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A) AB 160 (Alejo) -Would exempt from the Public Employees' Pension Reform Act
(PEPRA), by exempting from the definition of public retirement system, employer
plans whose employees' collective bargaining rights are protected by a specific
provision of federal law. NEUTRAL WORK WITH AUTHOR
B) SCA 4 (Liu) and SCA 8 (Corbett) -Would provide that the imposition, extension, or
increase of a special tax by a local government for the purpose of providing funding
for transportation projects requires 55% approval. SUPPORT
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ATTACHMENT A
BILL:

AB 160

AUTHOR:

ASSEMBLYMEMBER LUIS ALEJO
(D-SALINAS)

SUBJECT:

PUBLIC EMPLOYEES' PENSION REFORM ACT (PEPRA)

STATUS:

ASSEMBLY PUBLIC EMPLOYEES, RETIREMENT AND SOCIAL
SECURITY

POSITION:

NEUTRAL WORK WITH AUTHOR

RECOMMENDATION
Staff recommends that the Board adopt a neutral work with author position on AB 160
which exempts represented public transit employees from PEPRA.

ISSUE
Last year the State adopted PEPRA. Since that time, labor unions representing certain
public transit employees have asserted to the United States Department of Labor (DOL)
that PEPRA impairs pension benefits contained in existing collective bargaining
agreements and restricts collective bargaining rights, in violation of the protections in
Section 13(c) of the Federal Transit Act. Before federal transit funds can be disbursed,
the DOL must certify that grant recipients are compliant with Section 13(c) and has
withheld certification of grants to California transit agencies. DOL is currently
withholding certification of $33 million in federal grants requested by Metro.

PROVISIONS
PEPRA modified the pension plan requirements that may be offered by various
government entities. Included in these reforms were provisions affecting benefit
formulas, the definition of what comprises pensionable earnings, limits on pensionable
earnings, and other matters. PEPRA also calls for new members to pay 50% of the
normal cost of benefits and strengthens the rules involving pension forfeiture for public
employees and elected officials who commit job-related felonies. Although most
PEPRA provisions affect new employees, a few sections apply to current employees,
such as the elimination of "airtime", new rules for retirees returning to public
employment, and pension forfeiture for felons.
AB 160 would:
•

Exempt represented public transit employees from PEPRA by exempting any
group of employees that are protected under Section 13(c) of the Federal Transit
Act.
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DISCUSSION
Labor unions representing public transit employees in California have objected to the
grant applications of various transit agencies by asserting that PEPRA violates their
federally protected bargaining rights. The DOL has withheld certification of grants to
agencies including, the Orange County Transportation Authority, Sacramento Regional
Transit District, Monterey Salinas Transit and Metro, amongst others. Metro currently
has $33 million in grants where the certification is being withheld because of unions'
Section 13(c) objections. During 2013 we intend to apply for almost $500 million in
grants which could be implicated by this dispute.
The following outlines the general arguments for and against the bill. Since these
matters are pending legal review at DOL, this is a summary of the general arguments
offered by labor unions and transit agencies and is not meant to be an exhaustive legal
review of the issues.
The labor unions representing public transit employees argue that PEPRA violates their
federally protected bargaining rights by reducing benefits without collective bargaining.
They assert that provisions such as increased contributions by employees cannot be
mandated by state law and must be bargained according to federal law. They further
argue that since PEPRA violates federal law, federal transit funds cannot flow to
California transit agencies.
Transit agencies have argued that PEPRA does not violate federal law because
collective bargaining can still take place. Transit agencies further assert that no
employees have been harmed by PEPRA since the provisions apply to new employees
hired after Jan. 1, 2013. Since these employees had no benefits prior to January 1,
2013 their benefits have not been reduced. Transit agencies further argue that since
collective bargaining may still take place, there is no violation of federal law so DOL
should certify grants to California transit agencies.
Fundamentally the conflict arises due to the enactment of PEPRA by the state, which
labor unions assert violates federal law. Transit agencies are caught in this dispute by
virtue of FTA grants being withheld. Transit agencies believe that pension benefits can
continue to be bargained. However transit agencies are not empowered to resolve an
issue or dispute between state and federal law. While transit agencies around the state
have continued to argue that PEPRA does not violate federal law these arguments have
not resolved the conflict. Staff therefore believes that this is fundamentally a conflict
caused by a law enacted by the state and is therefore an issue that should be resolved
by the state. Clearly local transit agencies have significant risk due to this conflict such
as the $500 million in funding for Los Angeles County transportation projects. We will
continue to work with both the DOL and the State of California to pursue some
resolution of the dispute.
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DETERMINATION OF SAFETY IMPACT
Staff has reviewed this proposal and has determined that the legislation will not have an
impact on safety.

