2021/22 Budget-in-Depth

Contents
2021/22 BUAGEL PACKAGE. ... sesssssssssssssssssssssssssssssssssssssssssssssssssssssssssssses s ssssssssssssss st sssssssssssssssssssssssssssssssssssssssssssseos 3
Revenue........ et saeeen 3
Rainy Day Fund...... e .3
TaAX @NA REVENUE CIANGES ...ttt es e s ss st et s e st e sns e 3
Transfers..... 4
American Rescue Plan - State Fiscal Recovery.........coeone. ceeeereeereeenaesranes .5
Education - Pre-K to 12........ et st eaenen 5
Basic Education.... 5
SPECIAI EAUCALION ...ttt s et e e e At e e ettt sass e sansees 9
Early Childhood Education....... 9
Pupil Transportation...... ettt creereereaasesienaaes 10
Educational Improvement Tax Credit (EITC) ........ v raae 10
Charter School Reform......... n
Covid-19 Federal FUNdIiNG Provided tO SCROOIS....... ettt ssess s sass s s s sssssans s 1
Higher Education....... et annan n
Institutions of Higher Education....... e w1
PHEAA PrOGEAMMS......cooeieieieisisissssssisssissssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssasssssssssssasssssssssssasssssssssssssassestesssssassessessessessessessessassessases n
Pensions....... 12
Health and Human Services....... ettt .13
Health...... 13
Drug and Alcohol Programs..... ceereree st raens 13
HUIMNGIN SEIVICES ...ttt s sssss st s ssssssssesss s b s b s s sess 8 £ RS8R SRS E s E RS RS sensseesbsesb s b s en 13
Tobacco Settlement Fund....... .16
Lottery Fund........cccoeeemnvvenec bRt 16
LAOT QN INAUSEIY ..ottt s s s e e A A A e A e A bbbttt sans 17
Department of State.... 17
Community and Economic Development....... S S cereeree et e rene 18
Environmental Protection........ .18
Conservation and Natural Resources....... 19

AAGEICUITUTE ...ttt st e A e AR e e A A st bbb A bt et sa s ans s 20




TransPOrtation.......eeeeeeeeeeeeeeee e esesesons ettt et AR A AR AR A AR A A AR AR R ARt Rttt 21
Criminal Justice....... ceeeeteseese e R EA RS R AR AR RS RR £ RS R AR RS A AR AR RS AR w22
State Police...ocrs ceeeeeRes R AR R SRR SRS R R4 R 844 E SRS RS04 E 84 R 8RR SRR SRS R SRS R RS RA R R SRS 23
CommissioN 0N CHME aNA DEIINQUENCY ... s s s s s s s s ssssssssssss s sasssssesssssasssaes 24
JUAICHAIY oottt bbb bbb et ettt .25
Juvenile Court JUAGE'S COMIMUSSION ...t sssse st s sssss st s sssss s s s ss s ses s st s st benes .25
EMergenCy ManNagEmMENT AGENCY ... enensiesissesesssssssssssassssssssssssssssssssssssssssssssssssssssssssssssssssssesssssssssssesssssessessessessssssssessessssssssssssssssssssnss 25
Military and Veterans Affairs........... e eea et e R AR bbb 26
ROW OFfICES ...coorreerrreerereeiesesessesesessessssssssssssssssssssssssssessssssessssssesssssssssssssessssssesssssessssssessssssessssssessssssessssssessssssassssssesssssessssssessssssssssssessssssessssssessssssassssssasssssns 26
Pennsylvania HOUSING FINGNCE AGQENCY ...t sass s sssssssssssss s ssssssssssssssssssassssssssssssssssassssssssssssssssssssssssssssnnses 26
Appendix - Tax Code Summary....... e et v bt e ARt R AR A AR AR e et b e et et benes 27

www.houseappropriations.comt/HDAPPROPS@hacd.net
717-783-1540

2021/22 Budget in Depth

July1,2021 - Page 2



http://www.houseappropriations.comt/

2021/22 BUDGET PACKAGE

The General Assembly passed a 2021/22 General Appropriations bill in late June. A day before the new fiscal
year was set to begin on July 1, the governor signed SB 255, but line-item vetoed a portion of funds provided to
the Auditor General.

Included with the General Appropriations bill were the “housekeeping” bills involving agencies such as the PUC,
Gaming Control Board, Small Business Advocate, SERS and PSERS, and the non-preferred appropriations.

Gov. Wolf also signhed the Fiscal Code, Administrative Code, Tax Code and Public School Codes into law, which
have budget related implications.

The General Assembly did not enact a capital budget for 2021/22, which is required to be annually enacted by
the Pennsylvania Constitution. The commonwealth last enacted a capital budget in 2020/21.

The 2021/22 budget package includes the following, which were all signed by the governor June 30:

e General Appropriations (Act 1A/SB 255),

e “Housekeeping” Appropriations (Acts 7A-15A/HBs 1508-1516),
e Non-Preferred Appropriations (Acts 2A-6A/SBs 265-269),

e Fiscal Code (Act 24/HB 1348),

e Administrative Code (Act XX/HB 336),

e Tax Code (Act 25/HB 952),

e Public School Code (Act 26/SB 38]1).

REVENUE

General Fund revenues for the 2020/21 fiscal year finished $3.44 billion above the official estimate, with total
revenues of $40.39 billion. About $1.8 billion of total revenue collected this fiscal year were due to the
pandemic-related timing shifts of due dates for PIT and CNIT final payments from April and May 2020 into July
and August of the new fiscal year. These shifts will not recur in 2021/22.

The official revenue estimate for 2021/22 certified by the Secretary of Revenue and the Secretary of the Budget
is $42.536 billion, an increase of $2.14 billion or 5.3 percent. This increase is driven by miscellaneous non-tax
revenues, which includes $3.841 billion transferred to the General Fund from federal American Rescue Plan Act
resources, as appropriated in the General Appropriations Act.

Tax revenues are projected to decline by $1.17 billion year over year, or -3.0 percent as the timing of payments
returns to a more normal pattern.

RAINY DAY FUND

The Fiscal Code amendments require a transfer of 100 percent of the 2020/21 General Fund ending balance to
the Budget Stabilization Reserve Fund instead of the normal statutory 25 percent transfer. The transfer is
estimated to be about $2.6 billion. The current balance in the Rainy Day Fund is $243.6 million, following a $100
million transfer out of the fund in Dec. 2020 to help balance the 2020/21 budget.

Pennsylvania’'s Rainy Day Fund has ranked as one of the lowest among other states for many years following
the Great Recession. The highest amount in the fund was $755 million at the end of 2007/08, which was
transferred out in its entirety in 2009. The fund remained near zero, and there were no transfers into the
account until 2018 when $22.4 million was transferred in, followed by an additional $316.9 million in 2019. At
the start of 2020/21 the median amount among states was enough to cover 28.5 days’' worth of General Fund
spending, or 7.8 percent according to Pew. This transfer of $2.6 billion would give Pennsylvania 27.1 days’ worth
of spending, or 7.4 percent of expenditures. This is much closer to recommended levels for a Rainy Day Fund;
however, these levels of savings are usually accumulated over many years.

TAX AND REVENUE CHANGES

Tax Code amendments that accompany the budget package include a variety of changes, but no broad-based
changes to rates or base. The most notable changes are:

e Sales tax exemption for computer data center equipment,
e Sales tax exemption on helicopter simulators,
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e Sales tax exemption on breastfeeding supplies,
e Tax credit integrity language in response to a 2019 grand jury investigation, and
e An apportionment change to the Manufacturing Innovation and Reinvestment Deduction.

Additional changes include restructuring of internal qualifications of the film tax credit and concert tour tax
credit, date changes to Keystone Opportunity Expansion Zones and several other minor changes and technical
fixes.

The net cost of these changes is estimated at $33.9 million in 2021/22 and $92.9 million in 2022/23. For more
detail, please see the Appendix for a Tax Code summary.

TRANSFERS
The budget took steps to repay loans incurred by the General Fund from other special funds.

Workers’ Compensation Security Fund Loan Repayment

In January 2021, the General Assembly borrowed $145 million from the Workers' Compensation Security Fund
(WCSF) to support the Hospitality Industry Recovery Program (CHIRP) established by Act 1 of 2021 (SB 109),
which provided grants to counties to provide support to hotels, restaurants, bars and taverns. The loan was
initially structured to be repaid by 2029. With the supplemental appropriation, this loan is now fully repaid.

While the most recent loan will be repaid through the enacted budget, the commonwealth has two other loans
from the WCSF outstanding. The first loan, $165 million that helped backstop the underfunding of the Medical
Assistance budget by the General Assembly in 2016/17, has seen its repayment extended twice and is currently
due by July 1, 2024. The second $185 million loan was part of a budget-balancing transfer package enacted
with the second part of the 2020/21 budget in November 2020.

Underground Storage Tank Indemnification Fund Repayment

A loan of $100 million was made from the Underground Storage Tank Indemnification Fund (USTIF) to the
General Fund on October 15, 2002, in accordance with Act 91 of 2002. Repayment of the loan was deferred
several times, and Act 72 of 2013 changed the repayment of the $100 million loan to the General Fund to before
July 1,2029.

As of June 2021, $67.5 million was owed in principal and an additional $18.979 million was owed in interest. The
budget included a $86.479 supplemental appropriation in 2020/21 for the full repayment of the $100 million
loan and outstanding interest.

