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COMMONWEALTH OF PENNSYLVANIA
OFFICE OF THE GOVERNOR

ZACHARY REBER
SECRETARY
GOVERNOR'S OFFICE OF THE BUDGET

December 18, 2025

To the Honorable Governor, Lieutenant Governor, Members of the General Assembly, and Citizens of the
Commonwealth of Pennsylvania:

We are pleased to present this Annual Comprehensive Financial Report (ACFR) of the Commonwealth of Pennsylvania
(Commonwealth) as of and for the fiscal year ended June 30, 2025. The Office of the Budget, Office of Comptroller
Operations, prepared this report, which includes the Basic Financial Statements, pursuant to the power vested in the
Governor under Section 701 of the Administrative Code and delegated to the Secretary of the Budget by Executive
Order No. 1984-3, dated October 11, 1984.

The Basic Financial Statements were prepared in conformity with generally accepted accounting principles (GAAP) as
prescribed by the Governmental Accounting Standards Board (GASB). We believe the financial statements are fairly
stated in all material respects and that they are presented in a manner designed to fairly report the Commonwealth’s
financial position, results of operations, and changes in net position/fund balances. All disclosures necessary to enable
the Governor, the members of the General Assembly, the public, and the financial community to fully understand the
Commonwealth’s operations and financial affairs have been included. Responsibility for the completeness and fairness
of the presentation, including all disclosures, rests with the Commonwealth of Pennsylvania, Office of the Budget,
Office of Comptroller Operations. The Commonwealth relies on its comprehensive framework of internal control in the
preparation of Basic Financial Statements. The Commonwealth has established a cost-effective system of internal
controls that is, however, subject to inherent limitations. As is in any system of internal controls, there is reasonable,
but not absolute, assurance as to the effectiveness of the internal control system.

The Commonwealth’s June 30, 2025 Basic Financial Statements have been jointly audited by the Department of the
Auditor General and CliftonLarsonAllen LLP, an independent public accounting firm. The independent auditors’
unmodified opinion is included at the beginning of the Financial Section of this ACFR. The auditors’ opinion provides a
reasonable basis for users to rely on the information that is included in the Basic Financial Statements.

Management’s Discussion and Analysis (MD&A), which precedes the June 30, 2025 Basic Financial Statements, provides
an overview of the Commonwealth’s financial position and activities thus helping readers understand the Basic
Financial Statements. This section immediately follows the auditors' opinion. In addition to the MD&A and Basic
Financial Statements, this ACFR includes: budgetary comparison schedules; combining fund financial statements; other
supporting schedules; narrative information describing individual funds; and statistical tables presenting financial
trends, revenue capacity, debt capacity, demographic and economic information, and operating information as
reported over the last ten fiscal years.

Commonwealth of Pennsylvania 5 Governor's Office of the Budget
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PROFILE OF THE GOVERNMENT

Pennsylvania, also known as the Keystone State, is one of only four Commonwealths in the United States. Pennsylvania
earns the title of Commonwealth as a result of its organization by the common consent of the people during colonial
times.

The Commonwealth of Pennsylvania provides a wide range of services to enhance the quality of life for its 13.1 million
citizens. The Commonwealth divides these essential services into seven broad program categories, consisting of
direction and supportive services, protection of persons and property, health and human services, public education,
economic development, transportation, and recreation and cultural enrichment. This programmatic approach enables
Pennsylvania to effectively serve its citizens.

The Commonwealth of Pennsylvania, aside from the defined primary state government, is also accountable for a
number of legally separate component unit organizations. The major discretely presented component units in
Pennsylvania include the Pennsylvania Turnpike Commission, the Pennsylvania Housing Finance Agency, the
Pennsylvania Higher Education Assistance Agency, the Pennsylvania Infrastructure Investment Authority, and the State
System of Higher Education. Although the Commonwealth does not directly control or operate these component unit
organizations, it is still financially accountable for them and, therefore, includes them in the Commonwealth’s financial
reporting entity and reports them separately within its government-wide financial statements. The Commonwealth of
Pennsylvania also accounts for two additional component unit organizations: the Commonwealth Financing Authority
and the Philadelphia Regional Port Authority. These organizations function as an integral part of the Commonwealth’s
primary government; therefore, their financial information is blended with the Commonwealth’s primary government
financial information.

The Pennsylvania government has three distinct branches: the legislative branch, the judicial branch, and the executive
branch. The legislative branch, comprised of the Senate and House of Representatives, develops and passes the
Commonwealth’s laws. The judicial branch, made up of the Pennsylvania Supreme Court as well as other specialized
courts, serves the Commonwealth by interpreting the laws put in place by the legislative branch. The executive branch,
consisting of the elected Governor, Auditor General, Attorney General, State Treasurer, and other appointed officials,
works to enforce the laws established by the legislative branch. With these three branches of the Pennsylvania state
government, an effective system of checks and balances is created. The Commonwealth’s principal leadership and
organization charts at June 30, 2025, are incorporated immediately following this letter.

GENERAL FUND

The General Fund, the Commonwealth’s largest operating fund, may be used to assess Pennsylvania’s financial position
and activities for the fiscal year ended June 30, 2025. It accounts for all revenues and other receipts that are not
required by law to be accounted for or deposited in special funds, and it accounts for a significant portion of
Commonwealth expenditures. Tax revenues, principally personal and corporate net income and sales and use taxes,
constitute approximately 96.9% of the General Fund budgetary basis state revenues.

BUDGET ADOPTION AND LEGAL COMPLIANCE
BUDGETARY COMPARISON SCHEDULE

A discussion of the Commonwealth’s annual budget process, budgetary compliance, and the legal level of budgetary
control are included and discussed in more detail in the Required Supplementary Information (RSI) immediately
following the Notes to the Financial Statements. The legally adopted budget provides statutory control over spending.
Under Commonwealth law, expenditures cannot exceed the amounts appropriated. Budgetary control is exercised by
specific line-item appropriations. The Budgetary Comparison Schedule, included as RSI, provides the original budget,
final budget, and actual budgetary results for the fiscal year ended June 30, 2025.

Commonwealth of Pennsylvania 6 Governor's Office of the Budget
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BUDGETARY BASIS GENERAL FUND BALANCE INCREASE/(DECREASE)
FIVE MOST RECENT FISCAL YEARS

The following table shows the General Fund’s year-end fund balance and increases or decreases on a budgetary basis at
the end of the five most recent fiscal years (amounts in millions):

Budgetary Basis General Fund Balance
Increase/(Decrease) Last Five Fiscal Years at June 30

Fiscal year Balance/Deficit Increase/Decrease
2025 S 4,156 S (2,550)
2024 (revised) 6,706 (1,454)
2023 (revised) 8,160 2,614
2022 (revised) 5,546 5,542
2021 (revised) 4 2,719

For the fiscal year ended June 30, 2025, General Fund expenditures exceeded revenues by $3,666. The budgetary basis
results for the fiscal year ended June 30, 2025 include revenue collections totaling $98,312, less appropriation
authorizations totaling $101,978, plus other net financing sources totaling $1,116 that includes prior year lapses.
Included in the $101,978 appropriation authorizations are $148 of state supplemental appropriations and $454 of
federal supplemental appropriations authorized for the fiscal year ended June 30, 2025 (amounts in millions).

ECONOMIC CONDITION

Pennsylvania’s economy reflects a mix of opportunities and challenges shaped by its diverse industries, strategic
location, shifting demographics, and evolving governmental policies. The real Gross State Product (GSP) is expected to
grow at an average annual rate of 1.5 percent through 2029. Personal income is expected to rise by 4.4 percent
annually over the same period.

Pennsylvania’s payrolls grew steadily in early 2024, with June seeing a 1.6 percent year-over-year increase, outpacing
the national average. The health care and social services sector drove much of this growth, supported by gains in
ambulatory care, social services, and nursing facilities. Leisure and hospitality also posted strong job increases, while
public-sector payrolls remain below pre-pandemic levels. Construction employment held steady despite high costs and
interest rates. Federal investments in infrastructure and industrial projects provided crucial support for the sector. The
professional and technical services industry, led by advancements in Al, automation, and biosciences, is a key growth
sector, with Pittsburgh emerging as an innovation hub fueled by the state’s numerous high-quality research
universities.

In the first half of 2024, Pennsylvania’s labor force grew by nearly 100,000 jobs, a 1.5 percent increase compared to the
previous year. This expansion supported job growth across various sectors, keeping unemployment steady in the mid-3
percent range. Unemployment is expected to rise in the coming years. Long-term issues such as an aging workforce,
slower population growth, retirements, and limited migration pose challenges. Rural counties continue to face
population declines.

Home prices in Pennsylvania have risen in recent years due to limited inventory, but the pace of growth is slowing. In
early 2024, the Federal Housing Finance Agency reported a 7.9 percent year-over-year increase in home prices, down
from 8.1 percent in late 2023. Single-family home construction remains subdued, but multifamily developments and
senior housing projects continue to grow.

Pennsylvania remains the nation’s second-largest natural gas producer, primarily from the Marcellus Shale. However,
growth in this sector has slowed, driven by a modest decline in natural gas production from previous years, as well as
plateauing pipeline capacity and challenges in expanding infrastructure. Coal production, while still significant,
continues to decline as demand wanes and energy policies shift. Nuclear energy also plays a vital role in the state’s
energy mix.

Commonwealth of Pennsylvania 7 Governor's Office of the Budget
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ECONOMIC CONDITION(continued)

In 2023, Pennsylvania’s exports hit a record $52.9 billion, led by chemicals, electronics, and machinery. Canada and
Mexico remain the state’s top trading partners. The strong export performance reflects Pennsylvania’s robust
manufacturing and high-tech industries, which continue to attract global demand.

Pennsylvania’s central location and access to major ports drive its transportation and warehousing sectors. The state’s
proximity to major population centers, along with strong infrastructure and connectivity, supports a booming logistics
industry. E-commerce growth has further boosted demand for warehousing and delivery services, especially in areas
like Allentown.

LONG-TERM FINANCIAL PLANNING

During fiscal year 2024-25, the Commonwealth continued its commitment to leading the nation in economic
competitiveness, innovation, and job creation by investing in key priorities that deliver real, tangible solutions to the
people of Pennsylvania. This budget prioritizes access to higher education and affordable housing, increases public
safety by funding additional state police cadet classes, and doubles resources for volunteer and career fire and
emergency medical service companies. In addition, this budget dedicates resources towards gun violence prevention
efforts, provides access to mental health resources, promotes agriculture innovation, invests in public transit and
infrastructure, and protects our environment.

Act 54 of 2024 (Fiscal Code) provided for the reallocation of unexpended, uncommitted, and unencumbered funds (as
of December 30, 2024), that were received under the American Rescue Plan Act of 2021 and appropriated from the
COVID-19 Response Restricted Account, to be utilized by the Department of Corrections. Act 54 also established the
Enterprise and Technology Restricted Account which will be utilized for the overhaul of the Commonwealth's
Accounting System.

As the Commonwealth plans for the 2026-27 fiscal year, agencies continue to prioritize sound budget planning. All
state agencies continue to think critically about the services they provide, pursuing additional efficiencies without
compromising the Commonwealth’s core responsibilities to residents.

To mitigate spending growth, the Commonwealth continues to monitor all agency expenditures and accountability of
program effectiveness. Hiring and spending are restricted to only those areas that are necessary to maintain the
Commonwealth’s health and safety programs and other core functions. In addition, agencies are urged to identify
inefficiencies created by outdated legislative mandates as well as regulatory changes to streamline program operations.

Updated projections of the Commonwealth’s financial activity and expenditures will be included in the Governor’s
Fiscal Year 2026-27 Executive Budget request, which will be available on February 3, 2026 via the Office of the Budget’s
website (https://www.pa.gov/agencies/budget/publications-and-reports/commonwealth-budget).

CERTIFICATE OF ACHIEVEMENT

The ACFR will be submitted to the Government Finance Officers Association of the United States and Canada (GFOA) to
determine its eligibility for the GFOA’s Certificate of Achievement for Excellence in Financial Reporting. The GFOA
awarded a Certificate of Achievement for Excellence in Financial Reporting to the Commonwealth of Pennsylvania for
its ACFR as of and for the fiscal year ended June 30, 2024. This represents the thirty-ninth consecutive year the
Commonwealth of Pennsylvania has received this award.

To merit a certificate of achievement, a government unit must publish an easily readable and efficiently organized ACFR
that conforms to GFOA standards and satisfies both generally accepted accounting principles and applicable legal
requirements. A certificate of achievement is valid for a period of one year only. We believe the ACFR of the
Commonwealth of Pennsylvania as of and for the fiscal year ended June 30, 2025 conforms to the GFOA’s award
criteria.
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\% CliftonLarsonAllen LLP

» CLAconnect.com

Department of the Auditor General
Commonwealth of Pennsylvania
Harrisburg, Pennsylvania 17120-0018

INDEPENDENT AUDITORS’ REPORT

The Honorable Joshua D. Shapiro, Governor
Commonwealth of Pennsylvania
Harrisburg, Pennsylvania

Report on the Audit of the Financial Statements

Opinions

We have jointly audited the accompanying financial statements of the governmental activities, the
business-type activities, the aggregate discretely presented component units, each major fund, and the
aggregate remaining fund information of the Commonwealth of Pennsylvania (the Commonwealth), as
of and for the year ended June 30, 2025, and the related notes to the financial statements, which
collectively comprise the Commonwealth’s basic financial statements as listed in the table of contents.

In our opinion, based on our audit and the reports of other auditors, the financial statements referred to
above present fairly, in all material respects, the respective financial position of the governmental
activities, the business-type activities, the aggregate discretely presented component units, each major
fund, and the aggregate remaining fund information of the Commonwealth, as of June 30, 2025, and
the respective changes in financial position, and, where applicable, cash flows thereof for the year then
ended in accordance with accounting principles generally accepted in the United States of America.

We did not jointly audit the financial statements of certain funds and component units of the
Commonwealth, which represent the indicated percent of assets and deferred outflows of resources
and revenues or additions as presented in the table below. Those statements were audited by other
auditors, including CliftonLarsonAllen LLP and the Commonwealth of Pennsylvania’s Department of the
Auditor General acting separately, whose reports have been furnished to us, and our opinions, insofar
as it relates to the amounts included for those funds and component units, are based solely on the
report of other auditors.

Percent of Opinion Unit's Total
Opinion Unit Entity Assets / Deferred Revenues /
Outflow of .
Additions
Resources
Business-Type Activities Tuition Payment Fund; State Stores Fund; Commonwealth Financing 57% 31%
Authority; Philadelphia Regional Port Authority
Major Proprietary Fund Tuition Payment Fund 100% 100%
Major Proprietary Fund State Stores Fund 100% 100%
Major Proprietary Fund Commonwealth Financing Authority 100% 100%
Commonwealth of Pennsylvania 16 Governor's Office of the Budget
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The Honorable Joshua D. Shapiro, Governor
Commonwealth of Pennsylvania

Percent of Opinion Unit's Total
Assets / Deferred

Opinion Unit Entity Revenues /
Outflow of Additions
Resources
Aggregate Discretely 98% 99%

Pennsylvania Turnpike Commission; Pennsylvania Housing Finance
Agency; Pennsylvania Higher Education Assistance Agency;
Pennsylvania Infrastructure Investment Authority; State System of
Higher Education; State Public School Building Authority;
Philadelphia Shipyard Development Corporation; Port of Pittsburgh
Commission; Pennsylvania Convention Center Authority; Thaddeus
Stevens College of Technology; Pennsylvania Higher Educational
Facilities Authority, Pennsylvania Health Insurance Exchange

Presented Component Units

Authority
Aggregate Remaining Fund | Philadelphia Regional Port Authority; State Employees' Retirement 89% 67%
Information System; Deferred Compensation Fund; Public School Employees'
Retirement System; Tuition Account Investment Program; INVEST
Program

Basis for Opinions

We conducted our audit in accordance with auditing standards generally accepted in the United States
of America (GAAS) and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States. Our responsibilities under those
standards are further described in the Auditors’ Responsibilities for the Audit of the Financial
Statements section of our report. We are required to be independent of the Commonwealth and to meet
our other ethical responsibilities, in accordance with the relevant ethical requirements relating to our
audit. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinions. The financial statements of the State System of Higher Education, State
Employees’ Retirement System, the Deferred Compensation Fund, the Public School Employees’
Retirement System, the Pennsylvania Higher Education Assistance Agency, the Pennsylvania Higher
Educational Facilities Authority, the State Public School Building Authority, the Port of Pittsburgh
Commission, the Pennsylvania Turnpike Commission, and the Philadelphia Regional Port Authority
were not audited in accordance with the Government Auditing Standards.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with accounting principles generally accepted in the United States of America, and for the
design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

In preparing the financial statements, management is required to evaluate whether there are conditions
or events, considered in the aggregate, that raise substantial doubt about the Commonwealth’s ability
to continue as a going concern for twelve months beyond the financial statement date, including any
currently known information that may raise substantial doubt shortly thereafter.

Auditors’ Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditors’ report that
includes our opinions. Reasonable assurance is a high level of assurance but is not absolute assurance
and therefore is not a guarantee that an audit conducted in accordance with GAAS and Government
Auditing Standards will always detect a material misstatement when it exists.

Commonwealth of Pennsylvania 17 Governor's Office of the Budget
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The Honorable Joshua D. Shapiro, Governor
Commonwealth of Pennsylvania

The risk of not detecting a material misstatement resulting from fraud is higher than for one resulting
from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the
override of internal control. Misstatements are considered material if there is a substantial likelihood
that, individually or in the aggregate, they would influence the judgment made by a reasonable user
based on the financial statements.

In performing an audit in accordance with GAAS and Government Auditing Standards, we:
o Exercise professional judgment and maintain professional skepticism throughout the audit.

o Identify and assess the risks of material misstatement of the financial statements, whether due
to fraud or error, and design and perform audit procedures responsive to those risks. Such
procedures include examining, on a test basis, evidence regarding the amounts and disclosures
in the financial statements.

e Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Commonwealth’s internal control. Accordingly, no such
opinion is expressed.

o Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate,
that raise substantial doubt about the Commonwealth’s ability to continue as a going concern for
a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters,
the planned scope and timing of the audit, significant audit findings, and certain internal control related
matters that we identified during the audit.

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis on pages 21 — 46, and the schedules of pension and OPEB
amounts, the budgetary comparison schedules, as listed in the table of contents and notes to the
required supplementary information on pages 201 — 213, be presented to supplement the basic
financial statements. Such information is the responsibility of management and, although not a part of
the basic financial statements, is required by the Governmental Accounting Standards Board who
considers it to be an essential part of financial reporting for placing the basic financial statements in an
appropriate operational, economic, or historical context.

We and other auditors have applied certain limited procedures to the required supplementary
information in accordance with GAAS, which consisted of inquiries of management about the methods
of preparing the information and comparing the information for consistency with management’s
responses to our inquiries, the basic financial statements, and other knowledge we obtained during our
audit of the basic financial statements. We do not express an opinion or provide any assurance on the
information because the limited procedures do not provide us with sufficient evidence to express an
opinion or provide any assurance.
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The Honorable Joshua D. Shapiro, Governor
Commonwealth of Pennsylvania

Supplementary Information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the Commonwealth’s basic financial statements. The combining non-major fund
and component unit financial statements, and the budgetary comparison schedules for budgeted non-
major special revenue funds, as listed in the table of contents, are presented for purposes of additional
analysis and are not a required part of the basic financial statements. Such information is the
responsibility of management and was derived from and relates directly to the underlying accounting
and other records used to prepare the basic financial statements. The information has been subjected
to the auditing procedures applied in the audit of the basic financial statements and certain additional
procedures, including comparing and reconciling such information directly to the underlying accounting
and other records used to prepare the basic financial statements or to the basic financial statements
themselves, and other additional procedures in accordance with GAAS by us and other auditors. In our
opinion, the supplementary information is fairly stated, in all material respects, in relation to the basic
financial statements as a whole.

Other Information

Management is responsible for the other information included in the annual report. The other
information comprises the introductory and statistical sections but does not include the basic financial
statements and our auditors’ report thereon. Our opinions on the basic financial statements do not
cover the other information, and we do not express an opinion or any form of assurance thereon.

In connection with our audit of the basic financial statements, our responsibility is to read the other
information and consider whether a material inconsistency exists between the other information and the
basic financial statements, or the other information otherwise appears to be materially misstated. If,
based on the work performed, we conclude that an uncorrected material misstatement of the other
information exists, we are required to describe it in our report.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated December
18, 2025, on our consideration of the Commonwealth’s internal control over financial reporting and on
our tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements
and other matters. The purpose of that report is solely to describe the scope of our testing of internal
control over financial reporting and compliance and the results of that testing, and not to provide an
opinion on the effectiveness of the Commonwealth’s internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with Government
Auditing Standards in considering the Commonwealth’s internal control over financial reporting and
compliance.

;VC‘Q&/ S .S %ZM%% L7

Harrisburg, Pennsylvania Baltimore, Maryland
December 18, 2025 December 18, 2025
Commonwealth of Pennsylvania 19 Governor's Office of the Budget
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MANAGEMENT'S DISCUSSION AND ANALYSIS

The Management’s Discussion and Analysis (MD&A) of the
Commonwealth of Pennsylvania’s (Commonwealth’s)
Annual Comprehensive Financial Report (ACFR) is
presented as Required Supplementary Information and
provides a review and analysis of the Commonwealth’s
financial statements for the fiscal year ended June 30,
2025 and a comparison to the prior fiscal year. The MD&A
should be reviewed in conjunction with the Letter of
Transmittal, which begins on page 5 of this report, and
with the Commonwealth’s financial statements, which
follow.

June 30, 2025
Table of Contents
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Section F: Capital Asset and Long-term Debt Activity 44
Section G: Currently Known Facts 46

Section A: Understanding Government Financial Statements

Three questions are the focal points of the financial data
in this report:

1) Near-term financing: Will the government be able to
pay its bills (both expected and unexpected) on time?

2) Financial position: Is the government’s financial health
improving or deteriorating?

3) Economic condition: Is it likely that today’s financial
position will improve or deteriorate?

To assist the reader in answering these questions and
others, the Commonwealth presents both government-
wide financial statements and fund financial statements.

Government-wide Financial Statements are designed to
provide a broad overview of the Commonwealth’s
finances in a manner similar to a private-sector business.
All of the Commonwealth’s activities are reported in the
government-wide statements, except for activities
accounted for in the fiduciary funds.

Fund Financial Statements focus on accountability of
resources versus government-wide financial statements’
focus on the ability to meet financial obligations.

