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In her opening remarks, Chair Napolitano said: “Diedta today- in every aspect- is not sustainable.”
Recognizing that one subcommittee hearing willsadve the Delta’s problems, she said the intenttavas
address the uncertainty of water management irid@aith by focusing the federal and state role exdlohg
with the short-term uncertainty, and examiningrali¢e solutions for decreasing dependence on tha.De

Commissioner Johnson concentrated his remarkseoBuheau’s efforts to protect the delta smelt @ th
short term, as required by a federal court ordwed,a the same time take a “thorough, methodical,veell
thought-out approach to develop the actions thihimgre assuredly address the needs of the spiecées
justifiable manner.” He noted that the federal atade water projects have reduced Delta water &xpgr
approximately 65 thousand acre-feet to date to gmflaws in Old and Middle Rivers and that this@ct
will continue until there are indications that desimelt have begun to spawn—generally in late Felpru

Director Snow and Mr. Frank discussed Governor Schanegger’s Delta Vision Task Force. Snow also
outlined the Governor’s proposal of a total of ®18illion in general obligation bonds to supporéstment
in California’s water future, which consists of :
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- $3.5 billion to develop additional storage;

- $2.4 billion toward implementing a sustainablsa@rce management plan
for the Delta;

- $1.1 billion for water resources stewardship|udig funding for
Klamath River restoration, Salton Sea restoratiestoration actions on the
San Joaquin River, and money to supplement sucgesstoration projects on
the Sacramento River and its tributaries, as veeihdahe Delta;

- $3.1 billion to promote water conservation;

- $1.1 billion for water quality improvement; and

- $700 million for other critical water projects.

Mr. Bishop discussed the Los Vaqueros Reservoirtesitfied that Contra
Costa Water District has successfully operatedritiie past ten years to
protect fish, and provide net environmental beseétthe Delta, while
increasing yield for the Central Valley Project (B He stressed that
expansion of the Reservoir is critical to operadiditexibility in the Delta. Mr.
Kightlinger detailed the steps that MWD is takiogorepare for “significant”
cutbacks in water supplies because of court ordewadilments. Included in
those efforts are purchases of additional suppirethe open market and
funding a $6 million dollar water use efficiencytmach campaign to
encourage conservation. MWD has also approved spgoder $30 million to
aggressively implement water conservation and tedylwook-ups for public
agencies and the commercial and industrial sedtarsthe federal
government’s part, Kightlinger urged the U.S. Rasid Wildlife Service to
develop a new biological opinion to guide the opieres of the State Water
Project and the Central Valley Project, and agbadicipation of the federal
wildlife agencies in coming up with a new Bay Deltanservation Plan, which
is exploring new and better ways to separate theement of water supplies
from the natural flows in the estuary.

For the testimony of all witnesses, visitp://www.resources.house.gov

TRANSPORTATION: IN EARLY DiScussION OF 2009SAFETEA-
LU REAUTHORIZATION , SENATE ENVIRONMENT & PUBLIC

WORKS HOLDS HEARING ON COMMISSION REPORT

On Thursday, January 31, 2008, the Senate Comroittégnvironment and
Public Works, chaired by Sen. Barbara Boxer, H#d;learing to Receive the
Report of the National Surface Transportation Badicd Revenue Study
Commission.” The report was prepared by a CongreaBy-appointed blue-
ribbon panel of top transportation experts, arsgites as a set of benchmark
findings and recommendations for use by policymskoer the eve of
discussions over the 2009 reauthorization of thn'a surface transportation
law known as SAFETEA-LU.

In opening the hearing, Sen. Boxer urged increassxstment,
commenting, “As we prepare for this new reauthaiozg it is clear that
continuing the current programs at their currenting levels is not
sustainable, will not fix our nation’s crumblindrastructure, will not meet the
needs of our growing economy, and will not adeduatddress growing
congestion. With increased investment, we canawgigoods movement,
reduce congestion, improve air quality and qualftiife, and provide the
necessary infrastructure to support our growingieory.” Sen. Boxer noted
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that “there is no easy answer” to transportatiehallenges.” She cited statistics showing the frost
traffic congestion alone is as high as $200 bilj@n year. She noted that “freight movement iseeigd to
nearly double over the next 30 years, but traffroagh West Coast ports could nearly triple oversame
period.”

