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	State Legislature Adopts Budget

Very early this morning, the Assembly and Senate approved a final budget agreement.  The Senate was able to obtain the necessary Republican votes in favor of the budget agreement.  After a series of negotiations, the final Republican vote came from Senator Abel Maldonado (R- Santa Maria). The Governor held a press conference this morning to announce his intention to sign the budget tomorrow.  We expect that Governor will exercise his blue-line item authority to make further reductions in the budget.  

The Budget Agreement announced this morning does not include a proposed 12 cent gas tax that had been originally negotiated by the “Big Five”.  The proposal was for a temporary 12-cent increase to the state excise tax or “gas tax.”  This is the per-gallon tax that consumers pay at the pump.  This 12-cent increase would have generated $1.8 billion per year.  The current state gas tax is 18 cents.  The budget agreement would have increased the state rate to 30 cents.  The Legislature made up for this loss by incorporating an increase to personal income tax.

Some key transportation related components of the budget include:

1. Severe cuts in public transit - The legislature is proposing a $459 million cut in the State Transit Assistance (STA) Program. This includes a cut of $153 million for the 3rd and 4th quarter allocations for the current fiscal year (08-09) and $306 million in savings for suspending the program in 2009-10.  We expect that the Governor will use his line-item veto authority to eliminate the remaining amount of STA funding for the current fiscal year.  In addition, the budget proposes to suspend the STA for another four fiscal years, essentially eliminating the State’s commitment to funding public transit for the near future. 
2. Proposition 42 – The legislature did not suspend Proposition 42, however this new budget agreement continues the practice of diverting Prop. 42 money to non-transportation purposes such as yellow school bus service, regional centers service and debt service payments for transportation-related bonds.

3. Traffic Congestion Relief Program – The budget diverts the loan repayment from the Tribal Gaming bonds for TCRP for the next two fiscal years. This could impact Metro projects such as the San Fernando Valley North /South project.

4. Design Build – The Legislature approved a budget bill that authorizes a local transportation entity to use design build on up to 5 five projects for local streets & roads, bridges, tunnels or public transit projects. Caltrans is authorized to use design build for up to 10 projects on the state highway system (highways, bridges or tunnels). The projects must be a part of the Proposition 1B, STIP, SHOPP or TCRP funding programs.  This new design build authority comes with a new approval process that involves Caltrans, CTC and BTH.

5. Public Private Partnerships – The Legislature authorized Caltrans and regional transportation agencies to enter into an unlimited number of public private partnership financing agreements between now and 2017.  This new authority also comes with oversight from Caltrans, CTC and BTH. 

6. Environmental Streamlining – The Legislature also adopted a bill that relaxes air quality standards for heavy duty construction equipment and makes limited changes to current law for permitting transportation projects.

Although the Legislature has approved the State budget, it is important to note that the budget solution relies on the passage of several ballot measures that must be approved in a May 15, 2009 special election. Some of those measures include the securitization of the California Lottery and spending caps on General Fund programs.
Metro staff is reviewing the details of the budget. Metro staff will inform the Board of any new developments with respect to the budget agreement.
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