COMMONWEALTH OF PENNSYLVANIA

OFricE OF THE GOVERNOR
HARRISBURG

THE GOVERNOR March 4,2003

To the People of Pennsylvania:

Pursuant to Article VIIIL, Section 12 of the Constitution of Pennsylvania, and Section
613 of the Administrative Code of 1929 (71 P.S. Section 233), [ am transmitting to your
representatives in the General Assembly my proposed budget for Fiscal Year 2003-2004.

Over the past several years, Pennsylvania’s economy has staggered under the weight of
new challenges and long-standing burdens. We have weathered a sudden and wrenching
period of economic recession. We are struggling to cope with the impact and aftermath of the
devastating attacks of September 11,2001. Economic growth remains fitful. Job losses continue
to mount. Working families and seniors are suffering as the prospects for a real economic
recovery recede further into the future.

Real and substantial change is needed if we are to weather this storm and emerge as an
economic leader among states. Too many of our best and brightest young people continue to
leave this Commonwealth to build their lives elsewhere. Our schools are in great need of our
increased support, and we need those schools to teach our students how to achieve at higher
levels than ever before. Our economic infrastructure must be transformed, so our industries
can remain competitive in the new global economy, and our people can find work with decent
wages and positive prospects for the future.

But first, we must get our fiscal house in order.

In Fiscal Year 2003-04, we face a third consecutive year of revenue shortfalls and double
digit increases in key expenditure areas like health care and social services. Without corrective
action, weak revenues and inflationary forces will combine to create a budget deficit next year
in excess of $2.4 billion dollars. Over the past two years, the growing structural gap in the
Pennsylvania state budget was addressed using one-time revenue sources, in the hopes that
economic recovery would spare us the need to make hard choices in order to bring the budget
back to stable recurring balance.

It is now clear that this is not going to happen and hard choices cannot be avoided.
Therefore, the budget I submit to you today lays bare the budget choices we face as a result of
our current economic condition.

Without question, our first imperative must be to make government more efficient and
more effective, doing more with less. This budget responds to that challenge by making a ten
percent across-the-board reduction in the cost of government — a reduction that will decrease
the size and cost of government administration in virtually every state department and agency.




Unfortunately, this reduction is not enough to bring the budget into balance, because the
gap between current state expenditure levels and forecast state revenues is so large. To
balance the budget within the confines of existing revenues, other cuts are also necessary,
painful cuts that reduce support for social service programs, institutions of higher learning,
cultural institutions, and many other state agencies, programs and services.

We face these challenges because we must. But no one should think that this current
budget is the last word with respect to Pennsylvania’s future. Pennsylvania’s citizens and
businesses deserve better and I have promised them more. I know that we can realize our
hopes for a brighter future and revitalize Pennsylvania’s economy. While the budget outlined
herein addresses the painful reality of our current fiscal condition, the short-term pain embodied
in this budget can be reduced and overcome through a plan for Pennsylvania’s long-term
growth and revitalization.

Our current budget deficit is only a symptom of our larger economic problems. And so
too, by shaping a balanced budget we only take a first step to pave the way for a real and
sustainable economic recovery in Pennsylvania.

There is an achievable path to Pennsylvania’s economic recovery, and it will require
substantial and strategic investment in economic development and job growth, increased
investment in our public schools tied irreversibly to rigorous accountability and high expectations,
and tax reform and property tax relief for local school districts and taxpayers. These are the
elements we need to put in place in order to build a sound foundation for our future prosperity.
Over the coming weeks, my administration will propose new programs designed to stimulate
our economy, bring property tax relief across the Commonwealth, and make increased
investments in effective and imaginative improvements to the education of our children. And
we will identify the resources required to achieve these essential goals.

While we will never flinch from making tough choices to reduce spending, cut waste and
increase our taxpayers’ return on their investment, we must also understand that the current
budget proposal represents only the beginning of a new day for Pennsylvania. While our
current realities are sobering, it is with a great sense of optimism that we can look forward to
working together to achieve the revival of our economy, the renewal of our communities, and
the rekindling of our belief that we can chart a better future for the next generation.

Sincerely,

Edunnd & Gl

Edward G Rendell
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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, table \
of contents and a reader’s guide which explains the budget process, structure of the budget and various terms used in the
budget.

A. Overview and Summaries

Provides an overview of program and financial goals and administration policies. It discusses the economic outlook,
major operating funds and overall complement. It summarizes the budget for several major Commonwealth funds including
the General Fund, Motor License Fund, Environmental Stewardship Fund, Lottery Fund, Tobacco Settlement Fund and
Budget Stabilization Reserve (Rainy Day) Fund. It also provides summary information regarding 2003-04 Program Policy
Direction and Budget Themes, Federal Block Grants, Public Information & Communications and selected other summaries.

B. Program Budget Summary

Provides a summary of the 2003-04 Budget by major revenue source and provides information for each major program by\
component categories and subcategories (subdivisions of programs).

C. Summary by Fund

Provides a summary for the General Fund, the major operating fund of the Commonwealth, and twelve selected speciaﬁ
funds. Detailed data regarding revenues and a summary of expenditures for each individual fund is presented. 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. Program performance measures\
including impacts, workload, outputs and need/demand estimators for those programs administered by the agency are
presented.

F. Capital Budget

Provides detailed information by agency regarding proposed capital budget projects recommended in 2003-04. In addition,\
proposed funding sources and amounts needed to support the entire capital program for the next five years are listed.

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 for the actual, available\
and budget years. It also provides a brief description by agency and appropriation of the changes recommended in the
budget.

J. Statistical Data

Provides historical data for various Pennsylvania economic indicators.

J:BUDBOOK\Section Tabs iv



Table of Contents

PREFACE
GOVEINOI'S LEILEI ...t b b e bbb bbb e b n e bbb i
Distinguished Budget Presentation AWAIU .........cc.ceiiieiieieciiieeseseee et sa et s e s nens iii
Overview of Sections Within the BUAQEL ...t bene s iv
TADIE OF CONTENTS ...ttt v

Reader’s Guide:

Commonwealth of Pennsylvania Organization CRart............cocoirriineeenese e Xviii
THE BUAGET PrOCESS.....o ettt e ettt b et b et e Rt e s bt b Rt ee e bt n b XixX
The Capital BUAGET PrOCESS. ..ottt ettt XX
The STrUCLUIE Of the BUAGEL ..ottt XXii
Budgetary BasiS Of ACCOUNTING.......cciiiiieiieiitisiee ettt ae st et s te e sesae e st e e esesteseabeseesessaseabessesessaneas XXviii
GAAP BasSiS Of ACCOUNTING.....ciiueiiieietiiteietet ettt st s e et e st e s b e e tessesesbe st etessesesse s etessenestesesessensetesaensssensaseseenes XXviii
Terms Used iN the BUAQET PrOCESS.......coi ettt n e XXIX
Federal Funds Identification XXX
A. OVERVIEW AND SUMMARIES
Overview of Program and Financial Goals and POlICIES. ..o A3
Statements:
Seven Year Financial Statement — General FUNG ... Al9
Seven Year Financial Statements — Special Funds A20
Seven Year Department Summary by FUN.........ccooooiiiinieecere e A24
Seven Year Commonwealth Program Summary — General and Special Funds .........ccccccooeveiiinncnenne. A28
Dollar Chart by Program — General and Special FUNAS .........cccoiiriiiiee e A29
Seven Year Commonwealth Program Summary — General FUNG ... A30
Dollar Chart by Program — General FUNG...........cooiiiec e A3l
Program Summary — GeNETal FUNG ... A32
Dollar Charts — General Fund, INCOME and OULJO .......cccceiiirieiiiiieerec ettt sa e reneas A33
Dollar Chart by Character of Expenditure — General FUNd............ccooi e A34
2003-04 Fiscal and Program Policy Direction:
2003-04 Fiscal and Program POlICY Dir€CHON..........ccoiiiiiirieerieiriesee et s A36
FEAETAI BIOCK GrantS.....couiiciiiirieicesset ettt bbbttt bt ne et e b A39
Public Information and COMMUNICALIONS ........oueuiiiiirieiirireeeerre et A57

\/



Table of Contents

B. PROGRAM BUDGET SUMMARY

Summary of Revenues and EXpenditures — OPEIatiNng .......cccoerrereirerieie et e e e sessesseneas
Seven Year Summary of Commonwealth Programs — Operating and Capital...........c.cccovmeerenneencnennenne
Direction and SUPPOITIVE SEIVICES ......c.coiriiieiiiririeieiese ettt b sttt b e nn bt en e
Protection 0f PErsons and PrOPEITY.... ...ttt
Education.........cccoeevnninineninnnen.
Health and Human Services
[=ToTo] gl ] g alTo DIV Z=] (o] o 4 1T oL ST SO SO U SRRSO T SRR
Transportation and COMMUNICATION ......c.oiiiiireecrtee ettt s ae e b e st se e seeae s b et be e enesbeneas
Recreation and Cultural ENFICAMENT...........ciiieireeeeese e

C. SUMMARY BY FUND

General Fund

FINANCIAI STAIEMENT. ..ottt sttt e e e st s te e e aeseeneebe e eaeseeseebe e esesseneabeneenenbaneas
Notes on Financial Statement

State Funds by Department.......
Federal Funds by Department
AugmeNntations DY DEPAITMENT........cc.ci ittt e bbb et e b e se e e
General FUNA REVENUE SUMIMAIY ......coiiiiiiieeiiereeie ettt e e et s aesesse e sbesee e ste e esestenesbeseeneseeneaseseenes
Adjustments t0 REVENUE ESHMALE ..ottt e e et e e e s e
Revenues

Motor License Fund

FINANCIAI STAIEMENT. ..ottt sttt e e e st s te e e aeseeneebe e eaeseeseebe e esesseneabeneenenbaneas
SUMMATY DY DEPAITMENT......ciiiteiiiieeieitr etttk bbb e bt e bkt st b bt b b et e bt es
Motor License FUNA REVENUE SUMMIATY .....cciiieiiieiriesieiesieisessesessesssesaessssessesesaessssessessssessssessesessessssessesessanens
Adjustments t0 REVENUE ESHMALE .......c.ccuciiieiieiei ettt a e bt e b ne s e e e
REVEINUES ...ttt et bR R R e e h e as e s e b e R e e b€ e b e e b e e b e e h e e e e e e R e e e R e eb e e b e eneene e s e s e b e nn

Banking Department Fund
FINANCIAI STAIEMENL. ...ttt h et b e e ae b et bt e e st s b e e bt sbene e b et ebe st ene b et eneebeneas
SUMMATY DY DEPAITMENT. ...ttt et et e e e st e b e e e b e seene et e e eaeseenesbeseeneseeneeneseenes
REVEINUES ...ttt h ettt e e e e s E e e Rt e Rt e heeaeeae e s e e s b e b e eE e eheeb e e b e e aeeRe e e e e e aeeebeabeebeaneeneens et anbannas

Boat Fund
= LaTo = ] = N (=10 1= | TSRS
SUMMATY DY DEPAITMENT......ciiiieiiiiietees ettt b et bbb e bt e skt e b b st b et e st es
REVENUES ...ttt st h e bttt e bt e bt e s bt et e e ab e eae e e bt e nh e e b e e e bt e et e n b e eabeeneenaseebeenaeenbeenbeenbeeneenas

Environmental Stewardship Fund

FINANCIAI STALEMENT ..ottt be s et et e besbesbesbesbeebessse e eseabeabeabeabeebsensensensensantas
Summary by Department
REVENUES ...ttt et e e e ettt e e e te e e e te e e ebeeeaaeeeeabeeeabeeaaseeeaabeesseseasseesabeesseseasseesabeesnseseasseesnseseseeensnes

Farm Products Show Fund

FINANCIAI STALEIMENT........oeceeeceeeceeece ettt ettt ettt et e st e e te et e e stesaeeeseesbeeaseesbeenseessesasesssesasesseesseesseesseenseensenns
SUMMATY DY DEPAITMENT......ceiiiteiiireeteieer ettt ne e st a bbb e ne b nesn b s
REVENUES ...ttt ettt e e e e et e e et e e e tee e e be e s beeeabbeeeabeesbee e asseeeabeeeabeeesseesabeesabeeeasseeenbeeenbeeenseesnbessseesnnres

Fish Fund

FINANCIAI STAEIMENT......ccti ittt st e eae e et et et e sbesbesbesbeereeseessesessesbesbesaeeaeensensensentaneas
SUMMATY DY DEPAMMENL. ...ttt a ettt e s s e st st et et e st e st ete s ese st enesbesaenssreneaneseenis

Vi

BS
B6
B8
B9
B11
B12
B13
B14
B15

C5
C6
C8
C9
C10
Cl1
C12
C13

C30
Cia1
C33
C33
C34

C42
C42
C43

C48
C48
C49

C52
C52
Cs3

C56
C56
C57

C60
C60



Table of Contents

REVENUES ...ttt ettt ettt e e e e et e e e te e e s beesebeeeatbeesabeesbeeeasseeaabeeebeeeasseeaabeesabeeeasseeeabeeenbeeeanseesnbeesnseesnnres

Game Fund

T ToT = ] F= 1 (=T 0[] ) AR
SUMMATY DY DEPAIMENL ...ttt ettt e b et et et et e s b ese et e s ebe st enesbesaenssreneeneseenis
AV L=T oL U T PSR PR

Keystone Recreation, Park and Conservation Fund

Financial Statement..............
Summary by Department
REVENUES ...ttt e e e ettt e e et e e e teeseteeeeseeeeabeeeabeeaasseeaabeesseseasseeaaseesseeeasseesnbeesnsessasseesnseesseeennnes

Lottery Fund

FINANCIAI STAIEMENT. ...ttt ae et e e e st st et e aeseeneebe e eaeseemeebe e eneseeneabeneenesbaneas
SUMMATY DY DEPAITMENT.... ettt ettt e b et e s b et e b bt e et bt e sn et es
REVENUES ...ttt h e s sttt e bt e bt e bt e e e e as e eae e e b e e e bt e eb e e e bt e b e e bt e s e eaeesaseeseenheenbeenbeenreenrenas

Milk Marketing Fund

FINANCIAI STAEIMENTL.... .ottt s e s s be e e aeeas e b et e besbesbesbesbeereessessesebesbesbesbeaseensensensansantas
SUMMATY DY DEPAIIMENT. ..ottt ettt aese st et et e e eseebe s ese st ensebesaenssreneereseenis
Revenues

Racing Fund

FINANCIAI STALEIMENT........oi ettt e et e et e e be et e e atesaeeebeesbeeabeesbeeseessesasesssesasesseesasesseesseenseensenns
SUMMATY DY DEPAITIMENT. .. .ottt ettt b et b e e e ae e b e e et e seeneeb e e eae st eneebeseeneseeneaneseenas
REVENUES ...ttt et e ettt e e e tee e e te e s eteeeaaeeeeabeeeabeeaasseeeabeesbeeeasseeaabeesaseeeasseesnbessseeeasseesnseesseeennns

Tobacco Settlement Fund

FINANCIAI STALEIMENT........oeceee ettt ettt e bt e st e et e et e e e e eaeeebeesbeesbessbeebeessesatesseesasesseesbeesseesteenseenseans
SUMMATY DY DEPAITMENT......ciiititiiieeteieiri ettt b et e bt e ekt st b b et b et e bt es
AV L=T oL UT= PRSP

D. TAX EXPENDITURES

TaX EXPENUITUIE ANGIYSIS woeiiiiieeieiieiietiese sttt e bt e et b ket a bt ae bt enennnes
(1 =To T =T foTo | =10 K= OSSPSR

(Ofe] g oTo] 1A T0] 4 I Ir= V(= TSRS
COrPOrate NETL INCOMIE. ...ttt e et e e e eb e e b e e bt e ae e e e s e b e b e e besbeebeerense e e e e e neees
Capital StOCK/FOreign FranCRISE.........ciiiiieiirseirre et
ULIlItY GrOSS RECEIPES ....vviieceeiiirtete ettt bbbt e b bbbt bbbt
PUDBIIC ULIILY REAITY.....ceeveeiiieeeeee e bbbttt b et b et n bt
INSUFANCE PTEMIUITIS c..veiiiiiieieirieiet ettt b et bbb e bR e b e bkt e bbb b et b et b et
Bank and Trust COMPANY SHATES ........ccciieiiiee ettt sttt se b st e s b e e esesbeseabesaenesbeneas
MUtUA] THEIFE INSTIEULIONS ...ttt et b e et b e e b e et e b e e e b s b e e e b e e enenbeneas

ST LT T Lo B U LTSI -

General/Personal EXPENILUIES ........coo ettt a et et e et st e e b e st et st e st ene e et ebeneenas
FUEIS AN ULIHTIES ...ttt et n e ne et

i

C66
C66
C67

C72
C72
C73

C76
cr7
C78

c82
C82
C83

C86
C86
c87

C90
ca1
C93

D4

D6

D11

D11
D15
D21
D23
D26
D28
D29

D30

D30
D37



Table of Contents

0] (o] @Y (=] T [Ty AV A =TT Y] £ TSR D39
LR LT L L] = (TR D41
Production EXPENAITUIES ......ceiiiiiiiieeiteiee sttt ettt a sttt e st seste e ebe st esesbe e esesaeseebesaesesseseabessesenbaneas D42
(@1 1= SOOI SP D44
(O =T =] = I D OSSR D55
MBIT BEVETAGE TAX 1.eteuiuiieieuirisiesesese sttt bbb es et b et e b st s b st ne b b s e e e b e R b et e bbb b st st b bt e nn b et e n s D56
LIQUOT TAX tttttitteteteisee ittt ettt h bRt 8 bR E b b s e AR e R b et e bbb b sttt b bt e e b et e r b D57
[od TS oY g = I [aToTo Yo 0TI 1K= VS D57
EXCIUSIONS FrOM INCOMIE ..ottt ettt ettt e e s ae e e beeebeesbeesbeebeesbesabesseesasesseesaeesbeesteenseensenns D57
(O =T o 11 £SO D64
S (] =N (=10 1= V=T TR D65
REAILY TrANSTEI TAX 1iuiiuiiiiiciiiieii ettt ettt et e e b e s e e ae e b e e ebe et ese e b e e ese st eseebe s esesbesses e s esestensetensesessennns D66
INNEIITANCE TAX..uiitiiteiiieiieiiti it ittt et et e e stesbesbesbesbesbeeseeaesse st e sbesbesbeebeeaseasensenbebeabeabesbeeasessessassesbesbesbesbesbeennennensensens D70
Family Related Exemptions and Exclusions D70
Personal EXCIUSIONS aNd DEAUCTIONS .....cc.ooveiiiieieceec ettt et ete et ee st ste e saeesaeetesatesaassassssessaeesbessteenseenseens D73
Business Related EXClUSIONS aNd DEAUCTIONS ......cccciiviiiiiieciccee ettt e e s bbb e reeas D76
OLNEI EXCIUSIONS ....uvcviiiectecte sttt ettt sttt be et e b e st et e sbesbesbesbeeseesaebesbesbeabeebeebeeasensensenbenbesbesbesbesbanaeeseeseeseeses D76
LiQUid FUEIS BN FUEIS TAX....eiiiereiiririeieiresieiiise ettt ettt n et D78
Oil COMPANY FIANCRISE TAX . .eviuiieriireiiiireereitresi ettt e s e s a bt ne s bt ne b b e e e b e e n s D78
ALEINALIVE FUBIS TaAX.ciutiiitiiiecie e eee e sttt et ete et e et e et e st e eaeeeseesbeesaeesseesbe e seebesnseessesassessssaseasessreesseesaesaseesesnseensenns D78
MOLOr CarriersS ROAA TAX/IFTA ... oottt ettt et e et eetesatesaeeeaeesaeesbeeaseesbeeteesbesnseessesnseassesreseseesaesses D84
LY (o] (o @AY= T Tod L=l @ Yo [T D89
LATE=To L= T T 1= OSSPSR PSPPSR D93
Yo LT EST o] g E TRl I VTR D93
Unemployment Compensation INSUFANCE TAX ..c.oveirriireirerieieiresieseesesee e sesns D94
Public Transportation ASSISTANCE FUNG ..o D95
PUDIC ULHITY REAITY TAX 1.euvviuiiriereiirisieteiresietee sttt ettt b et neen e nn e en e D95
Motor Vehicle Lease Tax and Motor VEhicle RENtAl FEE........ooi et D97
LRI LTSS D100
E. DEPARTMENT PRESENTATIONS
[0 XV Z=T 8 a Lo AT i L] R E1.3

viii



Table of Contents

Summary by FunNd and APPrOPrIAtiON...... ..ot b e E1.5
Program FUNAING SUMIMAIY ..ottt e b et s et bbb s e b e st es E1.6
EXECULIVE DIFECLION. ..ottt bbb bbb bbb bbbk bbb bbb bbb E1.7



Table of Contents

EXECULIVE OFfICES ..ttt bt b e bbb et bt b e st e b e b e b e b et e b e b e bt e b e e et e e e st nee e ee E2.1
Summary by FunNd and APPrOPrIAtiON...... ..ot b e E2.3
Program FUNAING SUMIMAIY ..ottt e b et s et bbb s e b e st es E2.7
EXECULIVE DIFECLION. ..ottt bbb bbb bbb bbbk bbb bbb bbb E2.9
[T Tz LS oY/ (o= RSSO E2.13
Prevention and Elimination of Discriminatory Practices " E2.14
Development Of ArtiStS @nd AUGIENCES ..ottt et s e et b et be e bese e b E2.16
Criminal and Juvenile Justice Planning and CoordiNation ..........cococierereenennereeeseese e E2.17
Reintegration of Juvenile DElINQUENTS ..........cviiiiieireer e E2.21

LI@UEENANT GOVEIMION ...ttt sttt sttt a et b e e ae b et b e s e e st b e e eh e e b e s e b et e b e b e s e eb e s e b e e b e st e b e b e bt et e e et e s e st st e e ee E3.1
Summary by FunNd and APPrOPrIatioN.........ccieieirrieieirer s E3.3
Program Funding Summary E3.4
EXECULIVE DIFECLION. ..ottt bbb bbb bbb bbb bbbt E3.5

ATLOTNEY GEIMEIAL ...ttt R e R s R b e Rt e bRt s e R et b et e e R et aenn b et e nes E4.1
Summary by FuNd and APPropriation............cccceiiieeiieieiesiee et ss s st asebesae e re e enesaens E4.3
Program FUNGING SUMIMEIY .....c.ooiiiiiieieesters ettt eae et e st sb et bt see st s be e eaeseeseebeneesesbeneabensenesbeneas E4.5
Public Protection and Law ENfOrCEMENT ..ot E4.6

AUAITOT GEIMETAL......iuiiiiiiiiictc ettt ettt ettt E5.1
Summary by FUuNd and APPrOPIALION. ........cow ettt et e sesbe e ae e e e beseenesee e eneseenes E5.3
Program FUNAING SUMIMAIY ...ttt s et s s naen e ne s b s E5.4
AUGIEING -ttt bbb e e b e R b £t 1 e R R e R e R e R R R R R e Rt e R ARt e e Rt e e n et nene E5.5
Municipal Pension Systems E5.6

T EASUTY ettt ettt et e s ee et e e sh e e bt e s e e ae e e e e e s e R e R e eR e SRt eR e eR e e R s e s e e e e AEe SR e AE e AR e eReeREeReea s e s e R e R e eReeReeReeReeaeenn e e e e es E6.1
Summary by FUNd and APPrOPHIAtiON........cccuciieiieieeseiesisie e se ettt s ae s te s sesse e stesaesesseneesesaens E6.3
Program FUNGING SUMMATY .....ccciiciiiieesieisiesis sttt as s s te s essste s esesaessstessessssesestessesesseseasessesessanens E6.6
(DY o TN =Y=T 0 41T o) AT OSSPSR SRURTORSTRTRN E6.7
INEEISTALE REIALIONS ...ttt b e e ae b et e bt e e ae s b e e e ae s b st e b e e ebe st ene b e e enesbeneas E6.10
Debt Service E6.11

N 11 o [P SETS U SR T SPPTPRSRSRN E7.1
Summary by FunNd and APPrOPriatioN.........cccoreirreeiies e n e E7.3
Program FUNAING SUMIMAIY ..ottt b ettt s b s na b ne st s E7.5
Community Services for Older PENNSYIVANIANS ........cciiiieiiirrieese st E7.6
PharmaceuUtiCal ASSISTANCE .........cccuiiieiciiieie bbb bbbt E7.9

AGTTCUITUTE ..ttt b e h et h e e R et A e R s e R R e Rt e R Rt n AR et e b et e e e R et e e bt e nes E8.1
Summary by FUuNd and APPrOPHAtiON........ccuciieiiirieeseiesesee sttt be s se st e e besaenesre s eneseenis E8.3
Program FUNGING SUMIMEIY ..ottt ese e b e st be e besee st s be e eaeseeseebe e esesseneabensenesbeneas E8.6
Protection and Development of Agricultural INAUSEIHES .......c.ooiiiiiinieee e E8.7
Horse Racing Regulation............ccoeiircininneneesese e ... E8.11
Emergency Food Assistance E8.13

L2 F= 101 (] T OO OSSOSO USROS TTSTRR E9.1
Summary by FunNd and APPrOPrIatioN...... ..ot E9.3
Program FUNAING SUMIMAIY ..ottt b ettt b bt na b e s bt s E9.4
Financial INStitutioN REQUIALION.........cciiiieireisiee ettt se b st se b e e sesbesesbesaesesbaneas E9.5

CiVil SEIVICE COMIMISSION ..ottt r et e bbb s e e R et ne R b et ne e r e e e e r et e n s E10.1
Summary by FUuNd and APPrOPHAtiON........cc.ciieiiiieeseestese et sttt s a e be s se st aestesaenssre e ereseens E10.3



Table of Contents

Program FUNAING SUMIMAIY ..ottt b e s bbb b na b ne st s E10.4
PEISONNEI SEIECTION ..ttt bbbt e bbb b bbbt b et b et E10.5
Community and ECONOMIC DEVEIOPMENT ......cuiiiiiiiiirieieies ettt E11.1
Summary by FUuNd and APPrOPIIALION. ..ottt st se e sttt e e e nesee e ebeseenas E11.3
Program FUNGING SUMMEIY .....ccoiiieiieereeeeereee e sesie st e seesseaeseeesseseesesseneeseseenestessesssseseasessesessanessessesessanens E11.7
Community and Economic Development SUPPOIt SEIVICES ......ccoveererieiennereenese s E11.8
BUSINESS and JOD DEVEIOPMENT ..ottt b et E11.11

Technology Development
Community Development

Conservation and NatUTral RESOUITES. .....co.ii ettt sttt et e ae st e e be e eaesse e s beneenessaneas E12.1
Summary by FuNd and APPrOPHAtiON........cc.ciieiiieeeseiestese ettt sttt s a et e s ese s s tesaenssre e ereseenis E12.3
Program FUNGING SUMIMEIY .....c.ooiiiiiieieesters ettt eae et e st sb et bt see st s be e eaeseeseebeneesesbeneabensenesbeneas E12.6
Parks and FOrestS ManNAQEMENL ..........co ittt e st e st e e e b e e st s be e aesee st s b e e ebesbeneabeneenesbeneas E12.7

(0] ¢ ¢=To] 1o 4 1= OSSOSO E13.1
Summary by FUuNd and APPrOPIALION. ........cow ettt et e sesbe e ae e e e beseenesee e eneseenes E13.3
Program FUNAING SUMIMAIY ...ttt s et s s naen e ne s b s E13.5
Institutionalization Of OFFENUEIS ........coiiee et sttt s e et e e e sesbeneas E13.6

=T [UTo3= 11 To ] o [OOSR E14.1
Summary by Fund and Appropriation ... E14.3
Program FUNGING SUMMATY .....cuciiiiiiieesieisisiee sttt essesessesssesaesestessesesaessstessessssessssessesessasessessesessasens E14.10
EdUCALION SUPPOIT SEIVICES .....ocuviviieieitiiete ettt sttt sttt as s se e et e st easste s ebesaeassbe s esssteseebeseesesseseabesseseabaneas E14.11

BASIC EQUCALION ...ttt b et e et a et e e n e
[ o] = 1 VST =T Vo = OSSO
Higher Education

Emergency Management AGENCY ......ccciiueiriuireieriieieseiiieseseisiesesessiesesesseesesessaesesessaesesesseesesessbesesessaesesesssesesesssenas E15.1
Summary by Fund and APPrOPriatioN...... ..ot n e E15.3
Program FUNAING SUMIMAIY ..ottt b ettt s b s na b ne st s E15.5
EMErgenCy Man@QEMENT.....cccucueueieieieieieieieteieieteie ettt ettt bbb be e bbbt etk ebe bbb ebe bbb ebe etk ebebe bt ebebebebenebebebenas E15.6
Fire Prevention @and SAfEly.... ..ottt sttt se s b e b e e ne b e et e e enenbeneas E15.9

ENVIrONMENTAl PrOTECTION ..ottt ettt n e nn et
Summary by FuNd and APPrOPHAtiON........ccc.ciieiiiieeseiestest ettt s a e be s esesse e tesaenssreneereseens
Program FUNGING SUMIMEIY ..ottt ese e b e st be e besee st s be e eaeseeseebe e esesseneabensenesbeneas
ENVIroNMeENtal SUPPOIT SEIVICES ..ottt sttt et e b et b e e bt see e e b et ebesbenesbeneenesbeneas

Environmental Protection and Management

Fish @and BOat COMMIISSION .....c.iuiuiuiiiiiiiieitiiieieiei ettt eb bbb bbb bbb bbb bbb bbb b e b bbb e b e bbb eb bbb b et bbb et b enas E17.1
Summary by FUuNd and APPrOPIIALION........ccerrrereirreeeires s b n e e sn s E17.3
Program FUNAING SUMIMAIY ..ottt sttt b ettt eb e na b e st s E17.5
Recreational Fishing and BOAtING ........ccccvieiiiiiie e E17.6

GAME COMMISSION .ttt ree ettt ettt e s e et et e s e st st e e ebeeeeaese e e eaeseeneeE e e eaeeEemeebeseeaesEeneaaeaeeneebeneenesseneasaneenessaneas E18.1
Summary by FUNd and APPrOPHatiON........ccuciiieiieieiseiestesiee ettt st be s seste s s besaenesreneaseseens E18.3
Program FUNGING SUMMATY .....ccciiiiiiieesieestesis sttt eae st s tesaesssbe s esesaessstessessssesesbessesesseseasessesessanens E18.4
VLo L TE =AY F= T g E= Ve T 41T o | OO TSRS E18.5



Table of Contents

GENETAI SEIVICES ...ttt bt e bt e bbb e e b s e R bt A e R bR e e R bt e b b ettt b et sne bt nn e n b E19.1
Summary by FuNd and APPrOPIIALION. ........couiiieiieeeiese ettt et se ettt st e et ebe e E19.3
Program FUNGING SUMIMAIY .....ccoiieieieesteres ettt eaesae e besee st seeeeaeseeaesbeneeaeseeseabeseeseseeseabensesessanens E19.5
Facility, Property and Commodity ManagemMENLt..........coce e se e et se e e e e eaesaeneas E19.6



Table of Contents

L (== 1L o TSSOSO PP E20.1
Summary by FunNd and APPrOPrIAtiON...... ..ot b e E20.3
Program FUNAING SUMIMAIY ..ottt e b et s et bbb s e b e st es E20.8
HEAITN SUPPOI SEIVICES ..ottt sttt a ettt a s e s te e e b e st enesbe e ebesaeseebe e esesseseabessesenbaneas

HEAITN RESEBAICH ...ttt ettt st b e e b et e b et e sbesbesbe s b e e aeese e e eseabeabeabeabeebeensensensenbants
Preventive Health ....
Health Treatment Services

Drug and Alcohol Abuse Prevention and TreatMeENnt...... ... E20.21
Higher EdUCAtion ASSISTANCE AGENCY...c.ciiiiiiieieei ettt sttt e et st e b et s b e e e se s ese st e e ese s esesbensetessesesrensns E21.1
Summary by FuNd and APPrOPriatioN...... ..ot E21.3
Program FUNAING SUMIMAIY ..ottt b ettt eb et b e et E21.4
Financial Assistance to Students .... E21.5
Financial Aid t0 INSEULIONS ....c.c.cuiuiiiiieieeee bbb bbb E21.7
Historical and MUSEUM COMMISSION ..ot rie ettt ae st e et e e se s e besbe e ese s esesseneesesseneseenens E22.1
Summary by FuNd and APPrOPHAtiON........cc.ciieiiieeeseiestese ettt sttt s a et e s ese s s tesaenssre e ereseenis E22.3
Program FUNGING SUMIMEIY .....c.ooiiiiiieieesters ettt eae et e st sb et bt see st s be e eaeseeseebeneesesbeneabensenesbeneas E22.5
State HiStOIC PrESEIVALION. .. ...ttt b et b et b e e et st e e e b e se et s b e st enese et ebeneenas E22.6
IMIUSEUIM ASSISTANCE. ...ttt ettt ettt e et e bt st e e e b e s e eaese e e eb e seeaeeeemeeaeseemeebe e eaeseeneabe e enessaneabeneenessaneas E22.8
Infrastructure INVESTMENT AULNOTITY ... be et sa e s r e beseenis E23.1
Summary by FunNd and APPrOPriatioN.........cccor e n e E23.3
Program FUNAING SUMIMAIY ..ottt b ettt s b s na b ne st s E23.5
PENNVEST E23.6
[ RS YU =TT of =TRSO PT PP URTURRSRPPPTIN E24.1
Summary by FUNd and APPrOPHIAtiON........cccuciieiieieeseiesisie e se ettt s ae s te s sesse e stesaesesseneesesaens E24.3
Program FUNGING SUMMATY .....ccciiciiiieesieisiesis sttt as s s te s essste s esesaessstessessssesestessesesseseasessesessanens E24.5
INSUrance INAUSETY REQUIALION .........coiuiiiiiiee ettt ettt be bbb E24.6
LADOT AN INAUSTIY ...tttk b et b bt e bbbt b et b et et ettt E25.1
Summary by FUuNd and APPrOPIIALION.........couiiieeiieeerie ettt st ettt ese et e e e ebeseenas E25.3
Program FUNGING SUMMAIY .....ccoiiieiieereerteseee e seese st e seesseaeseeesseseeaesseeeseseensstessessssesessessesessanessessesessanens E25.6
Community and Occupational Safety and Stability............ccccvrieiner s E25.7
Workers’ Compensation and ASSISTANCE ........ccciieiiririeeer et E25.9
WOTKFOICE INVESTMENT.... .ottt b et se b e e e s s bese s b e e esesbese s b e e e sesaeseebensntesaenensenenne E25.11
Vocational RENADIITALION...........ccoii e E25.13
LiQUOT CONTIOI BOAIT. .. .ottt s bt r e nn et E26.1
Summary by FUuNd and APPrOPHAtiON........ccuciieiiirieeseiesesee sttt be s se st e e besaenesre s eneseenis E26.3
Program FUNGING SUMIMEIY ..ottt ese e b e st be e besee st s be e eaeseeseebe e esesseneabensenesbeneas E26.4
[ To U o] g @Fo] 11 o] H OSSR E26.5
Military and VELEraNS AFFAITS ..ot b ettt e e et et esesse s e te s esentensens E27.1
Summary by Fund and Appropriation .. E27.3
Program FUNAING SUMIMAIY ...t st s s e e s ne s er e es E27.6
State MilItary REAUINESS .....c.coiiiieeiiiieci ettt b et b et b et ne bt esn et E27.7
Veterans HomeS and SCHOOI ...ttt bt et ae e nse e e E27.9
Compensation ANA ASSISTANCE .....c.ciiieiiiieicee ettt e s s e st et et e s s ese st e s ese st estsbessesesreneaseseens E27.12
MilK Marketing BOAId.........ceiririeieiririeieireie ettt s bt r e nn et E28.1
Summary by FUuNd and APPrOPHAtiON........cc.ciieiiiieeseestese et sttt s a e be s se st aestesaenssre e ereseens E28.3

Xiii



Table of Contents

Program FUNAING SUMIMAIY ..ottt b e s bbb b na b ne st s E28.4
MIlK INAUSETY REGUIAION. ...ttt sttt b et n et E28.5
Probation and Parole Board...........c.cu...... .. E291
Summary by Fund and Appropriation E29.3
Program FUNGING SUMIMAIY .....cccoiiiiieereereeres ettt see s eaesae e beseeaesbeesaeseesesbeseeaeseeseabeneesessanesbensesesseneas E29.4
Reintegration Of the AdUIt OffENUET ... ettt s se e e E29.5
PUDIC TEIEVISION NEIWOTK ....vciiiiiiieiiiiiiicict it bbb bbbt eb et e enas E30.1
Summary by FuNd and APPrOPriatioN...... ..ot E30.3
Program FUNAING SUMIMAIY ...ttt e b et nb et s b na b e s b s E30.4
Public Television Services E30.5
PUDBIIC ULHEY COMIMISSION ..ttt e e a e s e e b e e e s et e e e b e s e b e b e e eb e s eseebe e ebe s eneseeneaee E31.1
Summary by FUNd and APPrOPIatiON........cccuciieiiiieeseesest et sa et st te s sesse e stesaesesseneasesaenis E31.3
Program FUNGING SUMMATY .....c.cciiiiiiiieeseistesie sttt as st s tesaeaeste s esesaessstessessssesesbessesesseseabessesessanens E31.4
Regulation Of PUBIIC ULHILIES .....c.couieeee ettt E31.5
PUDBTIC WEITAIE ...ttt sttt b et b et e bt st e s e e b et e s e b e se e b et e be et e ne e s e s e b e e be e ete et esenteneens E32.1
Summary by FuNd and APProprialtion....... ..ot sttt st et ebe e E32.3
Program FUNGING SUMIMEIY .....ccoiiieiieereereesee e eie st e stesseaeseeeeseseeaesseneeseseenestessessseesessessesessanessessesessanens E32.10
HUMAN SEIVICES SUPPOI c.cueveiiirieteise sttt ettt s et s bbbt e e st sen e e e bt e sn b s E32.12
MEAICAL ASSISTANCE......ceeeeeiieece ettt sttt et ae e et e be s e e st seeneeaeseenesbe e eaeseeneabe e esessaneabensnsensaneas E32.13
Income Maintenance ... E32.19
MENTAI HEAITN ... bbb bbb bbb bbbt E32.23
MENTAI RETAIAALION. ......vtiteteieieter ettt b bbb bbb bbb bbb bbbt bbbt b enas E32.27
HUMAN SEIVICES ..o b bbb bbb bbb E32.31
REVENUE ...t h e bt e bt et e e st e aee e e st e a e e s aeeea e e eh e e eRe e b e e Rt e b e e s bt e e e e abesaneeheesaeenneenaeenne s E33.1
Summary by FUuNd and APPrOPIIALION........couiieeiireeesie ettt st se e sttt e seeae e e e ebeseenas E33.3
Program Funding Summary.........ccccceeenuene ... E335
Revenue Collection and Administration E33.6
Community Development and PreSErvation..... ..ot E33.8
Homeowners and RENEIS ASSISTANCE ........cuiiirieiiririieese ettt s E33.9
SECUIEIES COMMUISSION .ttt ettt ettt be e e st st e e eaeseenesb e e eaeseemeebeseeaeeee e aaeseeneebeneeaesseneaseneenessaneas E34.1
Summary by FUNd and APPrOPriatioN........cceciieiiieeseesesie ettt s et et saenesre e eneseens E34.3
Program FUNGING SUMMATY .....ccciiciiiieesieisiesie ettt eas s s tesaessstessesesaessstessessssesssbessesesseseabessesessanens E34.4
Securities INAUSTIY REQUIATION ..ottt se et et bene s E34.5
] - L= TSSO E35.1
Summary by FUuNd and APPrOPIIALION. ..ottt st se bttt e aesee e ebeseenas E35.3
Program Funding Summary ... E354
(70 1 U] o g 1= gl = (0] (=11 1 o] o OSSR E35.5
State EMpPloyees’ Retir@MENT SYSTEIM ..ottt et st b et b bt bese b nene s E36.1
Summary by FunNd and APPrOPrIatioN...... ..ot E36.3
Program FUNAING SUMIMAIY ..ottt b ettt b bt na b e s bt s E36.4
State EMPIOYEES’  RELIEIMENT...c.i ittt ettt s st et et st ese et e s ese st e st s besaenesreneeseseens E36.5
Sy €= LN o ] Lo =SSOSR E37.1
Summary by FUuNd and APPrOPHAtiON........cc.ciieiiiieeseestese et sttt s a e be s se st aestesaenssre e ereseens E37.3

Yiv



Table of Contents

Program FUNAING SUMIMAIY ..ottt b e s bbb b na b ne st s E37.6
Public Protection and Law ENfOrCEMEBNT ..ottt st seesesbeneas E37.7
TaX EQUANIZATION BOAIU........ciiieieieieieeeete ettt ettt b et b e e e et e et s b e seeaeseeneebeseeae st eneebeseenesbeneeaensenessaneas E38.1
Summary by FUNd and APPrOPHatiON........cccuciieiieieeseiesteste sttt st st seste s se st s stesaesesreneasesaens E38.3
Program Funding Summary E38.4
Education Support Services.... E38.5
I LA E] o Xod =1 £ o] o [OOSR E39.1
Summary by FuNd and APPrOPriatioN...... ..ot E39.3
Program FUNAING SUMIMAIY ...ttt e b et nb et s b na b e s b s E39.8
Transportation Support Services E39.10
State Highway and Bridge Construction/Reconstruction E39.11
State Highway and Bridge MaiNtENANCE...........ccoiiiieiieieiise ettt sttt st s r e besaens E39.13
Local Highway and Bridge ASSISTANCE ........ccuiirririeirieieiereeerie sttt et se e bbb e b E39.15
[ TSR I = T 1] o Lo ] 1 2= L (o] o IO ST E39.17
L1 CT (ol 1AV = T 1] o Yo = 1o o OSSR E39.19
F L =LA E] oo T = L[] o TSSO TE TSSO P PSPPSR E39.21
Safety AdMINIStration and LICENSING......c.ceiriiireirieeres st E39.22
Older PenNSYIVANIANS TIANSIT......ccviiiiriieireriiees ettt bbbt b et e bt es E39.24
[I=T0 TS = U =SSOSR E40.1
Summary by FUNd and APPrOPHIatiON........cccuciieiieieiseistese ettt s ae s te s seste e stesaesesreneaseseens E40.3
Program FUNGING SUMMATY .....c.cciiiiiiiieeseistesie sttt as st s tesaeaeste s esesaessstessessssesesbessesesseseabessesessanens E40.6
LEISIATUIE ..ttt e bt b et b e e e h e s Ao e e b e e e Rt e b e e e R e SEeRe SR e e Rt nE e Rt e b et e bt e e e ne b et enenbeneas E40.7
JUAICTAIY ettt b bbbt e b bt e b st e E e h b A e b oA E e E bR e E b e R £ e b et e bk h et R et et et nn b E41.1
Summary by FUuNd and APPrOPIIALION. .....c..ciiiiieeiiee ettt st se ettt e e ae e e e ebeseenas E41.3
Program Funding Summary ... E415
STALE JUAICIAI SYSTEIM ..ot R et n et e b et e e bt nenn bt es E41.6
F. CAPITAL BUDGET
Capital Budget Program SUMIMAETY ... sssssssss s snsns F3
Estimated Capital EXpenditures — State FUNAS .......ccccv et F5
Forecast of New Project Authorizations — State FUNAS ........ccccoveiiiieciccscceceee e F6
Recommended 2003-04 New Project Authorizations — State FUNAS .........cccccoeininiiniineneeeeeeee F7
Conservation and NatUral RESOUITES .......cciiiiiiiriiieerieirie et see s bttt be et e e be st se e e eaesbe e s beneenesbaneas F8
(0] ¢ {=Td 1T o <0 STSRRN F18
Lo LU To3= 14T} o FOS OSSR F21
Emergency ManagemeENT AQEINCY .......ccuirrereirereeereesesre et sre e see e se s st e s e e e s e e sn e s e re e e s asesenre e nreenesenrenees F25
ENVIFONMENTAl PrOTECIION .....oiciiece ettt st b et e b e e b e s e s e s be e e s et esesbe e ntensesentensns F27
EXECULIVE OFfICES ...ttt bbb bbb bbbt F30
General ServiCes.......covvnnvnnenennneens F32
Historical and Museum Commission F34
Military and VEEIraNS AFTAIIS ..ottt b et b st e et e b e b b et st e e e st st e e ee F36
Public Welfare F39
5y c= L C= N o] Lo =TSRSS F43
Transportation F45
Summary of Forecast of Future New Project Authorizations — State FUNdS .........cccccvviiinneeenneceee F67
Forecast of Future Projects by DEPartMeENt........ccciviiiiieiieiece ettt ss e F68
Summary of Estimated Capital Project Expenditures — State FUNAS.........ccccooovveiieiecicccceeeceese e F71



Table of Contents

Estimate of Capital EXpenditures by DEPArtMENTt........ccco e F72

Y\/i



Table of Contents

G. PUBLIC DEBT

Debt Authorized, Issued and OUESTANGING .....cccovvieiieiiei ettt see e G5
General Obligation BONGA ISSUES ......c.ooiiieiiieieiiirieee ettt bbbttt G6
General Obligation Debt OUESTANGING......ccciiiiieieicereeseee e be e be e sesbe e s basaesessaseas G7
COoNSHTULIONAL DEDE LIMIt.....oiiieieiieecsse e ea s G8
Debt Service on General Obligation Debt G9
Annual Debt Service on Outstanding General Obligation Bonds G10
Trends in Debt Service and DEDt RALIOS ..ottt st e e e s G11
Outstanding Indebtedness of Pennsylvania Agencies and AUthOFLIES ..o G12
H. OTHER SPECIAL FUNDS
Other Special FUNAS........cccoiiiireec s H5
Acid Mine Drainage Abatement and Treatment Fund H6
ADMINISTFALION FUNG ..ottt ettt ettt H6
Agricultural College Land SCHP FUNG ..ottt se e H7
Agricultural Conservation Easement PUrChase FUNG ... H7
Agricultural Conservation Easement Purchase Sinking FUNd.........c.ccoiiiniiese e H8
Anthracite EMergency BONG FUNG ... H8
Automobile Theft Prevention TrUSE FUNG ..ot be e beneas H9
Ben Franklin/IRC PartNership FUNG ... H9
Ben Franklin Technology Development AUthOrity FUNG..........ccccoieiiiiiiieeseeeseese e H10
Budget Stabilization RESEIVE FUNG .........ccciiiiiee ettt b et a st ens H11l
(2= o1 ¢ 1l B =1 o1 g =¥ [ F SO O ST U SRTT TS T ST VRTPPRURN H11
(=T o] 1 e= Ll == Tod ] 11 1T ST Lo OSSPSR H12
Capitol Restoration Trust Fund..... H12
Catastrophic Loss Benefits Continuation Fund H13
(411 o 1= =T I U1 0 U o o TSRS H14
(1= o N ¥ 3 T SRS H14
Coal and Clay Mine Subsidence INSUranCe FUNG ........ccocviiieiiiniei et H15
Coal Lands Improvement Fund ...................... H15
Conrad Weiser Memorial Park Trust Fund H16
Deferred COmMPEeNSALION FUNG ........oouiiiee ettt b et e b e e b e b et e b et e e e H16
Deferred Compensation Fund — Short-Term Portfolio ... H17
DiSASTEr REHET FUNG ...ttt b et b et et b e s e b et e e e s e s e s e e se e ete s enessenens H17
Disaster Relief Redemption Fund.... H18
[ 1NN VAN 1= = Tox 1 o] o N U o T SO RTS H18
Emergency Medical Services Operating FUN ..........cccciieiiiieiiieiceseee e H19
Employment FUNA fOr the BIING ..ottt b et e s st ns H20
Energy Conservation and ASSISTANCE FUNG ..o H21
ENergy DeVelOPMENT FUNG. ..ottt h bbb bt b e s b et et et e b e b e st e e et e b e st e e e eee H21
Environmental EQUCALION FUNG ..ottt s e s s s e e ee e s e nesee e ee H22
FIre INSUFANCE TAX FUNG ...ttt a et b et s b e e s e s e b e b e neeb e s eseese e ete s eneseeneees H22
Governor Robert P. Casey Memorial Organ and Tissue Donation Awareness Trust Fund..........c.ccccccevnee H23
Hazardous Material RESPONSE FUNG.........c.ciiiiiiiieee ettt H24
Hazardous SiteS ClEANUP FUNG..........ciiiieiieiee ettt b st e st se b e b e s e b e e et e s esentennens H25
Higher Education ASSISTANCE FUNG.........cccoiiiiiiies ettt b b s b te s aeneseennns H26
Highway BeautifiCation FUNG ..ottt se e H26
Historical Preservation Fund ...... H27
HOME Investment Trust Fund H27
Industrial Development Fund H28
INduStrial SiteS CIEANUP FUNG......c.iiiiiiieciiireeetes ettt p bt n b bt H28

Y\/ii



Table of Contents

Insurance Fraud Prevention TrUSE FUNG ..ottt et steeete st sassatesassaeesbeesaeesbeesaeebeenseens

Insurance Liquidation Fund.

Keystone Recreation, Park and Conservation Sinking FUNd ..........ccoceoiveiiiicieiecseeeseeeesee e
Land and Water DevelopmMENT FUNG ..........coiiiiiei ettt st b et senesre e e
Land and Water Development SiNKING FUNG.........ccooeeeee e

Liquid Fuels Tax Fund...........
Liquor License Fund .............
Local Criminal Justice Fund

Local Criminal JuStiCe SINKING FUNG ........cooiiiiieeeee et

Local Government Capital Project Loan Fund ....

Low-Level Waste Fund..........

Machinery and EQUIPMENt LOAN FUNG.............cciiiiiiiieice ettt st a et n st ens

Manufacturing Fund...............

Medical Care Availability and Reduction of Error FUNG ... e

Medical Professional Liability Catastrophe Loss Fund

Minority Business DevelopmMENT FUNG ..o
Motor Vehicle Transaction RECOVETY FUNG...........ccuiiiieirrieeierieie st

Municipal Pension Aid Fund

Municipalities Financial Recovery Revolving Aid FUNG .........cccooiioiiiiciceeseeeseese s
Non-Coal Surface Mining Conservation and Reclamation FUNd ..........ccccoiieiiiieieccce s
Nursing Home Loan SiNKING FUNG.........oo ettt b

Nutrient Management Fund .
Oil and Gas Lease Fund ......
Patient Safety Trust Fund......

Pennsylvania Economic ReVitaliZation FUNG ..o
Pennsylvania Economic Revitalization Sinking FUN ...

Pennsylvania Historical and

Museum CommisSioN TrUuSt FUNG........cccceviiiiiieceeeee s

Pennsylvania Infrastructure Bank ...........cccccoeveiveiieieinceesece e

Pennsylvania Municipal Retirement Fund

Pennsylvania Veterans Memorial TrUSt FUNG........ccooiiiieeee e
PENNVEST Bond AUthOFZAtION FUNG .........cooiiiie e
PENNVEST Drinking Water ReVOIVING FUNG.........coiiiieee e

PENNVEST Fund.........ccccoeuu.

PENNVEST Non-Revolving Equity Fund

PENNVEST RedeMPLION FUNG.......ciiiiiiiieii ettt ettt b e se b e s s e s esesbe s ete s esestensens

PENNVEST Revolving Fund.

PENNVEST Water Pollution Control ReVOIVING FUNG........c.coiiiiiieeeeere e

Pharmaceutical Assistance Fund...................
Philadelphia Regional Port Authority Fund

Port of Pittsburgh CommISSION FUNG ...
Public Transportation ASSISTANCE FUN ..ottt ne st

Purchasing Fund....................
Real Estate Recovery Fund..
Recycling Fund.........ccccoevae.
Rehabilitation Center Fund..
Remining Environmental En

NANCEMENT FUNG......oiiiecece ettt et et ereesreesneas

Remining FInancial ASSUIANCE FUNG ...ttt e e s e e
School EMpIoyees’ REIFEMENT FUNG .......cooiiiiiiiriiceseieeres et
School Retirees’ Health INSUranCe FUN ...t
Self-INSUrANCE GUATANLY FUNG......couiuiiiiieiiieie ettt ettt bbbt ne b

Small Business First Fund ..

Solid Waste-Resource Recovery Development Fund

Special Administration Fund

Y\viii

H29
H29
H30
H30
H31
H31
H32
H32
H33
H33
H34
H34
H35
H36
H37
H38
H38
H39
H40
H40
H41
H41
H42
H42
H43
H43
H44
H44
H45
H46
H47
H48
H48
H49
H49
H50
H50
H51
H51
H52
H52
H53
H53
H54
H54
H55
H55
H56
H57
H58
H59
H59
H60



Table of Contents

State College Experimental FArm FUNG ..ot H60
State EmMployees’ REUIrEMENTFUNG ........c.ciiiiiiee et H61
StALE INSUIANCE FUNG ......oiiiie st ee bbb e b ea b en s H62
State RESTAUIANT FUNG.......coviiiiieiree e b b ee bbb ea bt H62
SEAE SCNOOI FUNG.... .ttt b e oo ae b et bt s e et e b e s oo ae e b e e eb e st e st e b e e ebenb e e e be e ebesbeneas H63
SEALE STOIES FUNM ...ttt bbbt st e e bt e e ae s b e e e Rt s e e me e b e s oo bt e b e e ebeneeneebe st ebesbeneabe e eneabeneas H64
State Treasury AMMOTY FUNG. ... ...ttt sttt b e e aesee e ebeseeaesee e eaeseeneebe s enessenesseneenessaneas H64
State WOTrKers’ INSUFANCE FUNG......c..ooiiiieeeree ettt ettt st et be e ae st et eae st enesbe e eneseeneeaeneenesseneas H65
STOrAGE TANK FUNG ..ottt bbb bbbt b ettt b e s e bt n s H66
Supplemental State Assistance Fund .... H66
Surface Mining Conservation and Reclamation Fund H67
Tax Stabilization RESEIVE FUNG ...ttt ettt H67
Tuition Account Guaranteed Savings Program FUNG..........coonne e H68
Tuition Account INVeStMENt Program FUNG ..o s H68
Underground Storage Tank Indemnification Fund...........c.ccccooeieeencne H69
Unemployment Compensation Benefit Payment Fund H70
Unemployment Compensation Contribution FUNG ..........ccoiiiiiieee e H70
Vietnam Conflict Veterans’ Compensation SinKing FUNG..........cccoioiineese e H71
Vocational ReNabilitation FUNG ...ttt H71
Volunteer Companies LOAN FUNG .......cc.ciiiiiiceseestece ettt s sttt saeas st se e e eae st e e ebesaesesbanens H72
Volunteer Companies Loan SiNKING FUNG.........coieese e H72
Water FaClitieS LOAN FUN .........ouiiiiee ettt sttt st b e e bt st e e b et be s b et be e ebesbeneas H73
Water Facilities Loan RedempPion FUNG..........ooiiieeene et s se e aeneas H73
Wild ResSources CONSErVAION FUNG ..ot H74
Workers’ Compensation SECUTILY FUNG.......cooiiiiieiieeres et H75
Workmen’s Compensation AdminiStration FUNG ...t H76
Workmen’s Compensation SUPErsedeas FUNG ...t s sa e baneas H76
I. Complement
Salaried COMPIEMENT BY AQENCY ..ccuiiiiiiieiitiieieitei et ste sttt sttt te st s tesseseste e e besaesesbe e ebesteseebessesesseseabessesessesens 15
Summary of 2003-04 Complement Changes |16
J. Statistical Data
Sy e (o] o101 F= AT ] I I = o RSSO J5
(T (oSS t= L0 I o (oo [T A I =T T [OOSR J6
State Employment Trends.............. J7
State Personal Income Trends J8



REeADER’s GUIDE

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

It contains an organization chart of the Commonwealth, descriptions of
the operating and capital budget processes, an explanation of the accounting
basis, terms used in the budget process and a list of the most common
abbreviations used to identify Federal funds.

