
Senate Bill No. 928 

CHAPTER 862 

\11 act tu repeal the heading of Chapter 4 (immediately following 
Scc·ttPII l-t'i3tJ 1 of Part 'i .3 of Division 3 of, to repeal the heading of 
\nick l ltmmediately following Section 14536) of Chapter 4 of Part 
:1 ; , •I Dtv tSi"n ' of and to add Chapter 4 (commencing with Section 
I +:i'ill · to Pan 'i.3 of Division 3 of, the Government Code. relating to 
tratl'l" 1rtat" 111 and making an appropriation therefor. 

IApproved by (iovemor October 8, 1999. hied 
with Secretary of State October 10. l'l99.[ 

LEGISLATIVE COUNSEL'S DIGEST 

-~ B 'I 2 t-.. Hurton. Transportation: financing. 
i:x:•ttnt' law requires that all money in the State Highway Account 

tn tlir· State Transportation Fund derived from federal sources or 
from appropriations to other state agenctes, or deposited 111 the 
accou11t hv lucal agencies or by others, be continuously appropriated 
tr•. .llld he available for expenditure by, the Department of 
I ran,r•ortation for the purposes for which the money was made 
availethlc l'nlcss otherwise expressly provided for by law, none of the 
halan.:L' "t the money in the account may be expended until it has 
het"n ,11ccdically appropriated by the Legislature. 

f'lll'- htll wt•uld continuously appropriate the amounts specified in 
tilt ll.tdgr·t ;\ct as having been deposited in the acCl•unt from federal 
tran>.,p•Htattun funds and pledged hy the California Transportation 
(tilllll•i..,.,l< 111. a<, specified below, to the Treasurer for the purposes of 
t<,>.,uit 'i' kder,li highway grant anticipation notes. as specified, to fund 
transp<>rtatton pmjects selected hy the commission. The bill thereby 
'" uld maJ.,c an appropriation. 

rhr· hJI I rv ould require the commission, in order to provide security 
!(\f I!W rcpavment of the notes, to adopt a resolution dedicating and 
plcd~tng ~lll\ future receipts of federal transportation funds to the 
pa\mt:nt ut the notes. Upon taking that action, the commission would 
hL' autlwri;Td tu request the Treasurer to issue the notes. 

f'ih· hill 11 uttld require the Treasurer to issue the notes pursuant to 
the l<,llllll!'-,SJun \ resolution and would require the proceeds from the 
,,tic ,r the nutcs to he deposited in the Transportation Financing 
Suhar ,·ount. which the hill would create in the account. The funds in 
thr 'uhac·c·<lllllt would be available for use as directed by the 
<.:< llll!lltsc;tllll and administered by the Department of Transportation 
and I•' pa1 coot<. associated with the issuance of the notes. 

TIL· htll would provide that the notes may not be deemed to 
c,,nstllute ~~ ,lcht or liability of the state or any political subdivision 
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til< n·· li. 'll ,1 pledge of the full faith and credit of the state or any 
pulitk.tl ,uhdl\i,ion thereof, hut shall he paid solely from the funds 
and rc'' l'lllll''i nledged for that purpose. 

rih' hill '' uuld limit the eligible projects to transportation projects 
tk<t h,t\l' heen de,ignated for accelerated construction by the 
C< \1!11!1 "\I< Ill 

,\I'P"''J'I!Citiun: yes. 

7/i,· 1' Ofl/, r>jrl!c )'{(lfc of California do enact as follows: 

SH TH )[\ I. The heading of Chapter 4 (immediately following 
St·•:tt• !11 !-+'))(,I of Part 5.3 of Division 3 of the Govemment Code is 
rejlt'<J!,·d. 

