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THE GOVERNOR
March 8, 2011

To the People of Pennsylvania:

It is my great honor to present to you the first budget of my administration. With this budget, our state is set to once
again be the standard of excellence that other states are measured against in providing individual opportunity through
business growth, job creation, agriculture, transportation, tourism, energy production and education.

Our commonwealth’s financial challenges provide an opportunity to reassess our state government and choose a
course that will renew the principles upon which that government was founded. This budget refocuses the investment
of tax dollars in the core functions of government. Those functions include protecting public safety, maintaining the
human services safety net, providing educational opportunities and supporting free enterprise.

Fiscal discipline is the guiding principle for this budget: It was crafted with honesty and restraint. Many historic
programs that were not critical, essential or did not have a statewide impact have been proposed for elimination. What
remains is a more limited but vigorous government.

Limiting the size and scope of government allows the public a better understanding of their investments. In addition,
the details of this budget and future budgets will be more transparent and citizens will be able to judge the value and
return on their investments.

In education, this budget supports an agenda for excellence, a world-class education that enables all Pennsylvania
children to achieve to their full potential. Components of the education reform agenda include expanding quality
educational options, maximizing flexibility and providing mandate relief for local school districts, and raising the quality
of publicly supported education.

This budget also reflects the compassionate nature of Pennsylvanians. It supports programs that provide a helping
hand to our most vulnerable citizens and those most in need. However, the national economy continues to exert significant
pressures on the state budget. This budget supports critical programs to move people toward self-sufficiency while
redirecting and resetting all programs to achieve that mission.

This budget unleashes the potential for Pennsylvania innovation. It provides no increase in taxes and shrinks the size
of government, easing the burdens on families and businesses. It also reinstates the phase-out of the Capital Stock and
Franchise Tax, supports the use of tax credits for economic development, and revamps the Department of Community
and Economic Development to better support free enterprise and attract and retain entrepreneurs and job creators.

Pennsylvania is facing a protracted economic recovery that will take considerable time and effort to work through.
This budget is responsive to fiscal realities and addresses our challenges head on. This budget demonstrates our
commitment to taking ownership of our financial burdens and not passing them on to the next generation. This budget
embraces the great opportunity we have before us to reset state government and choose a course that will renew the
founding principles of our democracy’s covenant.

Pursuant to Article VIII, Section 12 of the Constitution of Pennsylvania, and Section 613 of the Administrative
Code of 1929 (71 P.S. Section 233), I am transmitting to your representatives in the General Assembly my proposed
budget for Fiscal Year 2011-12.

Sincerely,

oae ottt —

Tom Corbett

_/
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Budget Presentation
Award

PRESENTED TO

Commonwealth of Pennsylvania

For the Fiscal Year Beginning

July 1, 2010

President

Executive Director

The Government Finance Officers Association of the United States and Canada
(GFOA) presented an award of Distinguished Presentation to the
Commonwealth of Pennsylvania for its annual budget for the fiscal year
beginning July 1, 2010. This award is valid for a period of one year.

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

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

go to www.state.pa.us.
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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, Lottery Fund, Tobacco Settlement Fund and Budget Stabilization Reserve (Rainy
Day) Fund. It also provides summary information regarding 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 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 eleven selected special
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 outcome/effectiveness indicators, output/activity indicators, efficiency measures 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. 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. It also provides a brief
description by agency and appropriation of the changes recommended in the budget.

J. Statistical Data

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

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

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

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

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

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

PHASES OF THE BUDGET PROCESS

The state budget process can be divided into four 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 July 1 start of that fiscal
year. The first step of the preparation stage is the distribution of the budget instructions by the Governor's Budget
Office and program policy guidance by the Governor’'s Office. The program policy guidance defines major policy
issues, spells out priorities and provides policy direction to the agencies for budget preparation.

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

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

The Secretary of the Budget and his staff review agency budget requests for accuracy and for adherence to the
policy guidance. The Agency Program Plan and appropriation templates are used by the Governor's Budget Office
to analyze the agency requests and prepare funding recommendations for the Secretary of the Budget and the
Governor. Total agency requests must be brought into balance with total funds estimated to be available from
existing sources and any new revenue sources that are recommended. The Secretary of the Budget makes
recommendations to the Governor on the expenditure proposals contained in each agency budget request and, 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.

|
by .
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Budget Cycle in Pennsylvania
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Appropriations made to institutions not under the absolute control of the commonwealth are considered
nonpreferred appropriations and require a two-thirds vote of each House of the General Assembly for passage. The
passage of the General Appropriation Bill and other appropriation bills by the General Assembly and the passage of
any revenue measures which may be required to ensure a balanced budget constitute the legislative approval
phase of the budget process.

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

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

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

EXECUTION

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

AUDIT

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

|
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The Capital Budget Process

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

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

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

The Governor’s capital project recommendations along with any additions or deletions made by the General
Assembly are contained in a separate bill usually known as the Capital Budget Project Itemization Act. This bill,
along with the Capital Budget Act which contains the maximum debt limitations for the next fiscal year beginning
July 1, must be passed by both Houses of the General Assembly and presented to the Governor for signature. The
Governor reviews the projects contained in the Capital Budget Project Itemization Act taking into consideration his
priorities, the importance of the project and the impact the project will have on agency operating budgets. The
Governor may approve the bill as is or item veto parts or all of the amounts contained in the bill. Any item veto may
be overridden by a two-thirds vote of each House of the General Assembly.

The Governor’s approval of the Capital Budget Project Itemization Act is the final stage of the capital budget
approval process.

Each year, even if a capital 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 ltemization 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 Governor's Budget Office for consistency with the Governor's priorities and policies. Projects
approved by the Governor's Budget Office are scheduled for release — first for design and, 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 fiscal year.

The reader is referred to Section F Capital Budget, which contains the Governor’s recommended capital budget
and five-year capital program, including funding sources and amounts needed to support capital programs. Pages
F3 and F4 briefly describe the seven categories of capital projects and the contents of the three subsections: 2011-
12 New Project Authorizations; Forecast of Future Projects; and Estimate of Capital Expenditures.
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The Structure of the Budget

THE COMMONWEALTH PROGRAM PLAN

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

The first commonwealth program, Direction and Supportive Services, includes the costs of supporting
administrative functions which affect the overall operations of the commonwealth. Another, commonwealth program,
Debt Service, includes the resources to meet the timely payment of commonwealth debt obligations. Debt Service is
shown as a separate commonwealth program and is not merged with program expenditures so that direct program
expenditures may be seen more clearly. The six remaining commonwealth programs are substantive in nature and
deal with costs related to their program titles: Protection of Persons and Property; Education; Health and Human
Services; Economic Development; Transportation; and Recreation and Cultural Enrichment.

Each of the 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. Program explanations, analyses and measures are shown by program subcategory within individual
departments in Section E Department Presentations. To clearly show the link between the Commonwealth Program
Plan programs, program categories and agency program subcategories, identical or similar program amd program
category titles have been used Section B.

THE DEPARTMENTAL PRESENTATION

Recommendations for the continuation of current programs are shown within departmental program
subcategories. Recommendations for major program changes are identified as department or agency Program
Revision Requests (PRRs) which provide explanations and justification for the change.

In addition to the budget year recommendations, four-year projections of financial data and program measures
show the future implications of the budget 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 budgeted level of
commitment. This concept, that the four-year projections of financial data are solely based on the the future
implications of the recommendations and policies proposed in the budget year with no additional actions anticipated,
is known as “current commitment”.

Descriptive information and detailed samples are shown in the following pages to assist the reader in
understanding the individual agency presentations
found in Section E.

Summary By Fund And Appropriation

This part of the department or agency presentation identifies the state appropriations and those federal funds,
augmentations and other funds which supplement the activities funded by an 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;
Farm Products Show; Fish; Game; Keystone Recreation, Park and Conservation; Lottery; Racing and
Tobacco Settlement Funds and the appropriations or executive authorizations made from those funds.

“(F)” identifies a federal appropriation by the General Assembly or an executive authorization by the Governor
to spend 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 is an example of an
augmentation.

“(EA)” After the title of an appropriation identifies an executive authorization made in the name of the
Governor to spend monies previously appropriated through blanket action of the General Assembly. General
Operations in the Farm Products Show Fund is an example of an executive authorization.

“(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 (subcategory) presentation provides a narrative and financial explanation of the activities of the
program. These include:

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

Narrative — Describes program services and activities.

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

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 Measures — Indicates the activities and outcomes funded by the program and the expected impact of
the proposed budget on those activities and outcomes.

Section H, Other Special Funds Appendix, provides brief descriptive and financial data for those special funds of
the commonwealth not given an expanded treatment in other sections of this document.
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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 Governor to spend state
monies.

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

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

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

5 .
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Summary by Fund

GENERAL FUND:
General Government:
General Government Operations ..........ccccccrniininnnennniss e
(F) Surface Mine Conservation
(A) Department SEIVICES ........ccoiiuiieiiiieeiieee e,

SUDBOtAl ..o,

Environmental Program Management ..........ccccviieeniiinninsnnnnnnnes,
(F) Coastal Zone management..................
(F) Storm Water Permitting Initiative
(A) Safe Drinking Water Revolving Fund Administration ................
(R) Sewage Facilities Program Administration (EA) ........ccccceennee..

SUDBOtal ...

Subtotal - State FUNAS ..........ccccovieiieiiiiie e,
Subtotal - Federal Funds
Subtotal - Augmentations...........cccvviieiiiiie e
Subtotal - Restricted Revenues............ccccceeveeevccviieeeeennnee,

Total - General Government............cccceeeevvieeeiieeeecieeeenee,

Grants and Subsidies:

Sewage Facilities Planning Grants............cccceccviinnienisnnsicncsnnnen,
Sewage Facilities Enforcement Grants.....

Delaware River Master..........ccccccevviccnnnes
Ohio River Basin Commission...................
Susquehanna River Basin Commission ...
Delaware River Basin Commission....
Chesapeake Bay COMMISSION .......cccccvvveciierrninncnnses s,

Total - Grants and Subsidies............ccccceeeiiiiiiiicciceee,

STATE FUNDS ... e,
FEDERAL FUNDS
AUGMENTATIONS
RESTRICTED REVENUES .........ccoiiiiii e

GENERAL FUND TOTAL .....c.cooririninennnnini s sss e,

MOTOR LICENSE FUND:

General Government:
Dirt and Gravel Roads ........cccccceeriiiicccecereresssccnere e ssme e s

MOTOR LICENSE FUND TOTAL .....cccciiiimrnrsmsnnimsnsssssnssssss s,

OTHER FUNDS:

GENERAL FUND:
Safe Drinking Water ACCOUNt .........couiiiiiiiieiie e,

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

DEPARTMENT TOTAL - ALL FUNDS
GENERAL FUND
SPECIAL FUNDS
FEDERAL FUNDS ...t e,
AUGMENTATIONS ..o
RESTRICTED..............

OTHER FUNDS

TOTAL ALL FUNDS.........ccoirmrnnnnnns s,
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Environmental Protection

and Appropriation

(Dollar Amounts in Thousands)

2009-10 2010-11 2011-12
ACTUAL AVAILABLE BUDGET
..................... $ 14,800 $ 15,000 $ 15,200
..................... 413 630 680
..................... 154 75 75
..................... $ 15,367 $ 15,705 $ 15955
..................... 21,325 21,424 22,524
..................... 4,700 4,700 4,700
..................... 2,300 2,300 2,300
..................... 91 85 85
..................... 1,500 1,500 1,500
..................... $ 29,916 $ 30,003 $ 31,109
..................... $ 36,125 $ 36,424 $ 37,724
..................... 7,413 7,630 7,680
..................... 245 160 160
..................... 1,500 1,500 1,500
..................... $ 45,283 $ 45714 $ 47,064
..................... $ 1,000 $ 1,000 $ 1,000
..................... 2,500 2,500 2,600
..................... 94 94 94
..................... 10 14 16
..................... 490 500 490
..................... 1,000 1,000 1,000
..................... 190 200 200
..................... $ 5284 $ 5,308 $ 5,400
..................... $ 41,409 $ 41,732 $ 43,124
..................... 7,413 7,630 7,680
..................... 245 160 160
..................... 1,500 1,500 1,500
..................... $ 50,567 $ 51,022 $ 52,464
..................... $ 4,000 $ 4,000 $ 4,000
..................... $ 4,000 $ 4,000 $ 4,000
..................... $ 549 $ 658 $ 470
..................... $ 5,500 $ 5,500 $ 5,500
..................... $ 41,409 $ 41,732 $ 43,124
..................... 4,000 4,000 4,000
..................... 7,413 7,630 7,680
..................... 245 160 160
..................... 1,500 1,500 1,500
..................... 6,049 6,158 5,970
..................... $ 60,616 $ 61,180 $ 62,434

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

Identifies one of a group of special funds which are
presented fully in Section C: Summary by Fund. For
purposes of this presentation, State funds include
the General, Motor License, Banking Department,
Boat, Farm Products Show, Fish, Game, Keystone
Recreation, Park and Conservation, Lottery, Racing
and Tobacco Settlement funds.

Identifies selected restricted accounts.

Identifies one of a group of special funds which are
presented on a limited basis in Section H: Other Special
Funds Appendix.
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Program Presentation

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

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

General Government Operations — Identifies a
specific appropriation.

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

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

@ COMMONWEALTH OF PENNSYLVANIA
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PROGRAM OBJECTIVE: To protect and improve t
the health and safety of the citizens of the commoi
or unnecessary radiation from natural and man-mac
exposure and to manage water and mineral resourc
destruction and depletion while allowing economic |

Program: Environmental Protection

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

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

Program Recommendations: This budget re

General Government Operations
$ 200 —to continue current program.

Environmental Program Management
$ 100  —to continue current program.

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

$ 1,100  Appropriation Increase

Appropriations within this Program:

2009-10 2010-11
Actual Available

GENERAL FUND:
General Government Operations ............. $ 14,800 $ 15,000
Environmental Program Management...... 21,325 21,424
Sewage Facilities Planning Grants........... 1,000 1,000
Sewage Facilities Enforcement Grants ... 2,500 2,500
Delaware River Master............ccccooeeenns 94 94
Ohio River Basin Commission ................. 10 14
Susquehanna River Basin Commission .. 490 500
Delaware River Basin Commission ......... 1,000 1,000
Chesapeake Bay Commission ................. 190 190
Program

2009-10 2010-11
Protection of Air Quality

Air quality-staff hours per permit................. 193 172
Air quality permits in effect .............ccceeee. 1,666 1,800
Air emission inspections performed............ 10,656 11,000
Percentage of population in counties

attaining the ambient ozone standard....... 67% 67%

Percentage of population in counties
attaining the ambient PM-2.5
(fine particulate) standard .............cccec.... 44% 44%

I
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Environmental Protection

rove the quality of the air, water and environment for
mmonwealth, to protect the people from dangerous
1-made sources, including occupational and medical
sources in a way which ensures against their undue
mic benefits from their use.

Identifies the agency being presented.

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

Program — The agency program focuses upon

jion and Management

CLEAN AIR

Program Element: Protection of Air Quality

Emissions of air contaminants are closely monitored and controlled
by the department to protect public health as required by the Federal
Clean Air Act, the Pennsylvania Air Pollution Control Act of 1960 and
regulations adopted under the acts. Pollutants of primary concern
include ground-level ozone, suspended particulates, sulfur and nitrogen
oxides, volatile organic compounds and toxic air pollutants. Only 66
percent of the population of Pennsylvania lives in counties attaining the
8-hour National Ambient Air Quality Standard for ground-level ozone.
Forty-four percent of the population lives in counties attaining the
federal ambient standard for fine particulate pollution. Small particles
and toxic air pollutants they carry with them can aggravate or cause
respiratory ailments.

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

Sewage Facilities Enforcement Grants

$ 100  —to continue current program.
Ohio River Basin Commission
$ 2  —to continue current program.
Susquehanna River Basin Commission
$ —-10  —nonrecurring project.
Chesapeake Bay Commission
$ 10  —to continue current program.
(Dollar Amounts in Thousands)
2011-12 2012-13 2013-14 2014-15 2015-16
Budget Estimated Estimated Estimated Estimated
$ 15200 $ 15200 $ 15,200 $ 15200 $ 15,200
22,524 22,524 22,524 22,524 22,524
1,000 1,000 1,000 1,000 1,000
2,600 2,600 2,600 2,600 2,600
94 94 94 94 94
16 16 16 16 16
490 490 490 490 490
1,000 1,000 1,000 1,000 1,000
200 200 200 200 200
Measures
201112 201213 2013-14 2014-15 2015-16
172 172 172 172 172
2,000 2,350 2,600 2,850 2,850
11,000 11,000 11,000 11,000 11,000
67% 68% 100% 100% 100%
48% 48% 90% 90% 90%

GoveERNOR'’s ExecuTive BubceT 2011-2012

objectives which can be measured in terms of
quantifiable impact.

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

Narrative — Describes program services and
activities.

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

1
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Reader’s Guide

Basis of Budgeting and
Basis of Accounting for Financial Reporting

Basis of Budgeting For Control and Compliance — Modified Cash Basis

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

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

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

Budgets are statutorily adopted each fiscal year for the General Fund and the following special revenue funds:
Banking Department, Ben Franklin Technology Development Authority, Emergency Medical Services Operating,
Energy Conservation and Assistance, Hazardous Material Response, HOME Investment Trust, Milk Marketing,
Motor License, and Workmen’s Compensation Administration. However, not all special revenue funds are controlled
by statutorily adopted budgets. Controls over spending in such special revenue funds are maintained by use of
spending limits (executive authorizations) established by the Governor, within parameters established by the
General Assembly. Budgets are also statutorily adopted for the administration of the State Employees’ Retirement
and Public School Employees’ Retirement Funds and for portions of the State Stores, Tobacco Settlement and
Tuition Account Guaranteed Savings Program Funds.

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

Basis of Accounting for Financial Reporting — GAAP Modified Accrual Basis

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

Accounting Differences in GAAP Financial Reporting versus Budgetary Reporting

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

|
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Significant Financial Policies

A summary of significant financial management policies of the commonwealth is presented below.

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

Budget Stabilization Reserve Fund — Act 91 of 2002 provided for this fund effective July 1, 2002 to eventually
establish a reserve fund amounting to 6 percent of the revenues of the General Fund. For the fiscal year beginning
July 1, 2002 and in any fiscal year thereafter in which the Secretary of the Budget certifies that there is a surplus in
the General Fund, 25 percent of the surplus is to be deposited by the end of the next succeeding quarter into this
fund. In certain fiscal years legislation has provided for a transfer of an amount not equal to 25 percent for that
fiscal year. Act 46 of 2010, signed July 6, 2010, transferred $745,000 to the General Fund. Additional information
on this fund, commonly referred to as the Rainy Day Fund, is found in Section A.1.

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

Debt Issuances — The commonwealth constitution permits debt to be issued for capital projects in approved capital
budgets; purposes approved by voter referendum and (response to disasters. The constitution limits outstanding
capital budget debt to 1.75 times the average tax revenues during the previous five fiscal years. Voter approved and
disaster relief debt are not subject to the constitutional debt limit. Capital projects addressing health, safety and
public protection receive top priority for activation. Additional information on public debt and debt policies is found in
the Section G Public Debt.

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

e General Obligation pledges are the preferred source of security.

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

e moral obligation pledges should not be provided.

e revenue pledges are to be used by independent agencies.

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

¢ debt service should not exceed four percent of revenues.

¢ highway projects should be funded from current revenues.

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

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

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

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

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

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

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

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

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

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

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

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

e Federal Transfers — The amount of expenditures anticipated to occur in the State Appropriation or Executive
Authorization in the first instance and then transferred to a related Federal Appropriation or Executive
Authorization.

e Non-Federal Transfers — The amount of expenditures anticipated to occur in the State Appropriation or
Executive Authorization in the first instance, and then transferred to another State Appropriation or Executive
Authorization or Other Funds source within the same or a different Commonwealth Fund.

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

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

e Federal Expiration — The amount of lapse of Appropriation or Executive Authorization authority from a
Federal Appropriation or Executive Authorization.

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

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

Capital Budget: The capital budget is that 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.
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Character of Expenditure: A classification of appropriations according to their general purpose: general
government, institutional, grants and subsidies, capital improvements and debt service.

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

Current Commitment: Current level of services; when used in projecting costs, the future cost consequences of
current program policy. Also referred to as “Cost to Carry.”

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

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

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

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

Federal Fiscal Year (FFY): A twelve-month period beginning October 1 and ending September 30 of the following
calendar year which is used as the federal accounting and appropriation period. Referred to by the year in which the
fiscal year ends. For example, October 1, 2010 to September 30, 2011 would be FFY 2011.

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

Fiscal Year: A twelve-month period beginning July 1 and ending June 30 of the following calendar year which is
used as the state’s accounting and appropriation period. In the accounting system, referred to by the year in which
the fiscal year begins, for example, July 1, 2010 to June 30, 2011 would be Fiscal Year 2010. In the budget
document, referred to by using both calendar years in which the fiscal year spans, for example, July 1, 2010 to June
30, 2011 would be Fiscal Year 2010-11.

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

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

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

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

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

Initiative: (see also the definition of Program Revision Request) Changes in program purpose, level or activity as
the result of changes in policy, statute, regulation or court direction which result in dollar increases or decreases too
low to require submission of a Program Revision Request (i.e., less than $200,000 or 15 percent of an
appropriation, whichever is greater) are identified as Initiatives. Cost increases to operate an existing program
without change in policy, law or regulation such as increased fuel costs at an institution or increased rental costs for
regional offices are current commitment costs and are not identified as Initiatives.

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

Lapse: The return of unencumbered or unexpended monies from an appropriation or executive authorization to the
fund from which the money was appropriated. Most appropriations are for one fiscal year and any unencumbered
and unexpended monies usually lapse 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 outcome
indicators. Ideally accomplishments are intended effect (impact) upon individuals, the environment and institutions.
The intended effect should be quantifiable and achievable within a specific time and stated resources and contribute
toward pursuing the goals of the commonwealth. Objectives are found at the program subcategory level.

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

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

Organization Element: The agency activity or set of activities which produce an output or group of related outputs
which contributes to the accomplishment of the objective of a single program subcategory. Organization elements
are the basic units of the program structure of the budget.

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

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

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

Program Policy Guidelines (PPG): Issued by the Governor, the policy guidelines identify those problems
confronting the commonwealth which are of major concern. The guidelines initiate the budget process in that they
ask for a preliminary assessment of alternative program changes which respond to the Governor's concerns.
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Program Revision Request (PRR): The PRR is the means by which the agency proposes a new program or a
major change in an existing program. A PRRs is required when an agency is requesting an increase or decrease of
more than 15% of an appropriation, but a PRR is not required if that 15% does not exceed $200,000. The PRR
reflects the guidance provided by the Governor’'s annual Program Policy Guidelines, results obtained from special
analytic studies, and needs or demands considered relevant by the Governor.

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

Program Subcategory: A subdivision of a program category. The subcategory focuses upon objectives 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 operating result that may occur in a fund at the end of a fiscal year, whereby expenditures are less
than the fund’s beginning balance, revenues/receipts and lapses during the same period. The surplus funds become
available for appropriation during the following fiscal year.
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Federal Funds Identification

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

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

ID

JAG
LIHEABG
LSTA
LWCF
MA
MAGLOCLEN
MCH
MCHSBG
MH/MR
MHSBG
MR
NCHIP
NEA
NICS
NSF
OEP
OSM
PHHSBG
RSAT
SABG
SAFETEA
SCDBG
SDA
SSA
SSBG
SSI
TANFBG
USFWS
VA
VOCA
WIA
WIC
YDC
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Americans with Disabilities Act

Appalachian Regional Commission

American Recovery and Reinvestment Act

Block Grant

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

Drug Control and Systems Improvement

Safe and Drug Free Schools and Communities
Department of Energy

Economic Development Administration

Equal Employment Opportunity Commission
Emergency Management Assistance Compact
Emergency Medical Services

Environmental Protection Agency

Energy Policy and Conservation Act

Elementary and Secondary Education Act

Federal Emergency Management Agency

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

Federal Transit Administration

Health Insurance Portability and Accountability Act
Health and Human Services

Department of Housing and Urban Development
Intellectual Disabilities

Justice Assistance Grants

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

Land and Water Conservation Fund

Medical Assistance

Middle Atlantic Great Lakes Organized Crime Law Enforcement Network
Maternal and Child Health

Maternal and Child Health Services Block Grant
Mental Health/Mental Retardation Services

Mental Health Services Block Grant

Mental Retardation

National Criminal History Improvement Program
National Endowment for the Arts

National Instant Check System

National Science Foundation

Office of Emergency Preparedness

Office of Surface Mining

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

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

Social Security Act

Social Services Block Grant

Supplemental Security Income

Temporary Assistance to Needy Families Block Grant
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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FiscAL AND
PrROGRAM PoLIicY DIRECTION
AND BUDGET THEMES

The Fiscal and Program Policy Direction section immediately following this
page presents the fiscal and program policies that guided the development
of the 2011-12 Governor’s Executive budget. The revenue and expenditure
recommendations included in this budget seek to provide a solid fiscal
foundation for the governor to successfully address his vision, goals and
program priorities for Pennsylvania.

This section summarizes the governor’s recommended budget initiatives
within the following budget theme presentations: Overview; Free Enterprise —
An Agenda for Jobs; and Education — A World-Class Education that Enables
All Pennsylvania Children to Achieve Their Full Potential. Theme topics vary
from year to year based on the funding priorities established by the governor
and the recommended budget initiatives proposed in the budget. Themes may
include program revision budget recommendations. If so, detailed program
revision presentations, including discussion of the program revision and
its associated program measures, funding recommendations and costs by
appropriation can be found in Section E Department Presentations within the
agency responsible for leading the program revision implementation.
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Fiscal and Program Policy Direction

This section presents the fiscal and program policies that guided the
development of the 2011-12 Governor's Executive Budget. The commonwealth
faced significant financial challenges during the past three fiscal years and in
response instituted operating and program reductions to help address significant
budget shortfalls. The ongoing weak national and state economies coupled with
projections of a slow recovery will again impact state revenues and program
spending levels in 2011-12. Nonetheless, agencies are expected to rise to the
challenge to continue to efficiently and effectively provide quality services to
Pennsylvania citizens.

In August 2010, the Governor's Budget Office issued the annual budget
instructions, a key budget development policy document, to assist agencies develop
their 2011-12 budget requests.

The 2011-12 Budget Instructions directed agency heads, program managers
and fiscal officers to closely coordinate all aspects of the development of agency
budget requests. All data and analysis required to adequately explain and defend
requests was to be included in the budget request. Agencies were to develop plans
and policies designed to make program operations more efficient and effective and
explain how these plans and policies relate to the agency’s mission, goals and
objectives. In addition, agency budget requests were to reflect each agency’s
ongoing critical evaluation of its current programs and activities and include
proposed reductions, revisions, reorganizations and expansions in programs
consistent with that critical evaluation. Agencies were to prepare 2011-12 budget
requests building upon the administrative spending constraints and operational
efficiencies initiated during past agency budget planning cycles and make every
possible effort to eliminate nonessential spending and deliver essential services at
reduced cost.

In addition, agencies were not to propose new information technology projects
unless the projects were approved through the “Community of Practice” review
process managed by the Office for Information Technology. As part of that process,
all major IT requests must first be reviewed by OIT and the Governor's Budget
Office and approved by OIT. Major IT project requests not approved by OIT would
not be funded through the budget process.

The budget instructions directed agencies to strengthen their multi-year
planning efforts to realistically reflect future-year consequences of actions proposed
in their 2011-12 budget requests. Expected trends in eligible populations served,
mandated service levels and the potential for improved program and/or
administrative efficiencies were among the factors agencies were to consider when
preparing multi-year projections.

The 2011-12 budget planning process continues to emphasize performance
measurement goal-setting as the core component of budget planning. Agencies
were directed to highlight in their budget submissions their overall approach to
programming within the framework of a strategic plan. Highlights were to include
specific proposals to improve the efficiency and effectiveness of program operations,
initiatives and changes in program direction, and the way proposals relate to agency
mission, goals and objectives. Agencies also were told to refine and improve
program performance measures so that the Governor’'s Budget Office could better
assess agency program effectiveness, efficiency and base program activity levels.
The primary goal of the budget review process was to evaluate the impact each
agency’s proposed expenditure levels would have on the achievement of its mission
and programmatic goals, utilizing the most efficient methods possible.
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The budget instructions also provided guidance on the submission of Capital
Budget project requests. When proposing capital projects, agencies were to
consider the broader operating program objectives and outcome measures the
capital project was intended to serve. Agencies were told that no capital project
requests would be recommended for funding unless their requests included a
detailed estimate of annualized operating cost changes or impacts, including new
positions required, that would result from completion of the capital project.

The Governor’s Budget Office provided additional budget guidance to agencies
in September 2010. The Governor's Budget Office noted that growing state pension
liabilities, increasing state correctional institution offender populations and an aging
Pennsylvania population requiring more costly services would continue to place
significant pressure on the commonwealth’s 2011-12 budget and the demand for
state government programs and services.

The Governor’'s Budget Office provided direction on the continued development
and submission of program performance measures. Agencies were to reexamine
current program performance measures and modify measures as appropriate.
Agencies also were to submit performance measures that would measure levels of
organizational activity, qualitative and quantitative outcomes resulting from program
activities and the efficiency with which resources were used to produce program
outcomes. Agency were told that results-based plans and program performance
data would be considered as decisions were made on statewide spending priorities
and resource allocation between various agency budgets.

The Governor's Budget Office also directed agencies to submit budget
proposals to manage operations as efficiently as possible and to reallocate positions
within existing filled complement levels to support critical activities. Agencies were
to budget for mandatory costs only, such as legal, contractual, statutory and other
required costs, and for current filled positions only. As typical for fiscal years in
which bargaining agreements expire, agencies were not to budget for general salary
increases or longevity increases for agreements expiring June 30, 2011. Agencies
were to fund vacant authorized positions on state General Fund appropriations at no
more than 13 pay periods and agencies were to provide a legal or statutory program
mandate justification for all vacant position requests.

The reader is referred to the agency program presentations in Section E
Department Presentations for specific budget recommendations for each program
appropriation. The reader is also referred to the 2011-12 Budget in Brief, a separate
booklet, for summary information on the 2011-12 Governor's Executive Budget,
including recommended program changes and funding levels in pursuit of the
administration’s policy and program direction for the commonwealth.
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Overview

With this budget, Pennsylvania is set to once again be the standard of excellence that other states are
measured against in providing individual opportunity through business growth, job creation, agriculture,
transportation, tourism, energy production and education. Our commonwealth’s current financial challenges
provide an opportunity to assess our state government and choose a course that will renew the principles upon
which that government was founded. In reflecting upon those principles, this budget moves to realign
government spending and priorities to those core functions of government that protect our life and liberty, allow
for the pursuit of happiness and support the educational needs of our citizens and communities.

The magnitude of the fiscal challenge confronted in crafting this budget is unprecedented in recent memory.
The current size and scope of state government would create a budget gap of approximately $4 billion in fiscal
year 2011-12. The enacted 2010-11 budget was around $28 billion in comparison to 2002-03 when it was just
over $20 billion. Spending in the budget increased $7.6 billion, or 37 percent, over that period of time. Base
revenue, however, increased at only 25 percent over the same time period. That simple comparison highlights a
state government spending beyond its means.

Previous budgets relied on one-time revenues sources, accounting maneuvers, temporary fund redirections
and most notably federal stimulus funds to bring the budget into balance. Last year alone, $2.7 billion in federal
stimulus funds supported Medical Assistance, education and corrections programs. An additional $750 million in
one-time revenue supported existing programs or operations. Essentially all of these one-time maneuvers have
been utilized, and federal stimulus funds have expired. Consequently, the commonwealth must now address the
structural deficit between its historical spending and available revenues.

This budget responds to the current fiscal realities. Through this budget, we take on and address our
financial burdens and do not pass those burdens on to future generations. We accept the challenge that is
before us and the covenant we have with future generations as trustees of the commonwealth’s resources.

Fiscal discipline is the guiding principle for this budget. This budget focuses the public investment in areas
accepted as core functions of government: protecting the public, supporting the education of our citizenry, and
protecting our most vulnerable populations. Many programs that were not critical, essential, or did not have a
statewide impact have been proposed for elimination. Programs where the return may not have been worth the
investment have also been eliminated. What remains is a more limited but vigorous government.

Limiting the size and scope of government allows the public a better understanding of their investments. In
addition, the details of this budget and future budgets will be more transparent, and the public can judge the
value and return on those investments. This transparency will result in greater accountability, on the investment
and how we manage those investments.

Fiscal Discipline

Central to maintaining fiscal discipline is recognizing that our citizens know best how to spend their own
money and refraining from imposing any additional tax burdens. To that end, this budget contains no increase in
taxes. It does reinstate the phase-out of the Capital Stock and Franchise Tax, easing a significant burden for
industries in the commonwealth and allowing them to create jobs and greater economic opportunities for our
citizens. Respected national studies consistently conclude that those states that are fiscally well-managed and
constrain spending and cut taxes, are also the leaders in economic performance and job creation. This fiscally
responsible budget lays the foundation for additional job creating tax cuts in future years such as the reduction
in the Corporate Net Income Tax, elimination of the Inheritance Tax, and elimination of the cap on the Net
Operating Loss allowance.

Further, this budget eliminates 103 budget line-items, cutting nearly $850 million in annual spending. Many
of these line-items could be characterized as legislative initiatives, discretionary accounts, earmarks or “walking
around money” (also known as WAMS). Total spending in this budget is reduced 3.1 percent from the previous
year’s enacted budget, and this budget resets overall state spending near 2008-09 levels.

This budget was crafted with honesty and restraint. It is built on conservative estimates of revenue to be
received from the citizens of the commonwealth and the spending needs and priorities to meet our
responsibilities to our citizens.
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Limited but Vigorous Government

By focusing our resources, we are rebuilding the foundation for future prosperity and job growth while
supporting our citizens in meeting their basic needs. This budget allocates state resources to the core
responsibilities of government. In doing so, we can aggressively protect the public, effectively promote future
opportunity, and we can efficiently support our most vulnerable citizens.

This budget also sets in motion the plan for continued improvements in government efficiencies and
effectiveness in the years to come. Between this budget and the next budget proposal, we will assess all
commonwealth assets and resources and propose innovative and cost-effective approaches to providing
government services.

Government Reform and Limited Government

Pennsylvanians deserve to have confidence in their government. To that end, Pennsylvania’s taxpayers
deserve to know how their tax dollars are being spent and what the return is on their investment. As part of this
year's budget introduction, we unveil an online budget dashboard on the commonwealth website. This
dashboard provides budget information by revenue source and department spending by appropriation and
program. This is the first step in making virtually all state financial information available online to our citizens.
The governor's entire budget is also available online.

The development of the 2011-2012 Governor's Executive Budget entailed a line-by-line review of every
expenditure and appropriation from a zero base. This zero-based approach will be used year after year to
ensure that programs do not simply grow with inflation but are actually achieving their desired purpose while
building in improvements and efficiencies. Further, all programs are expected to prove their effectiveness, and
that effectiveness will continue to be reported through our performance measures. This budget reduces the cost
of doing business by more than 4 percent and begins the effort to reduce the overall cost of doing business by
10 percent over the next four years.

As promised, this budget launches efforts to streamline state government and achieve efficiencies. The
commonwealth is already eliminating per diems for state employees; a number of complementary services have
been consolidated; reviews of existing boards and commissions have begun; and the vehicle fleet is being
reduced. These efforts, however, are only the beginning. Our plans to refocus and improve government
investments and operations will need to accelerate in the years ahead.

This budget refocuses the investment of taxpayer dollars on the core functions of government, which will
result in private-sector job creation and economic opportunities. Those core functions of government include:
protecting public safety, maintaining the human services safety net, providing educational opportunities for our
youth, and supporting free enterprise in the commonwealth.

Public Health and Safety

The core function of government is protecting the health and safety of its citizens. This budget reflects the
public health and safety priorities of the commonwealth in the Departments of Health and Corrections,
Pennsylvania Commission on Crime and Delinquency, Board of Probation and Parole, Pennsylvania State
Police, Department of Military and Veterans Affairs and other agencies.

To continue to manage a population of 50,000 inmates and provide for the safety of our communities,
funding for Pennsylvania’s correctional institutions is slightly increased, as is funding for inmate education and
training to reduce recidivism and thereby lower corrections costs. Funding for additional parole officers is
included in this budget to address the backlog of eligible parolees and to transition them into productive
opportunities, relieving cost pressures on our corrections system.

To maintain trooper levels adequate to protect Pennsylvania citizens, this budget maintains support for two
Pennsylvania State Police cadet classes in 2011-12, increasing the number of State Police troopers to
approximately 4,400. The Pennsylvania State Police is the primary law enforcement agency for the many
communities in the commonwealth. At these trooper levels, Pennsylvania’s highways will be patrolled
adequately and law enforcement support will be present in our communities.

This budget seeks to expand the reach and effectiveness of a number of crime and violence prevention
efforts through greater alignment and consolidation of programs within the Pennsylvania Commission on Crime
and Delinquency. Aligned programs include several intermediate punishment programs that should serve to
more effectively address the root cause of criminal behavior. These programs will help prevent crime from
occurring in the first place, provide treatment of causes so crimes are not repeated, and provide support for
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reentry into the community. In addition, more than $2 million is allocated specifically for the safe schools
initiative. Successfully addressing all of these issues will make our communities safer and ease the pressure on
our corrections system.

Pennsylvania police departments often face violent situations that require medical support. Law
enforcement and military services have long recognized that tactical emergency medical support of special
operations can enhance the probability of mission success. This type of support requires a unique expertise,
which is complementary to the basic qualifications of emergency medical services providers. To support these
operations, the Department of Health will launch a Tactical Emergency Medical Support (TEMS) program to
develop law enforcement and medically trained personnel who have the ability to assess medical threats, render
immediate medical care in hazardous environments, and provide logistical support that will further the health
and safety of law enforcement personnel and reduce the incidences of injury, illness, disability and death
associated with training and tactical operations. TEMS is an investment in the health and well-being of law
enforcement and the citizens of Pennsylvania.

Education

This budget supports an agenda for excellence, a world-class education that enables all Pennsylvania
children to achieve to their full potential. Components of the education reform agenda include expanding quality
educational options for families and students, maximizing flexibility and providing mandate relief for local school
districts and raising the quality of a Pennsylvania publicly supported education. To begin the process of real
property tax reform, coordinated with this budget is a proposal to protect Pennsylvania’s taxpayers by enacting a
cap on property tax increases.

First, this budget grows the Educational Improvement Tax Credit (EITC), increasing the total credits
available in 2011-12 to $75 million to benefit children in pre-kindergarten to twelfth grade in public and private
schools. This budget sets the framework for expanding quality educational options for families and students. To
enhance access to schools that better meet the individual needs of students and families, this budget begins the
process of defining and aligning basic educational funding to support students and learning. Further, access to
post-secondary education is an important part of the educational curriculum for students as they pursue their
career goals. School choices should not just be limited to selecting a school that best meets a student’s overall
educational needs, but students should have choices in courses too. By unbundling education funding, high
school students will have the ability to earn post-secondary credit through dual enrollment. Dual enroliment both
expands educational opportunities for students and produces cost savings for Pennsylvania families and local
school districts.

The Department of Education will continue to support the charter school network and will continue to explore
ways to enhance the performance of charter schools and provide more students the ability to pursue learning
opportunities that are right for them. Such enhancements would address raising performance and ethical
standards of charter schools, and making changes in existing contracting, review and certification practices.

Finally, with this budget, the state share of public basic education funding reflects an average annual 2.8
percent increase over the past 10 years while resetting state spending at a reasonable level and not the
unsustainable 5 percent and 6 percent annual increases seen in recent years. The funding recommended in this
budget is at a level commensurate with maintaining an efficiently operating and outstanding public education
system.

To support innovation and achievement in our local school districts, this budget complements a broader
mandate relief effort underway for local school districts. The Department of Education will increase the flexibility
for school districts by allowing economic furloughs, increasing the minimum bid threshold limits, relieving
burdensome advertising requirements, offering flexibility in providing onsite medical staff, aligning mandate relief
for public schools with that enjoyed by charter schools, and linking regulatory flexibility with school performance.
These relief initiatives along with cost-control authority school districts already possess could save local school
districts significant funding annually.

To ensure effective teachers and leaders, the department will undertake and support initiatives relating to
merit pay, teacher tenure and alternative certification. The department will encourage and support local school
districts in developing merit pay options for school districts to incentivize excellence among teachers. The
department will assist school districts in reforming teacher tenure practices by developing a rating system to
measure teacher effectiveness. Increasing the pool of potentially outstanding teachers will impact the
educational experience for many students as well. To that end, the department will explore expanding
alternative pathways to teaching and leadership.
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Human Services Safety Net

This budget reflects the compassionate nature of Pennsylvanians. It supports programs that provide a
helping hand to our most vulnerable citizens and to those most in need. It focuses our efforts on the core
functions of our health and human services programs. However, the national economy continues to exert
significant pressures on the state budget. This budget supports critical programs to move people toward self-
sufficiency while redirecting and resetting all programs to achieve that mission.

As a result of continued financial pressures, this budget redirects funding in the Department of Health to key
core functions including: quality assurance of the health care delivery system in Pennsylvania, treatment and
services for rare disease management, emergency preparedness, special medical programs, cancer screening,
newborn screening and maternal and child health programs. Funding for the Department of Health is now
structured to support direct services and primary core functions critical to the public health infrastructure and
where appropriate will integrate education and outreach into service delivery, including drug and alcohol
treatment programming.