The government of the Commonwealth is composed of three separate
branches: Executive, Legislative and Judicial. The general organization chart
of Commonwealth government shown on the following page provides additional
details.
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Commonwealth of Pennsylvania
Organization Chart

The Citizens
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The Budget Process

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

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

PHASES OF THE BUDGET PROCESS

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

PREPARATION

The preparation stage of the budget process begins nearly twelve months prior to the start of that fiscal year.
The first step of the preparation stage is the distribution of the Budget Instructions by the Office of the Budget and
the Program Policy Guidelines by the Governor. The Program Policy Guidelines define major policy issues, spell
out priorities and provide policy direction to the agencies for budget preparation.

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

During December, the Governor meets with Legislative leaders to apprise them of anticipated spending and
revenue levels and to discuss major fiscal issues expected to be addressed in the upcoming budget.

The Secretary of the Budget and his staff review agency budget requests for accuracy and for adherence to
the Governor’'s policy guidelines. The Agency Program Plan and the appropriation templates are used by the
Office of the Budget to analyze the agency requests and prepare funding recommendations for the Secretary of
the Budget and the Governor. Total agency requests must be brought into balance with total funds estimated to
be available from existing sources and any new revenue sources that are recommended. The Secretary of the
Budget makes recommendations to the Governor on the expenditure proposals contained in each agency budget
request and, in conjunction with the Secretary of Revenue, provides revenue estimates. The Governor reviews
these recommendations and makes final budget decisions. The Governor’'s Executive Budget document is then
completed and submitted to a joint session of the General Assembly by the Governor through the budget address.

APPROVAL

Shortly after receiving the Governor's budget request, the Appropriations Committees of the House of
Representatives and Senate hold public hearings to review individual agency requests for funds. The
appropriations hearings provide the legislators with an opportunity to review the specific programmatic, financial
and policy aspects of each agency’s programs. The legislators’ decisions on the budget are reflected in the
annual General Appropriation Bill and individual appropriation bills. The General Appropriation Bill contains
appropriations for the executive, legislative and judicial departments, public schools and for public debt. All other
appropriations are made individually by separate special bills.
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BUDGET CYCLE IN PENNSYLVANIA

Governor Submits

Agencies Submit Budget to Legislature

Budget Request

Agencies
Budget Office Submit
Issuance of and Rebudget
Budget Instructions Governor’s Legislative Review and for
and PPG’s | Review | | Enactment of Budget | | Approval

Jul, | Aug.| Sep. |Oct. | Maw. |Dec. | Jan. |Feh. | Mlar. | A, | May |Jun. Jul. | A,

New
CURRENT FISCAL YEAR Fiscal
{July 1 to June 30) Year

Appropriations made to institutions not under the absolute control of the Commonwealth are ®nsidered
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 Office of the Budget has the authority to request and approve agency spending plans, commonly referred
to as rebudgets, and to establish authorized levels for agency’s full-time equivalent (FTE) salaried complement,
ie, personnel. The rebudgets are based primarily on the enacted appropriations. The Office of the Budget uses
the Integrated Central System and Imagine PA to electronically enter 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 stage of the budget cycle, which occurs after the close of the fiscal year, encompasses audit and
review of program and financial performance. The Office of the Budget informally reviews program and financial
performance and performs formal evaluations of selected programs. In addition, the Auditor General performs a
financial post audit.
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The Capital Budget Process

The capital budget process in Pennsylvania is similar to the process for operating budgets. It 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 the budget requests to the Secretary of the Budget beginning in early October, a capital budget
request itemizing the projects the agencies want to undertake is also submitted. The requests are reviewed and
recommendations developed based on the Governor’s financial parameters and policies.

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

The recommendations in the budget document along with any additions or deletions made by the General
Assembly are contained in a separate bill usually known as the Capital Budget Project Itemization Act. This bill,
along with the Capital Budget Act which contains the maximum debt limitations for the next fiscal year beginning
July 1, must be passed by both Houses of the General Assembly and presented to the Governor for signature.
The Governor reviews the projects contained in the Capital Budget Project Itemization Act taking into
consideration his priorities, the importance of the project and the impact on operating budgets. The Governor may
approve the bill 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 project itemization bill is not passed, legislation establishing limitations on the debt
to be incurred for capital projects is passed and signed into law. This legislation is known as the Capital Budget
Act. The act establishes a debt ceiling for each major category of the capital program and remains in force for a
single fiscal year.

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

THE COMMONWEALTH PROGRAM PLAN

The budget presentation for each department or agency is shown on an appropriation basis and also
on a program/subcategory basis. Program/subcategory explanations, analyses and measures are
shown by individual departments. A summary presentation by Commonwealth Program shows program
costs according to seven major program classifications. These program classifications are each defined
in terms of broadly stated goals of State Government. One of these Commonwealth Programs,
Direction and Supportive Services, includes the costs of supporting administrative functions which
affect the overall operations of the Commonwealth. The remaining Commonwealth Programs are
substantive in nature and deal with costs related to the following areas:

Protection of Persons and Property
Education

Health and Human Services
Economic Development
Transportation and Communication
Recreation and Cultural Enrichment

Each of the seven Commonwealth Programs is subdivided into program categories defined by goals
that are more specific in nature. Program categories are broken down into program subcategories
which are defined by program objectives. It is at the program subcategory level that program
explanations, analyses and measures are shown by individual department. To clearly show the link
between the Commonwealth Program Han and agency program subcategories, identical or similar
tittes have been used in both places. Debt service continues to be shown in all Commonwealth
Programs but is not merged with program expenditures. It is shown in a separate program category so
that direct program expenditures may be seen more clearly.

THE DEPARTMENTAL PRESENTATION

Recommendations for the continuation of current programs at essentially current levels of
commitment are shown within departmental program subcategories. Recommendations for major
program changes in 2003-04 are identified as departmental Program Revision Requests (PRRs) which
provide explanations and justification for the change.

Beyond 2003-04, the projections of financial data, as well as impacts and other program measures,
show the future implications of the 2003-04 recommendations and policies. Consequently, the five-year
plan is a base line which represents the future program effort and financial resources needed to sustain
the 2003-04 level of commitment.

To assist in understanding the individual agency presentations, descriptive information and detailed
samples are shown in following pages.

Summary By Fund And Appropriation

This part of the presentation identifies the State appropriations and those Federal funds,
augmentations, and other funds which supplement the activities funded by that individual State
appropriation for each department. The following key will help to identify individual items:
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General Government Operations — A title which identifies a specific appropriation by
the General Assembly or an executive authorization (EA) by the Governor to spend
State monies.

For purposes of this presentation, State funds include the General, Motor License,
Banking Department, Boat, Environmental Stewardship, Farm Products Show, Fish,
Game, Keystone Recreation, Park and Conservation, Lottery, Milk Marketing, Racing
and Tobacco Settlement Funds.

“(F)” Identifies a Federal appropriation by the General Assembly or an executive
authorization by the Governor to gpend Federal monies. Medical Assistance is an
example of Federal funds.

The amounts shown as “Federal funds” 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 Federal funds are appropriated, they are
deposited as General Fund revenues rather than augmentations. They are not, however,
included in the revenue sections of the budget. Instead, they are shown with the State
funds which they supplement.

For the sake of brevity and ease of identification, common abbreviations are used in
the Federal titles. The most common are listed at the end of this Reader’s Guide.

“(A)”" Identifies monies which augment a State appropriation. Institutional collections are
an example of an augmentation.

“(R)” Identifies funds which are in a restricted account and which may only be spent for
very limited purposes related to the State appropriation. Receipts from snowmobile
regulations are an example of a restricted account.

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 appropriations
acts. When this occurs, explanations have been included within the agency presentations.

Program Presentation

Each Program Presentation provides a written and financial explanation of the activities of the
program. These include:

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

Narrative—Describes program services and activities.

Program Recommendations—Identifies the increases or decreases over available year funding
as presented in the summary by fund and appropriation.

Appropriations within this Program—Identifies State appropriations which support the activities
within the program. Each appropriation appears in only one agency program.

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

Program Measures—Indicate the expected impact of the proposed budget on services, costs,
etc., involved in the program.

Section H of this document provides brief descriptive and financial data for those special funds of the
Commonwealth not given an expanded treatment in other sections of the budget.
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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 — [dentifies an
appropriation by the General Assembly or an executive
authorization (EA) by the Govemor 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.

XXiv

Summary by Fund :

GENERAL FUND:
General Government:
General Government Operations ..................ccccooevieeiiieiiie e,
(F) Historic Preservation .............cccooooiiiiiiiiiiii e
(F) Intermodal Surface Transportation Safety Act..............ccooeevieennnn.
(F) Railroad Museum Improvement ..............ccccoeeviiiiiiiieiiie e
(F) Erie Maritime Center ............cooveeiiiiiiiie e
(A) Historic Preservation FuNd .................cooiiiiiiiiiiic e
(R) Keystone FUNd ..........cccoooiiiiiiiiiiiciie e

SUBtOtal ...
Records and Management Information ...
Maintenance Program ...

Subtotal - State Funds ............ccccoooviiiiiiii
Subtotal - Federal Funds ............
Subtotal - Augmentations ............

Total - General Government

Grants and Subsidies:
Museum Assistance Grants ....................cccccoeviiiiiiiiiiiiee e,
University of Pennsylvania Museum ...
Carnegie Museum of Natural History ...
Franklin Institute Science Museum ........................ccoooiiiiiiiii e,
Academy of Natural Sciences ................ccocciiiiiiiiiiiii e
Carnegie Science Center ..o
Afro-American Historical and Cultural Museum ..............................
Whitaker Center for Science andthe Arts ....................ccocccooei.

Total - Grants and Subsidies ..............c..cccoeviiiiiiiii e

STATE FUNDS ...
FEDERAL FUNDS ...
AUGMENTATIONS ...

GENERAL FUND TOTAL ..o

KEYSTONE RECREATION, PARK AND CONSERVATION FUND:
Grants and Subsidies:
Historic Site Development - Bond Proceeds .............ccccoccviiiiiiiiieannen.
Historic Site Development - Realty Transfer Tax ..........ccccococeiiiiinine

Total - Grants and Subsidies ................coocovviiiiiiiiii e

KEYSTONE RECREATION, PARK AND CONSERVATION FUND TOTAL

OTHER FUNDS:
GENERAL FUND:
Historic Preservation Act of 1966 .....................ccccoeeiiiiiiiiicccc e,

HISTORICAL PRESERVATION FUND:
Historic Preservation Fund ...

DEPARTMENT TOTAL - ALL FUNDS

GENERAL FUNDS ...
SPECIAL FUNDS .....
FEDERAL FUNDS ....
AUGMENTATIONS ...
OTHER FUNDS ...

TOTALALLFUNDS ...

¢, COMMONWEALTH OF PENNSYLVANIA



al and Museum Commission

nd Appropriation
(Dollar Amounts in Thousands)
2001-02 2002-03 2003-04
ACTUAL AVAILABLE BUDGET NOTE: In some cases the budget may propose the

shifting of appropriations between agencies,
departmental reorganizations or the restructuring of

------- $ 1?82; $ 1?:83 $ 1?333 appropriations within or between departments. Usually,

o 50 " 47 0 for ease of comparison, all columns in the budget

....... 312 1,312 0 presentation are shown consistent with the

------- 50 50 10 recommendation in the budget year. This means,

....... 435 400 400 .

