THE CALIFORNIA INSTITUTE FOR FEDERAL POLICY RESEARCH

1608 Rhode Island Avenue, NW, Suite 213, Washington, D.C. 20036
202974-6384 fax:202-223-2330 e-mail: ransdell@calinst.org web: http://www.calinst.org

California Capitol STl Pulletin

Volume 15, Bulletin 25 — September 19, 2008

To expand communications between Washington and California, the California Institute provides periodic news bulletins
regarding current activity on Capitol Hill that directly impacts the state. Bulletins are published weekly during sessions of
Congress, and occasionally during other periods.

CONTENTS:
HIGHER EDUCATION : CONGRESSEXTENDS

Higher Education: Congress Extends Student Loan

STUDENT LOAN PURCHASlNG AUTHORlTY FOR AN Purchasing Authority for an Additional Year . ... 1

A DDITIONAL Y EAR Taxation: Senate To Consider Tax Package Next Week
By a vote of 368-4 on Monday, September 15, ZOﬁB, t| 2

House approved H.R .6889, and the Senate apprbedult lmmjgration: House Homeland Security Assesses

on Wednesday by voice vote. The brief bill authesithe
federal government to continue a program ensuritigge
students who have privately-backed student loansrage to o - o

. .. . .. Immigration: Judiciary Reports Veterans Visa Bill;
enjoy the existing benefits and loan provisionsardbess of Postpones Work on Visa Recapture Bill . . . .. . .. 4
shifts in the market.

Immigration: CA Court Rules Against In-State Tuition
Plan For Undocumented Students ............ 4

Energy: Senate Energy and Natural Resources Holds

The bill extends from July 2009 until July 2010 the Hearing on the Transmission Grid ........... 4
Secretary of Education’s lending authority, whitlows it t0 | |, migration: RAND Releases Study on Deported
purchase buy loans from private lenders who aremahe Immigrants and Rearrests ................... 5
the federal guaranteed loan programs. That aUYhNElB Technology: House Science and Technology Committee

Looks to Improve Major Federal Information

created by Congress in May 2008 in response toiggpw Technology R&D Program «revv oo P

concern that private lenders might be unable tat tinegr
Economy: CCSCE Releases Report on California

note Ob“gatlons Economic Growth ......................... 6
That prior leQISIatlon was the Ensurlng Contlnumt%S Climate: BCSE Briefing Discusses Policy Shifts in
to Student Loans Act of 2008, H.R. 5715. Provisimisvant California Seeking To Address Global Climate
to the new action include language: clarifying theisting Change ...ovveeiinse !
law g|ves the U.S. Education Secretary the auly]wn CRB Provides Primer oanealth Information
Technology-Electronic Health Records ......... 8

advance federal funds to certain lenders and gtyaran
agencies acting as lenders of last resort in teatetat they | Bricfine: Wednesday 9/24 Breakfastre California
do not have sufficient capital to originate newnsaensuring
that loans made through the lender-of-last-resegniam are
made with similar terms and conditions as are loaade
through the federally guaranteed student loan pragand ensuring that guaranty agencies and lenders
operating as lenders of last resort are subjetttedame rules regarding inducements as are leimders
the federally guaranteed student loan programs

Rep. George Miller (Vallejo), Chairman of the Holsstucation & Labor Committee, said, “Our
rough economy is already dealing a huge blow to #eaa families and we can’t allow trouble in the
credit markets to further price students out obkkege degree.” Miller added, “With market turboude
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showing no signs of letting up, it's only prudenthake sure that students
have every assurance that the federal student thagpsieed will be there
next year.”

Rep. Howard P. "Buck” McKeon (Santa Clarita), Borication and
Labor Committee's senior Republican, said “Congiessntinuing to
monitor the credit markets closely, and remainsmodtted to do what is
necessary to ensure students and families havesatxéhe funds they need
to pay for college. This measure offers a degrezedhinty for the coming
school year, and will help stabilize the studeanlonarketplace as we
continue to explore what other steps are neededduore long-term
financial aid access.”

