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Introduction 
A small group of House Republicans presented a plan last week to close the budget gap primarily through cuts 
that would have significant consequences for our citizens and businesses, our economy and our environment. In 
many cases, the cuts would translate to local tax increases. In a scramble to assemble votes, Republicans have 
posted many different amendments since then representing various combinations of their initial proposal.  
 
The most glaring weakness is the continued refusal of House Republicans to face and fix a chronic recurring 
structural deficit, a problem largely of their own creation as they have repeatedly postponed real solutions, year 
after year, since the Great Recession. 
 
Major changes to generate money that are new to the House Republican’s plan include: 

• A form of tobacco securitization ($1 billion). 
• A new gaming proposal with no supporting detail that assumes an especially optimistic $225 million in  

revenue over the next nine months, a large portion of which would likely be nonrecurring if it is similar to 
prior proposals. 

This version of the House Republican plan embraces an especially risky and expensive counter to the tobacco 
securitization proposal passed by the Senate. Republicans call this tobacco “annuity liquidation” in the 
disingenuous attempt to rename a billion dollars in borrowing as a “sale.” It’s still a form of debt, but it is more 
costly. 
 
If approved, the Commonwealth Financing Authority would be tasked with directly managing the “sale” of a 
portion of revenue due to the commonwealth under the Tobacco Master Settlement Agreement (MSA). It is 
important to note that CFA program staff indicate that there is no precedent for a direct sale of future assets by 
the CFA, as outlined in the proposed language. Since this transaction is being repackaged as a “sale” rather than 
securitization, the discount rate (cost) on the pledged revenues would be even higher. 
 
And now they want to involve the pension funds by requiring them to submit bids on the revenue streams in 
question. If the pension systems (SERS and/or PSERS) become the investors purchasing the commonwealth’s 
tobacco settlement revenues, this would make an irresponsible proposal even more inexcusable, especially after 
the recent progress made towards fully funding our pension systems. 
Selling our tobacco payments would reduce the money available for health-related programs that protect and 
promote Pennsylvanians’ health needs.  
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The programs likely to have their funding severely cut, if not entirely eliminated, are the grant programs that rely 
exclusively on tobacco payments as their revenue source: CURE research program, hospital uncompensated care 
payments, and smoking cessation programs. There could also be deep cuts in the funding for the following 
Medicaid programs supported with tobacco revenue:  nursing home care, community-based services, and health 
care coverage for disabled workers. Two months after the due date for a full budget package is not the time to 
put forward a package this irresponsible, and then ask for a quick turn-around vote on budget cuts of this 
magnitude. At a minimum, Pennsylvanians deserve a full vetting of such a proposal and it goes without saying that 
the numbers should really add up. 
 
Altogether, it appears House Republicans have proposed the following to close the gap as shown in the table 
below. Most of this represents one-time, non-recurring funds. 
 

($’s in millions)  

One-time cuts to special funds $631 

A form of tobacco securitization $1,000 

Gaming $225 

An additional transfer from the Liquor Control Board $50 

Joint Underwriting Association transfer $200 

Money from court settlements (mostly already accounted for) $9 

Cuts to prior year budgets $190 

Statewide Judicial Computer System  Unknown 

 
 
The $630.5 million in raids from special funds are extreme These proposed cuts would impact a multitude of 
programs related to the environment, transportation, especially mass transit, agriculture, business and economic 
development, gaming, insurance and public safety.  
 
The attached spreadsheet (Appendix 1) details the amounts they plan to cut compared with other proposals. 
 
A questionable plug number is used to close the budget gap with no supporting detail – and while the amount is 
down from the initial plan, it remains especially ludicrous – $190 million in additional cuts to budgets completed 
in prior years with no explanation. This reduction is, quite simply, not possible. The governor has already identified 
$210 million in prior year spending reductions (lapses) to help balance the 2017/18 budget. There is no way to cut 
funding or miraculously find an additional $190 million from prior years to reach $400 million. 
 
An additional transfer of $50 million (up from $25 million in the prior proposal) from Pennsylvania Liquor Control 
Board profits needs board approval and could be denied if the PLCB determines profits are not available from a 
cash flow perspective. If the board approves a higher-than-anticipated transfer, this could have a negative fiscal 
impact in the following year. Taking additional profits to balance the budget merely shifts revenue from a future 
year. While the plan indicates “future reforms,” no details have been provided and, therefore, it is uncertain 
whether such reforms would actually be enacted and generate such revenue.  
 
As with prior versions, even if the cuts that Republicans propose were advisable, most of the purported “savings” 
would provide a one-time boost to the General Fund and disappear the next year, leaving in place Pennsylvania’s 
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chronic, recurring deficit. Policy makers would then need to return just a few short months from now to rehash 
this same conversation and craft a new budget with the same problems for the upcoming budget year. 
 
