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islative Update

loor Sessions: Last week marked the deadline for all bills moving forward this
voted out of their respective House of Origin. In other words, Senate bills
to the Assembly and vice versa. The sheer number of bills that are passing

House bodes for crowded calendars when legislation begins the hearing
its opposite House.

re actually voted down on the respective Floors, but rather they are held
te to become two-year bills. When you hear that legislation is “dead” it likely
ad for this year” and can return—most likely in amended form—as a “Two

t’s not a Dance yet. Droning is more like it. The Budget Conference
took 6 days to make its first pass through the budget, leaving nearly all

ial items undecided. They took a few votes around the edges, but saved all the
or another day, and probably for a series of Big Five meetings yet to come.
rees moved quickly, and recessed for a couple of days while budget staff
with the work of reconciliation. Action on most of the big items is, as always,
e outside of the Committee hearings among stakeholders, staff, caucuses, and
tiators.

p Ever Drop: The June Finance Bulletin on state revenue reported that May’s
ncome and sales tax revenue dropped $750 million below projection. The
are now looking to pour all of the PTA spillover into the General Fund.

bly budget essentially uses a little over half the spillover ($469 million) to
general fund of bond debt payments and transportation costs at regional

hat amount is now seen as the floor, and proposals are being made to take it all.
nge from diverting $300 million to High Speed Rail to simply using all
ollars to plug the budget gap. With a growing deficit and pressure to pass an
dget, this will not be an easy fight.

i t e 512  Sacramento, CA 95814  Telephone 916/442-0412  Facsimile 916/444-0383
Internet : www. lmsa.com email : lmsa@lmsa.com

rnment Relations

http://www.lmsa.com/


2

The following is a summary of the Senate and Assembly budgets for transportation. If
you have any questions, please give us a call.

PTA – The May Revise increased the raid on PTA funds from $1.1 billion to $1.3
billion. The Senate and the Assembly adopted very different proposal with respect the
PTA, but in general both houses rejected the Governor’s proposal to divert the spill over
funds.

The Senate rejected the proposal to shift $1.3 billion in PTA funds to pay for general
fund obligations, such as $832 million for Home-to-School transportation, $340 million
in transportation related bond debt, and $129 million for transportation costs at regional
centers.

The Assembly adopted a more complicated proposal that is aimed at eliminating the
annual fight over spillover dollars. The Assembly rejected the Governor’s proposal, but
the Assembly agreed to use $469 million in PTA capital funds to pay for bond debt
service and the transportation costs at regional centers.

In exchange for diverting the $469 million, the Assembly’s budget would impose a long
term “fix” on how fuel sales tax dollars are allocated. Beginning with the 2008-09 fiscal
year, the Assembly proposes to repeal the spill over calculation. This would increase the
amount of funds that would flow via Prop 42 by nearly $1 billion, from $1.6 billion to
$2.56 billion. In order to lessen the impact that repealing the spill over would have on
public transit, the proposal would then change the exiting 40-40-20 split of Prop 42 funds
to 35% to STIP, 30% to local streets and roads, and 35% to PTA.

This proposal is not without controversy. CSAC and the League of Cities have expressed
concerns about lowering the streets and road share from 40% to 30%. They fear that
future economic conditions may result in the streets and roads receiving fewer dollars
than what it currently receives with a 40% share of a smaller pot.

Gas prices are forecast to remain at historic highs for several years to come. It could be
argued that the only way local streets and roads would lose money under the Assembly’s
proposal is if fuel prices drop significantly. Regardless heated negations on this item are
beginning to melt any optimism for a long term fix.

State Transit Assistance STA: Since both the Senate and Assembly rejected the
Governor’s proposal to divert the spill over from STA, the STA item is currently not on
the Conference Committee’s agenda. Both the Senate and Assembly’s action increase
the STA allocation from $206 million to $619 million for 07-08. This does not include
Prop 1B transit capital funds that would be allocated via the STA program.

Supplanting Funds – By rejecting the Governor’s PTA proposal, both the Assembly and
Senate removed from the budget the Governor’s proposal to use Prop 1B transit capital
funds to supplant PTA capital funds programmed in the STIP. The Senate and Assembly
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approved appropriating $600 million transit capital bond funds and the Assembly
approved a $100 million appropriation of bond funds for transit security projects.
However, negotiations continue on the amount of Prop 1B funds to be appropriate in
2007-08.

