o'cl-r‘ AGENDA

Legislative and Communications Committee Meeting

Committee Members Orange County Transportation Authority Headquarters
Carolyn V. Cavecche, Chairman 600 South Main Street, First Floor - Room 154
Paul Glaab, Vice Chairman Orange, California
Patricia Bates Thursday, August 6, 2009, at 8:00 a.m.
Arthur C. Brown

Peter Buffa

William J. Dalton
Allan Mansoor

Any person with a disability who requires a modification or accommodation in order to
participate in this meeting should contact the OCTA Clerk of the Board, telephone
(714) 560-5676, no less than two (2) business days prior to this meeting to enable
OCTA to make reasonable arrangements to assure accessibility to this meeting.
Agenda descriptions are intended to give members of the public a general summary of
items of business to be transacted or discussed. The posting of the recommended
actions does not indicate what action will be taken. The Committee may take any
action which it deems to be appropriate on the agenda item and is not limited in any
way by the notice of the recommended action.

All documents relative to the items referenced in this agenda are available for public
inspection at www.octa.net or through the Clerk of the Board’s office at the OCTA
Headquarters, 600 South Main Street, Orange, California.

Call to Order

Pledge of Allegiance
Director Mansoor

1. Public Comments

Special Calendar

2, Conference Call with State Legislative Advocate Moira Topp

Consent Calendar (ltem 3)
All items on the Consent Calendar are to be approved in one motion unless a
Committee Member or a member of the public requests separate action or
discussion on a specific item.

3. Approval of Minutes

Of the July 16, 2009, Legislative and Communications Committee meeting.
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Legislative and Communications Committee Meeting

Regular Calendar

4.

State Legislative Status Report
Manny Leon/Kristine Murray

Overview
An overview of the recently approved state budget package is provided.
Recommendation

Receive and file as an information item.

Discussion Items

5.

91 Express Lanes Customer Satisfaction Survey Kick-off
Stella Lin/Ellen S. Burton

Chief Executive Officer's Report
Committee Members' Reports
Closed Session

There is no Closed Session scheduled.
Adjournment

The next regularly scheduled meeting of this Committee will be held at 8:00 a.m.
on Thursday, August 20, 2009, at the OCTA Headquarters.
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Orange County Transportation Authority
Legislative and Communications Committee

Conference Call Agenda
August 6, 2009

1.  State Budget
2. Update on Key Issues for End of Session

3. Late Breaking Developments






g MINUTES

Legislative and Communications Committee Meeting

Committee Members Present Staff Present

Carolyn V. Cavecche, Chairman Patrick J. Gough, Acting Interim Chief Executive Officer
Paul Glaab, Vice Chairman Laurena Weinert, Assistant Clerk of the Board

Arthur C. Brown Allison Cheshire, Deputy Clerk of the Board

Peter Buffa Kennard R. Smart, Jr., General Counsel

William J. Dalton OCTA Staff and members of the General Public

Allan Mansoor

Committee Members Absent
Patricia Bates

Call to Order

The July 16, 2009, regular meeting of the Legislative and Communications Committee
was called to order by Committee Chairman Cavecche at 8:35 a.m.

Pledge of Allegiance

Director Dalton led in the pledge of allegiance.

1. Public Comments
No public comments were received.

Special Calendar

2. Report from Federal Legislative Advocate Scott Baugh
Scott Baugh, OCTA’s Federal legislative advocate, participated via conference call
and provided an update on Senate Bill 375 implementation. The challenge has
been to figure out what the compliance would be and how to measure it
Standards have not yet been set, and Southern California Association of

Governments has made some efforts to identify costs. Standards should be
released in September.

Consent Calendar
3. Approval of Minutes
A motion was made by Director Buffa, seconded by Committee Vice Chairman

Glaab, and declared passed by those present, to approve minutes of the
June 18, 2009, meeting.
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raX MINUTES

Legislative and Communications Committee Meeting

Regular Calendar

4,

State Legislative Status Report

Kristin Essner, Government Relations Specialist, provided an overview of
Assembly Bill 798, which would create the California Transportation Financing
Authority (CTFA) within the office of the Treasurer. The objective of the CTFA
would be to streamline transportation project approval. The bill would also allow
for toll roads to be constructed without individual approval from the Legislature.

Ms. Essner reported that currently there are no parties in opposition to the bill
and most transportation agencies are in support of the bill. The Treasury’s intent
of the bill is to help small transportation agencies. The office would initially be
funded by existing revenues and then later funded through the project sponsors.
The bill would not control future toll road projects, but provide another option for
toll road projects.

A motion was made by Committee Vice Chairman Glaab, seconded by
Director Dalton, and declared passed by those present, to receive and file as an
information item.

