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As mentioned in yesterday’s Legislative Brief, the State Legislature is debating both the proposals related to a spending cap and the proposals related to deficit recovery bonds.  This brief will outline in more detail the impacts of those proposals to transportation funds.

Spending Cap

Three proposed spending caps have been introduced in the Fifth Special Session of the Legislature. They are ACA 5x 1 (Richman, Canciamilla et.al) ACA 5x 2 (Campbell) and ACA 5x 4 (Keene) which is the version proposed by Governor Schwarzenegger.  There are numerous policy issues being considered by the Legislature as they debate the various cap proposals.  Generally speaking, the issues concern the various ways in which the cap is calculated and which expenditures are included in the cap.  This brief will outline the way in which these proposals address transportation funds.

ACA 5x 1 is a bipartisan proposal and is the only proposal which specifically exempts both State Highway Account (SHA) and Proposition 42 funds from the spending cap.  Transportation interests in the state generally favor this proposal’s treatment of transportation funds and are expected to urge the Legislature to include the exemptions of ACA 5x 1 in whatever version of a cap moves forward.  

By way of background, Proposition 42 is the initiative that effectively made the Traffic Congestion Relief Program (Proposition 42) a part of the State Constitution.  The TCRP transferred the sales tax from gasoline sales to a special fund and required that those funds be allocated to a specified list of projects ($678 million a year through 2007-8) and then the balance through what is called the 40/40/20 split.  That split allocates 40% of the funds to the State Transportation Improvement Program (STIP), 40% to cities and counties for street and road repair, and 20% to the Public Transportation Account (PTA).  Prop 42 also allowed the Legislature to suspend the allocations upon proclamation by the Governor and a two-thirds vote of the Legislature.

ACA 5x 4 does not clearly exempt both SHA and Prop 42 funds. However this measure is currently being interpreted as not applying to those funds.  ACA 5x 4 could be amended to include the exemption language from ACA 5x 1.  

ACA 5x 2 is more troublesome in that it clearly includes special funds such as the SHA and Prop 42 in calculations of the cap.   The concern with this proposal is that the state could spend up to a calculated cap before any transportation expenditures are made thereby preventing expenditures for transportation projects.  

Bonds

Governor Schwarzenegger is proposing a $15 billion bond measure to finance the state deficit.  Transportation interests have begun to argue that the state has currently borrowed over $2 billion in transportation funds and that if bonds are to be issued, the final amount should include funds to repay the transportation loans.  This will allow for stimulation of the economy and the retiring of a specific portion of the state debt.  At this point there are two similar bond proposals in the Legislature ACA 5x 2 (Keene) and SCA 5x 2 (Ashburn).

For the balance of this week, it is anticipated that the Legislature will continue discussions on the cap and bond proposals in committee.  Today, the Senate was scheduled to consider the mid-year spending reductions.  However, as mentioned in yesterday’s Legislative Brief, these discussions have been suspended while the Legislature considers the cap and bond proposals.  

Government Relations staff have been working with other state transportation interests in support of these proposals.  The proposals related to the cap and bonds are consistent with the MTA Legislative Program in that they promote the long-term preservation of Prop 42 and SHA funds.  

If you have any questions, please feel free to contact Michael Turner at (213) 922-2122 or Kimberly Yu at (213) 922-4145.
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