOreign EXCESS CaSUAILY........ccoiuuiiiiee ettt e e e et e e e e e snnees 10,561 7,800 8,000
FOreign EXCESS FIrB.....ciiiiiiiiiiiie ettt 6,626 4,200 4,400
Foreign Life............... 208,601 221,100 227,800
Marine.............. 892 3,200 3,300
Title Insurance............... 7,255 8,000 8,300
Unauthorized Insurance.... 4,955 8,300 8,300
SUBTOTAL ettt ettt e e et e et e e e e bt e e e snbaeeaanneae s $ 454,307 $ 565,000 $ 599,900
Financial Institutions Taxes
Federal Mutual Thrift INStULIONS............oooviiiiiiieeeeeeeeeeeeeeeeeeeees $ 6,739 $ 8,600 $ 6,800
National Banks..........cccceeeveieeeennnns 187,332 236,100 247,700
SHALE BANKS......eiiiiiiiiiiiiiiiiiiiteteteteteeea bt te e es e beaebe e bebebebe e ba b e babababababababa—ababararaa, 74,762 94,200 98,800
State Mutual Thrift Institutions.... 6,339 8,000 6,300
TrUSE COMPANIES. ....eeeieieeee ettt ie e e ettt e e e e e ettt e e e e e e s be e e e e e e e s ansbeeeeeeeeaasnbeeeeens 18,908 23,900 25,000
SUBTOTAL. .ttt ettt et e s eaeeee s $ 294,080 $ 370,800 $ 384,600
SEVEIANCE TAX.ciiiiiiiiiiiieeeeeee e $ 0 $ 0 $ 217,800
Other Selective Business Taxes
Corporate Loans — Domestic.... . $ 3,703 % 900 $ 400
Miscellaneous BUuSIiNess Taxes........ccccvevrvereriieeeennnen. 576 200 100
Corporation Taxes — Clearing Accounts Undistributed............c.occviveiiiinnninnns 11,183 2,700 1,000
SUBTOTAL. ..ttt $ 15,462  $ 3,800 $ 1,500
Sales and Use Tax
MOLOT VENICIE. ... $ 1,326,217 $ 1,358,100 $ 1,421,600
NON-MOLOr VENICIE. ......eeiiiiiiie e 8,166,890 8,504,900 9,207,000
SUBTOTAL. ..ttt ettt ettt s et e et e e et e e e stte e e e esbeeesaaeaesnseaeas $ 9,493,107 $ 9,863,000 $ 10,628,600
(O To =T LT I G PO OUPPTP $ 927,205 $ 1,035,000 $ 1,347,500
Other TObacCO Products TaX.....cceiiiiieiiiieeiiiie ettt $ 0o $ 10,000 $ 133,200
MaIE BEVEIAGE TAX...etieiuiiiieiuiiieaaiiiee ettt e e steee e st e e e esbeeeessbeeeabeeeeanbeeesanbeeesnneeaeas $ 24,473 3% 24,500 $ 24,500
[T (U Lo G - PRSP PP OUPPRP $ 334,414 % 346,500 $ 358,600

* Less than $500.
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(Dollar Amounts in Thousands)

2014-15 2015-16 2016-17
Actual Estimated Budget
Personal Income Tax
3,035,660 $ 3,307,100 $ 3,469,800
9,071,717 9,695,087 10,497,575
12,107,377 $ 13,002,187 $ 13,967,375
REAItY TranSTer TaX.....ciii i uiiiieee ettt e s e e e s e e e e e e e e e naereeeeeas $ 413,778 $ 481,000 $ 529,900
Inheritance Tax
Nonresident Inheritance and EState TaX.......ccceeeeieiiiiieeeee e e e $ 6,100 $ 5700 $ 6,000
Resident Inheritance and EState TaX..........cocurriereeriiiieiieeesiiieieeeeesssnnnereeeeens 996,159 939,000 992,000
SUBTOTAL. ettt e e e e e e e e et baa e e e e e e e sataraaeaeeaas $ 1,002,259 $ 944,700 $ 998,000
LI Lo L =Ty g 1o PSP $ 95,921 $ 121,800 $ 154,100
Minor and Repealed Taxes
Tax on Writs, Wills and DEEUS.........ccuveeiiiiiiiiiieiee ettt $ 1,090 $ 1,100 $ 1,100
Tavern Games/Small Games of ChanCe..............ueveviveiiviieriiiiiiiiiieieieiereiennneanns 554 1,000 1,000
Unallocated EFT PayMeNntS........cooiuuiiiiiiiiiiiiiee et 736 0 0
EXCeSS VEhICle RENTAI TAX.....uuuuvuviriiiiiiiiiriiiiiierirerersrerererererarerererersrereaaraae——————. 5,721 8,400 8,400
Payments of Intergrated Taxes (KITS).....coueiiiiiiiiiieeeiiiiiee e 347 0 0
Clearing of Wage Garnishment ColleCtionsS............cceeviiiiiniiieniiii e 2,032 1,900 1,900
NIZ State Tax Transfer..........ccccvvvvvvvvvennnnns -39,621 -39,400 -47,100
CRIZ State Tax Transfer.. 0 -8,000 -12,400
DelinQUENt NOLICE CIEAT........uiii ittt 6,028 0 0
Y0 = WO - OO $ -23,113 % -35,000 $ -47,100
TOTAL TAX REVENUE. ... $ 29,492,319 $ 30,943,287 $ 33,448,375
NONTAX REVENUES
State Stores FUNA TranSTer......cccviiiiii i $ 80,000 $ 0 $ 100,000
Enhanced LCB ProCeeds..........ccocvviiiiiiiiiiiiin i $ 0o 3 0 s 100,000
Licenses, Fees and Miscellaneous
Governor's Offices
MISCELLANEOUS REVENUE
RIGNE TO KNOW.....eiieiiiee ettt e e e e e e e e e e e e e snnreaee s $ 2 $ 0 $ 0
DEPARMENT TOTAL....cviviiiieiecectete ettt sas $ 2 % 0o 3 0
Executive Offices
MISCELLANEOUS REVENUE
Miscellaneous..........ceeeveiiiiieieeeiiiiiieeee e - 500 $ 500 $ 501
Interest Transferred to Employee Benefits -848 -848 -847
Refunds Of Expenditures Not Credited To Appropriations...........cccccvveeeerinnns * * *
SUBTOTAL. ettt e e e e et e e e e e e et re e e e e e e enaaraaeeeaeas $ -348  $ -348 % -346
DEPARMENT TOTAL..utiitiieieiiiiiie e e eetieeea e e e s e siteeea e e s snntaaeea e e e e snnnnneeeas $ -348 $ -348  $ -346
Lieutenant Governor's Office
LICENSES AND FEES
Board Of Pardons FEES............ccccvviiiiiiiiiiiiiciccc e $ 16 $ 16 $ 16
Board Of Pardons — Filing Fees. 7 7 7
SUBTOTAL . ..ttt ettt ettt e et e e et e e et e e e st e e e enaaeeeesseaesnaeeas 23 23 23
MISCELLANEOUS REVENUE
MISCEIIANEOUS. ......eiiii it e e e e e e s etarre e e e e e $ * $ * $ *
RIGNE TO KNOW ...t *
SUBTOTAL. ..ttt ettt ettt ettt et e e ettt e et e e e st e e e et e e e ansaaeanaeeas 0 $ 0 $ 0
DEPARMENT TOTAL 23 % 23 $ 23

* Less than $500.
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(Dollar Amounts in Thousands)

2014-15 2015-16 2016-17
Actual Estimated Budget
Auditor General
LICENSES AND FEES
Filing Fees — Board of Arbitration of Claims 1 3 1 3 1
DEPARTMENT TOTAL...cuttitiiiiiteitie ittt 1 3 1 3 1
Attorney General
MISCELLANEOUS REVENUE
Assessed Civil Penalties Payments..........c.ccoiiiieiiieeiniieeeiiie e $ 708 $ 477  $ 477
Criminal Restitution General Fund................ccccee.. 89 45 45
Miscellaneous Interest Offset for Appropriation 611.... -93 -85 -85
MiISCEIIANEOUS.......cooiiiiiiiiiieeii e 589 40 40
Refunds Of Expenditures Not Credited To Appropriations.............cccceeevuvveeen. 58 30 30
DEPARTMENT TOTAL ..ttt e saeennee e e $ 1,351 $ 507 $ 507
Treasury Department
MISCELLANEOUS REVENUE
Allocation of Treasury Costs........... e 3 4349 % 3,960 $ 4,000
Contra Account Audit Service fees 0 -250 -200
Dividend Income Reinvested - LONG TerM........coooviiiiiiieiiiieenieee e 64 0 0
Interest on Average Collected Balance - WIC Program..........ccccceeevveeeniineene 18 0 0
INtErest ON DEPOSILS.......cciiiiiiiiiiie ettt 34 0 0
INEErESt ON SECUILIES. ....oviiiiiieiicii e 0 3,360 3,867
MISCEIIANEOUS. ......eeiiiiie ittt 219 0 0
REAEPOSIt Of ChECKS. ... .uiiiiiiiiiiiiie et 389 1,000 800
Treasury INVESE INC......uuuueiiiiiiiiiiiiiiiiiiiiii e 3,358 0 0
Unclaimed Property — Recovery Fees w/h for Audit Service............ccccceene 0 -10,000 -5,000
Unclaimed Property — Contra Acct Paypal Fees................... -4 0 0
Unclaimed Property — Claim Payments............... -125,100 -110,000 -140,000
Unclaimed Property — Financial Institution Deposits.. 166,205 43,000 45,000
Unclaimed Property — Other Holder Deposits...........cccooruvieiniiieiiieeeiieeeee 503,343 247,600 227,200
DEPARTMENT TOTAL ..ottt ettt e e e e e e e eeeeeee s $ 552,875 $ 178,670 $ 135,667
Department of Agriculture
LICENSES AND FEES
ADALLOIr LICENSES. ......oiiiiiiiieiiereere e 5 % 5 3 1
Approved Inspectors Certificate And Registration Fees.... . 3 3 3
Eating & Drinking LICENSES. ........uuuiiiiiiiiiiiiee et e e esieeea e e e s seaaee e e e e nnnnnes 2,383 2,500 2,500
EQgQg Certification FEES......coiuiiiiiiiii e 10 12 12
EQg OPENING LICENSES. ...ccoiiiiiiiiiiie ittt 1 0 1
Garbage Feeders LICENSES.........uuuiiiiiiiiiiiiee ettt * * *
1CE Cream LICEBNSES. ....ciiiii ittt 147 150 150
Lab Directors' EXam FEES.........cccoiiiiiiiiiiiiiiiii e 3 1 1
Livestock Branding Fees....... * * *
Poultry Technician Licenses.................... 5 5 5
Pub Weighmasters (Under Act 155)....... 249 200 200
Registration Fee — Food Establishment. 225 230 230
Rendering Plant LICENSES........coocuiiiiiiiiiiiie e 2 2 1
SUBTOTAL ..ttt $ 3,033 $ 3,108 $ 3,104
MISCELLANEOUS REVENUE
Interest Earnings Contra BA 68............ccoiiiiiiiiiiiiiiieicc e $ 11 0% 0o $ 0
MiISCEIIANEOUS.......eoviieiiieiee ettt 1 0 0
Refunds Of Expenditures Not Credited To Appropriations.............ccccveevcunenn. * 0 0
RIGNE 10 KNMOW.....ei ittt * * *
SUBTOTAL 10 $ 0 $ 0
DEPARTMENT TOTAL 3,023 % 3,108 $ 3,104

* Less than $500.
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(Dollar Amounts in Thousands)

2014-15 2015-16 2016-17
Actual Estimated Budget
Department of Banking and Securities
LICENSES AND FEES
Licenses and Fees 26,726  $ 24872 % 23,526
SUBTOTAL. ettt 26,726  $ 24,872 % 23,526
MISCELLANEOUS REVENUE
MiISCEIIANEOUS.......couiiiiiieiie et $ 0o 3 * $ *
Refund of Expenditures not Credited t0 APProp........ooocuvreeeeeriniiieieeeeeeeiiies * 0 0
SUBTOTAL ettt ettt ettt ettt et e et e e nneeaneeenneas $ 0o $ 0o $ 0
DEPARTMENT TOTAL...cuttitiiiiiteitie ittt $ 26,726 $ 24,872 $ 23,526
Department of Community and Economic Development
LICENSES AND FEES
Municipal INdebtednNess FEES.........cooviiiiiiiiiiiiieee e $ 305 $ 304 $ 305
SUBTOTAL. .ttt $ 305 3 304 $ 305
MISCELLANEOUS REVENUE
INterest From Grant@es..........ccuviiiiii i $ 18  $ 18 % 18
MISCEITANEOUS. ...ttt 42 41 37
General Principal RepaymMents...........cuiiiiiiiiiiiieiiiee e 0 0 5
General INterest 0N LOANS.........ccviiiiiiiiiiiie e e 0 0 1
HRA/EDS Principal Repayments.... 109 109 110
HRA/EDS Interest Repayments.. 0 0 0
HRAJ/EDS Interest on Loans........ 2 2 2
ID/BID Principal Repayments... 897 897 900
ID/BID Penalty Charges........ 0 0 *
ID/BID INtEreSt 0N LOGNS......cuviiiiaiieiieeiiieetie et 143 143 145
PENNWORKS INterest 0N LOANS..........uiiiiiiiiiiiiie e ee e eviaie e 1,096 1,096 1,100
PENNWORKS Penalty Charges.........ccccooiuuiiaiiiieiiiiie et 4 4 4
PENNWORKS Principle REPAYMENT.......cccoiiiiiiiieie e seiee e 3,703 3,703 3,705
Refunds of Expenditures Not Credited to Appropriations..............cccuveeeeeeennnes 123 122 121
SUBTOTAL. .t $ 6,137 $ 6,135 $ 6,148
DEPARTMENT TOTAL. ...ttt sttt $ 6,442 $ 6439 $ 6,453
Department of Conservation and Natural Resources
MISCELLANEOUS REVENUE
CAMP LEASES. ....eiiiitiie ettt $ 797 % 800 $ 800
GroUNd RENES......ciiiiiiiii ittt 26 20 20
HOUSING RENES ...ttt e e e e e et e e e e e s snnaaeaeeeeesennnnnes 24 24 24
Minerals Sales... e 1 2 2
Miscellaneous....... 4 5 5
Sale of DEP Water Kits..... 1 2 2
Parks Consignment Sales. 2 1 1
Refunds Of Expenditures Not Credited To Appropriations. * 0 0
RIGNES-OF-WAY ...ttt sttt e nne e 1,078 1,000 1,000
WaALET LEASES. .. ..ottt e 19 21 21
DEPARTMENT TOTAL ..ttt $ 1,952 $ 1875 $ 1,875
Department of Corrections and Rehabilitation
MISCELLANEOUS REVENUE
ANtitrust Case PAYMENTS..........oiiiiiiiiiiiieiiei et $ 0o $ 5 % 6
MISCEIIANEOUS.......covrieiiiieiie ettt 20 26 26
Refunds Of Expenditures Not Credited To Appropriations............cccoceeevinnen. 258 2 2
Telephone COMMISSIONS.......ccoiuiiaiiiiieiiiie et e e sieee e 5,692 4,217 4,217
DEPARTMENT TOTAL...ctiiieiriesiee e $ 5970 $ 4250 $ 4,251

* Less than $500.
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(Dollar Amounts in Thousands)

2014-15 2015-16 2016-17
Actual Estimated Budget
Department of Education
LICENSES AND FEES
Fees FOr GED TranSCHPLS.......ciciieieiiiiee ettt e st e e et evee e st e e e e snrea e $ 57 % 57 $ 57
Fees For Licensing Private Schools 148 149 149
PDE Fees Transcripts — Closed Private SChools............cccccvveiiiiiiiiieee e, * * *
Private Academic School Teacher Certification Fees...........ccccceeeeniiiiiinenennn. 150 38 38
Fees For Licensing Private Driver Training SChools............cccccooviiiiiieinneene 106 96 96
Secondary Education Evaluation FEes............cccuuiiiiiiiiiiiiiiiieeeeiieeee e 9 8 8
Teacher CertifiCation FEES. ......cciiiiiiiiiiieiecccc e 2,379 2,300 2,300
Fingerprint and FBI Background Check Fees.............cccoeiiiiiiiiiniiiciic e, 495 700 900
SUBTOTAL ettt sttt ettt ettt snee e nnee s $ 3344  $ 3,348 $ 3,548
MISCELLANEOUS REVENUE
MISCEIIANEOUS. ......ciiiiiie ittt ettt e et a e $ * $ 0o % 0
Right t0 KNOW......cciiiiiiiiiiiiii e 2 0 0
Refunds of Expenditures Not Credited to Appropriations............ccccceeveeenvnnn. * 0 0
SUBTOTAL ettt ettt ettt ettt $ 2 3 0o $ 0
DEPARTMENT TOTAL....oouiiiiiieieteieeresieieiete e $ 3346 $ 3348 $ 3,548
Emergency Management Agency
MISCELLANEOUS REVENUE
Interest Earnings Contra BA 31........cccooovevieninieneeeene. $ 5 % 0o 3 0
Refunds of Expenditures Not Credited to Appropriations * 0 0
DEPARMENT TOTAL .ttt ettt $ 5 8 0 $ 0
Department of Environmental Protection
LICENSES AND FEES
Bituminous Shot Firers and Machine Runners Exam A...........cccccoeviieeeniineenn. $ 3 % 2 % 2
Blasters' Examination and Licensing Fees 36 35 35
Dams and Encroachment Fees................... 291 221 221
Explosives Storage Permit FEES........ccviiiiiiiiiiiiiiiiiic e 71 72 72
Government Financed Costs CONLrACES..........cuieiiirieiiiieeiiiee e eiiee e 60 0 0
Hazardous Waste Facility Annual Permit Administration Fees....................... 28 27 27
Hazardous Waste Facility Permit Application Fees...........cccccovviiiiniininiineenne 158 128 128
Hazardous Waste Storage-Disposal Fac-Fee.........cccocccveeviviiiiiiie i 1 41 41
Hazardous Waste Transporter License and Fees...........cccccovviiiieeeiniiniiienenn. 39 42 42
Infectious and Chemical Waste Transport Fees......... 13 11 11
Municipal Waste Annual Permit Administration Fees...........cccocovvvieiiinniinnnn. 182 194 194
Municipal Waste Permit Application Fees................ 127 115 115
Residual Waste Permit Administration FEes...........ccovvviiiiiiiiiieiiieiiiiieeeeen 272 236 236
Residual Waste Permit Application/Modification Fees..............ccovvvervieeennnne. 57 46 46
SeWage Permit FEES......ooiiiiiiiiiiie e 90 103 103
Submerged Land FEES........cocuviiiiiiiiiii e 57 54 54
Water Bacteriological EXamination FEES...........cccueeiiiiieiiiiieiniiiieeiiieeeiiee e 11 17 17
Water Power and Supply Permit FEEs.........ccccoviiiiiiiiiiiiiiiiceee e 92 93 93
SUBTOTAL 1588 $ 1,437  $ 1,437
MISCELLANEOUS REVENUE
LC (o TN aTo = =T o - | USRS $ 10 $ 10 $ 10
MISCEIIANEOUS. ...ttt 12 12 12
Payment To Occupy Submerged Lands...........coooveiiiieieiiiieiiiiee e 1,556 1,170 1,170
Refunds of Expenditures Not Credited to Appropriations............cccccveveeennnen. * * *
RIGhtS-0f-WaY........eiiiiiiiiiiiie e 6 18 18
Royalties for Recovery Of Materials — Schuylkill River. 77 93 93
SUBTOTAL .ttt ettt ettt b e $ 1,661 $ 1,303 $ 1,303
DEPARMENT TOTAL. ..ttt eseseneseesesssessnenensens $ 3249 $ 2740 $ 2,740

* Less than $500.

Wpennsylvania C1-26 Governor’s Executive Bubget 2016-2017



General Fund Revenue Detalil

(Dollar Amounts in Thousands)

2014-15 2015-16 2016-17
Actual Estimated Budget
Department of General Services
MISCELLANEOUS REVENUE
Allocation Of Purchasing Costs JOD 7.........ccveiveeiieiiieeiieiieesee e $ 4326 % 4,434 % 4,545
Real EState SEIVICES........cooiiiiiiiie e 180 247 253
Refunds of Expenditures Not Credited to Appropriations..............cccvvvveeeeennnnns * * *
Rental Of State PrOPertY.......uuviiieeeiiiiiiie e et seee e e e s e e e e e nraeeeas 128 75 75
RIGNE TO KNOW....eeeiee et 2 1 1
Sale Of State ProPertY......cccvveiiieee ettt e e e e e e e e 2,603 4,000 4,000
Sale Of Property Escrow.......... -495 125 125
Reading State Office Building..... . 94 261 268
Scranton State Office Building 314 787 806
DEPARTMENT TOTAL. ...ttt $ 7,152 $ 9930 $ 10,073
Department of Health
LICENSES AND FEES
Bathing Place Program — Application Fees..........c.ccceviviiieiiiiciniiieeeceee $ 1 3 1 3 1
Birth CertifiCate FEES......coiuuiiiiiiii it 5,555 5,555 5,555
Birth Certificate FEES - TranSfer.........iiiiiiiiieiccccec e -2,531 -2,532 -2,532
Cre Certification FEES........ccoiuiiiiiiie et 25 21 21
Home Care Agency Licensure Fees.. 141 140 140
Hospice Licensing Fees..... e 27 27 27
Immunization Service Fees......... BT PPUPTP PPN 17 32 32
Miscellaneous LICENSUIE FEES..........uiiiiiiiiiiiie e 204 198 198
NUrSING HOME LICENSES.......uviiiiiiiiiiiie it 289 283 283
Pediatric Extended Care LiCensiNg FEES.........uciiiiiiiiiiieiiiie e 16 10 10
Profit Making Hospital LICENSES..........ccoiiiiiiiiiiie e 199 271 206
Organized Camps Program FEES..........uuiiiiiiiiiiiiiiiiee e 3 3 3
Registration Fees — Hearing Aid ACt..........cuuviiiiiiiiiiiieeee e 121 125 125
Registration Fees — Drugs Devices and Cosmetics Act.. 472 475 475
Vital Statistics FEES......ooviiiiiiieiiiiiieieee e 1,761 1,761 1,761
Wholesale Prescription Drug Distribution LICENSES...........ccovvveeiriieeiiineennine, 71 72 72
SUBTOTAL. .ttt ettt $ 6,371 $ 6,442 $ 6,377
MISCELLANEOUS REVENUE
MiISCEIIANEOUS.......eeviiiiiie ettt sttt e ae e sraeabeenneas $ 0 3 97 $ 97
RIght 10 KNOW......oiiiiiiiiiiie e 1 2 2
Refunds of Expenditures Not Credited to Appropriations... * 0 0
SUBTOTAL. ettt $ 91 % 9 $ 99
DEPARTMENT TOTAL. ..ottt s e e e et e e e e e eaaaaas $ 6,462 $ 6,541 $ 6,476
Historical and Museum Commission
MISCELLANEOUS REVENUE
MISCEIIANEOUS. ..ottt ettt et e e e tee e e eneeas $ 0 $ 43 3 40
Refunds of Expenditures Not Credited to Appropriations.............ccccovveeeiuneen. * 0 0
DEPARTMENT TOTAL 0 3 43  $ 40

* Less than $500.
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General Fund Revenue Detalil

(Dollar Amounts in Thousands)

2014-15 2015-16 2016-17
Actual Estimated Budget
Insurance Department
LICENSES AND FEES
AGENES" LICENSES...ceiieiiiiiiiiiiee e e ettt e e e e e sttt e e e e s st e e e e e e ssatareeaeesesnnnranaeaeeaas $ 32,261 $ 32,208 $ 33,044
Brokers' Licenses 10,885 10,833 11,152
Division of Companies Certification — Certificates and Filing Fees................ 2,076 2,105 2,108
Examination Fees and EXPENSES..........uuviiiiiiiiiiiiiieaeiiiiiee e et e e e e e 3,598 3,250 3,250
Market Conduct Examination FEES...........ccoiiiiiiiiiiiiiiiiic e 679 500 500
MISCEIIANEOUS FEES......eeiiiiiiiiiiii et e 691 660 683
(000 a1 1= T I = Va1 (=T (TR -28,817 -27,366 -27,957
Valuation Of POICIES FEES.......ccoiiiiiiiiiieeei e 7,490 5,176 5,176
51U @ Y RO $ 28,863 $ 27,366 $ 27,956
MISCELLANEOUS REVENUE
MISCEIIANEOUS. .....eeiiiee ettt e e e e s e e e e e s snnrreeeeeeaas $ 10 $ 0 % 0
Refunds of Expenditures Not Credited to Appropriations.. * 0 0
SUBTOTAL. .ttt $ 10 $ 0 $ 0
DEPARTMENT TOTAL..cetttiiieiiieeiee sttt et snee e neees $ 28,853 $ 27,366 $ 27,956
Department of Labor and Industry
LICENSES AND FEES
ACCESSIDIIY ..ottt $ 34  $ 42 $ 38
Approval of Building Plan FEes..........cccoiiiiiiiiiiiiiiii et 506 475 475
Approval of Elevator Plan Fees... 614 500 500
Bedding And Upholstery Fees..... 797 725 725
Boiler Inspection Fees............. 3,531 3,350 3,350
BOIlEI PIAN FEES...cciiiiiiiiii ettt 59 70 70
Elevator INSPECHION FEES.......iouiiiiiiie ittt e e 1,171 800 800
Employment AGENCY LICENSES. .....c.uuiiiiiiieiiiie ettt -1 0 0
Flammable Liquids Storage Fees..........cocvviiiiiiiiiiiiiiiiicciiie e 38 38 38
INAUSEHIAl BOAI. .....cciiiiiiiiiii e 81 80 80
Industrial Homework Permit FEES...........oociiiiiiiiiiiiiiciicce e 0 0 0
Liquefied Petroleum Gas Plan Fees............... 41 40 40
Liquefied Petroleum Gas Registration FEes...........ccouiiiiiiiiiiiiiiiiiiie s 134 75 75
Stuffed Toys Manufacturers' Registration Fees.... 63 63 63
UCC CertifiCaLIONS. ....eeeieee ettt ettt e e e e e e e e aenaees 67 72 65
SUBTOTAL .ttt et $ 7,135 $ 6,330 $ 6,319
MISCELLANEOUS REVENUE
MiISCEIIANEOUS.......coiiiiiiieiei et 3 1 1
Interest Earnings Contra BAL2..........ooiuuiiiiieiiiiiieiee e -4 0 0
Refunds of Expenditures Not Credited to Appropriations..............ccccuveeeeeennnne * 0 0
SUBTOTAL. .t $ 1008 1 3 1
DEPARTMENT TOTAL...ctttiiieiitieiee ettt $ 7,134  $ 6,331 $ 6,320
Department of Human Services
LICENSES AND FEES
Personal Care Facilities LICENSES..........cccvviiiiiiiieiicieeee e $ 47 % 47 % 47
SUBTOTAL 47 % 47  $ 47
MISCELLANEOUS REVENUE
MISCEIIANEOUS. ......coiiiiiie ettt ettt ettt e et e e e e e nae e e neas $ 6 6 6
Refunds of Expenditures Not Credited to Appropriations..............cccvuvveeeeernnnns * * *
SUBTOTAL. c.ceiieetee ettt 6 $ 6 $ 6
DEPARTMENT TOTAL 53 $ 53 $ 53

* Less than $500.
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General Fund Revenue Detalil

(Dollar Amounts in Thousands)

2014-15 2015-16 2016-17
Actual Estimated Budget
Department of Revenue
LICENSES AND FEES
Certification And Copy Fees 38 % 38 % 39
Cigarette Permit FEes. ... 771 772 773
Domestic Violence and Rape Crisis Program Fee............cccccveeriiiinnieeeniineen. 1,205 1,109 1,009
LICENSE FEES......cueiiiiiiiiii 0 0 0
SUBTOTAL ettt ettt ettt et e sne e e nneeaneeennees $ 2,014 % 1919 $ 1,821
MISCELLANEOUS REVENUE
Exempt Collections Per ACt 1992-67.........cccuvteiiiiiiiiiieiiiiee e $ 15,366 16,145 16,389
DiStriCt JUSEICE COSES......uviiiiiiiiiiiiie et 7,631 7,631 7,631
Miscellaneous.................... -11 136 136
Distribution Due Absentee.... e 59 58 58
Conscience MONEY..........ccoeerieeeenineennns 2 2 2
Right to Know........ e ———————— * * *
Refunds of Expenditures Not Credited to Appropriations............ccccovcvveeriineenn. 30 32 35
SUBTOTAL ettt ettt ettt ettt e et es $ 23,077  $ 24,004 $ 24,251
DEPARTMENT TOTAL....oouitiiiiiieieteieee ettt $ 25091 $ 25923 $ 26,072
Department of State
LICENSES AND FEES
Charities Bureau Registration FEES...........ccueiiiiiiiiiiiiiiiceiiiie e $ 2,405 2500 $ 2,600
Commission and Filing Fees — Bureau Of Elections.. 523 620 620
Commission and Filing Fees — Corporation Bureau.............ccccocveeeiieeennnenn. 26,339 26,750 27,200
Campaign FINANCE FEE.........cociuiiiiiiii it 115 90 73
Notary Public COmMMISSION FEES........cccueiiiiiiiiiiiie e 939 935 975
SUBTOTAL ettt ettt ettt ettt $ 30,321  $ 30,895 $ 31,468
MISCELLANEOUS REVENUE
Prof.& Occupational Affairs Credit Card Transfers $ 2,006 $ 0 s 0
Interest Transferred to HAVA Program...........cccccceevennen. -24 0 0
Refunds of Expenditures Not Credited to Appropriations............cccccveveeenvneen. * 0 0
SUBTOTAL .ttt ettt $ 1,982 $ 0 $ 0
DEPARTMENT TOTAL...vouiuiiiiieietereeresesieietesee e $ 32303 $ 30,895 $ 31,468
State Police
MISCELLANEOUS REVENUE
Act 64 - Contra Miscellaneous REeVENUE ...........ccccveriiinieiiienieeieenre e $ 10 % 0 s 0
MISCEIIANEOUS.......coiiiiiiiiiii e 404 175 175
Reimbursement FOr LOSt Property.........coccueviiiiieiniiieiiecesieieeeee e * 1 1
Refunds of Expenditures Not Credited to Appropriations..............cccveeeeeennnnee * 300 300
DEPARTMENT TOTAL...ctttitieiiitaiee sttt $ 394 % 476 $ 476
Department of Transportation
MISCELLANEOUS REVENUE
MiISCEIIANEOUS.......coviieiiiiiii ettt $ 0o 3 5 8 5
RIGNE TO KNOW. ..t 8 10 10
DEPARTMENT TOTAL..cetitiiieiiieeitee et siee e snte e e snee e e nneees $ 8 $ 15 $ 15

* Less than $500.
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General Fund Revenue Detalil

(Dollar Amounts in Thousands)

2014-15 2015-16 2016-17
Actual Estimated Budget
Other
LICENSES AND FEES
Gaming Control Board - Ancillary Table Games License Fees...........c.cc....... $ 285 % 208 $ 25,168
SIOtS LICENSE FBE...cciiiiiiiiee et 50,000
Liquor Control Board - Small Games of Chance - License Fees 26 * *
SUBTOTAL. ..ttt $ 311 $ 50,208 $ 25,168
MISCELLANEOUS REVENUE
Payments in Lieu of Taxes — SWIF......cccuiiiiiiiaiiiiee et $ 4533 % 3,000 $ 3,000
Gaming Control Board - Refunds of Expend Not Credited to Approp ............. * 0 0
Insurance Contra IROC REIUM ..o 6,448 8,700 0
State Ethics Commission - Refunds Not Credited to Approp.........cccceeeeeeeuenees 0 2 2
SUPIEME COUIM ... 51 32 32
Transfers From Special FUNGS.............ooiiiiiiiiie e 226,704 131,400 0
SUBTOTAL. .t $ 237,736 $ 143,134 $ 3,034
DEPARTMENT TOTAL...cittiiiiiitetet ettt $ 238,047 $ 193,342 $ 28,202
Total Licenses, Fees and Miscellan@ous.........cccccooveeeiiiieeiiiie e $ 950,104 $ 526,400 $ 318,500
Fines, Penalties and Interest on Taxes
Corporation Net INCOME TaX.....ueiiuriiiiiieeiiiie et $ 0 3% 0 $ 0
Interest on Excise Taxes — Corporations (Department of Revenue).............. -0 0 0
Penalties on Excise Taxes — COrporationsS.............cueeereeeeriineeesnieeenieee s 0 0 0
SUBTOTAL ...ttt ettt $ 0 3 0 3 0
Other Fines and Penalties
Department of Agriculture
Amusement Rides and Attractions — FINES..........cceeeviiievieiieesie e $ 0o $ 3 % 3
General Food FInes.........cccccoviiiiieiiiiniiiins 20 0 0
Harness Racing Fines and Penalties 152 150 150
Horse Racing Fines and Penalties......... . 94 92 92
MISCEIIANEOUS FINES.......uiiiiiiieiiiiieiie et 0 6 6
Civil Penalties - Food Establishments.............cccocooiiiiiiniiee, 9 5 4
Weights & Mearsures DiViSion = FINES.........ccooiiuiiiiieeeiiiiiiiee e ssiieeee e e e 0 3 3
Department of Conservation and Natural Resources
MiSCEllaNEOUS FINES.......ccviiiiiiieiie e * 0 0
Department of Environmental Protection
MiISCEIIANEOUS FINES.....ccuviiiiiiiiiiiiee ettt 10 7 7
Ethics Commission
ViolationS-ACt 1978-170......ccueeiuieeieeiieeniie et e see et ntee e e sree e sreeeneee e 149 60 60
LODDYING ACE 134-2086......cceeeeiiiiiiiieeee ettt 0 65 65
Gaming Control Board
Miscellaneous Fines and Penalties............ccccoviiiiiiiiiiiiiie e 587 587 587
Insurance Department
MiISCEIANEOUS FINES.......uuuiuiriiiiiiiiiiitittib bbb ebsbaaeraasasrarsrabarersberaaarees 1,939 1,500 1,500
Surcharge Moving Vehicles Violations.............ccccoiiiiiiiieiiiieeee e 33,221 31,416 28,803
Department of Labor and Industry
MiINOr Labor LAawW FINES........cooiiiiiiiiiie e 1 1 1
MiISCEIlANEOUS FINES.....ccuiiiiiiiiiiiiie et 54 50 50
Public Utility Commission
Violation Of Order FINES........uuvuiiiiiieiiieeiieeieeeeseeeeeseeeseeeeeeesseseesssessseeererererea... 1,883 1,500 1,800

* Less than $500.
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General Fund Revenue Detalil

Department of Revenue

Malt Liquor Fines and Penalties. ...
Commercial Driver Fines...........

Act 154 - 1994 Police Pursuits...............
Emission Regulation Fines & Penalties............cccceiviiiiiiiiciniiececc e
Fines - Restoration - Operating PriVileges. ..........oocuiiiieiriiiiiiiee e
Restoration of Vehicle Registration.............ccccovouviiiiiiiiniiiciiiec e
ACt 64 CONLra FEVENUE COUR......eiiieiiiiiiiiiiee e ettt e e e et e e e e s e e e e e e e e snnees
State Gaming Tax PeNalties...........ccuviiiiiiiniiiiiiiieee e
Vehicle Code Fines - Lcl Police ENf...........ooiiiiiiiiiiieeeeeeee e
Vehicle Code Fines - Overweight Trucks..
Vehicle Code Fines - St Police Enf...........

(Dollar Amounts in Thousands)

SUBTOTAL. ..ttt $

Total Fines, Penalties and Interest

TOTAL NONTAX REVENUES

TOTAL GENERAL FUND REVENUES............ccooiiiiiiii $

2014-15 2015-16 2016-17
Actual Estimated Budget
4 4 4
326 326 326
* 1 1
47 74 99
6,266 7,356 7,356
1,705 1,994 2,283
-16,129 -16,129 -16,129
11 0 0
21,778 21,778 21,778
441 441 441
17,510 17,510 17,510
70,078 68,800 $ 66,800
70,078 68,800 $ 66,800
1,100,182 595,200 $ 585,300
30,592,501 31,538,487 $ 34,033,675

* Less than $500.
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General Fund Revenue Summary

Revenue History

This table shows six years of actual 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)

2009-10 2010-11 2011-12 2012-13 2013-14 2014-15
Actual Actual Actual Actual Actual Actual
TAX REVENUE
Corporation Taxes
Corporate Net Income TaX.......ccccceeeeennne $ 1,790,963 $ 2,131,451 $ 2,022,401 $ 2,423,441 $ 2,501,635 $ 2,811,484
Capital Stock and Franchise Taxes......... 761,188 819,363 837,243 602,249 320,207 241,587
Selective Business:
Gross Receipts TaX......ocovveereveeeriieeenns 1,286,669 1,225,163 1,330,023 1,306,271 1,279,229 1,261,821
Public Utility Realty Tax.... 39,549 34,434 28,721 43,884 37,048 38,157
Insurance Premiums TaX...........cceuvvenes 459,528 428,594 458,409 446,946 432,073 454,307
Financial Institutions TaxX............cc..cc..... 222,802 237,631 272,462 351,477 317,875 294,080
Severance TaX......ccooovevvvveeeeennn. 0 0 0 0 0 0
Other Selective Business Taxes 18,508 15,391 14,451 15,451 10,315 15,462
Total — Corporation Taxes.........cccccveeerunee $ 4,579,207 $ 4,892,027 $ 4,963,711 $ 5,189,719 $ 4,898,382 $ 5,116,898
Consumption Taxes
Sales and Use TaX.....ccceeeevviviiveineeeeennnn, $ 8,029,170 $ 8,590,217 $ 8,772,266 $ 8,893,714 $ 9,129,621 $ 9,493,107
Cigarette TaX....oocveeveeeerieeeeeeiieeeeiieeeeees 976,056 1,075,366 1,069,907 1,024,081 976,908 927,205
Other Tobacco Products TaX................... 0 0 0 0 0 0
Malt Beverage TaX.......ccceeuee. 26,587 25,923 25,903 25,152 25,096 24,473
LiQUOT TaX..eeeeiireeeiieeeeeieiee e 271,015 281,746 298,144 311,248 320,912 334,414
Total — Consumption Taxes..........cccceeuee $ 9,302,828 $ 9,973,252 $10,166,220 $ 10,254,195 $ 10,452,537 $ 10,779,199
Other Taxes
Personal Income TaX.......ccccvveeeeeieiicninnnnns $ 9,968,733 $10,435,706 $10,800,528 $11,371,245 $11,437,304 $12,107,377
Realty Transfer TaX.......cooceveieeeiniineenns 296,033 279,151 292,152 338,745 375,408 413,778
INheritance TaX.....cccccvevveiviieiieee e 753,778 805,214 827,682 845,258 877,423 1,002,259
Table Games........ccoccveeveeiiiiiiciiiiieee e, 0 68,663 95,029 88,679 90,451 95,921
Minor and Repealed Taxes...........ccccuee... 9,349 6,607 3,207 -20,678 -33,442 -23,113
Total — Other Taxes.......cccceevecvvvvviveeeeennnns $11,027,893 $11,595,341 $12,018,598 $12,623,249 $12,747,144 $ 13,596,222
TOTAL TAX REVENUE.......cccevne.. $ 24,909,928 $ 26,460,620 $ 27,148,529 $ 28,067,162 $ 28,098,063 $ 29,492,319
NONTAX REVENUE
State Stores Fund Transfer..................... $ 105,000 $ 105,000 $ 80,000 $ 80,000 $ 80,000 $ 80,000
Licenses, Fees and Miscellaneous:
Licenses and Fees..........cccccveevivereennen. 284,002 125,420 138,822 137,010 109,287 110,115
Miscellaneous...........cccceeveveeeeciiieeecnnen. 2,322,688 790,443 244,227 307,338 248,832 839,900
Fines, Penalties and Interest:
On Taxes 24,018 12,540 14,344 14,524 0 0
Other....... 2,525 3,193 52,078 40,911 70,969 70,167
TOTAL NONTAX REVENUES $ 2,738,233 $ 1,036596 $ 529,471 $ 579,783 $ 509,088 $ 1,100,182
GENERAL FUND TOTAL.................. $ 27,648,161 $27,497,216 $27,678,000 $28,646,945 $28,607,152 $ 30,592,501
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MoTOR LICENSE FUND

The Motor License Fund is a special revenue fund composed of monies
received from liquid fuels taxes, licenses and fees on motor vehicles, aviation
fuel tax revenues, federal aid for highway and aviation purposes, contributions
from local subdivisions for highway projects and other miscellaneous highway
revenues.

The fund provides for highway and bridge improvement, design,
maintenance and purchase of rights-of-way, as well as aviation activities and
Department of Transportation licensing and safety activities. It also finances
State Police highway patrol operations and pays subsidies to local subdivisions
for construction and maintenance of roads.
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Motor License Fund

FINANCIAL STATEMENT *

(Dollar Amounts in Thousands)

2014-15 2015-16 2016-17
Actual Available Estimated
Beginning BalancCe..........ccccvvveieii i $ 104,796 $ 130,345 $ 34,293
Adjustment to Beginning Balance.............cccccevvieiennnnn. -2
Adjusted Beginning Balance............ccccooeviiiiiiieeiniieenie. $ 104,794 $ 130,345 $ 34,293
Revenue:
REVENUE RECEIPLS......vieiieiiiieieieie e sttt $ 2,611,512 $ 2,680,100 $ 2,815,500
Adjustment to Official Estimate..........cccccoevvviieeieiiiiinnnnn. 0 0 0
Prior Year LapSes......coocuuiieieeiiiiiiiiee et 23,251 20,000 0
Funds Available ... $ 2,739,557 $ 2,830,445 $ 2,849,793
Expenditures:
APPrOPHAtIONS. ... ..eeiiiiiieiiiie et et e $ 2,614,725 $ 2,801,152 $ 2,832,171
Less Current Year LapSes........coovcvvveeeeeiiininiiiee e -5,513 -5,000 0
Estimated EXpenditures..........ccoccvereevieenieeniieenie e $ -2,609,212 $ -2,796,152 $ -2,832,171
Ending BalancCe.........cocceiiiiiiiiiiiie e $ 130,345 $ 34,293 $ 17,622

* Excludes restricted revenue.
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Motor License Fund

Summary by Department

(Dollar Amounts in Thousands)

2014-15 2015-16 2016-17
Actual Estimated Budget
Executive Offices
General Government
Commonwealth Technology Services...........cccocvveeiiieiiiieeesinnn. $ 1,334 $ 1,401 $ 1,244
DEPARTMENT TOTAL...cciiiiieiiiccee e $ 1,334 $ 1,401 $ 1,244
Treasury Department
General Government
Administration Refunding Liquid Fuels TaX.........cccccvveveevicvvenenennn. $ 533 $ 533 $ 533
Refunding Liquid Fuels Taxes — Agricultural (EA).........cccceeeneee 4,100 4,600 3,800
Refunding Liquid Fuels Taxes — State Share (EA)...........ccccc..... 1,700 1,900 2,100
Refunding Liquid Fuels Taxes — Political Subdivisions (EA)........ 3,400 3,800 3,600
Refunding Liquid Fuels Taxes — Volunteer Services (EA)........... 500 600 500
Refunding Liquid Fuels Taxes
— Snowmobiles & ATV'S (EA)....cccuiiiiiiiiiiieeiiieceee e 1,000 1,000 1,000
Refunding Liquid Fuels Taxes — Boat Fund (EA). . 6,100 10,470 10,470
SUDLOtAL ... $ 17,333 $ 22,903 $ 22,003
Debt Service Requirements
Capital Debt Transportation Projects..........ccccocceeeiiieeeiiieeesienene $ 0 $ 4,223 $ 25,317
General Obligation Debt Service 16,936 16,968 17,815
Loan and Transfer AQeNt..........cooiiiiiiieaiiiiiiieeeee e 50 50 50
SUDLOtAL ... $ 16,986 $ 21,241 $ 43,182
TOTAL STATE FUNDS ...ttt $ 34,319 $ 44,144 $ 65,185
Restricted REVENUE.........cc.oeiiiiiiiiicciecc e $ 52,754 $ 51,772 $ 51,650
DEPARTMENT TOTAL...coi oo $ 87,073 $ 95,916 $ 116,835
Department of Agriculture
Weights and Measures Administration.............cccocvevvveiieesveennnns $ 4,328 $ 4,728 $ 4,728
Dirt, Gravel and Low Volume Roads..........ccccocvevveiieiiiinniciens 28,000 28,000 28,000
DEPARTMENT TOTAL...coi i $ 32,328 $ 32,728 $ 32,728
Department of Community and Economic Development
Appalachian Regional CommIiSSION............cccceeeiiiieiiiiiee i $ 1,073 $ 1,073 $ 1,073
DEPARTMENT TOTAL....ctiiiiiiiiiiiiiiieee et $ 1,073 $ 1,073 $ 1,073
Department of Conservation and Natural Resources
Dirt and Gravel ROAMS...........cccuiiiiiiiieniciiie e $ 7,000 $ 7,000 $ 7,000
TOTAL STATE FUNDS......eeeee e $ 7,000 $ 7,000 $ 7,000
Restricted REVENUE..........ccoooiiiiii e $ 7,223 $ 8,330 $ 8,962
DEPARTMENT TOTAL...ccviiiiiiieieeeee e $ 14,223 $ 15,330 $ 15,962
Department of Education
Grants and Subsidies
Safe DIVING COUISE. .....couuiiaiiiieiiiiee ettt e e $ 1,100 $ 1,100 $ 1,100
DEPARTMENT TOTAL $ 1,100 $ 1,100 $ 1,100
Department of General Services
Tort Claims PaymeNntS..........ccoiiiiiiiiieiiiieeeiec e $ 10,000 $ 10,000 $ 10,000
Harristown Rental Charges (EA) . 92 121 111
Harristown Utility and Municipal Charges (EA) 207 199 195
DEPARTMENT TOTAL..ccitiieiieiieeiee st $ 10,299 $ 10,320 $ 10,306
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Motor License Fund

Summary by Department (continued)

Department of Revenue

General Government

Collections — Liquid FUEIS TaX......ccuvvvieeeiiiiiiiieee e siiiieeeeesesininns
Refunding Liquid FUelS TaxX (EA)......coouiuriiiieeiiiiiieeee e

TOTAL STATE FUNDS.......cooiiiiiiiiiiii i,

Federal FUNAS..........cooooiiiiiiee e
DEPARTMENT TOTAL....uttiiiiieiiiiiiiiee e ssieiie e e e sinvee e e e snnees

State Police

General Government

General Government Operations..........cc.uvveveeeiiuieieeeeeinniieeeeeeeens
Statewide Public Safety Radio System .
Law Enforcement Information Technology............ccccvvveeeeiivinnnnn..
Municipal Police Training...........ccuueiiieeiiiiiiiie e
Municipal Police Training Grants. .
Patrol VENICIES. .....ccoiiiiiiiiiiee e
Automated Fingerprint Identification System .........cccccevvcvvveeeenn.
Commercial Vehicle INSPeCiONS..........cocuveiiieiiiiiiieeee e

TOTAL STATE FUNDS.......oooiiiiiiiiiii

AUGMENTALIONS....ceiieiiiiiiiii et aeree e
Federal FUNAS.........ccoiiii e

DEPARTMENT TOTAL....ccoiiiiiiiiiiieccie e

Department of Transportation
General Government

General Government Operations.............eeeeeereiiiieeeeeeeiniiiieeeeeeene 55,119
Welcome Centers........cccceeeevevvnnnn. 3,480
Highway and Safety Improvements... . 225,000
Highway Capital Projects (EA).........coovviiiiiieiiiieeniieee e 220,000
Highway MaintenancCe...........cccuuvviiieiiiiiiiiiiee et 872,426
Reinvestment in Facilities..... 16,000
Driver and Vehicle Services........ . 135,380
Refunding Collected Monies (EA)............... 1,350

SUDLOtAL ... $ 1,528,755
Grants and Subsidies
Local Road Maintenance and Construction Payments.................. $ 207,191
Municipal Roads and Bridges.............ccoviieiiriiieiniiee e 30,000
Maintenance and Construction of County Bridges.............c.c.o...... 5,000
Supplemental Local Road Maintenance &

COoNStruction Payments. .......c.cooiiuiiieiiiaiiiiiiiieee e 5,000
Municipal Traffic SigNalS...........occuiiiieiiiiiee e 10,000
Payment to Turnpike Commission (EA)........coooviiiiieieeiiiiiiieeenn. 28,000

SUbtOtal.......ccoiiiiiii 285,191
SUBTOTAL STATE FUNDS.......ccciieeeeeeeee e $ 1,813,946
Federal FUNAS..........ouviiee e $ 1,580,252
Augmentations...... 232,259
Restricted Revenue 1,421,612

DEPARTMENT TOTAL.....outiiiiiiiiiiiiii s

2014-15
Actual

15,695

16,000
31,695

255

31,950

676,118

692

9,000

685,810

$ 5,048,069

(Dollar Amounts in Thousands)

2015-16 2016-17
Estimated Budget

$ 18,076 $ 19,299
18,000 19,200

$ 36,076 $ 38,499
$ 250 $ 250
$ 36,326 $ 38,749
$ 687,585 $ 736,926
18,042 26,868

20,697 20,697

1,270 1,314

5,000 5,000

12,000 12,000

85 85

10,479 11,055
3 755158 3 813945
$ 585 $ 585
9,295 9,295

$ 765,038 $ 823,825
$ 57,124 $ 58,586
3,730 3,900

268,000 137,000
220,000 220,000
866,000 908,899
16,000 16,000
147,295 157,971

2,500 2,500

$ 1,580,649 $ 1,504,856
$ 238,503 $ 248,235
30,000 30,000

5,000 5,000

5,000 5,000

25,000 40,000

28,000 28,000

$ 356235
$ 1861001

$ 331503
$ 1012152

$ 1,689,821 $ 1,689,821
273,976 233,076
1,783,380 1,853,635

$ 5,659,329 $ 5,637,623
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Motor License Fund

Summary by Department (continued)

(Dollar Amounts in Thousands)

2014-15 2015-16 2016-17
Actual Estimated Budget
Fund Summary
State Funds — Transportation...........ccccveeeeevvvieeeeeeeciiiieene e e e e $ 1,813,946 $ 1,912,152 $ 1,861,091
State Funds — Other Departments...........cccveeieeiiiiiiieiee e, 795,266 889,000 971,080
TOTAL STATE FUNDS.....coiiiiiieciie et $ 2,609,212 $ 2,801,152 $ 2,832,171
Motor License Fund Total—All Funds
SHALE FUNAS. ...ttt $ 2,609,212 $ 2,801,152 $ 2,832,171
Federal FUNAS..........ouiiiiie e 1,589,507 1,699,366 1,699,366
Augmentations.......... 232,951 274,561 233,661
Restricted Revenue 1,481,589 1,843,482 1,914,247
FUND TOTAL. ..ottt ittt sttt snee e nnee e $ 5,913,259 $ 6,618,561 $ 6,679,445
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Motor License Fund

Revenue Summary: Five Year Revenue Projections

(Dollar Amounts in Thousands)

2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
Actual Estimated Budget Estimated Estimated Estimated Estimated
Liquid Fuels Taxes.........c.ccevvenene. $ 1,562,431 $ 1,678,600 $ 1,765,400 $ 1,888,900 $ 1,883,200 $ 1,898,900 $ 1,914,000
Motor Licenses and Fees.............. 950,807 953,800 1,003,300 1,010,000 1,032,300 1,049,000 1,059,500
Other Motor License
Fund Revenues..........c.cccccceeuenne. 98,274 47,700 46,800 40,600 41,000 41,400 41,700
TOTAL MOTOR LICENSE
FUND REVENUES............... $ 2,611,512 $ 2,680,100 $ 2,815,500 $ 2,939,500 $ 2,956,500 $ 2,989,300 $ 3,015,200
Aviation Restricted
Revenues..........cccocveviviiicnnee. $ 9,756 $ 7,700 $ 6,900 $ 6,900 $ 6,900 $ 6,900 $ 6,900
Highway Bridge Improvement
Restricted Revenues................... $ 168,274 $ 194,100 $ 210,900 $ 234,700 $ 237,700 $ 241,300 $ 245,000
State Highway Transfer
Restricted Revenues................... $ 39339 $ 46,300 $ 50,400 $ 56,200 $ 56,700 $ 57,100 $ 57,500
Oil Company Franchise Tax
Restricted Revenues................... $ 721,220 $ 849,700 $ 924,200 $ 1,030,800 $ 1,039,400 $ 1,047,300 $ 1,054,700
Supplemental Maintenance
Restricted Revenues................... $ 504,854 $ 595,000 $ 647,200 $ 721,900 $ 727,900 $ 733,400 $ 738,500

Adjustments to Revenue Estimate

On December 23, 2015 an official estimate for the 2015-16 fiscal year of $2,680,100,000 was certified. The estimate
detailed below reflects actual revenue collections through the first six months of the fiscal year and expected collections
for the balance of the fiscal year.

