Important Update Regarding Transportation Funding

Subject: Important Update Regarding Transportation Funding
From: Steve Samuelian <steve(@californiaconsulting.org>
Date: Mon, 22 Feb 2010 14:09:32 -0800

To: Carrol Terrazas <carrol@californiaconsulting.org>

The Legislature will NOT take up the transpcriation proposal today.

S22 attached the latest version (released tecday for the first time in print) the
newly propeosed pyopesal for transportation funding. Also, see attached MTC's

The Senate Demccrat proposal on the gas tax that was supposed to be voted on today
will instead be voted on later this week. The gas tax vroposal would cut $1.8
pillicn frem the state $19.9 billion budget deficit through June 2011, Tre
proposal replaces the sales tax on gasoline with an excise tax. The Democrat
leadership has enough votes to pass the majority vobe bill 8B 6 (8x) but the
Governor may have some issues with the gas tax proposal (hence the delay).
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M T TRANSPORTATION L0t Eighth Serect
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Scott Haggers Char February 19, 2010
Adrienne ], Tiguen viee &er - The Honorable Darrell Steinberg The Honorable Karen Bass
President Pro Tempore Speaker of the Assembly
us.Dommanaronse  California State Senate California State Assembly
B State Capitol, Room 205 State Capitol, Room 219
me b Sacramento, CA 95814 Sacramento, CA 95814

Cines of Aameds County

ciansmnt C - The Honorable John A. Pérez
Speaker-elect of the Assembly
oty s e California State Assembly
State Capitol, Room 3160
Gyt Comy oo Tonen - Sacramento, CA 95814

ops Comyma s Dear Senator Steinberg, Speaker Bass and Speaker-elect Pérez:

us oo The Metropolitan Transportation Commission (MTC), the regional transportation
Y plam_ling agency for the §an Ffancisco Bay Area, urges you to minimize the los§ to
Conmom G public transportation funding in the complex overhaul of the state’s transportation
amme w e URAING currently under consideration in Sacramento. While the Senate Democrats’
i eiopmen ommacen . PTOpOsed package improves upon the Governor’s proposal by retaining and increasing
~ the sales tax rate on diesel fuel, it nevertheless represents a cut of at least $1 billion in
sancosm i i State funding currently dedicated to public transit. As you prepare for a vote on this

o proposal next week, we urge you to make every effort to secure a final package that:
ue Lemnper
Cities of San Mateo County

* Provides a reasonable level of state funding dedicated to the Public

Fake Mackenzie

Somoma Countysnd Ciocs Transportation Account to help meet the state’s public transit needs and
_— obligations, including the State Transit Assistance (STA) Program,
Stn Francsco Meyor Appomze intercity rail and public transit bond debt service.
B S * Gives regional agencies the authority to place on the ballot for majority
S B aaporion vote approval a motor vehicle fuel mitigation fee to mitigate for
greenhouse gas and air quality emissions associated with passenger
W gt vehicles and light trucks for projects contained in a sustainable
communities strategy required by Senate Bill 375 (Steinberg), Statutes of
chimy Rein Worth
Clues of Contra Costa County 2008.

Ken Yeager

sms s Gy State Transit Assistance: $400 Million in FY 2010; $350 million in FY 2012 & Beyond
An immediate $400 million appropriation to STA for the current year and FY 2010-11
stew Hemingee TIUS be included in this package if transit operators are to avoid further layoffs, service
Feemmedum - cuts and fare increases. A $400 million STA program is less than half what STA should
Ann Flener

Ocpuey Excauie e, iy TECE1VE i FY 2010-11 under current law and is the minimum amount that should be
andrew B, Bremier ApPropriated from the $946 million Public Transportation Account (PTA) balance.

Depury Erecutive Directar, Operanons.




The Hons. Steinberg, Bass, Pérez — Page 2

Going forward, we urge you to ensure that the final package provides 75 percent of PTA revenues to
the STA program, for an STA program that grows over time, beginning with at least $350 million in
FY 2011-12. This amount does not come close to meeting the state’s transit operating needs, but it
s large enough to make a real difference. We estimate that a $350 million statewide STA program
would generate $128 million for our region, providing the following amounts for the four largest
Bay Area operators:

Alameda-Contra Costa Transit District: $11 million

Bay Area Rapid Transit District: $23 million

San Francisco Municipal Transportation Agency (SF MTA): $31 million
Santa Clara Valley Transportation Authority (VTA): $14 million

An Intercity Rail Program of $200 Million In addition, the state’s intercity rail program requires
approximately $200 million for capital and operating funds each year. This level of funding for
intercity rail will bring the state another $200 million in federal capital dollars through the Federal
Railroad Administration’s High Speed Intercity Rail Program, leveraging state investment ~- and
the associated job creation and economic benefits — by 100 percent.

Assure Sufficient Out-Year Funding for Transit-Related Debt Service As you deliberate on the
final funding level for the PTA in this structure, we urge you to be mindful of the state’s ongoing
debt service obligations associated with public transportation bonds and the risk that PTA funds
could be fully diverted to this purpose, leaving insufficient funds available for STA or intercity rail.
According to the Legislative Analyst’s Office, debt service on public transit-related bonds —
including Proposition 1A (2008), Proposition 108 (1990) and Proposition 116 (2008) — is estimated
to be $326 million in FY 2010-11, $483 million in FY 2011-12 and up to $905 million by FY 2014-
15. While we would of course prefer that this obligation be borne by the General Fund — as was the
expectation when the bonds were originally approved -— the state’s intractable structural deficit
means that any public transit funds that survive this restructuring will be under extreme pressure to
be diverted for this purpose. Therefore, we recommend that you assure a dedicated PTA revenue
stream that can accommodate the intercity rail and STA funding levels described above as well as
future year debt service costs for these bonds.

