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General Fund Revenue Collections Are 0.8% Ahead of Last Year.
he 2015-16 Official General Fund
Revenue Estimate has been certified by the Governor at
$30,871,700,000; however, the monthly
distribution against which to compare
actual revenue collections is not expected to be released until later in January. The Official Estimate calls for
General Fund revenue growth of 0.9%.
Through the first half of the 2015-16 fiscal year, General Fund revenue collections are 0.8% ahead of last year.
For the fiscal year-to-date, total General Fund revenue is $101 million, or
0.8%, higher than FY 2014-15. Fiscal
Year 2014-15 included a $100 million Inheritance Tax windfall and over $200
million of one-time special fund transfers that did not occur in this fiscal year,
and this has the effect of boosting last
year’s revenues when compared with
this year’s. Total tax revenue for FY
2015-16 is 2.6% higher than it was
through December 2014. Excluding the
Inheritance Tax windfall from FY 201415, tax revenue collections in FY 201516 would be 3.4% more than last year
on an equivalent basis.
Total General Fund revenue for December 2015 was $2.73 billion, which
was $14.4 million, or 0.5%, more than
General Fund revenue collected in December 2014.
December 2015 corporation tax collections were $35.6 million, or 6.3%,
below last year. For the fiscal year-todate, corporation tax payments are
1.8% less than last year for the first half
of the fiscal year.
Sales and Use Tax (SUT) collections
were $20.1 million, or 2.5%, ahead of
last December. General SUT was above
last December by $22 million, or 3.2%,
while SUT on motor vehicles was $1.8
million, or 1.6%, below December 2014.
Year-to-date Sales and Use Tax are 2.9%
ahead of last year at this time. How-
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ever, the IFO’s FY 2015-16 revenue estimate calls for SUT growth of 3.5% over
the entire fiscal year. Therefore, after
the first half of the fiscal year, SUT collections are slightly off pace as compared with the IFO revenue estimate.
Personal Income Tax (PIT) collections
were $47.1 million, or 4.6%, above last
year. PIT from employers’ withholding
was $6.5 million, or 0.7% higher than
last year. Non-withheld PIT was $40.5
million, or 28.5%, higher than December 2014. Non-withheld PIT collections
were significantly higher in December
2015 due to what we believe could be
early deposits and quarterly returns
which would normally be due in January 2016. Total PIT collections during FY
2015-16 are 4.8% more than last year at
this time. The IFO revenue estimate
forecasted PIT revenue growth at 4.8%
for FY 2015-16.
Realty Transfer Tax (RTT) collections

for December 2015 were $7.3 million, or
18%, lower than last year for the month.
RTT is $32.4million, or 15%, higher than
last year through December. Inheritance Tax is $72 million, or 13.8%, less
than last year, which is a result of the
$100 million windfall received in October 2014. Table Games Tax is $2.4 million, or 5.1%, higher than last year
through the month of December. Cigarette Tax is 1.2% lower than last year,
but Liquor Tax is 3.8% higher than last
year through December. Capital Stock
and Franchise Tax (CSFT) collections
are 11.2% below last year at this time,
which is expected because of the continued phase-out of the tax. The CSFT rate
is zero for taxable years beginning in
2016.
Motor License Fund collections are
$107.8 million, or 9.2%, ahead of last
year at this time.

General Fund Revenue Collections
Fiscal Year 2015-2016
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Senate Sends Budget to Governor. Wolf Exercises Line Item Veto.
wo days before Christmas, and
with limited options, the Senate
sent a House of Representatives-passed budget to the Governor.
The spending plan totaled $30.26 billion and included $150 million in increased funding for basic education
and accountability block grants, $30
million for early education programs
and $30 million for Special Education.
This action was necessary because
the agreed-to “framework” budget
and associated policy initiatives encountered delays in the House of Representatives. On December 19th, the
House failed to advance the hybrid
pension reform plan by a vote of 52 to
149. The pension reforms are an integral component of the “framework”
agreement and are directly tied to
revenue enhancements necessary to
support the $30.78 billion “framework” budget. Senate Leadership has
been emphatic that, without pension
reform, there is no capacity in the
majority caucus to support increased
revenues.
In passing House Bill 1460, it was
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the Senate’s intent to provide the
Governor with a mechanism to allow
state payments to flow to school districts, non-profit and other service
providers and vendors. The Administration had indicated that systems
were in place to enable payments to
be processed almost immediately
upon enactment of spending authority.
On December 29th, Governor Wolf
exercised his line item veto authority
and reduced the spending contained
in House Bill 1460 by $6.86 billion (inclusive of funding for the state-related
universities which are non-preferred
appropriations and have not reached
the Governor’s desk). Presumably, the
Governor took this action to force the
General Assembly to return in the
New Year to complete the FY 2015-16
budget process and increase revenues
sufficiently to support the larger
“framework” spend. The Governor’s
vetoes include a $3.1 billion reduction
in funding for basic education, $939
million for state correctional institutions and nearly $2 billion in medical

assistance programs.
At the moment, we are uncertain
why the Governor item vetoed Corrections and Medical Assistance funding since those costs have been paid
during the impasse under the health
and safety exclusions. We suspect reducing these lines by 50% provides
cover to the Governor for his 50% reduction to Basic Education Funding.
The Governor also exercised his line
item veto on House, Senate and Government Support Agency appropriations to the same, disproportionate
level imposed by Governor Corbett.
Budgetary discussions continue,
and it is incumbent upon the House of
Representatives to advance a proposal that can gain the support of its
members, the Senate and the Governor.
Please see the chart beginning on
the next page for an itemization of the
specific line item amounts blue-lined
by the Governor. Non-preferred appropriations are highlighted in yellow.