SH !'he heading of Article 1 (immediately following Section 
1-+~~;,,, l't t 'ktptcr 4 of Part 5.3 of Division 3 of the Government Code 

'" 'l'J'L·akd 
SH 1 'hapter 4 (commencing with Section 14550) is added to 

l'a•·t" \ ut Di1 t>ion 3 of the Govemment Code, to read: 

II 'l'ii.R 4. FEDERAL HIGHWAY GRANT ANTICIPATION NOTES 

\rticle l. Legislative Findings and Declarations 

!'itt' Legislature hereby finds and declares all of the 
f<) IIOI\ Ill&' 

a 1 13t'l\\ l'l'll 1970 and 1990, Califomia's population grew hy 50 
pet ct'11L ''hi k the total number of miles driven in the state increased 
h\ [(,(1j1L'!LT1ll 

•h· C<llhLT\ati\·e estimates have the state adding an additional 6 
!llllil-'11 IlL'\\ rnidents hy the end of the next decade. 

c' Rn cnues available for investment m California's 
trarts] ,, 1rtat '' 111 svst:m have not kept pace with that increasing state 
pclf1ll'«lH"l or with the increased demand on the state's 
transp·lrtatH'n tnrrastructure. 

d · Caltfunlla Is now home to five of the nation's 10 most 
cc 'ltgc·,ted mh.tn areas. 

e! !kt11 t'CII 1987 and 1995, the number of Califomia drivers who 
"t idk 111 traffic congestion has grown hy 70 percent, and Califomia 
dmc 11"" ,it Idle in traffic congestion more than 300.000 hours per 
dii". 

f, it !' t'stimatcd that traffic congestion in Califomia now costs 
tilt '·Lltt··, businesses more than two million eight hundred thousand 
dllilao· ( 't:'.ROO,OOO) per day in lost time and resources. 

· g; Tilt· l. nited States Congress recently authorized states under 
tilt k Jnal t\atiunal Highway System Designation Act of 1995 and the 
fCLicr.I! l'ran-;portation Equity Act for the 21st Century to issue 
"C.\RVEl hunds... which are tax-exempt anticipation notes backed 
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b\ c:llllll~ll federal arpropriations for federal aid transportation 
pr<l.Jl'cl\ 

1 h l til11ill~ grant anticipation notes to finance federal 
tr.llh)l\lrtatiun projects can greatly accelerate projects and can result 
111 ,J~nitJ,·~lllt ,·ust savings to the state. since those transportation 
pn lJL'lt' c<~n he cmnpleted at present-day costs. 

'11 htmlin~ transportation projects with grant anticipation notes 
cc1 1 .tho deliver projects to the public significantly sooner than 
tradllt·l!tal funding mechanisms. 

11 fill'reft,re. it is in the best interest of the State of California to 
dnet< ·r the'c new and innovative methods for funding and 
a,·,_:e lcr~tltn).' critical transrortation infrastructure projects. 

Article 2. Definitions 

l-1-,~' ll11icss the context otherwise requires, the definitions in 
th" .Jrtick ~ovem the construction of this chapter. 

l-1-~~.:' . .' ··Eligible Project" means any highway or other 
tr.tn-,p>~rtation project that has been designated for accelerated 
Crlrt',!ntctHm h) the commission. 

l4' ~ 2 ..+ ··Federal transrortation funds" means any funds 
ap )Oillum·d trl the state by the United States Department of 
Tr;tll'JlurtattLlll. i,tcluding, but not limited to, funds paid pursuant to 
th1 lrathprlrtation Equity Act for the 21st Century (Public Law 
[ ()~ '?.;I 

l-1-"i~.'(, \ ·note" is a federal highway grant anticipation note 
i"ll''• i l1\ th,· Treasmcr under this chaptet. 

Article 3. Selection of Projects 

14' "i , 'a' The commission may from time to ttme select and 
de ·I)CILtk' L'it).'ihlc projects to be funded from the proceeds of notes, 
il fi,t.liiL"III" uf the proJeCt from the proceeds of notes has been 
'lJ'[l~"l ',·d hv the J=:ederal Highway Administration and the regional 
trarl'l'' Htat 1on planning agency, and the project has completed 
t:lt'.JI· lit mental clearance and project design. 