TAXATION : SENATE TO CONSIDER TAX PACKAGE NEXT

WEEK

The Senate the week of September 22, 2008 is eegpewconsider a
tax package that will extend numerous expiringkieeaks, as well as
include a short-term fix of the alternative minimtax (AMT). The
package, authored by Sen. Max Baucus (MT) and E€h&tassley (I1A),
will be offered as a substitute to a House-pasge(HoR. 6049).

Among its numerous provisions, the Senate amendaiemincludes a
one-year fix for the AMT through tax year 2008algo increases the
exemption amounts from $44,350 (individuals) ané,360 (married filing
jointly) to $46,200 and $69,950, respectively,2008. The proposal also
allows personal credits against the AMT, as wakidex in the patch that
expired on December 31, 2007. The estimated cdbkiproposal is
$61.817 billion over ten years.

The bill would also extend the research and deveéoy tax credit
equal to 20 percent of the amount by which a tagpayjualified research
expenses for a taxable year exceed its base arfoyuhat year. This
provision expired December 31, 2007. The proposaildvextend current
law two years to the end of 2009. In addition, pheposal would increase
the alternative simplified credit from 12% to 1466 the 2009 tax year, and
repeal the alternative incremental research cfedthe 2009 tax year. The
proposal is effective for amounts paid or incuraéer December 31, 2007.
The estimated cost of this proposal is $19.084obilbver ten years.

The bill also extends a provision allowing for #gensing of costs
associated with cleaning up contaminated browrdisites. The provision
expired on December 31, 2007. The proposal extpresent law to the end
of 2009. The proposal is effective for propertycgld in service after
December 31, 2007. The estimated cost of this malge $357 million
over ten years.

The package also includes special expensing ratesoime film and
television productions. Under current law, a prawan elect to take a
single-year deduction of up to $15 million in pratian costs incurred in
the U.S. If the production costs are over $15 oillithis deduction does
not apply. The maximum deduction is increased ®illion if the costs
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are significantly incurred in economically depraekaeeas. No other depreciation or amortization is
allowed for a production for which this deductiantaken. The provision expires December 31, 2008.
The proposal would extend the provision to the @2009. The proposal would also allow expensing

of the first $15 million ($20 million if the costge significantly incurred in economically deprekse
areas), regardless of the ultimate cost of the. fillve proposal is effective for taxable years beigig

after December 31, 2007. The estimated cost ofptitigosal is $81 million over ten years. In additio
under current law, many film and television showdarction companies are unable to take advantage of
the domestic production deduction. The Senate apoould allow more film and television show
production companies to use the domestic producksmtuction to encourage more production of films
and television productions. This estimated coshefproposal is $397 million over ten years.

The amendment also reauthorizes the Secure Rurab&cand Community Self-Determination Act
of 2000 through 2011 and provides for full fundfogthe Payment in Lieu of Taxes program for 2009.
The estimated cost of these provisions is $3.®hilbver ten years.

In addition, the package includes the followingemsions: the above-the-line tax deduction for
qualified higher education expenses; the abovditieededuction for up to $250 for educational
expenses of teachers; and a real property taxlasitmuto the standard deduction for taxpayers dbo
not itemize.

Because only some portions of the bill include rnexeoffsets, a point of order is expected to be
raised, requiring 60 votes to continue considenatibthe bill.

For further information on the Senate packagepgo t
http://finance.senate.gov/sitepages/legislation.htm

| MMIGRATION : HOUSEHOMELAND SECURITY ASSESSESV IRTUAL FENCE”

PROBLEMS

On September 18, 2008, the House Homeland Se€oitymittee held a hearing entitled
“Mismanagement, Missteps, and Missed Benchmarks; tMh Virtual Fence Has Not Become a
Reality.” The hearing was a continuation of onedle Sepember 10. Witnesses included: W. Ralph
Basham, Commissioner, U.S. Customs and Border ®iate(CBP); Jayson Ahern, Deputy
Commissioner, CBP; Richard Stana, Director, Hone&acurity and Justice, Government
Accountability Office; and Randolph C. Hite, DirectIT Architecture & Systems Issues, Government
Accountability Office.

The Security Border Initiative (SBI) net was esistiéd to develop a comprehensive border
protection program (SBINet) using a mix of sunagiite and communications technologies, such as
radars, cameras, sensors, and the like. DHS Igiplnned to deploy SBINet across the Southwest
Border by 2008. However, implementation has noppsld into 2011. In addition, DHS is in the
process of constructing 670 miles of fencing altregSourthwest Border.