(Dollar Amounts in Thousands)

2015-16 2015-16

Official Revised

Estimate Adjustments Estimate
LiQuid FUEIS TaXES.....uuviiiieeeiiiiiiie e e e e estieee e e e e st e e e e e sinaea e e e $ 1,678,600 $ 0 $ 1,678,600
Motor Licenses and Fees 953,800 0 953,800
Other Motor License Fund Revenues 47,700 0 47,700

TOTAL. et $ 2,680,100 $ 0 $ 2,680,100
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Motor License Fund

Revenue Sources

Liquid Fuels Taxes

Actual Estimated
2009-10...... $ 1,183,922 2015-16...... $ 1,678,600
2010-11...... 1,218,635 2016-17...... 1,765,400
2011-12...... 1,223,985 2017-18...... 1,888,900
2012-13...... 1,223,141 2018-19...... 1,883,200
2013-14...... 1,294,432 2019-20...... 1,898,900
2014-15...... 1,562,431 2020-21...... 1,914,000

Tax Base and Rates:

Liguid Fuels and Fuels Tax: Effective January 1, 2014, Act 89 of 2013 repealed the permanent 12 cents per gallon tax
imposed and assessed upon liquid fuels and fuels used or sold and delivered by registered distributors within this
commonwealth.

Alternative Fuels Tax: The Alternative Fuels Tax became effective October 1, 1997, and is imposed on fuels other than
liquid fuels or fuels used to propel motor vehicles on public highways. The tax rate applied to each gasoline gallon
equivalent of alternative fuel equals the current tax on a gallon of gasoline.

Motor Carriers Road Tax-International Fuel Tax Agreement: The Motor Carriers Road Tax is levied on motor carriers
operating vehicles with a gross weight or registered gross weight in excess of 26,000 pounds. The tax is equal to the Oil
Company Franchise Tax described below effective January 1, 2014. Previously, the tax rate was 115 mills. Prior to
October 1, 1997, an additional tax of 6 cents per gallon was collected through the motor carriers road tax. This tax was
repealed and replaced by a 55 mill addition to the oil company franchise tax rate, imposed on fuels effective October 1,
1997. The 55 mill portion of the tax rate is dedicated to the Highway Bridge Restricted Account. Credit against the tax is
given for liquid fuels and fuels tax and oil company franchise tax paid at the pump or directly remitted. Credit is also given
for tax paid on motor fuels purchased in Pennsylvania but consumed elsewhere.

The Motorbus Road Tax which imposed taxes on the amount of motor fuel used by bus companies in their operations
on highways within the commonwealth was repealed, effective January 1, 1996, with the enactment of the International
Fuel Tax Agreement.

Identification markers are required to be issued annually upon a payment of $5 per vehicle for each vehicle subject to
these taxes based in the commonwealth.

International Fuel Tax Agreement: Effective January 1, 1996, Pennsylvania implemented IFTA. Under this agreement,
qualified vehicles are subject to base state reporting and payment of fuel tax obligations. Qualified vehicles are those with
two axles greater than 26,000 pounds, combinations greater than 26,000 pounds and those with three or more axles
regardless of weight. Therefore, 17,001 to 26,000 pound vehicles, which previously were subject to the Motor Carriers
Road Tax, are not subject under IFTA. Additionally, the Motorbus Road Tax was repealed and a bus meeting the
qualified vehicle definition is subject to IFTA provisions. Identification markers remain at $5 per qualified vehicle. The
underlying fuel tax rates are unaffected by IFTA.

Oil Company Franchise Tax: This tax is an excise tax on all taxable liquid fuels, fuels, and alternative fuels. Act 3 of
1997 imposed a tax of 153.5 mills on all taxable liquid fuels and 208.5 mills on all taxable fuels and is imposed on a cents-
per-gallon equivalent basis. Act 89 of 2013 added an additional 64 mills in 2014, 49 mills in 2015, 48 mills in 2016, 41
mills in 2017, and 39 mills in 2018 and each calendar year thereafter. Act 89 of 2013 also increased the average
wholesale price in 2014 through 2016, and uncaps it in 2017 and thereafter. There is also a statutory average wholesale
price floor set at $2.99 per gallon for 2017 and each year thereafter. Prior to Act 89 of 2013, Act 32 of 1983 set minimum
and maximum average wholesale prices at $0.90 and $1.25 per gallon, respectively. Receipts from 57 mills of the tax on
liquid fuels and fuels are deposited as unrestricted Motor License Fund revenue, along with the mills added by Act 89 of
2013. However, 4.17 percent of the mills added by Act 89 of 2013 are transferred to the Liquid Fuels Tax Fund. The
balance of the tax rate represents revenues restricted to certain highway activities. These dedicated and restricted
revenues are not included in the above estimates. Bus companies are entitled to a refund equal to 55 mills of the Oil
Company Franchise Tax paid on fuels.
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Motor License Fund

Revenue Sources (continued)

Motor Licenses and Fees

Actual Estimated
2009-10...... $ 857,666 2015-16...... $ 953,800
2010-11...... 891,552 2016-17...... 1,003,300
2011-12...... 892,586 2017-18...... 1,010,000
2012-13...... 892,517 2018-19...... 1,032,300
2013-14...... 893,886 2019-20...... 1,049,000
2014-15...... 950,807 2020-21...... 1,059,500

The commonwealth receives revenue from the collection of fees levied for the registration and titling of motor vehicles
and for the issuance of learners' permits, operators' licenses, certificates of title and transfers of registration. Various
motor vehicle registration fees were increased on April 1, 2014 per Act 89 of 2013. Act 89 of 2013 also redirects
certain vehicle fees that had been deposited in the Motor License Fund to public transit and multimodal transportation
programs and authorizes a fee option in lieu of suspension for driving without insurance. Starting January 1, 2017 it
also provides the motor vehicle owner an option for biennial vehicle registration renewal rather than the current annual
cycle.

Other Motor License Fund Revenues

Actual Estimated
2009-10...... $ 599,478 2015-16...... $ 47,700
2010-11...... 411,088 2016-17...... 46,800
2011-12...... 297,644 2017-18...... 40,600
2012-13...... 300,581 2018-19...... 41,000
2013-14...... 258,447 2019-20...... 41,400
2014-15...... 98,274 2020-21...... 41,700

Other Motor License Fund revenues include the following sources:
Fines — Aeronautics fines collected under the Liquid Fuels and Fuels Tax Act.

Miscellaneous Revenue — Interest on Motor License Fund deposits; investments and securities; the sale of
unserviceable properties, maps, plans and inspection stickers; and the rental of state properties.

Gross Receipts Tax — This excise tax imposed upon the gross receipts of owners and operators of motor vehicles
transporting property for hire on public highways was repealed effective January 1, 1998.

Per Act 89 of 2013, the Motor License Fund will no longer receive payments from the Pennsylvania Turnpike
Commission in accordance with Act 44 of 2007. These payments will now be redirected to the public transit and
multimodal transportation programs.
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Motor License Fund

Revenue Detalil

The following is a detailed list of all revenues available for Motor License Fund appropriations. Restricted receipts and revenues for
the aviation, highway bridge improvement, state highway turnback programs and the Oil Company Franchise Tax restricted accounts are
not included in these amounts.

(Dollar Amounts in Thousands)

2014-15 2015-16 2016-17
Actual Estimated Budget
MOTOR FUELS TAXES
Liquid Fuels Tax
Liquid FUEIS TaX.....oouviieiiiee ittt $ 4,520 $ -300 $ 0
Liquid Fuels TaX INterest.........cuceeiiieeiiiieiiiiee e 9 0 0
Liquid Fuels Tax Penalties 5 0 0
SUDLOtAL ... $ 4,534 $ -300 $ 0
Fuel Use Tax
FUBIUSE TaX. . utitiiiieeeiiiiiiie ettt $ 4 $ 0 $ 0
Alternative Fuel Tax
Alternative Fuel Tax . $ 3,613 $ 7,670 $ 6,370
Alternative Fuel Tax Interest and Penalties....................... 16 30 30
SUDTOtAL ....eeiiiiie e $ 3,629 $ 7,700 $ 6,400

Motor Carriers Road Tax — International Fuel Tax Agreement

Motor Carriers Road/IFTA — FUEIS TaX......ccoovvvrveeriverineens $ 69,658 $ 89,080 $ 93,540
Motor Carriers Road/IFTA — Registration Fees, ...............

Special Permit Fees and FiNes........cccccovviviivineeiiiiinnns 2,204 2,820 2,960

SUBLOtAL ... $ 71,862 $ 91,900 $ 96,500

Oil Company Franchise Tax

Oil Company Franchise TaX ........cccocvveiviiiiniiiiiniiie e $ 747,446 $ 846,100 $ 923,300
OCFT - Liquid FUEIS......ccciiiiiiiiiiieeicec e 577,366 576,840 581,430
OCFT - Liquid Fuels Interest...........coccovveviiniieinniiceiieeee 12 10 10
OCFT - Liquid Fuels Penalties............ccccccoviuiiiiieeeinniiiinenn. 354 350 360
OCFT - FUEI USE.....eiiiiiiiiicieece et 157,224 156,000 157,400

SUBLOLAL. ... $ 1,482,402 $ 1,579,300 $ 1,662,500

TOTAL MOTOR FUELS TAXES......ccocoiiiiiiiiiieeee $ 1,562,431 $ 1,678,600 $ 1,765,400

MOTOR LICENSES AND FEES

OPErators' LICENSES. ......cocuviiiereeeeeiiiieeee e e e e e e $ 76,216 $ 71,300 $ 75,000
Other Fees Collected by Bureau of Motor Vehicles... 14,097 24,400 24,600
Registration Fees Received from Other States/IRP............ 96,136 124,200 133,600
Special Hauling Permit Fees.........ccooiiiiiiiiiiiiiiiiieees 36,534 40,000 40,300
Vehicle Registration and Titling...........ccccoeeeeviiiiiiieee i, 727,824 693,900 729,800

TOTAL MOTOR LICENSES AND FEES..........ccccoiiiiis $ 950,807 $ 953,800 $ 1,003,300
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Motor License Fund

Revenue Detail (continued)

(Dollar Amounts in Thousands)

2014-15 2015-16 2016-17
Actual Estimated Budget
OTHER MOTOR LICENSE FUND REVENUES
Fines and Penalties
Department of Revenue
Vehicle Code FINES.......ocuiiiiiiieiiiee e $ 995 $ 500 $ 500
SUBLOTAL ... $ 995 $ 500 $ 500
Miscellaneous Revenues
Treasury Department
Interest Income Reinvested - Long Term...........ccoccceeeeineenn. $ 1 $ 0 $ 0
Treasury Investment INCOME...........cevvvveeiiiiniiiiee e 12,629 6,100 6,160
Treasury Gain OF LOSS.......cc.uuviiiiiiiiiiiiiiee e 64,810 31,300 31,640
SUBLOLAL......eeeece $ 77,440 $ 37,400 $ 37,800
Department of General Services
Sale of Unserviceable Property.........cccccveeaiiiieiiiieeiineees $ 1,070 $ 900 $ 900
Department of Transportation
Fees for Reclaiming Abandoned Vehicles..............cccceene. $ 31 $ 10 $ 10
Highway Bridge INCOME..........c.uveiiiiiiiiiiiiee e 2 0 0
Highway Encroachment Permits...........cccccvvvveeeiiiiiieneeeenns 3,175 1,510 1,290
Interest Earned - Restricted Revenue..............ccccccccooueu...... -2,499 # -1,190 -1,010 ®
Miscellaneous REVENUES............ccovcveiieiiieneeee e 26 10 10
Recovered Damages. ........ocuvveeeeeeiiiiiiieeee e ee e eiines 13 10 10
Refunds of Expenditures Not Credited to
Appropriations or AlloCatioNns............oocuveieieeiniiiiieee e 3 0 0
Sale of Inspection Stickers 17,908 8,520 7,260
Sale of Maps and Plans...........cccccviiiiieieiiiniiieeee e, 72 30 30
SUBLOLAL.....eviieccc e $ 18,731 $ 8,900 $ 7,600
Department of Revenue
Fare EVasiON.........ccooviiiiiiieeeeceee e 30 $ 0 $ 0
Miscellaneous 8 0 0
SUDLOLAL ....eeiiiiie i 38 $ 0 $
TOTAL OTHER MOTOR LICENSE FUND REVENUES........ $ 98,274 $ 47,700 $ 46,800
TOTAL MOTOR LICENSE FUND REVENUES..................... $ 2,611,512 $ 2,680,100 $ 2,815,500

& Amounts transferred to restricted revenue account.
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Motor License Fund

Restricted Revenues Not Included in Department Total

Aviation Revenues

Actual Estimated
2009-10...... $ 8,038 2015-16...... $ 7,700
2010-11...... 9,507 2016-17...... 6,900
2011-12...... 7,802 2017-18...... 6,900
2012-13...... 9,027 2018-19...... 6,900
2013-14...... 8,699 2019-20...... 6,900
2014-15...... 9,756 2020-21...... 6,900

Aviation revenue includes taxes levied on aviation gasoline and jet fuel, and income earned at state-owned airports.
Effective January 2, 1998, in accordance with Act 60 of 1997, ownership of these airports was transferred to a local
authority. Therefore, starting with 1997-98, aviation revenues exclude state-owned airport revenue. Aviation gasoline
and jet fuel tax rates are adjusted annually based on the change in the jet fuel price index. In accordance with Act 164 of
1984, the aviation gasoline rate is not to exceed 6.0 cents per gallon nor be less than 3.0 cents per gallon. The Jet Fuel
Tax is not to exceed 2.0 cents per gallon nor be less than 1.5 cents per gallon. The tax rate as of January 1, 2014, is
5.9 cents per gallon on aviation gasoline and 2.0 cents per gallon on jet fuel. Aviation restricted revenues are not
included in Motor License Fund revenue totals.

2014-15 2015-16 2016-17
Actual Estimated Budget
AVIATION REVENUES
Aviation Liquid Fuels Tax......... $ 7,258 $ 6,700 $ 5,800
INEEIEST. ..ttt 2,498 1,000 1,100
TOTAL AVIATION REVENUES........cccooiiiiiiieeeee e $ 9,756 $ 7,700 $ 6,900

Highway Bridge Improvement Revenues

Actual Estimated
2009-10...... $ 103,723 2015-16...... $ 194,100
2010-11...... 98,255 2016-17...... 210,900
2011-12...... 103,551 2017-18...... 234,700
2012-13...... 107,290 2018-19...... 237,700
2013-14...... 124,088 2019-20...... 241,300
2014-15...... 168,274 2020-21...... 245,000

Highway bridge improvement revenues enacted by Act 56 of 1987, as amended by Act 3 of 1997, include the following:
a 55 mill Oil Company Franchise Tax on fuel consumed in Pennsylvania by qualified vehicles; a portion of the
registration fee for Pennsylvania based motor vehicles in classes 9-25; temporary permit fees collected from out-of-state
motor carriers for travel in Pennsylvania; and a portion of a 3 mill Oil Company Franchise Tax dedicated to the State
Highway Transfer Restoration Restricted Account. Although repealed by Act 3 of 1997, nominal revenues are still
received from the motor carrier surcharge. Act 89 of 2013 phases in the uncapping of the average wholesale price used
to calculate the Oil Company Franchise Tax.

2014-15 2015-16 2016-17
Actual Estimated Budget
HIGHWAY BRIDGE IMPROVEMENT REVENUES
Registration Fee Portion-PA-Based Motor Vehicles.............. $ 12,754 $ 11,700 $ 12,000
Temporary Permit FEES..........uuiiiiiiiiiiiie e 520 500 500
Oil Company Franchise TaX.........ccoocveveiieieiiiieeniiee e 155,000 181,900 198,400

TOTAL HIGHWAY BRIDGE REVENUES.............ccccoiiiiis $ 168,274 $ 194,100 $ 210,900
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Motor License Fund

Restricted Revenues Not Included in Department Total (continued)

State Highway Transfer Revenues

Actual Estimated
2009-10...... $ 23570 2015-16...... $ 46,300
2010-11...... 23,949 2016-17...... 50,400
2011-12...... 24,105 2017-18...... 56,200
2012-13...... 23,430 2018-19...... 56,700
2013-14...... 28,110 2019-20...... 57,100
2014-15...... 39,339 2020-21...... 57,500

State highway transfer restricted revenues are provided by three mills of the Oil Company Franchise Tax. Act 32 of
1983 established a local highway turnback program funded by a restricted revenue account within the Motor License
Fund. Act 89 of 2013 phases in the uncapping of the average wholesale price used to calculate the Oil Company
Franchise Tax. Some of this additional funding is used to enhance the local bridge project program.

Oil Company Franchise Tax Revenues

Actual Estimated
2009-10...... $ 432,131 2015-16...... $ 849,700
2010-11...... 439,060 2016-17...... 924,200
2011-12...... 441,932 2017-18...... 1,030,800
2012-13...... 429,543 2018-19...... 1,039,400
2013-14...... 515,346 2019-20...... 1,047,300
2014-15...... 721,220 2020-21...... 1,054,700

Oil Company Franchise Tax Restricted Account revenues are provided by 55 mills of the Oil Company Franchise Tax as
a result of Act 26 of 1991. Prior to Act 89 of 2013 revenues were restricted to the following purposes: 42 percent for
maintenance, 17 percent for capital projects, 13 percent for bridges, 12 percent for municipalities, 14 percent for toll
roads and 2 percent for county or forestry bridges. Act 89 of 2013 changes these percentages for maintenance and
capital projects to align with the transportation investment plan as follows: 45 percent in 2013-14, 29 percent in 2014-15,
25 percent in 2015-16, and 19 percent for each fiscal year thereafter for Highway Maintenance, and 14 percent in 2013-
14, 30 percent in 2014-15, 34 percent in 2015-16, and 40 percent for each fiscal year thereafter for capital projects. Act
89 of 2013 phases in the uncapping of the average wholesale price used to calculate the Oil Company Franchise Tax.

Supplemental Maintenance Revenues

Actual Estimated
2009-10...... $ 302,492 2015-16...... $ 595,000
2010-11...... 307,342 2016-17...... 647,200
2011-12...... 309,352 2017-18...... 721,900
2012-13...... 300,681 2018-19...... 727,900
2013-14...... 360,743 2019-20...... 733,400
2014-15...... 504,854 2020-21...... 738,500

Supplemental Maintenance Restricted Account revenues are provided by 38.5 mills of the Oil Company Franchise Tax
as a result of Act 3 of 1997. Prior to Act 89 of 2013 revenues were restricted to the following purposes: 12 percent for
municipalities and 88 percent for maintenance. Act 89 of 2013 changed the percentages for maintenance to align with
the transportation investment plan as follows: 68 percent in 2013-14, 49 percent in 2014-15, 40 percent each fiscal
year thereafter for maintenance, and 20 percent in 2013-14, 39 percent in 2014-15, and 48 percent for each fiscal year
thereafter for Expanded Highway and Bridge Maintenance. Act 89 of 2013 phases in the uncapping of the average
wholesale price used to calculate the Oil Company Franchise Tax.
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LoTrTERY FUND

The Lottery Fund is a special revenue fund composed of monies received
from lottery ticket sales. It provides for lottery prizes and for programs to
support older Pennsylvanians including property tax and rent assistance,

community care programs, mass transit fare subsidies and prescription drug
costs.

Wpennsylvania C3-1 GovernoRr’s ExecuTive Bubget 2016-2017



Lottery Fund

Financial Statement

(Dollar Amounts in Thousands)

2014-15 2015-16 2016-17
Actual Available Estimated
Beginning BalanCe..........ccovuuviiiieeiiiiiiiie e ecveiee e $ 202,173 $ 14,794 $ 40,937
Reserve from Previous Year 75,000 75,000 75,000
Total Beginning Balance............ccccoccueveiiiiiiiiiee e $ 277,173 $ 89,794 $ 115,937
Receipts:
Gross TiCKet SAleS......cccuviiiiiiiiiiieie e $ 3,819,643 $ 4,093,200 $ 4,120,400
Less Field Paid Prizes and CommIsSIONS...........ccccevvvvveeenes -2,260,901 -2,493,400 -2,539,000
Loan from the General FuNnd...........ccoccovveiiiiiiniieceniece e 0 50,000 0
Transfers and Earnings.........cc.ueeeeeeiiiiiiiieeeeeiiiiieeee e 164,478 178,042 149,250
Net Revenue Estimate.........cccccoeeeviiiieieee e $ 1,723,220 $ 1,827,842 $ 1,730,650
Prior Year Lapses 28,786 20,000 0
Total RECEIPLS...ceiiiiiiiiiiieeiee e $ 1,752,006 $ 1,847,842 $ 1,730,650
Funds Available..........ccoooiiiiiiiiiii $ 2,029,179 $ 1,937,636 $ 1,846,587
Expenditures:
APPIOPHALE. ...ttt $ 1,950,688 $ 1,826,499 $ 1,822,856
Current Year Lapses... -11,303 -4,800 0
Estimated EXPenditures. ...........oocuveieieiiiiiiiieee e -1,939,385 -1,821,699 -1,822,856
Reserve for CUIrent Year..........ccocuvveeeeeeeeciiieiee e eeciiieeee e $ -75,000 $ -75,000 $ 0
Ending BalancCe..........occoiiiiiiiiiiiiieieeeee e $ 14,794 $ 40,937 $ 23,731
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Lottery Fund

NOTES ON FINANCIAL STATEMENT

(Dollar Amounts in Thousands)

SUPPLEMENTAL APPROPRIATIONS

2015-16
Available
STATE SUPPLEMENTALS
Aging
Pharmaceutical ASSIStance FUNd..............oooiiiiiiiii $ 15,000
Human Services
Home and CommuUNIty-BaS@d SEIVICES. ......cui ittt e et e e e e et e e e e e e e e ananeeeeaaeeeeanee $ -15,000
TOTAL SUPPLEMENT ALS ... $ 0
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Lottery Fund

Summary by Department

(Dollar Amounts in Thousands)

2014-15 2015-16 2016-17
Actual Estimate Budget
Department of Aging
General Government
General Government OPErationS............oouueerriieeiiieeeniee e $ 7,927 $ 9,058 $ 9,272
Grants and Subsidies
PENNCARE. ..ottt $ 299,306 $ 309,917 $ 317,311
Pre-Admission ASSESSIMENL........ocuuuiiiiieeiiiiiee e 10,735 16,135 16,135
CarEgIVEr SUPPOIM....iieiiiiieietee ettt e et e e et e e e e e s eeeeeaaaaeaaes 12,103 12,103 12,103
Alzheimer's Outreach 250 250 250
Pharmaceutical Assistance Fund 155,000 190,000 # 220,000
Grants to SENIOr CENLEIS.......cuuiiiiieie ettt a e e 2,000 2,000 2,000
SUDLOTAL ...ttt $ 479,394 $ 530,405 $ 567,799
TOTAL STATE FUNDS......ooiiiiieiiiie et $ 487,321 $ 539,463 $ 577,071
Federal FUNGS.........ooii et $ o’ $ o’ $ 0P
AUGMENTALIONS. ...eeeiiiiiiiee e ie e e s e e e e s s e e e e e e ssarereeeeeannennees 314 193 323
DEPARTMENT TOTAL.....itiiiitite ettt $ 487,635 $ 539,656 $ 577,394
Department of Human Services
Grants and Subsidies
Medical Assistance - Long-Term Care .. $ 309,081 $ 184,081 $ 184,081
Home and Community-Based SerViCES.........ceeviiiiuirieeeeiiiiiieeeeeeesnnns 162,577 105,668 © 105,668
Medical Assistance - Transportation ServiCes..........ccocoveeeiiiiirereeeennn. 4,900 4,900 3,300
DEPARTMENT TOTAL.....etitiiiiieeiiee ettt $ 476,558 $ 294,649 $ 293,049
Department of Revenue
General Government
General OPEratioNS. ........ueiiiiriieiieerie st esee e e seee s see et e snee e nnees $ 36,006 $ 45428 $ 51,625
LOttery AQVEITISING.........veeeieeeiiiiiiie ettt e e e e e e e 40,004 44,000 44,000
Property Tax Rent Rebate - General Operations...........ccccccocccvvevereennns 13,558 14,909 15,224
On-line Vendor COMMUSSIONS.........oiuuriiiieeaiaiiieiee e e e e eeereeeeas 39,010 39,854 42,522
Instant Vendor COMMISSIONS.........ccoiiriiiiiieieiiiee e 31,907 34,015 31,625
Payment of Prize MONEY.........cccooiiiiiiiiiiiiiiiiie e 359,353 297,099 298,958
Loan Repayment to General Fund....... 0 50,000 0
SUDTOTAL ..t $ 519,838 $ 525,305 $ 483,954
Grants and Subsidies
Property Tax and Rent Assistance
for Older Pennsylvanians...........c..uuieeeiiicieiiie e ssiee e $ 278,250 $ 285,200 $ 289,900
TOTAL STATE FUNDS......oiiitiieiieie ettt $ 798,088 $ 810,505 $ 773,854
AUGMENTALIONS. ..eeeiiiiiiiii e e ee e e e e e e e e e e e st are e e e e e snnnreeees 160 176 180
DEPARTMENT TOTAL.....ttiieiiiie ittt $ 798,248 $ 810,681 $ 774,034
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Lottery Fund

Summary by Department (continued)

(Dollar Amounts in Thousands)

2014-15 2015-16 2016-17
Actual Estimate Budget
Department of Transportation
Grants and Subsidies
Transfer to Public Transportation Trust FUNd.........c.ccccoevveivieiieeinens $ 94,443 $ 95,907 $ 95,907
Older Pennsylvanians Shared Rides 82,975 85,975 82,975
DEPARTMENT TOTAL ..ottt $ 177,418 $ 181,882 $ 178,882
TOTAL STATE FUNDS.... .o $ 1,939,385 $ 1,826,499 $ 1,822,856
Federal FUNOS. .......ooiiiieieiec e $ 0 $ 0 $ 0
OtNEr FUNDS......oiiiiiiiie e 474 369 503
FUND TOTAL...ciiiiiiieeeeeeeeeeee e $ 1,939,859 $ 1,826,868 $ 1,823,359

# Includes recommended supplemental appropriation of $15,000,000.
® Federal funding transferred from the Lottery Fund to the General Fund.
¢ Includes recommended appropriation reduction of $15,000,000.
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Lottery Fund

Revenue Summary: Five Year Revenue Projections

(Dollar Amounts in Thousands)

2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
Actual Estimated Budget Estimated Estimated Estimated Estimated
Collections........c.cccoeavenee ... $ 1558742 $ 1,599,800 $ 1,581,400 $ 1,596,000 $ 1,610,400 $ 1,626,100 $ 1,643,100
Gaming Fund Transfers 162,800 166,800 148,000 146,400 144,900 143,500 143,500
Miscellaneous Revenue.......... 1,678 11,242 1,250 1,250 1,250 1,250 1,250
TOTAL LOTTERY FUND

REVENUES................... $ 1723220 $ 1,777,842 $ 1,730,650 $ 1,743,650 $ 1,756,550 $ 1,770,850 $ 1,787,850

Revenue Sources

Net Lottery Collections

(Dollar Amounts in Thousands)

Actual Estimated
2009-10.......... $ 1,332,576 2015-16........... $ 1,599,800
2010-11.......... 1,389,527 2016-17........... 1,581,400
2011-12.......... 1,515,432 2017-18.......... 1,596,000
2012-13.......... 1,591,723 2018-19........... 1,610,400
2013-14.......... 1,597,972 2019-20........... 1,626,100
2014-15.......... 1,558,742 2020-21........... 1,643,100

Net lottery collections consist of the proceeds from lottery ticket sales less commissions and field-paid prizes.

The Lottery currently offers ten terminal-based games, in addition to dozens of instant games introduced throughout the year. The
Pick 3 (formerly the Daily Number) was introduced in 1977; Pick 4 (formerly Big 4) debuted in 1980; Cash 5 was created in 1992;
Pennsylvania joined Powerball, the state’s first multi-state mega-jackpot game, in 2002; the first Millionaire Raffle debuted in 2005;
Treasure Hunt began in 2007; Pick 5 (formerly Quinto) was introduced in 2008; Match 6 lotto originally debuted in 2004 and was re-
introduced in 2010 after a one-year hiatus; Pennsylvania joined Mega Millions, the Lottery’s second multi-state game, in 2010; and
Pick 2 and Cash4Life were introduced in 2015. The 2016-17 budget presumes revenue growth by expanding points of distribution,
optimizing the retailer network, continuing the growth of instant games, generating growth in terminal-based games by increase play
value and implementing a number of modernization initiatives.

Pennsylvania Lottery ticket prices range from 50 cents to $30 each. Lottery prizes up to $2,500 can be paid by any one of
approximately 9,050 Lottery retailers, while larger prizes must be paid through Lottery headquarters.

Net lottery collections as reported above correspond to the Lottery Fund revenue remitted to the commonwealth and reported in the
Commonwealth’s accounting system. Net lottery collections are derived by subtracting the commissions retained and prizes paid by
local lottery agents from the total lottery ticket sales. The table below shows the calculation of net revenue amount:

(Dollar Amounts in Thousands)

2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
Ticket Sales.........ccocvvcieiinne $ 3819643 $ 4,093,200 $ 4,120,400 $ 4,184,100 $ 4,247,000 $ 4,313,900 $ 4,384,900
COmMISSIONS.......ccvvvenreenenne -190,982 -204,700 -206,000 -209,200 -212,400 -215,700 -219,200
Field Paid Prizes.................... -2,069,919 -2,288,700 -2,333,000 -2,378,900 -2,424,200 -2,472,100 -2,522,600
NET LOTTERY
COLLECTIONS.........cceeee $ 1,558,742 $ 1,599,800 $ 1,581,400 $ 1,596,000 $ 1,610,400 $ 1,626,100 $ 1,643,100
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Lottery Fund

Revenue Sources (continued)

Gaming Fund Repayments

(Dollar Amounts in Thousands)

Actual Estimated
2009-10.......... $ 40,000 2015-16.......... $ 0
2010-11.......... 9,900 2016-17.......... 0
2011-12.......... 0 2017-18.......... 0
2012-13.......... 0 2018-19.......... 0
2013-14.......... 0 2019-20.......... 0
2014-15.......... 0 2020-21.......... 0

Under Act 1 of Special Session No. 1 of 2006, the Gaming Fund is required to repay the Lottery Fund for Property Tax and
Rent Rebate program expansions under that act, which were initially paid by the Lottery Fund.

Gaming Fund Transfers

(Dollar Amounts in Thousands)

Actual Estimated
2009-10.......... $ 136,700 2015-16.......... $ 166,800
2010-11.......... 156,000 2016-17.......... 148,000
2011-12.......... 164,100 2017-18.......... 146,400
2012-13.......... 166,800 2018-19.......... 144,900
2013-14.......... 166,500 2019-20.......... 143,500
2014-15.......... 162,800 2020-21.......... 143,500

Under Act 1 of Special Session No. 1 of 2006, the Gaming Fund is required to pay completely for Property Tax and Rent
Rebate program expansion costs under that act beginning in 2009-10 and thereafter.

Miscellaneous Revenue

(Dollar Amounts in Thousands)

Actual Estimated
2009-10.......... $ 1,110 2015-16.......... $ 11,242
2010-11.......... 6,000 2016-17.......... 1,250
2011-12.......... 14,067 2017-18.......... 1,250
2012-13.......... 16 2018-19.......... 1,250
2013-14.......... 1,899 2019-20.......... 1,250
2014-15.......... 1,678 2020-21.......... 1,250

Miscellaneous revenue includes interest earned on securities, interest on deposits, gain on sale of securities and refund of
expenditures.
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Governor’s Executive Budget

TAX
EXPENDITURES

Tax credits, deductions, exemptions and exclusions are provided in law
which result in a significant reduction in revenues that would otherwise be
received at current tax rates. These reductions are tax expenditures. Proposed
changes to current law tax expenditures are shown in Section C.

D1
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Tax Expenditure Analysis

TAX EXPENDITURE ANALYSIS

The traditional budget process involves estimating commonwealth revenues and appropriating these
moneys for numerous programs. The process is subject to intense scrutiny by interests inside and outside
government. Constrained by available revenues, programs are initiated, expanded, limited, or deleted based on
merit. To augment the traditional budget process, this budget includes an analysis of indirect expenditures that
occur through special treatment within the tax structure. Various tax credits, deductions, exemptions, and
exclusions are provided which result in reductions in revenue that would otherwise be received by the
commonwealth at current tax rates. Cumulatively, they are referred to in this budget as “tax expenditures.”

The commonwealth’s tax structure contains many tax expenditures. Examples include items as diverse as
the sales and use tax exemption for firewood to the S corporation exemption in the corporate net income tax. In
general, they are characterized by the fact that they confer special treatment to specific taxpayers, specific
activities, or specific goods or services. The tax expenditures listed in this budget are the accumulation of many
prior legislative sessions, and the original intent of certain tax expenditures may no longer be valid or consistent
with current policies. A comprehensive tax expenditure analysis permits an on-going evaluation of each tax
expenditure.

Act 180 of 1992 revised the requirements for the Governor’s Executive Budget tax expenditure analysis.
This act stipulated that the tax expenditure data be revised and updated every two years. Therefore, consistent
with this provision, tax expenditures presented in this and subsequent budget documents will be updated and
revised biennially. Exceptions include tax expenditures initiated, deleted, or amended by statute, expenditures
where improved data allow significant revisions, or items of significant policy interest.

The 2016-17 Governor’'s Executive Budget presents this tax expenditure analysis covering commonwealth
taxes with annual receipts of at least $20 million. A complete list of covered taxes is shown in the Table of
Contents. The intended purposes of the current analyses are to:

(1) Identify indirect sources of budgetary support for various activities

(2) Present estimated costs associated with each tax expenditure

(38) Present actual or estimated costs of administering each tax expenditure

(4) Present actual or estimated numbers and descriptions of benefiting taxpayers

(5) Allow for administration, legislative, and public scrutiny and facilitate discussion on

each tax expenditure’s merits

For the purposes of this document, “tax expenditure” is defined as a reduction in revenue that would
otherwise be collected by the commonwealth as the result of an exemption, reduction, deduction, limitation,
exclusion, tax deferral, discount, refund, commission, credit, special rate, or special treatment. This definition
provides a general framework within which to determine whether to classify certain items as tax expenditures.
To facilitate this classification process, six specific criteria have been adopted to augment the general definition
of tax expenditure:

(1) Reduces state revenues

(2) Confers special treatment

(3) Isincluded in the defined tax base

(4) Is not subjected to equivalent alternative taxation
(5) Can be altered by a change in state law

(6) Is not an appropriation
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Tax Expenditure Analysis

The following examples of several items not considered to be tax expenditures clarify the use of these
criteria:

Purchases made by commonwealth agencies are not subject to sales and use tax. Were these transactions
not exempted, tax revenues would increase, but increased commonwealth expenses would offset revenues.
Therefore, no net budgetary change occurs. This item is not a tax expenditure.

The exclusion of a sale for resale from sales and use tax is not considered a tax expenditure because the
tax is imposed on each separate sale at retail of tangible personal property or services.

Financial institutions and insurance companies are exempted from corporate net income tax (CNIT) and
capital stock / foreign franchise tax (CS/FT). However, these corporations are subject to alternative taxes:
the bank and trust company shares tax, mutual thrift institutions tax, or insurance premiums tax. The
exemption of these corporations from the CNIT and CS/FT is not in itself a tax expenditure; however, to the
extent that those taxes may not impose proportionate tax burdens on the exempted companies, the overall
tax structure may involve some indirect tax expenditure.

The pro rata exclusion of U.S. securities from the bank and trust company shares tax was a state legislative
response to a federal prohibition against direct taxation of these obligations or income derived from them.
As this cannot be altered by changing state law, this exclusion is not a tax expenditure.

There are three primary limitations on the tax expenditure estimates. First, estimated revenue foregone due
to a tax expenditure should not be construed as the revenue that could be gained if the tax expenditure
provision were to be rescinded in legislation. The impact of any particular piece of legislation will vary
depending on how the bill is drafted, how its terms are defined, when it becomes effective, and how it relates to
other parts of the tax law. In contrast, tax expenditure estimates are often based on concepts that are defined
by the way that government statistics on the subject are made available to the Department. Furthermore, no
attempt has been made to account for changes in taxpayer behavior that may occur because of tax law
changes. For example, if the sales and use tax exemptions were rescinded for equipment and utilities directly
used in manufacturing, it is possible that capital investment in manufacturing would be reduced and that these
sales and use tax receipts would be less than the tax expenditure estimate.

A second limitation is that individual estimates are not additive. It is not always possible to estimate each
tax expenditure with regard to interactions with other provisions of that tax or other taxes. For example, certain
exempt items qualify under multiple tax expenditures. If gasoline were to be included in the sales and use tax
base, agricultural, political subdivision, and manufacturing/processing use would continue to be exempt under
other provisions. Therefore, no bottom line can be presented similar to that shown for total revenues or
expenditures in the current Governor’s Executive Budget.

Third, these estimates are, in many cases, necessarily derived from data completely independent of
taxpayer returns. Minor differences in data collection techniqgues among the various data sources used could
introduce a small element of error into the estimates. Thus, these estimates are intended to represent the
magnitude of each tax expenditure, not to provide pinpoint accuracy.

All estimates appear in millions of dollars. The word “nominal” is used when the estimated impact is less
than $100,000. Estimates of revenue loss or beneficiary count and description that are not available are
represented by “NA.” Costs incurred to administer tax expenditures are estimated by major tax category or, if
available, by specific tax expenditure. Identified costs for a major tax category are provided at the beginning of
the tax expenditure group. No administrative costs are reported for tax expenditures that provide incentives to
implement or continue programs that replace or supplement efforts that would otherwise be the responsibility of
state government.

This analysis is a general guide to tax expenditures in Pennsylvania. It is not intended to be a tax manual,
and statements within it should not be construed as interpretations of the law or regulations.
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General Fund Tax Expenditures

CREDIT PROGRAMS

NEIGHBORHOOD ASSISTANCE PROGRAMS

Authorization:  Article XIX-A of the Tax Reform Code of 1971 (P.L. 6, No. 2), as amended.

Description: A tax credit is available to banks, thrift institutions, title insurance and trust companies,
insurance companies (other than foreign fire/casualty insurance companies), corporations doing
business in Pennsylvania and subject to the corporate net income tax and the capital
stock/foreign franchise tax, and pass-through entities subject to the personal income tax.
Unused credits may also be sold or assigned to other taxpayers.

In order to qualify, the business entity must engage in certain assistance programs in
impoverished areas or contribute to neighborhood organizations that run such programs. The
programs must be approved by the Department of Community and Economic Development
(DCED).

The amount of credit awarded to a taxpayer is 55 percent of the amount contributed by a
business firm, while the amount contributed to special program priorities, as defined by DCED
regulations, is 75 percent. For private companies, the amount is 25 percent of the amount of
qualified investment, or 35 percent of the amount invested in special program priorities. A credit
equal to 75 percent of the contributions made by a business firm during a taxable year for
comprehensive service projects with a five-year commitment may be awarded. A credit equal
to 80 percent of the contributions made by a business firm during a taxable year for
comprehensive service projects with a six-year commitment may be awarded. The amount of
the credits awarded annually to a taxpayer cannot exceed $500,000 for contributions or
investments in a single project or $1,250,000 for contributions or investments in four or more
projects.

The total amount of tax credit that can be awarded in a fiscal year has changed over the years.
For fiscal year 2011-12 and forward, the total amount of credit that can be awarded is $18
million, with $2 million exclusively allocated for pass-through entities. Any of the $2 million that
is unused for pass-through entities is available to be awarded to other taxpayers.

The estimate for fiscal year 2014-15 reflects actual credits awarded under the program. The
estimates for future fiscal years reflect the program cap.

Purpose: This program encourages taxpayers to contribute to neighborhood organizations and engage in
activities that promote community economic development in impoverished areas.

Administrative Costs: Costs to administer the Neighborhood Assistance Program credits are borne by the
Department of Community and Economic Development and the Department of Revenue.
Estimated costs for both departments total $0.3 million per year.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 177 $ 18.0 $ 18.0 $ 18.0 $ 18.0 $ 18.0 $ 18.0

Beneficiaries: Approximately 155 companies and 90 individuals doing business in Pennsylvania benefit from
this tax expenditure.
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General Fund Tax Expenditures

JOB CREATION TAX CREDIT

Authorization:  Article XVIII-B of the Tax Reform Code of 1971 (P.L. 6, No. 2), as amended.

Description: A tax credit is available to businesses and individuals creating and sustaining jobs. The tax
credit equals $1,000 per job for each year in the approved term. The tax credit is available to
an employer creating at least 25 new full-time equivalent jobs or increasing their workforce by
20 percent or more within three years from a given start date. Act 85 of 2012 created an
extension of the tax credit to small businesses employing 100 or fewer employees. Additionally,
small businesses can qualify for the tax credit if they increase the number of their employees by
10 percent or more within three years. Act 85 of 2012 created an additional tax credit award of
$2,500 per new job created if the newly created job is filled by an unemployed individual.
Changes made by Act 85 of 2012 took effect in June 2012.

The tax credit may be applied to the corporate net income tax, capital stock/foreign franchise
tax, insurance premiums tax, gross receipts tax, bank and trust company shares tax, mutual
thrift institutions tax, title insurance company shares tax, personal income tax, or any
combination thereof.

The total amount of tax credit that can be awarded in a fiscal year has changed over the years.
For fiscal year 2011-12 and forward, the total amount of credit that can be awarded is $10.1
million.

The estimate for fiscal year 2014-15 reflects actual credits awarded under the program. The
estimates for future fiscal years reflect the program cap.

Purpose: This tax credit encourages job creation and preservation in the commonwealth.

Administrative Costs: Costs to administer the Job Creation Tax Credit are borne by the Department of
Community and Economic Development and the Department of Revenue. Estimated
costs for both departments total $0.2 million per year.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 101 $ 101 $ 101 $ 101 $ 101 $ 101 $ 101

Beneficiaries: Approximately 60 companies and 65 individuals doing business in Pennsylvania benefit from
this tax expenditure.

Wpennsylvania D6 Governor’s Executive Bubget 2016-2017



General Fund Tax Expenditures

RESEARCH AND DEVELOPMENT TAX CREDIT

Authorization:  Article XVII-B of the Tax Reform Code of 1971 (P.L. 6, No. 2), as amended.

Description: Act 7 of 1997 established a Research and Development Tax Credit equal to 10 percent of the
increase in qualified research expenses for the current taxable year over a base period. For
credits issued beginning in December 2006, the credit equals 20 percent of the increase in
qualified research expenses for the current taxable year over a base period for small
businesses only. The credit may be applied against the corporate net income tax, capital
stock/foreign franchise tax, personal income tax, or any combination thereof. Unused credits
may be carried forward 15 taxable years, or sold or assigned to other taxpayers. Act 85 of 2012
extended the Research and Development Tax Credit to taxable years ending before January 1,
2016. The credit is not available for tax years ending after that date.

The total amount of tax credit that can be awarded in a fiscal year has changed over the years.
For fiscal year 2011-12 and forward, the total amount of credit that can be awarded is $55
million, with the small business set aside equal to $11 million.

The estimate for fiscal year 2014-15 reflects actual credits awarded under the program. The
estimates for future fiscal years reflect the program cap.

Purpose: This tax credit is intended to encourage businesses in the commonwealth to conduct research,
especially research of a technological or scientific nature.