Support Regional Motor Vehicle Fuel Fee While we stated this at the outset, it bears repeating: we
strongly urge you to retain the regional motor vehicle fuel fee element in the proposal as it offers the
only prospect of at least partially offsetting the loss of over $1 billion in state public transit funds
resulting from this proposal. We recognize that there are legal as well as political risks associated with
this proposal as not every jurisdiction may chose to or succeed in exercising this option, but we firmly
believe the proposed fee has great merit on policy grounds. Without this new regional funding option,
the package decimates public transit funding from the State of California and makes a mockery of our
reputation as an environmental leader on climate change and air quality.

Sincerely,

Executive Director
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cc: The Honorable Alan Lowenthal, Chair, Senate T ransportation and Housing Committec
The Honorable Denise Moreno Ducheny, Chair, Senate Budget and Fiscal Review Committee
The Honorable Elaine Kontominas Alquist, Member, Senate Budget and Fiscal Review Committee
The Honorable Mark DeSaulnier, Member, Senate Budget and Fiscal Review Committee
The Honorable Mark Leno, Member, Senate Budget and Fiscal Review Committee
The Honorable Joe Simitian, Member, Senate Budget and Fiscal Review Committee
The Honorable Mike Eng, Chair, Assembly Transportation Committee
The Honorable Noreen Evans, Chair Assembly Budget Committee
The Honorable Jim Beall, Jr., Member, Assembly Budget Committee
The Honorable Wesley Chesbro, Member, Assembly Budget Committee
The Honorable Jerry Hill, Member, Assembly Budget Committee
The Honorable Jared Huffman, Member, Assembly Budget Committee
The Honorable William W. Monning, Member, Assembly Budget Committee
The Honorable Ira Ruskin, Member, Assembly Budget Committee
The Honorable Sandré Swanson, Member Assembly Budget Committee
Mr. Joshua Shaw, Executive Director, California Transit Association
Mr. Randell Iwasaki, Director, California Department of Transportation
Mr. Jim Earp, Executive Director, California Alliance for Jobs
Mr. Rusty Selix, Executive Director, California Association of Councils of Government
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Important Update Regarding Transportation Funding

Subject: Important Update Regarding Transportation Funding
From: Steve Samuelian <steve(@californiaconsulling.org>
Date: Mon, 22 Feb 2010 15:19:07 -0800

To: Carrol Terrazas <carrol@californiaconsulting.org>

The Legislature will NOT take up the transportation proposal today.

See attached the latest version {released tcday for the first time in print} the
newly proposed proposal for transportation funding. Also, see attached MTC's
letter on the subject.

The Senate Democrat proposal on the gas tax that was supposed to be voted on today
will instead be voted on later this week. The gas tax proposal would cut $1.8
billion from the state $19.9 billion budget deficit ithrough Junes 2011. The
propesal replaces the sales tax on gasoline with an excise tax. The Democrat
leadership has enocugh votes to pass the majority vote bill SB 6 (8x) but the
Governor may have some issues with the gas tax proposal {hence the delay).

Steve Samuelian Manager California Consulting, LLC Central Valley Cffice 1530 E.
Shaw Avenue, Suite 114 Fresno, CA. 93710 phone 559-244-0801 fax 559-244-0804
Sacramento Office

520 Capital Mall, Suite 700

Sacraemento, CA 95814

stevel@californiaconsulting.org

www.californiaconsulting.ory
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Stott Hoggerty, Chair February 19, 2010
Adrienne 3. Tirien Viee (heirThe Honorable Darrell Steinberg The Honorable Karen Bass
President Pro Tempore Speaker of the Assembly
i oo Azmiede  California State Senate California State Assembly
pabrebedan® - State Capitol, Room 205 State Capitol, Room 219
T Bater - Sacramento, CA 95814 Sacramento, CA 95814

Citrex ol Almeds {sunty
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Speaker-elect of the Assembly
A e Comee - California State Assembly
State Capitol, Room 3160
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womComymicus Dear Senator Steinberg, Speaker Bass and Speaker-elect Pérez:

us Depmenemot oot The Metropolitan Transportation Commission (MTC), the regional transportation

Federat D, Closer planning agency for the San Francisco Bay Area, urges you to minimize the loss to
comaComCony - public transportation funding in the complex overhaul of the state’s transportation
o wrmea  funding currently under consideration in Sacramento. While the Senate Democrats’

Sa3n Francisco Bay Conservanon

e e e proposed package improves upon the Governor’s proposal by retaining and increasing

~ the sales tax rate on diesel fuel, it ncvertheless represents a cut of at least $1 billion in
suincommscn, - State funding currently dedicated to public transit. As you prepare for a vote on this

i proposal next weck, we urge you to make every effort to secure a final package that:
e lep?"‘
Cides of Sa0 Mareo County

ok i s Provides a reasonable level of state funding dedicated to the Public

Sonors Couney sod Cies Transportation Account to help meet the state’s public transit needs and
i obligations, including the State Transit Assistance (STA) Program,
S3n Franasco Mayor Appanntce intercity rail and public transit bond debt service.
i Sar i » Qives regional agencies the authority to place on the ballot for majority
e e vote approval a motor vehicle fuel mitigation fee to mitigate for
greenhouse gas and air quality emissions associated with passenger
o vehicles and light trucks for projects contained in a sustainable
communities strategy required by Senate Bill 375 (Steinberg), Statutes of
Asny Rein Worth
Cities of Contra Cona County 2008.

Ken Yeager

smcunCowy  State Transit Assistance: $400 Million in FY 2010; $350 million in FY 2012 & Beyond
An immediate $400 million appropriation to STA for the current year and FY 2010-11
steve Hemimger TIUST b€ included in this package if transit operators are to avoid further layoffs, service
femamDicer cuts and fare increases. A $400 million STA program is less than half what STA should
Depury e vy TCEIVE in FY 2010-11 under current law and is the minimum amount that should be

dndrew 0. Fremiee Appropriated from the $946 million Public Transportation Account (PTA) balance.

