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Report No: 

Meeting Date: 

Alameda-Contra Costa Transit District 

STAFF REPORT 
TO: External Affairs Committee 

AC Transit Board of Directors 

FROM: David J. Armijo, General Manager 

SUBJECT: Monthly Legislative Report 

BRIEFING ITEM 

RECOMMENDED ACTION(S}: 

Consider receipt of the Monthly Legislative Report. 

EXECUTIVE SUMMARY: 

14-014 

January 22, 2013 

Both the House and Senate passed the two-year budget recommendation agreements for FY 14 
and FY 15. The Commuter Tax Benefit has expired but could be included in tax extender 
legislation. 

California's budget situation continues to improve due to increased personal income tax 
revenues which are projected to comprise two-thirds of general fund revenues in 2014-15. 
Senator Jim Beall convened a panel on the condition of California's roads and transportation 
funding. 

BUDGETARY /FISCAL IMPACT: 

There is no budgetary or fiscal impact associated with this report . 

BACKGROUND/RATIONALE: 

Federal Legislation Update 

1) Senate Joins House in Passing Two-Year Budget 

The Bipartisan Budget Act was approved by the House on December 12, 2013 and by the 
Senate on December 18, 2013 . The budget agreement would raise discretionary spending by 
$63 billion over the next two years and increase overall discretionary spending to $1.012 trillion 
in FY 14 and to $1.014 trillion in FY 15. This is a $45 billion increase over the FY 14 
sequestration level set in the Budget Control Act. Defense and domestic spending are 
increased equally. Under the agreement, as long as Congress does not exceed overall spending 
of $1.012 trillion this year and to $1.014 trillion in FY 2015, there will not be sequestration, or 
across-the-board cuts. 
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The agreement includes dozens of specific deficit-reduction provisions, with mandatory savings 
and non-tax revenue totaling approximately $85 billion. The agreement would reduce the 
deficit by between $20 and $23 billion. The plan includes several provisions such as increased 
airline passenger fees, higher contributions from federal employees to their retirement, 
increased premiums paid by companies to the Pension Benefit Guaranty Corp., and an 
extension of higher customs fees. It also cuts Medicare and several other mandatory spending 
programs through 2021. 

The budget agreement will now enable the Appropriations Committees to finalize FY 2014 
funding bills. The additional $45 billion provided by the agreement in FY 2014 will be divided 
equally between defense and domestic programs. House floor action will most likely occur the 
week Congress returns from the holiday recess starting January 6. Both chambers will have until 
January 15 to pass a final conference report before current funding runs out. For FY 15, having 
a common top line in the House and Senate, should help avoid the sharp divide over spending 
between the two chambers. 

2) Transit Portion of Commuter Tax Benefit Expired But May Be Included in Tax Extender 

The Commuter Parity Act to establish parity between parking and commuter transit benefits 
expired on December 31, 2013. Senator Max Baucus (D-MT) has released preliminary details on 
a tax extender package to extend this benefit next year. The expired parity legislation increased 
transit commuters' tax benefits from $130 to $245 per month, which was parity with parking 
benefits. The expiration of the parity benefit will cause hardship to transit commuters. An 
organized advocacy effort is expected to raise the importance of this economic benefit for 
transit commuters. 

State Legislation Update 

1) State Budget Forecasts Continues to Improve 

The Legislative Analyst's Office (LAO) has issued its budget forecasts which indicate strong 
positive growth, mainly due to increased personal income tax revenues. In 2012-13, the fiscal 
year ended with a $234 million reserve and schools receiving an additional $1.75 billion as 
mandated by Proposition 98. In 2013-14 the state is projected to end the year with $2.4 billion 
in reserves which is a significant increase over the projected reserve amount of $1.1 billion. 
The LAO has forecasted an operating surplus of $3.2 billion in 2014-15. The Governor continues 
to advocate for increasing reserves and paying down the state's, "Wall of Debt." If economic 
indicators worsen, personal tax revenues could adversely affect the promising forecasts. 

