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December Electronic Newsletter, Part One

Hello 79" District:

Merry Christmas and Happy New Year. As the Legislat prepares for a new session that begins on Jaryub4”,
we are bombarded with information, reports, and texpts. Out of all of the paperwork | receive, yoetmails and
letters still take precedence so please let me kiadwat you are thinking. In a few weeks | will malkevailable my
survey of issues as another way to gauge your apini have a lot of information for you to read ithis
communication. My philosophy for this newslettertis present you the facts or proposals and allow yo draw
your own opinion. For instance | present the latestad funding proposal, but | am NOT endorsing tigoposal
just letting you see what | see. In a few weeksill begin my weekly newspaper columns which are téemn about
current issues along with my opinion and analysis.

| look forward to hearing from all of you over theourse of the next several months.

Jeff

REC Meets, Increases Revenue Estimate for FY 08

On December 11, the Revenue Estimating ConferdREE) met to revise the general fund revenue estisriar FY
08 and FY 09. While the REC increased the FY @i8ase from 5.1 percent to 6.0 percent, the FY sihete of 2.6
percent is well short of what is needed to covélit-buspending.

There continues to be good news on the revenuesitie ledger. Through December 12, gross gefandl revenue
was 12.5 percent above actual FY 07. That is rif@e double the increased REC estimate of 6.0 perd&ersonal
income tax revenue continues to power the revemrease.

According to Fiscal Services, that increase inrhvenue estimate for FY 08 leaves an ending balah$239 million.
Under current law, that would be split betweendhsh reserves and the Senior Living Trust Fund 3L However,
since the reserves were full in FY 07, it only ®E47 million to keep the reserves full at 10 petée FY 08. The
remaining $122 million would be deposited in theTEL

However, in FY 07, the majority party used $132lionl from the ending balance to fund the FY 08 gryptax
credits. It could use the $122 million that shooéddeposited into the SLTF, but that would stdve a hole of $10
million that would have to be covered in FY 09.illwote no to re-route those funds away from tleaiSr Living
Trust Fund.

The news is even worse regarding the FY 09 balaheet. The 2.6 percent revenue growth estimatedghe budget
$350 million short of covering the spending alreadilt into the FY 09 budget.

Here is the breakdown of the major spending in@gasready approved for FY 09: (Note that thethoispending
does not include expected increases for Regentsnomity colleges, private colleges, Courts, prisetete patrol and
other areas of the bureaucracy.)

Homestead Property Tax Credit -- $119.9 million

State Employee Salary Bill / Collective Bargaining100.6 million
K-12 School Foundation Aid -- $89.2 million

Teacher Pay / ISEA Kickback Bill -- $75 million

Medicaid (expected growth w/o any policy change®)5 million



Agricultural Land Property Tax Credit -- $33.7 rioh

lowa Power Fund (built-in b/c FY 08 was supplemEaggropriation) -- $25 million
Elderly and Disabled Property Tax Credit -- $20liioil

Human Services — MHI lowa Care Loss -- $17 million

Healthy lowans Tobacco Trust Fund Shortfall -- $1iillion

Preschool Foundation Aid (universal preschool)1-4.8 million

Shared Weighting for sharing incentives -- $8.9ioml

All other built-in and anticipated increases -- $fnillion

Total Shortfall (Deficit) in the FY 09 General Fund Budget -- $350 million

The Governor and majority party leaders have plybidmitted that they spent too much last sesdibe.key this
session is whether we will actually reign in spaigdor just use budget gimmicks to spend just ashmuwill not be a
part of budget gimmicks to get us through the méxttion, however | will work with the majority pggrand the
Governor to present a budget that reflects our leabaes of fiscal responsibility. | am quite upgédth the last several
years of budgeting by both parties in Washingto@.Dwill not be a part of this kind of governing Des Moines.

Massachusetts Health Plan experiences some growipains

Just 5 months since its inception, the Massachwbietalth Plan and the board overseeing are beinegddo consider
significant changes to the health plans being etf¢o citizens of their state participating in gregram.

The Commonwealth Health Insurance Connector basrehntly voted to “press” insurers to hold the ahin@ease in
health care premiums to no more than five percéhany of the health insurers participating in then@ector have
told officials that health care costs have incrddsstween four and fourteen percent this year,in@guan increase in
the premiums charged to the state and enrollees.