This budget has approached the challenges of the economy with a focus on efficiencies and a commitment
to the careful stewardship of state resources. This budget includes several broad-based cost-containment
reforms designed to save millions of dollars in state funds while having a minimal impact on older
Pennsylvanians, children, families and other vulnerable citizens. A key component of the Department of Public
Welfare's efforts to control costs is reforming the current welfare system.

The commonwealth has been involved for a number of years in multiple strategies to improve services,
allow for more choices, rebalance the service delivery system, transition people off of the welfare system and
manage care effectively. Even with these programs, waivers and system design efforts, however, the
commonwealth has not been successful in effectively reforming programs to focus on competition, prevention,
wellness, employment first, integrity, personal responsibility, choice, consumer empowerment and
independence. This budget initiates efforts to establish an integrated, coordinated and seamless service delivery
system that addresses consumer needs for quality, independence, flexibility and service coordination while
addressing the need for cost containment and financial integrity.

This budget contains a number of cost-containment initiatives that address the quality of care and care
management for clients, smart purchasing, program integrity and fair share payments. Initiatives in this budget
seek to encourage more home and community-based care in our long-term care, child welfare, mental health
and intellectual disability programs to achieve a better quality of life for clients and significant programmatic
savings. Care management plan administration will be redesigned to incentivize personal responsibility,
prevention and wellness to curb the high costs of health care while maintaining high quality levels of care. Smart
purchasing strategies will be implemented to promote competition, incentivize cost containment and more
closely link payment to quality outcomes. System integrity will be enhanced by a greater focus on preventing
fraud and abuse by developing additional financial controls and fiscal accountability. Program integrity will also
be maintained by ensuring that rate structures and services are more comparable with other state Medicaid
programs. Finally, a goal of any reform must be to ensure a fair and accountable system in which recipients pay
their fair share for services and providers charge fair and competitive rates. This goal can be achieved through a
work-first approach and tighter timeframes for receiving assistance. Through these efforts we can preserve our
compassionate safety net while we maintain fiscal accountability and cost containment.

Free Enterprise

This budget is intended to begin to unshackle free enterprise in Pennsylvania and unleash the potential for
Pennsylvania innovation. This budget provides no increase in taxes and shrinks the size of government easing
the burdens on Pennsylvania’s families and businesses. This budget reinstates the phase-out of the Capital
Stock and Franchise Tax (CSFT), improving the economic climate for 101,000 job creators throughout the
commonwealth. This budget assumes the phase-out will continue on schedule until it is completely eliminated in
2014. The budget aligns commonwealth tax policy with the federal tax code increasing the bonus depreciation
deduction to 100 percent for property placed into service before January 1, 2012. Again, this simple act provides
consistency and relief for Pennsylvania job creators.

Government does not create jobs, but can establish an environment where free enterprise can flourish and
jobs are created. The use of tax credits as an economic development tool is common and can be most effective
in catalyzing industry growth in regions possessing the raw materials, infrastructure or talent resulting in a
significant industry cluster. To that end, this budget continues all current tax credits programs and specifically
maintains or enhances five key tax credit programs with catalytic potential: Neighborhood Assistance Program
(NAP) Tax Credits, Educational Improvement Tax Credit (EITC), Research and Development Tax Credit (R&D),
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Job Creation Tax Credit (JCTC) and Film Production Tax Credit. The NAP complements DCED’s Keystone
Communities initiative fostering investment in Pennsylvania communities by improving their livability and ability
to attract and retain creative talent for jobs in the innovation economy. The R&D tax credit fosters investment in
research and innovation by our technology intensive industries, further strengthening our growth clusters,
enhancing competitiveness and creating jobs. The JCTC provides an incentive for companies to locate and
expand in Pennsylvania and rewards them for creating jobs. Similarly, the Film Production Tax Credit has
helped to foster a growing film industry presence in Pennsylvania. A growing and stable industry presence helps
establish the state or region as a destination for international industry investment resulting in increased
employment opportunities for Pennsylvania citizens. As an example, in 2007-2008, it is estimated that just under
4,000 jobs were associated with industry investment tied to Film Production Tax Credits.

This budget reflects the fact that we are in challenging financial times. Even though times are challenging,
we cannot abandon our business marketing, attraction and retention efforts, just like any business should not
cut its sales and marketing departments if it wants to maintain current customers and attract new ones. To
maintain our efforts to create jobs, the Department of Community and Economic Development is investing in
retooling its arsenal to better support free enterprise in the commonwealth and attract and retain entrepreneurs
and job creators.

The revamped Department of Community and Economic Development will ensure Pennsylvania is open for
business through partnerships, performance-based evaluation and competition. The Department will incentivize
public-private partnerships through the PA First Fund, support high-growth businesses through Discovered in
PA-Developed in PA, and streamline the delivery of economic development services through Partnerships for
Regional Economic Performance. Complementing these efforts will be the Liberty Loan Fund, which will pool the
commonwealth’s existing economic development financing resources to leverage additional private funds with
which to invest in economic development activities and create jobs. This budget preserves funding for World
Trade PA, which will continue to facilitate foreign investment in Pennsylvania and promote the export of
Pennsylvania products worldwide. PENNPorts will concentrate resources on realizing the full potential of
Pennsylvania’s six ports. Utilizing these programs along with a continued investment in marketing to attract
business and tourism, the department will be a strong partner with the private sector in creating a climate for job
creation.

To maintain alignment between our workforce investment system and job creators, this budget maintains
funding for Industry Partnerships, consortiums of similar companies or industry clusters with similar workforce
needs. The intent is to make prudent investments to develop the human capital to support our growing industry
sectors and support innovation to create a competitive advantage for our regions and create more jobs. In
addition, expanding the EITC to $75 million will provide approximately 45,000 scholarships to motivated families
to help prepare their children for tomorrow’s jobs and opportunities.

This budget maintains Pennsylvania’s support for agriculture, specifically programs supporting youth in
agriculture to ensure that we continue to foster skilled farmers and agriculture professionals. A great asset for
Pennsylvania agriculture is the University of Pennsylvania and the veterinary and infectious disease services
and expertise the university provides to the industry. The commonwealth will continue to support this vital asset.

One example of free enterprise working for the citizens of the commonwealth is evidenced by the positive
impact the Marcellus shale natural gas industry is having on our commonwealth. The industry is investing
heavily in Pennsylvania, in its people, in its communities and in its future. To date, without imposing any special
tax on the industry, virtually every category of tax collected by the state has increased in Marcellus shale
development areas.

The commonwealth has directly accrued an estimated additional $44.4 million in Sales and Use Tax,
Corporate Net Income Tax and Capital Stock and Franchise Tax revenue in 2009. And despite a sales tax
exemption for equipment directly used in gas well drilling, the Sales and Use Tax and Employer Withholding Tax
increased more than $20 million in 2010. The growth in rents and royalties income tripled in just a few years.
These communities have seen their unemployment rate go down and consequently, the commonwealth is
receiving increased Personal Income Tax revenue.

Further, the commonwealth received $12.4 million in oil and gas permit fees in 2010-11 and is expecting
that to increase to $15.4 million in 2011-12. In 2008-09 and 2009-10, the commonwealth received a windfall in
revenue deposited in the Oil and Gas Lease Fund of just under $430 million and from 2010-11 on will earn
steady and increasing royalty revenue starting at just under $27 million in 2010-11 and expected to grow to
$299 million in 2015-16. These revenues support state forests and parks for all Pennsylvanians to enjoy. Finally,
the industry has already invested $200 million in reconstructing and maintaining our state road system in its
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areas of operation. The commonwealth will continue to support this free enterprise success, which is creating
jobs and opportunities while at the same time leveraging its success to support key needs in our communities.

Summary

Pennsylvania, like most other states, is facing a protracted economic recovery and one that will take some
considerable time and effort to work through. We arrived at our current place after years of spending at a rate
greater than our revenue. During that time, we relied on one-time funding gimmicks and non-recurring federal
funds to feed our desire to spend. That approach has brought us to a defining moment where we can continue
as we have done or choose to reset government to focus on its core functions and responsibilities and lay the
foundation for future growth and prosperity.

Through fiscal discipline, this budget begins the climb to economic prosperity. This budget reduces the size
of state government, it does not raise any taxes, and it protects the public safety as well as Pennsylvania’s most
vulnerable citizens. However, this budget is only a first step and will not eliminate all of our challenges.
Throughout the next year, we will aggressively analyze all of our spending, assess if all of our assets are
achieving the greatest efficiency and return and implement innovative approaches to providing government
products and services.

This budget is responsive to fiscal realities and addresses our challenges head on. This budget
demonstrates our commitment to taking ownership of our financial burdens and not passing them on to the next
generation. This budget is presented with honesty and transparency, and we will be accountable for the results.
This budget embraces the great opportunity we have before us to reset state government and choose a course
that will renew the founding principles of our democracy’s covenant.
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Free Enterprise — An Agenda for Jobs

Creating and maintaining an environment in which good, family-sustaining jobs can grow is a core function
of state government. Catalyzing the power of free enterprise is critical to revitalizing Pennsylvania’s economy to
create jobs and opportunities for Pennsylvanians. To fully harness our resources and embrace innovation will
require significant changes in state government’s approach to supporting private-sector job creation.

Pennsylvania’s unemployment rate is the highest it has been in more than a generation. Historically,
Pennsylvania has ranked near the bottom of nearly every job creation or economic performance index. Most
disturbing is that the key factor for economic competitiveness, productivity, is declining in Pennsylvania, and we
are losing competitiveness. The underlying causes of these worrisome trends can be found not in a lack of drive
or work ethic on the part of Pennsylvanians but in the climate government has created, which has placed
obstacles to innovation, workforce productivity, and job creation.

The strategy to create jobs in Pennsylvania embraces five core components: expanding Pennsylvania’s
economy through innovation, reforming Pennsylvania’s job climate, developing a world-class workforce, growing
small business in Pennsylvania, and expanding Pennsylvania worldwide. States with business-friendly policies
have been most successful at stemming the loss of manufacturing jobs and creating and retaining new-
economy jobs. In contrast, states that have attempted to compensate for a poor economic foundation by relying
on economic development incentives for business attraction and retention have been comparably unsuccessful.
The fiscal pressures on the state of Pennsylvania and its communities require focus on the five core economic
development components in a balanced and effective manner. With this in mind, the following initiatives
intertwine and leverage each other, strengthening the economic framework for the state.

Expanding Pennsylvania’s Economy Through Innovation

The proposed Fiscal Year 2011-12 budget provides more than $82 million for programs established
specifically to support innovation-based economic development: the new Discovered in PA-Developed in PA
initiative, the model Ben Franklin Technology Development program, the Life Sciences Greenhouses, and the
Research and Development Tax Credit.

v" Discovered in PA-Developed in PA: The state has a history of breakthrough research and
entrepreneurship; yet, it lags behind most other states in new business starts and the commercialization
of research, where Pennsylvania trails California, North Carolina, Virginia and Massachusetts. The
purpose of this initiative is to support the commercialization of research and innovation by aggressively
seeking out researchers and entrepreneurs to help them identify the services or resources they would
need to commercialize their innovation into a competitive business. The program will also assist small
and medium-sized businesses with high growth potential to improve their competitiveness and grow
their businesses.

The program will have several components to assist these entrepreneurs. DCED will deploy regional
experts who will have knowledge of all technical assistance services available, from business plan
development, to marketing, to exporting, and who will serve as consultants and provide portal resources
or assistance. These regional experts will also have a thorough understanding of what financing tools
are available from which state or regional provider. Regional experts will both respond to inquiries from
businesses and proactively seek out businesses and direct them to the organization that can help them
access the technical or financial assistance to meet their needs. The program will utilize the Governor’s
Action Team (GAT) to reach out to high-growth companies, ensure they have what they need to
continue growing, and explore the range of opportunities related to a homegrown, high-growth
economic development strategy.

v' Ben Franklin Technology Development Authority (BFTDA): The Ben Franklin Technology
Development Authority has been a benchmark for state technology development programs since its
establishment in 1983. This program will continue to advance technology-based and technology-
intensive industries in Pennsylvania. The BFTDA funds a series of programs that work together to
create a flexible, dynamic framework that is proactive to markets and changing industry sectors. The
authority has tailored its programs (one of which is the similarly named Ben Franklin Technology
Partners) to companies’ needs at different stages of the business life cycle, creating a continuum of
support and services to address challenges at each step of company development. The programs
provide a vehicle for investment in entrepreneurial and university-based innovation and include the
Venture Investment program, which provides risk capital to venture partnerships that invest in
Pennsylvania companies; the Technology Development Grant program, which helps to position groups
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or consortia of Pennsylvania companies at the cutting edge of emerging technologies; and the
University Research Commercialization Grant program, which promotes stronger synergy between
university-based research and development and the transfer of technology for economic and workforce
development.

v' Life Sciences Greenhouse: Through the initial $100 million investment in the three Life Sciences
Greenhouses, approximately 6,000 life sciences jobs have been created. This budget continues
operational support for the Life Sciences Greenhouses. In addition, DCED will integrate Greenhouse
talent and expertise as part of the programmatic support it provides to entrepreneurs.

v' Research and Development Tax Credit (R&D): Investments in research and development create new
ideas, technologies and products that improve the quality of life for individuals and increase a state’s
economic vitality and economic competitiveness. Pennsylvania’'s R&D tax credit complements the
federal R&D tax credit program, incentivizing Pennsylvania-based research and development. Currently,
more than 40 states offer some form of tax credit for research and development expenses. In 2009,
R&D tax credits were awarded to more than 500 firms to support their research efforts and
Pennsylvania jobs. This budget enhances the current R&D tax credit program by increasing the amount
of credits that can be awarded from $40 million to $55 million, which will facilitate the expansion of
research and jobs in Pennsylvania.

Reforming Pennsylvania’s Job Climate

The job or business climate may be defined as the aggregate business operating conditions and costs that
can be influenced by government action. The business environment is a key differentiator between states and
regions and can be largely influenced by state policy and government action.

v" Legal and Tort Reform: Excessive and frivolous lawsuits hinder job growth and hurt Pennsylvania
taxpayers by increasing costs for businesses, healthcare, and consumer goods and services. Legal
reform is critical to reforming Pennsylvania’s job climate and allowing entrepreneurs to focus on creating
jobs. Pennsylvania should no longer remain one of a few states where the legal system can hold a
person, company or local government agency liable for 100 percent of damages despite having had
only a minor role in any incident generating a lawsuit. Similarly, for product liability cases, plaintiffs
should have to obtain verification from a licensed professional that a product is defective or has caused
injury before the start of a product liability action. Innocent sellers should be provided reasonable
protections for unknowingly selling a defective product. Finally, the practice of venue shopping must end
and litigation should be filed in jurisdictions having some relationship to the defendant or act giving rise
to the cause of action. Addressing each of these issues will help to protect innovative entrepreneurs and
businesses and lower the cost of doing business in Pennsylvania, improving the state’s global
competitiveness and creating jobs.

v" Regulatory Reform: Friction-free processes for government interaction with job creators are critical to
maintain economic momentum and competitiveness. State government needs to be a partner with job
creators. To address the length of time agencies take to act on permits and eliminate permit backlogs,
PennDOT and DEP have begun auditing and assessing all of their permit processes to make them
more responsive to the needs of job creators. In addition, the DCED secretary is empowered to expedite
any permit or action pending in any agency where the creation of jobs may be impacted.

v" Taxes and Tax Credits: Pennsylvania’s tax structure has been one of the most oppressive of any state
and is the number one factor impacting the overall economic climate. While some of Pennsylvania’s
major competitor states like lllinois are raising taxes, other competitors like Ohio are cutting business
taxes. This budget contains no increase in taxes and, in fact, it begins the process of easing the tax
burden on job creators and laying the foundation for future job-creating tax reforms (Corporate Net
Income Tax, Inheritance Tax, Net Operating Loss provisions) in the future.

The Fiscal Year 2011-12 budget reinstates the phase-out of the Capital Stock and Franchise Tax
(CSFT), saving 101,000 job creators more than $70 million. This budget assumes the phase-out will
continue on schedule until the CSFT is completely eliminated in 2014.

The budget aligns commonwealth tax policy with the federal tax code by increasing the bonus
depreciation deduction to 100 percent. By conforming to the recently enacted federal tax benefits with
regard to 100 percent bonus depreciation, approximately 117,000 corporate taxpayers in the state will
benefit from lower tax burdens this year, allowing for greater capital investment and encouraging further
economic growth. Again, this simple act provides consistency and relief for Pennsylvania job creators.
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In addition to enhancing R&D tax credits, this budget provides significant tax credits for job creators:
Film Production tax credit - $60 million; Neighborhood Assistance Tax Credit - $18 million; Coal Waste
Removal and Ultra Clean Fuels Tax Credit - $18 million; Job Creation Tax Credit — $10.1 million; and
Resource Enhancement and Protection Tax Credit — $10 million. The use of tax credits as an economic
development tool is common and can be most effective in catalyzing industry growth in regions
possessing the raw materials, infrastructure or talent that form a significant industry cluster. These tax
credit programs have supported the creation of thousands of jobs in Pennsylvania.

v" Economic Development Programs: The primary economic development tool for DCED and the
Governor’s Action Team (GAT) will be the new PA First Fund. To compete with other states like New
Jersey and North Carolina who have established “closing” funds, this budget creates the $25 million PA
First program. Through PA First, DCED will offer competitive grants for job creation or retention,
infrastructure projects and workforce development and will replace the outdated Opportunity Grant,
Customized Job Training, and Infrastructure Development programs. Shedding the existing restrictions
and limitations attending these individual programs will enable PA First to provide the flexibility
necessary for the commonwealth to rapidly respond to companies’ needs, thus facilitating increased
investment in Pennsylvania and enabling the commonwealth to compete more effectively with
neighboring and competitor states.

PA First will leverage private dollars, stimulate job creation, encourage development of critical
infrastructure and advance workforce development efforts. It will secure job creation and economic
development opportunities through the preservation and expansion of existing industries and the
attraction of additional economic development prospects to the commonwealth. Eligible uses for the
grant funding may include customized or advanced training for new, entry-level employees and for
retention and upgrade of existing employees to accommodate new technologies; infrastructure
improvements necessary to complement planned industrial investment by private companies, to restore
blighted land to productive use and to develop the restored land, or to develop local infrastructure at
business sites; land and building acquisition and/or improvement costs; machinery and equipment
purchases; working capital; and environmental assessment and remediation.

v’ State Government Fiscal Management: A state’s spending and overall fiscal management is a
component of its business climate and a contributor to its overall image. Respected national studies
consistently conclude that states that are fiscally well-managed, constrain spending, and cut taxes are
also the leaders in economic performance and job creation. By constraining spending, promoting
efficiencies, and not raising taxes, this budget will improve the overall economic image of Pennsylvania
in the eyes of business investors and industry site selectors.

World-Class Workforce

Today’s economy is driven by creativity and innovation. Both apply knowledge and skills to work. The quality
of the workforce in today’s economy is one of the primary issues of concern for job creators. Technical workers
make up the fastest-growing occupational group worldwide. Pennsylvania cannot afford to ignore the global
pressures in developing talent. Developing talent begins with the public education system, which provides the
foundation for lifelong learning.

v" Education Reform: This budget supports a number of education reform efforts aimed at improving the
academic achievement level of Pennsylvania students, preparing them for the jobs of the future. In
addition, expanding the EITC to $75 million will provide approximately 45,000 scholarships to motivated
families to help prepare their children for tomorrow’s jobs and opportunities.

v" Industry Partnerships: To maintain alignment between our workforce investment system and job
creators, this budget maintains funding ($1.6 million) for Industry Partnerships, which are consortiums of
similar companies or industry clusters with similar workforce needs. The intent is to make prudent
investments to develop the human capital to support our growing industry sectors and support
innovation to create a competitive advantage for our regions and create more jobs.

Growing Small Business

Small businesses drive Pennsylvania’s economy, creating employment opportunities and strengthening the
fabric of their communities. Pennsylvania has more than 236,000 small businesses, accounting for more than 98
percent of the state’s employers and about half of the state’s employment.

COMMONWEALTH OF PENNSYLVANIA A1.15 GovERNOR'’s ExecuTive BubceT 2011-2012



Overview: Free Enterprise

Partnerships for Regional Economic Performance (PREP): This initiative will encourage regional
coordination in economic development efforts, yielding improved customer service to the business
community, and specifically small businesses, and a more comprehensive statewide economic development
strategy. PREP will provide grants to consortia of economic development service providers in a region
(Industrial Development Corporations, Local Development Districts, Small Business Development Centers,
Industrial Resource Centers, and economic development organizations) that may co-locate, develop formal
partnership agreements, or otherwise create a coordinated and performance-based service delivery system
that ensures each inquiry or lead from a business is referred expeditiously to the appropriate service
provider in the region. PREP grants will be awarded on a competitive basis with the most developed
partnerships receiving the funding necessary to support their efforts. Additionally, the new program will
create a public/private advisory board that will help define a comprehensive economic development
approach and quantitative metrics to assess performance.

v' Liberty Loan Fund: The Liberty Loan Fund will create a new economic development financing
partnership by pooling the commonwealth’s existing economic development financing resources (loan
funds and Commonwealth Financing Authority assets) in a way that will enable the state to leverage
additional private funds with which to invest in economic development opportunities.

There are a variety of economic development programs and revolving loan funds that address narrowly
defined needs or uses. In addition, these tools are often constrained by enabling legislation that
prohibits them from responding to the rapidly changing needs of businesses and reacting to new
economic opportunities. By pooling the resources from these funds and programs and unshackling the
constraints, the commonwealth will be able to leverage new private dollars using the pooled assets of
the existing programs and create flexible financing tools that will be able to quickly adjust with the
changing economic conditions.

Expanding Pennsylvania Worldwide

Any region’s competitive position and economic opportunities are directly tied to its export capabilities.
Expanding Pennsylvania’s commercial presence throughout the world is an important part of revitalizing our
economy. More than 12,000 Pennsylvania companies sell their goods and services across international borders
with yearly exports totaling more than $34 billion. However, to grow Pennsylvania’s economy will require
expanding in current international markets, entering new markets, and securing foreign direct investment in
Pennsylvania’s economy.

v World Trade PA: The World Trade PA program provides over $6.2 million to promote Pennsylvania
exports in key international markets and to attract foreign investments to Pennsylvania. By increasing
export capacity and establishing new connections between Pennsylvania companies and customers
and partners worldwide, Pennsylvania businesses become more competitive in the global marketplace.

With the global economy beginning to improve, Pennsylvania is well-positioned to reap continued
benefits from the growing worldwide economy by leveraging and building upon its international business
development program. DCED will expand the existing performance-based compensation system for its
international contractors, implement a fee-based menu of export assistance services, and enhance
private sector participation in the program by increasing existing sponsorship opportunities and creating
an international business advisory board in partnership with the Team PA Foundation, the PA Chamber
and other partners, further improving the quality of service delivery and increasing opportunities for
competition.

v' PennPORTS: This budget establishes PennPORTS as a single operating program, which will include
funds for operation and maintenance of the commonwealth’s ports. These funds will be distributed
among the ports based upon demonstrated need through a competitive application process. Funds will
be used to aid in the development of port assets, which not only generate port and shipping-related
jobs, but also assist Pennsylvania firms to export and import products.

v' Marketing to Attract Business: Marketing to attract business will fund efforts to increase domestic and
foreign investment in Pennsylvania through development marketing and advertising, including public
relations, creative and print collateral, website maintenance, web development, radio and television
advertising, and trade missions and trade shows. Funds will also be used to supplement technical and
business assistance provided by the new Discovered in PA-Developed in PA and PREP programs.
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Education — A World-Class Education that Enables All
Pennsylvania Children to Achieve Their Full Potential

Growing Pennsylvania’s economy and nurturing an environment where good, family-sustaining jobs can
thrive is state government’s most important priority. Job creation, stimulating economic growth and expanding
Pennsylvania’'s economy demands reforms to improve our public education system to make our schools more
competitive and raise the quality of education to better prepare our young people for the jobs of today and the
careers of tomorrow. Success requires reforms to better meet our children’s needs, expanded educational
options for families and students, effective teachers and leaders in every public school, greater flexibility and
relief from mandates for local educators and schools, and greater accountability and control for local taxpayers.

In guaranteeing every child — regardless of zip code, race or educational status — the opportunity for a
world-class education that enables them to achieve their full potential, Pennsylvania faces an enormous
challenge both at home and across the globe. While the U.S. educational system once stood unrivaled in the
world, our nation now lags behind other industrialized countries. On measures of educational attainment among
30 developed countries, the U.S. places 25th in math, 16th in reading and 12th in science. We rank 10th in the
percentage of young people obtaining post-secondary degrees.

Closer to home, Pennsylvania has its own obstacles to overcome. State academic assessments show that
over one quarter of all Pennsylvania public students perform below standard in reading and math. Studies have
found that 45 percent of Pennsylvania high school graduates received a diploma without meeting standards,
while 30,000 students drop out each year, never earning a diploma at all. Though our students have
demonstrated some academic gains, Pennsylvania as a whole has failed to show sustained student
achievement growth, results supported by national assessments of educational progress. The challenge is clear:
Pennsylvania must make our schools more competitive and continuously improve their quality and do so even in
the most challenging fiscal environment in recent history.

The tremendous fiscal pressures weighing on Pennsylvania’s budget and the budgets of nearly every family
across the commonwealth have forced a new fiscal discipline on state government and a rethinking of old
spending habits and assumptions. This is no less the case with education and education spending. The
presumption of a steady, unbroken stream of revenue increases is no longer a valid organizing principle.
Funding systems must be realigned to more directly support students and their learning needs and education
dollars made more portable as well as unbundled to put greater control and decision-making into the hands of
students and families. Educational choices are expanding as are new ways to train, compensate, and measure
the effectiveness of teachers and leaders.

Shifting as well is state government’s traditional command and compliance mindset as the focus instead
turns to standard- and goal-setting coupled with efforts to empower schools and districts with greater freedom
and flexibility to more effectively manage during this period of disruptive change. Eliminating wasteful spending
practices and mandates that drive unnecessary spending serves to increase available funding by freeing up
dollars that can then be redirected to support students and classrooms. Likewise, new accountability systems
that provide taxpayers greater transparency into performance and control over spending can only improve the
quality of our public schools and public support for them.

Funding Schools and Students

The proposed 2011-12 budget provides over $8.6 billion in support of local public schools, an amount
Pennsylvania taxpayers can afford and state government can sustain. Basic Education Funding (BEF), the
largest single line-item in support of public education, is funded at $5.226 billion. This level matches the funding
provided in the 2008-09 budget, prior to the $1.7 billion in temporary funding from the American Recovery and
Reinvestment Act (ARRA) of 2009 that was provided to public schools over the past two years and is no longer
available. The $5.226 billion funding level is 28 percent greater than the 2002-03 BEF funding of $4.086 billion,
and translates into a 2.8 percent growth rate over the past 10 years. The budget also maintains funding for other
core basic education programs such as Special Education, Early Intervention, Career and Technical Education,
Pre-K Counts, Head Start Supplemental Assistance, and Pupil Transportation, all of which are funded at or
close to 2010-11 funding levels.

v' Educator Salary Freeze: The state’s extraordinary efforts to maintain significant support for our public
schools even in the most challenging fiscal environment in recent history aside, the heavy reliance on
temporary federal stimulus money in prior fiscal years made cuts to basic education programs all but
inevitable. Minimizing the impact of these cuts to programs and staff that impact directly on students and
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schools requires shared sacrifice. Mindful that salaries are determined at a local level and arrived at by
contract and collective bargaining, this budget calls for all school district personnel — administrators,
teachers, and support staff alike — to accept a one-year salary freeze to help minimize spending cuts.
Using conservative calculations, the Pennsylvania Department of Education (PDE) estimates an
educator salary freeze would save local school districts approximately $400 million.

Closely aligned with educator salaries, most if not all Pennsylvania school districts now reward a teacher
who obtains a master’s degree with additional pay over an otherwise identical teacher with only a bachelor’s
degree. The practice of the master’s “salary bump” is long established, but research finds that except for math
and science, a master’s degree in education does not improve student achievement, making these salary
enhancements of questionable value. Compounding the problem, districts often reimburse the tuition costs of
teachers to obtain the master’s degree in the first place, a double hit to taxpayers.

v' Eliminating State Support for Master’s Salary Bumps: At a time of severely constrained resources, it
is incumbent upon the state and local school districts to end wasteful spending practices and direct
critical education dollars to ways that better support student achievement. Fiscal discipline requires
eliminating state support for master’s “salary bumps” and the tuition costs to obtain them. Studies
suggest by ending master’s salary bumps alone, school districts would have about $200 million that
could be saved or redirected to other education initiatives with greater potential to improve student
achievement. Even greater savings can be realized by eliminating support for tuition costs as well.

Putting students first also means ensuring the resources intended to support their education actually make it
to the schools and classrooms they attend. The unwritten rule in local school districts has often been that
schools with the fewest educational challenges receive more funding at the expense of schools with the most.
Education funding must be better aligned to support students and learning, and directly linked to students and
the schools they attend.

v" Funding to Support Students and Learning: PDE will reform existing annual financial reporting to
more accurately track actual school spending and the education dollars making it directly to classrooms
and schools. PDE will also analyze spending practices to better ensure that schools and students with
the greatest educational challenges receive appropriate funding support.

Expanding Quality Educational Options for Families and Students

All students deserve access to a great school and educational opportunities that work for them and their
learning needs. Pennsylvania is home to many great schools, but not every school works for every child, and
too many of our communities are home to schools that do not work at all. To enhance access to better schools
and provide families more options for their children’s education, Pennsylvania must:

v" Provide More Options to Students Attending Failing Schools: Parents should have the right to
choose the public school their child attends. They should also be given a choice outside the public
system when their child’s public school is a failing one. The state can no longer afford or justify forcing
students to remain in failing schools simply because their families lack the resources or ability to enroll
their children elsewhere. The budget proposes to enable students trapped in failing public schools to
attend the public or non-public school of their choice.

v Expand Dual Enrollment Opportunities: Dual enrollment, where high school students can earn both
post-secondary and high school credits, can be vital to achieving education and career goals. Not only
can dual enrollment lead students directly to jobs, but with the potential to take a year or even two off
the cost of college, it can produce substantial cost savings for Pennsylvania families. Providing students
with dual enrollment opportunities in the workforce or post-secondary institutions expands educational
options and makes their final years of K-12 more relevant and meaningful. The budget proposes to
enable every eligible student to utilize a portion of their basic education funding for dual enroliment in
work experiences and/or postsecondary credit-bearing or certificate programs.

v Grow the Education Improvement Tax Credit: The Educational Improvement Tax Credit (EITC)
program benefits children — Pre-K through 12th grade — in public and private schools. To date, the EITC
has provided 44,000 scholarships annually and hundreds of programs for public school students to
pursue educational goals and advanced learning opportunities. This proposal restores previous budget
cuts made to the EITC and raises the total credits available in fiscal year 2011-12 to $75 million.

v Enhance Charter School Quality and Accountability: Charter schools are new kinds of public
schools that for over a decade have served the needs of tens of thousands of Pennsylvania students.
Charter schools have played a vital role in bringing innovation to our public education system and
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expanding the availability of quality educational options to our families. Growing the number of great
charter schools and strengthening the ethical and performance standards to which these schools are
subjected are critical components of Pennsylvania’s education reform strategy.

» Establish an independent state charter school authorizer. Modeled after the best practices
of charter school authorizers and standards in other states to ensure quality, accountability and
transparency, the budget proposes to establish an independent state charter school authorizer.
The state authorizer will be charged with setting a uniform application, review and decision-
making process for charter schools. The goal — to approve and grow great charter schools, put
low-performing schools out of business, and repeat the process over and over. The state
authorizer would approve new charter and cyber charter schools, renewals of existing schools,
appeals for local district and university authorizer decisions, and assume oversight of existing
cyber charters from PDE.

In addition, when a charter school organization has a demonstrated and proven record of
success in driving student achievement, that operator would be given the ability to operate
multiple schools under a single charter. The state authorizer would also be responsible for
enacting reforms and for providing monitoring, oversight and intervention authority. The
authorizer will provide greater transparency and accountability for the charter schools in
Pennsylvania and encourage the replication of “Schools of Excellence” — high-performing
charter schools. The state authorizer would be supported by dedicated funding from the
charter schools under its oversight.

» Strengthen ethical and performance standards for charter schools. Pennsylvania’s
charter schools must be held to high standards of accountability and student achievement to
ensure that they are delivering a quality education. The budget proposes raising the
performance standards for charter schools by requiring charters to contain measurable
academic, financial and operational standards to assess local performance. These initiatives
include holding board members and administrators to the Pennsylvania Ethics Act; requiring
charters to contain measurable academic, financial and operational standards to judge a
school’'s performance; requiring performance contracts for educational service providers and
disclosure of any potential conflicts of interest; allowing school districts and Intermediate Units
to hold charters; and allowing charter schools to use school district facilities that are not being
used and right of first refusal in disposal of district buildings.

Maximize Flexibility and Mandate Relief for Local School Districts

Education in Pennsylvania is driven at the local level — where our students live and learn. Better enabling
local public schools to focus on student achievement results and eliminating the barriers that get in the way of
achieving educational goals is critical to reforming our education system and making it student-centric. In
today’s challenging fiscal times, providing greater freedom and flexibility allows districts and schools to better
direct resources to best achieve learning goals. State government must eliminate mandates that drive local
costs and embrace reforms to allow local districts to manage resources and personnel more effectively and
efficiently. The time has come to cut the bureaucratic strings from Harrisburg and change state government’s
traditional mindset of command and compliance to a focus instead on setting standards and goals, while
empowering districts with greater freedom and flexibility to more effectively manage.

v Economic Furloughs: The budget proposes to amend the Public School Code to allow the suspension
of professional employees for economic reasons. The proposal allows that if a school board suspends
instructional professionals, they must also suspend an equal percentage of administrative staff, and
provides a waiver of this requirement may be granted by PDE. The proposal also allows districts to
retain the most effective instructional personnel without regard for seniority. Additionally, the proposal
authorizes principals — using measures of teacher quality and effectiveness instead of tenure system
requirements that consider only longevity of service and advanced degrees — to make staffing decisions
for their school when economic furloughs do occur.

v" Increase Bid Size Limits: The budget proposes to amend the State Public School Building Authority
Act to adjust the minimum threshold for requiring a competitive bidding process from a $4,000 to a
$25,000 contract, subject to adjustment based on period recalculations in the Consumer Price Index for
all Urban Consumers (CPI-U). The proposal would also amend the Public School Code to adjust the
minimum threshold for requiring a competitive bidding process from a $10,000 to a $25,000 contract,
subject to adjustment based on period recalculations in the CPI-U.
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v" Advertising: The budget proposes permitting school districts to advertise via the Internet and
community-based newspapers in lieu of legal notices in broad-circulation newspapers. This proposal
would provide flexibility to help control costs.

v" School Nurses: The budget proposes to amend the Public School Code to permit school districts to
hire nurses who complete a program of in-service training in school nursing approved by the
Department of Education. Currently, a nurse must complete an additional certification course before
being employed as a public school nurse. Relief from this requirement will give school districts more
flexibility in hiring personnel to ensure the health and safety of their students. PDE estimates school
districts could save approximately $50 million by utilizing other trained professionals and still cover the
medical needs of students and schools.

v" Providing Public Schools the Mandate Relief Provided to Charter Schools: Charter schools in the
commonwealth have been given increased flexibility to design their educational programs to best meet
the needs of their students by being exempted from certain sections of the Public School Code. This
mandate relief recognizes the variety of needs among Pennsylvania students and acknowledges that a
one-size-fits-all approach is not always best, particularly where local educators think innovatively. Many
charter schools have utilized the mandate relief to successfully deliver a quality education at a lower
cost. Public schools in the commonwealth should be given the same flexibility. The budget proposes to
amend the Public School Code to allow public schools to apply for some of the same waivers afforded
charter schools if the schools can demonstrate a measurable educational or economic benefit.

v Embrace Performance-Based Accountability: To ensure that every Pennsylvania child has a chance
to succeed, the state must focus on student performance and learning growth as a core part of our
education system. Seeking to reduce barriers to improvement and innovation, the budget proposes a
program to enable districts and schools to seek a waiver of state laws and regulations, except for
student health and safety, if the waiver increases student achievement gains.

Promoting and Rewarding Effective Teachers and Leaders

Pennsylvania students deserve effective teachers and leaders that can provide them with the opportunities
to learn and grow. Teachers who work hard and achieve impressive results in terms of student performance
deserve to be rewarded. The budget supports policy initiatives to utilize student performance measures in
determining teacher effectiveness, sustained employment, and compensation as well as the expansion of
alternative certification pathways to teaching and leadership.

v' Merit Pay: Well-designed performance pay systems at a local level can help all students achieve more
even as they recognize teachers who perform at high levels with extra compensation for their
performance and accomplishments. The budget provides funding for the development of model merit
pay plans that would enable local school districts to provide financial incentives for teachers to improve
student outcomes, encourage the retention of high quality teachers, and attract high-skilled individuals
to our neediest classrooms, particularly in hard-to-staff subject areas such as science and math. State-
level resources and data will be available to assist and guide local districts in the development of merit
pay plans.

v Tenure Reform: The provision of tenure, which secures the right to continued employment, should be
based upon continued evidence of successful student outcomes rather than the current system of
rewarding teachers based on years of service and advanced degrees. There is no credible evidence
that demonstrates a positive link between student success and a teacher’s years of service or advanced
degrees. Tenure should be earned, not bequeathed, and once attained should not be used as
permanent protection for individuals who are no longer effective or should not be in a classroom.
Pennsylvania must revamp its tenure policies to ensure that only the most qualified teachers serve
students. The budget provides funding for the development of a multi-measure teacher and principal
evaluation system that can be used by school districts to evaluate teacher and leader effectiveness.
Once developed and validated, this tool will enhance local school efforts to implement merit pay and
improved tenure systems.

v' Alternative Certification: School districts are complex organizations, requiring leadership to exhibit a
vast range of talents. As programs such as Teach for America or Troops to Teachers demonstrate,
citizens of varied backgrounds and skills in a range of areas can provide high quality instruction to
students or effectively lead schools. Pennsylvania law, however, limits the ability of school boards to
consider these candidates for leadership or classroom positions, needlessly walling off a talented pool
from contributing to our public education system. The budget calls for expanding opportunities for
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school boards and district leadership to hire qualified individuals from non-traditional backgrounds to
ensure that our schools are staffed with the most qualified individuals, regardless of academic or
professional experience.

Accountability and Greater Control of Education Spending for Local Taxpayers

In too many districts, public education finance has been organized around an assumption of a steady,
unbroken stream of revenues whether rendered by the state or local taxpayers through a seemingly endless
string of property tax increases, ensuring an ever continuous flow of new funding. That assumption is no longer
valid, but the culture of unchecked and often unquestioned spending it bred remains ingrained. Coupled with the
lack of meaningful competition and accountability, this culture has led to a system that wastes millions of
taxpayer dollars, denies opportunities to the very children it is obligated to serve, and ultimately undermines
public support for the most vital of the commonwealth’s institutions.

v' Property Tax Cap: At its foundation, reform must seek to rebuild the faith of Pennsylvania taxpayers in
our education finance system. Under current laws, exceptions for local school districts to avoid a
taxpayer vote on school budgets have become the rule and real voter control over education spending
the rare exception. School spending and budgets must be made more transparent and more clearly
demonstrate the effective use of precious tax dollars. The budget proposes subjecting local school
budgets to voter approval for any spending increases required above increases for inflation.

v" Develop a School Grading System: Utilizing national models, the budget proposes a new, unbiased
accountability system for public schools to better measure educational success and identify those
schools in need of assistance. The grading system will be straightforward and easily understandable for
families and taxpayers, enabling them to better assess the quality of our schools and education system.
It will also empower parents to “trigger” a turnaround in low-performing schools and continue to push
high-achieving schools to do better.

To calculate grades — A, B, C, D, and F — the school grading system will measure both academic
achievement and fiscal strength. Academic components will include student performance on state assessments
and other objective measures of student achievement such as proficiency rates, learning gains, closing
achievement gaps, graduation rates, accelerated coursework and college and workforce readiness. Fiscal
measures will provide information on school expenditures, salaries, and costs per student.
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ECONOMIC OUTLOOK

In constructing their tax revenue estimates, the Pennsylvania Department of Revenue and the
Office of the Budget are assisted by economic forecasts provided by two main sources of forecast
data: 1) IHS Global Insight, Inc., of Lexington, Massachusetts, and 2) Moody’s Analytics, of West
Chester, Pennsylvania. Both of these firms are private economic forecasting and consulting firms that
provide forecast data to the commonwealth and other customers. Various projections from IHS Global
Insight’s national forecast, as well as a recent forecast produced by Moody’'s Economy.com, were
used to develop the revenue estimates in this document for the budget year and other future fiscal
years. Analyses and discussion in this section, as well as the revenue estimates used in the budget,
are based on a combination of data from each source and further analysis from the Department of
Revenue and the Office of the Budget.

Recent Trends and Current Conditions

By the fall of 2007, the United States economy was beginning to feel the first effects of the
housing and financial crisis that was about to unfold. Housing construction and sales of new and
existing homes began to slide precipitously. In 2008, new home construction saw its largest decline
in fifty years, off 40.5 percent from 2007 levels. The declines in new home construction in 2007, 2008
and 2009 were the three largest declines since the government began keeping such records in 1959.
Existing home sale prices fell in 2007 for the first time on record, then plunged another 12 percent in
2008 followed up by yet another 12 percent decline in 2009. New housing starts peaked at 1.7 million
units annually in 2005; since then, new housing starts plunged to 442,000 new starts in 2009 — a
decline of nearly 75 percent over the same period.