Non-Article 19 Funds: The Assembly and Senate adopted different proposals for the
use of non-Article 19 funds, which are funds generated through leases, rents, and the sale
of Caltrans owned property. The Assembly rejected the Governor’s proposal to shift
these funds from the capital side of the PTA account to the SHOP Program. The Senate
agreed to transfer these funds from the PTA to SHOPP on a one time basis.

High Speed Rail Authority (HSRA): With more money in the PTA, both the Senate
and the Assembly significantly increased the appropriation for the High Speed Rail
Authority, but by different amounts. This item will be decided in by the Conference
Committee. The Senate augmented to the HSRA’s budget by $40 million and the
Assembly increased the Authority’s budget by $50 million. The Governor’s budget
proposed only $1.2 million. The added funds are intended to allow the HSRA to
continue work on environmental review, and other work critical to moving this project
forward.

Proposition 1B – The May Revise requested an appropriation of $11.5 billion in Prop 1B
funds. This appropriation would be available for allocation over the next three years, and
the request included $3.4 billion in CMIA funds, $1.8 billion in STIP augmentations, $1
billion in Local Street and Road funds, $599 million in State and Local Partnership funds,
and $1.3 billion in transit capital funds.

Both the Senate and the Assembly rejected this multi year $11 billion appropriation, but
approved a $4 billion Prop 1B appropriation for the 2007-08 fiscal year. This
appropriation includes funds for the CMIA, STIP, State and Local Partnership, local
streets and roads, Trade Infrastructure and transit capital funds. The total appropriation
amount may grow and the amount for each category may change based on budget
negotiations and a review of the funding needs for the coming year.

There is a concerted effort being made by cities to appropriate the entire $1 billion city
share of the local streets and roads program. So far counties appear content with a $500
million appropriation this year and the remainder in a year or two. The Senate has
approved a $400 million appropriation and the Assembly a $600 million appropriation for
the local streets and road funds for the 2007-08 fiscal year.

Capital Outlay Support: The May Revise proposed increasing staff support funding for
2007-08 by $206 million and 527 personnel years. The Governor’s staffing proposal
would be split with 85% of the funds for state staff and 15% would be used for contract
staff. Both the Senate and Assembly eliminated the funding for the contract staff. The
Senate redirected this $50 million in savings to the SHOPP.
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Environmental Enhancement & Mitigation: Both the Senate and Assembly reversed
the Governor’s proposal and augmented the EEM program by $10 million. The
Governor’s January budget zeroed out funding for this program. The Senate also
augmented the Bicycle Account Grant program by $5 million, but this item is subject to
Conference Committee action because the Assembly took no action on this item.

Proposition 42: Both the Senate and Assembly fully fund Prop 42 at $1.48 billion in
2007-08. No changes are expected to this item.

Legislation

The following is an update on the bills we have been following on behalf of AC Transit.
This includes only those bills that remain alive for this session. If you have any questions
about these bills or the fate of bills not included in this list, please give me a call.

Bill Topic Status Client-Position

AB 57 (Soto)
A-06/01/2007

Highways: Safe Routes to
School construction
program.

06/06/2007-In
Senate. Read first
time. To Com. on
RLS. for
assignment.
(06/06/2007-S
RLS.)

AC Transit-Watch

NOTE: This bill would delete the January 1, 2008, sunset for the
Safe Routes to School program. This program provides a
competitive grant program for bicycle and pedestrian projects that
improve the safety and access to schools.

AB 118 (Nunez)
A-06/01/2007

Alternative fuels and
vehicle technologies:
funding programs.

06/06/2007-In
Senate. Read first
time. To Com. on
RLS. for
assignment.
(06/06/2007-S
RLS.)

AC Transit-Support
If Amended

NOTE: AB 118 would enact the California Alternative and
Renewable Fuel, Vehicle Technology, Clean Air, and Carbon
Reduction Act of 2007.

In general, this bill would establish an ongoing funding source for
research, development, and deployment of clean fuels and advanced
vehicle technologies. The goal of this bill is to help assist in the
diversification and transition of California's transportation fuels
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market to cleaner, less carbon intensive alternative fuels.

However, this bill would not benefit AC Transit’s hydrogen bus
program. AB 118 must be amended to clarify that hydrogen
powered projects are eligible to receive funding through this
program, and that public entities, such as AC Transit, may apply for
these funds.

AB 444 (Hancock)
A-06/01/2007

Congestion management:
motor vehicle registration
fees.