If health care plans cannot keep premium growtheurile five percent target, the Connector board tblsthe
companies that they are to submit a plan on withiat@ns in benefits or increases in patient coapayts would be
implemented to offset the growth in costs. Anothgtion is to create new plans that create limptesider networks
or a tiered plan that charges higher co-paymengsaitients that use more expensive providers.

The issue of cost is being seen by those runniisggitand experiment as the difference between sscoefailure.

According to the board chair keeping the plansrdtble to the enrollees and Massachusetts is cCatitio the
sustainability of health reform.”

Continued Analysis of lowa’s 2000 Foot Rule

On December'§ the lowa Supreme court upheld the state law remguthat convicted sex offender reside a minimum
of 2000 feet from a school or child care centelne Taw itself has been particularly controversiats it was
implemented in 2005 and has been challenged irt coumore than one occasion.

The court’s ruling again rests on the determinatiat there is nad fundamental right to choose where one livese Th
court found that as long as those subject to thectauld still find a place to live that had basic'2entury standards

in place, it was enough to satisfy their due precehts. The ruling stated that there was noenae that the
defendant could not find a location with adequagathwater, sewer, and electricity. Once agam]atv was upheld
under judicial scrutiny.

In addition, the Legislative Services Agency reéeha memorandum looking at the impact of the implatiation of
HF 619 (2005 Sex Offender Act). While there is addrge amount of statistical data available t®edang term
conclusions on, there report focused on severakareevaluate: the correctional impact; the fisoplact; and a



report on the five divisions within HF 619. Agathe law has only been in effect for a short tilmg, much of the
information is vital to evaluating the law.

There are a couple of points to note:
The full correctional impact is not expected tdfliey determined until 2028.
Currently there are 2,058 sex offenders under sigien and the number is expected to keep growsrpay
serve their special sentences. Accordingly, thelrar receiving treatment has also increased. Tdrere
6,157 offenders on the state sex offender registry.
The prison population serving special sentencespgcted to continue to grow and not level off L2RiL6.
An estimated $9.9 million has been spent on implaation of HF619 to date. This includes DNA &gt
supervision programs, and treatment of offend&ise estimate is $2.48 million for FY 09 and $3.1i¢iam
for FY 10 (in addition to the $9.9 million)
There is some concern among various state agetheiesudget increases will be necessary to confullye
implementing HF 619. It is anticipated that thes®easing budget requirements may continue ureil t
population levels off in 2028.

There has been discussion over the creation oé ‘Baies” as an alternative to the current 2000dobity. These
zones would ban a registered sex offender fronriegtéhose areas, rather than restrict their ptdcesidence. It
remains to be seen whether the majority partytaile aim at the current laws regarding sex offesder

The full 26 page report on the implementation of 1P is available from the Legislative Services Age

and | would be happy to obtain a copy for any af.ybhe full report more fully discusses issues acbDNA
testing, prison populations, 2000 foot residenoyations, electronic monitoring, and treatment paogs.

Worker Shortage Forum Sets Stage for Legislative $sion

On December 18Governor Culver will be hosting a conference tdrads continuing concerns about the imminent
shortage of workers in the state. The forum widus on recommendations made by Skilled Workert&gerinterim
Committee as well as addressing other concerns tinereducation and business communities in lowa.

The interim committee released a number of reconaaiiions under three main categories: 1) Connetbwg’s
young people to the working world; 2) Training amettaining workers in lowa; 3) Recruitment of warke While this
list doesn’t contain specifics on spending, it do&ls attention to several projects including tie€E® initiative
(Science Technology Engineering and Math) to fanugducational opportunities in these developingeaareas.
The lowa Workforce Training Fund was also mentioas@ project that needed to be expanded to atioiti@nal
capacity at lowa’s community colleges.

The Generation lowa Commission will also make remamdations that will likely be addressed at thersitmThe
Commission was tasked with addressing both retertia recruitment of young workers in the stategyaissue that
also arose in the skilled worker interim. As pafrthis, the summit will discuss the current analifa workforce, as
well as the potential workforce and the need te fapo diverse populations to fill jobs.

