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PUBLIC POLICY COUNCIL News Briefing June 19, 2009       contact: Nan Nelson (920) 593-3418
LOCAL

Economic Development:

· De Pere held a public meeting on May 29 to discuss development of a new downtown master plan.  RDG Planning & Design has been hired to manage the planning process.  For more information see: www.rdgusa.com/crp/depere.  [Press-Gazette]
· The US Army Corps of Engineers agreed to prepare designs for four causeway options from Bay Beach Amusement Park to Renard Isle, leaving it to city or county officials to decide if a temporary or permanent route should be built.  The causeway will be used to truck sand to cover the island constructed of PCB-contaminated dredge materials taken from the Fox River channel between 1977 and the early 1990s.  The county owns the island and city officials have expressed interest in developing a park there as an extension of Bay Beach.  The Corps will pay for a temporary cause way, but not a permanent one. [Press-Gazete]
Economy:

· The city's unemployment rate was 12.3% in April compared with 13.1% in March and 5.9% in April 2008, according to state Department of Workforce Development figures released May 27. The unemployment rate in the Green Bay Metropolitan Statistical Area — Brown, Kewaunee and Oconto counties — declined to 8.4% in April from 9.2% a month ago; it was 4% in April 2008.  Unemployment in Wisconsin dropped slightly to 8.8% in April.  The state rate was down from 9.4% in March.  The national unemployment rate in April was 8.6 percent, down from 9% in March   [Press-Gazette]

· 57% of business owners surveyed by Nicolet Bank said the local economy has not yet hit bottom; with 44% of those saying things will get only slightly worse while 13% say they will get much worse by end of year.  39% believe the local economy has already hit bottom.

· Standard & Poor's Ratings Services on June 17 cut the credit ratings of 22 regional bank holding companies, including Associated Banc-Corp, Citizens Republic Bancorp Inc., U.S. Bancorp and Wells Fargo & Co.  Rodrigo Quintanilla, Standard & Poor's credit analyst, said in a news release that the banking industry is in transition and that justifies lower ratings.  "In the long term, we could foresee ourselves raising ratings if lower earnings and reduced risk are accompanied by stronger risk-adjusted capital and effective governance," he said. [Press-Gazette]
Education:

Green Bay Superintendent Gregory Maass sent out letters to parents and staff to say the district will proceed with a feasibility study for combining West and Southwest high schools with two grades at one campus and two at the other.

The study will look at clubs, activities and athletics, course and program offerings, schedules, disciplinary policies, grade level structure, transportation issues and financial ramifications.  The study should be finished near the start of the school year, after which a panel of staff, students and parents will develop a model for the board's consideration.  [Press-Gazette]
Elections:

First term Brown County Supervisor Rich Langan resigned from the board due to health concerns.  Board Chairman Guy Zima appointed former Board Chairman Pat Moynihan to fill Langan’s unexpired term. [Press-Gazette]
STATE

Consumers:

AB-29 Deactivation of Radio Frequency Identification Tags amendment offered May 5 to exempt tags that are an essential part of the consumer’s use of the product.  [WMC Briefing]
Economy:

Government-backed small-business lending in Wisconsin increased dramatically last month, even topping pre-recession levels.  Banks and other lenders issued $38 million in financing guaranteed by the U.S. Small Business Administration, the agency reported June 15. The total was 41% above the $27 million in SBA-backed loans in April, continuing an upward trend that began in March.  Last month's lending also exceeded the $32.6 million in loans issued in May 2008. It was the first time in 10 months that the most recent totals have shown an increase in year-over-year comparisons.  The May numbers also exceeded the $32.3 million in loans in May 2007 and the $35.2 million in May 2006. SBA-backed loans are just part of overall business lending but provide one indication of the overall economic picture.  SBA-guaranteed loans in Wisconsin fell as low as $13.9 million in February. [Journal Sentinel Online]
Elections:

AB-63 / SB-43 Issue Ads On June 17 the Assembly Elections Committee approved AB-63 (6-1)  which would require groups running so-called "issue ads" to disclose where they get their funding. According to WMC the bill could prevent corporate funding (but not union funding) of issue ads within 6 months of elections. [WMC Briefing, Journal Sentinel Online]
Energy:

SB-185 / AB-256 Wind Power Siting was introduced. [Legislative Notification Service]
Environment:

· AB-170 Prohibit Plastic Bags was introduced, prohibiting use of plastic bags by retailers.  This is likely to hit mainly retail groceries and fast foods. [WMC Briefing]
· AB-278 / SB-107 E-Waste Recycling, patterned on a similar Minnesota law, was passed by the Senate on June 9 and the companion bill had an Assembly hearing on June 3.  It would require all manufacturers (worldwide) to register with the WDNR if they sell flat-screen TVs, desktop or laptop computers or printers in Wisconsin, report the number of pounds sold in Wisconsin and the amount recycled, with a requirement that at least 80% must be recycled.  Retailers in Wisconsin are prohibited from selling products of any manufacturers not registered, and must provide information to customers on how to recycle.  The bill would ban all electronics from disposal in state landfills. [WMC Briefing]
· The Joint Finance Committee voted on May 29 to adopt the Governor’s proposal granting the Department of Natural Resources (DNR) rulemaking authority to create fees to administer the Great Lakes Water Compact.  Wisconsin, along with seven other Great Lakes states, ratified the Great Lakes Compact in the summer of 2008, and the U.S. Congress consented to the Compact in September 2008. President George W. Bush signed the resolution, which became effective in December 2008.  The Compact requires each state to regulate new and increased withdrawals of water that exceeds 100,000 gallons per day or more in a 30-day period. Entities that withdraw this amount of water are required to register with the state and provide information about the withdrawal.  The new budget provision adopted by the JFC creates a withdrawal fee of $125. The fee will be paid annually by any entity or person with a water supply system having the capacity, on average, to withdraw 100,000 gallons per day or more from any body of water within the state.  In addition, any entity that withdraws more than 50 million gallons per day within the Great Lakes basin is also subject to a fee, which will be established by the DNR through rulemaking.  There were unsuccessful attempts by various industry groups to place a cap on the amount that DNR is allowed to levy. [Journal Sentinel]
· A New York State Supreme Court justice on May 29 tossed out a shipping industry challenge of that state's tough new ballast treatment requirements intended to keep freighters from dumping unwanted organisms into the world's largest freshwater system. Wisconsin's draft rules, released in February, would force the shipping industry to install ballast treatment systems by 2012, the same year New York's would take effect. The Department of Natural Resources held a public hearing in March, and revisions are being made. Wisconsin DNR officials have said they would prefer that Congress pass a national law to protect all the lakes from the relatively few overseas ships that visit the region annually. But absent federal action, Wisconsin environmental regulators say they have no choice but to pursue their own rules, which are similar to what's been proposed in New York.  Minnesota is pursuing weaker rules that would not kick in until 2016.  The shipping industry has long feared that states acting unilaterally will create a patchwork of regulations that could be difficult to navigate.  [Journal Sentinel]