Government-wide Statements

Fund Financial Statements

and Fund Types

financed through
taxes,

financed in whole
or part by fees

organizations for
which the elected

intergovernmental charged to officials of the

revenues, and other | external parties primary

nonexchange for goods and government are

revenues services financially
accountable or it
would be

misleading to
exclude them

¢ Special Revenue Funds
* Debt Service Funds
 Capital Projects Funds

Generally used to account for
tax-supported activities

e Internal Service Funds

Activities that focus on the
determination of operating
income, changes in net
position (cost recovery),
financial position and cash
flow

Governmental Business-Type Discretely Governmental Funds Proprietary Funds Fiduciary Funds
Activities Activities Presented (see note 1) (see note 2) (see note 3)
Component
Units
Scope of Report | Activities generally Activities Legally separate ¢ General Fund * Enterprise Fund ¢ Custodial Funds

e Pension Trust Funds
e Investment Trust Funds
e Private-purpose Trust Funds

Activities held in a trustee or
custodial capacity for others
and which therefore cannot
be used to support the
government’s own programs

Focus and Basis
of Accounting

measurement focus and
modified accrual basis

measurement focus and
accrual basis

Required Statement (Stmt) of Net Position (1) * Balance Sheet (3) o Stmt of Net Position (1) e Stmt of Fiduciary Net
Financial Stmt of Activities (2) ¢ Stmt of Revenues, ¢ Stmt of Revenues, Position (6)
Statements Expenditures and Changes Expenses, and Changes in | ® Stmt of Changes in Fiduciary
in Fund Balances (4) Net Position (8) Net Position (7)
* Stmt of Cash Flows (5)
Measurement Economic resources measurement focus and accrual basis Current financial resources Economic resources Accrual basis
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1. Statement of Net Position is a government-wide or
proprietary fund financial statement that reports the
difference between assets, deferred outflows of
resources, liabilities, and deferred inflows of
resources as net position, not fund balances or
equity.

2. Statement of Activities is a government-wide
financial statement that reports the net (expense)
revenue of its individual functions and the activities
as a whole.

3. Balance Sheet presents a statement of the assets,
deferred outflows of resources, liabilities, deferred
inflows of resources, and fund balances of the
government at a point in time.

4. Statement of Revenues, Expenditures, and Changes

in Fund Balances presents the flows of resources in
and out, as well as fund balance at the beginning and
end of the financial period.

5. Statement of Cash Flows provides relevant
information about cash receipts and cash payments
during a period.

6. Statement of Fiduciary Net Position presents
information about the assets, deferred outflows of
resources, liabilities, deferred inflows of resources,
and net position for each fiduciary fund type.

7. Statement of Changes in Fiduciary Net Position
presents additions and deductions in net position as
well as net position at the beginning and end of the
financial period.

8. Statement of Revenues, Expenses, and Changes in

Net Position presents the flows of resources in and
out, as well as the net position at the beginning and
end of the financial period.

Commonwealth of Pennsylvania
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Note 1: Governmental Funds focus primarily on the
sources, uses, and balances of current financial resources
and often have a budgetary focus. Thus, the governmental
fund statements provide a detailed short-term view that
helps to determine whether there are more or less
financial resources that can be spent in the near future to
finance the Commonwealth’s programs.

Note 2: Proprietary Funds focus on the determination of
operating income, changes in net position (or cost
recovery), financial position, and cash flows. The
proprietary fund category includes enterprise and internal
service funds. Enterprise funds are used in situations
where a fund provides services primarily to external
customers. Internal service funds are designed to function
on a cost-reimbursement basis, primarily providing
benefits to other funds, departments, or agencies of the
Commonwealth.

Note 3: Fiduciary Funds account for resources held for the
benefit of parties outside the Commonwealth and retired
government employees. These activities have been
excluded from the Commonwealth’s government-wide
financial statements because the assets are not available
to finance its operations.

For further accounting policy explanations, see Note 1 in
the notes to the financial statements section of the ACFR.

All dollar amounts in the MD&A are stated in millions
unless otherwise indicated. There may be rounding
differences between amounts reported in the MD&A
section and amounts reported in other sections of the
ACFR.
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Section B: Commonwealth's Overall Financial Activity

The following are explanations of the various categories broken out in the condensed Statement of Activities. Section C

contains condensed financial information for the Commonwealth.

Government-wide Revenues

Tax revenue is the largest portion of revenue reported by
the Commonwealth. The majority of the tax revenue is
deposited into the General Fund, the Commonwealth’s
largest operating fund. Significant tax revenue is also
reported in the Motor License Fund and is utilized to fund
the Commonwealth’s highway and bridge infrastructure
improvements and enhancements. Gaming taxes provide
funding for several initiatives, most notably the
Commonwealth’s property tax relief program.

Charges for sales and services report the sales, fees, and
assessments charged for lottery tickets, wine and spirits,
licenses, permits, and various registration requirements
that support many of the Commonwealth’s services and
programs. The largest portion of charges for sales and
services is reported by the State Lottery Fund and the
Unemployment Compensation Fund; the profits from
lottery ticket sales are utilized to support programs for the
elderly.

Operating grants and contributions include revenue from
the Federal Government in the form of grants. The
Department of Human Services receives the most federal
funds for medical assistance and other social service
programs. Other agencies that receive significant federal
funds include the Department of Labor and Industry,
which supports the Unemployment Compensation
program; the Department of Transportation, which
supports infrastructure development; the Department of
Health, which supports an effective public health system;
and the Department of Education, which funds basic and
higher education programs.

Capital grants and contributions make up a small
percentage of the Commonwealth’s total revenue. The
grant revenue reported here is received from the Federal
Government and supports construction projects for
transportation and military affairs.

Government-wide Expenses

Governmental Activities:

Direction and supportive services are centralized
functions affecting all agencies. These services provide an
administrative support system through which the goals
and objectives of Commonwealth programs are attained.
The Governor’s Office, Executive Offices, Lieutenant
Governor, Auditor General, Treasury, the Departments of
General Services and Revenue, and the Legislature are
some of the agencies that provide these services.

Protection of persons and property includes consumer
and environmental protection, certain regulatory
activities, the criminal justice system, and the mitigation
of the effects of disasters. The State Police, Attorney
General, Department of Corrections, Public Utility
Commission, Department of Military and Veterans Affairs,
Pennsylvania Emergency Management Agency, and
Insurance Department are some of the agencies that
support these programs.

Public education programs are managed primarily by the
Department of Education. The Commonwealth strives to
provide a system of learning experiences and
opportunities  through high-quality basic, special,
technical, and higher education programs.

Commonwealth of Pennsylvania
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Health and human services programs are primarily the
responsibility of the departments of Human Services,
Health, Aging, and Drug and Alcohol Programs, with
contributions from the departments of Agriculture, Labor
and Industry, Military and Veterans Affairs, and Revenue.
Agencies include these programs to ensure access to
quality medical care for all citizens, support citizens
seeking self-sufficiency, provide assistance to veterans,
and maximize citizens’ opportunities to participate in
society.

Economic development programs invest public resources
to create jobs for Commonwealth citizens. The total
efforts of the Department of Community and Economic
Development are devoted to these programs and are the
primary source of reported expenses.

Transportation reports the expenses of the
Commonwealth’s road and bridge infrastructure
improvements and enhancements, as well as the costs to
provide licensing and highway safety programs.
Transportation systems are developed to serve the needs
of citizens, commerce, and industry and are financed
through the Department of Transportation.

Governor's Office of the Budget
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Recreation and cultural enrichment programs focus
resources on recreational and cultural amenities, ensuring
that Commonwealth citizens and visitors can explore the
cultural traditions, art, and history of the Commonwealth
and take advantage of outdoor recreational opportunities.
The programs are primarily the responsibility of the
Department of Conservation and Natural Resources, the
Fish and Boat Commission, the Game Commission, the
Historical and Museum Commission, and the Department
of Education.

Interest expense is the result of Commonwealth-incurred
debt used to finance its capital programs, voter-approved
bond referendums, and certain disaster relief programs.
Most long-term financing for the Commonwealth is
provided by the issuance of general obligation debt.

Business-Type Activities:

State lottery reports the cost of sales and services to
manage and maintain the Commonwealth’s lottery
program. All profits from the lottery program benefit the
elderly population through the funding of programs
ensuring reduced costs on prescriptions, access to public
transportation, and property tax and rent rebate
programs.

State workers’ insurance reports the administrative
expenses to provide workers’ compensation insurance to
employers, including those refused policies by private
insurance firms.

Commonwealth of Pennsylvania
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Tuition payment reports the administrative expenses of
the Tuition Payment Fund, which provides Commonwealth
residents the opportunity to prepay college tuition
towards future education expenses at eligible educational
institutions.

Unemployment compensation reports the expenses for
payments made to unemployed individuals.

Commonwealth financing reports the expenses of the
Commonwealth Financing Authority. The majority of
expenses are for grants that promote the health, safety,
employment, business opportunities, and economic
activity of the Commonwealth.

Liquor control expenses cover all costs associated with the
operation and administration of the Liquor Store System
and the enforcement of the Liquor Code.

Economic development and other expenses reported
include a variety of economic development programs,
including activities of the Philadelphia Regional Port
Authority.
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MANAGEMENT'S DISCUSSION AND ANALYSIS June 30, 2025

Section C: Condensed Financial Information

Government-wide Statement of Net Position as of June 30, 2025 and 2024
(Amounts in millions)

Governmental Activities Business-Type Activities Total Primary Government

2025 2024 2025 2024 2025 2024

Assets:

Cash and investments S 35,438 § 36,901 S 9,585 S 8,813 S 45,023 S 45,714

Capital assets (net) 47,864 46,049 1,323 1,244 49,187 47,293

All other assets 13,206 13,712 2,017 2,081 15,223 15,793
Total assets 96,508 96,662 12,925 12,138 109,433 108,800
Total deferred outflows 6,687 8,429 357 295 7,044 8,724
Liabilities:

Accounts payable 8,724 7,334 1,068 1,094 9,792 8,428

All other current liabilities 7,093 8,948 1,436 1,606 8,529 10,554

Bonds payable, noncurrent 10,584 10,224 3,852 4,011 14,436 14,235

All other long-term liabilities 36,088 37,076 4,042 4,015 40,130 41,091
Total liabilities 62,489 63,582 10,398 10,726 72,887 74,308
Total deferred inflows 7,430 8,163 415 446 7,845 8,609
Net position:

Net investment in capital assets 40,565 38,957 1,068 989 41,633 39,946

Restricted 7,861 7,040 3,984 3,398 11,845 10,438

Unrestricted (15,150) (12,651) (2,583) (3,126) (17,733) (15,777)
Total net position S 33,276 S 33,346 S 2,469 S 1,261 S 35,745 $ 34,607

Statement of Net Position Variance Analysis Year-Over-Year
(A discussion of significant activities)

Cash and investments net decrease: 2024. This was partially offset by the $320 decrease in

Governmental Activities total cash and investments
decreased by $1,463. The temporary investment pool
experienced a decrease of $3,534 as money was
converted to cash to pay current year expenses and
shifted to the long-term investment pool as long-term
investments once again experienced a higher than
projected rate of return due to favorable market
conditions. The $2,049 increase in long-term
investments was the result of increased gains from
investments and helped offset the decrease in
temporary investments.

Business-Type Activities total cash and investments
increased by $772, primarily due to the CFA
experiencing a $483 increase in cash due to transfers
from the Local Share program and the Department of
Community and Economic Development (DCED). The
Unemployment Compensation Fund saw a $403
increase as the amount of claimant payments rose in
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the State Lottery Fund. The decrease can be
attributed to operating expenses far exceeding
operating income as the lottery saw a noticeable
decrease in revenues due to stiffer competition from
on-line gaming.

Capital assets net increase:

The $1,815 increase in Governmental Activities'
capital assets was due to noticeable increases in
essentially every asset class, with the largest increase
of $1,819 occurring in highway infrastructure. There
were approximately 205 highways and roadways and
241 resurfacing projects completed. This resulted in
increases of $986 and $830, respectively, in each of
these categories. Bridge infrastructure increased $882
as a result of approximately 396 bridge-related
projects completed. There are also 616 projects
currently under construction that have not yet been
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capitalized. These increases were partially offset by
the accumulated depreciation for assets of $2,744.

* The $79 increase in Business-Type Activities' capital
assets is mainly due to $79 increase in Philadelphia
Regional Port Authority's construction in progress
attributed to development of a temperature
controlled warehouse. The Liquor Control Board's
right-to-use assets (leases) also saw a $62 increase
due to store lease renewals and the State Lottery
experienced a $24 increase as the remaining gaming
machines were placed into service. 5,355 gaming
machines were placed in service in the prior fiscal
year leading to a significant increase in accumulated
depreciation of $129, which offset a large portion of
the increases stated above.

Further information is provided in the individual fund
analysis in Section D.

All other assets net decrease:

e Governmental Activities decreased by $506 overall. A
decrease of $845 is attributed to the amount of
payments owed to the Pennsylvania Department of
Education (PDE) from the Federal Government for
COVID expenditures that did not occur this year
because the COVID grants associated with the
Elementary and Secondary School Emergency Relief
(ESSER) and Governor's Emergency Education Relief
(GEER) programs expired in the fall of 2024. This
decrease is partially offset by the S$411 increase in
taxes receivable for the Department of Revenue.
There were increases of $197, $96, and $89 in
Personal Income, Corporate Income, and Sales and
Use taxes, respectively.

e Business-Type Activities decreased $64, driven mainly
by the $69 decrease in investment sales proceeds in
the Tuition Account Guaranteed Savings Program
Fund. Additionally, there was a $27 decrease in other
receivables directly correlated to repayments to
Pennsylvania's Unemployment Compensation Fund. A
$24 increase in inventory at the Liquor Control Board
which was attributed to increases in purchasing costs
and slower than expected sales offset a portion of the
increases. Also, there was a $24 increase in
unemployment assessments receivable as a result of
a decrease in the number of delinquent employer
accounts and a decrease in contributions attributed
to a reduction in taxable wages.

Deferred outflows of resources net decrease:

The overall decrease of $1,680 is caused by the pension
and other postemployment benefit (OPEB) plan
investment gains (see the other long-term liability
increase). The majority of the decrease this year is
attributable to the Pennsylvania State Employees'
Retirement System's (SERS) investments significantly over
performing actuarially determined projections for 2024.
Additionally, the decrease is related to the changes in
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assumptions and the change in the difference between
expected and actual experience, due to the recognition of
prior years' deferred outflows. The Commonwealth's
deferred outflows are allocated to funds based on their
proportionate share of contributions, which may end up
resulting in governmental activities showing a decrease
versus an increase in business-type activities.

e Governmental Activities decreased by $1,742.

e Business-Type Activities increased by $62.

Accounts Payable net increase:

e Governmental Activities increased by $1,390. The
increase was directly related to activity within the
Department of Human Services (DHS) and the timing
of Low Income Home Energy Assistance Program
(LIHEAP) and medical assistance (MA) capitation
payments.

e Business-Type Activities decreased by $26. This
overall decrease is directly related to the Property Tax
Rent Rebate (PTRR) program, which expanded in the
prior year, resulting in a significant increase in the
number of new claims. Additionally, the Department
of Revenue encouraged participants to file early. This
decrease is also related to the UC benefits payable
and staff's continuing efforts to pay claims more
timely.

individual

Further information is in the

fund analysis in Section D.

provided

All other current liabilities net decrease: (Items reported

in this category include tax refunds payable, due to other

governments and political subdivisions, bonds payable,
and other current liabilities.)

e Governmental Activities decrease of $1,855 is mainly
attributable to a decrease of $1,743 in due to political
subdivisions. PDE saw a decrease of approximately
$1,864 related to the ESSER and GEER programs as
COVID grants expired in the fall of 2024. Unearned
revenue also decreased $282 due the recognition of
COVID monies. These decreases were partially offset
by an increase in tax refunds payable of $246, driven
by a rise in the number of refunds and higher interest
rates being applied to those refunds. Further
information is provided in the individual fund analysis
in Section D.

e Business-Type Activities decrease of $170 can be
attributed primarily to a decrease of $74 in internal
balances and $44 in due to other governments
mainly for UC benefit refunds. This was partially offset
by the increase in securities lending obligations of
$22. Additional information on the decrease in
internal funds can be found in Note 5 of the financial
statements.
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Bonds payable, noncurrent net increase:

e Governmental Activities noncurrent bonds payable
increased $360 as a result of normal debt service
activity during the fiscal year, including a bond
issuance and retirement of general obligation bonds.

e Business-Type Activities decreased $159 as a result of
normal debt service activity and bond refunding by
the Commonwealth Financing Authority.

All other long-term liabilities net decrease: (Liabilities
reported in this category are due in periods beyond twelve
months from the close of the fiscal year and will be repaid
with  future resources. Reported items include
compensated absences, self-insurance, net pension
liabilities, OPEB liabilities, and other long-term liabilities.)

The total decrease of $961 is largely due to gains in the

pension and OPEB plans. The OPEB liabilities decreased by

$1,036 as a result of the increased discount rate from

5.65% to 6.09%, and an experience gain caused by a less

than expected increase in per capita claims costs due to

favorable claims and rebates experience. The SERS net
pension liability decreased $813, driven by increased
employer and employee contributions and SERS
investment earnings once again significantly over
performed actuarially determined projections during

2024. (See notes 9 and 10 for more information.)

e Total Governmental Activities decreased $988
resulting from the OPEB decrease of $1,092 and the
pension decrease of $854. The Commonwealth's
other financing obligations experienced an increase of
$491 resulting from the Pennsylvania Economic
Development Financing Authority issuing PA Site
Bonds used for economic improvement projects of a
region. Other liabilities also experienced an increase
of $266.

e Total Business-Type Activities increased $27, primarily
resulting from a $47 increase in tuition benefits
payable and increases in OPEB and Pension liabilities
of $56 and $41, respectively. A $121 decrease in State
Worker's Insurance Fund's insurance loss liability
offset most of the increases.

Further information is provided in the individual fund
analysis in Section D.
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Deferred inflows of resources net decrease:

The total decrease of $764 is related to the Retired

Employee Health Plan and is primarily due to a difference

between expected and actual experience and the current

year changes in assumptions as a result of an increase in

the discount rate from 5.65% to 6.09%.

e Governmental Activities deferred inflows of resources
decreased by $733.

e Business-Type Activities deferred inflows of resources
decreased by $31.

Net position is one way of measuring the health of the
Commonwealth's finances. The Primary Government's net
position increased by $1,138 over the prior year. This
includes a $70 decrease in the Governmental Activities
net position largely due to the rise in expenses that the
Department of Human Services experienced over the prior
year for the reasons noted below in the Statement of
Activities. Additionally, there were notable increases in
capital assets. The Commonwealth also received
additional funding through the Infrastructure Investment
and Jobs Act, leading to an increase in infrastructure
assets, specifically in highways and bridges.

The $1,208 increase in net position related to Business-
Type Activities can be directly attributed to the increased
inflow of funds as a result of transfers to the
Commonwealth Financing Authority and a noticeable
increase in the operating income of Unemployment
Compensation Fund.

Further information is provided in the individual fund
analysis in Section D.
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Statement of Activities for the Fiscal Years Ended June 30, 2025 and 2024

(Amounts in millions)

Governmental Activities Business-Type Activities Total Primary Government
2025 2024 2025 2024 2025 2024
Revenues:
Program Revenues
Charges for sales and services S 10,040 S 9,439 S 9,884 10,157 $ 19,924 S 19,596
Operating grants and contributions 45,906 46,182 505 558 46,411 46,740
Capital grants and contributions 103 40 64 11 167 51
Total program revenues 56,049 55,661 10,453 10,726 66,502 66,387
General revenues: taxes and investment earnings 52,651 51,631 — — 52,651 51,631
Total revenues 108,700 107,292 10,453 10,726 119,153 118,018
Expenses:
Governmental Activities
Direction and supportive services 1,896 1,892 — — 1,896 1,892
Protection of persons and property 9,394 8,147 - — 9,394 8,147
Public education 22,110 24,140 = = 22,110 24,140
Health and human services 63,252 56,748 — — 63,252 56,748
Economic development 2,118 1,808 — — 2,118 1,808
Transportation 7,934 7,197 — - 7,934 7,197
Recreation and cultural enrichment 917 811 — — 917 811
Interest 341 340 — — 341 340
Business-Type Activities
State lottery — — 4,625 4,885 4,625 4,885
State workers' insurance = = 18 130 18 130
Tuition payment — — 302 287 302 287
Unemployment compensation — — 2,114 1,980 2,114 1,980
Commonwealth financing — - 451 383 451 383
Liquor control — — 2,448 2,353 2,448 2,353
Economic development and other — - 95 101 95 101
Total expenses 107,962 101,083 10,053 10,119 118,015 111,202
Excess before transfers 738 6,209 400 607 1,138 6,816
Transfers (808) (472) 808 472 - -
Increase (decrease) in net position (70) 5,737 1,208 1,079 1,138 6,816
Net position-beginning 33,346 27,609 1,261 182 34,607 27,791
Net position-ending 333276 5 33346 § 2469 S 1,261 5 35745 5 34,607
Commonwealth of Pennsylvania 29 Governor's Office of the Budget

WWW.pa.gov

https://www.pa.gov/en/agencies/budget



MANAGEMENT'S DISCUSSION AND ANALYSIS

June 30, 2025

Statement of Activities Variance Analysis Year-Over-Year
(A discussion of significant activities)

Revenues

Charges for sales and services net increase:

e Governmental Activities increased by $601. Human
Services experienced a $396 increase mainly driven by
the continued growth in The Community
HealthChoices program as the Commonwealth's
population continues to age. Medicaid rates also
increased due to higher acuity of individuals enrolled
in the program. Treasury's revenue increased by $71
as the number of unclaimed property deposits
significantly increased as a result of the
implementation of the the Money Match program.
These increases were partially offset by the decrease
in opioid settlement payments that were received in
the current fiscal year.

e Charges for sales and services of business-type
activities include, among others, lottery sales, wine
and spirit sales, and unemployment compensation
revenues. The decrease of $273 is directly related to
the decrease in State Lottery sales of $486. Lottery's
decline in sales was most notable in the areas of
online games and instant games. The UC Fund saw
an increase in revenues of approximately $197 as
employer contributions increased as a result of a rate
increase.

Further information is provided in the individual fund
analysis in Section D.

Operating grants and contributions net decrease:

e Governmental Activities decreased by $276. As COVID
programs expired in the fall of 2024, overall, the
amount of federal COVID funding that was recognized
as revenue decreased significantly from the prior
year. The Department of Education experienced a
decrease of $3,922 mainly attributable to the amount
of federal COVID funding that was received related to
the ESSER and GEER programs as state education
agencies submitted their final expenses prior to the
programs expiring in the fall of 2024. This was
partially offset by the Department of Human Services
(DHS), which saw an overall increase in funding of
$2,920. This significant increase was the result of an
increase in the Medicaid payment (capitation) rates
paid to managed care organizations and an increase
in the quality care assessment rates to hospitals. The
PA Emergency Management Agency's (PEMA) funding
increased $339 as the Commonwealth experienced
more disaster-related weather events during the
fiscal year.

e Business-Type Activities decreased by $53. The
decrease is directly related to the $54 decrease in the
State Workers' Insurance Fund's investment earnings.

More information is provided in the individual fund
analysis in Section D.
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Taxes and investment earnings net increase of $1,020 in
Governmental Activities can be attributed to increases in
personal income taxes (PIT) of $866, sales and use taxes
(SUT) of $486, and gaming taxes of $301. A decrease in
corporation taxes of $375 partially offset these gains as
the corporate tax rate continues to decrease. The
corporate tax rate decreased from 8.49% in 2024 to 7.99%
in 2025. Non-withholding revenues on personal income
increased along with higher capital gains from
investments. The increase in SUT was the result of an
overall increase in user consumption in both the retail and
non-retail stores, as well as restaurant sales.