....... 0 230 232 however, that the amounts shown in the actual and

....... s 17.262 s 19,033 $ 23201 ava/lablf-:- columns_ may not be consistent 'Wl_th those
shown in accounting reports and appropriation acts.

~~~~~~~ $ 450 $ 4 $ 0 When this occurs, explanations have been included in

....... $ 94 $ 1,000 $ 1,000 the footnotes to the Summary by Fund and

....... $ 16,748 $ 18,238 $ 19,891 Appropriation.

....... 1,473 2,509 1,010

....... 435 630 632

....... $ 18,656 $ 21,377 $ 21,533

....... $ 4,930 $ 5,400 $ 4,000

....... 181 181 181

....... 181 181 181

....... 547 547 547

....... 335 335 335

....... 181 181 181

....... 256 256 256

....... 100 100 100

....... $ 6,711 $ 7,181 $ 5781

....... $ 23,459 $ 25419 $ 25672

....... 1,473 2,509 1,010

....... 435 630 632 . , .
Identifies one of a group of special funds which are

....... $ 25,367 $ 28,558 $ 27,314 . : .
presented fully in Section C: Summary by Fund. For
purposes of this presentation, State funds include the

_______ $ 3403 N 0 N 0 General, Motor License, Banking Department, Boat,

....... 6,341 4,555 4,646 Environmental Stewardship, Farm Products Show, Fish,

_______ s 9744 $ 4555 $ 4646 Game, Kgystone R_ecreatio_n, Park and Conservation,

_______ s o744 s 4,555 s 4648 Lottery, Milk Marketing, Racing and Tobacco Settlement
funds.
Identifies selected restricted accounts and/or one of a

....... $ 930 $ 80 $ 80 group of special funds which are presented on a limited
basis in Section H: Other Special Funds.

....... $ 4,301 $ 6,500 $ 5,500

....... $ 23,459 $ 25419 $ 25672

....... 9,744 4,555 4,646

....... 1,473 2,509 1,010

....... 435 630 632

....... 5,231 6,580 5,580

....... $ 40,342 $ 39,693 $ 37,540

|
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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 in 2003-04 are identified
as department Program Revision Requests
(PRRs) 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 — Identifies
all State appropriations which support the activities
within the program. Each appropriation appears in
only one agency program.

i Program Recommendations:

PROGRAM OBJECTIVE: To manage é
resources through a comprehensive histo
to interpret, research and preserve all are

Program: State Historic Preservatic

The State Historical Preservation Program administered by the
Historical and Museum Commission is comprised of four major elements.
These elements include Executive Direction and Administration,
Pennsylvania State and Local Records, Historic Site and Museum
Operations, and Historic Preservation.

Program Element: Executive Direction and Administration

This element provides general policy and direction for administering
the commission’s operations. It includes legislative and press relations,
personnel management, procurement, information technology, financial
grant administration, fiscal and revenue management, and other services.
In addition, it administers a Property Management and Lease Program
through cooperative agreements with management groups or profit and
nonprofit organizations to operate, maintain and utilize historic sites,
buildings and agricultural lands under the custody of the commission.

Program Measures:

Historic Preservation
Objects maintained and conserved

(in thousands) ..........cccoooeeeiiiiniie e 2,000 2,000

Commission buildings undergoing

improvement ... 88 76

The measure “Commission buildings undergoing improveme
because 1) all bond funds under the Keystone Recreation, Par|
June 30, 1997 and 2) revised approach to managing maintena

General Government Operations
$ 1,000 —PRR —Administrative Support for Historic
Sites. To provide administrative support
necessary to open the Erie Maritime
Museum, and for the expansion of the
Railroad Museum of Pennsylvania, and the
Somerset Historical Center. See the
Program Revision following this program for
additional information.
230  —to continue current program.

$ 1,230  Appropriation Increase

This budget

Appropriations within this Program:

2001-02 2002-03

Actual Available

GENERAL FUND:
General Government Operations .............. 3 15,354  $ 16,794
Records and Management Information ..... 450 4444
Maintenance Program .............c..cccceeeneenn. 944 1,000
TOTAL GENERALFUND ................... $ 16,748 $ 18,238

% COMMONWEALTH OF PENNSYLVANIA E00

I <n |




ical and Museum Commission

b and safeguard Pennsylvania’s historic
story and museum program to educate and
reas of Pennsylvania history.

tion

Program Element: Historic Preservation

This element is responsible for the identification, protection and
enhancement of buildings, structures and districts of historic and
architectural significance within the Commonwealth. It provides for the
infusion of Federal funds from the Department of the Interior to enhance
the economic base of many communities in Pennsylvania; provide a
survey and National Register nomination program; maintain an
information network providing direction and assistance to local
preservation organizations; administer an archeological program to
improve policies and procedures and provide direction to the professional
and advocational community; and preserve and protect endangered
historic public and private buildings, structures and landmarks through a
nonprofit Statewide revolving fund.

0 2,000 2,000 2,000 2,000 2,000

6 50 50 50 50 50

ment” has been reduced substantially from last year’s budget
Park and Conservation Fund are anticipated to be expended by
lenance projects.

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

Records and Management Information
$ -6  —to continue current program.

Maintenance Program
$ 56  —to continue current program.

(Dollar Amounts in Thousands)

2003-04 2004-05 2005-06 2006-07 2007-08
Budget Estimated Estimated Estimated Estimated

$ 18,891 §$ 19,916 $ 20,262 $ 20,610 $ 20,973
0 0 0 0 0
1,000 1,020 1,040 1,061 1,082

$ 19,891 §$ 20,936 $ 21,302 $ 21,671 $ 22,055

|
00.0 GoVERNOR’s ExecuTIVE BubceT 2002-03

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, etc.,
involved in the program.
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Budgetary Basis of Accounting

The Commonwealth’s 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 Commonwealth’s budgets are prepared essentially on a modified cash basis. Total appropriations enacted
by the General Assembly may not exceed the ensuing fiscal year's estimated revenues, as developed by the
Governor, plus (less) the unappropriated fund balance (deficit) of the preceding fiscal year, except for
constitutionally authorized debt service payments.

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. Unencumbered and
unexpended appropriations return to the fund balance at fiscal year end and become available for appropriation in
the subsequent year. On the budgetary basis of accounting, certain estimated tax revenue accruals are recorded
at fiscal year end for the General Fund and the Motor License Fund, a special revenue fund. Accruals include
sales and use taxes and personal income taxes, both applicable to the General Fund, and liquid fuels taxes
applicable to the Motor License Fund, which are estimated to be owed to the Commonwealth but not collected at
fiscal year end. Also, estimated encumbrances are established for all funds at fiscal year end to pay direct
expenditures such as salaries, wages, travel, and utility costs payable against prior year appropriation authority
but expended in the subsequent year. Over-estimates of prior year encumbrances 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, Lottery, Milk Marketing, Motor License, Workmen’s Compensation Administration, Emergency Medical
Services Operating, Energy Conservation and Assistance, Hazardous Materials Response and Ben Franklin/
Technology Development Authority. Budgets are also statutory adopted for the administration of the State
Employees’ Retirement and Public School Employees’ Retirement Funds.

Not all special revenue funds are controlled by statutorily adopted budgets. Controls over spending in such
special revenue funds are maintained by use of spending limits (executive authorizations) established by the
Governor, within parameters established by the General Assembly.

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

GAAP Basis of Accounting

The budgetary basis financial information maintained by the Commonwealth to monitor and enforce budgetary
control is adjusted at fiscal year end to reflect appropriate accruals for financial reporting in conformity with
generally accepted accounting principles (GAAP). The use of GAAP requires a modified accrual basis of
accounting for governmental and certain fiduciary fund types whereby revenues are recognized when they
become both measurable and available to finance expenditures and whereby expenditures are generally
recognized and recorded when a liability to make a payment, regardless of when the cash disbursement is to be
made, is incurred. For proprietary and certain fiduciary fund types, GAAP requires a full accrual basis of
accounting.

Financial statements of the Commonwealth prepared under GAAP differ from those traditionally prepared on a
budgetary basis for several reasons. Among other differences, the GAAP statements (i) generally recognize
revenues when they become measurable and available rather than when cash is received, (ii) report expenditures
when goods and services are received and a liability incurred rather than when cash is disbursed, (iii) include a
combined balance sheet for the Commonwealth presented by GAAP fund type rather than by Commonwealth
funds, and (iv) include activities of all funds in the reporting entity, including agencies and authorities usually
considered as independent of the Commonwealth for budgetary and financial reporting purposes. Budgetary
basis revenues and expenditures required to conform to GAAP accounting generally require including (i)
corporation tax accruals and audit adjustments for other accrued taxes, (ii) tax refunds payable and tax credits,
and (iii) expenses not covered by appropriations.
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Terms Used in the Budget Process

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

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

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

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

Capital Budget: The Capital Budget is that portion of the State Budget that deals with projects for the
construction, renovation, improvement, acquisition and original furniture and equipment of any building, structure,
facility, land or land rights. Projects must have an estimated useful life in excess of five years and an estimated
cost in excess of $100,000 or more if bond funds are used and $300,000 or more when current revenues are
used. Those projects under these thresholds are not considered capital and are funded from operating budgets.
Most of the capital budget projects in the past have been paid from monies obtained by the sale of bonds.

Character of Expenditure: A classification of appropriations according to their general purpose: general
government, institutional, grants and subsidies, capital improvements, and debt service.

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

Encumbrance: That portion of an appropriation representing an expenditure pursuant to a contract, a purchase
order, or a known invoice but where an actual disbursement has not been made. In accrual accounting it is
treated as a debit against the appropriation in the same manner as a disbursement of cash.

Executive Authorization: An authorization made in the name of the Governor to spend money from funds which
had been peviously 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 Tax Anticipation Notes interest and Sales Tax
refunds.

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

Federal Fiscal Year (FFY): A twelve-month period beginning October 1 and ending September 30 of the
following calendar year which is used as the Federal accounting and appropriation period. Referred to by the year
in which the fiscal year ends. For example, October 1, 2002 to Sept. 30, 2003 would be FFY 2003.

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.
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Fiscal Year: A twelve-month period beginning July 1 and ending June 30 of the following calendar year which is
used as the State’s accounting and appropriation period. Referred to by the year in which the fiscal year begins,
for example, July 1, 2003 to June 30, 2004 would be 2003.

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

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

= Budget Year — Reflects the amounts being recommended by the Governor 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 which may be effective in a future year.

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

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

General Appropriation 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.

Iltem 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 automatically at the end of that fiscal year.

Mandated Expenditures: Expenditures that are authorized and required by legislation, other than appropriation
acts, or required by the 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 which requires the affirmative vote of two-thirds of the members elected to
each House of the General Assembly.

Objective: A statement of program purposes in terms of desired accomplishments measured by impact
indicators. Ideally accomplishments are intended effect (impact) upon individuals, the environment and upon
institutions. The intended effect should be quantifiable and achievable within a specific time and stated resources,
and contribute toward pursuing the goals of the Commonwealth. Objectives are found at the program subcategory
level.
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Official Revenue Estimate: The estimate of revenues for the coming fiscal year determined by the Governor at
the time he signs the General Appropriation Act. This revenue estimate is used to determine whether
appropriations are in balance with available revenues.

Operating Budget: The operating budget is that portion of the State budget that deals with the general day to
day activities and expenses of State Government, paid out of revenues derived from taxes, fees for licenses and
permits, etc.

Preferred Appropriation: An appropriation for the ordinary expenses of State Government which only requires
the approval of a majority of the Senators and Representatives elected to the General Assembly.

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

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

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

Program Revision Request (PRR): A PRR is submitted to support new programs or major changes in existing
programs. The PRR reflects the guidance provided by the Governor’s Annual Program Policy Guidelines, results
obtained from special analytic studies, and needs or demands considered relevant by the Governor.

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

Program Subcategory: A subdivision of a program category. The subcategory focuses upon objectives which
can be measured in terms of quantifiable impact. Program subcategories within agencies are called programs
within the Governor's Budget.

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

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

Revenue: Monies received from taxes, fees, fines, Federal grants, bond sales and other sources deposited in the
State Treasury and available as a source of funds to State Government.

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

Surplus: A fiscal condition that may occur in a fund at the end of a fiscal year, whereby expenditures are less

than the fund’s beginning balance, revenues/receipts and lapses during the same period. The surplus funds
become available for appropriation during the following year.
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Federal Funds Identification

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

ADA
ARC
BG
CCDFBG
CSBG
DCSI
DFSC
DOE
EDA
EEOC
EPA
EPCA
ESEA
FEMA
FFY
FHWA
FTA
HIPAA
HHS
HUD
JTPA
LIHEABG
LSTA
LWCF
MA
MAGLOCLEN
MCH
MCHSBG
MH/MR
MHSBG
NEA
NPDES
NSF
OEP
OSM
PHHSBG
RSAT
SABG
SCDBG
SDA
SSA
SSBG
SSI
TANFBG
TEA
USFWS
VA
VOCA
WIA
WIC
YDC

Americans with Disabilities Act

Appalachian Regional Commission

Block Grant

Child Care and Development Fund Block Grant
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
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
Job Training Partnership Act

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/Mental Retardation Services
Mental Health Services Block Grant

National Endowment for the Arts

National Pollutant Discharge Elimination 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

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 Efficiency Act

United States Fish and Wildlife Service
Veterans’ Administration

Victims of Crime Act

Workforce Investment Act

Women, Infants and Children Program

Youth Development Center
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OVERVIEW

Pennsylvania is going to reclaim its place as a leader among the states. The success of this
State will be measured by the success of our communities. As such, the Commonwealth will work
to strengthen communities throughout the Commonwealth by working in partnership with localities
to stimulate their economies and create new jobs, boost the performance of their public schools,
improve access to quality health care, guarantee the highest level of protection for natural
resources and provide for a safe and secure community. The revitalization of Pennsylvania’s
communities is the key to the revitalization of Pennsylvania. This Administration will allocate
available State resources in the manner best suited to bring about the revival of our economy, the
renewal of our communities and the rekindling of our belief that we can chart a better future for the
next generation.

GOAL: CREATE JOBS AND BUILD A VITAL ECONOMY

Pennsylvania will craft innovative public/private partnerships and invest new capital in small
and large communities seeking a competitive edge in the global economy. State Government
resources will be strategically linked with private capital to support economic development
opportunities that offer the greatest potential for new jobs that pay a family-sustaining wage.
Pennsylvania will fashion new financial tools to attract businesses that increasingly link
Pennsylvania’s economy to the industries of the future.

GOAL: BUILD A WORLD CLASS PUBLIC EDUCATION SYSTEM

Pennsylvania will offer its children an invigorated public education system that delivers a high
quality education to every child regardless of where that child lives. Driven by high standards
of achievement for every child, this public education system will offer the supports necessary
to prepare every child academically to succeed in college or his/her chosen career after
graduation.

GOAL: INCREASE ACCESS TO HIGH QUALITY HEALTH CARE

Pennsylvania is home to some of the nation’s finest health care facilities and caregivers. The
State will employ innovative quality improvements, cost controls and financial strategies to
bring down the cost of insurance and thereby free up resources to increase access to
affordable high quality health care. These reforms will offer children, families and senior
citizens the medical care necessary for healthy and independent lives.

GOAL: BOOST THE SKILLS OF OUR WORKERS

Pennsylvania’s greatest untapped resource - its dedicated working men and women - must be
prepared for the demanding new jobs that increasingly rely on new technologies to compete in
the global economy. Pennsylvania’s workforce training and development system will be
streamlined and focused to give employers and workers the resources to take full advantage
of every opportunity to boost the number of jobs and the wages of workers.

GOAL: PROTECT OUR NATURAL RESOURCES

The goal of building a vibrant economy in this Commonwealth will be married with a
commitment to the preservation and maintenance of Pennsylvania’s natural resources. With
an eye toward the future, Pennsylvania will support clean air and waterways, agricultural
policies that protect our environment and sound land use policies that preserve open spaces.

GOAL: ENSURE THE SAFETY OF OUR CITIZENS

Every state in the union faces greater challenges in ensuring the safety of our communities.
Public safety planning must be coordinated and comprehensive; linking traditional law
enforcement activities and the new infrastructure necessary to address homeland security
issues. Pennsylvania will develop new cross-agency and cross-jurisdictional partnerships to
ensure that this State is able to deliver on the promise of safety in a thriving democracy.
GOAL: DELIVER GREATER VALUE AND EFFICIENCY IN GOVERNMENT

The role of government is to add value to efforts made by individuals, localities and
organizations to enhance the quality of our lives. This government will identify new ways to
mobilize resources to eliminate waste and redirect under-utilized resources to ensure

maximum service to our citizens. Taxpayers will see greater efficiency and a higher return on
the investment made to support the operation of this government.
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ECONOMIC OUTLOOK

The economic assumptions used to produce many of the tax revenue estimates in this
budget were obtained from forecasts developed by Global Insight, Inc. (formerly known as DRI-
WEFA), Lexington, Massachusetts, a private economic forecasting and consulting firm. Projections
from Global Insight's national baseline forecast were used for the revised 2002-03 estimates and
estimates for the budget year and other future fiscal years in this document. Global Insight’s
baseline scenario represents the economic forecast that, in Global Insight’s opinion, is the forecast
most likely to occur. Economic forecast scenarios available from Global Insight other than the
baseline forecast are described by Global Insight as optimistic and pessimistic.

Recent Trends

Although the recent recession was one of the mildest and shortest on record, the recovery
from it has been slow to develop and thus far has failed to reach even the modest projections of
growth that had been anticipated during the preparation of the 2002-03 fiscal year budget. Despite
the relatively brief duration of the recession and some incipient indications of growth in some
economic sectors, Federal and state budgets continue to be adversely impacted by current
economic trends, including significant cost inflation in some sectors, most notably health care, and
slow growing -- and in some cases, declining -- net revenues from various revenue sources.

The recession of 2001 was primarily business-led with significant contraction in the capital
spending, inventories, output and employment sectors, all of which have yet to recover. A
distinguishing characteristic of the 2001 recession was that the consumer did not stop spending as
consumption, housing and vehicles sales growth remained positive. Consequently, there has
been little in the way of pent-up demand for goods and services that typically fuels most
recoveries.

The Commonwealth’s 2002-03 budget assumed real GDP growth of 3.1 percent for the
2002-03 fiscal year. Revisions to that projection have reduced the estimate to 2.2 percent real
GDP growth for the 2002-03 fiscal year, as the recovery has been constrained by many underlying

weaknesses that have

Chart 1 been converging to restrain
Quarterly Real GDP Growth growth in real GDP.
Throughout the recovery,

real GDP growth has been

6.0% slow and erratic, as

5.0% 1 quarters  of  significant

' growth have been followed
4.0% - by periods of weakness.

Consumer

3.0% spending has remained the

2.0% economy’'s lone strong

point and has driven nearly

1.0% A all of the growth

experienced in the

0.0% - economy thus far, as

2002 2002 2002 2002 2003 2003 2003 2003 2004 2004 businesses have sat out

Ql Q2 Q3 Q4 @@ Q2 Q3 Q4 Q@ Q2 the post-recession period

------------------- Projected------------------- waiting for clearer signals

that a sound, sustainable
recovery has taken hold. A cause for real concern is the fact that recent data indicate that
consumers are becoming wary of rising economic and political uncertainties and thus have
become more cautious about spending, while increasing their savings levels. While consumer
spending continues to rise modestly, slow growth in consumer spending is reflective of the
weakened state of consumers’ financial conditions and their uncertainty regarding their financial
future. The key to sustaining consumer expenditures and consumer confidence is the job market.
Labor markets drive consumer spending, and consumer spending has been the single factor
feeding the recovery to date. Unfortunately, the current recovery has been a jobless recovery
because the tepid growth in real GDP has been insufficient © reduce the unemployment rate.
Persistent recession-like conditions are particularly impacting employment adversely within certain
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sectors such as manufacturing, commercial construction, travel and distribution. Hours worked
are down, meaning that any growth in output is primarily the result of productivity gains -- which
reached 50-year record levels in 2002 -- and not employment gains. Payrolls are continuing to
weaken in manufacturing, distribution, retail, communications and financial sectors. The
unemployment rate has remained at an eight-year high of 6% in December 2002 and is now
estimated to continue to rise until peaking at 6.5 percent in the second quarter of 2003. In
addition, uncertainties in the job market are draining consumer confidence, pushing it down to a
nine-year low in December 2002.

While consumers have sustained the recovery to date, one of the two principal constraints
on the economy has been the unwillingness of businesses to expand their operations, payrolls,
inventories and capital spending. The reduction in business inventories experienced in 2001 has
abated, and firms now have record low inventories. Traditional economic models would expect
business to respond to low inventories with higher factory orders and output, but with the recent
softness in consumption, that is not occurring. Businesses continue to be cautious in their
spending and are not expanding their capital investments, inventories or payrolls.

Data indicates that employers are also struggling to control rising compensation costs.
While total compensation in private industry rose 3.2 percent for 2002, wages and salary increases
were at their lowest levels in eight years. At the same time, benefit costs have been rising
significantly, reaching a 4.7 percent increase for 2002 after posting an increase of 5.1 percent in
2001. These costs are projected to rise another 5 percent in 2003. Health insurance costs rose
10.2 percent in 2002, the largest increase in 11 years. These costs are projected to rise another
14 percent in 2003. With benefits accounting for nearly 30 percent of total compensation,
companies are struggling to control compensation costs, further reducing their willingness to
expand. These trends in compensation are likely reflected in consumer spending and are critical
to the recovery’s sustainability.

The remaining principal constraint to an expansion of the U.S. economy has been the
emerging uncertainty of “geo-political risks,” the Federal Reserve Board’s euphemism for possible
war with Irag and ever-increasing nuclear saber-rattling on the Korean peninsula. Estimates of the
economic impacts from a possible war
vary, and will be dependent on the Chart 2
duration and scope _of the hostilities. REAL GROSS DOMESTIC PRODUCT
However, the persistent threat of
hostilities in Iraq appears to be acting as Annual Growth
a significant drag on the economy at
present, and is adding to the uncertainty 50
and anxiety already confronting the
capital markets, businesses and 4% -
consumers. Oil prices are up 65 percent
since January 2002, having risen 22 3%
percent in the last two months. Higher
energy costs reduce economic growth, 2%
reduce household budgets, add to
inflation, and increase the cost of doing

1%

business.
0% -
With the threat of war looming, 1998 1999 2000 2001 2002 2003 2004
consumers are becoming more cautous Projected---

in their spending, and the timidity of

businesses to expand is reinforced. In the equity markets, nervous investors have sent stock
prices tumbling, and this too has created anxiety on the part of businesses and household
investors. The worst bear market since the Great Depression continues to sap investor
confidence as the stock market recently completed a third straight year of double digit losses.

Inflation, which has been held in check for some time, having increased only 1.6 percent
last year, is forecast to increase by a modest 2.3 percent in 2003. Consumer prices, excluding
food and energy, are likely to have bottomed out during the end of 2002. Significant monetary and
fiscal policies have been implemented that have sought to bolster the recovery. The Federal
Reserve Board lowered the federal funds rate 50 basis points in November to its lowest level since
the 1950's, while the inflation adjusted funds rate is as negative as it has been in 30 years.
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Billions in new government spending also assisted the consumer in propping up the recovery to
date. However, as the lack of growth continues, and state and local governments are
experiencing significant revenue shortfalls, their contribution to growth in real GDP is likely
exhausted. New Federal spending for the military buildup in the Middle East, homeland defense,
education and security have also provided timely fiscal stimulus to support the recovery.

Current Conditions

The slowly developing recovery from the 2001 recession has been plagued with fits and
starts. Following negative annualized growth in GDP during the fourth quarter of 2001, real GDP
grew at an annualized rate of 5 percent in the first quarter of 2002 only to be followed by a period
of retraction to 1.3 percent annualized growth in the second quarter. Despite the corporate
accounting scandals of the mid-year, real GDP growth rebounded in the fall quarter, reaching an
annualized rate of 4 percent. But due to growing anxiety over a possible war with Iraq, a
significant slowdown in consumer spending and a sharp decline in light vehicle sales, fourth
quarter annualized real GDP growth is projected to have been a disappointing 0.7 percent.
Combined, this erratic pattern is likely to result in an estimated 2.4 percent real GDP growth rate
for all of 2002. Chart 2 displays the actual and projected annual growth rate for real GDP for the
years 1998 through 2004. While the growth in real GDP experienced during a typical recovery
averages between 5 and 7 percent, forecasters predict that the growth in real GDP is likely to peak
well short of that range in this recovery, reaching only 4.7 percent by 2004.

The Baseline Forecast

The current recovery, though modest and slowly developing, is projected to continue
according to Global Insight’s baseline forecast, highlighted in Table 1. This table presents actual
data for 2001 and Global Insight’s forecasts

Table 1 for the 2002-2004 period for several national

Forecast Change in economic indicators. As shown, both real

Key US Economic Indicators and nominal GDP are expected to slowly

Annual Percentage Growth* and moderately expand through the end of

Indicator 2001  2002p 2003p  2004p 2003. A greater level of growth is projected

Nominal GDP 2.6 3.3 4.9 6.5 | to occur in 2004. The Global Insight

Real GDP 0.3 2.4 3.1 4.7 | baseline forecast anticipates that economic

Real Personal 2.5 3.0 2.7 43 | activity will continue to be adversely

Consumption impacted by continued concerns regarding

Corporate Profits -14.3 -1.6 15.0 16.5 possible war with Iraq. The baseline

(After Tax) forecast assumes a short and successful

Unemployment Rate 4.8 5.8 6.2 5 3 | war within the first quarter of 2003. At the

(Rate) outset of the anticipated war, the forecast

CPI 2.8 1.6 2.3 2.4 | anticipates that initially business and

Federal Funds (Rate) 3.9 1.7 1.7 3.3 | consumer confidence will drop, 0|I.pr|ces will

spike, and the stock market will retreat.

*Assumptionscontainedhereinareincorporaaedinthe2003-04fisca| year HOWGVGI’, assuming a short and successful
revenue estimates. . e .

war is completed within the first quarter,

p=projected Global Insight projects that consumer and

business confidence could then return, in

which case recovery could begin in earnest during the second half of 2003. It should be noted
however, that any change to these assumptions regarding the outcome, duration and severity of
the anticipated war will significantly alter the resulting economic forecast.

Recent evidence suggests that consumers are becoming more cautious in their spending,
and consequently consumption growth for 2003 could become more moderate. Due to continued
weakness in the labor markets, flat income and rising uncertainties, overall consumption is
expected to be lower in the first part of 2003 but then is expected to gain ground by the fall, with
improved prospects for growth through 2004. Chart 3 displays the slow growth in personal
consumption from 2001 through the end of 2003 relative to prior years. Unemployment and wage
growth concerns are likely to continue to impact consumption. The unemployment rate is projected
to climb through the first half of 2003, reaching its peak at 6.5 percent by the end of the second
quarter. For all of 2003, the unemployment rate is projected at an average of 6.2 percent, with
progress in job growth likely to occur only in the latter part of the year.
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The Global Insight

Chart 3 forecast assumes that the
PERSONAL CONSUMPTION EXPENDITURES ant|C|pate_d _ decline n
Annual Average Growth consumption will be offset by a

surge in Federal Government
spending as the U.S.

6.0% replenishes supplies following a
5.0% ] successful war. The forecast
4.0% 1 ] also presumes that the
3.0% 1 — enactment of new and
2 0% - T accelerated Federal tax cuts
' and other stimulus measures
1.0% 7 could boost the economy later
0.0% t t t t t t in 2003. Projected momentum
1998 1999 2000 2001 2002 2003 2004 for recovery is assumed based

----- Projected----- on the premise that businesses

will be more willing to expand
once the uncertainties of current “geo-political risks” are removed. Positive growth in business
spending on equipment and inventories is therefore forecast for later in 2003. Resulting gains in
employment are assumed that will have the effect of strengthening sagging consumer confidence
thereby bolstering consumer spending. The equity markets also are projected to rebound slowly
from the three years of double digit losses just experienced. Increased Federal spending
combined with more disposable income from the realization of scheduled and proposed tax cuts
are assumed to provide needed fiscal stimulus to the economy in 2003 and 2004 in the Global
Insight model. As for monetary policy, the Global Insight forecast projects that the Federal
Reserve will begin modest tightening of the money supply by raising interest rates by the fall of
2003.

Pennsylvania Outlook

Pennsylvania’s economy continues to struggle. Job losses and lack of significant growth
following the recent recession continue to adversely impact growth in the Commonwealth.
Although the Pennsylvania economy generally tracks the national economy, our unemployment
rates had not risen as dramatically
as the national average during the
depths of the recession. However,
the Pennsylvania unemployment
rate has grown steadily, and the

Chart 4
PA AND US UNEMPLOYMENT RATE
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[ PA = = = US| Since reaching record
3.00% ] employment levels in January
2.00% . . . . . . 2001, a net 94,000 jobs have been

1998 1999 2000 2001 2002 2003 2004 lost by the Pennsylvania economy.
_____ Projected—-  Additional job losses are projected

to occur through 2004, offsetting
any modest job creation that may be occurring. As a result, Pennsylvania currently ranks 48" in
terms of job creation nationally. Little improvement in unemployment levels is forecast for
Pennsylvania compared to projected improvements in the national rates, as can be seen in Chart
4. The Global Insight baseline forecast projects that Pennsylvania’s annual unemployment rate
will likely remain around 5.5 percent through 2004. Employment losses have been broad-based
over the last year as the manufacturing, transportation, utilities, trade, finance, insurance and real
estate sectors have weakened. Only minimal growth in construction, services and government
employment have been realized, and with a slowdown in the housing market forecast and state
and local governments struggling with looming budget deficits, their contribution to employment is
likely to be minimal for the short term.
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The reason Pennsylvania has been experiencing a lower unemployment rate than the U.S.
as a whole is because of the lack of growth in the State’s labor force over the past few years. The
recent lack of significant job growth in the northeast United States overall tended to reverse the
out-migration of Pennsylvania residents for a period of time. This reversal should impact the
unemployment rate since it will result in expansion in the size of the State’s labor force. But
resurgent job growth in neighboring states could re-start out-migration patterns in the near-term.

Pennsylvania’s manufacturing sector is projected to begin a rebound in 2003 as business
investment restarts. However, in the near term most new jobs are expected to be created in the
service sector. The industries driving Pennsylvania’s labor markets continue to be higher
education, pharmaceuticals, high-technology electronic component manufacturing, financial
services, healthcare, and trucking and warehousing.

The short-term outlook for Pennsylvania’s economy remains heavily dependent on trends in
the national economy. Economic growth in Pennsylvania has a high correlation with growth in the
U.S. economy overall. It is estimated that 86 percent of Pennsylvania’s employment volatility is
associated with U.S. employment changes.

A struggling economy and reductions in employment levels are also having impacts on U.S.
and State personal income growth. Chart 5 plots actual and forecast annual real personal income
growth for Pennsylvania and
the United States for the years

Chart 5 1998 through 2004. As shown,
PA AND US REAL PERSONAL INCOME growth in real personal

Annual Percent Growth income within Pennsylvania

had lagged the national rate
during the period when the
economy was expanding. As
indicated, the national real
personal income growth rate
has slowed to a level
consistent with the
Commonwealth’'s.  However,
since the national economy is
projected to expand, the
divergence between the State
and national rates is likely to
reappear. Continued
weakness in the State’'s old-
line manufacturing and transportation industries, particularly aviation, reduce the prospects for
significant State economic growth. Business investment by Pennsylvania firms remains weak, as
it does nationally. Growth in service sector employment and stabilization of employment losses in
other sectors are projected to result in growth in real personal income during calendar years 2003
and 2004, but at levels below the national average.

7.0%

| Bpa  @ys |
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Over the long term, Pennsylvania’s economy continues to diversify significantly, and this
should enable the State to better cope with cyclical downturns. Pennsylvania’s economy is more
diverse than those of its neighbors and is second in the nation only to Missouri in terms of diversity
as compared to the U.S. economy overall. This diversity means that Pennsylvania’s economy is
more likely to follow the national economy. However, due to weak demographic trends,
Pennsylvania’s economy is likely to recover at a subdued rate. Demographically, Pennsylvania will
continue to experience slow growth in population, and out-migration will likely restart as the
national economy improves. On the positive side, the business climate continues to improve
within Pennsylvania with business costs now equal to the national average. Energy costs are
lower as a result of electric and natural gas industry deregulation. Pennsylvania is also succeeding
in attracting high value-added industries such as electronics, pharmaceuticals and computer
services. On balance, the continued diversification of the Pennsylvania economy and
improvements to the business climate are projected to support a rebound, but demographic
challenges and an aging infrastructure will likely lead to a slower recovery in Pennsylvania
compared to the rest of the U.S.
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SUMMARY OF MAJOR OPERATING FUNDS

The total 2003-04 operating budget for the Commonwealth is $45.9 billion. This includes
$21.0 billion in the General Fund, $2.0 billion in the Motor License Fund, $15.2 billion in Federal
funds and $7.7 billion in fees and other special funds revenues.

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

General Fund
Revenue

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

Tax revenue in the General Fund constitutes nearly 98 percent of annual General Fund
revenue. Four taxes account for the majority of General Fund tax revenue. The personal income
tax, the sales and use tax, the corporate net income tax and the capital stock and franchise tax
together provide approximately 84 percent of annual General Fund revenue. For non-tax revenue,
the largest single source of revenue is the statutory transfer of amounts from special funds of the
Commonwealth. Among the largest of these is the transfer from the State (Liquor) Stores Fund.

Recent Revenue Trends: For the five fiscal years ending with 2001-02, total General
Fund revenue grew by 10.7 percent, an annual rate of 2.6 percent. The rate of growth for revenue
during the period understates the actual growth in the tax base due to the enactment of several tax
rate and tax base changes that reduced receipts. The fastest growing major tax revenue sources
during this period were the insurance premiums tax, the liquor tax, the realty transfer tax and the
sales and use tax. All had five-year increases of over 18.5 percent. Revenue from several tax
sources declined over the period. Receipts from corporate taxes, public utility realty tax, the gross
receipts tax and the cigarette tax fell. The decline in corporate taxes was partially the result of
periodic reductions to the rates and bases enacted over the prior five fiscal years. The decline of
public utility realty tax and gross receipts tax collections was a consequence of the deregulation of
the electric generation and natural gas industries in Pennsylvania. Non-tax revenue sources during
this period increased by 39.5 percent. Increased liquor store profits transfer and miscellaneous
receipts, led by interest earnings on General Fund investments accounted for most of the increase
during the period. Generally, larger available cash balances due to improved financial performance
were responsible for the increase in interest earnings.

Receipts from the personal income tax in recent fiscal years had been helped by a
moderately growing Pennsylvania economy and significant gains in the national financial markets.
Personal income tax collections over the past five completed fiscal years have averaged 3.4
percent annual growth. However, the 2001 recession reversed recent growth in the personal
income tax collections. Collections in the last fiscal year were 4.8 percent below estimate. Current
fiscal year actual receipts through January are 3.9 percent below the official estimate. As a result
of the continued sluggish economy and more recent economic data, the estimate for fiscal year
2002-03 personal income tax receipts has been reduced to a negative 0.6 percent growth rate. For
fiscal year 2003-04, personal income tax receipts are anticipated to rise 3.8 percent above the
revised estimate. Estimates for the personal income tax are developed from a regression equation
that uses forecasts of wages, salaries, interest, dividends and rents.

The sales and use tax is levied on certain property and services used by consumers and
by businesses. Recently, annual growth rates for this tax have varied significantly from a high of
7.4 percent in 1998-99 to a low of 1.2 percent in 2001-02. Economic patterns for consumer
purchases are a significant determinant of sales and use tax receipts. For 2002-03 through
January, sales and use tax receipts are slightly exceeding the official estimate, but by only 0.8
percent. Success in achieving receipts in line with the estimate to date is due mainly to continued
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strength in the sades of motor vehicles, likely due to the continuation of generous producer-
provided financing incentives. Sales and use tax receipts through January from motor vehicle
sales transactions are 8.6 percent over the revised estimate while receipts from non-motor vehicle
sales transactions are 0.6 percent below the revised estimate. Anticipating reduced tax receipts
due to a continued slowdown in consumer and business spending in the remaining portion of the
fiscal year, the official estimate for sales tax receipts growth has been lowered from 3.3 percent to
3.1 percent. For 2003-04, the expectation for modest gains in consumption spending is expected
to produce a growth rate of 3.1 percent over the revised estimate. Estimates for the sales and use
tax are developed from a regression equation that uses forecasts of national consumer
expenditures on durable goods, national consumption on new and used motor vehicles and the
Pennsylvania unemployment rate.

The largest single General Fund tax on business 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.
Recently, the robust gains in corporate profits during the middle-to-late 1990’s have reversed in
response to a slowing economy. Current fiscal year-to-date corporate net income tax receipts are
below the official estimate by 12.2 percent through December. Receipts for 2002-03 have been
revised and are now projected to increase by only 0.2 percent. Continued weakness in corporate
profits is anticipated to significantly restrain receipts from this tax for the balance of the fiscal year.
More recent economic forecasts indicate that the outlook for corporate profits may improve during
the later half of calendar year 2003, and tax receipts from the corporate net income tax are
anticipated to increase by 2.8 percent for fiscal year 2003-04. Estimates for the corporate net
income tax are developed from a regression equation that uses forecasts of national before-tax
corporate profits.

Proposed Tax Modifications: The Governor’s proposed 2003-04 budget includes a revision to
the capital stock and franchise tax.

Delayed Implementation of the Elimination of the Capital Stock and Franchise
Tax: The complete phase out of this tax will be delayed by one fiscal year. Beginning January 1,
2003 the tax rate will be 7.24 mills and for 2004 the rate will be 6.99 mills. Beginning January 1,
2005 the tax will be phased out through a one mill reduction of the tax rate that year and each year
thereafter until the tax is eliminated. The estimated 2002-03 savings is $8.1 million and the
estimated 03-04 savings is $52.6 million.

Expenditures

The General Fund is the primary funding source for most State agencies and institutions.
About three quarters of every dollar is returned to individuals, local governments, institutions,
school districts, etc. in the form of grants and subsidies. The remainder pays operating expenses
and debt service.

The total General Fund budget proposed for 2003-04 is $21.0 billion, an increase of
$276.2 million or 1.3 percent. Major program expenditures occur in the area of State correctional
institutions, economic development, education, and public health and welfare.

State Correctional Institutions: The 2003-04 budget proposed for the State correctional
institutions is nearly $1.3 billion. This area has shown a constant upward trend in cost in recent
years. From 1999-00 to 2003-04, total costs have grown from just over $1.1 billion to nearly $1.3
billion. This is due to the continuing rise in inmate population in the State correctional institutions,
which has grown from 36,384 inmates in 1999-00 to an estimated 41,483 inmates in 2003-04.

Basic Education: The financial responsibility for public education in Pennsylvania is
shared by the Commonwealth and 501 Ilocal school districts. Funds provided by the
Commonwealth supplement the funds raised locally. State aid to local school districts is provided
through various school subsidy payments for basic instruction, vocational education, debt service,
pupil transportation, employee retirement programs including social security and various special
education programs.
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The largest such subsidy is the Basic Education Funding subsidy, which provides
Commonwealth aid to local school districts. This budget proposes almost $4.1 billion for the Basic
Education Funding subsidy in 2003-04.

Higher Education: Higher education in Pennsylvania is provided through 239 degree-
granting institutions, which include the fourteen universities of the State System of Higher
Education, four State-related universities, community colleges and various other independent
institutions. The budget proposes nearly $1.8 billion for higher education institutions and students.
This includes nearly $348 million for the Grants to Students Program.

Public Health and Welfare: The Commonwealth provides temporary support for its
residents who are seeking to achieve and sustain independence. It also provides care, treatment
and rehabilitation b persons with mental and physical disabilities and supports programs to
prevent or reduce social, mental and physical disease and disabilities. For 2002-03, the total public
health and human services expenditures from all sources is $20.84 billion. For 2003-04, $20.85
billion has been proposed for these programs. In 2003-04, the amount from the General Fund will
be $7.49 billion, which is an increase of $355 million or five percent.

The largest component of the public health and welfare expenditures is the Medical
Assistance Program. In the decade of the 1990s, the program grew at an annual rate of 13.6
percent. The impact of a less than robust economy which results in a growing caseload, coupled
with technological advances and general medical inflation, such as pharmaceutical prices, result in
a projected State match requirement of $4.7 billion. Cost containment is proposed to sustain the
program for those most in need. The 2002-03 cost from all sources is $ 11.37 billion and the 2003-
04 budget proposes appropriations totaling $ 11.33 billion. Normal growth of Medical Assistance
would have required a State fund match of $4.1 billion in 2003-04. However, because of the cost
containment measures, $3.6 billion is proposed in the budget.

Income maintenance, including cash assistance payments to families in transition to
independence and self-sufficiency totaled $2.02 billion from all sources for 2002-03. The 2003-04
budget proposes total resources of $2.01 billion. The Commonwealth’'s General Fund
appropriation is decreased from $846 million to $836 million. The budget provides a total of $474
million for child care services. This represents an increase of 36 percent since 1997-98. The
number of children served from low-income families increased by 231 percent.

The 2003-04 budget continues the policy of supporting independence for people with
mental retardation and mental health disabilities. In June 1998, the State supported 6,811
institutional beds. By June 2003, that will be reduced to 4,840, a reduction of 29 percent. Over that
period, the community budgets will have grown by $707 million in total funds, an increase of 64
percent.
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Motor License Fund

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

Liquid fuels taxes provided approximately 56 percent of total Motor License Fund
revenues in 2001-02. Revenue from liquid fuels taxes has increased only slightly over the past five
fiscal years. For the five-year period ending with 2001-02, liquid fuels tax revenues increased at an
annual average of 1.9 percent. The budget for 2003-04 projects a 1.7 percent increase.

License and fee revenues represent the other major source of revenues for the Motor
License Fund. Annual growth of receipts from these sources has been increasing. For the four-
year period ending with 2001-02, license and fee revenues increased at an annual average of 2.5
percent. This rate of growth followed a one-year growth of over 35 percent in 1997-98 that resulted
from an increase in registration fees for various vehicles effective in 1997 and 1998. For 2003-04 a
1.6 percent increase is projected.

For the sixth year in a row, the budget for 2003-04 recommends over a billion dollars for
highway maintenance. More importantly, revenue enhancements have permitted a shift in highway
maintenance from the least costly and least effective “oil and chip” patch repairs to more
substantial and desirable resurfacing and reconstruction methods. At the same time, the additional
revenues have allowed more miles of roads to be repaired and safety enhancements to be made
in all of the Commonwealth’s counties.

In addition to the above, improvements continue to be made in customer services at the
Department of Transportation. In 2001, the department successfully implemented its internet
renewal system for use by the general public. This new program gives customers the ability to
renew their non-commercial drivers license, photo identification card or vehicle registration
electronically. The issuing of licenses and registrations continues to be decentralized, making it
easier for the citizens of the Commonwealth to use these services. In addition, the time needed to
issue licenses and registrations continues to be reduced.

Looking to the future, the department is researching highway systems technology in such
areas as intelligent transportation systems, advanced maintenance technologies, and high
performance pavement markings. In addition, the department will provide quality services that are
user friendly and customer-focused and will remain responsive and accountable to the citizens of
the Commonwealth.

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.

Environmental Stewardship Fund

The Environmental Stewardship Fund is a special fund of the Commonwealth, created in
December 1999 by Act 68 of 1999, the Environmental Stewardship and Watershed Protection Act.
This is the primary source of funding for the broad “Growing Greener” initiative that addresses
environmental issues such as farmland preservation, open space protection, maintenance in State
parks, abandoned mine reclamation, watershed protection and restoration, recreational trails, local
parks, land use planning, and local drinking water and sewer systems.

This fund is composed of monies received from landfill fees and interest earnings. There
are also transfers from the Hazardous Sites Cleanup Fund and the Recycling Fund, which, by law,
end in fiscal 2003-04. The Environmental Stewardship Fund originally received revenue from a 25
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cent per ton, or 25 cent per three cubic yards, fee for all solid waste received at a landfill in the
Commonwealth. Act 90 of 2002 added an additional $4 per ton disposal fee for all solid waste
disposed of at any municipal waste landfill. For fiscal year 2002-03, the first $50 million received
from this fee is to be deposited into this special fund. In fiscal year 2003-04, all revenue from
these fees is to be deposited in this special fund, less one fiscal quarter accrual due the General
Fund. Act 233 of 2002 mandates that, in fiscal year 2004-05, the Department of Agriculture
receive $16.5 million from this fee. For fiscal year 2005-06 and beyond, all revenue from these
fees is to be deposited in this special fund.

The Commonwealth agencies involved with the “Growing Greener” programs are the
Department of Conservation and Natural Resources, the Department of Environmental Protection,
the Department of Agriculture, and the Infrastructure Investment Authority. Implementation of all
programs began in 1999-00. For additional details, please see the Environmental Stewardship
Fund in Section C.

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 property tax and rent assistance, community care programs, mass transit fare
subsidies, and assistance in the purchase of pharmaceuticals.

The Pennsylvania State Lottery has reached a state of maturity where growth in sales
revenues has slowed dramatically because of decreased participation in the online games. The
online games show results primarily when there are unusually large jackpots of several million
dollars. Also, the more popular instant games carry a lower profitability factor. To counter the
trend of slow growth in revenues, the Lottery has joined the multi-state Powerball game, is working
with retailers to increase sales, has implemented midday drawings, and has expanded advertising
campaigns to promote higher levels of participation. Player Activated Terminals are proposed for
wider retail locations to broaden game accessibility. Combined, these efforts will begin to address
the Fund’s ability to maintain programs.

The total costs of programs funded through the Lottery Fund continue to increase, a total
of 37.8 percent compared to 1997-98. The largest program in the Lottery Fund is the
Pharmaceutical Assistance Contract for the Elderly (PACE) Program. This program provides
pharmaceutical benefits to qualified older Pennsylvanians who face a growing burden from the
cost of drugs required to maintain healthy and productive lives. For 2003-04, a transfer of $370
million to the Pharmaceutical Assistance Fund will provide assistance to 217,500 older
Pennsylvanians at an estimated cost of $437.2 million. This is a $133 million (56 percent) increase
in the transfer compared to 1997-98. The departments of Aging and Revenue are developing an
affordable and responsible proposal to further expand the income eligibility limits for PACE and
PACENET, enabling additional older Pennsylvanians to obtain pharmaceutical coverage. The
second largest program in the Lottery Fund is the PENNCARE Program that provides in-home and
community-based services to older Pennsylvanians to enrich their lives and enable them to delay
or avoid institutionalization. For 2003-04, $206.6 million is provided for the PENNCARE