Problems related to housing construction, housing sales and housing finance spread to other
areas of the economy, infecting the credit markets and ravaging Wall Street in late 2008 and early
2009. The availability of easy and cheap credit since 2001 had led to a housing boom, aggressive
consumer spending and rising debt levels. Home values increased by double-digit rates seemingly
every year and housing construction exploded. Historically low interest rates led to many mortgages
that were approved for borrowers with less-than-perfect credit (also known as “subprime” mortgages),
based on the assumption that home values would continue to rise. Subprime mortgages were
peddled extensively in high-growth areas such as California, Arizona, Nevada, Florida and Texas.
Invariably, the subprime mortgages were adjustable-rate mortgages, which were affordable to the
borrowers only because of their low introductory rates. As interest rates rose and mortgages began to
reset at higher rates, many homeowners could no longer afford to make their payments. Defaults and
foreclosures began to accelerate in late 2006 and continued through 2010.

As the housing crisis deepened, it rippled through other areas of the economy. Formerly
attractive asset-backed securities and mortgage-backed bonds began to lose value as the underlying
cash flows from homeowners started to wane. Investment banks and the broader financial markets
were hardest hit by the bursting of the housing bubble, as they were forced to write down more than
$1.7 trillion dollars in losses -- primarily based on the crashing values of these asset-backed housing
securities. In response to mounting losses associated with housing, financial institutions significantly
tightened their lending standards and access to credit virtually dried up for all but the top consumer
and business borrowers. Unprecedented losses by financial institutions resulted in the merger,
bankruptcy or government bailout of such venerable Wall Street firms as Bear Stearns, Merrill Lynch,
Lehman Brothers and Wachovia. Similarly, major mortgage firms such as Countrywide, Washington
Mutual and IndyMac filed for bankruptcy. Insurance giant AIG and even the titans of the automotive
world (General Motors and Chrysler) faced bankruptcy only to be rescued by the U.S. government.

Perhaps most important, housing finance giants Freddie Mac and Fannie Mae were placed in
conservatorship by the U.S. government to prevent their collapse in September 2008. Combined,
these two government-created firms had lent or underwritten more than $5.3 trillion of the estimated
$12 trillion in U.S. mortgages — or roughly 45 percent of the mortgage market. These events,
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combined with the collapse of the Lehman Brothers investment bank on September 15, 2008 and the
federal rescue of AIG Insurance two days later, sent the financial markets into a harrowing dive. By
December 1, 2008, the National Bureau of Economic Research announced what was already
painfully obvious — the U.S. economy had been in a recession since December 2007.

The U.S. economy, which had Chart 1
been slowing since 2004, officially REAL GRoiﬁnzglMGﬁfﬂﬁ PRODUCT
entered recession in December 2007.
Chart 1 displays actual growth in real 4.0%
gross domestic product (GDP) from 3.0%
2003 to 2009 and projected growth for
2010-2015.
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At 19 months, the most recent 0.0%
recession was the longest recession ;4
since the Great Depression, which
lasted 43 months. It was also nearly
double the 10-month length of the -3.0%
average postwar recession. 2003 2005 2007 2009 2011 2013 2015
Furthermore, the depth of the recession
was much steeper than the two most
recent recessions of 2001 and 1991, as peak-to-trough declines in real GDP exceeded those of the
1973-75 and 1980-82 recessions, when the peak-to-trough declines in real GDP were 3.1 percent and
2.6 percent, respectively. Furthermore, in the most recent recession the economic downturn was not
confined to just the U.S. During 2009, the economic output of the entire world declined for the first
time since the Great Depression.

-2.0%

Projected

The credit boom of the past decade masked a troubling trend: During that time, strong U.S.
productivity growth coincided with declining real incomes for most Americans. The credit crisis likely
dispelled the notion that the U.S. economy can expand while its manufacturing base dwindles. Before
the most recent recession, the presumption had been that innovation and productivity gains would
create wealth and new jobs. Between 2000 and 2010, growth in real GDP averaged 2.7 percent
annually but, according to many calculations, U.S. consumers rang up nearly $3 trillion in excess
borrowing and spending over the same period. Thus, the consumption that occurred over the past
decade and that supported the economic expansion was made possible not by income growth but by
consumer borrowing. Without this artificial boost to spending, real GDP would likely have been
considerably lower.

Similarly, the global economic boom was fueled by unsupported and out-of-control borrowing
by consumers, businesses and nations. As such, the housing market was not the only sector of the
global economy that was not in balance with its underlying fundamentals. Essentially, the entire

economy was outspending its

Chart 2 resources. Data from the federal
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consumption, real economic growth averaged only 1.3 percent during the 10 years ending in 2007 —
the slowest rate since the 1950s. Therefore, if consumption had not been artificially inflated with
excess borrowing, the economy would have appeared much weaker.

The recovery from the 2001 recession created nearly 7.2 million jobs. Chart 2 shows that
there was significant growth in U.S. employment from 2004 to late 2007. After peaking in December
2007, employment levels began declining significantly. By the summer of 2008, job losses were
occurring more frequently. Monthly claims for unemployment compensation were averaging 625,000
nationally from September 2008 through June 2009. All told, the U.S. economy lost nearly 7.5 million
jobs during the most recent recession. These losses wiped out employment gains for the entire past
decade. The growth in the U.S. unemployment rate accelerated significantly during 2009, rising from
7.4 percent in January 2009 to 10.1 percent by October 2009, before declining to 10.0 percent by
December 2009

As the national economy entered recession in December 2007, businesses again were looking
to gains in productivity to soften the impact. Chart 3 provides data on productivity gains from 2001
through 2009 and a forecast of
productivity gains for 2010 through PRODUS?;”‘\;:T:’;( GAINS
2015. Gains in productivity achieved Annual Growth
in 2005 through 2008 were well below 5%
the 3 percent to 4 percent annual gains
seen during the last “jobless recovery” 4%
of the 2002-04 period. Once again, u
productivity gains were occurring at the 3%
expense of job creation, as productivity
surged to 3.5 percent in 2009 and 3.6 2% -

percent in 2010.
1% -
Rising energy prices in 2007 and 0
early 2008 contributed greatly to the 0% - L e s
recent recession. Every postwar 2001 2003 2005 2007 2009 2011 2013 2015

recession had been preceded by a
spike in oil prices and the most recent
recession was no different, as the price of a barrel of oil reached $150 by mid-2008. Led by surging
energy costs, inflation peaked at 3.8 percent in 2008, as shown in Chart 4. The 2008 peak level of
inflation was the highest rate since the 1991 recession, when it was 5.4 percent. Following the
collapse of the credit and equity markets in the fall of 2008, consumption declined, wages were
depressed and energy prices plunged 18 percent in 2009, resulting in an overall inflation rate of -0.3
percent in 2009.

Projected

o A review of U.S. monetary

INFLATION-COI\CI:SSIr\;IéR PRICE INDEX period during this period shows the

Annual Growth many actions the Federal Reserve

2.0% Board (Fed) took to prevent a worse
economic  crisis. A slowing
3.0% - economy, lower job growth and a
significant recession in the housing
20% - market had led the Fed to restart its
interest rate cuts in an attempt to
keep the broader U.S. economy out
of recession during 2007. That
year, the Fed lowered the federal
funds rate by a full percentage point
late in the year. The Fed started with
a half-point reduction in the federal
funds rate in September, followed by
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quarter-point reductions in October and December. Those reductions were combined with
corresponding reductions in the discount rate — the rate the Federal Reserve charges to make direct
loans to banks. Further, the Fed and the European Central Bank injected trillions of dollars and euros
into the world financial markets to try to ease liquidity constraints and avoid a depression. By January
2008, the Fed dramatically lowered the federal funds rate by three-quarters of a point, in response to
the deepening housing recession, the continued credit crunch and plunging global financial markets.
The same day, the Fed also lowered the discount rate by a corresponding three-quarters of a point.
The surprise rate cut was the first monetary policy action taken by the Federal Open Markets
Committee between scheduled meetings since September 17, 2001. Chairman Ben Bernanke and
the Federal Reserve continued to lower the federal funds rate throughout 2008, finally reaching “a
target rate” of between 0.0 and 0.25 percent in December 2008, as shown in Chart 5.

Further, the Federal Reserve Chart 5
and other central banks throughout FEDERAL FUNDS RATE
the world were busy injecting 6.0%
massive amounts of liquidity into

0, y 4 A 1
the global financial system in an >0% / \\
effort to avoid a depression, and 4.0%
the amount of fiscal stimulus was  3qo, / \
staggering. To date, the Fed and /

other U.S. agencies have lent, 20% /
spent or guaranteed $8.2 trillion in  1.0%
emergency funds to stimulate the .
economy. The Fed dramatically 0.0% Frrrrrrrrrrrrrrrrr T
expanded its balance sheet to g L Fb e AT N e A e S M O
inject more than $2.6 trillion in

liquidity into the financial markets in

order to stem the credit crisis. U.S. public debt has surged to $14.1 trillion through 2010, up $1.8
trillion from a year ago. Total U.S. public debt has nearly doubled since the start of the most recent
recession, up from an average of $8.5 trillion in 2007.

Monetary policy efforts by the Federal Reserve were aimed at the financial markets generally
and the mortgage industry in particular. Reductions to the federal funds rate, as shown in Chart 5,
were extraordinary in scale and frequency. In December 2008 the Fed announced that it was
dropping its target federal funds rate to a range of 0.0 to 0.25 percent — the lowest rate in the history
of the Federal Reserve, which was founded in 1913. Additionally, the Fed also bought large volumes
of “tainted mortgages” in an effort to stabilize the mortgage industry.

Previously, the Federal Reserve had concentrated on interest rate reductions as its main
monetary policy tool. More recently, the Fed adopted a policy it calls “quantitative easing,” which
pumped massive volumes of money into the financial system, nearly $3 trillion to date, affecting the
rates of interest on virtually all credit instruments. The implied goal of the Fed was to provide cheaper
credit to all parts of the economy, starting with housing. While the federal funds rate cannot go below
zero, the Fed has virtually unlimited power to stimulate the economy with monetary policy by buying
up mortgage-backed securities, Fannie Mae and Freddie Mac corporate debt and other assets. Such
actions have dramatically driven up the Fed’'s balance sheet, which currently stands at nearly $3
trillion, up from $900 billion in September 2008.

In addition to extensive monetary policy moves orchestrated by the Federal Reserve, the
federal government was also aggressive in enacting new legislation to combat the recession. These
actions began under President George W. Bush in 2008 and continued with the administration of
President Barack Obama in 2009. With the U.S. economy in recession in early 2008, Congress
enacted the Economic Stimulus Act of 2008. The act provided an estimated $152 hillion in tax breaks
and tax incentives for individuals and businesses. Additionally, the act attempted to assist the
housing market by expanding the upper limit on home mortgages eligible for government insurance.
Shortly after the stunning collapse of Lehman Brothers in September 2008, Congress enacted the
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Emergency Economic Stabilization Act of 2008, which created the Troubled Assets Relief Program or
TARP. This program authorized the U.S. Treasury to purchase up to $700 billion in “troubled assets”
— largely mortgage-backed securities — and to make direct investments into banks. Additional
provisions of the act permitted the Federal Reserve to make higher interest payments to banks for
deposits held in reserve. In response, banks immediately began to increase their reserves, from $10
billion in August 2008 to $880 billion by January 2009. Other programs enacted by Congress
provided for mortgage and foreclosure assistance and an increase in federal insurance on bank
deposits. In February 2009 Congress enacted the $787 billion American Recovery and Reinvestment
Act to assist the economy. The act provides: $288 billion in tax relief ($237 billion for individuals and
$51 billion for businesses); $144 billion in state and local government fiscal relief; $111 billion in
enhanced infrastructure and science spending; $147.7 billion for health care benefits and programs;
and $90 billion for enhanced education programs. Finally, in December 2010, the U.S. Congress
passed legislation that President Obama signed into law to: 1) extend the Bush tax cuts for at least
two more years; 2) enact a temporary, one-year 2 percent reduction in Social Security withholding
taxes; 3) provide a further extension of unemployment benefits; and 4) provide an estate tax
reduction, all in an attempt to further stimulate the economy.

Chart 6
Overall real GDP growth for REAL GROSS DOMESTIC PRODUCT
2009 was -2.6 percent for the year, as Quarterly Growth

shown in Chart 1 earlier. The 5.0%
contraction of the U.S. economy
during 2009, as measured by annual
growth in real GDP, was the deepest 1.0% <|_|» ﬂ
since the Great Depression. Only A
eight other times since the Great  "1.0%
Depression has annual real GDP
growth been negative for a full year,
and each such occurrence was -5.0%
associated  with a  recession.
However, in seven of the eight -7.0%
instances, the annual contraction of 08Q1 08Q3 09Q1 09Q3 10Q1 10Q3 11Q1 11Q3 12Q1
Yo T T T T T e Projected-----
real GDP was -0.5 percent or less.
Only during the recession of 1982 did the annual loss in real GDP rival the -2.6 percent loss of 2009.
In the depths of the 1982 recession, annual real GDP growth was -1.9 percent for 1982. An
examination of real GDP on a quarterly basis, as shown in Chart 6, reveals that the depths of the
most recent recession were reached in late 2008 and early 2009. Discounting the short-term effects
of the 2008 tax rebates, the U.S. economy contracted in five of the six quarters between January
2008 and June 2009 (the term of the most recent recession). In particular, the economy experienced
a 6.8 percent contraction in the fourth quarter of 2008 and a 4.9 percent contraction in the first quarter
of 2009. This contraction of -6.8 percent during the fourth quarter of 2008 was the third-highest
quarterly loss in the post-war era. The four continuous quarters of losses from September 2008 to
June 2009 were the first time since the Great Depression that real GDP declined for four quarters.

3.0% ]

-3.0%

Employment in the U.S. peaked in December 2007 just as the recession was beginning, as
shown in Chart 3. After that, the number of lost jobs grew every month, reaching 820,000 in January
2009. During all of 2009, U.S. employers eliminated nearly 5.1 million jobs, cutting 3.9 million in the
first six months of the year alone. These staggering job losses pushed the October 2009
unemployment figure to 10.1 percent, the highest figure since June 1983. As a result, the labor
markets had not been so gloomy since the 1980-82 recession, when unemployment hit 10.8 percent.
The loss of jobs was widespread throughout the economy but the manufacturing and construction
sectors were hardest hit. During 2009, more than 1.5 million manufacturing jobs were lost and
construction jobs were down nearly 1 million from 2008 levels. Slumping retail sales led to the loss of
nearly 600,000 retail jobs since December 2008. The professional and business services sector lost
nearly 1 million jobs in 2009. Employment in the financial services area fell by 400,000 jobs in 2009.
In fact, the only major economic sector adding jobs in 2009 was health care, which added nearly
400,000 positions. During 2010, massive monthly job losses abated and the national economy
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managed to add a cumulative 900,000 jobs by the end of the year. However, job growth throughout
2010 was fitful as several early months of job creation were followed by months of net job losses.
From March to May, 2010, the national economy generated an average of 300,000 new jobs per
month. Fears of the European debt crises, rising energy costs and other factors conspired to weaken
job creation during the second and third quarters of 2010. Four consecutive months of net job losses
from June through September 2010 negatively impacted the economy. Job creation returned during
the fourth quarter of 2010 as nearly 400,000 jobs were created nationally.

REAL PERSONAL COI\CI:QS:\BIIZ'TION EXPENDITURES Job - losses, declines in
Annual Growth househ_old wealth and tighter credit
4.0% were just a few of the factors
— adversely affecting consumer

3.0% - ; ;
spending. Widely regarded as the
2.0% main engine of the U.S. economy

1.0% | _’> and accounting for fully two-thirds of
. (1) .
GDP, consumer spending had been
0.0% = s in a tailspin since the recession
deepened in the summer of 2008. It
is estimated that households had
-2.0% lost more than $14 trillion in net
2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 worth from the summer of 2007
through the end of 2009 due to
falling home equity and stock prices.
These stunning losses account for the large-scale retreat in consumer spending as shown in Chart 7,
which shows the annual average growth in real personal consumption expenditures for the period
2005 through 2009, with forecasts for 2010 to 2015. With consumers no longer able to tap into
growing equity in their homes and unemployment levels at 10 percent, consumer spending plunged in
both 2008 and 2009. The 2009 decline was the largest since 1974. Furthermore, annual growth in
real consumer expenditures had declined only twice before in the post-war period. Declines also
occurred in 1974 and 1980, but in the post-war period there had never been two consecutive years of
declines until 2008 and 2009.

-1.0%

The Forecast

In June 2009, the U.S. economy
emerged from the longest and most severe
economic  recession since the Great
Depression according to the National Bureau
of Economic Research. During 2009, the

Table 1
Forecast Change in

Key US Economic Indicators
Annual Percentage Growth*

economy contracted 2.6 percent — the largest | Indicator 2009 2010p 201lp 2012p
such contraction in the post-war period. The | Nominal GbP 788 43 4l
economy contracted during five of the six | Real GDP -2.6 2.9 32 2.9
guarters between January 1, 2008 and June | Real Personal -1.2 1.8 3.2 25
30, 2009, as shown in Chart 6. Moderate | Consumption

growth of 2.6 percent returned during the third | Corporate Profits 36 326 -23.6 4.9
quarter of 2010 and growth of 2.8 percent is | (After Tax)

estimated to have occurred during the fourth | Unemployment Rate 9.3 9.7 9.3 8.7
quarter of 2010. Stronger economic growth of | (Rate)

4.1 percent is forecast for the first quarter of | CPI -0.6 1.8 1.6 1.8
2011. Further, modest to healthy economic | Federal Funds (Rate) 0.2 0.2 0.2 1.3

growth is forecast for the national economy
through at least the second quarter of 2013,
according to a combination of data from both
IHS Global Insight and Moody’s Economy.com
economic forecasts.
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Annual growth in real GDP is projected to have been 2.9 percent in 2010. A combination of
data from both forecasting sources is highlighted in Table 1. This table presents actual data for 2009
and forecasts for the 2010-2012 periods for several national economic indicators. As noted, both real
and nominal GDP contracted during 2009. Similarly, real personal consumption expenditures and
inflation also contracted in 2009. The economy rebounded in 2010 and is projected to continue to
expand through 2012 and beyond.

Declines in housing construction and housing finance led the economy into recession and, as
the housing markets have likely bottomed out and begin to stabilize, the recovery is expected to
continue to gain traction. Residential housing construction experienced annual declines of 23.2
percent and 38.4 percent in 2008 and 2009, respectively. The enactment of federal tax breaks for
first-time homebuyers boosted activity during late 2009. The extension of these tax breaks into 2010
helped to boost activity during the first half of 2010 before a slowdown in the latter half of the year.
For all of 2010, new housing starts grew 6.5 percent on an annual basis. Sales of existing homes
rose in 2009 for the first time in four years, however, this growth was short-lived as sales of existing
homes declined 5.7 percent in 2010. Median existing housing prices plunged nearly 12 percent in
2009 — the sharpest fall since the Great Depression. Overall median existing housing prices rose 0.1
percent in 2010 but are expected to fall again by 2.3 percent in 2011 before growing minimally in 2012
and 2013, at annual rates of 2.1 percent and 7.1 percent, respectively.

Declining wealth from home values and stock market losses in 2008 and 2009 had erased an
estimated $14 trillion in household wealth since 2007, although 2010 stock market gains likely
recouped about one-third of that loss. Nevertheless, the lingering effects of those losses, combined
with declining real wages and persistently elevated unemployment, caused U.S. consumers to
drastically reduce their spending during 2008 and 2009, as shown in Chart 7. Real consumer
spending declined for two straight years through December 2009. During the post-war period, the
nation has witnessed only two other years in which real consumer spending declined — 1974 and
1980 — and the decline in each of those years was precipitated by an energy crisis.  While spending
declined on an annual basis during 2009, the last two quarters of 2009 did provide positive growth as
real consumer spending grew an estimated 2.9 percent and 1.7 percent, respectively. Consumer
spending began to gain traction during 2010, rising to an annual rate of 4.3 percent by the fourth
quarter of 2010. Household purchases climbed at a rate of 4.4 percent during the last quarter of
2010, the largest increase in four years. The forecast for 2011 includes projected growth of 3.2
percent in real consumer expenditures. Beyond 2011, real consumer spending is expected to grow
moderately, in the mid 2.0 percent range through 2015. These levels are well below the average
annual growth in real consumer spending of 3.6 percent experienced from 1992-2007. It is expected
that consumer spending will be constrained by chronically high unemployment, tight credit, diminished
household wealth and potentially rising federal income tax rates in 2013.

Personal income growth experienced a similar annual decline in 2009, declining 1.9 percent.
Despite elevated unemployment, growth in real personal income is expected to have returned in
2010, growing 1.3 percent annually. Stronger personal income growth is forecast from 2011 through
2015, as shown in Chart 10 below, as the economy continues to expand and as unemployment
gradually eases.

The U.S. economy shed nearly 8.7 million jobs during 2008 and 2009. Nearly 5.1 million jobs
were lost in 2009, with most of the losses occurring during the first two quarters. The U.S.
unemployment rate peaked in October 2009 at 10.1 percent. Since that time, the unemployment rate
has improved only minimally, remaining as high as 9.8 percent as late as November, 2010.
Employment gains during December 2010 and January 2011 have reduced the unemployment rate to
its current level of 9.0 percent. Despite the recent improvement in the unemployment rate, it has
been 9 percent or higher since March 2009, the longest period of elevated joblessness since monthly
records began in 1948.
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Additionally, the unemployment rate provides only a partial snapshot of the tough U.S. labor
market. The Bureau of Labor Statistics, the federal agency that tracks unemployment, conducts a
monthly survey of households to determine the estimated level of unemployment in the U.S. To be
counted as unemployed by the Bureau of Labor Statistics, one must be out of work but actively
searching for work. Given the length of the most recent recession and the “jobless” recovery to date,
approximately 2.5 million potential workers have given up on finding employment. This subset is
termed “discouraged workers;” these workers are not even considered part of the labor force and thus
are not counted as unemployed. If the unemployment rate included all 2.5 million discouraged
workers, the unemployment rate would likely rise another 1.5 percent, from 9.0 to 10.5 percent in
January 2011.

Further, consider that a significant portion of the U.S. labor force is counted as employed even
though they are working only part-time because that is the only employment they can find. This
portion of the labor force is called “labor underutilization” and currently numbers approximately 9
million persons. If these three categories the unemployed, the discouraged worker and the under-
utilized worker are combined, the “unemployment” rate climbs to 17 percent — or approximately 26
million Americans.

Finally, the duration in which people remain unemployed is a significant issue impacting
economic growth. Currently, more than 6 million people, or 41 percent, of the estimated 15 million
unemployed Americans have been without a job for more than 27 weeks. In December 2007, when
the most recent recession began, only 1.3 million were unemployed that long. An additional 1.3
million Americans have exhausted their maximum of 99 weeks of unemployment compensation and
are receiving no government benefits but remain unemployed.

Economists agree that additional and sustainable gains in employment will be needed to ensure
that U.S. consumers continue their recently elevated levels of spending. As during the previous
recovery in 2003-2004, job growth will likely be minimal during the recovery. Unemployment rates are
expected to remain elevated at 9.3 percent and 8.7 percent in 2011 and 2012, respectively.
December 2007 saw peak employment at 138 million people and economists estimate that it will be at
least until 2013 before that figure is reached again.

Current geo-political risks remain a significant risk to the economic forecast for growth in the
near term. Political unrest has recently erupted in North Africa and has spread to the Middle East,
toppling governments in Tunisia and Egypt and threatening to destabilize other countries such as
Libya, Bahrain, Yemen, Algeria, Oman and Jordan. The unrest has caused a new shockwave in
worldwide oil prices, pushing the benchmark for crude oil over $100 per barrel on concerns of supply
disruptions. Oil prices have risen 7.4 percent since the start of 2011 and gasoline prices are up 10.7
percent. U.S. gasoline prices have been rising during the first quarter of 2011 and are at their highest
levels since the last surge in oil prices in March 2008 — a surge that contributed greatly to the most
recent recession. During January 2011, gasoline sales accounted for 10.3 percent of all retail sales in
the U.S., marking their highest percentage of retail sales since October 2008. It is estimated that
each 1 cent increase in the price of gasoline takes about $1 billion out of the pockets of consumers
over the course of a year, leaving less money to spend on other goods and services. The biggest risk
to the economy from climbing energy prices lies with consumers. Since consumer spending accounts
for roughly 70 percent of real GDP, rising oil and gasoline prices could significantly moderate
projected growth in consumer expenditures and real GDP in the near term.

Another risk to the short term forecast remains federal, state and local government spending.
State and local government spending contracted at an annual pace of 2.4 percent during the fourth
quarter of 2010. Continued governmental shortfalls indicate that additional cutbacks could be
forthcoming. Recent changes in the makeup of the U.S. Congress raise the prospect of reduced
levels of federal spending.

As noted previously, trillions of dollars were spent between 2007 and 2010 trying to keep the
global economy from sinking into depression. Fears are now growing that the massive debt
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accumulated during the Great Recession will complicate any recovery for years to come. A
consensus of economists believes that the Fed will not begin to raise interest rates until at least early
2012. At present, the recovery is too weak to risk raising interest rates, which could kill off any
growth. The problem with raising interest rates in the current environment is knowing when to pull the
trigger. Doing so too early would undermine the recovery and bring about a greater possibility of a
double-dip recession. Waiting too long to raise interest rates could mean a flood of cheap money that
could again fuel a new asset bubble. In addition, the Fed must begin to unwind more than a half-
dozen lending and market-support programs currently in place, including its first “quantitative easing”
program initiated in 2008. It also must drain more than a trillion dollars in excess reserves it has
added to the system in the past few years. In response to slow progress on job creation, the Fed
recently announced its plans to further bolster the recovery through another round of large-scale
asset purchases. This latest program, announced in August 2010 and euphemistically termed “QEII”
or “guantitative easing Il,” involves an additional purchase of $600 billion in long-term U.S. Treasuries
by the Fed. The goal of QEIl is to spark a modest level of inflation to encourage business to begin to
hire additional workers. This policy assumes that increased employment would then lead to
increased consumption, and a self-sustaining economy recovery would follow.

Pennsylvania Outlook

The commonwealth’s economic performance is largely dependent upon job growth.
Pennsylvania’s labor market, specifically the non-agricultural sectors, experienced considerable
growth from January 2004 through December 2007 as nearly 200,000 jobs were created within the
commonwealth. Continued job creation, combined with somewhat slower growth in the overall labor
force, produced a decline in Pennsylvania’s unemployment rate, to a low of 3.8 percent in March
2007. As the U.S. and state economies entered into recession in late 2007, employment in the
commonwealth peaked in January 2008 at 5.811 million non-agricultural jobs. During the most recent
recession, which officially lasted from December 2007 until June 2009, Pennsylvania lost nearly
214,000 jobs. The loss of jobs in Pennsylvania started slowly in early 2008 and initially was
measured in a few thousand per

month, as shown in Chart 8. Chart 8
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still better than the national average of -3.9 percent. Nationally, Pennsylvania ranked 23" best in
terms of fewest job losses during the most recent recession — placing it just above the middle of the
50-state ranking.. In December 2009, the commonwealth’'s unemployment rate was 8.9 percent, its
highest level since August 1984, while the national unemployment rate for December 2009 was 10
percent. Since that time, the commonwealth’'s unemployment rate has risen as high as 9.3 percent in
July 2010 and the national unemployment rate has topped out at 10.1 percent in October 2010.
Pennsylvania’s unemployment rate has traditionally been equal to or below the national average
following the diversification of the commonwealth economy in the 1980’'s and 1990’s. The
commonwealth’s unemployment rate is forecast to drop below 9 percent in 2011 and below 8 percent
in 2012.

Pennsylvania’s fiscal year 2009 job losses were lower than the national average, and remained
less steep than those of the surrounding states of New Jersey, Delaware and Ohio. Further, among
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the ten largest states, only Texas, New York and Pennsylvania lost jobs at rates lower than the
national average. As job losses were more subdued in Pennsylvania in 2008 and 2009, the
commonwealth moved up to 19™ in the ranking of average annual state growth in employment (with
the first being the best). During 2010, the commonwealth percent change in employment was good
enough to move the state up to 13" nationally. Pennsylvania has traditionally been around 40" or
below in this ranking, particularly during periods of strong job creation. The comparatively strong
ranking, however, is somewhat deceptive: While the state does not generally produce as many new
jobs when the economy is going strong, the commonwealth also does not suffer as much as the rest
of the country as a whole during periods of economic contraction, as shown in Charts 9 and 10.

This pattern has been
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commonwealth saw job losses
across all sectors in 2009 except for the educational and health services sectors — which had job
growth of 2.0 percent in 2009, and the government sector — which had job growth of 0.1 percent in
2009. The manufacturing and information technology sectors had the worst year-over-year rate of job
losses in Pennsylvania in 2009, with manufacturing jobs down 10.3 percent and information
technology jobs down 6.6 percent. The construction, natural resources and mining, financial services,
and professional and business services sectors also saw significant job losses in 2009, with each
sector experiencing year-over-year job losses in excess of 5.4 percent. Similar employment trends
continued within the commonwealth during 2010 as most sectors saw declines in employment. The
exceptions were the education and health services sector and the leisure and hospitality service
sector which had gains of 1.1 percent and 2.3 percent respectively in 2010. The construction,
manufacturing and financial services sectors experienced the largest year-over-year declines in
employment during 2010: at -2.1 percent, -2.8 percent and -3.0 percent, respectively. The trade and
transportation sector and information services also saw job losses during 2010.

As the national economic recovery gains strength, the annual growth in employment levels in
Pennsylvania is forecast at 1.5 percent in 2011, while the U.S. employment growth is expected to be
1.3 percent in 2011. Slightly more robust job growth of 1.8 percent is forecast for the commonwealth
in 2012. As the national economy gains further strength, the rate of job growth in Pennsylvania is
expected to again lag behind the national average beginning in 2012. Total peak-to-trough job
losses for the commonwealth during the most recent recession were an estimated 271,000 and the
state unemployment rate peaked at 9.3 percent during July 2010. According to forecasts from IHS
Global Insight, the commonwealth’s unemployment rate is expected to decline to an average 8.1
percent during 2011. Employment levels in Pennsylvania are not expected to surpass the pre-
recession peak of 5.811 million until mid-2012, according to current forecasts.

Housing construction bottomed out in Pennsylvania in 2009, down from a high of 45,000 new
units in 2005 to just over 16,000 units in 2009. During 2010, new housing starts rebounded in the
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commonwealth, growing to nearly 20,000 — or a 21.2 percent increase from the prior year. Economic
forecasts project that housing starts will continue to grow in 2011 at an annual growth rate of 14.7
percent, followed by more robust growth of 27.8 percent in 2012. The rate of sales of existing homes,
which declined by 17.5 percent during 2008, slowed to an annual decline of 0.2 percent in 2009.
Sales of existing homes weakened further during 2010, declining 7.7 percent from the prior year.
Economic projections indicate a slow start to a sales rebound, with growth of 1.5 percent forecast in
2011, followed by stronger growth projected in 2012 through 2014.

Pennsylvania has weathered the bursting of the housing bubble better than most other states.
The commonwealth ranks 29" in the country in loans in foreclosure and 40" in the nation in terms of
new loan foreclosures initiated in 2010. Further, while home prices had been falling dramatically
throughout the nation, home price appreciation in Pennsylvania has essentially stalled from 2007 to
2010. Home prices in the commonwealth are forecast to decline minimally in 2011 before home
values begin to appreciate in 2012.

Pennsylvania-based energy and mining firms historically led the nation during much of the past
two centuries before falling on hard times in the 1980s. Escalating oil and natural gas prices have
contributed to increased exploration for new energy reserves. While mining activity has declined
significantly within the commonwealth, the emergence of the Marcellus Shale natural gas reserves
under much of Pennsylvania is leading to a resurgence in the industry. The Marcellus Shale natural
gas field could be the second-largest natural gas field in the world and producers are spending billions
in the commonwealth to increase production. Over 1,000 drilling permits have been granted in
Pennsylvania in 2010, more than double the rate approved in 2008. Estimated job creation tied to the
expanded natural gas industry is forecast to add upwards of 200,000 jobs and more than $18 billion in
output to the state economy by the end of the decade. An illustration of this economic growth
potential from Marcellus Shale is being played out in housing prices in the greater Williamsport area,
which saw its housing price index grow 8.38 percent in 2010. This growth was second in the nation to
only the Texas city of Laredo, which grew 9.52 percent in 2010.
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2003, personal income in the U.S. began to exceed the Pennsylvania average — although
Pennsylvania’s personal income growth remained strong and positive. As the most recent recession
deepened, the rate of growth in real personal income plunged for the nation as a whole, as it did for
the commonwealth. However, the decline in the rate of growth was less severe for Pennsylvania than
for the rest of the nation. In fact, the commonwealth ranked 12" in the nation in terms of the percent
change in personal income during 2008. For all of 2009, Pennsylvania’s rate of growth in real
personal income declined only one-quarter of the amount that it did in the nation as a whole — a drop
of -0.5 percent for Pennsylvania versus -1.9 percent for the nation. During 2010, the commonwealth’s
growth in real personal income mirrored that of the nation at approximately 1.2 to 1.3 percent.
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Pennsylvania ranked 25" in the nation in terms of its rate of growth in personal income during 2010.
This strong performance is partially the result of the diversification of the Pennsylvania economy and
a stronger state labor market. The growth of less recession-prone industries such as health care,
pharmaceuticals, education and government has also aided the commonwealth.
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The commonwealth has actually outperformed the national economy during the three most recent
years. During 2008, the commonwealth’s economy grew at an annual rate of 0.8 percent while the
national economy failed to grow at all, returning a growth rate for 2008 of 0.0 percent. Similarly,
during 2009, the state economy again outperformed the national economy by recording a lower loss —
-1.0 percent for the commonwealth versus -2.6 percent for the broader U.S. economy. Finally, during
2010 the commonwealth’s economy expanded at a rate of 3.4 percent versus 2.9 percent for the
nationally economy. As the economic recovery gains strength, the gap between the two rates of
growth is expected to re-emerge beginning in 2011 and continuing through at least 2015. However,
the commonwealth’s economy is expected to expand generally at the same rate as the national
economy, lagging behind by an average of 0.5 percent per year through 2015.
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SUMMARY OF MAJOR OPERATING FUNDS

The total 2011-12 operating budget for the commonwealth is $63.6 billion. It includes $27.3
billion in the General Fund, $2.6 billion in the Motor License Fund, nearly $22.1 billion in federal funds
and $11.6 billion in fees and other special fund revenues.

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

General Fund

Revenue

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

Tax revenue in the General Fund constitutes over 90 percent of annual General Fund
revenue. Four taxes account for the majority of General Fund tax revenue. The personal income tax,
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the sales and use tax, the corporate net income tax and the capital stock and franchise tax together
provide approximately 74.3 percent of annual General Fund revenue. For non-tax revenue, the largest
sources of revenues are typically from profit transfers from the Pennsylvania Liquor Control Board,
earnings of investments, and the escheats or “unclaimed property” program.

Recent Revenue Trends: For the five fiscal years ending with 2009-10, total General Fund
revenue grew by 6.94 percent, an annual rate of 1.7 percent. The rate of growth for revenue during
the period has been adversely affected by the recent economic recession as well as the enactment of
several tax rate and tax base changes that have enhanced receipts. Without adjusting for tax rate and
base changes, the major tax revenue sources experiencing the largest growth during this period were
the alcoholic beverages tax and the cigarette tax. Each had five-year total increases of over 33
percent and 23 percent respectively. Revenue from some tax sources declined over the period.
Receipts from the realty transfer tax declined 46.4 percent and corporate tax fell by 24.6 percent.
Non-tax revenue sources during this period increased by 466 percent overall or an average of 21.6
percent annually. Increased transfers from other funds during the 2009-10 fiscal year accounted for
most of the increase during the period.

Receipts from the personal income tax in recent fiscal years had been steadily improving
since the recession of 2001. However, the most recent recession has resulted in year-over-year
declines in personal income tax receipts from fiscal year 2007-08 to 2008-09 and then again for fiscal
year 2009-10. Annual declines in personal income tax receipts were 6.5 percent and 2.3 percent in
the fiscal years ending 2009 and 2010 respectively. Notwithstanding the two year declines in
personal income tax revenues and without adjusting for changes in the tax rate, personal income tax
collections over the past five completed fiscal years have averaged 4.7 percent annual growth. An
upward revision in the personal income tax rate enacted in December 2003 impacted the average
annual growth rate calculated above. The most recent national economic recession ended in June
2009 and commonwealth tax receipts have been responding accordingly, performing slightly above
estimate for the 2009-10 fiscal year-to-date. Through January 2011, personal income tax receipts
are 1.6 percent above the certified revenue estimate for fiscal year 2010-11. Personal income tax
receipts are also 4.7 percent above 2009-10 collections through the same period. Personal income
tax receipts for fiscal year 2010-11 are expected to grow 1.7 percent over 2009-10 actual collections.
For fiscal year 2011-12, personal income tax receipts are expected to grow 6.7 percent above fiscal
year 2010-11 levels. 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 taxable property and services used by consumers and by
businesses. Recently, annual growth rates for this tax have been weak during the most recent decade
when compared to pre-2000 levels. Sales and use tax receipts over the past five completed fiscal
years have declined by an average 0.9 percent annual growth. The national economic recession
adversely impacted sales and use tax receipts during the three most recently completed fiscal years.
Annual declines of 1.1 percent, 4.3 percent and 1.3 percent occurred during the fiscal years-ending
2008, 2009 and 2010. These three year annual declines in sales and use tax receipts were the first
such year-over-year declines since 1990-91. This negative trend has ended during the current fiscal
year and fiscal year receipts of sales and use tax receipts are growing modestly. Through January
2011, sales and use tax receipts are 2.2 percent above the 2010-11 official estimate. Sales and use
tax receipts for all of 2010-11 are projected to increase by 2.0 percent above the 2010-11 official
estimate. Sales and use tax receipts have grown 4.6 percent through January 2011 on a year-over-
year basis and are expected to grow a total of 5.9 percent on a year-over-year basis during fiscal year
2010-11. For 2011-12, consumer spending is expected to moderate and produce a growth rate of 1.8
percent above the Revised 2010-11 Estimate. Estimates for the sales and use tax are developed
from a regression equation that uses forecasts of national consumer expenditures on durable goods,
business investment, and national consumption on new and used motor vehicles.

The largest 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. Corporate tax receipts,
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including both the corporate net income tax and the capital stock and franchise tax, have been
declining since 2005-06. In addition, previously enacted tax rate reductions to the capital stock and
franchise tax continue to be implemented which annually reduce the tax rate imposed until it will be
entirely eliminated in 2013. The most recent economic recession has been very hard on corporate
profits. Corporate tax receipts over the past five completed fiscal years have decreased by total of
24.6 percent, as corporate profits plunged in 2008-10. During the last two fiscal years, corporate tax
receipts have declined 19.5 percent and 7.8 percent respectively. As result, corporate tax receipts
averaged a loss of 6.8 percent annually for each of the past five fiscal years. However, this trend has
reversed itself during the current fiscal year. Current fiscal year-to-date corporate tax receipts are
11.3 percent above 2009-10 levels through January 2011 as the national economic recovery gains
traction. Corporate net income tax receipts for all of 2010-11 are projected to grow by 3.5 percent
above 2009-10 actual receipts and capital stock and franchise tax receipts are expected to grow 8.1
percent above 2009-10 levels. The continued recovery from the national economic recession is
expected to positively impact corporate receipts in 2011-12, as such receipts are projects to grow 9.0
percent above the 2010-11 estimates. Additionally, the effects of the continued rate reduction for the
capital stock and franchise tax will likely result in a decline of 8.6 percent from this source of corporate
taxes in 2011-12. These growth rates reflect improving economic conditions in Pennsylvania.
Estimates for the corporate net income tax are developed from a regression equation that uses
forecasts of national before-tax corporate profits.

Expenditures

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

The total General Fund budget proposed for 2011-12 is $27.3 bilion. General Fund
expenditure growth is projected to decrease 3.1 percent when accounting for the nearly $3.1 billion of
federal stimulus funds in 2010-11 that offset state General Funds. Major program expenditures occur
in the areas of education, public health and welfare and state correctional institutions.

PreK-12 Education (Basic Education): The financial responsibility for public education in
Pennsylvania is shared by the commonwealth and 500 local school districts. Funds provided by the
commonwealth supplement funds raised locally. State aid to local school districts is provided through
various school subsidy payments for basic instruction, career and technical education, debt service,
pupil transportation, employee retirement programs including social security and various special
education programs.

The largest such subsidy is the Basic Education subsidy, which provides commonwealth aid
to local school districts. This budget proposes more than $5.22 billion for the Basic Education subsidy
in state funds in 2011-12. This budget also proposes an increase of $15.97 million, to more than $198
million, in state funds for Early Intervention services, which is an increase of 8.8 percent. In total, state
funding for basic education is over $9.1 billion in 2011-12.

Higher Education: Higher education in Pennsylvania is provided through 271 degree-
granting institutions, which include the 14 universities of the State System of Higher Education, four
state-related universities, community colleges and various other independent institutions. The budget
proposes nearly $1.25 billion for higher education institutions and students in state funds. This
includes nearly $397 million for student financial assistance.
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Public Health and Welfare: The commonwealth provides support for its residents who are
seeking to achieve and sustain independence. It also provides care, treatment and rehabilitation to
persons with mental and physical disabilities and supports programs to prevent or reduce social,
intellectual and physical disease and disabilities. For 2011-12, the total public health and human
services expenditures from all sources is $30.3 billion; the amount from the General Fund will be
$11.6 billion, which is an increase of $2.4 billion or 26.4 percent. After adjusting for $1.7 billion in
nonrecurring enhanced Federal Medical Assistance Percentage (FMAP) funds, the increase is $687.9
million or 6.3 percent.