Depury ixorwtive Uirector, Opersbons




The Hons. Steinberg, Bass, Pérez — Page 2

Going forward, we urge you to ensure that the final package provides 75 percent of PTA revenucs to
the STA program, for an STA program that grows over time, beginning with at least $350 million in
FY 2011-12. This amount does not come close to meeting the state’s transit operating needs, but it
1s large enough to make a real difference. We estimate that a $350 million statewide STA program
would generate $128 million for our region, providing the following amounts for the four largest
Bay Area operators:

Alameda-Contra Costa Transit District: $11 million

Bay Area Rapid Transit District: $23 million

San Francisco Municipal Transportation Agency (SF MTA): $31 million
Santa Clara Valley Transportation Authority (VTA): $14 million

An Intercity Rail Program of $200 Million In addition, the state’s intercity rail program requires
approximately $200 million for capital and operating funds each year. This level of funding for
intercity rail will bring the state another $200 million in federal capital dollars through the Federal
Railroad Administration’s High Speed Intercity Rail Program, leveraging state investment — and
the associated job creation and economic benefits — by 100 percent.

Assure Sufficient Out-Year Funding for Transit-Related Debt Service As you deliberate on the
final funding level for the PTA in this structure, we urge you to be mindful of the state’s ongoing
debt service obligations associated with public transportation bonds and the risk that PTA funds
could be fully diverted to this purpose, leaving insufficient funds available for STA or intercity rail.
According to the Legislative Analyst’s Office, debt service on public transit-related bonds —
including Proposition 1A (2008), Proposition 108 (1990) and Proposition 116 (2008) — is estimated
to be $326 million in FY 2010-11, $483 million in FY 2011-12 and up to $905 million by FY 2014-
15. While we would of course prefer that this obligation be borne by the General Fund — as was the
expectation when the bonds were originally approved — the state’s intractable structural deficit
means that any public transit funds that survive this restructuring will be under extreme pressure to
be diverted for this purpose. Therefore, we recommend that you assure a dedicated PTA revenue
stream that can accommodate the intercity rail and STA funding levels described above as well as
future year debt service costs for these bonds.

Support Regional Motor Vehicle Fuel Fee While we stated this at the outset, it bears repeating: we
strongly urge you to retain the regional motor vehicle fuel fee element in the proposal as it offers the
only prospect of at least partially offsetting the loss of over $1 billion in state public transit funds
resulting from this proposal. We recognize that there are legal as well as political risks associated with
this proposal as not every jurisdiction may chose to or succeed in exercising this option, but we firmly
believe the proposed fee has great merit on policy grounds. Without this new regional funding option,
the package decimates public transit funding from the State of California and makes a mockery of our
reputation as an environmental leader on climate change and air quality.

Sincerely,
/ 3

Ste 16ger
Executive Director
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cc: The Honorable Alan Lowenthal, Chair, Senate Transportation and Housing Committee
The Honorable Denise Moreno Ducheny, Chair, Senate Budget and Fiscal Review Committee
The Honorable Elaine Kontominas Alquist, Member, Senate Budget and Fiscal Review Committee
‘The Honorable Mark DeSaulnier, Mcmber, Senate Budget and Fiscal Review Committee
The Honorable Mark Leno, Member, Senate Budget and Fiscal Review Committec
The Honorable Joe Simitian, Member, Senate Budget and Fiscal Review Committec
The Honorable Mike Eng, Chair, Assembly Transportation Committee
The Honorable Noreen Evans, Chair Assembly Budget Committee
The Honorable Jim Beall, Jr., Member, Assembly Budget Commttee
‘The Honorable Wesley Chesbro, Member, Assembly Budget Committee
The Honorable Jerry Hill, Member, Assembly Budget Committee
The Honorable Jared Huffman, Member, Assembly Budget Committee
The Honorable William W. Monning, Member, Assembly Budget Committee
The Honorable Ira Ruskin, Member, Assembly Budget Committee
‘The Honorable Sandré Swanson, Member Assembly Budget Committee
Mr. Joshua Shaw, Executive Director, California Transit Association
Mr. Randell Iwasaki, Director, California Department of Transportation
Mr. Jim Earp, Executive Director, California Alliance for Jobs
Mr. Rusty Sclix, Executive Director, California Association of Councils of Government
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AB8X 5 - Deferrals

Subject: AB8X 5 - Deferrals

From: Steve Samuclian <steve(@californiaconsulting.org>
Date: Wed, 24 Feb 2010 12:24:45 -0800

To: Carrol Terrazas <carrol@californiaconsulting.org>

Ses attached part of the special session package the Legislature intends to vote on
this week. Sections 4 and 6 of the attached bill deal specifically with K-12
issues. The state is attempting to create a plan to manage cash flow and help
solve the state budget deficit. ABSX 5 will harm education by allowing the state to
defer appropriations to schools for 60 or 90 days. Thess education deferrals will
take place in 2000-11 if enacited. Strategic Education Services in Sacramentoc and
our cifice (among others) have been working on this important issue. See attached.

Steve Samuelian Manager California Consulting, LLC Central Valley Office 1530 E.
Shaw Avenue, Suite 114 Fresno, CA. %3710 phone 559-244-0801 fax 559-244-0804
Sacramento Office

520 Capital Mall, Suite 700

Sacramento, CA 25814

stevelcaliforniaconsulting.crg

www.californiaconsulting.org
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Analysis of Gas Tax Swap Bills
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Subject: Analysis of Gas Tax Swap Bills

From: Steve Samuelian <steve@californiaconsulting.org>
Date: Fri, 26 Feb 2010 09:11:44 -0800

To: Carrol Terrazas <carrol@gcaliforniaconsulting.org>

Attached are the floor reports for the twe gas tax swap pills.

