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 Government Relations  
 
 
August 26, 2008 
 
TO: H. E. Christian Peeples, President, and  

Members of the Board 
 

Jim Gleich, DGM, External Affairs 
 
FR: Suter, Wallauch, Corbett & Associates 
 
RE: Legislative Update           
 
Nothing happened today on the budget!  The Assembly and Senate both held Floor 
Sessions yesterday.  The Assembly thought better of its late-session "vacation" that was 
announced on Friday, and a revised schedule was released Monday afternoon.  The 
Assembly will meet this week after all with session scheduled for Wednesday, Thursday, 
and Friday.  
  
With the Assembly was out today, the Senate convened at 10:00 a.m and worked the 
Third Reading File for a couple hours and adjourned.  Absent any budget news, it was 
unusually slow for the end of session. 
 
Exceptions to the Gauntlet tossing:  The Governor sent a short note to Speaker Bass and 
Pro Tem Perata reminding them that the deadline to place items on the November ballot 
is upon us – no date was specified.  Although he vowed to veto any bill sent to his desk 
before a budget, there are, well, exactly four things he would sign without a budget.  
They include revisions to the high speed rail bond, changes needed to securitize lottery 
revenue, budget reforms, and a water bond.  AB 3034, which makes changes to the High 
Speed Rail Bond, is in enrollment and is the only item that can be sent to his office 
immediately.  The rest won’t move unless there is a budget agreement. 
 
Negotiating with themselves:  The Democrats’ “compromise” that failed passage last 
week was one arrived at within their own caucus, as Republicans have not put anything 
on the table except ACA 19, which was soundly defeated.  Here’s the gist of the 
compromise: 
 

• Assembly Ds agree to drop two of the tax proposals most despised by Rs—
indexing tax rates for upper and upper-middle income taxpayers and lowering of 
the tax credit for kids.  Other Personal Income Tax proposals remain in their plan. 

 
• The two main policy inclusions will be a reserve fund and a version of the Gov’s 

lottery scam. 
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• The reserve fund provision is built on the LAO’s recommendations to improve the 
Prop 58 spending cap (“The Gann Limit”).  Ten percent of the state’s General 
Fund would be placed in a reserve account, with stricter rules for expenditure of 
the reserve, and specific rules about where the funds can be directed. 

 
• Provisions affecting Prop 58 must go to the ballot in November, or more likely a 

special election at some point in time, since the print deadline for the November 
ballot will be a real deadline at some point soon.   

 
• The Assembly Democratic lottery plan is to securitize borrowing from future 

Lottery revenues, and borrow $10 billion rather than the Gov’s proposed $15 
billion. 

 

The Gov’s Compromise:  The Governor held a press conference last Wednesday to 
propose his own budget compromise.  The proposal rehashes prior ideas and includes 
cutting spending in the Budget Conference Report by $2 billion, increasing the sales tax 
by 1% for three years and then reducing it by 1 ¼ % permanently, creating a new rainy 
day fund, authorizing the Governor to make up to $3 billion in mid-year cuts subject to 
legislative approval, and an economic stimulus package.  The Governor also proposed to 
take about $200 million a year from redevelopment agencies for the next three years.  
The redevelopment take is outside the protections of Prop 1A and would be accomplished 
by increasing the statutory pass through for schools. 

The $2 billion in new cuts includes:  
• Extending the 10 percent rate reduction to Medi-Cal fee-for-service 

and Medi-Cal managed care providers/programs through March 1, 
2009 ($505.4 million General Fund).  

• An unnamed $50 million in cuts to health and human services 
programs. These are likely reductions to county administration of 
health and human services programs. 

• Suspension of the July CalWORKs COLA ($111 million).  
• Withhold the January 2009 federal Supplemental Security Income 

COLA ($108.8 million).  
• Permanently suspend the June State Supplementary Payment (SSP) 

COLA until October ($198.3 million).  
• Suspend the June 2009 SSP COLA ($48.9 million).  
• Reduces public transit operating funds from $559 million to $306 

million 
 
Sales Tax Proposal:  It should be noted that the Gov’s proposed increase in the sales tax 
would not apply to fuel sales, and thus would not benefit Prop 42 funding.  The fuel 
exemption is due to the record high gas prices, but the subsequent 1¼ % reduction in 
three years applies to all sales, including fuel.  If implemented that extra ¼ % reduction 
will impact Prop 42 revenue. 
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Public Transportation Account:   
The Assembly Dems plan:  While not in print, the Democrats revised budget proposal that 
was debated on August 17th takes another $100 million from public transit.  In addition 
the spillover revenue estimate is increased by $250 million, but needless to say the entire 
amount is transferred to the general fund.   
 
The PTA cut would reduce State Transit Assistance by $36 million.  This lowers STA 
funds from $559 million to $517 million.  The balance of the cut, $64 million, is taken 
from the capital side of the PTA.  The loss of capital funds will force a loan from other 
transportation accounts in order to keep the PTA capital program solvent. 
 