appropriation. This is a $31.8 million (18 percent) increase compared to 1997-98. Combined, these
programs account for approximately 69 percent of total Lottery Fund program expenditures. There
are two primary factors in the rising costs of programs: 1) the increasing number of eligible older
Pennsylvanians and 2) the rapidly rising costs and utilization of pharmaceuticals. There is a
continual search for ways to control costs.

Tobacco Settlement Fund

On December 17, 1999, Pennsylvania finalized its contractual agreement with the five
major tobacco companies under the Master Settlement Agreement (MSA). The MSA provides a
perpetual reimbursement to states for the costs incurred as a result of tobacco use.
Pennsylvania’s share of the MSA funds for the first 25 years of the agreement is in excess of $9
billion, with annual payments ranging between $322 million and $434 million from 1999 to 2025.
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The Tobacco Settlement Act 77 of 2001 established the Tobacco Settlement Fund as the
special revenue fund that receives the proceeds from the MSA for the Commonwealth. It provides
funding for programs such as health care insurance for the uninsured, home and community-
based care, contributions to the PACENET program, tobacco use prevention and cessation,
broad-based health research, medical care for workers with disabilities, and uncompensated care.

The fund also maintains an endowment component to preserve a portion of the receipts to
ensure funds for future generations, sustain critical programs if tobacco allocations decrease, and
provide ongoing revenue if tobacco allocations cease. The initial payment from the MSA of $142
million was deposited into the endowment account. In addition, strategic contribution payments,
earnings from investments, and eight percent of the annual payment from the MSA are deposited
into the endowment account.

This budget proposes one-time use of $330 million from the endowment account to
support expenditures for programs in the General Fund consistent with the intended uses of the
Tobacco Settlement Fund. To ensure that a similar transfer need not occur in the future, the
Administration will work with the General Assembly to come to an agreement on ways to utilize the
resources of the Tobacco Settlement Fund in a manner that will most effectively provide long-term
solutions to the Commonwealth’s most pressing healthrelated needs.

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% of the
General Fund’s fiscal year ending balance. The transfer requirement is reduced to 10% of the
General Fund’s ending balance if the balance of the Budget Stabilization Reserve Fund equals or
exceeds 6% 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 General Fund budget, Act 91 of
2002 repealed the Tax Stabilization Reserve Fund and by law the entire balance was transferred
to the General Fund. Act 7A, the General Appropriations Act of 2002, subsequently transferred
$300 million from the General Fund as an initial deposit into the new Budget Stabilization Reserve
Fund. Thus, the net transfer of the Rainy Day Fund balance to the General Fund was nearly $750

million.
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The lack of a meaningful economic recovery has continued to negatively impact the
Commonwealth’s General Fund revenues. To counteract the revenue decline, a spending freeze
of nearly $390 million has been implemented during the 2002-03 fiscal year. Further, this budget
proposes significant state government spending cuts for 2003-04 in order to balance expenditures
with revenues. However, the utilization of the Rainy Day Fund balance is also required. This
budget proposes the use of $50 million of the fund balance in the 2002-03 fiscal year and $250
million in 2003-04.

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
salaried complement by department is included in Section | of this budget document.

Authorized Salaried Complement

90,000

87,500

80,000

2002-03 2003-04

This budget proposes an overall reduction in the Commonwealth’s authorized FTE
salaried complement level in 2003-04 of 1,959 positions, from 86,128 to 84,169 positions. The
potential for additional complement reductions exists in some agencies in conjunction with the
funding reductions proposed in this budget.
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STATEMENTS

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

The following financial statements are a summary of the General Fund and selected Special Fund
revenues and expenditures for the 2001-02 actual year, 2002-03 available year, 2003-04 budget year
and 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)

2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08

Beginning Balance®...........c..cc........ $ 335467 $ 142835 $ -54,507 $ 1,851
Revenues.........cccevvvvviiiiieeceeeiin, $20,059,943 $21,206,000 $ 21,341,500 $22,262,200 $ 23,068,600 $ 23,843,500 $ 24,506,500
AJUSIMENES”. ... -861,607 -846,800 -544,500 -909,075 930,958 -960,382 -987,112
Funds Available.............c.cccoeennee. $19,533,803 $20,502,035 $20,742,493 $21,354,976 $ 22,137,642 $22,883,118 $ 23,519,388
Expenditures..........ccocoveereienneennn, -20,429,399  -20,306,542  -20,990,025  -21,942,609 -22,654,394  -23,440,385  -24,193,693
Closing Balance............cccocceeevnnenne $ -895596 $ 195493 $ -247532 $ -587,633 $ -516,752 $ -557,267 $ -674,305
Transfer from Tax Stabilization

Reserve Fund...........ccccocvvvnvnnnnns 1,038,431 0 0 0 0 0 0
Transfer from Budget Stabilization

Reserve Fund...........ccccocvvvninnnnns 0 50,000 250,000 0 0 0 0
Less Transfer to Budget Stabilization

Reserve Fund...........ccccocvvvvvnnnnns 0 -300,000 -617 0 0 0 0
Ending Balance™...............ccccoeee. $ 142835 $ -54507 $ 1,851 $ -587,633 $ -516,752 $ -557,267 $ -674,305

aEnding balance not carried forward after 2003-04.

b . -
Includes net revenue accruals, refunds, lapses and adjustments to beginning balances.
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Seven Year Financial Statements By Fund

Motor License Fund?®

(Dollar Amounts in Thousands)

2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08
Beginning Balance....................... $ 114,861 $ 56,358 $ 31,940 $ 10,453 $ 12,041 $ 12,434 $ 11,393
ReCeiptS......ovviviiieiiie e 1,982,800 2,034,048 2,026,348 2,046,830 2,070,850 2,093,750 2,123,160
Funds Available.............cccccceeennn. $ 2,097,661 $ 2,090,406 $ 2,058,288 $ 2,057,283 $ 2,082,891 $ 2,106,184 $ 2,134,553
Less Expenditures...........cc.ceeenee. -2,041,303 -2,058,466 -2,047,835 -2,045,242 -2,070,457 -2,094,791 -2,122,898
Ending Balance..........cccccceveuveennns $ 56,358 $ 31,940 $ 10,453 $ 12,041 $ 12,434 $ 11,393 $ 11,655

Banking Department Fund
(Dollar Amounts in Thousands)

2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08
Beginning Balance....................... $ 18,967 $ 19,740 $ 19,447 $ 21,858 $ 24,400 $ 27,091 $ 29,919
RecCeipts......oocvvieieiiiiiiee e 12,914 13,429 13,579 13,714 13,867 14,008 14,149
Funds Available................cccoc..... $ 31,881 $ 33,169 $ 33,026 $ 35572 $ 38,267 $ 41,099 $ 44,068
Less Expenditures.............cccuee.... -12,141 -13,722 -11,168 -11,172 -11,176 -11,180 -11,184
Ending Balance..............cccocuuueee.. $ 19,740 $ 19,447 $ 21,858 $ 24,400 $ 27,091 $ 29,919 $ 32,884

Boat Fund
(Dollar Amounts in Thousands)

2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08
Beginning Balance....................... $ 10,546 $ 11,549 $ 11,409 $ 11,251 % 10,878 $ 10,184 $ 9,266
ReCeiptS......ovveviiieiiiieee e 11,880 11,194 10,643 10,643 10,643 10,643 10,643
Funds Available.............ccccocueeennn. $ 22,426 $ 22,743 $ 22,052 $ 21,894 $ 21,521 $ 20,827 $ 19,909
Less Expenditures...........cc.ceeeuee. -10,877 -11,334 -10,801 -11,016 -11,337 -11,561 -11,791
Ending Balance..........ccccccevuveennns $ 11,549 $ 11,409 $ 11,251 $ 10,878 $ 10,184 $ 9,266 $ 8,118

 Excludes restricted revenue.
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Seven Year Financial Statements By Fund

Environmental Stewardship Fund?®

(Dollar Amounts in Thousands)

2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08
Beginning Balance....................... $ 5,096 $ 3,095 $ 0 % 0 % 0 % 0 % 0
Receipts.......ovvvieieiiiereeee 90,053 87,000 107,100 82,600 99,100 99,100 99,100
Funds Available.............ccccoceeennn. $ 95,149 $ 90,095 $ 107,100 $ 82,600 $ 99,100 $ 99,100 $ 99,100
Less Expenditures............c.ceeenee. -92,054 -90,095 -107,100 -82,600 -99,100 -99,100 -99,100
Ending Balance..........c.ccccccvvnunne. $ 3,095 $ 0 $ 0 $ 0 $ 0 $ 0 $ 0

Farm Products Show Fund
(Dollar Amounts in Thousands)

2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08
Beginning Balance..............c........ $ 1,317 $ 268 $ 88 $ 58 $ 679 $ 1,300 $ 1,921
ReCeipts......ocviieieieiiiee e, 5,664 6,718 8,513 8,164 8,164 8,164 8,164
Funds Available.................ccoc...... $ 6,981 $ 6,986 $ 8,601 $ 8,222 % 8,843 $ 9,464 $ 10,085
Less EXpenditures..................... -6,713 -6,898 -8,543 -7,543 -7,543 -7,543 -7,543
Ending Balance.............ccccocuueeee.. $ 268 $ 88 $ 58 $ 679 $ 1,300 $ 1,921 $ 2,542

Fish Fund
(Dollar Amounts in Thousands)

2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08
Beginning Balance....................... $ 13,923 $ 11,026 $ 12,729 $ 8,771 % 3,776 $ -1,874  $ -8,192
ReCeipts.......ovvviiieiiieiieees 40,359 33,510 28,162 28,162 28,162 28,162 28,162
Funds Available.............ccccoceeennn. $ 54,282 $ 44536 $ 40,891 $ 36,933 $ 31,938 $ 26,288 $ 19,970
Less Expenditures...........cc.ceeenee. -43,256 -31,807 -32,120 -33,157 -33,812 -34,480 -35,162
Ending Balance..........ccccceveueeennns $ 11,026 $ 12,729 $ 8,771 $ 3,776 $ -1,874  $ -8,192 $ -15,192

? Excludes restricted revenue.
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Seven Year Financial Statements By Fund

Game Fund

(Dollar Amounts in Thousands)

2001-02 2003-04 2004-05 2005-06 2006-07 2007-08
Beginning Balance....................... $ 26,921 $ 23,142 $ 19,471 % 15,564 $ 10,657 5750 $ 843
ReCeipts.......ovvviiieiiieciec e 56,582 56,715 56,633 56,633 56,633 56,633 56,633
Funds Available.............ccccoceeenne. $ 83,503 $ 79,857 $ 76,104 $ 72,197 $ 67,290 62,383 $ 57,476
Less Expenditures...........cc.ceeenee. -60,361 -60,386 -60,540 -61,540 -61,540 -61,540 -61,540
Ending Balance..........ccccccevuveennns $ 23,142 $ 19,471 $ 15,564 $ 10,657 $ 5,750 843 $ -4,064

Keystone Recreation, Park and Conservation Fund
(Dollar Amounts in Thousands)

2001-02 2003-04 2004-05 2005-06 2006-07 2007-08
Beginning Balance....................... $ 78,487 $ 82,936 $ 26,728 $ 43,750 $ 46,419 48,612 $ 50,727
RecCeipts......oocvvieieiiiiiiee e 103,086 65,137 50,610 53,694 56,229 58,674 60,849
Funds Available................cccoc.... $ 181,573 $ 148,073 $ 77,338 $ 97,444 $ 102,648 107,286 $ 111,576
Less EXpenditures...........c........ -98,637 -121,345 -33,588 -51,025 -54,036 -56,559 -58,967
Ending Balance..............cccoeuuneee.. $ 82,936 $ 26,728 $ 43,750 $ 46,419 $ 48,612 50,727 $ 52,609

Lottery Fund
(Dollar Amounts in Thousands)

2001-02 2003-04 2004-05 2005-06 2006-07 2007-08
Beginning Balance....................... $ 175,716 $ 213,102 $ 181,569 $ 216,535 $ 253,297 170,674 $ 16,302
Add Reserve From Prior Year...... 160,000 100,000 100,000 100,000 100,000 100,000 100,000
ReCeipts.......ovviiiieiiiiiec e 1,007,996 1,122,515 1,196,232 1,241,420 1,250,629 1,257,526 1,263,463
Funds Available.............ccccccveennn. $ 1,343,712 $ 1435617 $ 1477801 $ 1557955 $ 1,603,926 1,528,200 $ 1,379,765
Less Expenditures...........cc.ceeenee. -1,030,610 -1,154,048 -1,161,266 -1,204,658 -1,333,252 -1,411,898 -1,507,676
Less Reserve for Current Year..... -100,000 -100,000 -100,000 -100,000 -100,000 -100,000 0
Ending Balance..........ccccccevcuveennns $ 213,102 $ 181,569 $ 216,535 $ 253,297 $ 170,674 $ 16,302 $ -127,911

A22



Overview and Summaries

Seven Year Financial Statements By Fund

Milk Marketing Fund

(Dollar Amounts in Thousands)

2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08
Beginning Balance....................... $ 1,639 $ 1519 $ 1,276 $ 1578 $ 1,880 $ 2,182 $ 2,484
ReCceipts.......ovvvieieiiiie i 2,274 2,289 2,879 2,879 2,879 2,879 2,879
Funds Available.............ccccoceeennn. $ 3,913 $ 3,808 $ 4,155 $ 4457 $ 4759 $ 5,061 $ 5,363
Less Expenditures............c.ceeenee. -2,394 -2,532 -2,577 -2,577 -2,577 -2,577 -2,577
Ending Balance..........ccccceveueeennns $ 1519 $ 1,276 $ 1578 $ 1,880 $ 2,182 $ 2,484 $ 2,786

Racing Fund
(Dollar Amounts in Thousands)

2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08
Beginning Balance....................... $ 8,695 $ 7,293 $ 7211 $ 8,047 $ 8,047 $ 8,047 $ 8,047
Receipts.......ovvvviieiiieieee 16,936 17,323 18,201 18,201 18,201 18,201 18,201
Funds Available.............ccccoceeennn. $ 25,631 $ 24,616 $ 25,412 $ 26,248 $ 26,248 $ 26,248 $ 26,248
Less Expenditures............c.ceeenee. -18,338 -17,405 -17,365 -18,201 -18,201 -18,201 -18,201
Ending Balance..........ccccccevcueeennns $ 7,293 $ 7211 $ 8,047 $ 8,047 $ 8,047 $ 8,047 $ 8,047

Tobacco Settlement Fund
(Dollar Amounts in Thousands)

2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08
Beginning Balance....................... $ 667,305 $ 501,619 $ 430,337 $ 360,528 $ 357,566 $ 354,676 $ 351,438
RecCeipts......occviieiiiiiiiee e 433,529 516,797 360,528 357,566 354,676 351,438 354,883
Funds Available.................ccoc.... $ 1,100,834 $ 1,018,416 $ 790,865 $ 718,094 $ 712,242 % 706,114 $ 706,321
Less Expenditures.............cccueeee... -599,215 -588,079 -430,337 -360,528 -357,566 -354,676 -351,438
Ending Balance..............ccccocuueeee.. $ 501,619 $ 430,337 $ 360,528 $ 357,566 $ 354,676 $ 351,438 $ 354,883
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Seven Year Department Summary by Fund

The following is a summary by department of 2000-01 actual expenditures, the 2001-02 amounts available, the 2002-03 amounts budgeted
and future year estimates as presented in the 2002-03 Governor's Executive Budget for the General Fund and selected Special Funds.

(Dollar Amounts in Thousands)

2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08
Actual Available Budget Estimated Estimated Estimated Estimated

Governor's Office

General FUNG........coovovviriiiiii s $ 7,852% 8,034 $ 7,619 $ 7,619 $ 7,619 $ 7,619 % 7,619

Tobacco Settlement FUNd...........ccccooeiiiiiieiiiiiene 25,783 0 0 0 0 0 0
Department TOtal ........ccoceviiienenieie e $ 33,635 $ 8,034 $ 7619 $ 7619 $ 7619 $ 7,619% 7,619
Executive Offices

General FUNG.......ccooviiiiiiiiic s $ 316,045 $ 341,020 $ 251,793 $ 251,783 $ 251,873 $ 247,773 $ 247,773

Motor License FUNM........cccovviriieiininiiiincicecienns 5,282 10,341 11,341 11,341 11,341 11,341 11,341

Tobacco Settlement FUNd..........ccoovveiiiniicciinne 96,202 35,008 34,703 29,118 28,881 28,650 28,391
Department TOtal ........ccoovviieenieniee e $ 417,529 $ 386,369 $ 297,837 $ 292,242 $ 292,095 $ 287,764 % 287,505
Lieutenant Governor

General FUNG.......ccooviiiiiiiiic s $ 1,083 $ 1,112 $ 1,112 $ 1,112 $ 1,112 $ 1,112 % 1,112
Attorney General

General FUNG.......coooviieiii s $ 75,191 % 75,058 $ 73,842 $ 73,842 $ 73,842 $ 73,842 % 73,842
Auditor General

General FUNG.......ccooviiiiiiiiic s $ 47,513 $ 47,691 $ 47,560 $ 47,160 $ 47,160 $ 47,160 $ 47,160
Treasury

General FUNG.......ocooviiiiiic e $ 585,656 $ 395,659 $ 714,357 $ 867,119 $ 905,058 $ 918,371 $ 923,228

Lottery Fund.... 4 100 100 100 100 100 100

RACING FUND....cviiiiiiiiiiiice e 10 10 10 10 10 10 10

Motor License FUNM.........cocveeriieriniiiiiniecee s 68,941 55,969 51,898 34,305 34,520 33,854 34,961

GaAME FUNG....oviiiiiiccec e 1 5 5 5 5 5 5

FiSh FUNG...ccoiiiiiiiicc 1 5 5 5 5 5 5

Banking Department FUNd............cccoveviiininniicen, 0 5 5 5 5 5 5

Milk Marketing Fund...........ccccoovviiiiiniiccice 0 10 10 10 10 10 10

Farm Products Show Fund..........c.cccoovveviiiiiniiennnn, 0 5 5 5 5 5 5

Boat FUN......ooiiiiiiiiiiccc e 0 5 5 5 5 5 5

Keystone Recreation, Park and Conservation Fund........ 1 0 0 0 0 0 0
Department Total ... $ 654,614 $ 451,773 $ 766,400 $ 901,569 $ 939,723 $ 952,370 $ 958,334
Aging

General FUNG.......coooviiiiii s $ 36,689 $ 38,880 $ 33,548 $ 33,548 $ 33,548 $ 33,548 $ 33,548

LOttery FUND......ccooiiiiiiieicic e 561,809 600,081 576,692 600,946 724,946 798,946 889,946

Tobacco Settlement FUNd..........cccovovveiiniiincenias 46,231 46,833 52,625 44,088 43,726 43,373 42,977
Department Total ... $ 644,729 $ 685,794 $ 662,865 $ 678,582 $ 802,220 $ 875,867 $ 966,471
Agriculture

General FUNG........cooooviiiiiiii $ 73,783 % 76,110 $ 70,715 $ 70,715 $ 70,715 $ 70,715 % 70,715

RACING FUNG....oviiiiiiieiceee e 18,099 17,164 17,122 17,958 17,958 17,958 17,958

Environmental Stewardship Fund..........cc.cccoovvivnnnnn. 13,630 13,334 15,851 0 0 0 0

Farm Products Show Fund..........ccccoeeriincninncinenn, 5,713 6,353 6,538 6,538 6,538 6,538 6,538
Department Total ... $ 111,225 $ 112,961 $ 110,226 $ 95,211 $ 95,211 $ 95,211 % 95,211
Banking

Banking Department Fund..........ccoovoviecniinniininnn, $ 11,801 $ 13,375 $ 10,825 $ 10,825 $ 10,825 $ 10,825 $ 10,825

Civil Service Commission
General FUNd........c.cooviiiiiiiiiiiccc e $ 1% 1% 13 13 13 1% 1
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Seven Year Department Summary by Fund

(Dollar Amounts in Thousands)

2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08
Actual Available Budget Estimated Estimated Estimated Estimated

Community and Economic Development

General FUNG.....c.oovoveieieiec e $ 424,699 $ 403,622 $ 322,598 $ 322,598 $ 322,598 $ 322,598 $ 322,598

Tobacco Settlement Fund 160,000 0 0 0 0 0 0
Department TOtal ... $ 584,699 $ 403,622 $ 322,598 $ 322598 $ 322,598 $ 322,598 % 322,598
Conservation and Natural Resources

General FUNG.......covoveiieieieccceereee e $ 99,075 $ 108,878 $ 91,575 $ 91,675 $ 91,675 $ 91,675 $% 91,675

Environmental Stewardship Fund............c.ccoceeervivinnan. 22,195 21,713 25,811 23,458 28,144 28,144 28,144

Motor License FUN..........ccoocvvvvrierieieinnnicie e 1,000 1,000 1,000 1,000 1,000 1,000 1,000

Keystone Recreation, Park and Conservation Fund........ 71,245 96,302 20,105 32,896 34,901 36,549 38,137
Department Total .........ccceeeeverinieniniee e $ 193,515 $ 227,893 $ 138,491 $ 149,029 $ 155,720 $ 157,368 $ 158,956
Corrections

General FUNG.......covoveiieieieccceereee e $ 1,150,844% 1,266,336 $ 1,298,500 $ 1,363,542 $ 1,363,542 $ 1,363,542$% 1,363,542
Education

General FUNG.......ooovrieie i $ 8,276,851$% 8,559,284 $ 8,468,785 $ 8,811,862 $ 9,200,166 $ 9,574,775$% 9,884,921

Motor License FUN.........cccovvviiiiiiiiiiiec e, 1,070 1,230 1,230 1,230 1,230 1,230 1,230

Keystone Recreation, Park and Conservation Fund........ 17,495 10,787 9,462 11,550 12,155 12,700 13,202
Department Total .........cooovvvviieiiiniiceiceces $ 8,295416$ 8,571,301 $ 8,479,477 $ 8,824,642 $ 9,213551 $ 9,588,705% 9,899,353
Emergency Management Agency

General FUNG.......ooovrieie i $ 23,380 $ 23,969 $ 44173 $ 17,823 $ 17,486 $ 17,320 $ 17,231
Environmental Protection

General FUNG.......oovoveiiieieccce e $ 289,409 $ 245,636 $ 179,365 $ 179,213 $ 179,218 $ 179,222 % 179,226

Environmental Stewardship Fund.. . 34,402 33,695 40,055 36,096 43,307 43,307 43,307

Motor License FUN..........cccocvrvvrierierieinnnieneseenns 4,000 4,000 4,000 4,000 4,000 4,000 4,000
Department TOtal ... $ 327,811 $ 283,331 $ 223,420 $ 219,309 $ 226,525 $ 226,529% 226,533
Fish and Boat Commission

General FUund........ccocooiiiiiiiii e $ 118 12 $ 13 $ 13 $ 13 $ 13% 13

Fish FUND....ooiiiciecc e 26,718 24,776 26,127 27,164 27,819 28,487 29,169

Boat FUN......c.ooeiiiieiec e 8,840 8,629 8,793 9,008 9,329 9,553 9,783
Department TOtal ... $ 35,569 $ 33,417 $ 34,933 $ 36,185 $ 37,161 $ 38,053 % 38,965
Game Commission

Game FUNG......cooviiiiiccce e $ 51,609 $ 50,957 $ 51,557 $ 52,557 $ 52,557 $ 52,557 $ 52,557

Keystone Recreation, Park and Conservation Fund........ 13 0 0 0 0 0 0
Department TOtal ..........oovrenninis $ 51,622 $ 50,957 $ 51,557 $ 52,557 $ 52,557 $ 52,557 % 52,557
General Services

General FUNG.......coooviiviiiieccceceeee e $ 109,767 $ 115,896 $ 111,718 $ 111,919 $ 111,626 $ 111,827 % 111,626

Motor License FUNG........cc.coevvevieiiiieiicciecce e, 20,240 20,253 20,244 20,244 20,244 20,244 20,244

Banking Department Fund............ccooeviiiiiiencieiens 340 342 338 342 346 350 354
Department TOotal ..., $ 130,347 $ 136,491 $ 132,300 $ 132,505 $ 132,216 $ 132,421% 132,224
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(Dollar Amounts in Thousands)

2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08
Actual Available Budget Estimated Estimated Estimated Estimated

Health

General Fund...........cooovviiiiiiiiee e $ 269,908 $ 257,754 $ 236,364 $ 236,364 $ 236,364 $ 236,364 $ 236,364

Tobacco Settlement Fund 125,301 134,393 133,404 111,763 110,846 109,949 108,944
Department Total ..........cccoeiiiiiniiiiniicc $ 395,209 $ 392,147 $ 369,768 $ 348,127 $ 347,210 $ 346,313 $ 345,308
Higher Education Assistance Agency

General Fund...........cooovviiiiiiiiicce e $ 403,075 $ 412,838 $ 407,641 $ 407,310 $ 407,310 $ 407,310 $ 407,310

Tobacco Settlement Fund...........c.ccocvviiiiiiieiccci, 8,000 0 0 0 0 0 0
Department Total ..........ccccoeeiiiiniiiiiicccc $ 411,075 $ 412,838 $ 407,641 $ 407,310 $ 407,310 $ 407,310% 407,310
Historical and Museum Commission

General FUNG.......covoviiviiiieccce e $ 33,240 % 33,454 $ 31,528 $ 31,528 $ 30,878 $ 30,878 $ 30,878

Keystone Recreation, Park and Conservation Fund........ 9,883 14,256 4,021 6,579 6,980 7,310 7,628
Department Total ..., $ 43,123 $ 47,710 $ 35,549 $ 38,107 $ 37,858 $ 38,188 % 38,506
Infrastructure Investment Authority

Environmental Stewardship Fund...........c.ccceccovciinnnn. $ 21,827 $ 21,353 $ 25,383 $ 23,046 $ 27,649 $ 27,649 $ 27,649
Insurance

General Fund................... $ 45,805 $ 57,769 $ 58,483 $ 74,168 $ 79,862 $ 85,620 $ 90,378

Tobacco Settlement Fund 77,738 97,544 96,826 81,119 80,452 79,802 79,074
Department Total ..o $ 123,543 $ 155,313 $ 155,309 $ 155,287 $ 160,314 $ 165,422'% 169,452
Labor and Industry

General Fund...........cooovviiiiiiicceee $ 109,805 $ 108,639 $ 85,751 $ 85,751 $ 85,751 $ 85,751 % 85,751
Military and Veterans Affairs

General FuNd........c.ccoovviiiiiiiece e $ 93,219 % 107,061 $ 109,953 $ 109,953 $ 109,953 $ 109,953 $ 109,953
Milk Marketing Board

Milk Marketing FUNG.........coovviiiiiiieicceeee s $ 2,394 % 2522 $ 2,567 $ 2,567 $ 2,567 $ 2,567 $ 2,567
Probation and Parole

General FUNG.......coovviiviiciiiccece e $ 99,748 $ 101,708 $ 99,965 $ 99,965 $ 99,965 $ 99,965 $ 99,965
Public Television Network

General Fund...........cooovviiiiiiiiccceec e $ 12,977 $ 12,153 $ 11,232 $ 11,232 $ 11,232 $ 11,232 % 11,232
Public Welfare

General FuNd........c.ooovviiiiiiiiiccc e $ 6,668952% 6,683,591 $ 7,048,007 $ 7,432,607 $ 7,711,543 $ 8,105979% 8,539,925

Tobacco Settlement FUNd...........cccooveviiiiiiiiiicicene, 60,053 318,577 113,055 94,716 93,937 93,178 92,328
Department Total .........ccceevverevieieneeeee e $ 6,729,005% 7,002,168 $ 7,161,062 $ 7,527,323 $ 7,805,480 $ 8,199,157$% 8,632,253
Revenue

General FuNd..........cooooiviiiiiiicece e $ 222,737 % 229,031 $ 212,722 $ 212,710 $ 214,796 $ 216,987 $ 219,288

LOLEErY FUND....ovieiiiieiecee s 349,798 448,548 447,352 463,748 465,544 467,337 469,205

RaCING FUND......oooviiiiiiiic s 228 231 233 233 233 233 233

Motor License Fund 21,057 22,232 22,437 22,437 22,437 22,437 22,437
Department Total ............ccceeeiiiiiiniic $ 593,820 $ 700,042 $ 682,744 $ 699,128 $ 703,010 $ 706,994 $ 711,163
Securities Commission

General FUNd.......c..coovvviiiiiiiieece e $ 2,188 % 2,177 $ 2,110 $ 2,110 $ 2,110 $ 2,110% 2,110
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(Dollar Amounts in Thousands)

2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08
Actual Available Budget Estimated Estimated Estimated Estimated

State

General FUNG.......cooiiiiiiiii e $ 17,394 $ 6,744 $ 7,562 $ 8,820 $ 8831 % 8,576 $ 6,262
State Employees' Retirement System

General FUNG.......oooviieiiiiceec $ 0% 0% 2% 2% 2% 2% 2
State Police

General FUNG.......c.cooiiiiiii s $ 164,245 $ 178,213 $ 174,633 $ 173,247 $ 173,247 $ 173,247 $ 173,247

Motor License Fund..........ccccovveviiiniiincisns 339,767 371,775 355,090 355,090 355,090 355,090 355,090
Department Total .........ccceeeeverinieniniee e $ 504,012 $ 549,988 $ 529,723 $ 528,337 $ 528,337 $ 528,337 % 528,337
Tax Equalization Board

General FUNG.......cooiiiiiiiii e $ 1,373 % 1,366 $ 1,335 $ 1,335 $ 1335 $ 1335% 1,335
Transportation

General FUNG......coovoiiiiiei s $ 306,593$ 319,488 $ 300,153 $ 300,153 $ 300,153 $ 300,153$ 300,153

Lottery FUNG.....covooiiiieiiiee e 118,999 137,122 137,122 139,864 142,662 145,515 148,425

Motor License FUNd..........cceovveiiiiiieiieeces 1,579,946 1,571,666 1,580,595 1,595,595 1,620,595 1,645,595 1,672,595
Department TOtal ........cccoerererierirenieeesesee e $ 2,005538$% 2,028,276 $ 2,017,870 $ 2,035,612 $ 2,063,410 $ 2,091,263$ 2,121,173
Legislature

General FUNG.........ccovviiiiiii e $ 229,080 258,100 $ 257,702 $ 257,702 $ 257,702 $ 257,702 $ 257,602
Judiciary

General FUNG.......coooiiiiiiiic e $ 231,211$ 236,512 $ 246,108 $ 246,108 $ 246,108 $ 246,108 $ 246,108
COMMONWEALTH TOTALS:
General FUNd ..o $ 20,429,399 $ 20,713,796 $ 21,008,525 $ 21,942,609 $ 22,654,394 $ 23,440,385 $ 24,193,693
Lottery FUNd ......ccooviiieieiieieeeee e 1,030,610 1,185,851 1,161,266 1,204,658 1,333,252 1,411,898 1,507,676
RaACING FUNG ..o 18,337 17,405 17,365 18,201 18,201 18,201 18,201
Motor License FuNd ..........ccoccovvirinincncnenenennenes 2,041,303 2,058,466 2,047,835 2,045,242 2,070,457 2,094,791 2,122,898
Game FUNd .......ocoeviiieiiiee e 51,610 50,962 51,562 52,562 52,562 52,562 52,562
Fish Fund " 26,719 24,781 26,132 27,169 27,824 28,492 29,174
Banking Department FuNd ...........ccccceveinenccnieene, 12,141 13,722 11,168 11,172 11,176 11,180 11,184
Milk Marketing Fund ...........cccoiveineniinecneseeees 2,394 2,532 2,577 2,577 2,577 2,577 2,577
Farm Products Show Fund ..........cccceveeeevveeeeeciieeene 5,713 6,358 6,543 6,543 6,543 6,543 6,543
BOAt FUNG ..o 8,840 8,634 8,798 9,013 9,334 9,558 9,788
Keystone Recreation, Park and Conservation Fund . 98,637 121,345 33,588 51,025 54,036 56,559 58,967
Tobacco Settlement Fund.............. 599,308 632,355 430,613 360,804 357,842 354,952 351,714
Environmental Stewardship Fund 92,054 90,095 107,100 82,600 99,100 99,100 99,100
GRAND TOTAL ettt $ 24,417,065 $ 24,926,302 $ 24,913,072 $ 25,814,175 $ 26,697,298 $ 27,586,798% 28,464,077
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General and Special Funds

This table shows a summary by Commonwealth Programs of 2001-02 expenditures, the 2002-03 amounts
available, the 2003-04 amounts budgeted and future year estimates as presented in the Governor's 2003-04
Executive Budget for the General Fund and selected Special Funds.

Seven Year Commonwealth Program Summary

(Dollar amounts in Thousands)

2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08
Commonwealth Program Actual Available Budget Estimated Estimated Estimated Estimated
Direction and Supportive Services.......... $ 1,293,604 $ 1,372,045 $ 1,299,824 $ 1,332,154 $ 1,336,294 $ 1,333,542 $ 1,335,505
Protection of Persons and Property........ 3,045,280 3,153,170 3,160,634 3,233,796 3,249,819 3,253,929 3,253,941
Education..........ccccoevoieiieneec 8,745,431 8,990,885 9,000,479 9,394,395 9,789,530 10,163,858 10,476,191
Health and Human Services................... 8,147,221 8,494,809 8,624,182 8,998,156 9,402,576 9,870,909 10,396,170
Economic Development...........cccccevveae 844,439 596,915 591,087 606,693 626,866 634,145 634,465
Transportation and Communication........ 1,864,748 1,816,152 1,845,754 1,852,181 1,887,199 1,922,808 1,957,709
Recreation and Cultural Enrichment....... 476,342 502,326 372,612 396,800 405,014 407,607 410,096
GENERAL FUND AND SPECIAL
FUNDS TOTAL.....coovviiiiiiiiiieniece $ 24,417,065 $ 24,926,302 $ 24,894,572 $ 25,814,175 $ 26,697,298 $ 27,586,798 $ 28,464,077
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Distribution of the Commonwealth Dollar

GENERAL FUND AND
SPECIAL FUNDS

2003-04 Fiscal Year

(Dollar Amounts in Thousands)
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Education  $9,000,479 36.2%

Health and Human Services $8,624,182 34.6%

Protection of Persons and Property $3,160,634 12.7%

Transportation and Communication $1,845,754 7.4%

Direction and Supportive Services $1,299,824 5.2%

TOTAL $24,894,572 Economic Development $591,087 2.4%

Recreation and Cultural Enrichment $372,612 1.5%

This presentation shows the amount and portion of the total General Fund

and selected special funds allocated to major program areas.
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Overview and Summaries

General Fund

This table shows a summary by Commonwealth Program of 2001-02 expenditures, the 2002-03 amounts available,
the 2003-04 amounts budgeted and future year estimates as presented in the Governor's 2003-04 Executive Budget for
the General Fund.

Seven Year Commonwealth Program Summary

(Dollar amounts in Thousands)

2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08
Actual Available Budget Estimated Estimated Estimated Estimated

Commonwealth Program
Direction and Supportive Services.......... $ 885,255 $ 943,919 $ 870,194 $ 891,234 $ 893,336 $ 888,543 $ 888,443
Protection of Persons and Property......... 2,405,771 2,467,386 2,469,559 2,578,788 2,588,293 2,593,113 2,593,753
Education..........cccoeeiiiiiiiiiieeee s 8,721,857 8,983,762 8,991,025 9,383,639 9,778,293 10,152,177 10,464,106
Health and Human Services.................... 7,115,115 7,135,623 7,490,909 7,886,879 8,167,034 8,560,998 8,995,050
Economic Development.............ccccceeuees 662,612 575,562 565,704 583,647 599,217 606,496 606,816
Transportation and Communication........ 356,941 327,745 368,674 376,308 386,085 397,300 404,194
Recreation and Cultural Enrichment........ 281,848 279,799 233,960 242,114 242,136 241,758 241,331
GENERAL FUND TOTAL.....cccevverrinrenene $ 20,429,399 $ 20,713,796 $ 20,990,025 $ 21,942,609 $ 22,654,394 $ 23,440,385 $ 24,193,693
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Distribution of the Commonwealth Dollar

GENERAL FUND

2003-04 Fiscal Year

Education 42.8¢ J

Health and Human Services 35.7¢

Protection of Persons and Property 11.8¢ —

Direction and Supportive Services 4.1¢ —

Economic Development 2.7¢ —

Transportation and Communication 1.8¢ ——

Recreation and Cultural Enrichment 1.1¢ ——

This presentation shows the portion of each General Fund dollar spent in

each major program area.
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General Fund
The following is a summary by Commonwealth Program of the 2002-03 amounts available and the

2003-04 amounts budgeted and the percent each program represents of the General Fund total as
presented in the 2003-04 Governor's Executive Budget.

Program Summary

(Dollar Amounts in Thousands)

2002-03 2003-04

Commonwealth Program

Direction and Supportive Services..........c.c.cceeuvenne.. $ 943,919 4.6% $ 870,194 4.1%
Protection of Persons and Property...........c.ccceeu.e. 2,467,386 11.9% 2,469,559 11.8%
Education..........ccccoiiiiiiiiii e 8,983,762 43.4% 8,991,025 42.8%
Health and Human Services..........c.coccvoviiienienenen, 7,135,623 34.4% 7,490,909 35.7%
Economic Development...........cccueveieeiiiiiiiieeeiininnes 575,562 2.8% 565,704 2.7%
Transportation and Communication........................ 327,745 1.6% 368,674 1.8%
Recreation and Cultural Enrichment....................... 279,799 1.3% 233,960 1.1%

GENERAL FUND TOTAL....cccooviiiiiiiiiinieciecieeine $ 20,713,796 100.0% $ 20,990,025 100.0%
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GENERAL FUND

2003-04 Fiscal Year

Income

(Dollar Amounts in Thousands)

TOTAL INCOME .............. $ 21,341,500
Refunds .......ccooovvvivienennnn. -1,062,200
Revenue Enhancements .. 517,700
Beginning Balance ........... —-36,007
TOTAL oo, $ 20,760,993

Sales J
$7,767,700 36.4%

Personal Income $7,390,600 34.6%
Other Business $2,292,200 10.7%
Other Revenues $1,697,900 8.0%
Corporate Net Income $1,456,400 6.8% —
Inheritance $736,700 3.5% —

Outgo

(Dollar Amounts in Thousands)

TOTAL OUTGO ......... $ 21,008,525
Budget Stabilization

¥y l..l'-. A P -. __' ey | 4 e -]
Reserve Fund........... 249,383 ey e (N \ B pRn
Plus Ending Surplus.... 1,851 k- SN il i ..-:t‘l .

TOTAL oo $ 20,760,993

HAElL WP TIE =T

e

.,

:-n-JJ_ -

]

Education $8,991,025 42.8%J J
Health and Human Services $7,490,909 35.7%

Protection $2,469,559 11.8%
Direction $870,194 4.1%

Other Programs $602,634 ZQ%J

Economic Development $565,704 2.7%—

This presentation shows the amount and proportion for the major revenue

sources and major program areas for the total General Fund.
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USE OF THE
GENERAL FUND
DOLLAR

2003-04 Fiscal Year

Grants and Subsidies 74.3¢

TIIH I'NITED HMEE IIFJ'! B A

iy Ir".'.

General Government 11.9¢ J

Institutional 10.6¢

Debt Service Requirements 3.2¢ —

Almost three quarters of each General Fund dollar is returned to individuals, local

governments, institutions, school districts, etc. in the form of grants and subsidies.

A34



2003-04
FISCAL AND
ProGRAM PoLicy DIRECTION

The 2003-04 Fiscal and Program Policy Direction section immediately
following this page presents the fiscal and program policies that guided the
development of the Governor’s Executive Budget. The revenue and expenditure
recommendations included in this Budget seek to address Pennsylvania’s
structural deficit, and provide a solid fiscal foundation for the Governor to begin
to successfully address his vision, goals and program priorities for Pennsylvania.
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2003-04 Fiscal and Program Policy Direction

This section presents the fiscal and program policies that guided the development of the 2003-
04 Governor's Executive Budget. Every four or eight years, as a new Governor assumes leadership of
the Commonwealth, the budget planning and decision process commences under the direction of the
outgoing Governor and concludes under the direction of the incoming Governor. The 2003-04 fiscal
year is such a year. Typically, the outgoing Governor does not outline new priorities or program
initiatives in the annual Program Policy Guidelines, but instead, directs agencies to complete any
remaining program initiatives and to budget program operations at levels consistent with the
economic forecast and the fiscal condition of the Commonwealth.

The 2003-04 Program Policy Guidelines noted that the recession which began in March 2001
resulted in a significant erosion of Commonwealth tax and revenue receipts during the past two fiscal
years. Further, the threat of a double-dip recession remained for the 2002-03 fiscal year. Agencies
were advised that tax revenues were very sensitive to changes in economic growth and therefore the
economic outlook must be a critical component of budget planning. With the strength of the
economic recovery uncertain, it was critical for agencies to use substantial caution in budget
planning for the 2003-04 Budget. Given the economic forecast, agencies were directed to plan on no
overall increase in agency spending, except in certain special circumstances. Proposals for new or
expanded programs were to be offset by reduced funding in other programs. Agencies also were
directed to continue to evaluate current programs and recommend changes that would improve
program management and operations, reduce costs, and maximize direct services. The Program
Policy Guidelines also emphasized the importance of monitoring and assuring program performance
and directed agencies to focus on the long-term fiscal management of their programs and operations.

As Governor Rendell took office in January 2003, Pennsylvania was facing a potentially
devastating budget deficit of at least $2 billion. Over the past two fiscal years, revenue shortfalls and
a growing structural budget deficit have contributed to this deficit. Commonwealth program spending
has exceeded recurring revenue sources ever since the national economic recession forced the last
Administration and the General Assembly to increasingly rely on one-time revenue sources to
balance the past two State budgets. The 2002-03 Enacted Budget included at least $1.5 billion from
one-time revenue sources — revenue not available for the 2003-04 Budget. Current plans call for the
Commonwealth to continue to draw from Rainy Day Fund reserves, which means over $750 million
from the fund will be used to balance the last two State budgets, leaving about $250 million available
for the 2003-04 Budget.

Given these dire economic and fiscal circumstances, budget planning for the 2003-04 fiscal year
also required significant fiscal and program actions to address the $600 million revenue shortfall
projected for the 2002-03 fiscal year. Governor Rendell has taken prudent action to freeze $120
million in State spending (in addition to the $267 million frozen by the outgoing Governor) to provide a
sound fiscal foundation for the State spending plan outlined in this Budget. Placing these funds in
budgetary reserve is an effective first step in addressing the projected revenue shortfall, and will
reduce the need for more drastic actions at fiscal year-end. Governor Rendell also proposes to use a
portion of Rainy Day Fund reserves to help address the projected revenue shortfall.

While the budgetary freeze actions have effectively addressed the projected 2002-03 revenue
shortfall, the growing shortfall in revenue collections throughout the 2002-03 fiscal year suggests that
the national and Pennsylvania economies are not on the way to recovery. In fact, all credible revenue
growth estimates for the 2003-04 fiscal year are extraordinarily low. If swift and decisive action is not
taken to address Pennsylvania’s structural budget deficit and bring spending in line with recurring
revenues, the Commonwealth will face persistent and increasing budget deficits well into the future.
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This Budget makes the tough decisions and hard choices necessary to address the serious
budget situation now facing Pennsylvania. On the revenue side, this Budget proposes $777.7 million
in new and one-time tax and non-tax revenue enhancements to close the budget gap, including
proposals to enhance revenue collections enforcement, bring selected State fee rates more in line
with current costs, modify the phase-out schedule for the Capital Stock and Franchise Tax, and use
Rainy Day Fund reserves, special funds and other funding sources to support General Fund
programs. On the expenditure side, this Budget proposes expenditure reductions in all State
programs except education and economic development, including proposals to reduce State
government administration expenses to 10% below airrent year levels and reduce or eliminate
funding for many other State operating and grant and subsidy programs. While this Budget makes
difficult choices affecting spending on many programs that benefit Pennsylvania's citizens, it
maintains public education programs at current year funding levels. In addition, this Budget maintains
spending on programs that will stimulate business development and economic growth, allowing
Pennsylvania to grow its way out of the current budget crisis and thus improve the financial
circumstances of all Pennsylvanians. Equally significant, the revenue and expenditure
recommendations included in this Budget seek to address Pennsylvania’'s structural deficit, and
provide a solid fiscal foundation for the Governor to begin to successfully address his vision, goals
and program priorities for Pennsylvania.

The reader is referred to the Overview portion of the Overview and Summaries section for a
summary of Governor Rendell's vision and goals for Pennsylvania. The reader is also referred to
Section C. General Fund — Notes on Financial Statement for a summary of revenue enhancements
to address the Commonwealth’s structural deficit. Specific budget recommendations for each
program appropriation can be found in the agency Program Presentations in Section E. Department
Presentations.
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FEDERAL BLoOCK
GGRANTS

The Federal Government has two primary types of grants: categorical
grants and block grants. The 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 the block grants
provide states 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 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 Development
Fund which replaced the Child Care Block Grant. These programs are
scheduled to be reauthorized in 2002-03.

In addition, three programs have been included in this presentation
because the Federal Government provides flexibility on the activities eligible
for funding. These programs are: Workforce Investment, Innovative Education
Program Strategies and Anti-Drug Abuse Programs.

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 2002-03 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 2003-04 is a preliminary
proposal. Opportunities for public review and comment may result in
modifications to the proposed distribution.
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SUMMARY OF
FEDERAL BLOCK GRANTS

This table shows a summary by Federal block grant of 2001-02 expenditures, 2002-03 available and 2003-04
amounts budgeted as presented in the 2003-04 Governor's Executive Budget.

(Dollar Amounts in Thousands)

2001-02 2002-03 2003-04

Actual Available Recommended

Block Block Block
COMMUNILY SEIVICES......eeiiieiieriiesie e ee e $ 24,888 $ 29,370 $ 29,370
Small Communities.......... 2,288 3,300 3,300
EdUuCation..........coiiiiiiiii e 17,226 70,967 72,358
Maternal and Child Health..............cccccoviiiiniiiiieen, 29,613 33,600 34,214
Preventive Health and Health Services....................... 8,117 7,555 7,297
SUbStANCe ADUSE........ccoiiiiiiiiiiiiee e 61,814 64,925 66,847
Workforce Investment...........cocvevveeiieeiiieeenieccseen 199,009 207,900 253,518
Child Care and Development Fund.............ccccceeeennne 269,067 295,038 308,712
Low Income Home Energy Assistance.............cccceee.... 119,198 193,744 186,850
Mental Health Services.........cccccceiiiiiiiiiiiiiieeeee, 18,830 19,235 17,306
SOCial SEIVICES. ... .vviiiiiiiiiiieeee e 153,515 142,901 137,001
Temporary Assistance to Needy Families................... 782,671 851,661 812,031
Anti-Drug Abuse 43,335 66,748 68,808
TOTAL e $ 1,729,571 $ 1,986,944 $ 1,997,612
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Community Services

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

Federal law requires that 90 percent of the funding be distributed to Community Action Agencies
(CAAs). Five percent is allowed for administration and the remaining five percent is utilized for
competitive projects. The 90 percent program monies are being granted to existing CAAs for operating
costs and low-income energy assistance efforts, the Pennsylvania Directors' Association for Community
Action, 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)

2001-02 2002-03 2003-04
Department / Appropriation Actual Available Recommended
Block Block Block
Community and Economic Development:
CSBG — AdMINISLration..........cccovvrereereneneneennes $ 590 $ 1,370 $ 1,370
CSBG — Community SErviCes........c.ccvvvervenueanne 24,298 28,000 28,000
TOTAL. ettt $ 24,888 $ 29,370 $ 29,370
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Small Communities

The Housing and Community Development Act of 1974, Title | created this block grant which provides
assistance in expanding low and moderate income housing opportunities, enhancing economic development
and job opportunities for low and moderate income individuals, correcting deficiencies in public facilities
such as water and sewer systems, and improving public facilities that affect the public health and safety.

Act 179 of 1984 requires that funds be allocated on a formula basis. Eightyfive percent of the funds
must be used for grants to eligible cities, boroughs and townships and counties, of which 24 percent is
allocated to cities, 38 percent to boroughs and townships and 38 percent for counties. There is a 13 percent
set aside for discretionary projects which the department distributes to boroughs and townships under
10,000 in population. The remaining two percent is for administrative costs.

Beginning in Fiscal Year 2001-02 the Federal funds, with the exception of those for administration and
special projects, are granted directly to the local governments through the implementation of the United
States Department of Housing and Urban Development Integrated Disbursement and Information System
and do not flow through the state. The Commonwealth, however, maintains administrative oversight.

HUD Disaster Recovery funds are one-time grant awards to the Commonwealth that support a cadre of
special projects. Funds are generally used for hazard mitigation, although projects sometimes include
activities such as Appalachian Regional Commission Economic Development Administration revitalization
projects. These funds supplement discretionary projects although funds are not distributed by formula.

(Dollar Amounts in Thousands)

2001-02 2002-03 2003-04
Department / Appropriation Actual Available Recommended
Block Block Block
Community and Economic Development:
SCDBG — AdMINIStration...........ccoceeeeererenieeneennens $ 788 $ 1,300 $ 1,300
SCDBG — HUD Disaster Recovery...........c.c.c..... 1,500 2,000 2,000
TOTAL. ettt $ 2,288 $ 3,300 $ 3,300
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Education

The Improving America’s Schools Act of 1994 reauthorized the Education block grant as Innovative
Education Program Strategies. These funds are used for technical assistance and Statewide educational
reform activities to provide innovative targeted educational assistance to schools. Funds may be used for
the acquisition and enhancement of technology related to the implementation of school-based reform
programs, training and professional development programs, instructional materials and assessments, library
services and materials, literacy programs, gifted and talented programs, and services to private school
students.

Federal law provides that the Commonwealth must distribute at least 85 percent of the funds to local
education agencies. The remaining 15 percent is available to the State for targeted assistance and no more
than 25 percent of this amount may be used for State administrative costs.

The school district portion is distributed according to a formula based on the number of students, poverty
and population density.

(Dollar Amounts in Thousands)

2001-02 2002-03 2003-04
Department / Appropriation Actual Available Recommended
Block Block Block

Education:

ESEA Title VI — Administration/State........ $ 2658 % $ 14,967 2 $ 16,358 @
School Districts:

ESEA Title VI — School DiStricts................ $ 14,568 $ 56,000 °  $ 56,000 °

TOTAL. .ot $ 17,226 $ 70,967 $ 72,358

a
Includes carryover.

® Includes one-time funding of $44 million for school construction renovations to be expended in both FY 2002-03 and 2003-04.
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Maternal and Child Health

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

(Dollar Amounts in Thousands)

2001-02 2002-03 2003-04
Department / Appropriation Actual Available Recommended
Block Block Block
Health:
MCHSBG — Administration and Operation....... $ 13,218 $ 16,368 $ 16,549
MCHSBG — Program Services.........cccccovevveenuenn. 16,395 17,232 17,665
TOTAL. ettt $ 29,613 $ 33,600 $ 34,214
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Preventive Health and Health Services

This block grant provides funds for preventive health services. Programs include activities to affect
improvements in health status through achievement of the National Year 2010 Health Objectives; programs
for community and school based fluoridation; feasibility studies and planning for emergency medical
services systems and the establishment, expansion and improvement of such systems; services to victims
of sex offenses; and related planning, administration and educational activities. Funding also works toward
eliminating disparities between the health status of the general population and that of identifiable
subpopulations including: geographical, racial, ethnic, gender, or other groups. Administration is limited to
ten percent. Rape Prevention and Education funding was removed from the Preventive Health and Health
Services block grant by the Federal Violence Against Women Act of 2000 and is appropriated separately;
the sex offender portion of the Rape Crisis program remains in the block grant.

(Dollar Amounts in Thousands)

2001-02 2002-03 2003-04
Department / Appropriation Actual Available Recommended
Block Block Block
Health:
PHHSBG — Administration and Operation.... $ 2,600 $ 3,167 $ 3,167
PHHSBG — Block Program Services............ 3,121 3,679 3,679
SUBOtAL.....veiveiieeeec $ 5,721 $ 6,846 $ 6,846
Public Welfare:
PHHSBG — Domestic Violence....................... $ 150 $ 150 $ 150
PHHSBG — Rape CriSiS .......cocevvvveiieenieeiiiens 2,246 559 301
SUBOtAL ..o $ 2,396 $ 709 $ 451
TOTAL. ettt e $ 8,117 $ 7,555 $ 7,297
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Substance Abuse

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

(Dollar Amounts in Thousands)

2001-02 2002-03 2003-04
Department / Appropriation Actual Available Recommended
Block Block Block

Corrections:

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

SABG — Administration and Operation.... $ 5,341 $ 5,980 $ 6,254

SABG — Drug and Alcohol Services......... 52,390 54,862 56,510

SUBLOtAL...cveieececeee e $ 57,731 $ 60,842 $ 62,764
Public Welfare:

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

B O 1 $ 61,814 $ 64,925 $ 66,847
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Workforce Investment

The Federal Workforce Investment Act (WIA) of 1998 replaced the Job Training Partnership Act (JTPA), on July
1, 2000. WIA reformed Federal job training programs and created a new comprehensive workforce investment
system governing programs of job training, adult education and literacy, and vocational rehabilitation, and replaced
them with streamlined and more flexible components of workforce development systems. The act provided for an
orderly transition from JTPA to the new programs. In addition, the law gave states and individuals more authority
and responsibility for job training needs and decisions. WIA is scheduled for reauthorization in 2003. The level of
integration, coordination, and collaboration between the Temporary Assistance to Needy Families TANF) and
Workforce Investment Act (WIA) programs in each state has been reviewed as part of the reauthorization process.

Pennsylvania is implementing the act through the Pennsylvania Workforce Investment Board (PWIB) — a public-
private partnership among businesses, government, communities and economic developers to provide resources
needed for businesses in Pennsylvania. The PWIB is comprised of five State agencies: Departments of Aging,
Community and Economic Development, Education, Labor and Industry and Public Welfare with private sector
members from the State’s employers, educators, labor unions, and community leaders. WIA emphasizes job
placement over job training, with customers empowered to make informed choices about their career path,
education and training they need to reach their career goals. The PWIB coordinates the provision of services and
use of funds and resources among State agencies consistent with the laws and regulations governing the
programs.

Title | of WIA established a one-stop career center system, state and local workforce investment boards, and a
unified strategic five-year plan. Funding for numerous career service programs has been consolidated into three
basic grants: adult employment and training, disadvantaged youth employment and training, and dislocated
workers.

Eighty-five percent of the adult and youth employment and training funds are distributed to local workforce
investment boards. Fifteen percent of the adult and youth employment and training funds can be used for Statewide
activities of which five percent can be used for administration. Adult program activities include, but are not limited
to, basic skills training, occupational skills training, on-the-job training, customized training, skill upgrade and
retraining, and supportive services. Training is available for those who met intensive services eligibility, but were
unable to find employment.

At least 30 percent of the funds for youth employment and training must be used for services to out-of-school
youth. Activities for youth programs, include, but are not limited to, study skills training and instruction leading to
completion of secondary school, alternative secondary school services, summer employment directly linked to
academic and occupational learning, and occupational skill training.

Sixty percent of dislocated worker funds must go to local workforce investment boards. Twenty-five percent are
used for rapid response activities and fifteen percent can be used for Statewide activities. Program activities for
dislocated workers include, but are not limited to, intensive services available for unemployed individuals who have
been unable to obtain jobs through core services. Training services are available for those individuals who met
intensive services eligibility, but were unable to find employment and those defined as incumbent workers.

WIA Title 1l reauthorized the Federal Adult Education and Literacy programs. WIA Title Il amended the Federal
Wagner Peyser Act to require the Federal Employment Service/Job Statistics programs to become part of the one-
stop career system and established a national employment statistics initiative. WIA Title IV reauthorized the Federal
Vocational Rehabilitation Act programs and links these programs to the workforce development system. Title V
contains general provisions that include authority for unified planning, incentive grants for states exceeding
performance levels, the Adult Education Act and the Carl D. Perkins Vocational and Technical Education Act.

(Dollar Amounts in Thousands)

2001-02 2002-03 2003-04
Department / Appropriation Actual Available Recommended
Block Block Block
Executive Offices:
WIA — Program Accountability............ccccccoennnne. $ 363 $ 400 $ 400
Labor and Industry:
WIA — ADMINIStration............ccoeeeveeeierienenenennennes $ 8,022 $ 8,500 $ 8,500
WIA — Adult Employment & Training................. 43,148 45,000 60,000
WIA — Youth Employment & Training 51,512 52,000 52,000
WIA — Statewide ACHVItIES.........ccocvvvrvrinerennnn 19,786 23,000 23,000
WIA — Dislocated WOrKers.........c.cccoeevvreevennenne 76,178 79,000 109,000
WIA — Veterans Employment and Training...... 0 0 618
SUBLOtAL ..o $ 198,646 $ 207,500 $ 253,118
TOTAL.... e e $ 199,009 $ 207,900 $ 253,518
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Child Care and Development Fund

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

(Dollar Amounts in Thousands)

2001-02 2002-03 2003-04
Department / Appropriation Actual Available Recommended
Block Block Block

Executive Offices:
Commission on Crime and Delinquency

CCDFBG — Early Childhood Task Force....... $ 600°% % 1,400 ? $ 0
Community and Economic Development:

CCDFBG — Cyberstart.........cccocevveeneninieeiennens $ 8,400 $ 8,400 $ 0
Education:

CCDFBG-Early Childhood Development....... $ 250 $ 100 $ 0
Public Welfare:

CCDFBG — Administration............ccccoevvenuennen $ 9,994 $ 17,421 $ 12,490

CCDFBG — Cash Grants.........c.ccccceeevveevirienans 110,557 110,588 122,039

CCDFBG — Family Centers ..........ccoceeveeenenn. 2,000 3,000 4,000

CCDFBG — Child Care .......cccceeveevieeerieeeinienne 136,606 154,269 168,923

CCDFBG — School Age........ccoeieneiieeieeenees 1,260 1,260 1,260

SUBLOLAL.....c.eeviciecieece e $ 260,417 $ 286,538 $ 308,712

TOTAL....oiiiieeeeeiesese et $ 269,067 $ 295,038 $ 308,712

& Subgrants not added to total to avoid double counting.
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Low-Income Home Energy Assistance

This block grant provides funds to assist eligible low-income individuals and families meet the cost of
home energy through cash assistance and to alleviate crisis situations. The amounts below include weather-
related contingency funding. The Department of Public Welfare’'s energy assistance program received
supplemental funding from the Energy Conservation and Assistance Fund. The fund provided $918,000 in
2001-02, $3,800,000 in 2002-03 and $113,000 for 2003-04 for the Low-Income Home Energy Assistance
Program (LIHEAP).

(Dollar Amounts in Thousands)

2001-02 2002-03 2003-04
Department / Appropriation Actual Available Recommended
Block Block Block
Community and Economic Development:
LIHEABG — Administration..........c.ccccceevvieveenenee. $ 308 $ 500 $ 500
LIHEABG — Weatherization Program................. 19,033 22,700 22,700
510 ] (0] r= | IO $ 19,341 $ 23,200 $ 23,200
Public Welfare:
LIHEABG — Administration.............cccceeevveevivieenns $ 6,963 $ 7,912 $ 6,423
LIHEABG — Low-Income Families
and Individuals...........c.c.ooovvveeiiiiie e 92,894 162,632 157,227
SUDBLOLAL.....cccieiceeceece e $ 99,857 $ 170,544 $ 163,650
TOTAL. ettt $ 119,198 $ 193,744 $ 186,850
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Mental Health Services

This block grant provides funds for the provision of services to adults with serious mental illness or
children with serious emotional disturbance. Services may be provided by a variety of community-based
programs including community mental health programs, psychosocial rehabilitation programs, mental health
peer support programs and mental health primary consumer directed programs.

(Dollar Amounts in Thousands)

2001-02 2002-03 2003-04
Department / Appropriation Actual Available Recommended
Block Block Block
Public Welfare:
MHSBG — Administration...........cccccceevveeiineens $ 250 $ 158 $ 158
MHSBG — Community Mental Health.............. 18,580 19,077 17,148
IO 1 S $ 18,830 $ 19,235 $ 17,306
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Social Services

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

In addition to funds received directly through the Social Services Block Grant, the Personal Responsibility
and Work Opportunity Reconciliation Act of 1996 authorized transfers from the Temporary Assistance to
Needy Families Block Grant. This has included one-time transfers for initiatives. In addition, the SSBG was
utilized by the Federal government as a vehicle to provide mental health counseling grants following the
September 2001 disaster.

The Omnibus Reconciliation Act of 1993 included a grant program to states under the Social Services
Block Grant for the establishment of empowerment zones and enterprise communities. Federal funds were
targeted to specific urban or rural areas in proven economic distress. Funds received by the State go
directly to eligible communities. Pennsylvania's share of the one-time grant was $88,007,000 which was
totally committed but is being spent over several years. The amounts shown below represent estimated
carryover of commitments from the one-time grant. The program was transferred to the Department of
