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Funding Update




Breaking News! Alert! Immediate Action Requested!
2008-09 Budget Update
Over the last few days, we have heard intensified speculation from highly placed sources that the Legislature has reached an agreement in principle on a budget. The Legislature is currently on a brief recess until August 4th but may reconvene sooner if the final details of the deal are ironed out beforehand. Our understanding is that the Republicans will accept some of the “revenue enhancement package” that the Democrats proposed (basically the tax loophole closure and tax amnesty program). Republicans will NOT vote for a package that includes a tax increase. 

In addition, Proposition 42 is expected to be suspended along with potentially Proposition 1A (Local Government), Proposition 10 (Tobacco Tax for First 5), Proposition 49 (After School Programs). Consequently, we ask that you have your Board members or a selected Board member contact your legislative delegation to urge against suspending proposition 42. We ask that you also provide us with a list of projects-STIP, transit, whatever- that are at-risk should the suspension take effect. 

Proposition 42 is estimated at $1.43 billion this year. When coupled with the $1.1 billion spillover revenue that has been diverted thus far, it would translate into a punishing hit of nearly $2.5 billion to transportation programs statewide. Legislators need to get the local message about the consequences on specific projects that a Proposition 42 suspension would create. 

Public transportation systems rely heavily on Proposition 42 revenues to fund critical congestion relief services and to finance acquisition of new clean-fuel vehicles and construction of new rail systems and bus facilities. In fact, Proposition 42 funds make up 70% of the total State Transit Assistance Program funds proposed by the Governor in his May Revision to the 2008-09 budget. Without these flexible funds, which can be spent by transit systems on operating costs like fuel and power, or on capital projects, local bus and rail transit systems will have to consider raising fares to cover the reduced state funds, or cut back on existing transit service or delay planned capital expenditures.  

Below is a list of the Democrats revenue generating proposals. The items in bold are ones that Republicans may support:
The Democrat revenue-generating proposal includes: 
$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.  

Big Four Contact Information:

In addition to contacting your delegation we ask that you contact the offices of the four legislative leaders in each house to express your concerns: 

Senate President Pro Tem Don Perata: (916) 651-4009 
Assembly Speaker Karen Bass: (916) 319-2047 
Senate Republican Leader Dave Cogdill: (916) 651-4014 
Assembly Republican Leader Michael Villines: (916) 319-2029

Talking Points:

·         Borrowing gas tax funds that must be repaid in three years is no way to fix a structural deficit.  It only papers over the problem, plunges the state further into debt and increases costs to the state.  

·         Raiding transportation and transit funding breaks faith with 77% of voters who passed Prop. 1A in 2006. With Prop. 42 in 2002 and again with Prop. 1A in 2006, California voters have made it abundantly clear that they do not want the state raiding funds intended for transportation and transit improvements. 

·         Cutting transportation and transit funding now will mean the death of many high priority projects. The longer we wait on these transportation projects, the more costly they become.  

·         Raiding transportation and transit funds will eliminate thousands of jobs and stall economic growth at the worst possible time.  Raiding transportation funds will further destroy an already struggling industry and severely hamper any hope of an economic recovery.

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