, hi Nr•t\\Jtltstanding Section 7550.5 of the Govemment Code, on 
'1r lxhli.L' .\pnl l of each year, the commission, in conjunction with 
tilL lteasuJ"tT\ office, shall prepare an annual analysis of the bonding 
c.1pa, 1 \ ol federal transportation funds deposited m the State 
~~~:~Ill\ a\ \r·,·ount in the State Transportation Fund. 

!..+""\' ~-~' The commiSSIOn, in cooperation with the department 
,lJld rt').'Jr HW I transrortation planning agencies, shall establish 
gutLkl ne' ftlr eligibility for funding allocations under this chapter. 
Til.' .c utLk Ime..; shall be nondiscriminatory and shall be designed to 
all' 1\\ a' nwr v counties as possible to establish eligibility for funding 
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allut· Jtlulh under this chapter, regardless of the population or 
t'l'dgr.tphlc· loc:atrun of the county. 

1..\''il-+ !'he Treasurer may not authorize the issuance of notes 
11 tic annual repayment obligations of all outstanding notes m any 
the:a' 1c~tr '' mtld exceed 30 percent of the total amount of federal 
ll'ctlhportatHHl funds deposited in the State Highway Account in the 
St.tlL' lransportation Fund for any consecutive 12-month period 
~> lthll' tht> precedmg 24 months. 

1..\~'ii (, -\II funds allocated to a project under this chapter, 
!Ilt'llldlllg ,w.,t ovenuns and financing costs, shall be counted against 
tilt· ,wtt· transportation improvement program county share for the 
ct>Lilll' 111 11 hich the project is located. 

1-l~'i'\' In order to provide security for repayment of the notes, 
tilt' ,.,Hllllll\\11\11 shall adopt a resolution dedicating and pledging any 
furur,· recerpts of federal transportation funds received by the state 
t" tlw pavment of principal of, and interest and premium on the 
nure' fur ~~' long as any notes remain outstanding. That action shall 
l'l' htillrtc a pledge or receipt of those moneys as collateral within the 
nll'anng ,,f subdivision (b) of Section 5450. The pledge shall he 
govnned under Chapter 5.5 (commencing with Section 5450) of 
Dr 'i'i· >n 11 of Title 1 of the Government Code. The commission shall 
bt· tk,•rnnl a "puhlic body" for purposes of Section 5451, as defined 
in ')c,·<iun 'i-4'0. 

1-+ ~ '13.:-, Be tore notes are issued under this chapter, the 
c'\llllllliS\H>IJ. 111 cooperation with the department, shall consider and 
delen11ine the appropriateness of the mechanism authorized by this 
chaptn 111 tomparison to other funding mechanisms, including, but 
ll< >: I :mitl'd to. pay-as-you-go, federal advance construction, federal 
111c n·n1e11tal advance construction, or other funding methods 
<tuliH <1'17cd undet federal law to achieve maximum efficiency from 
the ;,f-Jte';, kdnal allocation of transportation funds. 

1-+"~-' 1 ' 1a) Upon taking the actions authorized under this 
,u·tlt'i<' the t ommission may request the Treasurer to issue notes to 
pn •\ i,le funds for the eligible projects. 

'h 1 Not\1 ithstanding Section 7550.5 of the Govemment Code, on 
u1 hcorc \pril I of each year, the commission shall prepare and 
\lthtllll a11 ~nmual report regarding the preceding calendar year to 
tilt· 1 o~c·1·m,r and the Legislature. Each report shall compile and 
detail tilt' total amount of outstanding debt issued pursuant to this 
chapTc· ·and t lit~ projects funded by that outstanding debt. 

Article 4. Issuance of Notes 

-+>·'"+. Lt.• In order to provide for the financing of selected 
pn·Jt'l ''· tht· Treasurer may issue tax-exempt or taxable notes under 
tlu·. <ttlit·k Prucceds of the sale of those notes shall be deposited in 
the j,·an.,pl onatiun Financing Subaccount, which ts hereby created 
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a' a 'ill"t"tdl trust fund in the State Highway Account in the State 
l r.tll'!'Ortatt• HI Fund. The funds in the suhaccount shall he availahle 

!"1 n ht" .h directed hy the commission and administered by the 
dt"l':u tmcnt and to pay costs associated with the issuance or further 
"''·ut t<\ ul the notes or for capitalized interest of up to 12 months. 