· The Midwestern Greenhouse Gas Reduction Accord Advisory Group this week released its final recommendations.  Read them here: http://www.midwesternaccord.org/Accord_Draft_Final.pdf.  Advisory Group members were appointed by the governors of the six states that signed the Accord and assigned with the task of creating a cap-and-trade program for the Midwest. The six states that signed the Accord include Wisconsin, Illinois, Iowa, Michigan, Minnesota, and Kansas.  According to the Advisory Group, the final recommendations have not been officially endorsed or approved by the individual governors. Instead, the Advisory Group is submitting the final recommendations to the Midwestern Governors asking for their support of the final recommendations. It is not apparent, however, whether each of the governors will agree to support the final recommendations. [Hamilton Consulting]
Health Care

· SB-72 / AB-108 Health Insurance Portability was reported out of committee on Health and Healthcare Reform in the Assembly on June 16.  [Legislative Notification Service]
Labor and Workplace:

· SB-20 / AB-31 Wisconsin Fair Employment Act Damages was signed into law by Gov. Doyle on June 8 as 2009 Wisconsin Act 20.  This legislation creates compensatory and punitive damages for discrimination claims under the Wisconsin Fair Employment Act (WFEA). Under this law, a worker claiming workplace discrimination in Wisconsin will now be able to recover compensatory and punitive damages up to the following: $50,000 if their employer employs 15 to 100 workers; $100,000 if the employer employs 101 to 200 employees; $200,000 if the employer employs 201 to 500 workers; and up to $300,000 in if the business employs 501or more workers. Under current Wisconsin law, in most WFEA claims, the worker can get reinstatement to their job and be awarded back pay if they prevail in a work related discrimination claims.  [WMC Capitol Watch]
· AB-30 Prohibit Employer Monitoring Employee Email Use had a hearing on April 7.  [Legislative Notification Service]
· AB-116 Mandated School Leave had a public hearing on May 19. This legislation creates an additional leave entitlement of up to 16 hours of school conference and activities leave in a 12-month period under Wisconsin’s FMLA for any employee of an employer, employing at least 50 individuals on a permanent basis in this state.  School conference and activities leave may be taken to attend school conferences or classroom activities relating to the employee’s child that cannot be scheduled during nonworking hours. In addition, school conference and activities leave may be taken to observe and monitor the day care, preschool, or pre-kindergarten services or programming received by an employee’s child, if that observation and monitoring cannot be scheduled during nonworking hours.  The Chamber supports conformity of the existing federal and Wisconsin FMLA’s and until broad conformity occurs between Wisconsin’s FMLA and the federal FMLA, we oppose any expansion of the state FMLA.  [WMC Capitol Watch]
· AB-231 FMLA Complaints expanding the time periods for filing complaints and creating an additional level of review under Wisconsin’s Family and Medical Leave Act was recently introduced with bipartisan support. Under current law workers must file FMLA complaints within 30 days of when the worker knew or should have known that they were improperly denied leave. Under the bill workers would have two years to file a Wisconsin FMLA complaint, similar to the timeframe under the Federal FMLA. In addition, Wisconsin FMLA complaints would be subject to review by the Labor and Industry Review Commission (LIRC). Under the current expedited review process, FMLA complaints bypass LIRC review and go directly to county circuit courts.  [WMC Capitol Watch]
· AB-255 Unemployment Compensation was approved May 18 containing provisions that will access additional funding to supplement Wisconsin’s Unemployment Insurance Trust Fund. Earlier this year Wisconsin’s UI Trust Fund automatically received a $44.6 million supplement under the American Recovery and Reinvestment Act (ARRA) based on Wisconsin’s current formula for determining UI benefit eligibility.  The new law modifies two existing Wisconsin UI provisions: permitting a spouse accompanying another spouse to a new job at a distant location to qualify for UI benefits, and extending benefit eligibility for unemployed workers who have made satisfactory progress in already approved worker retraining programs, thus qualifying Wisconsin to receive an additional $89.3 million supplement to the UI Trust Fund. [WMC Capitol Watch]
State Budget & Spending:

AB-75 Biennial State Budget
· The Legislative Fiscal Bureau (LFB) announced revenue projections $1.6 billion lower than when the Governor introduced his budget bill in March. Income tax collections are projected to be 8.3% lower than a year ago, sales tax collections 3.3% lower and corporate income taxes 28% lower.  Read the LFB memo here: http://www.legis.state.wi.us/lfb/Misc/2009_05_11Miller&Pocan_revenue%20estimates.pdf  The LFB analysis shows that all funds spending in the 2009-11 biennium will increase by about $3.7 billion (6.3%) over the base year doubled, but general purpose revenue spending will decrease by about $905 million (3.2%).  The Bureau also released a memo that said the version of the budget approved by the Joint Finance Committee will mean a $2.3 billion structural deficit, the shortfall in the budget biennium that begins in 2011.  [WMC Capitol Watch, WisPolitics, Journal Sentinel Online]
· SB-232 Budget Repair Department of Administration Secretary Michael Morgan warned in a letter to legislative leaders on June 3 that the state would end the fiscal year with a deficit unless $261 million in federal stimulus money was used to make the June 15 aid payment to schools.  Ending with a deficit would hurt the sale of bonds and the state's bond rating, he said.  In response, Democratic leaders voted on a bill on June 11 to replace state general fund money with the federal money to pay schools. Making that change, along with some other technical changes, would result in the budget ending with a $70 million surplus.  [AP]
· Since January, Governor Doyle has proposed or signed into law nearly $3 billion in new taxes. [WMC Capitol Watch] 
· Following are highlights (items of interest to business) in the two-year state budget approved May 29 by the Legislature’s Joint Finance Committee.  Budget summary here: http://www.wispolitics.com/1006/090528motion575.pdf Legislative Fiscal Bureau report here: http://www.legis.state.wi.us/lfb/2009-11Budget/JFC/Motions/743.pdf  

· 7% general spending increase counting federal stimulus dollars (down 3.4% if not counted)

· No general sales or income tax increases; increase other taxes and fees a total of $2.1 billion with another $132.1 million in additional revenue expected through “enhanced collection measures”
· Increase income taxes on households making more than $300,000 a year through a new top income tax bracket of 7.75% (11th highest in the nation), worth $318 million

