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Legislative Alert -

Wrap-Up of November Lame Duck Session and a Look Ahead
MESSAGE FROM THE EDITOR

As expected, the Pennsylvania General Assembly and Governor Mark Schweiker presided over one of the
most active“SineDig” (i.e., Lame Duck) Sessionsinyears. Inall, over the course of ten days, the General
Assembly sent more than 100 billsto the Governor’s desk for signature. Theseinitiatives, now law, affect
nearly every sector of the economy. Listed below, in Section I, isthe 2002 L egislative Wrap-Up.” This
section is divided into several subject areas and, under each, is a summary of the key pieces of legislation
signed into law by the Governor.

On a prospective basis, expect a handful of issues to dominate avast mgjority of the attention and time of the
new Governor (and histeam) and the General Assembly over the next six months:

« FY 2003-04 General Fund Budget (and corresponding state tax hill)
« Medical Malpractice Reform
« Local Tax Reform

Whilethe legislature and Governor will certainly address other matters, including a host of widely anticipated
initiatives to be announced in then-Governor Ed Rendell’s Budget Address on March 4, 2003, those matters
will palein comparison to the above-mentioned and bel ow-discussed issuesin Section |1, “2003 L egislative
Agenda (the next six months).” The next issue of Pennsylvania Affairsof Statewill offer apreludeto then-
Gov. Rendell’ s Budget Address in the context of rapidly changing economic and fiscal conditions.

Gov.-elect Rendell’s Transition Team continues to evaluate and recommend thousands of candidates for
appointment within the Governor’s Office and throughout the Executive Branch. As of the date thisAlert
went to print, there have been very few announcements, but tons of speculation and rumors. What we do
know isthat the Rendell Transition Teamis hard at work in an attempt to assemble a Governor’s Office staff
and Cabinet-level appointmentsin key agencies. Below, in Section 111, isalist of Transition Team Appointees
by subject area.

The 2003 Inauguration of Governor-elect Ed Rendell will occur on Tuesday, January 21, 2003. At 10:30a.m.,
Lt. Governor-elect Catherine Baker Knoll will takethe oath of officein the Pennsylvania Senate Chambers. At
11:45 am., Governor-elect Rendell will be sworn in on the Capitol steps outside of the East Wing of the
Capitol. At 1:30 p.m., thelnaugural Paradewill commence. At 5:30 p.m., then-Governor Rendell will host a
private reception at the Governor’s Residence. And, at 7:00 p.m., the Inaugural Ball and Galawill begin.

If you have any questions or would like any further information regarding the following matters, or any other
government affairs matter, please do not hesitate to contact Peter A. Gleason, Esg. at (717) 231-2892 or
pgleason@kl.com, or Gregg Taylor at (717) 231-5856 or gtaylor@kl.com, both in the Harrisburg office of
Kirkpatrick and Lockhart LLP.
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Section I: 2002 Legislative Wrap-Up

BANKING/FINANCE

Act 186 - HB 2599 (Allen) - Motor Vehicle Sales
FinanceAct - Amendsthe Motor Vehicle Sales
FinanceAct, providing for asubstantial rewrite of
existing law, including added enforcement authority
to the Department of Banking. Importantly, the bill
allowsfor the financing of several “non-essential”
items (e.g., service contracts, warranties) that, until
this enactment, were not permitted to be financed.

http://www.legis.state.pa.us/WUO1/LI/BI/BT/2001/0/
HB2729P4723.HTM

Act 197 - SB 14 (Holl) - M ortgage Satisfaction Act —
A freestanding act intended to update the permissible
methods and alternatives to mortgage satisfaction.
TheAct allows either satisfaction piece or settlement
officer satisfaction, along with methods for a
mortgagee to object to a settlement officer
satisfaction and validates all prior instruments of
satisfaction.

http://www.legis.state.pa.us/WUO1/LI/BI/BT/2001/0/
SB0014P2379.HTM

Act 200- SB 460 (M owery) - Check Casher Licensing
Act - Amendsthe Check Casher LicensingAct by
exempting certain food or drinking establishmentsfrom
current law.

http://www.legis.state.pa.us/WUO1/LI/BI/BT/2001/0/
SB0460P2321.HTM

Act 207 - SB 1222 (Gr eenleaf) - Federal Credit Unions
- AmendsTitle 17 (Credit Unions) of the Pennsylvania
Consolidated Statutesto provide for parity with Federal
credit unions and for involuntary dissolution.

http://www.legis.state.pa.us/WUO1/LI/BI/BT/2001/0/
SB1222P2158.HTM

Act 209 - SB 1258 (Holl) —Banking Code— Omnibus
and long overdue rewrite of the state Banking Code, Act
111 of 1933, allowing the Department to shareregul atory
information with other state/federal agenciesthat reflect
changesinfederal law emanating from Gramm-Leach-
Bliley, increasing the Department’s enforcement powers,
clarifying the Department’s receivership authority and
clarifies that the Department does not take possession
of FDIC-insured banks.