Administrative Costs: Costs to administer the Research and Development Tax Credit are borne by the
Department of Revenue and the Department of Community and Economic Development.
Estimated costs for both departments total $0.2 million per year.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 55.0 $ 55.0 $ 55.0 $ 0.0 $ 0.0 $ 0.0 $ 00

Beneficiaries: Approximately 765 companies performing qualified research and development in Pennsylvania
benefit from this tax expenditure.
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General Fund Tax Expenditures

KEYSTONE OPPORTUNITY ZONE

Authorization:  Act of October 6, 1998 (P.L. 702, No. 92), as amended.

Description: The Department of Community and Economic Development (DCED) has designated specific
areas of deteriorated property as Keystone Opportunity Zones (KOZs), Keystone Opportunity
Expansion Zones (KOEZs), and Keystone Opportunity Improvement Zones (KOIZs).

Economic activity occurring in these zones is exempt from most local taxation for a period of up
to 15 years beginning with the creation of the particular zone. In addition to benefiting from a
limited state sales and use tax exemption, zone residents and qualified businesses are exempt
from the following state taxes: personal income, corporate net income, capital stock/foreign
franchise, bank shares, and mutual thrift institutions taxes. In addition, qualified businesses
may receive credits against insurance premiums tax for jobs created in a zone. The tax
expenditure is the value of all the credits and the state taxes waived within the zone.

Several acts have changed the KOZ statute over the years. The most recent act, Act 16 of
2012, allowed communities to extend benefits to unoccupied parcels for seven to ten years in
existing zones. Further, Act 16 provided for the expansion of four additional undesignated
KOEZs and the creation of 15 new zones for a 10 year exemption period provided the 15 new
zones meet certain criteria regarding underutilization, job creation, or capital investment. Lastly,
Act 16 permitted communities to expand parcels within an existing zone if the expansion is
expected to increase job creation or capital investment. The benefits for expanded parcels are
limited to 15 acres per zone for a period of 10 years. The extension of benefits under Act 16
became effective in calendar year 2013.

Purpose: This program provides tax relief to economically distressed urban and rural communities in an
attempt to revive these areas.

Administrative Costs: Costs to administer the Keystone Opportunity Zone program are borne by the
Department of Revenue and the Department of Community and Economic Development.
Estimated costs for both departments total $0.5 million annually.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 805 $ 793 $ 78.0 $ 786 $ 787 $ 779 $ 785

Beneficiaries: Qualified businesses and residents of the designated zones within this commonwealth benefit
from this tax expenditure.
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General Fund Tax Expenditures

EDUCATIONAL TAX CREDITS

Authorization:  Article XVII-F of the Tax Reform Code of 1971 (P.L. 6, No. 2), as amended.

Description: Act 194 of 2014 created the Educational Tax Credits (ETC) program by consolidating both the
Educational Improvement Tax Credit (EITC) and the Educational Opportunity Scholarship Tax
Credit (EOSTC) in Article XVII-F of the Tax Reform Code. Act 194 of 2014 repealed Article
XVII-G.1 of the Tax Reform Code containing the EOSTC. The total tax credits awarded under
the ETC program are equal to the combined total of the EITC and EOSTC. The total tax credits
that can awarded in a fiscal year under the EITC is $100 million, and the total tax credits that
can be awarded in a fiscal year under the EOSTC is $50 million, for a total combined tax credits
that can be awarded under the ETC program of $150 million per fiscal year. Act 194 of 2014
made numerous administrative changes to the ETC programs in order to make the program
more flexible in awarding the tax credits and how they may be utilized. The tax credits awarded
under the ETC program may be applied to the personal income tax, corporate net income tax,
capital stock/foreign franchise tax, bank shares tax, title insurance company shares tax,
insurance premiums tax, mutual thrift institutions tax, and malt beverage tax. In addition, the tax
can be distributed through more than one level of pass-through entities and can be applied to
the personal income tax of a spouse filing a joint return.

Educational Improvement Tax Credit (EITC)

The Educational Improvement Tax Credit (EITC) is available to banks, thrift institutions, title
insurance and trust companies, insurance companies, and corporations doing business in
Pennsylvania and subject to the corporate net income tax and the capital stock/foreign franchise
tax, as well as S corporations and other pass-through entities that contribute to nonprofit
scholarship organizations or educational improvement organizations approved by the
Department of Community and Economic Development (DCED). The tax credit is granted to
business firms providing proof of a contribution to a scholarship organization or an educational
improvement organization equal to 75 percent of the total amount contributed during the taxable
year. The tax credit must be applied in the taxable year the contribution is made. Any unused
portion of the tax credit may not be carried forward or back, refunded, or transferred. A tax
credit equal to 90 percent of the total amount contributed is granted if the business provides a
written commitment to DCED to contribute the same amount for two consecutive tax years. The
annual limit per taxpayer is $750,000 per fiscal year for contributions to scholarship
organizations and educational improvement organizations. The annual limit per taxpayer is
$200,000 per fiscal year for contributions to pre-kindergarten scholarship organizations. The
tax credit shall not exceed the tax liability of a business for any given taxable year.

The estimate for fiscal year 2014-15 reflects actual credits awarded under the program for that
period. The estimates for future fiscal years reflect the program cap.

Purpose: This program encourages taxpayers to contribute to scholarship organizations, educational
improvement organizations, or pre-kindergarten scholarship organizations in order to promote
expanded educational opportunities for students in the commonwealth.

Administrative Costs: Costs to administer the Educational Improvement Tax Credit program are primarily
borne by the Department of Community and Economic Development along with the
Department of Revenue and the Department of Education. Estimated costs for all
departments total $0.2 million per year.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 994 $ 100.0 $ 100.0 $ 100.0 $ 100.0 $ 100.0 $ 100.0

Beneficiaries  Approximately 2,340 companies, 3,260 individuals, and 890 scholarship organizations,
educational improvement organizations, and pre-kindergarten scholarship organizations benefit
from this tax expenditure.
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Educational Opportunity Scholarship Tax Credit (EOSTC)

Educational Opportunity Scholarship Tax Credit for business firms is equal to 75 percent of the
amount contributed to a scholarship organization during a taxable year or 90 percent if the
business firm provides a written commitment to provide the scholarship organization with the
same amount of contribution for two consecutive tax years. Scholarship organizations providing
financial assistance to eligible students in low-achieving schools must be approved by the
Department of Community and Economic Development in order to participate in the program.

The credit may not exceed $750,000 annually per business firm. The estimate for fiscal year
2014-15 reflects actual credits awarded under the program. The estimates for future fiscal
years reflect the program cap.

Purpose: This program encourages taxpayers to contribute to scholarship organizations in order to
promote expanded educational opportunities for students in low-achieving schools.

Administrative Costs: Costs to administer the Educational Opportunity Scholarship Tax Credit program are
primarily borne by the Department of Community and Economic Development along with
the Department of Revenue and the Department of Education. Estimated costs for all
departments total $0.2 million per year.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 499 $ 50.0 $ 50.0 $ 50.0 $ 50.0 $ 50.0 $ 50.0

Beneficiaries:  Approximately 430 taxpayers will benefit from this tax expenditure.
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KEYSTONE INNOVATION ZONE

Authorization:  Act of February 12, 2004 (P.L. 99, No. 12).

Description: Act 12 of 2004 created the Keystone Innovation Zone (KIZ) program to foster growth in targeted
industry segments, namely research and development and other high technology businesses.
The zones are defined parcels operated by a partnership of business groups and institutions of
higher education.

Qualified businesses operating in a zone are entitled to priority consideration for assistance
under a number of state programs, as well as a tax credit. A KIZ company may apply to the
Department of Community and Economic Development for a tax credit equal to 50 percent of
the increase in its gross revenues from the previous year attributable to its activities in a zone.
A KIZ company may not claim in excess of $100,000 in tax credits per year. No more than $25
million in tax credits may be awarded in any taxable year.

KIZ companies may apply KIZ tax credits against personal income tax, corporate net income
tax, or capital stock/foreign franchise tax liabilities.

KlZ companies may apply for KIZ tax credits beginning September 15, 2006, based on
expenses from the prior taxable year. The Department of Community and Economic
Development began awarding credits during fiscal year 2006-07. Act 16 of 2012 permits the
expansion of an existing KIZ if the expansion is expected to increase job creation or capital
investment. Benefits for expanded parcels are limited to 15 acres for a period of 10 years.

The estimate for fiscal year 2014-15 reflects actual credits awarded under the program for that
period. The estimates for future fiscal years reflect the program cap.

Purpose: This tax credit provides a financial incentive to foster growth of research and development and
other high technology businesses in affiliation with institutions of higher education.

Administrative Costs: Cost to administer the KIZ program, including the review and award of KIZ tax credits,
are borne by the Department of Community and Economic Development. The
Department of Revenue is responsible for applying credits to taxpayer accounts.
Estimated costs for both departments total $0.2 million per year.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 171 $ 250 $ 250 $ 25.0 $ 25.0 $ 250 $ 250

Beneficiaries:  Approximately 230 taxpayers will benefit from this expenditure.
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FILM PRODUCTION TAX CREDIT

Authorization:  Article XVII-D of the Tax Reform Code of 1971 (P.L. 6, No. 2), as amended.

Description: Act 95 of 2004 created a tax credit equal to 20 percent of qualified film production expenses
incurred in Pennsylvania after June 30, 2004. Under Act 95, the total amount of tax credits
that could be awarded in any fiscal year was $10 million. Beginning in fiscal year 2006-07, the
credit program was replaced with a grant program.

Act 55 of 2007 created a new film tax credit in the amount of 25 percent of qualified film
production expenses incurred in Pennsylvania after fiscal year 2006-07. A taxpayer is eligible
for an additional tax credit of five percent if the production is filmed in a qualified production
facility that meets all minimum stage filming requirements. The tax credit may be used to offset
capital stock/foreign franchise tax, corporate net income tax, personal income tax, bank shares
tax, or insurance premiums tax. To qualify, the expenses must have been incurred in the
production of a film, television commercial, or certain television shows intended for a national
audience. At least 60 percent of total production expenses must have been incurred in
Pennsylvania; however, the Department of Community and Economic Development may waive
this requirement under certain circumstances.

Under Act 55 of 2007, the total amount of tax credits that could be awarded in any fiscal year
was $75 million. Act 48 of 2009 reduced the amount of tax credits that could be awarded in
fiscal years 2009-10 and 2010-11 to $42 million and $60 million, respectively. Act 26 of 2011
permanently reduced the tax credit cap to $60 million.

Act 52 of 2013 made clarifications and technical changes to the program. More specifically, it
clarified the term “start date,” and provided that credits purchased or assigned in 2013 or 2014
could be carried forward to 2014 and 2015, respectively.

The estimate for fiscal year 2014-15 reflects actual credits awarded under the program for that
period. The estimates for future fiscal years reflect the program cap, including the impact of Act
26 of 2011.

Purpose: This tax credit provides an incentive for filmmakers to produce films and television shows in
Pennsylvania.

Administrative Costs: The Department of Community and Economic Development will incur the costs of
awarding, reviewing, and approving the sale or transfer of credit. Estimated costs total

$0.1 million.
(Dollar Amounts in Millions)
Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 60.0 $ 60.0 $ 60.0 $ 60.0 $ 60.0 $ 60.0 $ 60.0

Beneficiaries:  Approximately 33 film projects will benefit from this expenditure.
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ALTERNATIVE ENERGY PRODUCTION TAX CREDIT

Authorization:  Act 1 of the Special Session of July 9, 2008

Description: Act 1 of the Special Session of 2008 created the Alternative Energy Production Tax Credit.
Taxpayers that develop or construct energy production projects located within the
commonwealth, which have a useful life of at least four years, may apply to the Department of
Environmental Protection for a tax credit beginning in September 2009. The amount of the tax
credit may be up to 15 percent of the amount paid for the development and construction of
alternative energy production projects but may not exceed $1 million per taxpayer. Unused
portions of the tax credit may be carried forward for up to five taxable years from the year in
which the credit is awarded. Credits may not be carried back. Additionally, taxpayers may sell
or assign unused portions of the tax credit upon approval by the Department of Revenue and
the Department of Environmental Protection. The total amount of tax credit that can be
awarded is from $2 million to $10 million per fiscal year, depending on the fiscal year.

The estimates for 2014-15 reflect actual credits awarded under the program. The estimates for
future fiscal years reflect the program cap.

Purpose: The purpose of this tax credit is to create an incentive to develop alternative energy sources
within the commonwealth.

Administrative Costs: Costs to administer the Alternative Energy Production Tax Credit program are borne by
the Department of Environmental Protection and the Department of Revenue.

(Dollar Amounts in Millions)

Estimates: ~ 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 00 $ 20 $ - $ - $ - $ - $ -

Beneficiaries: An unknown number of taxpayers will benefit from this tax expenditure.
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STRATEGIC DEVELOPMENT AREAS

Authorization: Act 151 of November 20, 2006

Description:  The Strategic Development Areas (SDA) program was established in 2006 to provide incentives
for economic development in designated areas. Act 151 of 2006 created the program to
provide tax relief and tax credits to qualified companies within the SDA. The designation would
be effective for a 15 year period and must be approved by the political subdivision in which it is
located. By waiving these taxes for a series of years, the program hopes to foster growth in
those areas. The Department of Community and Economic Development administers the
program for the commonwealth.

Among the state taxes waived by the program are corporate net income, capital stock/foreign
franchise, and personal income. Insurance companies and certain regulated transportation
companies may earn tax credits based on the number of jobs created in a zone. Businesses
operating in a zone are exempted from paying sales and use tax on items purchased for
consumption in the area. At the local level, property taxes, earned income and net profit taxes,
mercantile license tax, and local sales and use tax are waived for area businesses. Tax
benefits may not extend beyond December 31, 2022.

Purpose: This program provides incentives for economic development in designated areas to foster
growth.

Administrative Costs: Costs to administer the Strategic Development Areas program are borne by the
Department of Community and Economic Development and the Department of
Revenue. Estimated costs for both departments total $0.1 million per year.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21

Nominal Nominal Nominal Nominal Nominal Nominal Nominal

Beneficiaries: A nominal number of taxpayers are expected to benefit from this credit program.

Wpennsylvania D14 Governor’s Executive Bubget 2016-2017



General Fund Tax Expenditures

RESOURCE ENHANCEMENT AND PROTECTION TAX CREDIT

Authorization:  Article XVII-E of the Tax Reform Code of 1971 (P.L. 6, No. 2), as amended.

Description: Act 55 of 2007 created the Resource Enhancement and Protection (REAP) Tax Credit to
encourage the development of riparian forest buffers and the remediation of legacy sediment on
commonwealth farmland. Depending on the type of development, a taxpayer may receive a
credit of up to 75 percent of cost of a project. A maximum of $150,000 in tax credits may be
awarded per eligible applicant, and the total amount of credits awarded in one fiscal year cannot
exceed $10 million. The tax credit may be used against personal income tax, corporate net
income tax, capital stock/foreign franchise tax, bank shares tax, title insurance company shares
tax, insurance premiums tax, and mutual thrift institutions tax. Credits for legacy sediment
cannot be issued prior to July 1, 2008. Credits were first awarded in fiscal year 2007-08. Act
48 of 2009 reduced the amount of tax credits to be awarded in fiscal years 2009-10 and 2010-
11 by 50 percent and 55 percent, respectively.

The estimate for fiscal year 2014-15 reflects actual credits awarded under the program for that
period. The estimates for fiscal years reflect the program cap.

Purpose: This credit encourages private investment in the implementation of best management practices
on agricultural operations, the planting of riparian forest buffers, and the remediation of legacy
sediment.

Administrative Costs: Costs to administer the REAP Tax Credit are borne by the State Conservation
Commission and the Department of Revenue. Estimated costs total $0.1 million per

year.
(Dollar Amounts in Millions)
Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 9.5 $ 10.0 $ 10.0 $ 10.0 $ 10.0 $ 10.0 $ 10.0

Beneficiaries:  Approximately 115 businesses and 205 individuals will benefit from this tax expenditure.
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KEYSTONE SPECIAL DEVELOPMENT ZONE TAX CREDIT

Authorization:  Article XIX-C of the Tax Reform Code of 1971 (P.L. 6, No. 2) as amended.

Description: Act 26 of 2011 created the Keystone Special Development Zone Tax Credit. The tax credit is
available only to taxpayers with operations located on parcels of real property certified as
Brownfields pursuant to the Land Recycling and Environmental Remediation Standards Act.
The tax credit is equal to $2,100 for each full-time equivalent employee working in the zone
beginning in tax year 2012. The tax credit is available for 10 consecutive tax years during the
15 year period the tax credit will be in existence, ending June 30, 2026. The tax credit may not
exceed the qualified tax liability and may be carried forward for up to 10 years. Jobs used to
claim this tax credit may not be used to claim the Keystone Opportunity Zone Tax Credit or the
Job Creation Tax Credit. The tax credit can be used against personal income tax, corporate net
income tax, capital stock/foreign franchise tax, bank shares tax, title insurance company shares
tax, insurance premiums tax, and gross receipts tax. Unused tax credits can be sold or
assigned.

Purpose: This tax credit is intended to encourage businesses in the commonwealth to invest in
remediated industrial sites and create jobs.

Administrative Costs: Costs to administer the Keystone Special Development Zone Tax Credit are borne by
the Department of Revenue and the Department of Community and Economic
Development.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
NA NA NA NA NA NA NA

Beneficiaries:  An unknown number of taxpayers will benefit from this tax expenditure.
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PENNSYLVANIA RESOURCE MANUFACTURING TAX CREDIT

Authorization:  Article XVII-G of the Tax Reform Code of 1971 (P.L. 6, No. 2), as amended.

Description: Act 85 of 2012 created the Pennsylvania Resource Manufacturing Tax Credit for an entity
purchasing ethane for use in an ethylene manufacturing facility in the commonwealth that has
made a capital investment of at least $1 billion and created at least 2,500 full-time jobs. The tax
credit is equal to $0.05 per gallon of ethane purchased ($2.10/barrel) for the period from
January 1, 2017 to December 31, 2042. The tax credit may be used to offset 20 percent of a
taxpayer’s liabilities for personal income tax, corporate net income tax, capital stock/foreign
franchise tax, bank shares tax, title insurance company shares tax, insurance premiums tax,
gross receipts tax, and/or mutual thrift institutions tax. The tax credit may not be carried back,
carried forward, or be used to obtain a refund. Within one year after the credit is approved, a
taxpayer can apply to the Department of Community and Economic Development for approval
to assign or sell eligible credits to another taxpayer. The eligible buyer of the credit may use the
purchased credits to offset up to 50 percent of its Pennsylvania tax liabilities.

Purpose: This tax credit is intended to encourage the development of an ethane processing industry in
the commonwealth.

Administrative Costs: Costs to administer the Pennsylvania Resource Manufacturing Tax Credit are borne by
the Department of Revenue and the Department of Community and Economic
Development.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ - $ - $ - $ 0.0 $ 0.0 $ 0.0 $ 0.0

Beneficiaries:  An unknown number of taxpayers will benefit from this tax expenditure.
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HISTORIC PRESERVATION INCENTIVE TAX CREDIT

Authorization:  Article XVII-H of the Tax Reform Code of 1971 (P.L. 6, No. 2), as amended.

Description: Act 85 of 2012 established the Historic Preservation Incentive Tax Credit for qualified taxpayers
owning a Pennsylvania commercial building that qualifies as a certified historical structure
according to the Internal Revenue Code. The tax credit is equal to 25 percent of the costs and
expenses associated with a plan to rehabilitate a historic structure that is approved by the
Pennsylvania Historical and Museum Commission or costs and expenses defined as qualified
rehabilitation expenditures under the Internal Revenue Code. The tax credit may be applied to
the personal income tax, corporate net income tax, capital stock/foreign franchise tax, bank
shares tax, title insurance company shares tax, gross premiums tax, and/or mutual thrift
institutions tax. The tax credit may not be carried back or used to obtain a refund, but it may be
carried forward for up to seven taxable years following the first taxable year for which the
taxpayer was entitled to claim the credit. A taxpayer without a qualified tax liability can apply to
the Department of Community and Economic Development for approval to assign or sell eligible
credits to another taxpayer. Purchasers and assignees of a tax credit must immediately claim
the credit in the taxable year in which the purchase or assignment is made.

The tax credit is capped at $3 million dollars annually and $500,000 per taxpayer. The first and
last years that the credit may be applied to are fiscal years 2013-14 and 2020-21, respectively.
The estimates for future fiscal years reflect the program cap.

Purpose: This program encourages taxpayers to rehabilitate and preserve commercial buildings with
historical value.

Administrative Costs: Costs to administer the Historic Preservation Incentive Tax Credit program are primarily
borne by the Department of Community and Economic Development along with the
Pennsylvania Historical and Museum Commission and the Department of Revenue.
Estimated costs for all departments total $0.2 million per year.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 0.0 $ 3.0 $ 3.0 $ 3.0 $ 3.0 $ 3.0 $ 3.0

Beneficiaries: An unknown number of taxpayers will benefit from this tax expenditure.
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COMMUNITY- BASED SERVICES TAX CREDIT

Authorization:  Article XVII-I of the Tax Reform Code of 1971 (P.L. 6, No. 2), as amended.

Description: Act 85 of 2012 established Community-Based Services Tax Credit for contributions made by
business firms to providers of community-based services for individuals with intellectual
disabilities, mental iliness, or drug and alcohol addiction. Providers must be a nonprofit entity
that provides community-based services to individuals exempt from federal taxation under
Section 501(c)(3) of the Internal Revenue Code and be approved by the Department of
Community and Economic Development.

The credit is equal to 50 percent of contributions made to a provider. This amount may be
increased to 75 percent for business firms that contribute to a provider in two or more
successive years. The tax credit may be applied to the personal income tax, corporate net
income tax, capital stock/foreign franchise tax, bank shares tax, title insurance company shares
tax, insurance premiums tax, and/or mutual thrift institutions tax. Tax credits may not be carried
forward, carried back, and are not refundable or transferable.

The total amount of credits per business firm cannot exceed $100,000 annually, and the total
aggregate amount of all credits approved cannot exceed $3 million in a fiscal year. The first
and last years that the credit may be applied to are fiscal years 2013-14 and 2020-21,
respectively. The estimates for future fiscal years reflect the program cap.

Purpose: This program encourages taxpayers to contribute to providers community-based services.

Administrative Costs: Costs to administer the Community-Based Services Tax Credit program are primarily
borne by the Department of Community and Economic Development along with the
Department of Human Services and the Department of Revenue. Estimated costs for all
departments total $0.2 million per year.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 0.0 $ 3.0 $ 3.0 $ 3.0 $ 3.0 $ 3.0 $ 3.0

Beneficiaries:  An unknown number of taxpayers will benefit from this tax expenditure.
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PROMOTING EMPLOYMENT ACROSS PENNSYLVANIA PROGRAM

Authorization: Act 206 of October 25, 2012.

Description: Act 206 of October 25, 2012 created the Promoting Employment Across Pennsylvania Program
(PEP) for businesses located in the commonwealth who create 250 new jobs within five years
from entering into the program. PEP allows qualified businesses to retain 95 percent of the
qualified company’s withholding taxes for individuals employed in the new jobs. The new
employees must be compensated at a rate equal to at least 100 percent of the county average
wage, and depending on the compensation rates, the company may retain the withholding for
seven to ten years. In order to qualify, a company must offer health insurance to its employees
and pay at least 50 percent of the premium. Certain industries are specifically excluded from
participating in the program, including the gambling industry, religious organizations, retail trade,
educational services, public administration, utilities, and food services and drinking places.

The Department of Community and Economic Development is charged with administering the
program, which has an annual cap of $5 million. The impact of the program is divided between
General Fund revenues and refunds because the Act gives businesses the option of remitting
withholding in its entirety to the Department of Revenue and then receiving the benefits under
the Act as a refund. Those businesses that choose to remit all withholding to the Department of
Revenue will be assessed a $15 fee per employee. No new businesses may enter the program
after January 1, 2018.

The estimate for fiscal year 2014-15 reflects actual credits awarded under the program. The
estimates for future fiscal years reflect the program cap.

Purpose: This program provides an incentive to businesses to create new jobs within the commonwealth.

Administrative Costs: Costs to administer the Promoting Employment Across Pennsylvania Program are borne
by the Department of Community and Economic Development and the Department of

Revenue.
(Dollar Amounts in Millions)
Estimates:  2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 0.0 $ 5.0 $ 5.0 $ 5.0 $ 5.0 $ 5.0 $ 5.0

Beneficiaries:  An unknown number of businesses will benefit from this tax expenditure.
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MOBILE TELECOMMUNICATIONS BROADBAND INVESTMENT TAX CREDIT

Authorization:  Article XVIII-E of the Tax Reform Code of 1971 (P.L. 6, No. 2), as amended.

Description: Act 52 of 2013 created the Mobile Telecommunications Broadband Investment Tax Credit.
Taxpayers that are a provider of mobile communications services shall be allowed a tax credit
against their corporate net income tax for investment in qualified broadband equipment placed
into service in Pennsylvania.

The amount of the tax credit is five percent of the purchase price of qualified broadband
equipment put into service during the taxable year. The maximum amount of approved tax
credits shall not exceed $5 million in any fiscal year, nor may they exceed 50 percent of a
taxpayer’s corporate net income tax liability.

Any credit claimed and not used in the taxable year may be carried forward for no more than
five consecutive tax years. Affiliated shareholders, members, or partners of pass-through
entities that receive unused credits from the pass-through entity are required to use the tax
credit immediately. They are not allowed to carry forward, carry back, obtain a refund, or sell
the tax credit.

The credit was first awarded for tax year 2014. The estimate for fiscal year 2015-16 reflects
actual credits awarded. The amounts for future fiscal years reflect the program cap.

Purpose: The tax credit is intended to encourage investment in mobile broadband services by the mobile
telecommunications industry.

Administrative Costs: Costs to administer the Mobile Telecommunications Broadband Investment Tax Credit
are borne by the Department of Revenue.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ - $ 0.3 $ 5.0 $ 5.0 $ 5.0 $ 5.0 $ 5.0

Beneficiaries: A minimal number of taxpayers will benefit from this tax expenditure.
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ORGAN AND BONE MARROW DONOR TAX CREDIT

Authorization:  Article XVIII of the Tax Reform Code of 1971 (P.L. 6, No. 2), as amended.

Description: Act 193 of 2014 reestablished the Organ and Bone Marrow Donor Tax Credit as part of the Tax
Reform Code retroactively for tax year 2011 and forward. Applications for tax credits must be
filed by the 15" day of the fourth month following the close of the business firm’s taxable year.
Act 65 of 2006 created the original Organ and Bone Marrow Donor Tax Credit as a stand-alone
act. It expired in 2010. The tax credit is available for business firms subject to the personal
income tax, corporate net income tax, capital stock/franchise tax, bank and trust company
shares tax, title insurance companies shares tax, insurance premiums tax, or mutual thrift
institutions tax. The amount of the credit is equal to the employee compensation paid during
the leave of absence, the cost of temporary replacement help, and any miscellaneous expenses
authorized by regulation incurred with the leave of absence period. Credits cannot be applied
against employer withholding tax under Article Ill. Credits can be carried forward for three
taxable years; however, they cannot be carried back to previous taxable years, and they are not
refundable. The credit against personal income tax may be passed through proportionately to
the shareholders of S corporations, members of limited liability companies, or partners.

Purpose: The purpose of these provisions is to create a greater willingness to donate organs and/or bone
marrow through employer tax credits and public education.

Administrative Costs: Costs to administer the Organ and Bone Marrow Tax Credit program are borne by the
Department of Revenue. Estimated costs are expected to total $0.1 million per year.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21

Nominal Nominal Nominal Nominal Nominal Nominal Nominal

Beneficiaries: A nominal number of taxpayers will benefit from this tax expenditure.
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EXEMPTIONS FOR OUT-OF-STATE ENTITIES DURING A DECLARED EMERGENCY

Authorization: Act 203 of October 31, 2014

Description: Act 203 of 2014 provides that out-of-state businesses responding to a disaster emergency
declared by the Governor of Pennsylvania or the President of the United States would not be
subject to: state or local business licensing or registration; PUC or regulatory requirements;
state and local taxes/fees, such as unemployment insurance, sales and use tax, property tax on
equipment brought in on a temporary basis, used or consumed in the commonwealth during the
disaster emergency, and subsequently removed from the commonwealth, state or local
occupational licensing fees or local service taxes; and state or local tax on or measured by, in
whole or in part, net or gross income or receipts.

An out-of-state employee shall not be considered to have established residency that would
require the individual or the employer to do the following: file and pay income taxes; be
subjected to income tax withholding; or file and pay any other state or local tax or fee for
disaster emergency-related work performed during the period designated.

These exemptions apply to an out-of-state business who performs work for a period of not more
than 10 days before and not more than 60 days after the end of a declared disaster emergency
period, and the business must be in compliance with all applicable regulatory and licensing
requirements in its state of domicile. The exemption period may be extended by the Governor
for a period of not more than 30 days for each declared disaster emergency.

Purpose: These exemptions encourage out-of-state individuals and businesses to respond to declared
disasters in Pennsylvania by making the tax administration process simpler.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
-- NA NA NA NA NA NA

Beneficiaries:  An unknown number of individuals and businesses will benefit from this expenditure.

Wpennsylvania D23 Governor’s Executive Bubget 2016-2017



General Fund Tax Expenditures

CORPORATION TAXES

Administrative Costs: Costs to administer various tax expenditures associated with the corporation taxes cannot
be separately identified. Tax expenditures are a significant factor associated with the
need for more compliance audits and the increased complexity of such audits, as well as
legal rulings, pronouncements, and bulletins. Tax expenditures also contribute
significantly to the tax appeals process.

(Dollar Amounts in Millions)

Estimates: Corporate Net Income Tax and Capital Stock/Foreign Franchise Tax:
2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21

$ 30 $ 2.9 $ 30 $ 30 $ 31 $ 32 $ 33

Selective Business Taxes:
2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21

Nominal Nominal Nominal Nominal Nominal Nominal Nominal

CORPORATE NET INCOME TAX
Authorization:  Article IV of the Tax Reform Code of 1971 (P.L. 6, No. 2), as amended.

The Pennsylvania corporate net income tax is imposed on domestic and foreign corporations for the
privilege of doing business, carrying on activities, having capital or property employed or used, or owning
property in Pennsylvania. Certain corporations are exempt from the tax.

The tax is based on federal taxable income before net operating loss deduction and special deductions (line
28 of page 1 of federal IRS form 1120) modified by additions and subtractions to arrive at Pennsylvania taxable
income. Taxes based on income and certain tax items are added back to federal taxable income. The tax rate
is 9.99 percent for tax years 1995 and thereafter.

Any deductions, exemptions, or types of special treatment that are reflected in line 28 on the IRS form 1120,
and not modified or adjusted by Pennsylvania statute, are not included below.

NONPROFIT CORPORATIONS

Description: Nonprofit corporations are exempt from the corporate net income tax. Act 7 of 1997 provided
that any nonprofit corporation or entity that is an exempt organization as defined by section 501
of Internal Revenue Code of 1986 (P.L. 99-514, 26 U.S.C.) is exempt from the corporate net
income tax. Corporations organized as a nonprofit but not operating as a nonprofit are
excluded from this exemption. Act 4 of 1999 provided that insurance and travel agency
activities carried on by an auto club are subject to the corporate net income tax. The same act
restored exempt status to homeowners associations and membership organizations. The
estimates below are based on unrelated business income taxed by the federal government.

Purpose: This exemption provides tax relief to nonprofit corporations including religious, charitable,
educational, and scientific organizations that are perceived as providing social benefits.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 59.6 $ 605 $ 615 $ 624 $ 634 $ 644 $ 654

Beneficiaries: Approximately 2,530 nonprofit corporations operating in Pennsylvania with unrelated business
income benefit from this tax expenditure.

Wpennsylvania D24 Governor’s Executive Bubget 2016-2017



General Fund Tax Expenditures

SALES FACTOR APPORTIONMENT WEIGHT

Description: Beginning in tax year 1995, corporations apportioned their net income using a three-factor
formula (payroll, property, and sales) that double-weighted the sales factor. Beginning with Act
4 of 1999, there have been several acts that have steadily increased the weighting of the sales
factor in the apportionment formula. Act 85 of 2012 increased the sales factor weight to 100
percent for tax years 2013 and after. Property and payroll are no longer factors in the
apportionment formula.

Act 52 of 2013 modified the sourcing of sales for calculating the apportionment of income.
Sales of real property, tangible property, and services will be sourced at the location of the
customer instead of the location of the “income producing activity.” The same act also
established a new apportionment formula for providers of satellite television services based on
the value of equipment used in generating, processing, or transmitting satellite
telecommunications. Both provisions are effective January 1, 2014.

Purpose: Corporations with a higher percentage of property and payroll invested in Pennsylvania
(compared to their percentage of sales in Pennsylvania) will have less taxable income
apportioned to the commonwealth. Therefore, those corporations will have a reduced tax
burden. This encourages business investment in Pennsylvania in the form of property and

employment.
(Dollar Amounts in Millions)
Estimates:  2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 759.8 $ 663.1 $ 637.6 $ 623.2 $ 615.0 $ 606.9 $ 598.8

Beneficiaries: More than 34,600 corporations are affected by this expenditure. Of those, 7,700 benefit (i.e.,
have their taxable income reduced) from the expenditure. The estimates shown above reflect
the net impact and represent the change in corporate net income tax from corporations who
have their taxable income reduced, as well as the impact on corporations that have their taxable
income increased as a result of this tax expenditure.

FICA TAX ON TIPS

Description: Eating and drinking establishments can claim a deduction from their Pennsylvania taxable
income equal to the amount of FICA (Federal Insurance Contributions Act) tax on employees’
tips.

Purpose: This deduction corrects for a change in federal law. In 1993, a credit for the amount of FICA tax

paid on employees’ tips was created in the Internal Revenue Code. Taxpayers taking the
federal credit may not also take a deduction for tax paid. Pennsylvania does not permit the
credit and instead allows this additional deduction from federal taxable income.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 2.7 $ 2.8 $ 2.8 $ 2.9 $ 2.9 $ 3.0 $ 3.1

Beneficiaries: Approximately 1,640 taxpayers representing eating and drinking establishments could benefit
from this tax expenditure.
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NET OPERATING LOSS CARRYFORWARD

Description: Corporations may deduct from current taxable income the net losses from previous years to
arrive at their tax liability. Beginning with Act 45 of 1998, the carryforward period has increased
from three years to 20 years. Act 89 of 2002 increased the carryforward to 20 years for losses
incurred in the 1998 taxable year and thereafter. Various acts have increased the annual cap
on deductions. Most recently, Act 48 of 2009 amended the annual cap on deductions to $3
million or 20 percent of taxable income, whichever is greater. Act 52 of 2013 further increased
the annual amount for the cap on deductions. For tax year 2014, the annual cap on deductions
is $4 million or 25 percent of taxable income, whichever is greater. For tax year 2015 and
beyond, the annual cap on deductions is $5 million or 30 percent of taxable income, whichever

is greater.

Purpose: This deduction reduces the tax burden for a period of time after an operating loss period,
thereby aiding a corporation that has returned to economic viability as measured by taxable
income.

(Dollar Amounts in Millions)
Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 367.9 $ 389.5 $ 4074 $ 421.8 $ 436.2 $ 450.6 $ 464.9

Beneficiaries: Approximately 14,800 businesses per year benefit from this tax expenditure.

NON-PROFIT NONSTOCK COMMODITY OR STOCK EXCHANGE

Description: Act 40 of 2005 excluded non-profit nonstock commodity or stock exchanges from the definition
of a corporation for corporate net income tax purposes. This provision applies retroactively to
taxable years beginning after December 31, 1997.

Purpose: This exemption provides tax relief for non-profit nonstock commodity or stock exchanges.
(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
NA NA NA NA NA NA NA

Beneficiaries: A minimal number of corporate taxpayers benefit from this tax expenditure.
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PENNSYLVANIA S CORPORATIONS

Description: Corporations with a valid Pennsylvania S corporation election in effect for the taxable year are
subject to corporate net income tax only to the extent that they have net recognized built-in
gains. Pennsylvania S corporation shareholders must include their distributive share of
Pennsylvania S corporation income for Pennsylvania income tax purposes. The tax
expenditure is the difference between what is paid by the shareholders under the personal
income tax and what the corporations would have paid had they been fully subject to the
corporate net income tax. Beginning with Act 7 of 1997, there have been several acts that have
linked the Pennsylvania tax treatment of S corporations more closely with federal law.

Purpose: Sub-chapter S corporations are closely-held corporations and are believed to be major job
creators. This provision allows tax treatment that is similar to that of the Internal Revenue
Service and most other states for these businesses.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 8485 $ 8452 $ 847.1 $ 8426 $ 837.3 $ 8345 $ 8321

Beneficiaries: Approximately 162,400 sub-chapter S corporations doing business in Pennsylvania could
benefit from this tax expenditure.

LIMITED LIABILITY COMPANIES (LLCs)

Description: Limited liability companies (LLCs) are hybrid business entities that combine the corporate
characteristic of limited liability for all owners (members) with the tax treatment of a partnership.
LLCs that are not taxed as corporations for federal purposes are exempt from the Pennsylvania
corporate net income tax. Members of the LLC must include their share of the LLC’s income for
Pennsylvania personal income tax purposes or corporate net income tax (if a corporate
member). The tax expenditure is the difference between what is paid by the members under
the personal income tax and corporate net income tax and what the LLC entities would have
paid under the corporate net income tax. Various acts through the years have clarified the tax
treatment of LLCs and types of companies that can organize as LLCs.

Purpose: LLCs are a preferred type of business entity for start-up companies. They combine the limited
liability of a corporation with the flexibility of a partnership. This provision allows tax treatment
that is similar to that of the Internal Revenue Service and most other states for these

businesses.
(Dollar Amounts in Millions)
Estimates:  2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 554.9 $ 553.7 $ 557.4 $ 556.4 $ 554.8 $ 554.9 $ 555.2

Beneficiaries: As many as 128,800 companies doing business in Pennsylvania benefit from this tax
expenditure.
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POWDERED METALLURGY NEXUS

Description: Act 55 of 2007 created a nexus exemption for the out-of-state customers of Pennsylvania
powdered metallurgy parts manufacturers. This nexus exemption applies retroactively to
taxable years beginning after December 31, 2004, as well as taxable years to which there is an
appeal prior to the effective date.

Purpose: This nexus exemption ensures that Pennsylvania powdered metallurgy parts manufacturers will
not lose business due to a concern that out-of-state customers may be unduly subject to
Pennsylvania taxation only for contracting with such a company.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 0.5 $ 0.5 $ 0.5 $ 0.5 $ 0.5 $ 05 $ 05

Beneficiaries: A minimal number of corporate taxpayers benefit from this tax expenditure.
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CAPITAL STOCK/FOREIGN FRANCHISE TAX
Authorization:  Article VI of the Tax Reform Code of 1971 (P.L. 6, No. 2), as amended.

The capital stock tax is a property tax imposed on every domestic corporation with capital stock, every joint-
stock association and limited partnership, and every other company organized or incorporated in Pennsylvania.
The franchise tax is a privilege tax imposed on foreign corporations, joint-stock associations, limited
partnerships, and other companies doing business and liable for taxation within Pennsylvania or having capital
or property employed or used in Pennsylvania. Certain corporations are exempt from these taxes, and some
corporations are afforded special treatment.

The capital stock/foreign franchise tax is based on capital stock value which is defined as one-half of the
sum of the average net income capitalized at the rate of 9.5 percent plus 75 percent of the net worth, less
$160,000. Beginning with Act 7 of 1997, there have been several acts that have increased the valuation
deduction from $100,000 to $160,000.

Act 89 of 2002 suspended the automatic transfer of 0.25 mills of the tax to the Hazardous Sites Cleanup
Fund (HSCF). Beginning in fiscal year 2002-03, the HSCF transfer will only occur if the balance in the HSCF is
expected to fall below $5 million. Act 77 of 2007 amended the HSCF transfer, setting it at $40 million per fiscal
year, beginning in fiscal year 2008-09.

Beginning with Act 45 of 1998, there have been various acts that have decreased the capital stock/foreign
franchise rate. The most recent legislation, Act 52 of 2013 delayed elimination of the capital stock/foreign
franchise tax for two years. The rate for tax year 2014 is 0.67 mills. The rate is further reduced to 0.45 mills for
tax year 2015. The tax is then eliminated for all tax years beginning after December 31, 2015.

The estimates in this analysis include only the General Fund portion of the tax and reflect the current phase-
out of the tax. Various types of assets are exempt from tax. The valuation of capital stock is not affected by
these exemptions, but the exemptions are reflected in apportionment formulas used to compute the percentage
of the capital stock value base actually subject to tax.

NONPROFIT CORPORATIONS

Description: Nonprofit corporations are exempt from the capital stock/foreign franchise tax. Act 7 of 1997
provided that any nonprofit corporation or entity that is an exempt organization as defined by
section 501 of Internal Revenue Code of 1986 (P.L. 99-514, 26 U.S.C.) is exempt. Act 4 of
1999 provided that insurance and travel agency activities carried on by an auto club are subject
to the capital stock/foreign franchise tax. The same act restored exempt status to homeowners
associations and membership organizations. The estimates below are based on unrelated
business income taxed by the federal government.

Purpose: This exemption provides tax relief to nonprofit corporations including religious, charitable,
educational, and scientific organizations that are perceived as providing social benefits.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 4.2 $ 2.4 $ 0.5 $ 0.1 Nominal $ - $ -

Beneficiaries:  Approximately 4,600 nonprofit corporations benefit from this tax expenditure.
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FAMILY FARM CORPORATIONS

Description: Family farm corporations are exempt from the capital stock/foreign franchise tax. A family farm
corporation is one that devotes at least 75 percent of its assets to agriculture and at least 75
percent of its stock is owned by members of the same family.

Act 45 of 1998 specifically defined LLCs and business trusts as corporations for capital
stock/foreign franchise tax purposes. As a result, LLCs and business trusts are eligible for the
family farm exemption, if appropriate.

Purpose: This exemption provides tax relief to family farm corporations thereby recognizing the
importance of family-owned farms.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21

Nominal Nominal Nominal Nominal Nominal $ - $ -

Beneficiaries: Approximately 830 family farm corporations operating in Pennsylvania could benefit from this
tax expenditure.

ASSETS USED IN MANUFACTURING, PROCESSING, AND RESEARCH AND DEVELOPMENT

Description: Corporations (except those which enjoy the right of eminent domain, i.e., utilities) organized for
manufacturing, processing, or research and development purposes may claim an exemption for
capital stock invested in such activities within Pennsylvania. Pollution control assets are
included for these corporations. This exemption is reflected in computing the percentage of the
capital stock value actually subject to tax and applies to both single-factor and three-factor
apportionment.

Act 63 of 1999 modified the manufacturing exemption by disallowing the exemption provided for
manufacturing, processing, or research and development activities from the numerator of the
sales factor and expanding the exemption by excluding property and payroll attributable to
manufacturing, processing, or research and development activities outside of the
commonwealth from the numerator of the property and payroll factors.

Purpose: This exemption encourages investment in manufacturing, processing, and research and
development activities that improves the commonwealth’s economic position.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 64.0 $ 377 $ 8.1 $ 1.8 Nominal $ - $ -

Beneficiaries:  Approximately 4,600 corporations operating in Pennsylvania benefit from this tax expenditure.

Wpennsylvania D30 Governor’s Executive Bubget 2016-2017



General Fund Tax Expenditures

APPORTIONMENT FORMULA

Description: Corporations that have multistate operations have the option of using either a single-factor or a
three-factor formula to compute the portion of the capital stock value that is subject to tax. The
single-factor formula is based on the ratio of the book value of taxable assets to the book value
of total assets. The three-factor formula is based on property, payroll, and sales within and
without Pennsylvania. Historically, only domestic corporations were permitted to choose the
single-factor apportionment method until the Pennsylvania Supreme Court ruled that foreign
corporations must be allowed the same option.

Act 52 of 2013 modified the sourcing of sales for calculating the apportionment of income.
Sales of real property, tangible property, and services will be sourced at the location of the
customer instead of the location of the “income producing activity.”

Purpose: This option provides tax relief to those corporations with considerable tangible investment in the
commonwealth and thereby encourages corporate investment in Pennsylvania.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 405 $ 238 $ 5.1 $ 1.2 Nominal $ - $ -

Beneficiaries: Approximately 8,000 corporations doing business in Pennsylvania benefit from this tax
expenditure.

POLLUTION CONTROL DEVICES

Description: Equipment, machinery, facilities, and other tangible property used during the tax year within
Pennsylvania for water or air pollution control or abatement devices utilized for the benefit of the
general public are exempt from the capital stock/foreign franchise tax. This exemption is
reflected as an exclusion from the numerator of the single asset apportionment fraction or the
numerator of the property factor when the three-factor apportionment formula is used.
However, for manufacturing, processing, or research and development corporations, these
assets are included as exempt equipment and shown in the expenditure for assets used in
manufacturing, processing, and research and development.

Purpose: This exemption provides tax relief to corporations required to install pollution control devices
and encourages investment in pollution control assets.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 0.1 Nominal Nominal Nominal Nominal $ - $ -

Beneficiaries: A nominal number of companies doing business in Pennsylvania benefit from this tax
expenditure.
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DEDUCTION FROM THE FIXED FORMULA

Description: Act 48 of 2009 establishes that for tax years beginning in 2010 and thereafter, corporations may
deduct $160,000 from the capital stock value which is then subject to apportionment to
determine the taxable base. The valuation deduction was $150,000 for tax years 2007 through
2009. The valuation deduction for tax years 1997 through 2006 was $125,000. The valuation
deduction was $100,000 for tax years 1995 and 1996.

Purpose: This exemption provides a tax-free portion of capital stock value for corporations, particularly
beneficial to new businesses realizing little or no profit during their early years.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 140 $ 8.1 $ 1.6 $ 0.3 Nominal $ - $ -

Beneficiaries: Approximately 280,200 corporations doing business in Pennsylvania benefit from this tax
expenditure.

HOLDING COMPANIES

Description: Holding companies may elect, in lieu of a standard apportionment formula, a special
apportionment formula that computes the taxable portion of capital stock value by taking 10
percent of the total capital stock value. The single-factor apportionment formula was used as
the standard apportionment formula in the estimating process. Holding companies are
corporations (1) which derive at least 90 percent of their income from stock or securities and the
rendering of administrative or management services to subsidiary corporations and (2) whose
assets are at least 60 percent comprised of securities or indebtedness of subsidiary
corporations. Act 45 of 1998 clarified that limited liability companies and business trusts are
eligible to receive holding company tax treatment.

Purpose: This special treatment is intended to provide tax relief to those holding companies with
considerable intangible assets that otherwise are not exempt under the single assets
apportionment fraction.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 450 $ 265 $ 5.7 $ 13 Nominal $ - $ -

Beneficiaries:  Approximately 490 companies doing business in Pennsylvania benefit from this tax expenditure.
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REGULATED INVESTMENT COMPANIES/REAL ESTATE INVESTMENT TRUSTS

Description: Regulated investment companies (RICs) are subject to special valuation for capital stock/foreign
franchise tax purposes. Their tax is computed by adding the net asset value multiplied by $75
and divided by one million to the apportioned undistributed personal income multiplied by the
personal income tax rate. Undistributed taxable personal income is apportioned to
Pennsylvania by a fraction, the numerator of which is all income distributed during the taxable
year to resident shareholders and the denominator of which is all income distributed to all
shareholders.

There is a potential revenue loss from regulated investment companies and real estate
investment trusts (REITS) organized as business trusts. These entities are not subject to capital
stock/foreign franchise tax. No cost estimate is available.

There is also a potential revenue loss associated with corporations that conduct Pennsylvania
business activity through an investment in business trust RICs, REITs, and certain other related
entities. Generally, a corporation’s interest in an entity that is not a corporation is considered to
be a direct ownership interest in the assets of the entity rather than an intangible interest. Act
232 of 2002 created exceptions to this general rule for RICs, REITs, and certain other related
entities that are organized as business trusts. No cost estimate is available.

