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sentiment that corporations,
having boosted profits by
slashing payrolls, are doing better than individuals at this stage
of the economic “recovery”.
The Realty Transfer Tax was
below estimate by $5.3 million,
or 18.6%, for the month. The
Realty Transfer Tax collections
reflect continuing weakness in
the housing market.

Sales and use tax collections
were above estimate for the
month by $8 million. Nonmotor SUT was actually below
estimate by $6.7 million for the
month, but SUT on motor vehicles was over estimate by $14.7
million.
It is encouraging to see a
nearly $70 million surplus for
the month, but the inconsistent

revenue collection patterns
amongst the tax categories and
sub-categories indicate that it
may be too early to declare
victory.
Motor License Fund
collections were $1.7 million
below estimate for the month of
September. The Motor License
Fund is $35.5 million above estimate for the year.

Governor to Issue $1 Billion in Tax Anticipation Notes
he Administration issued
a Preliminary Official
Statement on September
27, 2010 indicating that it
intends to sell $1 billion of Tax
Anticipation Notes (TAN’s) on
or about October 12, 2010.
TAN’s are short-term debt securities issued by the Commonwealth in anticipation of future
general fund revenue collections. TAN’s are issued for cash
flow purpose and are payable
from and secured by the pledge
of General Fund revenues.
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The Preliminary Official
Statement indicates that the
Commonwealth is
issuing the TAN’s to provide
cash to the General Fund to
permit disbursements to be
made in accordance with statutory payment dates and to
allow timely payment of
payrolls and other operating
costs in advance of the receipt
of general revenues to the
General Fund. The TANs are
necessary to fund operating

cash shortfalls due to differences between the timing of tax
receipts and disbursement
schedules.
The Tax Anticipation Notes
are being issued pursuant to
Article VIII of the Constitution
and the TAN Act. Under the
TAN Act, all tax
anticipation notes issued must
mature within the fiscal year of
issue and are secured by the
general revenues accruing to
the General Fund. In addition,
the TAN Act specifically appropriates general revenues
sufficient to pay principal and
interest.
Repayment of the TAN’s is
scheduled to occur as follows:
May3, 2011 $125 million
May 27, 2011 $250 million
June 17, 2011 $250 million
June 30, 2011 $375 million
The TAN’s are set to be repaid during the months of May
and June. March, April and
June are the three most produc-

tive months for state tax collections. Although the Commonwealth’s expenses accrue
regularly throughout the fiscal
year, the timing of
revenue receipts does not necessarily match these expenses.
Only 42% of General Fund
revenues are expected to be
received during the first six
months of the fiscal year, while
58% will be received in the
second-half of the year.
Therefore, the repayment
schedule is designed to provide
the Commonwealth with
spending flexibility during the
portion of the fiscal year when
revenue receipts are relatively
low, while providing for repayment after the state coffers are
replenished during the last few
months of the fiscal year.
During Fiscal Year 2009-10,
the Commonwealth issued tax
anticipation notes for the first
time since 1998. The amount of
TAN’s issued in FY 2009-10 was
$800 million.
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First Refunding Issue of 2010 is Postponed
he Administration’s
proposed October 6th issuance of approximately
$386 million of general obligation refunding bonds was
cancelled on October 5th due
to rising interest rates. The
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Administration intended to
issue the bonds in order reduce
debt service payments related
to four separate previous
issuances of Commonwealth
debt. However, rising yields in
the bond markets led Pennsyl-

vania to postpone the sale of
the refunding bonds. According to the Governor’s Office,
the proposed refunding was no
longer “economical” at the
higher interest rates.

State Tax Revenues Slowly Recovering
report issued recently
by the Nelson A. Rockefeller Institute of Government notes that state tax
revenues are slowly rebounding nationwide. Preliminary
tax collection data for the
April-June quarter of 2010
show improvement in overall
state tax collections as well as
for personal income tax and
sales tax revenue. Pennsylvania’s General Fund tax collections bear this out, as April
through June of 2010 saw tax
revenues increase by 7.7% over
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tax collections in the same
quarter of 2009. However,
Pennsylvania tax collections
during the second quarter of
2010 remain 10.2% below tax
collections during the same
quarter of 2008.
The Rockefeller Institute’s
compilation of data from 47 reporting states shows that collections from major tax sources
increased by 2.2% in nominal
terms compared to the second
quarter of 2009, but was 17.2%
below the same period two
years ago. In both instances,

Pennsylvania’s tax revenue
picture looks brighter than the
average of the other states.
With revenues still below
pre-recession levels and uncertainty surrounding the national
economy, states face continued
uncertainty at best – with continuing budget challenges a
sure bet. The full report from
the Nelson A. Rockefeller Institute of Government can be
found on the web at
www.rockinst.org.

Upcoming Budget Events
October 13, 2010
All Commonwealth agencies, boards and commission are required to submit FY 2011-12 budget requests and
supporting documentation to the Governor’s Budget Office.
December 14, 2010
Governor’s Midyear Budget Briefing (tentative).
March 8, 2011
Governor’s FY 2011-12 Budget Address (tentative).
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General Fund Tax Collections
Fiscal Year 2010-2011
Revenue Comparison with Last Year
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General Fund Collections
Year-to-Date Revenue Comparison with Official Estimate
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Appropriations Committee Monthly Revenue Report