2) State Senator Jim Beall (D) Conducts Budget Subcommittee Hearing on Funding 

State Senator Jim Beall convened a hearing of the Senate Budget Subcommittee on Resources, 
Environmental Protection, Energy & Transportation on December 16, 2013 on the condition of 
the state's roads and transportation funding. California State Transportation Agency (CaiSTA) 
Secretary Brian Kelly clarified the goals of the California Transportation Infrastructure (CTIP) 
workgroup. These goals include: 
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• Provision of safe and efficient mobility to California's citizens through a multi-modal 

system 

• Availability of fast, clean and efficient alternatives to vehicular transit, contributing to 
the state's sustainability goals 

• Integration and modernization of various modes into one seamless transportation 
system 

When the Governor's proposed budget is released on January 10, 2014, it is expected to 

contain recommendations that refine the statewide transportation needs assessment, explore 
long-term, pay-as-you-go funding options, and an evaluation of the appropriate level of 
government to deliver the investments needed for the state's infrastructure needs. 

ADVANTAGES/DISADVANTAGES: 

This report is being provided to inform the Board of monthly legislative activities. This provides 
clear direction to legislators, and other bodies, of AC Transit's positions. 

ALTERNATIVES ANALYSIS: 

This report provides an update of monthly legislative activities. AC Transit could opt to defer 
from legislative positions and operate without making its positions known, leaving the District 
vulnerable to unfavorable legislation. 

PRIOR RELEVANT BOARD ACTIONS/POLICIES: 

Staff Report 12-253: 2013 Federal and State Legislative Advocacy Programs 

ATTACHMENTS: 

1: Federal Update from VanScoyoc Associates 
2: State Legislative Report from Platinum Advisors 
3: FY 2013 Federal Advocacy Program 
4: FY 2013 State Advocacy Program 

Department Head Approval: Dennis Butler, Chief Planning & Development Officer 
Prepared by: Beverly Greene, Director of Legislative Affairs & Community Relations 



 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

This page intentionally blank 

92



93

Steven 0. Palmer, Vice President 
David Haines, Manager 

Last Week 
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VANSCOYOC 
A B 8 0 C I A T E 8 

Transportation Update 
December 16,2013 

Balanced Budget Act. On Tuesday, December I 0, House and Senate negotiators released 
recommendations for a two-year budget deal. The Bipartisan Budget Act of 2013 decreases 
sequestration cuts by $63 billion, and sets a FY 2014 discretionary spending limit at $1.012 trillion. 
With the $63 billion in sequestration relief, $491.8 billion would be provided for nondefense 
discretionary spending, such as DOT funding. 

There were a handful of transportation issues in the budget bill, including provisions to: 
• Increase the current airline passenger security fee from $2.50 per flight segment to $5.60. 
• Require the Transportation Security Administration to continue to staff airport exit lanes 

through the end of FY 2014. TSA had proposed to transfer these staffing costs, which total 
$88 million nationwide, to individual airports. 

• Reaffirm that any general fund transfer to the Highway Trust Fund must be offset with 
revenue increases or spending cuts. 

On Thursday, December 12, the House debated and approved the Bipartisan Budget Act by a 332-94 
margin. The Senate will begin debate on the bill on Tuesday, December 17. The first vote will be a 
procedural vote to waive Budget Act points of order and will require 60 votes. If successful, final 
passage is expected by Thursday. 

Update: Tax Extensions. The House adjourned for the year without acting on tax extenders 
legislation. On December 31, fifty-five tax extenders will expire, including maintaining parity for 
pre-tax free transit benefits with parking benefits, as well as the alternative fuels tax credit. 

Update: WRDA Conference. Senator Barbara Boxer, the lead Senate negotiator on the Water 
Resources Development Act (WRDA) conference committee, announced Thursday that Congress 
would not finish WRDA negotiations before Congress breaks for the holidays. Both House and 
Senate negotiators hope to finish the bill early next year. 