Purpose: RICs are corporations that derive at least 90 percent of their income from dividends, interest,
and gains on disposition of stock and securities. REITs are corporations that own real estate
investments and must distribute at least 90 percent of their income as dividends. This special
treatment provides tax relief to these companies thereby allowing them to earn higher rates of
return on their investments that, in turn, are passed on to their shareholders. The higher
earnings rates may result in higher investment in the economy that is channeled through these

companies.
(Dollar Amounts in Millions)
Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 0.1 $ 0.1 Nominal Nominal Nominal $ - $ -

Beneficiaries: At least 220 RICs, REITs, and other related entities doing business in Pennsylvania benefit from
this tax expenditure. In addition, an unknown number of corporations may benefit from the
provisions of Act 232 of 2002.
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RESTRICTED PROFESSIONAL COMPANIES

Description: Restricted professional companies (RPCs) are limited liability companies (LLCs) performing
restricted professional services. LLCs are hybrid business entities that combine the corporate
characteristic of limited liability for all owners (members) with the tax treatment of a partnership.
Restricted professional services include chiropractic, dentistry, law, medicine and surgery,
optometry, osteopathic medicine, podiatry medicine, public accounting, psychology, and
veterinary medicine. These types of businesses give members the protection of limited liability
for the neglect of another member. RPCs are exempt from the capital stock/foreign franchise
tax. However, an annual fee of $380 per resident member is imposed under the Associations
Code, $25 of which is credited to the Corporation Bureau’s restricted account. Act 67 of 2006
eliminated single member restricted professional companies from being subject to the capital
stock and franchise tax unless they are classified as a corporation for federal income tax
purposes, effective for tax years beginning after December 31, 2005.

The cost estimates shown below only reflect the cost of the single member RPC exemption.

Purpose: RPCs perform valuable professional services for citizens of the commonwealth.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 2.0 $ 1.2 $ 0.2 Nominal Nominal $ - $ -

Beneficiaries: Approximately 3,400 companies doing business in Pennsylvania benefit from this tax
expenditure.

EXEMPTION FOR STUDENT LOAN ASSETS

Description: Act 45 of 1998 provided that student loan related assets owned or held by a trust or other entity
formed for the securitization of student loans are exempt from capital stock/foreign franchise
tax. This provision is effective for tax years beginning on or after January 1, 1998.

Purpose: This program exempts student loan related assets held by loan securitization trusts from the
capital stock/foreign franchise tax to conform with the commonwealth public policy of promoting
higher education.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
NA NA NA NA NA $ - $ -

Beneficiaries: A nominal number of business trusts and other entities formed for the securitization of student
loan assets benefit from this tax expenditure.
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FINANCIAL INSTITUTION BUSINESS TRUSTS

Description: Act 23 of 2000 created an exemption from tax for a domestic or foreign business trust that is
created or managed by an entity subject to bank shares or mutual thrifts tax, or an 80 percent
affiliate thereof. The trust must also be created and managed to facilitate the securitization of
intangible assets. For federal tax purposes it is classified as a partnership or disregarded entity.
This exemption applies to taxable years beginning after December 31, 1999.

Purpose: This exemption acts as an incentive for these trusts to form and operate in the commonwealth.
(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
NA NA NA NA NA $ - $ -

Beneficiaries: The number of taxpayers benefiting from this expenditure is unknown.

NON-PROFIT NONSTOCK COMMODITY OR STOCK EXCHANGE

Description: Non-profit nonstock commodity or stock exchanges are excluded from the definition of a
corporation for capital stock/foreign franchise tax purposes. This provision applies to taxable
years beginning after December 31, 1997.

Purpose: This exemption provides tax relief for non-profit nonstock commodity or stock exchanges.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
NA NA NA NA NA $ - $ -

Beneficiaries: A nominal number of corporate taxpayers benefit from this tax expenditure.

POWDERED METALLURGY NEXUS

Description: Act 55 of 2007 created a nexus exemption for the out-of-state customers of Pennsylvania
powdered metallurgy parts manufacturers. This nexus exemption applies retroactively to
taxable years beginning after December 31, 2004, as well as taxable years to which there is an
appeal prior to the effective date.

Purpose: This nexus exemption ensures that Pennsylvania powdered metallurgy parts manufacturers will
not lose business due to a concern that out-of-state customers may be unduly subject to
Pennsylvania taxation only for contracting with such a company.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21

Nominal Nominal Nominal Nominal Nominal $ - $ -

Beneficiaries: A minimal number of corporate taxpayers benefit from this tax expenditure.
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GROSS RECEIPTS TAX
Authorization:  Article Xl of the Tax Reform Code of 1971 (P.L. 6, No. 2), as amended.

The gross receipts tax is imposed on the following companies conducting business in Pennsylvania:
pipeline, conduit, steamboat, canal, slack water navigation and transportation companies; freight or oil
transporters; telephone and telegraph companies; express service, palace car or sleeping car companies; and
electric light, water power and hydroelectric energy companies and managed care organizations. The tax
collected from managed care organizations is not deposited in the General Fund. Municipalities are entitled to
exemptions.

A tax is levied at 50 mills on gross receipts from passengers, baggage, freight, and oil transported within the
commonwealth; as well as intrastate and interstate telephone and telegraph messages transmitted on land line
or cellular systems. A tax is levied at 44 mills on the sale of electric energy. The 44 mill tax rate on sales of
electric energy was subject to change based on the revenue neutral reconciliation (RNR) tax rate calculated
annually pursuant to Act 138 of 1996, which governs the restructuring of the electric utility industry in
Pennsylvania. Act 89 of 2002 established the permanent RNR tax rate at 15 mills for tax years beginning
January 1, 2003 and thereafter. The sale of natural gas was subject to the gross receipts tax before Act 4 of
1999 repealed these provisions, effective January 1, 2000.

MUNICIPALLY-OWNED PUBLIC UTILITIES

Description: Gross receipts of public utilities owned or operated by a municipality are exempt from tax to the
extent the gross receipts are derived from business done inside the limits of the municipality.
The figures for this expenditure are at the statutory utilities gross receipts tax rates applicable to
the appropriate tax year.

Purpose: This tax relief encourages municipalities to develop and invest in public utility services and
supplemental energy sources including cogeneration facilities. It also benefits residents to the
extent the tax relief is reflected through lower utility rates.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 111 $ 112 $ 113 $ 114 $ 115 $ 116 $ 117

Beneficiaries: The 35 municipally-owned utilities operating in the commonwealth benefit from this tax
expenditure.

NUCLEAR GENERATING FACILITY DAMAGE

Description: Gross receipts derived from the sale of electricity by an electric light company which are
attributable to the recovery of purchased energy costs, clean-up costs, and investment write-off
costs due to damage to a nuclear generating facility are exempt from tax.

Purpose: This tax relief alleviates the financial hardship faced by the public utility as a result of damage
caused by an accident or natural disaster. It also benefits consumers to the extent the tax relief
is reflected in lower utility rates.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
NA NA NA NA NA NA NA

Beneficiaries: One hundred thirty-five electric suppliers could potentially benefit from this tax expenditure.
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ELECTRIC COOPERATIVES

Description: Gross receipts of electric cooperatives are exempt from the tax. The figures for this expenditure
are at the statutory utility gross receipts tax rates applicable to the appropriate tax year.

Purpose: These cooperatives are nonprofit corporations organized to engage in rural electrification and
are perceived to provide public benefit. This exemption permits this service to be rendered at a
reduced cost to the rate payers.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 208 $ 21.0 $ 212 $ 214 $ 217 $ 219 $ 221

Beneficiaries: The 13 cooperatives in the commonwealth benefit from this tax expenditure.
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PUBLIC UTILITY REALTY TAX
Authorization:  Article XI-A of the Tax Reform Code of 1971 (P.L. 6, No. 2), as amended.

The public utility realty tax (PURTA) is imposed on public utilities furnishing services under the jurisdiction of
the Pennsylvania Public Utility Commission or a regulatory body of another state or the United States.

Act 4 of 1999 fundamentally overhauled PURTA for tax year 1998 and thereafter. The tax rate is annually
calculated by the Department of Revenue in order to raise an amount of tax revenue equal to the realty tax
equivalent. The commonwealth imposes this tax on public utility realty in lieu of local real estate taxes and
distributes revenue to local taxing authorities based on the realty tax equivalent.

Beginning with PURTA tax year 1998, utilities are taxed on the basis of the property’s fair market value,
which is the local assessed value adjusted by the common level ratio. After December 31, 1999, assets used in
the generation of electricity are excluded from the PURTA tax base and the realty tax equivalent.

For fiscal years prior to 2003-04, an additional 7.6 mills of the PURTA tax base was transferred to the Public
Transportation Assistance Fund. Beginning in fiscal year 2003-04, the additional 7.6 mills of the PURTA tax
base has remained in the General Fund. The estimates in this portion of the analysis include the variable tax as
well as the additional 7.6 mill levy.

PROPERTY SUBJECT TO LOCAL TAXATION

Description: Property subject to local real estate taxation under any law in effect on April 23, 1968, is
excluded from the PURTA base.

Purpose: The Constitution of Pennsylvania was amended April 23, 1968, to provide for state taxation of
public utility realty property; however, any law in effect which subjected real property of a public
utility to local real estate taxation was left in full force. This provision prevents the double
taxation of such property.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 3.3 $ 3.3 $ 3.3 $ 3.4 $ 3.4 $ 3.4 $ 3.5

Beneficiaries:  The 290 public utilities could benefit from this tax expenditure.

EASEMENTS

Description: Easements or similar interests are excluded from the PURTA base. An easement is an interest
in land owned by another entity that entitles the public utility company to limited use related to
the provision of utility service.

Purpose: PURTA is intended as a tax on real property and not as a tax on property such as these rights.

(Dollar Amounts in Millions)
Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 29 $ 29 $ 3.0 $ 3.0 $ 3.0 $ 3.0 $ 3.1

Beneficiaries: The 290 public utilities could benefit from this tax expenditure.
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RAILROAD RIGHTS-OF-WAY

Description: Railroad rights-of-way and superstructures thereon are excluded from the PURTA base.
Railroad rights-of-way are limited ownership of land to be used exclusively for the provision of
rail transportation service.

Purpose: PURTA is intended as a tax on real property and not as a tax on property such as these rights.
This tax relief may encourage the development of our railroad network that benefits the
economy.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 6.7 $ 6.8 $ 6.9 $ 6.9 $ 70 $ 7.1 $ 71

Beneficiaries: The 75 railroad public utilities could benefit from this tax expenditure.

SEWAGE SERVICES

Description: Public utilities furnishing sewage services are exempt from tax.

Purpose: This provides tax relief to companies that are in the business of sewage treatment and
encourages investment in sewage treatment facilities that provide public environmental benefits.
It also benefits consumers to the extent the tax relief is reflected in lower utility rates.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 5.9 $ 6.0 $ 6.0 $ 6.1 $ 6.2 $ 6.2 $ 6.3

Beneficiaries: The 55 public utilities that provide sewage services benefit from this tax expenditure.

MUNICIPALITIES

Description: Municipalities or municipal authorities furnishing electric, natural gas, telephone, or water public
utility services are exempt from tax.

Purpose: The realty used for municipally-furnished utility services is public property used for public
purposes. Moreover, taxing such property would result in the municipal government funding the
realty tax equivalent distributed to local taxing authorities.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 3.7 $ 3.7 $ 3.7 $ 3.8 $ 38 $ 3.8 $ 3.9

Beneficiaries: The 635 municipal authorities and the 35 municipal public utilities benefit from this tax
expenditure.
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ELECTRIC GENERATION FACILITIES

Description: After December 31, 1999, land and improvements indispensable to the generation of electricity
are subject to local real estate tax and are excluded from the PURTA tax base and the realty tax
equivalent.

Purpose: Electric generation facilities were removed from the PURTA tax base because electric
generation is no longer regulated as a public utility function. The electric competition statute,
Act 138 of 1996, changed the definition of public utility, and generation facilities can be owned
by unregulated entities. This exemption allows a level playing field for participants in electricity

supply.
(Dollar Amounts in Millions)
Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 268 $ 270 $ 273 $ 275 $ 277 $ 280 $ 282

Beneficiaries: The 22 electric utilities owning generating assets in Pennsylvania benefit from this tax
expenditure.

TRANSITION CREDIT

Description: During the transition years 1998 through 2001, the liability of a public utility under PURTA is
limited to 250 percent of its immediate prior year’s liability with any reduction in the liability
capped at $100,000 per taxable year. The cost of the transition credit in current fiscal years
depends on the calculation of the compensating adjustments for the affected tax years.

Purpose: The PURTA transition credit provides limited relief to taxpayers having a significant increase in
their PURTA tax base as a result of Act 4 of 1999.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21

Nominal Nominal Nominal Nominal Nominal Nominal Nominal

Beneficiaries:  Approximately 60 taxpayers benefit from this tax expenditure.
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INSURANCE PREMIUMS TAX
Authorization:  Article IX of the Tax Reform Code of 1971 (P.L. 6, No. 2), as amended.

The insurance premiums tax is imposed on domestic and foreign insurance companies that transact
business in Pennsylvania. Certain types of insurance companies are exempt from the tax.

The tax is levied on gross premiums received from business done within Pennsylvania during each calendar
year. A retaliatory tax is also imposed on taxable insurance companies incorporated in other states that impose
a higher burden on Pennsylvania companies doing business there.

The basic tax rate is two percent of gross premiums plus any retaliatory tax. A three percent rate is
imposed on insurance premiums for policies written with unlicensed insurers by a surplus lines agent when the
insured’s home state is Pennsylvania. Marine insurance companies are subject to a five percent tax on their
underwriting profits in lieu of the insurance premiums tax.

The estimates in this analysis include the full amount of revenues and the retaliatory charges that would be
received from affected insurance companies.

MUTUAL BENEFICIAL ASSOCIATIONS

Description: Purely mutual beneficial associations, whose funds benefit members, families, or heirs and are
made up entirely of member contributions and accumulated interest, are exempt from the
insurance premiums tax. For the purpose of this tax expenditure, these associations are treated
as life insurance companies.

Purpose: Mutual beneficial associations are charitable and benevolent organizations that provide life,
accident, and health benefits for their members. The exemption indirectly benefits subscribers
to the extent that it is reflected in reduced premiums.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 140 $ 143 $ 154 $ 158 $ 16.3 $ 16.8 $ 174

Beneficiaries: Approximately 60 mutual beneficial associations doing business in Pennsylvania benefit from
this tax expenditure.

NONPROFIT HOSPITAL AND MEDICAL CARE SERVICE ORGANIZATIONS

Description: Companies organized under the Nonprofit Hospital Plan Act (Act of June 21, 1937, P.L. 1948,
No. 378) and the Nonprofit Medical, Osteopathic, Dental and Podiatry Service Corporation Act
(Act of June 27, 1939, P.L. 1125, No. 399) are exempt from the insurance premiums tax. Those
exempt include, for example, Capital Blue Cross, Hospital Service Association of Northeastern
Pennsylvania, Highmark Inc., Geisinger Health Plan, and Inter-County Health Plan, Inc.

Purpose: These companies are deemed to be charitable and benevolent institutions that provide hospital
and/or medical care to their subscribers. The exemption provides indirect tax relief to
subscribers to the extent that it is reflected in lower premiums.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 790 $ 815 $ 86.6 $ 905 $ 95.3 $ 100.0 $ 105.6

Beneficiaries: Fifteen nonprofit hospital and medical care service organizations doing business in
Pennsylvania benefit from this tax expenditure.
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EXTRAORDINARY MEDICAL BENEFIT

Description: An exemption is allowed for premiums collected by automobile insurance companies for
optional extraordinary medical benefit coverage from $100,000 to $1,100,000. This exemption
applies only to premiums collected in association with policies written after June 1, 1989.

Purpose: This exemption benefits private insurance companies that are required to provide the
extraordinary medical coverage as a result of the repeal of Pennsylvania’s Catastrophic Loss
Trust Fund. This exemption also indirectly benefits subscribers to the extent that it is reflected
in reduced premiums.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 0.2 $ 0.2 $ 0.2 $ 0.2 $ 0.2 $ 0.2 $ 0.2

Beneficiaries: Approximately 810 automobile insurance companies licensed to do business in Pennsylvania
may benefit from this tax expenditure.

LIFE AND HEALTH INSURANCE GUARANTY ASSOCIATION CREDIT

Description: A tax credit is available to companies that are members of the Pennsylvania Life and Health
Insurance Guaranty Association. These companies may offset a proportionate part of
assessment payments made to the association against the insurance premiums tax. The credit
is for the portion of the assessment that is unrecoverable through premiums and must be taken
over five years.

Purpose: The Pennsylvania Life and Health Insurance Guaranty Association protects policyholders and
claimants by providing for the payment of benefits and the continuation of coverage under life,
health, and accident, and annuity policies under certain circumstances. Members are assessed
to provide funds to carry out the purpose of the association. This credit provides relief to
member companies by allowing them to recoup a portion of their assessment payments in the
form of tax credits. This credit also provides indirect relief to subscribers to the extent that lower
premium rates are maintained.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21

Nominal Nominal Nominal Nominal Nominal Nominal Nominal

Beneficiaries: Approximately 430 life, accident, and health insurance companies doing business in
Pennsylvania may benefit from this tax expenditure.
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PROPERTY AND CASUALTY INSURANCE GUARANTY ASSOCIATION (PP&CIGA) CREDIT

Description: A tax credit is available to companies that are members of the Pennsylvania Property and
Casualty Insurance Guaranty Association (PP&CIGA). Companies may claim a credit for
assessments paid to the association in a calendar year that exceed one percent of gross
premiums collected from policyholders. The credit must be taken proportionately over five
years, beginning the year after the assessment is paid. This tax credit was enacted as part of
Act 23 of 2000 to allow member companies to recoup a portion of assessments paid to the
association in the form of tax credits.

Purpose: The Pennsylvania Property and Casualty Insurance Guaranty Association protects
policyholders and claimants by providing for the payment of benefits and claims for property and
casualty policies under certain circumstances. Members are assessed to provide funds to carry
out the purpose of the association. This credit also provides indirect relief to property and
casualty policyholders to the extent that lower premium rates are maintained.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
Nominal Nominal $ 0.9 $ 1.7 $ 2.6 $ 35 $ 45

Beneficiaries: Approximately 1,070 property and casualty insurers doing business in Pennsylvania benefit
from this tax expenditure.

INNOVATE IN PA TAX CREDIT

Authorization:  Article XVIII-F of the Tax Reform Code of 1971 (P.L. 6, No. 2), as amended.

Description: Act 52 of 2013 created the Innovate in PA Tax Credit. A total of $100 million in tax credits were
purchased by qualified insurance companies in 2015. The credits may be claimed beginning in
calendar year 2017 against insurance premiums tax (IPT) liabilities incurred for a taxable year
beginning on or after January 1, 2016. The total amount of credits applied against IPT liability
by all qualified taxpayers in a fiscal year may not exceed $20 million, nor may they exceed a
taxpayer’s IPT liability for that year. Credits may be sold to other qualified taxpayers and may
be carried forward for any taxable year that begins prior to January 1, 2026.

The amounts shown below reflect the program cap.

Purpose: The tax credit encourages funding of early-stage venture capital investment through the Ben
Franklin Technology Partners, the Venture Investment Program, and the Life Sciences
Greenhouses.

Administrative Costs: Costs to administer the Innovate in PA Tax Credit are borne by the Department of
Community and Economic Development and the Department of Revenue. Estimated
costs total $0.1 million per year.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ - $ - $ 200 $ 200 $ 200 $ 200 $ 200

Beneficiaries:  Approximately thirty taxpayers will benefit from this tax expenditure.
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BANK AND TRUST COMPANY SHARES TAX
Authorization:  Article VII of the Tax Reform Code of 1971 (P.L. 6, No. 2), as amended.

The bank and trust company shares tax is imposed on every bank and trust company having capital stock
and doing business in Pennsylvania.

The tax is imposed annually on the value of shares as of January 1. Beginning January 1, 2014, the taxable
value of shares is computed on the most recent year-end value of an institution’s total bank equity capital,
adjusted to allow a deduction for United States obligations. The tax rate on the dollar value of each taxable
share of stock is 0.89 percent.

GOODWILL DEDUCTION

Description: Act 55 of 2007 provides for goodwill generated by a combination to be subtracted from a bank’s
book value of total bank equity capital when calculating its taxable shares. The Act also
provides for goodwill to be subtracted from total assets when calculating the proportional
deduction for United States obligations.

Purpose: This deduction removes from the tax base the intangible value assigned to goodwill under
purchase accounting rules as the result of a combination with another bank.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 682 $ 709 $ 744 $ 783 $ 827 $ 874 $ 923

Beneficiaries: Any Pennsylvania bank involved in combination activity could benefit from this tax expenditure.
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MUTUAL THRIFT INSTITUTIONS TAX
Authorization:  Article XV of the Tax Reform Code of 1971 (P.L. 6, No. 2), as amended.

The mutual thrift institutions tax is imposed on the net income of savings institutions, savings banks without
capital stock, savings and loan associations, and building and loan associations conducting business in
Pennsylvania.

The tax is based on net income determined in accordance with generally accepted accounting principles
with the following major exceptions: income earned from United States obligations or Pennsylvania state and
local obligations is excluded; the interest expense associated with tax exempt interest income is disallowed as a
deduction; and net operating losses from previous years may be carried forward for a maximum of three years.
Taxable net income is apportioned to Pennsylvania by a three-factor formula comprised of payroll, receipts, and
deposits.

The current tax rate is 11.5 percent.

NET OPERATING LOSS CARRYFORWARD

Description: Thrift institutions may deduct from current taxable income the net losses from previous taxable
years. A net loss for a taxable year may be carried over three years and must be carried to the
earliest allowable tax year. There is no carryback of losses to prior years.

Purpose: This deduction reduces the tax burden for a period of time after an operating loss period,
thereby aiding the thrift institution after it has attained economic health as measured by its
taxable income.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 0.4 $ 0.4 $ 0.4 $ 0.4 $ 04 $ 0.4 $ 0.4

Beneficiaries: The 60 mutual thrift companies could benefit from this tax expenditure.

CREDIT UNIONS

Description: Credit unions are exempt from taxation. The tax expenditure is determined by applying the
appropriate mutual thrift institutions tax rate to their net earnings.

Purpose: Credit unions are cooperative associations incorporated to promote thrift and to provide a
source of credit for their members. This program provides tax relief to credit unions as well as
their members to the extent that it is reflected in higher rates earned on savings and lower rates
charged for loans.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 6.1 $ 5.8 $ 6.1 $ 6.4 $ 638 $ 7.2 $ 7.6

Beneficiaries: The 57 state and federal credit unions operating in Pennsylvania benefit from this tax
expenditure.
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SALES AND USE TAX

Authorization:  Article Il of the Tax Reform Code of 1971 (P.L. 6, No. 2), as amended.

Administrative Costs: Costs incurred to administer the multiple tax expenditures associated with the sales and
use tax cannot be separately identified. Tax expenditures are a significant factor
associated with the need for more compliance audits and the increased complexity of
compliance audits.  These audits contribute significantly to the volume of appeals
processed by the Department of Revenue.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 139 $ 141 $ 143 $ 146 $ 1438 $ 150 $ 152

Beneficiaries: Information provided under the sales and use tax “Beneficiaries” heading represent an actual or
estimated number and description of Pennsylvania residents, households, or businesses
benefiting from that specific tax expenditure. An unreported number of non-Pennsylvania
entities may also benefit from the tax expenditure.

GENERAL/PERSONAL EXPENDITURES

FOOD

Description: Generally, food and beverages intended for human consumption are exempt from
taxation. These foods may be purchased from a bakery, pastry shop, donut shop, delicatessen,
grocery store, supermarket, farmer's market, convenience store, or vending machine. Sales of
ready-to-eat foods are not exempt from tax and include the sale of meals, sandwiches, food
from salad bars, hand-dipped or hand-served iced based products including ice cream and
yogurt, hot soup, hot pizza and other hot food items, brewed coffee, and hot beverages. In
addition, the exemption does not apply to soft drinks, alcoholic beverages, or food purchased
from an establishment from which ready-to-eat food and beverages are sold.

Purpose: Food is considered to be a basic necessity of life. Additionally, this provision reduces the
regressive nature of the tax and eases the tax burden on families who spend a disproportionate
share of income on these products.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$1,379.2 $1,410.1 $1,451.1 $1,487.7 $1,524.6 $1,562.7 $1,602.5

Beneficiaries:  Virtually all 5.1 million households benefit from this tax expenditure.
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CANDY AND GUM

Description: The purchase at retail or use of candy and gum, regardless of where sold, is exempt from
taxation.

Purpose: Candy and gum are considered to be food. Exempting candy and gum regardless of where
sold provides for uniformity in the taxation of these items.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 64.1 $ 656 $ 675 $ 69.2 $ 709 $ 727 $ 745

Beneficiaries: The number of taxpayers benefiting from this expenditure is unknown.

PERSONAL HYGIENE PRODUCTS

Description: The purchase at retail or use of disposable diapers, incontinence products, toilet paper,
feminine hygiene products, toothpaste, toothbrushes, and dental floss are exempt from taxation.

Purpose: These products are considered essential for maintaining a basic standard of life.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 457 $ 464 $ 483 $ 505 $ 527 $ 547 $ 565

Beneficiaries:  Virtually all 5.1 million households benefit from this tax expenditure.

NEWSPAPERS

Description: The purchase or use of newspapers or publications containing information of general interest
and reports of current events that qualify as a “newspaper of general circulation qualified to
carry a legal advertisement,” not including magazines, is exempt from taxation.

Purpose: The purpose of this tax exemption is to encourage citizens to be well informed.
(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 174 $ 163 $ 1538 $ 155 $ 153 $ 151 $ 152

Beneficiaries: The number of taxpayers benefiting from this expenditure is unknown.
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MAGAZINES

Description: The purchase at retail or use of subscriptions for magazines is exempt from taxation. A
‘magazine” is a periodical published at regular intervals not exceeding three months and
circulated among the general public. The exclusion includes any printed advertising material
circulated with the periodical. This tax expenditure became effective July 1, 1994, under Act 48

of 1994.
Purpose: The purpose of this tax exemption is to encourage citizens to be well informed.
(Dollar Amounts in Millions)
Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 6.4 $ 6.3 $ 6.4 $ 6.4 $ 6.5 $ 6.5 $ 6.6

Beneficiaries:  An unknown number of taxpayers benefit from this tax expenditure.

CLOTHING AND FOOTWEAR

Description: The purchase at retail or use of wearing apparel, footwear, and other articles of clothing worn
on the human body is exempt from taxation. Additionally, the purchase at retail or use of
clothing patterns and other items that are to be a component part of clothing is exempt from tax.
Accessories, ornamental wear, formal day or evening apparel, furs, and sporting goods are
taxable.

Purpose: Clothing and footwear are considered essential for maintaining a basic standard of life. This
provision reduces the regressive nature of the tax and eases the tax burden on families who
spend a disproportionate share of income purchasing these products.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 760.9 $ 7837 $ 806.1 $ 8258 $ 8441 $ 860.4 $ 877.3

Beneficiaries:  Virtually all 5.1 million households benefit from this tax expenditure.

PRESCRIPTION DRUGS AND ORTHOPEDIC EQUIPMENT

Description: The purchase at retail or use of prescription drugs and orthopedic equipment is exempt from
taxation. Such equipment includes crutches, wheelchairs, false teeth and dental materials,
eyeglasses, artificial limbs and eyes, hearing devices, braces, and supports. Also included are
devices to alleviate a physical incapacity such as a hospital bed or dialysis machine.

Purpose: Prescription drugs and orthopedic equipment are considered essential for maintaining a basic
standard of life. This provision reduces the regressive nature of the tax and eases the tax
burden on families who must spend a disproportionate share of income on these products.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 786.6 $ 8424 $ 899.0 $ 962.3 $1,034.6 $1,118.4 $1,211.9

Beneficiaries:  Approximately 2.8 million Pennsylvanians benefit from this tax expenditure.
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NON-PRESCRIPTION DRUGS

Description: The purchase at retail or use of non-prescription drugs such as antiseptics, aspirin, milk of
magnesia, castor oil, cold capsules, eyewashes, and vitamins is exempt from taxation.

Purpose: Non-prescription drugs are considered essential for maintaining a basic standard of life. This
provision reduces the regressive nature of the tax and eases the tax burden on families who
spend a disproportionate share of income on these products.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 108.1 $ 116.0 $ 1241 $ 133.2 $ 1435 $ 1555 $ 168.8

Beneficiaries: Virtually all 5.1 million households benefit from this tax expenditure.

LIQUOR OR MALT BEVERAGE PURCHASED FROM RETAIL DISPENSER

Description: Alcoholic beverages purchased in a drinking place or bar are exempt from taxation. Purchases
from a state liquor store or a beer distributor are taxed, despite the wholesale nature of a portion
of these sales. The estimates represent the difference in the tax that would be collected at the
retail level and the tax presently collected on the bulk sale.

Purpose: Taxing container sales rather than per drink sales reduces overall administrative and reporting
burdens for vendors and audit efforts by the Department of Revenue.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 130.3 $ 1417 $ 1515 $ 1604 $ 168.8 $ 176.6 $ 184.4

Beneficiaries:  Approximately 6.3 million people benefit from this tax expenditure.

CHARGES FOR RETURNABLE CONTAINERS

Description: Separately stated deposit charges for returnable containers are excluded from the purchase
price and are exempt from taxation.

Purpose: Deposit charges usually represent a security in the event a container is not returned. For this
reason, a true exchange of property is not considered to have occurred.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 103 $ 10.6 $ 11.0 $ 114 $ 118 $ 123 $ 127

Beneficiaries:  An unknown number of businesses and households may benefit from this tax expenditure.
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CASKETS AND BURIAL VAULTS

Description: The purchase or use of caskets, burial vaults, markers, cremation urns, and tombstones for
human graves, including foundations, is exempt from taxation.

Purpose: These items are considered to be the final basic necessity of life. Additionally, this exemption
reduces the regressive nature of the tax and eases the burden on low-income families.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 187 $ 195 $ 203 $ 212 $ 221 $ 230 $ 240

Beneficiaries: As many as 128,000 households benefit from this tax expenditure annually.

FLAGS

Description: The purchase or use of Pennsylvania and United States flags is exempt from taxation.

Purpose: The exemption of flags may be based on the perception that governmental support of national
and state symbols is a worthy public policy objective.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 15 $ 15 $ 15 $ 1.6 $ 16 $ 1.7 $ 1.7

Beneficiaries: An unknown number of households, businesses, and organizations benefit from this tax
expenditure.

TEXTBOOKS

Description: The purchase or use of textbooks for use in schools, colleges, and universities is exempt from
taxation. The purchase must be on behalf of or through schools recognized by the Department
of Education as institutions of learning.

Purpose: The education of the commonwealth’s citizens is a major policy objective of state government.
This exemption helps to reduce the overall cost of obtaining an education.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 129 $ 123 $ 122 $ 120 $ 119 $ 117 $ 115

Beneficiaries: As many as 780,000 college students may benefit from this tax expenditure.
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FOOD STAMP PURCHASES

Description: The purchase at retail or use of tangible personal property in accordance with the federal Food
Stamp Act of 1977 is exempt from taxation. Primarily, exempt items are soft drinks, certain
drink mixes, vegetable and fruit seeds and plants, and certain prepared cold foods.

Purpose: This provision is mandated by federal law for continued state participation in the federally
funded food stamp program.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 7.6 $ 8.2 $ 8.5 $ 8.9 $ 093 $ 9.7 $ 10.2

Beneficiaries: Approximately 733,000 households benefit from this tax expenditure.

GRATUITIES

Description: Any amount paid, in excess of charges and tax, for service relating to the purchase of food or
beverages or hotel or motel accommodations is an exempt gratuity.

Purpose: Gratuities or tips are not included in the cost of the meal or accommodation acquired by the
purchaser but are considered costs of the accompanying non-taxable services.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 912 $ 974 $ 102.8 $ 107.8 $ 112.8 $ 1175 $ 1223

Beneficiaries: Approximately 3.7 million households and an unknown number of businesses benefit from this
tax expenditure.

FUELS AND UTILITIES

COAL

Description: The purchase or use of coal is exempt from taxation.

Purpose: This exemption provides special tax treatment of coal versus alternative energy forms. Other
major energy sources are exempt only when used directly by the purchaser for residential use.
Encouragement of coal consumption may have been perceived as providing or preserving
employment when mining was a major employer within the commonwealth.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 118.1 $ 121.0 $ 122.6 $ 1241 $ 127.2 $ 129.5 $ 131.8

Beneficiaries: Approximately 70,000 households and an unknown businesses benefit from this tax
expenditure.
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FIREWOOD

Description: The purchase or use of firewood cut into lengths for burning or wood pellets is exempt from
taxation when used as fuel for cooking, or for heating water or residential dwellings.

Purpose: Alternative energy sources such as heating oil, natural gas, coal, and electricity are exempt
when used for residential purposes. The extension of this exemption to firewood provides
consistency among all major energy sources.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 7.7 $ 8.0 $ 8.2 $ 8.5 $ 88 $ 9.1 $ 94

Beneficiaries: Approximately 180,000 households use wood as a primary heating source. In addition, there
are approximately 700,000 households with working fireplaces. Both groups benefit from this
tax expenditure.

RESIDENTIAL UTILITIES

Description: As defined by law, “tangible personal property” specifies taxable items. Specifically omitted
from this definition are electricity, steam, natural, manufactured, and bottled gas and fuel oil;
basic local telecommunications service when purchased directly by the user solely for his
residential use; and charges for coin-operated telephone calls. Court decisions have expanded
the electricity exemption to include purchases for residential use through an agent, where there
is no commercial interest.

Purpose: Residential utilities are considered essential for maintaining a basic standard of life.
Additionally, this provision reduces the regressive nature of the tax and reduces the tax burden
on families who spend a disproportionate share of income on these services.

(Dollar Amounts in Millions)

Estimates: Electric:

2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 4159 $ 416.9 $ 4233 $ 4403 $ 458.4 $ 475.6 $ 4934
Fuel Oil/Gas:

2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 171.3 $ 153.7 $ 152.6 $ 159.9 $ 168.2 $ 1749 $ 179.8
Telephone:

2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 544 $ 557 $ 56.7 $ 573 $ 581 $ 59.0 $ 596

Beneficiaries: Virtually all 5.1 million households (electricity), 3.8 million households (fuel oil/gas), and 3.0
million households (telephone) benefit from this tax expenditure.
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WATER AND SEWAGE SERVICES

Description: The purchase at retail or use of water (including ice) or sewage services is exempt from
taxation.

Purpose: Water is a basic necessity of life. Additionally, this provision reduces the regressive nature of
the tax and reduces the tax burden on families who spend a disproportionate share of income
on this product.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 1248 $ 128.0 $ 130.9 $ 1341 $ 137.7 $ 1417 $ 146.1

Beneficiaries: Approximately 4.5 million households and about 298,000 businesses benefit from this tax
expenditure.

GASOLINE AND MOTOR FUELS

Description: The purchase or use of gasoline and other motor fuels, taxed under the Liquid Fuels and Fuels
Tax Act, is exempt from the sales and use tax.

Purpose: Because these items are already subject to fuels taxes, the legislature has provided for their
exemption from the sales and use tax.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$1,169.0 $ 987.9 $ 805.4 $ 850.6 $ 951.8 $1,013.5 $1,081.2

Beneficiaries: Approximately 4.8 million households and owners of more than 1.6 million heavy trucks, buses,
etc., benefit from this tax expenditure.

MOTOR VEHICLES/VESSELS

AIRCRAFT

Description: An exemption is provided for the sale at retail or use of helicopters and similar rotocraft. In
addition, there is an exemption for the sale at retail of repair and replacement parts for
helicopters, similar rotocraft, and fixed-wing aircraft. This exemption also covers the installation
of these parts as well as other service to the aircraft.

Purpose: This exclusion places Pennsylvania aircraft manufactures at a competitively neutral position
relative to manufacturers in those states allowing this exemption.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 4.9 $ 5.1 $ 54 $ 5.6 $ 5.8 $ 6.0 $ 6.2

Beneficiaries: Approximately 110 aircraft manufacturers and repair companies may benefit from this
expenditure. In addition, an unknown number of purchasers of these products and services
may benefit.
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COMMON CARRIERS

Description: Vehicles purchased by a public utility, engaged in business as a common carrier, to be used in
rendering utility services are exempt from taxation. Since the enactment of the Federal Aviation
Act, effective January 1, 1995, Pennsylvania has recognized contract carriers as common
carriers. Household goods carriers and private carriers remain taxable.

Purpose: Without this exemption, the tax would be built into the rate base of public utility services and,
ultimately, passed on to consumers. Therefore, this exemption reduces the overall cost of utility
services that are considered to be basic necessities.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 504 $ 513 $ 523 $ 532 $ 547 $ 56.7 $ 586

Beneficiaries: Approximately 7,500 common carriers could benefit from this tax expenditure.

COMMERCIAL VESSELS (Construction and Repair)

Description: The purchase or use of commercial vessels of 50 tons or larger is exempt from taxation if
delivery is taken in Pennsylvania.

Purpose: This exclusion places Pennsylvania shipbuilders at a competitively neutral position relative to
shipbuilders in those states allowing this exemption.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 169 $ 17.0 $ 173 $ 175 $ 180 $ 187 $ 194

Beneficiaries: As many as 10 establishments may benefit from this tax expenditure.

COMMERCIAL VESSELS (Equipment and Maintenance)

Description: The purchase or use of fuel, supplies, equipment, ships or sea stores, and cleaning or
maintenance supplies is exempt from taxation. This exemption applies to vessels of 50 tons or
more designed for commercial use.

Purpose: Imposition of the tax at the point of sale would place Pennsylvania vendors at a competitive
disadvantage relative to those vendors operating in other states that allow this exemption.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 5.7 $ 5.7 $ 5.7 $ 5.7 $ 5.8 $ 5.9 $ 6.1

Beneficiaries: The number of taxpayers benefiting from this expenditure is unknown.
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MOTOR VEHICLES (Out-of-State Purchasers)

Description: The purchase or use of a motor vehicle by a non-resident, to be used outside Pennsylvania,
and which is registered in another state within twenty days of delivery, is exempt from taxation.
Delivery must be taken outside of Pennsylvania.

Purpose: The exemption protects the participation of Pennsylvania car dealers in the out-of-state market
while preventing potential abuses of such an exemption by Pennsylvania residents.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
NA NA NA NA NA NA NA

Beneficiaries: The number of taxpayers benefiting from this expenditure is unknown.

SCHOOL BUSES

Description: The purchase at retail or use of school buses is exempt from taxation. These buses must be
used exclusively for the transportation of children for school purposes. The provision is
extended to persons who have contracts with school districts to transport children.

Purpose: The costs of transporting school children are directly borne by school districts and indirectly by
state government through subsidy programs. This exemption, while limiting state sales and use
tax revenues, also decreases state educational subsidy costs.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 216 $ 216 $ 217 $ 218 $ 219 $ 219 $ 220

Beneficiaries:  Approximately 400 private school bus contractors and virtually all schools benefit from this tax
expenditure.

PRODUCTION EXPENDITURES

MANUFACTURING EXEMPTION (Manufacture and Processing)

Description: An exemption is provided for the purchase or use of machinery, equipment, parts and supplies,
or the use of services or utilities used directly in the manufacturing and processing of personal
property. This exemption does not apply to motor vehicles, maintenance facilities, managerial
or other nonoperational activities or materials, supplies, or equipment used relative to real
estate, obtaining disinfecting or pest control services, or building maintenance and cleaning
services.

Purpose: Exemption of manufacturing equipment and supplies prevents the multiple taxation that could
occur in the production of a finished good for consumption. Were these items not exempt, this
additional cost would be passed through to the ultimate consumer.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$1,169.4 $1,206.1 $1,234.1 $1,255.8 $1,286.7 $1,325.2 $1,374.3

Beneficiaries: Approximately 13,800 manufacturers and an unknown number of processors and
remanufacturers benefit from this tax expenditure.
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MANUFACTURING EXEMPTION (Agriculture)

Description: An exemption is provided for the purchase or use of machinery, equipment, parts and supplies,
or the use of services or utilities used directly in farming, dairying, horticulture, floriculture, or
aquaculture. This exemption does not apply to motor vehicles, maintenance facilities,
managerial or other nonoperational activities or materials, supplies, or equipment used relative
to real estate, obtaining disinfecting or pest control services, or building maintenance and
cleaning services.

Purpose: Exemption of agricultural equipment and supplies prevents the multiple taxation that could occur
in the production of an agricultural commodity for sale and consumption. Were these items not
exempt, this additional cost would be passed through to the ultimate consumer.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 36.2 $ 359 $ 36.2 $ 36.9 $ 376 $ 384 $ 395

Beneficiaries:  Approximately 58,800 farm operators benefit from this tax expenditure.

MANUFACTURING EXEMPTION (Public Utility)

Description: An exemption is provided for the purchase or use of machinery, equipment, parts and supplies
or the use of services or utilities used directly in producing, delivering, or rendering a public
utility service. This exemption does not apply to motor vehicles (except those used as common
carriers), maintenance facilities, managerial or other nonoperational activities or materials,
supplies, or equipment used relative to real estate, obtaining disinfecting or pest control
services, or building maintenance and cleaning services.

Purpose: Exemption of equipment and supplies used in producing and delivering a public utility service
prevents the multiple taxation that could occur in providing the service. Were these items not
exempt, this additional cost would be passed through to the ultimate consumer.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 986 $ 964 $ 957 $ 96.9 $ 975 $ 98.6 $ 100.6

Beneficiaries: Approximately 820 public utilities could benefit from this tax expenditure.

MANUFACTURING EXEMPTION (Foundations for Machinery and Equipment)

Description: Foundations for machinery and equipment used directly in manufacturing, farming, dairying,
agriculture, horticulture, floriculture, aquaculture, processing or producing, and delivering or
rendering a public utility service are exempt from taxation. Included for a public utility are sand,
gravel, crushed rock, concrete, or similar material used as bedding or surrounding pipe used
directly to render sewer or water service.

Purpose: Exemption of foundations for manufacturing equipment prevents the multiple taxation that could
occur in the production of a finished good for consumption. Were these items not exempt, this
additional cost would be passed through to the ultimate consumer.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 2.2 $ 2.2 $ 2.3 $ 2.3 $ 24 $ 2.4 $ 2.5

Beneficiaries:  Approximately 73,500 entities benefit from this tax expenditure.
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CONTRACT FARMING

Description: The purchase or use of tangible personal property or services that are directly used in farming,
dairying, or agriculture for the production of food are exempt from tax even if the purchaser is
not the entity directly involved in the agricultural activity. This exemption applies to machinery,
equipment, parts, supplies, and utilities used in the production of food.

Purpose: Exemption of agricultural equipment and supplies prevents the multiple taxation that could occur
in the production of an agricultural food commodity for sale and consumption. Were these items
not exempt, this additional cost would be passed through to the ultimate consumer.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 458 $ 479 $ 500 $ 523 $ 54.6 $ 571 $ 59.6

Beneficiaries: An unknown number of businesses engaged in contract farming benefit from this tax
expenditure.

OTHER

AIRLINE CATERING

Description: Airline purchases of catered food and non-alcoholic beverages served to passengers in
connection with the airline service are exempt from tax.

Purpose: This tax exemption lowers the cost of catered food and non-alcoholic beverages purchased by
airlines, which may also reduce the cost of airline travel for consumers.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 0.8 $ 0.8 $ 0.8 $ 0.9 $ 09 $ 0.9 $ 1.0

Beneficiaries:  Approximately 60 airlines may benefit from this expenditure.

COIN-OPERATED FOOD AND BEVERAGE VENDING MACHINES

Description: The tax on food and beverages dispensed from coin-operated vending machines is derived
from total receipts collected from the machines rather than from the price of individual items
sold.

Purpose: This provision eases reporting and administrative burdens on the vendor and reduces audit
efforts required by the Department of Revenue.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 0.6 $ 0.6 $ 0.6 $ 0.6 $ 0.6 $ 0.6 $ 0.6

Beneficiaries: As many as 210 vending machine operators may benefit from this tax expenditure.
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HOTEL-PERMANENT RESIDENT

Description: An exemption is provided, under the hotel occupancy tax, for a person occupying or having the
right to occupy a room in a hotel, inn, tourist home, lodging house, rooming house, summer
camp, apartment hotel, resort lodging, or cabin for 30 consecutive days or more. This
exemption does not extend to prepared meals or other taxable items.

Purpose: Residency of this length is felt to approximate permanent dwelling rental, which is non-taxable
as a basic necessity of life.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 5.8 $ 6.1 $ 6.3 $ 6.5 $ 6.7 $ 6.9 $ 7.2

Beneficiaries: Approximately 51,600 persons benefit from this tax expenditure.

VENDOR DISCOUNT

Description: A licensed vendor is permitted a one percent discount as a credit against the gross amount of
tax collected provided that a tax return, with full payment due the department, is filed or
postmarked on or before the due date.

Purpose: This provision is intended to defray the vendor’s cost of collecting and remitting the sales and
use tax.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 782 $ 80.6 $ 843 $ 875 $ 905 $ 935 $ 965

Beneficiaries:  Approximately 187,200 vendors benefit from this tax expenditure.

OUT-OF-STATE CREDIT

Description: A credit is allowed for the purchase of personal property or taxable services for use outside
Pennsylvania equal to the sales tax paid in the applicable state. The state must grant
substantially similar tax relief as provided by Pennsylvania.

Purpose: Allowing a credit for tax paid in another state prevents double taxation.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
NA NA NA NA NA NA NA

Beneficiaries: The number of taxpayers benefiting from this expenditure is unknown.
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TRADE-IN VALUE

Description: A deduction is allowed against the gross purchase price for the value of personal property
actually taken in trade or exchange. The trade-in property does not have to be of like kind to
the purchased property. The reduction in purchase price is considered to be the value of the
trade-in.

Purpose: Tangible personal property taken as a trade-in is usually resold. Therefore, it is treated as a
sale for resale.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 327.7 $ 339.6 $ 357.2 $ 376.1 $ 390.6 $ 396.2 $ 401.9

Beneficiaries:  Approximately 600,000 purchasers of motor vehicles annually benefit from this tax expenditure.
In addition, an unknown number of entities benefit from other trade-ins (such as boats and
aircraft).

ISOLATED SALES

Description: Infrequent personal property sales of a non-recurring nature by persons not in the business of
selling such items are exempt from taxation. By regulation, exempt entity sales can occur no
more than three times nor more than a total of seven days in a year. These sales may include
the sale of a lawn mower to a neighbor, liquidation of an estate, sale of a used typewriter by an
insurance company, or yard sale items. Motor vehicles and property that must be registered or
licensed are not granted this exemption.

Purpose: The exclusion of isolated sales from taxation greatly reduces compliance and administration
burdens for the seller and the commonwealth.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 100.0 $ 103.1 $ 107.8 $ 1118 $ 115.7 $ 1195 $ 1234

Beneficiaries: The number of taxpayers benefiting from this expenditure is unknown.

TEMPORARY USAGE

Description: Property purchased outside Pennsylvania by a nonresident and temporarily used in
Pennsylvania for seven days or less or any length of time by a tourist or vacationer is exempt
from taxation. If the property is consumed in the state it becomes taxable.

Purpose: Providing an exemption for temporary usage of taxable property in Pennsylvania does not
discourage entry into the state by vacationers, tourists, or others who attend, or are involved in
specific short term events or activities.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
NA NA NA NA NA NA NA

Beneficiaries: The number of taxpayers benefiting from this expenditure is unknown.
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HORSES

Description: The sale of a horse is exempt from taxation if the seller is directed to deliver the horse to an out-
of-state location. A horse may be temporarily delivered to a resident or agent prior to being
delivered out-of-state.

Purpose: This exemption provides preferential treatment of horses relative to other tangible personal
property by permitting temporary location in Pennsylvania before being delivered out-of-state.

(Dollar Amounts in Millions)
Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21

$ 28 $ 2.6 $ 2.6 $ 26 $ 26 $ 26 $ 26

Beneficiaries: Approximately 2,000 Standard bred horse purchasers and an unknown number of purchasers of
other types of horses benefit from this tax expenditure.

YOUTH SPORTS PROGRAMS

Description: The purchase of food and beverages from nonprofit associations which support sports
programs for participants aged 18 or younger, or for persons with a physical or intellectual
disability regardless of age, is exempt from taxation.

Purpose: The exemption of these items encourages such organizations to support programs that provide
activities beneficial to young people and the disabled.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
NA NA NA NA NA NA NA

Beneficiaries: The number of taxpayers benefiting from this expenditure is unknown.
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PURELY PUBLIC CHARITIES

Description: The sale of personal property or services to or for use by any institution of purely public charity
as defined by Act 55 of 1997 is exempt from taxation. Act 45 of 1998 extended this exemption
to include the purchase or use of certain machinery and equipment used in a construction
contract with an exempt entity. The purchase or use may be made by a construction contractor
or the exempt entity. Transactions unrelated to the trade or business of such organizations are
taxable as are certain materials and supplies purchased for use in connection with real estate.