Federal Legislative Status Report

Richard Bacigalupo, Manager of Federal Relations, provided an update the
status of the appropriations bill and the authorization bill. The authorization bill
was introduced in late June and the Administration is proposing an
eighteen-month extension to the bill.

Mr. Bacigalupo also provided an update on House Resolution 467, which would
require the Secretary of Treasury to step into the position of state and local
Governments that have injured as a result of the Lehman Brothers bankruptcy.
The bill would cover a portion of OCTA's exposure.

Rodney Johnson, Deputy Treasurer, reported that OCTA is working with a
collective group of agencies to push for the receipt of Troubled Assets Relief
Program (TARP) funds to make the state and local agencies whole, save jobs,
and fund projects. Treasury Secretary Geitner denied the initial request for
TARP funds because the agencies received stimulus package money; therefore,
HR 467 has been proposed.
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Legislative and Communications Committee Meeting

(Continued)

A motion was made by Director Brown, seconded by Committee Chairman
Cavecche, and declared passed by those present, to adopt the following
recommended position on legislation:

Support H.R. 467 (Speier, D-CA and Eshoo, D-CA), the
Equitable Treatment of State and Local Governments Act of 2009, which
would direct the Secretary of the Treasury to purchase at face value debt
instruments issued by Lehman Brothers Holding, Inc., which were held by
any state or local government on September 15, 2008, and continuously
thereafter, and which are subject to the bankruptcy proceedings of that
financial institution

Discussion Items

6.

Chief Executive Officer's Report

Patrick J. Gough, Acting Interim Chief Executive Officer, reported on upcoming
meetings and events.

Committee Members’ Reports

Committee Vice Chairman Glaab reported that he and Directors Bates and Dixon
are working with OCTA staff and the San Juan Capistrano Council Members
regarding double-tracking in South Orange County.

Closed Session

A Closed Session was not conducted at this meeting.
Adjournment

The meeting adjourned at 8:35 a.m.

The next regularly scheduled meeting of this Committee will be held at 8:00 a.m.
on Thursday, August 6, 2009, at the OCTA Headquarters.

ATTEST

Allison Cheshire
Deputy Clerk of the Board

Carolyn Cavecche
Committee Chairman
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OCTA

August 6, 2009

To: Legislative and Communications Committee @

From: James S. Kenan, Interim Chief Executive Offic

Subject: State Legislative Status Report

Overview

An overview of the recently approved state budget package is provided.
Recommendation

Receive and file as an information item.

Discussion

On July 24, the Legislature passed a budget package to address the state’'s
$23.1 billion deficit. The 30 bill budget package contains $15.6 billion in
program cuts, $3.9 billion in additional revenue, $2.1 billion in borrowing, and
$1.2 billion in payment deferrals. Two of the most controversial proposals, the
diversion of local transportation revenue and the “securitization” of
redevelopment funds did not pass out of the Legislature. The budget package
also makes a number of reforms to several health and human services
programs and continues monthly three-day furloughs for state workers.
Overall, the budget package reduces General Fund expenditures down to
approximately $84.1 billion, an 18 percent decrease from two years ago.

Transportation Related Impacts
Proposition 42

The budget package does not suspend Proposition 42 nor change
Proposition 42 allocations. As a result, Proposition 42 funding will remain at
$1.7 billon and is distributed as follows:

¢ $680 million to the State Transportation Improvement Program (STIP)

¢ $340 million to the Public Transportation Account (PTA)

e $680 million to local cities and counties

QOrange County Transportation Authority
550 South Main Street/ P.Q. Box 14184 / Orange / California 92863-1584 /(714) 560-OCTA (6282)
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Due to the five year suspension of the State Transit Assistance (STA)
Program, Proposition 42 PTA allocations will not be transferred to transit
operations. Rather, funds will allocated to regional center transportation,
transportation debt service, and other PTA expenditures.

Spillover

The budget package modifies the existing fiscal year (FY) 2009-2010
distribution formula for spillover revenue (a calculation of the difference
between a portion of the state sales tax on all goods and the sales tax on
gasoline) to divert all revenue totaling $225 million for the current fiscal year to
the Mass Transportation Fund (MTF). The MTF provides debt service
payments for transportation-related general obligation bonds. Budget bill
language is also included to divert all spillover revenues to the MTF for
FYs 2009-2010 through 2012-2013. Previous spillover formulas diverted
portions of spillover revenue to the MTF with remaining revenues being
deposited into the PTA.