· Reduce the capital gains tax exclusion from 60% to 40%, worth $180 million

· Continue the recently-passed combined reporting measure increasing corporate income tax receipts by $215 million
· Aid to local governments cut an average of 3.5% and levy limits increased from 2 to 3%, worth about $1.5 billion in increased property taxes; local cuts: Brown County 7.3%, City of Green Bay 2.8%, De Pere 9.1%, Allouez 13.2%, Ashwaubenon 15%, Howard 11.9%.
· Delay of $285 million in debt payments and transfer a further $140 million from the transportation fund.  (Under the last three state budgets, in order to “balance” the books, Wisconsin has diverted over $1.8 billion from seventeen different segregated funds, using these transferred dollars for purposes other than those for which the funds were created. The state’s Transportation Fund has been particularly hard hit, with nearly $1.3 billion having been raided to support other government spending.)
· State employee cuts of up to 1,100, 16-day state employee furloughs over the next two years and cancellation of a 2% pay increase; 5% spending reduction generally across-the-board, but not applied to “necessary services,” the UW System or maintenance of effort in order to continue to attract federal stimulus money
· Scheduled tax breaks for health insurance and childcare put off
· Repeal of joint and several liability and comparative negligence reforms that reduce the threshold to collect damages from those 51% negligent to those 20% negligent, after excluding any of those negligent who are not party to the suit. It could still result in the following:
· A one-percent at fault defendant can be forced to pay 100% of the damages. 

· A defendant less at fault can be sued by a plaintiff more at fault. 

· A business less at fault than those suing it could be jointly and severally liable.
· A new tax on oil company gross revenues, worth $271 million; fine executives who attempt to pass the tax along to consumers
· Further expand the hospital tax by 20% yielding an added $165 million in an effort to attract more federal matching dollars and enabling diversion of a total of $292 million in revenue to the general fund
· A new ambulatory surgical center assessment of $44 million for the biennium, at a rate to be determined by the state, of which $21 million would be diverted to support other government spending. The remaining dollars, when coupled with federal matching dollars for Medical Assistance, would result in $72 million being paid back out to ambulatory surgical centers in the form of Medical Assistance payments.

· Increase in cigarette taxes of 75-cents per pack
· Creates “Wisconsin Quality Home Care Authority” requires independent provider to be approved by the authority and gives collective bargaining rights to employees; DHS would negotiate collective bargaining agreements with the independent providers; only wages and fringe benefits would be subject to bargaining; work rules, hours of employment, and the rights of a consumer to hire and fire would not be subject to bargaining.
· A 75-cent fee per month on phone lines “each active voice and non-voice communications service connection” worth $102 million for the general fund
· Divert $20 million that was supposed to be returned to cell phone users in $5 checks to local governments 
· More than double fees on solid waste disposal from $5.90 per ton to $13 per ton, making Wisconsin the highest in the nation according to the National Solid Wastes Management Association
· Sales taxes could increase up to 1% in Milwaukee County and a half-cent in Dane County to pay for commuter rail systems. The car rental tax in Kenosha, Racine and Milwaukee counties could increase from $2 to $14 in those counties to help pay for the so-called KRM high-speed rail line connecting the three cities.

· End the QEO (qualified economic offer), 16-year-old state law that effectively places a cap on teacher pay increases on July 1, 2010.   The law prohibits teachers’ unions from going to arbitration as long as teachers are offered 3.8 % in salary and benefit increases.  Lower the school per-pupil annual spending cap for on year.
· Health insurance would be required to cover autism, dependents up to age 27 with some exceptions and contraceptives, at an estimated cost of $100 million in higher premiums
· Grant the WDNR rulemaking authority to create fees to administer the Great Lakes Water Compact
· Minimum car insurance requirements will increase. The minimum currently is $25,000 for injuries to each person in a car accident, with up to $50,000 in total coverage and $10,000 for property damage. The budget raises those minimum levels next year to $50,000, $100,000 and $15,000. They would increase again in both 2011 and 2012. After that, they would be adjusted every five years for inflation. In addition, the budget imposes a new mandate that coverage limits from family vehicles not involved in an accident be “stacked” on the coverage limit for the vehicle in an accident. The practical effect of this is to double, triple, quadruple (depending on the number of vehicles in the family) the coverage on each of the vehicles.
· Construction companies would have to pay the prevailing wage on any public works project costing $25,000 or more and on any public-private venture receiving over $1 million in public assistance; extended to more types of projects such as “public works” portions of a project even if those improvements were entirely funded by the private developer; requires that non-union contractors electronically submit a monthly certified payroll record to DWD while union contractors are exempt from the reporting requirement and instead simply have to file an electronic copy of their collective bargaining agreement; apply prevailing wage to those workers who produce plumbing, piping and mechanical (HVAC) systems used in projects subject to the prevailing wage ( unintended consequence of purchasers buying their materials from out-of-state businesses to reduce their costs)
· Gives $46,000 to the town of Wrightstown to pay for new recycling bins.  
[AP, WMC Briefings, Hamilton Consulting]
· The Democratic Caucus in the Assembly agreed on the following amendments to the JFC-passed bill and the entire bill was passed by the Assembly on June 11 (50-48) on a party-line vote, except for two Democrats voting no.  These are among the changes made by the Assembly to the budget passed by Joint Finance:
· Modify the oil profits tax into a tax of 2% on the wholesale price of motor fuel up to 4.48 cents per gallon and wholesalers would be allowed to pass the cost.
· Keep repeal of the QEO in budget.
· Removed changes in the joint and several liability, combined fault, and jury instructions provisions from the budget
· Keep enhanced prevailing wage provisions.
· Keep changes in the auto insurance provisions. 
· Alter how utility rates change when fuel prices swing, prevent a $150 million state renewable energy grant program from being eliminated; provide more state funding for the Citizens Utility Board (CUB).  

· “Targeted investments” (earmarks) for various Assembly districts – including: $6 million for Dane County Yahara watershed,  $5 million Bradley Center, $5 million each for the Janesville and Kenosha development zones, $2 million for Oneida Seven Generations Corp., $1.35 million for Manitowoc Rd. and Huron Rd. in Bellevue, a sign for the National Railroad Museum, recycling bins for Wrightstown, and many others.
· Fox Valley Dems Hintz, Nelson, Soletski and Zigmunt sponsored an amendment that would reduce the tipping fee increases for the paper mill industry ‘during this difficult time’ in the economy. 

· Create RTAs in the Fox Valley (Calumet, Outagamie, and Winnebago counties) and Chippewa Valley and Dane Co. to be funded by 0.5% sales tax; reduce a proposed 1% sales tax in Milwaukee County to subsidize the county bus system and other public programs to 0.65%; increase the fee on rental cars in southeastern Wisconsin from the current $2 and JFC’s $16 to $18 to pay for a commuter rail line.
· Accelerate implementation of tax break incentives for businesses that create new jobs. The original proposal contained a refundable income and franchise tax credit up to 10% of the wages paid to an eligible employee or the amount of costs of providing employee training activities beginning in 2012. The Assembly version implements the tax credit in 2010 and the first half of 2011.

