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Rendell Adds More Items To Fall Agenda For General Assembly

Gov. Rendell this week added to his list of "to-dos" for the General Assembly by again urging
the Senate and House to adopt an expansion of the state's Alternative Energy Portfolio Standard
focused on increasing solar energy requirements.

Rendell said he cut back his "ask" for a wholesale expansion of the Portfolio Standard in
favor of just the expansion of the solar energy standard.

House Democrats have had Alternative Energy Portfolio Standard legisl&tmnse
Bill 80 (Vitali-D-Delaware) and therlouse Bill 2405DePasquale-D-York) expanding the
Alternative Energy Portfolio Standards and authorizing a carbon sequestration network (both
without funding)-- on the House Calendar since July 2 of 2009 without being able to bring the
bills to a vote.

Alternative energy isn't even on the Senate Republican radar screen.

This action item was added to several others now on the Rendell Fall agenda.

Transportation Funding

On August 23 Gov. Rendell unveiled what he said would be a $1 billion increase in
annual transportation-- highway and transit-- funding needed to fill the hole left when the federal
government failed to approve plans to toll [-8@is plan includes--

-- $576 million from a new net profit tax on oil companies which he said now only paid $35
million in state Corporate Net Income Tax, while making $5 billion in profits in Pennsylvania;
and

-- $434 million by raising driver and vehicle fees consistent with the increase in inflation (for the
average driver the increase would cost 33 cents per week).

He cited poll numbers saying 74 percent of the public supported the oil company tax and
a narrow majority supporting the increase in driver and vehicle fees.

So far, his tax and fee proposals are not getting much traction with legislators.

At a hearing last week, Sen. John Rafferty (R-Montgomery), Majority Chair of the Senate
Transportation Committee, said he would like to see a more comprehensive proposal including
not only highway and transit, but also items like rail freight fundidg.said 2011 would be a
better time to consider these items.

Marcellus Shale Severance Tax
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The budget settlement in July contained a written commitment by legislative leaders in
the Senate and House to pass a Marcellus Shale natural gas production severance tax by October
1 which allocated funds to the state, local governments and for environmental programs.

The last severance tax proposal made by Gov. Rendell was in his February budget
address which would have generated $178.6 million in FY 2010-11and allocate $160.7 million to
a proposed Stimulus Transition Fund (which never got any support from legislators) and $17.9
million to local communities seeing infrastructure and other impacts from drilling.

The Governor made no allocation to fund environmental programs like Growing Greener
which ran out of money this year.

Both Senate Republican and House Democratic staffs have been working on separate
drafts of a severance tax and in the case of the Senate, also on other items they say should be
linked to adoption of the tax like more "reasonable” permit and inspection requirements and
dealing with local ordinances that regulate drilling.

Gov. Rendell said at his press conference this week he expects House Democrats to adopt
their severance tax proposal soon after they return to session on September 13.

State Budget Shortfall

Two weeks ago Gov. Rendell took steps to implement his original plan to make up for
the $280 million shortfall caused by a reduced federal appropriation for Medicaid funding.

That plan includes--

-- An across-the-board cut of 1.9 percent in the state budget that would yield $212 million: 1.9
percent cut to "discretionary appropriations,” including $50 million to basic education funding;
1.9 percent cut to the General Assembly, Courts and to elected row offices (Auditor General,

Attorney General and State Treasurer);

-- Using $70 million from the proposed Marcellus Shale natural gas production severance tax.

If the General Assembly fails to adopt the Marcellus Shale severance tax, there will be
another $70 million hole to fill.

The Governor said there will still be the need to layoff about 100 state workers, but he
has not yet released a list of which agencies would be affected.

Pension Fund Shortfalls

On August 18 Gov. Rendell urged the Senate toldasse Bill 24971 D.Evans-D-
Philadelphia) to help deal with the state and school employee pension fund deficits and
encouraged the Senate and House to use the $200 million in legislative account balances to help
meet the pension deficits.

For its part, Senate Republican leaders have said they will be taking a close look at the
proposal along with promoting ideas of their own.

Independent Fiscal Office

The July budget agreement also contained a written commitment to pass legislation
creating an Independent Fiscal Office by Octobeflie Office would be responsible for basic
budgetting functions like projecting revenue estimalidse idea was originally proposed in
Senate Bill I(Browne-R-Lehigh).