h c\n1 i'>Ue of notes may be secured and made more attractive 
It' c wita I lllarkets through financial instruments, including, but not 
ltnntnl tl>. the following: 

I Crt·dn enhancements, including, but not limited to, letters of 
cTcdtt bond insurance. and surety bonds provided by private sector 
fmatL tal ttt\lttutiun>. 

' ltNtrann: and guarantees provided by any other agency of the 
-;tate 

!-+ ~ ~-+ _. I he Treasurer shall tssue notes from time to time 
pw>u::nt 111 ;1 re-;olution from the commission. Those pledges shall be 
g'" t"ll!ed under Chapter 5.5 (commencing with Section 5450) of 
Dt, i't' 111 1, t f Title I of the Government Code. The resolution may 
c·.>llt:ll•t am ',r the following provisions, which shall be a part of the 
c;, mtr ~o_·t 11 1th the holders of the notes to be authorized: 

I a I Pnll hillll\ rledging receipt of future federal transportation 
fuJJth tt' o;ccure the payment of the notes or of any particular issue of 
!HH'' o;uhJt'l t to those agreements with noteholders as may then 
n 1't and pledging moneys held in funds and accounts pursuant to 
tht IH 'tt· h>Ue llr the earnings thereon. The Treasurer may authorize 
.:Ia>\<"· t d ll<He-, having different priority in the receipt of available 
ft·cn 1 tran>portation funds. 

· h 1 Prlll"l,illns for the investment of proceeds of the notes or of the 
Ill I nc· 1 ' IH"t'l 1 ed hy the Treasurer for repayment of the notes. 

lc 1 !'n" l'lt>ll\ setting aside reserves or sinking funds, and the 
n·.~uLtiH>ll and disposition thereof. 

tdl Ltlnttatltlll.' on the issuance of additional notes, the term~ upon 
'' il 1cl1 addJtll'llal notes may be issued and secured, and the refunding 
uf llll:'tamlln_l! notes. 

; ,. ' rll<:' pn wedure, if any, by which the terms of any contract with 
lhllt'h ·ldn' may be amended or abrogated, the amount of notes and 
the IH ,Jdcr·, thereof that are required to give consent thereto, and the 
lllallllc'r 111 which the consent may be given. 

1 f1 i kf!nttions of acts or omissions to act that constitute a default 
111 tilt duilt'' of the state to holders of the notes, and provisions on the 
nt'IH' .111d remedies of the holders in the event of a default. 

-1~ -,-1.-1 An; notes issued under this chapter may be secured by 
,J lttl't c~i!reement, indenture, or resolution by and between the 
c"tl!nnrl,,iun and a trustee. The trustee may he the Treasurer or a bank 
1n tr'l '' ,.,,mpanv chartered under the laws of this state or of the 
lln,tc,J State> and designated by the Treasurer. The Treasurer may 
,rtr Utlt n tilt· note resolution as the fiscal agent for the notes. 
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1-1,)-1 (, lilc note~ shall he authorized hy resolution or resolutions 
ut titc' Trca-;urer, shall he in the fonn, shall hear the date or dates, and 
'hall natutT at the time or times, as the resolution or resolutions may 
pn'\ ~ck nccpt that no note may mature more than 30 years from the 
date , ,f '" i:--,uc. The fixed or variable notes shall hear interest at the 
rak . r ralt'-,. he in the denominations, be in the form, be executed 
111 the' tnallllt'l. he payable in the medium of payment at the place or 
pLn', \\ tthitt or without the state, be subject to the terms of 
rnle!ll!lt io11 and contain the terms and conditions, that the resolution 
or rL''' ,Jut toll' may provide. The notes shall he sold at public or private 
,,tk hv the Treasurer at, above, or below the par value, on the terms 
and , onditton-, and for the consideration that the Treasurer shall 
deten11ine 

I-1 ~'leU.; ',I) Notwithstanding Section 13340 of the Government 
C llLk thc a!llounts specified in the annual Budget Act as having been 
dt'J)("ttcd 111 the State Highway Account in the State Transportation 
Futtd In 1111 federal transportation funds, and pledged by the 
Ccllmll ''"'II under this chapter, are hereby continuously 
appn •pnated, without regard to fiscal years, to the Treasurer for the 
purp1 ,,e, lll. and 111 accordance with, this chapter. 

: h 1 Fu11d-, that are subject to Section 1 or 2 of Article XIX of the 