Subject:

ABX8 6 Assembly BILL, 8th Extracrdinary Session - Bill Analysis
Date:

Wed, 24 Feb 2010 09:24:03 -054Q

BILL ANALYSIS

| SENATE RULES COMMITTEE

{Office of Senate Floor Analyses
11020 N Street, Suite 524

1{916) 851-15%20 Fak: (916)
13274478

THIRD READING

Bill No: AB 628

Author: Essembly Budget Committes
Amended: 2/19/10 in Senate

Vote: 21

ASSEMBLY FLOOR @ Neot relevant

SUBJECT Transportation finance
SOURCE Author

DIGEST Senate Floor Amendments of 2/19/10 deleted the

vrior version ¢f the bill. This bill now provides the
nec

Thanks.

essary statutory changes in the area of transportaticn

finance in order to address the fiscal emergency declared

by Governor Schwarzenegger pursuant to the California
Constituticn.

ANALYSIS This bill makes a swap of tax revenues and

expenditure of related funds as fellows

1. Tax Swap: This bill lowers certain taxes and increases
cthers, such that con net there is a small tax decrease
annually through 2514-15. Thereafter, this bill is
revenuve neutral. Specifically, this bill:

2/26/2010 1:15 PM



Analysis of Gas Tax Swap Bills
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0 percent sales

cxempts gasoline from the State 6.0
tself would reduce tax

tax on July 1, 2010, which by it
revenue by $2.9% billion in 2010-1.
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Tncreases the excise tax on gasoline by 12.9 cents
on July 1, 2010, which by itself would increase
revenue by 51.8 billion in 2010-11. TIn 2011-12 and
thereafter, the RBoard of Bgualization weuld adjust
the evcise rate Lo match what the sales tax on
gascline would otherwise provide.

lays by cne year, the implementation of

ry-group cradit sharing. (The 2008-09 Budget
package amended statute to allow a tirm to share
unused tax credits with other firms in the same
unitary group stdrting in 2010.)

et

Limit the use of Het Operating Loss (NOL}
deductions in 2010 to 68 percent of income. {The
2008-0% Budget package amerded statute to fully
suspend NOL ded uctlong in 2008 and 2009.;

Tre unitary-group sharing and NOL previsions
combined result in additisonal tax revenue of $655
millicn in Z010-11, a revenue loss of $7 million in
2011-12, a revenue loss of $47 million in 2012-13,
and lcsses of 52 million inm 2013-14 and 2014-15.

ncreases the state sales tax on diesel on July 1,
2011, from 5.0 percent to 6.75 percent to increase
evenue for the Public Transportation Account by
abOut $120 miliion (the ;ocal state sales tax on

diesel will increase ho about $435 million).

Decreases the exclse tax on diesel on Juiy 1, 2011
from 18 cents per gallon to 13.6 cents per gallon,
which decreases revenue for the Highway Users Tax
Account by about $120 millicn. In 2012-123 and
thereafiter, the Board of Equalization would adjust
the excise rate to keep the decrease in the excise
revenue equal to the increase in the sales tax
revanue.

1. Transit Funding: This bill appropriates $400 million to
transit operators to help fund coperaticns for the
remainder of 2009-10 and for 2010-11. In 2011-12, the
diesel fuel swap provides for growth in both transit
operations and intercity rail. Transit cperators will

AB 6X8

o)
o

20f10
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Analysis of Gas Tax Swap Bills

3of 10

get $3%C willion in 2011-12, and a growing amount
thereafter, via receipt of 75 percent of the state les
tax on dies il

sa
el. The amount availanle for intercity ra
and other state purposas will grow, via receipt of 25
percent of the state sales tax on gas and most of the
non-Article XIX transportation funds (about $72 million
per ysar). This ©ill authorizes, with local voter
approval, a local mitigation fee on gascline to fund
transit, bicycle and pedestrian projects, programs, and
operations.

Highway and Road Funding: This bill increases funding
for highways and L”C&L roads. In 2010-11, this bill
would fully backfill for the highway and local O"d
funding lost cue to the elimination of the sales tax on
gas. In 2011-12 and thereafter, the excise tax revenue
would provide additional funding for highways and roads.
After the payment of debt service, the highway and road
funding would be split: 30 percent for the State
Transwortavion Improvement Program {(STIP); 30 percent
for the State Highway Operations and Protection Program
{SHOPP); and 40 percent for local streets and roads.
This pill would provide net new revenue to highways and
roads of about $420 million in 2011-12, with new revenue
over Len years of about $3 billion.

General Fund Relief: This pill produces General Fund
relief of $219% million in 2009-10, $1.6 billion in
2010-11, and ongoing GF relief of about $700 million and
growing in the cut years. The General Fund relief by
vear 15 as follows:

I 2009-10:

A. Directs $140 million in PTA funds to
reiwb\rse the General Fund for eligible debt
service on general-obligation bonds (specifically,
Propositbion 108 of 1990 bonds, Proposition 1A of
2008, and cne-guarter of Proposition 1B of 2006
vonds} .

B. Directs $79 million in non-Article ¥IX
transportation funds fo reimburse the General Fund
for Prop 116 of 1990 bonds.

2/26/2010 1:15 PM




Analysis of Gas Tax Swap Bills

40of 10

AB 8X8
Page 4

In 2010-11:
A, Directs $25%4 million in PTA funds to

reimpurse the General Fund for eligible debt

service cn general-obligation bonds.

az

Directs $72 million in non-Article XIX
transportation funds to reimburse the General
fund for Prop 116 bonds.

C. Plrects $603 millicn in new gasoline
\ 3

2/26/2010 1:15 PM
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According to the Senate Appropriations Commlttee analysis

2 ravenue to relmburse the General Fund
Yor cpo sition 132 of 14926 bonds, and
three-quarters of Propositicn 1B of 2008 honds.