The recent California Court of Appeal ruling in the lawsuit filed by the
California Transit Association (CTA) which stated that the diversion of
transportation dollars for General Fund expenditures violates the
State Constitution was not considered in this round of budget negotiations.
The Governor's Office has stated its intent to appeal this decision, which
continues to leave open the issue of the legality of the state’s diversion of
transportation dollars. If the State Supreme Court concurs with the
Appeals Court sometime within the current fiscal year, further negotiations will
need to occur as it is still unclear as to how and when transit funds will be
restored and whether repayment of previous year revenue diversions will take
place.

Cuts to Local Government

The budget package agreed upon by legislative leaders and the Governor
would have diverted nearly $4 billion from local agencies to offset
General Fund expenditures. While the Senate approved a $1 billion diversion
in state gasoline excise tax (gas tax) dedicated to local agencies, the Assembly
struck down the gas tax subvention leaving a $1 billion gap in the General
Fund. Other local funding diversions include a Proposition 1A suspension and
a shift in redevelopment funds to offset a portion of K-12 education funding.

The approved Proposition 1A (2004) suspension will borrow approximately
$2 billion in property tax revenues from counties, municipalities, and special
districts. As required in Proposition 1A, the $2 billion is to be paid back with
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interest to local agencies within three years from the time the money is
borrowed (June 2013). Budget language is also included which provides a
“securitization” mechanism which allows local agencies to borrow against
future repayments as a method to avoid any actual reduction in revenues.
Additionally, the budget provides special provisions which allow local agencies
to file for an exemption upon proof of economic “hardships” such as a city in
danger of filing for bankruptcy. The Department of Finance may grant
“hardship suspensions” totaling up to 10 percent of the total Proposition 1A
amount in any county.

The Assembly voted down two budget measures approved by the Senate. The
Senate passed a budget proposal to shift approximately $1 billion in local
transportation funds to be used for transportation debt service. California
currently levies an 18 cent per gallon gas excise tax (gas tax). Approximately
one-third of gas tax revenues are transferred into the Highway Users Tax
Account (HUTA) which is used to allocate gas tax revenues to cities and
counties through a variety of formulas. Although, initially proposed as a
diversion, the Senate approved budget language to modify the diversion into a
HUTA loan with repayment over 10 years.

The Assembly’s failure to approve the gas tax subvention creates a $1 billion
shortfall in the budget package which proposed to bring the General Fund into
balance. Although legislative leaders have openly stated that the approved
budget measures may not keep the State’s General Fund balanced for
FY 2009-2010, the Assembly’s HUTA rejection created an immediate $1 billion
shortfall in the General Fund. Prior to signing the budget package, the
Governor used his line-item veto authority to reduce General Fund
expenditures by $489 million to offset the HUTA shortfall and build a $500
reserve. At the time of the signing, numerous stakeholders groups have
threatened to file lawsuits due to the legality of the cuts.

The budget package also included a “trigger” provision for the Proposition 1A
suspension, HUTA subvention, and redevelopment shift. The Senate
approved, but the Assembly rejected, a budget measure to provide
redevelopment agencies with the option to extend redevelopment projects to
35 or 40 additional years with 10 percent of the redevelopment agency’s tax
increment going back to the state. The state Infrastructure and Economic
Development Bank (Bank) would then develop a mechanism where bonds
could be sold and backed by the abovementioned revenue stream. If the Bank
could determine that this funding mechanism would generate at least
$7.4 billion for General Fund expenditures then the Proposition 1A suspension,
HUTA diversion, and redevelopment shifts would not occur.
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As part of the bill package, budget trailer bill SBX4 16 authorizes a series of
payment deferrals in order for the State Controller to maintain sufficient cash
resources. SBX4 16 includes language to defer HUTA funds from July through
December 2009 to January 2010. Additionally, SBX4 16 defers Proposition 42
October 2009 and January 2010 allocations to local agencies until May 2010.
Provisions are included, however, to allow local agencies to use available
Proposition 1B local streets and roads dollars without penalty if the revenue is
backfilled upon May’s Proposition 42 payment.

High-Speed Rail

The budget package approves $139.1 million in Proposition 1A high-speed rail
bond funds for the FY 2009-2010.

Streamlining of Project Initiation Documents

Under existing law, major projects on the state highway system require a
project initiation document (PID) before the California Transportation
Commission (CTC) can recommend a project to be programmed for funding.
The information contained in a PID includes such things as the scope,
scheduling, and costs associated with a project. Under current processes,
local transportation agencies can create the PID, with oversight work
completed by the California Department of Transportation (Caltrans), or a local
agency can also authorize Caltrans to complete the PID. Currently, costs
incurred by Caltrans for work related to the development or oversight of a PID
are to be paid through Caltrans resources.

