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An act to repeal the heading of Chapter 4 (i mrediately follow ng
Section 14536) of Part 5.3 of Division 3 of, to repeal the headi ng of
Article 1 (imediately follow ng Section 14536) of Chapter 4 of Part
5.3 of Division 3 of, and to add Chapter 4 (conmmencing with Section
14550) to Part 5.3 of Division 3 of, the Governnent Code, relating to
transportation, and naking an appropriation therefor

LEGQ SLATI VE COUNSEL' S DI GEST

SB 928, Burton. Transportation: financing.

Existing law requires that all noney in the State H ghway Account
in the State Transportation Fund derived from federal sources or from
appropriations to other state agencies, or deposited in the account
by | ocal agencies or by others, be continuously appropriated to, and
be avail abl e for expenditure by, the Department of Transportation for
the purposes for which the noney was nade avail able. Unl ess
ot herwi se expressly provided for by | aw, none of the bal ance of the

nmoney in the account may be expended until it has been specifically
appropriated by the Legislature.
This bill would continuously appropriate the amunts specified in

t he Budget Act as having been deposited in the account from federa
transportation funds and pl edged by the California Transportation
Conmi ssion, as specified below, to the Treasurer for the purposes of
i ssuing federal highway grant anticipation notes, as specified, to
fund transportation projects selected by the conm ssion. The bil
t her eby woul d nake an appropriation

The bill would require the comrission, in order to provide
security for the repaynment of the notes, to adopt a resolution
dedi cati ng and pl edgi ng any future receipts of federal transportation
funds to the paynent of the notes. Upon taking that action, the
conmi ssion woul d be authorized to request the Treasurer to issue the
not es.

The bill would require the Treasurer to issue the notes pursuant
to the comm ssion's resolution and would require the proceeds from
the sale of the notes to be deposited in the Transportation Financing



Subaccount, which the bill would create in the account. The funds
in the subaccount would be avail able for use as directed by the
conmi ssion and adm nistered by the Departnent of Transportation and
to pay costs associated with the issuance of the notes.

The bill would provide that the notes may not be deened to
constitute a debt or liability of the state or any politica
subdi vi sion thereof, or a pledge of the full faith and credit of the
state or any political subdivision thereof, but shall be paid solely
fromthe funds and revenues pl edged for that purpose.

The bill would limt the eligible projects to transportation
projects that have been designated for accel erated construction by
t he conmi ssi on.

Appropriation: yes.

THE PEOPLE OF THE STATE OF CALI FORNI A DO ENACT AS FOLLOWSE:

SECTION 1. The headi ng of Chapter 4 (i mrediately follow ng Section
14536) of Part 5.3 of Division 3 of the Government Code is repeal ed.

SEC. 2. The heading of Article 1 (inmediately follow ng Section
14536) of Chapter 4 of Part 5.3 of Division 3 of the Governnent Code
i s repeal ed.

SEC. 3. Chapter 4 (commencing with Section 14550) is added to Part
5.3 of Division 3 of the Government Code, to read:

CHAPTER 4. FEDERAL HI GHWAY GRANT ANTI CI PATI ON NOTES
Article 1. Legislative Findings and Decl arations

14550. The Legislature hereby finds and declares all of the
fol |l owi ng:

(a) Between 1970 and 1990, California's population grew by 50
percent, while the total nunber of mles driven in the state
i ncreased by 100 percent.

(b) Conservative estinmates have the state adding an additional 6
mllion new residents by the end of the next decade.

(c) Revenues available for investment in California's
transportati on system have not kept pace with that increasing state
popul ation, or with the increased demand on the state's
transportation infrastructure.

(d) California is now honme to five of the nation's 10 nost
congested urban areas.

(e) Between 1987 and 1995, the nunber of California drivers who
sit idle in traffic congestion has grown by 70 percent, and
California drivers now sit idle in traffic congestion nore than
300, 000 hours per day.

(f) It is estimated that traffic congestion in California now
costs the state's businesses nore than two mllion eight hundred
t housand dol | ars (%2, 800,000) per day in lost tine and resources.

(g) The United States Congress recently authorized states under
the federal National H ghway System Designation Act of 1995 and the
federal Transportation Equity Act for the 21st Century to issue
"GARVEE bonds," which are tax-exenpt anticipation notes backed by
annual federal appropriations for federal aid transportation
proj ects.

(h) Wilizing grant anticipation notes to finance federa



transportation projects can greatly accelerate projects and can
result in significant cost savings to the state, since those
transportation projects can be conpleted at present-day costs.

(i) Funding transportation projects with grant anticipation notes
can al so deliver projects to the public significantly sooner than
traditional funding nmechani sns.

(j) Therefore, it is in the best interest of the State of
California to devel op these new and i nnovative nethods for funding
and accelerating critical transportation infrastructure projects.

Article 2. Definitions

14552. Unless the context otherw se requires, the definitions in
this article govern the construction of this chapter.

14552.2. "Eligible Project"” nmeans any highway or other
transportation project that has been designated for accel erated
construction by the conm ssion

14552. 4. "Federal transportation funds" nmeans any funds
apportioned to the state by the United States Departnent of
Transportation, including, but not limted to, funds paid pursuant to
the Transportation Equity Act for the 21st Century (Public Law
105-178).