Purpose: These organizations provide public and charitable services that are perceived to benefit the
general public. This exemption permits these services to be rendered at reduced cost.

(Dollar Amounts in Millions)

Estimates: Charitable Organizations:

2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 117 $ 120 $ 122 $ 125 $ 129 $ 134 $ 139
Volunteer Firemen’s Organizations:

2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 153 $ 155 $ 157 $ 16.0 $ 16.6 $ 17.2 $ 179
Nonprofit Educational Institutions:

2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 810 $ 818 $ 825 $ 841 $ 873 $ 90.7 $ 943
Religious Organizations:

2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 79 $ 80 $ 82 $ 8.4 $ 87 $ 9.0 $ 9.3
Health & Social Assistance Organizations:

2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 154.8 $ 156.8 $ 157.7 $ 1595 $ 164.6 $ 1704 $ 1747

Beneficiaries: Approximately 31,300 organizations currently benefit from this tax expenditure.

EXEMPT GOVERNMENTAL UNITS

Description: The sale of tangible personal property or services to or for use by the federal government, the
commonwealth or its instrumentalities, or political subdivisions is exempt from taxation. Act 45
of 1998 extended this exemption to include the purchase or use of certain machinery or
equipment used in a construction contract with a governmental unit. The purchase or use may
be by a contractor or governmental unit. Based on the criteria adopted to define tax
expenditures, federal transactions are not included in this study. Commonwealth transactions
are also excluded because revenues would offset expenditures with no net effect. The
estimates, therefore, represent the tax on local government expenditures and construction
contractors.

Purpose: This exemption is an indirect means of assistance to local governments and may reduce the
taxes levied by these entities.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 3547 $ 360.1 $ 3725 $ 387.2 $ 402.2 $ 4174 $ 4326

Beneficiaries: Approximately 3,100 governmental units benefit from this tax expenditure.
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SUBSTITUTED TAX BASE

Description: The tax on tangible personal property purchased at least six months prior to the first taxable use
in Pennsylvania may be based on the prevailing market price at the time of the taxable use.
This substituted base would be in lieu of taxing the original purchase price.

Purpose: This alternative tax base permits taxpayers to pay tax relative to the current market value of
such assets that most closely approximates current taxable value.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
NA NA NA NA NA NA NA

Beneficiaries: The number of taxpayers benefiting from this expenditure is unknown.

OUT-OF-STATE PURCHASES

Description: Tangible personal property purchased and used outside the state by a nonresident who later
brings the property into Pennsylvania while establishing a permanent residence or business is
exempt from taxation. This property must be purchased more than six months prior to the first
taxable use in Pennsylvania.

Purpose: This provision eases administrative costs for the commonwealth and compliance costs for the
taxpayer and prevents a substantial tax liability from being imposed when a person moves to
Pennsylvania.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
NA NA NA NA NA NA NA

Beneficiaries: The number of taxpayers benefiting from this expenditure is unknown.

RAIL TRANSPORTATION EQUIPMENT

Description: The purchase or use of rail transportation equipment by a business in the movement of its own
personal property is exempt from taxation.

Purpose: Exemption of rail equipment provides preferential treatment benefiting specific users of this
transportation mode. Were these items not exempt, this additional cost may be passed through
to the ultimate consumer.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 108 $ 109 $ 110 $ 111 $ 114 $ 119 $ 124

Beneficiaries: The number of taxpayers benefiting from this expenditure is unknown.
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FISH FEED
Description: The purchase or use of fish feed by sportsmen’s clubs, fish cooperatives, or nurseries approved
by the Pennsylvania Fish Commission is exempt from taxation.
Purpose: The exemption provides special treatment benefiting organizations that raise fish intended for
human consumption.
(Dollar Amounts in Millions)
Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21

Nominal Nominal Nominal Nominal Nominal Nominal Nominal

Beneficiaries:  An unknown number of entities benefit from this tax expenditure.

TOURIST PROMOTION AGENCIES

Description: The purchase or use of supplies and materials by tourist promotion agencies for distribution to
the public is exempt from taxation. To be permitted this exemption, an agency must receive
grants from the state.

Purpose: Excluding supplies and materials used by tourist promotion agencies that receive state grants
reduces the cost of performing promotional activities. The need for direct support to these
agencies is decreased by providing this exemption.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
NA NA NA NA NA NA NA

Beneficiaries:  An unknown number of entities benefit from this tax expenditure.

TROUT

Description: The purchase or use of brook trout, brown trout, or rainbow trout is exempt from taxation.

Purpose: Special treatment is conferred to those involved in the raising or sale of trout intended for
human consumption.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21

Nominal Nominal Nominal Nominal Nominal Nominal Nominal

Beneficiaries:  An unknown number of entities benefit from this tax expenditure.
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CONSTRUCTION OF MEMORIALS

Description: The purchase or use of materials used in the construction or erection of objects commemorating
or memorializing historical events is exempt from taxation. These objects must be purchased
by not-for-profit organizations and erected on publicly owned property.

Purpose: This exemption has been provided because these memorials are presumably erected for public
benefit and gratification.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 0.1 $ 0.1 $ 0.1 $ 0.1 $ 0.1 $ 01 $ 01

Beneficiaries: The number of taxpayers benefiting from this expenditure is unknown.

STORAGE
Description: Charges for storage, other than for self-storage, of tangible personal property are exempt from
taxation.
Purpose: Commercial storage services may be considered an integral part of the production and
distribution of tangible personal property.
(Dollar Amounts in Millions)
Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21

$ 179.0 $ 1822 $ 185.1 $ 1884 $ 193.9 $ 200.8 $ 2118

Beneficiaries: The number of taxpayers benefiting from this expenditure is unknown.

STAIR LIFT DEVICES

Description: The purchase or use of property or services used in installing or repairing stair lift devices is
exempt from taxation when the device is installed or used in the residence of a physically
disabled person requiring the device to ascend or descend stairs. The physical disability must
be certified by a physician.

Purpose: Stair lift devices could be considered essential for people with a physical disability that prevents
them from ascending or descending stairs. This exemption reduces the regressive nature of the
tax and eases the tax burden on people requiring the devices.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 0.4 $ 0.4 $ 0.4 $ 0.4 $ 0.4 $ 0.4 $ 0.4

Beneficiaries: As many as 860,000 residents who have difficulty ascending and descending stairs may benefit
from this tax expenditure.
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BAD DEBTS

Description: Sales tax vendors may apply for a refund equal to 100 percent of bad debts associated with
sales tax paid to the state for sales written off by the vendor and deducted for federal income
tax purposes because the vendor did not receive full payment from the purchaser. Act 55 of
2007 provided that the refund for sales tax remitted and attributable to bad debt is now
expanded to private label credit cards. This change applies to amounts deducted as bad debts
on federal income tax returns required to be filed after January 1, 2008. No refund is granted
for interest, finance charges, or expenses incurred in attempting to collect receivables.

Purpose: The bad debt refund provision lessens the economic impact experienced by vendors when they
extend credit to customers for taxable purchases and subsequently incur uncollectible accounts
receivable (bad debts).

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 3.6 $ 3.8 $ 4.0 $ 4.2 $ 44 $ 4.6 $ 4.8

Beneficiaries: Any of the 298,000 licensed vendors could benefit from this tax expenditure, if they extend
credit or accept checks for payment.

UNIFORM COMMERCIAL CODE FILING FEES

Description: Separately stated Uniform Commercial Code (UCC) filing fees, copy requests, and certification
fees paid to a state or local agency are exempt from tax.

Purpose: UCC filing legally identifies the lien holder for personal property collateral. These fees may be
perceived as incidental to the purchase or use of the tangible personal property and, as such,
are exempt from tax.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 2.0 $ 2.0 $ 2.1 $ 2.2 $ 23 $ 2.3 $ 2.4

Beneficiaries: As many as 130,000 entities benefit from this tax expenditure annually.
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RENTAL OF FILMS FOR COMMERCIAL EXHIBITION

Description: The purchase at retail or use of motion picture films rented or licensed from a distributor for the
purpose of commercial exhibition are exempt from taxation.

Purpose: This provision allows the entertainment services associated with these films to be delivered to
the public at a reduced cost. Were these films not exempt, the additional cost would likely be
passed through to the ultimate consumer.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 209 $ 216 $ 224 $ 230 $ 236 $ 242 $ 248

Beneficiaries: Approximately 180 motion picture and video exhibition companies, 80 television broadcasting
stations, and 15 cable and subscription programming companies benefit from this expenditure.

COPIES OF AN OFFICIAL DOCUMENT

Description: The sale at retail or use of copies of an official document sold by a government agency or court
are exempt from taxation. Included in copies of official documents are any copies in tangible
form, including compact discs, microfilm, and similar forms of electronic media. Examples of
such documents include notes of court testimony, deposition transcripts, driving records,
accident reports, birth and death certificates, deeds, divorce decrees, and other similar
documents.

Purpose: This provision eases reporting and administrative burdens on state, county, and local
governments, including courts and political subdivisions.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 14 $ 14 $ 15 $ 15 $ 1.6 $ 1.6 $ 1.7

Beneficiaries:  An unknown number of individuals and businesses benefit from this tax expenditure.

INVESTMENT METAL BULLION AND INVESTMENT COINS

Description: The purchase or use of investment metal bullion and investment coins are exempt from
taxation. This exemption includes the purchase or use of precious metals, where the value of
the metal is primarily a function of the metal content, or a coin, where the market value exceeds
the face value. This exemption does not include jewelry, works of art made from coins, or

medallions.
Purpose: These purchases are generally for investment purposes only and, as such, are exempt from tax.
Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 8.4 $ 8.9 $ 94 $ 9.8 $ 101 $ 105 $ 11.0

Beneficiaries: An unknown number of individuals and businesses engaged in the purchase and sale of
investment bullion and coins benefit from this tax expenditure.
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CATALOGS AND DIRECT MAIL ADVERTISING

Description: The purchase or use of a mail order catalog or direct mail advertising literature and materials is
exempt from taxation. Effective July 1, 1998, this exemption was extended to the purchase or
use of electoral literature or material and certain mailing lists.

Purpose: The purchase of these items may be perceived as incidental to the advertising service being
provided.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 3.7 $ 3.6 $ 3.6 $ 3.6 $ 35 $ 35 $ 3.6

Beneficiaries: The number of taxpayers benefiting from this expenditure is unknown.

WRAPPING AND PACKING SUPPLIES

Description: The purchase or use of wrapping paper, twine, bags, cartons, tape, rope, labels, nonreturnable
containers, and all other wrapping supplies which are incidental to the delivery of personal
property is exempt from taxation. This exclusion applies to retailers only. A separately stated
charge for wrapping or packaging is taxable.

Purpose: Exemption of these items prevents double taxation since the cost of wrapping supplies, as a
final input of the product, is included in the price charged by the retailer.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
NA NA NA NA NA NA NA

Beneficiaries:  Approximately 58,900 retail and wholesale establishments benefit from this tax expenditure.
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SERVICES

Description:
taxed by law.

Purpose:

Expenditures for services are not taxable under the sales and use tax except when specifically

Because the primary basis for the sales and use tax is tangible personal property, the majority

of services are not taxed unless they are related to taxable property. Legislation adopted in

1991 imposed the tax on charges for selected business services.
computer services from the list of taxable services.

Estimates:

LODGING
Recreational parks, camps & campgrounds ...............

PERSONAL SERVICES

Dry-cleaning & laundry services
Personal care ServiCes.........ccouvvveiiieeniiee e
Funeral parlors, crematories & death care services....
Other: personal SErviCes. .......cccoccuveiiiieeiiieeiiieee e,

BUSINESS SERVICES

Advertising, public relations, & related services..........
Services to buildings and dwellings. ...........cccccceennee.
Consulting (scientific, environmental, & technical)......
Scientific research & development services ...............
Information services............c.cooiiiiiiiii i
Administrative ServiCes .........ccccvvvriiiieeiee e

COMPUTER SERVICES
Custom programming, design & data processing ......

AUTOMOTIVE SERVICES
Parking l0ts & garages.........ccovcueeeiiiieeniiiee e

RECREATION SERVICES

Spectator sports admissions (excludes schoals) ........
Theater, dance, music & performing arts admissions .
Amusement & recreation industries..............ccccoeeeeenn.
Museums, historical sites, zoos & parks.............c.......

HEALTH SERVICES

Home health care, nursing care, & other ambulatory
health care services..........coocceiiiieiiiiiiiic e
Hospitals..........ccoccvveevinnens
Physician & dental services
Social assistance including day care..............cccccou.....

PROFESSIONAL SERVICES

(=T F- LU UPPPTPI
Architectural, engineering, & related services.............
Accounting, auditing and bookkeeping services .........
Specialized design ...........cooiveiiiiiieiiiiee e
All other professional and technical services..............

TRANSPORTATION SERVICES

Transit & ground transportation.............cccoceeeevieeennns
AIr transportation............coovveevieeeniiieeee e
Truck transSportation ............coceeeeriieeeniiie e
Other transSportation .............oocuveeeeeeeriiiiiieee e

MISCELLANEOUS SERVICES

BasiC teleVviSioN ..........cccoiiiiiiiiiieeiiiiee e
Tuition (college, vocational training & instruction).......
Electrical, plumbing, heating & AC service fees..........
Veterinary feeS. ...
Financial institution fees..........ccccooiiiiiiiiiiiiiieeee
Waste management and remediation services...........

Beneficiaries:
these service tax expenditures.

Act 7 of 1997 removed

(Dollar Amounts in Millions)
2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 126 $ 133 $ 137 $ 14.2 $ 146 $ 15.1 $ 156
$ 343 $ 354 $ 36.6 $ 378 $ 393 $ 40.8 $ 424
175.8 183.7 191.6 199.7 208.2 217.0 225.9
54.2 56.7 59.1 61.6 64.2 66.9 69.7
47.7 49.5 51.5 53.4 55.6 57.8 60.1
$ 756.2 $763.3 $772.6 $785.0 $805.5 $829.2 $854.8
239.6 242.9 246.4 250.9 257.4 265.0 273.1
344.5 346.7 349.8 354.9 363.9 373.9 384.7
80.6 80.8 81.0 82.3 84.0 85.9 88.3
52.4 53.5 54.8 56.3 58.2 60.3 62.5
487.4 494.2 501.8 511.1 524.8 540.5 557.4
$ 366.4 $371.8 $378.2 $ 386.6 $ 398.6 $412.1 $426.9
$ 475 $ 494 $ 514 $ 535 $ 557 $ 58.0 $ 60.3
$ 69.3 $ 713 $ 73.6 $ 76.1 $ 79.0 $ 820 $ 851
92.1 94.2 96.5 99.2 102.6 106.1 109.8
321.0 334.8 348.8 363.2 378.4 393.9 410.0
25.0 26.2 27.3 28.5 29.7 30.9 32.2
$409.4 $429.2 $448.7 $468.9 $490.3 $5135 $537.6
1,036.3 1,086.2 1,135.8 1,186.8 1,241.1 1,299.6 1,360.6
1,214.7 1,273.3 1,331.3 1,391.1 1,454.8 1,523.4 1,594.9
140.1 146.8 153.5 160.4 167.8 175.7 183.9
$609.0 $623.0 $638.3 $655.9 $677.4 $700.5 $725.1
272.4 275.0 279.4 284.3 292.6 302.6 313.7
283.5 287.3 291.7 297.4 305.8 315.1 325.1
66.0 67.2 68.5 69.8 71.8 74.0 76.4
162.2 164.0 166.2 169.2 173.5 178.4 183.9
$ 277 $ 286 $ 295 $ 304 $ 311 $ 318 $ 325
3.2 3.3 3.4 35 3.6 3.6 3.7
175 18.0 18.5 19.0 19.6 20.2 20.7
13.1 13.3 13.6 13.9 14.3 14.6 15.0
$ 2285 $ 2335 $237.4 $240.1 $243.9 $247.6 $250.9
762.4 796.3 830.3 865.3 902.0 939.6 978.3
NA NA NA NA NA NA NA
61.3 64.0 66.8 69.6 72.5 75.6 78.7
189.1 199.8 211.9 224.2 237.4 250.9 264.8
155.9 159.2 162.6 166.4 171.6 177.7 184.1

Virtually all 5.1 million households and all 298,000 business establishments benefit from one or more of
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CIGARETTE TAX

Authorization:  Article XII of the Tax Reform Code of 1971 (P.L. 6, No. 2), as amended.

The cigarette tax is an excise tax, based on a rate of 8 cents per cigarette, levied on the sale or possession
of cigarettes in Pennsylvania. Prior to November 1, 2009, the tax rate was 6.75 cents per cigarette. Effective
November 1, 2009, the cigarette tax was also imposed on little cigars weighing no more than four pounds per
thousand sticks. Only one sale of cigarettes, whether individual cigarettes, packages, cartons, or cases, is
taxable. 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. Transfers of cigarette tax receipts to CHIP
began in fiscal year 1992-93 at the rate of two thirty-firsts of receipts. After January 1, 1997, the transfer
amount was increased to three thirty-firsts of receipts. Transfers of cigarette tax receipts to the ACEP fund
began in fiscal year 1993-94 at the rate of two thirty-firsts of receipts. Beginning January 7, 2004, 18.52 percent
of cigarette tax receipts are transferred to the Health Care Provider Retention Account (HCPRA). The HCPRA
transfer was repealed beginning November 1, 2009. The analyses below reflect only the General Fund portion
of the tax expenditures.

Administrative Costs: Costs to administer the cigarette tax expenditures are nominal.

STATE VETERANS’ HOMES

Description: Sales to retail dealers located in state veterans’ homes, for resale to residents in such homes,
are exempt. Federal veterans’ hospitals are exempt under federal law.

Purpose: It is perceived to be good public policy to reduce taxes for veterans who have served their
country and are now residing in a veterans’ home or hospital.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21

Nominal Nominal Nominal Nominal Nominal Nominal Nominal

Beneficiaries: Residents in six state veterans’ homes benefit from this tax expenditure.

UNSTAMPED CIGARETTES (200 AND UNDER)

Description: Vacationers or tourists crossing state lines with one carton or less of unstamped cigarettes are
not required to pay tax on those cigarettes. The carton (200 cigarettes) cannot be resold and
must be for personal use only.

Purpose: Persons crossing state lines with one carton or less of cigarettes are presumed to possess such
cigarettes for personal use rather than intentionally avoiding payment of the cigarette tax. This
expenditure helps to relieve administration and enforcement burdens as well as promote

tourism.
(Dollar Amounts in Millions)
Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
NA NA NA NA NA NA NA

Beneficiaries: The number of taxpayers benefiting from this expenditure is unknown.
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COMMISSIONS ON SALES OF STAMPS

Description: Cigarette stamping agents are permitted a commission of 0.87 percent of the value of all
cigarette tax stamps purchased from the Department of Revenue or its authorized agents to be
affixed to cigarettes for sale within the commonwealth. Prior to November 1, 2009, the
commission was equal to 0.98 percent. The commission does not apply to purchases of
stamps by a cigarette-stamping agent in amounts of less than one hundred dollars ($100).

Purpose: This commission is paid to the cigarette-stamping agent as compensation for services and
expenses incurred while acting as an agent of the commonwealth in affixing tax stamps.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 8.6 $ 8.5 $ 8.4 $ 8.2 $ 8.1 $ 8.0 $ 7.9

Beneficiaries: Approximately 116 cigarette stamping agents may benefit from this tax expenditure.
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MALT BEVERAGE TAX

Authorization:  Article XX of the Tax Reform Code of 1971 (P.L. 6, No. 2), as amended.

The malt beverage tax is levied on malt and brewed beverages manufactured, sold, and used in
Pennsylvania or manufactured outside of Pennsylvania but sold for importation and use in Pennsylvania. The
tax is borne by the consumer, but manufacturers, distributors, and importers remit the tax to the commonwealth.

The malt beverage tax contains no tax expenditures as defined for this tax expenditure analysis.

LIQUOR TAX

Authorization: The Liquor Code, Act of June 29, 1987 (P.L. 32, No. 14) and the Emergency Liquor Sales Tax
Act, Act of June 9, 1936 (Special Session, P.L. 13).

The liguor tax is imposed on all liquor sold by the Pennsylvania Liquor Control Board. The tax is assessed,
since 1968, at the rate of 18 percent of the net price paid by the consumer.

The liquor tax contains no tax expenditures as defined for this tax expenditure analysis.
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PERSONAL INCOME TAX

Authorization:  Article Il of the Tax Reform Code of 1971 (P.L. 6 No. 2), as amended.

The personal income tax is levied against the taxable income of resident and nonresident individuals,
estates and trusts, partnerships, S corporations, business trusts, and limited liability companies that are not
taxed as corporations for federal purposes. Pennsylvania taxes eight classes of income: (1) compensation; (2)
net profits from the operation of a business, profession, or farm; (3) net gains on income less net losses from
dispositions of property; (4) net gains on income from rents, royalties, patents, and copyrights; (5) dividends; (6)
interest; (7) gambling and lottery winnings; and (8) net gains on income derived through estates or trusts.

Administrative Costs: Costs to administer the various tax expenditures associated with the personal income
tax cannot be separately identified. Additionally, administrative costs for inheritance tax
are included in these estimates. The existence of tax expenditures may result in
taxpayer uncertainties, which create an administrative burden on the department relative
to additional compliance audits, letter rulings, pronouncements, and bulletins.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 2.7 $ 2.6 $ 2.7 $ 2.8 $ 29 $ 2.9 $ 30

EXCLUSIONS FROM INCOME

RETIREMENT INCOME

Description: Payments commonly recognized as old age or retirement benefits paid to persons retired from
service after reaching a specific age or after a stated period of service are exempt from taxation.

Purpose: The exemption limits the impact of the tax on retired persons. It also prevents taxation of
previously taxed employee contributions to retirement plans.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$2802.9 $2,983.6 $3,176.1 $3,380.9 $3,599.0 $3,831.1 $4,078.1

Beneficiaries: As many as 2.9 million retired residents and their survivors benefit from this tax expenditure.
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RETIREMENT CONTRIBUTIONS BY EMPLOYERS

Description: Payments made by employers for programs covering employee retirement and employer social
security contributions are exempt from taxation.

Purpose: This provision lessens the burden of the tax on Pennsylvania wage earners and maintains
fairness since the employee often does not have the right to possess the funds in the retirement
plan except upon retirement or separation from the company after a set number of years of

service.
(Dollar Amounts in Millions)
Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$1,065.8 $1,106.4 $1,156.7 $1,211.3 $1,267.6 $1,327.0 $1,387.8

Beneficiaries: As many as 5.8 million employees benefit from this tax expenditure.

NONQUALIFIED DEFERRED COMPENSATION

Description: Following the federal constructive receipt rule, Act 40 of 2005 stipulated that deferrals to
nonqualified deferred compensation plans are not includible in compensation. This change
applies to appeals which arise prior to or after the effective date of this act, July 7, 2005, and
applies to taxable years beginning after December 31, 2002.

Purpose: With certain significant exceptions, Pennsylvania’s constructive receipt rules were generally
made consistent with the federal constructive receipt rules used to determine when
compensation is received by a cash basis taxpayer.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 318 $ 327 $ 337 $ 347 $ 3538 $ 368 $ 379

Beneficiaries:  Approximately 51,000 residents benefit from this tax expenditure.

HEALTH SAVINGS ACCOUNTS/ARCHER MEDICAL SAVINGS ACCOUNTS (ARCHER MSASs)

Description: Act 67 of 2006 provided a personal income tax exemption for contributions made to Health
Savings Accounts and Archer Medical Accounts, consistent with the federal treatment of such
accounts. Distributions that are not used for qualified medical expenses are taxable as interest
income. These changes apply to tax years beginning after December 31, 2005.

Purpose: This provision reduces the cost and could improve the quality and availability of health care to
Pennsylvanians.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 127 $ 132 $ 1338 $ 145 $ 150 $ 156 $ 161

Beneficiaries: Individuals filing approximately 153,000 returns are estimated to benefit from this tax
expenditure. This number is expected to rise over time.
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EMPLOYEE BENEFIT PROGRAM EMPLOYER CONTRIBUTIONS

Description: Payments made by employers or labor unions for programs covering hospitalization, sickness,
disability or death, supplemental unemployment benefits, group life insurance, and strike
benefits are exempt from taxation. Effective January 1, 1998, this expenditure also includes
personal use of employer provided property and services.

Purpose: This provision lessens the burden of the tax upon Pennsylvania wage earners, along with
maintaining fairness, since these payments are not usually based on actual use by each wage
earner.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$1,196.5 $1,240.3 $1,300.9 $1,364.2 $1,419.7 $1,470.3 $1,518.9

Beneficiaries: As many as 5.8 million employees benefit from this tax expenditure.

CAFETERIA PLANS

Description: Payments made by employers, on behalf of employees, into a qualifying cafeteria plan are
exempt from taxation if the program does not discriminate in favor of highly compensated
individuals. This exemption parallels the limited exemption treatment of employee benefit
programs covering hospitalization, sickness, disability or death, supplemental unemployment
benefits, or strike benefits. Effective January 1, 1998, this expenditure also includes payments
made on behalf of employees for personal use of employer provided property and services.

Purpose: This provision lessens the burden of the tax upon Pennsylvania wage earners, along with
maintaining fairness, since these payments are not usually based on actual use by each wage
earner.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 90.2 $ 937 $ 979 $ 1025 $ 107.3 $ 1123 $ 1175

Beneficiaries: The number of taxpayers benefiting from this expenditure is unknown.

LIFE INSURANCE PROCEEDS

Description: Amounts paid to beneficiaries or the estate of a decedent due to the death of the decedent are
exempt from tax.

Purpose: Life insurance proceeds are not considered compensation for services rendered. Also,
premiums are often paid with after-tax dollars.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 1374 $ 1412 $ 1451 $ 1492 $ 153.3 $ 157.6 $ 162.0

Beneficiaries: The death payment beneficiaries of approximately 189,000 life insurance policies benefit from
this tax expenditure.
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SICKNESS OR DISABILITY PROCEEDS

Description: Payments, other than regular wages or salary, received for periods of sickness or disability are
excluded from compensation.

Purpose: These payments are excluded because they do not take the place of an employee’s regular
wages or salary. However, sick pay in the form of regular wages or salary is taxable.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
NA NA NA NA NA NA NA

Beneficiaries: The number of taxpayers benefiting from this expenditure is unknown.

UNEMPLOYMENT AND SUPPLEMENTAL UNEMPLOYMENT COMPENSATION

Description: Amounts received as unemployment compensation or supplemental unemployment
compensation are excluded from taxable income.

Purpose: This exemption assists unemployed persons in providing the basic necessities of life.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 68.1 $ 65.0 $ 659 $ 66.6 $ 654 $ 642 $ 631

Beneficiaries: Approximately 528,000 people benefit from this tax expenditure.

WORKERS’ COMPENSATION

Description: Disability, retirement, or other payments arising under workmen’s compensation acts,
occupational disease acts, and similar legislation are exempt from taxation.

Purpose: These benefits are not related to services rendered and are intended to provide income or
subsistence during periods of disability when the taxpayer was injured on the job and also to
pay workers’ medical bills for injuries sustained on the job. These benefits more closely
resemble insurance payments, which are not taxable.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 915 $ 925 $ 936 $ 946 $ 957 $ 96.8 $ 979

Beneficiaries: As many as 177,000 residents benefit from this tax expenditure.
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STRIKE BENEFITS

Description: Amounts designated as strike benefits are exempt from tax.

Purpose: These benefits are not considered compensation for services rendered and are thus excluded
from tax.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
NA NA NA NA NA NA NA

Beneficiaries: The number of taxpayers benefiting from this expenditure is unknown.

PUBLIC ASSISTANCE

Description: Public assistance payments from governmental entities are excluded from taxable income.

Purpose: This provision limits the impact of the tax on the poor and increases the effectiveness of state
payments under this program.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 5.6 $ 5.7 $ 5.7 $ 5.7 $ 57 $ 5.7 $ 5.7

Beneficiaries:  Approximately 166,000 people benefit from this tax expenditure.

SALE OF A PRINCIPAL RESIDENCE

Description: Beginning January 1, 1998, the gain from a sale of principal residence is excludable from
income. Prior to January 1, 1998, this expenditure was a once in a lifetime exclusion of up to
$100,000 for those 55 and over.

Purpose: A principal residence is typically sold to meet the changing needs of the taxpayer and not in an
effort to recognize a capital gain.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 152.1 $ 151.7 $ 154.3 $ 157.8 $ 162.1 $ 165.9 $ 169.9

Beneficiaries: The owners of approximately 227,000 principal residences that are sold each year in
Pennsylvania benefit from this tax expenditure.
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COMPENSATION FOR MILITARY SERVICE

Description: Compensation for military service by a Pennsylvania resident in a combat zone is excludable
from tax. Income received for military service outside the commonwealth (whether or not it is in
a combat zone) while on active duty as a member of the armed forces is excludable from
compensation. Income received for active state duty for an emergency within or outside
Pennsylvania is excludable from compensation.

Purpose: This provision reduces tax on members of the armed forces while on active duty in service of
the country.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 1271 $ 129.3 $ 132.6 $ 136.2 $ 139.6 $ 1431 $ 146.6

Beneficiaries: Approximately 56,000 residents benefit from this tax expenditure.

SCHOLARSHIPS, GRANTS, FELLOWSHIPS, AND STIPENDS

Description: Scholarships, grants, fellowships, and stipends awarded on the basis of need or academic
achievement for the purpose of encouraging or allowing the recipient to further their educational
development are not taxable. Fellowships and stipends are taxable if they are awarded as
compensation for past, present, or future services.

Purpose: Awards made on the basis of detached generosity are considered to be gifts and are not
taxable as income.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 146.0 $ 150.8 $ 157.3 $ 164.8 $ 1724 $ 180.5 $ 189.0

Beneficiaries: The recipients of approximately 283,000 state and federal grants and scholarships, and an
unknown number of private scholarships, grants, fellowships, and stipends benefit from this tax
expenditure.

REIMBURSEMENTS FOR ACTUAL EXPENSES

Description: Payments by an employer to an employee to reimburse actual expenses incurred by the
employee in the conduct of the employer’s business are excludable from compensation.

Purpose: This provision ensures that employees incurring business expenses, for which they are later
reimbursed in the actual amount of the expenses, are not taxed on the reimbursements. Such
expenses and reimbursements are treated as if the employer had made the expenditure

directly.
(Dollar Amounts in Millions)
Estimates:  2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 46 $ 45 $ 45 $ 44 $ 44 $ 43 $ 4.3

Beneficiaries:  Approximately 30,000 taxpayers benefit from this tax expenditure.
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UNREIMBURSED EXPENSES

Description: Unreimbursed expenditures made by employees are excludable from compensation if they are
necessary to enable the taxpayer to properly perform the duties of employment, reasonable in
amount, directly related to the taxpayer’s occupation, and customary in the taxpayer’s
occupation.

Purpose: This provision enhances the fairness of the tax for those employees who incur expenses for the
benefit of the employer, in order to properly perform a job, or to retain a rate of compensation.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 746 $ 743 $ 739 $ 736 $ 732 $ 729 $ 725

Beneficiaries: Individuals filing approximately 1.1 million returns benefit from this tax expenditure.

BUSINESS INCOME DEDUCTIONS

Description: Ordinary and reasonable expenses necessary to operate a business or profession may be
deducted from the gross receipts of that business or profession. This expenditure does not
measure the cost of sales and operations or wages and salaries deductions.

Purpose: Businesses and professions are taxed on “net” profits; therefore, expenses necessary to
produce the income may be deducted before tax is computed.

(Dollar Amounts in Millions)

Estimates:  Depreciation:

2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 152.7 $ 157.6 $ 170.6 $ 178.3 $ 184.3 $ 190.0 $ 1974
Other:

2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$1,916.8 $1,979.0 $2,142.1 $2,238.6 $2,313.5 $2,384.6 $2,476.9

Beneficiaries:  Approximately 1.1 million businesses and professions benefit from this tax expenditure.

FOSTER CARE

Description: Payments received by foster parents are explicitly excluded from the definition of compensation.

Purpose: This exemption provides an incentive for families to bear the burden of caring for foster children.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 1.0 $ 1.0 $ 11 $ 11 $ 11 $ 11 $ 11

Beneficiaries: The foster parents of approximately 16,300 children benefit from this tax expenditure.
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QUALIFIED TUITION PROGRAMS

Description: Act 67 of 2006 provided a personal income tax deduction for qualified tuition program
contributions.  Rollovers, undistributed earnings, and distributions used for qualified higher
education expenses are not taxable. This applies to taxable years beginning after December

31, 2005.
Purpose: These provisions lessen the burden of tax on families saving for college education.
(Dollar Amounts in Millions)
Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 289 $ 326 $ 36.8 $ 415 $ 47.0 $ 53.2 $ 604

Beneficiaries: At least 114,00 taxpayers benefit from this tax expenditure.

EXEMPTION FOR ELECTION OFFICIALS

Description: Compensation and other payments received by county election officials are exempt from
taxation.
Purpose: This exemption provides an incentive to serve as a county election official.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 0.9 $ 0.9 $ 0.9 $ 0.9 $ 10 $ 1.0 $ 1.0

Beneficiaries: As many as 100,900 election officials benefit from this tax expenditure.

PENNSYLVANIA LOTTERY WINNINGS

Description: Prizes of the Pennsylvania Lottery are exempt from the state personal income tax. Prior to
fiscal year 1999-00, an amount equal to total Lottery prizes paid multiplied by the current PIT
rate was transferred from the Lottery Fund to the General Fund. Since the General Fund was
reimbursed for the exemption of Lottery prizes, this transfer was considered a Lottery
expenditure. Act 4 of 1999 eliminated the transfer, creating an actual General Fund
expenditure.

Purpose: This provision provides an additional benefit to individuals winning lottery prizes.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 135 $ 139 $ 146 $ 1438 $ 15.0 $ 153 $ 155

Beneficiaries:  Approximately 52,200 residents benefit from this expenditure.
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STATE/LOCAL OBLIGATIONS

Description: State and local governments and authorities may issue bonds to raise funds in order to finance
a variety of public projects, including infrastructure improvement or construction, and provide
essential services. When a bond is issued, the issuer is obligated to repay the borrowed bond
proceeds, at a specified rate of interest, by some future date. Interest paid on Pennsylvania
government-issued municipal bonds is exempt from Pennsylvania state income taxes.

Purpose: Because of this tax exempt feature, investors will usually accept lower interest payments than
on other types of borrowing, lowering the overall cost for the government bond issuer.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 100.8 $ 878 $ 103.2 $ 108.7 $ 115.7 $ 120.6 $ 120.6

Beneficiaries: Approximately 283,000 Pennsylvanians benefit from this expenditure.

START-UP BUSINESS DEDUCTION

Description: Beginning with tax year 2014, Pennsylvania aligned with federal rules allowing for a $5,000
deduction from net income for business start-up costs for personal income tax purposes. Start-
up costs include any amounts paid or incurred in connection with creating an active trade or
business, or investigating the creation or acquisition of an active trade or business. They may
include advertising, travel, surveys, consultant fees, and training.

Purpose: This deduction gives businesses the same opportunity they have at the federal level and will
encourage small business development, attract entrepreneurs and encourage existing
businesses to expand and create new jobs.

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 4.8 $ 4.4 $ 4.1 $ 38 $ 3.4 $ 31 $ 27

Beneficiaries:  Approximately 36,500 new businesses will benefit from this tax expenditure.

INTANGIBLE DRILLING COSTS

Description: Effective tax year 2014, a taxpayer may recover intangible drilling costs (IDCs), as defined by
federal rules, by using either a ten-year amortization period, or elect to immediately expense up
to one-third of the allowable costs and recover the remaining costs over a 10 year period
beginning in the taxable year the costs are incurred.

Purpose: This expenditure allows entities to deduct a larger portion of costs immediately, instead of
spreading those costs over the life of the well.

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 4.6 $ 4.6 $ 5.8 $ 7.0 $ 8.1 $ 093 $ 107

Beneficiaries: The number of taxpayers benefiting from this expenditure is unknown.
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CREDITS

SPECIAL POVERTY PROVISIONS (TAX FORGIVENESS)

Description: Special tax forgiveness provisions allow eligible claimants to reduce their tax liability depending
on the amount of their eligibility income. For tax year 2015, a taxpayer with no dependents and
with eligibility income of $8,750 or less will qualify for some amount of forgiveness. A married
couple with no dependents and with eligibility income of $15,250 or less will also qualify for
some amount of forgiveness. The eligibility income limits increase by $9,500 for each

dependent.
Purpose: This provision provides tax relief for taxpayers with low incomes.
(Dollar Amounts in Millions)
Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 281.9 $ 2734 $ 265.2 $ 257.3 $ 249.6 $ 242.1 $ 234.8

Beneficiaries:  Individuals filing approximately 1.3 million returns benefit from this tax expenditure.

RESIDENT CREDIT

Description: Pennsylvania residents who have income which is subject to both Pennsylvania personal
income tax and the income or wage tax of another state (excluding compensation earned in
states with reciprocal agreements) may claim the lesser of the actual tax paid to the other state,
or the tax calculated using Pennsylvania taxable income earned in the other state, multiplied by
the current Pennsylvania tax rate as a credit against the personal income tax. Prior to Act 52 of
2013, Pennsylvania residents could also claim the resident credit for income from a foreign
country.

Purpose: This provision prevents the double taxation of income earned by a Pennsylvania resident in
another state.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 3437 $ 358.7 $ 3771 $ 394.9 $ 413.2 $ 4327 $ 451.9

Beneficiaries: Individuals filing approximately 167,000 returns benefit from this tax expenditure.
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ESTIMATED TAXES

ESTIMATED TAXES FOR FIDUCIARIES

Description: Act 40 of 2005 stated that fiduciaries are allowed to adopt the federal annualization rules for
calculating estimated payments. This change may lower or eliminate one or more estimated
payments. These provisions apply to payments made after June 30, 2006.

Purpose: The adoption of annualized federal rules for calculating estimated payments for estates and
trusts allow fiduciaries to have consistent payments between state and federal laws.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 42 $ 6.0 $ 54 $ 438 $ 46 $ 50 $ 51

Beneficiaries: Approximately 48,000 fiduciaries are estimated to benefit from this tax expenditure.

ESTIMATED TAXES FOR FARMERS

Description: Individuals having an estimated gross income from farming which is at least two-thirds of their
total gross income may file an estimated tax declaration any time on or before January 15 of the
succeeding year. If such an individual files a final return and pays the entire tax due by March
1, the return may be considered the declaration due on or before January 15. The estimates
measure the interest lost due to delayed estimated payments.

Purpose: This provision provides assistance to farmers by allowing more liberal estimated payment rules,
enhancing the farmers’ cash flow.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21

Nominal Nominal Nominal Nominal Nominal Nominal Nominal

Beneficiaries: Farmers operating approximately 58,800 farms benefit from this tax expenditure.

ESTIMATED PAYMENTS FOR SMALL AMOUNTS

Description: Individuals with taxable income of $8,000 or less not subject to withholding are not required to
pay estimated taxes. The threshold was changed from $2,500 effective January 1, 2000.

Purpose: These provisions reduce paperwork for the Department of Revenue and taxpayers with small
amounts of income not subject to withholding.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21

Nominal Nominal Nominal Nominal Nominal Nominal Nominal

Beneficiaries: Approximately 1.4 million Pennsylvania residents benefit from this tax expenditure.
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ESTIMATED TAXES FOR PRIOR YEAR TAX FORGIVENESS RECIPIENTS

Description: Act 85 of 2012 allows taxpayers who make estimated tax payments equal to the amount of the
taxpayer's tax liability for the preceding tax year to take into account a calculation for the special
provisions for poverty (tax forgiveness). A taxpayer who received tax forgiveness during the
prior tax year, but did not qualify for tax forgiveness in the current tax year and is required to
make estimated payments, may avoid a penalty for underpayment of estimated taxes. This
provision applies to tax years beginning on or after January 1, 2013. The estimates measure
interest foregone on quarterly tax payments and from lost fees and penalties.

Purpose: This legislation is intended to give taxpayers who qualified for tax forgiveness a safe harbor
from estimated payments.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21

Nominal Nominal Nominal Nominal Nominal Nominal Nominal

Beneficiaries: Taxpayers filing nearly 47,000 returns benefit from this expenditure.
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REALTY TRANSFER TAX

Authorization:  Article XI-C of the Tax Reform Code of 1971 (P.L. 6, No. 2), as amended.

The realty transfer tax is a documentary stamp tax on the value of any interest in real estate transferred
by deed. The tax rate is one percent of the value of the real estate transferred. Each party to a document is
jointly and severally liable for the tax imposed, unless the party is an excluded party or the document evidences
an excludable transaction. The excluded status of a party does not relieve the other parties to a transaction
from the entire tax due. The amounts below represent the General Fund portion of the realty transfer tax
expenditures only and do not include expenditures for the portion transferred to the Keystone Recreation, Park,
and Conservation Fund pursuant to Act 50 of 1993, as amended by Act 89 of 2002. Prior to Act 89 of 2002, 15
percent of the state levied realty transfer tax was transferred to the Keystone Recreation, Park, and
Conservation Fund. Act 89 of 2002 lowered the transfer to 10 percent for January 2002 through June 2002 and
to 7.5 percent for July 2002 through June 2003. In July 2003 the transfer rate returned to 15 percent. Act 67 of
2006 lowered the transfer rate to 2.1 percent for fiscal year 2006-07 only. For July 2007 and thereafter the
transfer rate returned to 15 percent. Act 58 of 2015 provided for an annual transfer from the realty transfer tax
to the Pennsylvania Housing Affordability and Rehabilitation Enhancement Fund beginning in fiscal year 2015-
16. The annual transfer is to be the lesser of $25 million or 40 percent of the difference between (a) the total
dollar amount of the realty transfer tax collected in the prior fiscal year and (b) the total dollar amount of the
realty transfer tax official estimate for the fiscal year 2014-15 ($447.5 million).

Administrative Costs: Costs to administer the realty transfer tax expenditures are approximately $0.3 million
annually.

TRANSFERS TO GOVERNMENTAL UNITS

Description: A transfer to the commonwealth, the federal government or their agencies, political
subdivisions, or instrumentalities by gift, dedication, condemnation, or in lieu of condemnation is
exempt from taxation.

Purpose: This exemption provides tax relief to the grantor of property to a governmental entity. Without
an exemption, the grantor would be required to pay the tax. The exemption may encourage
donation of property to a governmental entity.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 4.2 $ 4.8 $ 55 $ 5.9 $ 6.1 $ 6.2 $ 6.3

Beneficiaries:  Approximately 3,200 local governmental units could benefit from this tax expenditure.
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PARTITION OF REALTY BY CO-TENANTS

Description: A partition of realty, passed by testate or intestate succession and held by co-tenants, into two
or more distinctive portions with each party taking shares equal to their undivided interest, is an
excluded transaction.

Purpose: Tax relief is given to the heirs to assist in the equitable settlement of the estate. Heirs to realty
do not always want joint ownership in the realty willed to them as co-tenants. This exemption
enables the parties to partition the realty into two or more distinct portions with each party taking
shares equal to their undivided interest without incurring tax.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
Nominal Nominal Nominal Nominal Nominal Nominal Nominal

Beneficiaries: The number of taxpayers benefiting from this expenditure is unknown.

TRANSFERS AMONG FAMILY MEMBERS

Description: Transfers between husband and wife, parent and child or the spouse of such child, stepparent
and a stepchild or the spouse of such child, siblings and/ or the spouse of a sibling, and a
grandparent and grandchild or the spouse of such a grandchild are exempt from taxation.

Purpose: This exemption reduces the tax burden on families by exempting transfers to family members.
(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 60.2 $ 68.2 $ 781 $ 839 $ 86.6 $ 887 $ 8938

Beneficiaries: The number of taxpayers benefiting from this expenditure is unknown.

TRANSFERS TO SHAREHOLDERS OR PARTNERS

Description: A transfer from a corporation or association to its shareholder or member, where the grantee
owns stock or holds an interest in the same proportion as his interest in the real estate being
conveyed, is an excluded transaction. The stock or interest must be held by the grantee for
more than two years.

Purpose: This exemption recognizes that the grantee has an ownership interest in the realty conveyed to
him in the same proportion as stock owned in the corporation or interest in the association.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 15 $ 1.7 $ 1.9 $ 2.0 $ 21 $ 2.2 $ 2.2

Beneficiaries: The number of taxpayers benefiting from this expenditure is unknown.
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TRANSFERS TO OR FROM A NONPROFIT INDUSTRIAL DEVELOPMENT AGENCY

Description: A transfer to a nonprofit industrial development agency or authority is an excluded transaction.
A transfer from a nonprofit industrial development agency or authority to a grantee purchasing
directly from it is an excluded transaction if (1) the grantee uses such real estate for the primary
purpose of manufacturing, fabricating, compounding, processing, publishing, research and
development, transportation, energy conversion, energy production, pollution control,
warehousing, or agriculture and (2) the authority has full ownership interest in the real estate
transferred.

Purpose: These exemptions encourage transfers of realty to nonprofit organizations for industrial
development and from nonprofit organizations for use in various activities that may contribute to
economic development in the commonwealth.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 2.0 $ 2.3 $ 2.6 $ 2.8 $ 29 $ 3.0 $ 3.0

Beneficiaries: The number of taxpayers benefiting from this expenditure is unknown.

TRANSFERS BETWEEN RELIGIOUS ORGANIZATIONS

Description: A transfer between religious organizations or persons holding title for a religious organization,
with both parties possessing tax-exempt status under the Internal Revenue Code, is an
excluded transaction. The real estate cannot have been used by such transferor for commercial

purposes.
Purpose: This exemption provides tax relief to religious organizations that are perceived to provide social
benefits.
(Dollar Amounts in Millions)
Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 19 $ 2.1 $ 24 $ 2.6 $ 2.7 $ 2.7 $ 2.8

Beneficiaries: Approximately 16,350 religious organizations could benefit from this tax expenditure.

TRANSFERS TO A CONSERVANCY

Description: A transfer to or from a conservancy that possesses a tax-exempt status pursuant to the Internal
Revenue Code and which has as its primary purpose preservation of land for historic,
recreational, scenic, agricultural, or open space opportunities is an excluded transaction.

Purpose: This exemption encourages the preservation of realty with historic, recreational, scenic, or
agricultural value.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 0.3 $ 0.4 $ 0.4 $ 0.5 $ 05 $ 0.5 $ 0.5

Beneficiaries:  Approximately 80 land conservancies could benefit from this tax expenditure.
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REAL ESTATE DEVOTED TO AGRICULTURE

Description: A transfer of real estate devoted to the business of agriculture to a family farm business by a
member of the same family is an excluded transaction. The family must own at least 75 percent
of each class of stock in a family farm business. The family farm may also lease the farmland
as long as it is used for farming.

Purpose: This exemption provides tax relief for the establishment or expansion of the family farm
business thereby recognizing the importance of the family-owned farm.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
NA NA NA NA NA NA NA

Beneficiaries: Approximately 4,650 family farm businesses could benefit from this tax expenditure.

OWNERSHIP INTEREST IN REAL ESTATE COMPANY OR FAMILY FARM

Description: A transfer between members of the same family of an ownership interest in a real estate
company or family farm business is an excluded transaction.

Purpose: A transfer of ownership interest between members of the same family is not considered a
change in ownership of the business. This exemption encourages the preservation of family
farm businesses and family-owned real estate businesses by allowing transfers of ownership
interests between members of the same family not to count toward the corporation becoming an
acquired company.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
NA NA NA NA NA NA NA

Beneficiaries:  Approximately 4,650 family farm corporations or partnerships and an unknown number of real
estate companies could benefit from this tax expenditure.

TRANSFERS OF REALTY VALUED AT $100 OR LESS

Description: A transaction where the tax due is one dollar ($1.00) or less is an excluded transaction.

Purpose: The administrative costs of collecting the revenue from a transfer of realty valued at one
hundred dollars or less are thought to be greater than the revenue.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21

Nominal Nominal Nominal Nominal Nominal Nominal Nominal

Beneficiaries: The number of taxpayers benefiting from this expenditure is unknown.
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PRODUCTION OR EXTRACTION OF COAL, OIL, NATURAL GAS, OR MINERALS

Description: Leases for the production or extraction of coal, oil, natural gas, or minerals and assignments
thereof are excluded transactions.