There has been limited activity on this issue over the summer.

Time Is Short

The likelihood of any of these items getting done in the Fall is solely dictated by the
voting session schedule.
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The Senate and House will only be in voting session together for three more weeks
during the remainder of this yeafny bills not receiving final votes will die and have to be
reintroduced in the new session in January when a new Senate and House and Governor will
consider them.

The Senate is scheduled to be in session for three weeks-- September 20, 30 and October
12-- and will not consider legislation after the electidime House will return to session for the
weeks of September 13, 20, 27, October 4, November 8, 15.

You do the math.

In a related development, Gov. Rendell issued an official proclamation declaring
September "Mushroom Monthl'guess we'll see who's left in the dark in the September
legislative session ....

NewsClips: Senate GOP Writes Marcellus Shale Tax, Overhaul Of Drilling Rules

Onorato Slams Corbett's Opposition To Drilling Tax

Onorato Slams Corbett On Drilling

Onorato: Make Gas Drillers Pay, Not Taxpayers

Onorato Decides To Back Shale Gas Extraction Tax

Marcellus Shale Severance Tax Coming Up

Think Tank Warns Of Gas Industry Tax Breaks

Editorial: Quick Disclosure On Natural Gas Political Contributions

Related Story InPA Environment Digest
Fall Environmental Agenda Is Crowded For Last 3 Weeks Of Legislative Session

State Revenue Shows Signs Of Growth In August-- 0.4 Percent

Pennsylvania collected $1.8 billion in General Fund revenue in August, which was $7.1 million,
or 0.4 percent, more than anticipated, according to the Department of Revenue. Fiscal year-to-
date General Fund collections total $3.5 billion, which is $6 million, or 0.2 percent, above
estimate.

The state collecte$l1.6 billionin August of 2009.

Sales tax receipts totaled $700.9 million for August, $34.5 million above estimate. Year-
to-date sales tax collections total $1.5 billion, which is $34.5 million, or 2.4 percent, more than
anticipated.

Personal income tax revenue in August was $650.9 million, $12.3 million below
estimate. This brings year-to-date PIT collections to $1.3 billion, which is $12.4 million, or 1
percent, below estimate.

August corporation tax revenue of $42.1 million was $0.8 million below estimate. Year-to-date
corporation tax collections total $101.4 million, which is $1.8 million, or 1.7 percent, below
estimate.

Other General Fund revenue figures for the month included $66.9 million in inheritance
tax, matching the estimate and bringing the year-to-date total to $130.7 million, which is
$100,000 above estimate.

Realty transfer tax was $23.3 million for August, $13.8 million below estimate, bringing
the total to $58.4 million for the year, which is $13.9 million less than anticipated.
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Other General Fund tax revenue, including cigarette, malt beverage, liquor and table
games taxes totaled $127.2 million for the month, $1.5 million above estimate and bringing the
year-to-date total to $235 million, which is $1.5 million above estimate.

Non-tax revenue totaled $195.1 million for the month, $2 million below estimate,
bringing the year-to-date total to $227.9 million, which is $2 million below estimate.

In addition to the General Fund collections, the Motor License Fund received $192.8
million for the month, $36.8 million above estimate. Fiscal year-to-date collections for the fund
total $437.2 million, which is $37.2 million, or 9.3 percent, above estimate.

Slot Machine Revenue Rises More Than 5 Percent In August

The revenue generated by Pennsylvania's nine casinos was 5.19 percent more in August 2010
compared to total revenue in August of last year.

The Gaming Control Board reported today that slot machines produced gross revenue of
$196,635,849 in August of this year and $108,121,631 in tax revenue. That compares to
$186,936,232 in gross revenue and $102,789,443 in tax revenue during Auguss@009.
machine revenue is taxed at 55 percent.

Revenue for the month also showed an increase of 2.60 percent when comparing just the
eight casinos that have operated for at least a full year. The ninth casino, The Rivers, opened on
August 9, 2009, and therefore could not be utilized for this comparison.

Gaming Control Board Chairman Greg Fajt said the solid figures in August complete a
strong summer for gaming in Pennsylvania.