· Delete requiring school districts to provide transportation for pregnant students. 

· Fully index the Homestead Tax Credit to inflation.
· Provide legislative oversight to Dept. of Health Services plan to find $550 million in unspecified savings in Medicaid program.
· Minimum coverage standards for autism ($50,000 intensive care for minimum 4 years). The JFC version provided coverage limits of $60,000 for intensive services and $30,000 for non-intensive services.
· Keep primary enforcement of seatbelts.
· Restore $5.4M in cuts to DOJ; the cuts were seen as political – and AG Van Hollen went on the road to protest them.
· Add 24 DNR service centers back to the budget. 

· Disallow tax exemptions for certain higher value non-profit retirement housing. 
[FoxPolitics.com, WMC Briefing, Hamilton Consulting
· The Senate passed its own version of the budget bill (17-16) on June 17. Senate Democrats chose to use the version passed by the Legislature’s Joint Finance Committee as the starting point for their budget substitute amendment totaling $62.5 billion, about $300 million more than the budget recommended by the Assembly.  Key changes of interest to business in the Senate version include:

· Removing the oil company gross receipts tax.
· Removing entirely the capital gains tax exemption, thus taxing capital gains as regular income, worth $485 million in increased tax receipts over the biennium.
· Enacting an immediate 75-cent monthly charge on telephone lines, to be repealed June 30, 2011, and replaced with a new fee to subsidize 911 emergency centers.
· Immediately repealing the qualified economic offer (QEO) which holds down teacher pay; allowing arbitrators to consider revenue limits when reviewing contract disputes involving school district employees and employers, but it excluding arbitrators from weighing accumulated fund balances in arbitration decisions.
· Empowering DWD to raise minimum wage through rule making, not legislative process.
· Removing the Chippewa and Fox Valley RTAs; removing the provision to allow Dane County to use its sales tax to fund roads; and focusing the Southeast RTA solely on commuter rail.
· The Senate version agreed with the Assembly version on a number of other issues: removing changes in the joint and several liability, combined fault, and jury instructions provisions from the budget; raising taxes and fees by more than $2 billion; furloughing state workers for eight days a year for the next two years; laying off about 1,400 of them; cutting aid to local governments and schools; and making 6% across-the-board cuts in state agencies.
Because the budget passed by the Senate differs from the Assembly version, a special conference committee of lawmakers will meet to work out a compromise.  Gov. Doyle said he wants those differences resolved as soon as possible, giving him a chance to make vetoes and get a budget in place by July 1. [Journal Sentinel Online, Wisconsin State Journal, AP, WisPolitics]
Taxation & Fees:

Wisconsin legislative Republicans on June 2 unveiled “Wisconsin Jobs Now” Task Force Report calling for tax cuts, streamlined regulations, liability limits and improved employee training and education opportunities.  The task force report provides a set of policy alternatives to the $3 billion in higher taxes, and increased liability, proposed by Governor Jim Doyle and largely approved by the Democrat-controlled Joint Finance Committee. Read it here: http://www.legis.state.wi.us/senate/src/wisconsinjobsnow/press/WJN_Final_Report.pdf 
Transportation:

The state must either raise more transit money or decrease the amount of money going to cities for buses if it wants to pay the annual cost of operating the proposed Kenosha-Racine-Milwaukee Commuter Link.  The state’s Legislative Fiscal Bureau reported that, had the KRM line been operating in 2008, it would have required $3.5 million in operating money from the $24.03 million the state distributed. The rail system would need about $10.9 million a year to run, and the remaining money would come from local taxes or the federal government.  Without additional state money for transit, the money needed to run the KRM would be subtracted from what other governments receive. In 2008, the biggest cuts would’ve been made to Waukesha, with a $382,018 cut, Green Bay, which would see a $360,623 loss and Appleton, which would’ve received $324,119 less.  [Daily Reporter]

FEDERAL

Economy:
· On May 21 the Treasury provided auto lender GMAC Financial Services with $7.5 billion in additional aid to keep loans flowing to potential buyers of GM and Chrysler vehicles. [AP]  General Motors filed for bankruptcy protection on June 1.  In a 24-page filing in the U.S. Bankruptcy Court in the Southern District of New York, 100 year old automaker listed $82.29 billion in assets and $172.81 billion in debts on a consolidated basis.  GM also announced this morning that it will idle or close 14 U.S. manufacturing plants, cutting GM's 47 U.S. facilities down to 33 by 2012, and GM's parts division announced that it will cease operations at three parts distribution centers.  Under the proposed restructuring, about 60% of the new GM would be owned by the United States, about 12% by the governments of Canada and Ontario, 17.5% by a union health trust, and 10% by the company's current bondholders. The United States will invest another $30 billion during and after the GM bankruptcy process, bringing the US commitment to $50 billion.  Following that infusion, "the U.S. Treasury does not believe or anticipate that any additional assistance to GM will be required," a senior administration official said, calling the restructuring a "permanent" solution.  The U.S. Chamber of Commerce said its biggest concern with the bankruptcy is the "potential for governments and unions to influence production, product, workforce, and management decisions in ways that could jeopardize the automakers' chances for survival, put politics and special interests above sound business strategy, and disrupt our nation's trading relationships across the world."  [Washington Post]

· U.S. Bankruptcy Judge Arthur Gonzalez on May 31 delivered a 47-page opinion approving the government-orchestrated sale of Chrysler LLC to a new company to be owned by Italian carmaker Fiat SpA, the UAW and the US and Canadian governments.  More than 300 objections were filed, including those by investors, lenders and dealers who tried to stop the sale. The US Supreme Court confirmed on June 9 that the bankruptcy could move forward as structured by Gonzalez, and on June 10 Chrysler and Fiat closed the deal creating a new company, Chrysler Group LLC.  The new company is not in bankruptcy and is free of billions in debt, 789 underperforming dealerships and burdensome labor costs that hobbled the old Chrysler.  Fiat CEO Sergio Marchionne, named CEO of the new company, immediately announced that Chrysler factories idled by the bankruptcy proceeding would soon be reopened.  The U.S. government has provided more than $8 billion in loans to Chrysler, which will largely be forgiven. The government will provide an additional $4.7 billion to the new Chrysler, to be repaid within 8 years along with interest and $288 million in fees.  [Washington Post, AP]
Education:

Forty-six states and the District of Columbia (including Wisconsin) announced on June 2 an effort to craft a single vision for what children should learn each year from kindergarten through high school graduation, an unprecedented step toward a uniform definition of success in American schools.  The push for common reading and math standards marks a turning point in a movement to judge U.S. children using one yardstick that reflects expectations set for students in countries around the world at a time of global competition. Today, each state decides what to teach in third-grade reading, fifth-grade math and every other class.  Led by the National Governors Association and the Council of Chief State School Officers, the states are aiming to define a framework of content and skills that meet an overarching goal. When students get their high school diplomas, the coalition says, they should be ready to tackle college or a job. The benchmarks would be "internationally competitive."   Once the organizers of the effort agree to a proposal, each state would decide individually whether to adopt it.  By July, groups of experts already at work are expected to unveil "readiness standards" for high school graduates in reading and math. Then, with each grade considered a steppingstone toward that goal, they will set out the skills students must master each year to stay on track.  But there must be an accurate way to gauge whether students measure up. That means revamping state tests.  So far, the states have committed only to working to develop the standards. [Washington Post]
Elections:

In a closely watched case Caperton v. A.T. Massey Coal Co., Inc., the U.S. Supreme Court held on June 8 that constitutional due process required a West Virginia Supreme Court of Appeals justice to recuse himself in a case involving a party that had contributed significant sums of money to his campaign.  The case will have implications throughout the nation, including Wisconsin. Because the decision leaves many questions unanswered, some judges may be asked to recuse themselves in cases pending before the court with parties that have contributed to their judicial campaigns.  [Hamilton Consulting]
Energy:

· The Senate Energy and Natural Resources Committee voted 13- 10 on June 9 in favor of an amendment to expand drilling, including off the coast of Florida, as part of its debate over pending energy legislation. The underlying legislation may get a committee vote soon.   Former President George W. Bush removed a presidential moratorium on offshore drilling last year, and Congress let a ban expire after oil prices reached a record $147.27 a barrel. The amendment, proposed today by Senator Byron Dorgan, alters a remaining ban on drilling from 2006 legislation that protected portions of the gulf. “That portion of the eastern gulf that is not open, with a buffer zone of 45 miles, should be available for drilling for oil and natural gas,” said Dorgan, a North Dakota Democrat. The drilling area includes the Destin Dome, an area off the coast of Pensacola, Florida, which may hold 2.6 trillion cubic feet of natural gas, according to the Energy Department. The committee rejected a proposal by Senator Mary Landrieu, a Louisiana Democrat, to share royalty revenues from offshore drilling with coastal states. It also rejected a bid by Alaska Senator Lisa Murkowski, a Republican, to open a portion of the Arctic National Wildlife Refuge to drilling. [Bloomberg.com]

· The House on June 9 passed a “cash for clunkers” bill that aims to boost new auto sales by allowing customers to trade their cars and trucks getting low fuel efficiency for vouchers worth up to $4,500 toward more fuel-efficient vehicles.  The vehicle scrappage bill has been under negotiation for month as lawmakers try to find a solution boosting car sales while providing environmental benefits. Owners trading vehicles getting 18 mpg or less for one getting at lest 22 mpg would get $3,500 vouchers; vouchers would grow to $4,500 if the mileage efficiency of the new car is 10 mpg higher than the old vehicle.  Owners of SUVs, trucks or minivans that get 18 mpg or less could receive the $3.500 voucher if their new truck or SUV is at least 2 mpg higher than their old vehicle; the voucher would increase to $4.500 if the mileage is at least 5 mpg higher.  Vouchers are also available for leased vehicles.  The bill directs dealers to ensure that the older vehicles are crushed or shredded.  [AP]

Environment:

· Clean Energy and Security Act:  The House Energy and Commerce Committee, splitting largely along party lines (33-25) approved the bill on May 21.   It still faces a tortuous path through several more House committees before it can be brought up for a vote later this year. In the Senate, leaders say they lack the votes to pass the bill as it is now written.  The measure approved by the House committee runs more than 930 pages. It establishes a cap-and-trade program to control climate-altering emissions; dictates an increase in the use of renewable energy sources; and sets new efficiency standards for buildings, lighting and industrial facilities. It calls for a 17% reduction in emissions of heat-trapping gases from 2005 levels by 2020 and 83% by 2050.  House Majority Leader Steny Hoyer (D-Md.) said the bill could be on the House floor this summer.  Disagreements had forced Democrats twice to delay a scheduled markup, but on May 12 Energy and Commerce Committee Chairman Henry Waxman (D-CA) who has prime jurisdiction over the climate bill, had reached agreement on three critical issues that held the bill up.  The initial emissions reduction target of 20% by 2020 was trimmed to 17%, still higher than the 14% reduction called for by President Obama and the 6% target supported by coal supporters like Rep. Rick Boucher (D-VA).  Waxman also pulled back from an ambitious plan to promote the development of renewable energy with a renewable electricity mandate.  Initially, utilities would have had to produce 25% of their power from renewable resources by 2025. The target is now 15% by 2020. Utilities would also have to meet a 5% energy efficiency standard, under the compromise.  A deal was also reached on the distribution of emissions allowances. Utilities would receive 35% of the total credits at no cost, less than the 40% lobbyists were pushing for, but President Obama’s plan would have required all allowances to be distributed through an auction.  [TheHill.com, NY Times]
· Republicans released a long-awaited energy plan on June 10 that's heavily focused on nuclear energy, offshore and Arctic drilling and of alternative fuels.  The Republican plan promises to bring 100 new nuclear reactors online by 2029, permit oil exploration in off-shore and Arctic areas, and speed up the development of alternative fuels, including controversial carbon capture and sequestration technology. The Democratic energy and climate bill approved by the Energy and Commerce Committee last month is being reviewed by six other House committees. House Speaker Nancy Pelosi has signaled that she'd like the full House to vote on the bill before the July 4th recess.  The Democratic proposal, sponsored by Energy and Commerce committee chairman Henry Waxman and Mass Democrat Ed Markey, would create a cap-and-trade market to regulate and force industry to pay for their greenhouse-gas emissions. [Politico.com]
· The Obama administration announced on May 18 that it will issue new national emission limits and mileage requirements for cars and trucks.  By 2016, four years faster than current federal law requires, an auto maker’s combined fleet of cars and trucks sold in the US will have to average 35 miles per gallon, up from 25.3 today.  This is the first time that limits on greenhouse gases were linked to mileage standards.  In practice this will mean that many more cars for sale in the US seven years from now will be gas-electric hybrids or subcompacts.  States like California agreed to accept the federal standard, and it was also supported by US auto makers and the United Auto Workers.  The EPA and the Transportation Department’s National Highway Traffic Safety Administration are expected to enter into formal rulemaking soon.  [Wall Street Journal] 
Finance:
· The Senate on May 19 passed (90-5) new credit card rules, which will take effect at various points in the year after President Obama signs the final legislation.  While an earlier bill in the House of Representatives suggested less strict rules, House members adopted the Senate version on May 20. There are new restrictions on when card companies can increase the interest rate on existing balances. Banks generally must wait until a consumer is 60 days late in making the minimum payment before applying a penalty interest rate to your existing debt.   Card companies will have to give 45 days’ notice before raising their interest rates. There’s also a notice requirement for any significant change to a card’s terms.  Banks must send out bills no later than 21 days before the due date.  If the card company gets payment by 5 PM on the due date, it’s on time, according to the new rules.  Also, no more late fees if the due date is a Sunday or holiday and your payment doesn’t arrive until a day later.   When consumers make a payment over the minimum balance, banks will have to apply it to the highest-interest debt first. Banks will need consumer permission before allowing spending more than the credit limit and paying a fee for that privilege. It will become harder for students to get a credit card; no one under 21 can have a card unless a parent, legal guardian or spouse is the primary cardholder. Students with their own income can submit proof and ask for an exception to the co-signer requirement. The bill also requires written permission from the parent, guardian or spousal co-signer for any increase in a card’s credit line.  Retailers and others that issue Visa, MasterCard, American Express or Discover gift cards or certificates will have to print explicit dormancy fee information on the card. Sellers of the cards will also have to inform the buyer of the fee.  The bill also bans expiration dates on gift cards and certificates any sooner than five years after the card’s original issue date. And the retailer or card issuer will have to print the terms of any expiration date in capital letters in at least 10-point type. [NY Times]
· Congress on May 19 sent the president legislation that encourages banks to spare homeowners from foreclosure, after the industry helped scuttle a tougher measure that would have forced lenders to reduce monthly payments of owners in bankruptcy.  The House voted 367-54 to pass the Helping Families Save Their Homes Act. The Senate had voted 91-5 in favor of the bill and approved the final version by unanimous consent.  The bill would expand an existing $300 billion program that encourages lenders to write down an individual's mortgage if the homeowner agrees to pay an insurance premium. The program, set to expire in 2011, would swap out a homeowner's high-interest rate for a 30-year fixed loan backed by the Federal Housing Administration.  Because of strict eligibility requirements, only 50-some homeowners are refinancing through the program compared with the 400,000 people that it was estimated to help.  The legislation would expand eligibility. For example, the program currently bans participants who intentionally defaulted on the mortgage or other substantial debt. The Senate bill would narrow that prohibition to defaults within the last five years.  Not included in the final bill is a “cramdown” measure by Sen. Dick Durbin (D-IL) that would have allowed bankruptcy judges to reduce a person's mortgage payment. President Barack Obama included the proposal as a key piece of his housing plan and promised to push it through Congress.  But facing stiff opposition from banks, Obama did little to pressure lawmakers who worried it would encourage bankruptcy filings and spike interest rates. The Senate defeated the measure, 45-51.  [Journal Sentinel Online]
· On May 22 the Federal Deposit Insurance Corporation (FDIC) adopted a new fee schedule shifting more of the burden to bigger banks to help replenish the deposit insurance fund.  The change cut by about two-thirds the amount of special fees to be levied on smaller banks and thrifts.  The new fees are intended to raise $5.6 billion to replenish the fund that insures depositors against bank failures.  [AP]