Community and Economic Development in 1997-98.

(Dollar Amounts in Thousands)

2001-02 2002-03 2003-04
Department / Appropriation Actual Available Recommended
Block Block Block
Education:
SSBG — Early Childhood Development....  $ 0 $ 400 $ 0
SSBG — Early Childhood Screening......... 0 1,500 0
YU o] (0] r= | RS $ 0 $ 1,900 $ 0
Public Welfare:
SSBG — Administration.............cccccceeveennnen. $ 3,691 $ 3,691 $ 3,691
SSBG — County AsSistance ............ccc....... 6,262 6,262 6,262
SSBG — Basic Institutional Program........ 1,056 1,056 1,056
SSBG — Community Mental Health ......... 14,808 14,808 14,808
Emergency Disaster Relief - SSBG (EA).. 200 0 0
SSBG — Community Mental Retardation. 13,984 13,984 13,984
SSBG — Early Intervention.............ccccccueenee. 2,195 2,195 2,195
SSBG — Child Welfare..........cccccovevvveennnnn. 12,021 12,021 12,021
SSBG — Child Care ........cccceevvvevieeiieece, 30,977 30,977 30,977
SSBG — Domestic Violence............ccvueee.e. 1,205 1,205 1,205
SSBG — Rape CriSiS......cccoerireeninienieniens 634 634 634
SSBG — Family Planning..........c.ccceevevveiene 3,845 3,845 3,845
SSBG — Legal Services........covevvevveeveanne 5,049 5,049 5,049
SSBG — Legal Services Systems
Improvements..........c.coceevveennnnenn. 0 2,000 0
SSBG — Homeless Services..........cc......... 2,183 2,183 2,183
SSBG — Services to Persons with
Disabilities............. 120 120 120
SSBG — Attendant Care 6,971 6,971 6,971
Subtotal......c.ccceieeie e $ 105,201 $ 107,001 $ 105,001
Community and Economic Development:
Empowerment Zones and
Enterprise Communities — SSBG.......... $ 48,314 $ 34000 ¢ % 32,000 2
TOTAL e $ 153,515 $ 142,901 $ 137,001

2 Estimated carryover.
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Temporary Assistance to Needy Families

The Personal Responsibility and Work Opportunity Reconciliation Act of 1996 created a block grant that
makes funds available to the states to operate the Temporary Assistance to Needy Families (TANF)
Program. Pennsylvania implemented the TANF program on March 3, 1997. Funds are available to provide
temporary cash and other benefits to help needy families participating in activities designed to end the
dependence on government benefits and to provide services for dependent and abused children. In
addition, funds may be utilized 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
Rlock Grant.

(Dollar Amounts in Thousands)

2001-02 2002-03 2003-04
Department / Appropriation Actual Available Recommended
Block Block Block

Executive Offices:
Office of Inspector General

TANFBG — Program Accountability.................. $ 2,010 $ 2,722 $ 2,780
Juvenile Court Judges Commission

TANFBG — Juvenile Probation Emergency

ASSIStaNCe SErVICES.........ccocveveriirieieieeeee 2,000 2,000 2,000
Commission on Crime and Delinquency
TANFBG — Victims Assistance (EA) 1,500 ? 0 0
TANFBG — Stop Violence Against Women.... 0 2,246 0
TANFBG — Nurse Home Visitation.................. 4,402 7,200 5,100
TANFBG — Weed and Seed..........ccccccevvinennne 0 2,000 2,000
SUDLOtAL ..o $ 9,912 $ 16,168 $ 11,880
Community and Economic Development:
TANFBG — Housing Assistance...................... $ 4,414 $ 8,900 $ 5,000
TANFBG — Housing Collaboration.................. 6,000 30,000 0
TANFBG — Family Savings Account................ 1,997 2,000 2,000
TANFBG — Digital Divide.........ccccoeeviienenirnienne 4,000 4,000 0
TANFBG — Child Care Challenge Grants...... 9,877 10,000 10,000
TANFBG — Critical Job Training Grants.......... 0 5,000 0
SUBLOLAL ...veevee e $ 26,288 $ 59,900 $ 17,000
Health:
TANFBG — | Am Your Child Program.............. $ 0 $ 4,008 $ 0
TANFBG — | Am Your Child (EA).......cc.cocoeue.. 993 ® 0 0
TANFBG — Abstinence Education.................... 500 750 0
SUDLOAL ... $ 1,493 $ 4,758 $ 0

Higher Education Assistance Agency:
TANFBG — Education Opportunities.............. $ 1,500 $ 1,500 $ 1,500

Labor and Industry:
TANFBG — Youth Employment & Training ....  $ 15,000 $ 15,000 $ 15,000
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Temporary Assistance to Needy Families (continued)

Public Welfare:

TANFBG — Administration.............ccceeeeveeeineenns $ 3,913 $ 4,724 $ 6,193
TANFBG — Information Systems...........c.cccce.. 3,796 6,260 10,467
TANFBG — Statewide.........cccevvveeiveeiveeieereeiens 4,421 4,421 3,996
TANFBG — County Assistance...........ccccevueenee. 39,460 50,930 51,450
TANFBG — Child Support Enforcement.......... 0 1,850 1,850
TANFBG — New Directions..........ccoceeveveeeniveeenns 110,529 159,969 165,308
TANFBG — Youth Development Center.......... 5,873 6,907 7,907
TANFBG — Cash Grants..........ccccceveevveecrveeinennns 279,040 199,394 204,453
TANFBG — Alternatives to Aborthion................ 0 1,000 1,000
TANFBG — Child Welfare........c.cccoceeevveveriiinenns 264,446 296,373 295,940
TANFBG — Child Care Services...........cccevuenne 2,000 2,600 2,000
TANFBG — Domestic Violence.............cccecuee.e 4,500 4,500 2,500
TANFBG — Rape CriSiS......cccveveervenireiieereeenne 2,087 2,087 1,587
TANFBG — Homeless Assistance................... 2,000 2,000 2,000
SUBLOLAL....c.vicvicieceecte e $ 722,065 $ 743,015 $ 756,651
Transportation:
TANFBG — Access to JObS........cccevvveviieeciiieens $ 8,906 $ 11,320 $ 10,000
GRAND TOTAL ALL PROGRAMS.............. $ 782,671 $ 851,661 b $ 812,031 b

# Subgrants not added to total to avoid double counting.
® Includes carryover funding.
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Overview and Summaries

Anti-Drug Abuse

Two grant programs initially authorized by the Anti-Drug Abuse Act of 1986, the Drug Control and System
Improvement (DCSI) grant and the Safe and Drug Free Schools and Communities (DFSC) grant, are
presented below.

The objective of the Drug Control and System Improvement grant is to assist states and units of local
government increase the apprehension, prosecution, adjudication, detention, rehabilitation and treatment of
persons who violate State and local laws relating to the production, possession and transfer of controlled
substances and to improve the criminal justice system.

The objective of the Safe and Drug Free Schools and Communities program is to establish State and local
programs for alcohol and drug abuse education and prevention, in addition to violence prevention,
coordinated with related community efforts and resources. The allocation made to Pennsylvania is
administered by the Department of Education and the Commission on Crime and Delinquency, with the
majority of these funds going to local education agencies.

The Commonwealth also receives funds from the Substance Abuse Block Grant. This program, along with
funding recommendations, is described elsewhere in this section.

(Dollar Amounts in Thousands)

2001-02 2002-03 2003-04
Department / Appropriation Actual Available Recommended
Block Block Block

DRUG CONTROL AND SYSTEM IMPROVEMENT
FORMULA GRANT PROGRAM (DCSI)

Executive Offices:
Integrated Criminal Justice System

DCSI — Electronic REPOING..........c.eveeeeeereeereeeerereeeeesseeeene $ 1575°% $ 2120°% $ 1,500 2
Juvenile Court Judges Commission

DCSI — Enhanced Data Collection e 8 276 % $ 40° $ 0
DCSI — Specialized Probation Technical Assistance........... 177 @ 304 ° 165 ?
SUBLOLAL......eee e $ 453 $ 344  $ 165
Commission on Crime and Delinquency
DCSI — AdMINISIration..........cccceeevveeeiiiee e $ 1,117 % 1,600 $ 1,600
DCSI — Program GrantS...........ccceeceeeriieeeniieeenieeesieesseee s 24,000 30,000 30,000
DCSI — Criminal History Records............cccvevvieneiennnnenens 10 10 10
101 ) (0 - | IS OSSP $ 25,127 $ 31610 $ 31,610
Attorney General:
DCSI — Elder Abuse Advisory Board............ccceeverveeeeeeanas $ 1% $ 0 $ 0
DCSI — Child Sexual Exploitation Prevention........................ 16 ° 4° 0
DCSI — Senior Crime Prevention University......................... 23° 116 ® 94 °
DCSI — Financial Investigations and Money Laundering....... 112 @ 0 0
DCSI — Pennsylvania Drug Law Enforcement
Coordinating SYSteM...........co.ovveveereereeeeeeeeeeeeeene 264 ° 252 2 98 °?
DCSI — Computer Forensics...... 426 ° 299 ? 163 2
DCSI — Witness Protection Program..............ccccoocowcevvennn... 28° 267 ° 267 °
DCSI — Organized Crime and Drug Enforcement.................. 92° 0 0
SUDBLOLAL.....c.eeeice e $ 972 % 938 $ 622
Aging:
DCSI — Older Domestic Violence Victims CrossTraining ..... $ 105% $ 547 15 °
DCSI — Protective Services Training ..........o.cooeevvverreereeeen. 98 °® 1152 1152
DCSI — Sexual Abuse Response Training................c..co....... 742 87 °? 83°
YU o] 0] = | $ 277 % 256 % 213
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Anti-Drug Abuse (continued)

(Dollar Amounts in Thousands)

20001-02 2002-03 2003-04
Department / Appropriation Actual Available Recommended
Block Block Block
Corrections:
DCSI — Hispanic Therapeutic Community............cccceeervrnee $ 0 50°% $ 250 @
DCSI — Violent Crime VICHMS. .........eveeureereeereeereeesnessneeens 40 ° 12° 0
DCSI — Community Outreach Recruitment.................co....... 85° 252 0
DCSI — Therapeutic COMMUNILY..............coccovrrererrreenesrerrennes 207 ° 200 °? 75 2
DCSI — Employment OpPOrUNItIES.............oc.vveververeerrereenes 730 ° 375 ° 242 °
DCSI — Virtual ViSItation..............c.cocorverreerrereerenesesseseenes 120° 60 @ 67 °
DCSI — Adult Interactive LiVINg.............cooeervererveerersesrreenns 263 ° 200 °? 90 ®
DCSI — Intervention Training............cccovveveereeeeereeeseseesneenes 18° 0 0
DCSI — Video CONfErenCiNg..........c.vvvevveeeereeeeseseessnesesenns 0 60 ? 0
DCSI — Sex Offender Assessment 0 345 ° 115 °
DCSI — Inmate Culinary Training...........cocoveeveevsvesrernerneenes 4@ 53 2 53 2
YU 0] 0] = | SR $ 1,467 1,380 $ 892
Health:
DCSI — Adult Offender Treatment.............ccoc..oevvverrrerrrrenns. $ 735°% $ 357°% $ 108 °
Military and Veterans Affairs:
DCSI — Drug Enforcement Training.............ceeeerreererseeneen. $ 456 ¢ $ 1,034°% $ 162 ®
Probation and Parole:
DCSI — Residential Substance Abuse Treatment Aftercare  $ 11°% $ 298° $ 50 °
DCSI — COUNLY SAVE........ouiieeeeeeeeeeeeeseeeeesseeeeresseseesseseneenes 597 @ 565 ° 0
DCSI — Community NOtfiCatioN............cc.ccoeveeveereeeeeernrenenns 758 89 ? 0
DCSI — Parole Planning System Automation............c.ccceueu.. 197 @ 0 0
DCSI| — Sexual Offenders Treatment.............ccccccvvveeeernenn. 60 ° 1,750 2 300 @
DCSI — Case Management...............oceeeeveeeeeeeeeensnrensnsnnnes 798 381 ° 0
DCSI — Critical Incident Response Training............cc.ceeveueee. 26° 0 0
SUBLOLAL......eee e $ 1,145 $ 3,083 $ 350
Public Welfare:
DCSI — Mental Health INItAtVES. .............corrveereerreeeereeeens $ 82°% ¢ 0 3 0
DCSI — Training ACAAEMY...........ccoveeveereerereeceereeneeeesreeseneees 0 11° 0
DCSI — Helping Communities Respond..............cccoeevneeeeene. 942 0 0
SUBLOAL ...t $ 176 11 % 0
State Police:
DCSI — Staff and Command Training...........cccceeeevveveiverennnn. $ 0 173 % 173
DCSI — Latent Print TranSmisSION..........ccceveeiieiieaieesienseenne 0 250 250
DCSI — Digital Wiretap NEtWOrk.............coveeeereeeerierereeseennns 8g? 529 ° 0
DCSI — Minority Recruitment................... 129 @ 212° 30°
DCSI — Local Computer Crime Prevention.............cccccceeevueae 0 380 ° 0
10 ) (0 - | SRS $ 217 1544 % 453
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Anti-Drug Abuse (continued)

2001-02 2002-03 2003-04
Department / Appropriation Actual Available Recommended
Block Block Block
Legislature:
Commission on Sentencing
DCSI — Web Expansion & JNET Interface $ 0o $ 395° 19 °
DCSI —Policy RESEAICH.........c.ccvvevverecrereeeeciee e 0 147 ° 0
DCSI —JINET Information Technology............cco.eveeveereeenn. 0 125 ° 126 °
DCSI — Community COITECHONS.........cccevrveverrieirieireesieees 0 136 ° 0
DCSI — Restitution ColleCtioNS............cc.coververvvreereerresreseeenenes 0 100 ? 100 ?
DCSI — RIP EVAIUGLONS.........c.covveveeeereeenessseeesesneensensesseenen 0 69 ° 138 2
{0 o] (o] = | S $ 0 $ 972 % 383
TOTAL. ettt $ 25127 $ 32,033 $ 32,033
SAFE AND DRUG FREE SCHOOLS AND
COMMUNITIES (DFSC)
Executive Offices:
Commission on Crime and Delinquency
DFSC — Special Programs........c.cccoveceerereneneeeenienesenesiens $ 3516 $ 5200 $ 5,200
Education:
DFESC — AdMINISLration...........c.eeieereenieeeeneesie e $ 1,448 $ 14,423 % 15,783
DFSC — SchoOl DiStHCLS. ....cueeiieeiiieeiieniie e 13,244 13,299 14,000
SUBLOLAL.....eecieceice e $ 14,692 $ 27,722  $ 29,783
Health:
DFSC — Special Programs for Student Assistance.............. $ 1,125 % $ 1,125°% $ 1,125 2
Military and Veterans Affairs:
DFSC — Scotland School for Veterans Children.................. $ 2% % $ 0
DFSC — Drug Free SChOoOIS.........ccooviiieiiiiiciceiee e 0 1 0
SUBLOAL.....ovcieci s $ 2 3 1 3 0
Public Welfare:
DFSC — Special Programs — Juvenile Aftercare
SEIVICES (EA) .eoveeeeeeceeeeeeeeeeeeeee e enaetenee s $ 960 ¢ $ 0 $ 0
DFSC — Special Programs Juvenile Aftercare..................... 0 1,225 1,225
DFSC — Special Programs for Domestic Violence (EA) ...... 4252 0 0
DFSC — Domestic ViIOIENCE ........ccoovevveiireeieeneceeeeeee 0 425 425
DFSC — Special Programs for Rape Crisis (EA) ......cccccveene 142 8 0 0
DFSC — Special Programs for Rape CriSiS ........ccccccevveeneene 0 142 142
SUBLOLAL......eee e $ 1,527 1,792 % 1,792
TOTAL.c.eeeee et $ 18,208 34,715 $ 36,775
GRAND TOTAL ALL PROGRAMS..........ccoveirieeene $ 43,335 66,748 $ 68,808

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

Public Information and Communications

The Commonwealth spends funds on activities to provide government information to the news media and the general public and for
other essential communications efforts. Funds are budgeted in 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)

2002-03 2003-04

Estimate Estimate

GOVEINOI'S OffiCE...eeuiiiiiiiiii ittt ae e rae e e $816 $775
Executive Offices.... 213 203
F Yo Lo To TP PP PUTPPUTR PP 154 149
AGEICUIIUIE. ..ottt e e e e e e e e e e s et e e e e e e s nttaeeeeeeesnsnneeeaeennes 268 265
BANKING. .. e et ettt e e e e e e e e et reeaeaeanas 27 28
CiVil SErVICE COMIMISSION. ...cciiiiiuiiiiiieie ittt ee ettt e et e e e e s st e e e e s sbeeeeaeeannes 38 33
Community and Economic DevelopmeNt...........cocuveiiieriiiiiniee e 365 358
Conservation and Natural RESOUICES...........cceiiiiiiiieiiiiiiee et 272 261
(011 (=10 110 ] 4 =T TP PP PP TR PPPPPPPN 275 283
=L 0o 11 (o] o OO TP P PP PP P PPPPPPRTTR 297 287
Emergency Management Agency 167 167
Environmental ProteCtioN............coooiiiiiiiiiiiiie et 2,624 2,572
Fish and Boat COmMMISSION.......cccuiiiiiiieiiiie et 118 120
GAME COMIMISSION. ..ettiieiiiiiiiieee e ettt e e e e sttt e e e e e e s stbbee e e e e e s nbeseeeeeaaasnbreeeaeeaannnes 260 267
GENETAI SEIVICES. ....eiiiiiiiiiie ettt ettt ettt 68 65
HEAITN. .. et 417 396
Historical and Museum COMMISSION. ........ccuiuriiiiiieiiiie et 141 138
([ ETU = T (o =T PO PP PPPPPPPPP 201 200
Labor and Industry 348 338
LiquOr CONIOl BOAIT. ......ceieiiiiiiiiiee ettt ettt ettt e e et e e e e e eeabe e e s 234 216
Military and Veterans AffairS. ..o iciiiie i 243 224
Milk Marketing BO@IM. ...........uueiiieiiiiiiiee ettt e e e 180 190
Probation and Parole BOArd............cocueeiiiieiiiiiiiiie et 79 76
Public Television NetWOTK..........ccoo i 14 13
Public Utility COMMISSION......ciiiiiiiiiiiiee et e e e e e s e e e e e snnnenaeee e 190 195
PUDIIC WEIFAIE......eeeeeeeeeeeee et 452 443
REVENUE. ...t e e e e e 259 246
Securities Commission. 32 30
S - LT PO TP P PO UPPPRPPPI 233 240
SHALE POLICE. ...t a e 223 223
TrANSPOITALION. ....eeetet ettt ettt e e 1,687 1,719
TOTAL $10,895 $10,720

The Commonwealth also spends funds in these areas:

---- Lottery sales promotion - $30 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 2003-04. These expenditures
are expected to generate approximately $1.2 billion in lottery revenues during 2003-04.

---- Economic development - A total of $22.1 million is budgeted in the General Fund to promote tourism and economic development.

This will contribute to an estimated $21.8 billion in 2003-04 travel revenues to Pennsylvania and supports the State’s aggressive effort to
preserve and create jobs.
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COMMONWEALTH
PrRoOGRAM BUDGET

This section summarizes the 2003-04 fiscal year budget by major revenue
source and major program area of expenditure. This summary includes
programs funded from the General Fund, the twelve 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

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)

2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08
Actual Available Budget Estimated Estimated Estimated Estimated

BEGINNING BALANCES
General Fund (a).......ccccevvvveeeennnee $ 335,467 $ 142,835 $ -54,507 $ 1,851 Ce R Ce
Adjustment to Beginning Balance. 1,000 -300 0 0 $ 0 $ 0 $ 0
Adjusted Beginning Balance......... $ 336467 $ 142535 $ -54,507 $ 1851 $ 03 0 % 0
Special Funds (B)........ccocovvevinenns $ 1283473 $ 1031647 $ 842,205 $ 798,393 $ 829,640 $ 739,076 $ 574,148
REVENUES
General Fund:

Corporation Taxes..........ccccuvenee. $ 1,418,493 $ 1,421,800 $ 1,456,400 $ 1,536,500 $ 1,601,000 $ 1,646,300 $ 1,670,600

Personal Income Tax.................. 7,138,668 7,090,400 7,390,600 7,821,300 8,199,200 8,599,900 8,943,800

Sales and Use Taxes... 7,292,499 7,518,800 7,767,700 8,150,900 8,525,400 8,864,500 9,173,100

All Other Revenues/Taxes.......... 4,210,283 5,175,000 4,726,800 4,753,500 4,743,000 4,732,800 4,719,000

Less Refunds................... -967,200 -929,600 -1,062,200 -1,107,875 -1,147,758 -1,186,782 -1,220,012

Proposed Tax Changes.............. 0 8,100 517,700 198,800 216,800 226,400 232,900

Total General Fund..................... $ 19,092,743 $ 20,284,500 $ 20,797,000 $ 21,353,125 $ 22,137,642 $ 22,883,118 $ 23,519,388
Special Funds........cccccoevievinnenns 3,678,626 3,811,400 3,879,428 3,920,506 3,970,033 3,999,178 4,040,286
Federal Funds..........cccccvvvvvveeeennns 12,989,372 15,037,749 15,167,854 14,855,670 14,766,363 14,784,957 14,797,862
Other Funds.........cccovvevvieviniieens 5,566,170 6,355,757 5,811,634 5,578,867 5,364,011 5,134,102 4,882,948

Total Revenues
and Balances...........c.ccc...... $ 42945851 $ 46,663,588 $ 46,443,614 $ 46,508,412 $ 47,067,689 $ 47,540,431 $ 47,814,632

PROGRAM EXPENDITURES
Direction and Supportive

SEIVICES....ooiiiiiieiiieeeriee e $ 1,807,631 $ 1,524,378 $ 1,452,043 $ 1,485,199 $ 1,488,130 $ 1,485273 $ 1,487,341
Protection of Persons and

Property 4,644,715 5,586,624 5,418,113 5,342,846 5,355,418 5,365,272 5,374,017
Education 10,307,713 10,912,998 10,958,794 11,353,975 11,746,179 12,120,507 12,432,840
Health and Human Services......... 19,246,104 20,826,282 20,838,450 21,015,130 21,213,224 21,461,937 21,718,834
Economic Development................ 2,086,678 2,107,719 2,006,469 2,003,950 2,021,593 2,021,285 2,022,405
Transportation and

Comunications..........ccccuvvvvvinnnnn. 4,293,871 4,719,221 4,691,859 4,521,680 4,462,892 4,507,079 4,560,698
Recreation and Cultural Enrichment 585,220 641,836 507,582 531,862 539,486 543,754 548,002
Less General Fund Lapses........... -104,593 -95,000 0 0 0 0 0
Less Special Fund Lapses........... -85,447 -195,105 0 0 0 0 0

Total Operating Expenditures... $ 42,781,892 $ 46,028,953 $ 45,873,310 $ 46,254,642 $ 46,826,922 $ 47,505,107 $ 48,144,137
Transfer from Tax Stabilization

Reserve Fund..........cccccoevvvennnn. 1,038,431 0 0 0 0 0 0
Transfer from Budget Stabilization

Reserve Fund..........ccccoevvvvnnnn. 0 50,000 250,000 0 0 0 0
Transfer to Budget Stabilization

Reserve Fund..........ccccoevvvvnnnn. 0 -300,000 -617 0 0 0 0
ENDING BALANCES
General Fund..........cccoovvviiennene $ 142,835 $ -54,507 $ 1851 $ -587,633 $ -516,752 $ -557,267 $  -674,305
Special Funds (b)........cccooveriennen. $ 1031647 $ 842,205 $ 798,393 $ 829,640 $ 739,076 $ 574,148 $ 326,357

(a) Balances are not carried forward beyond 2004-05.
(b) Includes Lottery Fund reserve.
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Program Budget Summar

Seven Year Summary of Commonwealth Programs

The following is a summary for the seven Commonwealth Programs of 2001-02 actual expenditures, 2002-03 amounts available, 2003-04 amounts
budgeted and future year estimates for all the operating funds and capital bond authorizations as presented in the 2003-04 Governor's Executive

Budget. A breakdown of each Commonwealth Program by Category and Subcategory is shown on subsequent pages.

(Dollar Amounts in Thousands)

2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08
Actual Available Budget Estimated Estimated Estimated Estimated
Direction and Supportive Services
General Fund...........cccocu. $ 885,255 $ 943919 $ 870,194 $ 891,234 $ 893,336 $ 888,543 $ 888,443
Special Funds..........cccoceeee 408,349 428,126 429,630 440,920 442,958 444,999 447,062
Federal Funds.... 13,587 16,505 17,144 16,761 16,761 16,761 16,761
Other Funds....... 500,440 135,828 135,075 134,970 135,075 134,970 135,075
Total Operating...........cc....... $ 1,807,631 1,524,378 $ 1,452,043 $ 1,483,885 1,488,130 1,485,273 1,487,341
Capital Bond Authorizations....... $ 516,969 $ 0% 51,592 $ 12,382 13,110 13,839 14,567
Program Total..........cccceeeee. $ 2,324600 $ 1524378 $ 1,503,635 $ 1,496,267 $ 1,501,240 1,499,112 1,501,908
Protection of Persons and Property
General Fund...........cccocu. $ 2405771 $ 2,467,386 $ 2,469,559 $ 2,578,788 $ 2,588,293 $ 2,593,113 $ 2,593,753
Special Funds..........cccoceeee 639,509 685,784 691,075 655,008 661,526 660,816 660,188
Federal Funds.... . 429,726 666,214 693,151 613,979 623,685 634,652 645,965
Other Funds.........cccceevenee. 1,169,709 1,767,240 1,564,328 1,495,069 1,481,914 1,476,691 1,474,111
Total Operating...........cc....... $ 4,644,715 5586,624 $ 5,418,113 $ 5,342,844 5,355,418 5,365,272 5,374,017
Capital Bond Authorizations....... $ 1,049,382 03 79,506 $ 96,790 81,598 89,350 89,235
Program Total..........cccceeeee. $ 5,694,097 $ 5,586,624 $ 5497619 $ 5,439,634 $ 5,437,016 5,545,622 5,463,252
Education
General Fund...........ccocu. $ 8,721,857 $ 8,983,762 $ 8,991,025 $ 9,383,639 $ 9,778,293 $ 10,152,177 $ 10,464,106
Special Funds.... 23,574 7,123 9,454 10,756 11,237 11,681 12,085
Federal Funds.... 1,227,488 1,604,559 1,632,093 1,632,093 1,632,093 1,632,093 1,632,093
Other Funds.........cccceevenee. 334,794 317,554 326,z2:. . 37,5556 224 52 321,556 724,556
Total Operating...........cc...... $ 10,307,713 $ 10,912,998 $ 10,958,794 $ 11,351,044 $ 11,351,044 $ 12,120,507 $ 12,432,840
Capital Bond Authorizations....... $ 1,763,807 $ 0 $ 33,002 $ 34,122 $ 36,129 $ 38,136 $ 40,143
Program Total..........ccceun.e. $ 12,071,520 $ 10,912,998 $ 10,991,796 $ 11,385,166 $ 11,782,308 $ 12,158,643 $ 12,472,983
Health and Human Services
General Fund...........cccoeenn. $ 7,115115 $ 7,135623 $ 7,490,909 $ 7,886,879 $ 8,167,034 $ 8,560,998 $ 8,995,050
Special Funds..........cccccc..... 1,032,106 1,359,186 1,133,273 1,111,277 1,235,542 1,309,911 1,401,120
Federal Funds.... 9,337,094 10,256,426 10,444,300 10,371,613 10,365,991 10,366,725 10,367,517
Other Funds........ 1,761,789 2,075,047 1,769,968 1,644,666 1,444,657 1,224,303 955,147
Total Operating..........ccccueene $ 19,246,104 $ 20,826,282 $ 20,838,450 $ 21,014,435 $ 21,213,224 $ 21,461,937 $ 21,718,834
Capital Bond Authorizations....... $ 486,050 03 18532 $ 10,725 $ 11,356 $ 11,897 $ 12,618
Program Total.........cccocu..... $ 19,732,154 $ 20,826,282 $ 20,856,982 $ 21,025,160 $ 21,224,580 $ 21,473,834 $ 21,731,452
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Program Budget Summar

Seven Year Summary of Commonwealth Programs

(Dollar Amounts in Thousands)

2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08
Actual Available Budget Estimated Estimated Estimated Estimated
Economic Development
General Fund...........ccceovnee. $ 662,612 $ 575,562 $ 565,704 $ 583,646 $ 599,217 $ 606,496 $ 606,816
Special Funds.... 181,827 21,353 25,383 23,046 27,649 27,649 27,649
Federal Funds.... 634,431 732,149 716,946 710,484 710,584 713,684 714,484
Other Funds..........ccccoeennene. 607,808 778,655 698,436 685,543 684,143 673,456 673,456
Total Operating..........ccc....... $ 2,086,678 2,107,719 $ 2,006,469 $ 2,002,719 2,021,593 2,021,285 2,022,405
Capital Bond Authorizations....... $ 4,393,822 0 $ 0% 409 433 457 482
Program Total..........c.ccceuue.. $ 6,480,500 $ 2,107,719 $ 2,006,469 $ 2,003,128 $ 2,022,026 $ 2,021,742 $ 2,022,887
Transportation and Communication
General Fund...........ccceovnee. $ 356,941 $ 327,745 % 368,674 $ 376,308 $ 386,085 $ 397,300 $ 404,194
Special Funds.... 1,507,807 1,488,407 1,477,080 1,475,873 1,501,114 1,525,508 1,553,515
Federal Funds.... 1,315,567 1,719,696 1,624,780 1,471,695 1,378,304 1,382,097 1,382,097
Other Funds..........ccccoeennene. 1,113,556 1,183,373 1,221,325 1,197,786 1,197,389 1,202,174 1,220,892
Total Operating..........cccc...... $ 4,293,871 4,719,221 $ 4,691,859 $ 4,521,662 4,462,892 4,507,079 $ 4,560,698
Capital Bond Authorizations....... $ 1,906,033 03 93,215 $ 81,484 81,571 81,658 81,746
Program Total............ccccu.... $ 6,199,904 $ 4,719,221 $ 4,785,074 $ 4,603,146 $ 4,544,463 $ 4,588,737 $ 4,642,444
Recreation and Cultural Enrichment
General Fund..... $ 281,848 $ 279,799 $ 233,960 $ 242,114 $ 242,136 $ 241,758 $ 241,331
Special Funds.... . 194,494 222,527 138,652 154,686 162,878 165,849 168,765
Federal Funds..................... 31,479 42,200 39,440 39,045 38,945 38,945 38,945
Other FuNds........cccovevnuenns 77,399 97,310 95,530 95,527 95,527 97,202 98,961
Total Operating..........cccc...... $ 585,220 641,836 $ 507,582 $ 531,372 539,486 543,754 $ 548,002
Capital Bond Authorizations....... $ 345,401 0% 58,060 $ 36,618 38,773 40,927 43,081
Program Total............ccceuue. $ 930,621 $ 641,836 $ 565,642 $ 567,990 $ 578,259 $ 584,681 $ 591,083
COMMONWEALTH TOTALS
General Fund...........cceovnee. $ 20,429,399 $ 20,713,796 $ 20,990,025 $ 21,942,609 $ 22,654,394 $ 23,440,385 $ 24,193,693
Special Funds.... . 3,987,666 4,212,506 3,904,547 3,871,566 4,042,904 4,146,413 4,270,384
Federal Funds..................... 12,989,372 15,037,749 15,167,854 14,855,670 14,766,363 14,784,957 14,797,862
Other FUNdS........ccoovevienns 5,565,495 6,355,007 5,810,884 5,578,117 5,363,261 5,133,352 4,882,198
Total Operating..........cccc...... $ 42,971,932 $ 46,319,058 $ 45,873,310 $ 46,247,962 $ 46,826,922 $ 47,505,107 $ 48,144,137
Capital Bond Authorizations....... $ 10,461,464 $ 0% 333,907 $ 272,530 $ 262,970 $ 276,354 $ 281,872
Program Total............ccceuee. $ 53,433,396 $ 46,319,058 $ 46,207,217 $ 46,520,492 $ 47,089,892 $ 47,781,461 $ 48,426,009

B7



Program Budget Summary

Direction and Supportive Services

The goal of this Commonwealth program is to provide an efficient and effective administrative support system
through which the goals and objectives of the Commonwealth programs can be attained. This Commonwealth
program supports the Administration’s goal to Deliver Greater Value and Efficiency in Government through the
activities of centralized agencies to support this goal.

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

The agencies in this program include the Governor's Office, Executive Offices, Lieutenant Governor, Auditor

General, Treasury, Civil Service Commission, Department of General Services, Department of Revenue, the
State Employees' Retirement System and the Legislature.

Contribution by Category and Subcategory.

General Fund and Special Funds
(Dollar Amounts in Thousands)

2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08

Actual Available Budget Estimated Estimated Estimated Estimate
Administrative and Support Services.........c....o....... $ 352232% 291,291$ 218319% 212,724 $ 212577$% 208,246 $ 207,987
EXECULIVE DIr€CHION......ccveceeieeie e 344,233 285,081 213,594 207,999 207,852 203,521 203,262
Personnel Selection...........coceeieieiieiie i 1 1 1 1 1 1 1
State Retirement System.. 0 0 2 2 2 2 2
Legal SEIVICES......ccoiieiiiiieiieree e 7,998 6,209 4,722 4,722 4,722 4,722 4,722

Fiscal Management.........cc.cocceveeennnen. 530,128 $ 647,899 $ 625653 $ 640,956 $ 643227$% 645495% 647,813
Revenue Collection and Administration... 439,637 541,562 520,619 537,490 539,761 542,029 544,347
DiShUISEMENL........cociiiiiiiciee e 43,457 58,977 57,804 56,306 56,306 56,306 56,306
AUAItING. ... 47,034 47,360 47,230 47,160 47,160 47,160 47,160

Physical Facilities & Commodities Management.. $ 130,347 $ 136,491 $ 132,300$% 132,505 $ 132,216 $ 132,421$ 132,224

Facility, Property and Commodity Management................ 130,347 136,491 132,300 132,505 132,216 132,421 132,224
Legislative ProCeSSeSs......ccovviiiiiiiiiinieeneeeiee e $ 229,080% 258,100 % 257,702$% 257,702$ 257,702% 257,702 % 257,602
LegiSIature.......c.ccoiriririiieieee e 229,080 258,100 257,702 257,702 257,702 257,702 257,602
Interstate RelationS........coovvveiriieiiiiecnic e $ 848 $ 970 $ 933 % 933 $ 933% 933 $ 933
Interstate Relations...........ccceoeieienenceeee e 848 970 933 933 933 933 933
DDt SEIVICE.....iiiiiieiiietece e $ 50,969 $ 37,294 $ 64,917 $ 87,334 % 89,639 $ 88,745 $ 88,946
DEDE SEIVICE.......iiiiriieiieiieieee e 50,969 37,294 64,917 87,334 89,639 88,745 88,946
PROGRAM TOTAL....oiiiitiieiieiiesieeeeeeee s $ 1,293,604 $ 1,372,045 % 1,299,824 $ 1,332,154 $ 1,336,294$ 1,333,542 $ 1,335,505
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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 of
individuals and the 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 Ensure the Safety of Our Citizens as well as the goal to Protect Our Natural Resources.

This program deals with the following substantive areas: 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, Attorney General, Department of
Corrections, Public Utility Commission, Liquor Control Board, Emergency Management Agency, Board of
Probation and Parole, the Judiciary, Milk Marketing Board, Securities Commission, 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,
and Military and Veterans Affairs 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)

2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08

Actual Available Budget Estimated Estimated Estimated Estimate

General Administration and Support 69,019 $ 76,035 $ 62,706 $ 62,550 $ 62,550 $ 62,550 $ 62,550
Criminal and Juvenile Justice Planning.... 48,438 53,577 38,771 38,771 38,771 38,771 38,771
Environmental Support Services.............. 20,581 22,458 23,935 23,779 23,779 23,779 23,779
Public Protection and Law Enforcement................. 707,387 $ 748584 % 736,960% 735574% 735574$% 735574 $ 735574
State Police 504,012 549,988 529,723 528,337 528,337 528,337 528,337
AOrNEY General.........ccoocvieveeieieeie e 75,191 75,058 73,842 73,842 73,842 73,842 73,842
Highway Safety Administration and Licensing................ 128,184 123,538 133,395 133,395 133,395 133,395 133,395
Control and Reduction of Crime.........cccccvvevivieennnns 1,250,592 $ 1,368,044 $ 1,398,465 $ 1,463,507 $ 1,463,507 $ 1,463,507 $ 1,463,507
Institutionalization of Offenders...........cccccoevveeviieecireenen. 1,150,844 1,266,336 1,298,500 1,363,542 1,363,542 1,363,542 1,363,542
Reintegration of Adult Offenders.........c..ccccevvevciviieernns 99,748 101,708 99,965 99,965 99,965 99,965 99,965
Juvenile Crime Prevention........cccccovveeeieciiee e 23,592 $ 23,907 $ 23,393 $ 23,393 $ 23,393 $ 23,393 $ 23,393
Reintegration of Juvenile Delinquents...........cccccceveeneene 23,592 23,907 23,393 23,393 23,393 23,393 23,393
Adjudication of Defendents.........ccccccveevieeiniieeiiineenn 231,211 $ 236,512$% 246,108 $ 246,108 $ 246,108$ 246,108 $ 246,108
State Judicial SYSteM..........ccceevviiieiiiieeeciece e 231,211 236,512 246,108 246,108 246,108 246,108 246,108
Public Order and Community Safety..........cccceeevvnnes 41,643 $ 41,412 % 34,775 $ 33,425 % 33,088 $ 32,922 % 32,833
Emergency Management 20,107 21,407 16,523 15,173 14,836 14,670 14,581
State Military Readingss..........cccovvieereiieeneiienesieneaens 21,536 20,005 18,252 18,252 18,252 18,252 18,252
Protection From Natural Hazards and Disasters.... 307,230 $ 260,873$% 199485% 195530% 202,746$ 202,750 $ 202,754
Environmental Protection and Management...................... 307,230 260,873 199,485 195,530 202,746 202,750 202,754
Consumer ProteCtioN........cccoecuveeviieeesiieeeciee e 249,614 $ 275,187 $% 270,752 % 256,973 $ 262,011$ 266,864 $ 268,580
Consumer ProteCtion...........ccouveieeriieeniinieesee e 17,394 6,744 7,562 8,820 8,831 8,576 6,262
Financial Institution Regulation.............c.cocccevineinicnennnns 11,801 13,375 10,825 10,825 10,825 10,825 10,825
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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)

2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08

Actual Available Budget Estimated Estimated Estimated Estimate

Securities Industry Regulation............cccoeoveiieniinnieennen. 2,188 2,177 2,110 2,110 2,110 2,110 2,110
Insurance Industry Regulation............c.cccvcvevieenieeneeene 123,543 155,313 155,309 155,287 160,314 165,422 169,452
Horse Racing Regulation.............ccccccvevviiiieiienieeieesiens 17,925 16,964 16,919 17,755 17,755 17,755 17,755
Milk Industry Regulation.............coeeerierereiineneiceese e 2,394 2,522 2,567 2,567 2,567 2,567 2,567
Protection and Development of Agricultural Industries.... 74,369 78,092 75,460 59,609 59,609 59,609 59,609

Community and Occupational Safety and Stability. $ 35,510 $ 33,117 $ 38,830 $ 32,330 $ 32,330 $ 32,330 $ 32,330
Community and Occupational Safety and Stability 32,237 30,555 29,680 29,680 29,680 29,680 29,680
Fire Prevention and Safety.........ccccoocveviiiiienicinennnen. 3,273 2,562 9,150 2,650 2,650 2,650 2,650

Prevention & Elimination of Discriminatory Practi $ 12,840 $ 11,589 $ 10,965 $ 10,965 $ 10,965 $ 10,965 $ 10,965

Prevention & Elimination of Discriminatory Practices........ 12,840 11,589 10,965 10,965 10,965 10,965 10,965
DEbt SEIVICE...ccuiiiiiiiiiieeceeece e $ 116642 % 77910% 138,195% 175763 % 177547$% 176,966 $ 175,347
Dbt SEIVICE......coiiiiiiiii e 116,642 77,910 138,195 175,763 177,547 176,966 175,347
PROGRAM TOTAL....cotiiirierieienieieeeee st $ 3,045280 $ 3,153,170 $ 3,160,634 $ 3,236,118 $ 3,249,819$% 3,253,929 $ 3,253,941
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Program Budget Summary

Education

The goal of this program is to provide a system of learning experiences and opportunities that will permit each
individual to achieve his or her maximum potential intellectual development. This Commonwealth program
supports the Administration’s goal to Build a World Class Public Education System.

Services are provided through this program in the areas of preschool, elementary and secondary, vocational,
higher and continuing adult education.

This Commonwealth program is financed primarily through the Department of Education. Other agencies

providing support are the Department of Revenue, the Higher Education Assistance Agency and the Tax
Equalization Board.

Contribution by Category and Subcategory.

General Fund and Special Funds

(Dollar Amounts in Thousands)

2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08

Actual Available Budget Estimated Estimated Estimated Estimate

Educational Support ServiCes.......cccocvvvveeiiieeiiieeennns $ 34,851 % 35,695 $ 32,696 $ 30,696 $ 30,696 $ 30,696 $ 30,696
Education SUppOrt SErViCeS........ccevverveeiesiesieesieeneeeseeens 34,851 35,695 32,696 30,696 30,696 30,696 30,696
BasiC EAUCALION.......cceireieeiee e $ 6,698,232 $ 6,979,382 $ 7,014,898 $ 7,359,968 $ 7,749,482$ 8,125,361 $ 8,436,842
BasiC EAUCALION.........cceiiereeieeee e 6,678,237 6,958,326 6,990,680 7,335,757 7,724,061 8,098,670 8,408,816
Public Utility Realty Payments...........ccocceovvieneneneninenene 19,995 21,056 24,218 24,211 25,421 26,691 28,026
Higher EJUCatioN........cccceviicieecee e $ 1,897,829 $ 1,892,500 $ 1,807,837 $ 1,808,808 $ 1,809,289$% 1,809,733 $ 1,810,137
Higher EdUCALION..........cccovieieiieie e 1,486,754 1,479,662 1,400,196 1,401,498 1,401,979 1,402,423 1,402,827
Financial Assistance to Students 368,486 372,378 369,204 368,873 368,873 368,873 368,873
Financial Assistance to Institutions..............cccccceeveeiivienns 42,589 40,460 38,437 38,437 38,437 38,437 38,437
DEDt SEIVICE...cuiiiiiectii ettt $ 114519 % 83,308 $ 145,048 $ 194,923 $ 200,063$% 198,068 $ 198,516
DDt SEIVICE.....uiiiieiecie et 114,519 83,308 145,048 194,923 200,063 198,068 198,516
PROGRAM TOTAL..ccvieiiitieiecee ettt $ 8,745431$ 8,990,885 $% 9,000,479 $ 9,394,395 $ 9,789,530 $ 10,163,858 $ 10,476,191
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Program Budget Summary

Health and Human Services

The goals of this program are to ensure access to quality medical care for all citizens; to support people
seeking self-sufficiency; to provide military assistance; and to maximize the capacity of individuals and families
to participate in society. This Commonwealth program includes activities that support the Administration’s goal
to Increase Access to High Quality Health Care.

This program addresses the following substantive areas: research; prevention and treatment of physical,
mental health and mental retardation disorders; maternal and child health care; financial assistance for older
Pennsylvanians, medically needy individuals and families in transition; and other programs aimed at
addressing the various problems individuals encounter in a complex society.

These activities are primarily the responsibility of the Departments of Aging, Health and Public Welfare with
contributions by the Departments of Agriculture, Labor and Industry, Military and Veterans Affairs, Revenue

and Transportation.

Contribution by Category and Subcategory.

General Fund and Special Funds

(Dollar Amounts in Thousands)

2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08

Actual Available Budget Estimated Estimated Estimated Estimate

Human Services SUPPOIt.......ccccvveeiieeeiiee e $ 96,677 $ 114272$ 114,403 $ 114,263 $ 113,763$ 113,687 $ 113,687
Human Services SUPPOIt.......cccoiivierieeiieieiiieeiee e 96,677 114,272 114,403 114,263 113,763 113,687 113,687
Social Development of Individuals...........cccceeeeeenn. $ 797988% 856,690% 837,836 % 871,970% 904,006 937,644 $ 972,964
HUMAN SEIVICES.....ccieeiiiieee et 797,988 856,690 837,836 871,970 904,006 937,644 972,964
Support of Older Pennsylvanians...........cccccccvvueeenne $ 900,901% 972,896 $ 946,756 $ 964,740 $ 1,090,701 $ 1,166,726 $ 1,259,790
Community Services for Older Pennsylvanians.... 258,128 256,112 258,438 256,740 256,615 256,493 256,356
Older Pennsylvanians Transit..........c.cccovvveieniieeneeniennn 136,459 164,922 163,516 166,258 169,056 171,909 174,819
Homeowners and Renters Assistance...........cccccvveveeeennn. 119,713 122,180 120,375 119,900 119,425 118,950 118,500
Pharmaceutical ASSIStANCEe.........ccceeeevvvveeeeecreeee e 386,601 429,682 404,427 421,842 545,605 619,374 710,115
Income MaintenanCe........cccceeeeeeeieeeeeeeeeec e, $ 827,418% 861,414 $ 849,027 $% 856,619% 859,386% 862,258 $ 865,158
INncome MainteNaNCE..........c.ceevvuieeeiiiee e 813,432 845,690 835,720 843,312 846,079 848,951 851,851
Workers Compensation and Assistance.............ccocceeu... 3,510 2,502 2,239 2,239 2,239 2,239 2,239
Military Compensation and AsSiStance.............ccoceevveene 10,476 13,222 11,068 11,068 11,068 11,068 11,068
Physical Health Treatment...........ccocveeviiiiiiiiiieeeenns $ 3,902,313 $ 4,026,347 $ 4,210,095 $ 4,507,441 $ 4,750,378 $ 5,106,724 $ 5,500,595
Medical Assistance................. 3,426,966 3,542,461 3,741,847 4,060,834 4,304,688 4,661,931 5,056,807
Health Treatment Services.. 39,009 19,603 18,382 18,382 18,382 18,382 18,382
Health Support Services...... 47,574 50,277 46,840 46,840 46,840 46,840 46,840
Health ReSEarch.........cccooiiiiiieiiiece e, 105,860 103,997 90,770 77,506 76,944 76,394 75,777
Emergency Food ASSIStanCe..........ccccceeeiieieiiieeiieesieeens 18,931 17,905 17,847 17,847 17,847 17,847 17,847
Prevention and Treatment of Drug and Alcohol Abuse.... 40,578 40,360 40,498 40,498 40,498 40,498 40,498
Preventive Health...........cccco i, 162,188 177,910 173,278 164,901 164,546 164,199 163,811
Veterans Homes and School............cccceveevciieececcveeeeens 61,207 73,834 80,633 80,633 80,633 80,633 80,633
Mental Health..........cccvveeiiiiii e, 672,131 % 676976 $ 657,128$ 658,409 3% 658409% 658,409 % 658,409
Mental Health... 672,131 676,976 657,128 658,409 658,409 658,409 658,409
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Program Budget Summary

Health and Human Services (continued)
Contribution by Category and Subcategory.

General Fund and Special Funds

(Dollar Amounts in Thousands)

2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08

Actual Available Budget Estimated Estimated Estimated Estimate
Mental Retardation..........ccveveeerer e $ 921,811$% 966,0719% 974,128% 978535% 978535$% 978,535$% 978,535
Mental Retardation.............ccoovvveereniene e 921,811 966,079 974,128 978,535 978,535 978,535 978,535
DEDE SEIVICE. .. uiiiiiiiieciie et $ 27,982 $ 20,135 $ 34,809 $ 46,179 $ 47,398 $ 46,926 $ 47,032
DDt SEIVICE......eiiiieiecececee e 27,982 20,135 34,809 46,179 47,398 46,926 47,032
PROGRAM TOTAL...ciiiiiiiie ettt $ 8,147,221 $ 8,494,809 $ 8,624,182 $ 8,998,156 $ 9,402,576 $ 9,870,909 $ 10,396,170
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Program Budget Summary

Economic Development

The goal of this program is to provide a system in which the employment opportunities of individuals, the
economic growth and development of communities and the overall economic development of the Commonwealth
will be maximized, including optimum use of natural resources to support economic growth. This Commonwealth
program supports the Administration’s goal to Create Jobs and Build a Vital Economy as well as the goal to Boost
the Skills of Our Workers.

This program is concerned with the Commonwealth's efforts in business attraction and retention, industrial
development, employability development, community improvement, resource development, labor-management
relations and job training.

The total efforts of the Department of Community and Economic Development 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)

2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08

Actual Available Budget Estimated Estimated Estimated Estimate
Economic Development Support Services.............. $ 83,890 $ 83,579 $ 68,572 $ 68,572 $ 68,572 $ 68,572 $ 68,572
Economic Development Support Services...........c.ceue.... 83,890 83,579 68,572 68,572 68,572 68,572 68,572
Commonwealth Economic Development................ $ 389,500% 224,003% 228,183 % 225846$ 230,449% 230,449 % 230,449
Business and Job Development..........c.ccocvverereneiinnnnens 292,573 127,300 134,900 134,900 134,900 134,900 134,900
Technology Development 75,100 75,350 67,900 67,900 67,900 67,900 67,900
Environmental Infrastructure...........cccccooeevveeeeiiieecceineenn. 21,827 21,353 25,383 23,046 27,649 27,649 27,649
Workforce INVestment........cccoovveiiieinieiiiiee e $ 74,058 $ 75,582 $ 53,832 $ 53,832 % 53,832 $ 53,832 $ 53,832
Workforce Development............cccovveeiieeniienieeniee e 29,122 29,671 7,926 7,926 7,926 7,926 7,926
Vocational Rehabilitation............cccccooiiviiiiienii e 44,936 45,911 45,906 45,906 45,906 45,906 45,906
Community DevelopmeNt.......ccoveriieeiiieiiie e $ 147611$% 132,637 $ 68,758 $ 68,753 $ 69,629 $ 70,550 $ 71,516
Community Development..........cccoevienrereeneineseeseeees 133,136 117,393 51,226 51,226 51,226 51,226 51,226
Public Utility Realty Payments...........ccoccoveviivneeneieniennns 14,475 15,244 17,532 17,527 18,403 19,324 20,290
Local Government ASSiStanCe........ccceevvvveerveeeieieenns $ 479 $ 331 % 330 % 0% 0% 0% 0
Municipal Pension SYStemS...........cevvevereiieeneneenienennens 479 331 330 0 0 0 0
DEDE SEIVICE. ..ot $ 148901 % 80,783 % 171,412$% 189,690$% 204,384$ 210,742$ 210,096
DEDE SEIVICE. ...ttt 148,901 80,783 171,412 189,690 204,384 210,742 210,096
PROGRAM TOTAL....oiiitieiieie et $ 844,439% 596,915% 591,087 $ 606,693$% 626,866% 634,145% 634,465
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Program Budget Summary

Transportation and Communication

The purpose of this program is to provide a system for the fast, convenient, efficient and safe movement of
individuals, cargo, and information within the Commonwealth that is interfaced with a national and international
system of transportation and communication. This Commonwealth program supports the Administration’s goal
to Create Jobs and Build a Vital Economy through the establishment of a first-rate infrastructure.

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)

2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08

Actual Available Budget Estimated Estimated Estimated Estimate

Transportation Systems and Services.........c.......... $ 1,740,895 % 1,739,816 $ 1,720,959 $ 1,735959 $ 1,760,959$% 1,785,959 $ 1,812,959
State Highway and Bridge Construction and Reconstru 444,950 436,776 410,050 448,050 448,050 448,050 448,050
Local Highway and Bridge Assistance.............cccoecvveeennee 185,772 189,879 194,239 194,239 194,239 194,239 194,239
Mass Transportation............ccccoeeeeveeenne. 271,474 273,474 255,353 255,353 255,353 255,353 255,353
Intercity Transportation 10,613 10,763 11,263 11,263 11,263 11,263 11,263
State Highway and Bridge Maintenance..............ccc.c...... 750,734 757,402 778,140 755,140 780,140 805,140 832,140
Transportation Support SErviCes.........coccevueerrieeeneeenene. 77,352 71,522 71,914 71,914 71,914 71,914 71,914
DEDt SEIVICE.....iiiiiii e $ 123,853 % 76,336 $ 124,7953% 116,222 $ 126,240$ 136,849 $ 144,750
DEDE SEIVICE.....ooiiiiiiciie et 123,853 76,336 124,795 116,222 126,240 136,849 144,750
PROGRAM TOTAL...ciiiiiiiieiee et $ 1,864,748 $ 1,816,152 $ 1,845,754 $ 1,852,181 $ 1,887,199$ 1,922,808 $ 1,957,709
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Contribution by Category and Subcategory.

Program Budget Summary

Recreation and Cultural Enrichment

The goal of this program is to make available sufficient opportunities for individual and group recreation and
cultural growth. This Commonwealth program supports the Administration’s goals to Protect Our Natural
Resources and Create Jobs and Build a Vital Economy.

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, Public Television Network and Council on the
Arts contribute to this Commonwealth category.

General Fund and Special Funds

(Dollar Amounts in Thousands)

2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08

Actual Available Budget Estimated Estimated Estimated Estimate

RECIEALION.....cciiiiiiie et $ 280,706 $ 312,267$ 224981 % 237,771$ 245438% 247,978 $ 250,478
Parks and Forests Management.... 193,515 227,893 138,491 149,029 155,720 157,368 158,956
Recreational Fishing and Boating.. 35,569 33,417 34,933 36,185 37,161 38,053 38,965
Wildlife Management...........c.cocvvveeerereerene e 51,622 50,957 51,557 52,557 52,557 52,557 52,557
Cultural Enrichment.........cccoooeeciiiieeeeeeeeeee e $ 168,193 % 173,999$% 119,144 $ 122488% 122,363$ 122,794 $ 123,210
State Historical Preservation............cccceceeveeeiiiieececnennn. 25,570 26,259 24,682 24,682 24,032 24,032 24,032
Local Museum ASSIStANCe..........ccceevueeeirieeeieeecieeeeieeeas 17,553 21,451 10,867 13,425 13,826 14,156 14,474
Development of Artists and Audiences............ccccevveeennee 15,146 15,152 15,123 15,123 15,123 15,123 15,123
State Library ServiCes........cccvvvvieenieeiiniieeeeneese s 96,947 98,984 57,240 58,026 58,150 58,251 58,349
Public Television Services.........ccooeeveeeeeciiee e 12,977 12,153 11,232 11,232 11,232 11,232 11,232
DEDt SEIVICE....uuiiiiiii e $ 27,443 $ 16,060 $ 28,487 $ 36,541 $ 37,213 $ 36,835 $ 36,408
DEbt SEIVICE......coiiiiiiiie et 27,443 16,060 28,487 36,541 37,213 36,835 36,408
PROGRAM TOTAL....cuviiiiiiiee et $ 476,3423% 502,326 $ 372,612% 396,800% 405,014$ 407,607 $ 410,096
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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 2001-02 actual year, 2002-03 available year and 2003-04 budget year. The financial statement
excludes augmentations and Federal funds that are detailed in subsequent tables.

Beginning Balance........c.cccccovviveeiiiiiineeee

Adjustment to Beginning Balance................

Adjusted Beginning Balance...............ccccceeene

Revenue:
Revenue ReCeiptS........cocvveveeiiiiiieeeeiiieenn.
Tobacco Settlement Fund.................cee.ee.
Proposed Revenue Changes.............cc........

Less Refunds..........ccceeeeeeii,

Total Revenue........ccccoccvvvveeeviiiiree e

Prior Year Lapses........ccccovvvveeniiiiiiiecennnens

Funds Available..............ccccociiiiiiiiiiiiiiiiiieeeees

Expenditures:
APPropriationS........ocvveeeeeeiiiieee e
Supplemental Appropriations......................

Less Current Year LapSes.......cccccvevevveeeeennn.

Total Expenditures.........ccccceevvveenieeennnne.

Preliminary Balance............ccccoooiieiiiiiiinnneenn.
Transfer from Tax Stabilization Reserve Fund
Transfer from Budget Stabilization

Reserve Fund...........cccovciiiiiiiiiiiie
Less Transfer to Budget Stabilization

Reserve Fund .........ccooooieiiiiiiiiiiiiiieeeeeeees

Ending Balance.........ccccocovvvveeeiiiiiieee e

(Dollar Amounts in Thousands)

$ 142,835

C5

$ -36,007

2001-02 2002-03 2003-04
Actual Available Estimated
$ 335,467 $ 142,835 $ -36,007
1,000 -300 0
$ 336,467 $ 142,535 $ -36,007
$20,059,943 $21,206,000 $21,341,500
0 0 330,000
0 8,100 187,700
-967,200 -929,600 -1,062,200
$19,092,743 $20,284,500 $20,797,000
104,593 93,500 0
$19,533,803 $20,520,535 $20,760,993
$20,782,268 $20,697,126 $21,008,525
0 16,670 0
-352,869 -407,254 0
$20,429,399 $20,306,542 $21,008,525
$ -895,596 $ 213,993 $ -247,532
1,038,431 0 0
0 50,000 250,000
0 -300,000 -617

$ 1,851



General Fund

NOTES ON FINANCIAL STATEMENT

(Dollar Amounts in Thousands)
PROPOSED REVENUE ENHANCEMENTS

2003-04
Estimated
Tax Revenue:
Capital Stock and Franchise Tax Phase Out..........c.cciiiiii i i $ 52,600

The tax will continue to be phased out although at a temporarily modified rate.

Beginning January 1, 2003 the tax rate will be 7.24 mills and for 2004 the rate

will be 6.99 mills. Beginning January 1, 2005 the tax will be phased out through

a one mill reduction of the tax rate that year and each year thereafter until the tax

is eliminated.

Revenue Enforcement Enhancements... ...t e 13,500
Various enforcement enhancements are proposed in order to assist the with the
collection of tax liabilities owed to the Commonwealth.

Interest Paid by the Commonwealth......... ..o s 2,300
An administrative change is proposed to reduce the interest rate paid by the
Commonwealth on tax refunds to two percentage points below the rate paid by
taxpayers on tax delinquencies.

Non-Tax Revenue:

TobacCO SettlemMENt FUNG ... ..ot e e e e e e e e e e $ 330,000
Proposed transfer of Endowment Account funds to the General Fund.

Budget Stabilization Reserve FUNd....... ..o e 250,000
Proposed transfer to the General Fund. This is in addition to the $50 million
proposed to be transferred in 2002-03.

oY o] ST £ 90,000
Changes to the Escheats program including the calculation of the dormancy

period for mutual insurance companies is proposed.

LTSI [ oa == 1S = 29,300
Selected license and fee amounts are proposed to be increased.

TOTAL PROPOSED REVENUE ENHANCEMENTS $ 767,700
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General Fund

NOTES ON FINANCIAL STATEMENT

(Dollar Amounts in Thousands)

SUPPLEMENTAL APPROPRIATIONS

2002-03
Available
Education
SChOOI FOOO SEIVICES. .....eiiiiiiiiiiiiie ettt $ 1,113
Early INteIrVENTION. .....oo it e e e ree e e e 4,906
CommMUNILY COlIEGES. ......eiiiiiiii et a e e e eabaaeee s 9,351
(=l [0ox= 1 1Te] o I o] - | PSSP $ 15,370
Health
RENAI DIAIYSIS. ...ttt e e e e e e e e et e e e e e e e e annnees $ 1,300
Public Welfare
(0F= 1] 1 €] =10 | TP EPP ST $ 3,214
Supplemental Grants - Aged, Blind and Disabled..............ccccccieiiiiiiiiiieiee e, 1,827
Medical ASSIStance - OULPALIENT.........ooi i 17,777
Medical ASSIStance - INPALIENT.........ccuuiiiiiie e 10,300
Medical AssiStance - CapitatioN...........cuueiiiiiieiiiie e e -19,730
Long-Term Care FacilitieS...........cccuuiiiiieiiici e -17,320
Medical Assistance - TranSPOrtatioN. ...........oiuiiiueiiereaes i e e reieee e e e 3,932
PUDIiC Welfare TOtal...........eiiiiiiiiiiiiiee e $ 0
TOT AL it $ 16,670
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General Fund

STATE FUNDS BY DEPARTMENT

The following is a summary, by department, of 2001-02 actual expenditures, the 2002-03 amounts
available and the 2003-04 amounts budgeted as presented in the General Fund Budget.

Governor's OffiCe........ooooiiiiiiiiicceeeeee e
Executive OffiCeS......uuuiiiiiiiiiiiiiiiiiiiie e,
Lieutenant Governor's OffiCe...........cceeviviiiiiiiiiiniinnns
Attorney General.........cccoooiiiiiieiiniiee e
Auditor General..........cooeveeeiiiiiiiieec s

Community and Economic Development......................
Conservation and Natural Resources..............ccccvvveees
[OF0] 1 (=11 110 ] o 1S TP

Education*...
Emergency Management AgENCY...........oovevuvvvrvrennnennes
Environmental Protection™*..............ccccooeeeiiiiiiiiiiininnnns
Fish and Boat COMMISSION.........ccvvviiiiiiiiiiiieieieeeeeeee,
Game COMMISSION.......cccceiiieieeeeec e
General SEIVICES.......ccoooviiiii i
Health... ...
Higher Education Assistance Agency..
Historical and Museum Commission.............cccccvvvvennn.
INSUFANCE......cutiiiei et eaaeaaas
Labor and INAUSEIY.......oocuuuiiiiiiiiiee e
Military and Veterans Affairs........cccccceeeiniiiieneniiiieenn.
Probation and Parole Board....
Public Television Network..........ccccovvvviviiivieiiiinieeeeeee,
Public Welfare.........cooooioiiieiiieeeees

State Employees' Retirement System.............cccccceee
State POlICE........cooiiiiiii
Tax Equalization Board...........ccccceeeiiiiiieeinniiieee e
TranSPOrtatioN. .......cocuuvrieeeiiiiie e e e
Legislature** ™. ... ...
JUAICIANY ..ttt

GRAND TOTAL....oiiiiiiiieieeee e

2001-02
Actual

7,852
316,045
1,083
75,191
47,513
585,656
36,689
73,783
1
424,699
99,075
1,150,844
8,276,851
23,380
289,409
11

0
109,767
269,908
403,075
33,240
45,805
109,805
93,219
99,748
12,977
6,668,952
222,737
2,188
17,394
0
164,245
1,373
306,593
229,080
231,211

(Dollar Amounts in Thousands)

2002-03
Available

8,034
341,020
1,112
75,058
47,691
395,659
38,880
76,110
1
403,622
108,878
1,266,336
8,559,284
23,969
245,636
12

0
115,896
257,754
412,838
33,454
57,769
108,639
107,061
101,708
12,153
6,683,591
229,031
2,177
6,744

0
178,213
1,366
319,488
258,100
236,512

20,429,399

20,713,796

2003-04
Budget

7,619
251,793
1,112
73,842
47,560
714,357
33,548
70,715
1
322,598
91,575
1,298,500
8,468,785
44,173
179,365
13

0
111,718
236,364
407,641
31,528
58,483
85,751
109,953
99,965
11,232
7,048,007
212,722
2,110
7,562

2
174,633
1,335
300,153
257,702
246,108

* Includes State System of Higher Education.
** Includes Environmental Hearing Board.
*** Excludes refunds.

**** |ncludes Ethics Commission and Health Care Cost Containment Council.
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General Fund

FEDERAL FUNDS BY DEPARTMENT

The following is a summary of Federal funds, by department, of 2001-02 actual expenditures, the
2002-03 amounts available and the 2003-04 amounts budgeted as presented in the General Fund
Budget.

(Dollar Amounts in Thousands)

2001-02 2002-03 2003-04

Actual Available Budget

102,538 $ 174,914 $ 166,172

11,296 13,312 13,703

17,401 23,708 23,055

8,984 17,122 18,013

Community and Economic Development...................... 194,035 235,022 131,622
Conservation and Natural Resources...............ccoocveuen. 10,382 18,493 18,455
COITECHIONS. ...ttt 26,819 24,626 36,546
Education.........ccccoevveeniiiciiineens 1,227,291 1,602,842 1,630,579
Emergency Management AQENCY........ccccuvvvrvrerereeenenen. 29,035 74,234 52,168
Environmental Protection™.............ccccooveiieiiniiiciienn, 91,237 142,244 146,144
HEAIN. ... 312,608 372,570 430,283
Higher Education Assistance Agency.........cccccveeeerunnen. 1,500 3,164 3,164
Historical and Museum CommisSioN..........ccccoecveeeeene 2,628 3,348 2,369
Infrastructure Investment Authority.........ccccceevvcveveeennns 100,746 125,919 123,462
INSUFANCE......eiiiiiiieiiiec ettt 110,736 120,812 136,636
Labor and INAUSEIY........cuueiiiiiiiieee e 411,403 446,919 547,911
Liquor Control Board............ccoouveiiiieeiiieeniiee e 625 195 0
Military and Veterans Affairs.. 74,854 84,866 91,949
Probation and Parole Board..............ccccoovveiicinnnnnn. 1,678 3,635 852
Public Utility COMMISSION.........ocuviiiieaiiiiieee e 1,225 1,210 1,500
Public Welfare..........cccccoviiiiiiiiccceee e 8,759,904 9,516,634 9,641,783
] £ L (SRR P R OTURPUPRN 0 32,000 57,600
State POlCE.......oiiiiiiiice 11,140 23,927 19,321
TranSPOtatioN........cuvvieiee ittt 25,672 85,760 83,450
Legislature 0 972 383
GRAND TOTAL. ..ottt $ 11,533,737 $ 13,148,448 $ 13,377,120

* Includes Environmental Hearing Board.
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General Fund

AUGMENTATIONS BY DEPARTMENT

The following is a summary of augmentations, by department, of 2001-02 actual expenditures, the 2002-03
amounts available and the 2003-04 amounts budgeted as presented in the General Fund Budget.

(Dollar Amounts in Thousands)

2001-02 2002-03 2003-04

Actual Available Budget

Executive Offices.... $ 75,606 $ 60,775 $ 60,607
Attorney General*...........cceveeviivereee e e 9,751 11,308 11,135
AUdItOr GENEIal......coiiiiiiii e 6,553 7,768 7,695
TIEASUIY ...ttt 14,383 3,690 3,735
AGING. ettt 1,117 859 1,850
AGICUIUIE. ... 2,569 3,568 4,215
Civil Service COMMISSION..........uvviieeiiiiiieee e e 14,694 15,116 14,960
Community and Economic Development*.................... 13,545 15,525 15,124
Conservation and Natural RESOUICeS...........ccceevuveeenn. 46,317 53,694 54,365
COIECHIONS. ...ttt 1,297 1,709 1,511
EdUCALION. ...ttt 16,125 12,355 9,883
Emergency Management Agency.. 317 77 144
Environmental Protection® **............cccccceviiiiieeeeniinnenn. 22,109 29,259 28,053
General SEIVICES. ........uiiiieiiiiiie it 4,572 5,175 5,381
HEAIN. ... 3,656 2,792 2,691
Historical and Museum CommisSion............ccoceeerveeen. 555 865 635
INSUFANCE.....iiiiii e 2,076 2,134 2,260
Labor and INAUSEIY*........c.uuviieeiiiiiee e 43,184 46,636 46,664
Military and Veterans Affairs... 24,738 23,753 23,401
Probation and Parole Board............ccccocveeiiiiinieeninenn. 10,801 11,003 12,947
Public Television Network...........cccveeeriiiieieiniiieeeeee 52 136 0
Public Utility CommIisSIioN*...........ccccvvveeeiiiiiiireeeesiiienenn. 43,759 46,739 46,063
Public Welfare..........cccoiiiiiiiiiiiiieeee e 1,443,036 1,759,921 1,457,559
REVENUE......ooiiiiiiiiiie e 17,779 18,328 18,730
Securities COMMISSION........ciiiiiiiiiiiie e 4,622 5,413 5,219
State*.....oocveeiiiieeiiieene . 27,909 33,518 35,132
State POlCE™ ... ..oiiiiiie et 35,397 37,240 38,806
TranSPOrtation™.........ccovuieiiiiee e 81,862 84,886 79,815
JUAICIAIY™ ...t 27,621 45,492 45,705
GRAND TOTAL. ..ottt $ 1,996,002 $ 2,339,734 $ 2,034,285

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

Seven Year Summary of Revenues

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

(Dollar Amounts in Thousands)

2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08
Actual Estimated Budget Estimated Estimated Estimated Estimated
TAX REVENUE
Corporation Taxes
