[image: image1.jpg]



[image: image2.wmf]
Funding Update




2008-09 Budget Update
This week, the Budget Conference Committee closed the remaining items they could in all policy areas, voted out (on a partisan basis) a sweeping package of new taxes and other revenue increases to close the remaining General Fund deficit, and sent a final version of the 2008-09 budget to the Floor of each House.
There was NO action to suspend local government revenues (Proposition 1A) or major transportation revenues (Propositions 42 / 1A). Although this was not a topic up for debate during the Conference Committee, speculation abounds that the suspension may be under consideration during deliberations amongst the “Big 5.” We urge you to contact your legislative delegation to ensure that Proposition 42 is protected. 
Additionally, there is no indication that the overall budget approved this week will be sustainable in either the Senate or the Assembly (primarily due to its reliance on more than $8 billion in tax increases). In other words, this was obviously a Democratic budget. Thus, we believe this week’s actions are merely a starting point, and the "Big 4" legislative leaders must continue to negotiate a real budget that will attract the two-thirds vote threshold in each House necessary to send a final budget to the Governor.

Below are two items of particular interest:

· Transit Funding 
On the main transit funding item, the Conference Committee voted for a "conference compromise" between the two House's versions: while the full $317 million Public Transportation Account restoration is maintained, and most of that is dedicated to the State Transit Assistance (STA) Program, $64.7 million of the PTA restoration was used to obviate the need for the loan to the PTA from the Traffic Congestion Relief Fund originally called for by the governor in his May Revise proposal. Thus, about $253 million in remaining funds is available to the STA Program, bringing that amount up from the governor's proposed $306 million to about $559 million. 

Transit was still shorted by $1.1 billion (spillover revenue) to plug the General Fund deficit.  Additional cuts could be forthcoming however during the Big 5 negotiations. 
· Proposition 1B- Public Transportation Modernization, Improvement and Service Enhancement Account 
The Conference Committee adopted language to distribute $350 million of PTMISEA funding provided in the 2008-09 budget. The funds will be distributed pursuant to the same formula established through SB 88 (Chapter 181, Statutes of 2007) for the allocation of the $600 million provided in the 2007-08 budget. The formula took a three year average of State Transit Assistance grant program funds awarded in 2004-05, 2005-06 and 2006-07. Questions still remain about the allocation scheme for the remaining $2.65 billion that is still available through the PTMISEA program.  
Here is a list of the various revenue enhancements being proposed by the Democrats:
$5.6 billion: Raise tax rates for wealthiest Californians by creating new tax brackets (10 and 11 percent) for the highest earnings. The current highest bracket is 9.3 percent. 
$1.1 billion: Suspend the corporate loss deduction for three years.
$470 million: Restore the franchise tax rate from the current amount of 8.8 percent to the 1997 level of 9.3 percent.
$215 million: Reduce the dependant income tax exemption for households with an annual adjusted gross income of more than $150,000. 
$815 million: Suspend tax adjustments in specific categories across all income brackets, which would raise income taxes for everyone. 
$1.5 billion: Waive penalties for late tax payments so individuals and corporations behind on taxes can pay without penalties. 

The Legislature is expected to adjourn on August 22 in advance of the Democratic and Republican National Conventions. 

Please contact Legislative Advocate Gus Khouri at 916-446-4656 or by email at gus@caltransit.org if you have any questions.
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