The skilled worker shortage will no doubt underligmerous issues during the upcoming legislativeiees
Tuesday’s conference will likely try to focus omrmaving this issue down to identify specific prafeand areas that
can have the most impact on this issue. Curreémates state that lowa could be short as many@9@0 workers in
the near future.



Will the Rainforest Project take root in lowa?

At this point, most lowans are very familiar wititetmuch touted and equally criticized Earthparkdeto The initial
funding for the Earthpark was to come through agvath the US Department of Energy. The $48.3iamildollar
grant came with stipulations however: the directrthe project needed to come up with another3d8llion in
matching contributions. The deadline for thosedmiaig funds came up last week.

The deadline for apply to the Department of Enexgived last week and the fate of the Earthpatkdear.
Investors and the project’s director remained ojstimthough, stating that they believed that indkcontributions to
the project would be taken into account as pam@éting the required financial goal. They also leagized that the
requirement wasn't to have $48.3 as cash on harndamn have the money pledged. To date, the lasgpporters are
the city of Pella, with a $25 million pledge, andkbn Holdings of Atlanta, with $10 million of suppo

The paperwork required to receive the grant wasngtdd last week and a decision on the applicatimud be
released soon. The project is planned for a 2d®site outside of Pella and would include a raiegg aquarium, as
well countless plants and animal species. Crifigsstion the park’s ability to draw profitable cisy but developers
estimate the park would attract more thank 800y0§iors a year. We'll soon hear whether or nig firoject will
indeed break ground. My gut reaction is to let thing go away!

Youth Drug Use Continues To Fall

The use of illegal drugs by American teenagersiooatl to fall, according to a survey by the Natiomatitute of
Drug Abuse. The survey, released Tuesday by RneisBush, shows that 13 percent of eighth gradsesl ulegal
drugs this year. This is nearly half the numbeeighth graders that admitted to using illegal drig 1996 — 24
percent at that time.

While the reduction in the use of drugs like mamea and cocaine was down significantly, the suatsy showed that

the misuse of prescription drugs and prevalen@stiasy are on the increase. Fifteen percengbfdihool seniors
in 2007 reported using a prescription drug for ‘imexlical reasons”.

lowaCare continues to grow

The lowaCare program now is providing health careecage to over 20,000 lowans. This program, stan€005 as
a replacement to the Indigent Care Program, sdowes adults whose income is below 150 percent okpy and
lack health care coverage. People enrolling inpgtugyram receiving care at the University of lowasHitals and
Clinics or Broadlawns Medical Center, for Polk Cturesidents.

Statistics provided by the lowa Department of HurBamnvices show that over 80 percent of lowaCarelless have
personal income below 100 percent of the federaéypip. This is significantly differs from what lestptors and DHS
officials expected when the program was conceived.

Another surprising fact about lowaCare that hasrgeteis that virtually every lowa county has moeae enrolled
in the program than had used the Indigent CarerBnogn the past. This is occurring despite growssgyies with the
number of enrollees who are getting care at locabhals, which get no reimbursement from the stateserving
lowaCare enrollees.

The growth in enrollment will also have a budgetanpact. The University of lowa Hospitals and @swill be
requesting an increase in its lowaCare budget ef 40 million in FY 2009, and a supplemental resfjdier FY 2008
of over $6 million.



Minimum Wage to Increase Again on January 1, 2008

House File 1 from the 2007 Legislative Sessionaased the state minimum wage from $5.15 per habr @b over
the course of 8 months in two scheduled increa®@esApril 1, 2007, the required lowa minimum wagereased
from $5.15 per hour to $6.20 per hour. On JanuaBpQ@8, it will increase to $7.25 per hour.

Employers that gross at least $300,000 in salésisiness per year must comply with the new lowaidiim Wage
Law. Additionally, some types of employers or “nah@nterprises” must comply with the law regardigfsSlsusiness
volume. “Named enterprises” that must comply wté lowa Minimum Wage Law regardless of businedame
include:

All public agencies

All hospitals and residential care facilities fbetsick, elderly, mentally or physically handicagpe gifted
children

All schools and preschools

All public transportation subject to state or locagulation

Most daycares (certain in-home daycares with fiviewer children and with only one employee, or gdo
only employees are members of that individual’s sdrate family, are excluded from the minimum wage
law)

Employers engaged in construction, laundry andctirgning.