http://www.legis.state.pa.us/WUO1/LI/BI/BT/2001/0/
SB1258P2421.HTM

CAPITOL BUDGET/
REDEVELOPMENT ASSISTANCE

Act 223 - HB 2741 (Pippy) - Local and State Bridge
Proj ects- A supplement to the Highway-Railroad
and Highway Bridge Capital Budget Act for 1982-83,
itemizing additional local and state bridge projects.

http://www.legis.state.pa.us/WUO1/LI/BI/BT/2001/0/
HB2741P4624.HTM

CONSTRUCTION/REAL ESTATE/LAND USE

Act 235 - HB 1945 (Petrone) — I mprovement of
Deteriorated Real Property or Areas Tax Exemption
Act - Amendsthe Improvement of Deteriorated Real
Property or Areas Tax Exemption Act to permit local
taxing authorities to provide up to ten years of tax
exemption for the construction of dwelling units.

http://www.legis.state.pa.us/WUO1/LI/BI/BT/2001/0/
HB1945P4709.HTM

Act 233 - SB 1528 (Waugh) - Agricultural
Conservation Easement Pur chase Fund - Provides
for adeposit into the Agricultural Conservation
Easement Purchase Fund to account for monies lost
as aresult of changesto the Growing Greener
program in conjunction with the current fiscal year’s
budget.

http://www.legis.state.pa.us/WUO1/LI/BI/BT/2001/0/
SB1528P2244.HTM

ECONOMIC DEVELOPMENT/JOB CREATION

Act 189 - HB 2729 (Godshall) - Tourism Promotion -
Provides for the establishment of the Pennsylvania
Travel and Tourism Partnership, currently established
under an Executive Order, and imposing powers and
duties on the Department of Community and
Economic Devel opment rel ated to tourism promotion.

http://www.legis.state.pa.us/WUO1/LI/BI/BT/2001/0/
HB2729P4723.HTM

Act 224 - HB 2778 (Tulli) - Wor kfor ce Development
Act - Amendsthe act of December 18, 2001, known as
the Workforce Development Act, to provide for a
substantial rewrite of existing law, including the
elimination of the sunset date for the Critical Job
Training Grants and the creation of TAPworkforce
development scholarship accounts.

http://www.legis.state.pa.us/WUO1/LI/BI/BT/2001/0/
HB2778P4741.HTM
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Act 230- SB 1100 (Thompson) - Municipal
Authorities, Philadelphia Convention Center
Changes- Amends Title 53 to restructure the make-
up of the Philadel phia Convention Center Authority,
transfer current PUC oversight of taxicabsin
Philadel phiato the Parking Authority, increases the
Parking Authority’s enforcement powersrelating to
vehicleimpoundment, clarify the bonding
reguirements under the Housing Authorities Law, the
Urban Redevel opment Law and the Economic
Development Financing Law.

http://www.legis.state.pa.us/WUO1/LI/BI/BT/2001/0/
SB1100P2436.HTM

Act 213 - SB 1370 (Punt) - Job Enhancement Act -
Amendsthe act of June 29, 1996, known as the Job
Enhancement Act, by expanding eligibility and terms
and conditions of loans for several programs under
the Act, including the Pennsylvania Economic
Development Financing Authority; increases
maximum loan under the Pollution Prevention
Assistance Program from $50,000 to $100,000 and
increases the loan duration for up to ten years (from
seven), and expands the pool of eligible applicants
for Customized Job Training Grants.

http://www.legis.state.pa.us/WUO1/LI/BI/BT/2001/0/
SB1370P2428.HTM

Act 217 - SB 1478 (White, D.) - Keystone
Opportunity Zones- Amendsthe act of October 6,
1988, known as the Keystone Opportunity Zone and
Keystone Expansion Zone Act, expanding the
number of authorized subzones under both the KOZ
and KOEZ programs, creates a Keystone
Opportunity Improvement Zone, allowing the
Governor to designate tax-free zones for application.

http://www.legis.state.pa.us/WUO1/LI/BI/BT/2001/0/
SB1478P2438.HTM

EMPLOYMENT/LABOR

Act 156 - HB 591 (Egolf) - Unemployment
Compensation L aw - Amendstheact of December 5,
1936, known as the Unemployment Compensation
Law, providing for ineligibility for compensation of
incarcerated employees.

http://www.legis.state.pa.us/WUO1/LI/BI/BT/2001/0/
HBO0591P4715.HTM
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Act 158 - HB 731 (Maitland) - Unemployment
Compensation L aw - Amendsthe act of December 5,
1936, known asthe Unemployment Compensation
Law, providing for fal se statements and
representations, violation of the act, rules and
regulations, penalties, and recovery of UC funds.

