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PUBLIC POLICY COUNCIL News Briefing Sept. 18, 2009       contact: Nan Nelson (920) 593-3418
LOCAL

Budgets:

SJR-11, a state constitutional amendment to limit the veto power of county executives in the same way that the governor’s veto power has been limited (no assembling new words or numbers or creating new sentences), was passed by the Senate on first consideration on September 15.  It must pass two consecutive legislatures and be approved by the people in referendum before it becomes part of the state constitution. [Legislative Notification Service]
Downtown Green Bay:

Financing changes were announced for the WaterMark project at the former Younkers site. The city of Green Bay is loaning developer John Vetter $3.5 million at 5.5% interest for seven years. Calumet County Bank will loan the project $4.5 million. The Wisconsin Housing and Economic Development Authority (WHEDA) will provide Vetter a loan for 20% of the value of the project for seven years, or about $2.5 million, using new market tax credits.  Initially, Calumet County Bank was committed for 30 months, and the children’s museum and Hagemeister Park restaurant were to purchase their locations upfront.  Vetter told the Redevelopment Authority on September 8 that the buyer of the new market tax credits required a traditional financial structure for the deal. That forced changes in the original plan. In short, all parties in the project must now stay committed for seven years.  An initial potential buyer of the credits, no longer involved in the project, did not make such a demand.  Although the new buyer of the credits came on board earlier this summer, reworking the deal has taken a couple months.  "One of the things that took some time is the two major tenants really wanted to buy," Green Bay Mayor Jim Schmitt said.  Now, the children's museum and Hagemeister Park will lease to buy, which they can do in 77 months.  In August, the state Department of Commerce awarded a $565,000 Blight Elimination and Brownfield Redevelopment grant to the project, which Vetter said also eased financing.  "It takes the whole environmental liability out of the financing," he said.  Calumet County Bank will call a special board meeting to consider approving the new arrangement. Vetter said that could happen this month, after which the deal goes back to WHEDA for presentation to the buyer of the tax credits.  Vetter said if all entities approve, closing, which allows construction to begin, could be in eight weeks. [Press-Gazette]
Economy:

· Brown County’s unemployment (not seasonally adjusted) declined from 8.5% to 8% in July.  The Green Bay unemployment figure is 12.4%, down from 12.8% last month.  Statewide the unemployment rate in July was 8.7% compared to 9.2% in June. [Press-Gazette]
· 68% of northeastern Wisconsin manufacturers polled in a bank survey said they expect production to increase next year compared with 2009.  The poll of 93 manufacturers, conducted for Green Bay-based Nicolet National Bank by IntellectualMarketing LLC, found that 21% of those anticipating a rise in production thought it would increase 20%, while another 21% thought it would go up 25% next year. About 28% of the respondents expected a production increase of 10%.  About 72% of the manufacturers in the Nicolet Bank Business Pulse survey said their current inventories are about right, while 16% said they're higher than they'd like and 12% said they're too low. [Journal Sentinel]
Government Efficiency and Cooperation:

· The NEW Regional Safety Facility Committee issued a contract to Bray & Associates to conduct a feasibility study before year end on a joint facility to house public safety and emergency vehicles and equipment and provide training space.  The study for the facility, to be located in the southwestern part of the county, was funded by a $250,000 state grant.  [Press Gazette]
· A steering committee will be formed later in September to amend the Brown County Comprehensive Plan by June 2010 with a Lower Fox River and Green Bay Shoreline Waterfront Redevelopment Plan aimed at improving communication among municipalities so a long-range vision of economic growth, environmental protection and greater cultural opportunities can be reached.  “There's a gap in communication of all the (municipal) plans," senior planner Aaron Schuette said September 14 after presenting the proposal to the Brown County Harbor Commission.  It will be financed by a $30,000 grant from the Wisconsin Coastal Management Program as well as matching funds from the county. The committee will include waterfront stakeholders, including municipal, business and environmental representatives, as well as the public. [Press-Gazette]
Transportation:

· Chris Phelps, director of Green Bay Metro Transit, is asking area municipalities to pass resolutions calling on the state to pass enabling legislation to allow local referenda for the creation of a regional transit authority.  With the metro area population expected to exceed 200,000 after the 2010 census, federal funding for the transit system could be lost, and RTAs with taxation powers are seen as one way to regain funding.  Federal funding for transit systems hinges largely on population. Systems serving fewer than 200,000 people qualify for operating assistance, which is used to pay for salaries, fuel and other day-to-day expenses.  A $550,000 loss is the best-case scenario, while a worst-case scenario is a $2.5 million budget hit. State and federal money accounted for about 57 percent of the transit system's $8 million budget this year. The loss of federal money would need to be recouped from local coffers, which would be difficult to swallow considering current budget restraints, Phelps said.  Phelps also is trying to muster support for changes in the federal formula assigning operating assistance money. Right now, the system uses population as the threshold — with 200,000 people as the cutoff for assistance. A model under consideration changes the formula to a level of service equation, providing money to bus system with fewer than 100 buses.  At its peak level of service, Green Bay Transit has 32 buses on the road.  Phelps has received RTA endorsements from De Pere, Ashwaubenon, Bellevue and Allouez officials. Phelps recently appeared was before the Green Bay City Council Advisory Board and plans to be in front of the Green Bay City Council soon.  [Press-Gazette]
· A public information meeting was held on September 17 where officials presented design drawings for the reconstruction of Military Ave.  Those who want to comment can contact Steven Grenier stevengr@ci.green-bay.wi.us or Edward Wiesner edwi@ci.green-bay.wi.us (920) 448-3100.  [Press-Gazette]
STATE

Consumers:

Even though the Wisconsin Attorney General decided not to appeal a court ruling that the state’s minimum markup law is unconstitutional, the ruling will be appealed anyway.  On August 20, the Seventh Circuit held that the Wisconsin Petroleum Marketers & Convenience Store Association would be permitted to intervene in the case for the purpose of appealing.  The Wisconsin Uniform Sales Act, sec. 100.30, forbids retail sellers of gasoline from selling gasoline below cost plus a markup equal to the higher of six% of the retailer’s cost or 9.18% of the wholesale price of the product.  Flying J., Inc., which owns truck stops in Wisconsin, filed suit in federal court, seeking a declaratory judgment that the law violates the Sherman Antitrust Act.  U.S. District Court Judge Rudolph T. Randa agreed, and enjoined the State from enforcing the law. The State chose not to appeal.  However, before the 30-day limit for filing a notice of appeal had expired, the Association moved to intervene under Rule 24. Judge Randa denied the motion.  The Association appealed. In an opinion by Richard Posner, the Seventh Circuit reversed.  The court found that the Association had an interest in the litigation, because it was someone the law was intended to protect. [WI Law Journal]
Economy

· Without adjusting for seasonal fluctuations, Wisconsin's unemployment rate was 8.7% in July, up from 4.6% a year ago, according to a state Department of Workforce Development report: http://www.dwd.state.wi.us/dwd/newsreleases/2009/unemployment/0709_state_lmi.pdf.  Through the first 33 weeks of 2009, initial applications for jobless benefits in Wisconsin already have exceeded the total for all of 2008.  Mixed news from the state report Thursday included the biggest 12-month manufacturing job decline in data going back to 1990. Factories cut 57,800 jobs since July 2008, an 11.6% reduction. From its July peak in 1999, Wisconsin manufacturing employment has fallen by 26%.  [Journal Sentinel Online]
· The estimated market value of residential property in Wisconsin dropped 1.3% in 2009, the first drop in decades.  The value of existing homes fell by $8.4 billion.  Manufacturing values were also off 1.3%, while commercial and farm-related properties registered modest increases.  Only 11 of 72 counties, mostly in east central Wisconsin (Manitowoc, Caumet) or in the rural west, saw value growth of 2% or more.  Values in nine counties, mostly in once hot suburban and recreation areas fell 2% or more.  [Wisconsin Taxpayers Alliance]
Education:

· SB-63 Education Tax Credit was reported out of committee in the Senate on August 19. [Legislative Notification Service]
· Seven UW campuses including UW-Green Bay should open research centers to help small business develop new technologies, train more students and create jobs, according to a report released on September 11.  The seven Emerging Technology Centers would cost $7.7 million to get running in four years, but pay huge economic dividends in the long run, according to the report issued by a task force appointed by UW System President Kevin Reilly.  The group, appointed in February, was to study how to more successfully turn university research into economic development.  The centers would focus on new technologies where the campuses already have faculty expertise, such as energy storage for next generation electric cars at Oshkosh and pharmaceuticals based on medical plants at La Crosse.  Reilly and task force leaders Carl Gulbrandsen, managing director of the Wisconsin Alumni Research Foundation, outlined the recommendations to the Board of Regents.  [AP]

Energy:

· SB-185 / AB-256 Wind Power Siting passed the Senate on September 15 and the Assembly on September 16. [Legislative Notification Service]
· With bipartisan support, the state enacted a law several years ago requiring that 10% of the state's electricity come from renewable sources by 2015.  Gov. Doyle is now pushing for the state to expand that requirement - to 25% of the state's energy supply by 2025 - as part of a global warming bill that his office and co-chairs of several legislative committees have been working on. The bill is based on the recommendations of the governor's global warming task force last year.  That bill is likely to be introduced next month, said Pat Henderson, deputy secretary of the state Department of Natural Resources, in an interview.  During a telephone call with Wisconsin reporters, Doyle said the state bill is still needed even if a federal bill that would enact a nationwide cap-and-trade system is passed.  The state initiative would address issues not covered by the congressional bill, including the state's moratorium on nuclear power plants, measures to reduce the state's energy use by 2% a year, and the renewable-power mandate.  Doyle and U.S. Commerce Secretary Gary Locke said on September 2 that the national climate bill is needed to send a message that the nation is serious about addressing global warming and to help create jobs in the clean-energy sector.  "We need legislation that will place a market-based cap on the emissions of greenhouse gases," Locke said. "And if we place a market-based cap on carbon emissions it will send a surefire signal to every entrepreneur in America that it's safe and profitable to make long-term investments in clean energy."  Doyle rebuffed concerns raised by Midwestern utilities that the federal bill would raise energy prices, and by the National Association of Manufacturers that the bill would place a heavy burden on factories, potentially threatening tens of thousands of Wisconsin jobs.  "The bill as it has moved forward provides significant exemptions for utilities," Doyle said. "It is an area where the administration and Congress listened very carefully to states like Wisconsin that are significant manufacturing states." [Journal Sentinel]
Environment:

AB-138 / SB-113 Appointment of WDNR Secretary by Board was reported out of a Senate committee on September 3 and out of an Assembly committee on September 8.  [Legislative Notification Service]
Financial:

Requiring all real estate appraisers to be licensed in Wisconsin is one of the recommendations of a Legislative Council task force that studied how to reduce home foreclosures.  Wisconsin is one of four states that don't require appraisers to be licensed. The task force's report said the lack of regulation led to housing scams during the height of the sub-prime lending boom. The group's recommendations released on September 9 also include requiring that schools teach students about the different types of mortgages and the associated risks. The task force included state lawmakers and others. It also recommends more notice when a home goes into foreclosure so government can address problems associated with abandoned homes. "There are four bills ready to go, and we want to fast-track this; hit the iron while it's hot," said Assembly Speaker Mike Sheridan (D-Janesville).  Sheridan said public hearings are set for next month and votes could come as early as October.  [Channel3000.com]
Labor and Workplace:

AB-367 Employment Discrimination Based on Credit History had a public hearing by committee on Workforce Development in the Assembly on August 27.  The bill provides a narrow exception where circumstances of an individual's credit history are "substantially related to the circumstances of a particular job or licensed activity" and where the employment "depends on the bondability of the individual and the individual may not be bondable due to his or her credit rating."  [Legislative Notification Service, Hamilton Consulting]
Taxation & Fees:

· The budget bill signed by Governor Doyle this summer reduced the capital gains exclusion from 60% to 30%, in effect doubling capital gains taxes. Business groups opposed this measure, fearing long-term negative impacts on capital formation in Wisconsin. For many years, Wisconsin had one of the most generous capital gains exclusions in the country, but the new law brought Wisconsin back towards the middle of the pack. Now there is hope that a new bi-partisan effort will help reverse, at least in part, this new law.   Representative Peter Barca (D – Kenosha) said on September 8 he will introduce a bill to restore the 60% exclusion for gains held more than five years.  [WMC capitol Watch]

· In the nearly five decades since Wisconsin began collecting a tax on retail purchases in 1962, sales tax receipts have never declined from one year to the next - until now.  Stung by the recession, consumers in Wisconsin have clamped down on spending, reducing the amount of sales tax collected by the state during the past year by 4.3%, to $4.1 billion.  The state's sales tax collections continued to increase during the recession of the early 1980s, in part because the state raised the rate to 5% in May 1982, near the end of the fiscal year.  Originally, the rate was set at 3% when taxes were first collected, then raised to 4% in 1969.  In 1982, when the state had been in a recession for two years, sales tax receipts increased by just 0.06%. A year later, with the increase in the rate, sales tax receipts jumped 25.8%.  Retailers themselves are planning conservatively for the holiday season, with inventories substantially depressed from 2007 levels.  At Kohl's department stores, for example, store inventories are down 21% from two years ago.   [Journal Sentinel Online]

Transportation:

Wisconsin Department of Transportation Secretary, Frank Busalacchi, sent a letter to members of the legislature’s Joint Finance Committee seeking approval of the Department’s plan to erase a $33 million deficit in the Transportation Fund for the fiscal year ending June 30, 2009 by postponing road projects. Secretary Busalacchi cited “the worst economic crisis to hit our nation in generations” as the primary cause of the fund deficit. $162 million taken from the Fund during the last two years to close the state’s budget problems.  On August 27 the Joint Finance Committee unanimously rejected the Department’s deficit plan. This unusual action reflects growing concern among both legislative Republicans and Democrats about the future of the state’s Transportation Fund.  [Montgomery Minutes]
FEDERAL