Director Stana testified that uncertainties in 884Net program contributing to delays include “not
fully defined program expectations,” changes intthreline, and confusion over whether environmental
permits are needed. Further delays, he said, nmalgehthe Border Patrol’s efforts to secure the éord
In addition, he said, costs to erect the bordecifgnare increasing, so it will be “challenging” to
complete the fencing by December 31, 2008. As ajusti341 miles of fence had been constructed at
$7.5 million per mile for pedestrian fencing and&thillion per mile for vehicle fencing, up from
estimates of $4 million and $2 million, respectyel

Commissioner Basham testified that CBP is workmmglteviate GAO and Congressional concerns.
CBP is developing “a detailed SBInet program rexiiamitigate these risks”and he outlined the detai
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of that re-planning for the Committee. He reitedatgat “CBP remains committed to constructing the
670 miles of fence required by the Border Patral i@nwvorking aggressively to meet this goal.”
For the testimony of all the witnesses, gohtitp://homeland.house.gov

IMMIGRATION : CA COURT RULES AGAINST IN-STATE TUITION PLAN FOR

UNDOCUMENTED STUDENTS

On September 15, 2008, the Californfadstrict Court of Appeal held unanimously thatG02
California state law allowing some undocumentedeaiiis to pay in-state tuition rates at California
colleges and universities conflicts with federamigration policy.

The suit was brought by out-of-state students ehglhg the state’s law allowing illegal immigrants
who have attended a California high school foeast three years and graduated from one to pay far
less tuition than they pay. The out-of-state sttglened the University of California, Californisagt
University, and the California Community Colleges.

The Court held that AB540 conflicts with federallavhich states that an undocumented immigrant
cannot receive a state benefit unless the samditoisrextended to all U.S. citizens without regémd
California residency. The case had been previdlistyissed in 2006 by the State Superior Court in
Yolo County. It will now go back to that court foral.

| MMIGRATION : JUDICIARY REPORTSVETERANS VISA BILL ; POSTPONESWORK ON

VISA RECAPTURE BILL

On September 17, 2008, the House Judiciary Conerfdéteorably reported H.R. 6020. The bill will
make it easier for immigrant veterans to gain eitghip, if they have served at least a year irmthed
forces and been honorably discharged. Some fangipibers of the veterans will also be able to adjust
status to permanent legal resident more easilynthéebill. H.R. 6020, sponsored by Rep. Zoe Laifgre
(San Jose), Chair of the immigration subcommitiggssed by a vote of 16-12.

A provision in the bill that would prevent depogihonorably discharged veterans and their family
members had slowed down consideration of the®dl.eral amendments were offered to the provision.
One, authored by Rep. Dan Lungren (Folsom), waptado It would prevent immigrants from gaining
citizenship if they have intentionally committedt&ofraud.

The Committee put off consideration of two othemigration bills. HR 5882, also introduced by
Rep. Lofgren is aimed at eliminating the backlogyafen card applications by recapturing unusedvisa
going back to 1992. Several hundred thousand gxéen cards would become available under this bill,
in addition to the currently available 140,000 aalhyu The other bill, HR 5924, would allow for an
additional 20,000 three-year visas for nurses tp tedieve the national nursing shortage.

ENERGY: SENATE ENERGY AND NATURAL RESOURCESHOLDS HEARING ON THE

TRANSMISSION GRID

On July 31, 2008, the Senate Energy and NaturadiRess Committee held an oversight hearing on
the state of the nation's electricity transmisgiad, as well as the implementation of the transrois
provisions of the Energy Policy Act of 2005, inalugl reliability, siting and infrastructure investnie

Joseph Kelliher, Chairman of the Federal EnergyuRegry Commission (FERC); and Kevin
Kolevar, Assistant Secretary of Energy for Eledlyi®elivery and Energy Reliability for the U.S.
Department of Energy (DOE), delivered primary wises testimony.