B. Addition ravenus from delaying the
unitary—grouo tax credil sharing and limiting NOL
use result in a combined Gerneval Fund gain of
5655 million which supports the esxpenditurss of
the State,

In 2011-12 and thersaftar:

i, Directs $7127 million {and varving amounts
over bime) in new gascline evoisa tay revenue Lo
rc imburse the Genmral Fund for Frapesition 152 of

96 bonds, and three-uyuarters of Froposicion 18

of 2006 nonds,

1. Ho Proposition %8 Impact: Reqguires thai: schools be held
narmless in the Proposition 98 funding calculaticn from
any tax changes in this swap.

FISCAL EFFECT appropriation:  Tes Fiscal Com.: Yes
Lecal:  Yas

shown in bthe acoompanying table, the tax swap results in
small tax decrease over the period displayed. In the lon
run, the tax swap is annually revenue neutral,

]
a
na

'@ state sales
from 3ix percent to

flote: under current law, f
{inclueding gesoline) falls

o
w
(03]
e
>3

on July i, 2011.

Revenue Impact of Tax Swap
{Estimates in millions)

jEliminate Sales Tax on
|Gasoline

———————— w-—-—-———+———————
llncr@aon Excise Tax on | 1,866 | 2,435 | 2,369 | 2,525
I»vd.: rine I ! l {
| e Fom e o e D T b
| Tax Credi | 888 | =7 | -47 | -7
B R T T o b e fm
| Tncrease 117 ) 121 f 128 ] 133
|Diegel i | |

< 3 e s e

|Dacrease the Erxcise Tax on
|Diesel
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Analysis of Gas Tax Swap Bills

Net change in revenues: Io=ii =7 o -47 §-2

As indicated on the table kelow, this proposal augments
funding for transit and highwavs over both the Governor's
proposal and current law.

Lxependiture Highlights of Tax Swap
{Estimates in millions)

| |2010~-1112013~-1212012-1312013-14]
| ! ! ! ! |
| m e e o e !
|Transit Operations via | $400  $350 | $350 | 3356

| STA* l | l !
| e Fmmmm b b |
jintercity Rail and other | 182 } 158 | 172 { 181 |
iState Operations i t i I
[ e o e e o e |
iNett new Highway and Road 417 1 251 | 208 (197 |

AB ©BX8
Page €

* 2010-11 funding amount is that appropriated in 2009-10 by
this bill.
DLW:nl 2/22/10 Senate Floor Analyses

SUPPORT/OPPOSITION: NCONE RECEIVED

P END bk ke

Subject:

SBXS 6 Senate Bill, 8th Ext. Session - Bill Analysis
Date:

Wed, 24 Feb 2010 09:24:32 -0800

BILL ANALYSIS

5B 6 X8
Page 1

60f 10 2/26/2010 1:15 PM



Analysis of Gas Tax Swap Bills

SENATE THIRD READING

8B 6 X2 [(Budget and Fiscal Review Committee)
As Amended February 2z, 2010

Majority vote

SENATE VOTE :vote not relevant

SUMMARY : Makes various amendments to lower certain btaxes and
increase others to provide funding for transportation, transit
and (GF) relief. Specifically, this bill

empts gasoline from the state 6.0 cent sales tax, which by
would reduce tax revenue by $2.5 billien in 2010-11.

2)Increases the excise tax on gasoline by 12.9 cents, which by
LLSuLf would increase revenue by $1.8 billion in 2010-11. In
2011-12 and thereafter, the Board of Equalization (BOE) would
adjust the excise rate to match what the sales tax on gasoline
would otherwise provide.

w

Beginning in 2011-12, increases the sales tax on diesel fuel
by 1.7%% and decrease the excise tax on diesel by 4.4 cents in
2011-12. BOE will adjust this tax annually thereafter to
maintwin revenue neutrality. This change will generate

roughly $118 million in additional revenue for the Public
Transportation Account (PTA) to fund state transit assistance
and other PTA eligible expenditures.

4)Limits the Net Operating Loss (NOL) deduction for 2010 to 68%
of a taxpayers' incom=. Unused loss deductions could be
carried forward and used to offset taxes in subsequent years.

5)Delays, until the 2011 taxz year, the implementation of the
Corporation Tax Law provision allowing corporaticns to assign
unused business tax credit to an affiliated corporation that
15 a member of the sazme combined reporting group.

G)Appropriates $400 million to transit operators to help fund
operations for the remainder of 200%-10 and for 2010-11.

7)Provides that 75% of revenue from the increase on dies
tax be directed to transit operators beginning in 2011-1
{roughly $350 million per vear).

s N er]
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§j Provides new authority for metrepoll planning oryganizations

tan
to impose a fee cn gasoline to fund transit, bicycle and
pedestri&n projects.

N Appropriates $1.26 bi

llien in the current year for local
nighways and roads funding in order toc backfill funding lost
due to the elimination of the sales tax on gas. In 2011-12
and thereafter, the excise tax revenue would provide
additiconal funding for highways and roads. The highway and
road funding would be split: 30% for the State Transportation
% e b

e}
Improvement Program (STIP}; 30x
o

for the State Highway
Cperations and Protecti y

(SHOPP) ; and 40%for local

jo?
oo~
N
O
'1

D

£
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Analysis of Gas Tax Swap Bills

streets and roads. This bill would provide net new revenue to
highways and roads of about $540 million in 2011-12, with new

revenue ovex ten years of about $£4 billion

10)Creates a total GF savings of $219 million in 2009-10, $1.6

billion in 2010-11, and ongoing GF relief of about $800
million and growing in the out vears. The GF relief by vear is

as follows:

2009-10
aj Directs $140 million in PTA funds to reimburse the
GF for eligible debt service on general-obligation bonds
(spethlrdl'v, Proponsition 108 of 1%%0 bonds, Propesition
1A of 2008, and one-quarter of Proposition 1B of 2006
S

bonds); and,
irects $79 million in non-Arti
ta

cle
tion funds to reimburse the G

AI:
P for Prop 1186 of

al Directs $254 million in PTA funds to reimburse the

GF for eligible debt service on general-cobligation bonds;
b) Directs $72 million 1n non-Article XIX

transpcrtation funds to reimburse the GF for Prop 116

<) Directs $603 million in new gasocline excise tax

reverue to reimburse the GF for Proposition 192 of 1996

SB 6 X8
Page 3

bonds, and three-cguarters of Proposition 1B of 2006
bonds; and,

Addition revenue from delaying the unitary-group tax
)

credit sharing and limiting NOL use result in a combine

GF gain of $655 million which supports the expenditures

of the state.