Sen. Boxer noted that the Commission determinetditbaneed to invest at least $225 billion annually
from all levels of government and the private seoiger the next 50 years to upgrade our surface
transportation system and meet the needs of oumoeop She suggested,“While the gas tax will corgitu
fund our surface program, we know that it is netiatainable, long-term source of funding. Opticmsld
include private-sector investment, pricing throaglls and the like, and charges for vehicle mites¢led or
VMT. Global warming and other important environrta@tonsiderations need to be integrated into our
transportation planning.”

On behalf of the National Surface Transportatiohdy@nd Revenue Study Commission, the Senate
Committee heard testimony from Jack Schenendoffavington & Burling, who served as Vice Chair oéth
Commission. In his testimony, Schenendorf providadkground regarding the problems facing the natio
transportation infrastructure and the crossroadghath the system sits presently. He then lisked t
Commission’s four primary recommendations and mtedisupporting information regarding each of them.
The recommendations are:

1.) A significant increase in investment in outioi@'s surface transportation system;

2.) A continued significant role for the federagrnment in both leadership and fair financing;

3.) Fundamental and wide-ranging reform of theefatitransportation program, including transformiing
program into one that is performance-driven, outedrased, generally mode-neutral, and refocused to
pursue objectives of genuine national interest; and

4.) A wide range of revenue enhancements.

The commission is comprised of 12 members fromsactioe country, including US Transportation
Secretary and the sole Californian, Steve Hemirtgeecutive Director of the Metropolitan Transpadat
Commission in San Francisco.

For more information regarding the hearing, \igip://epw.senate.govTo view the report, visit the
Commission’s ahttp://www.transportationfortomorrow.org/

HEALTH : ENERGY & COMMERCE 'SHEALTH SUBCOMMITTEE ADDRESSESFAILED

SCHIP REAUTHORIZATION

On Tuesday, January 29, 2008, the House Subcoremoitt¢dealth held a hearing regarding the failed
reauthorization of the State Children’s Health hasize Program (SCHIP). The hearing, entitled “Cioner
Uninsured Children: Missed Opportunities for Movifgrward,”was aimed at addressing the reasondatiat
to the failure, as well as highlighting the potehbenefits of the program if it were to be re-autred.

Subcommittee members from California expressedieeshsentiment that the failed re-authorization
constituted a missed opportunity. CongresswomareABnEshoo (Menlo Park) said that it was “very tead
review the impacts of what's not being done”, amat the SCHIP legislation was “one of the bestraifgs
that's been set up.” She commented that in sedkiagdress issues of public health, “the best plastart
is with our children.”

Congresswoman Lois Capps (Santa Barbara) comméittedunfair that we must have a hearing to
address missed opportunities. . . [Failed re-aightion] is an indefensible act of obstructiontieSturther
stated that children’s “lives don’t stand still” WhCongress attempts to “overcome roadblocks pbged
those that do not value the health and safety otbidren above all else.”

The primary witness at the hearing representindtigh Administration was Mr. Dennis Smith, Director
of the Center for Medicaid and State Operationsttstestified:

“The Administration strongly supports this import@nogram and its full re- authorization. The full
picture of our commitment to insuring low-incomeldren includes Medicaid as well as SCHIP. Medidaid
approximately four times larger than SCHIP in teohenrollment of children and just over six timasger
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in terms of expenditures for children. There arpantant budgetary and programmatic interactionwéen
SCHIP and Medicaid that are appropriate to considére context of reauthorization.”

He testified that the SCHIP bill did not sufficignprioritize covering poor children. He commented:
“We strongly believe, as the future of SCHIP as@ypam is considered, that states be required ttpgar
children first before they expand to higher incdmeels. The federal government has tied financial
incentives to performance standards in other putdieefits programs with good results.”