Caiifwnta Constitution may be used as the state or local principal 
lll~1tcl1 tor .til\ project that is eligible for federal matching funds and 
'' t umled pursuant to this chapter. 

! -1.> i:'i. l ipon request of the commission, the Treasurer may tssue 
rl'lluldtng notes to refund any outstanding notes, and to pay costs 
a'"ll'tated 111tlt that refunding. 

! -1 '':" . .' Whenever the Treasurer deems that it will increase the 
"althil 1t\ "' the price of the notes to obtain, prior to or after sale, a 
kt.'al dJ1llll11tL other than that of the Attorney General, as to the 
\,tltdtt, ••r ta\-e\empt nature of the notes, the Treasurer ·may obtain 
that lt·t.'al op1nion. Payment for those legal services shall be made 
fn 1111 :he prucn:ds of the sale of the notes. 

-1~>:'1 -1 The Treasurer may employ financial, engineering, or 
tra IISJ't >rtat lUll consultants or advisers, underwriters, and 
~w, ou11t~1nh a-; may be necessary in his or her judgment in connection 
\vtth f!H' 1-,-,u,lllce and sale of any notes of the Treasurer. Payment for 
tlw-;c ,en ILL'' may he made out of the proceeds of the sale of the 
11\l[C\ 

1-+~- :'\ r, St'ctwn 10295 of the Public Contract Code and Article 4 
!COimneltctng with Section 10335) of, and Article 5 (commencing 
\\tth '-'ectttHI 10355) of Chapter 2 of Part 2 of Division 2 of the Public 
C \ •11tr.t ·t Cmk' do not apply to agreements entered into by the 
f'rc.t\tter pur:-ouant to the sale of notes authorized under this chapter. 

I-I"':'\. S Notes issued under this chapter are a legal investment 
lo1 a·IV -;tate special or trust fund notwithstanding any provision of 
Ltv\ I lllltlltg the investments that may be made hy the special or trust 
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tu1 d lhc· tHHL'S shall he legal investments in which all public officers 
and 1uhl1c hodies of the state, its political subdivisions. all 
ntunte·•paltttc·-. ami municipal subdivisions, all insurance compames 
and .h~nctattons and other persons carrying on an insurance business, 
all h.uti-- s. "' \ ings and loan associations, savings banks and savings 
.t'>Vlllatll>lh. mvestment companies, all administrators, guardians, 
e-zt·cut 1r' trustees and other fiduciaries, and all other persons 
author• zed tu im est in notes or in other obligations of the state, may 
prr •pet I: ~111d legally invest funds, including capital. in their control 
<lr· ht lungmg to them. The notes may he used as security for public 
deposit\ The ll\ltes are also securities that may properly and legally 
he de· lLl'>itcd wtth and received hy all public officers and bodies of 
stalt' 11 ~Ill\ agency or political subdivision of the state and all 
mun~c· palilit''> and public corporations for any purpose for which the 
dcpL"il lll twtes or other obligations of the state is authorized hy law, 
lltclud ng depo-.its tu secured public funds. 

1.+:> ):'\ t) Notes issued under the provisions of this chapter may not 
he Lkc·mnl lL' constitute a debt or liability of the state or of any 
pcllit~<.: tl \uhdiviston thereof, or a pledge of the full faith and credit of 
the sLJtc ,11 of any political subdivision thereof, but shall he payable 
'>L>ieh !rum the funds and revenues pledged therefor. All the notes 
shall ,·ontain Llll their face a statement to the effect that the State of 
Califwnia -.lull not he obligated to pay the principal, or the interest 
<Jtl tlw ll<ltt·s except from the revenues received hy the Treasurer as 
sh~rll he· pn>\ ided hy the documents governing the revenue note 
''' c~a;L'L·. and that neither the faith and credit nor the taxing power 
ot tl,, Srate of California or of any of its political suhdivisions is 
pkd~L'd l,, tltL· payment of the principal or interest on the notes. The 
i-.-,uatLT "' notes under this part shall not directly or indirectly or 
,-,,nt11uenth t>hligate the state or any of its political subdivisions to 
In\ 11 ''' pledge any form of taxation whatever or to make any 
ctppn•J'I'ldlllln fm their payment. 
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