I

2011-12 and thereafter

ts $72 million in non-Article XIX
transportation funds to reimburse the General Fund for
ponds in 2010-11; and,

R

b} Directs $727 million {and varying amounts ovar tine)
in new gasoline excise tax revenue Lo relmburse the GF
for Proposition 192 of 1996 bonds, and three-quarters ot
Proposition 1B of 2006 bonds.

Comments
1)Limit on NOL deduction . Under existing law, businesses

incurring net operating losses in a particular tax ysar can
sirher use them to offset income earned in the prior two tax

8of 10
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years (carry back of losses) or offset i
gsupsequent vears (carry forward of losse
in the future.

ncome =arned in
s}, for wp to 20 years

ic carry back provisions and an expansion of the carry

rd period frem 10 to 20 yrar. were included in AB 1452
(Committee on Budget), Chapter 763, Statutes of 2008. That
measure alse, among other thnqg, suspended NOL deducticns for
the 2008 and 2009 tax years, and allowed snaring of business
tax credits among companies within a combined tax r@porting
group. This measure would provide for the NOL deduction o
leosses carried forward and carried back to 2010, but llmlt it
o no more than 68% of the taxpayer's net income

2yDelay in credit sharing . Under California tax law, a unitary
group of affiliated companies is required tec file a combkined
income repcrt for tax purposes. Prior to 2010, California did
not allow corporate taxpayers to share a business tax credit
among the affiliated members of their combined reporting

group. Instead, it reguired the credit to be taken by the

SB 6 X8
rage 4

individual company within the group that =zarned the credit.
This often resulted in credits going unused because the entity
:ithin an affiliated greuvp that earned the credit - for
example, a research and develovment operation - had
insufficient Califgrnia income to fully utilize the credit.
With the enactment sf 3B 1452, corporate tampavers are allowed
0 &Ssign various unused business tax credins to their
affiliates beginniecg in 2010. These include the research and
development credib, the enterprise zone creqit, and the
iow=income housing credits. This measure delays the
implementacion ¢f the c¢redit sharing prevision tor one year.

SCAL EFFECT : As shown in the accompanying table, the tax swag
results in a smsll tax decrease aver the periced displayed. In

T long run, the tax swap is annually revenue neutral. Mote,
dnder current law, the state sales tax rate {including gascline)
falls from 5% to 5% on July 1, 2911.

Revenus Impact of Tax Swap
{In millions}

{Eliminate Sales Tax on

| |
|Gasoline 1 | | | |
[ i e  mmm — T it D P mn e I
| Increase Excise Tax on i 1,866 22,4351 2,369 Z2,8251
jGasoline | i | | |
| = e o e e ] o e e o = |
fTax Credit 7 NOL changes I 5551 -7 =47 =21
e e e PR e s R el et fmmmm e 1
IN2t ohange in revenues: | -510]| =57 -5471-52 i
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CALCOG Letter to Legislature on Gas Tax Swap
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Subject: CALCOG Letter to Legislature on Gas Tax Swap
From: Steve Samuelian <steve@californiaconsulting.org>
Date: Mon, 01 Mar 2010 12:59:21 -0800

To: Carrol Terrazas <carrol@californiaconsulting.org>

Letter from CALCOG, please sce attached.

e e
| Content-Type: application/octet-stream
Content-Encoding: basc64

gas tax swap.pdf

3/172010 2:12 PM



@gm CALIFORNIA ASSOCIATION OF COUNCILS OF GOVERNMENTS

“Diversity and Unity”
February 26, 2010

MEMBER AGENCIES
Assoclation of Bay Area

Governmanis
Assoclation of Monterey Bay Area

Governments
Butie.Gounty Association of. The Honorable Darrell Steinberg
Calaymrag Counct of Pregdept pro Tempore
Coachelia Valey Association of California State Senate

VErnmen .
Conl;‘a Cogxa Transportation State Capltol
utharity Sacramento, CA 95814

Councill of Frasno County
Governments

Council of San Benito Counl
v The Honorable John Perez

B Docrgdm::rg:;ilgtny Transportation Speaker
Humbolt Counly Association of California State Assembly
Kern Council of Governments Sacramento, CA 95814
Kings County Assoclation of

Govemmenis

-oke County/Clly Area Plamning Councl RE:  ABB X8 and SB6 X8 — Gas Tax Swap

Los Angeles County Me! itan
Tragnspodaﬂonz\ulhoﬁg:

e~ Dear President pro Tempore Steinberg, and Speaker Perez:
Cou f p

Mendocino ncil of

Govarnmenis
Marced Gounty Assaciation of The California Association of Councils of Governments (CALCOQG)
Metropoitan Transportation Commission 1S the statewide association representing all of California’s 18
Orange Sourty Tranepiortatian Metropolitan Planning Organizations (MPOs) charged with
Placer County Trangportaien implementation of SB 375 (Steinberg, 2008) and regional
Sacramanto Area Council of transportation planning as well as most of its additional rural and

Governments H H : : :
San Bomari Assocaies subregional Regional Transportation Planning Agencies (RTPAs).
San Dl Assoclalion of .. . . . . N

Golorments We have preliminarily reviewed the legislation which proposes to
oo Lot bl et T™" eliminate the sales tax on gasoline and replace it with an increase
smgmﬂgzw raanciaiin in the gas tax/fee, preserve and augment the sales tax on diesel

of Governments fuel for transit, and authorize a regional motor fuel mitigation fee for
S e iy Bogional o transit, bicycle, and pedestrian purposes consistent with an

nsm ) ege

T g Agency adopted sustainable communities strategy pursuant to SB 375.
Southern California Assaciation

f Go ts . . .
sm:mvmx:d Govemeiignts We are concerned .about the significant change that this overhaul of
::h:a Reu:g':':'m"& Aaz::: transportation funding represents and, in particular, the loss of

] a jen . N . . N

oy 9oy h constitutional and voter-approved protections for existing

Teére County Assaalalion of transportation funds, including Proposition 42.

