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Funding Update



Governor Vetoes Budget Package
The Governor has vetoed the package of mid-year budget revisions and policy bills passed by the Legislature on December 18, 2008, which contained $18 billion in budget cuts and revenue enhancements - an attempt to close some of the budget deficit that is now expected to be over $40 billion by the end of the 2009-10 fiscal year. The Democratic budget package would have eliminated the state sales tax on gasoline and the state excise taxes on gas and diesel fuel, and replaced those revenues with a “fee” on gasoline, at 39 cents per gallon. The proposal would also have enacted a statute that appropriates only $150 million per year to the State Transit Assistance (STA) Program. 
Republican lawmakers have joined a law suit led by anti-tax groups, including the Howard Jarvis Taxpayers Association, to block the controversial tax plan contained in the Democratic budget proposal, which would essentially require a simple majority vote basis instead of a 2/3 vote virtually required on tax bills. While the package contained some of the very fees proposed by the Governor, he took issue with the Democrats’ new 39-cent gas fee, which he said was too high. He also seeks additional spending cuts, mortgage-rescue measures and a broader economic stimulus package. Legislative leaders Senate President pro Tempore Darrell Steinberg and Assembly Speaker Karen Bass mentioned during a press conference that the Governor’s ‘false objections’ on these points are masking his concern about the majority-vote tax increase plan. The leaders announced that they would soon vote on a package of new cuts, perhaps as early as this Thursday. 
Governor’s Budget Summary

On December 31, the Governor’s office released a summary document which serves as a prelude to his January 9th proposal which will address the new 2008-09 budget and a proposed 2009-10 budget. This presentation was made 10 days earlier than any governor has historically presented a new budget. The Governor has called for yet another Special Session to address the current year problem at a minimum, which the legislature commenced on January 5th. The summary document proposes the elimination of $153.2 million in 2008‑09 and $306 million in 2009‑10 for local transit grants previously funded with sales tax on fuels (i.e. State Transit assistance Program). Funds made available by this proposal are shifted to transportation programs previously funded by the General Fund including Home‑to‑School Transportation. 
 
Second Quarter STA Funds to be Held Through Budget Standoff
In recent communications with the State Controller’s office, we discovered that the Controller’s office has threatened to withhold 2nd quarter payments and beyond due to the instability surrounding the budget. The 2nd quarter allocations are typically made at the end of January. The Controller’s office clarified that while the Governor did NOT issue an Executive Order to delay the issuance of STA program checks, the Controller’s office is using its discretion in withholding any payments until the budget situation is resolved to avoid an over-appropriation of revenue. While the Budget Act as signed in September dictates a $306 million 2008-09 STA Program, the most recent budget proposed to reduce STA to $150 million. Furthermore, the Controller’s Office contends that there is nothing in statute that requires the Controller to cut checks by a set date. We will keep you informed as new information arises. 
Please contact Legislative Advocate Gus Khouri (Gus@CalTransit.org) or Legislative and Regulatory Assistant Sabrina Means (Sabrina@CalTransit.org) or call 916-446-4656 if you have any questions. 
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