http://www.legis.state.pa.us/WUO1/LI/BI/BT/2001/0/
HB0731P4716.HTM

Act 161- HB 974 (Williams) - Child Labor Law -
Amendsthe Child Labor Law by conforming to
federal law and prohibiting “youth peddling” by
minorsunder 16 years of age, with limited exceptions.
Youth peddling isis defined as the selling of goods
and services by minors to customers at their
residences, place of business or public places.

http://www.legis.state.pa.us/WUO1/LI/BI/BT/2001/0/
HB0974P2937.HTM

Act 180- HB 2411 (Her man) - Agentsfor Athletes-
Amends Title 5 (Athletics and Sports) of the
Pennsylvania Consolidated Statutes, creating the
Uniform Athlete AgentsAct, providing for the
registration of agents.

http://www.legis.state.pa.us/WUO1/LI/BI/BT/2001/0/
HB2411P4509.HTM

Act 182-HB 2444 (Miller,R.) -Workers
CompensationAct - AmendstheWorkers
CompensationAct to provide for the definition of
“employe’ to includelocal coordinators of emergency
management asemployees of municipalities.

http://www.legis.state.pa.us/WUO1/LI/BI/BT/2001/0/
HB2444P3545.HTM

Act 202 - SB 813 (Armstrong) - Workers'
Compensation I nsurance Policies- Amendsthe
Workers' Compensation Act to extend the 5%
discount rate on workers' compensation insurance
policiesto employerswho maintain acertified safety
committee through the Department of Labor &
Industry.

http://www.legis.state.pa.us/WUO1/LI/BI/BT/2001/0/
SB0813P2358.HTM

ENERGY/REGULATED AND
UNREGULATED UTILITIES

Act 231 - HB 1331 (DeWeese) - TheAdministrative
Codeof 1929 - Amendsthe act of April 9, 1929,
known as The Administrative Code of 1929, to
provide for a prohibition on furnishing state
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employees' voting addresses, and to prohibit more
than three Commissionersfor the PUC to be from one
political party (after the current termsexpire).

http://www.legis.state.pa.us/WUO1/LI/BI/BT/2001/0/
HB1331P4731.HTM

Act 203—SB 879 (Earll) -PURTA Sur char ge
Recovery —AmendsTitle 66 to allow Gross Receipts
Taxpayers subject to the Act 89 of 2002 surcharge to
recover costs as approved by the PUC.

http://www.legis.state.pa.us/WUO1/LI/BI/BT/2001/0/
SB0879P2426.HTM

ENVIRONMENT

Act 155 - HB 401 (Solobay) - Coal and Clay Mine
Subsidence I nsurance - Establishesaloan and grant
program that would be funded by the Coal and Clay
Mine Subsidence Insurance Fund to provide
compensation to those that do not carry mine
subsidence insurance. Specifically, thisbill does not
allow the amount of insurance coverage to exceed the
replacement cost of the insured structure or the
maximum amount of coverage established by the
fund, whichever isless. Thebill also providesfor an
application for an increase in insurance and editorial
changes.

http://www.legis.state.pa.us/WUO1/LI/BI/BT/2001/0/
HB0401P4746.HTM

Act 175- HB 2190 (Rubley) - Municipal Waste
Planning - AmendstheAct of July 28, 1988,
providing for an extension of the sunset date from
2004 to 20009; requires DEPto develop arecycling
plan to assist municipalitiesin making recycling
programs self-sufficient.

http://www.legis.state.pa.us/WUO1/LI/BI/BT/2001/0/
HB2190P4681.HTM

Act 220 - HB 2302 (Bunt) —Water Resources—
Amends Title 27 (Environmental Resources) to
provide for water resources planning generally and
the development of a State Water Plan, water use
registration and reporting requirements, water
conservation incentives, the identification of Critical
Water Planning Aresas, 6 Regional Water Planning
Committees, and a Statewide Water Resources
Committee.

http://www.legis.state.pa.us/WUO1/LI/BI/BT/2001/0/
HB2302P4697.HTM

HEALTH CARE/INSURANCE

Act 135—HB 286 (Blaum) —Dental Anesthesia—
Amendsthe Denta Law to require dentists
administering anestehsiato undergo clinica evaluations
and office inspections once every 6 years as a condition
of obtaining or renewing apermit.

http://www.legis.state.pa.us/WUO1/LI/BI/BT/2001/0/
HB0286P4567.HTM

Act 160 - HB 967 (Civera) - Physician Assistant
Licenses- Amendsthe act of December 20, 1985,
known asthe Medical PracticeAct of 1985, to further
providefor minimum qualificationsfor physician
assistant licenses.

http://www.legis.state.pa.usWUOL/LI/BI/BT/2001/0/
HB0967P1108 HTM

Act 171 - HB 2055 (Smith, B.) - Elder Care
Facilities- Requirescertain elder carefacilitiesto
provide refunds and payments to consumers for care
not rendered. Provides for inventory of personal
property and authorizes the storage of personal
property by elder carefacilities.