The largest component of the public health and welfare expenditures is the Medical
Assistance program. In the last ten years, the program grew at an annual rate of 6.3 percent.
Caseload growth has increased over the last three years after a period of relatively low growth due to
current economic conditions. Technological advances in medicine and general medical inflation,
including increases in pharmaceutical prices, result in an increase in overall Medical Assistance
expenditures in 2011-12. In an effort to continue to contain costs and operate efficiently, while
maintaining the necessary services, this budget continues 2010-11 cost containment initiatives and
proposes additional cost containment strategies in 2011-12. Total funding in 2011-12 increased $0.6
billion from $18.3 billion to $18.9 billion. This increase would have been higher if not for the cost
containment efforts. State funds are anticipated to increase from $4.5 billion in 2010-11 to $6.7 billion
in 2011-12, which is an increase of $2.2 billion or 48.7 percent. After accounting for the nonrecurring
FMAP funds, the increase is $443.2 million or 7.1 percent. The enhanced FMAP provided over $1.7
billion in 2010-11 and directly offset state fund costs.

Income maintenance, including cash assistance payments and child care services for families
in transition to independence and self-sufficiency, totaled $3.3 billion from all sources for 2010-11.
This budget proposes to rightsize employment and training contracts consistent with federal work
requirements. As a result, the 2011-12 budget reduces total resources to $2.9 billion while the
commonwealth’s General Fund share is decreased from $1.14 billion to $1.09 billion. Of the $2.9
billion, the budget provides a total of $804 million for child care services.

The 2011-12 budget continues the policy of supporting independence for people with mental
health and intellectual disabilities and. In June 2002, the state supported 5,098 institutional beds. By
June 2011, that will be reduced to 2,733, a reduction of 46 percent. Over that period, the community
budgets will have grown by $919 million in total funds, an increase of nearly 54 percent.

State Correctional Institutions: The 2011-12 budget proposed for the state correctional
system is $1.9 billion. From 2007-08 to 2011-12, total costs have grown from $1.6 billion to $1.9
billion. This is due to the increase in the inmate population in the state correctional system, which has
grown from 46,369 inmates in 2007-08 to an estimated 50,775 inmates in 2011-12.

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.
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Taxes on various fuels provided approximately 44.8 percent of total Motor License Fund
revenues in 2009-10. Revenue from liquid fuels taxes, which have been weak over the past several
years, decreased significantly in 2008-09. Revenues from liquid fuels taxes declined 12 percent
during 2008-09 but rebounded during 2009-10 to post a year-over-year gain of 5.5 percent. However,
for the five-year period ending with 2009-10, liquid fuels tax revenues decreased at an annual
average rate of 1.4 percent. Current fiscal year-to-date liquid fuels receipts are 8.7 percent above
2009-10 levels through January 2011. For 2001-11 an increase of 4.5 percent is projected while the
budget for 2011-12 projects an increase in liquid fuels tax receipts of 0.5 percent over the revised
estimate for 2010-11.

License and fee revenues represent the other major source of revenues for the Motor License
Fund. Annual growth of receipts from these sources has also been weak. For the five-year period
ending with 2009-10, license and fee revenues increased at an annual average of 0.8 percent.
However, as the national economy continues to recover, an increase of 2.3 percent in license and fee
revenue is projected for fiscal year 2010-11 and for 2011-12 an increase of 2.1 percent is estimated.

Beginning in 2007-08, the commonwealth and the Pennsylvania Turnpike Commission
reached an agreement for the Turnpike Commission to provide annual contributions for an expanded
highway and bridge program and for local maintenance of roads and bridges. In 2009-10, the
agreement called for the Turnpike Commission to provide $500 million. Beginning in 2010-11, annual
contributions are projected at $200 million.

The budget for 2011-12 recommends nearly $4.7 billion for construction, reconstruction and
maintenance of highways and bridges in the commonwealth. This is a reduction of 4% from 2010-11,
primarily due to loss of Turnpike Commission contributions and federal American Recovery and
Reinvestment Act (ARRA) funds.

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

Lottery Fund

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

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

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

The Pharmaceutical Assistance Contract for the Elderly (PACE) program is the second
largest program in the Lottery Fund. 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.

COMMONWEALTH OF PENNSYLVANIA A1.38 GovERNOR'’s ExecuTive BubceT 2011-2012



Overview: Economic Outlook

The PENNCARE program is the third largest in the Lottery Fund. It provides home and
community-based services to older Pennsylvanians to enrich their lives and enable them to delay or
avoid moving to a nursing home. For 2011-12, $248.8 million is provided for the PENNCARE
appropriation. For additional details, see the Department of Aging presentation.

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

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

The Lottery Fund sales estimates in 2011-12 and future fiscal years assume higher levels of
prizes and commissions that will grow net ticket revenue and result in more money for programs
supporting older Pennsylvanians.

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.

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, tobacco use prevention and cessation, broad-based health research, medical care for workers
with disabilities, contributions to the PACENET program 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 8 percent of the annual payment from the MSA have been deposited
into the endowment account.

The 2005-06 budget initiated a resource redirection to take into consideration the escalating
cost of long-term care services for Pennsylvania seniors and persons with disabilities. At the same
time, a significant new revenue stream, the Community Health Reinvestment Agreement with the Blue
Cross/Blue Shield plans, became available for this fund’'s program of health insurance for the
uninsured. In 2009-10 and 2010-11, Act 50 of 2009 and Act 46 of 2010 redirected 25 percent of the
funds allocated to tobacco use prevention and cessation activities, 33 percent of the funds allocated
to health care insurance for uninsured adults, 100 percent of the funds allocated for the Endowment
Account, tobacco revenue interest and earnings and the annual strategic contribution payment to
offset the cost of long term care. In addition, Act 50 of 2009 redirected 37.5 percent of the funds
allocated to tobacco use prevention and cessation to the General Fund and transferred $150 million
from the Endowment Account to the General Fund. Act 46 of 2010 redirects 37.5 percent of the funds
allocated to tobacco use prevention and cessation to the General Fund, transfers $121 million from
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the Endowment Account to augment the appropriation for payment of required contributions to the
Public School Employees’ Retirement System, transfers $250 million from the Tobacco Settlement
Fund to the General Fund, and transfers all remaining assets, cash and investments as of June 1,
2011 to the Tobacco Settlement Fund. This budget proposes to transfer the Tobacco Settlement Fund
balance to the General Fund and deposit Tobacco Master Settlement Agreement revenue directly into
the General Fund beginning in 2011-12.

Rainy Day Fund

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

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

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

The transfer from the 2003-04 General Fund balance to the Budget Stabilization Reserve
Fund of $190 million exceeded the 25 percent statutory minimum and increased the balance in the
Fund to more than $260 million, bringing it slightly higher than the balance in 1996-97. In accordance
with Act 41 of 2005, the transfer from the General Fund balance for the fiscal year 2004-05 was 15
percent of the balance; the amount transferred was $64.4 million. Transfers of 25 percent of the
General Fund balance amounted to $171.4 million in 2005-06 and $177 million in 2006-07. Act 53 of
2008 suspended the transfer of surplus funds to the Budget Stabilization Reserve Fund for 2007-08.

The downfall in the national economy has negatively impacted the commonwealth’'s
revenues. To help balance the 2009-10 budget, Act 50 of 2009 authorized the transfer of $755 million
from the Budget Stabilization Reserve Fund to the General Fund. Act 46 of 2010 authorized the
transfer of $745,000 to the General Fund.
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Complement

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

Authorized Complement

82,000
81,500

81,000 -

80,500

80,000
79,500

79,000
78,500

78,000 -

2010-11 2011-12

This budget proposes an overall reduction in the commonwealth’s current authorized
FTE salaried complement level in 2011-12 of 1,550 positions, from 81,478 to 79,928
positions.
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STATEMENTS

This section summarizes the budget for the General Fund and selected
Special Funds. It includes seven year financial statements for each of these
funds, a seven year summary by agency and fund, summaries by the seven
commonwealth programs, and several summaries for the General Fund
including income by major source and outgo by program.
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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 2009-10 actual year, 2010-11 available year, 2011-12
budget year, as well as future year estimates. Additional information on revenues and
expenditures is detailed in subsequent tables and in Section C of this budget.

General Fund

(Dollar Amounts in Thousands)

2009-10 2010-11 2011-12 2012-13 2013-14 2014-15 2015-16

Beginning Balance............ccccceveeniens $ -2,030,417 $ -294,233 $ 586,087 $ 3,694 $ 2,683 $ 4877 $ 3,367
REVENUES.......ccvveeiciiee i $ 27,648,162 * $ 26,790,100 $ 27,945,058 $ 29,127,281 $ 29,811,182 $ 30,450,329 $ 31,200,578
AUStMENts®........c.cooeieereeereeeen, -969,591 -945,000 -1,195,000 -1,215,000 -1,235,000 -1,255,000 -1,275,000
Funds Available.............ccccveeeviieennnnn, $ 24,648,154 $ 25,550,867 $ 27,336,145 $ 27,915,975 $ 28,578,865 $ 29,200,206 $ 29,928,945
Total Spending’........cccoeveeeeveveeeeeeen. -27,640,453 -28,019,772 -27,331,219 -27,912,398 -28,572,362 -29,195,716 -29,924,469
Federal ARRA Offset...........ccccvveviunnnnn. 2,698,066 3,054,992 0 0 0 0 0
Total State Expenditures..................... -24,942,387 -24,964,780 -27,331,219 -27,912,398 -28,572,362 -29,195,716 -29,924,469
Preliminary Balance............cccccvevvennns $ -294,233 $ 586,087 $ 4926 $ 3577 $ 6,503 $ 4,490 $ 4,476
Less Transfer to Budget Stabilization

Reserve Fund...........ccccoveeveieiiivnenn 0 0¢ -1,232 -894 -1,626 -1,123 -1,119
Ending Balance...........ccccceiiiiiieinenne. $ -294233 $ 586,087 $ 3,694 $ 2,683 $ 4877 $ 3,367 $ 3,357

# FY 2009-10 revenues include $755 million transferred from the Budget Stabilization Reserve Fund.
b Includes refunds, lapses and adjustments to beginning balances.
© Includes State General Fund appropriations and Federal ARRA funds appropriated from the enhanced Federal

Medical Assistance Percentage, the State Fiscal Stabilization Fund and the Education Jobs Fund (in 2010-11).

d This budget proposes the suspension of the 25% transfer to the Budget Stabilization Reserve Fund for FY 2010-11.
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Motor License Fund?

(Dollar Amounts in Thousands)
2009-10 2010-11 2011-12 2012-13 2013-14 2014-15 2015-16

Beginning Balance......................... $ 57684 $ 165,145 $ 277,707 $ 108,165 $ 53,757 $ 28,298 $ 13,208
ReCeIPtS.....cocvviiiiiiiiici s 2,735,134 2,528,030 2,410,850 2,445,550 2,468,020 2,484,770 2,504,930
Funds Available..................c..c....... $2,792,818 $ 2,693,175 $ 2,688,557 $ 2,553,715 $ 2,521,777 $ 2,513,068 $ 2,518,138
Less Expenditures.............ccccoeuenne. -2,627,673  -2,415,468 -2,580,392 -2,499,958 -2,493,479 -2,499,860 -2,511,618
Ending Balance...............c..cooeneis $ 165,145 $ 277,707 $ 108,165 $ 53,757 $ 28,298 $ 13,208 $ 6,520

Banking Department Fund

(Dollar Amounts in Thousands)
2009-10 2010-11 2011-12 2012-13 2013-14 2014-15 2015-16

Beginning Balance............cccccce...... $ 9,842 $ 8,681 $ 10,631 $ 7,116 $ 3,601 $ 86 $ -3,429

RECEIPLS....oiiiiiiiiiiee e 19,898 21,988 17,839 17,839 17,839 17,839 17,839

Funds Available............................ $ 29,740 $ 30,669 $ 28,470 $ 24955 $ 21,440 $ 17,925 $ 14,410

Less Expenditures...........cccccevveeenn. -21,059 -20,038 -21,354 -21,354 -21,354 -21,354 -21,354

Ending Balance...........ccccocccvvvveeenn. $ 8,681 $ 10,631 $ 7,116 $ 3,601 $ 86 $ -3,429 $ -6,944
Boat Fund

(Dollar Amounts in Thousands)
2009-10 2010-11 2011-12 2012-13 2013-14 2014-15 2015-16

Beginning Balance......................... $ 16973 $ 17,101 $ 19,762 $ 16,769 $ 13,776 $ 10,783 $ 7,790
ReCeIPtS......ooiiiiiiiiiiic s 17,091 22,742 13,572 13,572 13,572 13,572 13,572
Funds Available.................ccocoeee. $ 34064 $ 39843 $ 33334 $ 30341 $ 27348 $ 24355 $ 21,362
Less Expenditures.............ccocceunenee. -16,963 -20,081 -16,565 -16,565 -16,565 -16,565 -16,565
Ending Balance...............ccccccoeeneins $ 17,101 $ 19,762 $ 16,769 $ 13,776 $ 10,783 $ 7,790 $ 4,797

a .
Excludes restricted revenue.
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Farm Products Show Fund

(Dollar Amounts in Thousands)
2009-10 2010-11 2011-12 2012-13 2013-14 2014-15 2015-16

Beginning Balance............ccccce..... $ 80 $ 114 $ 182 $ 91 $ 45 $ 34 $ 23

RECEIPLS....ooiiiiiiiiiieeee e 8,942 9,072 8,855 8,900 8,935 8,935 8,935

Funds Available..............ccocoeeenne. $ 9,022 $ 9,186 $ 9,037 $ 8,991 $ 8,980 $ 8,969 $ 8,958

Less Expenditures...........cccccevveeenn. -8,908 -9,004 -8,946 -8,946 -8,946 -8,946 -8,946

Ending Balance............cccocovevernnen. $ 114 $ 182 $ 91 $ 45 $ 34 $ 23 $ 12
Fish Fund

(Dollar Amounts in Thousands)
2009-10 2010-11 2011-12 2012-13 2013-14 2014-15 2015-16

Beginning Balance............cccccce..... $ 30,734 $ 30,241 $ 36,150 $ 31,817 $ 27,484 $ 23,151 $ 18,818

RECEIPLS....oiiiiiiiiiieeeee e 43,188 49,620 36,738 36,709 36,709 36,709 36,709

Funds Available............................ $ 73,922 $ 79,861 $ 72,888 $ 68,526 $ 64,193 $ 59,860 $ 55,527

Less Expenditures...........cccccevveeenn. -43,681 -43,711 -41,071 -41,042 -41,042 -41,042 -41,042

Ending Balance.........c.ccccocccvvveeeenn. $ 30,241 $ 36,150 $ 31,817 $ 27,484 $ 23,151 $ 18,818 $ 14,485
Game Fund

(Dollar Amounts in Thousands)
2009-10 2010-11 2011-12 2012-13 2013-14 2014-15 2015-16

Beginning Balance......................... $ 27,744 $ 27,054 $ 23538 $ 6,841 $ 5216 $ 3591 $ 1,966
ReCeipts......cocvvieiiiiiiiii e 74,660 77,925 67,039 68,648 68,648 68,648 68,648
Funds Available...............c.cccoeee. $ 102,404 $ 104979 $ 90,577 $ 75489 $ 73,864 $ 72,239 $ 70,614
Less Expenditures...........cccceeveenne -75,350 -81,441 -83,736 -70,273 -70,273 -70,273 -70,273
Ending Balance..............ccccceeeennen. $ 27054 $ 23538 $ 6,841 $ 5216 $ 3591 $ 1,966 $ 341
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Keystone Recreation, Park and Conservation Fund

(Dollar Amounts in Thousands)
2009-10 2010-11 2011-12 2012-13 2013-14 2014-15 2015-16

Beginning Balance............ccccce..... $ 4,447 $ 0% 6,814 $ 0% 0% 0% 0
RECEIPLS....oiiiiiieiiiieeiee e 50,884 50,935 59,442 70,001 77,412 82,318 87,541
Funds Available..............ccccueeennn. $ 55,331 $ 50,935 $ 66,256 $ 70,001 $ 77,412 % 82,318 $ 87,541
Less Expenditures...........ccccevveeenn. -55,331 -44,121 -66,256 -70,001 -77,412 -82,318 -87,541
Ending Balance.............ccoceeennnen. $ 0 $ 6,814 $ 0 $ 0 $ 0 $ 0 $ 0

Lottery Fund

(Dollar Amounts in Thousands)
2009-10 2010-11 2011-12 2012-13 2013-14 2014-15 2015-16

Beginning Balance................cc....... $ 113,189 $ 101,362 $ 133,230 $ 103,579 $ 52,331 $ -16,907 $ -104,618
Add Reserve From Prior Year........ 0 0 0 0 0 0 0
RECEIPLS....oovviiieiiieec e 1,550,708 1,635,461 1,594,747 1,599,829 1,605,289 1,610,619 1,615,431
Funds Available.............cccocveennen. $ 1,663,897 $ 1,736,823 $ 1,727,977 $ 1,703,408 $ 1,657,620 $ 1,593,712 $ 1,510,813
Less Expenditures...........ccccceveeeenn. -1,562,535 -1,603,593 -1,624,398 -1,651,077 -1,674,527 -1,698,330 -1,722,306
Less Reserve for Current Year....... 0 0 0 0 0 0 0
Ending Balance.............ccoocveennnen. $ 101,362 $ 133,230 $ 103,579 $ 52,331 $ -16,907 $ -104,618 $ -211,493
Racing Fund

(Dollar Amounts in Thousands)
2009-10 2010-11 2011-12 2012-13 2013-14 2014-15 2015-16

Beginning Balance............ccc.ccuu.... $ 358 $ 49 $ 0 $ 0 $ 0 $ 0 $ 0
RECEIPLS. ... 16,939 18,116 17,666 17,666 17,666 17,666 17,666
Funds Available............cccocoeneeenn. $ 17,297 $ 18,165 $ 17,666 $ 17,666 $ 17,666 $ 17,666 $ 17,666
Less Expenditures..........cccceeeeeenne -17,248 -18,165 -17,666 -17,666 -17,666 -17,666 -17,666
Ending Balance............cccoeoeeennnenn. $ 49 $ 0 $ 0 $ 0 $ 0 $ 0 $ 0
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Tobacco Settlement Fund

(Dollar Amounts in Thousands)

2009-10 2010-11 2011-12 2012-13 2013-14 2014-15 2015-16
Beginning Balance............cccccce...... $ 433,443 $ 364,091 $ 360,000 $ 0% 0% 0% 0
RECEIPLS....ooiiiiiiiiiieeee e 374,843 610,757 0 0 0 0 0
Funds Available..............cccceeennn $ 808,286 $ 974,848 $ 360,000 $ 0 $ 0 $ 0 $ 0
Less Expenditures...........cccccevveeenn. -444,195 -614,848 -360,000 0 0 0 0
Ending Balance.............ccooveeninen. $ 364,091 $ 360,000 $ 0 $ 0 $ 0 $ 0 $ 0
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The following is a summary by department of 2009-10 actual expenditures, the 2010-11 amounts available, the 2011-12 amounts budgeted and
future year estimates for the General Fund and selected Special Funds.

(Dollar Amounts in Thousands)

2009-10 2010-11 2011-12 2012-13 2013-14 2014-15 2015-16
Actual Available Budget Estimated Estimated Estimated Estimated
Governor's Office
General FUNG........cvvnrreessesise s $ 6,831 $ 6,400 $ 6,228 $ 6,228 $ 6,228 $ 6,228 $ 6,228
Executive Offices
General FUNG........ccoeveveeeececeieeee e $ 195,068 $ 168,997 $ 158,975 $ 157,381 $ 157,381 $ 157,480 $ 157,381
Motor LICense FUNG.........c.ocueververireieieieeeeieeienias 22,830 18,777 17,433 17,433 17,433 17,433 17,433
Department Total.........ccceeveerieiiieiieiieeee. $ 217,898 $ 187,774 $ 176,408 $ 174,814 $ 174,814 $ 174913 $ 174,814
Lieutenant Governor
General FUNG........ceveveeeeeceeee e $ 1,075 $ 995 $ 1,359 $ 1,359 $ 1,359 $ 1,359 $ 1,359
Attorney General
General FUNG........ccovveveeeeeeeeee e $ 86,522 $ 83,007 $ 82,199 $ 82,199 $ 82,199 $ 82,199 $ 82,199
Auditor General
General FUNG........ccocuieieececce e $ 48,303 $ 46,245 $ 45,075 $ 45,075 $ 45,075 $ 45,075 $ 45,075
Treasury
General FUNG........ccocvveieecceeses e $ 976,221 $ 1,023,234 $ 1,113,193 $ 1,201,363 $ 1,252,805 $ 1,249,124 $ 1,242,989
LOttErY FUNG......ceveverierricesessee e 50 50 50 50 50 50 50
RACING FUND.......ovviiiiiiiesiee s 10 10 10 10 10 10 10
Motor License Fund... 36,826 37,145 37,517 31,329 27,098 26,349 26,267
GaME FUNG....ovrvrieesiese et snenseens 5 5 5 5 5 5 5
FiSh FUN......c.ceiicisiccscecs e 25 5 5 5 5 5 5
Banking Department Fund. 5 5 5 5 5 5 5
Farm Products Show Fund............ccccoevveveiericeiennen. 5 5 5 5 5 5 5
Boat Fund 5 5 5 5 5 5 5
Tobacco Settlement Fund 5 5 0 0 0 0 0
Keystone Recreation, Park and Conservation Fund. 0 5 5 5 5 5 5
Department Total.......c.ccceeveereeiiieiieeeeeee. $ 1,013,157 $ 1,060,474 $ 1,150,800 $ 1,232,782 $ 1,279,993 $ 1,275,563 $ 1,269,346
Aging
LOHErY FUNG......vveverericssssese s $ 472,380 $ 475,393 $ 560,740 $ 580,262 $ 595,262 $ 610,262 $ 625,262
Tobacco Settlement FUNd..........covvereeenieneeneieinenn: 58,695 56,506 0 0 0 0 0
Department Total.......c.ccceevierieiiieiieeieeee. $ 531,075 $ 531,899 $ 560,740 $ 580,262 $ 595,262 $ 610,262 $ 625,262
Agriculture
General FUNG........oovvinrnresssisse s $ 96,257 $ 93,039 $ 87,711 $ 87,711 $ 87,711 $ 87,711 $ 87,711
Racing Fund....... 17,002 17,916 17,417 17,417 17,417 17,417 17,417
Motor License Fund........... 4,689 3,975 4,328 4,328 4,328 4,328 4,328
Farm Products Show Fund............cccvvvernreneereennnes 6,143 6,394 6,336 6,336 6,336 6,336 6,336
Department Total.........cccveevveeeeiiie e, $ 124,091 $ 121,324 $ 115,792 $ 115,792 $ 115,792 $ 115,792 $ 115,792
Banking
Banking Department Fund.............occcoveiinniirniinnrinned $ 21,054 $ 20,833 $ 21,349 $ 21,349 $ 21,349 $ 21,349 $ 21,349
Civil Service Commission
General FUN........c..oovmvvieieieresese s $ 1% 1% 13 13 13 1% 1
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(Dollar Amounts in Thousands)

2009-10 2010-11 2011-12 2012-13 2013-14 2014-15 2015-16
Actual Available Budget Estimated Estimated Estimated Estimated

Community and Economic Development
General Fund................. $ 269,068 $ 337,938 $ 223,553 $ 230,504 $ 230,494 $ 230,487 $ 230,478
Tobacco Settlement FUNd..........coveereeeenirneeneireinenn: 3,000 3,000 0 0 0 0 0

Department Total...........ccooveeviiiiiciinieeee, $ 272,068 $ 340,938 $ 223,553 $ 230,504 $ 230,494 $ 230,487 $ 230,478

Conservation and Natural Resources

General FUNG..........rvvrerreieeeeressseeesesseesss $ 90,622 $ 82,480 $ 58,342 $ 58,342 $ 58,342 $ 58,342 $ 58,342
Motor License FUNd...........oceeieneeneineinineineineineiens 1,000 1,000 1,000 1,000 1,000 1,000 1,000
Keystone Recreation, Park and Conservation Fund. 35,966 27,703 43,063 45,498 50,315 53,503 56,899
Department Total.........ccoceveeieniniciiieeens $ 127,588 $ 111,183 $ 102,405 $ 104,840 $ 109,657 $ 112,845 $ 116,241

Corrections

General FUNG.........c.ooeiivenieceeee e $ 1592937 $ 1,694,319 $ 1,880,810 $ 1,916,924 $ 1,960,523 $ 1,955,856 $ 1,962,797
Education

General FUNG.........coeieienieeeeee e $ 10,587,608 $ 10,375,472 $ 10,040,143 $ 10,494,004 $ 11,062,562 $ 11,694,148 $ 12,233,656

Motor License FUNG.........c.ovvevvrrereneieinrsrenniseennenns 875 1,103 1,103 1,103 1,103 1,103 1,103

Keystone Recreation, Park and Conservation Fund. 0 1,705 14,575 15,399 17,029 18,109 19,257
Department Total.......c.cceeveeiieiiieeiieeieenen. $ 10,588,483 $ 10,378,280 $ 10,055,821 $ 10,510,506 $ 11,080,694 $ 11,713,360 $ 12,254,016

Emergency Management Agency

General FUNG........ceinrnressesisse s $ 19,865 $ 12,844 $ 9,690 $ 9,690 $ 9,690 $ 9,690 $ 9,690
Environmental Protection

General FUNG........oevnrnriessessssse s $ 155,950 $ 147,064 $ 139,968 $ 139,968 $ 139,968 $ 139,968 $ 139,968

Motor License FUNd..........ccovevevnierevieieneicisssnenns 4,000 4,000 4,000 4,000 4,000 4,000 4,000
Department Total.........ccceereeniiiiieiiecieee. $ 159,950 $ 151,064 $ 143,968 $ 143,968 $ 143,968 $ 143,968 $ 143,968

Ethics Commission

General FUN........c..ovvevviviiriesesese s $ 1,980 $ 1,786 $ 1,786 $ 1,786 $ 1,786 $ 1,786 $ 1,786
Fish and Boat Commission

General FUNG........ccovveveeeeeceee e $ 17 $ 17 $ 0% 0% 0% 0% 0

Fish Fund... 32,565 34,095 33,749 33,749 33,749 33,749 33,749

BOAt FUNG.......ovovirie s, 12,641 13,119 13,042 13,042 13,042 13,042 13,042
Department Total..........cceeveevveiiieeiiecreeen. $ 45,223 $ 47,231 $ 46,791 $ 46,791 $ 46,791 $ 46,791 $ 46,791
Game Commission

GaME FUNG.....cvoiicicieiecece et $ 59,449 $ 62,352 $ 64,471 $ 52,022 $ 52,022 $ 52,022 $ 52,022
General Services

General FUNG.........cccovieniiceece e $ 117,649 $ 119,782 $ 120,453 $ 120,453 $ 120,453 $ 120,453 $ 120,453

Motor License FUNG.........c.ovveeerrernrieinrssennieinnenns 12,754 12,779 12,785 12,785 12,785 12,785 12,785
Department Total.........ccceeveerieeiieciieiieeee. $ 130,403 $ 132,561 $ 133,238 $ 133,238 $ 133,238 $ 133,238 $ 133,238
Health

General FUNG.........cccovieniieeece s $ 235,401 $ 233,705 $ 295,225 $ 295,225 $ 295,225 $ 295,225 $ 295,225

Tobacco Settlement FUNG..........coevererenienreneieinnnn: 92,251 76,810 0 0 0 0 0
Department Total.........ccceevveveeree e $ 327,652 $ 310,515 $ 295,225 $ 295,225 $ 295,225 $ 295,225 $ 295,225
Health Care Cost Containment Council

General FUNG.........ccoovieniicecce e $ 2,844 $ 2,710 $ 2,710 $ 2,710 $ 2,710 $ 2,710 $ 2,710
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(Dollar Amounts in Thousands)

2009-10 2010-11 2011-12 2012-13 2013-14 2014-15 2015-16
Actual Available Budget Estimated Estimated Estimated Estimated
Higher Education Assistance Agency
General FUN........oc.vivmeemeenieeeiesieneenene $ 457,922 $ 441,199 $ 411557 $ 411,557 $ 411,557 $ 411,557 $ 411,557
Historical and Museum Commission
General FUN........ooovvvviiiinieneiesieesse s $ 21,162 $ 18,467 $ 17,881 $ 17,881 $ 17,881 $ 17,881 $ 17,881
Keystone Recreation, Park and Conservation Fund. 0 5,540 8,613 9,099 10,063 10,701 11,380
Department Total.......ccccceeveerieiiieiieiieenee. $ 21,162 $ 24,007 $ 26,494 $ 26,980 $ 27,944 $ 28,582 $ 29,261
Insurance
General FUN........covvvveiiiiniieieieie e $ 122,425 $ 121,880 $ 121,099 $ 121,099 $ 121,099 $ 121,099 $ 121,099
Tobacco Settlement FUNd..........ccveeneereenienieneincieenn: 36,642 21,780 0 0 0 0 0
Department Total.........ccceeieeriiiiiniiecieeee. $ 159,067 $ 143,660 $ 121,099 $ 121,099 $ 121,099 $ 121,099 $ 121,099
Labor and Industry
General FUN........co.vvvveiiiieieieeeie e $ 89,340 $ 86,200 $ 72,269 $ 72,269 $ 72,269 $ 72,269 $ 72,269
Military and Veterans Affairs
General FUN........ccovvveiiniiniienieieie e $ 110,173 $ 110,334 $ 129,992 $ 128,992 $ 128,992 $ 128,992 $ 128,992
Probation and Parole
General FUN........ccrieieniiiieieeeisiseesseeseenens $ 114,902 $ 120,578 $ 128,115 $ 130,071 $ 130,071 $ 130,071 $ 130,071
Public Welfare
General FUN........ocvivmiiniiniiniieeieeeissiesee s $ 8,576,965 % 8,858,582 $ 11,212,103 $ 11,212,103 $ 11,212,103 $ 11,212,103 $ 11,409,103
LOttery FUNG........ovvereeiise e 178,438 178,438 121,255 121,255 121,255 121,255 121,255
Tobacco Settlement FUNd..........cccovrmnninninninninne, 235,929 198,880 0 0 0 0 0
Department Total.........ccceevieieeiiieeiiiee e $ 8,991,332 $ 9,235,900 $ 11,333,358 $ 11,333,358 $ 11,333,358 $ 11,333,358 $ 11,530,358
Revenue
General FUN........cc.viviemiiniinneeeeeneeneenene $ 186,382 $ 189,731 $ 197,661 $ 196,671 $ 193,076 $ 193,100 $ 184,647
Lottery Fund... 744,884 780,013 773,743 776,766 780,886 785,199 789,568
Racing Fund....... 234 238 238 238 238 238 238
Motor LiCense FUNd.........ocveeeeeneeneeneeneeneenens 24,197 26,218 26,218 26,218 26,218 26,218 26,218
Department Total.........ccceeveereiiiciiiniceee, $ 955,697 $ 996,200 $ 997,860 $ 999,893 $ 1,000,418 $ 1,004,755 $ 1,000,671
Securities Commission
General FUN........ccvienieniiniiniienieseesieseesienene $ 1,386 $ 1,145 $ 1,131 $ 1,131 $ 1,131 $ 1,131 $ 1,131
State
General FUN........ccrienienieniiniierienieressiesieneenens $ 9,825 $ 8,496 $ 10,242 $ 8,447 $ 8,417 $ 8,417 $ 8,417
State Employees' Retirement System
GeNEral FUN.....oovereeerrereeeerereeeseessssessssssssessanes $ 4% 4% 4% 4% 4% 4% 4
State Police
General FUN........ccvivmienienieneieseeesienieneenene $ 180,150 $ 175,568 $ 185,578 $ 189,084 $ 189,084 $ 189,084 $ 189,084
Motor LiCense FUN..........ocrneineineineneineiseiens 512,080 533,455 565,060 575,579 575,579 575,579 575,579
Department Total.........ccceeveerieiiieiieeieeee. $ 692,230 $ 709,023 $ 750,638 $ 764,663 $ 764,663 $ 764,663 $ 764,663
Tax Equalization Board
General FUN........ccvmivmieniineeeseneeneenene $ 1,147 $ 1,009 $ 1,068 $ 1,068 $ 1,068 $ 1,068 $ 1,068
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Overview and Summaries

Seven Year Department Summary by Fund

(Dollar Amounts in Thousands)

2009-10 2010-11 2011-12 2012-13 2013-14 2014-15 2015-16
Actual Available Budget Estimated Estimated Estimated Estimated
Transportation
General Fund. .8 10,499 $ 2,187 $ 2,226 $ 2,226 $ 2,226 $ 2,226 $ 2,226
Lottery Fund........... 80,186 81,500 79,000 81,386 83,844 86,376 88,984
Motor License FUNd.........cccecveevervecienseciesresrnns 2,008,422 1,787,016 1,910,948 1,826,183 1,823,935 1,831,065 1,842,905
Department Total.........ccceeieereeiieniienieeee. $ 2,099,107 $ 1,870,703 $ 1,992,174 $ 1,909,795 $ 1,910,005 $ 1,919,667 $ 1,934,115
Legislature
General FUN........c..ovveeveeieeieseeeeeeee e $ 299,026 $ 300,285 $ 296,012 $ 292,012 $ 292,012 $ 292,012 $ 292,012
Judiciary
General FUN........cceiieniiieneeisesieseeseenens $ 276,860 $ 276,860 $ 276,860 $ 276,860 $ 276,860 $ 276,860 $ 276,860
COMMONWEALTH TOTALS:
General Fund.........ccoccoiiiiiiiieneee e $ 24,942,387 $ 25,142,560 $ 27,331,219 $ 27,912,398 $ 28,572,362 $ 29,195,716 $ 29,924,469
Lottery FUNd........cooveeiieiiieieccee e 1,475,938 1,515,394 1,534,788 1,559,719 1,581,297 1,603,142 1,625,119
Racing Fund.........cccocoviieniiiniiicee, 17,246 18,164 17,665 17,665 17,665 17,665 17,665
Motor License Fund..........cccceevevveeieenenannen. 2,627,673 2,425,468 2,580,392 2,499,958 2,493,479 2,499,860 2,511,618
Game FUN......ccooviiiiiiiece e 59,454 62,357 64,476 52,027 52,027 52,027 52,027
Fish Fund........cccooeeiinnnnnns 32,590 34,100 33,754 33,754 33,754 33,754 33,754
Banking Department Fund...............cccceeueenee 21,059 20,838 21,354 21,354 21,354 21,354 21,354
Farm Products Show Fund.............cccceeueenne 6,148 6,399 6,341 6,341 6,341 6,341 6,341
Boat FUNd........oooiiiiiiiiiieceee e 12,646 13,124 13,047 13,047 13,047 13,047 13,047
Keystone Recreation, Park and
Conservation FuNd..........c.cccoeeeiiiiieniieeennes 35,966 34,953 66,256 70,001 77,412 82,318 87,541
Tobacco Settlement Fund............ccccoeeeineen. 426,522 356,981 0 0 0 0 0
GRAND TOTAL ..ottt $ 29,657,629 $ 29,630,338 $ 31,669,292 $ 32,186,264 $ 32,868,738 $ 33,525,224 $ 34,292,935

Y

i
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Overview and Summaries

General and Special Funds

This table shows a summary by Commonwealth Programs of 2009-10 expenditures, the 2010-11 amounts
available, the 2011-12 amounts budgeted and future year estimates for the General Fund and selected Special

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

2009-10 2010-11 2011-12 2012-13 2013-14 2014-15 2015-16
Commonwealth Program Actual Available Budget Estimated Estimated Estimated Estimated
Direction and Supportive Services.................. $ 1,338,817 $ 1,350,099 $ 1,346,029 $ 1,340,161 $ 1,338,297 $ 1,340,161 $ 1,325,416
Protection of Persons and Property................. 3,456,888 3,549,096 3,745,837 3,798,838 3,838,490 3,834,008 3,840,558
EdUCALION. ....vieiii it 10,996,863 10,774,870 10,423,134 10,878,601 11,449,473 12,082,969 12,624,498
Health and Human Services............cccocvenuene 10,241,616 10,477,618 12,605,671 12,624,893 12,640,593 12,656,393 12,869,093
Economic Development.............cccoevveeeniineenne 345,721 412,734 282,316 289,942 290,641 291,379 292,151
Transportation ...........ccceeevviiiiiiieeiiiiiiee e 1,984,939 1,744,992 1,865,748 1,780,668 1,784,795 1,794,272 1,809,111
Recreation and Cultural Enrichment............... 335,462 318,387 313,285 303,907 309,984 314,007 318,290
DEDt SEIVICE. ... eeiiieiieiieeeiie e 957,323 1,002,542 1,087,272 1,169,254 1,216,465 1,212,035 1,213,818

GENERAL FUND AND SPECIAL
FUNDS TOTAL....ooitiiiieiieeiee e $ 29,657,629 $ 29,630,338 $ 31,669,292 $ 32,186,264 $ 32,868,738 $ 33,525,224 $ 34,292,935
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Overview and Summaries

Distribution of the Commonwealth Dollar

GENERAL FUND AND
SPECIAL FUNDS

2011-12 Fiscal Year

(Dollar Amounts in Thousands)

Al 7 THIS NOTE 1§ LEGAL TEN
g . FOR ALL DEBTS, P\.IBLIC AND

Health and Human Services
$12,605,671 39.8%

Education $10,423,134 32.9%

Protection of Persons and Property $3,745,837 11.8%

Transportation $1,865,748 5.9%

Direction and Supportive Services $1,346,029 4.3%

Debt Service $1,087,272 3.4%

TOTAL $31,669,292

Recreation and Cultural Enrichment $313,285 1.0%

Economic Development $282,316 0.9%
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Overview and Summaries

General Fund

This table shows a summary by Commonwealth Program of 2009-10 expenditures, the 2010-11 amounts

available, the 2011-12 amounts budgeted and future year estimates.

Seven Year Commonwealth Program Summary

(Dollar amounts in Thousands)

2009-10 2010-11 2011-12 2012-13 2013-14 2014-15 2015-16
Actual Available Budget Estimated Estimated Estimated Estimated

Commonwealth Program
Direction and Supportive Services.......... $ 799,718 $ 785,332 % 787,265 $ 779,074 % 773,790 $ 772,141 % 753,727
Protection of Persons and Property........ 2,742,531 2,816,323 3,002,238 3,042,019 3,085,588 3,080,921 3,087,862
Education.........ccocoeiiiiniiiieee e 10,995,988 10,773,767 10,410,106 10,864,899 11,434,437 12,067,050 12,607,639
Health and Human Services................... 8,925,923 9,206,091 11,639,776 11,638,776 11,638,776 11,638,776 11,835,776
Economic Development...........cccceeeueeene 342,721 409,734 282,316 289,942 290,641 291,379 292,151
Transportation ........cc.ccceevveeeneeesieeeninen. 9,078 896 909 909 909 909 909
Recreation and Cultural Enrichment....... 193,841 172,873 146,697 146,697 146,697 146,697 146,697
Debt Service.......cccovveiiiiiiiiieiieeeeee 932,587 977,544 1,061,912 1,150,082 1,201,524 1,197,843 1,199,708
GENERAL FUND TOTAL......ccvvveieiiinnen, $ 24,942,387 $ 25,142,560 $ 27,331,219 $ 27,912,398 $ 28,572,362 $ 29,195,716 $ 29,924,469

COMMONWEALTH OF PENNSYLVANIA

A2.14

GovERNOR’s ExecuTiveE Bubcet 2011-2012



Overview and Summaries

Distribution of the Commonwealth Dollar

GENERAL FUND
2011-12 Fiscal Year

e E e s ]
) THE: UNITED| STATES; OF:AM ERI( A

THIS NOTE IS LEGAL TENDER \
I~ FOR ALL DEBTS, PUBLIC AND PRivATE | PR

4 HINGTON, e

Health and Human Services 42.6¢

Education 38.1¢

Protection of Persons and Property 11.0¢ —

Debt Service 3.9¢ —

Direction and Supportive Services 2.9¢ —

Economic Development 1.0¢ ——

Other Programs .5¢
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Overview and Summaries

General Fund

The following is a summary by Commonwealth Program of the 2010-11 amounts available and the
2011-12 amounts budgeted and the percent each program represents of the General Fund.