"Expansion at Commonwealth casinos during the past 90 days has produced tremendous
benefits to Pennsylvanians,” says Fajt. "In addition to the growth in tax revenue from slot
machine gaming that affords, among other things, a reduction in homeowners property taxes,
more than 4,000 additional jobs were created through the rollout of table games."

A copy of the complete repad available online

Check The PA Capitol Digest Daily Blog Every Day For Capitol News

Click on this linkfor the PA Capitol Digest Blodo get updates every day on Pennsylvania State
Government, including newsclips, coverage of key press conferences and more.

Political News & NewsClips

Onorato's Taxing Week:In an attempt to respond to the popularity of his opponents no tax
increase pledge, Democratic Gubernatorial candidate Dan Onorato said he would not increase
basic business and personal taxes, but did favor adopting the Marcellus Shale natural gas
production tax, but did not support an increase in the gas tax and vehicle/driver fees.

For his part, Republican Tom Corbett again said he opposed any tax increases and the
Marcellus Shale tax (even though his Republican brethren in the Senate agreed to adopt one by
October 1), but said he did not oppose increasing fees because they went for specific purposes.

Clear?

NewsClips: Onorato: Make Gas Drillers Pay, Not Taxpayers
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Onorato Decides To Back Shale Gas Extraction Tax
Onorato Opposes Gasoline Tax, Vehicle Fee Hikes

Poll Position For Corbett: This is getting redundant, but two new polls show Republican Tom
Corbett has a comfortable lead over Democrat Dan Onorato in the race for Govédmaor.
Reuters/Ipsos Pollas Corbett leading 49 to 34 percent among likely voters and a new
Rasmussen Pdiif likely voters has Corbett up 50 to 37 percent urging a monicker of "Solid
Republican” from the polister.

Toomey-Sestak RaceA newReuters/Ipsos Pathis week has Republican Pat Toomey ahead of
Democrat Joe Sestak by a margin of 47 to 37 percent percent among likely voters.

Here's a collection of NewsClips from around the state on political topics of interest--

PA Politics

Democrats Trying To Rally Voters

Casey Rallies NE Dems As Party Preps For Midterm Races
Casey Tells Voters Dems In Office Vital

Palin Sounds Family Themes In Hershey

Palin Delivers Personal Message About Family
Editorial: Lt. Gov, Make No. 2 Try Harder

Rendell To Headline lowa Democratic Party Fundraiser
Rendell To Stump In lowa

Governor's Race

Candidates For Governor Heat Up Race

Governor's Campaign Pledge Or Promise?

Corbett Stumps In City Of His Birth

Corbett Primed To Cut Spending, Even It It Costs
Candidate Corbett Contradicts Himself

Column: Next Governor Must Talk, Act Tough
Bumsted: Danny O To Rendell, Help Me Less

Editorial: State's Candidates For Governor Should Debate
Editorial: Quick Disclosure On Natural Gas Political Contributions
Other Races

Sestak Launches First TV Spot Against Toomey
Senate Hopefuls Dueling With TV Ads

Ads In Senate Race Target Senior Voters

Obama Will Campaign With Sestak

Editorial: Tim Murphy, Liberal

ACLU Appeals Ballot Ruling On House Candidate
Eachus Critical Of Challenger's Silence

Indictments

Jailed Veon To Stand Trial For Fraud January 31
Veon's 2nd Corruption Trial Now Set For January
Veon: From Private Plane To Prison Cell
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Bonusgate Lawyer Wants Court To Rule On Complaint Against Corbett
Budget

PA In Less Fiscal Distress Than Much Of Nation

Rendell Backs Turnpike In Funding Spat With PennDOT
Hikes Sought For Motorist Fees

Editorial: PennDOT Needs A U-Turn In Its Thinking

Bill Would Require Super Majority Votes For Tax Hikes
Bill Would Help Small Businesses Create Jobs

Editorial: Finishing The PA Budget

PA School Pension Fund Posts 14.6 Percent Return
Investment Gain Puts School Pension Fund On Sounder Footing
Op-Ed: PA Roads Hit Dead End Without Funding
Editorial: Modest Hikes For Safe Roads

Editorial: No Such Thing As Free Ride

Economy

Unemployment Rates Climb In Erie, Crawford
Joblessness Up Again In Northeast

Jobless Rate In Western PA Climbs

Other

State's De Facto Execution Moratorium Frustrates Rendell
PA Executions A Rare Occurrence