http://www.legis.state.pa.us/WUO1/LI/BI/BT/2001/0/
HB2055P4694.HTM

Act 149—-HB 2860 (K enney) —Tobacco Settlement
Act and PACE/PACENET €ligibility extension —
AmendsAct 77 of 2001, the Tobacco Settlement Act,
to provide for extended eligibility for PACE and
PACENET, a$150 million hit to the Tobacco
Settlement Fund over 5 years, removes the State
Treasurer from the Tobacco Settlement Investment
Board (reducing the Board to nine members (from 11)
and amending the definition of “Infrastructure.”

http://www.legis.state.pa.us/WUO1/LI/BI/BT/2001/0/
HB2860P4712.HTM

Act 201 - SB 654 (Helfrick) - Newbor n Protection -
Amends Title 42 of the Pennsylvania Consolidated
Statutes and provides for newborn protection.

http://www.legis.state.pa.us/WUO1/LI/BI/BT/2001/0/
SB0654P2386.HTM

Act 225 - SB 831 (Piccola) - Practice of Optometry -
Amends the act of June 6, 1980, to regulate the
licensure and practice of optometry and further
defines “ examination and diagnosis’and “ practice of
optometry.” Adds to the powers and duties of the
State Board of Optometry.

http://www.legis.state.pa.us/WUO1/LI/BI/BT/2001/0/
SB0831P2289.HTM
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Act 206 - SB 1208 (Earl) - TheProfessional Nursing
Law - Amendstheact of May 22, 1951, knownas The
Professional Nursing Law, further defining“ practice of
professional nursing” and providing for the duties of
the State Board of Nursing.

http://www.legis.state.pa.us/WUO1/LI/BI/BT/2001/0/
SB1208P2388.HTM

Act 147 - SB 1416 (M owery) - I nsurance- Amends
the act of May 17, 1921, establishing an insurance
department and further provides licensing and
regulation of insurance producers, managers and
exclusive general agents; confers power and imposes
duties on the Insurance Commissioner and Insurance
Department.

http://www.legis.state.pa.us/WUO1/LI/BI/BT/2001/0/
SB1416P2353.HTM

Act 227 - SB 1569 (Tomlinson) —Homeland
Security/Bio-Terrorism-Counterterrorism
Planning — A freestanding act providing for
counterterrorism planning, preparedness and
response; imposing powers and duties on the
Pennsylvania Emergency Management Agency, the
Department of Health, counties and municipalities
and providing for the organization of various
response teams. |mportantly, authorizes the
Governor, in consultation with the Secretary of
Health and viaawritten order, to temporarily isolate
or quarantine groups or individuals to prevent the
transmission of a contagious or possibly contagious
disease. Within 24 hours of issuing an isolation
order, the Department of Health, or thelocal health
department, shall file apetition for acourt order
authorizing the continued isolation or quarantine.

http://www.legis.state.pa.us/WUO1/LI/BI/BT/2001/0/
SB1569P2393.HTM

LEGAL LIABILITY/
MISCELLANEOUS LEGAL MATTERS

Act 154 - HB 235 (Stairs) - Unauthorized
Publication of Name—Providing acause of action for
the unauthorized publication or use of the name,
portrait, voice, photograph or other likeness of a
natural person for commercial or advertising
purposes without express written consent.

http://www.legis.state.pa.us/WUO1/LI/BI/BT/2001/0/
HB0235P4677.HTM
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Act 141-HB 851 (Clymer) - TheNotary PublicLaw
- Amendsthe act of August 21, 1953, known as The
Notary Public Law, providing asubstantial rewrite of
existing law, eliminates current legal prohibition on
bank employeesfrom performing notary work within
abank and allowing for electronic notarization.

http://www.legis.state.pa.us/WUO1/LI/BI/BT/2001/0/
HB0851P4679.HTM

NON-PROFITS

Act 168 - HB 1804 (Reinard) - Pooled Trust Act -
This act provides for pooled trusts for persons with
severe chronic disabilities, using funds from those
persons families. Amounts remaining at death shall
be maintained by trust for the disabled persons
beneficiaries..

http://www.legis.state.pa.us/WUO1/LI/BI/BT/2001/0/
HB1804P4006.HTM

Act 214 - SB 1421 (Jubélirer) - Free Exer cise of
Religion - Protectsthefree exercise of religion and
prescribes the conditions under which government may
substantially burden a person’sfree exercise of religion.
State and local governments may not “ substantially
burden” aperson’sexercise of religion without
compelling justification. With certain specific
exceptions, the government may only substantially
burden aperson’sexercise of religionif the government
demonstrates that the burden on the person furthers a
compelling interest of the government and isthe least
restrictive means of furthering that compelling interest.