06/06/2007-In
Senate. Read first
time. To Com. on
RLS. for
assignment.
(06/06/2007-S
RLS.)

AC Transit-Support

NOTE: On a party line vote, AB 444 was approved by the
Assembly Floor.

This bill would authorize the congestion management agencies in
the Counties of Alameda and Contra Costa to place on the ballot a
measure to impose up to a $10 fee on each vehicle registered in the
county. The funds would be used for congestion relief projects as
well as environmental mitigation projects.

AB 490 (Hancock)
A-06/11/2007

Local government: public
utility districts: Alameda-
Contra Costa Transit
District: San Francisco
Bay Area Rapid Transit
District: compensation of
directors.

06/11/2007-From
committee chair,
with author's
amendments:
Amend, and re-refer
to committee. Read
second time,
amended, and re-
referred to Com. on
L.GOV.
(06/11/2007-S L.
GOV.)

AC Transit-
Sponsor

NOTE: AB 490 was unanimously approved (73-0) by the
Assembly and is scheduled to be heard next week by the Senate
Committee on Local Government.

AB 490 has been amended to include changes to the compensation
statures for BART and for public utility districts. BART is seeking
to amend its compensation language to include the same COLA
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provisions in AB 490 that would apply to AC Transit.

ACWA is seeking amendments to existing law that affect the
compensation rate for a handful of Public Utility Districts that have
not been increased since the mid-1980s. The ACWA amendments
would update the PUD codes to mirror existing law for water
districts.

No concerns have been expressed by the committee consultants
from both parties, and Committee members to date have not
expressed any concerns.

AB 867 (Davis)
I-02/22/2007

Transportation analysis
zones.

06/05/2007-In
Senate. Read first
time. To Com. on
RLS. for
assignment.
(06/05/2007-S
RLS.)

AC Transit-Watch

NOTE: AB 867 would require transportation planning agencies to
consider factors related to income and race in their regional plans.

Specifically, this would require each metropolitan planning
organization (MPO) and each regional transportation planning
agency (RTPA) serving an area with a population greater than
300,000 to factor mobility of low-income and minority residents
into its computer analysis of regional transportation analysis zones
(TAZs) used to estimate travel behavior and traffic generation as
part of the transportation demand model.

AB 901 (Nunez)
A-06/01/2007

Transportation: Highway
Safety, Traffic Reduction,
Air Quality, and Port
Security Bond Act of
2006.

06/07/2007-In
Senate. Read first
time. To Com. on
RLS. for
assignment.
(06/07/2007-S
RLS.)

AC Transit-Watch

NOTE: AB 901 would establish a process for the allocation of $3.6
billion in Prop 1B funds that are dedicated to public transit capital
improvements.

Recent amendments expand the definition of an eligible project to
also include projects included a regional transportation plan;
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requires the CTC to include in its annual report a summary of
activity on all Prop 1B funding programs, and the bill requires the
appropriate policy committees in the Senate and Assembly to
annually hold joint hearings on the Prop 1B programs.

AB 901 would establish the following allocation process for the
transit funds:

 Defines an eligible project to be a transit capital project that
is consistent with the sponsoring agency’s short range transit
plan, or is consistent with the STIP, the Traffic Congestion
Relief Program, or regional transportation plan.

 Require transit operators and regional agencies to submit to
Caltrans by June 1, a list of projects that the sponsoring
agency plans begin in a given fiscal year.

 Requires Caltrans to submit by September 30 of each year a
list to Finance and the legislative budget committees of the
projects requesting funds for the following fiscal year, and a
list of each operator’s share of the total available funds.

 Requires the CTC to include in its annual report a summary
of the transit projects and a description of the mobility
improvements the transit capital program is achieving.

 The Senate and Assembly transportation and budget
committees are also required to hold an annual hearing on
the Prop 1B programs and in particular the transit capital
program.

AB 945 (Carter)
A-04/26/2007

Transportation needs
assessment.

06/06/2007-In
Senate. Read first
time. To Com. on
RLS. for
assignment.
(06/06/2007-S
RLS.)

AC Transit-Watch

NOTE: AB 945 would require the California Transportation
Commission (CTC), in collaboration with the Department of
Transportation (Caltrans), and regional transportation planning
agencies, to assess statewide transportation needs and funding
sources every five years beginning on July 1, 2008.