The proposed budget directs Caltrans, by October 1, 2009, to convene a
working group, in coordination with local agencies, to develop strategies for
sharing and lowering costs, streamlining procedures, and reducing delays
associated with the development of PIDs. A report is due to the
Joint Legislative Budget Committee by March 1, 2010. In the meantime, the
proposed budget allocates about $36.5 million to Caltrans to continue work
associated with the development of PIDs for the remainder of the fiscal year.
Orange County Transportation Authority (OCTA) staff has already indicated to
Caltrans staff its interest in participating in all discussions related to the
development of streamlining procedures, with initial working group discussions
expected to begin next month.

Proposition 84 Funding

Last year, SB 732 (Chapter 729, Statutes of 2008) established the Strategic
Growth Council (Council), which is made up of representatives from the
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Governor's Office of Planning and Research (OPR); California Resources
Agency; California Environmental Protection Agency; Business, Transportation
and Housing Agency; California Health and Human Services; and a
public member. The primary purpose of the Council is to coordinate planning
among its various member agencies, to promote the goals of improving the
environment, housing, and transportation, as well as encouraging sustainable
growth.

Among the specific duties of the Council, one is to distribute funding provided
under Proposition 84, $90 million of which SB 732 earmarked for activities
related to the creation of sustainable communities, including the
implementation of SB 375 (Chapter 728, Statutes of 2008). Entities eligible for
such funding include metropolitan planning organizations, councils of
government, regional transportation agencies, such as OCTA, and local cities
and counties.

The proposed budget allocates $12 million in Proposition 84 funds, specifying
that the funds are to be used as planning grants and incentives for the creation
of models and other methods of data collection for implementing SB 375, and
for purposes of support and local assistance. The funds are to be committed
by October 1, 2009. At this time, because no guidelines for the distribution of
these funds have been created, it is unknown how these funds will be
allocated. However, it is expected that there will be a lot of competition for
such funding, with no other funding source for implementing SB 375 identified
at this point.

Office of Planning and Research

In addition, pursuant to recommendations by the Governor and the legislative
budget committees, it is anticipated that when the Legislature reconvenes in
August, a proposal will be brought forth to eliminate the Office of Planning and
Research (OPR) and transfer its functions to other state agencies. Initial
indications are that OPR responsibilities related to the California Environmental
Quality Act may be transferred to the California Air Resources Board.
However, because there is no bill language related to this proposal at this time,
specifics of this transfer are unknown. Once actual language is released, staff
will provide applicable updates.

Impact on Orange County
The approved budget package will have a variety of impacts on OCTA. OCTA

is anticipated to receive an estimated $11.4 million in property tax revenue for
FY 2009-2010. The Proposition 1A suspension mandates an 8 percent



State Legislative Status Report Page 6

reduction in local property tax revenue and as a result, OCTA will lose
approximately $912,000 in revenue which is directly allocated to transit
operations. This revenue loss translates into 11,248 revenue vehicle hours
(based on direct cost).

Although rejected by the Assembly, the proposed gas tax subvention of HUTA
funds would have imposed significant negative impacts to OCTA. As part of
the 1995 Orange County bankruptcy agreement, Section 2128 of the
Streets and Highways Code stipulates that the County of Orange is to annually
allocate $23 million in gas tax dollars to OCTA until 2013. OCTA in return is to
provide $38 million in Transportation Development Act (TDA) funds to
Orange County as also required through bankruptcy legislation.

OCTA would have lost an estimated $46 million in gas tax revenues over the
next two fiscal years if the proposed HUTA subvention had been approved.
OCTA gas tax revenues are currently dedicated to the Bristol Street Widening
Project for the next three fiscal years. As a result, 36 percent of phase | and
phase Il funding required for this project would have been eliminated.
Additionally, Senate-approved budget language authorized the Department of
Finance to continue gas tax subventions for transportation debt service on an
ongoing basis. If this measure was approved by the Assembly and exercised
by the Administration in future state budgets, the loss of gas tax revenues
would have a direct negative impact on OCTA’s transit operations.

Due to the deferment of HUTA funds, the tax exchange with cities and the
Southern California Regional Rail Authority (SCRRA) will be suspended and
payment to the City of Santa Ana for the Bristol Street Widening project will be
delayed at least six months.

Lastly, the budget package estimates approximately $1.3 billion in General
Fund savings through state worker furloughs. The three-day per month
furlough mandate will reduce staff time by 15 percent at the Department of
Transportation (Caltrans) placing OCTA projects at risk of scheduling delays
and increasing project costs.

Summary

An overview of the recently approved state budget package is provided.
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Attachment

A. Orange County Transportation Authority Legislative Matrix

Prepared

Manny Leon
Senior Government Relations Exgcutive Director,

Representative Government Relations
(714) 560-5393 (714) 560-5908
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