http://www.legis.state.pa.us/WUO1/LI/BI/BT/2001/0/
SB1421P2382.HTM

STATE/LOCAL GOVERNMENT GENERALLY/
PROCUREMENT

Act 159- HB 878 (Fair child) —Commonwesalth
Procurement Code, SuppliesM anufactur ed by Per sons
with Disabilities—Amending provisionsinTitle 62
which relate to supplies manufactured and services
performed by personswith disabilities. Under current
law, DGSisrequired to contract with the Pennsylvania
Institute for the Blind and Handicapped when that
organizationiscapable of manufacturing acertain
supply or performing a certain service, aslong asit
demonstrates that it makes an “gppreciable
contribution” in manufacturing and service.

http://www.legis.state.pa.us/WUO1/LI/BI/BT/2001/0/
HB0878P4708.HTM
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Act 170—HB 1947 (Habay) — Second Class County
Code, Separ ationsAct Exclusion — Amendsthe
Second Class County Code to permit Allegheny
County to use “alternative contracting procedures’
to avoid the application of the SeparationsAct on
certain projects.

http://www.legis.state.pa.us/WUO1/LI/BI/BT/2001/0/
HB1947P4750.HTM

Act 221 - HB 2574 (Donatucci) - Liquor Code-
Amendsthe act of April 12, 1951, known asthe
Liquor Code, further providesfor unlawful acts,
rights of municipalities, unlawful advertising and for
limited wineries; deletes provisionsrelating to
distilleries. Also provides for business hours.

http://www.legis.state.pa.us/WUO1/LI/BI/BT/2001/0/
HB2574P4740.HTM

Act 142 - HB 2674 (Steil) —Commonwealth
Procurement Code, Omnibus- AmendsTitle 62
(Procurement) of the Pennsylvania Consolidated
Statutes to provide for a substantial “ update” of the
otherwise new Commonwed th Procurement Code,
including: limitationson public accessto certain
procurement information; limiting thejurisdiction of the
Board of Public Grounds and Buildings; permitting the
use of electronic, online auctions, amending the
definition of design professional services; authorizing
binding letters of intent; reversing the Direnzo decision
requiring 2 PACS hearing for bid protests; and
substantial rewrite of the Board of ClaimsAct, including
alimitation of itsjurisdiction.

http://www.legis.state.pa.us/WUO1/LI/BI/BT/2001/0/
HB2674P4710.HTM

Act 150- SB 824 (L emmond) —Election Code-
AmendstheAct of November 1, 1971, providing for
compensation of county officersto further provide
compensation of district election officers. Further
provides for the manner of applying to vote, assistance
in voting by certain absentee electors, canvassing of
official absentee ballotsand for enforcement. Also
provides for regulatory procedure.

http://www.legis.state.pa.us/WUO1/LI/BI/BT/2001/0/
SB0824P2435.HTM

Act 212 - SB 1365 (Conti) - Liquor Code- Amends
theact of April 12, 1951, known asthe Liquor Code,
and defines arts council, confectionery, eligible entity
and pecuniary interest. Further providesfor renewal
of amusement permit, unlawful actsrelativeto liquor,

alcohol and liquor licensees, for unlawful acts
relative to malt or brewed beverages and licensees,
unlawful advertising, limited wineries, distilleriesand
business hours.

http://www.legis.state.pa.us/WUO1/LI/BI/BT/2001/0/
SB1365P2412.HTM

Act 148 - SB 1554 (Wenger) - Regulatory Review
Act - Amendsthe act of June 25, 1982, known asthe
Regulatory Review Act, to further providefor
proceduresfor disapproval of final-form and final-
omitted regulations and emergency-certified
regulations, procedures for subsequent review of
disapproved final-form or final-omitted regul ations
and existing regulations.

http://www.legis.state.pa.us/WUO1/LI/BI/BT/2001/0/
SB1554P2394.HTM

TAXATION - LOCAL

Act 166 - HB 1700 (M aher) - TheL ocal Tax
Enabling Act — Authorizeslocal taxing jurisdictions
to increase the low-income exemption from $5,000 to
$10,000; redefines“ earned income” and “ net profits.”

http://www.legis.state.pa.us/WUO1/LI/BI/BT/2001/0/
HB1700P4023.HTM

Act 237 - HB 2892 (K enney) - First ClassCity
Business Tax Reform Act - Amendsthe act of May
30, 1984, known asthe First Class City Business Tax
Reform Act, to define“tax measurement year”; further
provides for the period used in computation of tax
and tax payment.

http://www.legis.state.pa.us/WUO1/LI/BI/BT/2001/0/
HB2892P4742.HTM

TAXATION - STATE

Act 232 - SB 958 (Scar nati) —Sate Tax Reform Code,
RIC’sand REIT’s—Amendsthe State Tax Reform Code
by clarifying theintent of Act 89 of 2002 asit related to
theeffect of that Act on RIC'sand REIT’s.