Capital Stock and Franchise Tax Elimination
eginning January 1, 2016,
Pennsylvania’s Capital Stock
and Franchise Tax (CSFT) was
finally phased out after its elimination was first proposed in Act 23 of
2000 – more than 15 years ago.
The CSFT rate was reduced significantly in 1998 and 1999 during the
Ridge administration. The tax rate
was again reduced for 2000, and
under Act 23 of 2000, the CSFT was
scheduled to be completely phased
out for the year beginning January 1,
2009. However, the original phaseout schedule was delayed during the
Rendell and Corbett administrations.
Both Democrat and Republican administrations recognized the importance of eliminating this onerous tax,
but the timetable for the CSFT elimi-

B

nation was altered due to fiscal constraints. However, the eventual
phase-out was never entirely halted
during these years.
The CSFT dates back to 1844, and
it was imposed on corporations with
capital stock, joint-stock associations,
limited liability companies, business
trusts, and other companies doing
business within Pennsylvania. Domestic corporations were subject to
the capital stock tax while foreign
corporations were subject to the foreign franchise tax on capital stock
apportioned to Pennsylvania.
The CSFT was imposed on the
“capital stock value” of a company, as
derived by the application of a formula that considered a five-year history of book income and the value of

a company’s net worth. As a result,
there was often a disparity between
the tax owed and a taxpayer’s ability
to pay because a tax liability could
exist even though a business had a
loss in a given year or years. Furthermore, small businesses such as S
corporations and limited liability
companies were subject to this tax
even though they are pass-through
entities not subject to the Commonwealth’s corporate net income tax.
Companies having business activity both in-state and out-of-state
could apportion the tax using either a
single exempt assets factor or a three
factor apportionment, which included equally-weighted property,
payroll and sales factors.

Continued...
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By including property and payroll
in the three factor apportionment
formula, the amount of CSFT owed
would increase in relation to any increase in the amount of property
owned or used in Pennsylvania or
compensation paid to employees in

the state.
Because the CSFT had no direct
relationship to a company’s ability to
pay, and the fact that a company’s tax
liability would increase as a result of
expanding business operations in the
state, it was widely regarded as an

archaic and unfair tax on business
expansion and job creation, which
hurt the Commonwealth’s ability to
retain and attract businesses in a
global economy.
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General Fund
Year-to-Date Revenue Compared with Prior Year
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Oil and Gas Lease Fund
Year-to-Date Revenue Compared with Prior Year
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Appropriations Committee Monthly Revenue Report
REVENUE SOURCES
TOTAL - GENERAL FUND
TOTAL - NON-TAX REVENUE
TOTAL - TAX REVENUE
TOTAL - Corporation Taxes
Accelerated Deposits
Corp. Net Income
Cap. Stock & Franchise
Gross Receipts
PURTA
Insurance Premiums
Financial Institutions
Other Selective Bus. Taxes
TOTAL - Consumption Taxes
Sales and Use
General (net of transfers)
Motor Vehicle Sales
Cigarette Tax
Malt Beverage
Liquor
TOTAL - Other Taxes
Personal Income
Withholding
Non-Withholding
Realty Transfer
Inheritance & Estate
Minor & Repealed
Table Games

December 2015
Actual

December 2014
Actual

% Change vs.
Prior Year

YTD Actual

Prior
YTD Actual

% Change vs.
Prior Year

2,725,041,504
29,210,038
2,695,831,466

2,710,633,322
63,151,529
2,647,481,794

0.5%
-53.7%
1.8%

13,400,565,610
144,056,703
13,256,508,907

13,299,544,034
376,796,197
12,922,747,837

0.8%
-61.8%
2.6%

528,618,136
860,080
477,056,155
24,212,769
3,814,066
23,914
1,860,940
19,476,895
1,313,316
958,003,222
824,296,996
711,299,235
112,997,762
87,917,010
1,702,620
44,086,595
1,209,210,108
1,067,082,436
884,551,735
182,530,701
33,122,729
83,490,165
18,310,467
7,204,311

564,173,808
29,430,475
496,785,725
22,025,673
7,019,176
79,611
1,096,281
7,660,890
75,977
937,959,708
804,150,201
689,323,886
114,826,315
90,227,591
1,635,945
41,945,971
1,145,348,278
1,020,014,723
878,015,997
141,998,726
40,384,565
72,122,984
3,617,276
9,208,730

-6.3%
-97.1%
-4.0%
9.9%
-45.7%
-70.0%
69.8%
154.2%
1628.6%
2.1%
2.5%
3.2%
-1.6%
-2.6%
4.1%
5.1%
5.6%
4.6%
0.7%
28.5%
-18.0%
15.8%
406.2%
-21.8%

1,401,790,858
2,573,125
1,234,856,580
87,185,778
30,838,589
2,709,305
5,820,142
34,743,546
3,063,794
5,620,363,920
4,939,631,538
4,248,180,684
691,450,854
482,942,840
13,056,696
184,732,846
6,234,354,130
5,465,067,639
4,629,747,222
835,320,417
248,392,775
449,676,688
22,565,892
48,651,135

1,427,242,819
31,055,930
1,226,891,852
98,193,846
36,394,480
2,055,574
3,506,045
27,510,903
1,634,189
5,481,602,748
4,802,194,216
4,124,954,846
677,239,370
489,020,781
12,456,343
177,931,407
6,013,902,271
5,213,794,325
4,502,050,138
711,744,188
215,993,196
521,686,860
16,149,576
46,278,314

-1.8%
-91.7%
0.6%
-11.2%
-15.3%
31.8%
66.0%
26.3%
87.5%
2.5%
2.9%
3.0%
2.1%
-1.2%
4.8%
3.8%
3.7%
4.8%
2.8%
17.4%
15.0%
-13.8%
39.7%
5.1%

