
December 2023
Financial Brief

                                                               166 days late, but Pennsylvania finally has a completed 2023-24 Fiscal Year Budget!
                                                               House Republicans' ability to stick together and fight for our principles resulted in
                                                               impressive budget wins, especially in education reform: we increased the                     
                                                               Educational Improvement Tax Credit (EITC) and Opportunity Scholarship Tax
                                                               Credit (OSTC) programs by $150 million, a significant victory for school choice,
                                                               while also providing more transparency with our state-related universities by holding
                                                               the line on approval of their funding. However, on the revenue side, concerns remain         
                                                               as General Fund revenues are falling short in most categories. While the Corporate
                                                               Net Income Tax continues to come in above estimate, the Department of Revenue
                                                               stated: “Corporation Tax collections in December are primarily Corporate Net
Income Tax (CNIT) estimated payments from tax year 2023, which is the first year of the CNIT rate phasedown. The
year-over-year growth rate of -12% is slightly larger than the effect from the 10% cut in the rate (to 8.99% from 9.99%).
This could imply that taxpayers had overpaid earlier in the year or that profits for 2023 were weaker than expected.”
Either scenario put forward by DOR is concerning for our fiscal health moving forward. 

 
                                                                                               Seth Grove, House Republican Appropriations Chairman  

House Republican Appropriations Committee
(717) 787- 1711                      www.PABudget.com                      245 Main Capitol

Message from Chairman Grove

General Fund Budget Overview
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Fiscal Year 2023-24 General Fund Revenues
Compared to the Official Estimate
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Fiscal Year 2023-24 General Fund Revenues
Compared to the Prior Year Collections
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Revenues Explained
General Fund collections of $3.70 billion in December were $69.6 million below the official monthly estimate. Non-Motor
Sales and Use Tax was the only major tax category to exceed the official monthly estimate for the month of December.
Year-to-Date (YTD) collections of $19.84 remain below the official estimate, deepening to $70.7 million.

Monthly collections fell below the collections of December 2022 by 8.5%. However, through the first half of the 2023-24
fiscal year, collections of $19.84 billion are 0.7% higher than they were at this time last fiscal year.

December 2023 monthly collections:
Total Tax Revenue collections fell short of the monthly estimate by $76.7 million and were below collections of the
prior year by $342.3 million, or 8.6%.
Total Corporation Taxes were below the monthly estimate by $50.4 million. 
Sales and Use Tax (SUT) non-motor vehicle collections reversed their recent trend and exceeded the monthly estimate
by $9.0 million. Similarly, SUT motor vehicle collections exceeded estimate by $104,000.
Personal Income Tax (PIT) annual and PIT quarterly estimated collections fell short of the monthly estimate by $8.2
million and $24.8 million, respectively. However, PIT withholding narrowly exceeded the monthly estimate by
$338,000.
Realty Transfer Tax collections fell short of the monthly estimate by $797,000.
Inheritance Tax collections exceeded the monthly estimate by $833,000.
Non-Tax Revenue collections of $55.5 million were above estimate for the month by $7.1 million, led by continued
strength of interest earnings which totaled $53.3 million, exceeding estimate by $24.5 million.

Fiscal Year-to-Date (YTD) collections through the month of December 2023:
Total Tax Revenue collections of $19.3 billion for the first half of the fiscal year are less than the YTD collections of
the prior fiscal year by $61.4 million, or 0.3%.
YTD Corporate Net Income Tax collections of $2.6 billion remain above estimate by $74.5 million. 
YTD SUT non-motor vehicle collections of $6.5 billion are above collection of the prior fiscal year by 1.0% while SUT
motor vehicle collections of $674.4 million are below collections of the prior fiscal year by 2.1%. 
YTD PIT withholding collections of $6.3 billion are above collectons of the prior fiscal year by 4.6%; however, YTD
PIT annual and YTD PIT estimated payments are below collections of the prior fiscal year by 9.7% and 18.6%,
respectively. 
Realty Transfer Tax YTD collections of $253.5 million through the month of December remain below estimate by
$14.4 million and are below collections of the prior fiscal year by 27.9%.
YTD Non-Tax Revenue collections of $553.7 million are above collections of the prior fiscal year by 59.7%. This is
largely attributable to the exceptional strength of interest earnings which total $374.6 million, which exceed
collections by $213.3 million, or 132.2% of the previous fiscal year.