The PTA cut and the diversion of spillover funds is essentially used to reinstate funding 
for the following items: city booking fee subventions ($31.5 million), rural sheriff grant 
program ($16.7 million), the methamphetamine enforcement program ($10 million), 
eliminating the fee for using the services of the state’s forensic lab ($32 million), and 
restoring $260 million is cuts to the corrections budget.   
 
The Guv’s plan:  The Gov’s compromise simply reverts to his May Revise proposal of 
appropriating only $306 million for STA.  The Governor also sweeps the spillover 
growth into the general fund.  In their world this is not seen as a cut to public transit. 
 
Prop 1B:  Both budget proposals continue to appropriate $350 million in Prop 1B transit 
capital funds for the 2008-09 fiscal year, and $101 million for transit security funds. 
 
Prop 42:  Both budget proposals so far do not propose to suspend the allocation of Prop 
42 funds. 
 
 

LEGISLATION 
 
The legislative session is schedule to end on August 31st.  However, the with no budget 
agreement in sight, session may stretch beyond that deadline, where the legislature may 
only consider measures with urgency clauses.  Or, they may close shop and go into 
special session.  With the Governor’s threat to veto any bill sent to him before a budget is 
enacted, all bills approved by the Legislature are being held in “enrollment.”  Those bills 
may start to trickle to his desk this week now that the Governor has 30 days to sign or 
veto legislation. 
 
Bill Topic Status Client-Position 
AB 117 (Beall) 
A-07/07/2008 

Transportation 
authorities and 
districts: contracts. 

Approved by 
Legislature –In 
Enrollment 

AC Transit-Support 

 
NOTE: AB 117 has been approved by the Legislature and is 
pending in enrollment.  This bill increases the minimum value for 
which the Santa Clara VTA, AC Transit, SAMTRANS, and 
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Golden Gate Transit must award bids to the lowest responsible 
bidder from $25,000 to $100,000.   
 
An agreement was reached with building trade groups limiting the 
use of the contracting authority to purchases other than 
construction material.  The clarifying language that was added 
does not apply to AC Transit because AC’s language continues to 
require bidding on all construction contracts over $10,000.   

  
AB 981 (Leno) 
A-08/06/2008 

Treasure Island 
Transportation 
Management Act 

08/22/2008-Read 
third time, passed, 
and to Assembly. 
(Ayes 21. Noes 15.) 
(08/22/2008-A 
ASSEMBLY) 

AC Transit-Support 

 

NOTE:  AB 981 is back in the Assembly for concurrence.  This 
bill creates the Treasure Island Transportation Management Act, 
which authorizes San Francisco to implement a congestion pricing 
program parking fees on Treasure Island. 
 
The purpose of this bill to establish a system that discourages the 
use of vehicles on the Island, by imposing congestion pricing fees 
to enter of exit the Island during peak periods.  However, high 
occupancy vehicles would be free.  The revenue would be used to 
fund transit service to and from, as well as on, the Island. 

  
AB 1221 (Ma) 
A-08/14/2008 

Transit village 
developments: 
infrastructure 
financing. 

08/20/2008-Read 
third time, passed, 
and to Assembly. 
(Ayes 21. Noes 14.) 
(08/20/2008-A 
ASSEMBLY) 

AC Transit-Support 

  

NOTE: AB 1221 is back in the Assembly for a concurrence vote 
on Senate amendments.  This bill would allow a city or a county to 
create an Infrastructure Financing District for the purpose of 
financing the transit oriented development projects.   
 
Similar to Redevelopment Project Areas, IFDs would dedicate the 
incremental growth in property tax values to transit improvements, 
and AB 1221 would also require the local agency to dedicate 20% 
of the increment to low income housing projects within the district. 
The bill does not alter the existing exemption for school districts, 
and the local agency must negotiate with the other taxing 
jurisdictions before their share, if any, is dedicated to the IFD.  
Creation of an IFD must also be approved by a 2/3 vote of the 
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residents within the proposed district. 
  
AB 2466 (Laird) 
E-08/21/2008 

Local government 
energy producers. 

Approved by 
Legislature –In 
Enrollment 

AC Transit-Support 

 

NOTE:  AB 2466 would allow a local government to receive a 
credit on its bill for electricity it has consumed at one or more sites 
for electricity it has generated and supplied to the grid at one or 
more renewable generating facilities by establishing a "benefiting 
account." 
 

  
AB 2558 (Feuer) 
A-08/19/2008 

Los Angeles County 
Metropolitan 
Transportation 
Authority: 
Metropolitan 
Transportation 
Commission: climate 
change mitigation 
and adaptation fee. 

08/19/2008-Read 
second time, 
amended, and to third 
reading. (08/19/2008-
S THIRD 
READING) 

AC Transit-Watch 

  

NOTE: AB 2558 remains on the Senate Floor, and it will not move 
forward this year.  Opposition from Cal-EPA and statewide 
transportation groups have eroded support and raised the 
likelihood of a Governor’s veto. 
 