Corporate Net Income Tax............... $ 1,418,493 $ 1,421,800 $ 1,456,400 $ 1,536,500 $ 1,601,000 $ 1,646,300 $ 1,670,600
Capital Stock and Franchise Taxes.. 913,426 901,600 873,600 786,200 682,500 565,500 437,400
Selective Business:
Gross Receipts TaX.........c.ccoeennne 710,597 780,600 792,600 821,600 842,300 868,000 885,900
Public Utility Realty Tax..... 28,850 47,900 53,100 50,200 48,400 50,300 52,200
Insurance Premiums Tax... . 300,554 326,000 331,900 355,300 387,500 423,500 464,900
Financial Institutions Tax............... 216,310 220,800 228,500 236,500 246,500 257,800 270,700
Other Selective Business Taxes.... 13,390 12,500 12,500 12,500 12,500 12,500 12,500
Total — Corporation Taxes............ $ 3,601,620 $ 3,711,200 $ 3,748,600 $ 3,798,800 $ 3,820,700 $ 3,823,900 $ 3,794,200
Consumption Taxes
Sales and Use TaX........cccccoeevrueene. $ 7,292,499 $ 7518800 $ 7,767,700 $ 8,150,900 $ 8,525,400 $ 8,864,500 $ 9,173,100
Cigarette TaX.......ccccevevvrerveeiciieennnn. 266,795 845,900 837,400 821,900 806,500 791,300 776,300
Malt Beverage Tax.. 26,653 25,700 25,700 25,700 25,700 25,700 25,700
Liquor TaX......cccvevcveeeniiieiiiiesiee 170,769 187,500 187,200 194,000 201,000 208,200 215,700

Total — Consumption Taxes $ 7,756,716 $ 8,577,900 $ 8,818,000 $ 9,192,500 $ 9,558,600 $ 9,889,700 $ 10,190,800

Other Taxes

Personal Income TaX........cccoccuvveeenn. $ 7,138,668 $ 7,090,400 $ 7,390,600 $ 7,821,300 $ 8,199,200 $ 8,599,900 $ 8,943,800
Realty Transfer TaX.......c.ccoevvvevennnn 290,472 352,400 315,900 334,700 351,600 367,900 382,400
Inheritance TaX.......cccccovvciveeeeeeninnnn. 779,571 715,700 736,700 759,500 783,000 806,500 829,900
Minor and Repealed Taxes.............. 6,881 6,600 -2,800 -2,700 -2,600 -2,500 7,300
Total — Other Taxes........c.ccocveuee. $ 8,215592 $ 8,165,100 $ 8,440,400 $ 8,912,800 $ 9,331,200 $ 9,771,800 $ 10,163,400
TOTAL TAX REVENUE.............. $ 19,573,928 $ 20,454,200 $ 21,007,000 $ 21,904,100 $ 22,710,500 $ 23,485,400 $ 24,148,400

NONTAX REVENUE

State Stores Fund Transfer.............. $ 120,000 $ 155,000 $ 50,000 $ 50,000 $ 50,000 $ 50,000 $ 50,000
Licenses, Fees and Miscellaneous:
Licenses and Fees............ccecvveennn. 90,399 135,300 91,500 91,500 91,500 91,500 91,500
Miscellaneous...........ccccceeeeecuvnnennn. 243,030 432,500 163,900 187,500 187,500 187,500 187,500
Fines, Penalties and Interest:
On Taxes 28,898 26,000 26,000 26,000 26,000 26,000 26,000
(@1 =] PR 3,688 3,000 3,100 3,100 3,100 3,100 3,100
TOTAL NONTAX REVENUES........... $ 486,015 $ 751,800 $ 334,500 $ 358,100 $ 358,100 $ 358,100 $ 358,100
GENERAL FUND TOTAL........... $ 20,059,943 $ 21,206,000 $ 21,341,500 $ 22,262,200 $ 23,068,600 $ 23,843,500 $ 24,506,500
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General Fund Revenues

Adjustments to Revenue Estimate

On June 29, 2002, the Official Estimate for fiscal year 2002-03 was certified to be $21,812,100,000. The
adjustments detailed below take into account actual revenue collections through the first seven months of the
fiscal year and projected collections for the remainder of the fiscal year based on current expectations for the
economy and revenue trends.

(Dollar Amounts in Thousands)

2002-03 2002-03
Official Revised
Estimate Adjustments Estimate
TAX REVENUE
Corporation Taxes
Corporate Net INCOME TaX......civuereereriirrieeieenieenieeneeneeens $ 1,597,800 $ -176,000 $ 1,421,800
Capital Stock and Franchise Taxes.........ccccocvveerieeineeeniinens 956,600 -55,000 901,600
Selective Business:
GroSS RECEIPLS TAX...uvviirieieiiiieeiiee sttt 768,600 12,000 780,600
Public Utility Realty Tax... 41,900 6,000 47,900
Insurance Premiums Tax.... 326,000 0 326,000
Financial Institutions Tax.............. 220,800 0 220,800
Other Selective BUSINESS TAXES......cccvvvveevivvireeiiiiieeeesniens 12,500 0 12,500
Total — Corporation TAXES........ccvververieeiieeieerieesieesreesieesaenns $ 3,924,200 $ -213,000 $ 3,711,200
Consumption Taxes
Sales aNd USE TaX....cuuvieeeiiiieieeeeiiiinieeeessinineeeesssneneneeesnnnes $ 7,531,700 $ -12,900 $ 7,518,800
Cigarette Tax............ 830,900 15,000 845,900
Malt Beverage Tax . 25,700 0 25,700
LIQUOT TAX. ettt 187,500 0 187,500
Total — ConSUMPLION TAXES.......eiveereerieereeieesieeseesreeeveenees $ 8,575,800 $ 2,100 $ 8,577,900
Other Taxes
Personal INCOME TaX......ccuveivuieeeiiiee e s $ 7,395,800 $ -305,400 $ 7,090,400
Realty Transfer TaX......ccovveeeiiieieieeeiiiiiee e s siee e e e seaeee e s 322,400 30,000 352,400
Inheritance TaX.................. 785,700 -70,000 715,700
Minor and Repealed TaXes.........ccccovveerieeinieeiiiee e 6,600 0 6,600
Total — Other TAXES.....uuuiiiiiieiiiiiiiiieeeee e $ 8,510,500 $ -345,400 $ 8,165,100
TOTAL TAX REVENUE.......ccooi i, $ 21,010,500 $ -556,300 $ 20,454,200
NONTAX REVENUE
State Stores Fund Transfer..........ccoooooieeviiieciie e $ 155,000 $ 0 $ 155,000
Licenses Fees and Miscellaneous:
LiCeNSEeS and FEES..........uuvviviiiiiiiiiiiiiieieieieee e 136,700 -1,400 135,300
MISCEIIANEOUS......coiiiiiiiiiiie e 482,300 -49,800 432,500
Fines, Penalties and Interest:
On Taxes... 26,000 0 26,000
[ 1 1= S 1,600 1,400 3,000
TOTAL NONTAX REVENUES..........cviiiieiiiiiinn $ 801,600 $ -49,800 $ 751,800
GENERAL FUND TOTAL.ccovviiiiiieeeeeeeecceeee e, $ 21,812,100 $ -606,100 $ 21,206,000
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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 three factor apportionment formula, where the sales factor is
given a weight of 60 percent.

Tax Rates:  January 1, 1995 and thereafter...........ccccovevinnceens 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 .........cccccuee.. 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.

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 $125,000 of capital stock value is exempt.

Tax Rates:

January 1, 2002 through December 31, 2002.... 7.24 mills (The semiannual transfer to the
Hazardous Sites Cleanup Fund (HSCF) is
suspended unless the Fund balance is expected
to be less than $5 million).

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

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 ......ccccocevvvevivennieneeneens 10 mills.

Proposed Change: The scheduled phase out of the tax will be extended by one year through a temporary
suspension of the rate reductions effective December 31, 2002. The rate is proposed to remain constant at 7.24
mills through December 31, 2003. A proposed reduction to the rate of 0.25 mills would be effective January 1, 2004
after which annual one mill reductions to the rate would begin in 2005 and would continue until the tax is eliminated
on January 1, 2011.

Reference: Purdon’s Title 72 P.S. §7601—87606.
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General Fund Revenue Sources

Gross Receipts Tax

Tax Base: This tax is levied on the gross receipts from business transacted wholly within Pennsylvania by
specified companies owned, operated or leased by corporations, associations or individuals. 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. Beginning with fiscal year
1998-99, 0.18 percent of total electric gross receipts is 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. The revenues
shown for the General Fund are net of these transfers.

Tax Rates:  July 1, 1991 t0 CUITENt....cceceeevreieeiee e 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).

January 1, 1988 to June 30, 1991........cccceveienene 44 mills.
Prior to January 1, 1988.........cccooiiininnereereen 45 mills.

Reference: Purdon’s Title 72 P.S. 88101—88102; 72 P.S. §2183—8§2194.

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
Public Transportation Assistance Fund. For tax year 2004 and thereafter, the Department of Revenue will calculate a
Gross Receipts Tax surcharge in the event refunds for Public Utility Realty Tax appeals exceed $5 million in the prior
fiscal year.

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 all gross premiums of surplus lines written with an unlicensed insurer.

Reference: Purdon’s Title 72 P.S. §7901—8§7906.

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.

Tax Rates: Since calendar year 1990 the tax rate for the Bank and Trust Company Shares Tax and Title Insurance
Shares Tax has been 1.25 percent. For calendar year 1989 the rate was 10.77 percent. Before January 1, 1989, the
rate for both taxes was 1.075 percent on the value of capital stock shares. The Mutual Thrift Institutions Tax rate is 20
percent for tax years 1987 through 1990, 12.5 percent for tax year 1991 and 11.5 percent thereafter.

Reference: Purdon’s Title 72 P.S. §7701—87702. Bank and Trust Company Shares Tax
Purdon’s Title 72 P.S. 88501—88505. Mutual Thrift Institution Tax
Purdon’s Title 72 P.S. §7801—§7806. Title Insurance Companies Shares Tax
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General Fund Revenue Sources

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

Reference: Purdon’s Title 72 P.S. 83242—83250-15. State Personal Property Tax

Purdon’s Title 72 P.S. 83420-21—83420-28. Agricultural Cooperative Associations
15 Pa.C.S.A. 87333 - Electric Cooperative Law Tax

Sales and Use Tax

Tax Base: The tax is levied on the sale at retail, including rental, of tangible personal property and certain services,
or upon the use within Pennsylvania of tangible personal property, or taxable services purchased at retail if the tax was
not paid at time of purchase. A tax on the occupancy of hotel rooms is imposed as part of the sales and use tax law.
The portion of the tax applicable to periodicals is transferred to the Public Transportation Assistance Fund. An
additional transfer is made from this tax to the Public Transportation Assistance Fund representing the revenue
forgone from the exclusion of certain trucks from the lease tax. Beginning in fiscal year 1997-98, 1.22 percent of
receipts, up to $75 million, is transferred annually to the General Fund Supplemental Public Transit Account. 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. 87201 et seq.

Cigarette Tax

Tax Base: The tax is imposed and assessed on the sale or possession of cigarettes within Pennsylvania. Only
one sale of the cigarette is taxable.

Tax Rates: The rate is 5.0 cents per cigarette. 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. The revenues shown for the General Fund are
net of these transfers.

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

Malt Beverage Tax

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

Tax Rates: The tax rate is two-thirds of a cent (2/3¢) per half pint of 8 fluid ounces or fraction thereof, and in larger
quantities at the rate of one cent (1¢) per pint of 16 fluid ounces or fraction thereof.

Reference: Purdon’s Title 72 P.S. 89001 et seq.
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General Fund Revenue Sources

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.

Reference: Purdon’s Title 47 P.S. §794—8§796.

Personal Income Tax

Tax Base: The tax is paid by all residents, resident trust 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 wxpayer is a resident of a state with which there is a reciprocal agreement; net profits from activity
conducted in Pennsylvania; and income from the rental, ownership or disposition of any real or personal property. 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 amount of forgiveness declines by 10 percent for each $250 of income. The
eligibility income limit for each qualifying dependent of a claimant for tax forgiveness under the special tax provisions
for poverty increased from $8,500 in 2001 to $9,000 in 2002.

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

Reference: Purdon’s Title 72 P.S. 87301 et seq.

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 is 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 returns to 15 percent in July 2003 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—8§8113-C.
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General Fund Revenue Sources

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 is levied when the Federal estate tax credit for State death taxes exceeds a
decedent’s Inheritance Tax liability. The Federal estate tax credit is scheduled to be phased out between 2002 and
2005. However, the Pennsylvania Estate Tax will continue to be based on Federal law as amended to June 1, 2001,
which is prior to the effective date of the Federal act that phases out the credit.

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 O 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 equals the Federal credit for state death
taxes, less the Inheritance Tax paid.

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

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.

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 CGeneral 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.
§3733). 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 penalties and interest collected in the enforcement of corporation taxes.
Also included are 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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TAX REVENUE
Corporate Net INCOME TaX......oiouieiieeiiiiiee e

Capital Stock and Franchise Taxes
Capital Stock Taxes — DOMESHIC.........uveieiiiiiiieeeiiiiiie e
Franchise Taxes — FOreign........cccevcuiiiieieiiiee e ciiee e sieee e e saeee e

SUBTOTAL....oiiiiiiiitecie s

Gross Receipts Tax

Electric, Hydroelectric and Water POWET...........ccccevcvveeeeieiiieeeeesiiiee e
MOLOr TranNSPOItAtION. ......c.eveieeee it e ettt e e e e e e e e e e sinees
Telephone and Telegraph..........ccveiiiiiiiiii e
TrANSPOILALION. ....eiiiiiiiieiiie e ettt ettt e e e e e e e e e sibn e e e e e enaeeeeas

SUBTOTAL. ittt e et e e e e aat e e eaaaes
Public Utility REAITY TaX....i.ciiirereeeiiiiiieeesiiiiee e ssieeeeesseteeeessieneeeeennnnes

Insurance Premiums Tax

DOMESHC CASUAILY.....ceiiiiiiiiiieeieiiiee e
DOMESHIC M ..ciiiieiiiiee ettt
Domestic Life and Previously Exempted Lines..........cccocveeviiiieieniiiienenn.
EXCeSS INSUranCe BroKers..........cocuviiiiiiiiiieeiiiee e
Foreign EXCESS CaSUAILY........ccouiiuiiiieiiiiiiiie et
FOreign EXCESS Fil€...ccciiiiiiiie ittt eetiee ettt e e et e e e e e e e
FOreign Life. ...
L= g1 1= T O T TP T PP PP PPPPRPUPRN
THHE INSUIANCE. .. .uuiiiiiiiiiiiiiiii ittt e e e e e e e e e e e eaaeaeaaaeaaaaaaaaaeas
Unauthorized INSUFANCE.........ccuiiiiiiiiiiie e

SUBTOTAL....oiiiiiiiictece s

Financial Institutions Taxes

Federal Mutual Thrift INStUtIONS..........uvviiiiiiee e
NatioNal BAnKS.......cccoiiiiiiiii bbb e e e e e e e aeeaaaaes
StALE BaANKS....cci i
State Mutual Thrift INSHEUtIONS..........uuviiiiiiiiiiii e
TrUSE COMPANIES. ...ttt ettt e e

SUBTOTAL....oiiiiiiii it

Other Selective Business Taxes

Corporate Loans — DOMESIC.........coruriiiiiiieiiiie et
Corporate Loans — FOIIgN........ccoiiuiiiiiiiiiiiee et
Miscellaneous Business Taxes...
Corporation Taxes — Clearing Accounts Undistributed...............cccocuueee.

SUBTOTAL. ...ttt

Sales and Use Tax

MOLOr VENICIE....coiviiiieiiieee

NON-MOLOr VENICIE......uviiiie e
SUBT T OT AL it aaaas

[0 =T =] 1 4= 1= O RS ERR

[ L T T = Vo T I O PR

[ o U Lo] g Ir- O GO TP PP UPPUPRRINt

* Less than $500.
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General Fund Revenue Detall

(Dollar Amounts in Thousands)

2001-02 2002-03 2003-04

Actual Estimated Budget
1,418,493 $ 1,421,800 $ 1,456,400
404,326 $ 399,091 $ 386,697
509,100 502,509 486,903
913,426 $ 901,600 $ 873,600
538,697 $ 601,300 $ 609,500
332 0 0
169,480 176,300 180,000
2,088 3,000 3,100
710,597 $ 780,600 $ 792,600
28,850 $ 47,900 $ 53,100
53,602 $ 58,140 $ 59,193
18,822 20,416 20,785
57,778 62,670 63,804
10,206 11,070 11,270
2,761 2,995 3,049
3,368 3,653 3,719
144,797 157,056 159,898
155 168 171
4,475 4,854 4,942
4,590 4,978 5,069
300,554 $ 326,000 $ 331,900
3,062 $ 3,136 $ 3,627
157,273 160,493 164,501
24,990 25,502 26,139
13,145 13,464 15,573
17,840 18,205 18,660
216,310 $ 220,800 $ 228,500
7,601 $ 6,901 $ 6,901
5,911 5,367 5,367
256 232 232
-378 0 0
13,390 $ 12,500 $ 12,500
1,161,755 $ 1,215,200 $ 1,234,000
6,130,744 6,303,600 6,533,700
7,292,499 $ 7,518,800 $ 7,767,700
266,795 $ 845,900 $ 837,400
26,653 $ 25,700 $ 25,700
170,769 $ 187,500 $ 187,200




General Fund Revenue Detall

(Dollar Amounts in Thousands)

2001-02 2002-03 2003-04
Actual Estimated Budget
Personal Income Tax
NON-WIthNOIAING.....veveiee e $ 1,553,212 $ 1,404,000 1,462,000
WiIthROIAING. ..t 5,585,456 5,686,400 5,928,600
SUBTOTAL. ..ttt ettt e e e e e e e s innees $ 7,138,668 $ 7,090,400 7,390,600
REAItY TranSTer TaX....iiiivueeiieriieieesiiesieesrie e e te e ste e sae e sae e saeeneeas $ 290,472 $ 352,400 315,900
Inheritance Tax
Nonresident Inheritance and Estate TaX........ccccccoeeevieeeieeeiieeciee e $ 4,159 $ 3,818 3,930
Resident Inheritance and EState TaX........ccocveerieeiiieeiieeeniee e 775,412 711,882 732,770
SUBTOTAL. ..ttt ettt e e e st e e e e e et a e e e s e nnanneeeeeeennnnnes $ 779,571 $ 715,700 736,700
Minor and Repealed Taxes
Spirituous and ViNOUS LIQUOIS TaX.......ccuiueeiiiraaiieeiieaesiieeesiieesieeeseeeens $ 4 $ * *
Excess Vehicle Rental Tax... 5,826 6,100 6,200
Job Creation TaxX Credit...........coooeiiiiiiii i -448 -500 -10,000
Payments of Intergrated Taxes (KITS).....cccevvieirreeiiiiieeeseriieeeeesiiiee e -125 -83 -83
Tax on Writs, Wills and DEEAS...........cccccuruiuiiiiiiiiiiiiiiiieiesesereereeeeerereeeaenes 1,624 1,083 1,083
SUBTOTAL. ...ttt e ettt e e e e et ae e e e e e e eannnes $ 6,881 $ 6,600 -2,800
TOTAL TAX REVENUE.........c it $ 19,573,928 $ 20,454,200 21,007,000
NONTAX REVENUES
State Stores FUN TranSfer.......coociiiiiicii e $ 120,000 $ 155,000 50,000
Licenses, Fees and Miscellaneous
Governor's Offices
MISCELLANEOUS REVENUE
Refunds of Expenditures Not Credited to Appropriations....................... $ $
SUBTOTAL. ...ttt s e e e e et e e e e e staae e e e e e eennaees $ $
Executive Offices
MISCELLANEOUS REVENUE
MISCEIANBOUS. ......coviiiiiiie ettt $ 50 $ 50 50
Interest Transferred to Federal JAIBG Program...........cccceevvivvveeeenennnn. -181 -200 -200
Interest Transferred to Employee Benefits..........cccoceeiiiiiiiiiiiiiccenns -5,706 -6,000 -6,000
Contra Revenue Code 001710-018499-103..........covvueviriieinreerneeninennns -8,275 0 0
Refunds Of Expenditures Not Credited To Appropriations..................... 1,769 1,800 1,800
SUBTOTAL. ...ttt e et e e e etare e e e e e eeananes $ -12,343 $ -4,350 -4,350
Lieutenant Governor's Office
LICENSES AND FEES
Board Of Pardons FEES.........cccueiiiiiieiiie et $ 6 $ 7 7
Board Of Pardons — Filing FEES........ccccuiiiiieeiiiiiiie e siee e 7 8 8
MISCELLANEOUS REVENUE
MISCEIIANEOUS. .....coiniiiiiiiii e 0 0
Refunds of Expend Not Credited TO APProp.........cceevvereeeaiireeenniiieeenn 3 0 0
SUBTOTAL. ...ttt ettt e et e e s e e staae e e e e e eeananes $ 16 $ 15 15
Auditor General
LICENSES AND FEES
Filing Fees — Board of Arbitration of Claims............cccccevvveiieiiieicreennn $ 5 $ 12 12
SUBTOTAL. ...ttt e et e e e e e staae e e e e e eeananes $ $ 12 12

Attorney General

* Less than $500.
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General Fund Revenue Detall

(Dollar Amounts in Thousands)

2001-02 2002-03 2003-04
Actual Estimated Budget

MISCELLANEOUS REVENUE
Assessed Civil Penalties Payments...........cccceevvveeeiiee e $ 905 $ 210 $ 216
Miscellaneous Interest Offset for Appropriation 611............ccccceeeevnnnnnn. -58 -80 -82
MISCEIIANEOUS.......c.viiiiiiiicre e s 7 28 29
Refunds Of Expenditures Not Credited To Appropriations..................... 8 9 9

SUBTOTAL. ...ttt $ 862 $ 167 $ 172

Treasury Department

MISCELLANEOUS REVENUE
Allocation Of Treasury COSES........c.civeiueiieeiiesie e e esee e see e seee e $ 2,261 $ 2,500 $ 2,500
Depository AQJUSIMENTS. .......c.uviiiiiieiiierice e 7 0 0
Dividend Income Reinvested - LONg TermM........ccceeiiiiieieiiniiieeee e 2,719 0 0
Interest Transferred to Asbestos/Lead Account.............ccccevveiernnennn -72 -50 -50
Interest Transferred to Hodge Trust FUNd...........ccccooeiiiinienniiiieeene, -8 -10 0
Interest Transferred to PA Tech Invest Authority..........cccceevvvveeiiiiennn. -228 -100 -100
Interest Income Reinvested - LONG TerM.......ccuvviiiiiiiiieieiiiiiee e 15,037 0 0
Interest on Average Collected Balance - WIC Program................ccue..... 38 50 40
INtEreSt ON DEPOSIES. ..ceiiiiieiiiiie ittt 207 250 250
Interest On Securities — Liquor License Fund...........cccccceevvieineeiinene 72 90 85
INtErESt ON SECUNTIES. ...eeiiieiiiiiiiie ettt e e 94,827 50,230 50,175
MISCEIIANEOUS.......c.viiiiiiiieie e s 292 50 50
Premium on Sale of SeCUNTIES. .......cccoiiiiiiiiiiiiiee e * 0 0
Realized Gain or Loss on Sale of Investments - Long Term.................. -48,923 0 0
Redeposit Of ChECKS.........ciiiiiiiiiiee e 6,674 2,000 2,000
Refunds Of Expenditures Not Credited To Appropriations..................... 0 3 0
Transfer to Disaster Relief Fund - ACt323..........ccccoviiiiiiiiicee * 0 0
Unclaimed Property — Administration Cost Reimbursements............... -10,625 -500 0
Unclaimed Property — Claim Payments..........ccccoovveiiveeniiieeniieeenieeens -17,395 -24,000 -39,200
Unclaimed Property — Financial Institution Deposits.............ccccceeeueee. 23,387 55,700 25,000
Unclaimed Property — Other Holder Deposits..........ccccocveinieeiieeininenn. 49,922 180,400 52,200

SUBTOTAL. .ot $ 118,192 $ 266,613 $ 92,950

Department of Agriculture

LICENSES AND FEES
ADALOIN LICENSES.....c.viiveiieitieie ittt sttt ettt ettt sre e sreanean $ * $ 4 $ 0
Approved Inspectors Certificate And Registration Fees.............c.ccc..... 4 4 4
Domestic Animal Dealers' LICENSES........cccuuviieiiiiiiiiiee e 45 48 48
Eating & Drinking LICENSES.........uuviiiiiiiiiiee e iiiiee e e sireee e e e sreee e e senees 1,226 1,200 1,200
Egg Certification Fees........... 13 12 12
Egg Opening Licenses................. * * *
Farm Products Inspection Fees... 84 84 84
Garbage Feeders Licenses........ 1 1 1
Ice Cream Licenses........... 161 164 164
Livestock Branding Fees.... * * *
Maple Syrup Program.........c...cccuveeeen. * 1 1
Miscellaneous Licenses And FEES...........ccoooiiiieiieniiiieieeeeee e 16 17 17
Poultry Technician LICENSES...........uiiiiiiiiiiieeiiiiiee e 2 2 2
Public Weighmasters' Liquid Fuel License — State Share................... 42 150 150
Registration Fee — Food Establishment.............ccocciiiiiiiiiniiiieeee 232 235 235
Rendering Plant LICENSES..........uuiiieiiiiiiiee e ee e 7 5 5
Lab Directors EXam FEES.........uuiiiii ittt 1 1 1
Seed Testing And Certification FEES.........ccvvvvviiiiiiiiie e 67 60 60
Veterinarian Diagnostic Laboratory Fees..........ccocovieiiiiiiienniiinee e, 300 300 345

* Less than $500.
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General Fund Revenue Detall

(Dollar Amounts in Thousands)

2001-02 2002-03 2003-04
Actual Estimated Budget
Department of Agriculture (continued)
MISCELLANEOUS REVENUE
Refunds Of Expenditures Not Credited To Appropriations..................... 15 0 0
Telephone COMMISSIONS. .....cccuuiiiiiiiiiiie e 2 0 0
SUBTOTAL. ..ottt $ 2,218 $ 2,288 $ 2,329
Civil Service Commission
MISCELLANEOUS REVENUE
MiISCEIIANEOUS. ...ttt e $ * $ 0 $ 0
Refunds of Expend Not Credited to Appropriations............cccccoeceeeenns 1
SUBTOTAL. ...ttt $ 1 $ $
Department of Community and Economic Development
LICENSES AND FEES
Municipal INdebtedNeSS FEES.......ccccvviiieiieiieie e see e $ 244 $ 240 $ 250
MISCELLANEOUS REVENUE
Infrastructure Developer - Loan Repayments..........cccceveeviiiieeeiniienenn. 338 325 300
Interest From Grantees...........cccccovviiiiiiiiiiiiiiiin e 836 800 800
Housing and Redevelopment Loan Repayments...........occveeeeviieeeennnns 595 575 550
MISCEIIANEOUS.......c.viiiiiiiiece e s 3,998 3,002 2,502
Nursing Home Loans — Repayments. .........cccuveeeeiiiiieeeeiniieiee e 47 45 40
PNHLA Prior Year IN-Transit..........cccccovvueiiiiiieiiesee e 4,432 4,400 4,000
Refunds of Expenditures Not Credited to Appropriations.............c......... 2,178 1,000 500
Repayable Grant Payments..........cccoovieiiiiiiiiiiieiieesec e 1,491 1,500 1,500
SUBTOTAL. ..ot $ 14,159 $ 11,887 $ 10,442
Department of Conservation and Natural Resources
MISCELLANEOUS REVENUE
CAMP LBASES. ..ottt $ 808 $ 800 $ 800
GroUNd RENES......uiiiiiiiiiii et e e e s e e e e e 13 13 13
HOUSING RENTS......iiiiiiie ettt e e e e s naae e e e e e snnaraaeeas 25 27 27
MINEralS SAIES.........eiiiiiiiieiie s 4 4 4
MISCEIIANEOUS.......cviiiiiiiicie e s 9 10 10
Refunds Of Expenditures Not Credited To Appropriations..................... 13 13 13
RIGNtS-Of-WaY.......coiiiiiiiieiic e 398 400 400
Sales Tax ESCrOW ACCOUNL........cciiiiiiie ettt e ettt e e e e e e e 8 9 9
Telephone Commissions.... 3 2 2
WWALET LEASES. .. .ttt e e e neeee 17 17 17
SUBTOTAL. ...ttt $ 1,298 $ 1,295 $ 1,295
Department of Corrections
MISCELLANEOUS REVENUE
ANLItrUSt CasSe PAYMENES......ccuveiuieiieeiieeieeiee e eieesteesee e sreesneeesaaenns $ 46 $ 80 $ 110
MISCEIIANEOUS.......c.viiiiiieieie s 5 5 6
Restitution Payments......... 218 275 275
Telephone Commissions 6,476 6,725 6,850
SUBTOTAL. .ot $ 6,745 $ 7,085 $ 7,241
Department of Education
LICENSES AND FEES
Fees FOr GED TranSClPLS.....ccuveieeiieiieeieesieesieeeeeesieesteesreeeneeesneesneeas $ 32 $ 32 $ 32
Fees For Licensing Private Schools................cc....... 181 200 200
PDE Fees Transcripts — Closed Private Schools.......... * * *
Private Academic School Teacher Certification Fees..... 11 12 11
Fees For Licensing Private Driver Training Schools............ccccccccvveeinn. 87 77 77

* Less than $500.
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General Fund Revenue Detall

(Dollar Amounts in Thousands)

2001-02 2002-03 2003-04
Actual Estimated Budget

Department of Education (continued)
Secondary Education Evaluation Fees.............cccovviiiiiiiiiiiciicnieiens 4 5 4
Teacher Certification FEES........coiuuiiiiiiiiiiii e 587 516 597

MISCELLANEOUS REVENUE
MiSCEIIANEOUS.......eiiiiiiiiiiiii e 2 0 0
Refunds of Expenditures Not Credited to Appropriations * 0 0

SUBTOTAL. ..ottt $ 904 $ 842 $ 921

Emergency Management Agency

MISCELLANEOUS REVENUE
MISCEIIANEOUS.......cvieiiie ettt et ennes $ 5 0 0
Refunds of Expenditures Not Credited to Appropriations...............c....... 6 $ 0 $

SUBTOTAL. ..ottt $ 11 $ 0 $

Department of Environmental Protection

LICENSES AND FEES
Anthracite Miners' Examination and Certification Fees.............cc.ccoeeni. $ * $ * $ *
Bituminous Miners' Examination and Certification Fees........................ 2 2 1
Bituminous Shot Firers and Machine Runners Exam A...............ccco.e... 0 0 1
Blasters' Examination and Licensing Fees..........ccccocuuieieiiiiieneeiiiinenn. 4 4 28
Dams And Encroachment Fees...........ccoovveviiiiiiiiiiiine e 168 171 152
Examination and Certification FEes...........ccoceiiiiiiiiiiiiiiiiiieiee e 3 3 3
Explosives Storage Permit FEES..........coviiiiiiiiniiieniiceecee e 64 64 63
Hazardous Waste Facility Annual Permit Administration Fees.............. 54 55 55
Hazardous Waste Facility Permit Application Fees..................... 128 130 90
Hazardous Waste Transporter License and Fees.... 43 44 48
Hazardous Waste Storage-Disposal Fac-Fee.......... 51 52 27
Infectious and Chemical Waste Transport Fees.......... 15 15 11
Municipal Waste Annual Permit Administration Fees.. 223 226 188
Municipal Waste Permit Application Fees................... 670 680 448
Residual Waste Permit Administration Fees 202 205 194
Residual Waste Permit Application/Modification Fees..............cccceeeennee 89 90 76
Residual Waste Closure Admin FEes..........cccvvivriiiiiiiiieiie e 1 1 4
REStAUIaNt LICENSES. ....cciiiiiiiiiiie ettt * * *
Sewage Enforcement+EXam FEes........ccccvvuvviieiiiiiiiiee e * * *
Sewage Permit FEES. ... 378 384 420
Submerged Land FEES.......uuiiiiiiiiie e 59 60 56
Water Bacteriological Examination Fees...........ccoooveriiiiiiiiiniiiieceees 28 28 30
Water Power and Supply Permit FEes..........ccoovviiiiieiiiiiniiie e 103 105 93
TIPPING FEES. ..ttt e e e 0 42,000 0

MISCELLANEOUS REVENUE
Ground RENLAIS.........eiiiiiiiiiie e 18 18 14
Interest 0N Loan PaymentsS.........ccooeeiiiiiiiiiiie e 250 821 703
Interest Payments — Mine SubSIidence............ooccvveiiiiiiieieniiiieee e 4 3 3
MINEral SAIES.......ooiiiiiiiie e * * *
MISCEIIANEOUS......eeiiiiiiitii et 25 25 19
Payment To Occupy Submerged Lands...........cccccevviiieiiceniiienieeee 275 279 261
Penalty Charges — Delinquent INterest...........ccocceeeiiveeieieiiieee e 5 0 0
Refunds of Expenditures Not Credited to Appropriations....................... 33 34 28
Repayment Of Loans — Water Facilities............cccoocuveieiiiiiiiiiieein. 763 2,050 1,793
RIGNES-0f-WaAY......ueiiieiiiiiiiie e e e naaeeee s 7 7 10
Royalties for Recovery Of Materials — Schuylkill River........................ 173 175 155
Sales Tax ESCrOW ACCOUNL...........cociiiieiieiie e * * *
Sales Tax — Allegheny COUNtY........ccooiiiiiiieriiiiiie e * * *
Sewage Treatment And Waterworks Application Fees............ccccccueenee. 51 51 63
Surface Subsidence Assistance Loans — Repayments.... 17 17 19

* Less than $500.
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General Fund Revenue Detall

(Dollar Amounts in Thousands)

2001-02 2002-03 2003-04
Actual Estimated Budget
Department of Environmental Protection (continued)
Telephone COMMISSIONS. .....cccuuiiiiiiiiiiie e 1 1 1
SUBTOTAL. .ot $ 3,907 47,800 5,057
Department of General Services
MISCELLANEOUS REVENUE
Allocation Of Purchasing Costs JOD 7.........cccooiiiiiiiiiiiiiiieieiieeeeee $ 2,553 2,553 2,553
Allocation Of Purchasing Costs JOb 19..........ccccviiveiiiiiiiie e 1,164 1,164 1,164
MISCEIIANEOUS......eeiiiiiiiiiii ettt e e 147 147 147
Real EState SErVICES........coiviiiiiiieiie e 358 358 358
Refunds of Expenditures Not Credited to Appropriations.............c......... 58 0 0
Rental Of State Property.........ocuveoiieieiieieiiieeeiee e 357 188 76
Sale Of PUDIICALIONS. .......ciiiiiiiiiieeeeeiiee et 9 0 0
Sale Of State PrOPEITY.....cccveiiiiieeiiiee ettt 101 4,353 10,418
Sale Of Unserviceable Property........occueieioiiiiiieiiiiiiie e 381 381 381
L1 T=T Vo 1TSS * 0 0
Reading State Office BUildiNg...........ccuveiiiiiiiiiiie e 143 143 143
Scranton State Office BUIlAiNG........cceeiiiiiireeiiiiiie e 1,278 1,278 1,278
Altoona State Office BUIlAING........ccooiiiiiiiiiiiiiiiiee e 39 39 39
SUBTOTAL. ...ttt $ 6,588 10,604 16,557
Department of Health
LICENSES AND FEES
Bathing Place Program — Application Fees...........ccccooveeniiiiinieeiineenns $ 2 2 2
Cre Certification Fees..........ccoocuiiiiiiiiiinnneenn. 17 34 17
Hospice Licensing Fees........ 32 28 29
Immunization Service Fees......... 23 23 23
Life Safety Code Inspection Fees... 279 300 321
Miscellaneous LiCENSUre FEES.........cocuuiiiiiiiiiieee et 92 100 109
NUrsing HOME LICENSES.........uvviiieiiiiiiiie et e eee e e 362 370 377
Pediatric Extended Care Licensing FEes..........coocuieiiriiiiiieeniiiiiieeeenins 2 1 1
Profit Making Hospital LICENSES..........ccviiiiiiiiiieiiicesiic e 145 160 160
Organized Camps Program FEES.........cccuuuiiaiiiiiiiiee i 4 5 5
Registration Fees — Hearing Aid ACt..........cccooiviiiiiiiieieecee 98 98 98
Registration Fees — Drugs Devices and Cosmetics ACt............cceen.. 369 363 381
Vital StatiStiCS FEES......uiiiiiiiiiiiiciee e 2,999 3,130 3,226
Wholesale Prescription Drug Distribution Licenses..........ccccccovcvveeeennee 55 62 69
MISCELLANEOUS REVENUE
Interest Transferred to Share Loan Program..........ccccoecvveeeiviieeeeeeninnen. -6 -7 -7
MISCEIIANEOUS.........eeiiiiiiieie e 108 115 123
Refunds of Expenditures Not Credited to Appropriations.............c......... 3 3 3
SUBTOTAL. ...ttt $ 4,584 4,787 4,937
Historical and Museum Commission
MISCELLANEOUS REVENUE
MISCEIIANEOUS.......ccvviiiieeiieceie et . $ * * *
Refunds of Expenditures Not Credited to Appropriations a7 30 30
SUBTOTAL. ..ot $ 47 30 30
Insurance Department
LICENSES AND FEES
Agents' and Brokers' Certification Fees.... $ 736 800 0
Agents' LICENSES. ......cceevvriiiiieeeiiiiiieeeenns 12,274 12,000 12,800
BrOKErS' LICENSES. ... .ciiiiiiiiiiiie i 65 230 0
Division of Companies Certification — Certificates and Filing Fees...... 985 850 850
Examination Fees and EXPENSES..........covcvviiiieiiiiiiiiiecee e 2,352 2,400 2,600

* Less than $500.
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General Fund Revenue Detall

(Dollar Amounts in Thousands)

2001-02 2002-03 2003-04
Actual Estimated Budget
Insurance Department (continued)
Market Conduct Examination Fees...........cccoovvoviiiiiiiiiiciieneece e 438 425 450
MiSCEIlANEOUS FEES......oiiiiiiiiiiiie e 27 3 1
Miscellaneous LICENSES. .........ccviiviiiiiieiie e 11 14 12
NEW APPIICANTS. ...eiiiiiiiiiii et e e e 1,373 1,350 1,400
Physical Damage Appraiser LICENSE...........ccveiiiiiiiieiiiieiiiec e 22 22 18
RENEWAIS. ..ottt 2,411 2,500 3,500
Valuation of POlICIES FEES.........ccovviiiiiiieiieicce e 5,324 5,300 5,300
MISCELLANEOUS REVENUE
Contra to Revenue Code 001780-009696-102............cccevveiririeernennens -7 0 0
MISCEIIANEOUS......eeiiiiiiiiii et e e 323 350 350
Refunds of Expenditures Not Credited to Appropriations....................... 3 0 0
SUBTOTAL. .ot $ 26,337 $ 26,244 $ 27,281
Department of Labor and Industry
LICENSES AND FEES
Approval of Building Plan FEES...........ccvuviiiriiiiieieeriesee e $ 5,010 $ 5,000 $ 4,000
Approval of Elevator Plan FEes...........ocuiiiiiiiiiiiiiiiiieeee e 426 425 425
Bedding And UpholStery FEes...........ccoviiiiiiiiiiniiiiiieeie e 718 550 550
Boiler INSPECLiON FEES.......coiiiiiiiiiiee e 3,167 3,000 3,000
Elevator INSPeCiON FEES........cciiiiiiiiieiiiieeiee e 2,014 1,900 1,900
Employment AGENCY LICENSES.........cuiiiiiiiiiiieeeiiiiee et 36 34 34
Employment Agents' Registration FEESs............cccvvvieriiieniiiiiniieenieeens 3 4 4
Flammable Liquids Storage FEeesS.........cuuiiiiiiiiiiiiieieiiieiee e 39 40 40
Liquefied Petroleum Gas Registration FEes............ccocvvveviieinieeinineennn 231 200 200
Projectionists’ Examination And License Fees.........coccccevviuiveienniineenn. 6 3 0
Stuffed Toys Manufacturers' Registration Fees..........cccccvevvcivreeeiinnnnnn. 68 60 60
MISCELLANEOUS REVENUE
Act 64-Contra Miscellaneous Revenue Code.............cccocvvveervenieennenne. $ * 0 0
CETA Audit Settlement...........ueiiiiiiiiiiiee e * 0 0
MISCEIIANEOUS.......c.viiiiiiiic e 6 3 3
Refunds of Expenditures Not Credited to Appropriations....................... 63 0 0
SUBTOTAL. ...ttt $ 11,787 $ 11,219 $ 10,216
Department of Military and Veterans Affairs
MISCELLANEOUS REVENUE
Refunds of Expenditures Not Credited to Appropriations....................... 202 37 37
Telephone COMMISSIONS. .....cccuuiiiiiiiiiiie e 20 7 7
SUBTOTAL. ..ot $ 222 $ 44 $ 44
Board of Probation and Parole
MISCELLANEOUS REVENUE
MISCEIIANEOUS.......c.viiiiiiicie e s $ * $ 0 $ 0
Refunds of Expenditures Not Credited to Appropriations.............c.........
SUBTOTAL. ...ttt $ $ $
Department of Public Welfare
LICENSES AND FEES
Private Mental HOSpital LICENSES.........coveieeiieiiieiee e siee e sie e $ 57 $ 58 $ 58
MISCELLANEOUS REVENUE
MISCEIANEOUS. ..ottt $ 5 14 14
Refunds of Expenditures Not Credited to Appropriations 89 67 67
Telephone COMMISSIONS. ......coiii it 32 32 32
SUBTOTAL. ...ttt $ 183 $ 171 $ 171

* Less than $500.
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General Fund Revenue Detall

(Dollar Amounts in Thousands)

2001-02 2002-03 2003-04
Actual Estimated Budget
Department of Revenue
LICENSES AND FEES
Certification ANd COPY FEES......cooiuiiiiiiiiiiiie e $ 29 30 30
Cigarette Permit FEES.......ocuiiiiiiiiiei e 597 600 610
Domestic Violence and Rape Crisis Program Fee...........cccccoviiieeennnnns 2,122 2,100 2,100
Uniform Commercial Fee ACt 1992-67..........ccooveiriiieiiieeniie e 927 1,000 1,000
MISCELLANEOUS REVENUE
Exempt Collections Per ACt 1992-67.........ccccveirieiiiiieiiieeniee e 13,796 14,500 15,000
DISHIICt JUSTICE COSES. ..eiiiiiiiiiiiiiie ettt e ettt e e e e e 7,631 7,700 8,000
MISCEIIANEOUS. .....coiniiiiiiiii e 8 20 20
Distribution Due ADSENLEE.........cuuiiiiiiiiii e 426 300 300
Income Tax Check-Offs — OlyMPICS.......ccoviriiiiiiiiiieiie e * 1 1
Refunds of Expenditures Not Credited to Appropriations.............c......... 20 5 5
SUBTOTAL $ 25,556 26,256 27,066
Securities Commission
LICENSES AND FEES
Associated Persons — INitial............oooviiiiiiiiii s $ 31 45 54
Associated Persons — Renewal............coocuveeiiviiiiiiiniicenee e 126 117 141
Associated Persons — Transfer...........ooiiiiiiiiiiiiiiee e 2 4 4
Brokers, Dealers Registration Fees — Initial...........ccccccveeviiiieeeeicnnnnnnnn 72 76 69
Brokers, Dealers Registration Fees — Renewal.............coccceeeeniiieeennes 623 682 674
Costs — Examination, Auditing, Investigation, Prosecution —

EXcept TakeoVver COStS........uuiiiieiiiiee et * * *
Investment Advisors Filing Fees — Initial...........cccccoecievee e, 17 22 37
Investment Advisors Filing Fees — Renewal.............cccceeeiiiiiiiiininnnnn. 101 92 108
Investment Advisors — Notice Filings Initial............cccccevevvviiieeecicinen. 60 70 59
Investment Advisors — Notice Filings Renewal.............cccoccveeeiiiiiennn. 263 231 289
Mutual Funds — Increase in Amount of Filing..........cccccevviiiveeecvciiieeen, 479 640 500
Mutual Funds — Initial Filing..........coooiiiiiiiiie e 542 1,100 600
Mutual Funds — Renewal FiliNg.........cccoviiiiieeiiiiiiieeeciiiee e cieeee e 4,084 4,355 4,100
Mutual Funds — Unregistered Sales..........ccccooiiiiiiiniiiiiieeiieee e, 0 1 0
506 RD FilINGS...eiiitriiitiieiiiie ettt 840 1,110 850
Section 203 (D) — Increase in Amount of Filing..........cccocieiiiiiiiennnns 0 * 0
Section 203 (D) — Initial FiliNg........ccoovvireeiiiiier e 20 35 25
Section 203 (1) (O) (1) — Initial Filing........cocueieiiiiiiiieeiiee e 2 3 0
Section 203(P) — Initial FiliNg.......cvvviveiiiiiiiiee e 0 * *
Section 203(S) — Initial Filing.. 7 15 8
Section 203(T) — FiliNG...evveeeiiiiiiee e 5 10 5
Section 205 — Security Registration and Amendment Fees.... 42 50 45
Section 206 — Increase in Amount of Filing........c..cccccvveenn. 1 0 1
Section 206 — Qualification Filing — Initial...........cccccoiiiiiiiiiiiees 76 110 80
Securities Agents Filing Fees — Initial........... 1,972 2,600 1,901
Securities Agents Filing Fees — Renewal... 6,851 8,236 7,553
Securities Agents Filing Fees — Transfer........cccvcvveiiciiee e 217 155 370
Takeover Disclosure Filing Fees + Sct Iv Rgtr.........ccceeeeiiiiiieiiiiieeen. * 3 1
Miscellaneous Takeover Disclosure Filing Fees.........ccccceevvvvveeevivinnnn. 0 1 1

MISCELLANEOUS REVENUE
MISCEIIANEOUS. .....coiiiiiiiiiie e * 0 0
SUBTOTAL. ..ttt ettt $ 16,433 19,763 17,475
Department of State
LICENSES AND FEES
Charities Bureau Registration FEes..........ccuueiiriiiiiiieiiiiieee e $ 1,180 1,245 1,282
Commission and Filing Fees — Bureau Of Elections 691 300 400
Commission and Filing Fees — Corporation Bureau...............ccccueeeennee 19,433 19,500 19,890

* Less than $500.
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Department of State (continued)
COMMISSION FEES.....coiiiiiiiieiiiiieee e

Notary Public Commission Fees

MISCELLANEOUS REVENUE
L EYo= | =T T= o LU £ PR

SUBTOTAL....oiiiiiiiiricse s

State Police

MISCELLANEOUS REVENUE

Act 64 - Contra Miscellaneous Revenue

Miscellaneous..........ccccvvvvvviviviiiiininnininnnns
I LOSt Property........ccccoeecvveeeeiniinnneeenne

Reimbursement Fo

Refunds of Expenditures Not Credited to Appropriations...
Telephone Commissions....

SUBTOTAL....

Department of Tran

sportation

MISCELLANEOUS REVENUE
Refunds of Expenditures Not Credited to Interest ............ccocoeevveenneenns
SUBTOTAL. .ttt

Other

MISCELLANEOUS REVENUE

Conscience Money

Payments in Lieu of Taxes — SWIF
Public Television Network - Refunds of Expend
Public Television Network - Miscellaneous
State Ethics Commission - Lobbyist Registration
Transfers From Special Funds

SUBTOTAL....oiiiiiiiitcse s

Total Licenses, Fees and Miscellaneous

Fines, Penalties and Interest on Taxes

Corporation Net Income Tax
Interest on Excise Taxes — Corporations

Penalties on Excise Taxes — Corporations

SUBTOTAL

Other Fines and Penalties

Executive Offices

PA Human Relations Commission - Civil Penalties............c..cccccvveeen.
Department of Agriculture

Amusement Rides and Attractions — Fines

EQQ FINES...eeeiiieeeeeee et a e

General Food Fines
Harness Racing Fines and Penalties..
Horse Racing Fines and Penalties

Marking Law Fines

Miscellaneous Fines

Civil Penalties - Food Establishments.......

Seasonal Farm Laborers Fines & Penalties..
Weights & Mearsures Division - Fines

Department of Conservation and Natural Resources

Miscellaneous Fines

Department of Environmental Protection

Miscellaneous Fines

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

2001-02 2002-03 2003-04
Actual Estimated Budget

59 64 64
1,004 1,100 1,100
* 0 0
22,367 $ 22,209 $ 22,736
-2 $ 0 $ 0

249 250 250

4 8 8

317 320 320

1 2 2

569 $ 580 $ 580

13 $ 0 $ 0

13 $ 0 $ 0

4 $ 0 $ 0
5,552 4,600 5,000
1 0 0

0 136 0

0 200 20
77,204 107,300 7,200
82,761 112,236 12,220
333,428 567,800 $ 255,400
14,825 $ 13,338 $ 13,338
12,403 11,158 11,158
1,671 1,504 1,504
28,899 $ 26,000 $ 26,000
2 $ 3 $ 3
* 2 2

0 * *
2 4 4
54 50 60
39 42 42

0 * *
* 0 0
* 0 0
3 1 1
152 5 5
1 3 3



Ethics Commission

Violations-Act 1978-170.......ccceeviiuvereeeeiiiinereesinnnns

Department of General Services

Traffic Violation FiNesS..........cccvvvveeeieiciiieee e

Department of Insurance

Miscellaneous FiNes.........ccccccvviivieeeeviiivieee e,

Department of Labor and Industry

Minor Labor Law FiNeS..........ccccvveeviiiiereesiciieeeeeenns
Miscellaneous FINEs.........ccccvvvvviiiiiviiieiiiiieeeeieeeeeen.

Public Utility Commission

Violation Of Order Fines.............ccoeeeeeiiiiicccciiinnns

Department of Public Welfare

Miscellaneous Fines & Penalties..........c.cccceeeeee...

Department of Revenue

Malt Liquor Fines and Penalties.............ccccceeeene

Department of State

Penalties and Fines - Charities Bureau
SUBTOTAL. ...ttt

Total Fines, Penalties and Interest

TOTAL NONTAX REVENUES..............oocie

TOTAL GENERAL FUND REVENUES

* Less than $500.

General Fund Revenue Detall

(Dollar Amounts in Thousands)

2001-02 2002-03 2003-04
Actual Estimated Budget
47 20 20
26 26 26
1,504 800 850
3 2 2
82 95 95
217 350 425
1,192 1,228 1,182
13 10 10
351 359 370
$ 3,688 $ 3,000 3,100
$ 32,587 $ 29,000 29,100
$ 486,015 $ 751,800 334,500
$ 20,059,943 $ 21,206,000 21,341,500
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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)

1996-97 1997-98 1998-99 1999-00 2000-01 2001-02
Actual Actual Actual Actual Actual Actual
TAX REVENUE
Corporation Taxes
Corporate Net Income Tax............... $ 1,697,077 $ 1,703,241 $ 1,724,945 $ 1,860,184 $ 1,603,375 $ 1,418,493
Capital Stock and Franchise Taxes.. 954,503 1,030,450 1,100,318 1,083,505 1,063,046 913,426
Selective Business:
Gross Receipts TaX......ccooceeveereenne. 717,508 729,378 670,238 657,260 663,551 710,597
Public Utility Realty TaX.................. 137,164 102,342 124,588 104,855 42,292 28,850
Insurance Premiums Tax. 202,157 217,701 261,895 263,879 291,421 300,554
Financial Institutions Tax................ 187,719 202,393 193,293 211,983 189,900 216,310
Other Selective Business Taxes..... 12,992 12,848 12,592 11,065 10,011 13,390
Total — Corporation Taxes................ $ 3,909,120 $ 3,998,353 $ 4,087,869 $ 4,192,731 $ 3,863,596 $ 3,601,620
Consumption Taxes
Sales and Use TaX........cccccveeeveeenne. $ 6,036,480 $ 6,152,191 $ 6,605,756 $ 7,018,332 $ 7,203,756 $ 7,292,499
Cigarette TaX............ 291,590 278,994 275,786 272,418 269,339 266,795
Malt Beverage Tax 25,216 25,276 25,483 25,776 25,530 26,653
LiQUOT TaX...uuveeeeeeiiiieeeeesiieeee e 130,660 136,115 144,990 153,831 162,083 170,769
Total — Consumption Taxes.............. $ 6,483,946 $ 6,592,576 $ 7,052,015 $ 7,470,357 $ 7,660,708 $ 7,756,716
Other Taxes
Personal Income TaX......cccceeeeeeeenen. $ 5,745,633 $ 6,236,383 $ 6,683,575 $ 7,066,013 $ 7,491,462 $ 7,138,668
Realty Transfer TaX..........ccoeeevvveenne. 200,927 241,458 257,959 271,858 268,816 290,472
Inheritance TaX.........c........ 615,495 710,904 760,698 819,110 799,800 779,571
Minor and Repealed Taxes............... 3,047 -4,921 -7,786 -9,163 6,620 6,881
Total — Other Taxes........cccceeeevveennnen. $ 6,565,102 $ 7,183,824 $ 7,694,446 $ 8,147,818 $ 8,566,698 $ 8,215,592
TOTAL TAX REVENUE............... $ 16,958,168 $ 17,774,753 $ 18,834,330 $ 19,810,906 $ 20,091,002 $ 19,573,928

NONTAX REVENUE
State Stores Fund Transfer.............. $ 50,000 $ 50,000 $ 50,000 $ 50,000 $ 50,000 $ 120,000
Licenses, Fees and Miscellaneous:

Licenses and Fees 72,830 76,994 81,212 86,765 86,581 90,399
Miscellaneous..............couvvveeeeeeeenns 207,539 193,064 233,172 281,954 301,080 243,030
Fines, Penalties and Interest:
ON TaXES. .. eeeeieeeiiiieeeeie e, 29,463 26,095 26,691 24,776 29,885 28,898
Other. ..o 2,554 2,262 1,250 2,326 3,197 3,688
TOTAL NONTAX REVENUES........... $ 362,386 $ 348,415 $ 392,325 $ 445821 $ 470,743 $ 486,015
GENERAL FUND TOTAL............ $ 17,320,554 $ 18,123,168 $ 19,226,655 $ 20,256,727 $ 20,561,745 $ 20,059,943
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MoToRr LiceNnsE 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 *

Beginning Balance ...........cccviiiiieneeniceecec

Revenue:

Revenue RECEIPLS. ..o,
Adjustment to Official EStimate ...........c..ccccerveiennenne.

Prior Year LapSES ....ccccovviiieriinieiee e

Funds Available .......cccccooiiiiiiiii e,

Expenditures:

APPIOPHALIONS. ...ttt

Less Current Year LapSes ........ccocoeevvveeiiiienciicennnn.

Estimated EXpenditures ...........ccceoveveeneieenenecneene

Ending BalancCe ...........ccocoeeiiiiiiiiniie e

* Excludes restricted revenue.

2001-02

Actual

114,861

$ 1,955,025

0

27,775

$ 2,097,661

$ 2,061,026
-19,723

$-2,041,303

C30

(Dollar Amounts in Thousands)

2002-03
Available

$ 56,358

$ 2,029,300

$  -24,195
28,943

$ 2,090,406

$ 2,058,466
0

$-2,058,466

$ 31,940

$

$

$

$

$

$

2003-04

Estimated

31,940

2,026,348
0

0

2,058,288

2,047,835

0

-2,047,835

10,453



Motor License Fund

Summary by Department

(Dollar Amounts in Thousands)

2001-02 2002-03 2003-04
Actual Estimate Budget
Executive Offices
General Government
Office of the BUAGEt........ccooereerireeciieeeee e $ 4,322 $ 4,485 $ 5,485
Statewide Public Safety Radio System 960 5,856 5,856
TOTAL STATE FUNDS .....ooiiiiiieeeiiee e $ 5,282 $ 10,341 $ 11,341
AUGMENEALIONS......veviieiieicieee et erens $ 638 $ 785 $ 988
DEPARTMENT TOTAL...cccoiiiiiieeieeneeeeeee e $ 5,920 $ 11,126 $ 12,329
Treasury Department
General Government
Replacement ChECKS........cccvververierieieieeeeeeeeee s $ 47 $ 300 $ 300
Refunding Liquid Fuel Tax — Agricultural .................... 3,340 4,500 4,500
Administration of Refunding Liquid Fuel TaX................. 407 455 461
Refunding Liquid Fuel Tax — State Share................... 169 650 650
Refunding Emergency Liquid Fuel TaX.........ccccoeevernne 0 1 1
Refunding Liquid Fuel Tax — Political Subdivisions...... 2,214 3,800 3,800
Refunding Liquid Fuel Tax — Volunteer Services......... 359 450 450
Refunding Liquid Fuel Tax — Boat Fund....................... 2,561 3,000 3,000
SUBLOLAL ... $ 9,097 $ 13,156 $ 13,162
Debt Service Requirements
Capital Debt — Transportation Projects..............cc....... $ 58,353 $ 40,965 $ 29,722
General Obligation Debt Service...........cccocoeenieeienennen. 1,473 1,798 8,964
Loan and Transfer Agent..........ccccevveeiiieniie e 18 50 50
SUBLOLAL ... $ 59,844 $ 42,813 $ 38,736
TOTAL STATE FUNDS .....cciiiiiieiiee e $ 68,941 $ 55,969 $ 51,898
Restricted REVENUE........c.oooiiiiiiiiie e $ 24,246 $ 23874 $ 21375
DEPARTMENT TOTAL....cciiiiiiiieiiee e $ 93,187 $ 79,843 $ 73,273
Department of Conservation and Natural Resources
Dirt and Gravel ROAdS..........cccoeeeriiiiceeeeeec e $ 1,000 $ 1,000 $ 1,000
TOTAL STATE FUNDS .....ccoiiiiieeee e $ 1,000 $ 1,000 $ 1,000
Restricted REVENUE............cooeeeiiieeeee e $ 3,068 $ 3,656 $ 4,500
DEPARTMENT TOTAL....ooiiiiiiiee e $ 4,068 $ 4,656 $ 5,500
Department of Education
Grants and Subsidies
Safe Driving COUISE.......cccuiiuirieiieniieniee e $ 1,070 $ 1,230 $ 1,230
DEPARTMENT TOTAL....cciiiiiiiiieiiee e $ 1,070 $ 1,230 $ 1,230
Department of Environmental Protection
Dirt and Gravel Roads.........ccoccovreeereerireseenseseeeeas $ 4,000 $ 4,000 $ 4,000
DEPARTMENT TOTAL....cciiiiiiiieiiee e $ 4,000 $ 4,000 $ 4,000
Department of General Services
Tort Claims PaymeENtS.........ccovvuerieviienreesesieseesesseseeenens $ 20,000 $ 20,000 $ 20,000
Harristown Rental Charges..........cccoooeeeviieniieenieenenn 91 95 91
Harristown Utility and Municipal Charges...................... 149 158 153
DEPARTMENT TOTAL....ooiiiiiiiee e $ 20,240 $ 20,253 $ 20,244



Motor License Fund

Summary by Department (continued)

(Dollar Amounts in Thousands)

2001-02 2002-03 2003-04
Actual Estimate Budget
Department of Revenue
General Government
Collections — Liquid FU€lS TaX........ccceeeererrerereriereenen, $ 12,057 $ 13,032 $ 13,237
Refunding Liquid FUEIS TaX......ccccovevveiriienieenieeseeeen 9,000 9,200 9,200
TOTAL STATE FUNDS ..o $ 21,057 $ 22,232 $ 22,437
AUGMENEALIONS....c.veveieie e $ 0 $ 25 $ 25
DEPARTMENT TOTAL...coiiiiiieeie e $ 21,057 $ 22,257 $ 22,462
State Police
General Government
General Government Operations............cceeveeeeeeeeenenn. $ 304,990 $ 310,144 $ 314,965
Municipal Police Training...........cccoeveeveeneeniieaieesee e 5,158 5,731 4,243
Patrol VEhICIeS.........cooviiieiccce e 6,052 6,481 5,882
CLEAN SYSIEIM.....uiiiiiiitieiiiie ettt 23,567 49,419 30,000
DEPARTMENT TOTAL....coiirieinieirieesieeseeseeenieneas $ 339,767 $ 371,775 $ 355,090
Department of Transportation
General Government
General Government Operations.............cccecveeeeereenan. $ 46,258 $ 48,067 $ 48,657
Highway Systems Technology..........cccccceviiinieciineennne 25,000 17,100 17,100
Refunding Collected MONIES..........cccccoverireiiieiieesieeee. 4,030 4,250 4,250
Relocation of Transportation and Safety Operations.... 0 0 0
Highway and Safety Improvement............cccceevevveiennnn, 196,750 188,000 150,000
Highway Capital ProjeCES.........ccocerererierienenieseseeeeens 210,200 210,776 222,050
Security Walls Pilot Project... 10,000 10,000 10,000
Highway MaintenancCe............ccvvereereeneenieneesee e 662,750 666,000 651,000
Secondary Roads — Maintenance and Resurfacing.... 61,870 64,562 65,230
Highway Maintenance Safety Projects............ccccocuveenne 15,000 15,000 0
SMOOther ROAAS..........ccoocviiieciiee e 0 0 50,000
Reinvestment — Facilities...........c.ccovveinieinicnieenn, 9,140 9,540 9,540
Safety Administration and Licensing.. 119,141 120,492 130,529
Enhanced Titling and Registration.............c.cccoeceveeeenee. 6,035 0 0
SUBLOLAL ... $1,366,174 $1,353,787 $ 1,358,356
Grants and Subsidies
Local Road Maintenance and Construction Payments.. $ 180,772 $ 184,879 $ 189,239
Supplemental Local Road Maintenance and
Construction Payments.........cccocceeiieeiiieniieeiieesieeeens 5,000 5,000 5,000
Payment to Turnpike CoOmMmMISSION..........cccceeveeriinieenncns 28,000 28,000 28,000
SUBLOLAL ... $ 213,772 $ 217,879 $ 222,239
TOTAL STATE FUNDS ..ot $1,579,946 $1,571,666 $1,580,595
Federal FUNGS.........c.coiiirininenineeee e $1,290,985 $1,636,386 $1,543,780
AUGMENALIONS. .....eeiiiiieiiic e 44,173 47,240 49,116
Restricted REVENUE............ccoevvveeeeiiieeeeeeee e 647,518 712,376 728,352
DEPARTMENT TOTAL....coiiiiiiieirieenieeseeseee e $3,562,622 $3,967,668 $3,901,843
Fund Summary
State Funds — Transportation............cccceceevevveeereneenes, $1,579,946 $1,571,666 $1,580,595
State Funds — Other Departments.............cccoceerveennne. 461,357 486,800 467,240
TOTAL STATE FUNDS ..ot $2,041,303 $2,058,466 $2,047,835
Motor License Fund Total—All Funds
State FUNDS.....eieiiiieee e $2,041,303 $2,058,466 $2,047,835
Federal FUNGS.........c.cooiiiiineninececee e 1,290,985 1,636,386 1,543,780
AUGMENTALIONS......ooviiiriiiircnc e 44,811 48,050 50,129
Restricted ReVENUE...........cciiiiiiiiiere e 674,832 739,906 754,227
FUND TOTAL. ..ottt e $4,051,931 $4,482,808 $4,395,971
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Motor License Fund

REVENUE SUMMARY

(Dollar Amounts in Thousands)

Five Year Revenue Projections

2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08
Actual Estimated Budget Estimated Estimated Estimated Estimated

Liquid Fuels Taxes.............. ... $1,090,488 $1,108,825 $1,119,608 $1,137,660 $1,156,010 $1,174,680 $1,193,650
Motor Licenses and Fees 814,350 827,410 837,350 839,400 844,690 848,530 858,570
Other Motor License

Fund Revenues...........cccoocc.uu... 50,187 68,870 69,390 69,770 70,150 70,540 70,940
TOTAL MOTOR LICENSE
FUND REVENUES............... $1,955,025 $2,005,105 $2,026,348 $2,046,830 $2,070,850 $2,093,750 $2,123,160

Aviation Restricted

REVENUES.......ocovviiiiiirieieeie $ 12929 $ 10,790 $ 10,790 $ 10,840 $ 10,890 $ 10,940 $ 10,990
Highway Bridge Improvement

Restricted Revenues................ $ 83345 $ 85620 $ 84890 $ 86270 $ 87,670 $ 89,100 $ 90,550
State Highway Transfer

Restricted Revenues................ $ 17,754 $ 17990 $ 17910 $ 18200 $ 18490 $ 18,780 $ 19,090
Oil Company Franchise Tax

Restricted Revenues................ $ 325486 $ 329,900 $ 328,340 $ 333,600 $ 338,940 $ 344,390 $ 349,920
Supplemental Maintenance

Restricted Revenues................ $ 227,840 $ 230,930 $ 229,840 $ 233520 $ 237,260 $ 241,070 $ 244,940

Adjustments to 2002-03 Revenue Estimate

On June 29, 2002, an official estimate for the 2002-03 fiscal year of $2,029,300 was certified. The revised
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.

2002-03 2002-03

Official Revised

Estimate Adjustments Estimate
Liguid FUEIS TAXES......ccviiririieriesiesiesrenresre e $1,112,200 $ -3,375 $1,108,825
Motor Licenses and FEES...........ccccveeeeiiieeeeiciieee et 829,700 -2,290 827,410
Other Motor License Fund Revenues............ccccveeeeeueeeeccnneennn. 87,400 -18,530 68,870
TOTAL ettt $2,029,300 $ -24,195 $2,005,105
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Motor License Fund

Revenue Sources

Liquid Fuels Taxes

Actual Estimated
1996-97..... $1,011,427 2002-03..... $1,108,825
1997-98..... 1,022,355 2003-04..... 1,119,608
1998-99..... 1,034,899 2004-05..... 1,137,660
1999-00..... 1,054,027 2005-06..... 1,156,010
2000-01..... 1,070,185 2006-07..... 1,174,680
2001-02..... 1,090,488 2007-08..... 1,193,650

Tax Base and Rates:

Liquid Fuels and Fuels Tax: The Liquid Fuels and Fuels Tax is based on the number of gallons of liquid fuels (primarily
gasoline) and fuels (primarily diesel) used, sold or delivered within the Commonwealth by distributors. All monies
collected are placed in the Motor License Fund, except discounts and an amount equal to one-half cent per gallon which
is placed in the Liquid Fuels Tax Fund. The present tax rate is twelve cents per gallon. Prior to October 1, 1997, liquid
fuels and fuels were taxed separately under the Liquid Fuels Tax Act and the Fuels Use Tax Act respectively. Both acts
were repealed effective October 1, 1997.

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 total of the liquid fuels and fuels tax and the oil company franchise tax
applicable to one 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
comprised of: a twelve cent per gallon tax and an oil company franchise tax element based upon 153.5 mills of the
average wholesale price for liquid fuels and 208.5 mills of the average wholesale price for fuels and is imposed on a
cents-per-gallon equivalent basis. 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 fifty-five
mill addition to the oil company franchise tax rate, imposed on fuels effective October 1, 1997. The fifty-five mil 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 (IFTA).

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

Interstate Bus Compact Fuels Tax. This tax which imposed a tax on fuels consumed by interstate buses was
repealed, effective January 1, 1993, and replaced by the Motorbus Road Tax.

International Fuel Tax Agreement (IFTA). 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 fuels taxed pursuant to the Liquid Fuels and Fuels Tax and
Alternative Fuels Tax. The current tax rate is 153.5 mills for liquid fuels and alternative fuels and 208.5 mills for fuels and
is imposed on a cents-per-gallon equivalent basis. The tax rate was increased by 38.5 mills effective May 1, 1997. The
revenues from this rate increase are dedicated to specific highway maintenance purposes. Of the current tax rate, 57
mills is deposited as unrestricted Motor License Fund revenues. The balance of the tax rate represents revenues
restricted to certain highway activities. These dedicated and restricted taxes 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
1996-97..... $ 519,578 2002-03..... $ 827,410
1997-98..... 703,051 2003-04..... 837,350
1998-99..... 755,430 2004-05..... 839,400
1999-00..... 807,859 2005-06..... 844,690
2000-01..... 795,371 2006-07..... 848,530
2001-02..... 814,350 2007-08..... 858,570

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 as of either July 1, 1997, or
January 1, 1998, by Act 3 of 1997.

Other Motor License Fund Revenues

Actual Estimated
1996-97..... $ 78,124 2002-03..... 68,870
1997-98..... 87,290 2003-04..... 69,390
1998-99..... 94,680 2004-05..... 69,770
1999-00..... 97,478 2005-06..... 70,150
2000-01..... 86,260 2006-07..... 70,540
2001-02..... 50,187 2007-08..... 70,940

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

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.

Beginning in July 1987, the total of all fines, fees and costs collected by any division of the Unified Judicial
System which is in excess of the amount collected from such sources in 1986-87 is to be deposited in the
Judicial Computer System Augmentation Account in accordance with Act 64 of 1987. Any fines, fees or
costs which are allocated by law to counties and municipalities are not affected by this act.
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Motor License Fund

Revenue Detail

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
account are not included in these amounts.

(Dollar Amounts in Thousands)

2001-02 2002-03 2003-04
Actual Estimate Budget
LIQUID FUELS TAXES
Liquid Fuels Tax
LiqUid FUEIS TaX.....eceeieeeieeeiesieenie e seeesie e snee s ee e $ 577,686 $ 586,353 $ 595,151
Liquid Fuels Tax INterest.........ccccoovverieeniienieenieeeeee 171 173 176
Liquid Fuels Tax Penalties...........cccccevoeriieiieeneniieee. 595 604 613
Subtotal .. $ 578,452 $ 587,130 $ 595,940
Fuel Use Tax
FUEBI USE TaAX....uiiiiieceee ettt $ 148,363 $ 150,583 $ 153,598
Fuel Use Tax INterest.........cocvevieiniiiieciiiesiee e 1 1 1
Fuel Use Tax Penalties..........ccocoeveeiieiieniiienieeeeen 1 1 1
5101 o] (o) - | SR $ 148,365 $ 150,585 $ 153,600
Alternative Fuel Tax
Alternative FUel TaX.......ccoivieriiieeiiee e $ 803 $ 600 $ 610
SUBLOtAL ...t $ 803 $ 600 $ 610

Motor Carriers Road Tax — International Fuel Tax Agreement

Motor Carriers Road/IFTA — Fuels TaX......ccoevververvenenn. $ 24,605 $ 27,510 $ 28,058
Motor Carriers Road/IFTA— Registration Fees, Special
Permit Fees and FiNes.........cccocceiiiiiinienieenee e 984 1,100 1,122
5101 o] (07 | RSOSSN $ 25,589 $ 28,610 $ 29,180
Oil Company Franchise Tax $ 337,279 $ 341,900 $ 340,278
TOTAL LIQUID FUELS TAXES......coiiieieeeeiiieeeeniieee e $1,090,488 $1,108,825 $1,119,608
MOTOR LICENSES AND FEES
Operators' LICENSES. .......cuiiiiieiiie ettt $ 53,865 $ 52,700 $ 57,550
Other Fees Collected by Bureau of Motor Vehicles........ 29,080 28,500 29,070