Hearing: New Starts Program. On December II, the House Committee on Transportation and 
Infrastructure's Subcommittee on Highways and Transit held a hearing entitled, "Examining the 
Current and Future Demands on FTA's Capital Investment Grants." The hearing reviewed, among 
other issues, changes to the New Starts/Small Starts program since the enactment ofMAP-21, as well 
as demand for getting into the grant program. Witnesses included Peter Rogoff, Federal Transit 
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Administrator and Norm Coleman, Mayor of St. Paul, Minnesota, as well as representatives from 
Utah Transit Authority, Chicago Transit Authority, and the Cato Institute. 

Hearing: Aviation Oversight. On December 12, the House Committee on Transportation and 
Infrastructure's Subcommittee on Aviation held a hearing entitled, "The State of American Aviation." 
The hearing reviewed the economic health of American aviation and potential issues to be considered 
in the next Federal Aviation Administration reauthorization bill. Witnesses included Susan Kurland, 
DOT Assistant Secretary for Aviation and International Affairs, as well representatives from Airlines 
for America, American Association of Airport Executives, General Aviation Manufacturers 
Association, National Business Aviation Association, and AFL-CIO. 

Hearing: DHS Vacancies. On December 12, the House Committee on Homeland Security held a 
hearing entitled, "Help Wanted at DHS: Implications of Leadership Vacancies on the Mission and 
Morale." Witnesses included Tom Ridge, Former Secretary of DHS, as well as representatives from 
GAO, Partnership for Public Service, and The National Treasury Employees Union. 

Speech: Aviation Authorization. On December 11, House Transportation and Infrastructure 
Committee Chairman Bill Shuster spoke to the International Aviation Club of Washington, DC on the 
next aviation reauthorization that expires at the end of fiscal year 2015. Chairman Shuster called on 
aviation stakeholders and lawmakers to propose new ideas and emphasized the need for collaboration 
among views in order to successfully pass the next aviation authorization bill. Among his priorities 
are reviewing Europe and Israel's models of airport security, ensuring that the FAA is prepared to 
implement the NextGen air traffic control system; and examining European aircraft certification 
methods in order to improve American certification. 
Senate 

Markup: DHS Deputy Nomination. On Wednesday, December II, the Senate Homeland Security 
and Governmental Affairs Committee voted to approve the nomination of Alejandro Mayorkas to be 
Deputy Secretary at the Department of Homeland Security. Each of the Committee Democrats voted 
for the nomination, while the Republicans voted "present." The nomination will now go to the full 
Senate for a future vote. . 

Department of Transportation 

Announced Departures. Last week, two senior DOT appointees announced that they soon will be 
leaving their current positions: 

• Deputy Secretary John Porcari announced he will be leaving by December 31, as he will be 
joining Parsons Brinkerhoff. Secretary Foxx announced that Federal Highway Administrator 
Victor Mendez will be Acting Deputy Secretary until the President nominates a replacement. 

• NHTSA Administrator David Strickland announced that he will be leaving at some 
undetermined date. 

Federal Communications Commission 

Vote: Cell Phones on Planes. On Thursday, December 12, the Federal Communications Commission 
(FCC) voted 3-2 to ease rules on using phones for voice, text, and e-mail during commercial flights. 
That same day, DOT announced a review of phone policies on commercial flights. DOT will review 
the policies and request comments from stakeholders and the public. 

This Week 
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Floor Debate: DHS Secretary. On Monday, December 16, the Senate will debate and vote on the 
nomination of Jeh Johnson to be the next Secretary for the Department of Homeland Security. 

Floor Debate: Balanced Budget Act. As noted above, the Senate will begin debate on the Balanced 
Budget Act on Tuesday, December 12. Once the Senate completes action on the bill, the Senate will 
adjourn for the year. 

The House has adjourned for the year and will return for the Second Session of the 113'h Congress on 
January 7, 2014. 

### 



 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

This page intentionally blank 

96



97

SR: 14-014 Attachment 2 

December 6, 2013 

TO: Director Greg Harper, President, and 
Members of the Board 

David J. Armijo, General Manager 

Beverly Greene, Director, Community Relations & Legislative Affairs 

FR: Steve Wallauch 
Platinum Advisors 

RE: Legislative Update 

Budget News: Urging careful consideration by the Legislature before making new budgetary 
commitments, the Legislative Analyst released his fiscal forecast . The forecast assumes the 
continued growth in the economy as well as maintaining the State's current policies. Should the 
State's economy continue as expected, California would end 2014-15 with a $5.6 billion 
reserve. 