14552.6. A "note" is a federal highway grant anticipation note
i ssued by the Treasurer under this chapter

Article 3. Selection of Projects

14553. (a) The commission may fromtine to tinme select and
designate eligible projects to be funded fromthe proceeds of notes,
if financing of the project fromthe proceeds of notes has been
approved by the Federal Hi ghway Adm nistration and the regiona
transportation planni ng agency, and the project has conpl eted
envi ronnental clearance and project design

(b) Notwithstandi ng Section 7550.5 of the Government Code, on or
before April 1 of each year, the commi ssion, in conjunction with the
Treasurer's office, shall prepare an annual analysis of the bonding
capacity of federal transportation funds deposited in the State
Hi ghway Account in the State Transportation Fund.

14553. 2. The commi ssion, in cooperation with the department and
regi onal transportation planning agencies, shall establish guidelines
for eligibility for funding allocations under this chapter. The
gui del i nes shall be nondi scrimnatory and shall be designed to all ow
as many counties as possible to establish eligibility for funding
al l ocations under this chapter, regardl ess of the population or
geographic | ocation of the county.

14553. 4. The Treasurer may not authorize the issuance of notes if
t he annual repaynent obligations of all outstanding notes in any
fiscal year would exceed 30 percent of the total anount of federa
transportation funds deposited in the State H ghway Account in the
State Transportation Fund for any consecutive 12-nonth period within
t he precedi ng 24 nonths.

14553.6. All funds allocated to a project under this chapter
i ncludi ng cost overruns and financing costs, shall be counted agai nst
the state transportation inprovenent program county share for the
county in which the project is |ocated.

14553.7. In order to provide security for repaynent of the notes,
the comni ssion shall adopt a resol ution dedicating and pl edgi ng any



future receipts of federal transportation funds received by the state
to the paynent of principal of, and interest and prem um on the
notes, for as long as any notes remin outstanding. That action
shall constitute a pledge or receipt of those nobneys as collatera

wi thin the nmeani ng of subdivision (b) of Section 5450. The pl edge
shall be governed under Chapter 5.5 (conmencing with Section 5450) of
Division 6 of Title 1 of the Government Code. The comm ssion shal

be deenmed a "public body" for purposes of Section 5451, as defined in
Section 5450.

14553.8. Before notes are issued under this chapter, the
conmmi ssion, in cooperation with the department, shall consider and
determ ne the appropriateness of the nechani sm authorized by this
chapter in conparison to other funding mechani sms, including, but not
limted to, pay-as-you-go, federal advance construction, federa
i ncrenental advance construction, or other funding nethods authorized
under federal law to achieve maxi mum efficiency fromthe state's
federal allocation of transportation funds.

14553.9. (a) Upon taking the actions authorized under this
article, the comm ssion may request the Treasurer to issue notes to
provide funds for the eligible projects.

(b) Notwi thstanding Section 7550.5 of the Government Code, on or
before April 1 of each year, the conm ssion shall prepare and submt
an annual report regarding the preceding cal endar year to the
Governor and the Legislature. Each report shall conpile and detai
the total ampunt of outstandi ng debt issued pursuant to this chapter
and the projects funded by that outstandi ng debt.

Article 4. | ssuance of Notes

14554. (a) In order to provide for the financing of selected
projects, the Treasurer may issue tax-exenpt or taxable notes under
this article. Proceeds of the sale of those notes shall be deposited
in the Transportation Financing Subaccount, which is hereby created
as a special trust fund in the State Hi ghway Account in the State
Transportation Fund. The funds in the subaccount shall be available
for use as directed by the comm ssion and adm nistered by the
departnment and to pay costs associated with the issuance or further
security of the notes or for capitalized interest of up to 12 nonths.

(b) Any issue of notes may be secured and nade nore attractive to
capital markets through financial instruments, including, but not
limted to, the foll ow ng:

(1) Credit enhancenents, including, but not limted to, letters
of credit, bond insurance, and surety bonds provided by private
sector financial institutions.

(2) Insurance and guarantees provi ded by any other agency of the
state.

14554.2. The Treasurer shall issue notes fromtinme to tine
pursuant to a resolution fromthe conm ssion. Those pl edges shall be
governed under Chapter 5.5 (commencing with Section 5450) of
Division 6 of Title 1 of the Government Code. The resolution may
contain any of the follow ng provisions, which shall be a part of the
contract with the holders of the notes to be authorized:

(a) Provisions pledging receipt of future federal transportation
funds to secure the paynment of the notes or of any particular issue
of notes, subject to those agreenents with notehol ders as may then
exi st, and pl edgi ng noneys held in funds and accounts pursuant to the



note i ssue, or the earnings thereon. The Treasurer mmy authorize
cl asses of notes having different priority in the receipt of
avail abl e federal transportation funds.

(b) Provisions for the investment of proceeds of the notes or of
the nmoneys received by the Treasurer for repaynent of the notes.

(c) Provisions setting aside reserves or sinking funds, and the
regul ati on and di sposition thereof.