For more information visihttp://energycommerce.house.gov

ENERGY: SENATE ENR COMMITTEE HOLDS HEARING ON CARBON CAPTURE AND

SEQUESTRATION LEGISLATION & ALTERNATIVES

On Thursday, January 31, 2008, the Senate Envirohamel Natural Resources Committee heard
testimony on Carbon Capture and Sequestration (@@8&)elated legislation — S. 2144, the "Carbon
Dioxide Pipeline Study Act of 2007", and S. 2328 tCarbon Capture and Storage Technology Act of
2007".

S.2144 would direct the Secretary of Energy, inrdowation with the Federal Energy Regulatory
Commission (FERC), the Secretary of Transportatio& Administrator of the U.S. Environmental
Protection Agency, and the Secretary of the Intetdconduct a study to assess the feasibilityef
construction and operation of pipelines to be usethe transportation of carbon dioxide for thegmse of
sequestration or enhanced oil recovery and carhmide
sequestration facilities

S.2323 would address those questions directlyubglihg carbon dioxide capture and storage research
and development, and both carbon dioxide captulesaquestration demonstration projects.

The witnesses included Senator John Kerry (MA)epbsT. Kelliher, Chairman of the Federal Energy
Regulatory Commission; and Mr. Tracy Evans, Se¥ioe President of Reservoir Engineering, Denbury
Resources, Inc.

Senator Kerry testified that "it is critical thaewun, not walk, to develop and implement CCS
technology. This technology will enable us to captine emissions from power plants and other imgist
facilities, and permanently bury them in deep saéiquifers and other geological formations. In,fagb
recent reports identified CCS as the most promianeg for emission reductions in the electric power
sector...By 2030, 9% of US electricity could comani coal plants equipped with CCS. These studies
demonstrate the tremendous potential for the agipdic of CCS. Our government should be making
significant commitments to advancing this technglg

Chairman Kelliher testified that there are alreagsions on how and where to sequester and transport
carbon. He commented that there are three modsisdhuld be used: "the model that has governed the
existing carbon dioxide pipeline network, namelytouing the current regulatory scheme for intdesta
carbon dioxide pipelines. Second, there is th@ipgline model. The third model is the natural ggeline
model. In my view, any of these three approachetdgorove effective in overseeing a network of carb
dioxide pipelines."

Mr. Evans testified that there is a practical useskquestered carbon that is already being emgloye
"The starting point for any type of CCS is to captthe COZ2. Certain existing and some evolving
technologies allow CO2 emitted from various mantufacg processes to be captured. The combustion or
gasification of hydrocarbon-based fuels ...prodymesicularly large volumes of CO2. As new
capture-inclusive projects are constructed, [wahpb acquire thousands of metric tons of CO2 eagttfor
use in enhanced oil recovery."

For more information, visitttp://energy.senate.gov

EcoNoMY: HOUSE PASSESSTIMULUS BILL ; SENATE FINANCE WORKS ON I TS VERSION
The House on Tuesday, January 29, 2008 overwhelypagsed by a vote of 385-35 an economic
stimulus package brokered by the House leaderstuphe White HouseéseeBulletin, Vol. 15, No. 2
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(January 25, 2008)The House bill, among other things, would givieates of up to $600 for individuals and
$1,200 for couples, as well as a $300 rebate k. dihe bill also provides tax incentives and s@ to
businesses and provides assistance to those alghierpacted by the housing mortgage crisis.

In the Senate, meanwhile, the Finance CommittéehyeChair Max Baucus (MT) and Ranking Member
Charles Grassley (IA), on January"3@ported its own economic stimulus bill. The Fieei€ommittee bill
would limit the tax rebate to $500 ($1,000/couple)t expand it to include many more Americans. An
estimated 250,000 disabled veterans and about [B6rmow-income seniors who would not be eligible
under the House bill would get the rebate undeBtugcus-Grassley plan. The bill retains the additio
$300/child rebate and also contains tax incentresbreaks for businesses. In order to prevent
undocumented immigrants from receiving the rebdkesproposal also requires that adults must hasatic
Social Security number.

Bowing to Senate Democrats, Baucus added incongetoape bill, and the rebates now would be
phased out for individuals making more than $150,&B300,000 for couples). Baucus-Grassley also
includes provisions extending unemployment comp@nséenefits by 13 weeks, and adds $5.5 billion in
tax credit extensions for alternative energy saaieged home energy efficiency. Another provisiom als
allows states to offer tax-free mortgage bondselp the housing market.