The revenue gains projected by the LAO are largely from increased personal income tax 
revenue, which includes volatile capital gains tax revenue. An alarming statistic in the LAO's 
report is personal income tax revenues will comprise 66.3% of all general fund revenue in 2014-
15. The LAO points out that despite what appear to be strong numbers now, an economic 
downturn could immediately reverse the improving financial picture. 

• 2012-13- The LAO estimates that last fiscal year closed with $1.65 billion more revenue 
than originally estimated. This bump is due primarily to higher income tax collections 
compared to the Budget Act. Because of the way the Proposition 98 guarantee was 
calculated, $1.75 billion additional would go to schools leaving a $234 million reserve. 
The Budget Act assumed a $254 million reserve. 

• 2013-14- The Budget Act assumes a $1.1 billion reserve, which the LAO believes, has 
increased to $2.4 billion. Higher capital gains pushed income tax revenue up $4.7 
billion. Prop 98 will take $3.1 billion of this jump, and other spending will consume 
about $300 million. 

1 
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• 2014-15- As compared to the Budget Act forecast, the LAO is now forecasting $5.8 
billion in higher revenue, $3.3 billion in higher prop 98 spending, and $1.5 billion in 
other spending on obligations such as debt service, health, and human services. This 
would leave an operating surplus of $3.2 billion. 

Given the volatility of income taxes, the still shaky economy, and the eventual end Prop 30 tax 
hikes, the LAO recommends building an $8 billion reserve by 2016-17. The LAO also encourages 
prioritizing expenditures toward unfunded retirement liabilities, paying off debt to schools and 
community colleges, using funds toward inflationary increases of existing programs, and using a 
small amount of the surplus toward new programs. The additional sales tax coming into the 
State as a result of Proposition 30 expires at the end of 2016 and the additional personal 
income tax sunsets at the end of 2018. Governor Brown stated his approval of the LAO's 
suggestions to build a reserve and pay down debt. 

ZBus: CARB is revisiting its Zero Emission Bus (ZBus) program regulations. They have held two 
workshops so far and more are on the way. In addition to these workshops, CARB staff is 
meeting with operators and bus manufactures to explore regulatory changes need to take the 
next steps in the development and commercialization of zero emission buses, which includes 
both battery electric and fuel cell buses. In addition, CARB is examining the possibility of 
expanding the ZBus program to include medium and smaller operators. 

Since the existing requirement for large operators to start purchasing zero emission buses is on 
hold, CARB staff will be drafting amendments to the ZBus regulations that will likely focus on 
further research and development of zero emission buses, and the eventual phase in of the 
these vehicles. Regulatory changes being considered also include using a calculation of zero 
emission miles traveled by operators, such as the use of hybrid vehicles, as a means of phasing 
in the ZBus goals. 

Another workshop will likely be set for late April or early May. At this workshop CARB staff 
anticipates releasing draft regulatory changes. This will be followed by an informational update 
to the Board in May, a series of workshops next summer, and taking the ZBus amendments to 
the Board for adoption in December of 2014. 

Transportation Funding: The California Alliance for Jobs and Transportation California 
submitted an initiative proposal aimed at creating a new funding program for transportation 
projects in California. Title and summary of the proposed initiative is expected to be completed 
by January 101

h. This initiative would be placed on the November 2014 ballot; however, the 
sponsors have not made any decisions on whether to move forward with signature gathering. 
They submitted this proposal in order to keep their options open. 

The California Road Repair Act would phase in a 1% fee based on the value of each vehicle 
registered in California. The fee would not apply to commercial trucks over 10,000 pounds jf 
the excise tax on diesel fuel is increased by at least 3 cents per gallon by July 1, 2016. 

