Dear Friend:

s we work on the state
budget for 2009-10,
Pennsylvania faces
some serious challenges. On
February 4, Governor Rendell
made his budget proposal to
a joint session of the General
Assembly. Over the next sev-
eral months, the Senate and
the House will work together
with the Governor to craft a
final budget.

This newsletter examines
many aspects of the Gover-
nor’'s budget proposal. | hope
that you find this information
useful, and that you will share
your thoughts with me. Please
email dpileggi@pasen.gov,
or use the contact information
on the opposite side of this
newsletter. | look forward to
hearing from you.

Sincerely,

C%—w—‘L M\[
Dominic Pileggi

From State Senator Dominic Pileggi
SPRING 2009

— Current Budget Shortfall -

Revenues in the current fiscal year are falling far short of what the
Governor projected when he signed the budget in July 2008. As of the
end of February, Pennsylvania has a deficit of nearly $1.3 billion. The
Senate Appropriations Committee expects the deficit to increase to at
least $2.3 billion by the end of the fiscal year in June.

Nearly every category of tax collection is below estimate, including corpo-
rate taxes, the personal income tax, the sales tax, and the gasoline tax.

Proposed Budget Cuts

The budget proposal laid out by the Governor includes reductions in
427 line items, including:
e Cutting funding for acute care hospitals by $24.5 million.
e Closing the Scotland School for Veterans’ Children, a $10.5 million line item.
e Closing the Scranton State School for the Deaf, a $7.3 million line item.
e Cutting state funding for hospital burn centers by $5.5 million.
e Cutting state funding for libraries by $4.2 million.
e Eliminating state museum assistance grants, saving $3.8 million.
e Eliminating state funding for public television, saving $3.8 million.

Proposed Tax Increases

In his budget proposal, the
Governor proposed several tax
increases, including:

e Allowing counties to impose an
additional 1-percent sales tax.
This is already done in
Philadelphia and Allegheny
counties.

e A new 2-percent tax on all Man-
aged Care Organization (MCO)
health insurance policies.

e A new tax on the extraction of nat-
ural gas within Pennsylvania.

e An additional 10-cent tax on each
pack of cigarettes.

e A new tax of 36 cents per ounce
for smokeless tobacco, and the
equivalent of 36 cents per 10 ci-
gars and cigarillos.

e Eliminating the one-percent dis-
count given to retailers for collect-
ing and remitting the sales tax.




Federal Stimulus Funds

Pennsylvania is scheduled to receive approximately $16
billion from the federal stimulus package, officially known
as the American Recovery and Reinvestment Act. The Com-
monwealth has established a website for the public to track
and review how these federal funds are spent:
http://www.recovery.pa.gov

Basic Education

Basic Education Subsidy: 7-Year Increase
FY 2003-04 to FY 2009-10 (Proposed)
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The basic education subsidy provides state funding to all
500 Pennsylvania school districts for general operating pur-
poses. Between fiscal year 2003-04 and 2008-09, this ap-
propriation increased by $1.5 billion, or 36.2 percent. The
Governor’s proposal for 2009-10 includes a $300 million,
or 5.4 percent, increase.

Special Education

Special Education Subsidy: 7-Year Increase
FY 2003-04 to FY 2009-10 (Proposed)
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The special education subsidy provides state funding to
assist school districts in meeting the educational needs of
students with disabilities. Between fiscal year 2003-04 and
2008-09, this appropriation increased by $152.5 million,
or 17.4 percent. The Governor’s proposal for 2009-10
would provide a little more than $1 billion, the same
amount provided in 2008-09. However, the federal govern-
ment is providing approximately $425 million in additional
funding for special education in 2009-10.

Largest Departments

In the Governor’s $28.97 billion budget
proposal, these five departments would re-
ceive the largest appropriations:

Department of Education ...... $11.0 billion
Department of Public Welfare . .. .$9.6 billion
Department of Corrections ... ... $1.8 billion
Department of Aging .......... $1.3 billion

Department of the Treasury ....$993 million

Combined, those five departments account
for more than 85 percent of the state budget.

Largest Line Items

The five largest line items in the Governor’s
budget proposal are:

Basic Education Funding . .. ... .. $5.9 billion
Medical Assistance —

Capitation ............... $2.8 billion
State Correctional Institutions .. .$1.5 billion
Long-TermCare .............. $1.1 billion
County Child Welfare .......... $1.1 billion

Budget Hearings Online

One of the first steps in the budget
process is a series of public hearings held by
the Senate Appropriations Committee to ex-
amine the Governor’s proposals in detail.
You can watch this year’s budget hearings,
or read summaries, here:

http://tinyurl.com/budget-hearings

Newsletters by Email

If you would like to receive these newslet-
ters via email rather than postal mail, con-
tact me at dpileggi@pasen.gov or call
my office at (610) 358-5183.
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