Special Fund Transfer Repeals

Before it became clear that tax revenues would recover strongly from the pandemic, the General Assembly
included $431 million in transfers from special funds and $100 million from the Rainy Day Fund to help ensure
the budget was balanced. The 2021/22 budget repeals $59.5 million of these transfers, specifically:

e Historical Preservation Fund - $4 million

¢ Racing Fund - $10 million

e PENNVEST Fund - S10 million

e PENNVEST Drinking Water Revolving Fund - $26.5 million

e PENNVEST Water Pollution Control Revolving Fund - $9 million

As proposed in the executive budget, the amounts allocated fromm PENNVEST funds will still be used to assist
in budget balancing. Instead of being transferred, they will accelerate debt service payments into the Capital
Debt Fund. This lowers the debt service appropriation requirements for the 2020/21 fiscal year. The accelerated
debt service payments will be recouped over four years back to the PENNVEST Redemption Fund (which pays
the debt service on general obligation bonds issued for PENNVEST).
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AMERICAN RESCUE PLAN -STATE FISCAL RECOVERY

The American Rescue Plan Act included a total of $350 billion for state and local fiscal recovery assistance.
Funds can be used in four domains:

e To respond to the COVID-19 pandemic and its economic effects,

e To replace revenue loss for the provision of government services due to COVID-19 relative to revenues
collected in the most recent full fiscal year prior to the emergency,

e To provide premium pay up to $13 per hour above regular wages for workers performing essential work,
and

e To invest in water, sewer, and broadband infrastructure.

Pennsylvania received $7.291 billion for State Fiscal Recovery and $6.149 billion was allocated to local units of
government, either directly or indirectly, for their recovery activities.

Of the $7.291 billion, the 2021/22 enacted budget provides $759 million in relief, transfers $3.841 billion to the
General Fund to replace lost revenues in the 2021/22 fiscal year, and reserves the remaining $2.691 billion to
transfer to the General Fund in future fiscal years.
COVID-19 Response Restricted Account
American Rescue Plan Act Appropriations - SB 255

($ amounts in thousands)

Appropriation Amount

State Fiscal Recovery Funds 7,291,328
Executive Offices COVID Relief - ARPA - Transfer to General Fund 3,841,000
Executive Offices COVID Relief - ARPA - Transfer to EMS Operating Fund 5,000
Executive Offices COVID Relief - ARPA - Pandemic Response 372,000
PASSHE COVID Relief - ARPA - State System of Higher Education 50,000
Human Services COVID Relief - ARPA - Long Term Living Programs 282,000
PHFA COVID Relief - ARPA - Construction Cost Relief 50,000
Subtotal - State Fiscal Recovery 4,600,000

Remaining Balance - State Fiscal Recovery 2,691,328

EDUCATION - PRE-KTO12

Pennsylvania’s school funding system suffers from inadequate and inequitable state support. The 2021/22
budget represents another incremental step toward fixing these issues, but many policymakers lament a
missed opportunity to make the structural changes proposed by the governor.

BASIC EDUCATION

Basic education funding is the largest state education subsidy, representing about half of all the funds the state
sends to school districts each year.

The 2021/22 budget increases funding for basic education by $300 million, or 4.8 percent. The Public School
Code (SB 381) specifies that $200 million of this increase will be added to the funds distributed through the fair
funding formula. The Fiscal Code (HB 1348) distributes the other $S100 million through a new mechanism,
referred to as “Level Up”, that provides targeted funding for the 100 school districts (bottom 20 percentile)
with the lowest spending per weighted student. Weighted students are a more apples-to-apples way to
compare spending since it takes into account the fact that some students (e.g., those living in poverty or who
speak English as a second language) require more resources in order to meet academic standards.
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The Fair Funding Formula

Since 2015/16, new basic education funding has been distributed through the bipartisan fair funding formula.
In 2021/22, $899 million, or 13.7 percent, of the $6.56 billion basic education funding total will be distributed
through the fair funding formula’'s annually updated factors (e.g., enroliments, poverty levels, and household
income). The other $5.56 billion is subject to “hold-harmed,” where all the historical inequities that were in
place in 2014/15 get locked into the distribution.
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Basic Education Funding: The 2021/22 budget added 5200 million to the fair funding formula
and 5100 million to the new "“Level Up" supplement for the poorest 100 school districts.
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Generally, it is the school districts that have seen growing enrollments, have high taxes, or concentrated poverty
that continually get shortchanged by the state not distributing all funds through the fair formula. Students of
color disproportionately attend school districts not receiving their fair share of state funding. Redistributing all
of the funding fairly without growing the pie would create significant winners and losers, which is the largest
barrier to 100 percent fair funding.
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Impact of "Hold-harmed™":
School districts shaded in red are getting less than their fair share of state
funding, while those in blue are receiving more than their fair share.

Per-student Inequity in 2021-22 Basic Education Funding

B -$5,500 to -$2,000 (22 SDs; 126,249 students; $465 million less than fair share)
[ -$2,000 to -$1,000 (42 SDs; 409,062 students; $523 million less than fair share)
[ -$1,000 to $0 (100 SDs; 459,099 students; $178 million less than fair share)
[ $0 to $1,000 (98 SDs; 307,992 students; $146 million more than fair share)

[ $1,000 to $2,000 (75 SDs; 166,016 students; $236 million more than fair share)
I $2,000 to $8,200 (163 SDs; 237,752 students; $784 million more than fair share)

In his budget proposal, Gov. Wolf called for a $1.3 billion, or 22 percent, increase to bypass the winners and losers
predicament. An investment of this size would enable all existing basic education funding to be distributed
through the fair formula while ensuring every school district would get an increase. By the end of 2020/21, with
strong state revenues generating a surplus north of $3 billion, it was clear that the governor's proposal could
be implemented without the tax increase on which it was initially predicated.

Ultimately, the enacted budget only marginally increased the amount of funds being distributed through the
fair funding formula. However, for the first time since the fair funding formula took effect, a new distribution
method has been added to the mix.

Level Up

The Level Up supplement uses elements of the fair funding formulas for basic and special education to direct
funding to the 100 school districts (PA has 500 total) that have the lowest spending per weighted student.
Weighted student is defined as the sum of the following add-on weights in the basic education formula: acute
poverty, poverty, concentrated poverty, English Language Learners, and charter school students; plus the three
weighted tiers of special education students.

The Level Up funds are geographically dispersed, impacting rural and urban areas alike.
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The 100 lowest-spending school districts (in yellow) receiving
Level Up funding in 2021/22 are geographically dispersed
throughout the commonwealth.
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The budget increased the Ready to Learn Block Grant by $20 million, or 7.5 percent, but there was no statutory
distribution of these added funds. Per Section 2599.6 of the Public School Code, the $268 million total from
2020/21 will be distributed to school districts and charter schools in 2021/22 in the same amount as in 2018/19.

A note on the appropriation for School Employees’ Social Security:

The state reimburses school districts, Intermediate Units, Area Career and Technical Centers, and Community
Colleges for at least half of their employer costs for social security and Medicare. Beginning in 2019/20, the
school district portion of this reimbursement was folded into the basic education funding appropriation. There
is no apparent benefit to this move, but the drawbacks include less budget transparency and added
administrative hurdles.

According to a news report, the House Republican caucus insisted on this change, making the unsubstantiated
claim that PA was not getting credit for this state spending in national comparisons. The methodology in the
U.S. Census’ Annual Survey of School System Finances, a frequently cited national comparison for education
funding that ranks PA as 45 nationally (6" worst) in terms of the state share of education spending, indicates
that social security contributions by the state fall under “staff improvement programs” and are counted in
revenue from state sources regardless of where they are appropriated.

Basic Education Funding 21-22 Enacted
(BEF) Appropriation Actual Actual Enacted Revised Enacted less
(S amounts in thousands) | FY18-19 FY19-20 FY20-21 FY20-21 FY21-22 20-21 Revised
Basic Education Funding $6,095,079| $6,742,838| 56,810,389 $6,794,489| $7,066,773| $272,284 4.0%
BEF Portion $6,095,079| $6,255,079] $6,255,079| $6,255,079| $6,555,079] $300,000 4.8%
Social Security Portion S0| $487,759| 555,310 $539,410[ $511,694| -$27,716 -5.1%

$501.8 million.

Note: 2020/21 amounts include $37.6 million to cover prior years' shortfalls; 2020/21 current year costs are
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SPECIAL EDUCATION

Special education is consistently identified as a top cost-driver for school districts. The state subsidy has simply
not kept pace with the growing costs of providing services. Since 2008/09, local taxpayers have picked up 89
percent of the increased special education costs, and the state share has fallen from 32 percent to 22 percent.
In order to reverse this trend, the $50 million, or 4.2 percent, increase in the enacted 2021/22 budget must be
the start of a sustained investment.

100%
90%
80%
70%
60%
50%

20%
10%
0%

$1.94 billion, or 89 percent, of the growth.

share to fall from 32 percent in 2008/09to 22 percentin 2019/20.
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School districts' total special education costs increased by $2.2 billion, or
73 percent, between 2008/09 and 2019/20, with local revenues covering

The state special education subsidy has not kept pace with total costs, causing the state
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Note: Local special education payments are PDE's AFR Codes (1200+2140+2150) net of the state special education
revenues AFR Codes (7271+7272) and federal special education revenues AFR Codes
(6832+6833+8512+8513+8701+8702).