Liquidity issues remain a concern. While the majority of state funds (general and special funds) are held in cash 
and cash equivalents, approximately 25 percent of special fund balances are invested in longer-term assets. These 
investments may be more difficult to liquidate and the early sale of these assets could potentially result in capital 
losses. While the Republican proposal envisions about $630 million in one-time transfers, it is still unclear whether 
the plan has properly considered the liquidity issues specific to each fund based on its investment profile. Liquidity 
constraints could further complicate an already problematic plan. 

Cuts to Special Funds Have Real Consequences 
The House Republican budget targets a multitude of programs and services supported by special funds that have 
consequences for individuals, businesses and the economy, local communities and the environment.  
 
In addition to these, it is worth noting that House Republicans propose a cut to substance abuse treatment and 
prevention, an especially foolhardy move in light of the current opioid epidemic.  

Transportation Related Programs 
Funds that support transportation related programs are cut by $125.5 million, and businesses, local communities 
and commuters should worry. 

Mass Transit 

Fifty million dollars in cuts to mass transit (Appendix 2), while smaller than previous proposals, are still contrary 
to common sense. When mass transit options go down, fares go up, traffic congestion swells, Pennsylvania 
intentionally intensifies its carbon footprint, and traditional transportation infrastructure deteriorates. This, 
especially, is a problem for businesses in terms of workforce and moving goods to market. It is hard to believe 
that in this century, politicians could be this shortsighted. 
 
The proponents of this plan appear to believe that current state funding practices force rural areas to subsidize 
mass transit. However, this is a misguided perspective because, conversely, urban areas subsidize low-volume 
roads and bridges in the vast rural areas of the commonwealth. This “us versus them” thinking not only does harm 
to our state’s more densely populated areas, it fails to achieve better outcomes for all Pennsylvanians. 

Multimodal Transportation Funds 

Fifty million dollars in cuts to multimodal transportation funds would hurt support for railways and airports, our 
ports and waterways and AMTRAK, among other transportation related projects. 

PA Infrastructure Bank 

Twenty-five million dollars in cuts threaten another self-sustaining lease-and–revolving-loan fund that supports 
transportation projects. 

Highway Beautification Fund 

Proposed cuts of $500,000 would force PennDOT to redirect funding from construction or maintenance activities. 

Environment and Agriculture 
Proposed cuts of $217 million, mostly to environment and agriculture related programs, threaten the people’s 
constitutional right to “clean air, pure water, and to the preservation of the natural, scenic, historic and esthetic 
values of the environment.” Under the environmental protection clause, “Pennsylvania’s public natural resources 
are the common property of all the people, including generations yet to come.” (Also, see Underground Storage 
Tank Indemnification cuts later in this document.) 
 

http://www.hacd.net/
mailto:HDAPPROPS@hacd.net


 
House Appropriations Committee (D)   717-783-1540                         www.hacd.net  HDAPPROPS@hacd.net 

House Republican Raid Overview: Budget Briefing 
September 21, 2017 - Page 4 

Given the Pennsylvania Supreme Court’s declaration this year that budget balancing raids on the Oil and Gas Lease 
Fund are an unconstitutional violation of the environmental protection provision, a reasonable person would 
advance with more caution before proceeding to slash and burn environmental programs.  
 
Furthermore, in recent years, the Environmental Protection Agency has repeatedly cited the commonwealth for 
noncompliance with numerous environmental statutes and regulations. Most notably, the EPA has warned 
Pennsylvania that staffing shortages (caused by years of weak state General Fund investment) and increased 
violations under the Safe Drinking Water program pose a real and serious danger to public health. 
 
We should be heeding the warnings of the EPA and investing in safe drinking water, clean air, and pollution 
mitigation. Instead, this proposal would only set us back further. 
 
The environmental and agricultural programs targeted for reduction will mean additional and costly quality of life 
and economic consequences. (The largest cuts are summarized below.) Additional cuts to other smaller programs 
would impact other environmental-related priorities like energy development, coal land improvement and solid 
waste disposal. Other cuts that would impact agriculture are separately discussed under the Racing Fund in this 
document. 

Keystone Recreation, Park and Conservation Fund 

Cuts of $50 million would hurt conservation, flood control and prevention, water treatment, jobs, tourism, 
recreation, and parks. Some non-environmental impacts will harm the Pennsylvania State System of Higher 
Education (PASSHE), libraries and historic preservation. 

Recycling Fund 

Proposed cuts of $70 million to programs supporting recycling of solid waste defy common sense. 

Environmental Stewardship Fund 

Republican demands to cut $70 million would effect a wide range of environmental activities, from acid mine 
drainage abatement and recovery of abandoned oil and gas wells, to preservation of agricultural lands and grants 
to counties and municipalities for parks and greenways. 
 