December 2023 Revenue Collections

Total General Fund

 Estimate: $3.769 billion

Personal Income Tax

 Actual: $3.700 billion  Estimate: $1.286 billion  Actual: $1.253 billion

Total Corporation Taxes Sales Tax

 Estimate: $939.9 million  Actual: $889.5 million  Estimate: $1.167 billion  Actual: $1.176 billion 

Non-Tax Revenue All Other Taxes

 Estimate: $48.4 million  Actual: $55.5 million  Estimate: $328.3 million  Actual: $325.5 million
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All Spending information from Commonwealth Accounting System, Status of Appropriations Report.

Status of Appropriations

57% 52% 56%
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Budget Surplus

$ 6.46 billion

Rainy Day Fund

$ 6.12 billion

49 Days of Sunshine

Ledger 5 Expenditures 

$0

YTD Revenue Performance

-$70.7 million

Budget Policy Update 

Mid-Year Budget Update

As 2024 kicks off, we find ourselves halfway through the 2023-34 Fiscal Year. To date, General Fund revenues,
minus refunds, amount to $19.03 billion. Expenditures so far have reached $25.31 billion, which is 56% of the
enacted 2023-24 state appropriations. 

The economic outlook for the next six months is still very clouded. The Federal Reserve has kept the
benchmark interest rate at 5.33% as inflation has eased and now appears to be leveling out around 3%.
Unemployment has remained flat at 3.4% for three straight months.

With the economy showing no significant improvement, Pennsylvania faces a structural deficit that will only be
improved with substantial budgetary reform. In addition, there are also several emerging budget issues heading
into the 2024-25 fiscal year.
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Mid-Year Budget Update (continued) 
The Governor’s Office of Administration tracks personnel costs as a percentage of the budget. FY 2022-23
marked the first time this number increased since FY 2014-15. This is especially alarming as this calculation
includes federal dollars, which decreased in FY 2022-23. In FY 2021-22, personnel costs reached $8.6 billion,
which was 7.5% of the total budget; in FY 2022-23, this jumped to $9.1 billion, which resulted in 8.0% of the
budget.

Over the course of the former administration, the average salary for a state employee jumped from $53,843 to
$65,656. The average salary will be increased significantly over the next four years as Governor Shapiro signed
off on a 22.1% increase for AFSCME employees. Traditionally, this increase has also been applied to non-union
and management employees.

It is also important to remember that salary is only one part of the total costs for employees. The average cost
of benefits for employees in FY 2022-23 was $49,096, or 74.8% of the average salary. Taken together, that
equals a total compensation package of $114,752. Additionally, new contracts for the State Police and State
Corrections Officers have yet to be finalized. 

In FY 2022-23, the Commonwealth spent $372 million on overtime. Of that total, $170 million was spent by the
Department of Corrections, and $46 million was spent by the State Police alone. The Department of
Corrections already accounts for 6.4% of the budget, and the State Police budget continues to increase its
reliance on the General Fund as costs shift away from the Motor License Fund.

Another issue on the horizon is the Section 1115 Waiver. The PA Department of Human Services announced its
intention to submit a Section 1115 Medicaid demonstration waiver to address Health-Related Social Needs
(HRSN) and continuous Medicaid eligibility for specific populations. The waiver demonstration would be for
five years – January 1, 2025, through January 1, 2030. The application is subject to Centers for Medicare and
Medicaid (CMS) approval.

The demonstration would include four main components: Re-entry Supports, Housing Supports, Food and
Nutrition Supports, and Continuous Eligibility for Children aged 0-6. Section 1115 waiver demonstrations are
typically required to be budget-neutral for the federal government. CMS has allowed services that could
otherwise be enacted without Section 1115 waiver authority through a State Plan change to be exempt from this
requirement. DHS stated that all four components of this waiver application do not have to meet the traditional
budget neutrality requirement.

DHS does not anticipate cost savings in the current fiscal year for DHS and DOC from the waiver
demonstration due to the federal maintenance of effort requirement. This funding must supplement, not
supplant, current spending. Any “savings” would need to be reinvested.

We still need a complete picture of the financial impact of this waiver. While the goals of the waiver are
certainly areas that can be improved, it is still unclear why this proposal is the best path forward.

As we shift focus to the 2024-25 Budget, these concerns, plus the anticipated recommendation of the Basic
Education Funding Commission, may have significant impacts on the future direction of the Commonwealth.  
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