(d) Limtations on the issuance of additional notes, the terns
upon whi ch additional notes may be issued and secured, and the
refundi ng of outstandi ng notes.

(e) The procedure, if any, by which the terns of any contract with
not ehol ders may be anmended or abrogated, the anount of notes and the
hol ders thereof that are required to give consent thereto, and the
manner in which the consent may be given.

(f) Definitions of acts or om ssions to act that constitute a
default in the duties of the state to holders of the notes, and
provi sions on the rights and renmedi es of the holders in the event of
a default.

14554. 4. Any notes issued under this chapter nmay be secured by a
trust agreenment, indenture, or resolution by and between the
commi ssion and a trustee. The trustee may be the Treasurer or a bank
or trust conpany chartered under the laws of this state or of the
United States and designated by the Treasurer. The Treasurer may act
under the note resolution as the fiscal agent for the notes.

14554.6. The notes shall be authorized by resolution or
resol utions of the Treasurer, shall be in the form shall bear the
date or dates, and shall mature at the tine or tines, as the
resolution or resolutions may provide, except that no note nay nmature
nore than 30 years fromthe date of its issue. The fixed or
variabl e notes shall bear interest at the rate or rates, be in the
denom nations, be in the form be executed in the manner, be payabl e
in the medium of paynment at the place or places within or wthout the
state, be subject to the terns of redenption and contain the terns
and conditions, that the resolution or resolutions nay provide. The
notes shall be sold at public or private sale by the Treasurer at,
above, or below the par value, on the terns and conditions and for
t he consideration that the Treasurer shall determ ne

14554.8. (a) Notwithstanding Section 13340 of the Governnent
Code, the anmounts specified in the annual Budget Act as having been
deposited in the State H ghway Account in the State Transportation
Fund from federal transportation funds, and pledged by the conm ssion
under this chapter, are hereby continuously appropriated, w thout
regard to fiscal years, to the Treasurer for the purposes of, and in
accordance with, this chapter.

(b) Funds that are subject to Section 1 or 2 of Article XIX of the
California Constitution may be used as the state or |ocal principa
mat ch for any project that is eligible for federal matchi ng funds and
is funded pursuant to this chapter

14555. Upon request of the commr ssion, the Treasurer may issue
refundi ng notes to refund any outstanding notes, and to pay costs
associ ated with that refunding.

14555. 2. \henever the Treasurer deens that it will increase the
salability or the price of the notes to obtain, prior to or after
sale, a legal opinion, other than that of the Attorney General, as to
the validity or tax-exenpt nature of the notes, the Treasurer may
obtain that |egal opinion. Paynment for those |egal services shall be
made from the proceeds of the sale of the notes.



14555.4. The Treasurer may enploy financial, engineering, or
transportation consultants or advisers, underwiters, and accountants
as may be necessary in his or her judgnent in connection with the
i ssuance and sale of any notes of the Treasurer. Paynent for these
services may be nmade out of the proceeds of the sale of the notes.

14555.6. Section 10295 of the Public Contract Code and Article 4
(commencing with Section 10335) of, and Article 5 (conmencing with
Section 10355) of, Chapter 2 of Part 2 of Division 2 of the Public
Contract Code do not apply to agreenments entered into by the
Treasurer pursuant to the sale of notes authorized under this
chapter.

14555.8. Notes issued under this chapter are a | egal investnent
for any state special or trust fund notw thstanding any provision of
law limting the investnents that may be nmade by the special or trust
fund. The notes shall be legal investnents in which all public
of ficers and public bodies of the state, its political subdivisions,
all rmunicipalities and municipal subdivisions, all insurance
conpani es and associ ati ons and ot her persons carrying on an insurance
busi ness, all banks, savings and | oan associations, savings banks
and savi ngs associ ations, investment conpanies, all administrators,
guardi ans, executors, trustees and other fiduciaries, and all other
persons authorized to invest in notes or in other obligations of the
state, may properly and legally invest funds, including capital, in
their control or belonging to them The notes may be used as
security for public deposits. The notes are also securities that may
properly and legally be deposited with and received by all public
of ficers and bodi es of state or any agency or political subdivision
of the state and all nunicipalities and public corporations for any
purpose for which the deposit of notes or other obligations of the
state is authorized by law, including deposits to secured public
funds.

14555.9. Notes issued under the provisions of this chapter may
not be deenmed to constitute a debt or liability of the state or of
any political subdivision thereof, or a pledge of the full faith and
credit of the state or of any political subdivision thereof, but
shall be payable solely fromthe funds and revenues pl edged therefor

Al'l the notes shall contain on their face a statenment to the effect
that the State of California shall not be obligated to pay the
principal, or the interest on the notes, except fromthe revenues
received by the Treasurer as shall be provided by the docunents
governi ng the revenue note issuance, and that neither the faith and
credit nor the taxing power of the State of California or of any of
its political subdivisions is pledged to the payment of the principa
or interest on the notes. The issuance of notes under this part
shall not directly or indirectly or contingently obligate the state
or any of its political subdivisions to |levy or to pledge any form of
taxati on whatever or to make any appropriation for their paynent.