The Senate hopes to take up the stimulus packagedek, with the leadership offering the House-
White House bill and Baucus offering his packagaraamendment. Passage of the Baucus plan will
probably require a 60-vote majority.

DEMOGRAPHICS : PUBLIC PoLICY INSTITUTE OF CALIFORNIA HOSTSBRIEFING AND

FORUM ON CALIFORNIA 'S POST-PARTISAN FUTURE

On Wednesday, January 30, 2008, the Public Palisytlite of California, in conjunction with the
California Institute, hosted a briefing on a newad; “California’s Post-Partisan Futuré The report’s title
comes from Governor Schwarzenegger’s statemen$i2d®7 inaugural address: “I believe we have an
opportunity to move past partisanship...to move papartisanship...and to move to post-partisgnshi

The briefing featured distinguished panelists MBgkdassare, President and CEO of PPIC; Bruce Cain,
Executive Director of the University of Californi&ashington Center; Jon Cohen, Director of Pollingre
Washington Postind Claudia Deane, Associate Director of Pubjpini@n & Media Research at the Kaiser
Family Foundation.

The report seeks to assess partisanship in Caéferelectorate. It highlights trends in voter sgation
and behavior, as well as the levels of importarssggaed to different issues by Independents, Dest®and
Republicans. It finds that there is still signifitgartisanship among Californians, and that inddpat
voters are gaining in number and will have a langeact on the future of California politics. In taat the
pace at which the independent voter populatiomasvong, independents will eventually out numbeheit
Democrats or Republicans by 2025. Currently, inddpats represent about 20% of the electorate,amp fr
9% in 1988.

The discussion among the panel covered numeroicstdmm the impact of negative campaigning to
the impact of shifting demographics. Most of thewersation centered around the rise of the indegr@nd
voter, and whether or not independents tend to dre mligned with one of the two parties. There dais
introduced that showed that independents’ feelingertain issues ebbed and flowed with the candida
and ballot measures. However, in certain electiowss highlighted that independents leaned styooge
way or the other.

Furthermore, California has long been seen asié Bhle state, but registration trends are begign
tell a different story. As more conservative whitgers from the Bay Area migrate inland to the Cant
Valley, the Republican strongholds are expandingach. Furthermore, the impact of the increadatmo
population has yet to be quantified with voter ségition numbers, but is likely to have an impactioe
partisan breakdown of the Central Valley as well.

For more information visitvww.ppic.org. To view video of the event, visitww.calinst.org/video.htm
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WATER: RAND EXPERTS EXPLAIN INNOVATIVE APPROACHES FORREDUCING

CLIMATE -CHANGE VULNERABILITIES IN WATER MANAGEMENT DECISIONMAKING

At a briefing sponsored by the California Institated RAND on Thursday, January 31, 2008, experts
from RAND presented findings from two new studieattseeks to improve the way water policy archstect
make major decisions -- an especially important gadimate change continues to make water suipigt
reliability more uncertain. The briefing was elett “Meeting the Challenges of Water Resource Riann
New Decision Support Methods for Water Managersrfggan Uncertain Future Climate.”

The presentation described how a new approachnatel change decision support is being applied to
actions by the Southern California's Inland Empltdities Agency (IEUA). Despite significant uncaimty
about its future climate and other challengessthdies helped IEUA identify robust and cost-effext
responses. While other regions may have differertagement concerns and options available than IEUA,
the new planning methods that RAND outlined camayglied to address a wide range of challengesdacin
today's water management agencies. The approhakieghe potential for simplifying and elevating
decision making in other areas as well.

The presenters, RAND Senior Scientist Robert Letrgoedt RAND Associate Policy Researcher David
Groves, acknowledged that water management agefiaces difficult challenge of planning under
uncertainty. Traditionally agencies have draftegrtivater management plans assuming that the future
climate will be similar to past climate. Unfortuely, given widely-documented recent shifts in eten
stability worldwide, this planning assumption seentseasingly unlikely to hold in the future.