Economy:
The federal government is unlikely to recoup all of the billions of dollars that it has invested in General Motors and Chrysler, according to a new congressional oversight report assessing the automakers' rescue.  The report released September 9 said that a $5.4 billion portion of the $10.5 billion owed by Chrysler is "highly unlikely" to be repaid, while full recovery of the $50 billion sunk into GM would require the company's stock to reach unprecedented heights.  The report also recommended that the Treasury Department act with more transparency and provide a legal analysis justifying the use of financial rescue funds for the automakers. The report was prepared by the Congressional Oversight Panel, which is overseeing the federal bailout programs.  In all, the government has invested $74 billion in the nation's auto industry, including $12.5 billion into auto financing giant GMAC and $3.5 billion into auto suppliers, according to the report. The panel said the government may have averted economic catastrophe by taking on the rescue. The automotive industry represents about 6.5 percent of the manufacturing jobs in the United States.  "Preserving portions of Chrysler and General Motors might have resulted in savings for the government in other ways," the report said. [Washington Post]
Energy:

The U.S. State Department issued a permit August 20 allowing construction of a pipeline that will bring crude oil to the U.S. from Canada's oil sands.  With the permit in hand, Enbridge Inc. plans to start construction work on the Alberta Clipper pipeline, which will run through Minnesota and the northeastern corner of North Dakota from Superior, Wis., to Hardisty, Alberta. Environmental groups had urged Secretary of State Hillary Clinton to reject the permit, saying extracting and refining crude from Canada's oil sands emits high amounts of greenhouse gases and threatens the water and air. A coalition of environmental and Native American organizations vowed to challenge the permit in court, expressing disappointment with President Barack Obama's administration.  The State Department said it considered environmental concerns—including greenhouse gas emissions—in its review, but said emissions reductions are best addressed through domestic policies in each country and a strong international agreement.  The department also pointed out the construction jobs that will be created along the 1,000-mile pipeline, saying the permit "sends a positive economic signal" in troubling times.  The project still needs local permits and agreements with landowners at some points along the line. [TwinCities.com]
Environment:

· H.R. 2454 American Clean Energy and Security Act (ACES, cap-and-trade, climate change): A deal forged by the national utility lobby and incorporated into the global warming bill passed by the U.S. House of Representatives in June penalizes small Midwestern power companies that rely heavily on coal plants, according to a regional utility group that is lobbying to change the bill.  The Midwest Climate Coalition - made up of 15 Midwest utilities, including Wisconsin Energy Corp. of Milwaukee and Alliant Energy Corp. of Madison - is pressing for change before a Senate vote on a cap-and-trade bill that could take place later this year.  "We're concerned that, under the current formula, Midwestern states would be subsidizing the customers of other utilities in some Western and Eastern states," said Brian Manthey, spokesman for Wisconsin Energy.  At issue is the formula for how credits would be distributed to utilities to help them comply with global warming mandates and begin the transition toward a lower-carbon future. A formula developed by the Edison Electric Institute allocates the credits based on a combination of electricity sales and emissions, giving larger companies an advantage.  Dan Reidinger, spokesman for the Edison Electric Institute, the utility industry's lobbying organization, said the formula developed by his group is fair to all customers because it gives credit to companies that have already moved to invest in cleaner sources of energy production.  The House bill aims to reduce emissions linked to global warming by 83% by 2050. The Midwest could be hit hard because it relies heavily on coal for electricity and because its manufacturing base relies on coal for factories. Wisconsin relies more heavily on coal for power than 37 other states, a Journal Sentinel analysis found. Other Midwest states also rely heavily on coal.  Wisconsin utilities say they aren't opposed to a cap-and-trade bill but want one that provides more credits and gives the industry more time to comply with global warming mandates.  [Journal-Sentinel]

· In an August 13 press release, the National Association on Manufactures (NAM) outlined the job losses and higher utility costs that will affect Wisconsin consumers if Congress adopts H.R. 2454, the Waxman-Markey bill.  Wisconsin would be hit hard because we are so dependant on coal to generate electricity. Increased cost to generate this power would be passed on to consumers and to businesses. Wisconsin has several industries that are energy intensive including: papermaking, brewing, foundries and heavy manufacturing. NAM predicts thousands of jobs will be lost and utility prices will increase dramatically. Their predictions include the following:

· An increase in electric rates of up to 60% by the year 2030;

· An increase of up to 79% for natural gas by the year 2030;

· An increase of 26% in gasoline prices;
· Loss of disposable income of $881- $1432 per household each year.

· A loss of state economic output of between $6-8 billion to $9.3 billion per year.