EARLY CHILDHOOD EDUCATION

The enacted 2021/22 budget provides a $30 million, or 11 percent, increase in funding for high quality early
learning. Under Gov. Wolf's tenure, the number of state-funded slots has more than doubled.

The enacted 2021722 budget provides a 530 million, or 11 percent,

Artual ¢ Amilable

Erear e oy

Gow. Waol Px Becord

increae in funding for high guality earhy learning. Under Gow. Waolfs Emacted | FY21-22 Less FY20-21 | FY21/22 Le=s FY1d-15
te nure, the number of state-funded slots ha more than double d. FYi4-1% E FY20-21 FY21-22 & gl i a5

Preit Count: Fumniding Lewve 5973 M. S217AM| 524231 M 525.0M 1153 5145.0M 145,024

Exti ma teed i of S tate=Fun ded S toden t 13456 26461 29261 2,800 100636 15 805 11752

Hemd Start Supplemental | Funding Levd 2302 M' SB4.2 M SE0.2 M =50 M 7E% S300M TEE%
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Eardy Childhood Edwcation | Funding Leve 51365M: $2B15M| 53115 M L3000 M 1074 $175.0 M 128233

Subbotal: Extima ted i of State-Fun ded Stodents :I.B,B?E 34 251 37522 312M1 SE% 19_,235' 105724

Source: HACD analysis of Governor' s Executive Budget 2021- 2022, page E15-14

There are still 103,455 eligible (living below 300 percent of the federal poverty line) Pennsylvania children that

do not have access to high-quality pre-kindergarten. At a cost of $8,750 per child, it would take an additional
$905.2 million meet this need.
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PUPIL TRANSPORTATION

The state’s Pupil Transportation subsidy reimburses school districts (one-year lag) and Intermediate Units
(current year) based upon actual transportation activity (e.g., miles driven, pupils transported, etc.). Therefore,
reduced transportation activity due to COVID-19 translates to lower state payments. The 2021/22 budget makes
a downward revision of 10.3 percent, or $62.5 million, to the 2020/21 funding level to reflect the decreased
transportation activity by school districts in 2019/20 and by IUs in 2020/21. Looking ahead, it is difficult to
estimate the amount needed for 2021/22, as it will be largely based on transportation provided in the disrupted
2020/21 school year. Additionally, Act 136 of 2020 included provisions to incentivize continued payments to
bus contractors, which will impact the 2021/22 subsidy. The enacted amount for 2021/22 is $597 million, which
is in line with the amount provided for current year costs in 2019/20. Data reports for the 2020/21 school year
that will provide a better picture for estimates will start to be filed in September 2021.

EDUCATIONAL IMPROVEMENT TAX CREDIT (EITC)

The school code increased the total cap for the EITC program by $40 million, or 21.6 percent. EITC is the
collective name for three distinct programs:

e Scholarship Organizations (SOs) - benefits tuition-paying students (i.e., private school students)

e Educational Improvement Organizations (EIOs) - benefits innovative education programs (e.g., libraries,
museums, civic clubs, community centers, school districts, charters, private schools, etc.)

e Pre-Kindergarten Scholarship Organizations (Pre-K SOs) - benefits public and private pre-k students

As has been the case since 2016/17, the entire increase in 2021/22 is allotted to the scholarship organization cap,
rather than spread proportionally between all three programs. The 2021/22 Scholarship Organization credit
limit is rising from $135 million to $175 million, a 30 percent increase.

Tax credits for SOs have grown by $100 million or 133 percent since 2016/17, while tax credits for EIOs and Pre-
K SOs have remained flat. This has caused the EITC funding ratio of these programs to go from 60 percent for
SOs, 30 percent for EIOs, and 10 percent for Pre-K SOs in 2016/17 to 78 percent for SOs, 17 percent for EIOs, and
6 percent for Pre-K SOs in 2021/22.

Since 2016/17, allEITCincreases have gone
toward the Scholarship Organizations.
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$150,000,000
$100,000,000
550,000,000
0
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CHARTER SCHOOL REFORM

No charter school reforms were included as part of the 2021/22 budget package.

Gov. Wolf's charter school reform proposal is reflected in House Bill 272. The bill would generate savings to
school districts by implementing a statewide cyber charter tuition rate and by applying the fair funding formula
for special education to the way school districts pay charter schools. Had these reforms been in place in
2019/20, school districts would have saved $396 million, or 18 percent, of the $2.2 billion in tuition paid to
charter schools.

The final data is not in yet, but PASBO anticipates a $450 million increase in the total amount of charter school
tuition paid by school districts in 2020/21, which is more than double the typical annual change and driven by
the COVID-19 induced 59 percent increase in cyber charter enrollment.

COVID-19 FEDERAL FUNDING PROVIDED TO SCHOOLS

The 2021/22 budget package appropriated and provided the distribution for federal relief funding for education
from the American Rescue Plan Act (ARPA). Follow this link for more information about these funds.

HIGHER EDUCATION
INSTITUTIONS OF HIGHER EDUCATION

The State Board of Education approved the establishment of Erie County Community College last summer,
which is the 15t community college in the commonwealth, and the first new community college created in
decades.

The 2021/22 budget reflects this new institution by dedicating the $1.4 million increase in the community
college operating appropriation to Erie. Other community colleges will receive flat funding in the upcoming
fiscal year.

On the facilities side, the community college capital appropriation increased by $3.2 million. While not
specifically directed to Erie like the operating allocation, the budget’'s Public School Code bill removed a
provision that prohibited Erie County Community College from receiving any capital support. Both operating
and capital support will help the new school move toward opening its doors, expanding educational
opportunities, and help meet workforce development needs in Erie.

State funding for other public institutions of higher education, including the state-related universities (Penn
State University, University of Pittsburgh, Temple University, Lincoln University, and the Thaddeus Stevens
College of Technology) is the same as last fiscal year.

The Pennsylvania State System of Higher Education (PASSHE) received level state funding. In addition to state
funding, the budget allocated $50 million in federal American Rescue Plan Act (ARPA) dollars to PASSHE for
COVID Relief.

Under PHEAA, institutional assistance grants for private colleges and universities remain level funded.

PHEAA PROGRAMS

The PHEAA State Grant program is the largest need-based aid program for postsecondary students in the
commonwealth. The budget appropriates level funding of $310.7 million to the program. Although state
support is hot increasing, the maximum PHEAA grant award is expected to increase to $5,000 in 2021/22. This
is a $321 increase over last year's maximum grant and will be the highest amount in the history of the program,
eclipsing the previous high of $4,700.

A decline in the number of applications for aid is the primary driver for the increase in award amounts, as the
grant pool is hot spread as far. This continues a trend from 2020/21, when the number of grant recipients fell
short of the forecasted amount. PHEAA will carry forward and redeploy $23.5 million in unspent resources from
the 2020/21 fiscal year into the next year to help increase grant amounts, while also contributing $15 million in
business earnings to augment the state appropriation.

Other PHEAA programs received level funding in the budget, including:
¢ $800,000 for the Bond-Hill scholarships,
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e $35 million for the Cheyney Keystone Academy - separately, the Fiscal Code requires PHEAA to
continue to augment the appropriation with $500,000 from its business earnings,

e $2.36 million for Act 101 programs,

e $5.55 million for the Ready to Succeed merit-based scholarships, and

e $6.3 million for the PA-TIP program, supporting students enrolled in shorter certificate programs in
high-demand fields.

Last year, the General Assembly appropriated $42.2 million in federal CARES Act Coronavirus Relief Fund
resources to help bolster PHEAA programs, including the state grant program, the institutional assistance
grants, Act 101 programs and a short-term student loan interest forbearance for PHEAA-held loans. In the
2021/22 budget, ho additional federal relief dollars were appropriated to support PHEAA programs.

PENSIONS

This budget continued to fully fund the actuarially required contributions to the Public School Employees’
Retirement System (PSERS) and the State Employees’ Retirement System (SERS). This marks six consecutive
years of full funding for the commonwealth'’s two largest public pension funds after fifteen years of systematic
underfunding.

Approximately half of employer contributions to PSERS comes from the commonwealth, with the other half
paid by local school districts. The commonwealth appropriation for contributions to PSERS is contained within
the budget for the Department of Education. State contributions to PSERS increased by $32 million, or 1.2
percent, to a total of $2.734 billion.

Funding for SERS is contained within the personnel costs of the various state agencies and other covered
employers, rather than appearing as a single appropriation within the budget. Approximately 40 percent of
employer contributions to SERS come from the General Fund, with 52 percent coming from various special
and federal funds and an additional 8 percent coming from non-state employers. Total employer contributions
for SERS increased slightly, to just under $2.2 billion.

During the 2020/21 fiscal year, one SERS covered employer - Penn State - contributed just over $1 billion in
excess contributions to prepay its share of the unfunded liabilities of SERS. To do so, Penn State took advantage
of its own favorable borrowing costs. This transaction provided cost savings to Penn State while also improving
the overall financial health of SERS. PASSHE has also prefunded $825 million of its share of the unfunded
liability resulting in annual savings. Other employers may explore conducting similar transactions with SERS in
the future.

In addition to the employer contributions detailed above, the enacted budget package also included the
“housekeeping bills” - separate appropriations bills passed each year for agencies with funding sources outside
the General Fund - that appropriate funds for the general operations of the two pension systems. These bills
each make two separate appropriations: one for the administration of traditional defined benefit pension
system and another for the administration of the defined contribution plan established by Act 5 of 2017.