Purpose: This exemption gives tax relief to the mining and extracting industries to produce and extract
coal, oil, natural gas, and minerals at a lower cost.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
NA NA NA NA NA NA NA

Beneficiaries: Approximately 1,350 companies may benefit from this tax expenditure.

PUBLIC UTILITY EASEMENTS

Description: A transfer of an easement to a person furnishing public utility service is an excluded transaction
if the easement is used in, or useful for, furnishing public utility services.

Purpose: Public utility easements are numerous and the majority of them are conveyed for a small
consideration. The administrative costs of collecting the revenue from an easement to a
provider of public utility services are thought to be greater than the revenue.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21

Nominal Nominal Nominal Nominal Nominal Nominal Nominal

Beneficiaries: The 290 public utilities could benefit from this tax expenditure.

STANDING TIMBER OR CROPS

Description: Standing timber and crops are not deemed to actually pass with the conveyance of realty when
the instrument provides for severance and removal within an immediate ascertainable date.

Purpose: Timber and crops are personal property in this instance, the transfer of which is not subject to
realty transfer tax.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
NA NA NA NA NA NA NA

Beneficiaries: The number of taxpayers benefiting from this expenditure is unknown.
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TRANSFERS TO VOLUNTEER RESCUE COMPANY

Description: A transfer from the commonwealth or any of its agencies, political subdivisions, or
instrumentalities for no or nominal consideration to a volunteer emergency medical services
agency, volunteer fire company or volunteer rescue company is an excluded transaction.

Purpose: This exemption provides tax relief to volunteer emergency agencies. Without the exemption,
they would be required to pay the tax. The exemption should aid volunteer emergency
agencies in being able to better serve their communities.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
Nominal Nominal Nominal Nominal Nominal Nominal Nominal

Beneficiaries:  Approximately 2,020 taxpayers could benefit from this tax expenditure.

TRANSFERS BETWEEN VOLUNTEER AGENCIES

Description: A transfer between two or more volunteer emergency medical services agencies, volunteer fire
companies or volunteer rescue companies is an excluded transaction.

Purpose: This exemption provides tax relief to volunteer emergency agencies. Without the exemption,
both the grantor and the grantee would be required to pay the tax. The exemption should aid
volunteer emergency agencies in being able to better serve their communities.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 15 $ 17 $ 19 $ 20 $ 21 $ 22 $ 22

Beneficiaries: Approximately 2,020 taxpayers could benefit from this tax expenditure.
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INHERITANCE TAX

Authorization:  Article XXI of the Tax Reform Code of 1971 (P.L. 6, No. 2), as amended.
Administrative Costs: Costs to administer the inheritance tax expenditures are included in the personal income

tax administrative cost estimates. Costs incurred to administer the multiple tax
expenditures associated with inheritance tax cannot be separately identified.

FAMILY RELATED EXEMPTIONS AND EXCLUSIONS

PREFERENTIAL RATE FOR TRANSFERS TO LINEAL BENEFICIARIES

Description: Effective July 1, 2000, assets transferred to lineal beneficiaries are taxed at a 4.5 percent rate
rather than the 15 percent rate for assets transferred to non-lineal heirs. Lineal beneficiaries
include grandparents, parents, and lineal descendants (including adopted or step children).
Prior to July 1, 2000, transfers to lineal beneficiaries were taxed at a rate of six percent.

Purpose: This provision reduces the tax burden on the immediate family members of the decedent.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$1,208.8 $1,259.3 $1,312.2 $1,369.3 $1,426.6 $1,486.2 $1,548.8

Beneficiaries: Approximately 37,000 estates benefit from this tax expenditure.

TRANSFERS OF PROPERTY TO SPOUSE

Description: Property passing to a spouse of a decedent is exempt from inheritance tax. This estimate is
based on the difference between taxing all assets transferred between spouses at the lineal rate
of 4.5 percent and the spousal rate of zero percent.

Purpose: This provision prevents an undue tax burden on a surviving spouse especially when assets
cannot be jointly owned. It allows spouses to maintain homes and other assets without being
subject to inheritance tax.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$1,586.9 $1,653.2 $1,722.7 $1,797.7 $1,872.8 $1,951.1 $2,033.2

Beneficiaries: Approximately 34,000 estates benefit from this tax expenditure.
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EXEMPTION FOR TRANSFERS OF PROPERTY FROM A CHILD TO PARENT

Description: Property passing from a child twenty-one years of age or younger to a parent is subject to a
zero percent tax rate. This estimate measures the difference between taxing child to parent
transfers at the lineal rate of 4.5 percent and the child to parent rate of zero percent.

Purpose: This provision reduces the tax burden on families receiving assets due to the untimely death of
a child. The transfer of assets to parents was previously taxed as a lineal transfer. This rate
change, authorized by Act 23 of 2000, is effective for decedents dying July 1, 2000 or later.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 11 $ 11 $ 1.2 $ 1.2 $ 13 $ 14 $ 1.4

Beneficiaries:  Approximately 90 estates benefit from this tax expenditure.

PREFERENTIAL RATE FOR TRANSFERS TO SIBLINGS

Description: Effective July 1, 2000, assets transferred to siblings, defined as brothers or sisters with at least
one parent in common, by blood or adoption, are taxed at a rate of 12 percent rather than the
rate of 15 percent for assets transferred to non-lineal heirs. Prior to July 1, 2000, transfers to
siblings were taxed at a rate of 15 percent.

Purpose: This provision reduces the tax burden on estates that transfer assets to a sibling of the
decedent. It recognizes that a sibling is often a decedent’s closest relative and that transfers to
siblings should be taxed at a lower rate than transfers to unrelated beneficiaries.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 249 $ 259 $ 270 $ 282 $ 293 $ 306 $ 319

Beneficiaries:  Approximately 4,600 estates benefit from this tax expenditure.

LIFE INSURANCE PROCEEDS

Description: Life insurance proceeds, whether or not payable to the estate of the decedent, are exempt from
inheritance tax.

Purpose: This provision lessens the tax burden on the insurance beneficiaries of the decedent, who are
likely to be family members. A common reason for purchasing life insurance is to assist with the
payment of inheritance and estate taxes.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 1243 $ 128.9 $ 133.7 $ 138.6 $ 1437 $ 149.1 $ 154.6

Beneficiaries: Estates of the decedents associated with approximately 99,000 life insurance policies benefit
from this expenditure.

Wpennsylvania D91 Governor’s Executive Bubget 2016-2017



General Fund Tax Expenditures

FEDERAL WAR RISK INSURANCE AND NATIONAL SERVICE LIFE INSURANCE PROCEEDS

Description: Proceeds of federal war risk insurance, national service life insurance, or other similar
governmental insurance are exempt from inheritance tax.

Purpose: This provision lessens the tax burden on beneficiaries of U.S. military personnel and
dependents who receive increased insurance when stationed in an area where military conflict
is possible.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 0.0 $ 0.0 $ 0.0 NA NA NA NA

Beneficiaries: The families of fallen Pennsylvanians benefit from this tax expenditure.

FAMILY EXEMPTION

Description: A $3,500 family exemption from inheritance tax is permitted for the decedent’s surviving
spouse, children, or parents living in the decedent’s household at the time of death.

Purpose: This provision allows a small tax-free transfer of property to immediate family members residing
with the decedent. Smaller taxable estates benefit to a greater extent.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 1.8 $ 1.7 $ 1.7 $ 1.8 $ 1.9 $ 2.0 $ 2.0

Beneficiaries: Approximately 7,900 families benefit from this tax expenditure.

PERSONAL EXCLUSIONS AND DEDUCTIONS

EMPLOYMENT BENEFITS

Description: Employment benefits that the decedent did not have the right to possess, enjoy, assign, or
anticipate before death are exempt from inheritance tax. Exempt benefits include pensions,
stock-bonuses, profit-sharing plans, Keoghs, Individual Retirement Accounts, and other
retirement plans. If the decedent did have the right to possess, enjoy, assign, or anticipate the
benefits, they are exempt from Pennsylvania inheritance tax only to the same extent they are
exempt from the federal estate tax.

Purpose: This provision limits inheritance tax on employment benefits to which the decedent did not have
full rights. An individual is presumed to have full rights to these employment benefits after age
59 Y3, the age at which someone may utilize at least a portion of these funds without penalty
under the Internal Revenue Code.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 7.3 $ 7.7 $ 8.1 $ 8.6 $ 9.0 $ 9.5 $ 100

Beneficiaries: Estates of the approximately 7,000 decedents of working age and under 59% at death may
benefit from this tax expenditure.
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ESTATE ADMINISTRATION EXPENSES

Description: Expenses for attorney fees, funeral and burial expenses, tombstones and grave markers, and
other expenses incurred in administering the estate are deductible from the taxable estate.

Purpose: This provision allows for the deduction of reasonable and necessary expenses associated with
managing the estate.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 613 $ 639 $ 665 $ 694 $ 723 $ 753 $ 785

Beneficiaries: Approximately 48,000 estates benefit from this tax expenditure.

DEBTS AND LIABILITIES OF THE DECEDENT

Description: A deduction from the gross estate is allowed for debts and liabilities of the decedent.

Purpose: This provision increases the fairness of the tax by ensuring that property is included in the
taxable estate based on its net value. For example, a mortgage is deducted from the value of
real property to properly value the decedent’s interest in that property.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 746 $ 778 $ 811 $ 845 $ 881 $ 918 $ 956

Beneficiaries: Approximately 35,800 estates benefit from this tax expenditure.

SOCIAL SECURITY DEATH PAYMENTS

Description: The lump-sum social security death benefit is exempt from inheritance tax.

Purpose: This provision helps limit the impact of the tax on poorer beneficiaries. The social security
death benefit could comprise the majority of assets for many small taxable estates.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 1.0 $ 1.0 $ 1.0 $ 1.0 $ 1.0 $ 1.0 $ 1.0

Beneficiaries: As many as 60,900 estates may benefit from this tax expenditure.
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RAILROAD RETIREMENT BURIAL BENEFITS

Description: The lump-sum railroad retirement burial benefit is exempt from inheritance tax.

Purpose: This provision helps limit the impact of the tax on poorer beneficiaries. The railroad retirement
burial benefit could comprise the majority of assets for many small taxable estates.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
Nominal Nominal Nominal Nominal Nominal Nominal Nominal

Beneficiaries: An estimated 200 estates receive lump sum benefit payments from the U.S. Railroad
Retirement Board.

ADVANCEMENTS

Description: Transfers made as an advancement of or on account of an intestate share or in satisfaction or
partial satisfaction of a gift by will are exempt unless the gift was made within one year of death
and gifts to the transferee exceeded $3,000 during that calendar year.

Purpose: Gifts, as long as they are not made within one year of the date of death, are exempt from
inheritance tax. This provision provides that these advancements be treated as gifts that are
not intended to avoid the tax.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
NA NA NA NA NA NA NA

Beneficiaries:  Approximately 60,900 estates might benefit from this tax expenditure.

PROPERTY SUBJECT TO POWER OF APPOINTMENT

Description: Property left to a trust by the decedent (grantor) subject to a power of appointment (by a
grantee), whether or not exercised and notwithstanding any blending of such property with
property of the grantee, is exempt from inheritance tax in the estate of the grantee.

Purpose: Pennsylvania taxes the transfer of these assets subject to a power of appointment at the time
the interest is created (when the grantor dies). The grantee may have a life interest in the
estate with any remainder passing to some other person. This provision prevents taxation when
the property is subsequently distributed upon the death of the grantee, having already been
taxed in the estate of the grantor.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
NA NA NA NA NA NA NA

Beneficiaries: The number of taxpayers benefiting from this expenditure is unknown.
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NOMINAL OWNERSHIP OF PROPERTY

Description: Property held in the name of a decedent who held no beneficial interest in the property is
exempt from inheritance tax.

Purpose: This provision prevents property in which the decedent had no real interest from being included
in the taxable estate.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
NA NA NA NA NA NA NA

Beneficiaries: The number of taxpayers benefiting from this expenditure is unknown.

BUSINESS RELATED EXCLUSIONS AND DEDUCTIONS

PREFERENTIAL VALUATION OF FARMLAND

Description: Farmland which was devoted to agricultural use for the three years preceding the death of the
decedent, and is not less than 10 contiguous acres or has an anticipated yearly gross income
derived from agricultural use of $2,000 or more, is valued based on its current use rather than
its highest use.

Purpose: This provision helps to maintain family farms since land currently devoted to agricultural use is
often more valuable if developed.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
NA NA NA NA NA NA NA

Beneficiaries: The number of taxpayers benefiting from this expenditure is unknown.

SMALL BUSINESS INTEREST TRANSFER EXTENDED PAYMENT SCHEDULE

Description: The inheritance tax due on the transfer of a qualified small business interest may be paid in
twenty consecutive quarterly installments beginning nine months after the decedent’s death.
Each installment payment bears interest of nine percent per annum.

Purpose: This provision helps protect small businesses upon the death of the owner from a sudden tax
burden. Payments are spread out over time so that asset sales can be avoided.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
NA NA NA NA NA NA NA

Beneficiaries: The number of taxpayers benefiting from this expenditure is unknown.
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PREFERENTIAL VALUATION OF AGRICULTURAL CONSERVATION EASEMENTS

Description: An agricultural conservation easement is a deed restriction landowners voluntarily place on their
property to protect productive agricultural land. They are used to authorize a qualified
conservation organization or public agency to monitor and enforce the restrictions set forth in
the agreement. Act 67 of 2006 provided that the value of an agricultural conservation easement
is set at 50 percent of what the land would otherwise be valued for purposes of inheritance tax
assessments.

Purpose: This provision helps to maintain family farms and increase participation in the preservation of
the commonwealth’s farmland.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 0.4 $ 0.5 $ 0.5 $ 0.5 $ 0.5 $ 0.6 $ 0.6

Beneficiaries: The owners of 58,800 farms might benefit from this tax expenditure.

AGRICULTURAL TRANSFERS TO FAMILY MEMBERS

Description: Effective July 1, 2012, a transfer of real estate devoted to the business of agriculture between
members of the same family is exempt from inheritance tax, provided that after the transfer the
real estate continues to be devoted to the business of agriculture for a period of seven years
beyond the decedent’s date of death and the real estate derives a yearly gross income of at
least $2,000. A transfer of an agricultural commodity, agricultural conservation easement,
agricultural reserve, agricultural use property or a forest reserve to lineal descendants or
siblings is also exempt from inheritance tax.

Purpose: This provision helps to maintain family farms and increase participation in the preservation of
the commonwealth’s farmland.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 5.2 $ 52 $ 54 $ 5.6 $ 5.8 $ 6.1 $ 6.4

Beneficiaries: The owners of 58,800 farms might benefit from this tax expenditure.
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FAMILY-OWNED BUSINESS TRANSFERS TO FAMILY MEMBERS

Description: Effective July 1, 2013, a transfer of a family-owned, small business interest to members of the
same family is exempt from inheritance tax, provided that after the transfer, the family-owned
business interest continues to be owned by a family member for a minimum of seven years
beyond the decedent’s date of date. The exemption is limited to qualified family-owned business
interests, defined as having fewer than 50 full-time equivalent employees, a net book value of
assets less than $5 million, and being in existence for at least five years, as of the decedent’s
date of death. The exemption does not apply to property transferred into the business within
one year of the decedent’s date of death.

Purpose: This provision helps to maintain family-owned, small businesses.
(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 7.1 $ 7.9 $ 8.3 $ 8.7 $ 9.1 $ 9.4 $ 9.8

Beneficiaries: The owners of 273,000 family-owned, small businesses might benefit from this tax expenditure.

OTHER EXCLUSIONS

TRANSFERS TO GOVERNMENTS

Description: Intervivos transfers and bequests to governments are exempt from inheritance tax.

Purpose: This exemption is an indirect means of assistance to governments and may reduce the taxes
levied by these entities.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 0.4 $ 0.4 $ 0.5 $ 0.5 $ 05 $ 0.5 $ 0.5

Beneficiaries:  Approximately 3,500 governmental units could benefit from this tax expenditure.

TRANSFERS TO CHARITABLE AND FRATERNAL ORGANIZATIONS

Description: Intervivos transfers and bequests to charitable and fraternal organizations are exempt from
inheritance tax.

Purpose: Charitable and fraternal organizations provide public services that are believed to benefit
citizens. This exemption represents an indirect means of assistance to these entities and may
increase the money available for charitable purposes.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 117.6 $ 1226 $ 127.7 $ 1331 $ 138.8 $ 1446 $ 150.7

Beneficiaries: An estimated 32,600 charitable and fraternal organizations might benefit from this tax
expenditure.
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TABLE GAME TAXES

Authorization: Chapter 13A of Title 4 of the Pennsylvania Consolidated Statutes.

Act 1 of January 7, 2010, (P.L. 1, No. 1) imposed table game taxes on gross table game revenue of licensed
gaming entities in Pennsylvania.

The table game taxes are imposed on gross table game revenue, which is defined as total cash or cash
equivalents received in the playing of table games, contest or tournament fees or payments, and total amount of
rakes collected minus cash or cash equivalents paid out, paid to purchase annuities to fund prizes, and paid for
personal property distributed to patrons as a result of playing a table game.

The tax rates are 14 percent of gross table game revenue for two years following commencement of table
game operations at the facility and 12 percent thereafter, and an additional 34 percent of gross table game
revenue from table games played on fully automated electronic gaming tables.

Table game taxes contain no tax expenditures as defined for this tax expenditure analysis.
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LIQUID FUELS AND FUELS TAX

Authorization: Chapter 90 of Title 75 of the Pennsylvania Consolidated Statutes.

Act 89 of 2013 (HB 1060, PN 2697) eliminated the permanent trust fund tax of 12 cents per gallon
established by the Act of April 17, 1997 (P.L. 1531, No. 3) on all taxable liquid fuels and fuels used or sold and
delivered by distributors of the commonwealth, effective January 1, 2014. Aviation gasoline and jet fuel are also
taxed under Chapter 90. However, separate tax rates are set for these fuels. Effective January 1, 2016, the tax
rate for aviation gasoline is 5.5 cents per gallon, and the tax rate for jet fuels is 1.6 cents per gallon.

OIL COMPANY FRANCHISE TAX

Authorization: Chapter 95 of Title 75 of the Pennsylvania Consolidated Statutes.

The Act of April 17, 1997 (P.L. 1531, No. 3) imposed a tax of 153.5 mills for all taxable liquid fuels and
208.5 mills for all taxable fuels on oil companies conducting business in Pennsylvania. Act 89 of 2013 (HB
1060, PN 2697) added an additional 64 mills in 2014, 49 mills in 2015, 48 mills in 2016, 41 mills in 2017, and 39
mills in 2018 and each calendar year thereafter on all taxable liquid fuels and fuels. The oil company franchise
tax is calculated annually by multiplying the average wholesale price (established by the Department of
Revenue) by the millage rates above. The resulting product is the effective tax rate that is multiplied by the total
taxable gallons of fuels and liquid fuels. Act 89 of 2013 set the average wholesale price at $1.87 in 2014, $2.49
in 2015 and 2016, and in 2017 the average wholesale price will be uncapped. There is also a statutory average
wholesale price floor set at $2.99 for 2017 and each year thereafter. Prior to Act 89, the Act of July 22, 1983
(P.L. 122, No. 32) set minimum and maximum average wholesale prices at $0.90 and $1.25 per gallon,
respectively. The tax rate for calendar year 2016 is 50.3 cents per gallon for liquid fuels and 64.0 cents per
gallon for fuels. Receipts from 57 mills of the tax on liquid fuels and fuels are deposited as unrestricted Motor
License Fund revenue, along with the mills added by Act 89 of 2013. However, 4.17 percent of the mills added
by Act 89 are transferred to the Liquid Fuels Tax Fund.

ALTERNATIVE FUELS TAX

Authorization: Chapter 90 of Title 75 of the Pennsylvania Consolidated Statutes.

The Act of April 17, 1997 (P.L. 1531, No. 3) imposed a tax on alternative fuels used to propel vehicles
on public highways. Alternative fuels include natural gas, compressed natural gas, liquid propane gas and
liquefied petroleum gas, alcohols, gasoline-alcohol mixtures containing at least 85 percent alcohol by volume,
hydrogen, electricity, and any other fuel not taxable as liquid fuels or fuels. The tax rate applied to each
gasoline gallon equivalent of alternative fuel equals the current liquid fuels tax and oil company franchise tax
applicable to one gallon of gasoline.

Administrative Costs: Costs to administer the multiple tax expenditures associated with the liquid fuels and
fuels, oil company franchise, and alternative fuels taxes cannot be separately identified.
Tax expenditures are a significant factor associated with the need for more compliance
audits and the increased complexity of such audits.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 0.6 $ 0.6 $ 0.6 $ 0.6 $ 0.6 $ 0.6 $ 06

Wpennsylvania D99 Governor’s Executive Bubget 2016-2017



Motor License Fund Tax Expenditures

POLITICAL SUBDIVISIONS

Description: Fuels purchased by political subdivisions of the commonwealth are exempt from the tax.

Purpose: This exemption is an indirect means of assistance to local governments and may reduce the
taxes levied by these entities.

(Dollar Amounts in Millions)

Estimates: Liquid Fuels:
2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 0.0 $ 0.0 $ 0.0 $ 0.0 $ 0.0 $ 0.0 $ 0.0
Jet Fuel & Aviation Gasoline:
2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
Nominal Nominal Nominal Nominal Nominal Nominal Nominal
Fuels:
2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 0.0 $ 0.0 $ 0.0 $ 0.0 $ 00 $ 0.0 $ 0.0
Oil Company Franchise:
2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 423 $ 474 $ 50.8 $ 554 $ 556 $ 56.0 $ 56.5

Beneficiaries: Approximately 3,130 governmental units benefit from these tax expenditures.

VOLUNTEER EMERGENCY VEHICLES

Description: Fuel purchased by a volunteer fire company, volunteer ambulance service, or volunteer rescue
squad, and used solely in official vehicles, is exempt from the tax.

Purpose: Volunteer emergency organizations provide public services that are perceived to benefit
citizens. This exemption permits these services to be rendered at a reduced cost.

(Dollar Amounts in Millions)

Estimates: Liquid Fuels:
2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 0.0 $ 0.0 $ 0.0 $ 0.0 $ 0.0 $ 0.0 $ 0.0
Jet Fuel & Aviation Gasoline:
2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
Nominal Nominal Nominal Nominal Nominal Nominal Nominal
Fuels:
2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 0.0 $ 0.0 $ 0.0 $ 0.0 $ 00 $ 0.0 $ 0.0
Oil Company Franchise:
2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 137 $ 154 $ 165 $ 18.0 $ 18.0 $ 18.2 $ 183

Beneficiaries: Approximately 1,800 volunteer fire departments and an unknown number of other volunteer
organizations benefit from these tax expenditures.
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NONPROFIT NONPUBLIC SCHOOLS

Description: Fuel purchased by any nonprofit nonpublic school in which a commonwealth resident may
legally fulfill compulsory school attendance requirements is granted an exemption from the tax.

Purpose: Since state government indirectly subsidizes transporting public school children, this exemption
provides similar treatment to nonprofit nonpublic schools.

(Dollar Amounts in Millions)

Estimates: Liquid Fuels:
2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 0.0 $ 0.0 $ 0.0 $ 0.0 $ 0.0 $ 0.0 $ 0.0
Jet Fuel & Aviation Gasoline:
2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
Nominal Nominal Nominal Nominal Nominal Nominal Nominal
Fuels:
2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 0.0 $ 0.0 $ 0.0 $ 0.0 $ 0.0 $ 0.0 $ 0.0
Oil Company Franchise:
2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 0.3 $ 0.4 $ 0.4 $ 0.5 $ 0.5 $ 0.5 $ 0.5

Beneficiaries: As many as 3,000 nonprofit nonpublic schools may benefit from these tax expenditures.

SECOND CLASS COUNTY PORT AUTHORITIES

Description: Purchases of fuel by second class county port authorities are exempt from the tax.

Purpose: This exemption is an indirect means of assistance to local governments and may reduce the
taxes levied by these entities.

(Dollar Amounts in Millions)

Estimates: Liquid Fuels:

2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
NA NA NA NA NA NA NA

Jet Fuel & Aviation Gasoline:

2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
NA NA NA NA NA NA NA

Fuels:

2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
NA NA NA NA NA NA NA

Oil Company Franchise:

2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
NA NA NA NA NA NA NA

Beneficiaries: One second class county port authority benefits from this tax expenditure.
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ELECTRIC COOPERATIVES

Description: Fuel purchases for vehicles operated by electric cooperatives are exempt from the tax.

Purpose: These cooperatives are nonprofit corporations organized to engage in rural electrification and
are perceived to provide a public benefit. This exemption permits this service to be rendered at
a reduced cost.

(Dollar Amounts in Millions)

Estimates: Liquid Fuels:
2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 0.0 $ 0.0 $ 0.0 $ 0.0 $ 0.0 $ 0.0 $ 0.0
Jet Fuel & Aviation Gasoline:
2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
Nominal Nominal Nominal Nominal Nominal Nominal Nominal
Fuels:
2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 0.0 $ 0.0 $ 0.0 $ 0.0 $ 0.0 $ 0.0 $ 0.0
Oil Company Franchise:
2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 0.2 $ 0.2 $ 0.2 $ 0.3 $ 0.3 $ 0.3 $ 0.3

Beneficiaries: There are 13 electric cooperative in the commonwealth that benefit from these tax expenditures.

AGRICULTURAL USE

Description: A full refund of tax paid is granted for fuel consumed in agricultural use relating to the actual
production of farm products. Fuel used in farm machinery or equipment engaged in the
production or harvesting of agricultural products is exempt from taxation under these provisions.

Purpose: This exemption allows farmers to provide agricultural products at a reduced cost.

(Dollar Amounts in Millions)

Estimates: Liquid Fuels:
2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 0.0 $ 0.0 $ 0.0 $ 0.0 $ 0.0 $ 0.0 $ 0.0
Jet Fuel & Aviation Gasoline:
2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
Nominal Nominal Nominal Nominal Nominal Nominal Nominal
Fuels:
2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 0.0 $ 0.0 $ 0.0 $ 0.0 $ 0.0 $ 0.0 $ 0.0

Oil Company Franchise:
2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21

$ 43 $ 4.8 $ 51 $ 5.6 $ 5.6 $ 5.6 $ 5.7

Beneficiaries:  Individuals operating approximately 58,800 farms benefit from these tax expenditures.
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TRUCK REFRIGERATION UNITS

Description: A full refund of tax paid is granted for undyed diesel fuel used in truck refrigeration units when
the tank that fuels the refrigeration unit is used solely for that purpose and is separate from that
which powers the vehicle.

Purpose: This provision allows a refund for fuel consumed in an off-road manner when such use can be
clearly documented.

(Dollar Amounts in Millions)

Estimates: Liquid Fuels:

2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
NA NA NA NA NA NA NA
Fuels:

2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 0.0 $ 0.0 $ 0.0 $ 0.0 $ 0.0 $ 0.0 $ 00
Oil Company Franchise:

2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 3.6 $ 4.0 $ 4.3 $ 4.7 $ 4.7 $ 47 $ 4.8

Beneficiaries:  Approximately 380 entities benefit from these tax expenditures.

POWER TAKE-OFF

Description: A full refund of tax paid is granted for undyed fuel consumed in a power takeoff unit used to load
or unload farm feed, feed products, lime, or limestone products for agricultural use at a farm.
Tax paid will be refunded provided that the fuel usage is documented by an electronic
monitoring device used in conjunction with an electronically controlled engine.

Purpose: This provision allows a refund for fuel consumed in an off-road manner when such use can be
clearly documented.

(Dollar Amounts in Millions)

Estimates: Liquid Fuels:

2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 00 $ 00 $ 0.0 $ 0.0 $ 00 $ 00 $ 0.0
Fuels:

2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 00 $ 00 $ 0.0 $ 0.0 $ 00 $ 0.0 $ 0.0
Oil Company Franchise:

2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
Nominal Nominal Nominal $ 0.1 $ 01 $ 01 $ 0.1

Beneficiaries:  Approximately 10 taxpayers benefit from these tax expenditures.
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DISCOUNT
Description: A distributor is permitted a variable percentage discount based on gross tax due provided the
liquid fuels and fuels tax return and payment due are timely filed. This will be in effect until
December 31, 2013. Starting January 1, 2014 the discount is based on the gross tax due on
the oil company franchise tax mills added by Act 89 of 2013. Returns and payments are
generally due on or before the 20" day of each month for the preceding month’s sales.
Purpose: This discount is intended to defray the cost of preparing and remitting the tax reports and
payments.
(Dollar Amounts in Millions)
Estimates: Liquid Fuels:
2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 0.0 $ 0.0 $ 0.0 $ 0.0 $ 00 $ 0.0 $ 0.0
Jet Fuel & Aviation Gasoline:
2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
Nominal Nominal Nominal Nominal Nominal Nominal Nominal
Fuels:
2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 0.0 $ 0.0 $ 0.0 $ 0.0 $ 0.0 $ 0.0 $ 0.0
Oil Company Franchise Tax:
2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 5.2 $ 5.2 $ 5.3 $ 53 $ 51 $ 5.2 $ 5.2

Beneficiaries:

Approximately 950 distributors benefit from these tax expenditures.

FOREIGN DIPLOMATS

Description: Fuel purchased by foreign diplomats whose countries have entered into a treaty with the United
States is exempt from payment of the tax.
Purpose: The commonwealth grants this exemption administratively at the request of the federal
government.
(Dollar Amounts in Millions)
Estimates: Liquid Fuels:
2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 0.0 $ 0.0 $ 0.0 $ 0.0 $ 00 $ 0.0 $ 0.0
Jet Fuel & Aviation Gasoline:
2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
NA NA NA NA NA NA NA
Fuels:
2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 0.0 $ 0.0 $ 0.0 $ 0.0 $ 00 $ 0.0 $ 0.0
Oil Company Franchise:
2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
NA NA NA NA NA NA NA

Beneficiaries:
presumed to be nominal.

The number of foreign diplomats benefiting from these tax expenditures is unknown but
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BUSES

Description: A bus company is entitled to a refund equal to 55 mills of the oil company franchise tax imposed
on fuels consumed by motorbuses within this commonwealth.

Purpose: Act 3 of 1997 repealed the 6 cent surtax imposed on all motor carriers and replaced it with a 55
mill increase in the oil company franchise tax imposed on fuels. Since buses were historically
exempt from the surtax, they have been granted a refund for the 55 mill surtax replacement
effective January 1, 1999.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 0.6 $ 0.7 $ 0.7 $ 0.8 $ 0.8 $ 08 $ 09

Beneficiaries: Approximately 95 bus companies benefit from this tax expenditure.
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MOTOR CARRIERS ROAD TAX/IFTA

Authorization: Chapter 96 of Title 75 of the Pennsylvania Consolidated Statutes.

The motor carriers road tax is equal to the current Pennsylvania liquid fuels and fuels or alternative fuels
tax rate per gallon plus the oil franchise tax currently in effect. Prior to October 1, 1997, an additional tax of 6
cents per gallon was collected through the motor carriers road tax. Effective October 1, 1997, this tax was
repealed and replaced by a tax of 55 mills on each gallon of fuels and collected through the oil company
franchise tax. Effective January 1, 1996, under Act 75 of 1995, Pennsylvania implemented the provisions of the
International Fuel Tax Agreement (IFTA). Under IFTA, fuel consumed in “qualified motor vehicles” is subject to
taxation at current rates. A qualified motor vehicle is a motor vehicle, other than a recreational vehicle, which is
used, designed, or maintained for transportation of persons or property and which has two axles and a
registered gross weight exceeding 26,000 pounds, three axles or more regardless of weight, or used in
combination when the registered gross weight exceeds 26,000 pounds. IFTA provisions do not distinguish
taxable use by vehicle types, only by weight and axle configuration. Therefore, Act 75 of 1995 repealed the
motorbus road tax effective January 1, 1996. The following estimates reflect the full tax rate imposed.

Administrative Costs:  Costs to administer the multiple tax expenditures associated with motor carrier road
tax/IFTA cannot be identified separately. Tax expenditures are not believed to be a
significant factor associated with the need for more compliance audits and contribute
minimally to the length of time necessary to complete such audits.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 0.9 $ 0.9 $ 0.9 $ 1.0 $ 1.0 $ 1.0 $ 10

POLITICAL SUBDIVISIONS

Description: Vehicles operated by political subdivisions are exempt from the requirements of the motor
carriers road tax.

Purpose: This exemption is an indirect means of assistance to local governments and may reduce the
taxes levied by these entities.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 26.0 $ 332 $ 349 $ 392 $ 395 $ 400 $ 407

Beneficiaries: Approximately 3,130 governmental units benefit from this tax expenditure.

FARM VEHICLES

Description: Qualified motor vehicles bearing a Pennsylvania farm truck registration operating under
restricted use, and farm vehicles exempt from registration, are exempt from the motor carriers
road tax.

Purpose: This exemption allows farmers to provide agricultural products at a reduced cost.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 7.4 $ 9.4 $ 9.9 $ 111 $ 112 $ 113 $ 115

Beneficiaries: Individuals operating approximately 58,800 farms benefit from this tax expenditure.
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EMERGENCY VEHICLES

Description: Fire, rescue, ambulance, and select other emergency vehicles are exempt from the motor
carriers road tax.

Purpose: Emergency organizations provide public services that are perceived to benefit citizens. This
exemption permits these services to be rendered at a reduced cost.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 135 $ 172 $ 181 $ 203 $ 205 $ 207 $ 211

Beneficiaries:  Approximately 1,800 fire departments and an unknown number of other organizations benefit
from this tax expenditure.

SPECIAL MOBILE EQUIPMENT

Description: Vehicles not designed or used primarily for the transportation of persons or property and that
only incidentally operate or move over a highway, such as ditch digging apparatus, well-boring
apparatus, earth moving and road construction machinery, are exempt from the motor carriers

road tax.
Purpose: Exemption is granted to these vehicles because of their specialized off-highway use.
(Dollar Amounts in Millions)
Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
Nominal Nominal Nominal Nominal Nominal Nominal Nominal

Beneficiaries: The owners of approximately 2,200 special mobile equipment vehicles benefit from this tax
expenditure.

IMPLEMENTS OF HUSBANDRY

Description: A vehicle designed or adapted to be used exclusively for agricultural operations is exempt from
the motor carriers road tax.

Purpose: This exemption allows the farmer to provide agricultural products at a reduced price.
(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
Nominal Nominal Nominal $ 0.1 $ 0.1 $ 0.1 $ 0.1

Beneficiaries: The owners of approximately 200 implements of husbandry vehicles benefit from this tax
expenditure.
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CHARITABLE AND RELIGIOUS ORGANIZATIONS

Description: Vehicles operated by charitable and religious organizations are exempt from the motor carriers
road tax.

Purpose: These organizations provide services which are perceived to benefit the general public. This
exemption permits these services to be rendered at reduced cost.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 2.5 $ 3.2 $ 3.3 $ 3.7 $ 3.8 $ 3.8 $ 3.9

Beneficiaries: Approximately 25,100 charitable and religious organizations may benefit from this tax
expenditure.

CHURCHES

Description: A motorbus owned by and registered to a church, exempt under section 1901 of Title 75, is
exempt from the motor carriers road tax.

Purpose: These organizations provide services which are perceived to benefit the general public. This
exemption permits these services to be rendered at reduced cost.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
NA NA NA NA NA NA NA

Beneficiaries: As many as 10,400 churches may benefit from this tax expenditure.

ELECTRIC COOPERATIVES

Description: Qualified motor vehicles operated by electric cooperatives are exempt from the motor carriers
road tax.
Purpose: These cooperatives are nonprofit corporations organized to engage in rural electrification and

are perceived to provide public benefit. This exemption permits this service to be rendered at a
reduced cost to the rate payers.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
NA NA NA NA NA NA NA

Beneficiaries: The 13 electric cooperatives in the commonwealth benefit from this tax expenditure.
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VEHICLES NEEDING EMERGENCY REPAIRS

Description: A qualified motor vehicle needing emergency repairs, which was granted authorization from the
Pennsylvania State Police to enter this commonwealth, is exempt from the motor carriers road
tax.

Purpose: This exemption was granted due to the temporary emergency nature of the vehicle entering
Pennsylvania for needed repairs.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
NA NA NA NA NA NA NA

Beneficiaries: The number of individuals benefiting from this tax expenditure is unknown.

VEHICLES SECURING REPAIRS OR RECONDITIONING

Description: Exemption from the motor carriers road tax is provided for unladen or towed motor vehicles or
unladen trailers entering Pennsylvania solely for the purpose of securing repairs or
reconditioning.

Purpose: This exemption was granted so as to not discourage vehicle owners from obtaining repairs or
reconditioning of a vehicle from a Pennsylvania business.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
NA NA NA NA NA NA NA

Beneficiaries: The number of taxpayers benefiting from this tax expenditure is unknown.

SCHOOL BUSES

Description: Buses designed to carry 11 or more passengers used for the transportation of preprimary,
primary, or secondary school students to or from public, private, or parochial schools, or school-
related activities or events are exempt from the motor carriers road tax.

Purpose: Since state government indirectly subsidizes transporting school children, this exemption
decreases state educational subsidy costs.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 139 $ 178 $ 186 $ 210 $ 211 $ 214 $ 217

Beneficiaries:  Approximately 6,200 schools benefit from this tax expenditure.
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RECREATIONAL VEHICLES

Description: Qualified motor vehicles, such as motor homes, pickup trucks with attached campers, and
buses when used exclusively for personal pleasure by individuals, are exempt from the motor
carriers road tax.

Purpose: The motor carrier road tax/IFTA requirements are intended to apply to selected commercial
vehicles. This provision exempts personal use only vehicles which would otherwise be subject
to these taxing requirements.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
NA NA NA NA NA NA NA

Beneficiaries: The number of taxpayers benefiting from this tax expenditure is unknown.
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MOTOR VEHICLE CODE

Authorization: The Motor Vehicle Code, contained in Title 75 of the Act of June 17, 1976 (P.L. 162, No. 81),
became effective July 1, 1977. This amended the Act of April 29, 1959 (P.L. 58, No. 32) known
as The Vehicle Code. Contained in the Motor Vehicle Code are provisions for the titling,
registration and licensing of vehicles, operation of vehicles, vehicle characteristics, and the
administration and enforcement of the code.

Administrative Costs: Costs to administer the motor vehicle code tax expenditures are borne by the
Department of Transportation and cannot be separately identified.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 0.1 $ 0.1 $ 0.1 $ 0.1 $ 0.1 $ 01 $ 01

VEHICLE REGISTRATIONS

Description: Specific entities that request the authority to operate a motor vehicle are granted a full or partial
exemption from the registration fee. Not shown below are exempt categories with unknown
numbers of vehicles which include, for example, mobile/modular homes and off road
construction vehicles.

Purpose: This exemption provides relief to the organizations or individuals cited below. Many of those
cited are dependent upon charitable contributions or augmented incomes. This exemption is
also an indirect means of assistance to local governments and may reduce the taxes levied by
these entities.

(Dollar Amounts in Millions)

Estimates: Disabled/Severely Disabled Veterans:
2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 0.2 $ 0.3 $ 0.3 $ 0.3 $ 0.3 $ 0.3 $ 0.3

Beneficiaries: The owners of approximately 5,500 vehicles benefit from this tax expenditure.

Charitable Organizations:
2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21

$ 1.2 $ 1.2 $ 1.3 $ 13 $ 13 $ 1.4 $ 14

Beneficiaries: The owners of approximately 17,500 vehicles benefit from this tax expenditure.

Former Prisoners of War:
2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21

Nominal Nominal Nominal Nominal Nominal Nominal Nominal

Beneficiaries: The owners of approximately 260 vehicles benefit from this tax expenditure.

Farm Trucks:
2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21

$ 34 $ 35 $ 35 $ 37 $ 37 $ 40 $ 4.0

Beneficiaries: The owners of approximately 10,100 farm trucks benefit from this tax expenditure.
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Emergency Vehicles:
2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21

$ 64 $ 6.5 $ 6.6 $ 6.9 $ 7.0 $ 74 $ 75

Beneficiaries: Organizations owning approximately 15,500 vehicles benefit from this tax expenditure.

Political Subdivisions:
2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21

$ 179 $ 196 $ 198 $ 208 $ 210 $ 223 $ 225

Beneficiaries:  Approximately 3,130 governmental units benefit from this tax expenditure.

Older Pennsylvanians:
2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21

$ 5.0 $ 47 $ 49 $ 54 $ 57 $ 63 $ 6.6

Beneficiaries: Older Pennsylvanians owning approximately 130,600 vehicles benefit from this tax expenditure.

CARNIVAL TRUCKS/TRUCK TRACTORS

Description: Owners who document with the Department of Transportation that the truck or tractor is used
exclusively for the purpose of transporting circus or carnival personnel, equipment, or
machinery are granted a reduced registration fee.

Purpose: The reduced registration fee provides partial relief for those vehicles being used only between
April 1 and September 30.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
Nominal Nominal Nominal Nominal Nominal Nominal Nominal

Beneficiaries: The owners of approximately 70 carnival vehicles benefit from this tax expenditure.

CERTIFICATES OF TITLE

Description: Ownership of a particular vehicle is recorded by the issuance of a certificate of title for which a
fee is charged. Specific entities exempt from this title fee are political subdivisions, totally
disabled veterans, emergency vehicles, and foreign nationals.

Purpose: This exemption provides relief to the organizations or individuals cited above. The General
Assembly has provided an exemption for these entities due to their perceived special status.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 0.1 $ 0.4 $ 0.4 $ 0.4 $ 0.4 $ 0.5 $ 0.5

Beneficiaries: The owners of approximately 8,000 vehicles benefit from this tax expenditure.
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INSPECTION STICKERS

Description: All vehicles registered in Pennsylvania are required to have periodic safety inspections to insure
their roadworthiness. A certificate of inspection is issued for a fee to show the vehicle meets
specified safety standards. The commonwealth administratively grants an exemption from the
certificate fee to vehicles operated by political subdivisions.

Purpose: This exemption is an indirect means of assistance to local governments and may reduce the
taxes levied by these entities.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 0.2 $ 0.9 $ 0.9 $ 0.9 $ 0.9 $ 1.0 $ 1.0

Beneficiaries:  Approximately 3,130 governmental units benefit from this tax expenditure.

BRIDGE PERMITS

Description: Bridges on state owned rights-of-way need periodic maintenance and construction work.
Permits are issued, for a fee, by the state to perform such work. The commonwealth
administratively grants an exemption from the permit fee to political subdivisions who are
performing work for the state.

Purpose: This exemption is an indirect means of assistance to local governments and may reduce the
taxes levied by these entities.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
Nominal Nominal Nominal Nominal Nominal Nominal Nominal

Beneficiaries: As many as 3,130 political subdivisions may benefit from this tax expenditure.

HAULING PERMITS

Description: Permits, for which a fee is charged, are issued to firms that wish to haul loads that exceed the
maximum size or weight specifications of certain highways and bridges. The commonwealth
administratively grants an exemption from the permit fee to political subdivisions.

Purpose: This exemption is an indirect means of assistance to local governments and may reduce the
taxes levied by these entities.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
Nominal Nominal Nominal Nominal Nominal Nominal Nominal

Beneficiaries: As many as 3,130 political subdivisions may benefit from this tax expenditure.
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POLICE ACCIDENT REPORTS

Description:

Purpose:

Estimates:

Beneficiaries:

Traffic accident reports are generated as a result of any accident where there is bodily injury or
death or if one or more vehicles must be towed from the scene. A fee is charged to obtain a
copy of the police accident report. The commonwealth administratively grants an exemption for

paying an accident report fee to political subdivisions.

This exemption provides local prosecuting officials an aid in law enforcement.
(Dollar Amounts in Millions)

2014-15 2015-16 2016-17 2017-18 2018-19 2019-20

2020-21

Nominal Nominal Nominal Nominal Nominal Nominal

As many as 3,130 political subdivisions may benefit from this tax expenditure.

Nominal
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The Racing Fund, a special revenue fund, is comprised of monies received from taxes, licenses and fees, and
miscellaneous revenues collected by the State Racing Commissions derived from the regulation of harness and
horse racing. Prior to December 30, 1983, thoroughbred racing tax revenues consisted of wagering, breakage,
and admissions taxes. Harness racing tax revenues consisted of wagering and admissions taxes as assessed
by the Race Horse Industry Reform Act (Act 135 of December 17, 1981). The Harness Racing Fund and the
Horse Racing Fund were combined into the Racing Fund by Act 93 of 1983. This act also amended portions of
the Race Horse Industry Reform Act relating to taxation.

Administrative Costs: Administrative costs associated with these tax expenditures are nominal.

WAGERING TAX

Authorization:  Act of May 16, 1986 (P.L. 205, No. 63).

NEW CORPORATIONS

Description: Racing corporations licensed after May 16, 1986 are subject to a reduced wagering tax rate of
one percent rather than the normal 1.5 percent rate for a period of four years.

Purpose: This provision may have been perceived as an incentive to promote the formation of new racing
corporations.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
NA NA NA NA NA NA NA

Beneficiaries:  Any racing corporation licensed after the cited date will benefit from this tax expenditure.

ADMISSIONS TAX

Authorization: Department of Revenue letter ruling with concurrence of counsel for Racing Commission.

DARK DAY SIMULCASTS

Description: The minimum admissions tax, currently five percent of 50 cents, is waived at events where no
admission charge is levied and where simulcasts of races from other facilities are featured
rather than live races.

Purpose: This provision may have been perceived as a way to promote simulcast attendance at
commonwealth racing facilities.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
NA NA NA NA NA NA NA

Beneficiaries:  All seven racing associations benefit from this tax expenditure.
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UNEMPLOYMENT COMPENSATION INSURANCE TAX

Administrative Costs:  The costs of administering the tax expenditure associated with the unemployment
compensation insurance tax are nominal.

LIMITATION OF THE TAXABLE WAGE BASE

Authorization: Act of December 5, 1936 (2nd special session, 1937 P.L. 2897, No. 1), 4(x)(1), as amended, 43 P.S.
753(x)(1).

The purpose of the tax is to provide a fund from which compensation is paid to workers who have become
unemployed through no fault of their own. Contributions are required to be made by all employers who
pay wages to individuals working in Pennsylvania and whose services are covered under the
unemployment compensation law. This tax may include employee contributions withheld by employers
from each employee’s gross wages. The Pennsylvania Unemployment Compensation Law is
administered by the Department of Labor and Industry.

Description: The commonwealth’s unemployment compensation law provides for a limitation of the taxable wage base
to the first $8,000 of wages paid to each employee during a calendar year by an employer. Prior to 1984
the limitation on taxable remuneration had been $7,000. All state governments are required by the federal
government to tax at least the first $7,000 of subject wages. Many states, including Pennsylvania, have
chosen to keep their bases close to the federal minimum. The estimate represents the cost of this
limitation as measured by the difference between contributions based on taxable wages and contributions
based on total wages. In 1988, legislation was enacted which provides for a “trigger” mechanism to
regulate employer and employee contributions. The trigger mechanism, working in conjunction with the
experience rating system, would change tax rates in response to a change in the taxable wage base. The
methodology used for this estimate does not incorporate the changes that would occur to the tax rates as
a result of tax base changes. Projected tax rates were used to estimate contributions based on currently
taxable wages. The same tax rates were used to estimate contributions based on total wages paid by
contributory employers.

Purpose: The limitation on taxable wages limits growth in employer tax liabilities that would otherwise occur as
wages rise.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$10.786.4 $10.823.3 $10,966.3 $11,258.2 $11,782.0 $12,336.0 $12,901.4
Beneficiaries: Pennsylvania’s unemployment compensation tax system is intended to generate a sufficient amount of

revenue to meet annual benefit payments. In general, under the current system, an employer with higher
wage employees pays on a smaller percentage of total wages. If the taxable wage base were total wages
paid to employees, the employer with the higher employee wages would have to pay a greater amount in
taxes.