Commonwealth Program

Direction and Supportive Services.........c.ccceeveeeriueeanns
Protection of Persons and Property...........cccceeveeenee.
EdUCALION.......cciiiiiiii e
Health and Human Services..........c.ccccovveviiiiiniennene
Economic Development...........cocveeriienieeinieesieeee
Other Programs.........c.cooeiiiiiiiiee e
DeDt SEIVICE......ceiiiiiiiiiici e

GENERAL FUND TOTAL......oociiiiiiiiiin e

COMMONWEALTH OF PENNSYLVANIA

Program Summary

(Dollar Amounts in Thousands)

2010-11
$ 785,332 3.1%
2,816,323 11.2%
10,773,767 42.9%
9,206,091 36.6%
409,734 1.6%
173,769 0.7%
977,544 3.9%
$ 25,142,560 100.0%

A2.16

2011-12
$ 787,265 2.9%
3,002,238 11.0%
10,410,106 38.1%
11,639,776 42.6%
282,316 1.0%
147,606 0.5%
1,061,912 3.9%
$ 27,331,219 100.0%

GovERNOR’s ExecuTiveE Bubcet 2011-2012



GENERAL FUND

2011-12 Fiscal Year

NOEE: | Income
FTEIR S Dollar Amounts in Thousands
PAMERIC ‘ )
A TOTAL INCOME................ $27,945,058
B REfUNDS ... 1,195,000
Ny Beginning Balance............ 586,087
TOTAL oo $27,336,145

Personal IncomeJ
$10,812,000 38.7%

Consumption $10,079,800 36.1%
Business $4,844,200 17.3%

Other Taxes $1,231,400 4.4%

Non-Tax Revenue $977,658 3.5% —

Outgo

(Dollar Amounts in Thousands)

TOTAL OUTGO. .......... $ 27,331,219
Budget Stabilization
Reserve Fund .......... 1,232
Plus Ending Surplus .... 3,694
TOTAL e, $ 27,336,145
Health and Human Services $11,639,776 42.6% J J
Education $10,410,106 38.1%

Protection of Persons and Property $3,002,238 11.0%

Debt Service $1,061,912 3.9%

Direction and Supportive Services $787,265 2.9% —

Economic Development $282,316 1.0% —

Other Programs $147,606 0.5% —

@‘ COMMONWEALTH OF PENNSYLVANIA A2.17 GoverNoR’s ExecuTive Bubcet 2011-2012



Overview and Summaries

USE OF THE
GENERAL FUND
DOLLAR

2011-12 Fiscal Year

‘7 Grants and Subsidies 76.8¢
- 3

AT A TR TR R TR

Institutional 10.6¢ J

General Government 8.7¢

Debt Service Requirements 3.9¢ —
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FEDERAL BLOCK
GRANTS

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

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

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

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

The tables within this section provide information on the estimated amount
to be received from the federal government and an estimated distribution of
the funds by program within the block grant. Generally, the amounts shown
for administrative costs represent the amount allowable by the federal
government. The 2010-11 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 2011-12 is a preliminary
proposal. Opportunities for public review and comment may result in
modifications to the proposed distribution.
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Overview and Summaries

SUMMARY OF
FEDERAL BLOCK GRANTS

This table shows a summary by federal block grant of 2009-10 expenditures, 2010-11 available and 2011-12
amounts budgeted as presented in the 2011-12 Governor's Executive Budget.

(Dollar Amounts in Thousands)

2009-10 2010-11 2011-12

Actual Available Recommended
Block Block Block

COMMUNItY SEIVICES.......cciviiiiiiecreecre et $ 73,417 $ 41,323 $ 31,007
Maternal and Child Health Services............cccvvveenennn. 30,965 33,100 36,242
Preventive Health and Health Services....................... 6,499 6,880 7,655
Substance ADBUSE........c.ccciiiiiiiiiiece e 68,715 66,409 66,474
Workforce INVESTMENt..........ooiivieiiieieeeee e, 429,254 429,255 261,900
Child Care and Development Fund...........cccccceeeeeiinnns 375,472 388,764 373,402
Low-Income Home Energy Assistance..............c......... 323,320 372,535 372,535
Mental Health ServiCes........ccoooovvviiiiiiiiiiiiiiiieeeeeeeees 14,621 14,813 14,486
SOCIAl SEIVICES....cueiiii e 108,425 98,425 98,425
Temporary Assistance to Needy Families................... 671,460 860,871 594,713
ANti-Drug ADUSE......cocviiiiiiiie e 38,235 79,265 65,239
TOTAL. .ttt $ 2,140,383 $ 2,391,640 $ 1,922,078
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Overview and Summaries

Community Services

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

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

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

(Dollar Amounts in Thousands)

2009-10 2010-11 2011-12
Department / Appropriation Actual Available Recommended
Block Block Block

Community and Economic Development:
CSBG — ADMINISLration...........ccooeiiiiiiieieeeriiieee e $ 1,507 $ 1,507 $ 1,507
ARRA — CSBG AdMINIStration...........cccocvvereeniieneennneenen 210 0 0
Community Services Block Grant...........ccccceeviveennnenenee 29,500 29,500 29,500
ARRA — Community Services Block Grant....................... 42,200 0 0
ARRA — Community Services Block Grant Program........ 0 10,316 2 0
TOTAL et $ 73,417 $ 41,323 $ 31,007

a
Includes carryover.
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Overview and Summaries

Maternal and Child Health Services

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

(Dollar Amounts in Thousands)

2009-10 2010-11 2011-12
Department / Appropriation Actual Available Recommended
Block Block Block

Health:

MCHSBG — Administration and Operation................. $ 15,683 $ 15,718 $ 15,576

MCHSBG — Program Services.........cccccoovvvvveeeeeeennnen. 15,282 15,282 15,282

STU] o] (o) = | P $ 30,965 $ 31,000 $ 30,858
Public Welfare:

MCHSBG — Administration.............ccoeviniieeeeeeniiieenn. $ 0 $ 0 $ 208

MCHSBG — Early Childhood Home Visiting............... 0 2,100 5,176

5101 o] (0] - | S $ 0 $ 2,100 $ 5,384

TOTAL. e e $ 30,965 $ 33,100 $ 36,242
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Overview and Summaries

Preventive Health and Health Services

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

(Dollar Amounts in Thousands)

2009-10 2010-11 2011-12
Department / Appropriation Actual Available Recommended
Block Block Block

Health:

PHHSBG — Administration and Operation.............. $ 2,841 $ 3,222 $ 3,274

PHHSBG — Block Program Services 3,508 3,508 4,231

SUBLOtAl..evvieieiiiieie e $ 6,349 $ 6,730 $ 7,505
Public Welfare:

PHHSBG — Domestic Violence.............ccccceeeevnnnen. $ 150 $ 150 $ 150

TOTAL. e $ 6,499 $ 6,880 $ 7,655
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Overview and Summaries

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)

2009-10 2010-11 2011-12
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.............. $ 8,158 $ 8,203 $ 8,203

SABG — Drug and Alcohol Services.................. 56,474 54,123 54,188

Subtotal.......cccviiiie $ 64,632 $ 62,326 $ 62,391
Public Welfare:

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

TOTAL s $ 68,715 $ 66,409 $ 66,474
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Overview and Summaries

Workforce Investment

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

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

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

listed below.
(Dollar Amounts in Thousands)
2009-10 2010-11 2011-12
Department / Appropriation Actual Available Recommended
Block Block Block
Executive Offices:
Office of the Budget
WIA — Program Accountability............cccovvereeeiiiiiinnnne. $ 354 $ 355 $ 0
Labor and Industry:
WIA — AdMINISLration..........ccovcvreiiiiee e $ 11,000 $ 11,000 $ 11,000
ARRA — Workforce Investment Administration 5,000 5,000 400
WIA — Adult Employment & Training...........ccccceveeeeenn. 60,000 60,000 60,000
ARRA — WIA Adult Employment & Training................. 16,000 16,000 0
WIA — Youth Employment & Training........c....cccccvvveee... 52,000 52,000 52,000
ARRA — WIA Youth Employment & Training................ 37,000 37,000 0
WIA — Statewide ACHVIIES........ccvevviieeeiniiiieenns 23,000 23,000 23,000
ARRA — WIA Statewide Activities... 10,000 10,000 0
WIA — Dislocated WOrKErS...........cceviviiieiiniiieeiiiieeene 109,000 109,000 109,000
ARRA — WIA Dislocated Workers...........cccceeeeeeeeeeeen. 105,000 105,000 5,600
WIA — Veterans Employment and Training.................. 900 900 900
101 o] (o] - | S $ 428,900 $ 428,900 $ 261,900
TOTAL. e $ 429,254 $ 429,255 $ 261,900

COMMONWEALTH OF PENNSYLVANIA A3.7 GovERNOR’s ExecuTiveE Bubcet 2011-2012




Overview and Summaries

Child Care and Development Fund

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

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

below.
(Dollar Amounts in Thousands)
2009-10 2010-11 2011-12
Department / Appropriation Actual Available Recommended
Block Block Block

Executive Offices:
Inspector General - Welfare Fraud

CCDFBG — Subsidized Day Care Fraud............... $ 450 $ 1,000 $ 1,000
Public Welfare:

CCDFBG — Administration.............coeeeevvveeeiinnnnnns $ 13,480 $ 13,480 $ 13,754

CCDFBG — Child Care Services.........ccoeeevvvvnnnnn. 190,316 181,735 196,592

ARRA — CCDFBG — Child Care Services............ 22,151 41,693 11,200

CCDFBG — SchoOl AQE......cuvvveeieeiriiieiiiiiiiieinenenns 1,260 1,260 1,260

CCDFBG — Child Care Assistance....................... 147,815 149,596 149,596

YU o] (0] ¢= | P $ 375,022 $ 387,764 $ 372,402

B O - $ 375,472 $ 388,764 $ 373,402
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Overview and Summaries

Low-Income Home Energy Assistance

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

contingency funding.

Department / Appropriation

Community and Economic Development:
LIHEABG — Administration............cccccceevvviiieeneennne
LIHEABG — Weatherization Program....................

ST o] (o] =1

Public Welfare:
LIHEABG — Administration..........ccccoeeeeeeevieevvvnnnnnn.

LIHEABG — Low-Income Families
and IndividualsS.............ooovvviiieiiiiiiie e

S]] o] (o] =1 PP

% COMMONWEALTH OF PENNSYLVANIA

(Dollar Amounts in Thousands)

2009-10 2010-11 2011-12

Actual Available Recommended

Block Block Block
535 $ 535 $ 535
30,000 30,000 30,000
30,535 $ 30,535 $ 30,535
20,000 $ 22,000 $ 22,000
272,785 320,000 320,000
292,785 $ 342,000 $ 342,000
323,320 $ 372,535 $ 372,535

A3.9
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Overview and Summaries

Mental Health Services

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

(Dollar Amounts in Thousands)

2009-10 2010-11 2011-12
Department / Appropriation Actual Available Recommended
Block Block Block
Public Welfare:
MHSBG — Administration............cccccceeeviivneeeeenn. $ 210 $ 273 $ 273
MHSBG — Community Mental Health................. 14,411 14,540 14,213
TOTAL. e $ 14,621 $ 14,813 $ 14,486
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Overview and Summaries

Social Services

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

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

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)

2009-10 2010-11 2011-12
Department / Appropriation Actual Available Recommended
Block Block Block
Public Welfare:
SSBG — AdMINIStration...........cccoecvveviiieeenineeenn $ 3,641 $ 3,641 $ 3,641
SSBG — County Assistance Offices....... 6,262 6,262 6,262
SSBG — Basic Institutional Programs 10,000 10,000 10,000
SSBG — Community Mental Health Services...... 10,366 10,366 10,366
SSBG — Community ID Services..........ccccveeenn.n. 6,500 6,500 6,500
SSBG — Child Welfare.........cccccceeeiiiiiiiieiieenis 12,021 12,021 12,021
SSBG — Child Care Services...........cccceeeviiveeennnne 30,977 30,977 30,977
SSBG — Domestic Violence Programs............... 5,705 5,705 5,705
SSBG — Rape CriSiS......cccvieeeeeiiiiiiiiereee e 1,721 1,721 1,721
SSBG — Family Planning..........cccccceveeeeiiicivnnnnn. 2,000 2,000 2,000
SSBG — Legal ServiCes.........coovvvvvvieeeeeeieiiiinenn, 5,049 5,049 5,049
SSBG — Homeless Services.........cccooveveinineeenne 4,183 4,183 4,183
SUBLOtAL..evieiiie e $ 98,425 $ 98,425 $ 98,425
Community and Economic Development:
Enterprise Communities — SSBG...........cccce..... $ 10,000 2 $ 0 $ 0
1 1 S $ 108,425 $ 98,425 $ 98,425

& Estimated carryover.
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Overview and Summaries

Temporary Assistance to Needy Families

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

Block Grant.
The American Recovery and Reinvestment Act of 2009 (ARRA) has made additional funds available as listed
below.
(Dollar Amounts in Thousands)
2009-10 2010-11 2011-12
Department / Appropriation Actual Available Recommended
Block Block Block

Executive Offices:
Inspector General - Welfare Fraud

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

TANFBG — Teenage Parenting Ed. (EA)......... $ 12255 %  $ 12,255 ° $ 12,255 °
Labor and Industry:

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

TANFBG — Administration...........ccccccevveeevennn.. $ 4,980 $ 4,980 $ 4,980

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

TANFBG — Statewide.......cccouvvieniieiiieeeeeeeens 2,150 2,150 2,150

TANFBG — County Assistance Offices............ 42,090 49,190 64,190

TANFBG — New Directions.........c.ccoeeevvvvnnnnn. 134,473 151,202 124,287

TANFBG — Cash GrantS........c.oeeveveieeevnneinnnns 261,371 276,953 283,710

ARRA — TANFBG — Cash Grants.................. 100,000 250,000 0

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

TANFBG — Child Welfare.........ccoooovevveveinnnnn. 67,883 67,883 56,883

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

YU ] o] (0] r= | T $ 654,960 $ 844,371 $ 578,213

TOTAL ettt e, $ 671,460° $ 860,871 " $ 594,713 °

@ Subgrant 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.

In 2005-06, the federal government combined the Edward Byrne Memorial Formula Grant Program, which was
the source of the Drug Control and System Improvement (DCSI) grants with the Local Law Enforcement Block Grant
to create the Justice Assistance Grant (JAG) program. The new program continues the DCSI objectives of assisting
state and local governments to implement a wide range of drug enforcement and correctional treatment projects as
well as providing victim services and juvenile and criminal justice system improvement initiatives throughout the
commonwealth.

The 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. DFSC has not received new federal dollars since FFY 2010 however the Special Program’s portion is still
receiving federal support.

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

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

(Dollar Amounts in Thousands)

2009-10 2010-11 2011-12
Department / Appropriation Actual Available Recommended
Block Block Block
DRUG CONTROL AND SYSTEM IMPROVEMENT
FORMULA GRANT PROGRAM (DCSI) and
JUSTICE ASSISTANCE GRANTS (JAG)
Executive Offices:
Commonwealth Technology Services
Electronic Reporting 1l - Rollout (EA).........ueveveeiiiiiiiiieeeeeiies $ 150 % $ 0o $ 0
ARRA — JCJC/ICMS Centralized Database Project (EA)........ 0 282 @ 282 @
ARRA — Enhanced Warrant Search Project (EA).................... 0 160 & 160 @
ARRA — Electronic Reporting Il - Deployment (EA)................. 0 109 ? 109 ?
ARRA — Federated Background Search (EA)........c.c.c..coeun.... 0 255 @ 255 @
Subtotal — Commonwealth Technology Services................ $ 150 $ 806 $ 806
Juvenile Court Judges Commission
ARRA — Juvenile Delinquency Records (EA) $ 139°% $ 1772 $ 0
JCMS Support and Deployment (EA)...........cccvoveeeeereeerenennns 0 302 370 °
Subtotal — Juvenile Court Judges Commission.................. $ 139 % 207 $ 370
Commission on Crime and Delinquency
DCSI — Program GrantS..........cccuveeeeeeeeisiiiiereeeseesienesaeesanneens $ 0o s 100° $ 0
Justice ASSIStaNCE GrantsS...........ccovveivivieiniirieeniiee e 10,956 30,000 30,000
ARRA — Justice Assistance Grants..........ccccccceeeeeviinviieeeeeennnns 11,425 30,000 30,000
Justice Assistance Grants — Administration............cccccoecveeenns 898 1,239 1,239
ARRA — Justice Assistance Grants Administration.................. 706 2,500 2,000
Subtotal — Commission on Crime and Delinquency............ $ 23,985 $ 63,839 $ 63,239
Subtotal — Executive OffiCes........ccccoeiiiiiiiiiiiiee $ 24274 % 64,852 $ 64,415
Lieutenant Governor:
ARRA — Case Management System (EA).........cccccovvvveveenrnnnn. $ 78% $ 78 % $ 0
Corrections:
ARRA — Inmate Transportation Initiative (EA)............cccceveee... $ 0 $ 500 * $ 200 ?
ARRA — County Jail Reentry Project (EA)........ccocveveeevevenenn. 0 0 750 @
ST 0] o] (o] = | PR UPPPERPT $ 0o $ 500 $ 950
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Overview and Summaries

Anti-Drug Abuse (continued)

(Dollar Amounts in Thousands)

2009-10 2010-11 2011-12
Department / Appropriation Actual Available Recommended
Block Block Block

Probation and Parole:
JAG — Client Identification (EA)...........ooeeeeeeeeeeeeeeeeeeeeeeeeeeeeeene $ 37% 3 0 $ 0

JAG — Violations Sanctioning (EA) 292 0 0
ARRA — System Process Enahancements (EA) 0 129 @ 0
ARRA — Maximizing Victim Restitution (EA).............. 0 752 152
ARRA — Laptop Project (EA).......ocvoieeieeeeeeeeeeeeeeeesesenenns 0 500 2 172
18] o] (o] - | AU UR O PPPRPPR $ 66 $ 704 $ 187
State Police:
ARRA — Stop Violence Against Women (EA)...........ccc.coueue... $ 0 % 162°% $ 162 @
ARRA — JAG Protection from Abuse Database(EA)................ 0o $ 184 % 3 185 #
ARRA — JAG Instant Check Sytem Rewrite (EA)..........c.c........ 0 3 290% $ 290 @
ARRA — JAG Megan's Law Modernization (EA)...................... 0 2,000 2 2,000 2
18] o] (o] - | AU UR O PPPRPPR $ 0o $ 2,636 $ 2,637
Legislature:
Commission on Sentencing
JAG — Consolidated Project Grants (EA).........cccoceeeeveveeenn. $ 1,248 ¢ 1,280 & $ 1,280
Judiciary:
Supreme Court
Drug Court Training (EA).......covveveeereirieeeiesieeseese e seseeenens $ 61 % $ 40 % 3 0
LI 2L 2 S $ 23,985 $ 63,839 $ 63,239
SAFE AND DRUG FREE SCHOOLS AND
COMMUNITIES (DFSC)
Executive Offices:
Commission on Crime and Delinquency
DFSC — Special Programs. ........cccoovvcuvieeeeeeniiiiiieeeee e ssiieeeees $ 3324 $ 4500 $ 2,000
Education:
DFSC — AdMINISLration............ccoviiiiiiiieeesesiiieee e e e e esiineeaa e $ 850 $ 850 $ 0
DFSC — School DiStriCtS........uuvviieeiiiiiiiieeeeeeeiiieee e e 10,076 10,076 0
SUDLOLAL ...eeeeiii $ 10,926 $ 10,926 $ 0
Public Welfare:
DFSC — Juvenile Aftercare Services (EA).........cccvoveeevevenenn. 118 @ 118 @ 0
LI 2L 2 S $ 14250 $ 15,426 $ 2,000
GRAND TOTAL ALL PROGRAMS.......cccvieiiiieeiiienn. $ 38,235 $ 79,265 $ 65,239

a Subgrants not added to total to avoid double counting.

b
Carryover.
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Overview and Summaries

Public Information and Communications

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

(Dollar Amounts in Thousands)

2010-11 2011-12

_Estimate _Estimate_
GOVEINOI'S OffiCE....eiiiiiiiiit ettt te et e sneesneeaneeens $635 $619
EXECULIVE OFfiCES...cciiiiiiiiiie ittt 212 207
Y X1 o OO USSP PPPPTPRTPRN 275 270
AGIICUITUIE. ...ttt ettt et e et e e eesneeens 601 602
BaNKING. .1ttt 245 249
CiVil SErVICE COMMISSION. .....viiiiiiiieeitiee ittt ettt e st e et eenbeeessneee e 53 50
Community and ECONOMIC DEVEIOPMENL.........cccuiiiiiiiiiiie et 308 302
Conservation and Natural RESOUICES...........uuuiieeiiiiiieiieeeieiieereeesssnieereeessnnneeeeeessnnnnnes 262 262
(0] Yo 1 o] o 1S RSP 241 250
=0 [T o] o TSRS 433 420
Emergency Management Agency 179 182
ENVIironmMeNtal ProtECHON. .......uuueiccicccece e e s e e e e e s e s e e e s e e e s e e e a e e e e e e e aaeeeeas 2,064 2,018
Fish and Boat COMMIUSSION. .........ciciiuieeiiieeeiiee st eeetee e saee st e e eare e e saaeeesbaeesaaeesnareeees 329 327
GaAME COMIMISSION. ....eiitieietiie ettt eetee e sttt e e tae e s st e e e et e e e ssseeeetaeessnseeessbeeesseeeensaaesanneeans 337 337
GENEIAI SBIVICES. ... utviiiieiie ettt e et e et e e st e et e e s eaa e e e tae e s saaeeenabaeesaeeeentaeessnneeens 110 110
[ (=T 1L TSRO USROTN 571 568
Historical and Museum COMMISSION..........ccciuiieiiiieeiee st e eeteeesraee e et e s sneeesabaeesnneeeens 264 259
TS0 =g o] 251 251
LabOr @Nd INAUSETY.....c.viiiieieieiieceeee e 559 553
LiQUOT CONLIOl BOAND. ......c.eeieiiiieie sttt e 489 500
Military and Veterans Affairs...........ccooi e 243 247
Milk Marketing BOAI.........cc.ooiiiiieiieeie e 41 43
Probation and Parole BOArd............cccueeiiuiieeiiiie ettt ee e e et 165 165
Public Utility COMMISSION........cciiiiiiieiiieieee e e 243 253
Public Welfare.. 294 290
REVENUE. ..ottt 233 233
SECUNLIES COMIMISSION. .. .ciitiieiiiiteetie e ittt e et e e st e e et e e s et e e essbeeesseeesstaeesssseeensseesaseaeans 121 120
LS - L= TSRS U SRR 394 381
SHALE POLICE. ..o eiieeiiee ettt e e e e e e e e e et e e et e e et e e e naae e e aaeeeenraeeaans 448 473
I U oo T4 2110 3 FO OSSP 1,927 1,982

TOTAL $12,527 $12,523

---- Lottery sales promotion - $37 million will be spent on advertising campaigns to promote lottery sales and to disseminate information on the
various lottery programs including property tax and rent assistance for older Pennsylvanians during 2011-12. These expenditures are expected to
generate approximately $3.14 billion in lottery revenues during 2011-12.

---- Economic development - A total of $3.2 million is budgeted in the General Fund to promote tourism and economic development. This will
contribute to an estimated $26.6 billion in 2011-12 travel revenues to Pennsylvania and supports the State’s aggressive effort to preserve and create
jobs.
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COMMONWEALTH
PROGRAM BUDGET

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

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

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

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

Beginning Balances and Ending Balances

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

Revenues

All General Fund, Special Funds, Federal Funds and Other Funds revenue contributing toward the
commonwealth operating program are shown on the statement.

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

Special Funds — There are 10 Special Funds contributing revenue to the commonwealth operating program.
Additional information on Special Funds revenue sources can be found in Sections C2 through C11 of this
document.

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

Other Funds — There are more than 100 Other Funds contributing revenue to the commonwealth operating
program. The State Stores Fund, the Public Transportation Trust Fund and the Property Tax Relief Fund
contribute significant revenue to the Other Funds revenue total. Additional information on Other Funds revenues
can be found in Section E Department Presentations on each agency’'s Summary by Fund and Appropriation
statement.

Program Expenditures

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

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

|
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Proaram Budaget 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)

2009-10 2010-11 2011-12 2012-13 2013-14 2014-15 2015-16
Actual Available Budget Estimated Estimated Estimated Estimated
BEGINNING BALANCES
General Fund .........ccccoiiiiiiiieeee $ -2,030,417 $ -294,233 $ 586,087 $ 3,694 $ 2,683 $ 4,877 $ 3,367
Adjustment to Beginning Balance........... 5,000 0 0 0 0 0 0
Adjusted Beginning Balance................... $ -2,025417 $ -294.233 $ 586,087 $ 3694 $ 2,683 $ 4877 $ 3,367
Special FUNAS ......ccoooveviiiiiiiiciecieeis $ 694,494 $ 713,838 $ 868,014 $ 274378 $ 156,210 $ 49,036 $ -66,242
REVENUES
General Fund:
Corporation Taxes........ccceevveeeiieeannne $ 4,579,207 $ 4,602,000 $ 4,844,200 $ 4,876,700 $ 4,656,400 $ 4,338,700 $ 4,305,800
Personal Income TaX.......cccoceeviveeeninenn. 9,968,733 10,133,500 10,812,000 11,491,200 11,867,600 12,401,400 12,780,300
Sales and Use TaX......cccevveeerieeeninenns 8,029,170 8,503,800 8,659,000 9,176,200 9,514,000 9,817,400 10,101,700
All Other Revenues/Taxes. 5,071,052 3,550,800 3,629,858 3,583,181 3,773,182 3,892,829 4,012,778
Less Refunds........... -1,125,000 -1,125,000 -1,195,000 -1,215,000 -1,235,000 -1,255,000 -1,275,000
Total General Fund.. $ 26,523,162 $ 25,665,100 $ 26,750,058 $ 27,912,281 $ 28,576,182 $ 29,195329 $ 29,925,578
Special FUNdS........ccoovevveiieiiieieiie 4,573,021 4,631,154 3,744,437 4,155,698 4,189,202 4,214,230 4,242,426
Federal Funds.........cccoocvvvvinieniinienens 24,437,968 26,870,474 22,090,123 21,458,160 21,768,373 22,126,325 22,636,304
Other FUNAS.......covveriiiieie e 9,481,864 10,333,247 9,820,534 9,670,962 9,707,677 9,737,397 9,785,019
Total Revenues
and Balances..........cccccoveeiiieeenns $ 63,685,092 $ 67,919580 $ 63,859,253 $ 63475173 $ 64,400,327 $ 65327,194 $ 66,526,452
PROGRAM EXPENDITURES
Direction and Supportive
SEIVICES. ..ottt $ 1,741,267 $ 1,785,015 $ 1,766,348 $ 1,678,149 $ 1,676,285 $ 1,678,149 $ 1,663,404
Protection of Persons and
Property.......ccooeeiiiiiiieeeeeeiieeee e 8,178,108 8,459,651 8,187,786 8,183,950 8,149,178 8,098,398 8,104,197
Education................... 15,500,675 15,414,766 13,404,532 13,807,060 14,377,932 14,927,144 15,468,673
Health and Human Services 27,424,314 30,177,202 30,289,581 30,298,096 30,826,926 31,374,659 32,145,151
Economic Development 2,850,857 3,037,465 2,087,319 2,125,068 2,046,767 2,047,505 2,048,277
Transportation...........ccceeveveeeiiieeesieeesnenn. 6,308,484 6,324,615 6,117,588 5,410,840 5,400,681 5,396,563 5,412,789
Recreation and Cultural Enrichment....... 563,003 553,376 552,607 542,079 548,204 552,259 556,576
Debt Service.......ccoovoveiieeiiieiee e 1,010,753 1,081,969 1,174,188 1,270,144 1,318,815 1,314,269 1,315,191
Less General Fund Lapses...........cccc...... -150,409 -357,780 0 0 0 0 0
Less Special Fund Lapses..........c.cc.c.... -161,565 -10,800 0 0 0 0 0
Total Operating Expenditures..... $ 63,265,487 $ 66,465479 $ 63,579,949 $ 63,315386 $ 64,344,788 $ 65,388,946 $ 66,714,258
Transfer to Budget Stabilization
Reserve FUNd...........ccoevveveeeieiiiiieeeen, 0 0 -1,232 -894 -1,626 -1,123 -1,119
ENDING BALANCES
General Fund..........ccccovveiiieiiee e $ -294,233 $ 586,087 $ 3,694 $ 2,683 $ 4,877 $ 3,367 $ 3,357
Special FUNAS ......cocvveviieiieiieciceeeiens $ 713,838 $ 868,014 $ 274,378 $ 156,210 $ 49,036 $ -66,242 $ -192,282
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Program Budget Summary

Seven Year Summary of Commonwealth Programs

The following is a summary for the seven Commonwealth Programs of 2009-10 actual expenditures, 2010-11 amounts available, 2011-12
amounts budgeted and future year estimates for all the operating funds and capital bond authorizations as presented in the 2011-12 Governor's
Executive Budget. A breakdown of each Commonwealth Program by Category and Subcategory is shown on subsequent pages.

(Dollar Amounts in Thousands)

2009-10 2010-11 2011-12 2012-13 2013-14 2014-15 2015-16
Actual Available Budget Estimated Estimated Estimated Estimated
Direction and Supportive Services

General Fund............cceene $ 799,718 $ 785,332 $ 787,265 $ 779,074 % 773,790 $ 772,141 $ 753,727
Special Funds.........ccccoce... 539,099 564,767 558,764 561,087 564,507 568,020 571,689
Federal Funds.............c....... 116,074 123,293 113,972 31,768 31,768 31,768 31,768
Other Funds..........cccceeunenne 286,376 311,623 306,347 306,220 306,220 306,220 306,220
Total Operating................... $ 1,741,267 $ 1,785015 $ 1,766,348 $ 1,678,149 $ 1,676,285 $ 1,678,149 $ 1,663,404

Protection of Persons and Property

General Fund..........cccccu.. $ 2742531 $ 2,816,323 $ 3,002,238 $ 3,042,019 $ 3,085588 $ 3,080,921 $ 3,087,862
Special Funds..... 714,357 732,773 743,599 756,819 752,902 753,087 752,696
Federal Funds.... 1,672,813 1,826,957 1,444,661 1,396,412 1,321,622 1,275,322 1,274,172
Other Funds........cccccecveeenne 3,048,407 3,083,598 2,997,288 2,988,700 2,989,066 2,989,068 2,989,467
Total Operating................... $ 8,178,108 $ 8,459,651 $ 8,187,786 $ 8,183,950 $ 8,149,178 $ 8,098,398 $ 8,104,197
Education
General Fund...........ccccceen. $ 10,995,988 $ 10,773,767 $ 10,410,106 $ 10,864,899 $ 11,434,437 $ 12,067,050 $ 12,607,639
Special Funds 875 1,103 13,028 13,702 15,036 15,919 16,859
Federal Funds...........c......... 3,747,833 3,696,834 2,170,761 2,113,322 2,113,322 2,029,038 2,029,038
Other Funds..........cccoevneene 755,979 943,062 810,637 815,137 815,137 815,137 815,137
Total Operating................... $ 15,500,675 $ 15,414,766 $ 13,404,532 $ 13,807,060 $ 14,377,932 $ 14,927,144 $ 15,468,673
Health and Human Services
General Fund...........cccccuee. $ 8925923 $ 9,206,091 $ 11,639,776 $ 11,638,776 $ 11,638,776 $ 11,638,776 $ 11,835,776
Special Funds..........ccc....... 1,315,693 1,271,527 965,895 986,117 1,001,817 1,017,617 1,033,317
Federal Funds.... 15,440,981 17,418,056 15,499,345 15,467,298 15,931,301 16,419,837 16,930,966
Other Funds.... 1,741,717 2,281,528 2,184,565 2,205,905 2,255,032 2,298,429 2,345,092
Total Operating................... $ 27,424,314 $ 30,177,202 $ 30,289,581 $ 30,298,096 $ 30,826,926 $ 31,374,659 $ 32,145,151
Economic Development
General Fund..........cccccuee. $ 342,721 % 409,734 $ 282,316 $ 289,942 $ 290,641 $ 291,379 $ 292,151
Special Funds..... 3,000 3,000 0 0 0 0 0
Federal Funds.... 1,543,657 1,421,296 849,815 838,965 759,965 759,965 759,965
Other Funds..........ccooevvene 961,479 1,203,435 955,188 996,161 996,161 996,161 996,161
Total Operating................... $ 2,850,857 $ 3,037,465 $ 2,087,319 $ 2,125068 $ 2,046,767 $ 2,047,505 $ 2,048,277
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Program Budget Summary

Seven Year Summary of Commonwealth Programs

(Dollar Amounts in Thousands)

2009-10 2010-11 2011-12 2012-13 2013-14 2014-15 2015-16
Actual Available Budget Estimated Estimated Estimated Estimated
Transportation
General Fund...........ccocoueene. $ 9,078 $ 896 $ 909 909 909 $ 909 909
Special Funds.........cccccce... 1,975,861 1,744,096 1,864,839 1,779,759 1,783,886 1,793,363 1,808,202
Federal Funds.... 1,805,420 2,295,715 1,931,749 1,531,749 1,531,749 1,531,749 1,531,749
Other Funds.........ccccccvveeene 2,518,125 2,283,908 2,320,091 2,098,423 2,084,137 2,070,542 2,071,929
Total Operating................... $ 6,308,484 $ 6324615 $ 6,117,588 5,410,840 5,400,681 $ 5,396,563 5,412,789
Recreation and Cultural Enrichment
General Fund............cccee... $ 193,841 $ 172,873 $ 146,697 146,697 146,697 $ 146,697 146,697
Special Funds..................... 141,621 145,514 166,588 157,210 163,287 167,310 171,593
Federal Funds.............c..... 111,190 88,323 79,820 78,646 78,646 78,646 78,646
Other Funds...........cccoevneen. 116,351 146,666 159,502 159,526 159,574 159,606 159,640
Total Operating..........cccc..... $ 563,003 $ 553,376 $ 552,607 542,079 548,204 $ 552,259 556,576
Debt Service
General Fund..........cccccc... $ 932,587 $ 977,544 $ 1,061,912 1,150,082 1,201,524 $ 1,197,843 1,199,708
Special Funds..... 24,736 24,998 25,360 19,172 14,941 14,192 14,110
Federal Funds.... 0 0 0 0 0 0 0
Other Funds.........ccccccvveeene 53,430 79,427 86,916 100,890 102,350 102,234 101,373
Total Operating..........ccceo.... $ 1,010,753 $ 1,081,969 $ 1,174,188 1,270,144 1,318,815 $ 1,314,269 1,315,191
Capital Bond Authorizations... $ 0$ 0$ 684,866 883,207 903,854 $ 836,766 760,390
Program Total............c.cc... $ 1,010,753 $ 1,081,969 $ 1,859,054 2,153,351 2,222,669 $ 2,151,035 2,075,581
COMMONWEALTH TOTALS
General Fund...........ccccu.. $ 24,942,387 $ 25,142,560 $ 27,331,219 27,912,398 28,572,362 $ 29,195,716 29,924,469
Special Funds..................... 4,715,242 4,487,778 4,338,073 4,273,866 4,296,376 4,329,508 4,368,466
Federal Funds..................... 24,437,968 26,870,474 22,090,123 21,458,160 21,768,373 22,126,325 22,636,304
Other Funds.........ccccceeeeene 9,481,864 10,333,247 9,820,534 9,670,962 9,707,677 9,737,397 9,785,019
Total Operating..........cccc..... $ 63,577,461 $ 66,834,059 $ 63,579,949 63,315,386 64,344,788 $ 65,388,946 $ 66,714,258
Capital Bond Authorizations... $ 0% 0% 684,866 883,207 903,854 $ 836,766 $ 760,390
Program Total..........c......... $ 63,577,461 $ 66,834,059 $ 64,264,815 64,198,593 65,248,642 $ 66,225,712 $ 67,474,648
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Program Budget Summary

Direction and Supportive Services

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

administration’s priorities in this program area.

Centralized functions affecting all agencies make up this program. Administrative costs specifically related to particular

programs usually appear in a program subcategory to which they relate.

The agencies in this program include the Governor's Office, Executive Offices, Lieutenant Governor, Auditor General,
Treasury, Civil Service Commission, Department of General Services, Department of Revenue, the State Employees’

Retirement System and the Legislature.

Contribution by Category and Subcategory

General Fund and Special Funds
(Dollar Amounts in Thousands)

2009-10 2010-11 2011-12 2012-13 2013-14 2014-15 2015-16

Actual Available Budget Estimated Estimated Estimated Estimated

Administrative and Support Services............ccoceevvernne. $ 157,860$% 134578% 126,376 $ 124,782$ 124,782% 124,881 $ 124,782
EXecutive DIir€CHION.........ccceeiiiiiiiieee et 149,125 126,518 118,450 116,856 116,856 116,955 116,856
Personnel Selection..........cccvvvveeeieiiiiiiiee e 1 1 1 1 1 1 1
State Retirement SYStemM........cccovviieiiiie e 4 4 4 4 4 4 4
Ethics Commission.... 1,980 1,786 1,786 1,786 1,786 1,786 1,786
Legal Services........cccovvroieniiiiienees 3,906 3,559 3,425 3,425 3,425 3,425 3,425
Health Care Cost Containment Council...........ccccccevvvvnnnn, 2,844 2,710 2,710 2,710 2,710 2,710 2,710
Fiscal Management.........ccccoveiiuieiieecieecie e, $ 750,549% 781,686% 789,414% 789,140% 787,276$ 789,041% 774,395
Revenue Collection and Administration............cccceceevveenn, 647,391 678,498 681,800 681,526 679,662 681,427 674,781
Disbursement 54,855 56,943 62,539 62,539 62,539 62,539 54,539
AUAITING. .ee e e e 48,303 46,245 45,075 45,075 45,075 45,075 45,075
Physical Facilities and Commodities Management...... $ 130,403$% 132,561$% 133,238$% 133,238% 133,238$% 133,238% 133,238
Facility, Property and Commodity Management................ 130,403 132,561 133,238 133,238 133,238 133,238 133,238
Legislative ProCeSSeS.....ccuiiiieiiiiieeeiie e $ 299,026 $ 300,285 $ 296,012 $ 292,012 $ 292,012 $ 292,012 $ 292,012
LegISIAtUIe. ... 299,026 300,285 296,012 292,012 292,012 292,012 292,012
Interstate RelationS.......ccoceeiiiiiiicceecc e $ 979 % 989 $ 989 $ 989 $ 989 $ 989 $ 989
Interstate Relations............coveeeieiiiiiiiie e 979 989 989 989 989 989 989
PROGRAM TOTAL ..ottt $ 1,338,817$ 1,350,099 % 1,346,029$% 1,340,161 $ 1,338,297 $ 1,340,161 $ 1,325,416
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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 protect the public health and safety of
Pennsylvania’s citizens. The Overview theme in the Overview and Summaries section highlights the administration's
priorities in this program area.

This program addresses the substantive areas of consumer and environmental protection, certain regulatory activities, the
criminal justice system and mitigation of the effects of disasters. Within these broad areas, the State Police, Department of
Banking, Attorney General, Department of Corrections, Public Utility Commission, Liquor Control Board, Pennsylvania
Emergency Management Agency, Board of Probation and Parole, the Judiciary, Milk Marketing Board, 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)

2009-10 2010-11 2011-12 2012-13 2013-14 2014-15 2015-16

Actual Available Budget Estimated Estimated Estimated Estimated

General Administration and SUPPOrt......c.cccoeveierieenenne. 42,823 $ 39,944 $ 36,048 $ 36,048 $ 36,048 $ 36,048 $ 36,048
Criminal and Juvenile Justice Planning.............cccceeiveeene 27,131 25,288 23,335 23,335 23,335 23,335 23,335
Environmental SUPPOrt SErVIiCes.........ccoceevurieriieeeniiieennns 15,692 14,656 12,713 12,713 12,713 12,713 12,713
Public Protection and Law Enforcement....................... 892,920$% 917,741% 959,263% 975989% 972,072$% 972,257$ 971,866
State POlICE. ....veeiieeeeeceee e 692,230 709,023 750,638 764,663 764,663 764,663 764,663
Attorney General.........cccooeveeeiiiieeniiee e, 86,522 83,007 82,199 82,199 82,199 82,199 82,199
Highway Safety Administration and Licensing 114,168 125,711 126,426 129,127 125,210 125,395 125,004

Control and Reduction of Crime...