FINANCIAL IMPACT
At this time Metro has $33 million in grants pending in the federal process. Throughout
2013 Metro intends to apply for approximately $500 million in federal grants which could
be withheld if this issue is not resolved.
PEPRA could provide some long-term savings to the agency, primarily due to the
mandatory contributions for new employees required by the Act.

ALTERNATIVES CONSIDERED
Staff considered supporting the legislation on the premise that it might provide a path for
DOL to provide an interim certification. DOL has communicated that they do not believe
that Metro's support for a pending piece of legislation would allow DOL to certify our
grants. Supporting the legislation could also reduce the long-term savings that could be
achieved through PEPRA.

NEXT STEPS
Staff will continue to work with both the DOL and State Department of Labor as well as
with the Legislature and Administration to urge a prompt resolution to this issue.
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ATTACHMENT B
BILL:

SCA 4 and SCA 8

AUTHOR:

SENATOR CAROL LIU
(D-PASADENA)
SENATE MAJORITY LEADER ELLEN M. CORBETT
(D-SAN LEANDRO)

SUBJECT:

LOWER VOTE THRESHOLD FOR SPECIAL TRANSPORTATION
SALES TAX MEASURES

STATUS:

SENATE

ACTION:

SUPPORT

RECOMMENDATION
Staff recommends that the Board approve a SUPPORT position on SCA 4 and SCA 8,
which would authorize a local government to impose a sales tax exclusively for
transportation improvements upon approval of 55 percent of the voters of the local
government, rather than the current 2/3rds vote requirement.

ISSUE
Article XIIIC of the California Constitution is the overriding statutory authority for voter
approval of local taxes. Approval thresholds for state and local taxes, fees, bonds,
and other revenues are generally either by 2/3's or majority approval of either/or the
respective governing body and the voters of the jurisdiction proposing to impose.

PROVISIONS
SCA 4 and SCA 8 are identical measures which would:
•

Amend California State Constitution to provide that the imposition, extension, or
increase of a special tax by a local government for the purpose of funding
transportation projects requires a 55 % approval of voters voting on the
proposition;

DISCUSSION
California's transportation system is largely reliant on local transportation sales taxes.
There are 19 so called "Self-Help" sales tax counties (including Los Angeles County) in
California, representing 85% of the state's population. A number of these 19 counties
measures are facing the needed reauthorization of existing taxes by local voters as the
impending sunset dates are approaching.
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In 1995, the State Supreme Court ruled that these transportation taxes require a 2/3rds
vote to be created, extended or increased. Most of these taxes are of limited duration
and agencies have sought to extend them. While these taxes are supported by more
than a majority of the votes the 2/3 threshold has sometimes been difficult to achieve.
The California Transportation Commission recently completed a statewide
transportation needs assessment which identified almost $540 billion in needs over ten
years throughout the state. However, only $242 billion in funding is available and 65%
of that is from local sources. This reliance on local revenue sources is expected to
increase as state and federal funding sources decline.
In the 2012 general election, Los Angeles County and Alameda County's transportation
sales tax extension measures failed passage by narrow margins, less than 1%. This
has caused transportation stakeholders in the state to discuss lowering the vote
threshold for transportation sales tax measure. Senators Liu and Corbett have
introduced these measures for the State legislature to consider this issue and upon
approval of the legislature by a 2/3rds vote, would be placed before the California voters
at the next regularly scheduled general election.
The Metro Board of Directors has previously voted to support if amended similar
measures in 2003 with ACA 7 (Dutra) and SCA 2 (Torlakson). These measures would
have reduced the voting requirement to a simple majority for sales taxes related to
transportation.
The Legislature is also expected to consider other measures to lower the vote threshold
for various other taxes. It is possible that the legislature may adopt a broader measure
which lowers the vote threshold for other taxes as well. Staff recommends that the
Board support these transportation specific measures. Staff will report back to the Board
throughout the year as the discussions on vote threshold legislation continue.
SCA 8 supporters include the Silicon Valley leadership group, Self-Help Counties
Coalition, California Transportation Commission, Transportation Agency for Monterey
County and Metropolitan Transportation Commission. No opposition is known as of the
date of this report's submission.
Staff recommends that the Board adopt a support position on SCA 4 and SCA 8.
DETERMINATION OF SAFETY IMPACT
Staff has reviewed the legislation and has found that its implementation would have no
impact on safety at the agency.
FINANCIAL IMPACT
This legislation could have a financial benefit to the agency should the Board decide to
place an extension of Measure R on the ballot in the future.
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ALTERNATIVES CONSIDERED
Staff has considered adopting either a neutral or oppose position on the bill. An oppose
position would be inconsistent with past Board positions and a neutral position would
foreclose our ability to speak to an issue which could benefit our agency.
NEXT STEPS
Should the Board decide to adopt the support work with author position on SCA 4 and
SCA 8, staff will work with the Senators to pursue passage of the legislation and
continue to keep the Board informed as this issue is addressed throughout the
legislative session.
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