The appropriation for PSERS’ defined benefit administration was flat-funded at $52.3 million, while the
appropriation for its administration of the defined contribution system decreased by $128,000, to $955,000 -
these appropriations were made in Act 11A. The defined benefit administration appropriation for SERS
increased by $2.4 million, to $33.1 million, while its defined contribution appropriation decreased by $159,000,
to $4.4 million - these appropriations were made in Act 12A.
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HEALTH AND HUMAN SERVICES

Final 2021/22 State Appropriations - Health and Human Services

($ amounts in thousands)

Department

Drug &

Alcohol Human
Fund Aging Health Programs Services
General Fund $209,815 $47,729 $16,136,498
Lottery Fund $470,267 $352,466
Tobacco Settlement Fund $152,457
Emergency Medical Services Operating Fund $13,500
Opioid Settlement Restricted Account $5,000
Total 2021/22 State Appropriations $470,267 $223,315 $52,729 $16,641,421

HEALTH

The enacted budget includes funding for two new local health departments, Delaware County and
Lackawanna County, effective January 1, 2022. From the Local Health Departments appropriation, Delaware
County is estimated to receive up to $1.41 million in 2021/22 and Lackawanna County is estimated to receive up
to $531,000 in 2021/22, based on currently available census data. Delaware and Lackawanna Counties will also
be eligible for disbursements from the Local Health - Environmental appropriation estimated at $127,000 and
$48,000, respectively.

The governor’s executive budget also requested funding to pay all local health departments at the maximum
amount allowed under Act 315 of 1951, or $6 per capita. Funding was not included to provide for the maximum
level of reimbursement.

After accounting for a change in enhanced Federal Medical Assistance Percentage (FMAP) earning assumption
outlined in further detail under Human Services, Department of Health’s General Fund administrative and
programmatic appropriations are funded at the governor's requested amounts for 2021/22. This includes
funding updates submitted in April for funding to fill several critical positions essential to public health.
Funding for legislative initiative items is restored to the 2020/21 levels except for Bio-Technology Research,
which received an increase of $850,000, to $8.55 million.

The Emergency Medical Services Operating Fund (EMSOF) received $5 million from the State Fiscal Recovery
Funds provided in the American Rescue Plan Act. The EMSOF has been experiencing a trend of decreasing
revenues compounded by the impact the COVID-19 pandemic had on reducing the number of moving traffic
violations and Accelerated Rehabilitation Disposition (ARD). Act 93 of 2020, increased the fee for ARD from $25
to $50 and moving traffic violations from $10 to $20; however, it will take time to build the balance of the fund.
The $5 million transfer will allow for $9.2 million to support Emergency Medical Services, $1 million more than
proposed by the governor, and $4.3 million to support catastrophic medial and rehabilitation services.

DRUG AND ALCOHOL PROGRAMS

General Fund appropriations to the Department of Drug and Alcohol Programs (DDAP) are enacted as
requested by the governor.

In addition, the Fiscal Code establishes the Opioid Settlement Restricted Account requiring money received by
a state agency that is the result of a legal action related to opioids to be deposited in the account. Additionally,
money must be appropriated by the General Assembly from the account. To date, the Commonwealth has
received $21.3 million in opioid related settlement funds. The General Appropriations Act provides DDAP $5
million from the account in 2021/2022.

HUMAN SERVICES

The final enacted budget appropriates $16.1 billion in state General Funds to the Department of Human
Services (DHS). This is a $2.5 billion, or 19 percent increase, over 2020/21.
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The Families First Coronavirus Response Act provided an additional 6.2 percent FMAP on Medicaid eligible
costs, reducing state funds needed in the programs. The enhanced FMAP is available through the end of the
quarter that contains the end of the federal public health emergency (PHE). The federal PHE currently ends
July 19, 2021, however, the Federal Department of Health and Human Services has indicated the PHE wiill
remain in place at least through December 31, 2021.

The governor's executive budget proposal assumed enhanced FMAP would be available through June 30, 2022;
however, the enacted budget assumes extensions only through December 31, 2021, and all General Funds have
been restored for the change in assumption. The enacted budget assumption of six months of enhanced FMAP
for 2021/22 fiscal year is estimated to be $1.2 billion, which reduces state General Fund need by the same
amount.

The enacted budget assumes $200 million in revenues from the Joint Underwriting Association (JUA) in
2021/22. This revenue has been assumed for several years and when it has not been received by June 30 each
year, it has been backfilled with General Funds and the revenue is assumed in the subsequent year. The court
case is still pending. If the revenue is not received by June 30, 2022, this will once again need backfilled with
General Funds.

In total, that equates to $1.4 billion in 2021/22 General Fund one-time reductions that will need replaced in
2022/23.

Medical Assistance

After several years of relatively flat Medical Assistance (MA) enrollment, as of May 2021, MA enrollment has
grown more than 13 percent since February 2020, the month prior to the pandemic impacting Pennsylvania.
Enrollment changes can be seen across the various categories of eligibility, but growth is most pronounced in
the Medicaid Expansion group. States are prohibited from terminating Medicaid eligibility for the duration of
the PHE, except in specific cases, contributing significantly to the increased enrollment.

The appropriation Payments to Federal Government - Medicare Drug Program is used to pay the state share of
prescription drug coverage for individuals dually eligible for Medicare and Medicaid. The rate billed by the
federal government to states is reduced by the FMAP, unlike other MA programs that pay 100 percent of the
costs and receive the FMAP as a reimbursement. Therefore, funding for this program has been reduced due to
the enhanced FMAP lowering the state share of costs billed by the federal government. It is not offset by
increased federal funds like other MA programs. However, the change in assumption related to the duration of
the enhanced FMAP still impacts this appropriation. Additionally, the Centers for Medicare and Medicaid
Services (CMS) is projecting a 7.3 percent increase in state contributions to Medicare Part D coverage effective
January 1, 2022, after several years of relatively flat contribution rates. The estimated state contribution increase
is also reflected in the enacted amount for this appropriation.

The Critical Access Hospitals appropriation is used to pay Medicare designated critical access hospitals up to
101 percent of their MA allowable costs. The appropriation was increased above the governor’s request based
on industry estimates of the amount necessary to provide 101 percent of MA allowable costs in 2021/22.

The budget fully restores funding for hospitals and medical centers in the Physician Practice Plans and
Academic Medical Centers appropriations in line with historical funding amounts.

Senate Bill 156 to expand the Medical Assistance for Workers with Disabilities (MAWD) program unanimously
passed the full House of Representatives on June 25, 2021, as budget related bills were also moving through
the process. The bill is estimated to cost $10.1 million, including $4.8 million in state funds, in 2021/22. Due to
the timing of the passage of SB 156 relative to the budget bills, funding was not included in the enacted budget
for the program. Therefore, DHS will need to monitor ongoing program enrollments and costs and may need
to request supplemental funding in the governor's 2022/23 budget.

Long Term Living

Enrollment in Community HealthChoices (CHC) continues to steadily grow. As of April 2021, there were 384,175
individuals enrolled in CHC, an increase of nearly 5 percent over April 2020. Funding for continued enrollment
growth is included in the enacted budget. However, the CHC appropriation does not include any consideration
for a calendar year 2020 risk corridor payment, which may lead to a supplemental funding need within the
2021/22 fiscal year.
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Enrollment in the Living Independence for the Elderly (LIFE) program has grown by 2 percent between February
2020 and February 2021. In addition to funding for normal program growth, the 2021/22 budget includes
funding for a LIFE rate increase. It is estimated that the additional funding will provide for an approximate 2
percent rate increase.

Growth in the two remaining fee-for-service programs, Act 150 and OBRA Waiver, have declined over the past
year. Act 150 enrollments have decreased by 2 percent and OBRA Waiver enrollments have decreased by 3
percent.

Senate Bill 108 amended the Human Services Code to provide a $130 per diem payment for ventilator and
tracheostomy care provided to MA residents in qualified nonpublic and county nursing facilities. Typically,
Medicaid managed care rates must be sufficient to cover all costs for services provided under a managed care
delivery model. Since Senate Bill 108 creates a new fee-for-service payment for services covered under CHC, it
is unlikely that DHS will receive approval for federal Medicaid matching funds. The annual fiscal impact is
estimated at $13.5 million. Due to the timing of the passage of the bill relative to the budget bills, funding was
not included in the Long-Term Living appropriation and are unbudgeted for 2021/22. DHS may need
supplemental funding in the governor's 2022/23 budget.

Long-Term Living programs will receive $282 million in COVID State Fiscal Recovery funding provided to the
Commonwealth from the American Rescue Plan Act (ARPA). This includes $247 million for nonpublic and
county nursing facilities, $5 million for a long-term care facility indoor air management grant program and $30
million for assisted living residences and personal care homes.

Intellectual Disabilities and Autism

The enacted budget includes $13.8 million requested by the governor to serve 832 individuals with intellectual
disabilities or autism waiting for services. The initiative will serve 100 individuals in the Consolidated Waiver
(uncapped waiver that includes residential services) and 732 individuals in the Community Living Waiver
(§75,000 annual cap and no residential services). The enacted budget also contains sufficient funding to serve
special education graduates in the Person/Family Directed Services Waiver ($33,000 annual cap and no
residential services) through attrition.

Child Development

The enacted budget maintains state funds for childcare and evidence-based home visiting programs at
2020/21 levels and funds early intervention at the governor's requested level after accounting for the change in
enhanced FMAP assumption.

