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2008-09 Budget Update
The Governor recently stated that the state’s budget deficit could reach $20 billion, which includes a reserve of $2.8 billion, upon release of the May Revision on May 14th. Most people in the Capitol however anticipate that the deficit will balloon from the current $8 billion figure to approximately $13 to $15 billion. Meanwhile, the budget subcommittees in both houses have been meeting on issues of importance to transportation and specifically public transit. 
In the Assembly, Budget Subcommittee #5 adopted most of the Governor’s January funding proposals for transportation, sticking by the line that the changes to transit funding law made in the 2007 Budget Act (e.g. diverting 50% of the “spillover” transit revenue stream permanently to the General Fund) was a “deal” struck to protect future public transit funding. In the Senate, Budget Subcommittee #4 kept several items open and it is almost certain that the subcommittee will propose an alternative dollar amount so that both houses can keep their options open to finding “budget solutions” by sending items to Conference Committee.  There are also rumblings that Proposition 42 may be suspended if the deficit grows to the $20 billion figure. Following is a summary of the actions taken by each house thus far:
Assembly Budget Subcommittee #5

On April 16th, the Assembly Budget Subcommittee #5 voted to approve the Governor’s proposed 2008-09 Budget for transit, which includes $743 million for the State Transit Assistance (STA) Program and $350 million in PTMISEA transit capital funds made available by Proposition 1B.  The actions are consistent with the provisions set forth in SB 79 (Chapter 173, Statutes of 2007) as part of last year’s budget deal. In addition, the subcommittee approved the full funding of Proposition 42.  
Senate Budget Subcommittee #4

The Senate Budget Subcommittee #4 met on April 23rd but left open items of significance related to Proposition 42 and the Public Transportation Account. The subcommittee did however vote to revise the statute enacted last year to implement Proposition 1B; specifically,  the subcommittee recommends changing SB 88 (Chapter 181, Statutes of 2007) to maintain the funding formula (i.e. a three-year STA average of 2004-05 through 2006-07) for allocation of the remaining $3 billion in PTMISEA funds.  The Assembly is expected to concur with the Senate action after the release of the May Revision, which would exempt this item from Conference Committee. This action was based on a recommendation by the Legislative Analyst’s Office to amend the SB 88 rules for the 2008-09 PTMISEA appropriation to fix the 
baseline STA factors at the three SB 88 years, and to allow “banking.” Caltrans Director Will Kempton mentioned in his testimony that the Department supports both these changes.  Association staff is working with both houses on trailer bill language in order to implement the change.  

In addition, the subcommittee rejected the Administration’s request for the PTA to augment the University of California (UC) Budget in order to support the Institute of Transportation Studies (ITS). The Administration had requested an increase in PTA funding from $980,000 to $6.0 million for FY 2008-09. UC indicates that the funds would be used to initiate new research, education, and outreach programs at the existing ITS programs at the Berkeley, Davis, and Irvine campuses, but will also support the expansion of transportation research at six other campuses. The Assembly voted to approve the allocation and therefore this will become a Conference Committee item. 
Finally, both subcommittees left open items relating to the High-Speed Rail Authority’s request to use $23 million of PTA funds as a loan to augment design work prior to the pending voter-approval of the High-Speed Rail Bond this November. 

Impact on Transit Capital Projects in the STIP

The Governor’s 2008-09 budget does not contemplate any new funding allocations for transit capital projects in the State Transportation Improvement Program (STIP). This has had an impact on the California Transportation Commission’s (CTC) process for programming the 2008 STIP. Consequently, the CTC is allowing the use of Proposition 42 STIP funds to be used for transit projects in the current year to make up for the potential backlog of transit projects in the STIP. Prior to the changes made to the PTA in 2007, all Proposition 42 STIP funds were traditionally expected to be used for highway projects.  
As a result, this has pushed the impact of the PTA cuts off until the budget year (2008-09). In order to address the problem, the CTC is hoping that local transportation agencies will front their own funds to keep projects moving in exchange for future STIP dollars. 

Proposition 1B – PTMISEA Update

SB 88 (Chapter 181, Statutes of 2007), contained $600 million for funding the Public Transportation Modernization, Improvement and Service Enhancement Account (PTMISEA) for FY 2007-08. The guideline process established through the Division of Mass Transportation (DMT) at Caltrans allowed for two project submittal cycles (February and April). The authorized allocations for the first cycle amounted to $394 million. Although we do not yet have a final total for the amount requested in cycle 2, Gale Ogawa, Chief of the DMT, contacted Association staff and expressed a concern that the entire $600 million may not be exhausted. Furthermore, Caltrans has inquired in the past about whether our members could spend the money if the Budget’s proposed allocation of $350 million for 2008-09 was raised or if the entire program was accelerated.  
It would not be an uncommon occurrence if a balance were to remain. Part of the reason why the entire $600 million may not be requested is that all eligible STA recipients, especially in rural areas, may not have been able to access a sufficient amount (i.e. their share of the $600 million was too small) to justify a project this year. In addition, requests may be for components and not the entire cost of a project. This does however heighten the urgency to 
apply the existing allocation formula (three-year average of the 2004-05 to 2006-07 STA formula) to the remaining $3 billion. Furthermore, the lack of a letter of no prejudice process may inhibit some from requesting funding. The LAO’s adopted recommendation to fix the baseline STA factors at the three SB 88 years for the remainder of the program and to allow “banking” should be helpful. Nevertheless, the perception in the Administration may be one which justifies their will to supplant annual PTA revenue with Proposition 1B funds as was accomplished last year. 
Therefore, Association staff urges our member agencies to take inventory of any hurdles that may exist in not spending your apportionment from this program, and to provide that information to us. Please contact Legislative Advocate Gus Khouri at gus@caltransit.org or (916) 446-4656 if you have any questions or need additional information. 
Caltrans Director Will Kempton Asks for Transit Funding Needs
Executive Director Josh Shaw participated last week in the second by-invite-only “Transportation Finance Forum” convened by Caltrans Director Will Kempton, and has been working on the “STIP Reform” task force he appointed. That group will consider, amongst other issues, the role of Public Transportation Account dollars in funding STIP projects. Director Kempton also asked Mr. Shaw to work with all our members to assess the needs of California’s transit systems for preservation and maintenance funds. 

Spring Legislative Conference May 20-21, 2008 in Sacramento
You are invited to join the Association at this annual event to hear about the most critical legislative and regulatory issues facing the California transit industry today! Topics on tap for this year include New State, Regional and Local Transportation Funding Tools; Transit and the Global Warming Act of 2006; and Transit Supportive Planning. Preliminary agenda and registration information are available online (www.caltransit.org). For additional information, please contact Meetings and Membership Director Mary Zavislan (mary@caltransit.org) or (916) 446-4656.
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