...$ 1,707,839$% 1,814,897 $

2,008,925 % 2,046,995$% 2,090,594 % 2,085,927 $ 2,092,868

Institutionalization of Offenders........ 1,592,937 1,694,319 1,880,810 1,916,924 1,960,523 1,955,856 1,962,797
Reintegration of Adult Offenders............ccooeeiiiiieiiieennns 114,902 120,578 128,115 130,071 130,071 130,071 130,071
Juvenile Crime Prevention.........cccoeevceeneieeneneens 20,823 $ 19,929 $ 19,796 $ 19,796 $ 19,796 $ 19,796 $ 19,796
Reintegration of Juvenile Delinquents............cccccoecvveennnnen. 20,823 19,929 19,796 19,796 19,796 19,796 19,796
Adjudication of Defendants..........ccccoveeeiiiieeiiiieinieeee 276,860 $ 276,860 $ 276,860 $ 276,860 $ 276,860 $ 276,860 $ 276,860
State Judicial SYStEeM........ccueiiiiiiiiiiieeeeee e 276,860 276,860 276,860 276,860 276,860 276,860 276,860
Public Order and Community Safety.........cccccecervrernen. 36,704 $ 29,278 $ 26,778 $ 26,778 $ 26,778 $ 26,778 $ 26,778
Emergency Management...........cocevveeerineennieeeninee e 17,502 10,466 7,581 7,581 7,581 7,581 7,581
State Military Readingss...........cccceeviieeniieeeiiiee e 19,202 18,812 19,197 19,197 19,197 19,197 19,197
Protection From Natural Hazards and Disasters.......... 144,258 $ 136,408$% 131,255$% 131,255$% 131,255$% 131,255$% 131,255
Environmental Protection and Management..................... 144,258 136,408 131,255 131,255 131,255 131,255 131,255
Consumer ProteCtion.......ccocceeeiieiiniieeiniie e 295,197 $ 275,465 $ 250,000 $ 248,205 $ 248,175 $ 248,175 $ 248,175
CoNSUMET ProteCHiON. .......ccoiveiieiiee it 9,825 8,496 10,242 8,447 8,417 8,417 8,417
Financial Institution Regulation............ccccoovviveriiieencieeennnn, 21,054 20,833 21,349 21,349 21,349 21,349 21,349
Securities Industry Regulation 1,386 1,145 1,131 1,131 1,131 1,131 1,131
Insurance Industry Regulation 159,067 143,660 121,099 121,099 121,099 121,099 121,099
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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)

2009-10 2010-11 2011-12 2012-13 2013-14 2014-15 2015-16

Actual Available Budget Estimated Estimated Estimated Estimated
Horse Racing Regulation..............cccoieiiiiicniiiie e 17,002 17,916 17,417 17,417 17,417 17,417 17,417
Protection and Development of Agricultural Industries...... 86,863 83,415 78,762 78,762 78,762 78,762 78,762
Community and Occupational Safety and Stability...... $ 28,417 $ 28,016 $ 27,080 $ 27,080 $ 27,080 $ 27,080 $ 27,080
Community and Occupational Safety and Stability............ 26,054 25,638 24,971 24,971 24,971 24,971 24,971
Fire Prevention and Safety...........cccocvveriieeiniiienniieeeieen 2,363 2,378 2,109 2,109 2,109 2,109 2,109
Prevention & Elimination of Discriminatory Practices. $ 11,047 $ 10,558 $ 9,832 $ 9,832 $ 9,832 % 9,832 $ 9,832
Prevention & Elimination of Discriminatory Practices........ 11,047 10,558 9,832 9,832 9,832 9,832 9,832
PROGRAM TOTAL ..o $ 3,456,888% 3,549,096 $ 3,745,837 $ 3,798,838% 3,838,490 $ 3,834,008 $ 3,840,558
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Program Budget Summary

Education

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

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

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

Contribution by Category and Subcategory

General Fund and Special Funds
(Dollar Amounts in Thousands)

2009-10 2010-11 2011-12 2012-13 2013-14 2014-15 2015-16

Actual Available Budget Estimated Estimated Estimated Estimated
Educational SUpport SErviCes.......cccooeeiieiieiiieiieiieee $ 31,011 % 29,755 $ 29,783 $ 29,783 $ 29,783 $ 29,783 $ 29,783
Education SUppOrt SErviCeS.........ccoeeerueeeiiiieenieeeeiiieeenes 31,011 29,755 29,783 29,783 29,783 29,783 29,783
BasiC EAUCALION.......ccciviiiiiiiee e $ 9,107,769$% 8,905,356 $ 9,134,308 $ 9,589,101 $ 10,158,639 $ 10,791,252 $ 11,331,841
PreK-12 EUCALION. ......ccccirreeerieeeesieseeie s snee e 9,090,190 8,886,677 9,115,653 9,569,514 10,138,072 10,769,658 11,309,166
Public Utility Realty Payments...........cccceeviveeiiiieesiieeees 17,579 18,679 18,655 19,587 20,567 21,594 22,675
Higher EQUCAtiON......c.coiiiiiiiiiie e $ 1,858,083$% 1,839,759$% 1,259,043$% 1,259,717$ 1,261,051$ 1,261,934% 1,262,874
Higher Education.... 1,400,161 1,398,560 847,486 848,160 849,494 850,377 851,317
Financial Assistance to Students..........c.cccoccvveevvieeerveeen, 426,672 410,127 396,502 396,502 396,502 396,502 396,502
Financial Assistance to INStitutions.............ccccevvieeiniineenn: 31,250 31,072 15,055 15,055 15,055 15,055 15,055
PROGRAM TOTAL ..o $ 10,996,863 $ 10,774,870 $ 10,423,134 $ 10,878,601 $ 11,449,473 $ 12,082,969 $ 12,624,498
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Program Budget Summary

Health and Human Services

The goals of this commonwealth program are to ensure access to quality medical care for all citizens, support people
seeking self-sufficiency, provide military readiness and assistance to veterans and maximize opportunities for individuals
and families to participate in society. The Helping Pennsylvanians Achieve Self-Sufficiency Through Sensible Reforms
initiative in the Department of Public Welfare presentation highlights the administration's priorities to maintain essential
health and human services while reforming the public welfare system.

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 to address the various issues 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)

2009-10 2010-11 2011-12 2012-13 2013-14 2014-15 2015-16

Actual Available Budget Estimated Estimated Estimated Estimated
Human Services SUPPOIt......cccoviieiiieeiiiieeeeee e $ 113,759 $ 113,648 $ 111,274 $ 111,274 $ 111,274 $ 111,274 $ 111,274
Human Services SUPPOIt..........uerieiieriieieeiieee e 113,759 113,648 111,274 111,274 111,274 111,274 111,274
Social Development of Individuals..........cccccevevevvirinnn, $ 1,688,184% 1,680,637% 1,635843% 1,635843$% 1,635843% 1,635843% 1,635,843
HUM@N SEIVICES. ....cciiiiiiiiiieeiiee e 1,184,218 1,197,336 1,144,010 1,144,010 1,144,010 1,144,010 1,144,010
Child DeVelopMENt.........ccoiiiiiiiiiee e 503,966 483,301 491,833 491,833 491,833 491,833 491,833
Support of Older Pennsylvanians.........ccccccoceevereseenenne $ 809,075% 817,399% 844640% 864,862$% 880,562% 896,362% 912,062

Community Services for Older Pennsylvanians..
Homeowners and Renters Assistance................

299,655 305,751 310,740 315,262 315,262 315,262 315,262
278,000 285,500 283,900 284,600 285,300 286,100 286,800

Pharmaceutical ASSIStanCe...........cccccceviireiiiiiniiieiiennens 231,420 226,148 250,000 265,000 280,000 295,000 310,000
INCOME MaiNtENANCE.....cueeeereeerieie et $ 789,884% 794,534% 746,824$% 745,824$% 745824$% 745824% 745824
Income MaiNtENANCE..........ccoriieiiiiee it 777,772 782,949 728,279 728,279 728,279 728,279 728,279
Workers Compensation and Assistance 2,360 2,289 2,040 2,040 2,040 2,040 2,040
Military Compensation and Assistance............cccccoveeeeene 9,752 9,296 16,505 15,505 15,505 15,505 15,505
Physical Health Treatment............ccocooiiiiieniieine $ 5,111,770$ 5,288,798 % 7,218,148% 7,218,148% 7,218,148% 7,218,148% 7,415,148
Medical Assistance 3,614,712 3,639,385 5,188,279 5,188,279 5,188,279 5,188,279 5,341,939
LoNg Term LiVING.....cooiiiiiiniiie e 1,067,961 1,236,679 1,620,741 1,620,741 1,620,741 1,620,741 1,664,081
Health Treatment Services..........ccccovvveeiiiiiiniieeniiee e 14,244 13,665 9,752 9,752 9,752 9,752 9,752
Health Support Services..... . 47,098 45,614 46,758 46,758 46,758 46,758 46,758
Health Research..........cc......... . 85,469 74,899 66,310 66,310 66,310 66,310 66,310
Emergency Food ASSIStance............ccoeviiieniciieenienncenen, 20,226 19,993 19,613 19,613 19,613 19,613 19,613
Prevention and Treatment of Drug and Alcohol Abuse..... 41,750 41,698 41,698 41,698 41,698 41,698 41,698
Preventive Health...........cccccooiiiiiiiee 139,091 134,639 130,707 130,707 130,707 130,707 130,707
Veterans HOMES..........ooiieiiiiieieseeieeseee e 81,219 82,226 94,290 94,290 94,290 94,290 94,290
Mental Health...........cocooiiiiineeeee $ 764998% 748589% 769,886% 769,886 % 769,886% 769,886% 769,886
Mental Health..........cccooveviiiiic e 764,998 748,589 769,886 769,886 769,886 769,886 769,886
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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)

2009-10 2010-11 2011-12 2012-13 2013-14 2014-15 2015-16

Actual Available Budget Estimated Estimated Estimated Estimated
Mental Retardation.............cococeeueveveeeeereeeesesseeseeneenean. $ 963,946% 1,034,013$ 1,279,056$ 1,279,056$ 1,279,056 $ 1,279,056 $ 1,279,056
Mental Retardation...............coc.cov.eveereeceeeeesserereereeeeesnenen. 963,946 1,034,013 1,279,056 1,279,056 1,279,056 1,279,056 1,279,056
PROGRAM TOTAL ..ot $ 10,241,616 $ 10,477,618 $ 12,605,671 $ 12,624,893 $ 12,640,593 $ 12,656,393 $ 12,869,093
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Program Budget Summary

Economic Development

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

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

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

Contribution by Category and Subcategory

General Fund and Special Funds
(Dollar Amounts in Thousands)

2009-10 2010-11 2011-12 2012-13 2013-14 2014-15 2015-16

Actual Available Budget Estimated Estimated Estimated Estimated
Economic Development Services........cccooceeeeeieeieeannen. $ 34,136 $ 33,229 $ 26,912 $ 26,912 $ 26,912 % 26,912 $ 26,912
Economic Development Services...........cccevieeieniieeeniieens 34,136 33,229 26,912 26,912 26,912 26,912 26,912
Commonwealth Economic Development..........c..ccc...... $ 191,548% 202,225% 180,376 $ 187,327$ 187,317% 187,310% 187,301
JOD Creation........cceiiiieiiiiie et 162,038 169,202 161,585 168,536 168,526 168,519 168,510
Global Trade and TOUNSM.........ccovviiiiiniiniienic e 29,510 33,023 18,791 18,791 18,791 18,791 18,791
Workforce Investment.........cccooeeiiiieiniee e $ 60,926 $ 58,273 $ 45,258 $ 45,258 $ 45,258 $ 45,258 $ 45,258
Workforce Development.. 14,221 14,364 1,613 1,613 1,613 1,613 1,613
Vocational Rehabilitation..............cccccovviviiiiieniiee 46,705 43,909 43,645 43,645 43,645 43,645 43,645
Community Development........cccovviiiieniiniicniceeee, $ 59,111 $ 119,007 $ 29,770 $ 30,445 $ 31,154 % 31,899 % 32,680
PA COMMUNILIES....cveeieiiieiesiceee et 46,384 105,484 16,265 16,265 16,265 16,265 16,265
Public Utility Realty Payments.............ccceevvieeiiiieeniieeenns 12,727 13,523 13,505 14,180 14,889 15,634 16,415
PROGRAM TOTAL ... $ 345721% 412,734$ 282,316$ 289,942% 290,641$ 291,379% 292,151
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Program Budget Summary

Transportation

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

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

Contribution by Category and Subcategory

General Fund and Special Funds

(Dollar Amounts in Thousands)

2009-10 2010-11 2011-12 2012-13 2013-14 2014-15 2015-16

Actual Available Budget Estimated Estimated Estimated Estimated
Transportation Systems and Services............cceeeuvennen. $ 1,984,939$% 1,744,992% 1,865,748% 1,780,668$% 1,784,795% 1,794,272$ 1,809,111
Transportation SUPPOrt SErVICES.........occveeriereiiieeeriieeeans 49,238 54,360 54,956 54,956 54,956 54,956 54,956
Highways and Bridges..........cccooeeeiiieiniiienniee e 1,618,055 1,376,136 1,490,955 1,402,339 1,402,788 1,408,305 1,418,891
Local Highway and Bridge Assistance... 228,382 232,100 239,928 241,078 242,298 243,726 245,371
Intermodal Transportation...........ccoccveerieerenieee e 89,264 82,396 79,909 82,295 84,753 87,285 89,893
PROGRAM TOTAL ..o $ 1,984,939% 1,744,992% 1,865748% 1,780,668% 1,784,795% 1,794,272$ 1,809,111
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Contribution by Category and Subcategory

Program Budget Summary

Recreation and Cultural Enrichment

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

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

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

General Fund and Special Funds
(Dollar Amounts in Thousands)

2009-10 2010-11 2011-12 2012-13 2013-14 2014-15 2015-16

Actual Available Budget Estimated Estimated Estimated Estimated

RECTEALION......iiiiiiiiiie e $ 232,260% 220,766$ 213,667$% 203,653$ 208,470$% 211,658$% 215,054
Parks and Forests Management............cccceevieeeniicennenen. 127,588 111,183 102,405 104,840 109,657 112,845 116,241
Recreational Fishing and Boating.... 45,223 47,231 46,791 46,791 46,791 46,791 46,791
Wildlife Management...........cocoveveeiiienieeieesie e 59,449 62,352 64,471 52,022 52,022 52,022 52,022
Cultural Enrichment........cccoooiiiiiniiiiin e $ 103,202 % 97,621 $ 99,618 % 100,254 $ 101,514 $ 102,349% 103,236
State Historical Preservation.. 19,348 18,467 17,881 17,881 17,881 17,881 17,881
Local Museum ASSIStANCE. ........c.evruierieiiie e 1,814 5,540 8,613 9,099 10,063 10,701 11,380
Development of Artists and Audiences............ccoceevvceeeennn 13,772 9,317 9,157 9,157 9,157 9,157 9,157
State Library ServiCes.......cccocvviviieesiiieeeiiie e sieee s 68,268 64,297 63,967 64,117 64,413 64,610 64,818
PROGRAM TOTAL ..o $ 335462% 318,387$% 313,285% 303,907 309,984% 314,007$ 318,290

Y

i
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Program Budget Summary

Debt Service

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

The agency that participates in this program is Treasury.

Contribution by Category and Subcategory

General Fund and Special Funds

DEDL SEIVICE....ci it
Debt Service

PROGRAM TOTAL. ..ottt

v COMMONWEALTH OF PENNSYLVANIA

(Dollar Amounts in Thousands)

2009-10 2010-11 2011-12 2012-13 2013-14 2014-15 2015-16
Actual Available Budget Estimated Estimated Estimated Estimated

957,323% 1,002,542% 1,087,272$ 1,169,254% 1,216,465% 1,212,035$ 1,213,818
957,323 1,002,542 1,087,272 1,169,254 1,216,465 1,212,035 1,213,818

957,323$% 1,002,542% 1,087,272$% 1,169,254% 1,216,465% 1,212,035$% 1,213,818
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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 2009-10 actual year, 2010-11 available year and 2011-12 budget year. The financial statement excludes augmentations and
Federal funds that are detailed in subsequent tables.

(Dollar Amounts in Thousands)

2009-10 2010-11 2011-12
Actual Available Estimated
Beginning BalanCe........ccoccvvvvevieiie e $ -2,030,417 $ -294,233 $ 586,087
Adjustment to Beginning Balance..............ccocccveviiveens 5,000 0 0
Adjusted Beginning Balance............cccceveerienieeiieenieennens $ -2,025,417 $ -294,233 $ 586,087
Revenue:
REVENUE RECEIPLS. . .ovveiiiiiieeriie e e $ 27,648,162 a $ 26,790,100 $ 27,405,000
Proposed Revenue Changes...........cccvvvveriiveeniieeeninnen, 0 0 540,058
Less Refunds........coooovviiiiiiii -1,125,000 -1,125,000 -1,195,000
Total REVENUE.......eeeieeviie et $ 26,523,162 $ 25,665,100 $ 26,750,058
Prior Year LapSes........coovvieeiiiiiiiiieeniiee e 150,409 180,000 0
Funds Available..........ccueeveiiiieiieee e $ 24,648,154 $ 25,550,867 $ 27,336,145
Expenditures:
APPrOPHALIONS. ..cvviiieeiiesie ettt ee e $ 27,640,453 b $ 28,034,937 b $ 27,331,219
Supplemental ApPropriations...........cccveeevveeineeesnveesninns 0 162,615 0
Less Federal ARRA Funds:
Enhanced Medical Assistance Percentage............... -1,776,682 -1,745,792 0
State Fiscal Stabilization Fund.............cccceeeeeinnnnnnn. -921,384 -921,384 0
Education Jobs Fund............ccevvevvvevveenrieerieerieninennnn 0 -387,816 0
Less Current Year LapSes........ccovvvvvevvveeniiveeiiieeenienns 0 -177,780 0
Total State EXpenditures..........ccceeveeieeiveenieeneesnennns $ 24,942,387 $ 24,964,780 $ 27,331,219
Preliminary BalancCe...........ccoocveeieeieeiieniesie e $ -294,233 $ 586,087 $ 4,926
Less Transfer to Budget Stabilization
ReServe FUNd..........ccooeeiieiiieei e 0 Oc -1,232
ENding BalanCe.......ccocveviiiiiiiiieeeieese e $ -294,233 $ 586,087 $ 3,694

Includes $755 million transferred from the Budget Stabilization Reserve Fund in accordance with Act 50 of 2009.

® Includes State General Fund appropriations and Federal ARRA funds appropriated from the enhanced Federal Medical
Assistance Percentage, the State Fiscal Stabilization Fund and the Education Jobs Fund (in 2010-11).

 This budget proposes the suspension of the 25% transfer to the Budget Stabilization Reserve Fund for FY 2010-11.

COMMONWEALTH OF PENNSYLVANIA C15 GovERNOR’s ExecuTiveE Bubcet 2011-2012



General Fund

NOTES ON FINANCIAL STATEMENT

(Dollar Amounts in Thousands)

PROPOSED TAX AND REVENUE MODIFICATIONS

2011-12
Estimated
Tax Revenue:
Film Production TaxX Credit. ..o e e et $ 5,100
A decrease of $15 million to the $75 million annual cap on total film production tax
credits is proposed to be effective for credits awarded after July 1, 2011.
Research and Development TaxX Credit..........oovuieeieeiie it eee s eee e $ -200
An increase of $15 million to the $40 million annual cap on total research and
development tax credits is proposed to be effective for credits awarded after
July 1, 2011.
Job Creation TaxX Credit.......coviiii e e e e e e e $ 4,200
A decrease of $12.4 million to the $22.5 million annual cap on total job creation
tax credits is proposed to be effective for credits awarded after July 1, 2011.
Non-Tax Revenue:
Transfer from PHEAA ... e e e e e e $ 8,336
A transfer of unused fiscal year 2010-11 funds from PHEAA to the General Fund
is proposed.
Redirection of Moving Violation Surcharge............ccoiiiiiiiici e $ 44,000
A continued transfer of moving violation surcharges authorized under the
Catastrophic Loss Benefits Continuation Fund which had been deposited in the
Mcare Fund is proposed.
Transfer from the Tobacco Settlement Fund.............c.oiiiii i, $ 140,000
The Tobacco Settlement Fund is proposed to be absorbed within the General
Fund, and a transfer of the remaining balance in the Tobacco Settlement
Fund is proposed.
Transfer from the Tobacco Settlement Fund............cooooiiiiiiiii e, $ 338,622
The Tobacco Settlement Fund is proposed to be absorbed within the General
Fund, and revenues from the Master Settlement Agreement would accrue to the
General Fund.
TOTAL PROPOSED TAX AND REVENUE MODIFICATIONS $ 540,058
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General Fund

NOTES ON FINANCIAL STATEMENT

(Dollar Amounts in Thousands)

SUPPLEMENTAL APPROPRIATIONS

2010-11
Available

STATE SUPPLEMENTALS

Education
Basic EAUCAtION FUNGING.........cooiiiiiiiiiie ettt et e et e et a e s eaaeea s $ -387,816

Public Welfare
Intellectual DisabilitieS - State CeNLEIS.....uuuuuuuuriririririririririreririrerererere $ 4,222
Payment to Federal Government - Medicare Drug Program.............ccoueeereeeiiiiiiiieieeeeeeeees 13,862
Medical ASSIStANCE - OULPALIENT. ... ...uueiiririieiiriiiieiitereeeeereeeeer e eeerarnrnenrnrnrnes 103,679
Medical ASSIStANCe - INPALIENT.........coiiiiiieii e e e e e e e e e e e e enees -17,184
(o] g To Rl =11 0 (O T PSPPI 129,750
Medical Assistance - Physician Practice Plans..............cccuuiiiiiiiiiiiiic e 347
Intellectual Disabilities - Intermediate Care FacilitieS. ... 6,809
Intellectual Disabilities - Community Base Program...............cooeeiiiiiiiiiiieeeeiiieieee e -11,144
Intellectual Disabilities - Community Waiver Program 34,902
Early INtervention...........cooiiiiiiiiie e -12,000
Child Care Assistance -7,471
Services to Persons With DiSabilitieS. .........couueiiiie et e et aea s 4,172
PUDIIC WEITAIrE TOLaA.....c.uiiiiiiii ettt e e st e e e e eaaaeeeenes $ 249,944

TOTAL STATE SUPPLEMENTALS . ....otiiiiiei ittt et a e e sirareea e e e e e $ -137,872

FEDERAL SUPPLEMENTALS

Education
Education JOBS FUNG..........cccoiiiiiiiii i $ 387,816

Public Welfare
ARRA - Medical ASSIStaNCE - State CeNLEIS.....cccoiiii i $ -5,496
ARRA - Medical AsSIStance - OUIPALIENT. .........uueiiiiee e e e 28,251
ARRA - Medical AsSiStance - INPAti@NL...........uuuuuuiuiiiiiiiiiiiiiiiiieii 4,486
ARRA - Medical AsSiStance - Capitation............c.oooiiiieiiiiiiaee e e e e eeeeeeeaa e -10,351
ARRA - Medical Assistance - LONG-TEIMN Care......cccoueiiiiiiiiiiiiieeeieeeeeeesesse s sssss s s -60,358
ARRA - Medical Assistance - Transportation 601
ARRA - Medical ASSISTANCE = ICF/ID.......uuiiiieeeeeee s -6,809
ARRA - Medical Assistance - Community ID Services Base.........cccccoveiuiiieiiieiiiiiiiiieeeeeees -386
ARRA - Medical Assistance - Community ID Waiver Program............cccccceeviiiiiiiiiinnenenenenn. -29,046
ARRA - Medical Assistance - Early INtervention..............ccoeeiioiiiiiiinee e 2,525
ARRA - Medical Assistance - Services to Persons with Disabilities................cccocoeeieen. -4,577
ARRA - Medical Assistance - AtteNdant Care.............eiiivuiiiiiiieeiie e e e e e e e -6,169
PUDBIIC WEITAre TOLa......viiiiiiiie ettt et e e e e $ -87,329

TOTAL FEDERAL SUPPLEMENTALS. ....cooiiiiiiiee ettt a e $ 300,487

TOTAL SUPPLEMENTALS. ...ttt ettt e e e e s et e e e e e e et a e e e e e e e s s enaraaeeens $ 162,615
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General Fund

STATE FUNDS BY DEPARTMENT

The following is a summary, by department, of 2009-10 actual expenditures, the 2010-11
amounts available and the 2011-12 amounts budgeted as presented in the General Fund

Budget.
(Dollar Amounts in Thousands)

2009-10 2010-11 2011-12
Actual Available Budget
Governor's OffiCe......uuuiiiiiieiiiiiiie e $ 6,831 $ 6,400 $ 6,228
Executive Offices............. 195,068 168,997 158,975
Lieutenant Governor's Office...........cccccceei. 1,075 995 1,359
AttOrney General.........cccuuueiiieiiiiiiiiiieee e 86,522 83,007 82,199
AUItor GENETAL......uuuueiiii e 48,303 46,245 45,075
976,221 1,023,234 1,113,193
96,257 93,039 87,711
1 1 1
Community and Economic Development *................... 269,068 337,938 223,553
Conservation and Natural Resources............cccccvvvvveens 90,622 82,480 58,342
COITECHIONS. ..vveeeee ettt e e e e e earrre e 1,592,937 1,694,319 1,880,810
EdUCALION™™ ...ttt 10,587,608 10,375,472 10,040,143
Emergency Management Agency.... 19,865 12,844 9,690
Environmental Protection™*..............cccccvvvvvvvvvvnninnnnnnn 155,950 147,064 139,968
Ethics COMMISSION.........cuuviviiiiiieiiiiiiieiiieiiieieveerevanaaens 1,980 1,786 1,786

Fish and Boat Commission..............cccccoeeeeeeeiiieeenee. 17 17 -
General SEIVICES. ... 117,649 119,782 120,453
Health.........ccooeeeii e, 235,401 233,705 295,225
Health Care Cost Containment Council........................ 2,844 2,710 2,710
Higher Education Assistance Agency..........ccccceeeuvveen. 457,922 441,199 411,557
Historical and Museum CommISSION.............ccevereneenn. 21,162 18,467 17,881
INSUFANCE. ... ittt e 122,425 121,880 121,099
Labor and INAUSEIY........ccccuvveeiee e 89,340 86,200 72,269
Military and Veterans Affairs........ccccooocveieeeeiiiniiiiieneenn. 110,173 110,334 129,992
Probation and Parole Board... 114,902 120,578 128,115
Public Welfare...........ccocoviiiie i 8,576,965 8,858,582 11,212,103
REVENUE ™ X, ittt 186,382 189,731 197,661
Securities COMMISSION.......c.ccvviiiiiiiiiieiiiiieieieieieieieeeeenns 1,386 1,145 1,131
) 7 | (TR PPN 9,825 8,496 10,242
State Employees' Retirement System............ccccoeeueeee 4 4 4
State PONCE........ccvvieieieee e 180,150 175,568 185,578
Tax Equalization Board. 1,147 1,009 1,068
TranSPOAtioN. ........cooiiiiiiiiiee e 10,499 2,187 2,226
LegiSlature.........eviieieiiee e 299,026 300,285 296,012
276,860 276,860 276,860
24,942,387 $ 25,142,560 $ 27,331,219

* Includes Pennsylvania Housing Finance Agency.
** Includes State System of Higher Education and Thaddeus Stevens College of Technology.
*** Includes Environmental Hearing Board.
**x Excludes refunds.
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General Fund

FEDERAL FUNDS BY DEPARTMENT

The following is a summary of Federal funds, by department, of 2009-10 actual expenditures,
the 2010-11 amounts available and the 2011-12 amounts budgeted as presented in the General

Fund Budget.

Executive OffiCeS........oiuuiiiiiiiiiiieeee s
Lieutenant Governor's Office.........ccccovviiiiniiiniieenn,
ALtOrney General.........ccuuuveiiieiiiieiee e
AGHCUITUIE. ...
Community and Economic Development......................
Conservation and Natural Resources....
COITECHIONS. ...t eeee ettt
o (U o= o] o USSR
Emergency Management AgeNCY.........ccoeeveeeeeeeeennnennn.
Environmental Protection®...........ccccooeciiveeeeeiiciiieeneenn,

Higher Education Assistance Agency....
Historical and Museum CommIisSSIiON..............ccevevvneenn.

Infrastructure Investment AUthOrity...........ooocuiieeieennnnns
Insurance

Labor and Industry
Liquor Control Board...........cc.ueeeeeeriiiiiieeee e
Military and Veterans Affairs........ccccooccvvvvveeeeesicveenneennn
Probation and Parole Board.............ccccuveveeeiiiiiiiienennnn.
Public Utility CommisSioNn.........ccccceeevvviviiieee e,
Public Welfare..........coooiiiiiiiiee s

State POliCe.........cviiiiiii
TranSPOrtatioN.........ccuvieiiiiie e
Legislature..........veiiieiie e
JUAICIANY ...t

GRAND TOTAL ..ttt

(Dollar Amounts in Thousands)

2009-10 2010-11 2011-12

Actual Available Budget
189,748 $ 280,898 247,819

78 78 -
18,368 19,016 19,894
40,391 40,557 36,910
411,328 279,076 119,191
64,428 40,327 37,568
181,233 181,212 8,425
3,758,980 3,703,868 2,177,317
289,822 276,629 213,876
382,588 390,874 268,578
1,212 750 -

544,835 635,174 625,861
1,563 1,575 1,575
2,630 4,248 3,686
333,164 367,091 221,191
294,082 357,855 402,764
917,667 914,512 651,978
92 100 100
343,341 354,043 339,382
255 879 317
4,457 4,757 4,124
14,369,738 16,215,059 14,488,217
41,732 41,651 27,470
55,506 60,554 48,955
179,221 341,616 322,903
1,248 1,280 1,280
1,766 2,143 1,420

22,429,473 $ 24,515,822 20,270,801

* Includes Environmental Hearing Board.
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General Fund

AUGMENTATIONS BY DEPARTMENT

The following is a summary of augmentations, by department, of 2009-10 actual
expenditures, the 2010-11 amounts available and the 2011-12 amounts budgeted as presented
in the General Fund Budget.

(Dollar Amounts in Thousands)

2009-10 2010-11 2011-12
Actual Available Budget
Executive OffiCeS.......uuiiiiiiiiiiii e $ 93,982 $ 115,602 $ 114,148
Attorney General*..........ccveveeeee i 9,534 14,042 14,031
AUdItor GENEral........ccoiiiiiiiiiie e 11,758 13,500 13,041
TIEASUNY ...ceeiniiiie ittt 5,714 7,975 8,520
AGFCUITUIE. ... 5,547 5,427 5,544
Civil Service Commission 14,243 14,831 13,917
Community and Economic Development*.................... 9,655 7,483 7,451
Conservation and Natural RESOUICES............cccvveerennn. 55,397 75,351 84,046
COITECHIONS. ..ttt 1,639 2,076 1,873
EdUCALION. ....ciiiiiiiiiiiie e 7,968 129,161 8,161
Emergency Management AGENCY.........cccceeeverivinreeennnne 20 27 27
Environmental Protection® **...........ccccccvvveeeiniiinnnnnn. 26,708 27,802 29,373
General Services.... 36,753 37,769 34,660
Health™ . ... 4,900 7,853 7,069
Historical and Museum CommisSioN.............cccceevvneenn. 217 802 1,026
INSUFANCE......cciiiiiiiiee e 3,239 3,792 3,717
Labor and INdUSHIY™.........ccceeiiiiiiiiiiieeiiee e 51,726 44,910 43,702
Military and Veterans Affairs........cccccoccvveveeeeenicininnneenn, 30,655 31,557 28,669
Probation and Parole Board.............cccveeeeeiniiiiieieneennn. 20,247 20,739 20,754
Public Utility Commission™...........cccccovcvvvieeeeviiiiiieeeenn 52,581 56,003 58,898
Public Welfare...........cooiiiiiiiieiiieee e 1,320,177 1,860,852 1,780,755
REVENUE........oiiiiiiii it 35,504 31,985 29,857
SecuritiesS COMMISSION. .......coiiuiiiiiieeieiiiriieee e 7,727 7,727 8,186
SHALE™ ... teiee it ettt e e 47,126 51,856 48,891
State POlCE ... 59,751 57,521 56,710
TranSPOrAtiON™.......ccceeiiiiiiiiie e e e e e e e seee e e e e 1,407 1,483 -
JUAICTANY™ ... 57,048 57,048 57,048
GRAND TOTAL...cotiiieciiee et $ 1,971,223 $ 2,685,174 $ 2,480,074

* 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)

2009-10 2010-11 2011-12 2012-13 2013-14 2014-15 2015-16
Actual Estimated Budget Estimated Estimated Estimated Estimated
TAX REVENUE
Corporation Taxes
Corporate Net Income Tax............... $ 1,790,963 $ 1,853,900 $ 2,031,400 $ 2,293,100 $ 2,235,800 $ 2,105,900 $ 2,099,700
Capital Stock and Franchise Taxes. 761,188 822,500 755,900 478,200 212,900 64,000 35,300
Selective Business:
Gross Receipts TaX.......occeveeenvnenn. 1,286,669 1,220,300 1,336,200 1,366,600 1,450,500 1,401,800 1,393,300
Public Utility Realty Tax................. 39,549 42,400 46,500 47,600 50,000 52,500 54,600
Insurance Premiums Tax.............. 459,528 423,700 432,500 446,600 462,900 474,200 488,200
Financial Institutions Tax............... 222,802 224,200 225,800 227,800 226,600 221,600 215,000
Other Selective Business Taxes.... 18,508 15,000 15,900 16,800 17,700 18,700 19,700
Total — Corporation Taxes............ $ 4,579,207 $ 4,602,000 $ 4,844,200 $ 4,876,700 $ 4,656,400 $ 4,338,700 $ 4,305,800
Consumption Taxes
Sales and Use TaX......ccccovevveeeeennn. $ 8,029,170 $ 8,503,800 $ 8,659,000 $ 9,176,200 $ 9,514,000 $ 9,817,400 $ 10,101,700
Cigarette TaX.....ccoeevvvveeerieieeeeniieeeee 976,056 1,081,600 1,081,600 1,082,700 1,083,800 1,084,900 1,086,000
Malt Beverage Tax.. 26,587 26,000 26,000 26,000 26,000 26,000 26,000
LiQUOr TaX....ooiocveeeeeiiieeeiiieeenne 271,015 284,000 313,200 328,200 344,000 360,600 377,700
Total — Consumption Taxes......... $ 9,302,828 $ 9,895,400 $ 10,079,800 $ 10,613,100 $ 10,967,800 $ 11,288,900 $ 11,591,400
Other Taxes
Personal Income TaX.......ccccovvveeennes $ 9,968,733 $10,133,500 $ 10,812,000 $ 11,491,200 $ 11,867,600 $ 12,401,400 $ 12,780,300
Realty Transfer TaX.......ccccovceveennnes 296,033 285,700 334,000 391,000 433,000 460,800 490,400
Inheritance TaX.......occcevvevveeerciveeenns 753,778 765,000 800,700 839,900 1,040,600 1,137,400 1,207,900
Table Games........cccccveeeeennne 0 65,400 88,000 77,100 75,400 75,400 75,400
Minor and Repealed Taxes.. 9,349 8,700 8,700 8,700 8,700 8,700 8,700
Total — Other Taxes.......c..cccuveenne $ 11,027,893 $11,258,300 $ 12,043,400 $ 12,807,900 $ 13,425,300 $ 14,083,700 $ 14,562,700
TOTAL TAX REVENUE.............. $ 24,909,929 $ 25,755,700 $ 26,967,400 $ 28,297,700 $ 29,049,500 $ 29,711,300 $ 30,459,900
NONTAX REVENUE
State Stores Fund Transfer............. $ 105,000 $ 105,000 $ 80,000 $ 80,000 $ 80,000 $ 80,000 $ 80,000
Tobacco Master Settlement............. 0 0 338,622 334,781 330,982 327,229 325,878
Licenses, Fees and Miscellaneous:
Licenses and Fees..........c.coeeuvvnnnn 284,002 135,700 124,500 124,500 124,500 124,500 124,500
Miscellaneous 2,322,688 774,600 415,436 271,200 207,100 188,200 191,200
Fines, Penalties and Interest:
(O] I - L T 24,018 17,000 17,000 17,000 17,000 17,000 17,000
(©]1 1= SRR 2,525 2,100 2,100 2,100 2,100 2,100 2,100
TOTAL NONTAX REVENUES........... $ 2,738,233 $ 1,034,400 $ 977,658 $ 829,581 $ 761,682 $ 739,029 $ 740,678
GENERAL FUND TOTAL........... $ 27,648,162 $26,790,100 $ 27,945,058 $ 29,127,281 $ 29,811,182 $ 30,450,329 $ 31,200,578

Totals may not add due to rounding.
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General Fund Revenues

Adjustments to Revenue Estimate

On July 6, 2010, the Official Estimate for fiscal year 2010-11 was certified to be $26,711,700,000. The
adjustments detailed below take into account actual revenue collections through the first six months of the
fiscal year and projected collections for the remainder of the fiscal year based on current expectations for
the economy and revenue trends.

(Dollar Amounts in Thousands)

2010-11 2010-11
Official Revised
Estimate Adjustments Estimate
TAX REVENUE
Corporation Taxes
Corporate Net INCOME TaX....vccvevreeierieiriereeee e eie e e $ 1,847,000 $ 6,900 $ 1,853,900
Capital Stock and Franchise Taxes.........cccccverrieeeiiiieeeennns 767,000 55,500 822,500
Selective Business:
GroSS RECEIPLS TAX..uiiiiviiieaiiiiieeiiiee et 1,331,100 -110,800 1,220,300
Public Utility Realty TaX.........cccoeeeriiiieiiiiee e 43,200 -800 42,400
Insurance Premiums Tax..... 420,700 3,000 423,700
Financial INStitutioNS TaX.........ccccvvvieiieeeeeieiiiieieee e 220,700 3,500 224,200
Other Selective Business TaXes.........ccccvvveeveeeeeiiicivvneeneennn. 16,900 -1,900 15,000
Total — COorporation TaXeS.......ccveeerueeerreerieneeneerieseeneeanees $ 4,646,600 $ -44,600 $ 4,602,000
Consumption Taxes
Sales and USE TaX.....coieeiiieei et $ 8,337,300 $ 166,500 $ 8,503,800
Cigarette Tax......... 1,092,900 -11,300 1,081,600
Malt Beverage Tax. 26,000 0 26,000
[T 18 L] G I VL USRS PURP 284,400 -400 284,000
Total — CoNSUMPLION TAXES.....ccvereeierieerieeiesieenieeeeseee e e $ 9,740,600 $ 154,800 $ 9,895,400
Other Taxes
Personal INCOME TaX.........coiuiiiieeirieeiieeiee e $ 10,124,500 $ 9,000 $ 10,133,500
Realty Transfer TaX.......oooe i 318,600 -32,900 285,700
Inheritance Tax......... 770,900 -5,900 765,000
Table Games...........ccvee.ne 76,400 -11,000 65,400
Minor and Repealed Taxes.... 8,700 0 8,700
Total — Other TAXES....uuveeiiiieeiiiiee e e esee e ee e saaee s $ 11,299,100 $ -40,800 $ 11,258,300
TOTAL TAXREVENUE.........cccooiiiiieeeeeee, $ 25,686,300 $ 69,400 $ 25,755,700
NONTAX REVENUE
State Stores Fund Transfer........ccocoovvierivenenieneee e $ 105,000 $ 0 $ 105,000
Licenses Fees and Miscellaneous:
Licenses and FEes.........ccocuveiiiiiiieniieieee e 139,200 -3,500 135,700
Miscellaneous 761,000 13,600 774,600
Fines, Penalties and Interest:
ON TAXES..uviieeiurieeecieeeeecttre e e sitte e e et e e e e are e e s eare e e s etae e e e eaneeas 17,000 0 17,000
3,200 -1,100 2,100
$ 1,025,400 $ 9,000 $ 1,034,400
GENERAL FUND TOTAL..cooviiiieeeeeeeeeeeeiecee e $ 26,711,700 $ 78,400 $ 26,790,100
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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
83 percent for tax year 2009 and 90 percent for tax year 2010 and beyond.

Tax Rates: January 1, 1995 and thereafter................. 9.99%
January 1, 1994 to December 31, 1994 11.99%
January 1, 1991 to December 31, 1993 ................... 12.25%
January 1, 1987 to December 31, 1990 ................... 8.50%
January 1, 1985 to December 31, 1986 ................... 9.50%
January 1, 1977 to December 31, 1984 ................... 10.50%

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

Capital Stock and Franchise Taxes

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

Tax Rates:

January 1, 2009 through December 31, 2011 .... 2.89 mills (including $40 million transfer to the
Hazardous Sites Cleanup Fund). Beginning in
2012, the rate declines by one mill per year until the
tax is eliminated on January 1, 2014.

January 1, 2008 through December 31, 2008 ....  2.89 mills.
January 1, 2007 through December 31, 2007 ....  3.89 mills
January 1, 2006 through December 31, 2006 ....  4.89 mills
January 1, 2005 through December 31, 2005 ....  5.99 mills
January 1, 2004 through December 31, 2004 ....  6.99 mills
January 1, 2002 through December 31, 2003....  7.24 mills
January 1, 2001 through December 31, 2001 .... 7.49 mills (including 0.25 mill for transfer

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

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

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

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

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

January 1, 1991 to December 31, 1991 ............. 11 mills plus a 2 mill surtax (including 0.5 mill for

transfer semiannually to HSCF and 0.25 mill for
transfer semiannually to the State Lottery Fund).

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 ........cccveeeieiiiiiiiiieeeeee 10 mills.

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

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

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

Public Utility Realty Tax

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

Tax Rate: The tax rate is set each year upon determination by the Department of Revenue of the required distribution
of the realty tax equivalent to local tax authorities. Revenue from an additional 7.6 mills is deposited in the General Fund.
For tax year 2004 and thereafter, the Department of Revenue calculates a Gross Receipts Tax surcharge in the event
that refunds for Public Utility Realty Tax appeals exceed $5 million in the prior fiscal year. No surcharge was required for
tax year 2006. The surcharge for tax year 2007 was 1.2 mills and the surcharge for tax year 2008 was 2.8 mills. There
was no surcharge for tax years 2009 or 2010. The surcharge for tax year 2011 is 1.8 mills.

Reference: Purdon’s Title 72 P.S. §8101-A—88109-A.

Insurance Premiums Tax

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

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

Reference: Purdon’s Title 72 P.S. §7901—87906.

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 Institution 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—8§7702. Bank and Trust Company Shares Tax
Purdon’s Title 72 P.S. §8501—88505. Mutual Thrift Institution Tax
Purdon’s Title 72 P.S. §7801—87806. 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. §3242—83250-15. State Personal Property Tax

Purdon’s Title 72 P.S. §3420-21—83420-28. Agricultural Cooperative Associations
15 Pa.C.S.A. 87333 - Electric Cooperative Law Tax

Sales and Use Tax

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

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

Reference: Purdon’s Title 72 P.S. 87201 et seq.

Cigarette Tax

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

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

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

Malt Beverage Tax

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

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

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

Liquor Tax

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

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

Reference: Purdon’s Title 47 P.S. §794—8796.
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General Fund Revenue Sources

Personal Income Tax

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

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 was reduced to
10 percent of revenues from January 2002 through June 2002, and to 7.5 percent from July 2002 through June 2003.
The transfer rate returned to 15 percent for July 2003 through June 2006. The rate reduced to 2.1 percent for July 2006
through June 2007, and returned to 15 percent for July 2007 and thereafter. The revenues shown for the General Fund
are net of this transfer.

Tax Rate: Rate of 1 percent of the value of the property transferred.
Reference: Purdon’s Title 72 P.S. §8101-C—8§8113-C.

Inheritance and Estate Taxes

Tax Base: The Inheritance Tax is imposed on the value of property transferred to beneficiaries of a deceased person
and certain transfers made during the decedent’s lifetime. The value of the transfer is established on the date of the
decedent’s death. The Estate Tax is levied when the Federal estate tax credit for State death taxes exceeds a decedent’s
Inheritance Tax liability. The Federal estate tax credit was phased out between 2002 and 2005; the credit is to be fully
reinstated in 2011 under current law.

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 O 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.
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General Fund Revenue Sources

Table Game Taxes

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

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

Reference: Purdon’s Title 4 P.S. § 13A62.

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 General Fund to be used for general appropriation purposes as provided by Act No. 412-% of July 18, 1935,
P.L. 1316 (Purdon’s Title 47 P.S. §744-907b).

