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Funding Update



Governor Releases Proposed 2009-10 State Budget

Governor Schwarzenegger released his proposed 2009-10 State Budget today. The proposal comes just days after he vetoed the $18 billion package the legislature approved on December 18th and subsequently sent to him earlier in the week. The budget gap has widened to $41.6 billion through June 30, 2010. This includes a current year (2008-09) budget deficit of $14.8 billion. Overall, the Governor proposes to reduce spending from the 2008-09 figure of $103.4 billion to $92.4 billion in 2009-10. Further decreases in revenue are being anticipated.

The state faces a serious cash-flow crisis. In fact, even if the legislature were to adopt all of the Special Session proposals made by the Governor by February 1, 2009, the state will be unable to pay all of its bills beginning in March and may have to issue IOUs at the beginning of the next fiscal year (July 1, 2009). The state’s precarious situation has impacted the state’s ability to borrow. According to the Governor, long-term bond markets are closed to California. The national financial and banking crisis has also closed short-term markets and the Pooled Money Investment Board has had to stop making short-term loans used to finance projects, which includes vital Proposition 1B requests. Furthermore, the State Controller’s Office is delaying payments to highway construction contractors and State Transit Assistance recipients. 

Overview of Transportation Funding

For transportation, the following is proposed, many of which are reintroductions of earlier Special Session proposals made by the Governor and contained in the December 31st Summary:

· A 1.5 cent sales tax increase is being proposed which would provide additional resources to Proposition 42. We do not know at this time how much the sales-tax would generate. Nevertheless, Proposition 42 revenues are projected at approximately $1.187 billion (a decrease of $233 million from 2008-09). 

· The budget proposes the elimination of $153.2 million in 2008‑09 and $306 million in 2009‑10 for the State Transit Assistance Program (STA). Therefore, STA would be reduced from the $306 million approved in the 2008-09 Budget Act signed by the Governor in September to $150 million. The Controller has already issued $76 million worth of checks for the 1st quarter. Consequently, only $74 million would remain for disbursement once the Budget Act is signed. 

· The estimated revenues from spillover have dropped from $1.4 billion level estimated in the 2008 Budget Act signed in September of 2008 to $1 billion, and are forecasted to drop to a total of $90 million due to a steep decline in gas prices. The Governor still proposes to divert all future spillover (if any materializes) to the Mass Transportation Fund to pay for G.O. Bond debt service and home-to-school transportation. The Governor estimates that there will not be any spillover in the next few years.

· The Governor also wants to do a state economic stimulus package which includes: 

· An additional $800 million of Proposition 1B PTMISEA funds for transit capital funding in the current year. This is on top of the $350 million proposed for 09-10.

· Acceleration of $700 million from Prop 1B for local streets and roads. Funds must be spent by December 31, 2009.

· CEQA exemptions for $822 million worth of Prop 42, GARVEE, and Prop 1B projects. 

· Expansion of design-build authority for Caltrans to accelerate projects.

· Expanded authority for Caltrans to do performance-based projects. 

· $769 million from federal funds anticipation bonds for SHOPP.

· Redirects $100.8 million in annual tribal gaming revenue from transportation projects to the General Fund, which would impact the SHOPP and TCRP but the transfer would be contingent upon the state receiving at least this amount from the federal stimulus package. 

· $123 million for High-Speed Rail from Proposition 1A of 2008.

Federal Economic Stimulus Package

As a result of nation’s recession, President-Elect Barack Obama began releasing more details this week for his plans to jumpstart the nation’s economy. The “American Recovery and Reinvestment Plan” is expected to invest in health care, energy, infrastructure, and education, as well as save or create over 3 million jobs. It will focus on responsibility, accountability, and transparency. While the President-Elect has not yet publicly announced the total amount of his proposed plans, his office has indicated it will be between $675 billion and $800 billion. Early in the week, Obama met with Congressional leadership and encouraged them to act quickly to pass a plan. He also asked that no earmarks be included in the bill. Acknowledging the extraordinary amount of money needed to get the economy on track, he indicated an oversight board would be created to identify and solve problems early in the process in order to make sure the money is not misspent. The Department of Transportation (Caltrans) is expected to submit an $18 billion list of transit projects to the President and Congress by early next week. Similar lists for local streets and roads, bridges and highways are being sent as well.

The Legislature convened in a Third Extraordinary Session on January 5th. We will keep you informed as the process unfolds. 
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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