Expenses: Governmental Activities

Protection of persons and property expenses increased
by $1,247. PEMA experienced an increase of $380 as
COVID funding increased from the prior year. Additionally,
tropical storm Debby resulted in an an Emergency
Proclamation from the Governor due to widespread
flooding and power outages. The Department of
Corrections saw an increase of $191, mainly attributable
to the agency's 5% negotiated contractual raise effective
7/1/2024 for union staff along with a change in
proportional share of OPEB expenses. The Departments of
Environmental Protection, Revenue, and Insurance also
saw increases of $191, $107, and $105, respectively.

Public education expenses decreased by $2,030 overall
and was directly related to the state and local education
agencies' COVID expenses for the ESSER and GEER
programs. The COVID funding for these programs expired
in the fall of 2024. These were partially offset by increases
to new Ready to Learn Block Grants and Basic Education
Funding of $536 and $284, respectively.

Health and human services expenses increased by $6,504,
mainly due to the continued growth in the Community
HealthChoices Program due to an aging population in the
Commonwealth and the increase in Medicaid rates due to
the higher acuity of those individuals that remain enrolled.

Transportation expenses increased $737 directly due to a
$572 increase in the Motor License Fund as a result of
growth in federal funding from the Infrastructure
Investment and Jobs Act. This has lead to an augmented
number of capital projects resulting in significant increases
in payments to subrecipients for improvements and
operations of the Commonwealth's public transportation,
consulting and contracting services, and personnel
services. Additionally, there was a $153 increase in
Transportation Trust Fund expenditures to assist transit
agencies' funding needs.
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Expenses: Business-Type Activities

State Lottery program expenses decreased by $260.
Lottery expenses such vendor and retailer commissions
are closely tied to sales, which declined significantly as
described above for Charges for sales and services. Field
prizes decreased $173.

Refer to the Lottery Fund analysis in Section D for
additional detail.

State Worker's Insurance program expenses decreased by
$112, which can be directly attributed to the actuarial
analysis adjustment to the loss adjustment expense.

Refer to the State Worker's Insurance Fund analysis in
Section D for additional detail.
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Unemployment Compensation program expenses
increased by $134 as more payments were made to
claimants and refunds of overpayments increased.

Refer to the Unemployment Compensation Fund analysis
in Section D for additional detail.

Transfers between the Governmental Activities and
Business-Type Activities increased by $336. The Property
Tax Relief Fund's annual transfer to the State Lottery Fund
increased $117 from the prior year. The Gaming Fund's
transfers to CFA from the Interactive Gaming and Slot
Machine tax and Local Shares revenue increased
approximately $84. DCED made two new $50 transfers to
CFA to support PA Strategic Investments to Enhance Sites
(PASITES). One was made to support Multimodal
Transportation Funding and the other supports the Small
Water and Sewer Program. Additionally, the Capital
Facilities Fund's transfer to the Philadelphia Regional Port
Authority increased by $67 for development projects.
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MANAGEMENT'S DISCUSSION AND ANALYSIS June 30, 2025
Section D: Individual Funds Analysis
General Fund Assets, Liabilities, Deferred Inflows and Fund Balance
Condensed, comparative, financial information (amounts in millions)
2025 2024
Assets:
Cash and investments S 19,697 S 22,574
Receivables, net 7,888 7,526
Due from other funds/governments/advances/other 4,527 5,383
Total assets S 32,112 S 35,483
Liabilities:
Accounts payable and tax refunds payable S 8,690 $ 6,912
Due to other funds/governments/advances/other 2,740 4,540
Unearned revenue 336 831
Total liabilities 11,766 12,283
Total deferred inflows of resources 4,386 4,288
Fund Balance:
Total fund balance 15,960 18,912
Total liabilities, deferred inflows of resources and fund balance S 32,112 S 35,483
Cash and investments decreased by $2,877. This Relief (ESSER) and Governors Emergency Education Relief

reduction was directly related to a $3,969 decrease in
temporary investments, which was partially offset by a
$1,088 increase in long-term investments. $737 was once
again transferred into the Rainy Day Fund Pool for budget
stabilization according to The Fiscal Code. The movement
affected both investment classifications, as these
Commonwealth funds were held as short-term
investments prior to being invested in the Rainy Day Fund
Pool. Additionally, temporary and long-term investments
are dependent on having cash to invest and market
conditions. Notably, expenditures and other financing
uses exceeded revenues and other financing sources by
$2,952 for the year. Consequently, there was a need to
convert temporary investments to cash to meet payment
obligations.

Receivables, net increased by $362 and was mainly
attributable to a $407 increase in taxes receivable, which
was partially offset by a $32 decrease in investment
income receivable. Personal income, corporation, sales
and use, and inheritance taxes receivable increased by
$196, $96, $89, and S53 respectively. Taxes receivable
fluctuate from year to year; historical data, along with
trend analysis, form the primary basis for estimating these
receivables. The decrease in investment income receivable
strongly correlated to the reduction in temporary
investments.

Due from other funds/governments/advances/other
decreased by $856 primarily due to an $843 decrease in
due from the Federal Government. PDE experienced a
$1,709 decrease in Federal receivables, which was largely
attributable to COVID-19-related grants to local education
agencies. Elementary and Secondary School Emergency
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(GEER) programs were expended in the prior year before
the programs expired on September 30, 2024. Conversely,
Federal receivables for the Department of Human Services
(DHS) increased by $868, largely due to activity involving
Medical Assistance (MA) capitation payments and the
timing of those payments.

Accounts payable and tax refunds payable increased by
$1,778 as the result of a $1,533 increase in accounts
payable and a $245 increase in tax refunds payable. The
DHS experienced a $1,537 increase in accounts payable,
primarily due to activity involving MA capitation and
LIHEAP payments and the timing of those payments. As
tax collections increase, the amount of refunds to be paid
also increases. Additionally, applying a higher interest rate
for tax refunds, 8% for calendar year 2024 versus 7% for
the prior calendar year, was a contributing factor to the
increase in tax refunds payable.

Due to other funds/governments/advances/other
decreased $1,800 overall. The decrease was comprised
primarily of a $1,720 decrease for due to political
subdivisions. The PDE experienced an $1,864 decline in
due to political subdivisions, which strongly correlated to
the decrease in due from the Federal Government for
COVID-19 grants to local education agencies. This
decrease was partially offset by a $158 increase in due to
political subdivisions for the DHS, which largely pertained
to accrued County Child Welfare program expenditures.

Unearned revenue decreased by $495. In May 2021, the
Commonwealth received $7,291 of federal Coronavirus
State Fiscal Recovery Fund (SFR) monies, which were
provided under the ARPA. At June 30, 2025, unspent SFR
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funds comprised $216 of unearned revenue, a $308
decrease from the prior year. Federal grants collected in
advance decreased by $105, which was largely due to the
Department of Environmental Protection (DEP)
recognizing $147 federal revenue for Office of Surface
Mining Reclamation and Enforcement (OSMRE) grants
received in the previous year under the Safeguarding
Treatment for the Restoration of Ecosystems from
Abandoned Mines (STREAM) Act. Additionally, a new
methodology was implemented to reclassify customer
payments issued to the Commonwealth that had
insufficient funds subsequent to bank deposit. The new
process accounted for an $88 reduction in unearned
revenue. These decreases were partially offset by the
DEP's receipt of $29 advance funding from the OSMRE for
the Abandoned Mine Land Economic Revitalization
(AMLER) program.
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Deferred inflows of resources increased by $98 due to an
increase in unavailable revenue. Revenue earned but not
anticipated to be collected until more than 60 days after
the end of the fiscal year is considered not available for
governmental activities. Net unavailable tax revenue
increased $257, comprised of $170, $86, and $33
increases in the personal income, corporation, and sales
and use tax categories, respectively, offset by a $32
decrease in inheritance taxes. A $131 decrease in
unavailable revenue for the DHS pertained almost
exclusively to federal revenue, while a $28 decrease for
the Department of Drug and Alcohol Programs related to
opioid settlements.
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General Fund Revenues, Expenditures and Changes in Fund Balance
Condensed, comparative, financial information (amounts in millions)

The General Fund, the Commonwealth’s largest fund, accounts for approximately 82% of the total governmental fund type
revenues and other financing sources and 83% of the total governmental fund type expenditures and other financing uses.
The General Fund collects approximately 84% of the total tax revenues and is the primary funding source for most

Commonwealth expenditures.

Revenues:
Taxes, net of refunds
Personal income
Sales and use
Corporation
Inheritance
Cigarette
Realty transfer
Gaming
Other
Total taxes, net of refunds
Intergovernmental
Charges for sales and services
Licenses/fees/investment/other income
Total revenues
Expenditures:
Direction and supportive services
Protection of persons and property
Health and human services
Public education
Recreation and cultural enrichment
Economic development
Transportation
Capital outlay
Other expenditures
Total expenditures
Revenues over (under) expenditures
Other financing sources (uses):
Transfers in
Transfers out
Leases and installment purchases
Other financing obligation
Net other financing uses

Net change in fund balance

2025 2024
$ 17,776  $ 17,020
14,754 14,246
6,600 6,995
1,738 1,556
861 971
595 537
369 361
477 493
43,170 42,179
42,122 42,316
4,814 4,389
2,309 2,409
92,415 91,293
1,124 1,105
7,487 6,573
62,898 56,648
21,089 23,294
454 463
1,075 835
60 61
502 399
70 69
94,759 89,447
(2,344) 1,846
536 519
(1,889) (1,786)
245 159
500 —
(608) (1,108)

$ (2,952) $ 738

Total taxes, net of refunds, increased by $991, comprised
mostly of $756 and $508 increases in personal income and
sales and use taxes, respectively, offset by a $395
decrease in corporation taxes. The increase in personal
income tax was attributed to non-withheld revenues,
namely a surge in capital gains income, which led to
strong final payments for tax year 2024. Wages continued
to record solid gains amid a tight labor market. Sales and
use tax rose due to year-over-year retail sales growth,
which encompassed brick-and-mortar stores, online
shopping, dining out, and motor vehicles. The decrease in
corporate tax stemmed largely from Act 53 of 2022, which
prescribed a gradual reduction of the Commonwealth's
corporate tax rate through 2031. Under Act 53, the
corporate tax rate was lowered from 8.99% to 8.49% for
calendar year 2024 and further to 7.99% for calendar year
2025.
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Intergovernmental revenues decreased by $194. The PDE
experienced the largest decline, of $3,922. PDE's decrease
in federal revenue primarily pertained to year-over-year
changes in COVID-19-related expenditures, as the
pandemic-specific programs winded down. Conversely,
federal revenues for the DHS rose by $3,125, which largely
correlated to higher medical assistance capitation and
Community HealthChoices program expenditures. Other
Commonwealth agencies experienced much smaller
fluctuations in federal revenue.

Charges for sales and services increased by $425 mainly
due to the enactment of Act 15 of 2023 (Act 15), which
amended the Human Services Code. Act 15 prescribed
increases to the statewide quality care assessments
charged to covered hospitals. Under Act 15, covered
hospitals were assessed 4.36% of net inpatient revenue
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and 2.2% of net outpatient revenue effective July 1, 2024.
In the prior year, the rates were 3.54% and 1.78%,
respectively. The assessments increased by 23.16% and
23.6% for the year, compared to the corresponding 6.63%
and 2.89% increases for the prior year.

Licenses/fees/investment/other income decreased by
$100. This decrease predominantly pertains to investment
income, which decreased $178 over the prior year mostly
due to the conversion of Commonwealth Investment
Program (CIP) temporary investments to cash to meet
obligations. A $51 decrease in licenses and fees revenue
primarily related to the settlement agreement between
the Commonwealth and the Monsanto Company in which
the Department of Environmental Protection and the
Department of Conservation and Natural Resources
received $46 and $15, respectively, from the settlement in
the prior year. These decreases were partially offset by a
$129 increase in other revenue, which largely stemmed
from unclaimed property and opioid settlement revenue
recognition during the year.

Health and human services accounted for approximately
66% of total General Fund expenditures for the year. The
increase of $6,250 largely pertained to the following
factors: growth in the Community HealthChoices program
as the Commonwealth population continues to age,
Medicaid unwinding caused rates to increase due to
higher acuity of the individuals that remained enrolled in
the program, and a 7% increase for Intellectual Disabilities
and Autism (ID/A) services that was included in the
enacted budget.

Public education accounts for approximately 22% of total
General Fund expenditures. The decrease of $2,205
primarily related to the PDE expending COVID-19
pandemic ESSER and GEER funding in the prior year in
advance of the program expirations, offset by a rise in
appropriated  public  education expenditures in
conjunction with the enacted budget, appropriated
expenditures rose $1,493; the Ready to Learn Block Grant,
including the Adequacy and Tax Equity supplements,
accounted for approximately 36% of this increase.

Protection of persons and property expenditures
increased by $914. The Pennsylvania Emergency
Management Agency (PEMA) experienced the largest
increase in expenditures. The $341 increase largely
pertained to a rise in COVID-19 pandemic-funded project
reimbursements and close outs. A new disaster, Tropical
Storm Debby, also contributed to PEMA's higher
expenditures. Additionally, expenditures rose by $177 and
$105 for the Pennsylvania State Police and Department of
Revenue, respectively.
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Economic development expenditures increased by $240;
$227 pertained to increased costs for the Department of
Community and Economic Development (DCED),
predominantly for non-federal grants. As most of DCED's
grants have project periods of at least three years, year-
over-year fluctuations occur because the grants can be
expensed at any time during the project period.

Transfers out increased by $103. Act 54 of 2024 (Act 54),
which amended the Fiscal Code, established a
Pennsylvania Strategic Investments to Enhance Sites (PA
SITES) Program to provide grant and loan funding to
develop competitive sites for businesses to relocate or
expand within the Commonwealth. Under the PA SITES
Program, $100 was transferred to the Commonwealth
Financing Authority (CFA) to administer the Multimodal
Transportation Funding and PA Small Water and Sewer
programs. Act 54 also prescribed an $81 transfer of
monies appropriated to the Department of Transportation
for transportation and multimodal improvement projects
to the Public Transportation Trust Fund, a special revenue
fund. Transfers to debt service funds decreased by $49,
which correlated to the $52 transfer of available monies in
the Pennsylvania Infrastructure Investment Authority
(PENNVEST) Redemption Fund to the Capital Debt Fund.
The transfer between the two debt service funds
pertained to refunded PENNVEST bonds; the refunding
bonds' debt service is paid from the Capital Debt Fund.

Other financing obligation proceeds increased by $500
due to Act 54. The Commonwealth received $500 from a
Pennsylvania Economic Development Financing Authority
(PEDFA), a component unit, bond issuance to fund the
new PA SITES program, as prescribed by Act 54.
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Motor License Fund
Condensed, comparative, financial information (amounts in millions)

Description
Cash and investments
Other assets
Total assets
Accounts payable
Other liabilities
Total liabilities
Total fund balance
Total liabilities and fund balance
Tax revenues
Licenses and fees
Intergovernmental
Other revenues
Total revenues
Direction and supportive services
Protection of persons and property
Transportation
Capital outlay
Other expenditures
Total expenditures
Net other financing uses
Net change in fund balance

2025 2024
$ 3,280 S 3,103
797 760

$ 4,077 S 3,863
$ 881 S 844
225 286

1,106 1,130

2,971 2,733

$ 4,077 $ 3,863
$ 3,535 $ 3,628
1,344 1,304

2,608 2,522

316 264

7,803 7,718

39 39

589 675

3,419 3,202

3,427 3,269

9 6

7,483 7,191

(82) (119)

$ 238 408

Fund Description: The Motor License Fund (MLF) receives
revenues from various taxes, fees, federal aid, and aid
from other political entities. The MLF incurs expenditures
for highway and bridge improvement, design,
maintenance, and purchases of rights-of-way, as well as
aviation activities and transportation licensing and safety
activities. It also finances Pennsylvania State Police (PSP)
highway patrol operations and pays subsidies to local
subdivisions for the construction and maintenance of
roads.

Cash and investments increased by $177. Long-term
investments increased by $339, primarily driven by higher
balances and strong earnings in the Treasury long-term
investment pool. Favorable market conditions contributed
to this substantial growth in returns. Cash increased by
$27, reflecting higher Driver Vehicle Service fees as
authorized under Act 89. Conversely temporary
investments decreased by $189, due to an excess of funds
in the Treasury temporary investment pool, reallocated to
the long-term investment pool to optimize returns.

Tax revenues decreased by $93 primarily due to
reductions in the gasoline and diesel tax rates of 5.75%
and 5.61%, respectively. In addition, the continued growth
in the adoption of hybrid and electric vehicles, along with
improved fuel efficiency in internal combustion engine
vehicles, contributed to lower collections of taxes on
liquid fuels.

Licenses and fees increased by $40 primarily due to higher
collections of Real ID fees and Operator's License fees. The
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Department of Transportation issued approximately 159%
more Real IDs in the current fiscal year compared to the
prior fiscal year, reflecting a significant increase in
demand. The increase in demand was primarily driven by
the May 2025 federal deadline requiring Real ID for air
travel and access to federal facilities. Additionally, the rise
in Operator's Licenses was driven mainly by inflationary
rate adjustments and the timing of revenue recognition
related to credit card payments.

Intergovernmental increased by $86 primarily reflecting
higher federal funding received through the
Infrastructure Investment and Jobs Act (IlJA) from the
Federal Highway Administration this fiscal year. The
additional funding supported the expansion of federally
reimbursed bridge improvements, construction projects,
and electric vehicle charging station initiatives which led
to an overall increase in revenues from the Federal
Government.

Protection of persons and property expenditures
decreased by $86 mainly due to a $76 reduction in funding
from the Motor License Fund to the PSP. This reallocation
was done to support additional resources for highway and
bridge projects.

Transportation and capital outlay expenditures increased
by $217 and $158, respectively, due to increases in
personnel services, operational costs, grants and
subsidies, and fixed asset expenditures. The growth was
largely attributable to additional funding under the IlJA,
which supported the expansion of highway and bridge
projects. The reduced funding to the PSP also contributed.
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Unemployment Compensation Fund
Condensed, comparative, financial information (amounts in millions)

Description

Cash and investments

Unemployment assessments receivable
Other assets

Total assets
Total deferred outflows of resources

Accounts payable
Other liabilities

Total liabilities
Total deferred inflows of resources
Total net position

Total operating revenues: Sales and services

Operating income
Nonoperating income

Income before transfers
Transfers out

Increase in net position

Total operating expenses: Cost of sales and services

2025 2024
$ 2,095 S 1,692
602 578

495 524

3,192 2,794

134 26

72 90

649 530

721 620

46 15

$ 2,559 S 2,185
3 2,469 S 2,272
2,112 1,979

357 293

22 62

379 355

(5) (2)

$ 374 $ 353

Fund Description: The Unemployment Compensation (UC)
Fund collects employer assessments for unemployment
compensation and transfers the assessments to the
Federal Government for deposit in the UC Trust Fund
(UTF). These funds are drawn down to pay unemployment
compensation payments to claimants as needed.

Cash and investments increased by $403 and was driven
by increases to the UTF. The UTF balance increased $558
over the balance from prior fiscal year. That increase was
offset by $105 in additional UTF claimant payments.
Claimant payments increased because the total number of
weeks compensated and the average weekly benefit
amount both increased.

Unemployment assessments receivable increased by $24
primarily due to a $3 increase in delinquent employer
receivable, an $8 increase in valuated contributions, and
an S$8 increase in unbilled Commonwealth account
services. Delinquent employer receivable increased due to
a 9% increase in the number of reimbursable employer
delinquent accounts. Valuated contributions increased
because of an increase in estimated taxable wages.
Unbilled Commonwealth account services increased
because of a higher fiscal year end amount in Due to
Other Funds, increasing the allocation.

Total deferred outflows of resources increased by $108.
This is attributed to a higher allocation of the Other Post-
Employment Benefits (OPEB) deferred outflows. OPEB
deferred outflows increased due to an increase in payroll
expenses, resulting in an increase to the OPEB allocation.
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Other liabilities increased by $119 primarily due to the
increases in the OPEB and pension liabilities. These were
the direct result of higher allocation percentages applied
to the UC Fund.

Total operating revenues: Sales and services increased by
$197. This is largely attributed to a $101 increase in UC
employer contributions because the average UC employer
contribution rate increased from 3.42% to 3.48%.
Additionally, there was a $54 increase in accrued UC
taxes. This increase is largely driven by increases in
estimated contributions due for 2nd quarter 2025.
Estimated contributions are expected to increase due to
increases in estimated gross wages.

Total operating expenses: Cost of sales and services
increased by $133. This was largely attributed to an $85
increase in claimant payments and a $39 increase in
overpayment refunds. Claimant payments increased
because the total number of weeks compensated and the
average weekly benefit amount both increased.
Overpayment refunds increased due to a $39 refund paid
to Federal Emergency Management Agency (FEMA) for
Lost Wage Assistance program fraudulent claims.

Nonoperating income decreased by $40, largely
attributable to a decrease in COVID-19 UC benefits paid
and related grant drawdowns. The benefits paid and
drawdowns decreased because COVID-19 pandemic
programs were winding down.
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State Workers' Insurance Fund (SWIF)
For the Fiscal years Ended December 31
Condensed, comparative, financial information (amounts in millions)

Description
Cash and short-term investments
Long-term investments
Other assets
Total assets
Total deferred outflows of resources
Securities lending obligations
Unearned revenue
Insurance loss liability
Other liabilities
Total liabilities
Total deferred inflows of resources
Total net position (deficit)
Total operating revenues: Sales and services

Operating income (loss)
Investment earnings
Investment expense

Net nonoperating revenues

Increase in net position

Total operating expenses: Cost of sales and services

2024 2023
$ 90 S 56
1,138 1,184

102 9%

1,330 1,336

9 10

35 37

29 30

1,084 1,223

78 81

1,226 1,371

15 20

$ 98 $ (45)
$ 106 $ 79
16 129

90 (50)

54 108

(1) (1)

53 107

$ 143 $ 57

Fund Description: Established by statute in 1915, the
SWIF operates for the purpose of providing workers’
compensation insurance to employers, including those
refused policies by private insurance firms.

Long-term investments decreased by $46. The change
in long-term investments is directly related to two main
factors: the volatility of the financial markets and the
number of payments made to liquidate claims. The
bond market was weak during 2024.

Insurance loss liability decreased by $139 primarily due
to lower claim counts due to the downturn of business
and favorable development in reserves due to actuarial
analysis.

Total operating revenues: Sales and services increased

by $27 largely due to the reclassification of certain
negative operating expenses to operating revenue.
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Total operating expenses: Cost of sales and services
decreased $113. The decrease is primarily due to an $88
decrease in losses incurred due to a favorable
development of reserves due to actuarial analysis.
Additionally, loss adjustment expenses (LAE) decreased
$76 due to a favorable development of LAE reserve due
to actuarial analysis. These decreases resulted in overall
negative operating expenses, which necessitated an
adjustment of operating expenses and revenues.