Tuolumna County Transportation Council
Vantura County Transportation
Col on

However, we recognize the difficult State government funding

Weatam Rhvaeaide Couaci of situation and conclude that the proposal under consideration in the

CONSTITUTIONAL MEMBERS Legislature, which provides replacement funding for local streets

Calligrnia State Association of and roads in the STIP, and augments funding for the SHOPP is
unties

League of Califomia Citles

Z'WPDATA\COG\2010\ABS X8 & SBE X8 Letter to Legislature.doc

1127 - 11™ Gtreet, Suite 8925 Sacramento, CA 95814 (916) 557-1170 1. (916) 447-2350 rax
E-MALL: Maif@calcog.org  WeBSITE: www.calcog.org




acceptable and clearly a substantial improvement over the original proposal by
the Governor in January.

We are also concerned about legal challenges to the majority vote enactment of
this new funding as well as the local fee authority and would urge that the bill be
amended to include contingency language restoring existing funding in the event
of a successful legal challenge to either the gas tax swap or regional fee
authority.

We are neutral on the local authority for a transit fee, but to the extent that this
concept remains a part of the proposal, we offer the following suggestions:

1. Expand the eligible use of the fee to include “transportation demand
management / transportation control measures” and other purposes which
also mitigate air pollution and greenhouse gases; and thereby, are part of
the SB 375 Sustainable Communities Strategy (SCS) element of a
regional transportation plan.

2. Either in this legislation or in follow up legislation, broaden the authority for
a fee for MPOs (and county transportation commissions within the
Southern California Association of Governments, or SCAG, region) to
submit for voter approval to also include a user fee for local streets and
roads rehabilitation and maintenance and highway improvements that are
part of the Regional Transportation Plan (RTP)/SCS.

This not only helps to address the significant unmet transportation needs
but can assist in being able to develop a proposal which has a stronger
chance of gaining voter approval in many regions of the State.

We appreciate your efforts to expand transportation funding in these difficuit
economic times, an action that will help sustain and create new jobs in the near
term as well as lay the foundation for a stronger economic growth in the future.
We iook forward to working constructively with you on additional measures to
address the State's transportation needs, which will surely be needed with or
without this proposal.

Sincerely,

Rusty Selix

Executive Director

CC: Governor Arnold Schwarzenegger, Attention: Legisiative Secretary

All Members of the California State Legislature
CALCOG Member Agencies

2Z\WPDATA\COG\2010\AB6 X8 & SB6 X8 Letlter to Legislature.doc
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55814 WWVLS30, 210 cSh, Caon .G
February 22, 2010
The Honorable Darrell Steinberg The Honorable John Percz
State Capitol, Room 205 State Capitol, Room 219
Sacramento, CA 95814 Sacramento. CA 95814

Subject: Support for Regional Light-Duty Vehicle Mitigation Fee

Dear Pro Tem Steinberg and Speaker Elect Perez:

SACOG supports inclusion of the regional light-duty vehicle mitigation fee in the
transportation finance package. We have not had time to thoroughly review or develop a
position on the entire package, which was just in print today. However, we understand
that action on the entire package may be imminent and wanted to be on record
encouraging the legislature to include the regional fee for transit, pedestrian, and bicycle
projects as part of the package. Should the legistaturc take additional time to deliberate
on this issue we may have additional input to oifer on the fee and/or the entire package.

Our support for providing regions with the option to refer a mitigation fee to the voters
for consideration is contingent on the following assumptions:

Significant, reliable state funding for transit is provided by the state (i.c., even if
the regional fee is never used), as well as significant, reliable state funding for
streets and roads;

The regional boards do not have the right to impose the fee on their own, but
rather have the right to refer it to the volers for consideration;

The regional boards have the right to define the geographic arcs wifected by a
tee referred to the voters as the entire region or any sub-geography of the region:
and

The fee may only be referred to the voters if the investments in transit are
necessary to support air quality programs in a regional transportation plan

Finally, we want (o be clear that our support for including this option in the package is
not in any way an cxpression of SACOG's general or specific intent to refer such a fee
to the voters, and that we remain critically concerned about the state's reduction in
statewidc voter approved (unds for transportation.

Sincercly,
y ’%A/
Mike McKeever

Executive Director

MM:sb
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From: California Consulting <juand@calitorniaconsulting.org>
Date: Wed, 10 Mar 2010 14:45:15 -0500 (EST)

To: carral.ca-consult@sbeplobal.net
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Major Grant Award: California Consulfing obtains $2.5 million for

ClINIE A v v s v o cd v nd 130 0 s s B0 1 0 £ ot i o o 3 30 8 58 £ Pl 78 205 P 3 8 70 o0 P

We are pleased to announce that California Consulting, LLC and the UC Dawis team successfully wrote a federal grant application fram
the U. S. Department of Energy to creale an innovative waste-to-energy project far Its West Village housing community.

The UC Davis West Village Community will be located on 200 acres of campus fand. The community is designed to incdude affordable
homes and apartment-style nousing with first occupancy scheduled for fall 2011,

The project will generate power from a fuel cell which will be fed by gases ¢ollected from campus waste, such as food scraps and
landscape trimmings. Benefits expected in¢lude reguctlons in both peak demand on the energy grid and greenhause gas emissions. This
system, used with other energy-saving technologies, intends 1o provide increased power reliability and quality at an affordable cost to
rasidents.