2 
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The 1% fee would be phased in over four years at which point it is estimated to generate $2.9 
billion annually. In addition, the revenue cannot be used make any interest or principle 
payments on bonds, therefore it creates a pay as you go program. As specified in the 
Coalition's press release, the revenue would be allocated as follows. 

• 25% of all new revenue to all cities in California distributed on a formula allocation 
based on population for local street and road projects. 

• 25% of all new revenue to all counties in California based on a formula allocation equal 
to 75% of fee-paying vehicle and 25% road miles for local street and road projects. 

• 40% of all new revenue for maintenance and rehabilitation of the State Highway 
System. Half of these funds would be programmed for projects based on the North
South split formula, where 60% is allocated to Southern California projects, and 40% to 
Northern California projects. The remaining 50% would be programed for projects 
based on the "highest need" statewide. 

• 10% of all new revenue to public transit operators for system maintenance, 
rehabilitation and vehicle replacement. The funds cannot be used for operations, and 
the revenue would be allocated based on the current State Transit Assistance Program 

formula. 

Legal for Now: Sacramento Superior Court has rejected two lawsuits challenging the legality of 
California's Cap & Trade auction. The lawsuits filed by the California Chamber of Commerce 
and Morning Star Packaging Company claimed AB 32 did not authorize CARB to collect auction 
revenues in excess of the cost to administer AB 32 programs, and the auction is an illegal tax 
because AB 32 was not approved by a 2/3 vote ofthe Legislature. The Court found that CARB 
does have the authority to auction emission allowances and it is not an illegal tax that violates 
Prop 13. Needless to say CaiChamber plans to appeal this decision, so the saga of whether Cap 
& Trade funds will flow continues. 

However, the findings in this case may put pressure on the state to repay the $500 million in 
cap & trade auction revenue loaned to the general fund in the 2013-14 budget, and appropriate 
cap & trade funds to AB 32 programs. To determine if it is a fee and not a tax, the Court opined 
that the auction revenue must be used to regulate and further the goals of AB 32, and not be 
used as a revenue raising effort. If the state does not repay the loan and use the funds to 
further AB 32 then the Appeal Court may reconsider whether it is a regulatory fee. As for 
determining the nexus on how the auction revenue is used, the Superior Court found that "all 
that is required is a reasonable relationship between the charges and the covered entities' 
responsibility for the harmful effects of GHG emissions." The appeal will likely challenge 
whether this is too broad of a test. 
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2013 Federal Advocacy Program 

Funding 

• FY 2012 Grant Opportunities- Secure federal funds for key capital projects and 
support funding for 2013 Project Priorities for: 

o East Bay BRT Improvements within the Small Starts Program and other 
programs 

o AC Transit's Intelligent Transportation and Communication System upgrades 

o Bus lifting equipment program 

o Rehabilitation of aging facilities 

• Advocate for supplemental funding through the Federal Transit Administration to 
offset rising operating costs without jeopardizing total funding available for capital 
projects. 

• Support funding for the Transbay Terminal. 

• Support/seek additional funding for lifeline services including, but not limited to 
services for access to work, school or medical facilities. 

• Support efforts to rescind the planned across-the-board cuts to all federal programs, 
called "Sequestration," as enacted under the Budget Control Act of 2011 . Such cuts 
would reduce funding for the Small Starts Program, which could impact the East Bay 
BRT project schedule. 

Transportation Authorization Principles 

• Support efforts to increase the gas tax or to increase other revenues to replen ish 
and sustain long-term growth of the Highway Trust Fund/Mass Transit Account. 

• Support transportation authorization reform that emphasizes greater funding levels 
to urban mass transit systems, and oppose efforts to reduce spending on transit 
formula programs. 

• Support FTA and Congressional efforts to make State of Good Repair for transit bus 
systems a strategic priority. 

P age ll 
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• Support broad funding eligibility for BRT projects in federal transit programs, 
including New Starts and Small Starts programs, 

• Seek revisions to the Metropolitan Planning Organization (MPO) grandfather clause 
that supports the direct representation of transit properties on local transportation 
policy boards. 

Other Advocacy 

• Advocate for transit-supportive legislation that mitigates global warming and/or calls 
for environmental stewardship and related funding. 