Licenses, Fees and Miscellaneous Revenue

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

Miscellaneous revenues include all other income to be used for general appropriation purposes in the General Fund,
except monies which are given to the Commonwealth by individuals, or are provided by law to be deposited in the Judicial
Computer System Augmentation Account in accordance with Act 1988-79 (Purdon’s Title 42 Pa.C.S.A. §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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General Fund Revenue Detall

(Dollar Amounts in Thousands)

2009-10 2010-11 2011-12
Actual Estimated Budget
TAX REVENUE
Corporate Net INCOME TaX.....oiiiiiiiiiiiieiieie ettt $ 1,790,963 % 1,853,900 $ 2,031,400
Capital Stock and Franchise Taxes
Capital StoCK TaXeS — DOMESTIC......c..cveiveeriiieerieieie ettt erens $ 211,476 $ 228500 $ 212,900
Franchise Taxes — FOT@IgN.......c.oiuiiiiiiieiieiie ettt 549,712 594,000 543,000
SUBTOTAL ..ottt se s s $ 761,188 $ 822,500 $ 755,900
Gross Receipts Tax
Electric, Hydroelectric and Water POWET............cccccvireeriiniciienie e $ 814,209 % 798,600 $ 890,600
Motor Transportation 36 0 0
Telephone and Telegraph 468,999 418,300 442,200
LG g ] o To T4 2= Ui [0 o O TR RRTOP PR 3,425 3,400 3,400
SUBTOTAL. .ottt ettt ettt ettt ee e et $ 1,286,669 $ 1,220,300 $ 1,336,200
PUDbIic Utility REAILY TAX.1.iiieieierieiesieeieeieieie sttt s seesteeneas $ 39,549 % 42,400 $ 46,500
Insurance Premiums Tax
Domestic Casualty. $ 92,124 $ 84,900 $ 86,700
Domestic Fire 17,894 16,500 16,800
Domestic Life and Previously Exempted LiNeS..........coovveiiiiiiiiieiiiie e 78,798 72,700 74,200
EXCESS INSUIANCE BIOKEIS......vvviieiiiiiieeee e ecciteee e ettt e e e s e e e e s eabaee e e e e s enraees 20,822 19,200 19,600
Foreign Excess Casualty 4,428 4,100 4,200
Foreign Excess Fire 1,541 1,400 1,500
Foreign Life 232,199 214,100 218,500
1= U4 T SRR 338 300 300
T8 INSUIANCE. ... ettt e e e e e e e e e e e e e e e e e e e e e aeaeaeaeaeaes 5,343 4,900 5,000
UNauthorized INSUFANCE. .........cociiieiiiiieee ettt e e et e e e eebanee s 6,040 5,600 5,700
SUBTOTAL ..ottt n st sena $ 459528 $ 423,700 $ 432,500
Financial Institutions Taxes
Federal Mutual Thrift Institutions.. $ 4,281 $ 3,900 $ 3,900
National Banks 159,752 161,500 162,700
State Banks 34,343 34,700 35,000
State Mutual Thrift Institutions 6,378 5,800 5,800
TIUSE COMPANIES. ...ttt ettt ettt ettt b et sbe e st nenesane s 18,048 18,200 18,400
SUBTOTAL ...ttt s e s s sanas $ 222,802 $ 224,100 $ 225,800
Other Selective Business Taxes
Corporate Loans — Domestic $ 13,895 $ 9,300 $ 11,900
Corporate Loans — Foreign 1,919 1,900 1,600
Miscellaneous Business Taxes 345 500 300
Corporation Taxes — Clearing Accounts Undistributed 2,349 3,300 2,000
SUBTOTAL. .ttt ettt ettt et e s s s e s $ 18,508 $ 15,000 $ 15,800
Sales and Use Tax
Motor Vehicle $ 995,712 $ 1,069,500 $ 1,172,600
Non-Motor Vehicle 7,033,457 7,434,300 7,486,400
SUBTOTAL ettt sttt ettt ettt ettt e st e e sbeebe e beesbeesteesteesnbeenbeenteens $ 8,029,170 $ 8,503,800 $ 8,659,000

* Less than $500.
|
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General Fund Revenue Detall

(Dollar Amounts in Thousands)

2009-10 2010-11 2011-12
Actual Estimated Budget
(O3 ]o - 1= (I 1= PP $ 976,056 $ 1,081,600 $ 1,081,600
Malt BEVEIAGE TAX...eviiuieriiriereesieiteetesieeseetessestesreesee e essestestessesnsessessessesseesseseeneas $ 26,587 $ 26,000 $ 26,000
[ I Lo [U Yo g 1= O TSP OURPTRRIN $ 271,015 $ 284,000 $ 313,200
Personal Income Tax
NON-WIthNOIAING ...ttt $ 2,117,022  $ 2,173,000 $ 2,438,000
Withholding 7,851,711 7,960,500 8,374,000
SUBTOTAL ettt ettt ettt ettt sttt e ss e st e st e beesbeesbeesbeessaessbesnbeenbeenbeens $ 9,968,733 % 10,133,500 $ 10,812,000
REAILY TTraNSTEr TaAX. . .uiiiiiiriiiiiiiiie ittt $ 296,033 $ 285,700 $ 334,000
Inheritance Tax
Nonresident Inheritance and EState TaX.......ccovvveeiieeeiieeeiieessieesseeeesieeesneeee e $ 6,821 $ 6,900 $ 7,200
Resident Inheritance and EState TaX....coooooeeeieiiiiiiiiiiiieeecieeeeeceeeeeeee e 746,957 758,100 793,500
SUBTOTAL ettt ettt ettt ettt e st s e e e te e beesbeesbeesbeessbeesbeenbeenbeenbeens $ 753,778  $ 765,000 $ 800,700
TADIE GAMES....uviiieieeciitiee et e e e et e e e e s et a e e e e e seabaaeeeeesearaees $ 0 $ 65,400 $ 88,000
Minor and Repealed Taxes
Spirituous and ViNOUS LIQUOTS TaX........ccceeuiiiiiieieiieiie e $ 36 % 0o % 0
Unallocated EFT Payments... -351 -300 -300
Excess Vehicle Rental Tax.............. 7,165 6,700 6,700
Payments of Intergrated Taxes (KITS)... 556 500 500
Tax on Writs, Wills and DEEUS...........ueeeiiieiiiiiieee ettt eavaes 1,675 1,600 1,600
Clearing of Wage Garnishment CollECHONS...........ccuviiiirieiiiieiiiie e 269 300 300
SUBTOTAL. ..ottt $ 9,349 % 8,800 $ 8,800
TOTAL TAX REVENUE.......ccctiiiiie ettt $ 24,909,929 % 25,755,700 $ 26,967,400
NONTAX REVENUES
State Stores FUN TranSfer. ... e $ 105,000 $ 105,000 $ 80,000
Tobacco Master Settlement Agreement Payments $ 0o $ 0 $ 338,622
Licenses, Fees and Miscellaneous
Governor's Offices
MISCELLANEOUS REVENUE
RIGNE TO KNOW...c.itiiiiieiiesie ettt $ 1 % 0o % 0
MISCEIIANEOUS. ...ttt e et e e beaeene * 0 0
SUBTOTAL. ..ttt ettt e e e e e e ibe e e e e e s iber e e e e e $ 1 $ 0o $ 0
Executive Offices
MISCELLANEOUS REVENUE
MISCEIANEOUS. ...ttt ettt ettt ettt b e s b e ens $ 533 $ 534 % 534
Interest Transferred to Employee Benefits. -1,590 -1,592 -1,592
Access to Justice Account... -12 -12 -12
Right To Know. * 1 1
Refunds Of Expenditures Not Credited To Appropriations 4 5 5
SUBTOTAL. .ottt ettt ettt n e e e e s $ -1,065 $ -1,064  $ -1,064

* Less than $500.

COMMONWEALTH OF PENNSYLVANIA C1.19 GovERNOR’s ExecuTiveE Bubcet 2011-2012



General Fund Revenue Detall

Lieutenant Governor's Office

LICENSES AND FEES
Board Of Pardons Fees
Board Of Pardons — Filing Fees

MISCELLANEOUS REVENUE
MISCEIANEOUS.......utiieiiii ettt e e e e

SUBTOTAL ..ottt bbb

Auditor General
LICENSES AND FEES
Filing Fees — Board of Arbitration of Claims.............cccccociviiiniiiiniiiccec

SUBTOTAL ..ottt

Attorney General

MISCELLANEOUS REVENUE
Assessed Civil Penalties Payments............cccooiiiiiiiiieninesecee e
Miscellaneous Interest Offset for Appropriation 611
Miscellaneous
Refunds Of Expenditures Not Credited To Appropriations
Home Improvement Contractor Fee

SUBTOTAL ..ottt

Treasury Department

MISCELLANEOUS REVENUE
Allocation Of Treasury COSES........coiieiiriiiiieeeee e e
Contra Account Audit Service fees
Depository Adjustments
Dividend Income Reinvested - Long Term
Interest Transferred to Asbestos/Lead Account...
Interest Transferred to Hodge Trust FUNd...........cccoiiiiiiiiiiiiieee e
Interest on Average Collected Balance - WIC Program............cccceevvervesieenneenns
INEErESt ON DEPOSIES. .. utiiiiiiieeiiie et ettt ettt et e et e et e e e be e e ateeeaneeas
Interest On Securities — Liquor License Fund
Interest On Securities
Miscellaneous
Redeposit Of Checks..
Unclaimed Property — Contra Acct Paypal Fees
Unclaimed Property — Claim Payments
Unclaimed Property — Financial Institution Deposits...
Unclaimed Property — Other Holder DepOSItS. .........ccoiueieiiieeiiiiie e

SUBTOTAL. ..ottt

Department of Agriculture

LICENSES AND FEES
ADALLOIN LICENSES.......eiiiiieiiieitietiett ettt ettt sttt
Approved Inspectors Certificate And Registration Fees
Domestic Animal Dealers' Licenses
Eating & Drinking Licenses
Egg Certification Fees
Egg Opening Licenses
Farm Products Inspection Fees..
Garbage Feeders LICENSES. .......cuiiiiiiiiiie ettt
1CE€ Cream LICENSES. .. .eeiiiiiiiiiee ettt ettt
Lab Directors’ EXam FEeS........ccccciviiiiiiiiiiiiiiii
Livestock Branding FEEes...........cccciiiiiiiiiiiiiiiiiic s

* Less than $500.

(Dollar Amounts in Thousands)

2009-10 2010-11 2011-12
Actual Estimated Budget
$ 18 18 18
13 13 13
* 0 0
31 31 31
1 2 2
$ 1 2

$ 149 255 255
-87 -113 -113
4 4 4
24 22 22
2,167 1,751 1,751
$ 2,257 1,919 1,919
$ 3,918 0 0
* 0 -1
3 0 4
797 0 797
-47 0 -47

* O *
3 0 3
138 0 138
6 0 6
2,441 5,306 16,659
164 0 0
2,622 0 2,622
-11 -150 -10
-97,377 206,220 -100,000
34,812 26,250 156,098
178,838 -110,090 47,999

$ 126,307 127,536 124,268

$ * * *
2 3 3

50 50 50

1,949 1,860 2,000

12 12 12

* 0 0

56 57 57

120 107 107

1 1 1

* * *
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General Fund Revenue Detall

Department of Agriculture (continued)
MapPIEe SYIUP PrOGram.......cocuieriiiriieiie ittt ettt
Miscellaneous Licenses And Fees
Poultry Technician Licenses
Pub Weighmasters (Under Act 155)
Registration Fee — Food Establishment....
Rendering Plant Licenses
Veterinarian Diagnostic Laboratory Fees

MISCELLANEOUS REVENUE
Interest Earnings Contra BA 68
Miscellaneous
Refunds Of Expenditures Not Credited To Appropriations..............cccceeveveveenne
RIGNT £0 KNOW.....eii ittt
Sale of SUPIUS PrOTUCES........cccoouiiiiiiiciecie st

SUBTOTAL. ..ottt

Civil Service Commission
MISCELLANEOUS REVENUE
Refunds of Expend Not Credited to ApPpropriations............ccceovveeerveeinieeeniineenns

SUBTOTAL. ...ttt s

Department of Community and Economic Development

LICENSES AND FEES
Municipal Indebtedness FEEs...........ccooiiiiiiiiiiiiiee e

MISCELLANEOUS REVENUE
Miscellaneous
General Principal Repayments
General INterest 0N LOANS..........cooiiiiiiiiieiieit ettt
HRA/EDS Principal REPAYMENTS. ......coouiiiiiiieiieeeriie ettt
HRA/EDS Interest on Loans
ID/BID Principal Repayments..
ID/BID PeNalty ChargesS. .....ccuviiuiiiiiieiiieiieiiesiie sttt
ID/BID Interest on Loans

Department of Conservation and Natural Resources
MISCELLANEOUS REVENUE
Camp Leases....
Ground Rents
Housing Rents
Minerals Sales
MISCEITANEOUS. ...ttt ettt neees

Rights-Of-Way...
Water Leases
SUBTOTAL. ittt ettt ettt e ee et e e et e e et e e s neeeeneeeanaeeanneeeennes

Department of Corrections

MISCELLANEOUS REVENUE
Miscellaneous
Refunds Of Expenditures Not Credited To Appropriations
Telephone COMMISSIONS. ......ccuiiiiiiieiiie ettt

SUBTOTAL. ..ottt

* Less than $500.

(Dollar Amounts in Thousands)

2009-10 2010-11 2011-12
Actual Estimated Budget

0 * 0

11 14 15

4 4 4

220 201 201

257 242 243

5 6 5

513 555 555

$ 6 $ 7 $ 7

16 5 6

* * *

1 1 1

0 0 0

$ 3,223 $ 3,125 % 3,267
$ 1 3 0 $
$ 1 $ 0 $

$ 264 $ 265 $ 270

956 980 1,005

22 23 20

2 3 3

230 225 200

12 13 13

576 575 575

0 0 0

216 215 220

0 0 0

41 50 50

$ 2,319 $ 2,349 % 2,356

$ 804 $ 804 $ 804

16 15 15

24 24 24

2 2 2

3 3 3

2 2 1

5 1 1

773 773 850

7 5 5

$ 1,636 $ 1,629 $ 1,705

$ 33 % 20 % 20

-2 2 2

7,175 7,400 7,500

$ 7,206 $ 7,422 % 7,522

|
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General Fund Revenue Detall

(Dollar Amounts in Thousands)

2009-10 2010-11 2011-12
Actual Estimated Budget

Department of Education

LICENSES AND FEES
Fees For GED Transcripts $ 59 % 59 $ 59
Fees For Licensing Private Schools 163 234 234
PDE Fees Transcripts — Closed Private Schools * * *
Private Academic School Teacher Certification Fees 14 68 67
Fees For Licensing Private Driver Training SChoOoIS...........cccccoioiiiiiieiiiieien 81 70 70
Secondary Education Evaluation Fees 3 10 10
Teacher Certification Fees 1,726 3,900 4,000
Fingerprint and FBI Background Check Fees............ccccoceiiiiiiiiiicniiiiecee 111 124 124

MISCELLANEOUS REVENUE
MISCEIIANEOUS. ... .t 3,761 0 0
Right to Know. * 0 0
Refunds of Expenditures Not Credited to Appropriations............ccccoccveeerveeennnn. * 0 0

SUBTOTAL. .ttt e s r s $ 5918 $ 4,465 $ 4,564

Emergency Management Agency

MISCELLANEOUS REVENUE
Interest Earnings Contra BA 31 $ 1 0 0
Refunds of Expenditures Not Credited to Appropriations 2 0

SUBTOTAL. ..ttt et s e e e e s e iar e e e e eeas $ 3 $ 0 $

Department of Environmental Protection

LICENSES AND FEES
Bituminous Miners' Examination and Certification FEes..........ccccevverreieienennnns $ * $ 0o $ 0
Blasters' Examination and Licensing Fees............cccooveviviiiiiiiniiiicic e 55 0 0
Dams and Encroachment Fees 115 116 116
Examination and Certification Fees * 0 0
Explosives Storage Permit FEES........oooii i 67 67 66
Government Financed Costs Contracts 5 0 0
Hazardous Waste Facility Annual Permit Administration Fees 40 40 40
Hazardous Waste Facility Permit Application Fees 15 2 15
Hazardous Waste Storage-Disposal Fac-Fee 45 45 45
Hazardous Waste Transporter License and FEes..........ccccovverviriiiniiiniinniiennens 42 42 42
Infectious and Chemical Waste Transport Fees.. 11 11 11
Municipal Waste Annual Permit Administration Fees... 204 206 206
Municipal Waste Permit Application Fees 102 103 103
Residual Waste Closure Administration Fees 9 9 9
Residual Waste Permit Administration Fees 185 180 175
Residual Waste Permit Application/Modification Fees 84 70 70
Restaurant Licenses 0 0 0
Sewage Enforcement+Exam Fees 0 0 0
Sewage Permit Fees 296 299 299
Submerged Land Fees 52 53 53
Tipping Fees 0 0 0
Water Bacteriological Examination Fees... 14 14 14
Water Power and Supply Permit Fees 94 74 74

MISCELLANEOUS REVENUE
Ground Rentals $ 20 % 20 % 20
Interest Earnings Contra BA 35.......uuiiiiiiiiiie s 1 1 1
Miscellaneous 99 21 22
Payment To Occupy Submerged Lands 331 301 304
Penalty Charges — Delinquent Interest. 0 0 0
Refunds of Expenditures Not Credited to Appropriations............cccevvvveriierennnnns 114 5 5
Repayment Of Loans — Water Facilities..............cccooeiiiiiiiiiiiicincece, 0 0 0

* Less than $500.
|
' COMMONWEALTH OF PENNSYLVANIA Cl1.22 GovERNOR’s ExecuTiveE Bubcet 2011-2012




General Fund Revenue Detall

(Dollar Amounts in Thousands)

2009-10 2010-11 2011-12
Actual Estimated Budget
Department of Environmental Protection (continued)
MISCELLANEOUS REVENUE
RIGNTS-0F-WAY......eeiiiiii ettt et e e nnaeeanees 19 7 7
Royalties for Recovery Of Materials — Schuylkill RIVer...........ccocvviiiiiiiieniens 92 66 67
Sales Tax Escrow Account 0 0 0
Sales Tax — Allegheny County. 0 0 0
Sewage Treatment And Waterworks Application Fees 0 0 0
Surface Subsidence Assistance Loans — Repayments 0 0 0
SUBTOTAL 2,111 1,752 1,764
Department of General Services
MISCELLANEOUS REVENUE
Allocation Of Purchasing CoOStS JOD 7.......ccocuiiiiiieiiiiieiiiie e 2,717 2,631 2,697
MISCEITANEOUS. ...ttt ettt 4 4 4
Real Estate Services..... 257 263 270
Rebates to be Distributed 87 87 87
Refunds of Expenditures Not Credited to Appropriations............ccccocveeerveeernnne. 1 1 1
Rental Of State PrOPEItY........cccooiiiiiiiiiieiieece e 186 100 100
Right To Know 2 3 3
Sale Of Publications -2 0 0
Sale Of State PrOPEItY......c..eiiiiiieiiiie ittt 1,521 28,000 5,000
Sale Of Unserviceable Property. 28 267 267
Sale Of Property Escrow. 3 3 3
Reading State Office Building 207 212 217
Scranton State Office Building.... 1,125 1,153 1,182
Altoona State Office BUIldiNg............ccooiiiiiiiiiiiiiicc e 0 0 0
SUBTOTAL ..ottt esee st asnas s asnaenan 6,136 32,724 9,831
Department of Health
LICENSES AND FEES
Bathing Place Program — Application FEes..........ccccoiiiiiiiiiiiii e 1 1 1
Cre CertifiCation FEES........coiiiiieieeiie s 19 20 20
Home Care Agency LICENSUIE FEES.........ccuiiiiiiiiiiieiiie e 94 109 109
HOSPICE LICENSING FEES........eiiiiiiiiieicieceeee s 25 29 29
IMMUNIZAtioN SEIVICE FEES......cciiiiiiiiiiiicicic e 19 20 20
Life Safety Code Inspection Fees.. 0 0 0
Miscellaneous LICENSUrE FEES.........ccccciiiiiiiiiiiiieccc e 141 139 139
Nursing Home Licenses 305 306 306
Pediatric Extended Care Licensing Fees 3 2 2
Profit Making Hospital Licenses 267 242 242
Organized Camps Program Fees 4 4 4
Registration Fees — Hearing Aid ACL...........cccciviiiiieiiiie e 109 106 106
Registration Fees — Drugs Devices and Cosmetics Act 451 465 480
Vital Statistics Fees 5,344 5,367 5,367
Wholesale Prescription Drug Distribution LICENSES..........cocvuveiiiieiiiieeiieeciieen 81 87 94
MISCELLANEOUS REVENUE
Interest Transferred to Share Loan Program............cccccoevioiiieiniecicnc i 1 -2 -2
MISCEIIANEOUS. .......oiuiiiiiiiiiciie s 65 64 64
RIGNE 10 KNOW......iiiiiiiii e e 1 1 1
Refunds of Expenditures Not Credited to Appropriations............ccccovceeeriieeeninnes -1 0 0
SUBTOTAL ...oveeeeetee ettt ettt es s s s s s s s ees et aetetesena 6,929 6,960 6,982
Historical and Museum Commission
MISCELLANEOUS REVENUE
Refunds of Expenditures Not Credited to Appropriations............c.cccoceevvevceennnne 6
SUBTOTAL. ettt ettt e e e e s st e e e e e e snnbeeeeeeas 6

* Less than $500.
|
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General Fund Revenue Detall

(Dollar Amounts in Thousands)

2009-10 2010-11 2011-12
Actual Estimated Budget
Insurance Department
LICENSES AND FEES
Agents' Licenses 28,051 $ 27,500 $ 27,500
Brokers' Licenses 8,241 8,900 8,900
Division of Companies Certification — Certificates and Filing Fees................... 2,135 2,000 2,000
Examination Fees and EXPENSES. .......c.ccuiiiiiiiiiiiiiie et 2,523 2,600 2,600
Market Conduct Examination Fees 985 1,000 1,000
Miscellaneous Fees.... 637 550 550
Miscellaneous Licenses 0 0 0
New Applicants 0 0 0
Physical Damage Appraiser License 0 0 0
Renewals 0 0 0
Valuation of Policies Fees.... 3,871 3,750 3,750
MISCELLANEOUS REVENUE
Contra to Revenue Code 001780-009696-102..........cccceereerivenreniennenreereenieens $ 308 0o 3 0
Miscellaneous $ 8 5 $ 5
Refunds of Expenditures Not Credited to Appropriations. 1 2 2
SUBTOTAL $ 46,449 $ 46,307 $ 46,307
Department of Labor and Industry
LICENSES AND FEES
ACCESSIDINILY ...ttt $ 5 % 5 $ 55
Approval of Building Plan Fees............cccoiviiiiiiiiiiiieeecee e 532 532 500
Approval of Elevator Plan Fees.. 480 480 475
Bedding And Upholstery Fees 671 671 650
Boiler Inspection Fees... 4,341 4,341 4,200
Boiler Plan Fees 51 51 50
Elevator INSPECtiON FEES........ocuiiiiiiiiiie ettt 585 585 580
Employment AGENCY LICENSES. .....oiiviiriiireerieerie st 22 22 22
Employment Agents' Registration Fees 2 2 3
Flammable Liquids Storage Fees . 36 36 35
Lo (V1S3 (g F= Yl =T T= 1o RPN 65 65 65
Liquefied Petroleum Gas Plan Fees 10 10 9
Liquefied Petroleum Gas Registration Fees 235 212 200
Stuffed Toys Manufacturers' Registration FEES...........ccovieieiiiieiiiii i 69 69 67
UCC CrtifiCAtIONS. ....eiiiiiieiiiie ittt ettt e e e enee e anaee e 87 87 80
MISCELLANEOUS REVENUE
MISCEIIANEOUS. ...ttt e $ 28 % 28 % 28
Refunds of Expenditures Not Credited to Appropriations............ccccevcveeeriieeennnnes 64 63 63
SUBTOTAL. .ttt ettt ettt ettt en et s s e en e s $ 7275  $ 7,309 $ 7,082
Department of Military and Veterans Affairs
MISCELLANEOUS REVENUE
MiISCEIIANEOUS. ......cuetieeiiete ettt ettt sttt ettt nan $ 2 3 0o $ 0
Refunds of Expenditures Not Credited to Appropriations............ccccceevevvvverenne $ 1 $ 1% 1
RIGNT TO KNOW.....ciiiiie ittt et 0 * *
SUBTOTAL. ..ttt e e e e e s nber e e e $ 3 $ 1 $ 1
Board of Probation and Parole
MISCELLANEOUS REVENUE
Miscellaneous $ * $ 0 3 0
Refunds of Expenditures Not Credited to Appropriations. * % 0 $ 0
SUBTOTAL $ 0 $ $

* Less than $500.
|
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General Fund Revenue Detall

Department of Public Welfare
LICENSES AND FEES
Private Mental Hospital LICENSES.......ccoouiiiiiiiiiiiie e

MISCELLANEOUS REVENUE
Miscellaneous
Refunds of Expenditures Not Credited to Appropriations

SUBTOTAL ..ottt

Department of Revenue

LICENSES AND FEES
Certification And COPY FEES.......cciiiiiiiciic e
Cigarette Permit FEES.......coiiiiiiiii et
Domestic Violence and Rape Crisis Program Fee...........cccoceevivveiiiniiiiieeienne
AUthO FEeS/ ACt 2010.......ciiiiiiiiiiiiit ittt

MISCELLANEOUS REVENUE

Exempt Collections Per Act 1992-67...
District Justice Costs
Miscellaneous
Distribution Due Absentee
Donations
Conscience Money........

Table License Fees Man S
RIGNT L0 KNOW.....eii et
Refunds of Expenditures Not Credited to Appropriations..............ccccccevvvveeennne

SUBTOTAL ..ottt

Securities Commission

LICENSES AND FEES
Associated Persons — INitial............cocoiiiiiiiiiiiiciic e
Associated Persons — RENEWAL...........cccoriiiiiiiiiiiiieeee s
Associated Persons — Transfer
Brokers, Dealers Registration Fees — Initial.............cccoocveviiniiniiinienccnecnees
Brokers, Dealers Registration Fees — Renewal............cccceeviiiiiiciiiie e
Costs — Examination, Auditing, Investigation, Prosecution —
EXCEPL TAKEOVET COSES.....utiiiiiiie ittt ettt
Investment Advisors' Filing Fees — Initial............cccccooviiiiiiiiiiiicccceeee
Investment Advisors' Filing Fees — Renewal.............ccoceiiiiiiii e
Investment Advisors' — Notice Filings Initial.............cccooviiiiniiiiicieeee
Investment Advisors' — Notice Filings Renewal............ccccococeiiiieiiiiiiiiee i
Mutual Funds — Increase in Amount of Filing...........cccocoviiiiiiiiiiiiceiee
Mutual Funds — Initial FiliNg.........cooiiiiiiiii e
Mutual Funds — Renewal FiliNg..........ccccooiiiiiiiiiiiie e
506 RD FIlINGS. .. eeeiiiieiieie ettt

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

2009-10 2010-11 2011-12
Actual Estimated Budget
$ 46 46 46
$ 125 50 50
-2 2 3
$ 169 98 99
$ 30 30 30
436 400 400
1,578 1,400 1,300
165,000 15,000 0
$ 18,034 18,600 19,200
7,631 7,600 7,600
7,859 200 200
74 85 85
0 0 0
1 1 1
530 315 315
* 0 0
5 10 10
$ 201,178 43,641 29,141
$ 98 112 123
395 415 456
7 4 8
57 61 65
811 840 927
0 1 1
24 29 33
187 197 226
75 82 88
563 592 621
576 850 850
497 500 50
2,815 3,500 3,500
1,069 1,400 1,400
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General Fund Revenue Detall

Securities Commission (continued)

LICENSES AND FEES
Section 203 (D) — Initial Filing
Section 203 (1) (O) (1) — Initial Filing
Section 203(P) — Initial Filing
Section 203(S) — Initial Filing
Section 203(T) — Filing
Section 205 — Security Registration and Amendment Fees..
Section 206 — Increase in Amount of Filing
Section 206 — Qualification Filing — Initial
Securities Agents' Filing Fees — Initial
Securities Agents' Filing Fees — Renewal..............cccoooviiiiiiiiiinccicce e
Securities Agents' Filing Fees — Transfer..........oooo e
Takeover Disclosure Filing Fees + Sct IV RGMN...........ccooviiiiiiiiiieecce

MISCELLANEOUS REVENUE
MISCEIIANEOUS.......eeiieiiie ettt e et e e e tee e e reeeannaee e
510 =3 1 2 1Y PSR

Department of State

LICENSES AND FEES
Charities Bureau RegiStration FEES...........cciiuiiiiiiiiiiiieiiie e
Commission and Filing Fees — Bureau Of EleCtions...........c.cccevveeiienicnncnnne
Commission and Filing Fees — Corporation BUr€au..............cccoocuvveiieeeiineeennns
COMMISSION FEES.....tiitiiiiieiiieiteett ettt ettt
Notary Public Commission Fees

MISCELLANEOUS REVENUE
Prof.& Occupational Affairs Credit Card Transfers............ccccevvveneniieniieiieneens
Interest Transferred to HAVA Program.........cccocveeiiiieiiiee e
Refunds of Expenditures Not Credited to Appropriations.
Right To Know

SUBTOTAL. ..ottt

State Police

MISCELLANEOUS REVENUE
Act 64 - Contra Miscellaneous Revenue
MISCEIIANEOUS.......etiieiii ettt st e e beeeene
Reimbursement FOr LOSt PrOPeItY.........cevviiiieiiieniiesiesie et
Refunds of Expenditures Not Credited to Appropriations............cccceeveeeriveeenenen

SUBTOTAL ..ttt bbb

Department of Transportation

MISCELLANEOUS REVENUE
Interest on Securities — Railroad Rehabilitation & Improve
SUBTOTAL

Other

MISCELLANEOUS REVENUE
Payments in Lieu of Taxes — SWIF........ccoiiiiiiiiiiiie e
Gaming Control Board - MiSCEllAaNEOUS............c.cciiuiieiiiieiiiie e
State Ethics Commission - Refunds of Expend Not Credited to Approp ...........
State Tax Equalization Board - Right to Know
Supreme Court,
Transfers From Special FUNAS..........cooiiiiiiiiieie e

SUBTOTAL. ..ttt

Total Licenses, Fees and MiSCellan OUS..........uvuuuereiereiereiirireieierereresererenenenenan

Fines, Penalties and Interest on Taxes
Corporation Net Income Tax
Interest on Excise Taxes — Corporations (Department of Revenue)..
Penalties on Excise Taxes — COrporations............cccueeveeveeiueeneeenns

SUBTOTAL. ..ottt

* Less than $500.

(Dollar Amounts in Thousands)

2009-10 2010-11 2011-12
Actual Estimated Budget

7 8 8

O * *
3 5 5
0 7 7
28 50 50
0 1 1
101 160 160
3,003 3,152 3,310
12,279 12,880 13,266
285 500 500
0 6 6
* 0 0
$ 22,880 $ 25,352 25,661
$ 2,08 % 2,000 2,000
834 84 86
22,601 23,226 23,691
1 577 584
883 983 1,027
-1,146 0 0
-141 0 0
2 0 0
1 1 1
$ 25,121  $ 26,871 27,389
$ 3008 0 0
277 350 350
19 1 1
63 300 300
$ 356 $ 651 651
$ 1 $ 0 0
$ 1 $ 0 0
$ 4,130 $ 3,000 3,000
0 100 100
2 2 2
* 1 1
65 63 63
2,136,041 568,000 237,236
$ 2,140,238  $ 571,166 240,402
$ 2,606,690 $ 910,252 539,886
$ 11,313 $ 8,000 8,000
12,065 8,500 8,500
639 500 500
$ 24,017 $ 17,000 17,000
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General Fund Revenue Detall

(Dollar Amounts in Thousands)

2009-10 2010-11 2011-12
Actual Estimated Budget
Other Fines and Penalties
Department of Agriculture
Amusement Rides and Attractions — Fines $ 1 3 1 3 1
General Food Fines 4 2 3
Harness Racing Fines and Penalties 135 145 148
Horse Racing Fines and Penalties 162 156 158

Miscellaneous Fines * 3 3
Civil Penalties - Food Establishments... 3 2 4
Seasonal Farm Laborers Fines & Penalties............ccccoeveiiiiieeiieiiiee e 1 1 1
Weights & Mearsures DiViSion - FINES..........cccceiiiaiiiieiiee e 0 7 1
Department of Conservation and Natural Resources
MiISCEIIANEOUS FINES. ... .eiiiiiiie it 9 2 2
Ethics Commission
ViOlatioNS-ACt 1O78-170.....cccueieiieieiieee ettt stee et e e et e e nneee e 81 75 75
Gaming Control Board
Miscellaneous Fines and Penalties 751 400 400
Department of Health
Non-Compliance Fines And Penalties...........ccccoviiriiiiiiiiie i 0 30 30
Department of Insurance
MiISCEIIANEOUS FINES.......oooeieieeeeeeeeeeeeeeeeee ettt aaaaananes 934 1,000 1,000
Department of Labor and Industry
Minor Labor Law Fines * 1 1
Miscellaneous Fines 62 65 65
Public Utility Commission
Violation Of Order FINES......ccuuviiiee et te e rae e nnae e e 373 250 250
Department of Revenue
Malt Liquor Fines and Penalties..............cceoiiiiiiiiiiieieceeceeee e 10 8 8
SUBTOTAL. ..ottt s s aes s st ans s seneenen $ 2526 $ 2,148 $ 2,150
Total Fines, Penalties and INtereSt.......c.ucviereirerrineerese e $ 26,543  $ 19,148 $ 19,150
TOTAL NONTAX REVENUES..........oi e, $ 2,738,233 $ 1,034,400 $ 977,658
TOTAL GENERAL FUND REVENUES..........cciiiiiiiiieeee e $ 27,648,162 $ 26,790,100 $ 27,945,058

* Less than $500.
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General Fund Revenue Summary

Revenue History

This table shows six years of actual General Fund revenues available for general appropriation.
This data does not include special restricted receipts, receipts augmenting appropriations or federal
funds.

(Dollar Amounts in Thousands)

2004-05 2005-06 2006-07 2007-08 2008-09 2009-10
Actual Actual Actual Actual Actual Actual
TAX REVENUE
Corporation Taxes
Corporate Net Income Tax............... $ 1,921,406 $ 2,301,968 $ 2,492,482 $ 2,417,657 $ 1,979,889 $ 1,790,963
Capital Stock and Franchise Taxes.. 1,025,904 1,080,874 999,954 1,019,942 787,704 761,188
Selective Business:
Gross Receipts TaX.......ocoveeeuveenn. 1,125,913 1,150,987 1,293,311 1,348,878 1,376,796 1,286,669
Public Utility Realty Tax.... 41,178 40,209 47,518 44,689 41,867 39,549
Insurance Premiums Tax............... 410,700 390,371 412,490 418,229 431,535 459,528
Financial Institutions Tax................ 208,924 204,657 213,645 191,839 198,505 222,802
Other Selective Business Taxes.... 17,695 21,039 16,893 16,435 17,994 18,508
Total — Corporation Taxes................ $ 4,751,720 $ 5,190,105 $ 5,476,294 $ 5,457,670 $ 4,834,291 $ 4,579,207
Consumption Taxes
Sales and Use TaX.....cccceveeeeeeicinnnnns $ 7,999,952 $ 8,334,249 $ 8,590,769 $ 8,496,554 $ 8,135,508 $ 8,029,170
Cigarette TaX....coocevevveeeveveeesineeeenns 784,371 792,124 778,582 784,055 754,159 976,056
Malt Beverage TaX.......ccceeveveeerunnen. 24,904 26,158 25,171 26,289 25,970 26,587
(Lo [0To] gl Ir- VRIS 212,501 223,036 239,494 251,138 266,540 271,015
Total — Consumption Taxes.............. $ 9,021,728 $ 9,375,567 $ 9,634,016 $ 9,558,036 $ 9,182,177 $ 9,302,828
Other Taxes
Personal Income TaX.......ccccovvveeennes $ 8,746,793 $ 9,524,139 $10,261,619 $10,907,741 $10,198,646 $ 9,968,733
Realty Transfer TaX.......cccceevcveeennnns 472,539 552,450 570,994 429,540 294,464 296,033
Inheritance TaX.......cccvevveveeercinenenns 716,148 745,245 756,553 828,628 772,165 753,778
Minor and Repealed Taxes.............. 3,593 -17,366 -15,461 111,569 12,819 9,349
Total — Other Taxes.....ccccceeeeevvcvvnnns $ 9,939,073 $10,804,468 $11,573,705 $12,277,478 $11,278,094 $11,027,893
TOTAL TAX REVENUE.............. $ 23,712,521 $25,370,140 $26,684,015 $27,293,184 $25,294,563 $ 24,909,929
NONTAX REVENUE
State Stores Fund Transfer.............. $ 54900 $ 80,000 $ 150,000 $ 80,000 $ 125,000 $ 105,000
Licenses, Fees and Miscellaneous:
Licenses and Fees.......ccccccceeeunnnne 121,131 115,836 119,587 122,422 120,715 284,002
Miscellaneous...........cccceeeveveeeennen. 387,994 252,798 454,037 383,904 -30,556 2,322,688
Fines, Penalties and Interest:
ON TAXES..uvvveeirveeeeiiereesieee e 24,067 32,584 38,287 36,753 17,242 24,018
(01 =] SRR 7,927 2,938 3,410 11,799 2,839 2,525
TOTAL NONTAX REVENUES........... $ 596,019 $ 484,156 $ 765,321 % 634,878 $ 2352240 $ 2,738,233
GENERAL FUND TOTAL............ $ 24,308,540 $ 25,854,296 $27,449,336 $27,928,062 $25529,803 $27,648,162

Totals may not add due to rounding.
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MoTOR LICENSE FUND

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

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

Financial Statement *

(Dollar Amounts in Thousands)

2009-10 2010-11
Actual Available
Beginning BalancCe.............ccveviveeiiieciec e $ 57,684 $ 165,145
Revenue:
REVENUE RECEIPLS......oivviiieieciie et $ 2,641,066 $ 2,323,640
Adjustment to Official Estimate...........ccccceevvvveeivieeernnen. 0 186,390
Prior Year LapSes. .....cueeeiiuiieiiiiiee et 94,068 18,000
Funds Available .........ccccoviiiiii e $ 2,792,818 $ 2,693,175
Expenditures:
PY o] o] o] o] = 110 =TSRSS $ 2,627,673 $ 2,425,468
Less Current Year LapSes......c.uvveervereeiiieeeiiieeeeaiieeeeaees 0 -10,000
Estimated Expenditures............cccocverieiniieniecnieesece $ -2,627,673 $ -2,415,468
Ending BalanCe........c.cccovveiuiiiiiieiie e $ 165,145 $ 277,707

* Excludes restricted revenue.

NOTES ON FINANCIAL STATEMENT

(Dollar Amounts in Thousands)

PROPOSED REVENUE MODIFICATIONS

Non-Tax Revenue
VENICIE COUE FINES ..ottt e ket e et e e e s kbe e e s s be e e e e be e e e e aneeesanbeaeeannns
This budget proposes that the Motor License Fund retain 100% of vehicle
fine revenue generated in municipalities where the State Police serves as
the primary police force.

TOTAL PROPOSED MOTOR LICENSE FUND CHANGES IN FISCAL YEAR 2011-12...................

2011-12

Estimated

$ 277,707

$ 2,410,850
0

0

S 2688557

S 2580302

0

3 108165

2011-12

Estimated

$ 6,750

$ 6,750
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Motor License Fund

Summary by Department

Executive Offices

General Government

Office of the Budget — Comptroller Operations....................
Statewide Public Safety Radio System............ccccceeeeniiinnnnen.
Commonwealth Technology Services...........cccovevrnieeennnenn.

DEPARTMENT TOTAL....ccoiiiiiiiiiiiiie e

Treasury Department
General Government
Administration of Refunding Liquid Fuel TaX...........ccccceveeeen.
Refunding Liquid Fuel Tax — Agricultural (EA)........cccccce..e.
Refunding Liquid Fuel Tax — State Share (EA)..........c........
Refunding Liquid Fuel Tax — Political Subdivisions (EA)......
Refunding Liquid Fuel Tax — Volunteer Services (EA).........
Refunding Liquid Fuel Tax

— Snowmobiles and ATV'S (EA)......ccoovviiiniieiiiiiieiiieees
Refunding Liquid Fuel Tax — Boat Fund (EA)...
Replacement Checks (EA).........cooiiiiiiiieiiiiiciececc e

SUDBLOtAL. ...