Major cuts to the Environmental Stewardship Fund would trickle down to impact other programs. For example, 
the Environmental Stewardship Fund provides funding to the Agriculture Conservation Easement Program. 

Industrial Sites Cleanup 

$10 million in cuts would stunt Pennsylvania’s ability to cleanup property contaminated by industrial activity. 

Business and Economic Development 
The idea of cutting $91.4 million here would impact numerous programs that have demonstrated a quantifiable 
return on investment in the areas of business and economic development across the commonwealth.  
 
These programs provide direct benefits to small businesses, innovative start-up enterprises, and distressed 
municipalities through low-interest loans and other assistance, thus supporting jobs and local communities 
throughout Pennsylvania. A large portion of the cuts would impact self-supporting, revolving loan funds – 
including those that were dramatically raided during the final year of the Corbett administration.  
 
Despite claims to the contrary, these cuts will significantly reduce and, in some cases, eliminate these economic 
development tools that help businesses stay competitive and keep talented people at work in Pennsylvania. The 
larger cuts are identified below. 

Machinery and Equipment Loan 

A $40 million cut proposal would threaten this self-sustaining, revolving loan fund, which offers low-interest loans 
to businesses that provide proven returns on investment. 
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Small Business First 

Proposed cuts of $11 million would effect this low-interest loan program that supports the acquisition of land, 
buildings, machinery and equipment as well as funds to support compliance with environmental regulations and 
recycling efforts. 

CFA New PA Venture Capital 

Proposed cuts of $15 million would impact programs that provide loans to venture capital companies located in 
historically underserved areas of the commonwealth. 

Ben Franklin Tech Development 

Proposed cuts of $5 million would threaten a program recognized as a catalyst for economic growth with large 
bipartisan support. Ben Franklin Tech Development provides access to capital, business expertise and a network 
of resources that fosters innovation, growth and success.  

Municipalities Financial Recovery Revolving Aid Fund 

Proposed cuts of $7 million would devastate this revolving loan fund, which provides emergency grants and loans 
to municipalities declared to be financially distressed. Since Act 47 of 1987, 30 municipalities have looked to this 
program to help navigate severe financial distress. 

Insurance 
$110 million in cuts to the insurance related programs outlined below would not make any sense.  

Underground Storage Tank Indemnification (STIF) 

$100 million in cuts would have significant consequences for the environment. This fund supports claims for repair 
of underground storage tanks containing diesel or fuel oil. Leaks obviously have huge ramifications. 

Insurance Regulation and Oversight 

Proposed cuts of $10 million would threaten the Department of Insurance’s operations and, if it is cut, the General 
Fund would need to step up with additional money. This fund already returns excess money to the General Fund. 

Public Safety 
$23.7 million in cuts to public safety would affect local police, probation programs, and even crime victims, as well 
as cutting into the Department of Corrections. The proposed cuts are described in detail below. 

Manufacturing Fund 

A $21 million transfer is proposed from the Department of Corrections’ Manufacturing Fund that operates as a 
self-sustaining manufacturing program and provides job training for inmates with no taxpayer support. Cuts would 
increase costs for the department and negatively affect the department’s mission to safely rehabilitate inmates. 

Justice Reinvestment 

The proposed $2.7 million transfer from the Justice Reinvestment Fund would take away from grants to local 
police, probation, and victim services. This would strip the “reinvestment” portion of Justice Reinvestment, 
increasing future costs for local criminal justice and state prisons. 

Statewide Judicial Computer System 

This proposal would transfer all unencumbered balances from the restricted revenue account for the Statewide 
Judicial Computer System, a comprehensive program of investments in IT infrastructure for the judicial and law 
enforcement systems throughout the commonwealth. Given the long-term planning required for these 
investments, the proposed transfer of all unencumbered balances would disrupt the roll out of new systems and 
hamper the work of judicial and law enforcement organizations at all levels of the commonwealth. 
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Gaming 
$37.8 million in cuts to gaming-related programs are proposed. Over the past two decades, Pennsylvania gaming 
has grown to a multi-billion dollar industry, second only to Nevada. Time and again, Republicans have pushed 
more and more gaming expansion. The revenue in the funds that Republicans are targeting is not taxpayer money 
and the taking of such would likely result in costly litigation from the gaming and racing industry. It is unbelievably 
confusing why they would now suggest the cuts outlined below. 

Racing Fund 

The proposed $15 million raid on the racing fund would take about half of its annual revenue and shut down 
racing, ultimately jeopardizing casino operations and hundreds of millions in statewide property tax relief 
generated by related profits. In addition to the casino industry, agriculture is significantly impacted as 
approximately 1,000 horse breeders and 2,500 owners benefit from these funds. The proposed transfer from the 
Racing Fund is not an unused balance.  
 
