MTA BOARD MEETING

February 5, 2003

SUBJECT:    ACTIONS REQUIRED TO ADDRESS STATE GENERAL FUND DEFICIT IMPACTS ON TRANSPORTATION FUNDING FOR LOS ANGELES COUNTY AND MTA 

ACTION:
ADOPT WORKING PRIORITIES FOR REGIONAL TRANSPORTATION IMPROVEMENTS; APPROVE STATE TRANSPORTATION IMPROVEMENT PROGRAM AMENDMENT REQUEST; AND ADOPT STATE LEGISLATIVE POSITIONS ON REVENUE INCREASES

RECOMMENDATION

A. Adopt working priorities and priority-setting criteria shown in Attachment A for highway, existing Call for Projects, and transit projects.

B. Approve a State Transportation Improvement Program (STIP) amendment request as proposed in Attachment B.

C. Adopt state legislative positions that include transportation revenue increases in Attachment C.

ISSUE

The State Budget is expected to experience a General Fund deficit of as high as $34 billion by next year, unless the State Legislature takes corrective action.  Such corrective action, including that which the Governor has proposed, is anticipated to negatively impact transportation funding for Los Angeles County.  The MTA needs to proceed with an action plan to respond to the transportation funding challenges facing Los Angeles County.  
POLICY IMPLICATIONS

The working priorities and priority-setting criteria shown in Attachment A for highway, existing Call for Projects, and transit projects will guide the MTA in making near-term programming decisions about allocation, obligation, and expenditure of state, federal and local funds in Los Angeles County.  With these working priorities, Los Angeles County and the MTA will also be better prepared to respond to Sacramento decisions that would be made to address the severely constrained funding environment.   

The STIP amendment request shown in Attachment B changes the type of funding programmed for three high-priority regional transit projects from Traffic Congestion Relief Program (TCRP) funds to Regional Improvement Program funds.  We have determined that this is the only path forward for these projects, given the Governor’s pending budget proposals and associated California Transportation Commission (CTC) policy actions.

The recommended state legislative positions instruct Los Angeles County and MTA advocates to seek additional transportation revenues to backfill the tremendous potential loss of funds from the TCRP.  As a first priority, the proposed MTA legislative position is targeted towards protecting the TCRP, but it also seeks to pursue new fuel taxes to augment and/or backfill the potential loss of TCRP or other transportation funding.  

OPTIONS/ALTERNATIVES CONSIDERED

There are no options to the recommended priority-setting action, as the CTC has instructed Regional Transportation Planning Agencies statewide to immediately prepare working priorities for use in a severely constrained funding environment.

There are no options to the STIP amendment request that would enable the MTA to keep high-priority regional transit improvements on schedule.  The high-priority projects requiring immediate action are bus fleet improvements related to the Consent Decree, the Los Angeles Eastside Light Rail Transit (LRT) project, and the San Fernando Valley East-West Bus Rapid Transitway project.  Awarding a pending MTA bus fleet improvement contract will assist the MTA in meeting Consent Decree obligations.  The MTA bus fleet contract award is pending CTC approval of the proposed STIP amendment.  

For the Los Angeles Eastside LRT project, the proposed STIP amendment is necessary to meet the Federal Transit Administration’s (FTA) Full Funding Grant Agreement financial criteria.  The FTA finds TCRP funding to be an unacceptable risk for the LA Eastside LRT Full Funding Grant Agreement given the State’s General Fund deficit.  Approval of the STIP amendment will resolve this issue for the FTA.    

The San Fernando Valley East-West Bus Rapid Transitway project is delayed one day for every day the proposed STIP amendment is not approved by the CTC.  The MTA is seeking to protect a very favorable construction bid and avoid added costs by keeping this project on schedule.  The MTA’s February 5, 2003 approval is necessary in order to place this STIP Amendment on the CTC’s February 28, 2003 agenda for their concurrence.   

As an option, the MTA State Legislative Program could omit a call for new transportation revenues.  However, given the tremendous size of the State General Fund deficit and the likely impact of that deficit on the Traffic Congestion Relief Program, the MTA would be remiss if it did not call for new transportation revenues.  Without new transportation revenues, the planned Regional Transportation Improvement Program for Los Angeles County would be severely disrupted.  In fact, the MTA estimates that as much as a quarter of the $6.5 billion in programmed regional transportation capital improvements shown in Attachment A may have to be deferred to beyond FY 2009. 

FINANCIAL IMPACT

The state financial situation continues to unfold in Sacramento, and solutions are being developed and discussed statewide.  Staff will continue to assess the exact financial impacts to Los Angeles County and to develop short-term and longer-term strategies needed to address those potentially enormous impacts.

For now, the working priorities will enable the MTA to secure an unknown, but significant amount of funds that remain available from the State and Federal governments.  The priorities also will help prevent local funds from being expended on lower priority transportation projects at the expense of higher priority projects.  The recommended STIP amendment would strategically redirect a total of $317 million of Regional Improvement Program funds to three high-priority regional transit projects.  

Supporting legislative positions such as the imposition of additional gas taxes would help yield needed significant revenues.  A one-cent gas tax imposed at the state level would generate approximately $25 million per year for Los Angeles County, following current SB 45 formulas.  A one-cent gas tax imposed at the county level would generate approximately $40 million for Los Angeles County.

BACKGROUND


Staff has continued to keep the Board of Directors apprised of the State General Fund deficit situation and its potential impact on transportation funding for Los Angeles County.  Attachment D is a copy of a previous MTA Board box item that provides much of the available background information that staff has presented on the State General Fund deficit and its impact.

NEXT STEPS

The next step would be to implement the action plan according to the schedule below:

· CTC approval of requested STIP amendment 
February 2003

· State Budget adoption




Summer 2003

· Eastside Full Funding Grant Agreement executed
August 2003

· CTC Adoption of 2004 STIP  


March 2004

ATTACHMENTS

A. Working Priorities and Priority Setting Criteria
Funding Priority Worksheet Attachment
B. Summary of STIP Amendment RequestState Legislative Positions
      C.  MTA Board Box Item on State General Fund Deficit
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