http://www.legis.state.pa.us/WUO1/LI/BI/BT/2001/0/
SB0958P2437.HTM

TECHNOLOGY/COMMUNICATIONS

Act 222 - HB 2614 (Raymond) - Blocking of
Commercial ElectronicMail - Prohibitscertain
commercid electronic transmissionsand the use of text,
graphic or image messaging systems of wireless
telephone systemsto transmit unsolicited commercial
messages; imposes penalties, provides for an
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individual action for damages; authorizing the
blocking of commercial electronic mail by interactive
computer service.

http://www.legis.state.pa.us/WUO1/LI/BI/BT/2001/0/
HB2614P4364.HTM

Act 181 —HB 2424 (Phillips) —Dual Party Relay
Serviceand TelecommunicationsDeviceDigribution
ProgramAct —AmendsAct 34 of 1995 by expanding
the scope of eligible personswith disabilities.

http://www.legis.state.pa.us/WUO1/LI/BI/BT/2001/0/
HB2424P3440.HTM

TRANSPORTATION

Act 152 - HB 152 (Geist) — Salvage Vehicles,

M essenger and Agent Advisory Committee—
Omnibus amendmentsto Title 75 (Vehicles) of the

Pennsylvania Consolidated Statutes providing for
titling of salvage vehicles and vehicle abandonment,
inspection requirements, and permits for moving of
wooden structures. Further provides for the
Messenger and Agent Advisory Committee.

http://www.legis.state.pa.us/WUO1/LI/BI/BT/2001/0/
HBO152P4693.HTM

Act 229 - HB 2410 (Geist) - Traffic Control Devices
- AmendsTitle 75 (Vehicles) to further providefor
erection of traffic-control deviceswhileworking and
reguires a study by the Legislative Budget and
Finance Committee.

http://www.legis.state.pa.us/WUO1/LI/BI/BT/2001/0/
HB2410P4453.HTM

Section Il: 2003 Legislative Agenda (the next 6 months)

THE 2003-04 GENERAL FUND BUDGET:

Each year, no task ismore important to the General
Assembly and Governor than fulfilling their state
constitutional responsibility of enacting a General
Fund Budget before the end of the fiscal year — June
30. Thistask will beimmensely daunting thisyear,
considering the challenging fiscal and economic
climate in Pennsylvania, not to mention the transition
of aRepublican Administration to aDemocratic
Administration (faced with an overwhelming
Republican majority in both the state House and
Senate).

The Governor’s Budget Officerecently projected a
$433 million revenue shortfall (or 2.1 percent) for the
current fiscal year (NOT E — thisestimate came prior
to the receipt of December revenues, which were 5.1
per cent, or $88 million, lessthan anticipated). In
anticipation of the pending Budget crisis, Governor
Schweiker froze $270 millionin General Fund
appropriationsfor the current fiscal year (largely in
the form of a 2% across-the-board cut for all
Executive Agencies) and proposed a series of
measures intended to protect against a deficit at the
end of the current fiscal year. Some of these
additional measureswill require concurrence by
Governor-elect Rendell and/or the General Assembly.
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Many predict that the revenue shortfall, when
combined with the expected “structural deficit”
(which takes into account the one-time revenue
enhancements enacted with the current fiscal year
budget), will require the General Assembly and the
Governor-elect to close arevenue “gap” that could
exceed $1 billion (and could be ashigh as $2 hillion).
In light of the size of this gap, along with a host of
developing fiscal demands, it iswidely anticipated
that the Governor and General Assembly will haveto
make some extraordinarily difficult decisions between
now and June 30", including potential cuts to popular
programs and, quite possibly, enactment of
significant tax increases (or “revenue
enhancements”), in order to balancethe FY 2003-04
General Fund Budget.

Asfor the revenue enhancements, the state is
running out of politically pal atable measuresin light
of thelaundry list of initiatives enacted with the
current FY 2002-03 General Fund Budget: $750m
from the Rainy Day Fund (leaving lessthan $250 m
remaining); $585 m cigarette tax increase; $350 m from
“decoupling” from federal depreciation rules; $200 m
from shortening the escheats period; $136 m from
delaying the Capital Stock and Franchise Tax phase-
out; $100 m transferred from the Underground Storage
Tank Fund; and $92 million fromincreasing the
Municipal Waste Disposal Feefrom $2 to $6 per ton.



Consider alsothat $16.1 billion out of atotal General
Fund budget of $20.7 billion is dedicated (as an actual
or practical entitlement) to education ($8.1 billion),
welfare ($6.7 billion) and corrections ($1.3 billion), al of
whichwill expand inthe next budget. That leavesonly
asmall portion of the budget as potential targets for
cuts. Dueto the anticipated size of the 2003-04-budget
shortfall, therewill most definitely be cuts. However,
whilethecutsarelikely to besignificant froma
program-by-program “specia interest” analyss, they
will havelittleimpact in termsof balancing abudget in
excess of $20 hillion, wherethe gap between anti cipated
revenues and proposed spending could range between
5 and 10 percent of that amount. That’swherethe
revenue enhancementswill comeinto play.