Federal funds in the amount of $728.9 million and Fiscal Code language were included in the budget package
to create the Child Care Stabilization program in Pennsylvania. The funding was provided to states in the ARPA
to assist states in stabilizing their childcare sector.

Other

After adjustments for the change in enhanced FMAP assumption, the enacted budget provides funding for
Mental Health Services at the amount requested by the governor, including $1.25 million to discharge 20
individuals from state hospitals through the Community Hospital Integration Project Program (CHIPP).

The enacted budget includes the governor’s requested increase of $1 million for Legal Services to expand legal
services to low-income individuals and families, plus an additional $500,000 above the request. The Domestic
Violence and Rape Crisis lines also received $1 million each in increased funding in the enacted budget.

The County Child Welfare appropriation was funded as requested by the governor less the two proposed
initiatives.

Funding for Breast Cancer Screening, Human Services Development Fund, Homeless Assistance, Expanded
Medical Services for Women, 211 Communications, and Services for the Visually Impaired appropriations are
maintained at the 2020/21 levels.

Funding to the DHS administrative and facility appropriations are funded at the amounts requested by the
governor after accounting for enhanced FMAP assumption change, except for Intellectual Disabilities - State
Centers, which is funded at the 2020/21 level. The appropriation for Youth Development Centers was increased
by $30 million to reflect the one-time use of CARES Act Coronavirus Relief Funds in the program in 2020/21.
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The Children’s Health Insurance Administration appropriation was dissolved as proposed by the governor's
executive budget. The funding for personnel costs is now included in the County Administration - Statewide
appropriation and operating costs of the program are included in the Children’s Health Insurance Program
appropriation.

Finally, new federal appropriations and associated Fiscal Code provisions were included in the enacted budget
package for the Emergency Rental Assistance Program from the ARPA and the Low-Income Home Water
Assistance Program from both the Consolidated Appropriations Act of 2021 and the ARPA.

TOBACCO SETTLEMENT FUND

Act 43 of 2017 authorized the governor to issue $1.5 billion in bonds backed by future revenues from the
Tobacco Master Settlement Agreement (MSA). The act established procedures for the resulting debt payments,
which allowed for repayment either from MSA revenues or from general tax revenues.

The Fiscal Code continues the requirement that MSA revenues sufficient to make annual debt service payments
must be deposited into the debt service account established by Act 43. Debt service payments will total $115
million in 2021/22, representing approximately one-third of expected MSA revenues for the fiscal year. However,
the Fiscal Code also continues to require revenues equal to the debt service amount to be transferred from
cigarette tax collections and deposited into the Tobacco Settlement Fund. Consequently, the Fund is again
held harmless in 2021/22.

The Fiscal Code also outlines how funds are to be distributed. Primary level allocations are unchanged at:

e 45 percent for tobacco use prevention and cessation programs,

e 12.6 percent for health and related research,

e 1 percent for health and related research (National Cancer Institute grantees, formula based),

e 818 percent for hospital uncompensated care,

e 30 percent for Medical Assistance for Workers with Disabilities, and

e 4372 percent for health-related purposes (allocated to life science greenhouses and Community
HealthChoices).

New for this year is a prescriptive distribution included under the 12.6 percent allocated for health and related
research. Previously, 70 percent of that amount was distributed via formula to National Institute of Health
grantees and 30 percent was allocated at the discretion of the Secretary of Health, in consultation with the
Health Research Advisory Committee. In 2021/22, the 70 percent portion of the allocation remains unchanged.
However, the 30 percent portion is dictated by the Fiscal Code. First, $1 million is to be directed to spinal cord
injury research. Then, the remaining amount is to be split 75 percent for pediatric cancer research and 25
percent for biotechnology research.

LOTTERY FUND

The Lottery Fund includes $1.2 billion for senior programs in 2021/22. On the surface, this appears to be an
increase of $141 million compared to 2020/21. However, Act 20 allowed for the payment of calendar year 2019
property tax and rent rebate claims to be paid based on an approved claim for calendar year 2018 and to be
paid prior to June 30, 2020, due to the pandemic. This shifted $239.1 million in payments originally planned in
the 2020/21 year back to 2019/20 year. If not for the expediting of these payments, Lottery Fund appropriations
for 2021/22 would have decreased by $98 million. Most of this decrease is related to the one-time use of an
additional $90 million in Lottery Funds in the 2020/21 Community HealthChoices appropriation.

The table on the following page details Lottery Fund programmatic expenditures by agency and program.
Funding for programs administered by the Departments of Aging and Human Services are appropriated from
the Lottery Fund as part of the General and Supplemental Appropriations Acts. Programs administered by the
Departments of Revenue and Transportation receive their funding through executive authorizations.
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Lottery Fund Expenditure for Senior Programs
($ amounts in thousands)

2020/21 2021/22 Increase/

Agency/Program Revised Enacted (Decrease)
Department of Aging:

PennCARE 285,726 281,993 (3,733)

Pharmaceutical Assistance Fund 155,000 155,000 -

Pre-Admission Assessment 8,750 8,750 -

Caregiver Support 12,103 12,103 -

Grants to Senior Centers 2,000 2,000 -

Alzheimer's Outreach 250 250 -
Department of Human Services:

Medical Assistance Transportation 3,500 3,500 -

Community HealthChoices 438,966 348,966 (90,000)
Department of Revenue:

Property Tax and Rent Rebate (PTRR) * - 234,900 | 234,900
Department of Transportation:

Transfer to Public Transportation Trust Fund * 95,907 95,907 -

Shared Ride * 75,000 75,000 -
TOTAL LOTTERY FUNDS 1,077,202 1,218,369 141,167

Act 20 PTRR Payment Expedite 239,100 - (239,100)
TOTAL LOTTERY FUNDS (if not for Act 20) 1,316,302 1,218,369 (97,933)
* Executive Authorizations

LABOR AND INDUSTRY

Within the Department of Labor and Industry, general government operations increased by $220,000. This
increase, as proposed in the executive budget, will support the deaf-blind support service provider program.

The budget also increased funding for assistive technology financing by $25,000 to a total of $500,000, which
supports the commonwealth’s alternative loan program through the Pennsylvania Assistive Technology
Foundation. This appropriation helps ensure access to expensive assistive technology devices, equipment and
home modifications for Pennsylvanians who need them.

Other programs supporting Pennsylvanians with disabilities were level-funded in the budget, including state
funding for the Office of Vocational Rehabilitation (OVR), Centers for Independent Living, supported
employment, and the assistive technology demonstration lending library.

The budget includes $750,000 for New Choices/New Options, which is the same amount as 2020/21.

Funding for industry partnerships ($2.8 million) and apprenticeship training ($7 million) remains unchanged
for the coming fiscal year.

The appropriations for occupational disease payments and workers compensation payments are funded at the
amounts recommended in the executive budget. Both of these appropriations are declining over time, as the
eligible populations decrease.

DEPARTMENT OF STATE

The 2021/22 budget does not differ immensely from the 2020/21 budget for the Department of State. One of
the most notable differences is the $11.791 million allocation to the Statewide Uniform Registry of Electors
(SURE) appropriation. This appropriation received a $4.486 million increase compared to 2020/21. The increase
in funding will support continuous system upgrades that will promote election modernization.
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In addition, the enacted budget establishes a $2.5 million appropriation to support the publication of the state
reapportionment maps and a $400,000 appropriation to publish the federal reapportionment maps.

Furthermore, the enacted budget allocates $9.275 million to fund the election code debt service, pursuant to
Act 77 of 2019.

Lastly, the enacted budget also provides an $1.5 million increase to support the general government operations
for the department.

COMMUNITY AND ECONOMIC DEVELOPMENT

The 2021/22 budget for the Department of Community and Economic Development (DCED) was mostly flat
funded compared to 2020/21; nevertheless, there are several differences. One of the most noteworthy
differences is the $1.678 million decrease in the Local Municipal Relief appropriation. The $18.775 million
appropriation is used to assist people or political subdivisions directly affected by disasters or public safety
emergencies that do not qualify for federal assistance. Grants are made available for reimbursement when an
area is not covered under a Presidential disaster declaration or DCED determines a public safety emergency
has occurred.

Additionally, the enacted budget eliminates the $5 million State Facilities Closure Transition appropriation. This
appropriation provided grants and loans to local municipalities impacted by the permanent closure of a state-
operated or owned facility.

Moreover, the enacted budget eliminates the $750,000 Public Television Technology appropriation. This
appropriation provided funding to Pennsylvania public television organizations for technology needs and
operating expenses.

DCED's state General Government Operations appropriation received an allocation of $21.032 million, which is
a $1.949 million increase compared to 2020/21.

Under executive offices, $5 million is appropriated for transfer to the Commonwealth Financing Authority to
support the Unserved High-Speed Broadband Funding Program Act (Act 132 of 2020), the same amount made
available in 2020/21. Under this program, any non-governmental entity may apply for funds to support the
deployment of wired and/or fixed wireless high-speed broadband service infrastructure in unserved areas of
the Commonwealth. An unserved area is defined as a designated geographic area in which households or
businesses do not have access to at least 25 megabits per second downstream speeds and 3 megabits per
second upstream speeds.

ENVIRONMENTAL PROTECTION

For 2021/22, the Department of Environmental Protection was funded as proposed by the governor. The
department’s General Fund total of $169.04 million represents a $12.7 million, or 8 percent, increase over
2020/21.