· Job loss of between 41,600 and 56,700 lost jobs by 2030.
· Sens. Barbara Boxer (D-CA) and John Kerry (D-MA) said August 31 the climate bill they are writing would not be finished until later in September. Boxer is the chairwoman of the Senate Environment and Public Works Committee, the panel that has primary jurisdiction over the bill.  Kerry has been a longtime proponent of capping carbon dioxide. He has used his gavel as the chairman of the Senate Foreign Relations Committee to examine how rising global temperatures could destabilize certain regions.  Majority Leader Harry Reid (D-Nev.) had asked the committees with oversight on climate-related issues to have bills ready by the end of September.

· On August 25 the US Chamber asked the US EPA to hold a public debate on climate change science (see filing here: http://www.eenews.net/public/25/12224/features/documents/2009/08/25/document_pm_01.pdf ), or face litigation, as the agency prepares to regulate greenhouse gas emissions under the Clean Air Act.  In April, EPA said it planned to declare that emissions of carbon dioxide, methane, nitrous oxide, hydrofluorocarbons, perfluorocarbons and sulfur hexafluoride from new automobiles and their engines contribute to air pollution that endangers public health and welfare. The proposal, which does not include any regulations, comes in response to the Supreme Court's 2007 Massachusetts v. EPA ruling. The US Chamber of Commerce filed a 21-page petition asking the agency to approve an on-the-record proceeding with an independent trier of fact who would allow EPA and environmental and business groups to engage in a "credible weighing" of the scientific evidence that global warming endangers human health.  EPA has hosted two public hearings and received more than 300,000 public comments on the matter thus far. [NY Times]
· The Obama administration is studying ways to limit the reach of any greenhouse-gas regulations it might eventually set to large industrial sources, such as power plants and factories, rather than small businesses.  The move could help the administration limit the political and legal fallout of the Environmental Protection Agency’s decision in April to declare greenhouse gases a threat to public health. Business groups, led by the US Chamber, have warned for months that such a declaration will lead the government to eventually slap costly new regulations on an array of small emitters, including warehouses, offices, schools and churches. EPA boss Lisa Jackson had to stress earlier this year that the agency wasn’t planning on regulating “Dunkin Donuts.”  The White House Office of Information and Regulatory Affairs announced it was reviewing the EPA’s “greenhouse gas tailoring rule” on its web site September 2.  Although the announcement didn’t disclose details about the rule, people familiar with the EPA’s work on the issue said they expected the agency’s proposal to call for regulating only facilities that emit 25,000 tons or more a year of carbon dioxide. That threshold would effectively limit the reach of new regulations to power plants, steel mills, and cement factories, people familiar with the matter said.  The practical effect of the rule is that many smaller carbon-dioxide emitters, including hospitals, schools and office buildings, would not be subject to EPA's regulation. The change could also slow the drive on Capitol Hill to pass major climate-change legislation. "EPA's getting its ducks in a row so that it is prepared to do something if Congress doesn't," said Frank O'Donnell, president of Clean Air Watch. [Wall Street Journal, Washington Times]
· With global talks on climate change looming the Obama Administration sought to gain momentum on September 15 by unveiling its plan to require better gas mileage for cars and trucks and the first-ever rules on vehicle greenhouse gas emissions.  The new standards call for the auto industry’s fleet of new vehicles to average 35.5 miles per gallon by 2016. [AP]
Finance:
· H.R. 3126 Consumer Financial Protection Agency (CFPA) Act: Rep. Barney Frank (D., Mass.), the chairman of the House Financial Services Committee, plans to begin holding votes on his panel's parts of the legislation, including the consumer agency, late in September.  The bill would tightly regulate consumer products including mortgages and credit cards. It would have the power to ban certain practices and require financial firms to offer loans with simple terms and clear disclosure.  Industry lobbyists have seized on language they say gives the agency broad powers over anyone who is involved in offering credit. That would include even retailers that offer gift cards. One section of the legislation says the agency would have jurisdiction over "any person who engages directly or indirectly" in offering a financial product to consumers.  The agency is a centerpiece of a much broader series of proposals, and one that has become a big target for opponents. Banks argue it would reduce the number of choices they could offer and make it much harder for consumers to obtain credit. They also say it would raise the cost of doing business by adding another layer of regulation.  [Wall Street Journal]

· On August 25 President Obama announced he will reappoint Federal Reserve chairman Ben S. Bernanke for an additional term.  If the Senate confirms him, Bernanke would serve a second four-year term when his current one ends on January 31, 2010.  [Washington Post]