Let us not forget the enormous and increasing
demands on Commonwealth revenues that the
General Assembly and the Governor will haveto
confront in the months ahead:

« Lottery Fund Crisis— Notwithstanding arecord
year for Lottery Fund revenues (thanksin large
part to a $280 million Powerball purse on
Christmas Day), Lottery officials predict that the
Lottery Fund will be nearly $200 million in the
“red” by the middle of 2003. This deficit will
grow at a significant pace, requiring the Governor
and General Assembly to enact a combination of
revenue enhancements (that phrase again) and
cost containment measures in the face of
increasing pressure from advocates for the elderly
to expand eligibility. The Lottery Fund provides
for several programs for the elderly, including
PACE and PACENET, reduced transportation rates
and property tax and rent rebates.

= School Funding — Not lost within the debate over
“local tax reform” isthe ever-increasing call for the
state to pick up alarger share of the school funding
pie. The state currently provides $6.7 hillion to 501
local schoal ditricts (including $4.1 billion in
basic education funding). In spite of the fiscal
predicament faced by Gov. Schweiker and the
General Assembly in 2002, basic education funding
increased by an additional $127 m, or 3.2 percent).
The lesson —even in the most dire fisca climates,
and notwithstanding that basic education funding is
nearly 20 percent of the budget, don’t expect the

elected officials to target school funding for cuts;
especidly in light of Gov.-elect Rendell’s campaign
promise to increase the state's share of school
funding ...

« Medicaid cost increases— When the economy
struggles, state health care costs skyrocket.
Pennsylvaniais not an exception to thisrule. In the
current budget, medica assistance capitation
spending increased by nearly $173 m. Whileit is
difficult to anticipate medical assistance demands for
the 2003-04 budget, one has to assume another
dramatic increase, requiring additional revenues or
another round of welfarereform.

« Medical Malpractice Short-Term Financial Relief
(see below for more details on medical malpractice
reform, generally) — Before Gov.-elect Rendell
ddlivers his budget address in March, we know
already of oneitem at the top of his agenda—
“short-term” financia relief for medical providers
faced with skyrocketing medical malpractice
insurance premiums. Gov.-elect Rendell and Gov.
Schweiker proposed afinancia package worth
nearly $240 million ($220 m for MCARE Fund relief
and $20 m for trauma center relief) to lower costsfor
Pennsylvania s doctors and hospitals. While the
Rendell-Schweiker plan calsfor avast mgjority of
these funds to come from health insurance company
reserves, such amove will require legidative
enactment in the face of avery able health insurance
[obby.

These are but afew of the big-ticket itemsthat the
General Assembly and Gov-elect Rendell will beforced to
confront in the months ahead in the wake of a potential
budget crisis. Sufficeit to say, the most popular folksin
Harrisburg over the next six monthswill bethoselucky
few with “painless’ suggestions to raise revenue or cut
spending.

MEDICAL MALPRACTICE REFORM:
Theaffordability and avail ability of medical malpractice
insurance will remain high on the agendafor the new
legislature and the Governor-elect. Just recently, inan
effort to provide short-termrelief to medical providersin
the Commonwealth, Gov.-elect Rendell and Gov.
Schweiker announced the following proposals:

PENNSYLVANIA AFFAIRS OF STATE



« MCARE Premium Elimination/Reduction—Ata
cost of $220 million, to be borne by hedlth insurers
writing in the Commonwealth, particularly the four
Blues plans, the 2003 MCARE surcharge for the
highest risk specialties will be eliminated and, for
the remaining specidties, the surcharge will be
halved.

« TraumaCenter Subsidies—At acost of $18-22
million, to be borne by the state General Fund (or, if
possible, by the federal government), the state
would subsidize trauma centers.

= Certificatesof Merit — The Supreme Court would
be requested to adopt arule that requires
independent physicians to review every medical
mal practice case and issue a certificate of merit in
order for those casesto move forward.

« Health InsuranceReimbur sementsto Providers—
Health insurers would be “encouraged” to increase
reimbursements to medical providersto account for
increasing medical malpractice premiums.

Most hedth care providers have welcomed these
proposals as a“solid first step” and, as expected, health
insurers are less than enthusiastic about the role
envisioned for them, on both the reimbursement and
surcharge fronts. Expect abig fight in the months
ahead over the sources of revenue for these health care
subsidy proposals. It will be particularly interesting to
see how Pennsylvanid's business community views this
proposal if the health insurers threaten to pass this cost
onto them.