Lawmaker Seeks Diversity On Judicial Oversight

Session Schedule

Here is the Senate and House fall session schedule--

Senate Fall Session

September 20, 21, 22, 27, 28, 29, 30

October 12, 13, 14

November 18 (Ceremonial Session to Elect an Interim President Pro Tempore)

House Fall Session

September 13, 14, 15, 20, 21, 22, 27, 28, 29
October 4, 5, 6

November 8, 9, 10, 15, 16

On The Senate/House Agenda

Here are the Senate and House Calendars and Committee showing bills of interest--

Calendars
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House (September 13)House Bill 371(Staback-D-Lackawanna) providing for an on-site
compliant investigations and correction plans at personal care homes and assisted living
residentsHouse Bill 442(M.Smith-D-Allegheny) amending the PA Innkeepers' Rights Act to
provide for employee background chedksuse Bill 479Hanna-D-Clinton) amending the
Liquor Code to place additional limits on the grant of licenses for distributor or importing
distributor's licenses per countypouse Bill 1858 Sturla-D-Lancaster) authorizing counties to
impose a 1 percent sale tax increaseyse Resolution 3@Preston-D-Allegheny) creating a
House select committee to investigate the policies used by state agencies to protect the personal
health, financial and other sensitive data of citiz&esiate Bill 1169Waugh-R-York) relating
to sentencing and for the collection of restituti8enate Bill 48§Rafferty-R-Montgomery)
further providing for the offense of purchase, consumption, possession or transportation of
alcoholic beverages.

Senate (September 20)Senate Bill 53Greenleaf-R-Montgomery) extensive revisions to Title

20 dealing with decedents, estates and fiduciaBiesate Bill 99A.Williams-D-Philadelphia)
providing for liability of parents for pretrial diversion progra®enate Bill 42§Orie-R-

Allegheny) providing for registration of certain offendesgnate Bill 1409Brubaker-R-

Lancaster) further providing for partnerships under the Workforce DevelopmenitHActe Bill
115(Waters-D-Philadelphia) further providing for limits on retail licenses issued in each county,
further providing for hotel exemptions and making other chard¢@sse Bill 207 Markosek-
D-Allegheny) further providing for the use of wireless devices while drividguse Bill
2258(Briggs-D-Montgomery)further providing for the disposition of dependent children.

Committees

House:the Children and Youth Committee holds an informational meeting on delinquency
prevention and alternatives to detention in PhiladelphiaCtresumer Affairs Committee

holds two hearings, one ¢ipuse Bill 181 1Schroder-R-Chester) adopting the Mid-Atlantic
Natural Gas Pipeline Corridor Compact and a secortdouse Bill 2619 Preston-D-Allegheny)
providing for municipality-based electric generation aggregation in Bethleheiniptna
Committee holds a hearing oHouse Bill 2601(Payne-R-Dauphin) further providing for liquor
licensees sales in Philadelphia; theliciary Committee holds a hearing oHouse Bill
2255(Parker-D-Philadelphia) further providing for expert testimony in criminal proceedings.

Other: the Public Employee Retirement Commission meetin§amate Bill 56§Browne-R-
Lehigh) providing for a unified retirement system for state, school and local government
employees.

Capitol News

Pileggi, Eachus Unveil Mobile Website For Legislative Information
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A new website will make it easier for users of mobile devices to access legislative information,
Senate Majority Leader Dominic Pileggi (R-Delaware) and House Majority Leader Todd Eachus
(D-Luzerne) announced today.

The websitewww.palegis.usis designed for users of mobile devices such as the iPhone,
BlackBerry, and Droid. Visitors can use the site to contact members of the General Assembly, to
search for bills by number or keyword, to read bill text, and to access information about
legislative committees.

OAs more people use smartphones and similar devices to access the Internet, we need to
ensure that they can find legislative information in a user-friendly format,O said Sen. Pileggi,
chairman of the Legislative Data Processing Committee. OThis website for mobile devices
provides easy access to the most commonly accessed information.O

OThis new mobile-friendly website is part of our ongoing efforts to make state
government more accessible and more transparent,O said Rep. Eachus, vice chairman of the
Legislative Data Processing Committee. OWith just a few taps on their mobile phone, people can
find up-to-date legislative information about the issues they care about. That's what open
government is all about.O

Weeks Ahead

Upcoming meetings, hearings and other events on legislative issues in Harrisburg, unless
otherwise noted.NEW means new from last week.