· The coffers of the Federal Deposit Insurance Corp. have been so depleted by the epidemic of collapsing financial institutions that analysts warn it could sink into the red by the end of this year.  That has happened only once before, during the savings-and-loan crisis of the early 1990s, when the FDIC was forced to borrow $15 billion from the Treasury and repay it later with interest. The FDIC is the government agency that guarantees depositors against the loss of their money in a bank failure.  [AP]
· Nearly a year after the federal rescue of the nation’s biggest banks, taxpayers have begun seeing profits from the hundreds of billions of dollars in aid that many critics thought might never be seen again.  The profits, collected from eight of the biggest banks that have fully repaid their obligations to the government, come to about $4 billion, or the equivalent of about 15 percent annually, according to calculations compiled for The New York Times.  The government has taken profits of about $1.4 billion on its investment in Goldman Sachs, $1.3 billion on Morgan Stanley and $414 million on American Express. The five other banks that repaid the government — Northern Trust, Bank of New York Mellon, State Street, U.S. Bancorp and BB&T — each brought in $100 million to $334 million in profit.  The figure does not include the roughly $35 million the government has earned from 14 smaller banks that have paid back their loans.  American taxpayers could still collect additional profits on their investments in two other big banks that have repaid their preferred stock but not their warrants: JPMorgan Chase and Capital One. They are expected to yield over $3.1 billion in gains for the Treasury in the next month or so, although the full tally will depend on how much they will pay to buy back their warrants.  And the government is owed about $6.2 billion in interest payments from banks that have not yet repaid their federal money. But all the profits taxpayers have won could still be wiped out by two deeply troubled institutions. Both Citigroup and Bank of America are still holding mortgages and other loans that were once worth billions of dollars but whose revised values are uncertain. If they prove “toxic” because they cannot attract buyers, they could leave large holes in the banks’ balance sheets.   Neither bank is ready to repay its bailout money anytime soon, even though the banks’ stock prices have surged in the last month, leaving the government sitting on paper profits of about $18 billion between them.  The government still faces potentially huge long-term losses from its bailouts of the insurance giant American International Group, the mortgage finance companies Fannie Mae and Freddie Mac, and the automakers General Motors and Chrysler. The Treasury Department could also take a hit from its guarantees on billions of dollars of toxic mortgages.  But the mere hint of bailout profits for the nearly year-old Troubled Asset Relief Program has been received as a welcome surprise. It has also spurred hopes that the government could soon get out of the banking business.  [NY Times]
Health Care:

· H.R. 3200 Affordable Health Choices Act:  There are three different versions of H.R. 3200: 
(1) the Ways and Means Committee bill at http://waysandmeans.house.gov/media/pdf/111/AAHCA09001xml.pdf , 
(2) the Education and Labor Committee substitute at http://edlabor.house.gov/documents/111/pdf/markup/FC/HR3200AmericasAffordableHealthChoicesActof2009/MILLCA_158.pdf and (3) the "Blue-Dog compromise" at http://energycommerce.house.gov/Press_111/20090731/hr3200_ross_2.pdf .
· The Senate Health, Education, Labor and Pensions (HELP) Committee bill is available at http://help.senate.gov/BAI09A84_xml.pdf.  The Senate Finance Committee bill, now in bipartisan negotiations, is not available as a printed bill but is expected to be released at http://finance.senate.gov/healthreform2009/currentcommact.html .  A new proposal from Senator Max Baucus, (D-MT) who heads the Finance Committee, was circulated to the “Gang of Six” over the Labor Day weekend.  Baucus said he intends to bring a health-overhaul bill before his influential panel the week of Sept. 21. The Montana Democrat said he will continue to work toward winning Republican votes, but he made clear he intends to move forward with or without GOP backing. It would impose new fees on some sectors of the health care industry, but none on individuals, to help offset initial costs estimated at $856 billion over 10 years, according to officials familiar with the outline, at least $100 billion less than the overhaul bills approved by other congressional committees. The plan would also offer the option of lower-cost insurance, with protection only against the costs of catastrophic illnesses, to those 25 and younger. In addition, it would provide basic Medicaid coverage to millions of low-income people who are currently ineligible for the program, but the benefits would be less comprehensive than standard Medicaid.  The Baucus proposal would be fully paid for over that period through a variety of fees on stakeholders — such as $6 billion a year from health insurers, and $2.3 billion a year from pharmaceutical companies — as well as a tax on insurance companies that offer the most expensive health insurance plans and cuts to Medicare reimbursement.  To expand coverage to millions of the estimated 46 million Americans who lack insurance, everyone up to 133% of the poverty level would be covered by Medicaid. In addition, health care affordability tax credits would be provided to help low- and middle-income families purchase private insurance coverage.  Baucus has apparently dropped the idea of requiring Medicare beneficiaries to pay 20% of the amounts charged for laboratory tests. That will allow him to say his plan does not directly increase costs to beneficiaries.  The proposal would also require health insurance companies to report the proportion of premium dollars spent on things other than medical care. Hospitals would be required to list standard charges for all services.  Baucus’ plan would also establish a system of consumer-owned insurance cooperatives in lieu of a government-run “public plan.” Like the versions of overhaul approved by three House committees and the Senate Health, Education, Labor and Pensions (HELP) Committee, the Baucus proposal would bar insurers from denying insurance coverage to individuals because of pre-existing medical conditions or dropping coverage when policyholders become sick.  It calls for the creation of health insurance exchanges to make it easier for small businesses and individuals to purchase insurance, and includes funding to establish the health-care cooperatives, which would offer another choice of insurance coverage. Americans who fail to purchase health insurance would be fined, beginning at $750 a year for individuals and $1,500 for families.  Households making more than three times the federal poverty level (about $66,000 for a family of four) would face maximum fines of $950 for individuals and $3,800 for families. Employers who do not offer health coverage would have to pay the full cost of the subsidies provided to employees who purchase coverage through the new health insurance exchange and qualify for a subsidy because their family income is below 300% of the poverty line.  But employers would not have to contribute to the health insurance costs of employees with higher family incomes. The new requirement would apply to firms with 50 or fewer employees.  Many employers that do offer coverage also would be subject to this requirement. Workers who would have to pay more than 13% of their income for their share of the premium costs under their employer’s plan, and who have family incomes below 300% of the poverty line, could receive a subsidy to purchase coverage through the exchange. Their employers, however, would then be billed for those subsidies.