Registration Fees Received From Other States/IRP....... 64,982 68,010 68,690
Special Hauling Permit Fees..........coccoiieniiiiiniiiniicicene 17,896 17,900 18,440
Vehicle Registration and Titling..........cc.ccevveeiiiiniienineenne 648,527 660,300 663,600
TOTAL MOTOR LICENSES AND FEES.............cccovene. $ 814,350 $ 827,410 $ 837,350

OTHER MOTOR LICENSE FUND REVENUES
GrosS RECEIPES TaX.uuiiiiiiiriiiiirieiee e $ 5 $ 10 $ 10

Fines and Penalties
Department of Revenue

Vehicle Code FiNES........ccooveveieieieieeeeee e $ 22,458 $ 29,900 $ 30,050
Department of Transportation

Vehicle Code FINES.........ccoeiiiiiieiiiceecee e 5,126 500 500

SUBLOLAL ... $ 27,584 $ 30,400 $ 30,550



Motor License Fund

Revenue Detail (continued)

(Dollar Amounts in Thousands)

2001-02 2002-03 2003-04
Actual Estimate Budget
Miscellaneous Revenues
Treasury Department
Dividend Income Reinvested - Long Term..............cccue...... $ 1,559 $ -16,573 $ -16,573
Interest on Deposits - Cash Advancement Accounts...... 23 -244 -244
Interest Income Reinvested - Long Term...........ccoceeeneeee. 6,475 -68,831 -68,831
INterest 0N SECUNLIES........covveiieiiecee e 17,679 -187,932 -187,932
Interest on Securities - Liquid Fuels Tax Fund................. 337 -3,582 -3,582
Realized Gain or Loss on Sale of Invest - Long Term....... -27,496 292,289 292,289
Redeposit 0f ChecCks..........ooviiiiiiiiiiieeciee e 106 -1,127 -1,127
SUDBLOLAL ... $ -1,317 $ 14,000 $ 14,000
Department of General Services
Sale of Unserviceable Property..........cccccooevivinenenennns $ 274 $ 260 $ 270
SUBLOLAL ... $ 274 $ 260 $ 270
Department of Transportation
Fees for Reclaiming Abandoned Vehicles...................... $ 26 $ 27 $ 27
Highway Bridge INCOME.........cccceiviiniiiiiieeeee e, 202 207 210
Highway Encroachment Permits...........cocceovevenienennenne 987 1,010 1,025
Interest Earned - Restricted Revenue.............ccccceueeee... -1,397 2 -1,430 2 -1,451 2
Miscellaneous Revenues 329 337 342
Recovered Damages.........cceevieeiieeiieenieeiiee e 19 19 20
Refunds of Expenditures Not Credited to
Appropriations or Allocations...........ccccevveeiieeerieeenenen. 771 789 801
Sale of Bid Proposals and Contract Specifications......... 739 756 768
Sale of Inspection StiCkers.........cccooeeiiieriieiiieeieee. 21,592 22,103 22,431
Sale of Maps and Plans..........ccccoocvvvinieninieneeceee 373 382 387
Subtotal $ 23,641 $ 24,200 $ 24,560
TOTAL OTHER MOTOR LICENSE FUND REVENUES......... $ 50,187 $ 68,870 $ 69,390
TOTAL MOTOR LICENSE FUND REVENUES.................... $1,955,025 $2,005,105 $2,026,348

& Amounts transferred to restricted revenue account.
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Motor License Fund

Restricted Revenues Not Included in Department Total

Aviation Revenues

Actual Estimated
1996-97..... $ 18,603 2002-03..... $ 10,790
1997-98..... 19,314 2003-04..... 10,790
1998-99..... 11,085 2004-05..... 10,840
1999-00..... 11,658 2005-06..... 10,890
2000-01..... 14,921 2006-07..... 10,940
2001-02..... 12,929 2007-08..... 10,990

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, 2003, is 4.1 cents per gallon on aviation
gasoline and 1.8 cents per gallon on jet fuel. Aviation restricted revenues are not included in Motor License
Fund revenue totals.

2001-02 2002-03 2003-04
Actual Estimate Budget
AVIATION REVENUES
Aviation Liquid FUEIS TaX.......coevreireineinicneeieenes $ 11,529 $ 9,790 $ 9,790
State Airport Operations............ccevvvevceveeieveesiveesneeenenens 4 0 0
INterest............cooooiiiiii e 1,396 1,000 1,000
TOTAL AVIATION REVENUES.........ccccoovrieieieenereeaeens $ 12,929 $ 10,790 $ 10,790

Highway Bridge Improvement Revenues

Actual Estimated
1996-97..... $ 77,349 2002-03..... $ 85,620
1997-98..... 101,393 2003-04..... 84,890
1998-99..... 76,777 2004-05..... 86,270
1999-00..... 85,118 2005-06..... 87,670
2000-01..... 80,613 2006-07..... 89,100
2001-02..... 83,345 2007-08..... 90,550

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; and temporary permit
fees collected from out-of-state motor carriers for travel in Pennsylvania. Although repealed by Act 3 of
1997, nominal revenues are still received from the motor carrier surcharge.

2001-02 2002-03 2003-04
Actual Estimate Budget
HIGHWAY BRIDGE IMPROVEMENT REVENUES
Motor Carrier SUrCharge........ocooererereeeeeeeeeeeeeeeens $ 41 $ 0 $ 0
Registration Fee Portion-PA-Based Motor Vehicles...... 17,984 17,980 18,020
Temporary Permit FEes............viiiiiiiiiieieecee e 183 180 180
Oil Company Fanchise TaX.......cccuceeeneeveiiiriiieiie e 65,137 67,460 66,690

TOTAL HIGHWAY BRIDGE REVENUES........................ $ 83,345 $ 85,620 $ 84,890
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Motor License Fund

Restricted Revenues Not Included in Department Total (continued)

State Highway Transfer Revenues

Actual Estimated
1996-97..... $ 16,919 2002-03..... $ 17,990
1997-98..... 15,194 2003-04..... 17,910
1998-99..... 16,988 2004-05..... 18,200
1999-00..... 17,255 2005-06..... 18,490
2000-01..... 17,070 2006-07..... 18,780
2001-02..... 17,754 2007-08..... 19,090

State highway transfer restricted revenues are provided by three mils 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.

Oil Company Franchise Tax Revenues

Actual Estimated
1996-97..... $ 309,530 2002-03..... $ 329,900
1997-98..... 278,481 2003-04..... 328,340
1998-99..... 311,443 2004-05..... 333,600
1999-00..... 316,342 2005-06..... 338,940
2000-01..... 312,946 2006-07..... 344,390
2001-02..... 325,486 2007-08..... 349,920

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. Revenues are 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.

Supplemental Maintenance Revenues

Actual Estimated
1996-97..... $ 0 2002-03..... $ 230,930
1997-98..... 215,210 2003-04..... 229,840
1998-99..... 217,871 2004-05..... 233,520
1999-00..... 221,401 2005-06..... 237,260
2000-01..... 219,062 2006-07..... 241,070
2001-02..... 227,840 2007-08..... 244,940

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. Revenues are restricted to the following purposes:
12 percent for municipalities and 88 percent for maintenance.
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BANKING DEPARTMENT
FUND

The Banking Department Fund is a special revenue fund composed of
monies received from fees, assessments, charges and penalties collected or
recovered from persons, firms, corporations or associations under the
supervision of the Department of Banking. It provides for the administration of
the Department of Banking and regulation of financial institutions.

C41




Banking Department Fund

Financial Statement

(Dollar Amounts in Thousands)

2001-02 2002-03 2003-04
Actual Available Estimated
Beginning BalanCe........ccocvevviviieieienene e $ 18,967 $ 19,740 $ 19,447
Receipts:
Revenue EStimate.........cccccoovvvvieiiiiiee e $ 12,858 $ 13,429 $ 13,579
Prior Year Lapses 56 0 0
Total Receipts $ 12914 $ 13,429 $ 13,579
Funds Available........cccccoiiiiiniiiceeeeeee $ 31,881 $ 33,169 $ 33,026
Expenditures:
Appropriated...........ccccvveiieens .. $ 12141 $ 13,722 $ 11,168
Less: Current Year Lapses.... 0 0 0
Estimated Expenditures...........cccoooeeiieniienieenieeee -12,141 -13,722 -11,168
Ending BalanCe.........cccooiieiiiiiiii e $ 19,740 $ 19,447 $ 21,858
Summary by Department
(Dollar Amounts in Thousands)
2001-02 2002-03 2003-04
Actual Estimate Budget
Treasury Department
General Government
Replacement ChECKS.........ccoevrererienieneeeeeseeeeeeens $ 0 $ 5 $ 5
Banking Department
General Government
General Government Operations...........cceccveeeveesveennnn, $ 11,801 $ 13,375 $ 10,825
Department of General Services
General Government
Harristown Rental Charges.........ccccveveverenennsn s $ 139 $ 145 $ 139
Harristown Utility and Municipal Charges............cc....... 201 197 199
DEPARTMENT TOTAL....coiitiiiiiieeiiee i $ 340 $ 342 $ 338
FUND TOTAL. .ottt $ 12,141 $ 13,722 $ 11,168
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Banking Department Fund

REVENUE SUMMARY

(Dollar Amounts in Thousands)

Five Year Revenue Projections

2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08

Actual Estimated Budget Estimated Estimated Estimated Estimated
Licenses and Fees............ $ 11,914 $ 12,494 $ 12,643 $ 12,778 $ 12,931 $ 13,072 $ 13,213
Fines and Penalties......... 117 70 70 70 70 70 70
Miscellaneous.................. 827 865 866 866 866 866 866
TOTAL BANKING
DEPARTMENT FUND
REVENUES................ $ 12,858 $ 13,429 $ 13,579 $ 13,714  $ 13,867 $ 14,008 $ 14,149

Revenue Sources

Licenses and Fees

Actual Estimated
1996-97..... $ 10,063 2002-03..... $ 12,494
1997-98..... 11,161 2003-04..... 12,643
1998-99..... 11,653 2004-05..... 12,778
1999-00..... 11,640 2005-06..... 12,931
2000-01..... 12,544 2006-07..... 13,072
2001-02..... 11,914 2007-08..... 13,213

The Commonwealth receives revenue from examination fees based on the actual costs of examining
credit unions, savings associations, trust companies, check cashers, consumer discount companies, first
mortgage companies, loan correspondents, money transmitters, pawnbrokers and second mortgage
companies. Assessment fees, based on total assets, also are charged against all depository institutions
(banks, credit unions, savings associations and trust companies). Depository institutions also pay
application fees for new charters, branches and mergers. Annual license fees are paid by check cashers,
collector-repossessors, consumer discount companies, first mortgage companies, installment sellers, loan
brokers, money transmitters, pawnbrokers, sales finance companies and second mortgage companies.

Fines and Penalties

Actual Estimated
1996-97..... $ 50 2002-03..... $ 70
1997-98..... 63 2003-04..... 70
1998-99..... 86 2004-05..... 70
1999-00..... 65 2005-06..... 70
2000-01..... 53 2006-07..... 70
2001-02..... 117 2007-08..... 70

The Commonwealth receives fines and penalties collected from companies illegally doing business in
the Commonwealth, as well as from companies that file required financial reports beyond deadlines
established by regulation.
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Banking Department Fund

Revenue Sources (continued)

Miscellaneous Revenue

Actual Estimated
1996-97..... $ 404  2002-03..... $ 865
1997-98..... 537  2003-04..... 866
1998-99..... 637 2004-05..... 866
1999-00..... 862 2005-06..... 866
2000-01..... 1,164 2006-07..... 866
2001-02..... 827  2007-08..... 866

The Commonwealth receives and deposits in the Banking Department Fund revenues from
the sale of copies of the banking laws and the savings association laws, interest on
deposits and sale of unserviceable property.

Revenue Detail

The following is a detailed list of all revenues available for Banking Department Fund
appropriations and executive authorization.

(Dollar Amounts in Thousands)

2001-02 2002-03 2003-04
Actual Estimate Budget
Licenses and Fees
Banking — Application FEes ..........cocevvvieniinieienicieee $ 130 $ 115 $ 117
Savings Associations — Examinations ............ccccceveeeennenn. 226 200 200
Savings Associations — Overhead Assessments . 65 61 63
Check Cashers — Examinations ............ccccceeverieniieenennnnnnn 14 28 30
Check Cashers — LICENSES .......cccovveveirienienie e 230 205 216
Consumer Credit — EXaminations ...........c.coocevereieereenennens 203 148 145
Consumer Credit — Pawnbroker Licenses ............ccccceeeueee 15 15 15
Consumer Credit — Installment Seller Licenses .................. 978 988 986
Consumer Credit — Consumer Discount
Company LIiCENSES ......ccccooueiiiiieniieniee e 191 225 220
Consumer Credit — Money Transmitter Licenses ... 68 60 63
Consumer Credit — Sales Finance Licenses .............c....... 347 261 261
Consumer Credit — Collector-Repossessor Licenses ....... 39 38 38
Credit Unions — Overhead ASSESSMENTS ........ccccceveeriennns 459 576 582
Secondary Mortgage LiCEeNSES ........cccceceveriieeiiiiieiiee e 841 997 997
Examinations — Credit Union ..........ccccoceveienvnincneeecnenn 462 460 450
Examinations — First Mortgage Bankers . . 58 92 101
Examinations — Pawnbrokers ...........c.cccoovviiiiiniciincnn, 9 10 10
Examinations — First Mortgage Brokers ............ccceveennenne 61 40 42
Examinations — Second Mortgage 122 147 151
Examinations — Trust Companies 179 180 180
Examinations — Money TransSmitters ..........ccccoeevrvinenvennnn 85 92 96
Examinations — Secondary Mortgage Broker .................... 61 68 70
Examinations — Loan Correspondents ...........cccoceeveeenenenne 3 7 7
Examinations — Partially Exempt Registered Entities .......... 1 8 9
Overhead Assessments — Trust Companies ............ 87 93 85
Total Assessment Charges — Banks ..........cccccceveevienine. 5,995 6,460 6,589
First Mortgage Company — LIiCENSES .......c.ceevvvreeriereennennn 973 908 908
Continuing Education Program Fees..........cccoccovievernieneennen. 3 2 2
Loan Broker RegiStrations...........ccccceeenenenenenenesenenennes 4 5 5
MISCEIIANEOUS .....ccveeiiiiiiicciec et 5 5 5
TOTAL ittt sttt sttt $ 11,914 $ 12,494 $ 12,643
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Banking Department Fund

Revenue Detail (continued)

(Dollar Amounts in Thousands)

2001-02 2002-03 2003-04
Actual Estimate Budget
Fines and Penalties
Banking Law--Fines and Penalties.............cc.cccoeeveevenine $ 117 $ 70 $ 70
Miscellaneous Revenue
INterest 0N SECUNLIES........cocvvvee e et $ 826 $ 864 $ 864
MISCEIIANEOUS........coiuvieeeeciiee et 1 1 2
TOTAL. ..ttt ettt $ 827 $ 865 $ 866
TOTAL REVENUES........ccoiiieeieeecce e $ 12,858 $ 13,429 $ 13,579
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BoAT FuND

The Boat Fund is a special revenue fund composed of monies from license
fees, fines, penalties, Federal contributions and other sources under the Fish
and Boat Law and from liquid fuels taxes transferred from the Motor License
and Liquid Fuels Tax Funds. This fund provides for the administration and
enforcement of programs relating to boats and boating activities.
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Financial Statement

Boat Fund

(Dollar Amounts in Thousands)

2001-02 2002-03 2003-04
Actual Available Estimated
Beginning BalanCe.........ccccvivivcveicese e 10,546 $ 11,549 $ 11,409
Receipts:
Revenue EStimate..........ccccevevveieieieicececece e 10,550 $ 11,194 $ 10,643
Prior Year LapSes®.......cccovcveeieeeveeereieeeree e 1,330 0 0
Total RECEIPLS......ccvevecieeieetieieeeeeeeee e 11,880 $ 11,194 $ 10,643
Funds Available.........ccccceiiiiiiiiiiiiece e 22,426 $ 22,743 $ 22,052
Expenditures:
APPrOPHAed.......cveveviiiectecieeiesee et 10,877 $ 11,334 $ 10,801
Estimated EXpenditures...........cccoooeeiiieniiinieeneciiees -10,877 -11,334 -10,801
Ending BalanCe.........cccooiieiiiiiiii e 11,549 $ 11,409 $ 11,251
2 Reflected in Report of Revenues and Receipts as a transfer from Fish Fund.
Summary by Department
(Dollar Amounts in Thousands)
2001-02 2002-03 2003-04
Actual Estimate Budget
Treasury Department
General Government
Replacement ChECKS.........ccovererenieneneeeseeeseeseeens 0 $ 5 $ 5
Fish and Boat Commission
General Government
General OPErationNS.........ccevererereseseseereereeseeseeseeseenen, 8,840 $ 8,629 $ 8,793
TOTAL STATE FUNDS ......oooviiieiece e 8,840 $ 8634 $ 8798
Federal FUNGS............ccocoviiiiiiiiiiiccccccccces 2,007 $ 2660 $ 1983
Other FUNAS.........ooiiieiiieee e 30 40 20
FUND TOTAL. ..ottt 10,877 $ 11,334 $ 10,801
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Boat Fund

REVENUE SUMMARY

(Dollar Amounts in Thousands)

Five Year Revenue Projections

2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08

Actual Estimated Budget Estimated Estimated Estimated Estimated
Licenses and Fees.......... $ 5130 $ 5346 $ 5471 $ 5471 $ 5471 $ 5471 $ 5,471
Fines and Penalties......... 244 175 225 225 225 225 225
Miscellaneous 3,139 2,973 2,944 2,944 2,944 2,944 2,944
TOTAL BOAT FUND
REVENUES................ $ 8,513 $ 8,494 $ 8,640 $ 8,640 $ 8,640 $ 8,640 $ 8,640
Augmentations................ $ 2,037 $ 2,700 $ 2,003 $ 2,003 $ 2,003 $ 2,003 $ 2,003
TOTAL BOAT FUND
RECEIPTS.....ccccevevee. $ 10550 $ 11,194 $ 10643 $ 10643 $ 10643 $ 10643 $ 10,643

Revenue Sources

Licenses and Fees

Actual Estimated
1996-97..... 4,231 2002-03..... $ 5346
1997-98..... 4,104 2003-04..... 5,471
1998-99..... 5,123 2004-05..... 5,471
1999-00..... 5,100 2005-06..... 5,471
2000-01..... 5,462 2006-07..... 5,471
2001-02..... 5,130 2007-08..... 5,471

The Boat Fund receives revenue from boat registration fees. Act 39 of 1991 increased and added
fees. For motorboats up to 16 feet in length, the annual registration fee is $10.00. For those between
16 and 20 feet, the fee is $15.00 per year. The annual fee for motorboats over 20 feet is $20.00.
There is also a voluntary registration fee of $5.00 per year for all boats not equipped with motors.
Other fees, such as duplicate registrations ($5.00 each) and commercial passenger boat registrations
($25.00 each), were also affected by Act 39.

Fines and Penalties

Actual Estimated
1996-97..... $ 161 2002-03..... $ 175
1997-98..... 171 2003-04..... 225
1998-99..... 164 2004-05..... 225
1999-00..... 122 2005-06..... 225
2000-01..... 241 2006-07..... 225
2001-02..... 244 2007-08..... 225

The Boat Fund receives fines and penalties for violations of the Motor Boat Law.
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Boat Fund

Revenue Sources (continued)

Miscellaneous Revenue

Actual Estimated
1996-97..... $ 4,565 2002-03..... $ 2,973
1997-98..... 2,084 2003-04..... 2,944
1998-99..... 2,699 2004-05..... 2,944
1999-00..... 2,699 2005-06..... 2,944
2000-01..... 3,081 2006-07..... 2,944
2001-02..... 3,139 2007-08..... 2,944

The Boat Fund receives a portion of the Liquid Fuels Tax transferred from the Motor License Fund and the Liquid
Fuels Tax Fund for fuel used by motorboats on the waters of the Commonwealth. In addition, a small amount of
revenue is collected annually from other miscellaneous sources.

Revenue Detalil

The following is a detailed list of all Boat Fund revenues available for appropriations and
executive authorizations.

(Dollar Amounts in Thousands)

2001-02 2002-03 2003-04
Actual Estimate Budget
Licenses and Fees
Motor Boat Registration Fees............ccovveeviieniieeiinennnn. $ 4,539 $ 4,900 $ 5,000
Boat Mooring Permits — Walnut Creek Access............ 34 35 35
Boating Safety Curriculum Fees..........cccceviiiiiiiiinennns 5 5 5
Boat Capacity Plate Fees..........ccccvereerenivineneieenenins 5 6 6
Boat Tithng FEes.........cooiriiniiiieecce e 547 400 425
TOTAL ettt $ 5,130 $ 5,346 $ 5,471
Fines and Penalties
MOtOr Boat FiNES.......ccoveuiiiiirieiinieiiricesiecseee e $ 244 $ 175 $ 225
TOTAL. oottt $ 244 $ 175 $ 225
Miscellaneous Revenues
Transfer from Motor License and Liquid Fuels
TaX FUNAS....oooiiiiieee e $ 2,671 $ 2,400 $ 2,400
21 15 17
407 489 489
Sale of Unserviceable Property..........ccccooveerieenieeinnnen. 1 1 1
Sales Tax Agent Fee PFC Share........c.ccccceveeneieenennen. 31 58 30
North East Marina...........cecereeiiiiinieieneseee e 8 10 7
TOTAL ettt $ 3,139 $ 2,973 $ 2,944
Augmentations
Sale of AUtomMODIlES.........cceevvviiiiireee e $ 30 $ 20 $ 20
Transportation - Boating Under the Influence (BUI)...... 0 20 0
U.S. Coast Guard Grant for Boating Safety................... 1,389 1,325 1,350
Boating Infrastructure Grant (BIG)..........ccccovcveirievininene 0 400 100
National Marine Fisheries - Investigations..................... 0 0 0
Land and Water Conservation Fund..............cccceeeeiieene 0 75 0
Sport Fish Restoration 613 739 533
Clean Vessel Act............ 5 100 0
Wildlife Conservation & Restoration - Non-game 0 21 0
TOTAL ettt $ 2,037 $ 2,700 $ 2,003
TOTAL RECEIPTS....coiiiiirieieire e s $ 10,550 $ 11,194 $ 10,643



ENVIRONMENTAL
STEWARDSHIP FUND

The Environmental Stewardship Fund is a special revenue fund composed
of monies transferred from the General Fund, Recycling Fund, Hazardous
Sites Cleanup Fund and certain landfill fees. The fund provides for farmland
preservation projects, open space protection, abandoned mine reclamation,
watershed protection and restoration, water and sewer infrastructure, and the
improvement and conservation of Commonwealth and community parks and
recreational facilities.
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Environmental Stewardship Fund

Financial Statement

(Dollar Amounts in Thousands)

2001-02 2002-03 2003-04
Actual Available Estimated
Beginning BalanCe.........ccccoeevviieieiccece e $ 5,096 $ 3,095 $ 0
Receipts:
Revenue EStMALe...........ccovouerieereieeeese e $ 9,924 $ 57,000 $ 77,100
Transfer from General Fund...........c.ccocovivviiniciennen. 50,000 0 0
Transfer from Hazardous Sites Cleanup Fund............ 5,000 5,000 5,000
Transfer from Recycling Fund...........ccccooviiinieiincens 25,000 25,000 25,000
Prior Year LapSes ........ccccevuiviniieeicesenescseeee s 129 0 0
Total RECEIPLS.....evvvieieeiieiecee e $ 90,053 $ 87,000 $ 107,100
Funds Available.........c.ccooniiiiiiiiccec e $ 95,149 $ 90,095 $ 107,100
Expenditures:
Appropriated.................... $ 92,054 $ 90,095 $ 107,100
Estimated Expenditures -92,054 -90,095 -107,100
Ending BalanCe........ccooivviiiiiiienie e $ 3,095 $ 0 $ 0

Summary by Department

(Dollar Amounts in Thousands)

2001-02 2002-03 2003-04
Actual Estimate Budget
Department of Agriculture
Grants and Subsidies
Transfer to Agricultural Conservation Easement
Purchase Fund............coooiiiiiiii e, $ 13,630 $ 13,334 $ 15,851

Department of Conservation and Natural Resources
General Government

Parks & Forest Facility Rehabilitation........................ $ 15,502 $ 13,713 $ 18,811

Grants and Subsidies

Community Conservation Grants..........c.cceceeeereerereerenns $ 6,193 $ 7,500 $ 6,500

Natural Diversity Conservation Grants............cc.ccecveeenee 500 500 500
SUBLOLAL ... $ 6,693 $ 8,000 $ 7,000
DEPARTMENT TOTAL....coiiiiiiieeiiie e siee e $ 22,195 $ 21,713 $ 25811

Department of Environmental Protection
General Government

Oil and Gas Well Plugging.........cccoerererereniereeineneniens $ 1,808 $ 772 $ 2,097

Abandoned Mine Reclamation and Remediation........... 9,987 2,316 5,656
SUBLOAL ....vveeciieceee e $ 11,795 $ 3,088 $ 7,753

Grants and Subsidies

Watershed Protection and Restoration.......................... $ 22,607 $ 27,237 $ 27,237

Sewage and Drinking Water Grants............c.cccceeeveeenee. 0 3,370 5,065
SUBLOLAL ..c.vvieciee et $ 22,607 $ 30,607 $ 32,302
DEPARTMENT TOTAL....ovviiiiiieeeeeeetieee e $ 34,402 $ 33,695 $ 40,055

Infrastructure Investment Authority
Grants and Subsidies
Stormwater, Water and Sewer Grants...............cc......... $ 21,827 $ 21,353

@

25,383

@

TOTAL STATE FUNDS ......oooiiiiiieeceeecee e $ 92,054 $ 90,095 107,100

C52



Environmental Stewardship Fund

REVENUE SUMMARY

(Dollar Amounts in Thousands)

Five Year Revenue Projections

2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08

Actual Estimated Budget Estimated Estimated Estimated Estimated

Licenses and Fees.......... $ 5952 $ 55000 $ 75100 $ 81600 $ 98,100 $ 98,100 $ 98,100
Miscellaneous.................. 3,972 2,000 2,000 1,000 1,000 1,000 1,000
TOTAL ENVIRONMENTAL

STEWARDSHIP FUND

REVENUES................ $ 9924 $ 57,000 $ 77,100 $ 82,600 $ 99,100 $ 99,100 $ 99,100
Transfers from Other
State Funds...........c..c.... $ 80,000 $ 30,000 $ 30,000 $ 0 $ 0 $ (O 0
TOTAL ENVIRONMENTAL

STEWARDSHIP FUND

RECEIPTS......coverne. $ 89924 $ 87,000 $ 107,100 $ 82,600 $ 99,100 $ 99,100 $ 99,100

Revenue Sources

Licenses and Fees

Actual Estimated
1996-97..... $ 0 2002-03..... $ 55,000
1997-98..... 0 2003-04..... 75,100
1998-99..... 0 2004-05..... 81,600
1999-00..... 1,310 2005-06..... 98,100
2000-01..... 5,951 2006-07..... 98,100
2001-02..... 5,952 2007-08..... 98,100

The Environmental Stewardship Fund originally received revenue from a 25 cent per ton, or 25 cent
per three cubic yards, fee for all solid waste received at a landfill in the Commonwealth. Act 90 of
2002 added an additional $4 per ton disposal fee for all solid waste disposed of at any municipal
waste landfill. For fiscal year 2002-03, the first $50 million received from this fee is to be deposited
into this special fund. In fiscal year 2003-04, all revenue from these fees are to be deposited in this
special fund, less one fiscal quarter accrual due the General Fund. Act 233 of 2002 mandates that, in
fiscal year 2004-05, the Department of Agriculture receive $16.5 million from this fee. For fiscal year
2005-06 and beyond, all revenue from these fees are to be deposited in this special fund.

Miscellaneous Revenues

Actual Estimated
1996-97..... $ 0 2002-03..... $ 2,000
1997-98..... 0 2003-04..... 2,000
1998-99..... 0 2004-05..... 1,000
1999-00..... 119 2005-06..... 1,000
2000-01..... 4,042 2006-07..... 1,000
2001-02..... 3,972 2007-08..... 1,000

Miscellaneous revenues are earned interest.

C53



Environmental Stewardship Fund

Revenue Sources (continued)

The intent of Act 68 of 1999 is that an annual appropriation would be made from the General Fund
for five years, and that funds from the Hazardous Sites Cleanup Fund and Recycling Fund are
transferred annually for five years. Act 90 of 2002 replaced the General Fund appropriation with the

Transfers from Other State Funds

Actual
1996-97..... $ 0
1997-98..... 0
1998-99..... 0
1999-00..... 83,375
2000-01..... 130,000
2001-02..... 80,000

$4 per ton waste disposal fee.

Revenue Detail

Estimated
2002-03..... $ 30,000
2003-04..... 30,000
2004-05..... 0
2005-06..... 0
2006-07..... 0
2007-08..... 0

The following is a detailed list of all Environmental Stewardship Fund revenues available for
appropriations and executive authorizations.

Licenses and Fees

Landfill FEES......cieiiiieieeiiee e

Miscellaneous Revenues
MISCEIIANEOUS........ccvveee et

Transfers from Other State Funds

Transfer from General Fund
Transfer from Hazardous Sites Cleanup Fund
Transfer from Recycling Fund

2001-02

Actual

50,000
5,000

25,000
80,000

89,924

(Dollar Amounts in Thousands)

2002-03
Estimate
$ 55000
$ 2000
$ 0

5,000
25,000
$ 30,000

$ 87,000
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2003-04

Budget

75,100

2,000

5,000

25,000

30,000

107,100



FArRM ProbucTts SHow
FUND

The Farm Products Show Fund is a special revenue fund made up of
monies received from the leasing of space to exhibitors and from rental, entry
fees and other monies received or collected by the Farm Products Show
Commission. It also includes a transfer from the General Fund.

The fund is used for salaries and expenses of the Farm Products Show
Commission, for maintenance of the Farm Show Building and for prizes and
premiums.
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Farm Products Show Fund

Financial Statement

(Dollar Amounts in Thousands)

2001-02 2002-03 2003-04
Actual Available Estimated
Beginning BalanCe.........ccccvivivcveicese e $ 1,317 $ 268 $ 88
Receipts:
Revenue EStimate..........ccccevevveieieieicececece e $ 4,365 $ 5,577 $ 6,513
Transfer from General Fund...... 1,000 1,000 1,000
Transfer from Farm Account 0 0 1,000
Prior Year LapSes.......ccoceeiiiiinieeiieeesieee e siiee e 299 141 0
Total RECEIPLS......ccvevveieeieticieeeieee e $ 5,664 $ 6,718 $ 8,513
Funds Available.........ccccceiiiiiiiiiiiiece e $ 6,981 $ 6,986 $ 8,601
Expenditures:
APPrOPHAed.......cveveviiiectecieeiesee et $ 6,860 $ 7,358 $ 8,543
Less Current Year Lapses -147 -460 0
Estimated EXpenditures...........cccocevvevvevveveeeeeceeeenenn, $ 6,713 $ 6,898 $ 8,543
Ending BalanCe.........cccooiieiiiiiiii e $ 268 $ 88 $ 58

Summary by Department

(Dollar Amounts in Thousands)

2001-02 2002-03 2003-04
Actual Estimate Budget
Treasury Department
General Government
Replacement ChECKS.........cccceivievirienieniseseseseeseesaeens $ 0 $ 5 $ 5
Department of Agriculture
General Government
General OPEerationS..........ccceverereseseeeeeereeseeseeseeseenns, $ 5,713 $ 6,353 $ 6,538
TOTAL STATE FUNDS $ 5,713 $ 6,358 $ 6,543
AUGMENEALIONS.......eviiviivieteeie et se e e ereens $ 1,000 $ 1,000 $ 2,000
FUND TOTAL...ceeeieeee e $ 6,713 $ 7,358 $ 8,543
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Farm Products Show Fund

REVENUE SUMMARY

(Dollar Amounts in Thousands)

Five Year Revenue Projections

2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08

Actual Estimated Budget Estimated Estimated Estimated Estimated
Licenses and Fees.......... $ 197 $ 207 $ 210 $ 210 $ 210 $ 210 $ 210
Miscellaneous.................. 4,168 5,370 6,303 6,954 6,954 6,954 6,954
TOTAL FARM
PRODUCTS SHOW

FUND REVENUES...... $ 4,365 $ 5577 $ 6,513 $ 7,164 $ 7,164 $ 7,164 $ 7,164

Augmentations................ $ 1,000 $ 1,000 $ 2,000 $ 1,000 $ 1,000 $ 1,000 $ 1,000
TOTAL FARM
PRODUCTS SHOW
FUND RECEIPTS......... $ 5365 $ 6,577 $ 8,513 $ 8,164 $ 8,164 $ 8,164 $ 8,164

Revenue Sources

Licenses and Fees

Actual Estimated
1996-97..... $ 282 2002-03..... $ 207
1997-98..... 275 2003-04..... 210
1998-99..... 252 2004-05..... 210
1999-00..... 251 2005-06..... 210
2000-01..... 208 2006-07..... 210
2001-02..... 197 2007-08..... 210

The Commonwealth receives all competitive exhibitor and commercial exhibitor fees and those fees
from departments, boards and commissions of the State Government having exhibits at the show.

Miscellaneous Revenues

Actual Estimated
1996-97..... $ 3418 2002-03..... $ 5370
1997-98..... 3,487 2003-04..... 6,303
1998-99..... 5,816 2004-05..... 6,954
1999-00..... 3,692 2005-06..... 6,954
2000-01..... 3,884 2006-07..... 6,954
2001-02..... 4,168 2007-08..... 6,954

Miscellaneous revenue is raised through the leasing of the State Farm Show Buildings for
exhibitions, conventions or other purposes; collection of service charges, net proceeds and
commissions from the sale of exhibits; sale of unserviceable property; collection of interest on
securities and denosits: and fees from parkina.
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Farm Products Show Fund

Revenue Detail

The following is a detailed list of all Farm Products Show Fund revenues available for
appropriations and executive authorizations.

(Dollar Amounts in Thousands)

2001-02 2002-03 2003-04
Actual Estimate Budget
Licenses and Fees
Exhibit Fees — Competitive--Farm Show...................... $ 25 $ 27 $ 30
Exhibit — Commercial 172 180 180
TOTAL. ..ttt ettt $ 197 $ 207 $ 210
Miscellaneous Revenue
COoNCESSION REVENUE..........ccvvereeieeeeeeeeeeeee e, $ 957 $ 1,600 $ 1,680
Service Charges.........oooveiiieiiiieiiee et 422 515 644
RENLAIS......ccviiiiie et 1,514 1,749 2,186
Miscellaneous ReVENUE...........cccccveveevcieee e 54 158 179
Interest on Securities, Deposits, Returned Checks....... 102 31 31
Parking FEES.......ooiiiiiiiie e 1,055 1,250 1,513
Salary Reimbursement — Dairy and
Livestock ASSOCIAtion.........cccceevcuvveeeeiiiiieee e 50 52 53
SigN Shop Sales......cooiiiiiiiiie e 14 15 17
TOTAL. ..ttt e, $ 4,168 $ 5,370 $ 6,303
Augmentations
Transfer from General Fund............ccccceeevciieececiieee e, 1,000 1,000 1,000
Transfer from Farm ACCOUNt..........cccveveeiiiiiiee e 0 0 1,000
TOTAL RECEIPTS......oooi ettt $ 5,365 $ 6,577 $ 8,513
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FisH FUND

The Fish Fund is a special revenue fund composed of monies from fishing
license fees, fines, penalties, Federal contributions and other miscellaneous
sources. It provides for the administration and enforcement of the fish laws
and the protection and propagation of aquatic life.
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Fish Fund

Financial Statement

(Dollar Amounts in Thousands)

2001-02 2002-03 2003-04
Actual Available Estimated
Beginning BalanCe.........ccccvivivcveicese e $ 13,923 $ 11,026 $ 12,729
Receipts:
Revenue EStMALe...........ccovouerieereieeeese e $ 38,573 $ 29,458 $ 28,162
Prior Year Lapses 4,052 0
Total Receipts $ 33,510 $ 28,162
Funds Available.........ccccceiiiiiiiiiiiiece e $ 54,282 $ 44,536 $ 40,891
Expenditures:
APPrOPHAed.......cveveviiiectecieeiesee et $ 43,256 $ 31,807 $ 32,120
Estimated EXpenditures...........cccoooeeiiieniiinieeneciiees -43,256 -31,807 -32,120
Ending BalanCe.........cccooiieiiiiiiii e $ 11,026 $ 12,729 $ 8,771

Summary by Department

(Dollar Amounts in Thousands)

2001-02 2002-03 2003-04
Actual Estimate Budget
Treasury Department
General Government
Replacement Checks..........coivieiviiiiiiicicceecees $ 1 $ 5 $ 5
Fish and Boat Commission
General Government
General OPerationS..........cooeveereerieereenie e see e, $ 26,718 $ 24,776 $ 26,127
TOTAL STATE FUNDS ... $ 26,719 $ 24,781 $ 26,132
Federal FUNS..........cooouvvieiiiee e $ 5,836 $ 6,516 $ 5,698
Other FUNAS.......oviiiiieiee e 10,701 510 290
FUND TOTAL ..ottt $ 43,256 $ 31,807 $ 32,120
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REVENUE SUMMARY

(Dollar Amounts in Thousands)

Five Year Revenue Projections

Fish Fund

2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08
Actual Estimated Budget Estimated Estimated Estimated Estimated
Licenses and Fees.......... $ 19302 $ 19616 $ 19468 $ 19468 $ 19,468 $ 19,468 $ 19,468
Fines and Penalties......... 446 400 400 400 400 400 400
Miscellaneous.................. 2,288 2,416 2,306 2,306 2,306 2,306 2,306
TOTAL FISH FUND
REVENUES................ $ 22036 $ 22,432 $ 22174 $ 22174 $ 22,174 $ 22,174 $ 22,174
Augmentations................ $ 16537 $ 7,026 $ 5988 $ 5988 $ 5,988 $ 5988 $ 5,988
TOTAL FISH FUND
RECEIPTS........ccvevee. $ 38573 $ 29458 $ 28,162 $ 28,162 $ 28,162 $ 28,162 $ 28,162
Revenue Sources
Licenses and Fees
Actual Estimated
1996-97..... $ 19,908 2002-03..... $ 19,616
1997-98..... 20,428 2003-04..... 19,468
1998-99..... 19,994 2004-05..... 19,468
1999-00..... 19,229 2005-06..... 19,468
2000-01..... 19,608 2006-07..... 19,468
2001-02..... 19,302 2007-08..... 19,468

The Commonwealth issues resident fishing licenses to persons between the ages of 16 and 64 if
the applicant can prove residency within the Commonwealth for 60 days. Through the passage of Act
47 of 1995, the resident fees were increased to $16.25. The Commonwealth also issues senior
resident fishing licenses to persons 65 years of age and older for a fee of $3.25. An individual eligible
for a senior resident license can purchase a lifetime license for a fee of $15.25. Act 47 of 1995 also
increased nonresident fees to $34.25 and the tourist fishing license to $29.25. Tourist licenses are
valid for a period of seven consecutive days. Persons fishing for trout or salmon are required to buy a
$5.00 stamp in addition to their regular fishing licenses. Other sources of revenue include special eel
licenses and Lake Erie commercial fishing licenses.

1996-97
1997-98
1998-99
1999-00
2000-01
2001-02

Actual

Fines and Penalties

Estimated
323 2002-03..... $ 400
332 2003-04..... 400
292 2004-05..... 400
224 2005-06..... 400
481 2006-07..... 400
446 2007-08..... 400

The Commonwealth receives monies in the form of fines and penalties for violation of the Fish Law
and the Frog and Terrapin Act.
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Fish Fund

Revenue Sources (continued)

Miscellaneous Revenue

Actual Estimated
1996-97..... $ 1,993 2002-03..... $ 2416
1997-98..... 2,208 2003-04..... 2,306
1998-99..... 3,368 2004-05..... 2,306
1999-00..... 3,369 2005-06..... 2,306
2000-01..... 2,774 2006-07..... 2,306
2001-02..... 2,288 2007-08..... 2,306

The Commonwealth receives contributions for restocking of streams principally from persons
or businesses that pollute, dam or interfere with fish propagation and survival. Monies are
received from the Fish and Boat Commission publication, Pennsylvania Angler & Boater, from
the sale of unserviceable and confiscated property, from the collection of interest on securities,
and from other miscellaneous sources.

Revenue Detail

The following is a detailed list of all Fish Fund revenues available for appropriations and
executive authorizations.

(Dollar Amounts in Thousands)

2001-02 2002-03 2003-04
Actual Estimate Budget
Licenses and Fees
Resident Fishing LICENSES.........ccevvevevverieireniiesiesiennens $ 13,246 $ 13,610 $ 13,400
Resident Senior Fishing Licenses.........ccccccovoeenieenneen. 55 53 55
Nonresident Fishing LICENSES..........cccovveeriienieiiieneien, 1,748 1,685 1,750
Tourist Fishing Licenses - 3 Day........cccoceevieeriieenineenne 533 510 535
Tourist Fishing Licenses - 7 Day........cccocceevieerieeinieeene 97 95 97
Lake Eri@ LICENSES........cccvveiieiriieene e 1 1 1
Fishing Lake LICENSES........cccoeiiiiiiiiiiiieeiee e 20 26 20
Miscellaneous Permits and Fees..........c.ccoccevviieneennenne 35 26 30
Scientific Collector's Permits..........c.ccccoeeevieerveneninennnn. 9 7 8
Lifetime Fishing Licenses - Senior Resident.................. 183 175 184
Membership Fees - Pennsylvania League of 0 -
ANGING YOULN.....oooiiiii e 1 0 -

H.R. Stackhouse Facilities User Fees............cccccvvennen. 4 3 3
Trout/Salmon Stamp.........ccocveeiiiiiieeeee e, 3,370 3,425 3,385

TOTAL ettt $ 19,302 $ 19,616 $ 19,468
Fines and Penalties
FiSh LawW FINES......cciiiiriieieieeeseesee e $ 446 $ 400 $ 400

TOTAL ettt $ 446 $ 400 $ 400
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Fish Fund

Revenue Detail (continued)

(Dollar Amounts in Thousands)

2001-02 2002-03 2003-04
Actual Estimated Budget
Miscellaneous Revenue
Sale of PUDICALIONS........c.cooiviiieiiececeseseee s $ 33 $ 40 $ 35
Sale of Unserviceable Property.........ccccooveerieenieeennnen. 0 2 1
Miscellaneous Revenue............ccoceiiecinciee e 20 45 30
Interest on Securities and DepPOSItS..........ccceevvvereeennnen. 761 866 866
Rental of Fish and Boat Commission Property... 36 30 30
Income from Sand and Gravel Dredging...........c.cccc..... 832 900 930
In Lieu of Payments for Fishways..........cccccoovverieeennnnn. 0 0 0
Sale of Pennsylvania Angler & Boater ................... 157 150 160
Pollution and Stream Disturbance Settlements.............. 143 300 150
Sale of Recreational Fishing Promotional Items............ 3 3 4
Royalty Payments..........cccoeeiiiinieeiieeseeeseeee e 13 35 20
Refunds of EXpenditures............ccocueviiieenieinnieeiieees 27 15 25
Sale of PatChes........cccoccovviiiii e, 21 30 25
Sale Of TIMDET ... 242 0 30
TOTAL ettt $ 2,288 $ 2,416 $ 2,306
TOTAL REVENUES.......ccocotiiieiiineieese e $ 22,036 $ 22,432 $ 22,174
Augmentations
Sale of Automobiles and Other Vehicles....................... $ 123 $ 50 $ 50
Reimbursement for Services - Boat Fund 10,200 0 0
Reimbursement for Services - Department of
TransSPOrtatioN. .........coveieiiieree e 203 65 65
Reimbursement for Services - DEP/EPA Projects......... 168 72 72
Federal Reimbursement - Sport Fish Restoration......... 5,526 5,296 5,063
Federal Reimbursement - Wildlife Conservation........... 0 0 0
Federal Reimbursement - Surface Mine Regulation........ 40 40 40
Federal Reimbursement - NOAA..........ccoevirieniieenenn. 270 680 272
Purchasing Card Rebate................ 7 8 8
USFWS - Partner for Wildlife 0 10 10
National Marine Fisheries - Investigations..............c........ 0 0 0
Land and Water Conservation Fund............c..ccccevveennnes. 0 75 0
Transportation - Boating Under the Influence................. 0 0 0
Transportation - Environmental Assessment 0 80 30
Transportation - Endangered/Threatened Species....... 0 65 65
Economic/Angler Use Study - Delaware River................ 0 170 0
Wildlife Conservation & Restoration - Non-game.......... 0 415 313
TOTAL ettt $ 16,537 $ 7,026 $ 5,988
TOTAL RECEIPTS....c.oiiiiiitireinesee e $ 38,573 $ 29,458 $ 28,162
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GAME FunD

The Game Fund is a special revenue fund composed of monies received
from hunting license fees, sale of wood products, fines and penalties, interest,
rents and Federal contributions. It provides monies for the administration of
the game laws and for the protection and propagation of game species.
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Financial Statement

(Dollar Amounts in Thousands)

2001-02 2002-03 2003-04
Actual Available Estimated
Beginning Balance...........cccooveiiiiiiie e $ 26,921 $ 23,142 $ 19,471
Receipts:
Revenue EStMAte...........cooiiiiiiiiieiiie e, $ 56,210 $ 56,715 $ 56,633
Prior Year LapSes........cccovveiiiieiiiiieiiiieiiiee e 372 0 0
Total RECEIPLS. ..uveieiiiiieiiiiee ettt $ 56,582 $ 56,715 $ 56,633
Funds Available............ccoiiiiiiiiiii $ 83,503 $ 79,857 $ 76,104
Expenditures:
APPrOPrated. ...c..ceveiiiiieiiiie et $ 60,361 $ 60,386 $ 60,540
Estimated EXpenditures. .........cooovveieeeiniiiieeee e -60,361 -60,386 -60,540
ENnding BalanCe.........cooiiiiiiiiiiiis $ 23,142 $ 19471 $ 15,564

Summary by Department

(Dollar Amounts in Thousands)

2001-02 2002-03 2003-04
Actual Estimate Budget
Treasury Department
General Government
Replacement Checks.........cocoveiiiiiiiiieiiiciec e $ 1 $ 5 $ 5
Game Commission
General Government
General OPerationS..........ccovueieiiiieiiee e, $ 48,686 $ 48,957 $ 50,557
Land Acquisition and Development.............cccccceeeiniinieneen. 2,923 2,000 1,000
DEPARTMENT TOTAL...ccoiiiiiiiieie e $ 51,609 $ 50,957 $ 51,557
TOTAL STATE FUNDS oooocoovvvcvnnnnsssiennnnsssseennnss $ 51,610 $ 50962 $ 51562
Federal FUNOS..........ccoooiiiiiiiiee e $ 8,098 $ 8,686 $ 8,285
Other FUNS.......uiiiieiiiiei et 653 738 693
FUND TOTAL. ..ot $ 60,361 $ 60,386 $ 60,540
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REVENUE SUMMARY

(Dollar Amounts in Thousands)

Five Year Revenue Projections

2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08
Actual Estimated Budget Estimated Estimated Estimated Estimated
Licenses and Fees............. $ 29956 $ 29,491 $ 29,656 $ 29,656 $ 29,656 $ 29,656 $ 29,656
Fines and Penalties........... 1,288 1,502 1,502 1,502 1,502 1,502 1,502
Miscellaneous.................... 16,215 16,297 16,486 16,486 16,486 16,486 16,486
TOTAL GAME FUND
REVENUES................. $ 47,459 $ 47,290 $ 47,644 $ 47,644 $ 47,644 $ 47,644 % 47,644
Augmentations.................. $ 8,751 $ 9,425 $ 8,989 $ 8,989 $ 8,989 $ 8,989 $ 8,989
TOTAL GAME FUND
RECEIPTS......cccvvenne. $ 56210 $ 56,715 $ 56,633 $ 56,633 $ 56,633 $ 56,633 $ 56,633

Revenue Sources

Licenses and Fees

Actual Estimated
1996-97...... $ 22,290 2002-03....... $ 29,491
1997-98...... 21,370 2003-04....... 29,656
1998-99...... 21,878 2004-05....... 29,656
1999-00...... 28,394 2005-06....... 29,656
2000-01...... 27,060 2006-07....... 29,656
2001-02...... 29,956 2007-08....... 29,656

Through the passage of Act 166 of 1998, new fees for licenses became effective July 1999. For resident
hunting and resident furtaker licenses, the fees are: ages 17 to 64, $19.00; over age 65, $12.00; ages 12 to 16,
$5.00. Resident senior lifetime hunting and furtaker licenses are $50.00 each; and a resident senior lifetime
combination hunting and furtaking license is $100.00. A junior resident combination hunting and furtaker
license is $8.00. Resident bear hunting and archery licenses are $15.00; a muzzleloading resident license,
$10.00; and a resident antlerless deer license, $5.00. For nonresidents of the Commonwealth, hunting
licenses are: over age 17, $100.00; ages 12 to 16, $40.00. A junior nonresident combination hunting and
furtaker license is $50.00. In addition, a license for a nonresident to hunt bear is $35.00; a license for a
nonresident to hunt antlerless deer, $25.00; and a muzzleloading license for a nonresident, $20.00.
Nonresidents are also able to purchase an adult furtaker license for $80.00; a junior furtaker license for $40.00;
and a seven-day license to hunt small game for $30.00. Amounts shown from 1996-97 through 2007-08 are net
of transfers of funds to restricted revenue accounts for general habitat improvement, deer food and cover, and
natural propagation of game. Please see the Game Commission presentation in Section E for additional
information.

Fines and Penalties

Actual Estimated
1996-97...... $ 1,500 2002-03....... $ 1,502
1997-98...... 1,534 2003-04....... 1,502
1998-99...... 1,240 2004-05....... 1,502
1999-00...... 1,076 2005-06....... 1,502
2000-01...... 1,503 2006-07....... 1,502
2001-02...... 1,288 2007-08....... 1,502

The Commonwealth receives revenue in the form of fines and penalties resulting from Game Law
violations.

C67



Game Fund

Revenue Sources (continued)

Miscellaneous Revenue

Actual Estimated
1996-97...... $ 15,870 2002-03....... $ 16,297
1997-98...... 17,053 2003-04....... 16,486
1998-99...... 17,975 2004-05....... 16,486
1999-00...... 20,296 2005-06....... 16,486
2000-01...... 19,756 2006-07....... 16,486
2001-02...... 16,215 2007-08....... 16,486

The Commonwealth receives Game Fund revenue from various miscellaneous sources including
the sale of wood products; interest on deposits and securities; monies from the sale of publications;
funds from the sale of unserviceable property, skins and guns; monies from the rental of State
property; gas and oil ground rentals and royalties; and other miscellaneous revenues.

Revenue Detail

The following is a detailed list of all Game Fund revenues available for appropriations and executive
authorizations.

(Dollar Amounts in Thousands)

2001-02 2002-03 2003-04
Actual Estimate Budget

Licenses and Fees
Resident HUNting LICENSES........cccccvveiieiiieieeiie e $ 15111 $ 15,000 $ 15,100
Resident Junior Hunting LiCENSES.........cccoviiviiiieiiiiiieeeen, 285 285 285
Nonresident Hunting LICENSES..........occuveiiieriiiiiiieeeeiiiee. 6,472 6,500 6,500
Special Game Permits........ 336 275 275
Antlerless Deer Licenses. 3,841 4,500 4,500
Archery Licenses................. 4,025 4,000 4,000
Landowner Hunting LICENSES.........cccoviiiiiiieiiiiiiiee e 7 7 7
Resident Senior Hunting LICENSES..........ccuveveiiiiiiiiieeeeee 517 520 520
Muzzleloading Hunting Licenses 1,391 1,400 1,400
Right-0f-Way LICENSES.....ccccoiiiiiiiiieeiiiiiieeee e 410 410 410
Resident Bear LICENSES. ........cooiiiiiiiiieeiiiiieee e 1,584 1,550 1,600
Nonresident Bear Licenses 101 95 100
Hunting License Issuing Agents’ Application Fees... 36 25 25
Nonresident Junior Hunting License.................... . 127 115 125
Nonresident 7-Day Hunting LiCENSE..........c.ccocuvvveeeriiiiienns, 94 91 91
Senior Resident - Lifetime Hunting License....................... 162 160 160
Adult Resident Furtaker License 346 330 330
Junior Resident Furtaker License..........cccccoociveeeeeniiiienenn. 2 2 2
Senior Resident Furtaker LICeNSe...........ccvveveeiiiiiiieeeennnne 10 10 10
Nonresident Senior Furtaker License. 23 25 25
Senior Lifetime Furtaker License..... 6 5 5
Junior Nonresident Furtaker........... . 1 1 1
Junior Combination LICENSE.........cccooiiiiiiiiiiiiiiiiee e 369 350 350
Nonresident Archery LICENSE...........eeeveiiiiiiiiieieiiiieeee e 407 400 400
Nonresident Muzzleloading Hunting License.. 147 140 140
Nonresident Migratory Game Bird............... . 28 30 30
Nonresident Anterless Deer License.................. . 303 400 400
Senior Resident - Lifetime Combination License............... 252 250 250
Nonresident Junior Combination License..............cccouveeeenn. 40 40 40
Elk License & Bobcat Permit Applications... . 455 415 415
Migratory Game Bird LiCeNSe..........cccuueeeieiiiiiiiieeeieiiiieeenn, 228 225 225

TOTAL .ottt e $ 37,116 $ 37,556 $ 37,721
Restricted Revenue
Transfer to General Habitat Improvement..............ccccceeve. $ -1,829 $ -2,095 $ -2,095
Transfer to Deer Food and COVEer...........cccocvevveneeneenneenne. -1,939 -2,365 -2,365
Transfer to Natural Propagation of Game.............c.ccccceueeen. -3,392 -3,605 -3,605

TOTAL ettt $ -7,160 $ -8,065 $ -8,065
Net Licenses and Fees

TOTAL ettt $ 29,956 $ 29,491 $ 29,656
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Revenue Detail (continued)

(Dollar Amounts in Thousands)

2001-02 2002-03 2003-04
Actual Estimate Budget
Fines and Penalties
Game Law FiNES......cccuviiiiiieiiii e $ 1,288 $ 1,502 $ 1,502
TOTAL ettt $ 1,288 $ 1,502 $ 1,502
Miscellaneous Revenue
Sports Promotional Publications and Materials.................. $ 14 $ 10 $ 10
Sale 0f CO@l..ccuviiiiiiii i 305 300 300
Sale of Stone, Sand, Gravel & Limestone.............cccceeeennn. 9 9 9
Sale of W0o0d Products.............cooueeeiiiieiniieeiiee e 11,499 12,000 12,250
INterest 0N DEPOSItS......couviriiie it 95 90 9
Sale of Unserviceable Property.........cccccvvevvieiiniecineeecnn. 0 1 1
Sale of SKINS and GUNS..........cccoiiiiiiiiieeiiiie e 40 40 40
Rental of State Property........ccccoeeveeeiiiee i 1 6 6
Miscellaneous ReVenuUEe............cccceeviiiieieeieiiiieeee e 93 95 95
INterest 0N SECUNLIES.......cccviiiiiiiiiiiiciee e 1,283 1,214 1,214
Gas and Oil Ground Rentals and Royalties....................... 722 750 750
Refund of Expenditures Not Credited to Appropriations..... 39 35 35
Miscellaneous Revenue License Division....... 43 40 40
Sale of Game News..........ccceevieeeiiiinennne. 596 591 591
Condemnation Awards Received....... e 0 5 5
Sale of Grain and Hay 16 15 15
Sale of Maps.......cveeiiiiiiieee e 13 14 14
Wildlife Management Promotional Revenue... 339 320 340
Sale of Wood Products - PR Tracts................ 809 500 500
Sale of Centennial Commemorative Items..............cceeueeee. 1 0 0
Working Together For Wildlife - Non-Game Fund.............. 179 175 175
Migratory Bird Harvest Information Card Program............. 0 1 1
Oil and Gas ReCoVery SUPPOIt..........eeeeeuriiireeeeeiiireeeeenanes 56 53 53
Waterfowl Management Stamp Sales and Royalties........... 62 30 30
SAIES TAXetitiiiiiiiitiei ettt 1 3 3
TOTAL ettt $ 16,215 $ 16,297 $ 16,486
TOTAL REVENUES.........oiiiiiiiiiiee e $ 47,459 $ 47,290 $ 47,644
Augmentations
Sale of AUtOMODIIES.........ccoiiiiiiiiiiice e $ 161 $ 250 $ 250
Federal Reimbursement - Pittman Robinson Act............... 7,998 7,900 7,900
Endangered Species Program...........cccccoeveviieeeeniiiiineeeenns 46 21 21
Pennsylvania Conservation Corps........ccocveerveeeriieeeninnen 223 168 168
Federal Reimbursement - Surface Mine Regulation.......... 54 54 54
Federal Reimbursement - Harvest Information Program.... 0 20 20
Federal Reimbursement - WCRA..........cccociiiiiniiiiieee e 0 691 300
Federal Reimbursement - Migratory Bird Harvest.............. 0 0 0
Private DONationS...........ccooiiiiiiiiiei e, 125 130 130
Youth Hunter Education Challenge...........cccccceevecviiereeennnns 0 0 0
PennDot Reimbursement - Deer RoadKkill.......................... 99 145 100
PennDot Reimbursement - Road Projects and Mitigation.. 0 0 0
Becoming an Outdoors Woman............cccoccueeeeeeeiniinieneenennn, 20 20 20
Wildlife CONSErvation...........ccocveeeiiiee i 5 6 6
Purchasing Card Rebate.............occuiiiiiiiiiiiiiiiieieeeeee 20 20 20
$ 8,751 $ 9,425 $ 8,989
TOTAL RECEIPTS ..ottt $ 56,210 $ 56,715 $ 56,633
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KEYSTONE
RECREATION, PARK
AND CONSERVATION

FUND

The Keystone Recreation, Park and Conservation Fund is a special
revenue fund composed of monies from the sale of specific bonds and certain
tax revenues. This fund provides for increased acquisitions, improvements
and expansions of Commonwealth and community parks, recreation facilities,
historic sites, zoos, public libraries, nature preserves and wildlife habitats.
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Keystone Recreation, Park and Conservation Fund

Financial Statement

(Dollar Amounts in Thousands)

2001-02 2002-03 2003-04
Actual Available Estimated
Beginning BalanCe........ccoovvvvviveieieesene e $ 78,487 $ 82,936 $ 26,728
Adjustment to Beginning Balance 0 -8,027 0
$ 78,487 $ 74,909 $ 26,728
Adjusted Receipts:
Revenue EStMALe...........ccovoverireerieninieeseresieese s $ 54,998 $ 30,930 $ 50,610
Prior Year Lapses 48,088 42,234 0
Total Receipts $ 103,086 $ 73,164 $ 50,610
Funds Available.........c.ccooniiiiiiiiccec e $ 181,573 $ 148,073 $ 77,338
Expenditures:
APPrOPHALEd. ... veveeeeiesieeeeeee e see e $ 98,637 $ 121,345 $ 33,588
Estimated Expenditures...........cccoooeeiieniiinieeneciees -98,637 -121,345 -33,588
Ending BalanCe.........cccociviviiiiiiiciceeese $ 82,936 $ 26,728 $ 43,750

Summary by Department

(Dollar Amounts in Thousands)

2001-02 2002-03 2003-04
Actual Estimate Budget
Treasury
Bond ISSUANCE EXPENSES.......civvreerierieereereeieiesiesiesieneas $ 1 $ 0 $ 0
Department of Conservation
and Natural Resources
General Government
Park and Forest Facility Rehabilitation — Realty
TraNSTEr TaXuuiiiuieiiiie et $ 27276 $ 35,040 $ 92719
Grants and Subsidies
Grants for Local Recreation — Realty Transfer Tax..... $ 31,490 $ 48,252 $ 7,733
Grants to Land Trusts — Realty Transfer Tax 12,479 13,010 3,093
Grants to Zoos — Bond Proceeds..........cccooveeiiieennnenn. 0 0 0
SUBLOLAL ... $ 43,969 $ 61,262 $ 10,826
DEPARTMENT TOTAL....coiiiiiiiieeiieesiee e, $ 71,245 $ 96,302 $ 20,105
Department of Education
Grants and Subsidies
Local Libraries Rehabilitation and Development —
Realty Transfer TaX......ooveeeeeieseerieriesese e seseeens $ 2,991 $ 4,894 $ 1,238
State System of Higher Education —
Deferred Maintenance — Realty Transfer Tax............ 14,504 5,893 8,224
DEPARTMENT TOTAL....coiiiiiiiieiieesree e $ 17,495 $ 10,787 $ 9,462
Game Commission
General Government
Land Acquisition and Development — Bond Proceeds. $ 13 $ 0 $ 0
Historical and Museum Commission
Grants and Subsidies
Historic Site Development — Realty Transfer Tax........ $ 9,883 $ 14,256 $ 4,021
FUND TOTAL...tiii et w % w



Keystone Recreation, Park and Conservation Fund

REVENUE SUMMARY

(Dollar Amounts in Thousands)

Five Year Revenue Projections

2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08

Actual Estimated Budget Estimated Estimated Estimated Estimated
Realty Transfer Tax........ $ 50874 $ 26430 $ 47,385 $ 50205 $ 52,740 $ 5518 $ 57,360
Miscellaneous.................. 4,124 4,500 3,225 3,489 3,489 3,489 3,489
TOTAL KEYSTONE
RECREATION, PARK
AND CONSERVATION
FUND RECEIPTS......... $ 54998 $ 30,930 $ 50610 $ 53694 $ 56,229 $ 58674 $ 60,849

Revenue Sources

Sale of Bonds

Actual Estimated
1996-97..... $ 0 2002-03..... $ 0
1997-98..... 14,140 2003-04..... 0
1998-99..... 0 2004-05..... 0
1999-00..... 0 2005-06..... 0
2000-01..... 0 2006-07..... 0
2001-02..... 0 2007-08..... 0

Act 50 of 1993 authorized a total of $50,000,000 in bonds to fund various programs. Proceeds from
the sale of these bonds, less costs of issuance and bond discounts, are deposited in this fund and
distributed to agencies according to the formula specified in Act 50.

Realty Transfer Tax

Actual Estimated
1996-97..... $ 35,092 2002-03..... $ 26,430
1997-98..... 41,237 2003-04..... 47,385
1998-99..... 45577 2004-05..... 50,205
1999-00..... 48,321 2005-06..... 52,740
2000-01..... 47,048 2006-07..... 55,185
2001-02..... 50,874 2007-08..... 57,360

Act 50 of 1993 approved the transfer of 15% of the revenues from the State Realty Transfer Tax to
this fund. Act 89 of 2002 authorized temporary reductions in the 15% rate: 10% rate for the second
half of 2001-02 and a 7.5% rate for the entire 2002-03. To implement this, a retroactive reduction for
fiscal 2001-02 of $8.027 milion was made in fiscal year 2002-03. This reduction is shown as an
adjustment to the 2002-03 beginning balance on this financial statement.
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Keystone Recreation, Park and Conservation Fund

Revenue Sources (continued)

Miscellaneous Revenues

Actual Estimated
1996-97..... $ 4,056 2002-03..... $ 4,500
1997-98..... 4,595 2003-04..... 3,225
1998-99..... 5,391 2004-05..... 3,489
1999-00..... 6,541 2005-06..... 3,489
2000-01..... 8,074 2006-07..... 3,489
2001-02..... 4,124 2007-08..... 3,489

Miscellaneous revenues are earned interest.

Revenue Detail

The following is a detailed list of all Keystone Recreation, Park and Conservation Fund revenues
available for appropriations and executive authorization.

(Dollar Amounts in Thousands)

2001-02 2002-03 2003-04

Actual Estimate Budget

Realty Transfer TaX........ccovriiieieieieneseseseceeee $ 50,874 $ 26,430 $ 47,385
Miscellaneous REVENUES...........cccceerveieerieieenieeeeeeeees 4,124 4,500 3,225
TOTAL RECEIPTS....ctiiiieieieeees e e $ 54,998 $ 30,930 $ 50,610
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. oTTERY 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 partial rebate of prescription

drug costs.
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Lottery Fund

Financial Statement

(Dollar Amounts in Thousands)

2001-02 2002-03 2003-04
Actual Available Estimated
Beginning Balance ............ $ 175,716 $ 213,102 $ 181,569
Reserve from Previous Year 160,000 100,000 100,000
Total Beginning Balance.............ccoccoeevevienennneennnn. $ 335,716 $ 313,102 $ 281,569
Receipts:
Revenue ESMate..........ccoovvieieniiienescenie e $1,002,497 $1,111,979 $1,196,232
Prior Year LapSes........cccuviveeiieneninieie e 5,499 10,536 0
Total RECEIPLS.....vvreiiieeieiiie et $1,007,996 $1,122,515 $1,196,232
Funds Available ... $1,343,712 $1,435,617 $1,477,801
Expenditures:
APPropriated. ........cccveieniiiiieieiee e $1,059,780 $1,185,851 $1,161,266
Less Current Year Lapses..........cccocvevvviiiiniciinninnne -29,170 -31,803 0
Estimated EXpenditures............cccovverienineienieiiniien, -1,030,610 -1,154,048 -1,161,266
Reserve for Current Year.........ccoccvvveeveenieeneeniesieennes $ -100,000 $ -100,000 $ -100,000
Ending BalanCe ........ccoccooeiiiiiiiiiniecec e $ 213,102 $ 181,569 $ 216,535
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Lottery Fund

Summary by Department

(Dollar Amounts in Thousands)

2001-02 2002-03 2003-04
Actual Estimate Budget
Treasury Department
General Government
Replacement Checks.........occuiiiiiiiiiiiiiniieeee e $ 4 $ 100 $ 100
Department of Aging
General Government
Auditor General's Audit COStS........cevveiireiierienie e $ 105 $ 105 $ 105
Grants and Subsidies
PENNCARE ...t $ 202,704 $ 204,976 $ 206,587
Pharmaceutical Assistance Fund...........c.ccccoovvienneeinnneen. 359,000 395,000 370,000
5101 0] (o) r= | PP RPPPPPPPPPPPRN $ 561,704 $ 599,976 $ 576,587
TOTAL STATE FUNDS ..ot $ 561,809 $ 600,081 $ 576,692
Federal FUNAS..........ccoiiiiiieiec e $ 72880 $ 82817 $ 82,892
AUGMENTALIONS. ...uvvieeeeieiiiiiiee e e e e e e e e e e e e e enraeeeeeesnnes 7,369 8,119 7,369
DEPARTMENT TOTAL....ciiiiiiiiieeeeeeeeiie e $ 642,058 $ 691,017 $ 666,953
Department of Revenue
General Government
Lottery AdVEIISING.....c.eevieiieeie e $ 0 $ 15,262 $ 30,000
Player Activated Terminal COStS........cccccoevcvvvveeeeeiiiiieneeenns 0 0 3,000
On-line Vendor COMmMISSIONS.........cuvviiieiiiiiiieieeeeiiieeeens 41,811 45,840 48,270
Instant Vendor COMMISSIONS........cccueiiriieeniuiieiiieeeniieeeans 16,369 19,007 17,856
Auditor General's Audit COSES......cceeiiiiiiiiieeiiiiiiiee e, 86 86 86
Payment of Prize Money 171,819 246,173 227,765
5101 o] (o) = | PP PPPPPPPPPPPPRN $ 230,085 $ 326,368 $ 326,977
Grants and Subsidies
Property Tax and Rent Assistance
for Older Pennsylvanians.............ccceeeeiieeneeseesie s $ 119,713 $ 122,180 $ 120,375
DEPARTMENT TOTAL. ..ottt $ 349,798 $ 448,548 $ 447,352
Department of Transportation
Grants and Subsidies
Older Pennsylvanians Free Transit...........ccccccceeviieeiinnnenn. $ 55,756 $ 66,059 $ 62,000
Older Pennsylvanians Shared Rides............coccoeeeeiiiiinnenn. 63,243 71,063 75,122
DEPARTMENT TOTAL....oeiiiiiiiiiieeiiiee e $ 118,999 $ 137,122 $ 137,122
TOTAL STATE FUNDS ..o, $ 1,030,610 $ 1,185,851 $ 1,161,266
Federal FUNAS..........cooiiiiiiiiic e $ 72,880 $ 82,817 $ 82,892
Other FUNAS......uuiiiiiiiiiiiiiiiiiiieieiaieiaeeiaeareeaeaeveveseaeaesesereaeeee 7,369 8,119 7,369
FUND TOTAL. ..ottt $ 1,110,859 $ 1,276,787 $ 1,251,527
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Lottery Fund

REVENUE SUMMARY

(Dollar Amounts in Thousands)

Five Year Revenue Projections

2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08