Some types of employers are not required to comvily the lowa Minimum Wage Law, such as certain kygxs in
agriculture, certain summer camps, and others.

The lowa Minimum Wage Las is not the same as tdertd minimum wage law, although there is overlapveen
the two. Some differences:

1. The federal minimum wage is $5.85 per hour unty 24, 2008 when it will increase to $6.55 per hotlihe
federal minimum wage will increase again July 2002to $7.25 per hour

2. The lowa Minimum Wage Law requires that an emplayessing at least $300,000 in sales or businass pe

year must pay the new higher lowa minimum wagegsskome other exception applies. The currentdeder
minimum wage law sets that requirement at $500,8d10, a few exceptions

AGC Proposal without a Gas Tax Increase

Below is a summary of the Association of Generatt€actors’ proposal that does not include a gasnevease.
This plan raises the needed 250 million dollardfierTime 21road construction fund.

I am NOT endorsing this plan but | would like to have your feedback.

Elimination of 5% Motor Vehicle Use Tax Replaced

With a 6% Registration to Purchase Fee $54 million
The belief is that this new fee would be constiélly protected. Currently, the Use Tax is not
constitutionally protected. (Not included in thesfiproposal.)



Commercial/Agricultural Trucks, Special Trucks,

Personal Pickups, Extended Registration Fees $2a6llion
Establish a new registration schedule for curresiiyned and newly purchased commercial/agricultnaks
as follows:

For a combined grossAnd not exceeding Current| Proposed
Weight exceeding
0 tons 3 tons $65 $100 (10 yrs or newer)
$85 (11 yrs — 13 yrs)
$70 (14 yrs — 15 yrs)

$50 (more than 15 yrs)
3 tons 4 tons $80 $120
4 tons 5 tons $90 $135
5 tons 6 tons $105 $150
6 tons 7 tons $130 $165
7 tons 8 tons $165 $175

(No change from the first propo3al

- All non-commercial/agriculture use pickups currgmned are raised to $100. (No change from tts¢ fir
proposal.)

- All new non-commercial/agricultural purchases afigly 1, 2008 will pay based on weight and valuthe
same manner as personal automobiles. (The effetditeeis moved up six months compared to the first
proposal.)

- Establish a new registration schedule for all qureand newly purchased special trucks for farmwisieh
would increase fees as follows:

Vehicle Weight| Current| Proposed
6 ton $80 $100
7 ton $100 $125
8 ton $125 $155
9 ton $135 $170
10 ton $150 $190
11 ton $165 $205
12 ton $180 $225
13 ton $195 $245
14 ton $210 $265
15 ton $225 $280
16 ton $240 $295
17 ton $255 $305
18 ton $270 $315

(No change from the first proposal)

- The AGC proposal calls for extending the weigh eadahedule by two years while places a floor at#50
year for all newly purchased vehicles: The propesald work as follows:



Value Component of FeeCurrent Schedule Proposed Schedule
100% 1-5Years 1-7 Years

75% Year 6 Year 8-9

50% Year7-8 Years 10 - 11

Base Rate Year 9 and after - $§3Bear 12 and after - $50

(No change from the first proposal.)

Driver’s Licenses Fees $7.4 million
Increase the registration fees from $4 per ye&28r(including the $3 surcharge) to $6.60 per pe&33 for
a five year license, raising chauffeur licensesf&8 per year to $12.60 per year and CDL'’s fronp&Byear
to $12.60 per year, and motor cycle licenses tpes8/ear. From July 1, 2003 through June 30, 2008
individuals obtaining or renewing a noncommercialet’s license, chauffeurs license, or CDL aresased a
one-time $3 surcharge. (No change from the firsppsal.)

Trailer Registration $7.5 million
Increase trailer registration fees for all currantl newly purchased trailers from $10 to $20 foalten
trailers, not exceeding 2,000 pounds. The feesdment and newly purchased larger trailers exoge?,000
pounds increase from $10 to $30. (No change franfitht proposal.)

Title Fees $10.1 million
Title fees increase from $10 to $20 and salvatgefees increase from $2 to $5. (No change fronfitee
proposal.)

Total $105.2 million in 2009

$201.0 million in 2012
$243.5 million in 2018