Department of Agriculture Secretary Russell Reading discussed his deep concerns for the agriculture industry in a 
Sept. 6 press release: “…We’ll be throwing the state’s racing industry into chaos, undermining all the bipartisan 
work we did two years ago to bring some stability and certainty there.” 

PA Race Horse Development Fund 

A $10.8 million cut to this fund would have a negative impact on the racing industry and will impact horsemen, 
breeders and purses.   
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Appendix 1
Dollar amounts in thousands

 Press Release 

 Moul 03321 

(Lite)   Moul A03320 

 HB 453 

A03375 

A. Transfers from Special Funds to General Fund

Business and Economic Development Subtotal 122,706$         122,706$         122,706$         91,406$           

Machinery and Equipment Loan 49,000$           49,000$            49,000$            40,000$           

Small Business First 25,000$           25,000$            25,000$            11,000$           

CFA New PA Venture Capital 15,000$           15,000$            15,000$            15,000$           

Ben Franklin Tech Development 12,000$           12,000$            12,000$            5,000$             

Rehabilitation Center Fund 10,000$           10,000$            10,000$            10,000$           

Municipalities Financial Recovery Revolving 7,000$             7,000$              7,000$              7,000$             

Local Govt Capital Project Loan 2,300$             2,300$              2,300$              2,000$             

Minority Business Development 2,000$             2,000$              2,000$              1,000$             

Job Training Fund 359$                359$                 359$                 359$                

Industrial Development 47$                   47$                    47$                    47$                   

Environmental and Agriculture Subtotal 354,278$         354,248$         354,248$         217,195$        

Key 93 100,000$         100,000$          100,000$          50,000$           

Recycling Fund 75,000$           75,000$            75,000$            70,000$           

Environmental Stewardship 72,700$           72,700$            72,700$            70,000$           

Hazardous Sites Cleanup 50,000$           50,000$            50,000$            ‐$                 

Ag Conservation Easement 27,000$           27,000$            27,000$            ‐$                 

Industrial Sites Cleanup 10,000$           10,000$            10,000$            10,000$           

Industrial Sites Environmental Assessment Fund 7,500$             7,500$              7,500$              7,500$             

Energy Development Fund 3,972$             3,942$              3,942$              3,967$             

Conservation District Fund 3,330$             3,330$              3,330$              2,506$             

Coal Lands Improvement 2,769$             2,769$              2,769$              2,000$             

Environmental Education 1,285$             1,285$              1,285$              500$                

Solid Waste Resource Recovery 448$                448$                 448$                 448$                

Cigarette Fire Safety 250$                250$                 250$                 250$                

State College Experimental Farm Fund 24$                   24$                    24$                    24$                   

Gaming Subtotal 31,200$           31,200$            31,200$            25,750$           

Racing Fund 27,000$           27,000$            27,000$            15,000$           

PA Racehorse Development Fund 10,750$           

Compulsive and Problem Gambling 4,200$             4,200$              4,200$              ‐$                 

Insurance Subtotal 120,000$         120,000$         120,000$         110,000$        

Underground Storage Tank Indemnification Fund (USTIF) ‐ Loan 100,000$          100,000$          100,000$         

USTIF ‐ Transfer 100,000$        

Insurance Regulation and Oversight 20,000$           20,000$            20,000$            10,000$           

Public Safety Subtotal 93,828$           93,828$            93,828$            23,735$           

911 Fund 40,000$           40,000$            40,000$            ‐$                 

Volunteer Companies Loan Fund 25,000$           25,000$            25,000$            ‐$                 

Manufacturing Fund 24,000$           24,000$            24,000$            21,000$           

Justice Reinvestment 4,828$             4,828$              4,828$              2,735$             

Transportation Subtotal 507,500$         507,500$         507,500$         125,500$        

Public Transportation Trust 357,000$         357,000$          357,000$          50,000$           

Multimodal 120,000$         120,000$          120,000$          50,000$           

PA Infrastructure Bank 30,000$           30,000$            30,000$            25,000$           

Highway Beautification 500$                500$                 500$                 500$                

Other Subtotal 42,663$           42,661$            42,661$            36,914$           

Banking Fund 25,000$           25,000$            25,000$            25,000$           
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 Press Release 

 Moul 03321 

(Lite)   Moul A03320 

 HB 453 

A03375 

Historical Preservation Fund 7,000$             7,000$              7,000$              4,000$             

Substance Abuse Education and Demand Reduction 5,000$             5,000$              5,000$              4,500$             

State Treasury Armory Fund 3,000$             3,000$              3,000$              750$                

PA eHealth Partnership 1,991$             1,991$              1,991$              1,992$             

State School Fund 672$                670$                 670$                 672$                

Transfers ‐ Total 1,272,175$     1,272,143$      1,272,143$      630,500$        
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