Investment earnings decreased by $54 due to an $83
decrease in net asset value (NAV) that was primarily
related to bonds. SWIF's long-term investments in
bonds are adjusted to fair market value (FMV) at year-
end. The cause of these adjustments is directly related
to the financial market, which saw more favorable
conditions in the bond market in the prior fiscal year.
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State Lottery Fund
Condensed, comparative, financial information (amounts in millions)

Description
Cash and short-term investments
Other assets
Total assets
Total deferred outflows of resources
Accounts payable
Other liabilities
Total liabilities
Total deferred inflows of resources
Total net position
Total operating revenues: Sales and services
Cost of sales and services
Other expenses
Total operating expenses
Operating income (loss)
Nonoperating revenues, net
Income (loss) before transfers
Transfers in
Transfers out
Transfers, net
Decrease in net position

2025 2024
$ 456 S 776
273 271

729 1,047

23 28

567 555

160 288

727 843

21 26

$ 4 S 206
S 4,449 S 4,935
4,600 4,863

25 21

4,625 4,884

(176) 51

25 40

(151) 91

205 88

(256) (251)

(51) (163)

$ (202) $ (72)

Fund Description: The State Lottery Fund receives the
proceeds of all lottery sales and designates all of its net
proceeds to programs that benefit older Pennsylvanians.
These programs include shared rides and free transit,
property tax and rent rebates, medical assistance for long-
term care, the Pharmaceutical Assistance Contract for the
Elderly (PACE), which provides assistance for the payment
of prescription drugs, and PENNCARE, which provides a
variety of community-based and in-home services, such as
home health care; personal care; health support services
such as housekeeping, shopping assistance, laundry and
mending; respite care (caregiver relief); transportation
and other routine household chores as necessary to
maintain a consumer's health, safety and ability to remain
in the home; and home-delivered meals prepared at a
central location and delivered to a person's home.

Cash and short-term investments decreased by $320 as a
direct result of the $319 decrease in temporary
investments. The balance of temporary investments
changes daily as funds are moved between various cash
accounts. The temporary investment balance fluctuates
throughout the year, depending on the timing of cash
receipts and payment obligations.

Other liabilities decreased by $128. Due to other funds
decreased $126 as there was a $128 accrual of expenses
from the General Fund for Community HealthChoices to
the State Lottery Fund at June 30, 2024. A similar accrual
was unnecessary in the current fiscal year, as similar
activities were completed prior to fiscal year end.
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Total operating revenues: Sales and services decreased
$486, which is attributable to a decrease in overall lottery
sales, specifically in the area of field prizes and scratch-
offs which decreased $173 and $183, respectfully. The
shift in consumer spending continues to result in
decreasing sales of scratch-off games, the lottery's most
popular product category. Fiscal year ended June 30, 2025
was a below-average year for multi-state games
(Powerball and Mega Millions) jackpots, which resulted in
category sales more than 25% below the five-year
category sales average. The lottery saw an 11.1% decline
in sales compared to the prior fiscal year.

Cost of sales and services decreased by $263. Operating
costs remain one of the lowest in the country at 2.23% of
traditional ticket sales. Operating expenses have a strong
correlation to operating revenues, as the number of
payments for field-paid prizes is directly related to lottery
sales. Field-paid prizes and commissions saw the most
significant decreases, $173 and $36, respectfully. Lottery-
related costs overall have decreased for goods and
services, and these costs vary from year to year based on
business needs or sales, game designs, and player
behavior.

Transfers in increased by $117 due to an increase in
property tax relief. In 2024, the Property Tax Rent Rebate
program underwent its largest expansion in nearly two
decades. Changes to income limits, rebate amounts, and
deadlines made  approximately 175,000 more
Pennsylvanians eligible for the program.
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MANAGEMENT'S DISCUSSION AND ANALYSIS

June 30, 2025

Tuition Payment Fund
Condensed, comparative, financial information (amounts in millions)

Description
Cash and short-term investments
Long-term investments
Other assets
Total assets
Securities lending obligations
Tuition benefits payable
Other liabilities
Total liabilities
Total net position

Total operating revenues: Sales and services

Operating loss
Nonoperating revenues, net

Increase in net position

Total operating expenses: Cost of sales and services

2025 2024
$ 229 S 193
2,464 2,216

21 91

2,714 2,500

74 45

1,769 1,725

34 62

1,877 1,832

$ 837 $ 668
$ 215 $ 209
301 286

(86) (77)

255 204

$ 169 $ 127

Fund Description: The Tuition Payment Fund is
administered by the Tuition Account Guaranteed Savings
Program Bureau, an office within the Commonwealth
Treasury Department. The Fund provides Commonwealth
residents the opportunity to prepay college tuition
towards future education expenses at eligible educational
institutions. An eligible educational institution is defined
by the Internal Revenue Code. Commonwealth-owned
and related universities and community colleges
participate in the program. At June 30, 2025, 34 such
institutions were participating. In addition, private
institutions, which are defined as any private or out-of-
state public post-secondary educational institution, are
considered eligible for the program.

Total assets increased by $214 and are attributable mostly
to an increase in investments held compared to the prior
year. The portfolio's return (net of fees) was 10.57% as of
June 30, 2025, compared to 9.46% as of June 30, 2024.
The Fund's returns increased due to positive market
fluctuations throughout the year, mostly from the Global
Infrastructure sector that rose from 3.61% to 20.40%;
International Equities, which increased from 10.61% to
16.99%; and Real Estate which maintained its upward
trajectory advancing from 4.70% to 10.50%.
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Total liabilities increased by $45 which is attributable to
heightened securities lending obligations, resulting from a
rise in lendable securities within the portfolio at the end
of the year.

Total operating expenses: Cost of sales and services
increased by $15 primarily due to an increase in tuition
benefit expense of $9. The program usage resulted in
13,971 beneficiaries using 456,020 credits during the fiscal
year ended June 30, 2025, compared to 14,623
beneficiaries using 497,383 credits during the fiscal year
ended June 30, 2024. Salaries and other administrative
expenses also showed a slight increase during the fiscal
year compared to the prior fiscal year.

Nonoperating revenues, net increased by $51 largely due
to positive market fluctuations, mostly from the Global
Infrastructure, International Equities, and Real Estate
sectors.

Net position increased by $169 from the prior year. At
$837, the plan is currently 143.84% funded as of June 30,
2025, compared to 138.17% funded as of June 30, 2024.
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MANAGEMENT'S DISCUSSION AND ANALYSIS

June 30, 2025

State Stores Fund
Condensed, comparative, financial information (amounts in millions)

Description
Cash and investments
Inventory
Other assets
Total assets
Total deferred outflows of resources
Accounts payable
Pension and OPEB liabilities
Other liabilities
Total liabilities
Total deferred inflows of resources
Total net position (deficit)
Total operating revenues: Sales and services
Cost of sales and services
Other expenses
Total operating expenses
Operating income
Nonoperating revenues, net
Income before transfers
Transfers out
Increase (decrease) in net position

2025 2024
$ 222 S 305
242 218

297 312

761 835

173 214

368 364

915 947

371 359

1,654 1,670

194 232

$ (914) $ (853)
S 2,575 S 2,582
2,352 2,262

89 86

2,441 2,348

134 234

6 11

140 245

(201) (190)

3 (61) $ 55

Fund Description: The State Stores Fund serves as the
operating fund for the Pennsylvania Liquor Control Board
(PLCB). With about 560 state-run stores throughout the
Commonwealth, the PLCB generates revenue from the
sale of wine and spirits, lottery commissions, various
licensing fees, and fines. In addition, the PLCB is a wine
wholesaler to holders of wine expanded permits, which
allows the convenience of wine sales to take place at
private retailers. Profits from the State Stores Fund are
used to fund the Pennsylvania State Police for its liquor
law enforcement authority, support the Department of
Drug and Alcohol Programs (DDAP), which provides
funding to organizations to offer drug and alcohol
education; funding to the Department of Agriculture to
support grants for Pennsylvania's wine, spirit, and beer
boards; and provide additional funding to the General
Fund.

Cash and investments decreased by $83 resulting from a
decrease in cash flow from operations and having less
funds available for cash deposits and temporary
investment purchases. This is evident as short-term
investments decreased by $69 for the fiscal year.

Inventory increased by $24 largely due to higher purchase
costs and slower than expected sales of wine and spirit
items due to inflation, as well as changing consumer
consumption patterns and preferences.

Total deferred outflows of resources decreased by $41, of
which $39 pertained to the State Employees' Retirement
System's (SERS) pension plan. This decrease was primarily
due to the change in the difference between projected
and actual investment earnings. SERS' investment gains
significantly over-performed actuarially determined
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projections during 2024. Additionally, the deferred
outflow related to the changes in assumptions decreased,
and the deferred outflow related to the difference
between expected and actual experience increased, due
to recognition of prior year deferred outflows.

Pension and OPEB liabilities decreased by $32. PLCB’s
share of the Retired Employees Health Program (REHP)
OPEB liability decreased by $19, which was largely a result
of changes in actuarial assumptions that included an
increase in the discount rate and updated trend rate
assumptions, as well as actual experience being different
than expected. The experience loss was primarily caused
by less than expected increases in per capita claim costs
due to favorable claims and rebates experience. PLCB's
share of SERS' net pension liability decreased by $13,
largely as a result of increased investment gains for the
plan.

Total deferred inflows of resources decreased by $38
relative to OPEB. The decrease primarily pertained to the
difference between expected and actual experience, the
current year changes in assumptions, and the recognition
of prior year deferred inflows in the current period, offset
by the change in proportion for PLCB among all plan
participants.

Cost of sales and services increased by $90 primarily due
to an increase in salaries, wages, other personnel costs,
and inventory costs. Inventory costs increased largely due
to higher purchase costs of wine and spirits that were
caused by inflation.
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MANAGEMENT'S DISCUSSION AND ANALYSIS

June 30, 2025

Commonwealth Financing Authority
Condensed, comparative, financial information (amounts in millions)

Description
Current assets
Noncurrent assets
Total assets
Total deferred outflows of resources
Current liabilities
Noncurrent liabilities
Total liabilities
Total deferred inflows of resources
Total net position (deficit)
Operating revenues, net of uncollectibles
Operating expenses
Operating loss
Nonoperating expenses, net
Loss before transfers
Transfers, net
Increase in net position

2025 2024
$ 2,690 S 2,206
239 245

2,929 2,451

— 1

462 518

3,852 4,011

4,314 4,529

9 11

3 (1,394) $ (2,088)
S 5 S 4
284 209

(279) (205)

(11) (64)

(290) (269)

984 793

$ 694 S 524

Fund Description: The purpose of the Commonwealth
Financing Authority (CFA) is to provide financial assistance
through bond issuance proceeds distributed in the form of
loans, loan guarantees, grants, and private equity
participating loans to promote the health, safety,
employment, business opportunities, and economic
activity of the Commonwealth.

CFA is a blended component unit of the Commonwealth,
and since its inception, the CFA has issued 22 revenue
bonds totaling $7.6 billion to promote economic growth in
the Commonwealth. Payments of principal and interest
due on outstanding debt are appropriated and transferred
from the primary government annually.

Current assets increased by $484 mostly attributable to
an increase in cash due to $216 and $92 net inflows from
Local Share and Public School Facility Improvement Grant
Program funds, respectively, receipt of $100 in funds for
the Pennsylvania Strategic Investments to Enhance Sites
Program (PA SITES), established by Act 54 of 2024, and
investment earnings of $106.

Total liabilities decreased by $215 due in part to a
decrease in long-term debt, as there were no new bond
issuances during the fiscal year and regular amortized
principal payments were made on outstanding bonds.
Current liabilities are lower by $56 primarily due to a $47
decrease in unearned revenue. As of June 30, 2025, the
total outstanding debt for CFA stood at $4,001.

Operating expenses increased by $75 primarily due to an
increase in grant expenses when compared to the prior
year. As an authority under which economic stimulus
programs are established, grants and transfers to other
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governmental entities are essential to achieving its
mission.

Nonoperating expenses, net decreased by $53 and
primarily relates to the $47 decrease in unearned
revenue, as State and Local Fiscal Recovery Fund (SLFRF)
monies were spent during the year.

Transfers, net include $984 in transfers in from the
primary government, which was comprised of transfers in
for debt service purposes as well as transfers to fund
programs such as Multimodal Transportation, Act 13,
Local Share, and PA SITES. The descriptions of these
programs are as follows: The Multimodal Transportation
Fund provides grants to encourage economic
development and ensure that a safe and reliable system of
transportation is available to residents of the
Commonwealth. Act 13 provides grants for flood
mitigation, orphaned and abandoned well plugging,
greenway trails and recreation, watershed restoration and
protection, abandoned mine drainage abatement and
treatment, baseline water quality, and sewage facility
projects. The Local Share provides grants to support and
enhance community and economic well-being and
mitigate the impact of gaming and related activities. The
PA SITES Program provides grant and loan funding to
develop competitive sites for businesses to relocate or
expand within the Commonwealth.

Net position increased by $694 primarily due to $984
transfers in partially offset by $284 operating expenses.
Transfers in increased by $191, which included $100 in
funds for the new PA SITES Program. The S80 increase in
grants largely accounted for the $75 increase in operating
expenses.
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MANAGEMENT'S DISCUSSION AND ANALYSIS

June 30, 2025

Section E: Budget Analysis Overview

General Fund Budgetary Basis
Comparison between original budget and final budget
(Amounts in millions)

The Budgetary Comparison Schedule for the General Fund
for the fiscal year ended June 30, 2025, is presented
immediately following the Notes to the Financial
Statements section of the ACFR. In the final budget, state
program revenues were adjusted to the revised revenue
estimates anticipated to be received by the end of the
fiscal year and were anticipated to be sufficient to fund all
2024-2025 original and supplemental appropriation
requests.

The difference in total state program revenues from the
original to the final budget was due to a decrease of $5 in
tax revenues, a decrease of $32 in non-tax revenues, and a
decrease of $265 in refunds, resulting in a net decrease of
$302.

Final Federal revenues and corresponding expenditures
were $504 more than originally budgeted, primarily due to
increased funding received in the PA Emergency
Management Agency in the amount of $604, the
Department of Corrections in the amount of $96, the
Department of Health in the amount of $38, Executive
Offices in the amount of $12, and a combined increase in
other agencies of the Commonwealth of $7, which totals
an increase of $757. The Department of Human Services
and the Department of Insurance's funding was reduced
by $130 and $116, respectively, along with the current
year federal lapse of $7 for a net increase of $504.

General Fund Budgetary Basis

Comparison between final budgeted and actual results
(Amounts in millions)

On an actual budgetary basis, state program revenues
were adjusted to actual revenues received by the fiscal
year-end. Final budgeted state program revenues
sufficiently funded all 2024-2025 original state
appropriations. Supplemental appropriations, passed on
November 12, 2025 by the General Appropriation Act of
2025, resulted in a $148 increase in state appropriations
and a $454 decrease in federal appropriations, with
supplemental appropriations effective as of the fiscal year
ended June 30, 2025.

Actual total state revenues were $358 more than the final
budgeted state revenues due to an increase in tax
revenues $288 and an increase in non-tax $70 revenues
actually received. The $118 increase in departmental
services is mainly attributable to increased receipts in the
Supreme Court, offset by increases/decrease in the other
agencies, resulting in a net increase of $477 in state
program revenues.
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The difference of $118 in actual state program
expenditures under the final budget is the result of the
increase available from departmental services.
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MANAGEMENT'S DISCUSSION AND ANALYSIS

June 30, 2025

Section F: Capital Asset and Long-term Debt Activity

Capital Asset Overview and Explanation

Throughout the fiscal year, Commonwealth agencies
acquire or construct capital assets. In governmental fund
financial statements, expenditures for capital assets are
typically reported as capital outlay. General capital assets
of the Commonwealth are those used in the performance
of specific governmental functions with useful lives
greater than one year. General capital assets are reported
as part of governmental activities in government-wide
financial statements. Capital assets of proprietary funds
are reported in both proprietary fund financial statements
and government-wide financial statements. Fiduciary fund
capital assets are reported in fiduciary fund financial
statements; fiduciary funds are not included in
government-wide financial statements.

Funding for the construction of buildings and related
improvements is almost entirely provided by the proceeds
of general obligation (GO) bonds issued; such proceeds
are generally accounted for in capital projects funds in
governmental fund financial statements as another
financing source. In the government-wide financial
statements, bond proceeds are reported as additions to
long-term GO bond liabilities. Construction project
expenditures and cumulative construction-in-progress
expenditures at fiscal year-end are reported as part of
general capital assets. Highway and bridge infrastructure
assets are typically funded with Motor License Fund taxes,
license and registration fees, transfers from the
Pennsylvania Turnpike Commission, and federal revenues.
The Motor License Fund reports transportation and capital
outlay expenditures in its governmental fund financial
statements; a portion of such expenditures are reported
as additions to capital assets in government-wide financial
statements.
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In government-wide and proprietary fund financial
statements, depreciation and amortization expenses for
capital assets are reported to recognize the cost of “using
up” capital assets over their estimated useful lives. In
other words, depreciation and amortization expense is an
allocation of an asset’s cost over its estimated useful life
and is reported in the government-wide financial
statements. This treatment differs from reporting capital
outlay as ‘current expenditures’ in governmental fund
financial statements. The depreciation expense of highway
and bridge infrastructure and other capital assets is not
related to the quality or relative value of these assets;
rather, as previously mentioned, it is a specific accounting
treatment to recognize the cost of “using up” the assets
over periods of time. The estimated useful lives of
highway and bridge infrastructure capital assets are 25
years for highways and 50 years for bridges. Neither land
nor construction-in-progress assets are considered
depreciable; therefore, no depreciation expense is
reported for those assets.

Note 1 in the notes to the financial statements section of
the ACFR discusses capital assets significant accounting
policies.

Note 4 in the notes to the financial statements section of
the ACFR provides more information on capital asset
activities during the fiscal year ended June 30, 2025.
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MANAGEMENT'S DISCUSSION AND ANALYSIS

June 30, 2025

Long-term Debt Overview — fiscal year ended June 30, 2025
(Amounts in millions)

The constitution of the Commonwealth of Pennsylvania
permits the incurrence of debt without the approval of
the electorate for capital projects specifically authorized in
a capital budget. Capital project debt outstanding cannot
exceed one and three quarters (1.75) times the average of
the annual tax revenues deposited in all funds during the
previous five fiscal years. The Commonwealth’s
constitutional debt limit, which allows for the incurrence
of debt to be used for capital projects without electorate
approval as specifically itemized in a capital budget, was
$84.2 billion as of August 31, 2025, with net debt
outstanding after credit for refunded debt of $10.1 billion
for a remaining legal debt margin of $74.1 billion. In
addition to constitutionally authorized capital project
debt, the Commonwealth may incur debt for electorate-
approved programs, such as economic revitalization, land
and water development, water facility restoration, and
certain environmental initiatives; and for special purposes
approved by the General Assembly, such as disaster relief.

At June 30, 2025, the Commonwealth had a total General
Obligation Bond principal outstanding of $10.9 billion for
the following purposes:
S 6,476 Capital Facilities Bonds
4,415 Refunding Bonds
56 Electorate Approved Debt (various)

During the fiscal year ended June 30, 2025, debt service
fund transfers were paid primarily from the General Fund,
the Motor License Fund, and the Gaming Fund in the
amounts of $1,123, $122, and S50, respectively, to make
principal and interest payments to bondholders.

Note 6 in the notes to the financial statements section of
the ACFR provides more details on long-term debt
balances and activity.

Debt Administration — fiscal year ending June 30, 2026
(Amounts in millions)

During the fiscal year ending June 30, 2026, the Office of
the Budget currently plans to issue general obligation
bonds, excluding refundings, in the amount of $1,570. This
is an increase of $175 when compared to the actual new
money bond issuance of $1,395 during the fiscal year
ended June 30, 2025. The current plan reflects the need to
make continued investments in the Commonwealth’s
capital infrastructure, local capital projects, and mass
transportation infrastructure.

Debt principal retirements of $1,058 are currently planned
for the fiscal year ending June 30, 2026. The
Commonwealth continues to evaluate refunding
opportunities for its outstanding bonds to reduce interest
costs.

In addition to general obligation bonds, the
Commonwealth may issue tax anticipation notes to meet
operating cash needs during certain months of the fiscal
year. Tax anticipation notes may be issued only for the
General Fund and the Motor License Fund. They may not
exceed 20% of the funds’ estimated revenues for the fiscal
year and must mature during the fiscal year in which they
were issued. Cash shortages may occur during the fiscal
year because tax receipts, unlike cash disbursements, are
concentrated in the last four months of the fiscal year. The
Commonwealth does not anticipate issuing a tax
anticipation note for the fiscal year ending June 30, 2026.
Additionally, the Commonwealth may obtain a short-term
investment line of credit with the Pennsylvania Treasury

Commonwealth of Pennsylvania
WWW.pa.gov

Department. All amounts drawn using the lines of credit
must be returned with interest in the same fiscal year in
which the draw occurred. The Commonwealth does not
anticipate obtaining a line of credit for the fiscal year
ending in 2026.

The Commonwealth’s planned issuance for the fiscal year
ending June 30, 2026 is dependent on the passage of an
annual capital budget by the state legislature. The capital
budget for the fiscal year ending June 30, 2026 was
enacted on November 19, 2025.

There were no debt limitations, restrictions, or
commitments during the fiscal year ended June 30, 2025,
that may affect the Commonwealth’s plans during the
fiscal year ending June 30, 2026.
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MANAGEMENT'S DISCUSSION AND ANALYSIS

June 30, 2025

Section G: Currently Known Facts
(Amounts in whole dollars)

Corporate Tax Rate

For tax vyears beginning January 1, 1995 through
December 31, 2022 at tax rate of 9.99% was in effect. In
June of 2022, Act 53 was signed into law and reduced the
corporate income tax rate. Starting in 2023, the 9.99%
corporate tax rate will decrease .5% each year until it
reaches 4.99% in calendar year 2031. For calendar year
2025, the corporate tax rate is 7.99% and will be reduced
to 7.49% for calendar year 2026.

