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Once again, the Monthly Report
compares September’s rev-
enue collections against prior

year collections because an Official
Revenue Estimate has not been certi-
fied by the Budget Secretary. The lack
of an official revenue estimate is a di-
rect result of the Governor’s vetoes of
the General Appropriation and the
Stop-Gap Appropriation bills enacted
by the General Assembly in June and
September.

Total General Fund revenue for
September 2015 was $2.73 billion,
which was $156.2 million, or 6.1%,
higher than General Fund revenue
collected in September 2014. How-
ever, September 2015 included five
Wednesdays, which are large Per-
sonal Income Tax (PIT) collections
days, and September 2014 had only
four Wednesdays in the month. For
purposes of comparison, September
2015 revenue collections include an
“extra” $100 million relative to Sep-
tember 2014. Absent this mismatch
in the number of large PIT collections
days, September 2015 revenue collec-
tions would have been about $50 mil-
lion, or 1.9%, higher than September
2014. This same issue has an effect on
the fiscal year-to-date revenue collec-
tions comparison between the first
quarter of 2015 and the first quarter
of 2014. The period from July 2015
through September 2015 included 14
large PIT collection days (i.e.
Wednesdays), but the period from
July 2014 through September 2014
included only 13 Wednesdays.

For the fiscal year-to-date, total
General Fund revenue is 1.8% higher
than FY 2014-15. Fiscal Year 2014-15
included over $200 million of special
fund transfers made in July 2014 that
did not occur in this fiscal year. This

Total General Fund Revenue for September 2015 was $2.73 billion
has the effect of boosting last year’s
revenues when compared with this
year’s. Excluding these transfers and
other non-tax revenues in the com-
parison shows that tax revenue col-
lections in FY 2015-16 are 5.1% more
than last year. However, after ac-
counting for the aforementioned mis-
match in the number of Wednesdays
during the first quarter of the fiscal
years, FY 2015-16 tax revenue collec-
tions would have been nearly 3.5%
ahead of last year through the first
quarter of the fiscal year.

The Independent Fiscal Office
(IFO) recently released the quarterly
distribution of its FY 2015-16 esti-
mate. Through the first quarter of the
fiscal year, the IFO had anticipated
total General Fund revenue collec-
tions of $6.662 billion. Actual General
Fund revenue collections through

September are $6.736 billion, or $74
million more than expected in the IFO
quarterly distribution. Therefore,
with one full quarter of the current
fiscal year on the books, General
Fund revenue collections appear to
be on track to meet expectations.

September 2015 corporation tax
collections were $22 million, or 4.1%,
below last year. September is an esti-
mated quarterly payment month for
corporate tax collections, and 2015
estimated quarterly Corporate Net In-
come Tax (CNI) payments were 10.7%
below 2014 payments. Similar pay-
ments related to the 2015 tax year will
be due again in December, and so the
relative weakness in this source of
revenue could materialize again later
in the fiscal year. Corporate Net In-
come Tax collections received from
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annual tax payments (mostly due
from the 2014 tax year) were $30.4
million, or 39.9%, more than Septem-
ber 2014, but these annual tax pay-
ments are less significant on the
future performance of CNI collections
during the remainder of the fiscal
year.

Sales and Use Tax (SUT) collections
were $5.7 million, or 0.7%, ahead of
last September, which is a slowdown
compared with collections received in
July and August. General SUT grew
by $5.6 million, or 0.9%, over last
September, while SUT on motor vehi-
cles was $175,000, or 0.1%, more than
September 2014. Sales and Use Tax
collections so far during FY 2015-16
are 2.5% ahead of last year at this
time. However, the IFO’s FY 2015-16
revenue estimate calls for SUT
growth of 3.5% over the entire fiscal
year. Therefore, after the first quarter
of the fiscal year, SUT collections are
slightly off pace as compared with the
IFO revenue estimate. Because Sales
and Use Tax collections make up ap-
proximately 32% of all General Fund
revenue collections, a small difference
in SUT revenue growth has more
overall impact on revenue collections

than larger differences in other tax
types such as Corporate Net Income
Tax, which makes up only about 9%
of General Fund revenues.

Personal Income Tax (PIT) collec-
tions, which make up the largest
source of General Fund revenue at
approximately 41% of the total, were
$162.8 million, or 16.0%, ahead of last
year. After accounting for the fifth
Wednesday, PIT withholding would
have been about 2.9% higher than
last year instead of 17.8% higher.
Non-withheld PIT received from 
estimated quarterly payments was a
strong $37.2 million, or 11.4%, higher
than September 2014. Total PIT 
collections during FY 2015-16 are ap-
proximately 5.3% higher after adjust-
ing for the number of collection days.
The IFO revenue estimate forecasted
PIT revenue growth at 4.8% for FY
2015-16. Therefore, PIT collections
thus far this fiscal year are running
just ahead of the IFO forecast.

Combined, Personal Income Tax
and Sales and Use Tax collections typ-
ically make up almost three-quarters
of total General Fund revenue.
Through September 2015, combined
PIT and SUT collections are $14 mil-

lion higher than the forecasted collec-
tions included in the IFO’s quarterly
distribution of its revenue estimate.
After the first quarter of collections,
General Fund revenue appears to be
on track to meet the IFO forecast, but
it is important to note that the com-
bined PIT and SUT amounts are just
slightly ahead of projections.