Consistent with other administrative appropriations, General Government Operations received $1.66 million
increase, in order to provide for continuing needs.

In a similar fashion, Environmental Program Management (EPM) and Environmental Protection Operations
(EPO), received increases. In the case of EPM, the appropriation received a $2.11 million increase and EPO
received a $3.83 million increase.

Akin to 2020/21, Water Commissions are not funded to their Fair Share and are not provided with any changes.

The Black Fly Control appropriation was provided with a notable increase of $4.29 million. This increase wiill
make black fly spraying available throughout the entire season, as well as provide for an increase in treated
acres and allow more areas to be treated.

Lastly, as Pennsylvania continues the implementation of the Phase 3 Water Implementation Plan (WIP), the
Chesapeake Bay Agricultural Source Abatement receives a significant increase, in terms of a percentage
change, but small in terms of total dollars. The appropriation increase of $526,000 above 2020/21 is needed in
order to achieve the targets set by the WIP.
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2021/22 DEP STATE GENERAL FUNDS
(S amounts in thousands)

.. Available | Enacted | Enacted less Available
Appropriation - -
2020/21 2021/22 S diff % diff

General Government Operations S 15095|S 16,759 | S 1,664 11.0%

Environmental Program Management S 32041|S 34160 S 2,119 6.6%

Environmental Protection Operations S 94202|S 98036 |S 3,834 4.1%

Transfer to Conservation District Fund S 2506|S 2506]|S - 0.0%

Chesapeake Bay Agricultural Source Abatement S 293|S 34615 526 17.9%

Black Fly Control S 3,347|S 7645(S 4,298 128.4%

West Nile Virus Control S 5345|S 5609|S 264 4.9%

Water/Mining Commissions S 866 | S 866 | S - 0.0%
STATE GF TOTAL §$ 156,337 S 169,042 §

Environmental Hearing Board S 2,554|S 2593(S 39 1.5%
DEP GF TOTAL $ 158,891 $ 171,635 $

CONSERVATION AND NATURAL RESOURCES

The department’s budget was mostly level-funded to 2020/21. DCNR'’s General Fund budget of $139.05 million
represents an increase of $4.24 million, or 3.1 percent.

Consistent with the overall budget theme, General Government Operations (GGO) received a $1.63 million
increase, which is in line with continuing personnel needs.

In a similar fashion, State Forests Operdtions also received an increase in the amount of $2.55 million. Unlike
the GGO, however, the increase falls $1 million short of the governor’s February proposal.

Last of the year-over-year General Fund changes is related to the Annual Fixed Charges - Forest Lands. Those
in-lieu-of-tax payments increased by $39,000 in accordance with Act 85 of 2016.

Another component of the department’s budget worth noting is the decrease in utilization of the Oil and Gas
Lease Fund (OGLF). The $1.037 million decrease is driven by the expected drop in revenues generated by rents

and royalties which flow into the fund.

The following table provides details of DCNR’s major appropriations, by funding source.

2021/22 DCNR Major Appropriations Summary
General Fund and Oil & Gas Lease Fund Comparison

($ amounts in thousands)
Funding Source / FY Actual Avail Enacted 2029/21 Less 2019(20
2019/20 2020/21 2021/22 S diff | % diff
General Fund (GF)

General Gov'tOps| $ 25,804 | S 26,717 | S 28,350 | $ 1,633 6.1%
State Parks Ops| S 55,311 | S 54,326 | S 54,326 | S - 0.0%
State ForestsOpts| § 25,742 | S 40,635 | S 43,187 | S 2,552 6.3%
GF Subtotal| $ 106,857 | $ 121,678 | $ 125,863 | $ 4,185 3.4%

Oil & Gas Lease Fund (OGLF)
General Gov'tOps| $ 37,786 | $ 14,827 | $ 14,790 | $ (37)]  (0.2%)
State Parks Ops| S 17,706 | S 17,000 | S 16,500 | S (500)|  (2.9%)
State Forests Opts| $ 14,282 | $ 17,000 | $ 16,500 | $ (500)|  (2.9%)
OGLF Subtotal| $ 69,774 | $ 48,827 |$ 47,790 | $ (1,037)] (2.1%)
GF/OGLF Total $ 176,631 $ 170,505 $ 173,653 $ 3,148 1.8%
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AGRICULTURE

For 2021/22, Agriculture’s enacted budget was mostly level-funded to 2020/21. The department’s total General
Fund budget of $174.5 million represents a $4.824 million increase, or 2.8 percent.

Two appropriation changes provide for the department’s total General Fund increase:

= General Government Operations received a $1.824 million, or 5.5 percent, increase. Of that
increase, $1.324 million was the result of the necessary increase related to ongoing personnel
costs as proposed under the executive budget proposal. Furthermore, there was $500,000 of
additional support, for which the 2021/22 Fiscal Code provided spending guidance: $250,000
for Commission of Agricultural Education Excellence and $250,000 for the administration of the
Dog Law.

= The enacted budget also provided a $3 million increase for the State Food Purchase
appropriation. The appropriation provides funding for:
0 State Food Purchase Program (SFPP) - $2 million increase
o Pennsylvania Agricultural Surplus System (PASS) - $1 million increase
0 Emergency Food Assistance Program (TEFAP) - no change
o0 TEFAP Distribution - no change

State Food Purchase Appropriation

(S amounts in thousands)
Avail Enacted S Diff

Program FY 20/21 | FY 21/22 |(21/22less 20/21
State Food Purchase Program (SFPP) S 16,688 |S 18,688 | S 2,000
Pennsylvania Agricultural Surplus Program (PASS)| S 1,500 | S 2,500 | S 1,000

Emergency Food Assistance Program (TEFAP) $ 1000|$ 1000]|S -

TEFAP Distribution S 500 | $ 500 | $ -
State Food Purchase Appropriation S 19,688 S 22,688 S 3,000

The 2021/22 budget also included level funding for the components of the PA Farm Bill (see the list on the
following page).
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Agricultural Business and Workforce Investment
PA Business Development Center S 2,000 | S 2,000
PA Farm to School Grant Program S 500 | $ 500
Incentivizing Access to Meat Processing Inspections S 500 | $ 500
State-Level Specialty Crop Block Grant Program S 500 | S 500
Urban Agriculture Infrastructure S 500 | S 500
Agriculture & Youth Grant Program S 500 | S 500
Appropriation Farm Bill Components Subtotal| $ 4,500 | $ 4,500
Agriculture Linked Investment Program S 500 | $ 500
Conservation Excellence Grant Program S 2,500 | S 2,500
| [ Appropriation Farm Bill Components Subtotall § 3,000 [§ 3,000 |
PA Preferred*
PA Preferred Organic S 1,600 | $ 1,600
PA Preferred and Homegrown by Heroes Programs S 1,000 | $ 1,000
Appropriation Farm Bill Components Subtotal| $ 2,600 | $ 2,600
Agricultural Preparedness & Response
PA Rapid Response Disaster Readiness Account S 3,000 | S 3,000
Appropriation Farm Bill Components Subtotal| $ 3,000 | $ 3,000
Agricultural Excellence*
Center for Animal Agriculture Excellence S 1,000 | $ 1,000
Appropriation Farm Bill Components Subtotal| $ 1,000 | $ 1,000
$ $

PA FARM BILL BUDGETARY COMPONENTS 14,100 14,100

PA FARM BILL NON-BUDGETARY COMPONENTS

. Resource Enhancement & Protection Tax Credit (REAP)* S 3,000 | S 3,000

PA FARM BILL NON-BUDGETARY COMPONENTS $ 3,000 $ 3,000
PA FARM BILL 2021/22 COMBINED COMPONENTS $ 17,100 $ 17,100

*Only components of the PA Farm Bill displayed, not entire appropriation or tax credit

TRANSPORTATION

The Motor License Fund (MLF) revenues have rebounded for the most part, after being dealt a major blow in
2020/21. As pandemic mitigations decreased, travel resumed and consequently led to a rise in MLF revenues.
The 2021/22 budget provides for an increase of $125.78 million, or 7.7 percent, over 2020/21. The majority of MLF
programs, saw increases in relation to 2020/21:

= Highway Safety & Improvement - $20 million increase
0 Plus, an allocation of $279 million in American Rescue Plan Act (ARPA) funds through the
Coronavirus Capital Projects Fund
= Highway Maintenance - $56 million increase
= Facilities Reinvestment - $11 million increase
= Driver & Vehicle Services - $17 million increase
*  Municipal Traffic Signhals - $30 million increase
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2021/22 MOTOR LICENSE FUND

PENNDOT STATE APPROPRIATIONS

(S amounts in thousands)

Available Enacted Enacted less Available
Appropriation 2019/20 2020/21 $ Chng | % Chng
General Government Operations
GGO S 63,900 | S 68,600 | S 4,700 7.4%
Welcome Centers S 4115|S 4,115 | S - 0.0%
General Gov't Operations Subtotal| $ 68,015 | $ 72,715 [ $ 1,479 2.2%
Safety Administration & Licensing
Driver and Vehicle Services S 208,403 | S 225834 (S 17,431 8.4%
Homeland Security - Real ID S 25901 (S 25,901 | S - 0.0%
Safety Admin & Licensing Subtotal| $ 234,304 | $ 251,735 ($ 17,431 7.4%

State & Local Hwy/Bridge

CRIMINAL JUSTICE

A OTA

Highway Safety & Improvement $ 170,000 | § 190,000 | S 20,000 11.8%
Highway Maintenance S 840,546 | S 896,879 | S 56,333 6.7%
Highway Systems Technology & Innovation S 16,000 | S 16,000 | S - 0.0%
Reinvestment - Facilities S 5000|S 16,000 | S 11,000 220.0%
Municipal Roads and Bridges S 30,000 | S 30,000 | S - 0.0%
Local Road Maintenance & Constr Pmts S 239,816 | S 229,361 | S (10,455) -4.4%
Supplemental Local Rd Maintenance & ConstrPmts | § 5,000 | § 5,000 | S - 0.0%
Maintenance & Constr of County Bridges $ 5000|S$ 5,000 | $§ - 0.0%
Municipal Traffic Signals S 10,000 | S 40,000 | $ 30,000 300.0%

State & Local Hwy/Bridge Subtotal| $1,321,362 | $ 1,428,240 | $ 106,878 8.1%

The budget appropriates $2.7 billion to the Department of Criminal Justice. The vast majority ($2.1 billion) is for
state correctional institutions.