As of the first quarter of 2015 there were 282,575 contributory employers to the Unemployment
Compensation Fund. The following is a breakdown of these employers according to major industry

division®:

Natural Resources and Mining............... 3,757 Financial ActiVities...........cccceevivveennns 18,459
(©16] 0153 [ (0 [e1 110 1 P 28,201 Professional and Business Services 53,447
Manufacturing ........cccccoeveciiieiiee i, 13,439 Education and Health Services......... 47,833
Trade. oo 48,779 Leisure and Hospitality ..................... 27,006
Transportation, Warehousing, Utilities.... 7,833 Other Services .................. 29,154
Information ..........cceeeviiiiiiiiiiiee e, 3,464 Local Government 1,196

YBased on NAICS industry classification. Data may not add to totals due to the unavailability of industry classification for
some employers.
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PUBLIC TRANSPORTATION ASSISTANCE FUND

Authorization:  Article XXIII of the Tax Reform Code of 1971 (P.L. 6, No. 2), as amended.

The Public Transportation Assistance Fund provides for the capital, asset maintenance, and certain other
transportation needs of the commonwealth’s public transit entities.

Fund revenues are derived from a motor vehicle lease tax; a motor vehicle rental fee; a fee on the sale of
new tires; 0.44 percent of total sales and use tax receipts in lieu of the repealed periodicals tax; 0.09 percent of
total sales and use tax receipts in lieu of the repealed lease tax on class four and above motor carriers; and
0.417 percent of sales and use tax in lieu of transfers from the public utility realty tax (PURTA) and the utilities
gross receipts tax. By provisions of Act 46 of 2003, beginning in fiscal year 2003-04, revenues associated with
the 7.6 mills of PURTA, previously transferred to this fund, will remain in the General Fund. Act 138 of 1996
(electric competition) provided for transfers from the utility gross receipts tax to the Public Transportation
Assistance Fund beginning in fiscal year 1998-99. Act 46 of 2003 repealed this transfer effective for fiscal year
2003-04 and forward. Certain entities and transactions are exempt from these taxes and fees. With the
exception of the fee on tires and the class 4 and above motor carrier tax expenditure, the remaining tax
expenditures parallel those in the General Fund sales and use tax expenditures.

Administrative Costs:  Administrative costs are believed to be nominal.

MOTOR VEHICLE LEASE TAX AND MOTOR VEHICLE RENTAL FEE

The commonwealth levies a three percent tax on the total price charged for each lease of a motor vehicle
subject to tax under Article Il of the Tax Reform Code of 1971.

A fee of $2 per day or portion of a day is imposed on each rental of a motor vehicle subject to tax under
Article 1l of the Tax Reform Code of 1971.

COMMON CARRIERS

Description: Vehicles leased or rented by a public utility, engaged in business as a common carrier, to be
used in rendering utility services, are exempt from taxation. Since the enactment of the Federal
Aviation Act, effective January 1, 1995, Pennsylvania has recognized contract carriers as
common carriers. Household goods carriers and private carriers remain taxable.

Purpose: Without this exemption, the tax would be built into the rate base of these types of public utility
services and, ultimately, passed on to consumers. Therefore, this exemption reduces the
overall cost of utility services that are considered to be basic necessities.

(Dollar Amounts in Millions)

Estimates: Motor Vehicle Leases:
2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21

NA NA NA NA NA NA NA

Motor Vehicle Rentals:
2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
NA NA NA NA NA NA NA

Beneficiaries:  Approximately 7,500 common carriers could benefit from this tax expenditure.
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SCHOOL BUSES

Description: The lease or rental of school buses is exempt from taxation. These buses must be used
exclusively for the transportation of children for school purposes. The provision is extended to
persons who have contracts with school districts to transport children. For the purposes of this
analysis, the majority of these contracts are assumed to be leases.

Purpose: The costs of transporting school children are directly borne by school districts and indirectly by
state government through subsidy programs. This exemption, while limiting state Public
Transportation Assistance Fund revenues, decreases state educational subsidy costs.

(Dollar Amounts in Millions)

Estimates: Motor Vehicle Leases:
2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21

$ 25 $ 2.5 $ 2.5 $ 25 $ 25 $ 25 $ 25

Motor Vehicle Rentals:
2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21

$ 01 $ 01 $ 01 $ 01 $ 01 $ 01 $ 01

Beneficiaries:  Approximately 6,200 schools may benefit from this tax expenditure.

MOTOR CARRIERS (CLASS 4 AND ABOVE)

Description: Motor carriers in vehicle classes 4 and above are exempt from the motor vehicle lease tax.

Purpose: This exemption benefits those entities engaged in commercial leasing. Presumably, many of
these vehicles are operated as common carriers that are normally treated as a ultility service.

(Dollar Amounts in Millions)

Estimates: Motor Vehicle Leases:
2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21

NA NA NA NA NA NA NA

Beneficiaries: The owners of approximately 416,000 motor carrier vehicles (class 4 and above) could benefit
from this tax expenditure.
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EXEMPT ORGANIZATIONS

Description: The lease or rental of personal property to or for use by any charitable organization, volunteer
fireman’s organization, nonprofit educational institution, or religious organization is exempt from
taxation. Transactions unrelated to the trade or business of such organizations are taxable.

Purpose: These organizations provide public and charitable services that are perceived to benefit the
general public. This exemption permits these services to be rendered at reduced cost.

(Dollar Amounts in Millions)

Estimates: Motor Vehicle Leases:
2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21

NA NA NA NA NA NA NA

Motor Vehicle Rentals:
2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
NA NA NA NA NA NA NA

Beneficiaries:  Approximately 30,000 organizations may benefit from this tax expenditure.

EXEMPT GOVERNMENTAL UNITS

Description: The lease or rental of personal property to or for use by the federal government, the
commonwealth, or its instrumentalities or political subdivisions is exempt from taxation. Based
on the criteria adopted to define tax expenditures, federal transactions are not included in this
study. Commonwealth transactions are also excluded because revenues would offset
expenditures with no net effect. The estimates, therefore, represent local government tax
expenditures.

Purpose: This exemption is an indirect means of assistance to local governments and may reduce the
taxes levied by these entities.

(Dollar Amounts in Millions)

Estimates: Motor Vehicle Leases:
2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 1.0 $ 1.0 $ 1.0 $ 1.0 $ 1.0 $ 1.1 $ 1.1

Motor Vehicle Rentals:
2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21

$ 0.4 $ 0.4 $ 0.4 $ 0.5 $ 0.5 $ 0.5 $ 05

Beneficiaries:  Approximately 3,130 political subdivisions may benefit from this tax expenditure.
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VENDOR DISCOUNT

Description: A licensed vendor is permitted a one percent discount as a credit against the gross amount of
tax collected provided that a tax return, with full payment due the department, is filed or
postmarked on or before the due date. Nearly all tax returns are due 20 days after the end of a
collection period.

Purpose: This provision is intended to defray the vendor’s cost of collecting and remitting the motor
vehicle lease tax and motor vehicle rental fee.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 1.0 $ 1.0 $ 11 $ 11 $ 11 $ 11 $ 12

Beneficiaries: Approximately 1,200 vendors may benefit from this tax expenditure.

TIRE FEE

The commonwealth imposes a $1 fee per tire on each sale of new tires intended for highway use.

EXEMPT GOVERNMENTAL UNITS

Description: The sale of new tires to or for use by the federal government, the commonwealth, or its
instrumentalities or political subdivisions is exempt from taxation. Based on the criteria adopted
to define tax expenditures, federal transactions are not included in this study. Commonwealth
transactions are also excluded because revenues would offset expenditures with no net effect.
The estimates, therefore, represent only local government tax expenditures.

Purpose: This exemption is an indirect means of assistance to local governments and may reduce the
taxes levied by these entities.

(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21

Nominal Nominal Nominal Nominal Nominal Nominal Nominal

Beneficiaries: Approximately 3,130 political subdivisions may benefit from this tax expenditure.

VENDOR DISCOUNT

Description: A licensed vendor is permitted a one percent discount as a credit against the gross amount of
tax collected provided that a tax return, with full payment due the department, is filed or
postmarked on or before the due date. Nearly all tax returns are due 20 days after the end of a
collection period.

Purpose: This provision is intended to defray the vendor’s cost of collecting and remitting the tire fee.
(Dollar Amounts in Millions)

Estimates: 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
$ 0.1 $ 0.1 $ 0.1 $ 0.1 $ 0.1 $ 0.1 $ 0.1

Beneficiaries: Approximately 4,500 vendors may benefit from this tax expenditure.
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Governor’s Executive Budget

DEPARTMENT
PRESENTATIONS

This section provides detailed expenditure information by agency, program
and funding source. Each department presentation includes a Summary by
Fund and Appropriation, Program Funding Summary, program subcategory
information and Program Measures.

The Summary by Fund and Appropriation presentation is organized by
fund, character of expenditures, state appropriation and the federal funds,
augmentations and other funds that supplement the activities funded by each
state appropriation. Three fiscal years are displayed. The Program Funding
Summary presents general, special, federal and other funding organized
by program subcategory. Each program subcategory includes a program
objective, 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. 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.
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GOVERNOR’S OFFICE

The governor directs and coordinates the work of state government and
guides the programs of the agencies in the direction that ensures compliance
with existing law, definable needs and administration goals.

Programs and Goals

Executive Direction: To provide an effective administrative system through

which the substantive program goals of the commonwealth can be
accomplished.
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Governor’s Office

Organization Overview

GOVERNOR

[
CHIEF OF STAFF

Special Assistants to
the Governor

Deputy Secretary of g;:]eeccjzlri:f Chief of Director of Secretary of
Chiefs of Policy and g Staff to the Communications Legislative
. and . .
Staff Planning First Lady Affairs
Advance

e Deputy Chiefs of Staff are senior advisors on policy and operations; partner with state
agencies to coordinate cohesive strategies that reflect the governor’s initiatives; and work
with citizens and stakeholders on advancing sound policies in the commonwealth.

e Secretary of Policy and Planning coordinates program planning and policy development
among the executive branch agencies, and directs and coordinates efforts of the policy
offices of the various executive branch agencies.

e Director of Scheduling and Advance works closely with the governor to develop and
implement the governor’s daily schedule; manages all invitations; and advances and staffs
each event to ensure that all logistical arrangements are appropriately handled.

e Chief of Staff to the First Lady oversees the management of the First Lady’s personal
initiatives, public events, and outreach projects with governmental agencies and community
organizations across the state.

e Director of Communications articulates the governor’'s agenda and actions to the people
of Pennsylvania, while responding to inquiries about the Executive branch of state
government from news-gathering organizations and from the public. The director oversees
the planning and management of the governor’s many public undertakings and directs and
supervises the communications offices in each of the Executive branch agencies.

e Secretary of Legislative Affairs serves as the principal representative of the Office of the
Governor in all issues and activities related to the legislative process of the General
Assembly. The secretary also serves as a senior policy advisor to the governor.

Authorized Complement

2010-11 2011-12 2012-13 2013-14 2014-15
Actual Actual Actual Actual Actual
66 66 68 68 68
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Governor's Office

Summary by Fund and Appropriation

(Dollar Amounts in Thousands)

2014-15 2015-16 2016-17
ACTUAL AVAILABLE BUDGET
GENERAL FUND:
General Government:
GOVEINOI'S OFffiCO.. ittt e eeabanees $ 6,508 $ 6,503a $ 6,887

2 Includes recommended supplemental appropriation of $19,000.
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Governor's Office

Program Funding Summary

(Dollar Amounts in Thousands)

2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
Actual Available Budget Estimated Estimated Estimated Estimated

EXECUTIVE DIRECTION
GENERAL FUND........ccoecvennnnn. $ 6,508 $ 6,503 $ 6,887 $ 6,956 $ 7,025 $ 7,096 $ 7,167
SPECIAL FUNDS........cccoeveneene 0 0 0 0 0 0 0
FEDERAL FUNDS..........c.cecvee. 0 0 0 0 0 0 0
OTHER FUNDS.........ccoveveenne. 0 0 0 0 0 0 0
SUBCATEGORY TOTAL.......... $ 6,508 $ 6,503 $ 6,887 $ 6,956 $ 7,025 $ 7,096 $ 7,167

ALL PROGRAMS:

GENERAL FUND........ccecvenn. $ 6,508 $ 6,503 $ 6,887 $ 6,956 $ 7,025 $ 7,096 $ 7,167
SPECIAL FUNDS... . 0 0 0 0 0 0 0
FEDERAL FUNDS..........c.cccuee. 0 0 0 0 0 0 0
OTHER FUNDS.........cccovinene 0 0 0 0 0 0 0
DEPARTMENT TOTAL............ $ 6,508 $ 6,503 $ 6,887 $ 6,956 $ 7,025 $ 7,096 $ 7,167
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Governor’s Office

Program: Executive Direction

Goal: To provide an effective administrative system through which the substantive
program goals of the commonwealth can be accomplished.

The Pennsylvania Constitution vests the executive
authority of the commonwealth in the governor. It is
the duty of the governor to ensure that the laws of the
commonwealth are faithfully executed. The governor also
oversees the publication of public information including
bulletins of the work of state government. The governor
submits an annual budget to the general assembly and
performs all other functions required of this office as
delegated by the State Constitution and in law.

This program also provides for the governor’s residence.
The residence is used for state functions and is available
as a domicile for the governor and the first family. The
expenses for official functions, as well as those essential
to managing a household, are paid from the Governor’s
Office appropriation. The maintenance of the residence
is primarily the responsibility of the Department of
General Services. Equipment, supplies (except food) and
housekeeping services are provided by the department.

Program Recommendations:

Governor’s Office

384  —to continue current program.

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

Appropriations within this Program:

(Dollar Amounts in Thousands)

2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
Actual Available Budget Estimated Estimated Estimated Estimated
GENERAL FUND:
Governor’'s Office .......ccoveviviieiiciciee, $ 6,508 $ 6,503 $ 6,887 $ 6,956 $ 7,025 $ 7,096 $ 7,167
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EXECUTIVE OFFICES

The mission of the Executive Offices is to assist the governor in the
administration of state government.

The Office of Administration performs central management duties and provides
coordinated information technology strategies. The Office of the Budget performs
central financial management duties, prepares the annual Governor's Executive
Budget and provides comptroller services for all commonwealth agencies. The Office
of General Counsel provides legal counsel for state agencies. The Inspector General
investigates suspected improper use of state resources and recovers funds disbursed
as a result of welfare benefits fraud or overpayment. The Human Relations
Commission promotes equal opportunities in employment, housing, public
accommodations and education. The Council on the Arts promotes the development of
the arts in Pennsylvania. The Commission on Crime and Delinquency provides criminal
justice system planning and technical assistance and financial assistance to crime
victims. The Juvenile Court Judges’ Commission provides technical and financial
assistance to county court juvenile probation programs.

Programs and Goals

Executive Direction: To provide an effective administrative system through which the
substantive programs of the commonwealth can be achieved.

Legal Services: To provide legal advice to the governor and the cabinet, and to
supervise, coordinate and administer legal services for the commonwealth.

Prevention and Elimination of Discriminatory Practices: To ensure equal
opportunities and participation for all individuals regardless of race, religion,
color, creed, handicap or disability, ancestry, national origin, familial status, age
or sex in all areas of employment, housing, credit, commercial property, public
accommodations and education.

Development of Artists and Audiences: To increase public exposure to quality artistic
and cultural programs and to stimulate a climate that offers opportunities and
encouragement to artists.

Criminal and Juvenile Justice Planning and Coordination: To provide criminal and
juvenile justice system policy analysis, coordination and planning to improve
criminal justice programs.

Reintegration of Juvenile Delinquents: To reduce the recurrence of juvenile
delinquency through replacement of criminal behavior with socially acceptable

behavior.
|
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Executive Offices

Organization Overview

GOVERNOR

Secretary
Office of Administration

Inspector General
Office of Inspector
General

Secretary
Office of the Budget

General Counsel
Office of General Counsel

Executive Director
Human Relations
Commission

Executive Director
Council on the Arts

Executive Director
PA Commission on Crime
and Delinquency

I
Executive Director
Juvenile Court Judges’
Commission

e Office of Administration directs the commonwealth’s deployment of technology, human
resources for employees, and the planning and coordination among state agencies to
ensure critical government services continue during emergencies.

e Inspector General oversees the prevention, investigation, and eradication of fraud, waste,
abuse and misconduct in the programs, operations, and contracting of executive agencies
under the Governor’s jurisdiction.

e Office of the Budget oversees the preparation and implementation of the state budget, and
the commonwealth’s uniform accounting, payroll and financial reporting systems.

e General Counsel oversees the legal representation of 36 executive and independent

agencies across the commonwealth.

e Human Relations Commission is responsible for enforcing state laws that prohibit
discrimination.

e Council on the Arts oversees the administration of the Council’s funding programs,
partnerships, initiatives and provides assistance to the commonwealth’s arts organizations,
art programs and individual artists as well as the general public.

e PA Commission on Crime and Delinquency oversees the commission’s efforts to initiate,
validate, and financially support justice-related programs put forth by practitioners and
experts in the justice system.

e Juvenile Court Judges’ Commission oversees the development and improvement of
juvenile probation services throughout the commonwealth.

Authorized Complement

2010-11 2011-12 2012-13 2013-14 2014-15
Actual Actual Actual Actual Actual
2,066 2,042 1,887 1,789 1,733
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Executive Offices

Summary by Fund and Appropriation

(Dollar Amounts in Thousands)

2014-15 2015-16 2016-17
ACTUAL AVAILABLE BUDGET
GENERAL FUND:
General Government:

Office of AdMINIStrAtioN .....cvcieiiiice e $ 8,267 $ 8,640a $ 9,229
(A)Classification and Pay SErViCES.........ccccueeiiiieeiiiieesieeesiiee e e nieee s 2,836 2,835 2,888
(A)Benefit Administration..................... 573 779 600
(A)Workplace Support Division (SEAP)... 3,392 2,910 2,910
(A)Temporary Clerical POOL..........cooiiiiiiiieee s 5,118 4,380 4,380
(A)Governor's INNOVation OffiCe..........ccuvieiiiee e 2,825 2,178 2,378
(A)CDL Drug and Alcohol Testing.. 239 295 310
(A)Labor Relations...........ccceeiveveiiiie e 4,796 1,864 1,864
(A)Managing for Government Responsiveness Training............cccceeeeeeennes 193 325 325
(A)Group Life Insurance Program COMMISSIONS.........cccvrerieeeeereeeessenesnnns 100 100 100
(A)Leadership Development Institute.................... 82 80 80
(A)HR Shared Services Center......... 8,183 8,729 9,046
(A)PHMC Personnel SEIVICES........uueeiiuuiiaiiieeiiie et e ettt siee e 52 53 100
(A)PHRC PersonNel SEIVICES.......cuuieiiirieiiieeiiieeesieeeesieeesneneeesnaeeesnseeeennees 0 0 79

SUDTOTAL ...t $ 36,656 $ 33,168 $ 34,289

Medicare Part B PeNalti€S........cocceiiiiiieiiiiieeiiee e 179 175 175

Commonwealth TechnNology SerViCeS.......cccoiiiiiiiiiie it 54,768 59,809b 61,444
(F)ARRA - Broadband Technology Opportunities - Mapping... 3,655 0 0
(F)NSTIC GraNt....ccueeiieiiiie ittt ettt e ee ettt ettt be et e anbeesaeeenneeeeas 225 225 0
(F)Information Sharing INItIALIVE. ..........c.ceerieeeiiie e 246 246 0
(F)JIJNET MARIS Federated Person Search (EA).. 218 209 218
(F)INET Inter-County Case Transfer (EA)............ 0 102 0
(A)Integrated ENterprise SYSLEIM.......c.cueiiiiiiiiiiieeiiiee et 39,308 36,601 35,294
(A)Project Management RESOUICES..........ccueeicveeeiiueeeesieeesiereeeseeeessseeeennees 2 25 25
(A)Shared Service DElIVEIY.........cccuie it 249 417 417

SUDLOTAL ...ttt ettt n e, $ 98,671 $ 97,634 $ 97,398

Office of INSPECLOr GENEral.......cciiiiiiiiii e 4,152 3,998 4,375

(A)Reimbursements for Special Fund Investigations 1,111 1,111 1,111
STV o] (o) - | ISR PSRRI $ 5,263 $ 5109 $ 5,486

Inspector General - Welfare Fraud...........ccoooveeiiiiieiiiin e 12,705 12,537 ¢ 12,958
(F)TANFBG - Program Accountability. 1,500 1,500 1,500
(F)Food Stamps - Program Accountability............c.cccoiniiiiiiiniiiiieeees 7,000 7,000 7,000
(F)Medical Assistance - Program Accountability............cccccooeeeiiieeniinecnns 4,200 4,200 4,200
(F)CCDFBG - Subsidized Day Care Fraud...........cccccceimieieiiieeiiiieenieee s 905 905 905

SUBLOTAL ... $ 26,310 $ 26,142 $ 26,563

Office Of the BUAGEL....ccueeiiiieee e 18,692 18,6924d 19,103
(A)Support for Commonwealth Payroll Operations..... 6,596 6,411 6,411
(A)BOA - Single Audit.......ccovieereiienieneee e 655 670 670
(A)Comptroller Single Audit................. 3,500 2,675 2,675
(A)Support for PLCB Comptroller's Office... 5,137 5,419 5,419
(A)Support for Comptroller Services.... 32,919 32,002 32,002
(A)OAS Support Services................. 41 144 40
(A)Litigation Settement.........c.eviiiiieiiiii e 236 0 0

STV o] (o) - | ISP USRPRRRN $ 67,776 $ 66,013 $ 66,320

Audit of the AUditor GeNeral...........cccooiiiiiiiiiie e 99 0 0

Interest ReIMBUIrSEMENT.......ooiiiiiii e 0 10,700e 0

Office of General Counsel.... 3,230 3,222 3,700
(A)CLE Registration Fees.... 182 121 121
(A)USTIF SELEMENL....coiuiiieiiiieeiiiee et 548 388 60

STV o] (o) - | ISP USRPRRRN $ 3,960 $ 3,731 $ 3,881

Human Relations COMMISSION .....cciiiiiiiiiiieiiiie et 9,256 9,650 10,148

(F)EEOC - Special ProjeCt Grant.........ccccecveeeiiieeesiieeesieeessieeeeseeeesnneeesnnnes 1,562 1,562 1,100
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Executive Offices

Summary by Fund and Appropriation

(Dollar Amounts in Thousands)

2014-15 2015-16 2016-17
ACTUAL AVAILABLE BUDGET
(F)HUD - Special ProjeCt Grant...........cccveeieeeiiiieeieieeesieeesineeeseeeesneeeesnnees 1,046 1,046 800
(A)MiISCellanEOoUS REVENUES..........uuieiiiiieeiiee ettt 7 0 0
SUBLOtAL ...t e $ 11,871 $ 12,258 % 12,048
COUNCII ON TN AItS ittt aee e 898 892 903
(F)NEA - Grants to the Arts - AdMINISLration............cccevveeeeriieenniieesieeeene 684 936 563
STV o] (o) - | ISP RUSRPRRTRN $ 1,582 $ 1,828 $ 1,466
Juvenile Court Judges COMMISSION .......ciiiiiieiiiiieeieee e 2,800 2,986¢ 3,082
510 o) o] - ISR RTRTURN $ 2,800 $ 2,986 $ 3,082
Public Employees Retirement COmMMISSIiON.......ccovviiviiiiiniieiienieeneeeeene 914 605h 0
Subtotal $ 914 $ 605 $
Commission on Crime and DeliNQUENCY ......ccccuveeviireeiiie e ceeesieee s 4,007 4,017 4,148
(F)Plan for Juvenile JUSHICE...........cuieiiiiieiiee et 200 150 150
(F)Justice ASSISIANCE GraNntS........ccueeeivrierireresiireesieeeesneeesneneeeseeeessseeesnnees 18,000 15,000 15,000
(F)Justice Assistance Grants - Administration.. 1,500 1,300 1,300
(F)Juvenile Justice - Title V.....cccceeevveevvveecnnnn. 300 0 0
(F)Statistical ANAlYSIS CONLET.........uii it 150 150 150
(F)Criminal Identification TeChNoIOgY.........cccceviuieeiiiieeiiie e 800 1,000 1,000
(F)Crime Victims Compensation Services 8,500 8,500 8,500
(F)Crime Victims Assistance..........c.cccovvennns 20,000 40,000 80,000
(F)Violence AQaiNSt WOMEN.......ccuuiiiiiiieiiiee ettt 6,000 6,000 6,000
(F)Violence Against Women - AdMINiStration...........cccoccvveeveveeeneveesnenesnnns 500 600 600
(F)Residential Substance Abuse Treatment Program.......... 1,300 1,300 1,300
(F)Crime Victims Assistance (VOCA) - Admin/Operations... 1,400 2,000 4,000
(F)Assault Services Program...........coooueieiiieeiiiie et 500 500 500
(F)Second Chance Act - Juvenile Offender Reentry...........cccceevvveeniveeennnns 0 1,000 1,000
(F)Juvenile Accountability Incentive Program...........cccccoceeeenen. 3,000 500 500
(F)Juvenile Accountability Incentive Program - Administration... 100 50 0
(F)Combat Underage Drinking Program............cccocuieiiiieeniieesniieesieee s 500 100 0
(F)Juvenile Justice and Delinquency Prevention...........ccccoeccveeveeeesnveesnnns 4,500 3,000 3,000
(F)Project Safe Neighborhoods............cccceceeeenns 700 700 1,000
(F)Forensic Science Program..........ccccccveeveueressveeesnnnn. 1,000 1,000 1,000
(F)Statewide Automated Victim Information Notification.............ccccceeeeeeenee 500 0 0
(F)Adam Walsh Implementation SUPPOIT.........cccveeviiieeriieesiieeesieeeesieee s 400 400 500
(F)Byrne Competitive Program............ccceceuvee 1,000 2,000 1,500
(F)Justice and Mental Health Collaboration... 0 240 240
(F)Vision 21 State TeChNOIOgY..........cocuiieiiiiiiiieeiiie e 250 250 0
(F)Prosecutor and Defender INCENLIVES...........cccvveviiieeriie e siee e 350 350 200
(F)Sex Offender Registration and Notification.. 1,000 1,000 0
(F)Children's Justice Act (EA).......cccceevvvreernnnn. 266 149 50
(F)Justice Reinvestment INItIAtIVE. ...........coeiiiiiiiiiie e 0 1,000 1,000
(F)PA Youth SUrvey - DDAP (EA).....ccccuvieiieeiiiee st esiee e sieeeeseeeesnneeeennees 50 50 0
(F)VOCA Training ......cveeevveeeaiieeeiieenns 0 0 1,000
(A)External Grants Non-governmental. 20 18 0
(A)INtEragenCy MOUS........oiiiiiiieiiee ittt et be e e 1,500 4,424 580
SUDLOtAL ...t $ 78,293 $ 96,748 $ 134,218
Victims of Juvenile OffENdErs........ccccve i 1,300 1,300 1,300
Child ADVOCACY CENTEIS.....eiiiiiieiiiiieeiee ettt 2,250 0 0
Violence Prevention Programs.........ccooueeeiiiieiiiiie e 4,567 3,872 3,872
(A)INtEragenCy MOUS........ciiiiiieeiiiee et 3,335 4,506 2,628
SUDTOTAL ...t $ 7,902 $ 8,378 $ 6,500
Subtotal - State FUNAS.........coooeeiieiiieice e, $ 128,084 $ 141,095 $ 134,437
Subtotal - Federal FUNAS............ccooiiiiiiiie e 94,007 106,220 145,776
Subtotal - AUGMENTALIONS. ......cocuviiiiiiieeiee e 123,735 119,460 112,513
Total - General GOVEIMMENT...ccoiiei et $ 345,826 $ 366,775 $ 392,726
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Executive Offices

Summary by Fund and Appropriation

(Dollar Amounts in Thousands)

2014-15 2015-16 2016-17
ACTUAL AVAILABLE BUDGET
Grants and Subsidies:
Intermediate Punishment Treatment Programs..........ccccevevvervneereseeneenees $ 18,167 $ 18,167 $ 20,170
Juvenile Probation SErviCes ........cooiiiiiiiiiiiiiineeeee e 18,945 18,945 18,945
Grants t0 the ArTS.. ..o 8,590 9,590 10,590
(F)NEA - Grants t0 the ArtS........coouiiiiiiiieeee et 400 148 355
SUBDLOTAL ...ttt $ 8,990 $ 9,738 $ 10,945
Subtotal - State FUNAS........cooiiiiiieee e $ 45,702 $ 46,702  $ 49,705
Subtotal - Federal FUNAS...........ccoiiiiiiiiii e 400 148 355
Total - Grants and SUDSIAIES.......vvveeeieeriiie e $ 46,102 $ 46850 $ 50,060
STATE FUNDS ... ..ttt e e s e e e e e et e e e e e e s nnneaeeeas $ 173,786 $ 187,797 $ 184,142
FEDERAL FUNDS......citiiiiiieeiese e 94,407 106,368 146,131
AUGMENTATIONS ...ttt 123,735 119,460 112,513
GENERAL FUND TOTAL....eittiiiitieie sttt $ 391,928 $ 413,625 $ 442,786
MOTOR LICENSE FUND:
General Government:
Commonwealth TeChNology SErVIiCES.......cccevviiiieieiiiiieie e $ 1,334 $ 1,401 $ 1,244
OTHER FUNDS:
GENERAL FUND:
ViICtM/WINESS SEIVICES....vviiiiiiiiiiiieee e ettt et e e e e e e e e e st ee e e e s aeees $ 5,861 $ 6,335 $ 6,335
Crime Victims Reimbursements. 10,441 12,996 13,170
Constables Education and Training ACCOUN...........ccoureiriereriiieee e e sieee s 2,363 2,640 2,375
Luzerne County Youth Settlement...........c.oceeeiiiiiiiieii e 307 45 75
Sheriff & Deputy Sheriff Education and Training Account 6,104 5,544 5,089
Children's AdVOCACY CENLEIS.......ccoiuiiiiiiieeiiee ettt 0 2,700 2,000
GENERAL FUND TOTAL ...ttt sttt st $ 25,076 $ 30,260 $ 29,044
JUSTICE REINVESTMENT FUND:
VICHM SEIVICES ...eutietierieiteeie st e e ste e e stesree e e e ste e e te e e tesneeaesseeneesreeneenees $ 0 $ 1,000 $ 1,000
Innovative Policing Grants... 0 668 3,349
County Probation GIantS...........ceeeiiueeeiiiiieiiiee et e 0 404 2,025
JUSTICE REINVESTMENT FUND TOTAL ..ottt $ 0 $ 2,072 % 6,374
MONETARY PENALTY ENDOWMENTS TRUST FUND:
NCAA-Penn State Settlement (EA)........cceieriveerreiereseerieseeee e seesenseeneenes $ 0 $ 4,800 $ 4,800
SUBSTANCE ABUSE EDUCATION AND DEMAND REDUCTION FUND:
Substance Abuse Education & Demand Reduction Programs (EA)............... $ 8,000 $ 8,000 $ 10,000
Substance Abuse Education & Demand Reduction - Admin (EA).................. 300 300 300
SUBSTANCE ABUSE EDUCATION AND DEMAND REDUCTION FUND TOTAL..... $ 8,300 $ 8,300 $ 10,300
DEPARTMENT TOTAL - ALL FUNDS
GENERAL FUND......ooiitiiiiitiiit ettt $ 173,786 $ 187,797 $ 184,142
SPECIAL FUNDS... 1,334 1,401 1,244
FEDERAL FUNDS.......ooiiitiiiet i 94,407 106,368 146,131
AUGMENTATIONS.... 123,735 119,460 112,513
OTHER FUNDS. ...ttt 33,376 45,432 50,518
TOTAL ALL FUNDS. ..ottt $ 426,638 $ 460,458 $ 494,548

2 Includes recommended supplemental appropriation of $464,000.
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Executive Offices

Summary by Fund and Appropriation

b Includes recommended supplemental appropriation of $6,791,000.
¢ Includes recommended supplemental appropriation of $534,000.

4 Includes recommended supplemental appropriation of $1,000,000.
€ Includes recommended supplemental appropriation of $10,700,000.
f Includes recommended supplemental appropriation of $861,000.

9 Includes recommended supplemental appropriation of $186,000.

P Includes recommended supplemental appropriation of $605,000.
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Executive Offices

Program Funding Summary

(Dollar Amounts in Thousands)

2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
Actual Available Budget Estimated Estimated Estimated Estimated
EXECUTIVE DIRECTION
GENERAL FUND........ccoecvennnnn. $ 99,776 $ 115,156 $ 107,284 $ 108,454 $ 109,437 $ 110,530 $ 111,733
SPECIAL FUNDS........cccocvennee 1,334 1,401 1,244 1,256 1,269 1,282 1,295
FEDERAL FUNDS..........c.cecvee. 17,949 14,387 13,823 14,238 14,664 15,104 15,558
OTHER FUNDS.........ccoveveenne. 118,143 110,003 109,124 112,264 115,502 118,834 122,267
SUBCATEGORY TOTAL.......... $ 237,202 $ 240,947 $ 231,475 $ 236,212 $ 240,872 $ 245,750 $ 250,853
LEGAL SERVICES
GENERAL FUND........cccocvvenie, $ 3,230 $ 3222 $ 3,700 $ 3,737 $ 3,774 $ 3812 $ 3,850
SPECIAL FUNDS.........ccceevnne. 0 0 0 0 0 0 0
FEDERAL FUNDS...........c.c..... 0 0 0 0 0 0 0
OTHER FUNDS.........cceccveieene 730 509 181 125 129 133 137
SUBCATEGORY TOTAL.......... $ 3,960 $ 3,731 $ 3,881 $ 3,862 $ 3,903 $ 3,945 $ 3,987
PREVENTION AND ELIMINATION OF
DISCRIMINATORY PRACTICES
GENERAL FUND........ccoovvenn. $ 9,256 $ 9,650 $ 10,148 $ 10,249 $ 10,351 $ 10,455 $ 10,560
SPECIAL FUNDS.........ccccoevenn 0 0 0 0 0 0 0
FEDERAL FUNDS..........c.ceeueee 2,608 2,608 1,900 1,900 1,900 1,900 1,900
OTHER FUNDS.........cccovinnne 7 0 0 0 0 0 0
SUBCATEGORY TOTAL.......... $ 11,871 $ 12,258 $ 12,048 $ 12,149 $ 12,251 $ 12,355 $ 12,460

DEVELOPMENT OF ARTISTS AND AUDIENCES

GENERAL FUND...........ccoeuee. $ 9,488 $ 10,482 $ 11,493 $ 11,502 $ 11,511 $ 11,520 $ 11,529
SPECIAL FUNDS.........c.ccene 0 0 0 0 0 0 0
FEDERAL FUNDS.................... 1,084 1,084 918 946 974 1,003 1,034
OTHER FUNDS.........ccooeeiee 0 0 0 0 0 0 0
SUBCATEGORY TOTAL.......... $ 10,572 $ 11,566 $ 12,411 $ 12,448 $ 12,485 $ 12,523 $ 12,563

CRIMINAL AND JUVENILE JUSTICE PLANNING
AND COORDINATION
GENERAL FUND..........cceenn $ 30,291 $ 27,356 $ 29,490 $ 29,531 $ 29,573 $ 29,615 $ 29,658

SPECIAL FUNDS...... . 0 0 0 0 0 0 0
FEDERAL FUNDS.. . 72,766 88,289 129,490 128,990 128,990 128,990 128,990
OTHER FUNDS.........cccceviie 38,231 54,380 53,726 52,257 46,131 46,785 47,673
SUBCATEGORY TOTAL.......... $ 141,288 $ 170,025 $ 212,706 $ 210,778 $ 204,694 $ 205,390 $ 206,321

Wpennsylvania E2-7 Governor’s Executive Bubget 2016-2017



Executive Offices

Program Funding Summary

(Dollar Amounts in Thousands)

2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
Actual Available Budget Estimated Estimated Estimated Estimated

REINTEGRATION OF JUVENILE DELINQUENTS

GENERAL FUND...........ccuenne. $ 21,745 $ 21,931 $ 22,027 $ 22,058 $ 22,089 $ 22,120 $ 22,152
SPECIAL FUNDS.........ccoeeees 0 0 0 0 0 0 0
FEDERAL FUNDS.................... 0 0 0 0 0 0 0
OTHER FUNDS...........cccocueee. 0 0 0 0 0 0 0
SUBCATEGORY TOTAL.......... $ 21,745 $ 21,931 $ 22,027 $ 22,058 $ 22,089 $ 22,120 $ 22,152

ALL PROGRAMS:

GENERAL FUND..........cocuvneen. $ 173,786 $ 187,797 $ 184,142 $ 185,531 $ 186,735 $ 188,052 $ 189,482
SPECIAL FUNDS... . 1,334 1,401 1,244 1,256 1,269 1,282 1,295
FEDERAL FUNDS.................... 94,407 106,368 146,131 146,074 146,528 146,997 147,482
OTHER FUNDS...........cccevveee. 157,111 164,892 163,031 164,646 161,762 165,752 170,077
DEPARTMENT TOTAL............ $ 426,638 $ 460,458 $ 494,548 $ 497,507 $ 496,294 $ 502,083 $ 508,336
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Executive Offices

Program: Executive Direction

Goal: To provide an effective administrative system through which the substantive
programs of the commonwealth can be executed.

The Executive Direction program provides administrative
support and policy direction for implementing, maintaining
and monitoring the substantive programs of the
commonwealth.

Program Element: Administration

The Office of Administration (OA) was established
within the Governor’s Office in 1955. OA provides policy
direction and support to all commonwealth agencies for
human resources, information technology, continuity of
government, records/directives management, diversity
management and strategic enhancements to help improve
results, reduce costs and enhance customer service of all
agencies under the governor’s jurisdiction.

The Office of Human Resource Management provides
policy direction and support for centralized human resource
services ensuring equity by maintaining classification, pay,
benefits, workers compensation systems, negotiating
and administering bargaining agreements, recruiting all
non-civil service positions, training in management and
supervisory skills and administering equal employment
opportunity programs for all agencies under the governor’s
jurisdiction.

The Governor’s Office of Transformation, Innovation,
Management and Efficiency (GO-TIME) leverages
inter-agency coordination and collaboration to maximize
efficiency and modernize state government operations.

The Office of Continuity and Records Information
Management provides guidance for the continuance of
essential government services during or shortly after
a disruption or emergency. It serves as a liaison to
independent agencies, the legislature and the judiciary.
The office also provides comprehensive statements of
policy and procedures on matters that affect agencies and
employees of the executive branch.

The Office for Data and Digital Technology works
with commonwealth agencies to transform the collection
and use of data to better serve citizens.

Program Element: Information Technology

The Office for Information Technology is responsible
for developing and administering statewide policies and
standards governing the commonwealth’s information
technology resources and supporting several enterprise
shared services.

The Enterprise Technology Services Office is
responsible for overseeing the enterprise data center
as well as overseeing the enterprise help desk, the
state telecommunications infrastructure. The Enterprise
Information Security Office oversees the commonwealth’s
security program.

The Bureau of Application Management and the
Bureau of Integrated Enterprise Services builds and
maintains enterprise applications, develops web-based
applications, provides enterprise application shared
services, and maintains the commonwealth’s enterprise
web portal. The group manages the Integrated Enterprise
System (IES) which provides core budget, finance, human
resources, payroll, procurement and reporting functionality
to commonwealth agencies.

The Pennsylvania Justice Network (JNET) Office
provides an online environment for authorized users to
access public safety and criminal justice information. JNET
is the commonwealth’s primary public safety and criminal
justice information broker providing an integrated, secure
justice portal to the criminal justice community.

The Office of Strategy and Management is responsible
for reviewing investments in current and future technology
and managing the IT Service Management processes
within the agency.

Program Element: Fraud Detection and Prevention

The Office of Inspector General (OIG) is responsible
to detect, deter and eradicate fraud and waste of state
resources and misconduct by state employees; keep
the governor fully informed of problems and deficiencies
in executive agencies; and help ensure that executive
agencies operate efficiently, with integrity and in
accordance with applicable laws and regulations. During
2014-15, OIG conducted 574 investigations into possible
fraud, waste, abuse, and misconduct in executive agencies
and 510 pre-employment background investigations for
commonwealth employees.

This OIG also conducts investigations into suspected
welfare fraud and abuse for welfare programs administered
by the Department of Human Services. The office conducts
field investigations on applicants and recipients to aid in
the correct determination of eligibility for welfare benefits.
In 2014-15, the OIG conducted 25,756 field investigations
which resulted in cost savings in excess of $87.5 million
based on ineligibility determinations. Through a fraud
investigation program, the OIG investigates overpaid
benefits to determine if welfare fraud occurred. In 2014-
15, the OIG conducted 5,927 fraud investigations which
resulted in $5.3 million in restitution for both criminal
prosecution cases and Administrative Disqualification
Hearings. This also resulted in cost savings of $2.1
million based on resulting client disqualifications. The OIG
conducts collection activities which involve the recovery of
overpaid benefits provided to clients due to omissions or
inaccurate information supplied by clients, administrative
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Executive Offices

Program: Executive Direction (continued)

errors, and in the case of Medical Assistance, charges
for services exceeding allowable amounts. In addition,
OIG recovers the cost of benefits provided to recipients
while they are awaiting receipt of Supplemental Security
Income, tort recoveries, unemployment compensation,
workers’ compensation, and veterans’ benefits. The
recovery for all collection activities during 2014-15 is in
excess of $22 million. The cost benefit analysis for the
investigation of welfare fraud is a return on investment
of $11.51 in cost savings and collections for every dollar
spent on investigative activities.

Program Element: Commonwealth Budget and
Accounting

The Office of the Budget assists the governor in
formulating fiscal policies and procedures and in preparing

the commonwealth budget for delivery to the General
Assembly. The office establishes authorized complement
levels for agencies under the governor’s jurisdiction. The
office also prepares fiscal notes and reviews proposed
regulations.

In addition, Comptroller Operations within the Office of
the Budget is a shared service organization that performs
professional accounting and financial reporting services —
including accounts payable, accounts receivable, payroll,
and employee travel — quality assurance and process
improvements, internal audits, service contract reviews,
and other financial functions for agencies under the
governor’s jurisdiction and other independent agencies,
boards, and commissions.

Program Recommendations:

GENERAL FUND
Office of Administration

$ 589  —to continue current program.
Commonwealth Technology Services
$ 6,000 —lInitiative—Information Technology
Investments. To fund enterprise
investments to improve the
commonwealth's information technology
infastructure.
-4,365 —funding reduction.
$ 1,635  Appropriation Increase
Office of Inspector General
$ 377  —to continue current program.

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

Inspector General - Welfare Fraud

$ 421  —to continue current program.
Office of Budget
$ 411 —to continue current program.
Interest Reimbursement
$ -10,700 —non-recurring cost.
Public Employees Retirement Commission
$ —-605 —program elimination.

All other appropriations are recommended at the current year
funding levels.

MOTOR LICENSE FUND
Commonwealth Technology Services

$ -157  —funding reduction.

Appropriations within this Program:

2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21

Actual Available Budget Estimated Estimated Estimated Estimated
GENERAL FUND:
Office of Administration..............ccccceeennene $ 8,267 $ 8,640 $ 9,229 $ 9,321 $ 9,414 % 9,508 $ 9,603
Medicare Part B Penalties..............cccccee... 179 175 175 175 175 175 175
Commonwealth Technology Services........ 54,768 59,809 61,444 62,058 62,679 63,306 63,939
Office of Inspector General.................. 4,152 3,998 4,375 4,419 4,463 4,508 4,553
Inspector General - Welfare Fraud............. 12,705 12,537 12,958 13,088 13,219 13,351 13,485
Office of the Budget.........cccceevvvviniinennnn. 18,692 18,692 19,103 19,294 19,487 19,682 19,879
Audit of the Auditor General 99 0 0 99 0 0 99
Interest Reimbursement ..............cccceeeene 0 10,700 0 0 0 0 0
Public Employees Retirement Commission 914 605 0 0 0 0 0

TOTAL GENERAL FUND. ........ccoeeeee. $ 99,776 $ 115,156 $ 107,284 $ 108,454 $ 109,437 $ 110,530 $ 111,733

MOTOR LICENSE FUND:
Commonwealth Technology Services........ $ 1,334 % 1,401 $ 1,244 $ 1,256 $ 1,269 $ 1,282 $ 1,295
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Program: Legal Services

Goal: To provide legal advice to the governor and the cabinet, and to supervise, coordinate
and administer legal services for the commonwealth.

The Office of General Counsel (OGC) was created by
Act 164 of 1980. The general counsel serves as the chief
legal advisor to the governor, heads the Office of General
Counsel, and appoints deputies general counsel, chief
counsel and assistant counsel to assist in the performance
of the responsibilities of OGC. The office represents the
commonwealth, the governor, members of his cabinet
and more than 30 agencies that conduct the business of
the commonwealth. This includes rendering legal advice
and representation concerning matters and issues arising
in connection with the operation of executive agencies
under the governor’s jurisdiction. The office also reviews
and approves for form and legality all commonwealth
deeds, leases, contracts, rules and regulations. The office
provides advice to the governor on pending legislative
matters and issues and reviews for constitutionality
and legality all legislation presented to the governor for
approval.

OGC is responsible for initiating appropriate actions or
defending the commonwealth when the Attorney General
declines to initiate appropriate proceedings or delegates
that responsibility to OGC. Upon request by the governor,
the office also has the authority to intervene in any action
by or against an agency under the governor’s jurisdiction.

The general counsel administers the operations of the
Juvenile Court Judges' Commission and supervises the
legal representation for this agency as well as all other
state agencies with legal staff assigned therein.

In addition, the general counsel serves as a member
of the Board of Commissioners on Uniform State Laws,
the Pennsylvania Emergency Management Agency, the
Joint Committee on Documents, the Board of Property,
the Local Government Records Committee, the Medical
Advisory Board, the Board of Finance and Revenue and
the Civil Disorder Commission.

Program Recommendations:

Office of General Counsel

$ 478  —to continue current program.

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

Appropriations within this Program:

(Dollar Amounts in Thousands)

2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
Actual Available Budget Estimated Estimated Estimated Estimated
GENERAL FUND:
Office of General Counsel............ccccccveueee. $ 3,230 $ 3222 % 3,700 $ 3,737 $ 3,774 % 3812 $ 3,850
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Program: Prevention and Elimination of Discriminatory Practices

Goal: To ensure equal opportunities and participation for all individuals regardless of
race, religion, color, creed, handicap or disability, ancestry, national origin, familial status,
age or sex in all areas of employment, housing, credit, commercial property, public

accommodations and education.

The Pennsylvania Human Relations Commission
(PHRC) is a law enforcement agency responsible for
identifying, preventing and eliminating illegal discriminatory
practices as defined by the Pennsylvania Human Relations
Act and the Pennsylvania Fair Educational Opportunities
Act. The two principal methods used by the commission
to secure compliance with these laws are by investigating
complaints of discrimination that might result in legal
proceedings and by providing educational and technical
assistance to schools, police organizations, businesses,
governmental bodies, and individuals. The educational
and technical assistance is intended to inform the public of
their statutory protections, promote voluntary compliance
with the laws, and prevent civil tensions. While processing
formal complaints have historically been PHRC’s major
focus, since 2014 some staff resources are being
redirected to provide educational and technical assistance
as required by PHRC's strategic plan.

The commission’s Education and Outreach
Services Division focuses on ensuring all students have

equal access to education by eliminating the disparities
that existin schools that are based on race, color, national
origin and disabilities. In 2015-16, five urban school
districts will work with the PA Department of Education
and PHRC to improve the educational achievement of
minority and disadvantaged students. The commission
is also involved with major outreach programs to provide
information to community leaders and public officials
regarding their civil rights, the value of a diverse workforce,
and preventing cyberbullying and hate crimes.

Federal funds are received for investigating certain
complaints that are dual filed with the commission and
the Equal Employment Opportunity Commission or the
U.S. Department of Housing and Urban Development.
The commission utilizes a proven, re-engineered
process to fast-track cases to bring relief to victims of
discrimination and those unjustly accused. To protect more
Pennsylvanians from unlawful discrimination, PHRC will
proactively monitor statewide trends and when warranted,
initiate investigations of systemic discrimination.

Program Recommendations:

Human Relations Commission

$ 498  —to continue current program.

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

Appropriations within this Program:

(Dollar Amounts in Thousands)

2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
Actual Available Budget Estimated Estimated Estimated Estimated
GENERAL FUND:
Human Relations Commission.................. $ 9,256 $ 9,650 $ 10,148 $ 10,249 $ 10,351 $ 10,455 $ 10,560
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Program: Development of Artists and Audiences

Goal: Toincrease public exposure to quality artistic and cultural programs and to stimulate
a climate that offers opportunities and encouragement to artists.