Realty Transfer Tax (RTT) collec-
tions for September were just about
equal to last year’s, but RTT is $23.1
million, or 20.4%, higher than last
year through the first quarter, Inheri-
tance Tax is $15.4 million, or 7.3%,
more than last year, and Table Games
Tax is $1.7 million, or 7.6%, higher
than last year through the month of
September. Cigarette Tax and Liquor
Tax are just about on pace with the
IFO’s quarterly distribution. Capital
Stock and Franchise Tax collections
are 29.9% below last year at this time,
which is expected because of the con-
tinued phase-out of the tax. The CSFT
rate will be zero for taxable years be-
ginning in 2016.

Motor License Fund collections are
$26.6 million, or 4.1%, ahead of last
year at this time.
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Governor Vetoes Budget

The General Assembly has acted
upon and sent to the Governor
two budgets for Fiscal Year

2015-16. The first, House Bill 1192,
was a balanced, full-year budget that
provided increased investments in
education and other vital program
areas without increasing taxes. The
Governor vetoed House Bill 1192 in
its entirety within hours of it reach-
ing his desk. The total veto of a gen-
eral appropriation act is
unprecedented, and, prior to the
Governor’s veto of June 30, 2015, had

not occurred for more than 40 years.
The justification for the veto was es-
sentially that House Bill 1192 and its
companion legislation did not pro-
vide funding at the levels requested
by the Governor and did not enact a
massive tax increase to support the
Governor’s requested funding. 

The Governor’s veto left the Com-
monwealth without a spending plan
and unable to make payments to
school districts, colleges and univer-
sities, local governments, human
service providers and vendors doing

business with the Commonwealth.
Payments owed to school districts
are currently estimated to exceed
$1.7 billion.

The General Assembly, recogniz-
ing the severity and hardship result-
ing from a prolonged budget
impasse, in September, took the re-
sponsible step of approving a four-
month emergency budget to provide
temporary relief to the aforemen-
tioned entities and organizations
while budget negotiations continue.

Senate Bill 1000 provided $11.2
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billion in General Fund appropria-
tions (including $1.87 billion for the
Basic Education Subsidy), $24 billion
in Federal spending authority and
full funding for special fund appro-
priations. This legislation would have
provided immediate authority to
Commonwealth agencies to make
payments that are in arrears through
the first quarter of the fiscal year,
thus providing much needed fiscal
and cash flow relief to our providers.
On September 29th, the Governor
vetoed Senate Bill 1000 for the rea-
sons cited in his earlier veto of House
Bill 1192.

The Governor’s prolonging of the
budget impasse will have significant
consequences. Schools will experi-
ence increasing cash flow difficulties
and many will be forced to borrow
money to support operations. Those
that cannot obtain commercial loans,
may be forced to close. Similarly,
service providers may have to bor-
row funds, furlough workers or cur-
tail services. 

On the very day that the Governor
vetoed Senate Bill 1000, Auditor
General Eugene DePasquale released
a report indicating that 17 school dis-
tricts and two intermediate units had
to date borrowed more than $346
million to meet expenses and keep
classrooms open. The Auditor Gen-
eral indicated that interest and fees
on the borrowed education dollars
could reach $11.2 million.

All of these actions could have
been avoided had the Governor af-
fixed his signature to Senate Bill
1000. His approval of limited emer-
gency funding would have enabled
our schools and social service pro-
grams to continue operations while
discussions toward a final budget
agreement continue.

The graphics to the right illustrate
the timing of cash flow difficulties
that are anticipated to be experi-
enced by school districts and profiles
for certain school districts that are
representative of urban, suburban
and rural school districts.
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Governor WWolf’s September 30, 2015 ccomments on KQV radio that Republican 
fiscal policies over the past four years are causing the Commonwealth’s bond 
rratings to accelerate toward “junk bond” status aare completely unfounded.

TThe Commonwealth’s current bond ratings from the major rating aagencies are 
considered “high grade, investment grade” per the Official Statement for the Wolf 
AAdministration’s May 27, 2015 $$1.2 billion borrowing. 

Moody's S&P Fitch
Aaa AAA AAA Prime
Aa1 AA+ AA+
Aa2 AA AA High Grade

Investment Aa3 AA- AA-
Grade A1 A+ A+

A2 A A Upper Medium Grade
A3 A- A-
Baa1 BBB+ BBB+
Baa2 BBB+ BBB+ Lower Medium Grade
Baa3 BB- BB-
Ba1 BB+ BB+
Ba2 BB BB Non Investment Grade Speculative
Ba3 BB- BB-
B1 B+ B+
B2 B B Highly Speculative

Junk B3 B- B-
Caa1 CCC+ CCC+ Substantial Risks
Caa2 CCC CCC Extremely Speculative
Caa3 CCC- CCC-
Ca CC CC+

C CC
CC-

D D D

The Commonwealth's current bond ratings issued by the three major rating agencies are consideredy 
High Grade Investment Grade and are the foruth highest ratings possible under the industry ratings 
schedules.

The chart above clearly indicates that the Commonwealth's bond ratings are not approaching "junk 
bond" status as was indicated by Governor Wolf in his recent comments on KQV radio.

In Default with Little Prospect for Recovery

In Default

Current Commonwealth Bond Ratings
Commonwealth of Pennsylvania Official Statement
General Obligation Bonds - Second Series of 2015

May 27,2015

Debunking the “Junk Bond” Myth
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Oil and Gas Lease Fund
Year-to-Date Revenue Compared with Prior Year



October 2015 • Page 6

Appropriations Committee Monthly Revenue Report