Kelliher said FERC “has three overarching transiarspolicy goals: protecting the reliability of the
bulk power system; assuring open and nondiscrimigatccess to the transmission grid, the interstate
highway system for wholesale power sales; and eagouwg development of a robust transmission
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grid.” In 2007, The DOE issued an order designativg national interest electric transmission
corridors...The Southwest Area National Corridaludes portions of southern California and western
Arizona.

One of the first projects designated by the Act imégated by Southern California Edison (SCE) in
the Southwest Corridor, reported Kelliher. He disad the project and the approval process. He
commented: “Commission staff currently is workingits first transmission siting project. Southern
California Edison Company (SCE) has proposed tstroat its Devers-Palo Verde No. 2
Project/(DPV2) from Arizona to California withingéSouthwest Area National Corridor. In January
2007, the California Public Utilities Commissionpapved SCE’s request to construct the California
portion of DPV2. In May 2008, SCE asked the Commisso commence pre-filing for the Arizona
portion of DPV2, and the Commission granted theiest”

Another of SCE’s projects was described by Kelliagra “backbone project,” widely recognized as
providing significant benefits: SCE’s “Tehachapojerct” would provide transmission for up to 4,500
megawatts of primarily wind generation into the 1&ogyeles area.

Kelliher said that there is a significant initiaviestment to expand transmission infrastructure tha
“often equals the transmission owner’s existingestment in transmission facilities.” However, h&lsa
“investments in new transmission facilities camgigantly reduce the much-larger generation
component of the total cost, by allowing buyersgach cheaper but more distant supplies. As atresul
transmission expansions can reduce overall costsrsumers.”

Kolevar spoke about the need to continue exparafigeneration and transmission facilities. He
noted that our energy production has kept pace twéldemand brought on by population growth, but
energy transmission has not kept up. He commeheda nation, our population has grown nearly 25
percent in the last 2 decades. During this tim@peelectricity demand has grown over 53 percient.
order to keep up with this growth in demand, weehdeveloped new generation. Since 1996, total
electricity demand has grown by 18 percent, andntiestry has kept pace with this, illustrated [&7a
percent growth in total generating capacity. Howgtransmission infrastructure growth in the same
period did not keep pace. We have seen only aé@pt growth in total transmission line mileshatt
same period, and only 12 percent over the lasteades. While there has been an up-tick in the
development of new transmission infrastructureesi2@05, these have typically been small upgrades
needed for reliability, not components of the latggh-voltage, multi-state, and inter-regional
transmission network needed to deliver reliable @adn energy from remote locations to population
centers.”

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

IMMIGRATION : RAND RELEASES STUDY ON DEPORTED | MMIGRANTS AND

REARRESTS

A study released by RAND Corporation finds thatalégble immigrants who previously have been
expelled from the United States are more likelpeéaearrested on suspicion of committing a crinter af
they are released from jail than other deportahlmigrants without the prior history of expulsion.

The report studied deportable immigrants releassd the Los Angeles County Jalil. Its author,
Laura Hickman, an assistant professor at Portldatk &niversity and a researcher at RAND, found
that men who previously had been deported frontthumtry were about twice as likely to be rearrested
within a year than other deportable immigrantseviiusly deported immigrants also were rearrested
sooner and arrested more frequently than otherrtdge immigrants, the study found.

Hickman and co-author Marika Suttorp of RAND fouhét 73 percent of the previously deported
immigrants were rearrested within a year of jdiéase, compared to 32 percent of the other depertab
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immigrants. Previously deported immigrants alsoensrested more frequently, with 28 percent
rearrested three or more times within a year @éfast, compared to 7 percent among deportable
immigrants who had not previously been expelledhftbe United States.

For more information, go tdnttp://www.rand.org

TECHNOLOGY : HOUSE SCIENCE AND TECHNOLOGY COMMITTEE LOOKS TO

IMPROVE M AJOR FEDERAL INFORMATION TECHNOLOGY R&D PROGRAM

On July 31, 2008, the House Science and Techn@ogymittee held an oversight hearing to
review the federal, interagency research initiativeetworking and information technology, the
Networking and Information Technology Research Bedelopment (NITRD) Program. The NITRD
Program was established by the High-Performancepbting Act of 1991. The hearing, entitled
“Networking and IT R&D Program Oversight,” was pcesd over by Committee Chairman Bart Gordon
(D-Tenn).