As part of a multiyear project on improving decrsimaking under uncertainty, RAND researchers have
been helping water management agencies in Calgadentify their vulnerabilities to future climatbange
and their best options for reducing those vulnditeds. They have prepared two reports. One igled
“Presenting Uncertainty About Climate Change to WRisource Managers: A Summary of Workshops
with the Inland Empire Utilities Agen¢yThe other RAND study that was just released serded as a focal
point for the Thursday briefing was title@feparing for an Uncertain Future Climate in thddnd Empire:
Identifying Robust Water Management Stratedji€aill reports shorter “research briefs” are éafale on the
RAND website, ahttp://www.rand.org/pubs/research_briefs/RB9315/

Following an overview and introduction by Dr. Delttaopman, Vice President and Director of RAND
Infrastructure, Safety and Environment, Drs. Lerhpad Groves described the significant methodohdgic
shifts associated with the robust decision mak&othiques outlined. The result has been an opporto
better and earlier address potential climate-relasks.

The briefing in its entirety was video recordedi@v available (in windows media or .wma format) on
the California Institute’s video pagettp://www.calinst.org/video.htm

EDUCATION : ASPENINSTITUTE HOSTSBRIEFING ON NO CHILD LEFT BEHIND

On Thursday, January 31, 2008, the Aspen Institagted a briefing on the progress and effectiveagss
No Child Left Behind. The hearing was initiatedthg Commission on No Child Left Behind of the Aspen
Institute. The briefing, entitled “Improving No QthiLeft Behind: The Cost of Waiting,” included arye of
consultants from the House and Senate Educatiomt@itees, as well as a representative from the U.S.
Department of Education.

The Co-Commission chairs both spoke to the vafu¢ooChild Left behind for setting standards and
giving guidelines for improving education. They edgt's re-authorization. Governor Roy E. Barrsst
governor of Georgia and Co-Chair of the commissimged Congress to implement re-authorization this
year, maintain accountability standards, and engbtfae idea of “growth models” to assess progress.

Alice Johnson-Cain, consultant to the House Conemitin Labor, said that her boss, Chairman George
Miller (Martinez), prioritized the re-authorization 2007, and would continue to do so in 2008. &teed
that his major concerns include keeping childrenfttus, addressing the drop-out crisis and gramuat
rates, building and elevating teaching professmraaid addressing the learning gap with Englishescond
Language students.
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She went on to say that Chairman Miller sees thi%ae of the most important things to get riglite
has a particular interest in creating standardsttaascend state lines. She said that there afeijent states
that have lower standards and states that aregiitiggo meet higher standards. Strong standari€msure
that students are “prepared for college or a raader upon graduation.” The essential questiolCfairman
Miller is “How do we help our kids get ahead of theve and prepare them for jobs they can’t
imagine?...[We] don’t want ‘No Child Left Behinddut rather ‘every child ahead’.”

All parties agreed that changes are necessargimtidels used for assessing student achievement and
teacher effectiveness in the re-authorization latii. The “growth model”, for example, would maes
improvements in student performance over 3 yedherahan a yearly assessment under adequate yearly
progress. Also among the important topics discuss®é the greater utilization of data as a resqurce
concerns with seemingly low standards for what ttriss a highly qualified teacher, and how to upda
accountability measures.

For more information, visilvww.aspeninstitute.org

STATE ISSUES GOVERNOR’SHEALTH CARE BILL DIES IN STATE SENATE COMMITTEE

On Tuesday, January 29, 2008, by a vote of 1-eSenate Health Committee killed Governor
Schwarzenegger’s health care reform bill, AB1X. Bilewas co-authored by Speaker Fabian Nufiez (Los
Angeles) and Senate President Pro Tempore DonaR@akland). Governor Schwarzenegger and the
Speaker spent much of 2007 putting the proposekthey. The bill would have required people to hold
private insurance and subsidized the premiumshmse who could not afford them.