September 8- House Children and Youth Committee informational meeting on delinquency
prevention and alternatives to detention in PhiladelpBlaladelphia‘'s Family Court,
Philadelphia.10:00.

September 8- House Liquor Committee holds a hearingHtouse Bill 2601(Payne-R-
Dauphin) further providing for liquor licensees salesdependence Visitor Center, Philadelphia.
9:30.

September 8- House Consumer Affairs Committee holds a hearinglamse Bill
1817(Schroder-R-Chester) adopting the Mid-Atlantic Natural Gas Pipeline Corridor Compact.
Room G-50 Irvis Building.1:00.

September 9-NEW. Public Employee Retirement Commission meetingenate Bill 566
(Browne-R-Lehigh) providing for a unified retirement system for state, school and local
government employeefoom 461.10:00.

September 9- House Consumer Affairs Committee holds a hearinglamse Bill
2619(Preston-D-Allegheny) providing for municipality-based electric generation aggregation.
Bethlehem City Hall. 9:30.
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September 9- House Judiciary Committee holds a hearingdonise Bill 2255 Parker-D-
Philadelphia) further providing for expert testimony in criminal proceediRggam G-50 Irvis
Building. 10:00.

September 14- House Consumer Affairs Committee holds a hearin§amate Bill 168
(Brubaker-R-Lancaster) authorizing boroughs to contract for electric seR@man 39 East
Wing. 9:00.

September 16-NEW. Senate Urban Affairs and Housing Committeglds a hearing oHouse
Bill 712 (J.Taylor-R-Philadelphia) authorizing urban land banks for the conversion of vacant or
tax-delinquent propertie?enn State Beaver Campu:00.

September 20-NEW. Senate Agriculture and Rural Affairs Committee meeting to consider
House Bill 174(Carroll-D-Monroe) codifying and amending the Public Eating and Drinking
Place Law.Room 8E-A East Wing11:45.

September 24- Senate Education Committee holds a hearing on college and career rediness,
completion and retentiorSt. Vincent College, Latrobel:00.

Senate Committee Schedule House Committee Schedule

You can watch th&enate Floor Sessi@mdHouse Floor Sessidive online.

Other News

School Employees Pension Fund Posts 14.59 Percent Gain

The Public School Employees Retirement Sydteimweek announcetie Fund posted a

positive 14.59 percent for the fiscal year ended June 30, 2010, outperforming the 12.00 percent
median return of the Wilshire Associates Inc.'s database of public pension funds and the 10.87
percent return of the Fund's custom policy benchmark.

PSERS Chief Investment Officer Alan Van Noord reported, "PSERS' investments
rebounded adding over $6 billion in net investment income to the Fund over the past fiscal year
and earned well above the Fund's assumed long-term actuarial investment rate of return of 8.00
percent. Strong asset-class performers for the fiscal year ended June 30, 2010 included: U.S.
fixed income which returned 21.43 percent and private markets which returned 22.39 percent.
Other positive fiscal year returns included: U.S. equities 18.29 percent, non-U.S. equities 15.07
percent, global fixed income 14.43 percent, absolute return 15.60 percent, and commodities 5.93
percent. While nearly all asset classes reported strong growth over the past fiscal year, real estate
continues to under perform and returned -10.30 percent for the fiscal year."

"While the Fund experienced positive growth during the past fiscal year, the investment
markets remain unstable. There remains a strong need to maintain a well-diversified investment
portfolio and a sound investment policy to help withstand the extreme volatility in the markets,"
Van Noord said. "Over the past fiscal year PSERS carefully revised its investment policy and
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asset allocation to reduce the Fund's risk level. The Fund decreased its allocation to equities and
increased cash reserves to provide adequate liquidity to pay pension benefits during the current
volatile markets. All of these changes allow adequate opportunity for the Fund to manage
investment risk, continue to grow and take advantage of market recoveries."