Working Pennsylvanians Tax Credit (WPTC)

The WPTC is included in Act No. 45, (H.B. 416), which was
signed into law along with the passage of the state budget
on November 12, 2025, and is available in tax years
beginning after December 31, 2024. The credit is a state-
level version of the federal Earned Income Tax Credit
(EITC), allowing Pennsylvania workers to claim a credit on
their state income tax bill equivalent to 10% of their
federal EITC. The credit is refundable and based on
current income estimates, approximately 940,000
Pennsylvanians, totaling $193 million, will see a benefit
from the credit.
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Opioid Settlement Agreements

The Commonwealth, through the PA Office of the
Attorney General (AG), has entered into settlement
agreements with manufacturer Janssen Pharmaceuticals,
Inc., its parent company Johnson & Johnson, distributors
McKesson, Cardinal Health, and AmerisourceBergen, as
well as consulting group McKinsey. Agreements with Teva,
Allergan, CVS, Walgreens, and Walmart have been
finalized and an agreement with Purdue Pharma is in the
process of being finalized. No receivable for Purdue
Pharma was recorded as of June 30, 2025 due to the
settlement not being finalized. The settlements state that
a significant amount of the settlement funds must be used
to remediate the opioid crisis. As of June 30, 2025, the
Commonwealth has received approximately $67 million in
opioid settlement funds. The Commonwealth is expected
to receive $185 million over the next 16 years related to
finalized agreements. The Commonwealth received $21.2
million subsequent to June 30, 2025.
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Commonwealth of Pennsylvania
Statement of Net Position
June 30, 2025

(Amounts in thousands)

ASSETS
Current assets:
Cash—Note 2, 16
Cash with fiscal agents—Note 2
Temporary investments—Note 2, 16
Receivables (net):
Taxes—Note 3
Unemployment assessments
Accounts
Investment earnings
Interest on notes and loans
Loans—Note 3, 16
Lease rentals—Note 3
Investment sale proceeds
Other
Due from pension trust funds—Note 5
Due from primary government—Note 5
Due from component units—Note 5
Due from Federal Government
Due from political subdivisions
Due from other governments
Inventory
Prepaid expenses
Other assets
Total current assets
Noncurrent assets:
Restricted cash—Note 2
Long-term investments—Note 2, 16
Receivables (net):
Taxes—Note 3
Loans—Note 3, 16
Lease rentals—Note 3
Due from component units—Note 5
Non-depreciable capital assets—Note 4, 16:
Land
Construction in progress
Depreciable or amortizable capital assets—Note 4, 16:
Land improvements
Buildings and building improvements
Machinery and equipment
Turnpike infrastructure
Highway infrastructure
Bridge infrastructure
Waterway infrastructure
Infrastructure-other
Library books
Other capital assets
Intangible right-to-use assets
Other intangible assets
Less: accumulated depreciation and amortization
Net depreciable or amortizable capital assets
Other assets
Total noncurrent assets
TOTAL ASSETS

TOTAL DEFERRED OUTFLOWS OF RESOURCES—Note 3, 6, 9, 10, 16
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Primary Government

Governmental Business-Type Component
Activities Activities Total Units

S 255,420 $ 2,624,833 S 2,880,253 S 2,668,641
44,615 2,002,799 2,047,414 340
19,819,372 1,108,331 20,927,703 3,991,088
3,754,456 — 3,754,456 —
— 602,001 602,001 —
2,501,492 543,959 3,045,451 297,980
73,480 24,731 98,211 21,634
25 19,480 19,505 140,500
12,219 44,034 56,253 725,189
370 14,177 14,547 22,239
6,521 10,339 16,860 —
163,637 8 163,645 97,632
5,935 — 5,935 —
— — — 17,563
55,309 — 55,309 1,893
4,367,400 213 4,367,613 30,470
3,057 5,360 8,417 —
247 5,558 5,805 806
164,844 241,585 406,429 28,436
— 2,808 2,808 60,600
3,000 41,089 44,089 38,449
31,231,399 7,291,305 38,522,704 8,143,460
— 393 393 45,250
15,318,513 3,849,182 19,167,695 2,873,086
2,061,005 — 2,061,005 —
17,000 355,443 372,443 11,481,503
2,342 97,844 100,186 126,718
14,093 — 14,093 —
4,056,288 277,803 4,334,091 543,566
7,474,752 102,988 7,577,740 2,458,099
1,240,348 180,621 1,420,969 608,463
10,233,855 604,404 10,838,259 6,140,143
2,571,865 454,208 3,026,073 1,645,530
— — — 11,201,211
43,065,841 — 43,065,841 —
21,410,436 — 21,410,436 —
51,875 — 51,875 —
370,579 — 370,579 —
— — — 70,283
— — — 2
1,925,683 564,873 2,490,556 320,736
1,816,134 154,647 1,970,781 73,225
(46,354,019) (1,016,690) (47,370,709) (11,444,769)
36,332,597 942,063 37,274,660 8,614,824
— 7,920 7,920 1,186,131
65,276,590 5,633,636 70,910,226 27,329,177
96,507,989 12,924,941 109,432,930 35,472,637
$ 6,686,650 S 357,012 S 7,043662 S 683,491
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Commonwealth of Pennsylvania
Statement of Net Position
June 30, 2025

(Amounts in thousands) Primary Government
Governmental Business-Type Component
Activities Activities Total Units
LIABILITIES
Current liabilities:
Accounts payable and accrued liabilities S 8,712,602 S 1,047,563 $ 9,760,165 S 654,916
Investment purchases payable 11,056 20,395 31,451 —
Tax refunds payable 1,366,352 — 1,366,352 —
Tuition benefits payable—Note 6 — 307,459 307,459 —
Securities lending obligations 116,216 112,062 228,278 20,254
Internal balances—Note 5 128,794 (128,838) (44) —
Due to pension trust funds—Note 5 209,158 4,783 213,941 —
Due to primary government—Note 5 - - - 62,071
Due to component units—Note 5 6,780 88 6,868 1,893
Due to political subdivisions 2,291,360 7,591 2,298,951 —
Due to other governments 14,672 430,613 445,285 1
Interest payable 158,118 13,932 172,050 422,564
Unearned revenue 729,865 316,633 1,046,498 201,578
Notes payable—Note 16 — — — 231,061
General obligation bonds payable—Note 6 1,025,940 — 1,025,940 —
Bonds payable—Note 16 — — — 98,750
Revenue bonds payable—Note 6, 16 — 149,360 149,360 516,849
Self-insurance liabilities—Note 6, 8 112,106 5,325 117,431 10,138
Compensated absence liability—Note 6, 16 148,251 7,034 155,285 27,037
Insurance loss liability-Note 6 — 109,769 109,769 —
Other financing obligations—Note 6 20,815 — 20,815 4,173
Other postemployment benefit liability—Note 10, 16 115,838 382 116,220 45,857
Nonexchange financial guarantees—Note 14 — 15,285 15,285 —
Installment purchase liability—Note 6 3,212 — 3,212 —
Right-to-use liability—Note 6 174,602 68,120 242,722 57,924
Other liabilities—Note 6 473,884 16,730 490,614 417,621
Total current liabilities 15,819,621 2,504,286 18,323,907 2,772,687
Noncurrent liabilities:
Tuition benefits payable—Note 6 — 1,461,690 1,461,690 —
Due to primary government—Note 5 — — — 14,093
Unearned revenue — — — 295
Insurance loss liability—Note 6 — 974,156 974,156 —
Notes payable—Note 16 — — — 1,133,813
General obligation bonds payable—Note 6 10,584,097 — 10,584,097 —
Bonds payable—Note 16 — — — 2,090,090
Revenue bonds payable—Note 6, 16 — 3,852,132 3,852,132 24,329,405
Other financing obligations—Note 6, 16 916,405 — 916,405 9,376
Compensated absence liability—Note 6, 16 802,542 40,075 842,617 145,997
Self-insurance liabilities—Note 6, 8 962,414 52,854 1,015,268 45,308
Other postemployment benefit liability—Note 10, 16 13,473,543 496,315 13,969,858 1,280,455
Net pension liability—Note 9, 16 16,636,157 828,919 17,465,076 1,448,073
Installment purchase liability—Note 6 3,879 — 3,879 —
Right-to-use liability—Note 6 1,020,610 186,736 1,207,346 64,646
Other liabilities—Note 6 2,270,465 388 2,270,853 449,372
Total noncurrent liabilities 46,670,112 7,893,265 54,563,377 31,010,923
TOTAL LIABILITIES 62,489,733 10,397,551 72,887,284 33,783,610
TOTAL DEFERRED INFLOWS OF RESOURCES—Note 3, 6, 9, 10, 16 7,429,668 414,611 7,844,279 1,456,768
NET POSITION—Note 15
Net investment in capital assets 40,565,561 1,067,998 41,633,559 354,806
Restricted for:
General government operations 806 — 806 —
Health-related programs 159,751 — 159,751 107,243
Transportation 2,727,961 142,107 2,870,068 —
Capital projects — — — 5,055,570
Debt service — — — 597,486
Unemployment/workers' compensation 1,038,261 2,592,256 3,630,517 —
Environmental and conservation programs 798,513 - 798,513 -
Economic development 6,617 49,382 55,999 136,087
Gaming/horse racing regulation 1,965,197 — 1,965,197 —
Correctional industries and procurement 25,272 — 25,272 —
Emergency support 113,514 141,658 255,172 —
Higher education — 873,114 873,114 1,119,313
Beneficiaries 819,120 — 819,120 —
Human services 98,170 — 98,170 —
Public protection 106,584 — 106,584 —
Other purposes - 186,491 186,491 233,992
Unrestricted (15,150,089) (2,583,215) (17,733,304) (6,688,747)
TOTAL NET POSITION § 33,275,238 § 2,469,791 § 35,745,029 §_ 915,750

- The notes to the financial statements are an integral part of this statement -
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Commonwealth of Pennsylvania
Statement of Activities

For the Fiscal Year Ended June 30, 2025

(Amounts in thousands)

Net (Expense) Revenue and

Program Revenues

Changes in Net Position
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Charges for Operating Capital Primary Government
Sales and Grants and Grants and Governmental Business-Type Component
Functions/Programs Expenses Services Contributions Contributions Activities Activities Total Units
Primary government:
Governmental activities:
Direction and supportive services 1,895,556 S 659,473 $ 140,012 S — (1,096,071) $ — S (1,096,071) S —
Protection of persons and property 9,394,452 2,185,338 1,912,392 89,217 (5,207,505) — (5,207,505) —
Public education 22,109,778 8,557 1,921,133 — (20,180,088) — (20,180,088) —
Health and human services 63,253,714 4,836,775 38,020,956 — (20,395,983) — (20,395,983) —
Economic development 2,117,997 108,639 673,121 — (1,336,237) — (1,336,237) —
Transportation 7,934,408 1,858,081 3,053,576 13,637 (3,009,114) — (3,009,114) —
Recreation and cultural enrichment 916,516 383,199 184,971 4 (348,342) — (348,342) —
Interest 340,638 — — — (340,638) — (340,638) —
Total governmental activities 107,963,059 10,040,062 45,906,161 102,858 (51,913,978) — (51,913,978) —
Business-Type activities:
State lottery 4,625,218 4,449,244 26,323 — — (149,651) (149,651) —
State workers' insurance 17,667 105,741 54,380 — — 142,454 142,454 —
Tuition payment 302,096 214,892 256,682 — — 169,478 169,478 —
Unemployment compensation 2,112,213 2,468,648 21,984 — — 378,419 378,419 —
Commonwealth financing 451,104 7,255 106,196 47,371 — (290,282) (290,282) —
Liquor control 2,448,041 2,575,080 12,892 — — 139,931 139,931 —
Economic development and other 95,366 62,645 26,717 16,971 — 10,967 10,967 —
Total business-type activities 10,051,705 9,883,505 505,174 64,342 — 401,316 401,316 —
Total primary government 118,014,764 S 19,923,567 S 46,411,335 $ 167,200 (51,913,978) 401,316 (51,512,662) —
Component units:
Total component units 6,619,351 S 3,725,189 S 3,649,352 S 268,312 — S — S - S 1,023,502
General revenues:
Taxes:
Personal income 17,956,745 — 17,956,745 —
Sales and use 16,190,160 — 16,190,160 —
Corporation 6,690,503 — 6,690,503 —
Liquid fuels and motor carriers 3,597,730 — 3,597,730 —
Gaming 2,765,226 — 2,765,226 —
Inheritance 1,705,703 — 1,705,703 —
Cigarette 886,105 — 886,105 —
Realty transfer 712,504 — 712,504 —
Other 1,159,031 — 1,159,031 —
Total taxes 51,663,707 — 51,663,707 —
Investment earnings 987,588 — 987,588 -
Total general revenues 52,651,295 — 52,651,295 —
Transfers—Note 5 (807,773) 807,773 — —
Net general revenues and transfers 51,843,522 807,773 52,651,295 —
Change in net position (70,456) 1,209,089 1,138,633 1,023,502
Net Position (Deficit) June 30, 2024, as previously reported 33,345,694 1,260,702 34,606,396 (104,111)
Prior Period Restatements—Note 16 — — — (3,641)
Net Position (Deficit) June 30, 2024 (restated)—Note 16 33,345,694 1,260,702 34,606,396 (107,752)
Net Position June 30, 2025—Note 15 33,275,238 S 2,469,791 S 35,745,029 S 915,750
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Commonwealth of Pennsylvania
Balance Sheet
Governmental Funds

June 30, 2025

(Amounts in thousands) Motor
General License Nonmajor
Fund Fund Funds Total
ASSETS

Cash—Note 2 S 156,712 $ 55,583 S 41,342 S 253,637
Cash with fiscal agents—Note 2 38,099 — 6,516 44,615
Temporary investments—Note 2 10,664,259 1,343,679 7,776,388 19,784,326
Long-term investments—Note 2 8,837,582 1,880,024 4,573,876 15,291,482
Receivables (net):

Taxes—Note 3 5,481,930 298,686 34,845 5,815,461

Accounts 2,210,896 42,077 248,155 2,501,128

Investment earnings 33,956 4,145 35,268 73,369

Interest on notes and loans 25 — — 25

Loans—Note 3 29,219 — — 29,219

Investment sale proceeds — — 6,521 6,521

Lease Rentals—Note 3 2,521 — 191 2,712

Other 130,400 33,237 - 163,637
Due from other funds—Note 5 568,694 3,452 190,279 762,425
Due from pension trust funds—Note 5 869 21 74 964
Due from component units—Note 5 29,524 77 39,751 69,352
Due from Federal Government 3,918,136 415,002 34,262 4,367,400
Due from political subdivisions 2,168 845 — 3,013
Due from other governments 157 90 — 247
Advances to other funds—Note 5 4,475 — 16,500 20,975
Other assets 3,000 — — 3,000

TOTAL ASSETS S 32,112,622 S 4,076,918 S 13,003,968 $ 49,193,508

LIABILITIES, DEFERRED INFLOWS OF
RESOURCES, AND FUND BALANCES

Liabilities:

Accounts payable and accrued liabilities S 7,325,602 $ 877,910 $ 460,692 $ 8,664,204
Investment purchases payable — — 11,056 11,056
Tax refunds payable 1,363,840 2,512 — 1,366,352
Securities lending obligations 2,256 32,067 81,432 115,755
Due to other funds—Note 5 174,910 66,479 683,856 925,245
Due to component units—Note 5 3,462 182 3,131 6,775
Due to pension trust funds—Note 5 198,152 7,394 3,445 208,991
Due to political subdivisions 1,921,532 75,137 294,685 2,291,354
Due to other governments 10,384 3,331 918 14,633
Unearned revenue—Note 3 336,112 37,165 356,588 729,865
Advances from other funds—Note 5 — 3,989 16,500 20,489
Other liabilities 429,263 - - 429,263

TOTAL LIABILITIES 11,765,513 1,106,166 1,912,303 14,783,982

Deferred inflows of resources:
TOTAL DEFERRED INFLOWS OF RESOURCES - Note 3 4,386,179 — 172,911 4,559,090

Fund balances—Note 15:

Nonspendable 26,252 — — 26,252
Restricted 146,239 2,970,752 9,479,200 12,596,191
Committed 11,472,830 — 1,450,729 12,923,559
Unassigned (deficit) 4,315,609 — (11,175) 4,304,434
TOTAL FUND BALANCES 15,960,930 2,970,752 10,918,754 29,850,436
TOTAL LIABILITIES, DEFERRED INFLOWS
OF RESOURCES AND FUND BALANCES S 32,112,622 $ 4,076,918 $ 13,003,968 S 49,193,508

- The notes to the financial statements are an integral part of this statement -
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Commonwealth of Pennsylvania

Reconciliation of the Balance Sheet

Governmental Funds to the Statement of Net Position
June 30, 2025

(Amounts in thousands)

The governmental funds balance sheet reports the total fund balance for all governmental funds. In the governmental activities column in
the statement of net position, amounts are reported for all governmental funds and adjusted to account for specific items that are
treated differently on the statement of net position than on the governmental funds balance sheet. Under the modified accrual basis of
accounting, numerous governmental assets are deferred because they may not be "available" (that is, they are not current financial
resources), and, similarly, numerous governmental liabilities are not reported because they are not due and payable until after fiscal
year-end. The following reconciliation begins with the total governmental funds fund balance and ends with the total net position for
governmental activities. It includes all of the adjustments made to "convert" governmental fund information in the fund financial
statements to governmental activities information in the statement of net position.

Total Fund Balances—Governmental Funds S 29,850,436

General capital assets used in governmental activities are not financial resources
and are therefore not reported in the governmental
funds balance sheet. These assets consist of:

Land S 4,056,288
Land improvements 1,240,156
Buildings and building improvements 10,227,423
Machinery and equipment 2,354,741
Infrastructure 64,898,731
Intangible right-to-use leases 1,610,078
Other intangible assets 1,816,134
Construction in progress 7,474,752
Accumulated depreciation and amortization (46,117,319)
Net general capital assets 47,560,984

Certain revenues are earned but not available at fiscal year-end, and therefore,
are reported as deferred inflows of resources in the governmental funds balance sheet 4,556,280

Debt refunding losses are recognized as deferred outflows of resources and debt refunding gains are
reported as deferred inflows of resources in the governmental activities statement of net position (21,310)

Other miscellaneous adjustments that are not reported in the governmental funds balance sheet
but are reported in the statement of net position (2)

Internal service funds are proprietary in nature and charge the costs of certain goods

and services to governmental funds. Therefore, the assets, deferred outflows of resources,

liabilities, and deferred inflows of resources of the internal service funds are included

in the statement of net position as governmental activities 16,437

The statement of net position includes inventories that are not reported in the
governmental funds balance sheet because they are not current financial resources 140,152

The statement of net position includes net pension liabilities for the governmental funds that are

considered long-term, and therefore, are not reported in the governmental funds balance sheet.

These include the net pension liability and associated deferred outflows of resources and deferred

inflows of resources related to these pension obligations. (13,958,602)
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Commonwealth of Pennsylvania

Reconciliation of the Balance Sheet

Governmental Funds to the Statement of Net Position
June 30, 2025

(Amounts in thousands)

The statement of net position includes other postemployment benefit liabilities for the governmental

funds that are considered long-term, and therefore, are not reported in the governmental funds balance

sheet. These include the other postemployment benefit liability and associated deferred outflows of

resources and deferred inflows of resources related to other postemployment benefits. (17,141,238)

The statement of net position includes asset retirement obligations for the governmental funds that are

considered long-term, and therefore, are not reported in the governmental funds balance sheet. These

include the asset retirement obligation liability and associated deferred outflows of resources related

to asset retirement obligations. 237,920

Certain general long-term liabilities are not due and payable at fiscal year-end, and
therefore, are not reported in the governmental funds balance sheet.
These liabilities are:

Bonds payable S (11,610,037)
Accrued interest payable (158,118)
Lease and installment purchase liabilities (926,616)
Compensated absence liability (947,746)
Self-insurance liabilities (1,070,996)
Other financing obligations (937,220)
Other liabilities (2,315,086)
(17,965,819)
Total Net Position—Governmental Activities S 33,275,238
- The notes to the financial statements are an integral part of this statement. -
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Commonwealth of Pennsylvania
Statement of Revenues, Expenditures, and Changes in Fund Balances
Governmental Funds

For the Fiscal Year Ended June 30, 2025

(Amounts in thousands) Motor
General License Nonmajor
Fund Fund Funds Total
REVENUES:
Taxes, net of refunds S 43,170,272 S 3,535,358 $ 4,701,107 $ 51,406,737
Licenses and fees 708,274 1,344,635 1,500,227 3,553,136
Intergovernmental 42,122,117 2,607,565 569,371 45,299,053
Charges for sales and services 4,814,096 118,522 670,251 5,602,869
Investment earnings 986,709 193,385 681,535 1,861,629
Interest on notes and loans 345 — 6 351
Other 613,004 3,718 254,233 870,955
TOTAL REVENUES 92,414,817 7,803,183 8,376,730 108,594,730
EXPENDITURES:
Current:
Direction and supportive services 1,123,698 39,060 682,633 1,845,391
Protection of persons and property 7,486,600 589,125 1,319,263 9,394,988
Health and human services 62,897,654 — 673,159 63,570,813
Public education 21,089,370 — 956,242 22,045,612
Recreation and cultural enrichment 454,339 8,532 412,153 875,024
Economic development 1,074,518 — 1,047,533 2,122,051
Transportation 60,301 3,418,847 2,244,562 5,723,710
Capital outlay 502,318 3,427,056 761,577 4,690,951
Debt service:
Principal retirement 19,595 — 920,881 940,476
Interest and fiscal charges 49,862 775 452,107 502,744
TOTAL EXPENDITURES 94,758,255 7,483,395 9,470,110 111,711,760

EXCESS/(DEFICIENCY) OF REVENUES
OVER/(UNDER) EXPENDITURES (2,343,438) 319,788 (1,093,380) (3,117,030)

OTHER FINANCING SOURCES (USES):

Bonds issued — — 1,395,000 1,395,000
Refunding bonds issued — — 1,396,365 1,396,365
Premium on bonds/refunding bonds — — 240,720 240,720
Other financing obligation proceeds 500,000 — — 500,000
Transfers in—Note 5 535,836 16,016 1,863,245 2,415,097
Transfers out—Note 5 (1,889,072) (138,889) (1,194,909) (3,222,870)
Payment to refunded bond escrow agent — — (1,499,472) (1,499,472)
Right-to-use and installment purchases 244,929 41,089 7,234 293,252
NET OTHER FINANCING
SOURCES (USES) (608,307) (81,784) 2,208,183 1,518,092
NET CHANGE IN FUND BALANCES (2,951,745) 238,004 1,114,803 (1,598,938)
FUND BALANCES, JULY 1, 2024 18,912,675 2,732,748 9,803,951 31,449,374
FUND BALANCES, JUNE 30, 2025 S 15,960,930 $ 2,970,752 S 10,918,754 S 29,850,436

- The notes to the financial statements are an integral part of this statement -
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Commonwealth of Pennsylvania

Reconciliation of the Statement of Revenues, Expenditures, and Changes in Fund
Balances-Governmental Funds to the Statement of Activities

For the Fiscal Year Ended June 30, 2025

(Amounts in thousands)

The governmental funds statement of revenues, expenditures, and changes in fund balances reports events and activities that affect, on a
current financial resources basis, fund balance changes during the fiscal year. The governmental activities column on the government-wide
statement of activities conveys information on an economic resources basis. In effect, the government-wide statement demonstrates all
expenses and revenues related to the operation of the government for the fiscal year ended June 30, 2025. Expenses such as depreciation
and certain claims and judgments and revenues that may not be collected for several months after fiscal year-end are included in the
government-wide statement but are not included in the governmental funds statement. This reconciliation reports all economic events
during the fiscal year that appear on the government-wide statement of activities but are not included in the governmental funds

statement.