Pro Tem Perata, in a letter to Schwarzenegger a2 pointed to an array of concerns with the
measure, but particularly the cost in light of & $lbudget deficit in the state. He stated: “Thils-bwhich is
before the Senate, and the initiative, which is-natould create the third-largest program in state
government, surpassed only by K-12 education andid@al. Under any circumstances, but especially in
light of the state’s $14.5 billion budget shortfalle have the fiduciary responsibility to approvieealth care
coverage plan that is both self financing and figund and a moral responsibility to protecinfrbarm
those who already have health care coverage.”

“We are not going to give up,” Speaker Nufiez saidm) an afternoon news conference with the
Governor. “We are going to take this roadmap antleagoing to continue to move forward until suchnae
when every one of those 800,000 children who dioave health care have access to it. And | gotltgads,
we’re going to be looking at other plans.” Onela# bther plans Nufiez is expected to examine I3ghesi
payer plan.

BIOTECH: BIOMEDICAL INDUSTRY REPORT ASSESSEdMPACT ON STATE’S ECONOMY

The California Healthcare Institute and PricewatedeCoopers on January 24, 2008 released their 2008
Report on California’s Biomedical industry. Sometoé highlights of the report are:

- The industry employs 267,700 people in high-waljeerse careers in California. Industry employment
grew an estimated 5.4 percent between 2001 and 286%us the 3.1 percent in the state’s overall
employment during the same period

- The average industry salary of $71,300 outpagesil4 percent the average annual wage of $44,180
for all other occupations in California

- California life sciences companies reported reresnof $72.83 billion and continue to attract iba's
share of life sciences venture capital investmere U.S.

- California continues to produce significant numsbef new therapies and technologies for diseases
ranging from cancer and cardiovascular diseaseftemmmatory disorders and infectious diseases58f 9
product candidates, 471 are in clinical trials.

For a copy of the report, go tottp://www.chi.orgor http://www.pwc.com/pharma
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DEMOGRAPHICS : PEW HISPANIC CENTER RELEASES STATISTICAL REPORTS

On January 23, 2008, the Pew Hispanic Center mdeta#o fact sheetStatistical Portrait of Hispanics
in the United States, 20@hd Statistical Portrait of the Foreign-Born Populatiam the United States, 2006.
These fact sheets are based on the Center's tabalaf the Census Bureau's 2006 American Community
Survey. The ACS is the largest household survelgeriJnited States, with a sample of about 3 million
addresses. The statistical portraits consist daBs each on the social, economic and housing
characteristics of the Hispanic and foreign-borpuydations. They also present estimates by statefanthe
foreign born, by region of birth.

Tabulations in the fact sheets of specific intetestalifornia include:

- the state’s Hispanic population grew from 10,448, in 2000 to 13,087,981 in 2006 — a 19.8 percent
increase;

- California in 2006 was home to 29.5 percent efnlation’s Hispanics, down from 31 percent in 2000;

- the state’s foreign-born population has riser? Jiercent since 2000 with almost 9.9 million foreig
born state residents, representing 27.1 percehedstate’s population.

For more information, go tdttp://pewhispanic.org/

FEDERAL BUDGET TO BE RELEASED M ONDAY

Next Monday, February 4, 2008, President Bushnei#ase his proposed federal budget for fiscal year
2009. As usual, the California Institute will exam it with an eye toward California perspectivasd we
will forward and post information at various stagés information becomes available throughoutdhg on
Monday, it will be posted on the Institute’s websilittp://www.calinst.org

EDUCATION : CSBABRIEFING ON FRIDAY , FEBRUARY 1 TO DISCUSSK-12 L EARNING

At 2:00 pm on Friday, February 1, 2008, the Catifarinstitute for Federal Policy Research will hald
briefing regarding elementary and secondary edutcassues featuring representatives of the Caidorn
School Boards Association. The briefing will bechzl Room 2203 of the Rayburn House Office Building

The speakers will present information regardingaety of topics related to both state and federal
participation in K-12 education. CSBA is a collafio/e group of nearly all of the state’s more tia®00
school districts and county offices of education.

For further information, or to contact the presenta advance, feel free to visit the CSBA webatte
http://www.csba.orgr contact Rick Pratt at 916-325-4020. To rehehQalifornia Institute, visit it on the
web athttp://www.calinst.orgr call 202-974-6384.

No reply is necessary to attend the briefing.