The grant is one of five made nationaily for a total of $20.5 millian in funding by the Department of Eneigy, part of the American
Recovery and Reinvestment Act

More information abour {C Davis West i illage. westvillage. ucdavis.edu.
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News from the Capilal is indicating thart the Democrat leadership is offering 2 caunter proposal wo the Governor's budget proposal that will fund
public transit.

BACKGROUNI:
It appeurs the Legislative Demoeral majonity are hamiering ot 2 proposil 1o counter the Governor's plan 1o swap gasoline taxes and cut
funding for public fransportation.

The Governer proposed eliminuating the 6 percent sules tax on gas and diesel fuel and replacing it with 2 new 10.8 cent per-gallon excise tax om
each gallon of fuel. 1Tie Governor's proposal is in ctliet a way around Prop. 42 guarantees. The Governor has proposed backtilhing the money o
state nnd Jocal read projects but climinaling the public transit money, Pro. 42 lends stute highway, bocal rowds, snd public (ransit.

Ihe Governor contends that his plan would create a dedicaled revenue source o pay olT transportation bonds and save the general fund $1.8
billlon while abo reducing 1axes at e pump by 3 cents per gallon.

Education feaders, trunsit ofticials and others have opposed 1he Gavernar's proposal saying it cuts Transportation money for loca) projects and
reduces education Tundmg.

NEW DEMOCRAT PROPOSAL:

Reporedly the new Democral plan would ehminate the sales lix on gas and raise the gas excise taxes. e gns siles Lax generaes about $2.9
billion per year. Apparentls. the amount of 3 new per-galon excise lax fur gasoline has yer to be determined.  The Democrat plan would also
maintain the sales 1ax on diesel which would still go 1o trunsit operators. The Democrat plan also gives local agencies new authority to levy lees
at the gas pump to raise money Ior ransil operators.

The plan is expected 1o be announced svon and Seaate President P r-Tem Steinbery has said he wants to address the current suur $6 billion
deticit by mid-Tebruary.

lof2 371172010 8:33 AM
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Transit officials and transportation leaders appear more supportive of the new Democrat plan, although the proposal is yet to be officinlly
released.

EDUCA TTON IMPACT:
Education leaders generally opposed the Governor's proposal because it also "hils" cducation with 4 major {unding reduction.

Regarding the new Demoerat pln, because of the way slate tases are caleulated, sules taxes on gasoline are currently used as part of the formula
to determine education funding under Prop. 98. Replacing the state sales tax with an exeise tax---which would not be part of the Prop. Y8would
reduce the funding guarantee for public schools and community colleges by about $2 billion,

We assume that once the Democrat proposal is offered, negotiations will begin between the Democrats and the Governor regarding the Prop.
42/transportation/gas tax issue.

*This information was taken from various news reports and our sources at the Capital.
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California Consulting 1s pleased to welcome our newest dients, The Lindsay Unified Schoal District and the Ripon Unified Schooi District.
Welcome aboarg!

School District Grants - Huge Grant Dollars Availablen nmnmmainm mn aimim m 0 m mimm (7 /v s a0 n v S (0 0 NIV O (AN N R N S RSN N N A
The grant writing team at Califormia Consulting is hard at work wniting various federal and state grant applications for our school district
clients. In the months of January and February our team has written the following applications for our School District clients:

Elementary and Sccondary School Counseling Grant
Teaching American History Grant

PacTIN grant for teachers

Fender Music Grant

Lowe's grant for schoals

Readiness and Emergency Management for Schools grant
Sprint Character Education Grant

Partnership for Character Education Grant

US Department of Education Mental Health Grant
After School Education and Safety Universal

Arts in Education Grant

® o » 0 0 5 0 0

Quick Links - Check Us Out...
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http://www.californiaconsulting.org
http://www.linkedin.com/companies/450300

i\tlp://\vww, facebook.com/group.php?qid=167533966334
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Fresno COG "One Voice" March 2010

Subject: Fresno COG "One Voice” March 2010

From: Steve Samuelian <juan@californiaconsulting.org>
Date: Fri, 12 Mar 2010 18:10:21 -0500 (EST)

To: carroli@californiaconsulting.org

Client Update from California Consulting

FRESNO COG "ONE VOICE" SUMMARY

March 9 & March 10, 2010

Approximately 25 leaders from Fresno County attended the annual Fresno COG "One Voice" trip at the State Capitol on March 9 and 10,
2010. Several local elected officials from cities within Fresno County were joined by city managers, representatives from the Fresno
Workforce investment Board, the Fresno Economic Development Carporation, Caiifornia State Universtity Fresno/California Partnership for
the San Joaguin Valley, and others on the productive venture to Sacramento.

Below is a schedule of the meetings organized byCaliforma Consuiting, LLC.
Several important topics were discussed during the meetings at the State Capitol including (partial list)

SB 376 implementation; Preserving HUTA funding; High Speed Rail funding CMIA Savings; Preserving the Fresno County Enterprise Zone
funding; Workforce investment Board issues surrounding EDD and Water Storage.

Throughout the two day trip, meetings were held with several State Senatars, State Assemblymembers, four Senior Officials from the
Governor's Office, Cal-TRANS, the Califorma Transportation Commission, and key Legislative Committee staff.

Tuesday evening was highlighted by an evening dinner with keynote speaker Senate Transportation and Housing Committee Charman Alan
Lowenthal. Senator Lowenthal is a major leader on California Transportation issues.

Based on the meetings California Consulting and Fresno COG will be orgamizing and implementing a follow up strategy over the next few
weeks to aggressively pursue a delay in SB 375 implementation, preserving the Fresno County Enterprise Zone funding, and other issues.
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