The author is working with the CTA on drafting amendments that
would add a review of public transit needs to this assessment.
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AB 1091 (Bass)
A-06/01/2007

Transit-Oriented
Development
Implementation Program.

06/07/2007-In
Senate. Read first
time. To Com. on
RLS. for
assignment.
(06/07/2007-S
RLS.)

AC Transit-Watch

NOTE: AB 1091 is the vehicle that would implement changes to
the $300 million Transit-Oriented Development Implementation
Fund established under the Housing and Emergency Shelter Trust
Fund Act of 2006 (Proposition 1C).

The Department of Housing & Community Development is
expected to release it proposed guidelines for this program in July.
AB 1091 would be used to amend those guidelines if necessary.

AB 1221 (Ma)
A-06/01/2007

Transit village
developments: tax
increment financing.

06/07/2007-In
Senate. Read first
time. To Com. on
RLS. for
assignment.
(06/07/2007-S
RLS.)

AC Transit-Support

NOTE: This bill would allow a city or county that prepares a transit
village plan to engage in tax increment financing to fulfill the goals
of a transit development plan if operator of the transit station also
supports the plan.

This bill is sponsored by BART and would create a financing
mechanism to fund improvements within the transit village. Similar
to a redevelopment district, AB 1221 would use tax increment
financing to fund projects, including the requirement that 20% of
the funds be used for low and moderate income housing.

The most significant distinction is that each taxing entity must agree
to divert its share of the increment to the project area improvements.
If an agreement is not reached than that entity’s increment will not
be diverted.

AB 1221 would also increase the area of a transit village from ¼ to
½ mile radius around a transit station. A transit station includes a
“bus hub” which is a bus stop that is served by three or more routes
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with peak headways of 10 minutes or less.

AB 1350 (Nunez)
A-06/01/2007

Transportation bond
funds.

06/07/2007-In
Senate. Read first
time. To Com. on
RLS. for
assignment.
(06/07/2007-S
RLS.)

AC Transit-Watch

NOTE: AB 1350 was significantly amended to establish a formula
based allocation process for the transit security funds.

As amended the bill would allocate 75% of the funds to transit
operators in counties with a population greater that 250,000. Each
operator in these counties would receive these funds in proportion
to the operator’s STA allocation. The remaining 25% would be
allocated to the remaining operators based on the operator’s
proportionate share of STA funds.

The bill defines an eligible project to include those that increase
protection against a security threat, or the development of disaster
response systems.

In addition, the Office of emergency Services would administer this
program and develop guidelines for the project selection process.

AB 1358 (Leno)
A-04/23/2007

Planning: circulation
element: transportation.

06/06/2007-In
Senate. Read first
time. To Com. on
RLS. for
assignment.
(06/06/2007-S
RLS.)

AC Transit-Watch

NOTE: AB 1358 would enact the Complete Streets Act of 2007.

The bill directs the Office of Planning and Research (OPR) to
amend guidelines for the development of general plan circulation
elements to include "routine accommodation of all users of the
transportation system." The bill would also require the legislative
body of a city or county, upon revision of the circulation element of
its general plan, to modify the circulation element to identify how
the jurisdiction will provide for the routine accommodation of all
users of the transportation system.
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AB 1492 (Laird)
A-04/18/2007

Vehicles: transit buses:
right-of-way.

06/06/2007-In
committee: Set, first
hearing. Hearing
canceled at the
request of author.
(05/17/2007-S T. &
H.)

AC Transit-Support

NOTE: AB 1492 re-enacts a pilot program that authorizes the Santa
Cruz Metropolitan Transit District (SCMTD) and the Santa Clara
County Transit District (SCCTD) to require a driver of a vehicle
overtaking a transit bus to yield the right-of-way to the bus if certain
conditions are present.

Similar measures were killed in the Senate, due to the vehement
opposition of Senator Kevin Murray. Term limits may change the
outcome this time around.

SB 45 (Perata)
A-06/04/2007

Transportation funds:
transit system safety.

06/07/2007-In
Assembly. Read first
time. Held at Desk.
(06/07/2007-A
DESK)

AC Transit-Watch

NOTE: SB 45 establishes a process for allocating $1 billion
dedicated to transit security improvements.

In general, this bill creates one pot of funds that would be split
75/25, with 75% being made available by the Office of Homeland
Security (OHS) to eligible transit operators for projects located in
high-threat areas. High-threat areas would be based on a risk
assessment of large transit systems conducted by the federal Office
of Domestic Preparedness.