In 2020/21, the General Assembly appropriated federal CARES Act Coronavirus Relief Fund dollars to fund

Inmate Medical Care and State Correctional Institutions:

e S99 million for Medical Care
e $1.156 billion for State Correctional Institutions

This funding source shifted back to the state General Fund in 2021/22. After accounting for the 2020/21
Coronavirus Relief Funds, Medical Care was level funded and State Correctional Institutions had a $10 million,
or 0.5 percent, decrease in funding.

State Field Supervision received a $4.8 million increase and the Parole Board received a $262,000 increase.
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Major Department of Criminal Justice Appropriations

($ amounts in thousands) 2020/21 2021/22

Available Enacted Change Percent Change
General Government Operations S 44,268 (S 42,268 | S (2,000) -5%
Medical Care - State S 232,486 | S 331,486 | S 99,000 43%
Medical Care - CRF S 99,000 (S - S (99,000) -100%
Medical Care - Total S 331,486 | S 331,486 | S - 0%
Correctional Education S 41621(S$S 42597 |S 976 2%
State Correctional Institutions - State | S 936,532 | $2,083,044 | S 1,146,512 122%
State Correctional Institutions - CRF $1,156,647 | S - S(1,156,647) -100%
State Correctional Institutions - Total | $2,093,179 | $2,083,044 [ S (10,135) 0%
State Field Supervision S 141,527 | $ 146,356 | S 4,829 3%
Parole Board S 11,859 (S 12,121 | S 262 2%
Sex Offender Assessment Board S 6,582 | S 6,582 [ S - 0%

CRF: Federal Coronavirus Relief Fund

The appropriation for the Office of the Victim Advocate was eliminated as a line item in the budget in 2020/21
and is again eliminated in the current budget; the office will continue to exist, but will derive its funding
through the Department of Criminal Justice’s General Government Operations appropriation.

Act 59 (Senate Bill 411) finalizes the consolidation of the Department of Corrections and the Board of Probation
and Parole. In 2017, the two agencies combined operations through a memorandum of understanding (MOU),
but the merger was not enacted into statute until 2021. The department achieved approximately $12.1 million
in savings and operational efficiencies as a result of the MOU. It is estimated that the final passage of this
legislation will save the department $10.5 million through 2023/2024 due to increased capacity in the State
Drug Treatment Program (STDP) and a decline in overtime for transportation-related duties.

STATE POLICE

The General Fund appropriation for state police general government operations is $441.4 million. This amount
is $258.1 million, or 140 percent, more than 2020/21 and $168.1 million, or 61 percent, more than the governor's
executive budget proposal.

A portion of this increase is heeded to replace $226 in federal funding received in 2020/21 through the CARES
Act Coronavirus Relief Funds. After accounting for Coronavirus Relief Funds, General Government Operations
increased by $32.1 million from 2020/21. This amount is needed to cover the legislatively mandated decrease in
state police use of the Motor License Fund.

A significant portion of the increase over the governor's executive budget proposal is because the governor's
proposed fee on all municipalities for state police coverage of $168 million was not enacted. Additional state
funding was appropriated in lieu of the proposal.

Pennsylvania State Police: General Government Operations

($ amounts in thousands) 2020/21 2021/22 2021/22 |Enacted Less| Enacted Less
Available [Executive Budget| Enacted 2020/21 |Executive Budget
General Government Operations | $183,253 | S 273,338 | $441,366 | S 258,113 | S 168,028
Coroniavirus Relief Fund $225,970 | $ - S - S (225,970)( S -
Total GGO $409,223 | S 273,338 | $441,366 | S 32,143 | S 168,028

The Pennsylvania Instant Check System (PICS) provides instant background checks for sales and transfers of
firearms through licensed dealers. PICS is primarily funded by two sources: the Firearms Records Check Fund
and a General Fund appropriation for gun checks. The General Fund appropriation is level-funded at 2020/21
amounts but is $1.3 million less than what was requested in the governor's executive budget proposal. For
2021/22, $3.8 million was appropriated from the Firearms Record Check Fund, an additional $677,000 over the
$2.5 million in the governor’s executive budget, to make up a portion of the difference.
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The Statewide Public Radio System was appropriated $7.0 million from the General Fund, a 42 percent
decrease from 2020/21. This was the amount requested in the executive budget proposal and is based on a
projected decrease in the maintenance costs for the statewide radio system and the projected completion of
the P25 radio system.

Law Enforcement Information Technology, Municipal Police Training, and the Automated Fingerprint
Identification System (AFIS) are all flat funded.

COMMISSION ON CRIME AND DELINQUENCY

The budget appropriates S11.4 million to the Pennsylvania Commission on Crime and Delinquency, a $1.8
million, or 18 percent, increase from 2020/21.

e $250,000 of this increase is for the Judicial Computer System Financial Audit Committee, established
in the Administrative Code. The purpose of this committee is to review the policy goals, purpose, and
annual revenues and expenditures of the system. The committee will submit a report to the chair and
minority chair of the Appropriations Committee of the House and Senate and the chair and minority
chair of the Judiciary Committee of the House and Senate by January 31, 2022. The committee will
expire on June 30, 2023,

e The remaining $1.5 million increase is for a pilot program in Philadelphia and Allegheny County to hire
additional assistant district attorneys designated as a Special United States Attorneys as part of the
Project Safe Neighborhoods program to exclusively prosecute certain firearms crimes.

Most federal appropriations to PCCD were level funded. The federal appropriations that saw changes are listed
in the table below.

2020/21  2021/22

PCCD Federal Appropration Changes Available Enacted Change Percent Change

Comprehensive Opioid Abuse Site-based Program | S 2,200 $ 5,000 | S 2,800 127%
Body Worn Camera Policy and Implementation S 1,000 S 2,000 (S 1,000 100%
Statistical Analysis Center S 300(S$S 400|S$ 100 33%
Criminal Identification Technology S 8000|S 10,500 | S 2,500 31%
Residential Substance Abuse Treatment Program S 1,400(S$ 1,700 S 300 21%
Assault Services Program S 600($S 700|S 100 17%
Justice Assistance Grants S 10,000 | $ 11,500 [ S 1,500 15%
Prosecutor and Defender Incentives S 160 | S 180 | S 20 13%
Project Safe Neighborhoods S 1,050(S$ 1,000 S (50) -5%
Crime Victims Assistance $130,000 | $120,000 | $(10,000) -8%
Second Chance Act - Juvenile Offender Reentry S 1,000 | S - S (1,000) -100%
NICS Act Record Improvement Program (NARIP) S 245 | S - S (245) -100%

(amounts in thousands)

In 2020/21, the Office of Safe Schools Advocate was shifted from the Department of Education to PCCD. The
Office of Safe Schools Advocate was flat funded in 2021/22.

New for 2021/22, $30 million was appropriated for Violence Intervention and Prevention Programs to be used
for Community Violence reduction programs. Community Violence Prevention Grants allow organizations like
YMCAs and Boys and Girls Clubs, as well as municipalities and businesses to address the gun and school
violence epidemics happening in neighborhoods across our commonwealth. In prior years, demand for grants
has eclipsed available funds. The $30 million appropriated in 2021/22 would exceed the amount requested in
2020/21 (89 grants requesting $21.2 million). Funding for this program was previously transferred from the
Judicial Computer System Augmentation Account.
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Examples of funded programs include:

e The Pittsburgh Bureau of Police Community Engagement Office used Community Violence
Prevention/Reduction funds to fund patrol officer participation in Youth Connections Programming,
develop and train Youth Advisory Council members, and provide Implicit Bias training to teachers and
staff of partner schools.

¢ The Temple University of the Commonwealth System of Higher Education used Community Violence
Prevention/Reduction funds to provide a trauma informed, evidence-based violence prevention model
that highlights a strong partnership between a high-risk public high school and the surrounding

neighborhood and community.

summary of School Safety and Security Fund 2018/19 2019420 2020/21 2021/22
Expenditures:
Guaranteed Minimum to 505 512,500,000 518,720,000 50 S0
Community Yiclence Prevention Grants 57,500,000 57,500,000 57,500,000 $30,000,000
Competitive Grants for School Entities 540,000,000 533,780,000 50 S0
COVID-19 School Health and Safety Grants S0 S0 5199 762,000 S0
COVID-19 Mon-public School Health and Safety Grants S0 50 57,500,000 S0
S55F Total Expenditures:  $60,000,000 560,000,000 214,762,000 $30,000,000
Rewvenues:
Transfer from the Personal Income Tax 515,000,000 545,000,000 50 S0
ludicial Computer System Augmentation Account 515,000,000 515,000,000 515,000,000 S0
Veto-Restored Legislative Funds 530,000,000 50 50 S0
Federal Coronavirus Relief Funding (CARES Act) S0 S0 5150,000,000 S0
Federal COVID ESSER-SEA funding 50 50 549,762,000
PCCD's Community Violence Appropriation S0 50 S0 530,000,000
$55F Total Revenues: 560,000,000 560,000,000 5214 762,000 530,000,000

Support for grants to local criminal justice agencies and non-profits are all level funded. This includes programs
to divert low-level offenders from incarceration, support drug courts, and provide for victim services.