Net change in total fund balances of governmental funds

Amounts reported for governmental activities in the statement of activities are different because:

Capital outlays are reported as expenditures in governmental funds; however, in the government-
wide statements, capital outlays are reported as increases in capital assets (not expenses), and the
cost of general capital assets is allocated over their estimated useful lives and reported as
depreciation expense. All depreciation is reported as part of functional program expenses. The
current amounts were:

Capital asset acquisitions S 4,690,951
Depreciation expense and losses on retirement or sale of assets (2,818,212)
Lease, installment purchase and related payments 196,385

Net excess of capital asset additions/installment purchase

payments over depreciation expense

Long-term debt proceeds provide current financial resources to governmental funds; however, issuing long-term debt
increases general long-term liabilities in the statement of net position. During the current fiscal year, proceeds were
received from capital lease and installment purchase financing:

General obligation bonds including a premium of $135,204 S (1,530,204)
Refunding bonds including a premium of $105,516 (1,501,881)
Other financing obligations (500,000)
Lease and installment purchase financing (293,252)

Total bond proceeds and lease and installment purchase financing

Repayment of general long-term liabilities is reported as an expenditure in governmental funds, but the repayment
reduces general long-term liabilities in the statement of net position. During the current fiscal year this amount
consisted of retirement of bond principal:

(1,598,938)

2,069,124

(3,825,337)

Bond principal retirement S 940,476
Payments to refunded bond escrow agent 1,499,472
Total bond principal retirement 2,439,948
Internal service funds charge the costs of certain goods and services to individual funds. The net gain of the internal
service funds is reported as part of governmental activities expenses. 12,659
Certain tax and other revenues due by fiscal year-end will not be collected for several months or years after fiscal year-
end; they are not considered available revenues in the governmental funds, but they are reported as revenues in the
statement of activities. 96,713
Certain expense adjustments are reported in the statement of activities because they are not due and payable and are
funded with future economic resources rather than current available financial resources. 735,375
Net change in governmental net position in the statement of activities (70,456)
- The notes to the financial statements are an integral part of this statement -
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Commonwealth of Pennsylvania
Statement of Net Position

Proprietary Funds
June 30, 2025

(Amounts in thousands)

ASSETS
Current assets:
Cash—Note 2
Cash with fiscal agents
Temporary investments—Note 2
Receivables (net):
Unemployment assessments
Accounts
Investment earnings
Interest on loans
Loans—Note 3
Lease rental—Note 3
Investment sale proceeds
Other
Due from other funds—Note 5
Due from pension trust funds—Note 5
Due from component units—Note 5
Due from Federal Government
Due from political subdivisions
Due from other governments
Advances to other funds—Note 5
Inventory
Prepaid expenses
Other assets
Total current assets

Noncurrent assets:
Restricted cash
Long-term investments—Note 2
Receivables (net):
Loans—Note 3
Lease rentals—Note 3

Non-depreciable capital assets—Note 4:

Land
Construction in progress

Depreciable or amortizable capital assets—Note 4:

Land improvements

Buildings and building improvements

Machinery and equipment
Intangible right-to-use assets
Other intangible assets

Less: accumulated depreciation and amortization
Net depreciable or amortizable capital assets

Other assets
Total noncurrent assets
TOTAL ASSETS

TOTAL DEFERRED OUTFLOWS OF RESOURCES—Note 3, 6, 9, 10

Enterprise Funds

State Workers'
Unemployment Insurance State Tuition State Commonwealth Internal
Compensation Fund Lottery Payment Stores Financing Nonmajor Service
Fund (Dec. 31, 2024) Fund Fund Fund Authority Funds Total Funds
S 65,244 3,167 171 S 13,324 S 51,401 2,463,228 28,298 2,624,833 1,787
2,002,798 - - - - - 1 2,002,799 -
25,606 86,559 455,711 216,118 171,318 — 153,019 1,108,331 35,046
602,001 — — — — — — 602,001 —
447,067 30,437 63,275 - 932 - 2,248 543,959 365
138 10,870 1,658 10,974 694 — 397 24,731 111
17,763 - - - - 961 756 19,480 -
— — — — — 21,870 22,164 44,034 —
— — — — — — 14,177 14,177 —
— — — 10,339 — — — 10,339 —
5,947 — 12 1 33 204,058 6,970 217,021 37,588
— — - — - - — - 4,971
— - - - - — - - 50
211 — - — - - 2 213 —
5,360 - - - - — - 5,360 44
5,511 — - — — — 47 5,558 —
— - - - - — 1,814 1,814 —
- - - - 241,581 - 4 241,585 24,692
— — — — 1,697 — 1,111 2,808 —
= 9,840 31,249 = - - - 41,089 =
3,177,646 140,873 552,076 250,764 467,656 2,690,117 231,008 7,510,140 104,654
- - - - - — 393 393 -
— 1,138,325 4 2,463,980 — — 246,873 3,849,182 27,030
— — — — — 239,315 116,128 355,443 —
— — — — — — 97,844 97,844 —
- - - - - — 277,803 277,803 -
— — — — — — 102,988 102,988 —
— — — — — — 180,621 180,621 192
115 — — — 2,512 — 601,777 604,404 6,432
355 — 317,362 — 49,114 — 87,377 454,208 217,124
2,673 654 9,436 - 552,110 — - 564,873 315,605
18,072 58,546 — — 78,029 — — 154,647 —
(7,689) (8,429) (149,368) — (388,676) — (462,528) (1,016,690) (236,700)
13,526 50,771 177,430 — 293,089 — 407,247 942,063 302,653
— — — — — — 7,920 7,920 —
13,526 1,189,096 177,434 2,463,980 293,089 239,315 1,257,196 5,633,636 329,683
3,191,172 1,329,969 729,510 2,714,744 760,745 2,929,432 1,488,204 13,143,776 434,337
S 134,699 8,716 23,648 S ) 173,377 355 16,217 357,012 22,848
60 Governor's Office of the Budget
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Commonwealth of Pennsylvania
Statement of Net Position
Proprietary Funds

June 30, 2025

(Amounts in thousands)

Enterprise Funds

State Workers'
Unemployment Insurance State Tuition State Commonwealth Internal
Compensation Fund Lottery Payment Stores Financing Nonmajor Service
Fund (Dec. 31, 2024) Fund Fund Fund Authority Funds Total Funds
LIABILITIES
Current liabilities:
Accounts payable and accrued liabilities $ 71,865 S 388 S 567,131 $ 14,397 $ 368,384 S 67 S 21,835 S 1,047,563 S 48,404
Investment purchases payable — — — 20,395 — — — 20,395 —
Tuition benefits payable—Note 6 - - - 307,459 - - - 307,459 -
Securities lending obligations — 34,436 — 73,415 — — 4,211 112,062 461
Due to other funds—Note 5 29,782 — 32,711 — 23,686 1,235 94 87,508 4,047
Due to pension trust funds—Note 5 12 - 239 - 4,313 — 219 4,783 167
Due to component units—Note 5 — — — — 39 — 49 88 5
Due to political subdivisions 2 — 7,518 — — — 71 7,591 4
Due to other governments 428,364 — 970 — 1,243 — 36 430,613 38
Interest payable — — — — — 13,932 — 13,932 —
Unearned revenue - 29,357 2,165 - - 282,541 2,570 316,633 -
Revenue bonds payable—Note 6 — — — — — 149,360 — 149,360 —
Self-insurance liabilities—Note 8 238 39 100 — 4,842 — 106 5,325 322
Compensated absences—Note 6 — 363 598 — 5,622 — 451 7,034 457
Insurance loss liability—Note 6 — 109,769 — — — — — 109,769 —
Advances from other funds—Note 5 — 2,489 — — — — — 2,489 —
Other postemployment benefit liability—Note 10 — — — — 163 — 219 382 —
Nonexchange financial guarantees—Note 14 — — — — — 15,285 — 15,285 —
Installment purchase liability—Note 6 - - - - - - - - 366
Right-to-use liability—Note 6 — 125 829 — 67,166 — — 68,120 9,758
Other liabilities — 16,730 — — — — — 16,730 —
Total current liabilities 530,263 197,192 612,261 415,666 475,458 462,420 29,861 2,723,121 64,029
Noncurrent liabilities:
Tuition benefits payable—Note 6 — — — 1,461,690 — — — 1,461,690 —
Insurance loss liability—Note 6 - 973,662 - - - - 494 974,156 -
Revenue bonds payable—Note 6 — — — — — 3,852,132 — 3,852,132 —
Compensated absences—Note 6 — 2,058 3,389 221 31,855 — 2,552 40,075 2,590
Self-insurance liabilities—Note 8 2,363 383 995 - 48,064 — 1,049 52,854 3,202
Other postemployment benefit liability—Note 10 81,616 16,888 38,603 — 338,838 — 20,370 496,315 25,714
Net pension liability—Note 9 106,609 35,144 69,326 — 576,140 — 41,700 828,919 55,132
Installment purchase liability—Note 6 — — — — — — — — 277
Right-to-use liability—Note 6 — 124 2,348 — 184,264 — — 186,736 265,286
Other liabilities — — — — — — 388 388 —
Total noncurrent liabilities 190,588 1,028,259 114,661 1,461,911 1,179,161 3,852,132 66,553 7,893,265 352,201
TOTAL LIABILITIES 720,851 1,225,451 726,922 1,877,577 1,654,619 4,314,552 96,414 10,616,386 416,230
TOTAL DEFERRED INFLOWS OF RESOURCES—Note 3, 6, 9, 10 46,623 15,327 22,082 — 193,571 9,493 127,515 414,611 24,518
NET POSITION—Note 15
Net investment in capital assets 13,526 50,522 174,253 — 41,659 — 788,038 1,067,998 26,966
Restricted for:
Transportation - - - - - - 142,107 142,107 -
Unemployment/workers' compensation 2,544,871 47,385 — — — — — 2,592,256 —
Economic development — — — — — — 49,382 49,382 —
Correctional industries and procurement — — — — — — — — 25,272
Emergency support — — — — — — 141,658 141,658 —
Higher education — - - 873,114 - — - 873,114 —
Other purposes — — — — — — 186,491 186,491 —
Unrestricted — — (170,099) (35,947) (955,727) (1,394,258) (27,184) (2,583,215) (35,801)
TOTAL NET POSITION (DEFICIT) $ 2,558,397 $ 97,907 $ 4154 $ 837,167 $ (914,068) $ (1,394,258) $ 1,280,492 $ 2,469,791 $ 16,437

- The notes to the financial statements are an integral part of this statement -
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Commonwealth of Pennsylvania

Statement of Revenues, Expenses, and Changes in Net Position

Proprietary Funds
For the Fiscal Year Ended June 30, 2025

(Amounts in thousands)

OPERATING REVENUES:
Sales and services—Note 3
Interest on loans
Other

OPERATING REVENUES BEFORE PROVISION
FOR UNCOLLECTIBLE ACCOUNTS

Provision for uncollectible accounts

NET OPERATING REVENUES

OPERATING EXPENSES:
Cost of sales and services
Depreciation and amortization
Other

TOTAL OPERATING EXPENSES
OPERATING INCOME (LOSS)

NONOPERATING REVENUES (EXPENSES):
Investment earnings
Interest expense
Investment expense
Grants and other revenues
Capital grants and contributions
Other expenses

NONOPERATING REVENUES (EXPENSES), NET
INCOME (LOSS) BEFORE TRANSFERS AND CONTRIBUTIONS

TRANSFERS AND CONTRIBUTIONS:
Capital contributions
Transfers in—Note 5
Transfers out—Note 5
TRANSFERS AND CONTRIBUTIONS, NET

INCREASE/(DECREASE) IN NET POSITION
TOTAL NET POSITION (DEFICIT), JULY 1, 2024

TOTAL NET POSITION (DEFICIT), JUNE 30, 2025

Enterprise Funds

State
Workers'
Unemployment Insurance State Tuition State Commonwealth Internal
Compensation Fund Lottery Payment Stores Financing Nonmajor Service
Fund (Dec. 31, 2024) Fund Fund Fund Authority Funds Total Funds
2,468,647 73,419 S 4,449,243 S 214,892 S 2,574,996 S 869 S 53,912 S 9,835,978 S 144,620
— — — - — 4,870 3,104 7,974 -
— 32,322 1 — — 1,516 279 34,118 —
2,468,647 105,741 4,449,244 214,892 2,574,996 7,255 57,295 9,878,070 144,620
_ _ _ — — (2,793) (120) (2,913) —
2,468,647 105,741 4,449,244 214,892 2,574,996 4,462 57,175 9,875,157 144,620
2,109,071 10,786 4,600,258 300,819 2,351,882 284,221 50,285 9,707,322 94,934
3,142 5,657 24,882 — 89,429 — 35,982 159,092 35,638
— — — — — — 6,425 6,425 —
2,112,213 16,443 4,625,140 300,819 2,441,311 284,221 92,692 9,872,839 130,572
356,434 89,298 (175,896) (85,927) 133,685 (279,759) (35,517) 2,318 14,048
21,774 54,380 22,940 256,682 12,892 106,196 26,350 501,214 3,565
— (7) (78) — (6,145) (164,090) — (170,320) (4,942)
- (1,217) - (1,277) - - - (2,494) —
211 — 3,383 — 84 5,717 9,395 —
— - - — — 47,371 — 47,371 —
— — - — (585) — (2,554) (3,139) (12)
21,985 53,156 26,245 255,405 6,246 (10,523) 29,513 382,027 (1,389)
378,419 142,454 (149,651) 169,478 139,931 (290,282) (6,004) 384,345 12,659
- - - - - - 16,971 16,971 -
— — 204,515 — — 984,402 81,076 1,269,993 —
(5,000) — (255,907) — (201,068) (245) (462,220) -
(5,000) — (51,392) — (201,068) 984,157 98,047 824,744 —
373,419 142,454 (201,043) 169,478 (61,137) 693,875 92,043 1,209,089 12,659
2,184,978 (44,547) 205,197 667,689 (852,931) (2,088,133) 1,188,449 1,260,702 3,778
2,558,397 97,907 $ 4,154 S 837,167 S (914,068) S (1,394,258) S 1,280,492 S 2,469,791 S 16,437
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Commonwealth of Pennsylvania
Statement of Cash Flows
Proprietary Funds

For the Fiscal Year Ended June 30, 2025

(Amounts in thousands)

CASH FLOWS FROM OPERATING ACTIVITIES:
Receipts from employers
Receipts from customers and participants
Receipts from borrowers for fees and loan repayments
Receipt of premiums
Payments to programs for the elderly
Payments to prize winners
Payments to participants
Payments to claimants
Payments to borrowers
Payments for vendors, employees and other costs
Payments of grants and loan guarantees
Other receipts
NET CASH PROVIDED BY (USED FOR) OPERATING ACTIVITIES

CASH FLOWS FROM NON-CAPITAL FINANCING ACTIVITIES:
Net advances from (to) other funds
Principal payments on other non-capital debt
Interest payments on other non-capital debt
Transfers in
Transfers out
Grants and other revenues
Bond issuance costs
Right-to-use lease interest
NET CASH PROVIDED BY (USED FOR) NON-CAPITAL FINANCING ACTIVITIES

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES:
Acquisition and construction of capital assets
Proceeds from disposal of capital assets
Principal paid on capital financing
Interest paid on capital financing
Transfers in
Capital contributions
Maintenance payments
NET CASH USED FOR CAPITAL AND RELATED FINANCING ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES:
Purchase of investments
Sales and maturities of investments
Investment earnings
NET CASH PROVIDED BY (USED FOR) INVESTING ACTIVITIES

NET INCREASE (DECREASE) IN CASH

CASH AT JULY 1, 2024

CASH AT JUNE 30, 2025 (including $393 in restricted assets)

Commonwealth of Pennsylvania
WWW.pa.gov

Enterprise Funds

Unemployment State Workers' State Tuition State Commonwealth Internal
Compensation Insurance Fund Lottery Payment Stores Financing Nonmajor Service
Fund (Dec. 31, 2024) Fund Fund Fund Authority Funds Total Funds
S 2,368,224 S 67,339 - S - S - $ ) ) 2,435,563 -
— — 4,444,679 214,892 2,575,682 — 51,465 7,286,718 155,629
- - - - - 29,998 29,111 59,109 -
_ _ _ _ — - 4,755 4,755 —
- - (908,672) - - - - (908,672) -
- - (3,002,328) - - - - (3,002,328) -
— — - (247,421) — - — (247,421) —
(1,977,109) (79,978) — — — — — (2,057,087) —
- - - - - (23,993) (25,341) (49,334) -
— (78,226) (811,545) (3,171) (2,388,936) (6,326) (62,969) (3,351,173) (123,720)
- - - - - (278,424) - (278,424) -
— 32,322 1 — — — 34 32,357 389
391,115 (58,543) (277,865) (35,700) 186,746 (278,745) (2,945) (75,937) 32,298
- 87 — - - - 362 449 —
— — - - — (157,015) — (157,015) —
- — — - - (174,994) - (174,994) —
— — 204,515 — — 987,775 1 1,192,291 —
(5,000) — (255,907) — (198,364) (245) — (459,516) —
463 — 2,404 — — — 647 3,514 —
_ _ _ _ — — (1,783) (1,783) —
— — - — — — 5,529 5,529 —
(4,537) 87 (48,988) — (198,364) 655,521 4,756 408,475 —
(6,057) (1,925) (16,640) - (7,466) — (122,049) (154,137) (17,848)
- - - - - - - - 5,119
(888) (132) (944) - (68,998) - - (70,962) (9,540)
— (7) (78) — (6,145) — — (6,230) (4,942)
- - - - - - 102,983 102,983 -
— — — — — — 16,971 16,971 —
— — - - - — (5,011) (5,011) —
(6,945) (2,064) (17,662) — (82,609) — (7,106) (116,386) (27,211)
(17,675) (1,146,854) (1,633,926) (1,420,505) (1,664,848) — (85,453) (5,969,261) (248,838)
57,242 1,164,303 1,953,302 1,396,508 1,733,535 - 72,034 6,376,924 241,348
21,917 45,525 24,549 65,588 12,198 106,196 15,317 291,290 2,256
61,484 62,974 343,925 41,591 80,885 106,196 1,898 698,953 (5,234)
441,117 2,454 (590) 5,891 (13,342) 482,972 (3,397) 915,105 (147)
1,626,925 713 761 7,433 64,743 1,980,256 32,089 3,712,920 1,934
$ 2,068,042 $ 3,167 171 ¢ 13,324 $ 51,401 $ 2,463,228 S 28,692 S 4,628,025 1,787
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Commonwealth of Pennsylvania
Statement of Cash Flows
Proprietary Funds

For the Fiscal Year Ended June 30, 2025

(Amounts in thousands)

RECONCILIATION OF OPERATING INCOME (LOSS) TO NET
CASH PROVIDED BY (USED FOR) OPERATING ACTIVITIES
Operating income (loss)

Depreciation and amortization of capital assets
Amortization of other assets
Provision for uncollectible accounts
Other adjustments
Effect of changes in assets, liabilities, deferred outflows and deferred inflows:
Unemployment assessments receivable
Accounts receivable
Interest on loans receivable
Loans receivable
Lease rental receivable
Other receivables
Due from other funds
Due from pension trust funds
Due from component units
Due from political subdivisions
Due from other governments
Inventory
Prepaid expenses
Other current and noncurrent assets
Deferred outflows
Accounts payable and accrued liabilities
Tuition benefits payable
Due to other funds
Due to pension trust funds
Due to component units
Due to political subdivisions
Due to other governments
Unearned revenue
Self-insurance liabilities
Compensated absences
Insurance loss liability
Other postemployment benefit liability
Nonexchange financial guarantees
Net pension liability
Other current and noncurrent liabilities
Deferred inflows
Total Adjustments
NET CASH PROVIDED BY (USED FOR) OPERATING ACTIVITIES
NONCASH INVESTING, CAPITAL AND FINANCING ACTIVITIES:
Increase (decrease) in fair value of investments during the fiscal year
Increase (decrease) in investment receivables
Increase in investment payables

Increase (decrease) in investments from changes in securities lending obligations

Disposals of capital assets

Right-to-use asset acquisitions

Right-to-use asset terminations

Amortization of bond premium/discount and deferred refunding loss (net)
Transfers from other funds (accruals)

Transfers to other funds (accruals)

There were no other material investing, capital or financing activities that did not result in cash receipts or cash payments during the fiscal year.

Commonwealth of Pennsylvania
WWW.pa.gov

Enterprise Funds

Unemployment State Workers' State Tuition State Commonwealth Internal
Compensation Insurance Fund Lottery Payment Stores Financing Nonmajor Service
Fund (Dec. 31, 2024) Fund Fund Fund Authority Funds Total Funds
S 356,434 S 89,298 $ (175,896) S (85,927) $ 133,685 $ (279,759) $ (35,517) S 2,318 § 14,048
3,142 5,657 24,882 - 89,429 - 35,982 159,092 35,638
— — - - — — 6,425 6,425 —
_ _ _ — — (2,793) 120 (2,673) -
- - - - - - - - (5,119)
(23,526) — — — — — — (23,526) —
37,965 (6,502) (6,847) - 611 - 43 25,270 77
(3,155) — — — — 221 91 (2,843) —
- - - - - 4,085 553 4,638 -
— — — — — — 1,976 1,976 —
(4,065) - 256 (4) 13 - (1,869) (5,669) (5,020)
— — — — — — — — 250
— — . — — — — — 81
(858) - - - - - - (858) 106
2,824 — — — — — (4) 2,820 —
— - - - (23,248) - - (23,248) (3,846)
— — — — 526 — — 526 —
— (204) (2,331) — — — 5 (2,530) —
(109,608) 898 4,410 - 40,726 - 1,049 (62,525) 7,984
(18,617) (4,672) 12,186 6,532 3,921 26 (6,662) (7,286) 2,780
— — — 43,658 — — — 43,658 —
28,178 - (126,546) - 5,041 375 8 (92,944) (1,264)
2 — 37 — 408 — 14 461 24
- - - - 16 - 49 65 2
2 - 611 - - - 17 630 (1)
(44,724) — 89 — 108 — 3 (44,524) 7
- (272) (52) - - - 38 (286) -
169 (58) (192) — 4,200 — 185 4,304 326
— 116 100 33 1,782 — 112 2,143 (149)
- (139,258) - - - - 328 (138,930) -
75,694 63 (1,059) — (19,369) — 633 55,962 (8,566)
- - - - - (900) - (900) -
59,804 (1,498) (3,334) - (12,895) - (1,603) 40,474 (5,760)
— 2,381 — — — — 21 2,402 —
31,454 (4,492) (4,179) — (38,208) — (4,942) (20,367) 700
34,681 (147,841) (101,969) 50,227 53,061 1,014 32,572 (78,255) 18,250

S 301115 S (08043) S (77.860) S (357000 S 186746 S _(278740) S (2940) S (70037) S 32208

$ 3,722
(1,069)

390

(2,691)

67

s —
(1,609)

$

137,383 $ - 3 —_— 12,024 $
(610) 694 - (61)
4,121 (6) — -
28,051 — — (3,166)
- (20,733) - (3,054)
— 66,206 — —
- (8,586) - -
- - (10,253) -
— — 3,373 99,175
- (6,003) - -

- The notes to the financial statements are an integral part of this statement -
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22,194
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Commonwealth of Pennsylvania
Statement of Fiduciary Net Position
Fiduciary Funds

June 30, 2025

(Amounts in thousands)

ASSETS
Cash—Note 2
Cash with fiscal agents
Temporary investments—Note 2
Long-term investments—Note 2
Short-term funds—Note 2
Corporate obligations—Note 2
Collective trust funds—Note 2
Real estate—Note 2
Alternative—Note 2
Securities lending collateral—Note 2
Asset-backed securities—Note 2
Domestic equities—Note 2
International equities—Note 2
International public debt securities—Note 2
Mortgage-backed securities—Note 2
Private placements—Note 2
U.S. Treasury obligations—Note 2
U.S. government agency debt securities—Note 2
Receivables (net):
Taxes—Note 3
Accounts
Investment earnings
Interest on notes and loans
Pension contributions
Investment sale proceeds
Other
Due from other funds—Note 5
Due from pension trust funds—Note 5
Due from component units—Note 5
Due from political subdivisions
Due from other governments
Depreciable or amortizable capital assets:
Machinery and equipment
Intangible right-to-use assets
Other intangible assets
Less: accumulated depreciation and amortization
Net depreciable or amortizable capital assets
Other assets
TOTAL ASSETS