Actual Estimated Budget Estimated Estimated Estimated Estimated
Collections........cccccouu..... $ 989,631 $1,103,812 $1,188,053 $1,232,528 $1,242,194 $1,251,462 $ 1,260,958
Miscellaneous Revenue.. 12,866 8,167 8,179 8,892 8,435 6,064 2,505
TOTAL LOTTERY FUND
REVENUES.............. $ 1,002,497 $1,111,979 $1,196,232 $1,241,420 $1,250,629 $1,257,526 $ 1,263,463

Revenue Sources

Net Lottery Collections

Actual Estimated
1996-97........ $ 928,259 2002-03..... $1,103,812
1997-98........ 909,844 2003-04..... $1,188,053
1998-99........ 899,691 2004-05..... $1,232,528
1999-00........ 908,760 2005-06..... $1,242,194
2000-01........ 858,531 2006-07..... $1,251,462
2001-02........ 989,631 2007-08..... $1,260,958

Net lottery collections consist of the proceeds from lottery ticket sales less commissions and some prizes.
Currently prizes of $2,500 or less for the on-line games and prizes of $500 or less for instant games can be paid
by the ticket agents. The State Lottery is currently operating seven games. The "Daily Number" game introduced in
March 1977, the “Big 4” game introduced in November 1980, the "Cash 5" game introduced in April 1992, and the
"Super Six" game introduced in September 1998, all utilize computer sales terminals located across the
Commonwealth. The fifth game is the instant game which consists of variations of instant game tickets introduced
at routine intervals during the year. The sixth and seventh games are Powerball and Powerplay which began in
2002 as multi-state games. Ticket prices are $1 for “Cash 5” which consists of 1 play to pick 5 of 39 numbers, and
"Super Six" which consists of three individual game plays to pick six of 69 numbers. “Daily Number” and “Big 4”
game ticket prices range from $.50 to $5. The “Instant Game” ticket prices range from $1 to $20. Powerball is
played for $1 per play and Powerplay, which doubles winnings, can be added for $1 per play as well .

Powerball is a lotto game which is a combined large jackpot game and a cash game. It involves drawing five out ol
49 numbers and one out of 42 numbers. Players win by matching one of nine ways. The Multi-State Lottery
Association administers the Powerball game and is a non-profit government-benefit association entirely owned and
operated by the member state lotteries. Powerball is a 50% prize payout game which means that 50 cents of every
one dollar ticket is paid out in prizes. The State Lottery keeps 50% as its share and then pays the remaining 50% in
two parts: out in cash prizes directly to the players inits state, and a percentage share for the jackpot prize back
to the association where it is held until there is a winner.

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 the net revenue amount.

(Dollar Amounts in Thousands)

2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08
Ticket Sales.........cccevnee $ 1,934,164 $2,200,850 $2,328,973 $2,404,233 $2,429,024 $2,453,141 $ 2,477,876
Commissions..........c.c.... -100,190 -114,004 -120,641 -124,539 -125,823 -127,073 -128,354
Field Paid Prizes.............. -844,343 -983,034 -1,020,279 -1,047,166 -1,061,007 -1,074,606 -1,088,564
NET LOTTERY
COLLECTIONS............... $ 989,631 $1,103,812 $1,188,053 $1,232,528 $1,242,194 $1,251,462 $ 1,260,958
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Lottery Fund

Revenue Sources (continued)

Capital Stock and Franchise Tax

Actual Estimated
1996-97..... $ 82 2002-03..... $ 0
1997-98..... -47 2003-04..... 0
1998-99..... 0 2004-05..... 0
1999-00..... 0 2005-06..... 0
2000-01..... 0 2006-07..... 0
2001-02..... 0 2007-08..... 0

Tax Base and Rate: Act 22 of 1991 provided that the proceeds of one-quarter mill of the Capital Stock
and Franchise tax for one taxable year that began during 1991 shall be transferred to the State Lottery
Fund. Transfers, as determined by the Secretary of Revenue, shall be made by December 15 and June
15 of each year. See the description of the Capital Stock and Franchise Taxes in the General Fund
Revenue Sources.

Miscellaneous Revenue

Actual Estimated
1996-97..... $ 15,5524 2002-03..... $ 8,167
1997-98..... 17,016 2003-04..... 8,179
1998-99..... 26,359 2004-05..... 8,892
1999-00..... 20,533 2005-06..... 8,435
2000-01..... 22,958 2006-07..... 6,064
2001-02..... 12,866 2007-08..... 2,505

Miscellaneous revenue includes interest earned on securities, interest on deposits, premiums on sale of
securities and refund of expenditures.

Revenue Detail

The following is a detailed list of all Lottery Fund revenues.

(Dollar Amounts in Thousands)

2001-02 2002-03 2003-04

Actual Estimate Budget
COllECHIONS. ....ccvvieeiiiecee e $ 989,631 $1,103,812 $1,188,053
MiISCEIlANEOUS........cccvvieeciiiee et 12,866 8,167 8,179
TOTAL LOTTERY FUND REVENUES....................... $1,002,497 $1,111,979 $1,196,232
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MiLK MARKETING
FuUND

The Milk Marketing Fund is a special revenue fund composed of monies
received from license fees, fines, penalties and permits relating to the milk
industry.

The purpose of this fund is to provide for the operation of the Milk Marketing
Board and to serve as a depository for money due dairy farmers from
underpayments by milk dealers.
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Milk Marketing Fund

Financial Statement

(Dollar Amounts in Thousands)

2001-02 2002-03 2003-04
Actual Available Estimated
Beginning BalanCe........ccocvevviviieieienene e $ 1,639 $ 1,519 $ 1,276
Receipts:
Revenue Estimate 2,195 $ 2,289 $ 2,879
Prior Year Lapses 79 0 0
Total RECEIPLS. ...cvvvveeiieiieieieie e $ 2,274 $ 2,289 $ 2,879
Funds Available........ccccooiiiiniiiieeeee $ 3,913 $ 3,808 $ 4,155
Expenditures:
W Yo o] o] o4 F-1 1= SO $ 2,505 $ 2,532 $ 2,577
Less Current Year LapSes........coocvvevvievenieeenieeenieenn, -111 0 0
Estimated EXpenditures...........cccoooeerienieiniieneciees -2,394 -2,532 -2,577
Ending Balance..........ccccoviiiiiiiiiiicece $ 1,519 $ 1,276 $ 1,578

Summary by Department

(Dollar Amounts in Thousands)

2001-02 2002-03 2003-04
Actual Estimate Budget
Treasury Department
General Government
Replacement CheCKS..........cccevveeveevenriieseseeeeeesienns 0 $ 5 $ 5
Refund Milk Marketing Licenses and Fees 0 5 5
DEPARTMENT TOTAL.....ccoiiiiirieieienieenienieesieneenen, $ 0 $ 10 $ 10
Milk Marketing Board
General Government
General OPerationS..........ccceverereseseeeeeereeeeseeseeseens, $ 2,394 $ 2,522 $ 2,567
FUND TOTAL....ccutititiieieiesiesie st $ 2,394 $ 2,532 $ 2,577
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Milk Marketing Fund

REVENUE SUMMARY

(Dollar Amounts in Thousands)

Five Year Revenue Projections

2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08
Actual Estimated Budget Estimated Estimated Estimated Estimated
Licenses and Fees.......... $ 2,079 $ 2,164 $ 2,754 $ 2,754 $ 2754 $ 2,754 $ 2,754
Fines and Penalties......... 26 10 10 10 10 10 10
Miscellaneous Revenue.. 90 115 115 115 115 115 115
TOTAL MILK MARKETING
FUND REVENUES...... $ 2,195 $ 2,289 $ 2,879 $ 2,879 $ 2879 $ 2,879 $ 2,879
Revenue Sources
Licenses and Fees
Actual Estimated
1996-97..... $ 2,007 2002-03..... $ 2,164
1997-98..... 2,147 2003-04..... 2,754
1998-99..... 2,158 2004-05..... 2,754
1999-00..... 2,121 2005-06..... 2,754
2000-01..... 2,344 2006-07..... 2,754
2001-02..... 2,079 2007-08..... 2,754

The Commonwealth receives revenues from licenses and fees collected annually by the Mik

Marketing Board. A flat rate fee is based on the daily average number of pounds of mik handled by
dealers and an additional fee, levied on milk for which the board fixes minimum prices, is based on the
number of pounds of such mik sold by dealers. Additional license fees are for weighing and
measuring permits, testers certificates of proficiency, weighers and samplers certificates of

proficiency and applications for examination. Act 135 of 1988 allows the Milk Marketing Board to set

fees by regulation.

1996-97
1997-98
1998-99
1999-00
2000-01
2001-02

Actual

Fines and Penalties

Estimated
31 2002-03..... $ 10
4 2003-04..... 10
20 2004-05..... 10
6 2005-06..... 10
10 2006-07..... 10
26 2007-08..... 10

The Commonwealth receives revenue in the form of fines and penalties collected from milkk dealers
and other persons convicted of violating the Milk Marketing Law.
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Milk Marketing Fund

Revenue Sources (continued)

Miscellaneous Revenue

Actual Estimated
1996-97..... $ 148 2002-03..... $ 115
1997-98..... 156 2003-04..... 115
1998-99..... 135 2004-05..... 115
1999-00..... 128 2005-06..... 115
2000-01..... 143 2006-07..... 115
2001-02..... 90 2007-08..... 115

Miscellaneous revenues consist primarily of interest on securities and deposits, plus legal fees for
transcripts of hearings.

Revenue Detail

The following is a detailed list of all revenues available for Milk Marketing Fund appropriations and
executive authorizations.

(Dollar Amounts in Thousands)

2001-02 2002-03 2003-04
Actual Estimate Budget
Licenses and Fees
Milk Dealers LICENSES........ccccveiueeceeeiecieeeie e e e $ 1,438 $ 1,500 $ 2,090
Milk Testers Certificate FEES........ccocvevvvireeriiieeeiiieeenns 3 2 2
Milk Weighers Certificate Fees..........cccoceviiinieeneeenne. 29 30 30
Milk Testers and Weighers Examination Fees............... 3 3 3
Milk Haulers License Fees 577 600 600
Milk Sub Dealers Licenses 15 15 15
Service ContraCt FEES......covvvviviiiiiiee e 14 14 14
TOTAL. et $ 2,079 $ 2,164 $ 2,754
Fines and Penalties
Milk Marketing ACt FINeS.........ccccovirireneiieiiiieceene $ 26 $ 10 $ 10
Miscellaneous Revenues
INterest 0N SECUNLIES........cocvvveeeeereeee e $ 90 $ 114 $ 114
General Operations 0 1 1
TOTAL. et $ 90 $ 115 $ 115
TOTAL REVENUES........cooiiieeeeeeee e $ 2,195 $ 2,289 $ 2,879
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RAcING FunD

The Racing Fund is a special revenue fund composed of monies received
from taxes and license fees collected by the State Harness Racing Commission
and the State Horse Racing Commission for the regulation of horse and
harness racing. Any remaining balance is transferred to the General Fund in
the subsequent fiscal year.

C85




Financial Statement

Racing Fund

(Dollar Amounts in Thousands)

C86

2001-02 2002-03 2003-04
Actual Available Estimated
Beginning BalanCe.........ccccooeviiiiiiiiiiiiiiiiieeeeee e $ 8,695 $ 7,293 $ 7,211
Receipts:
ReVeNUE EStIMate..........ccvuiiiiiiiieiie e $ 16,603 $ 17,323 $ 18,201
Prior Year LapSeS......cceevviiiiiiiiiiiiiiiiiiiinie e neeeeees 333 0 0
TOtal RECEIPLS. .uvvviiiiiiiiiiiiieieee e ee e $ 16,936 $ 17,323 $ 18,201
Funds Available.......cooouiieiieeeeeee e, $ 25,631 $ 24,616 $ 25,412
Expenditures:
Appropriated............c....... . 18,338 $ 17,405 $ 17,365
Estimated Expenditures -18,338 -17,405 -17,365
Ending Balance..........cccccooviiiiiiiiiini, $ 7,293 $ 7,211 $ 8,047
Summary by Department
(Dollar Amounts in Thousands)
2001-02 2002-03 2003-04
Actual Estimate Budget
Treasury Department
General Government
Replacement Checks..........ccocvveviiiiiiieeiiiiiiiieeee e $ 10 $ 10 $ 10
Department of Agriculture
General Government
State Racing Commissions $ 7,324 $ 7,606 $ 7,630
Equine Toxicology and Research Laboratory.................. 1,905 2,065 2,078
Payments to Pennsylvania Fairs—Administration............ 174 200 203
SUDLOLAL ..o $ 9,403 $ 9,871 $ 9,911
Grants and Subsidies
Transfer to the General FUNd............ccovveiiiiiiiiieiiee 8,696 7,293 7,211
TOTAL STATE FUNDS .......ooiiiiiiiiiii e $ 18,099 $ 17,164 $ 17,122
AUGMENTALIONS. ... 1 0 0
DEPARTMENT TOTAL...ciiiiiiiiaaeiiiiiee e $ 18,100 $ 17,164 $ 17,122
Department of Revenue
General Government
ColleCtioNS—RACING. ....ccicuuiriaaiiiiiie e, $ 228 $ 231 $ 233
TOTAL STATE FUNDS ..ottt $ 18,337 $ 17,405 $ 17,365
Other FUNAS......civiiiiiiiie e 1 0 0
FUND TOTAL.ceeiiiiiee et eeieiee e e sea e eneaeee s $ 18,338 $ 17,405 $ 17,365



REVENUE SUMMARY

(Dollar Amounts in Thousands)

Five Year Revenue Projections

Racing Fund

2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08
Actual Estimated Budget Estimated Estimated Estimated Estimated
Tax Revenues.................. $ 12,443 % 13,390 13,746 $ 13,746 $ 13,746 $ 13,746 $ 13,746
Licenses and Fees............ 401 449 449 449 449 449 449
Miscellaneous Revenue... 3,758 3,484 4,006 4,006 4,006 4,006 4,006
TOTAL RACING FUND
REVENUES................ $ 16,602 $ 17,323 18,201 $ 18,201 $ 18,201 $ 18,201 $ 18,201
Augmentations $ 1 $ 0 0 $ 0 $ 0 $ 0 $ 0
TOTAL RACING RECEIPTS $ 16,603 $ 17,323 18,201 $ 18,201 $ 18,201 $ 18,201 $ 18,201
Revenue Sources
Tax Revenues
Actual Estimated

1996-97..... 14,783 2002-03..... $ 13,390

1997-98..... 15,461 2003-04..... 13,746

1998-99..... 14,535 2004-05..... 13,746

1999-00..... 15,301 2005-06..... 13,746

2000-01..... 13,125 2006-07..... 13,746

2001-02..... 12,443 2007-08..... 13,746

Act 93 of 1983 combined the Harness Racing Fund and the Horse Racing Fund into the Racing Fund.

This act amended portions of the Race Horse Industry Reform Act. For licensed racing corporations
annually conducting at least 100 days of racing or for two licensed corporations conducting their racing at
the same facility with a minimum of 175 combined racing days, the previous sliding wagering tax rate
was changed to 1.5 percent effective July 1, 1986, and thereafter. For licensed racing corporations not
conducting the minimum number of racing days, the wagering rate was changed to 2.5 percent from July

1, 1984 to June 30, 1986, and 2 percent thereafter. Act 23 of 2000 changed the amount allocated from

the State Racing Fund to the Pennsylvania Breeding Fund to 1 percent of the daily amount wagered for
thoroughbred horse racing. Act 127 of 1988 permits off-track betting in the Commonwealth.

Licenses and Fees

Actual
1996-97..... 431
1997-98..... 426
1998-99..... 357
1999-00..... 360
2000-01..... 409
2001-02..... 401

Estimated
2002-03..... $ 449
2003-04..... 449
2004-05..... 449
2005-06..... 449
2006-07..... 449
2007-08..... 449

Licenses and fees are revenues derived from the licensing of jockeys and such other persons
participating in horse racing meets as prescribed by the State Racing Commissions.
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Racing Fund

Revenue Sources (continued)

Miscellaneous Revenue

Actual Estimated
1996-97..... $ 3,526 2002-03..... $ 3,484
1997-98..... 3,782 2003-04..... 4,006
1998-99..... 3,649 2004-05..... 4,006
1999-00..... 3,792 2005-06..... 4,006
2000-01..... 3,759 2006-07..... 4,006
2001-02..... 3,758 2007-08..... 4,006

Penalties and interest on taxes due, interest on securities and uncashed tickets comprise miscellaneous
revenue.

Revenue Detail

The following is a detailed list of all revenues available for Racing Fund appropriations and
executive authorizations.

(Dollar Amounts in Thousands)

2001-02 2002-03 2003-04
Actual Estimate Budget
Tax Revenues
State AAMISSION TaAX.uuuiiieeeiiiiiiiiiiiiee e e e e eeeeeviiee e e eeaeaenns $ 112 $ 112 $ 102
WaGErNG TaX...oiieieiiiiiiiiie ettt 11,151 12,048 12,469
Breakage TaX......oooiiiiiiiiiiiiiiiiee e 1,180 1,230 1,175
L I P $ 12,443 $ 13,390 $ 13,746
Licenses and Fees
LICENSE FBES.. it i e e eeeeiieieeeeee et e e $ 401 $ 449 $ 449
Miscellaneous Revenues
Uncashed TiCKetS........oovvviiiiiiiiiiiiiie e $ 3,350 $ 2,950 $ 2,900
INterest 0N SECUNLIES.......uuviiiiiiieeee e 360 527 527
Redeposit of Checks...........oooviiiiiiiiii 48 7 4
Premium Sale of Securities...........ccooevviiiiiiiiii e, 0 0 575
TOT AL ettt ettt e e e e e e e e e eaaes $ 3,758 $ 3,484 $ 4,006
Augmentations
Reimbursements—Out of State Testing..............cccceueee.. $ 1 $ 0 $ 0
TOTAL REVENUES........ oo $ 16,603 $ 17,323 $ 18,201
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ToBACCO SETTLEMENT
FuUND

The Tobacco Settlement Fund is a special revenue fund composed of
monies from all tobacco settlements under the Tobacco Master Settlement
Agreement. It provides for smoking prevention and smoking cessation
programs and other health related programs including home and community
based care, venture capital for medical equipment, support for the uninsured,
and catastrophic and uncompensated care.
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Tobacco Settlement Fund

Financial Statement

(Dollar Amounts in Thousands)

2001-02 2002-03 2003-04
Actual Available Estimated
Beginning BalanCe ........cccovveiveiie e $ 667,305 * $ 501,619 $ 430,337
Receipts:
ReveNnue ESMAte.........cccevviereeiieeiesiie e $ 433,529 $ 439,260 $ 360,528
Prior Year LapSes........ccuvviiieieiiiiiiiee e 0 77,537 0
Total RECEIPLS......eeiiiieeeiiiieiee e 433,529 516,797 360,528
Funds Available ..., $ 1,100,834 $ 1,018,416 $ 790,865
Expenditures:
PN o] o] o] o 1T L =T RSSO $ 667,305 $ 632,029 $ 430,337
Less Current Year LapSes........cococeeuvmimvniminiiiiiiiieeeeeeeees -68,090 -43,950 0
Estimated EXpenditures. ..........ccocveeveeeiiiieiniec e 599,215 588,079 430,337
Ending BalanCe .......cccccovvveiiiie e $ 501,619 $ 430,337 $ 360,528

* Includes $667,305,000 temporarily held in a restricted receipt account. Excludes interest earned on receipts transferred
to the Health Endowment Account for Long-Term Hope as restricted receipts.
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Tobacco Settlement Fund

Summary by Department

(Dollar Amounts in Thousands)

2001-02 2002-03 2003-04
Actual Estimate Budget
Governor's Office
General Government
Tobacco ENdOWMENt ACCOUNT ......ccueeeecuiieeeiieeciieeeiieeeeiie e etee e, $ 25,783 $ 0 $ 0
DEPARTMENT TOTAL ..ottt $ 25,783 $ 0 $ 0
Executive Offices
General Government
Transfer to General FUN............c.coouieiiiiiiiie e $ 68,508 $ 0 $ 0
Tobacco Settlement Investment Board.... 0? o° 0°
Transfer to Health ENdOWMENt ACCOUNt.........ceveveveeeeeereeeeeererereeeen, 27,601 ¢ 34,682 ¢ 34,427 ¢
DEPARTMENT TOTAL...oiiiiiiieiiiee ettt $ 96,109 $ 34,682 $ 34,427
Department of Aging
Grants and Subsidies
Home and Community-Based SerViCeS...........cccvvereerieiiieerieesieannn $ 18,630 $ 12,151 $ 18,198
PACEnet Transfer 27,601 34,682 34,427
TOTAL STATE FUNDS ..ot $ 46,231 $ 46,833 $ 52,625
Federal FUNGS..........oooiiiiiie et w w M
DEPARTMENT TOTAL..cootiiiii e e w w w
Department of Community and
Economic Development
Grants and Subsidies
Health Venture Investment ACCOUNL.............ccocuveeeiuieeeiieeeciiee e, $ 60,000 $ 0 $ 0
Regional Biotechnology Research Centers............cccevviiieeieiiiiieeeen. 100,000 0 0
DEPARTMENT TOTAL . ..oiiiiiiieiiiee ettt $ 160,000 $ 0 $ 0
Department of Health
Grants and Subsidies
Medical and Surgical EQuUipMeNnt Grants...........ccoccvereereerneeneennenns $ 20,000 $ 0 $ 0
Community-Based Health Care Assistance...........ccccocveeeieiiniinnenn. 25,000 0 0
Health Research - Health Priorities.........cccccvvvveeiiiiiiee i 62,017 78,035 77,461
Health Research - National Cancer Institute............ccccvvvvveeveeeeeenen... 3,408 4,335 4,303
Tobacco Use Prevention and Cessation.........ccccveeevcvveereesiinveneneennns 14,876 52,023 51,640
DEPARTMENT TOTAL..cootiiiiee e $ 125,301 $ 134,393 $ 133,404
Higher Education Assistance Agency
Grants and Subsidies
Biomedicine and Life Sciences Student Loans............ccccoceeveevinenn. $ 5,000 $ 0 $ 0
Nursing School Student LOANS...........cceovviiiieeeiiiiiireeesiiiieneesssinieaeens 3,000 0 0
DEPARTMENT TOTAL...cootiiiie e $ 8,000 $ 0 $ 0
Department of Insurance
Grants and Subsidies
Adult Health INSUIANCE ........ccveiiiiieiciie et $ 77,738 $ 97,544 $ 96,826
DEPARTMENT TOTAL . ..oiiiiiiieiiiee ettt $ 77,738 $ 97,544 $ 96,826
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Tobacco Settlement Fund

Summary by Department (continued)

(Dollar Amounts in Thousands)

2001-02 2002-03 2003-04
Actual Estimate Budget
Department of Public Welfare
Grants and Subsidies
Medical Care for Workers with Disabilities................cccoovevieiieennnnns $ 870 $ 32,515 $ 32,275
Hospital Uncompensated Care 15,000 0 0
Uncompensated Care............... 34,501 43,353 43,034
Medical Assistance - Long-Term Care........ccccceeeeveuveereeeiivennneessnnns 0 198,500 0
Home and Community-Based Services... . 9,682 44,209 37,746
LS TU] o] (o) - | SR $ 60,053 $ 318,577 $ 113,055
TOTAL STATE FUNDS ..o, $ 60,053 $ 318577 $ 113,055
Federal FUNS. .......cooiieiecee e $ 72,247 $ 144,900 $ 136,715
AUGMENTALIONS. ... ..t a e e e e 0 1,392 820
DEPARTMENT TOTAL. ..ttt ettt $ 132,300 $ 464,869 $ 250,590
TOTAL STATE FUNDS ..ottt $ 599,215 $ 632,029 $ 430,337
Federal FUNGS. ........uuuiiiiiiiiiiiiiiiiiiiiiieietaevav e e e e e e e e ereeeeeaeeeaeaaaaaaaes $ 75,829 $ 152,236 $ 148,096
Other FUNGS. ......eiiiiiiee e 0 1,392 820

N R O U $ 675,044 $ 785,657 $ 579,253

Excludes $93,000 appropriated to the Tobacco Settlement Investment Board (actually funded by the
Health Endowment Account for Long-Term Hope).

Excludes $326,000 appropriated to the Tobacco Settlement Investment Board (actually funded by the
Health Endowment Account for Long-Term Hope).

Excludes $276,000 appropriated to the Tobacco Settlement Investment Board (actually funded by the
Health Endowment Account for Long-Term Hope).

Funds are actually deposited to the Endowment Account for Long-Term Hope immediately upon
receipt of settlement payments.
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Tobacco Settlement Fund

REVENUE SUMMARY

(Dollar Amounts in Thousands)

Five Year Revenue Projections

2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08
Actual Estimated Budget Estimated Estimated Estimated Estimated
Tobacco Settlement Revenue...... $ 433529 $ 420,685 $ 360528 $ 357566 $ 354,676 $ 351,438 $ 354,883
Miscellaneous Revenue............... 0 18,575 0 0 0 0 0
TOTAL TOBACCO FUND
REVENUES............coovvvinnnnn. $ 433,529 $ 439,260 $ 360,528 $ 357,566 $ 354,676 $ 351,438 $ 354,883
Revenue Sources
Tobacco Settlement Revenue
Actual Estimated
1996-97......... $ 0 2002-03....... $ 420,685
1997-98......... 0 2003-04....... 360,528
1998-99......... 0 2004-05....... 357,566
1999-00......... 464,554 2005-06....... 354,676
2000-01......... 345,013 2006-07....... 351,438
2001-02......... 433,529 2007-08....... 354,883
Tobacco Settlement revenue includes payments from all tobacco settlements under the Master Tobacco Settlement
Agreement not set aside in the restricted revenue Health Endowment Account for Long-Term Hope. Pending creation of
the fund, 1999-00 and 2000-01 year receipts were held in a restricted receipt account.
Miscellaneous Revenue
Actual Estimated
1996-97......... $ 0 2002-03....... $ 18,575
1997-98......... 0 2003-04....... 0
1998-99......... 0 2004-05....... 0
1999-00......... 0 2005-06....... 0
2000-01......... 0 2006-07....... 0
2001-02......... 0 2007-08....... 0
Miscellaneous Revenue includes investment earnings which would have otherwise been deposited to the Health
Endowment Account for Long-Term Hope, but were specified for retention within the fund itself by Act 91of 2002.
Revenue Detail
The following is a detailed list of all Tobacco Settlement Fund revenues.
(Dollar Amounts in Thousands)
2001-02 2002-03 2003-04
Actual Estimate Budget
GroSS SEEMENTS ....eeeeiiiieeii e e e $ 433,529 $ 420,685 $ 360,528
INterest 0N SECUMLIES ........uviiiiiiiiiei e e e 0 16,076 0
INterest 0N DEPOSILS ....ccvvieiiieeiiiee et ree e 0 0 0
Interest Income Reinvested Long-Term ...... 0 476 0
Dividend Income Reinvested Long-Term 0 2,023 0
NET TOBACCO SETTLEMENT REVENUE...........c.cccccove.. $ 433,529 $ 439,260 $ 360,528
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Tobacco Settlement Fund

Restricted Revenues Not Included in Department Total

Health Endowment Account for

Long-Term Hope Revenue
(Dollar Amounts in Thousands)

Actual Estimated
1996-97...... $ 0 2002-03....... $ 34427
1997-98...... 0 2003-04....... 36,943
1998-99...... 0 2004-05....... 37,713
1999-00...... 170,349 2005-06....... 38,513
2000-01...... 67,091 2006-07....... 39,300
2001-02...... 56,706 2007-08....... 41,522

Health Endowment Account for Long-Term Hope restricted revenue includes all interest earned in the Tobacco Settlement Fund, the
initial payment of Tobacco Settlement funds, strategic contribution payments (beginning in 2007-08), eight percent of each Annual
Payment and lapses from the appropriations in the fund except for moneys provided for the Home and Community-Based Care Program
and the Health Investment Insurance Program which are reallocated to their respective programs. 1999-00 represents $142,262,000 Initial
Payment; $2,304,000 interest; and $25,783,000 in transfer all of which were actually distributed in 2001-02 with the formal establishment
of the Fund. The Total Tobacco Endowment Account includes $27,601,000 in transfer and $39,490,000 actually distributed in 2001-02
with the formal establishment of the Fund. The Total Tobacco Endowment Account includes $34,682,000 in transfer and $19,407,000
interest received prior to June 30, 2002 transferred on or prior to that date and $2,617,000 interest received prior to June 30,2002, but
transferred after that date.

Act 91 of 2002 suspends the transfer of lapsing funds and investment earnings to the Health Endowment Account for Long-Term Hope
during 2002-03 and directs those moneys to the Tobacco Settlement Fund itself. This budget proposes the transfer of $330 million within
this account to the General Fund to support health related programs.

2001-02 2002-03 2003-04
Actual Estimate Budget
Initial Payment...........ccceeeeevvevnenne. $ 0 $ 0 $ 0
8% of Annual Tobacco
Settlement Payments...................... 34,682 34,427 28,842
Strategic Contribution Payments ...... 0 0 0
INEEIESt ..o 22,024 0 8,101
LaPSES..ciiiiiiiiiiee e 0 0 0
Total Health Endowment
Account for Long-Term
HOPE...oee $ 56,706 $ 34,427 $ 36,943

Tobacco Settlement Investment Board Account

(Dollar Amounts in Thousands)

Actual Estimated
1996-97...... $ 0 2002-03....... $ 326
1997-98...... 0 2003-04....... 276
1998-99...... 0 2004-05....... 276
1999-00...... 0 2005-06....... 276
2000-01...... 0 2006-07....... 276
2001-02...... 93 2007-08....... 276

The Tobacco Settlement Investment Board restricted revenue represents the approved expenses of the overseeing investment board to
be paid from the investment earnings in the Health Endowment Account for Long-Term Hope. An initial budget is submitted for
appropriation of these funds and actual expenses are paid as approved.

2001-02 2002-03 2003-04
Actual Estimate Budget
ReVENUE.........cccvveeeieeceee e $ 93 $ 326 $ 276
Distribution..........ccccoecviie e -93 -326 -276
Total Tobacco Settlement

Board Account Investment.............. $ 0 $ 0 $ 0
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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.
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Tax Expenditures

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 2003-04 Governor's Executive Budget presents this tax expenditure analysis covering Commonwealth
taxes with annual receipts of at least $15 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,

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

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

(6) Is not an appropriation.
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Tax Expenditure Analysis (continued)

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. 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 techniques 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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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, and
insurance companies (other than foreign fire/casualty insurance companies), as well as
corporations doing business in Pennsylvania and subject to the corporate net income tax and the
capital stock / foreign franchise tax that engage in certain assistance programs in impoverished
areas or contribute to neighborhood organizations which provide such activities. The credit is
allowed for neighborhood assistance, job training or education for individuals, community
services, economic development or crime prevention in an impoverished area. The program
must be approved by the Secretary of Community and Economic Development. The credit
available to a taxpayer equals up to 50 percent of the contribution to approved programs during
the tax year, but may not exceed $250,000. An expanded credit of 70 percent (maximum of
$350,000 per taxpayer) may be available for investments in certain priority programs defined by
the Secretary of Community and Economic Development. The total amount of credits awarded to
all taxpayers cannot exceed $18 million in a fiscal year.

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: Corporate Net Income Tax

2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08
$ 3.4 $ 4.8 $ 6.3 $ 7.8 $ 9.3 $ 107 $ 122
Capital Stock/Foreign Franchise Tax

2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08
$ 11.0 $ 9.6 $ 8.1 $ 6.6 $ 5.1 $ 3.7 $ 2.2
Selective Business Taxes

2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08
$ 3.6 $ 3.6 $ 3.6 $ 3.6 $ 3.6 $ 3.6 $ 3.6

Beneficiaries: Approximately 1,800 companies doing business in Pennsylvania benefit from this tax
expenditure.
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EMPLOYMENT INCENTIVE PAYMENTS

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

Description: Any bank, thrift institution, title insurance and trust company, or insurance company, as well as
any corporation or person subject to the corporate net income tax or the personal income tax,
employing persons formerly receiving welfare benefits may claim an employment incentive
payment as credit against any tax liability in selected taxes. The credit is for a portion of wages
paid to a qualifying employee in the first three years of employment. Employment incentive
payment credits are available for employees hired up to December 31, 2004. Additional credit is
available for financing associated day care costs. Total employment incentive payment credits
authorized cannot exceed $25 million in any fiscal year.

Purpose: This program provides tax relief to taxpayers that hire persons previously receiving aid to families
with dependent children or classified as chronically or transitionally needy at the time of
employment and reduces state aid payments to those individuals.

Administrative Costs: Costs to administer the Employment Incentive Payments credit program are borne by the

Department of Public Welfare, Department of Labor and Industry and the Department of
Revenue. Estimated costs for all departments total $0.2 million per year.

(Dollar Amounts in Millions)

Estimates:  Corporate Taxes

2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08
$ 18.0 $ 18.0 $ 18.0 $ 18.0 $ 18.0 $ 18.0 $ 18.0
Personal Income Tax

2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08
$ 7.0 $ 7.0 $ 7.0 $ 7.0 $ 7.0 $ 7.0 $ 7.0

Beneficiaries: Employers of approximately 8,300 qualifying employees in Pennsylvania are expected to benefit
from this tax expenditure.

HOMEOWNERS’' EMERGENCY MORTGAGE ASSISTANCE FUND

Authorization:  Act of December 23, 1983 (P.L. 385, No. 91), as amended.

Description: A tax credit is available to any bank, thrift institution, title insurance and trust company, and
insurance company (other than a foreign fire/casualty insurance company), as well as any
corporation doing business in Pennsylvania and subject to the corporate net income tax, for
amounts contributed to the Homeowner’'s Emergency Mortgage Assistance Fund.

Purpose: This credit encourages businesses to contribute to a fund established to prevent mortgage
foreclosure and distress sale of a home resulting from circumstances beyond a homeowner’s
control.

Administrative Costs: Nominal

Estimates: There has been no application of credits during FY 1985-86 through FY 2002-03. Limited
participation in this program is expected in the future.

Beneficiaries: NA
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JOB CREATION TAX CREDIT

Authorization:  Act of June 29, 1996 (P.L. 434, No. 67), 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 and 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 institution tax, title insurance company shares tax,
personal income tax or any combination thereof. The total amount of funds for tax credits
available in a year is $22,500,000.

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

Administrative Costs: Costs to administer the Job Creation Tax credits 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: 2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08
$ 225 $ 225 $ 225 $ 225 $ 225 $ 225 $ 225

Beneficiaries: Approximately 110 companies doing business in Pennsylvania benefit from this tax expenditure.

RESEARCH AND DEVELOPMENT TAX CREDIT

Authorization:  Act of May 7, 1997 (P.L. 85, No. 7).

Description: A research and development tax credit is available for performing qualified research in
Pennsylvania. The credit equals 10 percent of the increase in qualified research expenses for the
current taxable year over a base period. Total credits in any one fiscal year are capped at $15
million with $3 million of the total earmarked exclusively for small business. The credit may be
applied against the corporate net income tax, capital stock/foreign franchise tax, personal income
tax, or any combination thereof, but may not exceed 50 percent of such qualified tax liability.
Unused credits may be carried forward fifteen taxable years. Credits are available for tax years
ending on or before December 31, 2006.

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 credits are borne by the
Department of Revenue. These costs are estimated to be nominal.

(Dollar Amounts in Millions)

Estimates: 2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08
$ 150 $ 150 $ 150 $ 150 $ 150 $ 150 $ 150

Beneficiaries: Approximately 300 companies performing qualified research and development in Pennsylvania
benefit from this tax expenditure.
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KEYSTONE OPPORTUNITY ZONE

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

Description: The Department of Community and Economic Development has designated specific areas of
deteriorated property as keystone opportunity zones and keystone opportunity expansion zones.
Act 217 of 2002 allowed existing zones to expand to pre-authorized acreage limits and permitted
the creation of keystone opportunity improvement zones. The Governor proposed eleven
properties as keystone opportunity improvement zones by Executive Order on December 31,
2002.

Economic activity occurring in these zones is exempt from most local taxation for a period of
fifteen 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: 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.

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: 2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08
$ 142 $ 146 $ 187 $ 240 $ 236 $ 237 $ 227

Beneficiaries: Qualified businesses and residents of the designated zones within this Commonwealth benefit
from this tax expenditure.

COAL WASTE REMOVAL AND ULTRACLEAN FUELS TAX CREDIT

Authorization:  Act of May 12, 1999 (P.L. 26, No. 4).

Description: A tax credit is available for qualifying capital expenditures on facilities producing fuels from coal,
culm or silt. The credit can be used against sales and use tax, corporate net income tax and
capital stock/foreign franchise tax. The total cost of the credit is capped at $18 million per year.

Purpose: This tax credit provides an incentive for taxpayers to develop facilities dedicated to the production
of synthetic fuels within this Commonwealth while removing coal waste from the environment.

Administrative Costs: Costs to administer the Coal Waste Removal and Ultraclean Fuels Tax credit are borne by
the Department of Revenue and are considered to be nominal.

(Dollar Amounts in Millions)

Estimates: 2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08
NA NA NA NA NA NA NA

Beneficiaries: A small number of corporate taxpayers are expected to benefit from this credit program.
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EDUCATIONAL IMPROVEMENT TAX CREDIT

Authorization:  Article XX-B of the Public School Code of 1949 (P.L. 30, No. 14), as amended.

Description: A tax credit is available to banks, thrift institutions, title insurance and trust companies, and
insurance companies, as well as corporations doing business in Pennsylvania and subject to the
corporate net income tax and the capital stock/foreign franchise tax that contribute to non-profit
scholarship organizations or educational improvement organizations approved by the Department
of Community and Economic Development (DCED). A tax credit shall be granted to a business
firm providing proof of a contribution to a scholarship organization or an educational improvement
organization equal to 75% 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, nor is it refundable or transferable. A tax credit shall be
granted equal to 90% of the total amount contributed, if the business provides a written
commitment to DCED to contribute the same amount for two consecutive tax years. A tax credit
shall not exceed the tax liability of a business for any given taxable year, nor shall the credit
exceed $100,000 per business per taxable year. The total amount of tax credits approved for all
taxpayers cannot exceed $30 million in a fiscal year, with no less than $20 million for
contributions to scholarship organizations, and no less than $10 million for contributions to
educational improvement organizations.

Purpose: This program encourages taxpayers to contribute to scholarship organizations or educational
improvement organizations in order to promote expanded educational opportunities for students
in the Commonwealth.

Administrative Costs: Costs to administer Educational Improvement Tax credits 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: 2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08
$ 300 $ 300 $ 30.0 $ 300 $ 300 $ 300 $ 300

Beneficiaries  Approximately 850 companies and 180 scholarship organizations and educational improvement
organizations benefit from this tax expenditure.
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CORPORATION TAXES

Administrative Costs: Costs to administer various tax expenditures associated with the corporate net income tax
and the capital stock/foreign franchise tax cannot be separately identified. Tax
expenditures are a significant factor associated with the need for more compliance audits
and 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

2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08
$ 2.9 $ 3.0 $ 3.1 $ 3.2 $ 3.3 $ 3.4 $ 35

Selective Business Taxes
2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08

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
not modified or adjusted by Pennsylvania statute are not included below.

DIVIDENDS PAID

Description: A public utility is allowed a deduction for dividends paid on non-participating cumulative preferred
stock issued before October 1, 1942.

Purpose: This special deduction is pursuant to IRC section 247 that retains the dividend deduction that was
in effect at the time of the change in the federal code in 1942. It provides tax relief to public
utilities and also benefits customers to the extent it is reflected in lower utility rates.

(Dollar Amounts in Millions)

Estimates: 2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08
$ 0.3 $ 0.3 $ 0.3 $ 0.3 $ 0.3 $ 0.3 $ 0.3

Beneficiaries: A minimal number of public utilities 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.

Act 45 of 1998 increased the three-year carryforward period to ten years for tax years 1995 and
thereafter. This act provided a phase-in schedule of net loss deductions making the first ten-year
carryforward available in tax year 2005. Suspended losses from 1988 through 1994 could be
used variously against 1995 through 1997 tax years. Act 4 of 1999 increased the annual cap on
deductions to $2 million in each of the ten years following the loss, effective January 1, 1999. Act
89 of 2002 increased the ten-year carryforward period to twenty years for losses incurred in the
1998 taxable year and thereafter.

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: 2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08
$ 181.8 $ 190.2 $ 199.8 $ 207.7 $ 218.6 $ 2334 $ 255.1

Beneficiaries:  Approximately 33,000 businesses per year benefit from this tax expenditure.

TRIPLE-WEIGHTED SALES FACTOR

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. The sales factor in
the numerator of the corporate net income tax apportionment formula was multiplied by two and
the denominator was four. Act 4 of 1999 provided for the sales factor to be triple-weighted
beginning in tax year 1999. The sales factor in the numerator is multiplied by three instead of two
and the denominator is five.

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: 2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08
$ 707 $ 730 $ 748 $ 76.2 $ 795 $ 844 $ 922

Beneficiaries: Approximately 10,000 corporations operating in Pennsylvania may benefit from this tax
expenditure.
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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: 2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08
$ 122 $ 131 $ 140 $ 150 $ 16.0 $ 171 $ 183

Beneficiaries: Approximately 900 nonprofit corporations operating in Pennsylvania with unrelated business
income benefit from this tax expenditure.

PENNSYLVANIA S CORPORATIONS

Description: Corporations with a valid Pennsylvania S corporation election in effect for the taxable year are
exempt from the corporate net income tax. However, Pennsylvania S corporation shareholders
must include their distributive share of Pennsylvania S corporation income for Pennsylvania
personal 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 under
the corporate net income tax. Act 7 of 1997 provided conformity with the federal Small Business
Job Protection Act of 1996 by allowing an increase in the number of shareholders from 35 to 75,
effective January 1, 1997. Act 7 also permitted S corporations to have qualified subsidiaries.
The subsidiary can be either an S or a C corporation. Act 4 of 1999 eliminated the 25 percent
passive income test and waived the five-year waiting period with respect to corporations whose S
election was terminated for exceeding the passive income limitation.

Purpose: S corporations are often small, closely-held corporations and are believed to be major job
creators. This exemption provides an incentive for their existence within the Commonwealth.

(Dollar Amounts in Millions)

Estimates: 2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08
$ 4721 $ 500.7 $ 528.8 $ 554.6 $ 595.1 $ 649.9 $ 730.2

Beneficiaries:  Approximately 110,000 sub-chapter S corporations doing business in Pennsylvania could benefit
from this tax expenditure.
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LIMITED LIABILITY COMPANIES (LLCs)

Description: 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.
Act 45 of 1998 clarified that LLCs and business trusts classified by the federal government as
“disregarded entities” are not subject to the Pennsylvania corporate net income tax. Owners of
the LLC must include their share of corporate income for Pennsylvania personal income tax
purposes. The tax expenditure is the difference between what is paid by the owners under the
personal income tax and what the LLCs would have paid under the corporate net income tax.

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. By taxing LLCs at the personal income
tax rate, Pennsylvania is a more attractive place for these new companies.

(Dollar Amounts in Millions)

Estimates: 2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08
$ 1198 $ 159.2 $ 1835 $ 2044 $ 2316 $ 267.1 $ 316.9

Beneficiaries: Approximately 26,000 companies doing business in Pennsylvania benefit from this tax
expenditure.

COMMERCIAL PRINTERS

Description: The mere usage of commercial printer services in Pennsylvania by an out-of-state entity does not
create nexus for maintaining a place of business in Pennsylvania.

Purpose: The higher nexus standard ensures that Pennsylvania commercial printers will not lose business
due to a concern of the out-of-state customer that he may be subject to Pennsylvania taxation
only for such a printing contract.

(Dollar Amounts in Millions)

Estimates: 2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08
NA NA NA NA NA NA NA

Beneficiaries: A minimal number of corporate taxpayers benefit from 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 federal FICA (Federal Insurance Contributions Act) tax on employees’ tips.

Purpose: This deduction corrects for a change in federal law. In 1993, a credit was created in the Internal
Revenue Code. Taxpayers taking the credit may not also take a deduction for the amount of
FICA tax on employees’ tips. Pennsylvania does not permit the credit and instead allows this
additional deduction from federal taxable income.

(Dollar Amounts in Millions)

Estimates: 2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08
$ 0.8 $ 0.8 $ 0.8 $ 0.8 $ 0.8 $ 0.8 $ 0.8

Beneficiaries:  Approximately 7,000 eating and drinking establishments could 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 $125,000.
Act 23 of 2000 authorized the tax to be phased out through a 2 mill reduction to 8.99 mills for 2000, a 1.5 mill
reduction to 7.49 mills for 2001, and an annual 1 mill reduction for 2002 through 2008 until the tax is eliminated.
Act 23 of 2000 also eliminated the minimum payment. Act 89 of 2002 modified the Act 23 of 2000 phase-out
schedule by reducing the 2001 rate to 7.24 mills in 2002, further reducing the rate to 6.99 mills in 2003, and by
reducing the rate by 1 mill per year thereafter until the tax is eliminated for all tax years beginning after December
31, 2009. Act 89 of 2002 also suspended the automatic transfer of 0.25 mill of the tax to the Hazardous Sites
Cleanup Fund. Beginning in fiscal year 2002-03, the Hazardous Sites Cleanup Fund transfer will only occur if the
balance in the Fund is expected to fall below $5 million. The estimates in this analysis include only the General
Fund portion of the tax and reflect the Act 89 of 2002 phase-out.

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: 2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08
$ 8.4 $ 8.5 $ 8.3 $ 7.6 $ 6.6 $ 55 $ 43

Beneficiaries: Approximately 2,050 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 to be 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: 2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08
$ 3.5 $ 3.6 $ 3.4 $ 2.9 $ 2.4 $ 2.0 $ 15

Beneficiaries:  Approximately 450 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: 2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08
$ 316.9 $ 318.7 $ 3148 $ 2874 $ 2523 $ 211.3 $ 165.3

Beneficiaries: Approximately 8,800 corporations operating in Pennsylvania benefit from this tax expenditure.
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APPORTIONMENT FORMULA OPTIONS

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 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. These estimates measure the difference between the tax on capital
stock value apportioned using three-factor apportionment for those corporations choosing the
single-factor method and able to use the three-factor method.

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: 2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08
$ 842 $ 847 $ 834 $ 762 $ 66.8 $ 559 $ 436

Beneficiaries: Approximately 8,500 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: 2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08
$ 4.8 $ 4.9 $ 4.8 $ 4.4 $ 3.8 $ 3.2 $ 25

Beneficiaries: Approximately 15 companies doing business in Pennsylvania benefit from this tax expenditure.
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DEDUCTION FROM THE FIXED FORMULA

Description: For tax years beginning in 1997 and thereafter, corporations may deduct $125,000 from the
capital stock value which is then subject to apportionment to determine the taxable base. 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: 2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08
$ 520 $ 509 $ 483 $ 427 $ 36.2 $ 292 $ 221

Beneficiaries: Approximately 167,000 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: 2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08
$ 621 $ 625 $ 616 $ 56.2 $ 493 $ 412 $ 322

Beneficiaries:  Approximately 300 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. Due to the recent passage of the law, no cost
estimate is yet available; therefore, the estimates below reflect the special valuation for capital
stock/foreign franchise tax for regulated investment companies only.

Purpose: Regulated investment companies are corporations that derive at least 90 percent of their income
from dividends, interest, and gains on disposition of stock and securities. 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: 2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08
$ 307 $ 294 $ 283 $ 257 $ 223 $ 186 $ 144
Beneficiaries: At least 60 RICs, REITs and other related entities doing business in Pennsylvania benefit from

this tax expenditure. An unknown number of corporations may benefit from the provisions of Act
232 of 2002.

COMMERCIAL PRINTERS

Description: The mere usage of commercial printer services in Pennsylvania by an out-of-state entity does not
create nexus for maintaining a place of business in Pennsylvania.

Purpose: The higher nexus standard ensures that Pennsylvania commercial printers will not lose business
due to a concern of the out-of-state customer that he may be subject to Pennsylvania taxation
only for such a printing contract.

(Dollar Amounts in Millions)

Estimates: 2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08
NA NA NA NA NA NA NA

Beneficiaries: A minimal number of corporate taxpayers benefit from this tax expenditure.
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LIMITED LIABILITY AND RESTRICTED PROFESSIONAL COMPANIES

Description: Limited Liability Companies (LLCs) and Restricted Professional Companies (RPCs) are hybrid
business entities that combine the corporate characteristic of limited liability for all owners
(members) with the tax treatment of a partnership. Act 124 of 1998 provided that a bank or
banking organization may organize as an LLC for the sole purpose of marketing and selling title
insurance. Also an insurance agency may be organized as an LLC.

RPCs are limited liability companies performing restricted professional services. Restricted
professional services include chiropractic, dentistry, law, medicine and surgery, optometry,
osteopathic medicine, podiatry medicine, public accounting, psychology and veterinary medicine.
These types of business entities 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 $330 per resident member is imposed under the Associations Code, $25 of which is
credited to the Corporation Bureau'’s restricted account.

LLCs generally are subject to the tax. For the fixed formula valuation, the net worth of an LLC is
defined as an entity’s assets minus its liabilities as of the close of the tax year. The average net
income of an LLC classified as a partnership for federal income tax purposes is calculated by
allowing a reduction in the income or loss in any given year for distributions to materially
participating members. Act 45 of 1998 clarified that LLCs may utilize the single taxable asset
apportionment fraction.

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.

(Dollar Amounts in Millions)

Estimates: 2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08
NA NA NA NA NA NA NA

Beneficiaries: Approximately 26,000 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: 2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08

Nominal Nominal Nominal Nominal Nominal Nominal Nominal

Beneficiaries: A minimal number of business trusts and other entities formed for the securitization of student
loan assets are the beneficiaries of this tax expenditure.
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BUSINESS TRUSTS

Description: Act 23 of 2000 created an exemption 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: 2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08
NA NA NA NA NA NA NA

Beneficiaries: NA

UTILITY 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. Municipalities are entitled to exemptions.

A tax is levied at 50 mills on gross receipts from passengers, baggage, freight and oil transported within the
state; telephone and telegraph messages transmitted within the state; and at 44 mills on sales of electric energy.
The 44 mill tax rate on sales of electric energy is 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: 2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08
$ 5.2 $ 53 $ 5.4 $ 5.6 $ 5.7 $ 5.9 $ 6.0

Beneficiaries: The 31 municipally-owned utilities operating in the Commonwealth benefit from this tax
expenditure.
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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: 2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08
NA NA NA NA NA NA NA

Beneficiaries: 61 electric suppliers could potentially benefit from this tax expenditure.

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: 2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08
$ 135 $ 139 $ 141 $ 146 $ 149 $ 152 $ 156

Beneficiaries: The 13 cooperatives in the Commonwealth benefit from this tax expenditure.

TELECOMMUNICATIONS SALE FOR RESALE EXEMPTION

Description: Gross receipts from the sale for resale of telecommunication services to purchasers subject to the
utility gross receipts tax who subsequently resell the telecommunication services for final
consumption are exempt from the tax for tax years beginning after December 31, 1999.

Purpose: The sale for resale exemption is intended to ensure that telecommunication services are not
subject to double taxation under the utility gross receipts tax.

(Dollar Amounts in Millions)

Estimates: 2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08
$ 8.8 $ 9.7 $ 101 $ 105 $ 109 $ 113 $ 117

Beneficiaries: Approximately 475 telecommunication companies could 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 (with an additional 7.6 mills for the Public Transportation Assistance Fund). 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. The estimates in this portion of the analysis
include only the variable tax. The 7.6 mill portion of the tax is shown under the Public Transportation Assistance
Fund. 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.

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: 2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08
$ 2.8 $ 2.8 $ 2.9 $ 3.0 $ 3.1 $ 3.2 $ 3.4

Beneficiaries: The 419 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: 2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08
$ 2.4 $ 2.5 $ 2.6 $ 2.7 $ 2.8 $ 2.9 $ 3.0

Beneficiaries: The 419 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: 2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08
$ 5.5 $ 5.7 $ 6.0 $ 6.2 $ 6.4 $ 6.7 $ 7.0

Beneficiaries: The 68 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: 2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08
$ 4.8 $ 5.0 $ 5.2 $ 5.4 $ 5.6 $ 5.9 $ 6.1

Beneficiaries: The 86 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: 2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08
$ 3.0 $ 3.1 $ 3.2 $ 3.3 $ 3.5 $ 3.6 $ 3.7

Beneficiaries: The 454 municipal authorities and the 33 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 are removed from the PURTA tax base when electric generation is no

longer regulated as a public utility function. The electric competition statute 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: 2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08
$ 2438 $ 258 $ 26.8 $ 278 $ 289 $ 30.0 $ 312

Beneficiaries: The 23 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.

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: 2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08
$ 06 $ 0.5 -- - -- - -

Beneficiaries: Approximately 150 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 2 percent of gross premiums plus any retaliatory tax. A 3 percent rate is imposed on
insurance premiums for policies written with unlicensed insurers by a surplus lines agent. Marine insurance
companies are subject to a 5 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: 2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08
$ 6.6 $ 7.9 $ 8.4 $ 8.8 $ 9.4 $ 100 $ 107

Beneficiaries: The 78 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, Good Vision Plan, Inc., Medical Service Association of Pennsylvania (Blue Shield),
Pennsylvania Dental Service Corp., and Vision Service Plan of Pennsylvania.

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: 2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08
$ 236.4 $ 247.9 $ 266.1 $ 286.8 $ 306.8 $ 3294 $ 353.8

Beneficiaries: The 15 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: 2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08
$ 05 $ 0.6 $ 0.6 $ 06 $ 06 $ 0.7 $ 0.7

Beneficiaries: The 790 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: 2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08
$ 45 $ 45 $ 5.4 $ 2.1 $ 2.7 $ 3.6 $ 45

Beneficiaries: The 552 life, accident and health insurance companies doing business in Pennsylvania may
benefit from this tax expenditure.
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PROPERTY INSURANCE GUARANTY ASSOCIATION (PIGA) CREDIT

Description: A tax credit is available to companies that are members of the Pennsylvania Property and
Casualty Insurance Guaranty Association (PIGA). 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: 2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08
$ 16.7 $ 255 $ 3438 $ 395 $ 314 $ 229 $ 140

Beneficiaries: The 978 property and casualty insurers doing business in Pennsylvania benefit from this tax
expenditure.

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.

This tax is imposed annually on the value of shares as of January 1. The value of shares is a six-year
average calculated by dividing the total number of shares into the average of each of the previous six years’
quarterly average value of shares adjusted to exclude the value of United States obligations. The tax rate on the
dollar value of each taxable share of stock is 1.25 percent.

The bank and trust company shares tax contains no expenditures as defined for this tax expenditure analysis.
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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 principals 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: 2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08
$ 1.8 $ 2.0 $ 2.2 $ 1.9 $ 2.0 $ 2.1 $ 2.2

Beneficiaries: The 216 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: 2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08
$ 153 $ 16.2 $ 172 $ 181 $ 192 $ 203 $ 214

Beneficiaries: The 776 state and federal credit unions operating in Pennsylvania benefit from this tax
expenditure.
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General Fund Tax Expenditures

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 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: 2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08
$ 113 $ 115 $ 116 $ 118 $ 120 $ 122 $ 124
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: Food and beverages intended for