Recently, two Republican Senators involved in the “Gang of Six” negotiations in Senate Finance, Sens. Charles Grassley (R-IA) and Mike Enzi (R-WY) have distanced themselves form health care reform following noisy debates in their districts during the August recess.  As a result Senate Democrats are considering several options to move healthcare without Republican support and will make a decision on that process shortly after they return to Washington, Sen. Charles Schumer (D-N.Y.) said August 23.  Schumer, a member of the Democratic leadership, said the bottom line for Democrats is that they prefer a bipartisan bill, but may not be able to get one. If they can’t, he said they’ll try to move a bill on the backs of the 60 Democrats in the Senate (59 following the death of Sen. Edward Kennedy), while hoping to pick off a GOP vote here or there, as well as the use of special Senate budget reconciliation rules that would require only 51 votes to move healthcare.  Schumer said Democratic options also include some combination, Schumer said. That would involve requiring 60 votes for some parts of healthcare reform, and using the special rules to move more controversial parts of legislation, such as a public health insurance option prized by liberals and opposed by Republicans and some centrist Democrats.   [TheHill.com, NY Times, Congressional Quarterly, Center on Budget & Policy Priorities, AP]
· Calling the initiative "my plan," President Obama on September 9 set the size of a health-insurance plan at $900 billion over 10 years, a figure smaller than versions approved in the House and fully paid for, he said, by spending cuts and tax increases. Most individuals would be required to purchase health insurance, but the costs would be mitigated by generous tax credits. Large employers would also face a requirement to offer health coverage to employees or pay a fine, while most small businesses would be exempt.  The president pledged to tackle medical-malpractice lawsuits and he promised new cost controls that could scale back his plan if health-care inflation isn't brought under control.  Mr. Obama embraced for the first time a proposal to impose a fee on insurers that sell high-end plans -- a concession that could hit not only lawyers and bankers but also unions that bargained for premium health plans.  And in an effort aimed at key Republican negotiators in the Senate, the White House outlined a new pilot program to move medical-malpractice cases out of the court system and put them before expert panels and arbitrators. White House officials say the program, first floated by President George W. Bush, would be instituted by executive order and wouldn't be included in the health-care legislation. Under the Obama malpractice initiative, states will be eligible for grants for experiments aimed at reducing lawsuits and promoting patient safety. One idea would encourage early disclosure of medical errors, rewarded by mediating claims rather than litigating. Another effort states could pursue would require individuals to obtain an affidavit issued by experts or panels of doctors stating that the case has merit before proceeding in court. A McCain initiative endorsed by Mr. Obama would allow high-risk individuals to join insurance pools that couldn't deny them coverage for pre-existing conditions. That would be in effect until 2013, when a broader, federally controlled insurance exchange would go into force.  That exchange should carry a government-run "public option" that would be self-sufficient and maintained by premiums, Mr. Obama said.  He proposed several steps similar to what congressional committees have already approved.  These include doing away with lifetime caps on coverage and "recissions," a practice used by insurers to drop customers once they get sick. Out-of-pocket expenses also would be capped. People who don't have insurance through their employer would be encouraged to buy plans on a federally operated policy exchange, and, if under a certain income, would be given tax credits to help them afford it.  View a summary of the president’s plan here: http://www.whitehouse.gov/issues/health_care/plan/   [Wall Street Journal]
Labor & Workplace:

· The Department of Homeland Security (DHS) in July rescinded its no-match regulation which would have pressured employers to terminate up to 9 million employees who could not clear their Social Security number discrepancies within 90 days of government notification.  The US Chamber and other plaintiffs obtained an injunction blocking the rule.  In a separate case Judge Alexander Williams, Jr., of the U.S. District Court in Maryland dismissed an appeal by the US Chamber on August 26 of a new federal contracting rule.  His decision cleared the way for the rule to take effect on September 8.   Federal contractors with jobs over $100,000 and subcontractors with jobs over $3,000 will now have to verify that their employees—whether they are working on government contracts or not—are legally eligible to work in the United States. Workers hired before November 1986 must be reverified if they are assigned to government contracts. The US Chamber estimates that the rule will triple employers’ costs to a collective $188 million.  [USChamber.com]
· H.R. 1409 / S. 560  EFCA:  It was reported August 14 that Pennsylvania Senator Arlen Specter (D-PA) will vote with Democrats in support of a cloture vote on a modified version of Card Check.  Cloture is a procedural motion requiring 60 votes that would override a filibuster and force a vote.  “I expect the cloture vote to occur on a modified version of the employees' Free Choice legislation,” Specter told the “Netroots Nation” a group of liberal leaning bloggers. “And I will support that cloture vote.” The announcement came amid a roller coaster year for the Senator surrounding this issue.  In March, after months of speculation and lobbying from both sides, Specter, then a Republican, said that he would not support cloture on Card Check.  Several weeks later Sen. Specter switched political parties and re-opened the door for support of an amended version of EFCA.  AFL-CIO Secretary-Treasurer (at that time) Richard Trumka said August 24 that President Obama and White House Chief of Staff Rahm Emanuel have indicated that they will not bring up "card check" legislation until after healthcare reform is done in Congress.  On September 4 A.F.L.-C.I.O. president John J. Sweeney signaled a significant shift to try to move a long-stalled pro-union bill, saying he would support a change that calls for speedy unionization elections, a provision that would replace the much-attacked card-check provision.  Mr. Sweeney said he “could live with” fast or snap elections “as long as there is a fair process that protects workers against anti-union intimidation by employers and eliminates the threats to workers.” The US Chamber criticized the proposal for elections after a short campaign saying “that has the effect as a practical matter of eliminating the ability of the employer to educate its employees about the potential adverse effects of unionization. It still begs the question, what is wrong with the existing secret ballot process?” Under Mr. Sweeney’s idea, a secret ballot would be held probably within five or 10 days of a substantial number of workers petitioning for a union. Such a brief length of time would be far different from the current practice when campaigns often last two months, giving companies time to persuade workers to vote against a union.  Richard Trumka, the A.F.L.-C.I.O.’s secretary-treasurer, who became the federation’s president on Sept. 16, stopped short of endorsing fast elections.   He said the A.F.L.-C.I.O. wanted to make sure that any legislation contained three components: a process in which workers were free of intimidation; greater penalties against employers that break the law during organizing drives, for instance by firing outspoken union supporters; and binding arbitration to prevent employers from indefinitely dragging out negotiations without ever reaching a contract.  Business groups denounce the binding arbitration provision, saying it would be wrong to have federally appointed officials issuing rulings that determine a company’s wages, hours, pensions and working conditions.  [TheHill.com, NY Times]
Taxation & Budget:

· New deficit projections from the White House were released on August 25. ABC World News reported that the new numbers are "huge...virtually impossible to grasp.” The White House said the deficit this year is going to balloon to a record $1.6 trillion, more than triple last year's deficit. Congress expects the deficit to reach a total $7 trillion over the next decade while the White House number is even higher, $9 trillion over ten years.
· H.R. 1552 / S. 1402 Small Business Jump Start Acts were introduced on June 29 and referred to committees.  These bills would increase the small business start-up expense deduction from $5,000 to $10,000 and increase the threshold for the deduction’s phase-out from $50,000 to $60,000.  [US Chamber]
· A split among Democrats and a busy fall agenda is likely to have lawmakers hold off this year on debating the future of the estate tax, even though it expires at the end of the year.  Experts and aides say a more realistic scenario involves Congress passing a one-year extension and then tackling the issue as part of broader tax reform next year.  [TheHill.com]
Transportation:
The U.S. House Transportation Committee chairman said September 10 that a six-year, $450 billion highway bill is unlikely to clear Congress this fall, and that an extension of current transportation funding formulas is likely.  [AP]
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