The remaining 25% of the security funds would be allocated to all
transit operators in California. The allocation formula would be
based on the formula used in the State and Local Programs section
of the Fiscal Year 2006 Department of Homeland Security federal
appropriations bill (HR 2360). Additional details of this formula
will follow.

SB 45 was recently amended to remove a third program to provide
grants to transit operators for preparing disaster response
transportation systems.
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SB 70 (Florez)
A-05/17/2007

Biodiesel. 06/07/2007-To
Com. on TRANS.
(06/07/2007-A
TRANS.)

AC Transit-Watch

NOTE: SB 70 has been substantially amended to allow the use of
biodiesel fuel blends greater than B20 by public agencies.

As amended the state or any public entity may use biodiesel blends
greater than B20 is the following conditions are met:

 The fuel is cost competitive and readily available
 The State Air Resources Board finds at a public hearing that

it does not increase air pollutants or toxic air contaminants.
 The use of the fuel will not void any warranties on the

engine or emission control equipment.

SB 445 (Torlakson)
A-06/04/2007

Road User Task Force. 06/06/2007-In
Assembly. Read first
time. Held at Desk.
(06/06/2007-A
DESK)

AC Transit-Support

NOTE: SB 445 was amended to include a member selected by the
California Transit Association, and language was added that the
CTC may consider a transit operator for one of its three appointees.

This bill establishes a 14 member Road User Task Force for the
purpose of studying alternatives to the current system of taxing road
users through per-gallon fuel taxes and reporting its findings to the
legislature by January 1, 2009.

The task force would consist of members appointed by the
following:

 2 members appointed by the Senate Committee on Rules
 2 members appointed by the Speaker of the Assembly
 2 members appointed by the Governor
 3 members appointed by the CTC. The CTC shall select

members that represent highway users groups, including
transit providers, and the transportation research community.

 1 member appointed by the California Transit Association
 1 member appointed by the League of Cities
 1 member appointed by CSAC
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 1 member from the California State Automobile Association
 1 members from the Automobile Club of Southern

California

SB 716 (Perata)
A-06/04/2007

Transit operators. 06/07/2007-In
Assembly. Read first
time. Held at Desk.
(06/07/2007-A
DESK)

AC Transit-Watch

NOTE: SB 716 implements the allocation process for the $3.6
billion dedicated to transit capital improvements. While these funds
are divided amongst transit operators based on the State Transit
Assistance formula, SB 45 creates an oversight process and places
conditions on the allocation of these funds.

SB 716 authorizes the CTC and the Controller to administer this
program. However, the bill places restrictions on the CTC
oversight of this program.

Prior to seeking a disbursement of these funds a transit operators
shall submit to the CTC a description of the project that addresses
the following conditions:

 The useful life of the project shall have a useful life greater
than 2 years.

 Estimated schedule for completion.
 Total cost of the project, including identification all funding

sources.
 The funds must be encumbered within three years of the

allocation.

The CTC’s review of each request is limited to determining if it is a
capital project that meets the general obligation bond law
requirements and it has a useful life of 10 years. The CTC shall
also find that the project will become fully funded with the
allocation.

The CTC would then report on a quarterly basis to the Controller its
actions. The Controller would then commence the allocation
process. The Controller is also authorized if needed to audit the use
of the funds.
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SB 717 (Perata)
A-05/10/2007

Transportation
Investment Fund.

05/24/2007-To
Com. on TRANS.
(05/24/2007-A
TRANS.)

AC Transit-Watch

NOTE: This bill would continuously authorizes the transfer of Prop
42 sales tax revenue to the Transportation Investment Fund (TIF)
beginning in fiscal year 2008-09, and continues the distribution of
the revenues according to the current formula. SB 717 is needed
because the statute governing the allocation of these funds sunsets
at the end of the 2007-08 fiscal year.

SB 840 (Kuehl)
A-04/30/2007

Single-payer health care
coverage.

06/06/2007-In
Assembly. Read first
time. Held at Desk.
(06/06/2007-A
DESK)

AC Transit-Support

NOTE: SB 840 was approved by the Senate on a party line vote.
This bill would establish the California Universal Healthcare
System under which all California residents will be eligible for
specified health care benefits. The universal system will, on a
single payer basis, negotiate for or set fees for health care services
provided through the system and pay all claims for those services.
The bill establishes a new administrative structure and provide for
oversight of health care operations statewide.