· On June 17 President Obama proposed consolidating the consumer protection functions of the Federal Reserve Board and other federal agencies into the Consumer Financial Protection Agency (CFPA), which will regulate consumer lending throughout the United States. While the new agency would take over regulation of credit cards, mortgages and other products currently regulated by the Fed and other agencies, it would not take over the investor protection functions of the Securities and Exchange Commission, whose mission and structure would remain intact.  The consumer agency would have authority to regulate the activities of bank and nonbank financial firms, and would enforce its rules through compliance orders, fines and penalties.  It would supplement, not replace, existing state laws, a scenario that worries many on Wall Street. Financial industry officials say such a system would complicate, not streamline, regulation and result in increased headaches, confusion and problems.  The new independent agency would be part of a sweeping overhaul of financial regulation that includes granting the Federal Reserve new powers to regulate companies deemed too big or interconnected to fail, such as American International Group Inc.  A new council of regulators headed by the Treasury Department would assist and advise the Fed in spotting potential financial problems as they emerge throughout the economy.  The plan would eliminate the Office of Thrift Supervision, whose lax regulation of Countrywide, Washington Mutual and other failed mortgage lenders is blamed in part for creating the financial crisis.   The thrift regulator would be combined with the Office of the Comptroller of the Currency into one regulator that would oversee all large and interconnected banks, eliminating opportunities for regulatory "arbitrage" that the free-wheeling mortgage lenders exploited in the past.  The SEC and the Commodity Futures Trading Commission would be charged with plugging the loopholes in regulation of credit default swaps and other derivative securities that played a big role in the financial crisis.  All of the proposals for new agencies would have to be approved by Congress, where leaders of the banking committees are already drafting their own versions of regulatory reform. Certain provisions of the plan, such as the requirement that large banks set aside more capital to cover increased risks from their sophisticated global trading operations, can be imposed administratively without action by Congress. [Washington Times]

· The US Small Business Administration is now accepting applications for a temporary new program called America’s Recovery Capital (ARC).  ARC loans are deferred-payment loans of up to $35,000 available to established, for-profit small businesses tht need short-term help to make their principal and interest payments on existing and qualifying business debt.  ARC loans are 100% guaranteed by the SBA and have no SBA fees associated with them.  The SBA pays interest n ARC loans to the originating lenders at the variable rate of prime plus 2%.  For more information visit: http://www.sba.gov/recovery/arcloanprogram/index.html [AP]
Health Care:

· On June 12 the House gave final approval to a bill previously passed by the Senate giving the Food and Drug Administration unprecedented authority to regulate and restrict tobacco production, marketing and sales.  President Obama quickly signaled his support.  [AP]
· A component of the federal “Troubled Asset Relief Program” (TARP) act requires health plans, including self-insured employer plans, which offer coverage for mental health or substance abuse disorders to have such coverage be on par with coverage for physical health. These new, federal requirements will take effect this October. Only group health or employer self-insured plans covering more than 50 employees are affected.  Milliman law firm recently released a white paper to help plans and employers who are starting to prepare to comply with these new requirements: http://www.milliman.com/expertise/healthcare/publications/rr/pdfs/preparing-parity-investing-mental-WP05-01-09.pdf  [WMC Capitol Watch]
· The Senate Health, Education, Labor and Pensions Committee on June 9 released a 615 page outline of the health care reform proposal it is considering that would require the vast majority of businesses to contribute to workers' health costs, would impose tight restrictions on the practices of insurance companies, and would require all workers to purchase health insurance. Like a developing House plan, it would include government-sponsored insurance for people who have trouble finding coverage on the private market, an idea adamantly opposed by Republicans.  The draft left out the details for now on the most contentious issues, such as the public insurance option and the employer mandate.  The committee is scheduled to mark up the bill on June 16. Chairman Max Baucus (D-MT) said that taxing employer-provided benefits is "perhaps the best way to raise money for an overhaul of the health-care system." Baucus said his proposal is likely to cap benefits at "a level higher than the actual benefit that members of Congress receive today." An employer-provided plan worth less than that level would remain tax-free, he said, while any benefit exceeding the cap would be taxed as ordinary income.   Such a tax, if adopted, would be phased in over "several years," Baucus said. And it would be likely to "grandfather" in health benefits set as part of a collective-bargaining agreement, he said, allowing union plans to remain tax-free until new contracts can be negotiated. At a closed-door meeting of the Finance Committee last month, the Joint Committee on Taxation also provided estimates for repealing the tax deduction for certain large medical expenses ($180 billion over 10 years), a new tax on flexible savings accounts and health reimbursement accounts (about $70 billion over 10 years), a new 3-cent tax on sugary drinks (about $50 billion over 10 years) and higher taxes on alcohol (about $60 billion over 10 years). A more dramatic proposal -- taxing half of all employer-provided health premiums -- would generate $1.2 trillion over 10 years, according to a memo provided to Finance Committee members.  R. Bruce Josten, a lobbyist for the U.S. Chamber of Commerce, said: “We are disappointed, clearly.” He participated in weekly meetings with Kennedy’s committee, and the bill that resulted suggests “the only person who has skin in the game is the employers,” Josten said.  He said employers plans to speak out more publicly, but “most in the business community hope and expect that we can continue to work inside the process with Sen. [Max] Baucus, Sen. [Chuck] Grassley and the Senate Finance Committee.”   The Congressional Budget Office (CBO) released a report on June 15 estimating the cost of a leading healthcare reform proposal at more than $1 trillion, but that figure looked only at a portion of the bill.  The analysis falls just within the most expensive cost scenario sketched out by Democratic leaders in recent days, but does not include an estimate for a highly contentious government-run insurance plan that would compete with private insurers.  The CBO report raises doubt as to whether Democrats will be able to keep the cost of healthcare reform under $1 trillion, as leaders have predicted.  The analysis estimated the net impact of a bill sponsored by Sen. Edward Kennedy (D-Mass.) at $1.04 trillion over the decade spanning 2010 to 2019.  But CBO officials warned the cost of the Democratic plan would likely increase if lawmakers expanded the eligibility of Medicaid or otherwise subsidized health insurance for people earning below 150% of the federal poverty level, or $22,000 for a family of four.  The CBO’s analysis sets the stage for an intense debate among members of the Senate Finance Committee, headed by Sen. Max Baucus (D-Mont.), who now must draft legislation to pay for Kennedy’s plan.  Baucus is scheduled to release a final bill draft on June 19.  [Washington Post, Politico.com, TheHill.com]
· The leading Republican health care reform alternative, The Patients' Choice Act, was introduced in the Senate on May 20 by Senators Tom Coburn (R-OK) and Richard Burr (R-NC), and in the House by Reps. Paul Ryan (R-WI) and Devin Nunes (R-CA).  The bill would shift the tax benefits for employer provided health insurance from corporations to all workers. As a result, every citizen not retired on Medicare would get a refundable tax credit of $2,300 per year for individual health insurance or $5,700 per year for family coverage. Workers with employer-provided coverage could keep it or use the credits to purchase their own preferred insurance instead.  Under the bill, each state would set up its own Health Insurance Exchange, where insurers could compete to offer coverage to everyone in the state. All insurance offered on the Exchange would have to provide coverage meeting the same standards as the insurance offered to federal employees and members of Congress under the Federal Employee Health Benefits System. This would ensure comprehensive coverage. But insurers could offer, and consumers could choose to buy, insurance coverage outside the Exchange.  The bill would also enable employers to devote a specified amount towards health coverage for each worker each month, with the worker to then use those funds to buy the health plan of his choice on the state Exchange, or outside the Exchange.   States could join with others to form regional Health Insurance Exchanges that would expand insurance options. Consumers in each state in a regional Exchange would be free to purchase health insurance from any other state in the Exchange.  Insurance offered on the state Exchanges would have to be open to everyone, regardless of age or health condition. A non-profit, independent board in each state would provide reinsurance risk adjustments among insurers, shifting funds from insurers with healthier patients to those with sicker patients. No insurance company, whether offering coverage through an Exchange or not, would be allowed to cancel coverage or charge discriminatory premiums for a covered consumer after he became sick or suffered deteriorated health.  Each state would also set up an uninsurable risk pool, ensuring that a coverage option is available even to the sickest consumers in their state. Those without coverage who suffer costly and serious illnesses could always obtain coverage from the pool. They would be charged what they can reasonably pay based on their incomes, with remaining costs covered by state payments into the pool. States could choose to use some of their federal Medicaid funds for such pools, which already operate in many states. The bill also provides new performance for pay incentives for Medicare services. Physicians, hospitals, pharmacists, nurses, and others could form Accountable Care Organizations (ACOs) and receive bonuses for documented improvements in quality and patient satisfaction while lowering health care costs.  The bill would establish a new program at the Centers for Disease Control involving a website that would produce a personalized prevention plan for each individual based on the entry of personal data. It would expand federal vaccine efforts and provide bonus grants to states that achieve 90% vaccination rates. It would also reduce Medicare premiums for seniors that adopt healthier prevention habits, give states more control over where to spend public health dollars, and expand public education regarding health promotion and disease prevention. It would establish an interagency committee to coordinate and consolidate overlapping federal prevention programs, work toward health promotion and disease prevention goals, and end ineffective or counterproductive spending, like use of food stamps for junk food.  The bill proposes a health care ATM card that would access fully digitized insurance and medical records from each doctor's office. The bill would also finance specific state programs to end lawsuit abuses and excessive malpractice costs. Each state's health commissioner could appoint an expert panel of three medical and three legal experts to recommend a quick, low cost resolution for each case. States could also establish specialized, expert health courts.  Another innovation is the creation of a Health Services Commission (HSC) modeled after the Securities and Exchange Commission. The HSC, however, would not be regulatory; it would establish principles, standards and metrics for the reporting and publication of price and quality information by doctors, hospitals and other health providers, similarly to the Financial Accounting Systems Board for accounting principles. This would enable consumers to compare price and quality among competing providers. [The American Spectator]
· S. 803 Healthy Workforce Act was introduced in May and referred to committee.  This bill would provide a 10-year tax credit to businesses that offer comprehensive wellness programs to their employees.  Employers that raise health awareness through education and risk assessments, implement programs to achieve healthy lifestyles, and encourage employee participation in wellness programs would be eligible for the tax credit. [US Chamber.com] 
Labor & Workplace:

· H.R. 2460  Healthy Families Act  introduced in May would require employers with more than 15 employees to provide paid sick leave to their staff. The provisions in this legislation are similar to the prior federal versions. It is likely that this issue will be included among other changes being proposed in regards to the Family Medical Leave Act (FMLA).  If passed, this legislation would allow employees to earn one hour of leave for every 30 hours worked, up to a maximum of 56 hours (7 days) in one year.  It allows employees to take time off in the smallest increment in which the employer tracks time. Meaning, if an employer tracks time in 15 minute increments, an employee could arrive fifteen minutes late or leave fifteen minutes early and utilize this time if he/she or a member of their family was ill. In addition, an employer can only request documentation from an employee if he/she is absent for 3 or more consecutive days – at which time, an employee has 30 days to comply. [Council of Smaller Enterprises]
· The Obama Administration plans to intensify efforts begun under the Bush Administration to crack down on companies that knowingly hire illegal immigrants, according to Janet Napolitano, the new head of the of Homeland Security Dept.   Speaking on May 19, Napolitano said that DHS, which encompasses the U.S. Immigration & Customs Enforcement service, or ICE, will focus more on targeting employers than workers as it tackles illegal immigration.  To do so, Napolitano said the DHS will bolster its ability to determine what employers actually know about their employees' status. For example, DHS will step up its audits of the Employee Eligibility Verification forms, commonly known as I9 forms, that employers must use to verify their employees' identification and confirm that they have the right to work in the U.S.  Wider use of the controversial E-Verify program also appears to be in the works. The federal program run by ICE is designed to allow employers to check that employees and new hires are providing accurate Social Security numbers and other documents. The program has been widely criticized by the business community and immigrants' rights groups, however, because it contains many errors. According to a 2006 DHS study, it had a nearly 11% error rate, although that had been reduced to 6% by mid-2008. President Obama's 2010 budget includes $112 million, a 12% increase from the previous year, to improve the accuracy of E-Verify and encourage more employers to use it.  [Business Week]
· H.R. 1409 / S. 560  EFCA  The US Chamber has just issued a briefing book that provides an analysis of the Employee Free Choice Act's three provisions: card check certification for union organizing, compulsory interest arbitration of first contracts, and increased penalties on employers.  Appendices include the bill text and a comparison between the National Labor Relations Act as it now reads and as EFCA would amend it, with analysis.  Download it at: http://www.uschambermagazine.com/publications/reports/0906efca.htm  

People:

President Obama announced Judge Sonia Sotomayor on May 26 as his choice for the Supreme Court.
Regulation:

· President Obama told federal agencies on May 20 to review a decade's worth of regulations to identify and fix any that improperly supplant state law. The move could reopen a variety of consumer products and business practices to lawsuits or to the scrutiny of state regulators and attorneys general.   Lauded by the plaintiffs' bar and downplayed by some business groups, Obama's decision reverses a highly charged Bush Administration practice and could help rewrite the legal landscape for everything from pharmaceuticals and beauty products to car safety equipment, mattress flammability, and food sweeteners.   At the core of the Presidential memorandum is the practice of stating in a regulation's preamble that it trumps state law. Under the Constitution, Congress can preempt state law in many areas, and federal regulatory agencies have long included preemption language in rules issued after carefully soliciting and responding to public comment. But plaintiffs' attorneys, consumer advocates, and some state officials began complaining after agencies started inserting similar language in the preambles to new regulations, in some cases bypassing the usual rule-making process. In many cases, the preemption clauses were warmly received by industry, which said the alternative would be an unwieldy and inefficient patchwork of state rules and laws that are costly or difficult to comply with.  But critics said the device was increasingly used to shield entire industries from lawsuits by consumers, or even to dodge tighter regulation by state attorneys general and regulatory agencies. [Business Week]
· While the White House's new so-called special master for compensation, prominent Washington lawyer Kenneth R. Feinberg, has been given unprecedented powers to set pay at seven of the most troubled firms receiving government assistance, the plan that was laid out June 10 largely maintains the status quo for compensation practices at all other publicly traded companies, including hundreds that are receiving taxpayer assistance. In addition, the administration got rid of a previously announced $500,000 salary cap at financial firms that in the future take the kind of exceptional assistance that firms such as Citigroup and Bank of America have received.  Still, the rules include some measures that activist shareholders have pursued for years. For example, all companies receiving taxpayer assistance will be prohibited from paying executives' state and federal taxes related to perks and golden parachutes. The unexpected ban on the controversial and widespread practice, known as tax gross-ups, was applauded even by pay watch groups who criticized the administration's broader approach to compensation.  The stimulus bill’s limit on bonuses to a third of overall pay for the most highly compensated employees is still in place for the roughly 350 financial institutions receiving funds from the Troubled Assets Relief Program.  commissions paid to employees for investment management services to clients did not fall under the definition of bonuses. [Washington Post]

Trade:

· President Barack Obama’s trade chief pressed World Trade Organization negotiators to find a “new path” leading to a global accord that would help tackle the world’s worst economic crisis since World War II.   “We should all be willing to consider changes to the process that could put the negotiations on a more direct path to success,” U.S. Trade Representative Ron Kirk told journalists in Geneva on May 13 after his first visit to the WTO.  The Doha Round of talks began in 2001 with a focus on lowering barriers to trade for poor nations. During former President George W. Bush’s term, discussions snagged over issues including the degree to which the U.S. and the European Union should cut agricultural subsidies and how much advanced developing countries such as India, China and South Africa should lower tariffs.  The WTO forecast in March that global trade will plummet 9 percent this year, the most in more than six decades, as the recession deepens.  Officials including WTO Director-General Pascal Lamy say wrapping up a trade deal would help combat the global recession. Without a change in approach, Kirk said, negotiators may not be able to complete the talks. [Asbury Park Press]
· Canada, Brazil, Chile and the European Union protested an unintended “black liquor” alternative fuels tax credit for US paper companies on May 21, warning that it could result in trade sanctions.  They contend it provides an incentive for US companies to overproduce pulp, depressing worldwide prices. Senate Finance Chairman Max Baucus said April 21 he would move to limit eligibility for paper companies to receive the credit.  Paper companies recently discovered that they qualify for federal tax credits intended to promote the development of alternative fuels because they use a byproduct of the papermaking process to power their mills.  The tax credit is due to expire at the end of this year, and Baucus wants to make sure it is not renewed, and maybe even rescinded, for them.  The credits, an unintended consequence of a 2007 law, could mean about $3 billion a year for the paper industry according to a preliminary estimate by the nonpartisan Joint Committee on Taxation.  [AP]

· The U.S. deficit in international trade in goods and services rose to $29.2 billion from a revised $28.5 billion in March, the Commerce Department reported on June 10th. The decline in U.S. exports accelerated in April, falling 2.3 percent to $121.1 billion from March's $123.9 billion, reflecting persistently weak foreign demand for U.S. goods and services. [NEW International Business]
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