Witnesses included Dr. Chris L. Greer, DirectoNéTRD at the National Coordination Office, Dr.
Daniel A. Reed, Director of Scalable and MulticQemputing at Microsoft, Dr. Craig Stewart,
Associate Dean of Research Technologies at Indisaeersity, and Mr. Don C. Winter, Vice President
of Engineering and Information Technology at PhemWorks, the Boeing Company.

The Committee held the hearing to receive the viefwgitnesses on the findings and
recommendations of the President’s Council of Aokgson Science and Technology (PCAST)
assessment of the NITRD program, as the firstistéeveloping legislation to amend the 1991 Act in
ways to make the program more effective. The w#Be also stressed the importance of fully funding
the America COMPETES Act.

The Science and Technology Committee was instruethenenacting the original legislation, which
authorized a multi-agency research program to acatel progress in the advancement of computing and
networking technologies and to support leading exbgeputational research in a range of science and
engineering fields. The statute established afssiechanisms and procedures to provide for the
interagency planning, coordination, and budgetiiihe research and development activities carried
out.

Dr. Greer argued that enabling NITRD legislatiod &8 vigorous implementation by the NITRD
agency has created a robust, responsive, ancerggiiamework for effective cooperation and
coordination in Federal networking and IT R&D plamghand execution. The NITRD Program has
matured and now encompasses a spectrum of NIT draallow it to take on the complex,
multidisciplinary, multisector challenges charaistiee of today’s networking and IT landscape. He
expressed that leadership in networking and infaondechnology is essential to U.S. economic
prosperity, security, and quality of life. The Felenvestments we make in research and development
in this area are the keys to a future of promisetw nation and its citizens, he said.

For more information, please visittp://www.science.house.gov/

EcoNoMY : CCSCERELEASES REPORT ON CALIFORNIA ECONOMIC GROWTH
The Center for Continuing Study of the CalifornieoBomy (CCSCE) recently released “California
Economic Growth — 2008 Edition.” This report prde@s and analysis of the California Economy to
2017.
The 2008 edition includes:
- An overview of job, population, household, incoara spending growth trends in the next ten
years for California and the state's five majomexoic regions with detailed projections.
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- An analysis of California's changing demograplaicd of the challenges facing residential

construction markets in the state.

- An analysis of current economic trends in theestattd nation and the outlook for 2008 and

20009.

- Adiscussion of the key challenges facing Califarin creating a competitive economy, a great

place to live and broadly shared prosperity.

The report finds that California’s job growth islpfaverage,” marking a significant slow down.
However, the projected growth in jobs, populatiooiseholds, and income is slightly above the
national growth rate. It also finds that the rdt@apulation growth by age will be skewed towards
younger residents: “California will add 1.7 millisasidents between the ages of 20 and 34 after a
decade when this age group showed virtually no tiréwor more information visivww.ccsce.com

CLIMATE : BCSEBRIEFING DISCUSSESPOLICY SHIFTS IN CALIFORNIA SEEKING TO

ADDRESSGLOBAL CLIMATE CHANGE

On July 29, 2008, the Business Council for Sustde&nergy, the World Resources Institute, and
the California Institute co-sponsored a briefinggbwbal climate change and the steps California is
taking to address this issue. The briefing, titledhe California Global Warming Solutions Act: Wha
Can Congress Learn from the California Experiena@$ moderated by Ms. Debbie Boger, Director of
U.S. Climate Policy at World Resources Institutke Briefing included a wide array of panelists
including Mary Nichols, Chair, California Air Resaes Board, Christopher Busch, Senior Economist
of the California Climate Program at the Union @inCerned Scientists, and Michael Murray, Director
of Corporate Environmental Policy at Sempra Energy.

The State of California has taken a number of irgrarpolicy steps to address the challenge of
climate change. In 2006, the California legislatpassed, and Governor Schwarzenegger signed, the
Global Warming Solutions Act of 2006, also knowr'/AB32.” The California Air Resources Board
(CARB) is charged with implementing the Act, whigguires a reduction of greenhouse gas emissions
to 1990 levels by 2020, and recently releasedrét &coping Plan for implementing a cap-and-trade
emission reduction program bolstered by multipleptementary policies.