Gov. Schweiker recently announced adelay in the col-
lection of the M CARE surcharge from Jan. 1%to April
1%, which should provide an opportunity for Gov.-elect
Rendell and the General Assembly to address the short-
term relief as proposed above. Also, asan emergency
measure, Gov. Schweiker has also been considering the
possibility of suspending the law that requires all health
care providersto carry medical malpracticeinsurance.
Thisisan ideathat has been long debated within the
Schweiker Administration and the General Assembly,
and one that demonstrates the extent of Gov.
Schweiker’sresolveto amdiorate thismedical malprac-
ticeinsurance crisisbeforeleaving office. Gov.
Schweiker recently requested all medical providerstofill
out aquestionnairein an effort to gauge the extent of
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this crisis on Pennsylvania health care providers; per-
haps as further justification to take such an extreme step
as suspending the mandatory medical mal practice cov-
eragelaw.

Governor-elect Rendell, demonstrating hisown commit-
ment to addressing thiscrisis, formed aMedical Mal-
practice Task Forcefollowing the el ection, comprised of
awiderange of interests, to review awide range of po-
tential solutionsand make preliminary recommendations
in advance of hisswearing in on January 21, 2003 and
final recommendationsby April 1, 2003.

Also, expect continued calls emanating from Republican
legidlators(primarily from the Southeast) for aspecial
session on medica mal practice reform and the possibil-
ity of a“specia session petition” as was successfully
circulated and presented to Governor Schweiker onlo-
cal tax reform. Therewill beastrong push for capson
non-economic damages, but it remainsto be seen
whether the new Governor will embracethat level of tort
reformsor whether hewill suggest that existing reforms
(i.e,Acts13, Med Mal Reform, and 57, Joint & Several
Reform) be given an opportunity to work in return for
the short-termrelief.

LOCAL TAX REFORM:

Whilelittle or no action on local tax reform matters
occurred inthe 2001-02 L egislative Session, folks can
expect aflurry of activity on thisissue during the
2002-03 Legislative Session. Asdistasteful asthis
issueisfor elected officials—largely because a
“resolution” of thisissue will produce almost as
many “losers’ asit will “winners’ —the General
Assembly and then-Gov. Rendell will find it
impossible to avoid thisissue; especially in the late
spring when school districts prepare their budgets
and announce proposed tax increases.

Gov.-elect Rendell, on the campaign trail, proposed to
increase the share of state funding for schoolsto a
minimum of 50 percent and promised to reduce
school property taxes by 30 percent, or $1.4 billion.
His proposal called for acombination of spending
cuts and legalizing slot machines at the racetracks.
Schools are not the only special interest looking to
get their hands on the revenues generated from slots
at the tracks, so enactment of this proposal, or
anything similar, is certainly not guaranteed.
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Our Practice

The scope of services provided by the government affairs practice of Kirkpatrick & Lockhart LLP includes:

LEGISLATIVE AND REGULATORY MONITORING

= Review all bill introductions, legislative
amendments and proposed regulations.

= Monitor the procedural and substantive
evolution of specific bills, amendments and
regulations, including committee activity, and
consideration of the legislative and regulatory
calendars.

= Analyze relevant media and political
developments affecting client legislative and
regulatory interests at both the federal and state
levels, including the White House, Governor's
Office and agency positions and activity.

m  Assess the significance of proposed legislation or
regulations and advise, where possible, on the
likely outcome on any given measure.

LEGISLATIVE AND REGULATORY ADVOCACY

s Develop and implement a comprehensive
legislative and/or regulatory strategy to ensure
the most effective advocacy on a particular
matter.

= Identify and provide access to the “players” in
the legislative and regulatory process, including
the legislative leaders, committee chairpersons,
key House and Senate staff, the White House,
the Governor's Office, and administrative agency
decision makers.

s Assist in the development of grass roots
campaigns and coalition formation among
similarly situated groups and organizations to
create the necessary momentum in support of or
against a particular matter.

= Research and draft legislation, regulations and
testimony before legislative and administrative
bodies.

GOVERNMENT PROCUREMENT

Monitor and identify procurement opportunities
throughout state and federal government.

Communicate client capabilities to relevant
agencies and advocate for the establishment of
public-private partnerships between state,
agencies and our clients.

Prepare procurement proposals and responses to
state government requests for proposal (RFPs),
and negotiate contract terms.

GENERAL FUND AND CAPITOL
BUDGET APPROPRIATIONS

Advocate for increased or new state and federal
appropriations for specific projects and programs.
Advise clients on the Capitol Budget/
Redevelopment Assistance Program and develop
a strategy to obtain specific Redevelopment
Assistance authorizations and appropriations.

ADMINISTRATIVE AGENCY
ADVOCACY/GRANTS AND LOANS

Represent clients before state and federal
government agencies on a wide range of
administrative decisions, including licensing,
permitting, and enforcement actions.

Assist clients in identifying and qualifying for
existing state and federal grant and low-interest
loan programs.

POLITICAL AND CAMPAIGN FINANCE ADVICE

Advise clients on the developing political
landscape, including regular updates on
“targeted” federal, state and local races and
other campaign-related information.

Advise clients on the political and legal
implications of Political Action Committee (PAC)
or other political contributions.
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