The is also growing interest in legislation next year to impose a 
statewide fuel fee for highway preservation projects and for 
transportation projects that reduce greenhouse gas emissions.   
 
As approved by the Senate Appropriations Committee, AB 2558 
was amended to allow any regional or countywide transportation 
planning entity to seek voter approval to impose a regional 
“climate protection and system preservation fee.”  The fee can be 
either a per gallon fuel fee that cannot exceed 3 percent of the 
retail price of fuel, or per vehicle fee which cannot exceed $90 per 
vehicle. 
 
The revenue generated must be used for the following purposes: 
Cost effective greenhouse gas reduction projects associated with 
the operation of motor vehicles. 
Bicycling and walking infrastructure. 
Capital or operating costs of public transit systems. 
Operational efficiency projects on state or local roadways that do 
not physically expand the system. 
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Maintenance and rehabilitation of local streets and roads, the state 
highway system, sidewalks, or bicycle lanes. 
 
The current version of the bill also requires a 95% return to source 
in the allocation of the revenue. 
 

 
 
AB 3021 (Nava) 
A-06/16/2008 

California 
Transportation 
Financing Authority. 

06/30/2008-From 
committee: Amend, 
do pass as amended, 
and re-refer to Com. 
on APPR. (Ayes 8. 
Noes 1.) . 
(06/30/2008-S 
SECOND 
READING) 

AC Transit-Watch 

  

NOTE:.  AB 3021 failed passage on the Senate Floor.  The Bill 
was granted reconsideration and recent amendments should 
address the primary concerns regarding imposing tolls on a local 
streets or roads. 
 
This bill would create the California Transportation Financing 
Authority (CTFA).  The purpose of the Authority is to establish a 
source for local agencies to publicly finance toll projects and other 
transportation projects.  AB 3021 is sponsored by the State 
Treasure’s Office.   

 
SB 53 (Ducheny) 
A-08/14/2008 

Department of 
Railroads 

08/22/2008-Read 
second time. To third 
reading. (08/22/2008-A 
THIRD READING) 

AC Transit-Watch 

  

NOTE: As amended, SB 53 directs the California Research Bureau 
to study and make recommendations to the Legislature on ways to 
improve state oversight of rail transportation including 
consolidation of oversight into one state entity.  The goal of this 
bill is to determine if all rail related functions should be 
consolidated under a single department. 

  
SB 375 (Steinberg) 
A-03/24/2008 

Transportation 
planning: travel 
demand models: 
sustainable 
communities 
strategy: 

01/28/2008-From 
committee with 
author's amendments. 
Read second time. 
Amended. Re-
referred to Com. on 

AC Transit-Support 
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environmental 
review. 

APPR. (03/24/2008-
A APPR.) 

  

NOTE: SB 375 is pending on the Assembly Floor.  This bill would 
require new guidelines for transportation models, provides some 
flexibility in the CEQA process, and require a new planning 
document, called a sustainable communities strategy, to be 
incorporated into the regional transportation plan (RTP).   

  
SB 840 (Kuehl) 
A-08/11/2008 

Single-payer health 
care coverage. 

08/12/2008-Read 
second time. To third 
reading. (08/12/2008-
A THIRD 
READING) 

AC Transit-Support 

 

NOTE:  SB 840 is currently pending on the Assembly Floor.  If 
approved this week the measure will move back to the Senate for a 
concurrence vote before being sent to the Governor’s desk.   
 
This bill creates the California Healthcare System (CHS), a single 
payer health care system, administered by the California 
Healthcare Agency, to provide health insurance coverage to all 
California residents.  The CHS will become operative when the 
Secretary of Health and Human Services determines the 
Healthcare Fund will have sufficient revenues to fund the costs to 
implement this bill. 

  
SB 974 (Lowenthal) 
A-09/05/2007 

Ports: congestion 
relief: air pollution 
mitigation: regulatory 
fee. 

Approved by 
Legislature –In 
Enrollment 

AC Transit-Watch 

  

NOTE: SB 974 was approved by the Senate and it is currently 
sitting in enrollment.   
 
This bill would impose a $30 fee on every container processed at 
the Ports of Oakland, LA, and Long Beach.  The revenue would be 
used for air quality improvements and grade separation projects.   
 
Amendments taken on July 14th address the concerns of the Port of 
Oakland, and outline a process on the Port of Oakland and the 
Executive Director of MTC craft and adopt an expenditure plan. 

SB 1731 (Yee) 
E-08/15/2008 

Vehicles: fees: 
Metropolitan 
Transportation 
Commission: 
congestion 
mitigation. 

Approved by 
Legislature –In 
Enrollment 

AC Transit-Watch 
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NOTE: SB 1731 was approved by the Legislature and is heading 
to the Governor’s desk.   
 
This bill would authorize MTC to impose a new $1 vehicle 
registration fee for the purpose of implementing congestion 
mitigation strategies.  The bill does not require voter approval of 
this fee. 
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