TOTAL DEFERRED OUTFLOWS OF RESOURCES—Note 3

LIABILITIES
Accounts payable and accrued liabilities
Investment purchases payable
Securities lending obligations
Due to other funds—Note 5
Due to pension trust funds—Note 5
Due to political subdivisions
Interest payable
Other postemployment benefit liability—Note 10
Net pension liability—Note 9
Right-to-use liability—Note 6,14
Other liabilities
TOTAL LIABILITIES

TOTAL DEFERRED INFLOWS OF RESOURCES—Note 3

NET POSITION

Restricted for:
Pension benefits
Postemployment healthcare benefits
Employee salary deferrals
INVEST Program participants
Tuition Account Investment Program participants
Beneficiaries
TOTAL NET POSITION

- The notes to the financial statements are an integral part of this statement -
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Pension (and
Other Employee
Benefit) Trust
Funds

Custodial Funds

External
Investment Pool
INVEST Program

Custodial for Local Governments

Funds Dec. 31, 2024

291,108
934,208
1,500,001
8,060,544
2,703,684
16,198,685
11,657,759
24,438,754
135,433
1,419,000
32,909,966
10,863,006
286,764
979,404
80,105
16,484,531
27,587

442,643

1,893,433
1,275,358
69,331
23,349
4,575
1,314
6,662
33,714

13,459
82,589
45,264
(90,767)

27,812 S 828
11,922 —
129,657 1,302,921
6,656,577 —

84,093 -
747,573 —
2,955 -
— 2,035

- 33,964

50,545

24,840

99,897 —

132,796,303

7,760,486 1,339,748

30,872

226,291
1,562,433
1,069,641

123
5,107

51,893
87,628
47,909
911,438

35,273 124
33,353 34,792
754 —

159,378 -
- 5,100

4,909 —

3,962,463

233,667 40,016

23,805

122,141,641
1,806,376
4,892,890

- 1,299,732
6,243,834 —
1,282,985 —

128,840,907

7,526,819 S 1,299,732

Governor's Office of the Budget
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Commonwealth of Pennsylvania

Statement of Changes in Fiduciary Net Position

Fiduciary Funds
For the Fiscal Year Ended June 30, 2025

(Amounts in thousands)

Custodial Funds

External
Pension (and Investment Pool
Other Employee INVEST Program

Benefit) Trust Custodial for Local Governments
Funds Funds Dec. 31, 2024
ADDITIONS:
Contributions:
Pension:
Employer 8,750,885 S - -
Employee 2,396,988 — —
Transfer in from other plans 115,992 — —
Total contributions 11,263,865 — —
Investment earnings:
Net increase (decrease) in fair value of investments 9,614,065 463,545 —
Interest income 1,199,097 214,462 79,026
Dividend income 802,203 — —
Rental and other income 633,247 — —
Total investment activity earnings 12,248,612 678,007 79,026
Less investment expenses:
Investment activity expense (564,998) (584) (1,653)
Net investment earnings 11,683,614 677,423 77,373
Securities lending activities:
Income 2,252 — —
Expenses (225) - -
Total securities lending income 2,027 — —
Total net investment earnings 11,685,641 677,423 77,373
Share transactions (at net asset value
of $1.00 per share):
Shares issued in lieu of cash distributions — — 68,701
Shares purchased/redeemed (net) - 200,159 (197,901)
Net increase in net position from share transactions — 200,159 (129,200)
Tax collections for other governments — 1,509,310 —
Member resources - 114,888 -
Other additions — 35,581 —
TOTAL ADDITIONS 22,949,506 2,537,361 (51,827)
DEDUCTIONS:
Benefit payments 13,123,673 — —
Refunds of contributions 68,353 — —
Transfers to other plans 274,961 — —
Administrative expenses 159,723 38,596 —
Payments of taxes to other governments — 1,512,187 —
Distributions to participants 18,908 - 77,374
Member/claimant distributions — 601,322 -
Other expenses 5,956 17,440 —
TOTAL DEDUCTIONS 13,651,574 2,169,545 77,374
CHANGE IN FIDUCIARY NET POSITION:
Pension benefits 8,677,965 — -
Postemployment healthcare benefits 211,978 — —
Employee salary deferrals 407,989 - -
INVEST program participants — — (129,201)
Tuition Account Investment Program participants — 842,890 —
Beneficiaries — (475,074) —
TOTAL CHANGE IN FIDUCIARY NET POSITION 9,297,932 367,816 (129,201)
NET POSITION, JULY 1, 2024 119,542,975 7,159,003 1,428,933
TOTAL NET POSITION, JUNE 30, 2025 128,840,907 S 7,526,819 1,299,732

- The notes to the financial statements are an integral part of this statement -
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Commonwealth of Pennsylvania
Statement of Net Position

Discretely Presented Component Units
June 30, 2025

(Amounts in thousands)

ASSETS
Current assets:
Cash—Note 16
Cash with fiscal agents
Temporary investments—Note 16
Receivables (net):
Accounts
Investment earnings
Interest on notes and loans
Loans—Note 16
Lease rentals
Other
Due from primary government—Note 5
Due from component units—Note 5
Due from Federal Government
Due from other governments
Inventory
Prepaid expenses
Other assets
Total current assets

Noncurrent assets:
Restricted cash
Long-term investments—Note 16
Receivables (net):
Loans—Note 16
Lease rentals
Non-depreciable capital assets—Note 16
Land
Construction in progress
Depreciable or amortizable capital assets—Note 16
Land improvements
Buildings and building improvements
Machinery and equipment
Turnpike infrastructure
Library books
Other capital assets
Intangible right-to-use assets
Other intangible assets
Less: accumulated depreciation and amortization
Net depreciable or amortizable capital assets
Other assets
Total noncurrent assets
TOTAL ASSETS

TOTAL DEFERRED OUTFLOWS OF RESOURCES—Note 16

Commonwealth of Pennsylvania
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P y y Pennsylvania Pennsylvania Nonmajor
Turnpike Housing Higher Education Infrastructure State System Discretely
Commission Finance Assistance Investment of Higher Presented
(May 31, 2025) Agency Agency Authority Education Component Units Total
1,305,439 776,323 9,359 358,286 S 177,537 S 41,697 2,668,641
— — — — — 340 340
803,424 16,028 1,005,292 1,426,633 304,191 435,520 3,991,088
179,552 — 6,633 692 99,040 12,063 297,980
14,009 2,965 2,366 2,104 — 190 21,634
— 28,963 104,047 5,718 — 1,772 140,500
— 163,813 299,439 228,771 261 32,905 725,189
1,887 — — — 20,120 232 22,239
— 43,055 — — 53,175 1,402 97,632
10,695 — 5 3,069 3,794 — 17,563
— 1,134 — 759 — — 1,893
— — 16,120 5,259 — 9,091 30,470
806 — — — — — 806
27,261 — — — — 1,175 28,436
— — 6,360 — 52,820 1,420 60,600
— 4,259 24,583 — 9,607 — 38,449
2,343,073 1,036,540 1,474,204 2,031,291 720,545 537,807 8,143,460
— — — — 43,839 1,411 45,250
939,095 335,529 - — 1,549,055 49,407 2,873,086
- 6,702,024 1,564,967 2,901,948 616 311,948 11,481,503
46,966 — — — 74,369 5,383 126,718
492,466 2,454 8,179 — 33,777 6,690 543,566
2,374,207 - - - 64,112 19,780 2,458,099
227,457 - - — 367,646 13,360 608,463
1,244,617 60,684 73,150 — 3,919,146 842,546 6,140,143
765,855 12,624 35,500 — 578,644 252,907 1,645,530
11,201,211 — — — — — 11,201,211
- — - — 69,888 395 70,283
— — — — — 2 2
22,224 14,524 76,726 - 189,151 18,111 320,736
— — 71,337 — — 1,888 73,225
(7,924,644) (33,878) (186,109) — (2,673,634) (626,504) (11,444,769)
5,536,720 53,954 70,604 — 2,450,841 502,705 8,614,824
227,689 80,811 — — 872,676 4,955 1,186,131
9,617,143 7,174,772 1,643,750 2,901,948 5,089,285 902,279 27,329,177
11,960,216 8,211,312 3,117,954 4,933,239 5,809,830 1,440,086 35,472,637
321,490 23,545 54,301 2,327 259,154 22,674 683,491
68 Governor's Office of the Budget
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Commonwealth of Pennsylvania
Statement of Net Position

Discretely Presented Component Units
June 30, 2025

(Amounts in thousands)

LIABILITIES
Current liabilities:
Accounts payable and accrued liabilities
Securities lending obligations
Due to primary government—Note 5
Due to component units—Note 5
Due to other governments
Interest payable
Unearned revenue
Notes payable—Note 16
Bonds Payable—Note 16
Revenue bonds payable—Note 16
Self-insurance liabilities
Compensated absences
Other financing obligations—Note 16
Other postemployment benefit liability—Note 16
Lease liability
Other liabilities
Total current liabilities

Noncurrent liabilities:

Due to primary government—Note 5
Unearned revenue
Notes payable—Note 16
Bonds Payable—Note 16
Revenue bonds payable—Note 16
Other financing obligations—Note 16
Compensated absences
Self-insurance liabilities
Other postemployment benefit liability—Note 16
Net pension liability—Note 16
Lease liability
Otbher liabilities

Total noncurrent liabilities

TOTAL LIABILITIES

TOTAL DEFERRED INFLOWS OF RESOURCES—Note 16

NET POSITION
Net investment in capital assets
Restricted for:
Health-related programs
Capital projects
Debt service
Economic development
Higher education
Other purposes
Unrestricted
TOTAL NET POSITION (DEFICIT)

Commonwealth of Pennsylvania
WWW.pa.gov

P yl yl Pennsylvania Pennsylvania Nonmajor
Turnpike Housing Higher Education Infrastructure State System Discretely
Commission Finance Assistance Investment of Higher Presented
(May 31, 2025) Agency Agency Authority Education Component Units Total

S 314,110 $ 1,656 S 77,126 1,029 223,655 S 37,340 654,916

— — — 19,739 — 515 20,254

5,759 45 1,151 15,334 2,437 37,345 62,071

— 759 — 1,134 — — 1,893

— — — — — 1 1

349,864 65,674 4,282 — 2,744 — 422,564

133,003 — 17 — 60,329 8,229 201,578

— 833 222,040 — 8,188 — 231,061

— 2,000 — 8,910 87,840 — 98,750

338,919 171,530 6,400 — — — 516,849

4,092 — — — 6,046 — 10,138

10,467 — — 140 15,495 935 27,037

— — — — — 4,173 4,173

— — — — 44,531 1,326 45,857

3,418 886 27,706 — 24,193 1,721 57,924

— 279,613 24,526 — 113,480 2 417,621

1,159,632 522,996 363,248 46,286 588,938 91,587 2,772,687

— — — 14,093 — — 14,093

— — — — 295 — 295

— 19,584 918,210 — 195,425 594 1,133,813

— 23,000 — — 2,067,090 — 2,090,090

17,299,379 6,218,282 756,675 55,069 — — 24,329,405

— — — — — 9,376 9,376

8,560 — 15,121 793 118,541 2,982 145,997

30,572 — — — 14,736 — 45,308

— 89,502 119,754 2,889 1,042,486 25,824 1,280,455

283,823 28,146 209,409 8,473 878,739 39,483 1,448,073

4,960 3,433 1,259 — 42,678 12,316 64,646

21,310 385,001 — — 42,735 326 449,372

17,648,604 6,766,948 2,020,428 81,317 4,402,725 90,901 31,010,923

18,808,236 7,289,944 2,383,676 127,603 4,991,663 182,488 33,783,610

458,150 54,609 174,538 2,340 744,633 22,498 1,456,768

(1,274,378) 27,089 49,818 — 1,038,964 513,313 354,806

— — — — — 107,243 107,243

183,604 — - 4,805,623 66,343 — 5,055,570

85,251 224,304 287,931 — — — 597,486

- — - — - 136,087 136,087

— — 276,292 — 843,021 — 1,119,313

202,693 — - — - 31,299 233,992

(6,181,850) 638,911 — - (1,615,640) 469,832 (6,688,747)

S (6,984,680) S 890,304 S 614,041 4,805,623 332,688 S 1,257,774 915,750

- The notes to the financial statements are an integral part of this statement -
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Commonwealth of Pennsylvania
Statement of Activities

Discretely Presented Component Units
For the Fiscal Year Ended June 30, 2025

(Amounts in thousands)

Expenses

Program revenues:
Charges for goods and services
Operating grants and contributions
Capital grants and contributions

TOTAL PROGRAM REVENUES

Net (expense) revenue

CHANGE IN NET POSITION

TOTAL NET POSITION (DEFICIT), JUNE 30, 2024, previously reported
PRIOR PERIOD RESTATEMENTS

TOTAL NET POSITION (DEFICIT), JUNE 30, 2024 (restated)—Note 16
TOTAL NET POSITION (DEFICIT), JUNE 30, 2025

Commonwealth of Pennsylvania
WWW.pa.gov

Pennsylvania Nonmajor
Pennsylvania Pennsylvania Higher Pennsylvania Discretely
Turnpike Housing Education Infrastructure State System Presented
Commission Finance Assistance Investment of Higher Component
(May 31, 2025) Agency Agency Authority Education Units Total
S 1,754,789 S 1,271,179 866,154 S 181,085 $ 2,235913  $ 310,231 6,619,351
1,780,012 450,398 243,984 37,663 1,059,044 154,088 3,725,189
157,068 884,456 653,216 316,099 1,452,765 185,748 3,649,352
162,660 — — 52,103 35,710 17,839 268,312
2,099,740 1,334,854 897,200 405,865 2,547,519 357,675 7,642,853
344,951 63,675 31,046 224,780 311,606 47,444 1,023,502
344,951 63,675 31,046 224,780 311,606 47,444 1,023,502
(7,329,631) 826,629 586,752 4,580,843 20,966 1,210,330 (104,111)
— — (3,757) — 116 — (3,641)
(7,329,631) 826,629 582,995 4,580,843 21,082 1,210,330 (107,752)
S (6,984,680) S 890,304 614,041 S 4,805,623 S 332,688 S 1,257,774 915,750

70

- The notes to the financial statements are an integral part of this statement -

Governor's Office of the Budget

https://www.pa.gov/en/agencies/budget



NOTES TO THE FINANCIAL STATEMENTS June 30, 2025
INDEX TO NOTES
Page
Note 1 Summary of Significant Accounting Policies 72
Note 2 Deposits, Investments and Financial Instruments with Off-Balance Sheet Risk 89
Note 3 Receivables, Unearned Revenue and Deferred Resources 116
Note 4 Capital Assets 121
Note 5 Internal/Interfund Balances and Transfers 125
Note 6 Long-Term Obligations - Governmental and Business-Type Activities 130
Note 7 Short-Term Debt 140
Note 8 Self-Insurance Liabilities 141
Note 9 Pension 143
Note 10 Other Postemployment Benefits (OPEB) 151
Note 11 Certain Claims Liabilities 167
Note 12 Joint Venture 168
Note 13 Tax Abatements 169
Note 14 Commitments and Contingencies 173
Note 15 Net Position and Fund Balance 176
Note 16 Discretely Presented Component Units 179
Commonwealth of Pennsylvania 71 Governor's Office of the Budget
WWW.pa.gov https://www.pa.gov/en/agencies/budget



NOTES TO THE FINANCIAL STATEMENTS (amounts in thousands) June 30, 2025

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation

The basic financial statements of the Commonwealth of Pennsylvania (the Commonwealth) have been prepared in
accordance with accounting principles generally accepted in the United States applicable to governments. The Governmental
Accounting Standards Board (GASB) establishes accounting and financial reporting requirements for governments. There may
be rounding differences between amounts reported in the basic financial statements section and amounts reported in other
sections of the Annual Comprehensive Financial Report (ACFR). Also note that all amounts in the ACFR are stated in thousands
unless otherwise indicated.

Government-wide Financial Statements

Government-wide financial statements report the financial position and results of activities for the Commonwealth as a
whole, except for its fiduciary activities. Separate columns are presented for governmental and business-type activities within
the primary government (PG) and discretely presented component units (DPCU). The statement of net position reports all
assets, deferred outflows of resources, liabilities, and deferred inflows of resources for the primary government of the
Commonwealth. The statement of activities reports the total cost of providing governmental services, by function, net of
related program revenues; and after including general revenues, reports whether the total net position of the government
increased or decreased during the fiscal year ended June 30, 2025. The government-wide financial statements do not include
any fiduciary fund assets, liabilities, or activities for the primary government or component units (CU) that are fiduciary in
nature because they are held for the benefit of others and are not available to address activities or obligations of the PG.
Governmental activities within government-wide financial statements include specific balances and transactions related to
internal service funds that are reported as proprietary funds in fund financial statements. Business-type activities include
information for all enterprise funds and two blended CUs.

Financial Reporting Entity

The basic financial statements include all funds of the PG, which for reporting purposes represents the Commonwealth, as
well as the CUs determined to be included in the Commonwealth’s financial reporting entity. A fund is a self-balancing set of
accounts, segregated for specific purposes. A CU is a legally separate organization, the activity of which must be included in
the Commonwealth’s reporting entity.

The basic financial statements include the government-wide financial statements and fund financial statements. The fund
financial statements present governmental, proprietary, and fiduciary financial statements. Reconciliation between the
governmental fund financial statements and the governmental activities column of the government-wide financial statements
is presented since a different measurement focus and basis of accounting are used. The reconciliation explains the
adjustments required to convert the fund-level financial statements to the government-wide financial statements.

School districts, local governments, counties, and numerous authorities are considered separate, stand-alone primary
governments or organizations. Although these organizations may receive significant PG operating and/or capital subsidies,
they have been excluded from the financial reporting entity because they are governed by popularly-elected officials or
appointees and are not fiscally dependent on the PG. The PG provides significant subsidies and appoints a portion, but not a
voting majority, of the governing boards at the following four universities (commonly referred to as state-related):
Pennsylvania State University, University of Pittsburgh, Lincoln University, and Temple University. However, given the absence
of the PG appointment of a governing board voting majority and the lack of fiscal dependency, these universities are excluded
from the financial reporting entity.

Primary Government
For financial reporting purposes, the Commonwealth is a primary government. The PG includes all publicly elected members

of the executive, legislative, and judicial branches of the Commonwealth. The PG also includes all Commonwealth
departments, agencies, boards, and organizations that are not legally separate.
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NOTES TO THE FINANCIAL STATEMENTS (amounts in thousands) June 30, 2025

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Component Units

CUs are legally separate organizations for which the Commonwealth is either financially accountable or the nature and
significance of their relationship with the Commonwealth are such that exclusion would cause the Commonwealth’s financial
statements to be misleading or incomplete. CUs are reported either discretely as an aggregated separate column in the
government-wide financial statements or blended in both the government-wide and fund financial statements as if they were
funds of the PG. The decision to include and how to report a CU in the Commonwealth’s reporting entity is based on several
criteria, including legal standing, debt responsibility, fiscal dependency, and financial accountability. The Commonwealth
reports twenty-one CUs, seventeen of which are reported as DPCUs, two as CU fiduciary funds, and two as blended CUs. The
financial information for the DPCUs reported in aggregate in the government-wide financial statements is presented
separately in the combining financial statements section of the ACFR. CUs classified as fiduciary funds are aggregated in the
pension (and other employee benefit) trust funds column in the fund financial statements.

More detailed information for the individual CUs is available from the CUs’ separately issued financial statements, available by
writing to the Commonwealth’s Deputy Secretary, 555 Walnut Street, Ninth Floor, Harrisburg, PA 17101-1921. The following
paragraphs are a brief description of the Commonwealth’s CUs. Note 16 and the combining financial statements contain
additional DPCU information.

Blended Component Units

A blended CU is an entity that functions as an integral part of the PG, and as a result, the entity’s financial data is blended with
the financial data of the PG. The following two entities are reported as blended CUs because the total debt of the CUs is
expected to be repaid entirely or almost entirely with the resources of the PG.

Commonwealth Financing Authority (CFA) - The CFA administers and funds economic stimulus programs. The programs offer
financial assistance through loans, grants, guarantees, sales, leases, investments, lines and letters of credit, and other
authorized financial arrangements. The CFA is authorized to issue limited-obligation revenue bonds and other types of
limited-obligation revenue financing. The PG appoints all seven voting members of the Board of Directors, four by
appointment, whom may be removed at will, and three ex-officio board members, the Secretary of Community and Economic
Development, Secretary of the Budget, and Secretary of Banking and Securities. A service agreement entered into by the CFA
and the Department of Community and Economic Development (DCED), a PG agency, in 2005 states that the DCED shall
request annual appropriations from the General Assembly in amounts necessary to pay the debt service requirements of the
CFA. CFA’s total debt outstanding is expected to be repaid entirely or almost entirely with the resources of the PG.

Philadelphia Regional Port Authority (PRPA) - The PRPA operates a port facility and manages port-related activities to promote
commerce and economic development in southeastern Pennsylvania. The PRPA charges rental and other fees to port users
and obtains funding from the PG. The PRPA also issues revenue bonds to finance its activities. The Governor must approve the
issuance of its debt. The PG appoints all eleven voting board members and can remove board members at will. The PG
provides operating and capital subsidies. Any outstanding debt or future debt issued by PRPA would be expected to be repaid
entirely or almost entirely with the resources of the PG.

Fiduciary Fund Component Units

A fiduciary fund CU is an entity that functions as an integral part of the PG, but because the funds are held for the benefit of
others and are not available to address activities or obligations of the PG, they are reported separately throughout this
financial report.

State Employees’ Retirement System (SERS) - The SERS is a public employee retirement system that provides retirement
benefits to Commonwealth employees. The PG appoints all voting board members and, on a very limited basis, imposes its
will on the SERS. The PG makes essentially all employer contributions to the SERS; PG employees make almost all of the
employee contributions to the SERS (virtually all PG employees are required to join the SERS). The PG is responsible for
substantially all of the SERS pension obligations. The SERS provides services and benefits almost exclusively to the PG. The
SERS administers a defined benefit plan, a defined contribution plan, and a deferred compensation plan. Act 5 of 2017
established the defined contribution plan and provided two new side-by-side hybrid defined benefit/defined contribution

Commonwealth of Pennsylvania 73 Governor's Office of the Budget
WWW.pa.gov https://www.pa.gov/en/agencies/budget



NOTES TO THE FINANCIAL STATEMENTS (amounts in thousands) June 30, 2025

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

benefit options and a new defined contribution only option for all Commonwealth employees, excluding most hazardous duty
employees, who first enter SERS membership on or after January 1, 2019. The defined benefit plan and the defined
contribution plan are funded through a combination of employee contributions, employer contributions, and investment
earnings. The deferred compensation plan is funded by voluntary employee contributions and investment earnings. The SERS
is reported for its fiscal year ended December 31, 2024.

Public School Employees’ Retirement System (PSERS) - The PSERS was created to administer and provide retirement benefits
to public school employees in Pennsylvania. The PSERS covers almost all such employees. Covered elementary and secondary
school employers make employer contributions, with the PG reimbursing each employer at least half their required annual
contribution. Employer contributions for covered employees of higher education institutions and state-owned schools are
shared equally by covered employers and the PG; all covered public school employees also contribute. The PSERS administers
a defined benefit plan and a defined contribution plan. Act 5 of 2017 established the defined contribution plan and provided
two new side-by-side hybrid defined benefit/defined contribution benefit options and a new defined contribution only option
for all new employees who enter PSERS membership on or after July 1, 2019. The PG appoints eight of fifteen voting board
members; the seven other members are appointed by active or retired public school employees or are appointed by public
school boards. In addition to making significant contributions as a governmental non-employer contributing entity for the
PSERS plan, the PG guarantees the payment of all annuities and other pension benefits. This represents a compelling PG
financial burden.