For the quarter, five-year and 10-year periods ended June 30, 2010, PSERS returned
-1.83 percent, 2.99 percent, and 3.51 percent, respectively. The annualized 25 year return
through June 30, 2010 is 8.83 percent, which exceeds the assumed long-term actuarial
investment rate of return for the same period.

PSERS Chairman Melva Vogler commented on the Fund's investment performance and
staff. "PSERS is fortunate to have top notch staff that developed an effective investment
portfolio which has been able to reduce investment risk levels while maintaining PSERS'
strategic positions in the investment markets. As a result of these efforts PSERS has been able to
report strong investment earnings for the recent fiscal year. That said, significant funding issues
remain for the Fund, the Commonwealth, and school employers as the employer contribution
rate is projected to increase significantly in FY 2012/2013. PSERS staff and Board remain
dedicated to providing technical support and actuarial resources to the Governor and Legislators
to resolve the funding issues as we move even closer to the employer contribution rate spike."

PSERS also today announced that the Government Finance Officers Association of the
United States and Canada (GFOA) recently awarded PSERS a Certificate of Achievement for
Excellence in Financial Reporting for the Fund's Comprehensive Annual Financial Report
(CAFR) for the fiscal year ended June 30, 2009.

PSERS has earned this prestigious award for the past 27 consecutive years. The GFOA
Certificate of Achievement, a national award established in 1945, recognizes conformance with
the highest standards for preparation of state and local government financial reports. PSERS'
CAFR was judged by an impartial panel to meet the high standards of the program including
demonstrating a constructive "spirit of full disclosure" to clearly communicate its financial story
and motivate potential users and groups to read the report. The report must also satisfy both
generally accepted accounting principles and applicable legal requirements.

Copies of the CAFR are available BEERS' website

NewsClips: PA School Pension Fund Posts 14.6 Percent Return

Investment Gain Puts School Pension Fund On Sounder Footing

Quick Clips

A sampling of NewsClips on Casino Hearings, Casino Pay, Community Colleges, Sprinklers, Do
Not Call, Judiciary Online, LCB, Prisons

Residents Oppose Proposed RV World Casino Near HBG
Hampden Casino Hearing Draws Opponents

Hearings Start On PA Resort Casino License

Opponents Outnumbered In Battle Over Gettysburg Casino
Hearing Draws Hundreds Against Gettysburg Casino
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Civil War Being Fought Over Gettysburg Casino Proposal
Battle Lines Drawn Over Casino Near Gettysburg

Sides Clash This Week Over Gettysburg Casino

Sorting Out Erie Casino Table Games Revenue Success
Casinos Create Thousands Of Jobs, But Base Pay Criticized
Philly Casino Adds Finishing Touches Before Opening

Bill Addresses Kids Left Alone In Casino Lots

7th Child Found In Car In Parx Casino Lot

6th Parent Accused Of Leaving Child In Casino Parking Lot
Monroe's Backing Of Bond Issue Could Help Casino

Valley View Downs Racetrack-Casino Makes Last Minute Pitch
Republican Chair Of House Gaming Committee Supports Lawsuit
CCAC Hires Independent Auditor

Enrollment Up By 5 Percent At CCAC

State Money, Donated Space For Erie Community College
Highmark Gives $200,000 To Erie Community College Effort
Op-Ed: Higher Costs Damage Higher Ed

Northeast Colleges Shatter Records

Editorial: Christie Jams Sprinklers

Lawmakers Wants Texting To Fall Under Do Not Call

Public Can Comment On Judiciary Online

Liguor, Wine Price Hikes Possible Next Year

Editorial: LCB's Snootful

Plan To Replace Graterford Prison Halted

Time-Off Abuses By Ranking Corrections Officers Alleged
Lawmaker Wants Outside Probe Of Corrections Guards
Editorial: Tougher Enforcement Cuts lllegal Immigration

About PA Capitol Digest

PA Capitol Digestis published for the private use of the client€akci Associatesa
Harrisburg-based government and public affairs firm whose clients include Fortune 500
companies and non-profit organizatiori®r more information call 717-234-1716.

Send comments and questions alfAtCapitol Digestto: DHess@CrisciAssociates.com

Sign up for our sister publication, the award-winnitd Environment Digestfor an update on
environmental issues in the Commonwealth by goingniton.PaEnvironmentDigest.coor
send an email toDHess@CrisciAssociates.com
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