Debt Service Requirements

Capital Debt — Transportation Projects............cccvveeeeeinninnes
General Obligation Debt Service
Loan and Transfer AQent..........cooouuiiiieeniiiiiiieeee e

SUDBLOtAL......ooiiiiiiiiieee s

TOTAL STATE FUNDS ......coiiiiiiiicncice s

ReStricted REVENUE..........coveeiiiiiiiiee e ecieiee e e e
DEPARTMENT TOTAL. ..ot

Department of Agriculture
Weights and MEaSUIES...........uuveiieeiiiiiiiiee et

DEPARTMENT TOTAL....ccooiiiiiiiiiciie s

Department of Conservation and Natural Resources
Dirt and Gravel ROads...........ccoeviveiiiiiieniecee e

TOTAL STATE FUNDS.......ccooiiiiiiiiicciecceece s

Restricted REVENUE.........uuvvviiiiiiiiiiiiiiiiiiiiiiaee

DEPARTMENT TOTAL....ccoiiiiiiiiiiciie it

Department of Education
Grants and Subsidies
Safe DrVING COUISE.......uuuiieieeeiiiiiiiie e eeiiiiee e e e e svaeeeaeeeanees

DEPARTMENT TOTAL.....ooiiiiiiiiiiiiiiiiiee i

Department of Environmental Protection
Dirt and Gravel ROads............cccveviiiiiiiieniicee e

DEPARTMENT TOTAL.....ooiiiiiiiiiiiiiiiiieee i
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2009-10
Actual

5,827
14,757
2,246

22,830

490
3,800
1,000
3,000

400

1,000
2,300
100

12,090

11,634
13,052
50

24,736

36,826

24,635

61,461

4,689

4,689

1,000
1,000

7,000

8,000

C2.3

(Dollar Amounts in Thousands)

2010-11 2011-12
Estimate Budget
$ 0 $ 0
16,224 14,878
2,553 2,555
$ 18,777 $ 17,433
$ 547 $ 557
3,800 3,800
1,500 1,000
2,500 3,000
400 400
1,000 1,000
2,300 2,300
100 100
$ 12,147 $ 12,157
$ 11,379 $ 10,510
13,569 14,800
50 50
$ 24,998 $ 25,360
$ 37,145 $ 37,517
42,574 $ 47,685
$ 79,719 $ 85,202
$ 3,975 $ 4,328
$ 3,975 $ 4,328
$ 1,000 $ 1,000
$ 1,000 $ 1,000
$ 7,000 $ 3,000
$ 8,000 $ 4,000
$ 1,103 $ 1,103
1,103 $ 1,103
$ 4,000 $ 4,000
$ 4,000 $ 4,000
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Motor License Fund

Summary by Department (continued)

Department of General Services

Tort Claims PaymentsS...........eeeiiiiiiiiiiiiieeeeeniiiiee e
Harristown Rental Charges (EA).......cccovvvvviieeeeiiiiiiiieee e
Harristown Utility and Municipal Charges (EA)............cccuue....

DEPARTMENT TOTAL.....ooiiiiiiiiiiiiieieee e

Department of Revenue

General Government

Collections — Liquid FUEIS TaX.......ccuvveieeeiiiiiiiieee e
Refunding Liquid FUEIS TaX......ccuvveeeieiiiiiieie e eiiiieee e e

TOTAL STATE FUNDS........ooiiiiiiii e

Federal FUNAS..........cooooiiiiiie
DEPARTMENT TOTAL....utiiiiieiiiiiiieeeee e

State Police

General Government

General Government Operations..............eeeeeeeiiireeeeeeenniiinnes
Law Enforcement Information Technology............ccccvveeeenne.
Municipal Police Training...........ccueieeeriiiiiiieee e
Patrol VENICIES. ......cooviiiiiiieiieeee e
Automated Fingerprint Identification System .............ccueeee..
Commercial Vehicle INSPection...........ccccevvvcvivveeeiiiciiieee e

TOTAL STATE FUNDS........ooiiiiiiiiiii s

AUGMENTALIONS...ceeiiiiiiiiiie et
ReStricted REVENUE. ........ccveeeiiiiiiieee e eciieee e e e

DEPARTMENT TOTAL.....ooiiiiiiiiiiiiicciiie i

Department of Transportation

General Government

General Government Operations..........cccccveevevcvveeeeeesssinennnn
WeElCOME CENLEIS.......uuiiiieeeiiiiiiee ettt
Highway and Safety Improvements...........cccccceeeviviiieeeeeniennns
Expanded Highway and Bridge Program.............ccceveeeeennnns
Highway Capital Projects (EA).......cccccovveiiiieeniieieniice e
Highway MaintenanCe............ccuueieieiiiiiiiiiiee e
Secondary Roads — Maintenance & Resurfacing (EA).........
Reinvestment — Facilities.............coiiiiiiiiiceeees
Safety Administration and Licensing...........cccccoovvevencieeeninnnn.
Refunding Collected Monies (EA).........ccooviiiiieeieiiiiiiieeeenn.

SUBLOtAL......oeiiiiiiiie s
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2009-10
Actual

$ 14,197

10,000
$ 24,197

$ 342

$ 24,539

$ 472,406
19,512
1,018
11,000

91

8,053

3 512080

$ 1,046
0

$ 513126

$ 47,738
2,528
92,225
465,000
201,000
754,159
63,143
12,000
112,747
1,500

$ 1,752,040

c2.4

(Dollar Amounts in Thousands)

2010-11 2011-12
Estimate Budget
$ 12,500 $ 12,500
89 92

190 193

$ 12,779 $ 12,785
$ 15,218 $ 15,218
11,000 11,000

$ 26,218 $ 26,218
$ 130 $ 250
$ 26,348 $ 26,468
$ 493,312 $ 524,619
19,821 19,503
1,103 1,081
11,000 11,000

92 87

8,127 8,770

$ 533,455 $ 565,060
$ 552 $ 0
2,000 2,000

$ 536,007 $ 567,060
$ 51,860 $ 52,456
3,064 3,158
102,885 110,000
165,000 165,000
205,000 215,000
799,147 890,000
61,040 63,797
12,000 16,000
124,420 125,109
2,500 2,500

$ 1,526,916 $ 1,643,020

GovERNOR’s ExecuTiveE Bubcet 2011-2012



Motor License Fund

Summary by Department (continued)

(Dollar Amounts in Thousands)

2009-10 2010-11 2011-12
Actual Estimate Budget

Grants and Subsidies
Local Road Maintenance and Construction Payments.......... $ 188,382 $ 192,100 $ 199,928
Municipal Roads and Bridges............ccccevvveeennnee. 30,000 30,000 30,000
Maintenance and Construction of County Bridges 5,000 5,000 5,000
Supplemental Local Road Maintenance and

Construction Payments..........coooiiiieieieeiriiiiieee e 5,000 5,000 5,000
Payment to Turnpike Commission (EA).......cccccevvevvveereeennnns 28,000 28,000 28,000

SUDLOtAL ... $ 256,382 $ 260,100 $ 267,928
SUBTOTAL STATE FUNDS.......cociiiiiiieiiieecee e $ 2,008,422 $ 1,787,016 $ 1,910,948
Federal FUNS.........oooiiiiii e $ 1,632,477 $ 1,961,616 $ 1,616,063
Augmentations......... 299,830 268,084 268,584
Restricted Revenue 858,149 829,214 857,654

DEPARTMENT TOTAL...ccoviiiiiiieireenee e $ 4,798,878 $ 4,845,930 $ 4,653,249
Fund Summary
State Funds — Transportation...........c..ccceeeeveeeiieeeseiiee e $ 2,008,422 $ 1,787,016 $ 1,910,948
State Funds — Other Departments 619,251 638,452 669,444
TOTAL STATE FUNDS. ... $ 2,627,673 $ 2,425,468 $ 2,580,392
Motor License Fund Total—All Funds
StAtE FUNGS. ...eiiiiiiiiieiiee e $ 2,627,673 $ 2,425,468 $ 2,580,392
Federal FUNGOS..........ccooiiiii e 1,632,819 1,961,746 1,616,313
AUGMENTALIONS...ceiiiiiiiiiiee ettt 300,876 268,636 268,584
Restricted REVENUE.........ccoooviviieiiee e 889,784 880,788 910,339

FUND TOTAL. ..ottt $ 5,451,152 $ 5,536,638 $ 5,375,628
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Motor License Fund

REVENUE SUMMARY

(Dollar Amounts in Thousands)

Five Year Revenue Projections

2009-10 2010-11 2011-12 2012-13 2013-14 2014-15 2015-16
Actual Estimated Budget Estimated Estimated Estimated Estimated
Liquid Fuels Taxes.........ccccoevvennen. $ 1,183,922 $ 1,226,330 $ 1,232,470 $ 1,239,830 $ 1,248,410 $ 1,258,270 $ 1,269,420
Motor Licenses and Fees.............. 857,666 875,670 894,310 917,910 927,530 929,560 933,040
Other Motor License
Fund Revenues..........c.cccccvevenen. 599,478 408,030 284,070 287,810 292,080 296,940 302,470
TOTAL MOTOR LICENSE
FUND REVENUES............... $ 2,641,066 $ 2,510,030 $ 2,410,850 $ 2,445550 $ 2,468,020 $ 2,484,770 $ 2,504,930
Aviation Restricted
REVENUES......ovieieeeiiee e $ 8,038 $ 7,330 $ 7,670 $ 8,300 $ 8,340 $ 8,390 $ 8,450
Highway Bridge Improvement
Restricted Revenues................... $ 98,255 $ 102,250 $ 102,480 $ 102,780 $ 103,210 $ 103,740 $ 104,360
State Highway Transfer
Restricted Revenues................... $ 23,570 $ 23,980 $ 24,100 $ 24,250 $ 24,420 $ 24,610 $ 24,840
Oil Company Franchise Tax
Restricted Revenues................... $ 432131 $ 439,720 $ 441920 $ 444570 $ 447,680 $ 451,260 $ 455,320
Supplemental Maintenance
Restricted Revenues................... $ 302,492 $ 307,800 $ 309,340 $ 311,200 $ 313,380 $ 315880 $ 318,730

Adjustments to 2010-11 Revenue Estimate

On July 6, 2010, an official estimate for the 2010-11 fiscal year of $2,323,640 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.

2010-11 2010-11

Official Revised

Estimate Adjustments Estimate
Liquid Fuels Taxes............ ... $1,181,510 $ 44,820 $ 1,226,330
Motor Licenses and Fees 855,650 20,020 875,670
Other Motor License Fund Revenues 286,480 121,550 408,030

TOTAL. e $ 2,323,640 $ 186,390 $ 2,510,030
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Motor License Fund

Revenue Sources

Liquid Fuels Taxes

Actual Estimated
2004-05...... $ 1,159,874 2010-11...... $ 1,226,330
2005-06...... 1,226,094 2011-12...... 1,232,470
2006-07...... 1,255,361 2012-13...... 1,239,830
2007-08...... 1,236,469 2013-14...... 1,248,410
2008-09...... 1,163,233 2014-15...... 1,258,270
2009-10...... 1,183,922 2015-16...... 1,269,420

Tax Base and Rates:

Liguid 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 12 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 12 cents 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 55 mill addition to
the oil company franchise tax rate, imposed on fuels effective October 1, 1997. The 55 mill portion of the tax rate is
dedicated to the highway bridge restricted account. Credit against the tax is given for liquid fuels and fuels tax and oil
company franchise tax paid at the pump or directly remitted. Credit is also given for tax paid on motor fuels purchased
in Pennsylvania but consumed elsewhere.

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

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

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 the 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
2004-05...... $ 876,897 2010-11...... $ 875,670
2005-06...... 877,813 2011-12...... 894,310
2006-07...... 870,038 2012-13...... 917,910
2007-08...... 872,063 2013-14...... 927,530
2008-09...... 883,846 2014-15...... 929,560
2009-10...... 857,666 2015-16...... 933,040

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
2004-05...... $ 120,101 2010-11...... $ 408,030
2005-06...... 161,985 2011-12...... 284,070
2006-07...... 165,377 2012-13...... 287,810
2007-08...... 559,399 2013-14...... 292,080
2008-09...... 509,665 2014-15...... 296,940
2009-10...... 599,478 2015-16...... 302,470

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, 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.

In addition, the Motor License Fund receives payments from the Pennsylvania Turnpike Commission in accordance
with Act 44 of 2007.
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Motor License Fund

Revenue Detalil

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

(Dollar Amounts in Thousands)

2009-10 2010-11 2011-12
Actual Estimate Budget
LIQUID FUELS TAXES
Liquid Fuels Tax
Liquid FUEIS TaX....iiuieeieiei it $ 547,263 $ 578,940 $ 581,840
Liquid Fuels Tax INterest...........coovveiiriiieiniiieinieee e 24 20 20
Liquid Fuels Tax Penalties. ...........oocuveveieiiiiiiiieieeeeiiieeen 1,597 1,690 1,700
SUBLOtAl.....eeiiiiieccciie e $ 548,884 $ 580,650 $ 583,560
Fuel Use Tax
FUEIUSE TaAX...uuuuuuiiiiiiiiiiiiiiiiiaaaeeaaaaenenenennnnnenens $ 145,333 $ 149,370 $ 150,110
Fuel Use TaX INterest........ccoveiiiiiiiiieeeiiieeeee e 0 0 0
Fuel Use Tax Penalties..........ccueeeeiiiiiiiiieiiieieee e 0 0 0
SUBLOtAL. ....ceeiiiiieeie e $ 145,333 $ 149,370 $ 150,110
Alternative Fuel Tax
Alternative Fuel Tax $ 896 $ 920 $ 940
Alternative Fuel Tax Penalties and Interest................c....... -323 -330 -340
SUbtOtal.......ceeiiiiiiiiie s $ 573 $ 590 $ 600

Motor Carriers Road Tax — International Fuel Tax Agreement
Motor Carriers Road/IFTA — Fuels TaX.........cccovvvvvieernnnns $ 40,250 $ 39,140 $ 39,340
Motor Carriers Road/IFTA — Registration Fees, ...............

Special Permit Fees and Fines. 896 870 870
SUDLOtAl. ... $ 41,146 $ 40,010 $ 40,210
Oil Company Franchise TaX......cccccceeeriiieaiiieeiiiie e $ 447,986 $ 455,710 $ 457,990
TOTAL LIQUID FUELS TAXES.......otviiiiiieieeeiiieieieeenennnnnens $ 1,183,922 $ 1,226,330 $ 1,232,470
MOTOR LICENSES AND FEES
Operators’ LICENSES........ccouiiiiiiiiiiiiiee e $ 60,526 $ 60,820 $ 62,580
Other Fees Collected by Bureau of Motor Vehicles 30,054 30,210 29,330
Registration Fees Received from Other States/IRP............ 80,466 80,420 80,970
Special Hauling Permit Fees..........occoviviiiiiiiiiieeeiies 18,445 20,630 21,150
Vehicle Registration and Tithing........ccccocccvvvveeeiiiciiineeeeens 668,175 683,590 700,280
TOTAL MOTOR LICENSES AND FEES.........ccccvvvvviviiinnn $ 857,666 $ 875,670 $ 894,310
OTHER MOTOR LICENSE FUND REVENUES
GroSS RECEIPES TAX..uiiiiuiiiiiiiieeiiiie ettt $ -15 $ 0 $ 0
Fines and Penalties
Department of Revenue
Vehicle Code FINES..........ooiiiiiiiiiiiciicecec e $ 24,314 $ 24,350 $ 31,100
Department of Transportation
Vehicle Code FINES..........ooiiiiiiiiiiiiiic e 5,545 5,550 5,550
SUBLOLAL......eeieic $ 29,859 $ 29,900 $ 36,650
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Motor License Fund

Revenue Detail (continued)

(Dollar Amounts in Thousands)

2009-10 2010-11 2011-12
Actual Estimate Budget
Miscellaneous Revenues
Treasury Department
Interest on Deposits - Cash Advancement Accounts $ 0 $ 0 $ 0
Interest Income Reinvested - Long Term 183 690 110
INtErest ON SECUNMLIES. .....coeiiiiiiieiee e 40,949 154,270 23,890
Interest on Securities - Liquid Fuels Tax Fund..................... 32 120 20
Redeposit of ChecCks. ... -27 -100 -20
SUDLOtAL ...eeeiiiiec e $ 41,137 $ 154,980 $ 24,000
Department of General Services
Rent of State Property.......cooceeeoiiieeiiieeeiiie e $ 0 $ 0 $ 0
Sale of Unserviceable Property 903 1,130 1,140
SUBLOtAL ... $ 903 $ 1,130 $ 1,140
Department of Transportation
Fees for Reclaiming Abandoned Vehicles..........c.ccccccoounne. $ 38 $ 40 $ 40
Highway Bridge INCOME.........occuiiiiiiiiiiiiiiieeeeeiiieee e 150 150 150
Highway Encroachment Permits 1,208 1,190 1,200
Interest Earned - Restricted Revenue -496 ° -490 ° -490 ®
Loan Repayments - INterest.........ccvveveeiririieieeeiniiieeeeeee 5,164 0 0
Miscellaneous REeVENUES............ccoooiiiiiiiiiieeniiiiiee e 102 100 100
Recovered Damages..........uvvieeeeeiirviieieeesiiiineeeeesessnnnneeens 178 180 180
Refunds of Expenditures Not Credited to
Appropriations or AlloCations.............ccveerireeinieeiniieeenins 3 0 0
Sale of Inspection Stickers. . 21,041 20,800 21,010
Sale of Maps and PIans.........cccccoeviiviieeee e 94 90 920
SUDLOtAL ... $ 27,482 $ 22,060 $ 22,280
Department of Revenue
MiISCEIIANEOUS.......coiiiiiiieiiiie ettt $ 112 $ 0 $ 0
Refunds of Expenditures Not Credited to
Appropriations or Allocations.... 0 -40 0
SUBLOLAL ....eeiiiiie i $ 112 $ -40 $ 0
Pennsylvania Turnpike
Annual Payments.........cooviiiiiiieiieceiee e $ 500,000 $ 200,000 $ 200,000
TOTAL OTHER MOTOR LICENSE FUND REVENUES........ $ 599,478 $ 408,030 $ 284,070

TOTAL MOTOR LICENSE FUND REVENUES..................... $ 2,641,066 $ 2,510,030 $ 2,410,850

& Amounts transferred to restricted revenue account.
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Motor License Fund

Restricted Revenues Not Included in Department Total

Aviation Revenues

Actual Estimated
2004-05...... $ 11,158 2010-11...... $ 7,330
2005-06...... 10,574 2011-12...... 7,670
2006-07...... 11,748 2012-13...... 8,300
2007-08...... 9,694 2013-14...... 8,340
2008-09...... 7,944 2014-15...... 8,390
2009-10...... 8,038 2015-16...... 8,450

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, 2011, is 5.5 cents per gallon on aviation gasoline and 1.7 cents per gallon on jet fuel. Aviation restricted
revenues are not included in Motor License Fund revenue totals.

2009-10 2010-11 2011-12
Actual Estimate Budget
AVIATION REVENUES
Aviation Liquid FUEIS TaX.......ccuieiiiiriiiiieiiiiee e $ 7,542 $ 6,960 $ 7,410
INEIESt......ooiiiiiiiiii 496 370 260
TOTAL AVIATION REVENUES.........cccooiiiiiniienrccreeie $ 8,038 $ 7,330 $ 7,670

Highway Bridge Improvement Revenues

Actual Estimated
2004-05...... $ 96,956 2010-11...... $ 102,250
2005-06...... 115,339 2011-12...... 102,480
2006-07...... 118,025 2012-13...... 102,780
2007-08...... 109,171 2013-14...... 103,210
2008-09...... 103,723 2014-15...... 103,740
2009-10...... 98,255 2015-16...... 104,360

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.

2009-10 2010-11 2011-12
Actual Estimate Budget
HIGHWAY BRIDGE IMPROVEMENT REVENUES
Registration Fee Portion-PA-Based Motor Vehicles.......... $ 11,550 $ 11,680 $ 11,450
Temporary Permit FEES.........cooiiiiiiiiieiiiiiiieeee e 325 410 420
Oil Company Fanchise TaX.......cccoueeveeriiiiiieiee e 86,380 90,160 90,610

TOTAL HIGHWAY BRIDGE REVENUES...............ccocuee. $ 98,255 $ 102,250 $ 102,480
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Motor License Fund

Restricted Revenues Not Included in Department Total (continued)

State Highway Transfer Revenues

Actual Estimated
2004-05...... $ 20,068 2010-11...... $ 23,980
2005-06...... 23,433 2011-12...... 24,100
2006-07...... 24,360 2012-13...... 24,250
2007-08...... 23,555 2013-14...... 24,420
2008-09...... 23,836 2014-15...... 24,610
2009-10...... 23,570 2015-16...... 24,840

State highway transfer restricted revenues are provided by three mills of the Oil Company Franchise Tax. Act 32
of 1983 established a local highway turnback program funded by a restricted revenue account within the Motor
License Fund.

Oil Company Franchise Tax Revenues

Actual Estimated
2004-05...... $ 367,952 2010-11...... $ 439,720
2005-06...... 429,607 2011-12...... 441,920
2006-07...... 446,540 2012-13...... 444,570
2007-08...... 431,835 2013-14...... 447,680
2008-009...... 437,007 2014-15...... 451,260
2009-10...... 432,131 2015-16...... 455,320

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
2004-05...... $ 257,541 2010-11...... $ 307,800
2005-06...... 300,728 2011-12...... 309,340
2006-07...... 312,580 2012-13...... 311,200
2007-08...... 302,285 2013-14...... 313,380
2008-00...... 305,905 2014-15...... 315,880
2009-10...... 302,492 2015-16...... 318,730

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

Funp

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.
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Banking Department Fund

Financial Statement

(Dollar Amounts in Thousands)

2009-10 2010-11 2011-12
Actual Available Estimated
Beginning BalanCe........cccoveeviieiieiieiiece e $ 9,842 $ 8,681 $ 10,631
Receipts:
ReVENUE EStIMALE. .......cciriiriiiiieiiiere e $ 16,373 $ 19,290 $ 17,839
Prior Year LapSes. .....cccuueiiiieiiieiiiie et 3,525 2,698 0
Total RECEIPLS. ...viiiieiieiieieeiie e $ 19,898 $ 21,988 $ 17,839
Funds Available........cccoiiiiiiiiiii $ 29,740 $ 30,669 $ 28,470
Expenditures:
APPIOPHALE. ...cveiieiieiieeie ettt $ 21,059 $ 20,838 $ 21,354
Less: Current Year Lapses 0 -800 0
Estimated EXPenditures. ..........cocveeiieeiieeeiiie e -21,059 -20,038 -21,354
Ending BalanCe........coceiiiiiiiiiiiiee e $ 8,681 $ 10,631 $ 7,116

Summary by Department

(Dollar Amounts in Thousands)

2009-10 2010-11 2011-12
Actual Estimate Budget
Treasury Department
General Government
Replacement Checks.........ccooiiieiiiiieieeeeeeee e $ 5 $ 5 $ 5
Banking Department
General Government
General Government Operations............ccocoueieereeiieseesieennes $ 21,054 $ 20,833 $ 21,349
FUND TOTAL. ..ttt $ 21,059 $ 20,838 $ 21,354
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Banking Department Fund

REVENUE SUMMARY

(Dollar Amounts in Thousands)

Five Year Revenue Projections

2009-10 2010-11 2011-12 2012-13 2013-14 2014-15 2015-16

Actual Estimated Budget Estimated Estimated Estimated Estimated
Licenses and Fees............. $ 15,831 $ 16,170 $ 16,134 $ 16,134 $ 16,134 $ 16,134 $ 16,134
Fines and Penalties............ 762 1,500 1,500 1,500 1,500 1,500 1,500
Miscellaneous..................... -220 1,620 205 205 205 205 205

TOTAL BANKING
DEPARTMENT FUND

REVENUES.................. $ 16,373 $ 19,290 $ 17,839 $ 17,839 $ 17,839 $ 17,839 $ 17,839

Revenue Sources

Licenses and Fees

Actual Estimated
2004-05...... $ 13,945 2010-11....... $ 16,170
2005-06...... 15,782 2011-12....... 16,134
2006-07...... 15,843 2012-13....... 16,134
2007-08...... 14,760 2013-14....... 16,134
2008-09...... 15,766 2014-15....... 16,134
2009-10...... 15,831 2015-16....... 16,134

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, mortgage companies, installment sellers, loan brokers, money transmitters,
pawnbrokers and sales finance companies.

Fines and Penalties

Actual Estimated
2004-05...... $ 282 2010-11....... $ 1,500
2005-06...... 907 2011-12....... 1,500
2006-07...... 495 2012-13....... 1,500
2007-08...... 659 2013-14....... 1,500
2008-09...... 474 2014-15....... 1,500
2009-10...... 762 2015-16....... 1,500

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
2004-05...... $ 1,348  2010-11....... $ 1,620
2005-06...... 2,263  2011-12....... 205
2006-07...... 2,271  2012-13...... 205
2007-08...... 1,648  2013-14....... 205
2008-09...... 285  2014-15....... 205
2009-10...... -220  2015-16....... 205

Miscellaneous revenues are earned interest.

Revenue Detail

The following is a detailed list of all revenues available for Banking Department Fund
appropriations and executive authorization.

(Dollar Amounts in Thousands)

2009-10 2010-11 2011-12
Actual Estimate Budget
Licenses and Fees
Bank — Application FEES .........cccoviiiiiiiiiiieeeeee e $ 75 $ 60 $ 61
Savings Associations — Examinations ..........ccccceceeevvieeeiienennns 33 101 16
Savings Associations — Overhead Assessments . 37 36 36
Non Depository EXaminations.............cccuveiviereinieeneesiee e 973 975 975
Credit Unions — Overhead ASSESSMENTS .........ccevvvververiieeninenn 836 840 855
Examinations — Credit Union ................... 652 650 660
Examinations — Trust Companies .................. 127 150 150
Overhead Assessments — Trust Companies . 73 73 75
Total Assessment Charges — Banks ..........ccocceveviieeiiiieeniieene 8,596 8,529 8,550
Licenses — Application FEES .......cccccvvvreiviieee e 4,412 4,752 4,752
MISCEIIANEOUS ...ttt 17 4 4
TOTAL ettt ettt sttt e e eesraeanaes $ 15,831 $ 16,170 $ 16,134
Fines and Penalties
Banking Law — Fines and Penalties ...........ccccooirvieiieniieneenne. $ 762 $ 1,500 $ 1,500
Miscellaneous Revenue
INtEreSt ON SECUNLIES......veiveeeieiiieeeie e se et sre e $ -220 $ 1,620 $ 205

TOTAL REVENUES..........oooiiiiiii e $ 16,373 $ 19,290 $ 17,839
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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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Boat Fund

Financial Statement

(Dollar Amounts in Thousands)

2009-10 2010-11 2011-12
Actual Available Estimated
Beginning BalanCe.......cccccvveieeevciee e eee e $ 16,973 $ 17,101 $ 19,762
Receipts:
Revenue EStMALe............coocivviieeiiiiiiiiieee et $ 12,361 $ 18,951 $ 13,572
Prior Year LapSesS.....ccccuieiiuiieiiieeeiiieeesiiieesieee e sieee e 4,730 3,791 0
Total RECEIPLS. ...eeiieeiieiii et cieeciee et $ 17,091 $ 22,742 $ 13,572
Funds Available.........ccooeiiiiiiiiii e $ 34,064 $ 39,843 $ 33,334
Expenditures:
APPIOPHALE. ... eieieeiieeiee it $ 16,963 $ 20,081 $ 16,565
Estimated EXpenditures...........ccccovcvevieiiieniciiiesieeeee -16,963 -20,081 -16,565
ENding BalanCe........ccoeeieiiiiieiiiecie e $ 17,101 $ 19,762 $ 16,769

Summary by Department

(Dollar Amounts in Thousands)

2009-10 2010-11 2011-12
Actual Estimate Budget
Treasury Department
General Government
Replacement Checks........cccuuvererierieniernseee e $ 5 $ 5 $ 5
Fish and Boat Commission
General Government
General OPerations............ccccveeieeiieecee e $ 12,641 $ 13,119 $ 13,042
TOTAL STATE FUNDS.....ciooiieiceeeeceee et $ 12,646 $ 13,124 $ 13,047
Federal FUNAS.........cooie it $ 4,267 $ 6,939 $ 3,500
Other FUNAS.......cooiiie e e e e 50 18 18
FUND TOTAL. ...ttt ettt eeeee e sneee e e e $ 16,963 $ 20,081 $ 16,565
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Boat Fund

REVENUE SUMMARY

(Dollar Amounts in Thousands)

Five Year Revenue Projections

2009-10 2010-11 2011-12 2012-13 2013-14 2014-15 2015-16
Actual Estimated Budget Estimated Estimated Estimated Estimated
Licenses and Fees............. $ 5990 $ 6,996 $ 6,996 $ 6,996 $ 6,996 $ 6,996 $ 6,996
Fines and Penalties............ 182 200 250 250 250 250 250
Miscellaneous..................... 1,872 4,798 2,808 2,808 2,808 2,808 2,808
TOTAL BOAT FUND
REVENUES.................. $ 8,044 $ 11,994 $ 10,054 $ 10,054 $ 10,054 $ 10,054 $ 10,054
Augmentations.................... $ 4,317 $ 6,957 $ 3,518 $ 3,518 $ 3,518 $ 3,518 $ 3,518
TOTAL BOAT FUND
RECEIPTS.....cccevveiene. $ 12,361 $ 18,951 $ 13,572 $ 13,572 $ 13,572 $ 13,572 $ 13,572

Revenue Sources

Licenses and Fees

Actual Estimated
2004-05...... $ 6,552 2010-11....... $ 6,996
2005-06...... 6,958 2011-12....... 6,996
2006-07...... 6,724 2012-13....... 6,996
2007-08...... 6,593 2013-14....... 6,996
2008-09...... 6,898 2014-15....... 6,996
2009-10...... 5,990 2015-16....... 6,996

The Boat Fund receives revenue from boat registration fees, which were increased with passage of Act 159
of 2004. For motorboats up to 16 feet in length, the annual registration fee is $26.00. For those between 16
and 20 feet, the fee is $39.00 per year. The annual fee for motorboats over 20 feet is $52.00. There is also a
voluntary registration fee of $9.00 per year for all boats not equipped with motors. Other fees, such as
duplicate registrations ($3.00 each) and commercial passenger boat registrations ($25.00 each), remain
unchanged.

Fines and Penalties

Actual Estimated
2004-05...... $ 221 2010-11....... $ 200
2005-06...... 270 2011-12....... 250
2006-07...... 213 2012-13....... 250
2007-08...... 241 2013-14....... 250
2008-09...... 236 2014-15....... 250
2009-10...... 182 2015-16....... 250

The Boat Fund receives fines and penalties for violations of the Motor Boat Law.

v COMMONWEALTH OF PENNSYLVANIA C4.3 GovERNOR’s ExecuTiveE Bubcet 2011-2012




Boat Fund

Revenue Sources (continued)

Miscellaneous Revenue

Actual Estimated
2004-05...... $ 3,123 2010-11....... $ 4,798
2005-06...... 3,650 2011-12....... 2,808
2006-07...... 3,824 2012-13....... 2,808
2007-08...... 2,896 2013-14....... 2,808
2008-09...... 1,990 2014-15....... 2,808
2009-10...... 1,872 2015-16....... 2,808

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 Detail

The following is a detailed list of all Boat Fund revenues available for appropriations and executive
authorizations.

(Dollar Amounts in Thousands)

2009-10 2010-11 2011-12
Actual Estimate Budget
Licenses and Fees
Motor Boat Registration FEES..........ccvvvvvrvriereiieerieseerienenns $ 5,292 $ 6,290 $ 6,290
Boat Mooring Permits — Walnut Creek Access.. 25 50 50
Boating Safety Curriculum Fees...........c.ccoeeueeee. 208 200 200
Boat Capacity Plate Fees.......... 4 6 6
Boat Tithng FEES.......oiiiiiiiiiie e 461 450 450
TOTAL ittt $ 5,990 $ 6,996 $ 6,996
Fines and Penalties
MOLOr BOAt FINES......cviieieiesieeiesie e $ 182 $ 200 $ 250
TOTAL ettt e $ 182 $ 200 $ 250
Miscellaneous Revenues
Transfer from Motor License and Liquid Fuels
TAX FUNGS. ..ot $ 1,587 $ 1,670 $ 1,670
MiISCEIIANEOUS........ooiiiiiiiiiiiii e 53 75 77
INtErest 0N SECUMLIES. .....ccouvieiiiiee et 182 2,992 1,000
Sale of Unserviceable Property.........cccceeeviieeiiiieiiiiecennns 0 10 10
Sales Tax Agent Fee PFC Share.........ccccoceviieeiiiieineeene 39 40 40
North East Marina..........occceeeviiieiniiie e 11 11 11
TOTAL ettt e $ 1,872 $ 4,798 $ 2,808
Augmentations
Sale of AUtOMODBIIES.........cceeiicieieceece e $ 10 $ 18 $ 18
U.S. Coast Guard Grant for Boating Safety 2,760 2,512 2,500
State Reimbursement for Services...........coccvvveeiiiirenieenn. 40 0 0
Boating Infrastructure Grant (BIG).........ccccovvevvieniiiiieeneenns 200 2,550 0
Sport Fish Restoration 1,267 1,877 1,000
Clean VesSSel ACL.......cccueii i 40 0 0
TOTAL ettt $ 4,317 $ 6,957 $ 3,518
TOTAL RECEIPTS.....oiiiiiiieie et $ 12,361 $ 18,951 $ 13,572
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premiums.

FarM PRODUCTS SHOW

Funp

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

@5‘ COMMONWEALTH OF PENNSYLVANIA

C5.1

GovERNOR’s ExecuTivE Bubcet 2011-2012



Farm Products Show Fund

Financial Statement

(Dollar Amounts in Thousands)

2009-10 2010-11 2011-12
Actual Available Estimated
Beginning BalanCe.........cccvccvveiiiecieecee e $ 80 $ 114 $ 182
Receipts:
Revenue EStiMate.........coocveeiiiieeiiieecciee e eieee e $ 5,849 $ 6,003 $ 6,250
Transfer from General Fund...........cccccovveeeiiiiee e 2,760 2,605 2,605
Prior Year LapSesS.....ccicuiiiiieiiiiiiesrieeessieesssieessssnesssnees s 333 464 0
Total RECEIPLS....eeiiiiie et $ 8,942 $ 9,072 $ 8,855
Funds Available $ 9,022 $ 9,186 $ 9,037
Expenditures:
APPIOPHALEd. .. .c.veiieiiieeiieiie e $ 8,908 $ 9,004 $ 8,946
Less Current Year Lapses... 0 0 0
Estimated EXpenditures...........cccoveeeiiiieiiiie i -8,908 -9,004 -8,946
ENding BalanCe.......cceeueierienieeeesie e sie e $ 114 $ 182 $ 91

Summary by Department

(Dollar Amounts in Thousands)

2009-10 2010-11 2011-12
Actual Estimate Budget
Treasury Department
General Government
Replacement CheckS..........cveieiirieneiiee e $ 5 $ 5 $ 5
Department of Agriculture
General Government
General Operations...........cccuecveeieeiie e $ 6,143 $ 6,394 $ 6,336
TOTAL STATE FUNDS......ciiiiiieei e $ 6,148 $ 6,399 $ 6,341
AUGMENTALIONS. ....oiiiiiii it $ 2,760 $ 2,605 $ 2,605
FUND TOTAL. ettt $ 8,908 $ 9,004 $ 8,946
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Farm Products Show Fund

REVENUE SUMMARY

(Dollar Amounts in Thousands)

Five Year Revenue Projections

2009-10 2010-11 2011-12 2012-13 2013-14 2014-15 2015-16
Actual Estimated Budget Estimated Estimated Estimated Estimated
Licenses and Fees............. $ 350 $ 381 3 381 % 385 $ 385 $ 385 $ 385
Miscellaneous...........ccccve.. 5,499 5,622 5,869 5,910 5,945 5,945 5,945
TOTAL FARM
PRODUCTS SHOW
FUND REVENUES....... $ 5849 $ 6,003 $ 6,250 $ 6,295 $ 6,330 $ 6,330 $ 6,330
Augmentations.................... $ 2,760 $ 2,605 $ 2,605 $ 2,605 $ 2,605 $ 2,605 $ 2,605
TOTAL FARM
PRODUCTS SHOW
FUND RECEIPTS......... $ 8,609 $ 8,608 $ 8,855 $ 8,900 $ 8,935 $ 8,935 $ 8,935

Revenue Sources

Licenses and Fees

Actual Estimated
2004-05...... $ 288 2010-11....... $ 381
2005-06...... 274 2011-12....... 381
2006-07...... 279 2012-13....... 385
2007-08...... 271 2013-14....... 385
2008-09...... 314 2014-15....... 385
2009-10...... 350 2015-16....... 385

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
2004-05...... $ 4,946 2010-11....... $ 5,622
2005-06...... 5,341 2011-12....... 5,869
2006-07...... 5,597 2012-13....... 5,910
2007-08...... 5,570 2013-14....... 5,945
2008-09...... 5,667 2014-15....... 5,945
2009-10...... 5,499 2015-16....... 5,945

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 deposits; and fees from
parking.
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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)

2009-10 2010-11 2011-12
Actual Estimate Budget
Licenses and Fees
Exhibit Fees — Competitive — Farm Show.............cccc....... $ 45 $ 46 $ 46
Exhibit — Commercial...........cccceviviiiiie e 305 310 310
Branding / AdvertiSEmMeNt...........cccecveeeviieeeniieeeiee e sieee s 0 25 25
TOTAL ettt $ 350 $ 381 $ 381
Miscellaneous Revenue
CONCESSION REVENUE.......cecveetiicteetieeeetee et $ 883 $ 888 $ 938
SErVICE Charges.....cccviieeiiee et 588 598 616
RENLAIS.......iiie ettt 2,216 2,230 2,395
Miscellaneous ReVENUE............cccueveeciveeeciiie e 156 157 167
Interest on Securities, Deposits, Returned Checks............. 5 70 5
Parking FEES......cciiei et 1,651 1,679 1,748
TOTAL ettt et $ 5,499 $ 5,622 $ 5,869
Augmentations
Transfer from General Fund...........ccceeeveeeencnieeneneeeene $ 2,760 $ 2,605 $ 2,605
LI I N $ 2,760 $ 2,605 $ 2,605
TOTAL RECEIPTS....cct ettt $ 8,609 $ 8,608 $ 8,855
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FisH Funp

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)

2009-10 2010-11 2011-12
Actual Available Estimated
Beginning BalanCe.......cccccvveieeevciee e eee e $ 30,734 $ 30,241 $ 36,150
Receipts:
Revenue EStMALe............coocivviieeiiiiiiiiieee et $ 38,626 $ 42,378 $ 36,738
Prior Year LapSesS.....ccccuieiiuiieiiieeeiiieeesiiieesieee e sieee e 4,562 7,242 0
Total RECEIPLS. ...eeiieeiieiii et cieeciee et $ 43,188 $ 49,620 $ 36,738
Funds Available.........ccooviiiiiiiiiie e $ 73,922 $ 79,861 $ 72,888
Expenditures:
APPIOPHALEd. ... ceieiiieeeiiie et eriee et $ 43,681 $ 43,711 $ 41,071
Estimated EXpenditures...........ccccovcvevieiiieniciiiesieeeee -43,681 -43,711 -41,071
ENding BalanCe........ccoeeieiiiiieiiiecie e $ 30,241 $ 36,150 $ 31,817

Summary by Department

(Dollar Amounts in Thousands)

2009-10 2010-11 2011-12
Actual Estimate Budget
Treasury Department
General Government
Replacement Checks..........ccccovveviiiiiecie e $ 25 $ 5 $ 5
Fish and Boat Commission
General Government
General OPerations...........ccveiieeieeiieeiie st $ 32,565 $ 34,095 $ 33,749
TOTAL STATE FUNDS......oiiiiiiiiieiieiiieeiieeiiviiveecvaesvaninenenees $ 32,590 $ 34,100 $ 33,754
Federal FUNAS.........ccooviiieieee et $ 10,381 $ 8,633 $ 7,092
Other FUNAS.....ciiiiiiiiiiieee ettt 710 978 225
FUND TOTAL..cetiei it eree e eee e tvee e siee e $ 43,681 $ 43,711 $ 41,071
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Fish Fund

REVENUE SUMMARY

(Dollar Amounts in Thousands)

Five Year Revenue Projections

2009-10 2010-11 2011-12 2012-13 2013-14 2014-15 2015-16
Actual Estimated Budget Estimated Estimated Estimated Estimated
Licenses and Fees............. $ 25522 % 26,158 $ 26,203 $ 26,203 $ 26,203 $ 26,203 $ 26,203
Fines and Penalties............ 414 450 450 450 450 450 450
Miscellaneous..................... 1,599 6,159 2,768 2,768 2,768 2,768 2,768
TOTAL FISH FUND
REVENUES.................. $ 27,535 $ 32,767 $ 29,421 $ 29,421 $ 29,421 $ 29,421 $ 29,421
Augmentations.................... $ 11,091 $ 9,611 $ 7,317 $ 7,288 $ 7,288 $ 7,288 $ 7,288
TOTAL FISH FUND
RECEIPTS.....ccccviienn. $ 38,626 $ 42,378 $ 36,738 $ 36,709 $ 36,709 $ 36,709 $ 36,709

Revenue Sources

Licenses and Fees

Actual Estimated
2004-05...... $ 21,992 2010-11....... $ 26,158
2005-06...... 24,187 2011-12....... 26,203
2006-07...... 24,197 2012-13....... 26,203
2007-08...... 26,444 2013-14....... 26,203
2008-09...... 26,481 2014-15....... 26,203
2009-10...... 25,522 2015-16....... 26,203

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 159 of 2004,
the annual resident fees were increased to $21. The commonwealth also issues annual senior resident fishing
licenses to persons 65 years of age and older for a fee of $10. An individual eligible for a senior resident
license can purchase a lifetime license for a fee of $50. Act 159 of 2004 also increased nonresident fees to
$51 and the tourist fishing license for three-days to $25 and seven-days to $33. Persons fishing for trout or
salmon are required to buy an $8.00 stamp in addition to their regular fishing licenses. Other sources of
revenue include the annual Lake Erie fishing permit or the special combination trout/salmon/Lake Erie permit.

Fines and Penalties

Actual Estimated
2004-05...... $ 431 2010-11....... $ 450
2005-06...... 446 2011-12....... 450
2006-07...... 448 2012-13....... 450
2007-08...... 470 2013-14....... 450
2008-09...... 460 2014-15....... 450
2009-10...... 414 2015-16....... 450

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 Estim