The commonwealth promotes access to the arts
and cultural development for all its citizens through the
Pennsylvania Council on the Arts (PCA). The PCA supports
arts and cultural programs and services — particularly for
school-aged children — through responsive funding and the
provision of information, resources, and initiatives for arts
organizations, arts programs and projects, artists, schools
and educational and community organizations.

The 19-member council supports the arts through grant
programs, services and a network of community-based
organizations. The organizations and artists served are
geographically, culturally and ethnically diverse and range
from small community organizations that engender and
support local arts programs to world-renowned orchestras,
museums, dance companies, theaters and festivals.

The council has a nationally recognized funding
process. It uses an advisory review process whereby local
citizens review applications and make recommendations
for funding to best serve their region. The council functions
with input from advisory review panels that provide an
evaluation of applications and feedback on program
structures.

The council supports and assists the arts in the
commonwealth in several specific areas: a grants program
that responds to most applications and program initiatives
either directly or through a decentralized network of
regional funding partners; partnerships and initiatives
developed by the council to seek opportunities and address
issues affecting the arts that are beyond the capacity of
a single arts institution; and additional services directly
provided by staff and through partnerships with state,
regional, and national service organizations.

The PCA has a commitment to expanding its
services. Through the PCA's Arts in Education Partnership,
Pennsylvania Partners in the Arts, and Preserving
Diverse Cultures Division, diverse organizations, artists,
ensembles, families and youth audiences are encouraged
to participate in and contribute to the arts. Additionally, the
PCA plays an increasingly significant role in community
revitalization by advising and assisting such projects as the
development of the first three cultural plans for counties
in Pennsylvania (Lackawanna, York and Erie), with others
in progress.

Program Recommendations:

Council on the Arts

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

Grants to the Arts

$ 11  —to continue current program. $ 1,000 —lInitiative—Promoting Arts In
Pennsylvania.To provide increased
support for the arts in Pennsylvania.
Appropriations within this Program: (Dollar Amounts in Thousands)
2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
Actual Available Budget Estimated Estimated Estimated Estimated
GENERAL FUND:
Council on the Arts $ 898 $ 892 $ 903 $ 912 % 921 % 930 $ 939
Grants to the ArtS......c.ccovevvviineniicen 8,590 9,590 10,590 10,590 10,590 10,590 10,590
TOTAL GENERAL FUND .......ccccvuee. $ 9,488 $ 10,482 $ 11,493 $ 11,502 $ 11,511 $ 11,520 $ 11,529
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Program: Criminal and Juvenile Justice Planning and Coordination

Goal: To provide criminal and juvenile justice system policy analysis, coordination
and planning to improve criminal justice programs.

Established by the General Assembly in 1978, the
Pennsylvania Commission on Crime and Delinquency
(PCCD) is currently composed of a 48-member board
whose mission is to enhance the quality and coordination
of criminal and juvenile justice systems, to facilitate the
delivery of services to victims of crime, and to increase
the safety of our communities. Several statutory and
commission-created advisory committees, task forces,
planning groups, boards and PCCD staff assist the
commission in its duties.

One of the larger programs the commission administers
is the Intermediate Punishment (IP) program, which
provides an alternative to incarceration for low-risk,
non-violent offenders at the county level. This program
demonstrates significant positive results in saving jail/
prison days and improving offender outcomes. PCCD
research has found that of those offenders who completed
the drug and alcohol treatment portion of their sentence,
only 14 percent recidivated within one year of program
completion.

PCCD also works with local leadership to improve
county justice and local law enforcement systems. The
commission has been responsible for institutionalizing
County Criminal Justice Advisory Boards (CJABS), which
consist of top-level county officials who address criminal
justice issues from a systemic and policy level perspective,
study best practices in the administration and delivery of
criminal justice, engage in strategic planning, and make
recommendations and establish consensus among the
members to improve the effectiveness and efficiency of
the county’s criminal justice system. Currently, there are
65 county CJAB'’s that are recognized by PCCD.

PCCD plays a central role in furthering collaborative
juvenile justice and delinquency prevention system
enhancement initiatives with the Department of Human
Services, the Juvenile Court Judges’ Commission,
the Council of Chief Juvenile Probation Officers, the
Department of Education and other agencies. Its Violence
Prevention Program supports the implementation of
evidence-based delinquency and violence prevention
and intervention initiatives and supports the Communities
That Care (CTC) risk-focused prevention initiative. These
types of initiatives have been shown to yield a $5 return
for every dollar invested.

In addition, PCCD develops best practices and
researches emerging criminal and juvenile justice trends
to ensure federal and state grant funds are allocated to
the most effective initiatives. The commission compiles
crime, corrections, and sentencing data; develops unified
population projections for sentencing, corrections, and

probation and parole; provides objective, independent and
comprehensive policy-relevant analysis; and responds to
special justice research and data requests from federal,
state and local agencies, as well as from the general public.

PCCD oversees several justice training programs,
including the legislatively mandated basic and continuing
education training of sheriffs, deputy sheriffs and
constables and deputy constables. The commission
provides quality, relevant and current job-related training
for local justice practitioners.

Program Element: Victim Services

PCCD’s Victims Services has three components: the
Victims Compensation Assistance Program (VCAP),
the Victims Services Program (VSP) and the Children’s
Advocacy Center (CAC) initiative.

VCAP responds to financial losses incurred by victims
of crime. The money to pay crime victims comes from
Pennsylvania’s Crime Victims Fund, which is supported
primarily by costs assessed against certain convicted
offenders, as well as restitution, donations, reimbursements
from victims who are awarded civil settlements and federal
Victims of Crime Act funds. In fiscal year 2014-15, the
commission paid 7,114 claims totaling $12.7 million in
state and federal funds.

PCCD’s VSP administers a variety of state and
federal funds designed to assist victims of crime. These
funds support procedural services such as; courtroom
accompaniment, victim rights notification, and assistance
with victim impact statements, to nearly 150,000 victims
and witnesses in 2014-15. The funds also support direct
services such as: crisis intervention, shelter, counseling
and other emergency services, which on average provide
assistance to over 165,000 Pennsylvania crime victims
each year.

Finally, PCCD administers a program to increase
the availability of localized CAC services. CACs provide
state-of-the-art treatment for the victims of child sexual
abuse and child abuse. They coordinate medical care,
treatment and other social services for victims while
gathering evidence, through age-appropriate forensic
interviewing and other methods employed by multi-
disciplinary investigative teams, to build an effective
case against the alleged offender. By bringing medical
professionals, social workers, prosecutors and police who
specialize in child sexual abuse together under one roof,
CACs are the most effective way to bring a perpetrator to
justice. There are currently 24 National Children’s Alliance
(NCA) accredited and associate CAC's in Pennsylvania.
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Program: Criminal and Juvenile Justice Planning and Coordination (continued)

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

Commission On Crime and Delinquency
$ 131  —to continue current program.

Intermediate Punishment Treatment

Programs
$ 3 —to continue current program.
2,000 —Initiative—To expand current program to

provide treatment services as a direct
sentencing alternative to incarceration for
non-violent offenders.

$ 2,003  Appropriation Increase

All other appropriations are recommended at the current year funding levels.

App ro prlatl ons W|th | n th | S Prog ram. (Dollar Amounts in Thousands)
2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
Actual Available Budget Estimated Estimated Estimated Estimated

GENERAL FUND:
Commission on Crime and Delinquency ... $ 4,007 $ 4017 $ 4,148 $ 4,189 $ 4231 $ 4273 $ 4,316

Victims of Juvenile Offenders.................... 1,300 1,300 1,300 1,300 1,300 1,300 1,300
Child Advocacy Centers ............... 2,250 0 0 0 0 0 0
Violence Prevention Programs.................. 4,567 3,872 3,872 3,872 3,872 3,872 3,872
Intermediate Punishment Treatment
Programs .......ccccoeveeiiiiieene e 18,167 18,167 20,170 20,170 20,170 20,170 20,170
TOTAL GENERAL FUND......cceeiiiiians $ 30,291 $ 27,356 $ 29,490 $ 29,531 $ 29,573 $ 29,615 $ 29,658
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Program: Reintegration of Juvenile Delinquents

Goal: Toreduce the recurrence of juvenile delinquency through replacement of criminal

behavior with socially acceptable behavior.

The Juvenile Court Judges’ Commission (JCJC) is
responsible for advising juvenile court judges regarding
the development and improvement of juvenile probation
services throughout the commonwealth. These services
focus on the provision of balanced attention to the
protection of the community, the imposition of accountability
for offenses committed, and the development of
competencies to enable children to become responsible
and productive members of the community. The provision
of statewide juvenile justice training, graduate education,
research, statistical information, and the development
and implementation of evidence based practices have
significantly improved the quality of service within the
commonwealth’s juvenile justice system. This is evident
by the percentage of juveniles successfully completing
juvenile court supervision without committing a new
offense, 83.4 percent in 2014, as well as the percentage
of juvenile offenders who are in school, employed or
engaged in a vocational activity at case closing, 84.4
percent in 2014.

The JCJC is coordinating ongoing development and
implementation of Pennsylvania’s Juvenile Justice System
Enhancement Strategy (JJSES), which is designed to
enhance the capacity of Pennsylvania’s juvenile justice
system to achieve its balanced and restorative justice
mission by employing evidence-based practices, with
fidelity, at every stage of the juvenile justice process;
collecting and analyzing the data necessary to measure
the results of these efforts; and, with this knowledge,
striving to continuously improve the quality of decisions,
services and programs. Research has demonstrated that

the proper implementation of evidence-based practices
can lead to significant reductions in juvenile delinquency
and recidivism. The development of statewide and
county-specific baseline recidivism rates are an important
benchmark against which the impact of JJSES can
be measured. Recidivism is defined as a subsequent
adjudication of delinquency, or conviction in criminal court,
for a misdemeanor or felony offense within two years of
release from probation supervision. Using this definition,
statewide recidivism rates have decreased from 22 percent
in cases closed from 2007-2010 to 18 percent in cases
closed in 2011. It should be noted that as the definition of
recidivism requires a case to be closed for two years, the
most recent data available reflects cases closed in 2011.
The JCJC also conditioned eligibility for all county
Juvenile Probation Services grant funding upon
implementation of evidence-based practices including:
— Implementation of the Youth Level of Service (YLS)
risk/need assessment instrument;

— Development of recommendations to the court based
on the YLS results, including the identified risks and
needs of each juvenile; and,

— Development and implementation of case plans which
target services to meet the identified risks and needs
of each juvenile.

Sixty-six counties are currently participating in the
Juvenile Probation Services grant program. The Youth
Level of Service risk/need assessment instrument
utilization has increased from a total of 5,591 assessments
in 2010 to a total of 25,239 in 2014.

Program Recommendations:

Juvenile Court Judges Commission

$ 96  —to continue current program.

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

Juvenile Probation Services is recommended at the current year funding level.

Appropriations within this Program:

(Dollar Amounts in Thousands)

2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
Actual Available Budget Estimated Estimated Estimated Estimated
GENERAL FUND:
Juvenile Court Judges Commission........... $ 2,800 $ 2,986 $ 3,082 $ 3,113 $ 3,144 % 3,175 % 3,207
Juvenile Probation Services...................... 18,945 18,945 18,945 18,945 18,945 18,945 18,945
TOTAL GENERAL FUND.................... $ 21,745 $ 21,931 $ 22,027 $ 22,058 $ 22,089 $ 22,120 $ 22,152
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Program Measures

2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
Actual Available Budget Estimated Estimated Estimated Estimated

Program: Executive Direction

Objective: Maintain a highly trained state workforce by increasing training course completion rates.
Office of Administration - Human Resources

Completion rate for mandatory 61% 70% 70% 70% 70% 70% 70%
Enterprise Learning Management
System courses
Objective: Maintain and expand the delivery of cost effective, high quality human resource services to
employees and agencies through the centralized Human Resource Service Center.

Office of Administration - Human Resources

Days required to review and approve 17 17 17 17 17 17 17
requests for classification actions on
vacant positions

Days required to process requests 9 9 9 9 9 9 9
for clerks from the temporary clerical
pool

Days required to process requests 9 9 9 9 9 9 9
for typists from the temporary
clerical pool

Percentage of HR agency services 98% 95% 95% 95% 95% 95% 95%
that met established response time
goals

HR Service Centers' customer 4 4 4 4 4 4 4
satisfaction rating (scale of 1 to 4,
low to high)

Objective: Reduce the number of work related accidents.

Office of Administration - Human Resources

Workers' compensation claims filed 4,786 4,570 4,300 4,300 4,300 4,300 4,300
and accepted

Objective: Maintain and expand knowledge and application of records retention and records management
industry standards on an enterprise wide level.

Office of Administration - Office of Enterprise Records Management

Percent of Issuances and 42% 60% 65% 65% 70% 70% 70%
Resolutions updated
Training sessions, workshops and 12 12 12 12 12 12 12

agency information meetings
conducted to increase program
awareness and compliance

Objective: Improve the commonwealth's accounting and financial reporting system.

Office of the Budget

Agency/Purchasing/Corporate credit $4,880,029  $5,000,000 $5,100,000  $5,350,000  $5,450,000 $5,550,000  $5,640,000
card rebates earned

Percentage of electronic invoices 20% 22% 27% 30% 32% 35% 40%
ADTrav Revenue Sharing $208,357 $210,000 $215,000 $225,000 $230,000 $230,000 $230,000
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Program Measures

2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
Actual Available Budget Estimated Estimated Estimated Estimated

Objective: Increase government agencies' awareness of the investigative services and resources available
from the Office of Inspector General.

Office of Inspector General

General investigations 574 555 555 555 555 555 555
Pre-employment background 510 475 475 475 475 475 475
investigations

Objective: Hold accountable those individuals who fraudulently obtain public benefits and recover all overpaid
benefits.

Office of Inspector General - Welfare Fund

Amount of overpaid benefits $22,078,981 $19,000,000 $19,000,000 $19,000,000 $19,000,000 $19,000,000 $19,000,000
collected through various means
Amount of cost savings and $11.51 $12 $12 $12 $12 $12 $12

collections for every dollar spent on
investigative activities

Prosecutions: Resulting cost savings $1,500,345  $1,550,000 $1,550,000 $1,550,000  $1,550,000 $1,550,000  $1,550,000

Administrative Disqualification $590,119 $590,000 $590,000 $590,000 $590,000 $590,000 $590,000
Hearings: Resulting cost savings
Long Term Care Sanctions: $2,149,798  $2,200,000 $2,200,000  $2,200,000  $2,200,000 $2,200,000  $2,200,000

Resulting cost savings
Objective: Prevent, detect and deter fraud prior to an agency's authorization of an individual for program
benefits.

Office of Inspector General - Welfare Fund

Average amount of cost savings per $1,216,215  $1,220,000 $1,220,000  $1,220,000  $1,220,000 $1,220,000  $1,220,000
Welfare Fraud Investigator

Amount of cost savings based on $87,567,454 $88,000,000 $88,000,000 $88,000,000 $88,000,000 $88,000,000 $88,000,000
ineligibility determinations

Program: Prevention and Elimination of Discriminatory Practices
Objective: Increase case settlement rate in comparison to other state Fair Employment Practice Agencies and
the Equal Opportunity Commission.

Human Relations Commission

Predetermination case settlement 34% 37% 40% 43% 46% 49% 50%
rate

Objective: Reduce case processing time to conclude investigations and resolve cases more quickly.

Human Relations Commission

Percentage of cases under 88% 91% 94% 97% 100% 100% 100%
investigation processed within 2
years

Objective: Reduce case processing time in housing discrimination investigations to resolve cases faster
whenever possible.

Number of housing discrimination 49 50 51 52 53 54 55
cases dually filed with HUD that are
closed within 100 days
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Program Measures

2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
Actual Available Budget Estimated Estimated Estimated Estimated

Program: Development of Artists and Audiences

Objective: Increase participation in the arts and cultural progams.

Council on the Arts

Grant applications 1,350 1,350 1,350 1,350 1,350 1,350 1,350
received/reviewed
Grant awards made 1,250 1,244 1,218 1,350 1,350 1,350 1,350

Program: Criminal and Juvenile Justice Planning and Coordination

Objective: Promote the appropriate use and measure the effectiveness of promising approaches and
dispositional alternatives.

Pennsylvania Commission on Crime and Delinquency
Planning and Coordination: Adult:

Percent of active offenders 75% 75% 75% 75% 75% 75% 75%
sentenced to the Intermediate

Punishment Treatment program

successfully completing the

treatment phase of their sentence

(as determined by the court)

Average number of jail days saved 20 6 15 15 15 15 15
per active offender during the fiscal

year through participation in the

Intermediate Punishment Treatment

program

Percent of offenders who 75% 75% 75% 75% 75% 75% 75%
successfully completed the

Restrictive Intermediate Punishment

portion of their sentence

Average number of jail days saved 67 65 65 65 65 65 65
per offender who completed the

Restrictive Intermediate Punishment

portion of their sentence

Planning and Coordination: Youth:

Percentage of youth participating in 48% 48% 50% 55% 55% 55% 55%
research-based programs with a

demonstrated improvement related

to the program’s targeted behavioral

outcome

Percentage of youth with improved 68% 69% 70% 70% 70% 70% 70%
school attendance after participating

in intensive evidence-based

programs

Victim Services:

Percentage of victims who are 82% 86% 86% 86% 86% 86% 88%
satisfied with the services provided

by the Victims Compensation

Assistance program

Number of victims served by victim 149,253 170,000 190,000 210,000 220,000 230,000 240,000
service programs throughout

Pennsylvania through the utilization

of RASA funds
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Executive Offices

Program Measures

2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
Actual Available Budget Estimated Estimated Estimated Estimated

Program: Reintegration of Juvenile Delinquents

Objective: Increase the percentage of juvenile offenders who are in school, are employed, or are engaged in a
vocational activity at the time of case closing.

Juvenile Court Judges' Commission

Percentage employed or engaged in 84.40% 85% 85% 85% 85% 85% 85%
an educational/vocational activity at
case closing

Objective: Increase the percentage of juveniles who successfully complete supervision without committing a
new offense.

Juvenile Court Judges' Commission

Juvenile offenders who completed 8,837 8,660 8,487 8,317 8,151 7,988 7,828
supervision without a new offense

resulting in a Consent Decree,

adjudication of delinquency,

Accelerated Rehabilitation

Disposition, Nolo Contendere, or

finding of guilt in a criminal

proceeding

Objective: Reduce the number of children referred to court by diverting low-risk juveniles from formal court
action whenever possible

Juvenile Court Judges' Commission

Children referred to court 25,568 25,057 24,556 24,064 23,583 23,111 22,649
Commitments as a percentage of 7.70% 7.50% 7.50% 7.50% 7.50% 7.50% 7.50%
referrals

Juvenile arrested for violent crime 3,220 3,156 3,092 3,031 2,970 2,911 2,852
Juvenile cases closed that received 10,593 10,381 10,174 9,970 9,771 9,575 9,384

probation or other services
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LIEUTENANT GOVERNOR

The mission of the lieutenant governor is to perform legislative and
administrative functions as delegated by the Pennsylvania Constitution and
the governor.

The lieutenant governor serves as President of the Senate and
Chairman of the Board of Pardons. In case of the death, conviction or
impeachment, failure to qualify or resignation of the governor, the lieutenant
governor will become governor for the remainder of the term. In case of the
disability of the governor, the powers, duties and emoluments of the office
will transfer to the lieutenant governor until the disability is removed.

Programs and Goals

Executive Direction: To provide an effective administrative system through

which substantive programs of the agency can be accomplished.
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Lieutenant Governor

Organization Overview

LIEUTENANT
GOVERNOR

[
CHIEF OF STAFF

------ Board of Pardons

Director of
Communications

Director of Scheduling

e Board of Pardons exercises exclusive jurisdiction over all requests for executive clemency;
any applicant seeking a pardon or commutation of a sentence from the governor must first
secure a favorable recommendation from the board before the governor may consider the
request.

e Director of Communications articulates the lieutenant governor’s agenda and actions to
the people of Pennsylvania, and oversees the planning and management of the lieutenant
governor’'s many public undertakings.

e Director of Scheduling works closely with the lieutenant governor to develop and
implement the lieutenant governor’s daily schedule; manages all invitations; and ensures
that all logistical arrangements are appropriately handled at each event.

Authorized Complement

2010-11 2011-12 2012-13 2013-14 2014-15
Actual Actual Actual Actual Actual
13 13 13 13 13
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Lieutenant Governor

Summary by Fund and Appropriation

(Dollar Amounts in Thousands)

2014-15 2015-16 2016-17
ACTUAL AVAILABLE BUDGET
GENERAL FUND:
General Government:
Lieutenant Governor's OffiCe........cccviiiiiiiecicce e $ 830 $ 980 $ 987
S XoT: Lo [o ] = - 1o [ o ISR 553 643 668
Total - General GOVEINMENT.....c.vcieeieieiieiesteeiesteeeestesee e sreessesteenseneeas $ 1,383 $ 1623 $ 1,655
GENERAL FUND TOTAL. ettt e e e e e et e e e aeaeees $ 1,383 $ 1,623 $ 1,655

Wpennsylvania E3-3 Governor’s Executive Bubget 2016-2017



Lieutenant Governor

Program Funding Summary

(Dollar Amounts in Thousands)

2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
Actual Available Budget Estimated Estimated Estimated Estimated

EXECUTIVE DIRECTION
GENERAL FUND........ccoecvennnnn. $ 1,383 $ 1,623 $ 1,655 $ 1672 $ 1,688 $ 1,705 $ 1,722
SPECIAL FUNDS........cccoeveneene 0 0 0 0 0 0 0
FEDERAL FUNDS..........c.cecvee. 0 0 0 0 0 0 0
OTHER FUNDS.........ccoveveenne. 0 0 0 0 0 0 0
SUBCATEGORY TOTAL.......... $ 1,383 $ 1,623 $ 1,655 $ 1672 $ 1,688 $ 1,705 $ 1,722

ALL PROGRAMS:

GENERAL FUND........ccecvenn. $ 1,383 $ 1,623 $ 1,655 $ 1672 $ 1,688 $ 1,705 $ 1,722
SPECIAL FUNDS... . 0 0 0 0 0 0 0
FEDERAL FUNDS..........c.cccuee. 0 0 0 0 0 0 0
OTHER FUNDS.........cccovinene 0 0 0 0 0 0 0
DEPARTMENT TOTAL............ $ 1,383 $ 1,623 $ 1,655 $ 1672 $ 1,688 $ 1,705 $ 1,722
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Lieutenant Governor

Program: Executive Direction

Goal: To provide an effective administrative system through which substantive
programs of the agency can be accomplished.

This program provides for the execution of duties
relating to the Office of Lieutenant Governor. These duties
as prescribed by the State Constitution, include presiding
over the Senate; assuming the Office of Governor for the
remainder of governor’s term, if necessary, as a result of
the death, conviction or impeachment, failure to qualify
or resignation of the governor; and serving as chairman
of the Pennsylvania Board of Pardons, which reviews
applications for reprieve, commutation of sentences and
pardons. Through statute, the lieutenant governor also

serves as a member of the Military Base Community
Enhancement Commission, and has been elected by
his fellow commissioners as the chairman. Also, under
statute, the Lieutenant Governor serves as chairman of the
Local Government Advisory Committee, which advises the
Center for Local Government Services in the Department
of Community and Economic Development and the
governor’s administration on the needs and concerns of
local government entities.

Program Recommendations:

Lieutenant Governor

$ 7  —to continue current program.
Board of Pardons
$ 25  —to continue current program.

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

Appropriations within this Program:

(Dollar Amounts in Thousands)

2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
Actual Available Budget Estimated Estimated Estimated Estimated
GENERAL FUND:
Lieutenant Governor’s Office...........cc.cou... $ 830 $ 980 987 $ 997 $ 1,007 $ 1,017 % 1,027
Board of Pardons...........cccoeeviieiiinceninn. 553 643 668 675 681 688 695
TOTAL GENERAL FUND. ................... $ 1,383 $ 1,623 1,655 $ 1672 $ 1,688 $ 1,705 $ 1,722
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ATTORNEY GENERAL

The state constitution provides that the Attorney General shall be the chief law
enforcement officer of the commonwealth and shall exercise such powers and perform
such duties as may be imposed by law.

The Commonwealth Attorneys Act establishes the Attorney General as the chief
legal and law enforcement officer of the commonwealth and provides the following
fundamental duties and responsibilities of the Office of Attorney General:

= To be the commonwealth’'s chief law enforcement officer charged with
responsibility for the prosecution of organized crime and public corruption. This
law enforcement program includes a criminal investigations unit and drug law
enforcement program as well as direction of statewide and multi-county
investigating grand juries and a Medicaid Fraud Control Section.

= To represent the commonwealth and all commonwealth agencies and, upon
request, the Auditor General, State Treasurer and Public Utility Commission in
any action brought by or against the commonwealth or its agencies; to furnish
upon request legal advice to the governor or the head of any commonwealth
agency.

= To review for form and legality all proposed rules and regulations for
commonwealth agencies.

= To review for form and legality all commonwealth deeds, leases and contracts to
be executed by commonwealth agencies.

= To collect, by suit or otherwise, all debts, taxes and accounts due the
commonwealth which shall be referred to and placed with the Attorney General.

= To administer the provisions relating to consumer protection as well as appoint
the Advisory Committee.

= To represent the commonwealth and its citizens in any action brought for
violation of the Antitrust Laws of the United States and the commonwealth.

The Attorney General, in addition, serves as a member of the Board of Pardons, the
Joint Committee on Documents, the Hazardous Substances Transportation Board, the
Board of Finance and Revenue, the Pennsylvania Commission on Crime and
Delinquency, the Civil Disorder Commission and the Municipal Police Officers’
Education and Training Commission.

Programs and Goals

Public Protection and Law Enforcement: To enforce the criminal laws of the
commonwealth; to protect the interests of Pennsylvania citizens in areas of
consumer protection, antitrust enforcement, operation of charitable trusts and
organizations, and civil rights; and to provide legal services to commonwealth

agencies.
|
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Attorney General

Organization Overview

ATTORNEY GENERAL

attorney General || Responaibilty Chief of Stalf
Civil Law Division Management Services Division
Public Protection Division Communications
Criminal Law Division Government Affairs

Office of Military and
Veterans Affairs

Education and Outreach

Constituent Services

e Civil Law Division includes the Litigation Section; Legal Review Section; Financial
Enforcement and Tax Litigation Section; Torts Litigation Section; and Appellate Litigation
Section.

e Public Protection Division includes the Bureau of Consumer Protection; Health Care
Section; Antitrust Section; Charitable Trust and Organizations Section; Special Litigation and
Civil Rights Enforcement Section; Tobacco Enforcement Section; and the Office of
Consumer Advocate.

e Criminal Law Division includes the Bureau of Criminal Investigations; Bureau of Narcotics
Investigation and Drug Control; Bureau of Special Investigations; Appeals and Legal
Services Section; Asset Forfeiture and Money Laundering Section; Criminal Prosecutions
Section; Child Predator Section; Drug Strike Force Section; Insurance Fraud Section;
Medicaid Fraud Control Section; and the Special Litigation Section and Capital Appeals.

e Management Services Division includes the Human Resources Section; Budget and
Finance Section; Comptroller Section; Office Services Section; Litigation Support Section;
and the Information Technology Section.

Reported Complement

(Independent Agency — Complement Not Under the Governor’s Jurisdiction/Control)

2010-11 2011-12 2012-13 2013-14 2014-15
Actual Actual Actual Actual Actual
822 806 798 822 830
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Attorney General

Summary by Fund and Appropriation

(Dollar Amounts in Thousands)

2014-15 2015-16 2016-17
ACTUAL AVAILABLE BUDGET
GENERAL FUND:
General Government:

General Government OPErationsS.........ccceieerieeieerieseeeeie e e se e e neeas $ 41,877 $ 43,197 % 43,285
(F)MediCaid Fraud...........ccuieiiiieeriiiesiiesesee e see e sae e e sieee e snaee e e e s nneeeennees 5,507 8,455 7,908
(F)MAGLOCLEN..... 7,587 7,851 7,979
(A)Reimbursements 24 20 20
(A)MISCEIIANEOUS........eeeeeiiiie ettt ettt s b e e aees 8 6 6

SUDLOtAL ...t $ 55,003 $ 59,529 $ 59,198
(R)Office of Consumer AdVOCALE..........c.cccouiiiiiriiiicie e 5,165 5,268 5,533
(R)Home Improvement Consumer Protection............ccoccuveeveveeerieeessieensnnns 1,693 2,042 2,053

Drug Law ENfOrCemMENT......cccuiii ettt 25,728 26,792 27,097
(F)High Intensity Drug Trafficking Areas............ccccceuu.... 5,131 5,280 5,308
(A)Recovery of Narcotics Investigation Overtime Costs 135 50 50
(A)Miscellaneous......... 8 0 0

SUBLOLAL ..o $ 31,002 $ 32,122 $ 32,455

Local Drug Task FOICES ....coouiiiiiiiee et 12,038 12,234 12,388

Joint Local-State Firearm Task Force. 3,736 3,839 3,910

Witness Relocation............... 1,215 1,215 1,215

Child Predator Interception.. 4,100 4,274 4,445

Tobacco Law ENfOrCement.........oooiiiiiiiiiiiiiieeee e 915 1,364 1,550

MODIIE StrEEt CrIMES ... 2,480 2,562 2,585

Subtotal - State FUNGS.........ceeiiiiiiiiiieee et $ 92,089 $ 95477 $ 96,475

Subtotal - Federal FUNAS. ..........c.ooiiiiiiiiie e 18,225 21,586 21,195

Subtotal - Augmentations . 175 76 76

Subtotal - Restricted REVENUES..........ccceeiiiiiiiiieiieie e 6,858 7,310 7,586

Total - General GOVEIMMENT.....ccuurreeeeeeiitieeteeesertieeeeeeeessiaareeeeeeesnereeeeens $ 117,347 $ 124,449 $ 125,332
Grants and Subsidies:

County Trial REIMDUISEMENT......c.cc.ciiiieieceeie et $ 200 $ 200 $ 200

(R)Reimbursement to Counties - Full Time District Attorney (EA)............... 7,760 8,100 8,100
Subtotal - State FUNGS.........coeeiiiiiieieee e $ 200 $ 200 $ 200
Subtotal - Restricted REVENUES...........ccoiiiiiiiiieiiee et 7,760 8,100 8,100
Total - Grants and SUDSIHIES ...c..cvveveirerierieieice et e et $ 7,960 $ 8,300 $ 8,300

STATE FUNDS. ... ..o s $ 92,289 $ 95,677 $ 96,675

FEDERAL FUNDS. ... .ottt 18,225 21,586 21,195

AUGMENTATIONS. ..ottt e e e e st e e e e s e nnneeeeeeeeennes 175 76 76

RESTRICTED REVENUES 14,618 15,410 15,686

GENERAL FUND TOTAL..tttttttittuiiiiiiiiiiiiii s s ans s senennes $ 125,307 $ 132,749 $ 133,632
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Attorney General

Summary by Fund and Appropriation

(Dollar Amounts in Thousands)

2014-15 2015-16 2016-17
ACTUAL AVAILABLE BUDGET

OTHER FUNDS:

GENERAL FUND:
Seized/Forfeited Property - State Court Awarded............c.cccvevveriveviernseennens $ 7,784 $ 8879 $ 9,282

Seized/Forfeited Property - U.S. Department of Justice... 763 2,014 1,770
Seized/Forfeited Property - U.S. Treasury Department.... 44 580 70
Seized/Forfeited Property - U.S. Homeland Security........ 201 630 540
Investigative Funds - Outside Sources............cccceevuveenne 6,399 7,767 8,203
Public Protection Law Enforcement..... 6,476 11,115 10,845
Community Drug Abuse Prevention Program... 333 952 840
Coroner's EQUCAtioN BOAI...........covuiiiieiiiiitieiiie et 0 75 0
GENERAL FUND TOTAL ...ttt e e $ 22,000 $ 32,012 $ 31,550
CIGARETTE FIRE SAFETY AND FIREFIGHTER PROTECTION ACT FUND:
Cigarette Fire Safety & Firefighter Protection Enforcement..................cc........ $ 50 $ 50 $ 50
HOMEOWNER ASSISTANCE SETTLEMENT FUND:
Housing Consumer ProtECHON. ............cccviviiiiiiiiice e $ 600 $ 600 $ 337
STATE GAMING FUND:
(R)Gaming ENfOrCEMENL........cccueiiiieeiesieeieseeienesieeie e see e nae e e e enee s $ 1,141 $ 1,192 $ 1,232
DEPARTMENT TOTAL - ALL FUNDS
GENERAL FUND.....ciitiiitie ittt ettt ettt sbe e staeaae e snseesaesnseebeesreeanes $ 92,289 $ 95,677 $ 96,675
SPECIAL FUNDS... 0 0 0
FEDERAL FUNDS.....cooiiiiititiiee ettt ettt e e et e e e e e 18,225 21,586 21,195
AUGMENTATIONS . .t e e e e et e e e e 175 76 76
RESTRICTED. ...ttt et e e s et e e e e e s 14,618 15,410 15,686
OTHER FUNDS ...t e e e 23,791 33,854 33,169
TOTAL ALL FUNDS . ..o oottt et $ 149,098 $ 166,603 $ 166,801

Wpennsylvania E4-4 Governor’s Executive Bubget 2016-2017



Attorney General

Program Funding Summary

(Dollar Amounts in Thousands)

2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
Actual Available Budget Estimated Estimated Estimated Estimated
PUBLIC PROTECTION AND LAW
ENFORCEMENT
GENERAL FUND........ccocvennnn. $ 92,289 $ 95,677 $ 96,675 $ 97,628 $ 98,590 $ 99,561 $ 100,543
SPECIAL FUNDS........cccecveneene 0 0 0 0 0 0 0
FEDERAL FUNDS..........c.ceeuee. 18,225 21,586 21,195 21,407 21,622 21,838 22,056
OTHER FUNDS.........ccovevirenne. 38,584 49,340 48,931 48,865 48,989 49,265 49,393
SUBCATEGORY TOTAL.......... $ 149,098 $ 166,603 $ 166,801 $ 167,900 $ 169,201 $ 170,664 $ 171,992
ALL PROGRAMS:
GENERAL FUND........ccecvennnn. $ 92,289 $ 95,677 $ 96,675 $ 97,628 $ 98,590 $ 99,561 $ 100,543
SPECIAL FUNDS... . 0 0 0 0 0 0 0
FEDERAL FUNDS..........c.ccoueee 18,225 21,586 21,195 21,407 21,622 21,838 22,056
OTHER FUNDS........cccoviien. 38,584 49,340 48,931 48,865 48,989 49,265 49,393
DEPARTMENT TOTAL............ $ 149,098 $ 166,603 $ 166,801 $ 167,900 $ 169,201 $ 170,664 $ 171,992
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Attorney General

Program: Public Protection and Law Enforcement

Goal: To enforce the criminal laws of the commonwealth; to protect the interests of
Pennsylvania citizens in areas of consumer protection, antitrust enforcement, operation
of charitable trusts and organizations, and civil rights; and to provide legal services to

commonwealth agencies.

The Attorney General, as the chief law enforcement
officer of the commonwealth, is charged with the
responsibility of investigating and prosecuting organized
crime and public corruption. The agency investigates
and prosecutes criminal activity and uses statewide
investigative grand juries as appropriate. Approximately
70 cases are presented each year to the Statewide
Investigating Grand Jury. The Office of Attorney General
works with the State Police to curtail drug abuse in the
commonwealth by apprehending illegal drug traffickers.
The Office of Attorney General also prosecutes and
investigates insurance fraud and is responsible for
the investigation and prosecution of Medicaid fraud,
environmental crimes and cases referred by district
attorneys across the state that have a conflict of interest
or lack the resources to prosecute certain crimes.

Other major program activities involve decreasing the
incidence of fraud and deceptive business practices as well
as securing recovery of damages to the commonwealth and
its citizens; encouraging free enterprise and competition;
investigating and prosecuting consumer fraud, unfair
trade practices, antitrust violations, civil rights violations
and charitable scams; and providing for representation of
the consumer in utility rate proceedings before the Public
Utility Commission through the Office of the Consumer
Advocate. The Consumer Advocate represents the
consumer in cases such as competition in the electric, gas
and telecommunications industries, filings of alternative
regulatory plans by telephone utilities, purchased gas
cases and filings by major natural gas pipelines.

The Office of the Attorney General represents the
commonwealth in any action brought by or against the
commonwealth or its agencies, particularly tort claims.
The agency protects the children of Pennsylvania against

predators by identifying, investigating and capturing online
child predators using proactive, undercover operations.
The agency enforces the Tobacco Settlement Agreement
Act, defends enforcement in arbitration proceedings,
and polices the Master Settlement Agreement fully and
aggressively.

The County Code provides for full-time district
attorneys under certain conditions. The annual salary
to be paid the full-time district attorney is set at $1,000
less than a common pleas court judge in that county. The
commonwealth reimburses counties for 65 percent of
the salary for the full-time district attorney through court
document surcharge revenues deposited into the Criminal
Justice Enhancement Account.

The Joint Local-State Firearm Task Force comprised of
the Philadelphia District Attorney’s Office, the Philadelphia
Police Department and the Office of Attorney General
was established to fight gun violence in the Philadelphia
area. Mobile Street Crimes provides deployment of
resources and experience in combating organized drug
trafficking and drug related violent crimes from targeted
neighborhoods and municipalities.

The Municipal Drug Task Force program contributes
to Pennsylvania’s efforts in combating both local and
widespread drug trafficking operations. Municipal police
officers are trained in drug enforcement procedures and
benefit from the expertise provided by the Bureau of
Narcotics Investigations.

The Home Improvement Consumer Protection Act
requires home improvement contractors to register with the
Bureau of Consumer Protection. The agency investigates
alleged violations regarding home improvement contractors.
The Homeowner Assistance Settlement Act authorizes the
agency to provide housing consumer protection programs.

Program Recommendations:

GENERAL FUND
General Government Operations

$ 88  —to continue current program.
Drug Law Enforcement

$ 305 —to continue current program.
Local Drug Task Forces

$ 154  —to continue current program.

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

Joint Local-State Firearm Task Force

$ 71  —to continue current program.
Child Predator Interception
$ 171  —to continue current program.
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Attorney General

Program: Public Protection and Law Enforcement (continued)

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

Tobacco Law Enforcement This budget also recommends the following from restricted accounts in
$ 186  —to continue current program. the General Fund.

Mobile Street Crimes Office of Consumer Advocate
$ 23  —to continue current program. $ 265  —to continue current program.
Witness Relocation and County Trial Reimbursement Home Improvement Consumer Protection
appropriations are recommended at the current year funding $ 11 —to continue current program.

levels.

The Reimbursement to Counties — Full Time District Attorney (EA) is recommended at the current year funding level.

Appropriations within this Program: (Dollar Amounts in Thousands)
2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
Actual Available Budget Estimated Estimated Estimated Estimated

GENERAL FUND:

General Government Operations .............. $ 41,877 $ 43,197 $ 43,285 $ 43,718 $ 44,155 $ 44597 $ 45,043
Drug Law Enforcement..........cccooveviiiiinenne 25,728 26,792 27,097 27,368 27,642 27,918 28,197
Local Drug Task FOrces.........cccocevrueiiinenne 12,038 12,234 12,388 12,512 12,637 12,763 12,891
Joint Local-State Firearm Task Force........ 3,736 3,839 3,910 3,949 3,989 4,028 4,069
Witness Relocation..........cccccveevviieeiiinns 1,215 1,215 1,215 1,215 1,215 1,215 1,215
Child Predator Interception............c.ccccu... 4,100 4,274 4,445 4,489 4,534 4,580 4,625
Tobacco Law Enforcement. 915 1,364 1,550 1,566 1,581 1,597 1,613
Mobile Street Crimes.........ccocvvvrererieinnnns 2,480 2,562 2,585 2,611 2,637 2,663 2,690
County Trial Reimbursement..................... 200 200 200 200 200 200 200

TOTAL GENERAL FUND .......cccvnene. $ 92,289 $ 95,677 $ 96,675 $ 97,628 $ 98,590 $ 99,561 $ 100,543
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Attorney General

Program Measures

2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
Actual Available Budget Estimated Estimated Estimated Estimated

Program: Public Protection and Law Enforcement

Objective: Curtail drug abuse in the commonwealth by apprehending illegal drug traffickers.

Local drug task force arrests 8,472 9,000 9,000 9,000 9,000 9,000 9,000

Drug arrests resulting from Grand 146 150 150 150 150 150 150
Jury presentments

Objective: Increase compliance by estates, charities, nonprofits and health care conversions with established
rules and regulations.

Review of estates, charities, 1,928 2,120 2,120 2,120 2,120 2,120 2,120
nonprofits, and health care

conversions for compliance with

rules and regulations

Objective: Decrease incidence of fraud and deceptive business practices and secure the recovery of damages to
the commonwealth and its citizens.

Consumer complaints concerning 26,591 26,600 26,600 26,600 26,600 26,600 26,600
business practices investigated and

mediated

Dollar value of recoupment to $3,652 $3,660 $3,660 $3,660 $3,660 $3,660 $3,660

consumers regarding business
practices (in thousands)

Consumer complaints concerning 2,513 2,520 2,520 2,520 2,520 2,520 2,520
business practices - health care

industry

Dollar value of recoupment to $1,270 $1,270 $1,270 $1,270 $1,270 $1,270 $1,270

consumers regarding business
practices - health care industry (in
thousands)
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AUDITOR GENERAL

The mission of the Auditor General is to post-audit the affairs of state
government agencies and certain local government agencies, officials and
organizations.

The objective is to ensure conformance with established legislative and
administrative regulations and to assure that all money has been disbursed
legally and properly. In addition, the Auditor General examines the accounts
of revenue collecting agents to ensure that all money due the commonwealth
was reported and transmitted properly.

Programs and Goals

Auditing: To ensure that all revenue to which the commonwealth is entitled
is deposited in the State Treasury and that public money is disbursed
legally and properly.

Municipal Pension Systems: To assist municipal pension systems through
review and audit of their pension funds.
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Auditor General

Organization Overview

AUDITOR GENERAL  [----1 Board of Claims

[
Chief of Staff/Deputy Auditor General for Administration

Chief Deputy A.G. Deputy A.G. for Budget & Human Quality Control
Counsel for Audits External Affairs Financial Mgmt. Resources & Training
Regional Offices Information Technology
(NW, SW, NE and SE) & Support Services

e Board of Claims arbitrates claims against the commonwealth arising from contracts entered into by the
commonwealth and adjusts and settles certain other claims by or against the commonwealth.

o Office of Chief of Staff/Administration Deputate provides leadership and direction to the Chief Counsel,
Deputy Auditor General for Audits, Deputy Auditor General for External Affairs, and Regional Directors and
also to the Directors of Budget & Fiscal Management, Human Resources, Quality Control & Training, and
Information Technology & Support Services.

o Office of Chief Counsel provides legal advice and support to the Auditor General, Deputy Auditor Generals
and the bureaus within the department.

e Deputate for Audits manages eight bureaus that perform audits to improve overall government
accountability, transparency, and the effective use of taxpayer dollars. Audits include Financial and
Performance audits, and Attestation engagements to ensure that all monies spent by the commonwealth are
spent legally and efficiently to serve the Pennsylvania taxpayers.

e Regional Offices are located in Northwest, Southwest, Northeast and Southeast Pennsylvania.

o Deputate for External Affairs oversees the department's communications and media, as well as its work with
the legislature, citizens, and groups and organizations interested in the department’s work.

e Office of Budget and Financial Management provides operational support including budgeting, accounting,
payroll, and accounts payable. The office also manages the Municipal Pension State Aid and Volunteer
Firefighters’ Relief Association State Aid Programs and provides budgetary and administrative support to the
Board of Claims.

e Office of Information Technology and Support Services manages the IT network infrastructure, including
telecommunications; develops and supports systems applications and databases; processes all
procurements; and manages the vehicle fleet, archives, internal storeroom, mailroom, and physical facilities.

e Office of Human Resources administers all employment-related activities from pre-hire to retirement and
assists with the development, implementation, and administration of personnel policies, rules, and programs.

e Office of Quality Control & Training oversees the maintenance of the department’s system of quality
control in accordance with Generally Accepted Government Auditing Standards (GAGAS) issued by the
Comptroller General of the United States and conducts the required internal monitoring efforts. The office
also oversees the various training activities to ensure compliance with GAGAS continuing professional
education requirements

Reported Complement

(Independent Agency — Complement Not Under the Governor’'s Jurisdiction/Control)

2010-11 2011-12 2012-13 2013-14 2014-15
Actual Actual Actual Actual Actual
635 609 575 496 491
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Auditor General

Summary by Fund and Appropriation

(Dollar Amounts in Thousands)

2014-15 2015-16 2016-17
ACTUAL AVAILABLE BUDGET
GENERAL FUND:
General Government:
Auditor General's OffiCe.......cciiiiiieiiiiect e $ 41,389 $ 42,720 $ 43,596
(A)Reimbursement Auditing SEIVICES.......ccueeiiireeiiiieesieeessreeesiee e s neeeenees 13,345 11,026 11,521
Information Technology Modernization.........cc.cceeeiiiiriiiieeiiiee e 1,750 1,750 3,000
SUBLOLAL ... e enee st $ 56,484  $ 55,496 $ 58,117
Security and Other Expenses - Outgoing GOVErnor.........ccooevcveenvenveennne. 85 0 0
BOArd Of ClaMS....ccoiiiiiiiie et 1,640 1,846 1,846
Subtotal - State FUNAS........cooviiiiieee e $ 44,864 $ 46,316 $ 48,442
Subtotal - AUGMENTALIONS. ......cocviiiiiiie et 13,345 11,026 11,521
Total - General GOVEIMMENT.....c..iiirierieeieieree ettt $ 58,209 $ 57,342 % 59,963
STATE FUNDS ...ttt e e et e e e e e et e e e e e e s snneraees $ 44,864 $ 46,316 $ 48,442
AUGMENTATIONS . ...ttt ettt sttt e et e e nnne e e e 13,345 11,026 11,521
GENERAL FUND TOTAL. ...ttt $ 58,209 $ 57,342 % 59,963
OTHER FUNDS:
MUNICIPAL PENSION AID FUND:
MUNICIPal PENSION AG.........iiiiiiiieiieie et ne $ 266,064 $ 263,427 $ 266,062
DEPARTMENT TOTAL - ALL FUNDS
GENERAL FUND ..ottt sttt $ 44,864 $ 46,316 $ 48,442
SPECIAL FUNDS. ...ttt 0 0 0
AUGMENTATIONS 13,345 11,026 11,521
OTHER FUNDS ...ttt ettt 266,064 263,427 266,062
TOTAL ALL FUNDS......ooitiiiitetiese ettt ettt be b e $ 324,273 $ 320,769 $ 326,025
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Auditor General

Program Funding Summary

(Dollar Amounts in Thousands)

2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
Actual Available Budget Estimated Estimated Estimated Estimated
AUDITING
GENERAL FUND........ccoecvennnnn. $ 44,864 $ 46,316 $ 48,442 $ 45,896 $ 46,355 $ 46,819 $ 47,287
SPECIAL FUNDS........cccoeveneene 0 0 0 0 0 0 0
FEDERAL FUNDS..........c.cecvee. 0 0 0 0 0 0 0
OTHER FUNDS.........ccoveveenne. 13,345 11,026 11,521 11,636 11,752 11,870 11,989
SUBCATEGORY TOTAL.......... $ 58,209 $ 57,342 $ 59,963 $ 57,532 $ 58,107 $ 58,689 $ 59,276
MUNICIPAL PENSION SYSTEMS
GENERAL FUND........cccocvvenie, $ 0% 0% 0% 0% 0s$ 03 0
SPECIAL FUNDS.........ccceevnne. 0 0 0 0 0 0 0
FEDERAL FUNDS...........c.c..... 0 0 0 0 0 0 0
OTHER FUNDS.........cceccveieene 266,064 263,427 266,062 266,062 266,062 266,062 266,062
SUBCATEGORY TOTAL.......... $ 266,064 $ 263,427 $ 266,062 $ 266,062 $ 266,062 $ 266,062 $ 266,062
ALL PROGRAMS:
GENERAL FUND........cccocvveneen. $ 44,864 $ 46,316 $ 48,442 $ 45,896 $ 46,355 $ 46,819 $ 47,287
SPECIAL FUNDS... . 0 0 0 0 0 