This Plan calls for an ambitious but achievablaiotidn in California’s carbon footprint toward a
clean energy future. Reducing greenhouse gas emsst 1990 levels means cutting approximately 30
percent from business-as-usual emissions levejsqgteal for 2020, or about 10 percent from today’s
level. On a per-capita basis, that means reduainguonual emissions of 14 tons of carbon dioxide fo
every man, woman, and child in California down boat 10 tons per person by 2020. This challenge
also represents an opportunity to transform Calitds economy into one that runs on clean and
sustainable technologies, so that all Californi@msable to enjoy their rights to clean air, cleater,
and a healthy environment.

California will pursue its multi-sector cap-andeeasystem in a regional partnership with the
Western Climate Initiative, a group of seven Weasttates and four Canadian provinces. The business
and environmental communities of California haverbeery engaged as CARB has plotted it course.

Chair Nichols outlined California 's comprehensiypgproach to reducing greenhouse gas emissions
and also indicated various areas that Congresdinthirelpful to its federal deliberations. Mr. Bisc
described the economic implications of Californiafgproach. Finally, Mr. Murray, outlined the key
features of the California approach that he comsidest relevant to the federal discussions.

For more information, please visitvw.arb.ca.gov
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CRB PROVIDES PRIMER ON HEALTH INFORMATION TECHNOLOGY -ELECTRONIC

HEALTH RECORDS

On Thursday, September 19, 2008, the Californiee&eds Bureau (CRB ), a component of the
California State Library, published a report estitfHealth Information Technology-Electronic Health
Records: A Primer.” The report by Lucien Wulsin akahm Dougherty (CRB-08-013) surmises that
achieving universal health care coverage will reggignificant changes in the health care system.

The authors state that there is an expectationntitigispread adoption of Health Information
Technology-Electronic Medical Records will playiamportant role in transforming the delivery of
health care by improving the quality of care amtu@ng costs. However, they point out, physicians
lack an incentive to invest since the benefits aedargely to insurance companies and health care
plans.

Federal and state governments may have a sigrtifionin establishing standards and providing
financial resources for expansion of health infaroratechnology.

The CRB paper reviews and summarizes many of suessthat providers, payers and government
will have to address in incorporating health infatron technology into the health care delivery exyst

The CRB report is available on the welh#p://www.library.ca.gov/crb/08/08-013.pdf

BRIEFING : WEDNESDAY 9/24BREAKFAST RE CALIFORNIA TRAVEL AND TOURISM

On Wednesday September 24, 2008, the Californtauteswill host a breakfast briefing regarding
California Travel and Tourism: “Maintaining Natidiaominance and Economic Growth.” The
briefing will take place from 8:30 am - 9:30 amtbie 24th in Room 2203 of the Rayburn House Office
Building.

California is the largest travel destination in toeintry with travel and tourism serving as therfiou
largest employer in the state. Travelers to Califoin 2007 contributed $96.7 billion to the state’
economy, representing the fifth straight year difpee growth. This growth directly supports 92500
jobs and generates $5.8 billion in local and dt@teevenue. Tourism jobs cannot be exported oasrse
and travel and tourism remains essential to batCi@ilifornia and national economies.

Members of the California Travel & Tourism Commdssiare focused on legislative issues of
importance to the industry, to include the Traverfotion Act, visa reform, and transportation
reauthorization. The following presenters will light California’s priorities in growing and
maintaining this important sector of our state aational economy:

Caroline Beteta - President & CEO of the Califorfiravel & Tourism Commission, National
Chair of the Travel Industry Association, and Degpbécretary for Tourism with the state's Business,
Transportation and Housing Agency (re Travel Praomoct , S. 1661and H.R. 3232);

Linda Ulrich - Director of the Washington Office Glovernor Arnold Schwarzenegger
(providing a Washington perspective);

Andrew Firestone - Television Personality and Guitiinery Executive (with a small business
perspective on travel promotion);

Bob Roberts - Chief Executive Officer, Californiki $rdustry Association (regarding visa
reform).

To attend (acceptances only), contact the Califoimsttute 202-974-6384 esvp@calinst.org