JUDICIARY

This budget appropriated $355.4 million to the judiciary for 2021/22. With the exception of a small federal
funding increase for the Supreme Court of $180,000 and salary and expenses increases of $37,000 and
$88,000 for the Judicial Conduct Board and Court of Judicial Discipline respectively, all appropriations are at
the same level as 2020/21. Funding for the judiciary has remained relatively flat for several fiscal years.

The Fiscal Code eliminated the $15 million transfer from the Judicial Computer System Augmentation Account
to the School Safety and Security Fund. The elimination of this transfer averted the pending shutdown of the
Common Pleas Case Management System (CPCMS).

The Fiscal Code did not extend the two Act 49 surcharges that are set to expire on December 31, 2021.

JUVENILE COURT JUDGE'’S COMMISSION

The JCIC was appropriated $2.98 million for 2021/22. This is the same amount that was appropriated in 2020/21
and matched the governor's proposed executive budget. Grants for juvenile probation services are level funded
at $18.9 million.

EMERGENCY MANAGEMENT AGENCY

The budget appropriated $2.8 million to PEMA for General Government Operations, a 21 percent decrease in
funding from 2020/21. Of this decrease, $2.0 million was for nonrecurring program costs.

The Office of the State Fire Commissioner was nearly flat funded, with just a $30,000 decrease.
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State funding for Disaster Relief was unnecessary due to updated disaster relief requirements and a Federal
Emergency Management Agency (FEMA) match increase from 75 percent to 100 percent of eligible costs.

Under the Executive Offices, $5 million of American Rescue Plan funds were appropriated as a transfer to the
Emergency Medical Services Operating Fund.

MILITARY AND VETERANS AFFAIRS

This budget slightly decreased total appropriations for the Department of Military and Veterans Affairs.
However, this decrease was mostly concentrated in the agency’s General Government Operation appropriation,
which was reduced by $6.2 million, or 19 percent. This decrease reflects the completion of the department’s
P25 radio upgrade project.

Funding for the commonwealth’s six veterans’ homes, conversely, increased by $8.3 million, or 8.3 percent. This
increase compensated for reduced federal appropriations for operational costs as well as continued investment
in the rollout of a new adult day health care program at the Southeastern Veterans Center.

ROW OFFICES

Two of the three row offices - the Auditor General and the Treasurer - saw substantially increased
appropriations for general government operations in this budget, while the Attorney General received a minor
increase.

General Government Operations (millions) FY 2020/21 FY 2021/22 S Change % Change

Attorney General $46,657 $47,408
Auditor General $35,681 $38,341 $2,660 7.5%
Treasury $35,715 $37,206 $1,491 4.2%

The governor line-item vetoed part of the General Government Operations appropriation for the Auditor
General, reducing the amount from $41.441 million within the bill to the approved amount of $38.241 million.

This partial veto of the appropriation by $3.1 million was made to ensure that those funds could not be used to
establish a Bureau of Election Audits. The creation of such a bureau was included in HB 1300, an election code
bill that was also vetoed by the governor.

The budget included only minor increases or decreases for most other appropriations within the three row
offices. Within the Office of the Attorney General, Drug Law Enforcement received a small increase of $401,000,
or 0.8 percent, and the Joint Local-State Firearm Taskforce - a collaborative effort of the OAG, the Philadelphia
Police Department and the Philadelphia County District Attorney's Office - received an increase of $300,000,
or 4.4 percent.

The budget also includes $500,000 for the Auditor General to conduct special financial audits of a number of
Medical Assistance programs within the Department of Human Services.

PENNSYLVANIA HOUSING FINANCE AGENCY

Federal funds in the amount of $350.4 million and Fiscal Code language were included in the budget
package to create the Homeowners Assistance Grant Program in Pennsylvania. The funding was provided to
states in the ARPA to prevent mortgage delinquencies and defaults, foreclosures, loss of utilities or home
energy services, and displacement of homeowners experiencing financial hardship.

Additionally, Fiscal Code language was included in this budget package to establish a Construction Cost Relief
Program to support the production of developments by addressing financial deficiencies directly attributed to
the effects of the COVID-19 pandemic.
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APPENDIX -TAX CODE SUMMARY

Tax Topic Bills

Tax Code Summary - Act 25/House Bill 952

($ in millions)

Description

Effective

2021/22

2022/23

Technical Fix HB 273 Corrects a scrivener's error from Act | Immediately - S -
77 of 1986 to replace the word
"devises" with "demises" related to
the realty transfer tax.
Helicopter Sales tax exemption on software 60 days (1.6) S (2.2)
simulators and exclusively for use in helicopters
software sales and flight simulators, training
tax exemption Mmaterials and operational
documents, as well as the lease of
helicopters.
Multipurpose SB 325 Sales tax exemption on Jan.1,2022 (0.4) S (0.9)
agricultural multipurpose agricultural vehicles
vehicle sales tax used for broader farming purposes,
exemption such as trucks used for fence repairs
or ATVs.
Breast feeding Sales tax exemption for items Jan.1,2022 (1.2) S (2.9)
supplies sales manufactured to support or sustain
tax exemption breast feeding.
Crop insurance HB 1006 | Allows farmers the option to defer Tax year - S -
income proceeds from crop 2021
insurance by one year, in alignment
with federal law.
Electronic Requires electronic payment of Jan.1,2022 - S -
payment personal income tax for payments
threshold more than $15,000 (excluding
withholding payments). Penalty for
non-compliance capped at $500.
Federal HB 1059 | Conforms to federal filing Immediately - S -
conformity of Partially | requirements for small business
personal non-employee compensation to
income tax align with changes in 2020 related
forms to forms 1099-MISC and 1099-NEC.
Manufacturing SB 288 The deduction shall be applied toa | Tax year (23.9) S (50.4)
innovation and Partially | taxpayer's taxable income to 2021
reinvestment reduce the liability following the
deduction allocation and apportionment of
income instead of calculating
before the apportionment of
income.
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Tax Topic

Bank Shares tax
- mergers

Tax Code Summary - Act 25/House Bill 952
($ in millions)

Description

Technical clarification to define the
apportionment timing of assets in a
bank merger.

Effective

Immediately

2021/22

2022/23

Tax credit
integrity

HB 1303

Improves reporting and auditing
procedures for tax credits in
response to a 2019 grand jury
investigation into fraudulent use of
tax credits.

30 days.
Broker
registration
in 180 days

R&D tax credit

Moves application date from Sept.
15 to Dec. 1 and notification of
approval from Dec. 15 to May 1 of
the following year, as well as timing
changes related to the carryover
and reporting.

Immediately

Multifilm
production tax
credit

Gives special consideration for a
series of films produced over one to
four years. This is part of the current
film tax credit and does not
increase the overall program cap.

July 11,2021
or
immediately,
whichever is
later

Concert tour tax
credit

In response to COVID-19 shutdowns
of concerts, these changes allow for
unused tax credits to be utilized in
the future and allows for broader
use by qualified rehearsal facilities,
for streaming performances,
broadcasting companies and
personal protective equipment.

Immediately

Local Resource
Manufacturing
Tax Credit

Within the program cap, no more
than two taxpayers shall receive a
credit up to $6.67 million. The
remainder of the $26.67 million
program cap shall go to no more
than one taxpayer that makes a
capital investment of at least $1.0
billion and 1,800 new and
permanent jobs.

Immediately

KOEZ extension

5 year extension for a KOEZ in
Westmoreland County.

Immediately

- $ (4.0)
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Tax Topic

Tax Code Summary - Act 25/House Bill 952
($ in millions)

Description

Effective

2021/22

2022/23

KOEZ Changes the application date from | Immediately - S -
application Oct.1,2021 to Oct. 1,2022 and
requires the DCED to act on the
application by Dec. 31, 2022.
Mixed-use Increases the cap of the program Fiscal year (1.7) S (1.4)
development from $3 million to $4.5 million. 2021/22
tax credits
KlZ Application timing changes. Immediately
Housing tax Allows for a total of $10.0 millionin | Immediately (10.0) $ (10.0)
credit credits per year (ho more than $1.5
million per taxpayer) for qualified
low-income housing projects.
Table games tax Repeals the expiration of the Immediately 183 S 202
additional two percent table games
tax that was set to expire Aug. 1,
2021. This makes the additional two
percent tax permanent.
Computer Data | HB 952 Establishes a sales tax exemption Exemptions (14.0) S  (413)
Centers for computer data center begin Jan.1,
equipment purchases. Repeals the | 2022
current refund program, which is
capped at $7.0 million (as of Dec. 3],
2021).
Bad check fees Reduces the maximum fee for bad | 120 days - S -
checks for tax payments to $100
instead of $1,000. The minimum fee
remains $25.
Total (33.9) $ (929)
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