Discretely Presented Component Units

DPCUs are legally separate organizations for which the elected officials of the PG are financially accountable. In addition,
DPCUs can be other organizations of which the nature and significance of their relationship with the PG are such that the
exclusion of these organizations from the PG’s financial statements would be misleading. DPCUs do not function as an integral
part of the PG and therefore are presented in separate (discrete) columns.

Pennsylvania Broadband Development Authority (PBDA) - The PBDA was created to provide broadband internet access to
unserved and underserved residents, providing for powers and duties of the authority and for grant awards. PBDA will also
help manage the funds to support the construction of new towers, lines and broadband equipment. The PG is responsible for
appointing a voting majority of the Board. The Secretary of Agriculture, DCED, Education, DGS and Budget will serve as ex-
officio members along with four members appointed by the President Pro Tempore of the Senate, Minority Leader of the
Senate, Speaker of the House of Representatives and Minority Leader of the House. The PG, through the Department of
Community & Economic Development (DCED) will be modifying and approving the Authority's budget which cannot be
determined without the Commonwealth's approval. DCED will also provide administrative services and staff including counsel
and legal staff to the Authority and Board.

Pennsylvania Turnpike Commission (PTC) - The PTC was created to construct, maintain, and operate a turnpike system in the
Commonwealth. Activities are financed through user tolls and the issuance of revenue bonds. Debt service payments are
funded through user tolls. The PTC works closely with the Department of Transportation. The PG appoints all voting board
members. When all the PTC bondholders have been satisfied, the PTC assets revert to the Department of Transportation,
which represents a financial benefit to the PG. The Governor must approve the issuance of all PTC debt, by which the PG can
impose its will. The PG is not obligated for all PTC debt, but the PG could take certain actions to satisfy bondholders. Note 14
to the Financial Statements provides information related to the Commonwealth's contingent liability for certain PTC debt at
fiscal year-end. The PTC is reported for its fiscal year ended May 31, 2025.

Pennsylvania Housing Finance Agency (PHFA) - The PHFA makes loans to eligible individuals and organizations to purchase or
construct housing. The loans benefit older adults, persons with disabilities, and low- and moderate-income individuals and
families. The PG appoints all voting board members. The Secretary of Banking and Securities, the Secretary of Community and
Economic Development, the Secretary of Human Services, and the State Treasurer serve as ex-officio members. The Governor
is required to request an appropriation from the General Assembly for the PHFA whenever a deficiency exists in the capital
reserve account or if additional funds are needed to avoid a default on the PHFA debt. This moral obligation represents a
financial burden for the PG. The PHFA is fiscally dependent on the PG, as the Governor must approve the issuance of its debt.
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NOTES TO THE FINANCIAL STATEMENTS (amounts in thousands) June 30, 2025

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Pennsylvania Higher Education Assistance Agency (PHEAA) - The PHEAA makes grants and loans to students to help fund the
cost of higher education. Through June 30, 2025, lending institutions and post-secondary schools were involved in the loan
program. The PG funds the PHEAA grant program, and the PHEAA issues revenue bonds to fund the student loan program.
Revenue bonds are repaid from student loan repayments. The PHEAA also services student loan portfolios for lending
institutions and the Federal Government. The PG appoints all twenty voting board members. A significant PG financial burden
exists through subsidizing the PHEAA grant program; also, although the PG is not obligated for the PHEAA revenue bonds, the
PG could take certain actions to satisfy bondholders. The PHEAA is fiscally dependent, as the Governor must approve the
issuance of its debt.

Pennsylvania Infrastructure Investment Authority (PENNVEST) - The PENNVEST makes grants and low-interest loans to local
governments and authorities, businesses, and nonprofit organizations for the construction, improvement, repair, or
rehabilitation of drinking and wastewater systems. The PENNVEST obtains funds through Commonwealth general obligation
bond proceeds (approved by referendum), revenue bonds, the Federal Government, and contributed amounts from
Commonwealth funds. Loan repayments finance the PENNVEST debt service costs. The PENNVEST operates closely with the
Department of Environmental Protection. The PG appoints all voting board members. By issuing general obligation debt and
providing the proceeds to PENNVEST as capital contributions, a significant financial burden exists. The PG is not obligated for
the PENNVEST debt, but the PG could take certain actions to satisfy bondholders. Upon dissolution, the assets of the
PENNVEST revert to the Commonwealth.

State System of Higher Education (SSHE) - The SSHE was created to provide instruction for postsecondary students. The SSHE
is composed of fourteen universities and an administrative headquarters. Resources are provided by student tuition, grants,
and PG subsidies. The PG appoints all twenty voting board members, which in turn appoint the university presidents and
chancellor. Five of the appointments must be trustees of universities; three must be students. The PG provides significant
operating and capital subsidies to the SSHE which creates a significant financial burden. The PG is not obligated for the SSHE
debt, but the PG could take certain actions to satisfy bondholders.

State Public School Building Authority (SPSBA) and Pennsylvania Higher Educational Facilities Authority (PHEFA) - The SPSBA
and the PHEFA issue limited obligation revenue bonds, the proceeds of which are used to finance the construction of facilities
for school districts and public/private colleges and universities. Neither the PG nor the Authorities are obligated for debt
service payments; these bonds are repaid solely from lease or loan payments from the schools. All nine voting members of
the SPSBA and the PHEFA governing boards are PG’s high-ranking officials, who are ex-officio board members by virtue of
their position. The PG’s Department of Education approves the SPSBA’s projects, which indicates the imposition of will.

Ben Franklin Technology Development Authority (BFTDA) - The BFTDA encourages and coordinates programs and investments
that advance the competitiveness of Commonwealth companies in the global economy. The BFTDA, staffed by the
Department of Community and Economic Development (DCED), provides vital seed capital, technology commercialization,
and entrepreneurial support services to the technology sector of the Commonwealth’s economy. The PG appoints all twenty-
one voting members of the governing board. The PG also provides funding on an annual basis, which is a financial burden to
the PG.

Port of Pittsburgh Commission (PPC) - The PPC promotes economic development throughout waterways in southwestern
Pennsylvania by constructing and/or financing transportation and recreation facilities. The PG appoints all fifteen voting
members of the governing board and can impose its will by removing board members at will. The PG provides funding for the
PPC but is not required to do so.

Philadelphia Shipyard Development Corporation (PSDC) - The PSDC was created as a nonprofit corporation to assist the PG and
other governmental entities in financing a shipbuilding facility at the former Philadelphia Naval Shipyard. The PG appoints the
majority of the governing board by appointing three of the five voting board members. The PG also provides a significant
portion of funding for the PSDC, which is a financial burden to the PG. The PSDC obtains funding from the PG and a variety of
other governmental sources to fund development, construction, and job recruitment and training costs. The PSDC is reported
for its fiscal year ended December 31, 2024.
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NOTES TO THE FINANCIAL STATEMENTS (amounts in thousands) June 30, 2025

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Pennsylvania Industrial Development Authority (PIDA) - The PIDA was created to provide employment opportunities
throughout the Commonwealth by attracting businesses and investors to the Commonwealth and retaining existing
businesses. The PIDA provides low-interest-rate loans to prospective and existing businesses, focusing on areas of the
Commonwealth where unemployment rates are the highest. Loans are made at lower-than-market interest rates; the interest
rates are based on local unemployment and other economic conditions. The PIDA issues revenue bonds to finance the loan
program. Loan repayments are used for debt service payments. The PIDA works closely with the Department of Community
and Economic Development. The PG appoints all voting board members. The PG has provided capital contributions, and
“excess” PIDA funds are transferred to the General Fund, which represents a financial burden and benefit to the PG. The PG is
not obligated for the PIDA debt, but the PG could take certain actions to satisfy bondholders.

Thaddeus Stevens College of Technology (College) - The College is governed by a Board of Directors that is a body politic and
corporate constituting a public corporation, making the College an entity legally separate from the PG. The Governor, with the
advice of the Senate, appoints nine of the ten voting board members, and the Secretary of Education serves as an ex-officio
member. The PG has some ability to influence the structure and/or content of the College’s budget through an overview of
the Department of Education. The College presents a financial burden to the PG, as the PG appropriates funds for College
operations.

Pennsylvania Convention Center Authority (PCCA) - The PCCA was created to operate the Pennsylvania Convention Center
located in the City of Philadelphia. The PG may impose its will because it has final approval authority over the PCCA operating
and capital budgets and the PCCA may not incur debt without the prior written approval of the PG. The PG financed a portion
of the PCCA facility in prior fiscal years and during the fiscal year ended June 30, 2025, as well as paying other periodic
amounts to the PCCA, thus there is a financial burden on the PG.

Pennsylvania Economic Development Financing Authority (PEDFA) - The PEDFA was created to lend money primarily to
businesses to promote economic development in the Commonwealth. The PEDFA issues revenue bonds to fund specific
projects and repayments are derived solely from project revenues. The debt is considered non-recourse, as the PEDFA is not
obligated to bondholders beyond amounts received by the Authority from the funded projects. Financial statement
information for the PEDFA is not reported because the majority of the activity involves conduit debt. The PG appoints eleven
of the sixteen board members and five members are ex-officio. The PG is not obligated for the PEDFA debt, but the PG could
take certain actions to satisfy bondholders. Upon dissolution, the assets of PEDFA revert to the Commonwealth. Although the
PEDFA issues only conduit debt and therefore there is no direct financial benefit or burden attributable to the PG, the
ultimate purpose of the PEDFA is to benefit the PG by supporting and growing the tax base of the PG through economic
development loans. Therefore, because the PG is the ultimate beneficiary of the growing tax base and provides all
management and administrative services to the PEDFA, as well as appointing the entire board, it would be misleading to
exclude the PEDFA from the ACFR.

Pennsylvania Energy Development Authority (PEDA) - The PEDA was created to promote the development of energy sources
within the Commonwealth. PEDA has two distinct functions: (1) the issuance of non-recourse debt and (2) the management of
the Energy Development Fund. The Energy Development Fund is reported as an activity of the PEDA. The non-recourse debt
that was previously issued by PEDA has been satisfied. The PG appoints thirteen of the nineteen board members and six
members are ex-officio. The Governor must approve the issuance of PEDA debt. By legislative authority, the PEDA is required
to take action to deposit excess money into the Commonwealth’s General Fund and the PEDA may requisition money in the
amounts necessary to pay administrative costs, which results in a financial benefit and burden to the PG.

Pennsylvania Health Insurance Exchange Authority (PHIEA) - The PHIEA was created to design and oversee the Pennsylvania
Health Insurance Exchange (Exchange) authorized by Act 42 of 2019. The Exchange's purpose is to facilitate the purchase of
qualified health insurance policies for Commonwealth residents and will be funded primarily through the assessment of fees
from the exchange insurers. The PG appoints all eleven board members, with three members being ex-officio, and may also
remove appointed board members at will. In addition to overseeing the exchange, PHIEA provides financial support to the
Pennsylvania Insurance Department's reinsurance fund via a portion of the exchange's user fees, which results in a financial
benefit to the PG. The PHIEA is reported for its fiscal year ended December 31, 2024.
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NOTES TO THE FINANCIAL STATEMENTS (amounts in thousands) June 30, 2025

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Related Organizations

Related organizations are legally separate, fiscally independent entities for which the Commonwealth appoints a voting
majority of the board, but the Commonwealth is not financially accountable for the entity.

The Philadelphia Parking Authority (Authority) is financially reported as a DPCU unit in the City of Philadelphia’s financial
reporting entity. Act 22 of 2001 provided, in part, for the Commonwealth to appoint a voting majority of the Authority’s
governing board.

The Philadelphia School District (School District) is financially reported as a DPCU in the City of Philadelphia’s (City) financial
reporting entity. During 2001, the General Assembly passed Senate Bill 640, amending Act 46 of 1999, providing for several
changes to the Public School Code. Among other things, the changes provide for the Commonwealth to appoint a voting
majority of the School Reform Commission that now governs the School District. Despite these changes, the School District
remains fiscally dependent on the City.

Patient Safety Authority is charged with taking steps to reduce and eliminate medical errors by identifying problems and
recommending solutions that promote patient safety in hospitals, ambulatory surgical facilities, and birthing centers. The PG
appoints all eleven members of the Board: the Pennsylvania Physician General, who serves as the Board chair; six members
appointed by the Governor representing specific professional occupations; and four members appointed by the General
Assembly. Although the Pennsylvania Department of Health approves the recommendations that will be adopted, the
approval is not substantive.

Insurance Fraud Prevention Authority (IFPA) assists in the prevention, discovery, investigation, and prosecution of insurance
fraud. The IFPA is funded through assessments paid by the insurance industry and through certain criminal and civil fines,
penalties, and awards. The PG appoints six of the seven voting members of the IFPA governing board; the Attorney General
serves ex-officio as one of these six members. Through a contract (exchange transaction) a significant portion of IFPA
expenditures funds the Section on Insurance Fraud in the Office of Attorney General.

Joint Venture

A joint venture is a legal entity that results from a contractual arrangement owned, operated, or governed by two or more
participants as a separate and specific activity subject to joint control, in which the participants retain an ongoing financial
interest or responsibility. Joint control means no single participant has the ability to unilaterally control the financial or
operating policies of the joint venture. The purpose of a joint venture is to pool resources and share the costs, risks, and
rewards of providing goods or services. The Pennsylvania Employees Benefit Trust Fund is the only joint venture in which the
Commonwealth participates.

The Pennsylvania Employees Benefit Trust Fund (PEBTF) was created by the Commonwealth, through its Office of
Administration, using a contractual agreement with various Commonwealth employee labor unions. The PEBTF establishes
and provides active Commonwealth employee healthcare benefits and is the Commonwealth’s third-party administrator for
the Commonwealth’s retiree healthcare programs. A governing board administers the PEBTF; one-half of the board is
appointed by the Commonwealth, and one-half is appointed by the various unions. Neither the Commonwealth nor the
unions control the governing board or the PEBTF; administration is jointly and equally shared. The Commonwealth and certain
of its employees pay for the cost of providing benefits. Contribution amounts are based on the terms contained in collective
bargaining agreements. Employee unions are not financially responsible for making contributions. Neither the Commonwealth
nor the employee unions have an equity interest in or any ongoing financial interest in the PEBTF. Aside from its obligation to
make periodic, established contributions, the Commonwealth is not responsible for any obligations of the PEBTF.
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Primary Government - Fund Structure

Fund Accounting: In governmental accounting, a fund is defined as an independent fiscal and accounting entity with a self-
balancing set of accounts, recording cash and/or other resources together with all related liabilities and equities. The purpose
of a fund is to carry on specific activities or attain certain objectives in accordance with the fund’s special regulations,
restrictions, or limitations. In the Commonwealth, funds are established by legislative enactment or, in certain rare cases, by
administrative action.

The Commonwealth transactions are recorded in three fund types: governmental, proprietary, and fiduciary funds. In
addition, within each fund type there are various categories of funds. The governmental funds include two funds that qualify
as major funds, and the proprietary funds include six funds that qualify as major funds. Major funds are displayed in bold print
in the Notes to the Financial Statements.

Governmental Funds

Governmental funds focus on the sources and uses of funds. Included in the governmental fund financial statements are
general, special revenue, debt service, and capital project funds.

The General Fund is the Commonwealth’s main operating fund. The General Fund accounts for all financial resources except
those required to be accounted for in another fund.

Special revenue funds account for and report the proceeds of specific revenue sources that are restricted or committed to
expenditure for specific purposes other than debt service or capital projects. The Motor License Fund, one of several special
revenue funds, is the only special revenue fund reported as a major fund.

The Motor License Fund, a major fund, receives revenues from liquid fuels taxes, licenses and fees on motor vehicle
registrations and operating privileges, aviation fuel taxes, federal aid for highway and aviation purposes, contributions from
local subdivisions for highway projects, and other miscellaneous highway revenues. The Motor License Fund makes
expenditures for highway and bridge improvement, design, maintenance, and purchases of rights-of-way, as well as aviation
activities and transportation licensing and safety activities. It also finances State Police highway patrol operations and pays
subsidies to local subdivisions for the construction and maintenance of roads.

Debt service funds account for and report financial resources that are restricted, committed, or assigned to expenditure for
principal and interest. There are no major debt service funds.

Capital projects funds account for and report financial resources that are restricted, committed, or assigned to expenditure
for capital outlays, including the acquisition or construction of capital facilities and other capital assets. Capital projects funds
exclude those types of capital-related outflows financed by proprietary funds or for assets that will be held in trust for
individuals, private organizations, or other governments. There are no major capital projects funds.

Proprietary Funds

The Proprietary funds are used to account for activities that receive significant support from fees and charges. They focus on
determining operating income, changes in financial position, and cash flows. Generally accepted accounting principles, similar
to those used by private sector businesses, are applied in accounting for these funds. Included in the financial statements of
proprietary funds are enterprise funds and internal service funds.

Enterprise funds are used to report any activity for which a fee is charged to external users for goods or services. Activities
must be reported as enterprise funds if any one of the following criteria is met:

e The activity is financed with debt secured solely by a pledge of the net revenues from fees and charges of the activity;
e Laws or regulations require the activity’s costs of providing services, including capital costs (such as depreciation,
amortization or debt service), to be recovered with fees and charges; or
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
e The pricing policies of the activity establish fees and charges designed to recover its costs, including capital costs.

The State Lottery Fund, State Workers’ Insurance Fund, Unemployment Compensation Fund, State Stores Fund, Tuition
Payment Fund, and Commonwealth Financing Authority are enterprise funds reported as major funds.

The State Lottery Fund provides for the operation of the Pennsylvania State Lottery and for programs to support older
Pennsylvanians. Revenues are derived from the sale of lottery tickets, interest earned on securities and deposits, unclaimed
prize monies, and federal grants. Fund expenses pay for prizes to holders of winning lottery tickets and commissions to local
lottery agents. Amounts remaining after payment of lottery prizes and commissions are used to fund programs benefiting
older Pennsylvanians, including PENNCARE, PACE, PACENET, free mass transit and reduced-fare shared-ride programs, and
property tax and rent rebates.

The State Workers’ Insurance Fund (SWIF) was created by legislation on June 2, 1915 and operates within the Department of
Labor and Industry. It is a self-sustaining fund providing workers’ compensation insurance to employers, including those who
are refused policies by private insurance firms. The SWIF is subject to underwriting rules, classifications, and rates
promulgated by rating bureaus authorized by the Commonwealth Insurance Commissioner. Premium rates are established by
the bureaus based on the history of accidents by industry classification. Revenues are generated by premiums charged to
policyholders plus investment earnings. Workers’ compensation payments and administration costs are paid from the SWIF.
The SWIF is reported for its fiscal year ended December 31, 2024.

The Unemployment Compensation (UC) Fund is comprised of five basic components: the Employer Contribution Fund, the UC
Benefit Payment Fund, the Special Administration Fund, the UC Trust Fund, and the Lost Wages Assistance Fund. The purpose
of these funds is to collect employer assessments for unemployment compensation and transfer the assessments to the
Federal Government for deposit in the UC Trust Fund. As needed, these funds are drawn back to pay unemployment
compensation payments to claimants.

The State Stores Fund accounts for the general operations of the Pennsylvania Liquor Control Board. Revenue is derived
primarily from the sale of wine and spirits. Expenses include all costs associated with the operation and administration of the
liquor store system and the enforcement of the Liquor Control Law.

The Tuition Payment Fund offers a college savings program that allows participants to purchase college credits at current-
year rates. The program is administered by the Tuition Account Program Bureau within the Treasury Department, with
oversight by the Tuition Account Program Advisory Board. Revenue is derived primarily from application fees, participant
contributions, and investment earnings. Fund expenses consist mainly of payments to educational institutions and
administrative costs.

The Commonwealth Financing Authority (CFA) is a blended CU. Please see the aforementioned description for the CFA.

Internal service funds account for the financing of goods or services provided by one department or agency to other
departments or agencies of the Commonwealth, or to other governmental units, on a cost-reimbursement basis.

The Purchasing Fund is used to purchase materials, supplies, services, and equipment for use by departments, agencies,
boards, and commissions of state government and to pay costs associated with administering the Purchasing Fund. The
Purchasing Fund receives reimbursements from the various Commonwealth departments, boards, and commissions for the
materials, services, and supplies provided. Also, the Purchasing Fund receives proceeds from the sale of vehicles and
unserviceable property as well as from investment earnings.

The Manufacturing Fund uses inmate labor to produce items for the Department of Corrections and other Commonwealth
agencies. The revenue source is the sale of items produced or services provided. Expenses include raw materials, inmate
labor, and general and administrative costs.
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Fiduciary Funds

Fiduciary funds are used to account for resources that a government holds as a trustee or custodian on behalf of an outside
party and that cannot be used to support that government’s own programs.

Trust and custodial funds account for assets held in a trustee capacity or as a custodian for third-party beneficiaries, such as
individuals, private organizations, and other governmental units. Funds are classified as pension (and other employee benefit)
trust funds, investment trust funds, private-purpose trust funds, and custodial funds. The three types of trust funds are
distinguished from custodial funds by the existence of a trust agreement or equivalent arrangement that has certain
characteristics. With the exception of employee benefit trust funds, fiduciary fund resources may not be derived from
Commonwealth revenues and other resources. The Commonwealth reports pension and other employee benefit trust funds
and custodial funds.

The State Employees' Retirement System (SERS) - Pension, a defined benefit pension trust fund, accounts for the payment of
retirement, disability, and death benefits to members of the SERS and their beneficiaries. The Deferred Compensation Fund is
a pension trust fund that collects and administers amounts contributed by Commonwealth employees who defer a portion of
their income until future years, in accordance with Internal Revenue Code Section 457. The SERS-Defined Contribution, a
defined contribution pension trust fund administered by the SERS, was established by Act 5 of 2017 to provide defined
contribution retirement benefits to new members of the SERS effective January 1, 2019. The SERS-Pension, SERS-Defined
Contribution, and the Deferred Compensation Fund are reported for their fiscal years ended December 31, 2024.

The Public School Employees’ Retirement System (PSERS)-Pension, a defined benefit pension trust fund, was created to
administer and provide pension benefits to public school employees in Pennsylvania. The PSERS-Defined Contribution, a
defined contribution pension trust fund administered by the PSERS, was established by Act 5 of 2017 to provide defined
contribution retirement benefits to new public school employees effective July 1, 2019.

The INVEST Program for Local Governments is an external investment pool, not held in trust, reported as a custodial fund that
invests amounts owned by local governments, school districts, and not-for-profit entities. The INVEST Program for Local
Governments is reported for its fiscal year ended December 31, 2024. Audited financial statements for the INVEST Program
are available through the Chief Accounting Officer.

The Tuition Account Investment Program is a custodial fund that invests amounts on behalf of participants who are saving for
college tuition costs. Audited financial statements for this program are available through the Chief Accounting Officer.

The Monetary Penalty Endowments Trust Fund, a custodial fund, was established in accordance with Act 1 of 2013 to account
for the monetary penalty payments from Pennsylvania State University.

The Statutory Liquidator Fund, the largest custodial fund, converts the remaining assets of insolvent insurance companies to
cash for remittance to policyholders, credit