• Support funding and coordination between Health and Human Service (HHS) 
agencies and other transportation agencies to provide services to HHS clients. 

• Support modal parity in the commute tax benefits. 

• Support legislation that relieves the fiscal burden of mandatory regulations. 

Pagel2 
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2013 State Advocacy Program 

Funding 

• Support efforts to implement the Moving Ahead for Progress in the 21st Century Act 
(MAP-21) that at least maintains funding level for mass transit projects and programs 
for bus operators in the Bay Area . 

• Support the development and implementation of an expenditure plan for AB 32 cap and 
trade revenue that provides an equitable investment in mass transit capital 
improvements, operations, and infill/transit oriented development. 

• Support efforts that create new sources of operating funds with equitable distribution to 
reflect urban transit needs. 

• Support efforts to sustain existing transit revenues. 

• Support efforts that would exempt public transit providers from state sales tax. 

• Support efforts to provide funding for lifeline services including, but not limited to, 
services for access to work, school or medical facilities. 

• Support local ability to increase fees and gas taxes to be used for local mass transit 
purposes. 

• Support legislation and programs that would provide funding for global warming 
initiatives, clean air and clean fuels and that support implementation of AC Transit's 
Climate Action Plan. 

• Seek funding for East Bay Bus Rapid Transit. 

• Support congestion pricing strategies and legislation that provide an equitable multi
modal distribution of generated revenues. 

• Support legislative or administrative action to remove State barriers so that Medicaid 
transportation funds can be used for public transit services, including ADA paratransit 
services. 

• Support funding and coordination between Health and Human Service (HHS) agencies 
and other transportation agencies to provide services to HHS clients. 

Page ll 



104

• Support legislation and programs that would provide funding for employee benefits 
programs. 

• Support funding initiatives that relieve the fiscal burden of mandatory regulations. 

Equipment and Operations 

• Support legislation or administrative action that would direct Caltrans to establish and 
maintain HOV lanes on state highway routes and to improve existing HOV lane 
management to maximize throughput. 

• Support incentives to provide bus contra flow lanes on the San Francisco-Oakland Bay 
Bridge to/from the Transbay Terminal. 

• Support legislation to exempt public transit vehicles from state and local truck route 
ordinances. 

• Support legislation or administrative action that would direct Caltrans to permit 
permanent use of freeway shoulders by public transit buses. 

Transit Incentives 

• Support legislation to provide incentives for employees and employers to use public 
transportation to commute to work, including tax credits for purchasing transit passes. 

• Support Clean Air Initiatives that encourage increased public transit use. 

• Support incentives that would give auto insurance credits to heavy transit users. 

• Support common fare programs between Bay Area systems. 

• Support legislation to provide incentives for local governments and developers to 
incorporate transit passes into the cost of housing. 

Environment and Transit Supportive Land Use 

• Support efforts that provide a new form of tax increment financing that promotes 
economic investment through transit oriented development, and requires the approval 
of all affected taxing entities. 

• Advocate for transit-supportive legislation that addresses climate change, healthy 
communities and environments. 

Page 12 
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• Foster transit supportive land use initiatives that require coordination with transit 
providers in the initial stages of local planning or project development that impacts 
transit, including density level decisions or transit oriented developments (TODs); and 
advocate for the required use of: 

o Transit streets agreements, and 

o Complete streets plans in which local transportation plans anticipate use of all 
modes. 

• Support legislation that requires reporting of Vehicle Miles Traveled (VMT) annually 
through DMV renewal. 

Policy Interests 

• Support simple majority vote for local transportation ballot tax initiatives. 

• Support legislation to allow District to ban persons for specified offenses from entering 
district property. 

• Seek revisions to the Metropolitan Planning Organization (MPO) grandfather clause 
that supports direct representation of transit properties on local transportation policy 
boards. 

• Redefine agency as Rapid Transit District. 

• Support legislation for STA formula reform that includes federal operating funding as 
eligible revenue. 

• Support efforts that maintain existing Workers' Compensation regulation. 
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