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2004 State of the State Address

As the 46" Arizona Legislature convened for the 2™ Regular
Session, Governor Janet Napolitano delivered her State of the
State address, which focused primarily on children and
education.

With respect to transportation issues, the Governor made no
mention of the pending legislation to extend the existing half-
cent transportation sales tax in Maricopa County. While the
Governor supports the extension, speculation persists that she
does not want to take a leadership role in an effort to avoid
expanding the existing political rhetoric.

It is important to recognize, however, that the Arizona
Department of Transportation recently announced the
formation of a public transportation division within the
department. Without question, the Napolitano Administration
had significant influence in the establishment of this critical
division.

Governor Releases FY 2005 Budget

Governor Napolitano released her $7.2 billion budget this
week for FY 2005, a 10 percent increase built on a confident
economic forecast and at least $310 million in "fiscal bridges"
that could include redirecting of transportation dollars before
being placed in the Highway Users Revenue Fund (HURF).

Despite the proposed HURF diversion of $118 million from
vehicle-license tax (VLT) receipts, the Governor did
emphasize that the diversion will not impact the current capital
construction schedule. Specifically, “to accommodate this one
time use of the VLT for the General Fund and ensure the
integrity of the Highway Construction program, the Executive
recommends a combination of innovative funding
mechanisms, including use of bonding capacity, grant
anticipation notes and cost recovery.”

Predictably, significant opposition to the highway diversion is
expected

The proposed budget includes spending increases for
education, health care and social programs, with much of it
pushed by enrollment and caseload growth but also $116
million for Governor Napolitano’s initiatives in state pay raises,
all-day kindergarten, day-care subsidies and other areas.

Improvements to the economy would increase tax collections
to the point where the projected shortfall between revenue and
spending would be down to $310 million. That's after an
additional $81 million of spending that Governor Napolitano
wants the Legislature to add in the final months of the current
fiscal year so agencies can meet rising costs and demand for
services.

The $310 million projected shortfall compares with $967
million in projected deficits already erased from the current
fiscal year's budget, at $6.5 billion with the proposed additional
spending.

ADOT Public Transportation Division

In the Governor's executive summary for the proposed FY
2005 budget, a significant amount of discussion was provided
on the Arizona Department of Transportation’s Public
Transportation Division.



“In December 2003, ADOT announced the creation of the
Public Transportation Division to facilitate federal and state
transit programs. Effective state coordination can untangle
these transportation webs and provide broader and better
transportation access and service without major new
transportation investments. ADOT'’s initiative is an important
step to prepare for the state’s growth and give citizens more
choices in how they travel.”

The executive summary further states that “while ADOT has
long been involved in supporting urban, rural and special
needs transit programs, the new planning entity will better
position ADOT to support public transit planning around
Arizona, further its ties with urban and rural regional partners,
and facilitate the development of transit programs across
jurisdictions and regions. Transit is part of the multi-modal
solution needed to maximize the effectiveness of Arizona’s
transportation system.”

Transportation Poll Released for Maricopa County

An Arizona Republic poll conducted December 26-29 indicated
that 71 percent of Maricopa County residents would support a
20-year extension of the half-cent transportation sales tax that
is set to expire in 2005. The poll interviewed 371 Maricopa
County residents. It has a margin of error of 5 percentage
points.

Week in Review

The House Committee on Transportation held an informational
hearing on all three bills designed to extend the existing half-
cent sales tax on transportation. Representative Gary Pierce,
committee chairman, presided over a lengthy and balanced
hearing in which proponents and opponents were able to
provide comment on the legislation.

Strong support for HB 2456, which represents the plan
adopted by the Transportation Policy Committee and that is
supported by a broad coalition of public and private sector
entities, was provided by Ken Driggs (RPTA), Martin Shuliz

(Pinnacle West Capital Corporation) and David Martin
(Association of General Contractors).

John Semmens and Becky Fenger, perennial transit
opponents, provided testimony in opposition, asserting, among
other issues, that the program has no meaningful performance
measures in which to make an accurate assessment and that
“building the light rail will increase pollution and congestion in
the Valley.”

A Preview for the Week Ahead

HB 2376, relating to the bifurcated transportation excise tax
election, is scheduled to be heard in a special meeting of the
House Committee on Transportation on Monday, January 19"
at 3:30 p.m.

HB 2456, relating to the transportation excise tax election, is
scheduled to be heard in a special meeting of the House
Committee on Transportation on Monday, January 19" at 3:30
p.m.

HB 2489, relating to a transportation excise tax election
without rail, is scheduled to be heard in a special meeting of
the House Committee on Transportation on Monday, January
19" at 3:30 p.m.

SB 1074, relating to the transportation excise tax election, is
scheduled to be heard in the Senate Committee on Natural
Resources and Transportation on Tuesday, January 20th at
1:30 p.m.

SB 1082, relating to the bifurcated transportation excise tax
election, is scheduled to be heard in the Senate Committee on
Natural Resources and Transportation on Tuesday, January
20th at 1:30 p.m.

Comments

Please contact Stuart Goodman at 602-277-0911 or
sgoodman@goodmanschwartz.com.
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HB 2489

transportation
excise tax; no
rail

Biggs and (8)

As introduced, HB 2489 requires the Maricopa County
Board of Supervisors to call and conduct a countywide
special election on May 18, 2004 for the levy of a
transportation excise tax beginning in 2006. HB 2489
does not contain any provisions that allow for
expenditure of the transportation excise tax for light rail
transportation systems. In addition HB 2489 excludes
the term light rail from the definition of public
transportation and public transportation system, and
deletes provisions pertaining to light rail in ARS section
48-5121, pertaining to the Regional Public
Transportation System Plan.

Transportation,
Rules

House committee
assignment, 1/15

SB 1074

transportation
excise tax;
election.

Blendu and
(13)

As introduced, As introduced, SB 1074 requires the
Maricopa County Board of Supervisors to call and
conduct a countywide special election on November 2,
2004 for the levy of a transportation excise tax
beginning in 2006. SB 1074 mandates that the ballot
language presenting the question to the voters of
whether to authorize the transportation excise tax
require the voter to choose one of three options: (a)
authorization of a sales tax for regional transportation
purposes including a light rail system; (b) authorization
of a sales tax for regional transportation purposes
excluding a light rail system; or (c) rejection of a sales
tax for regional transportation purposes.

Finance, Natural
Resources and
Transportation,
Appropriations,
Rules

Senate committee
assignments, 1/15

SB 1082

transportation
excise tax;
bifurcated
election.

Verschoor and
(11)

As introduced, SB 1082 requires the Maricopa County
Board of Supervisors to call and conduct a countywide
special election on November 2, 2004 for the levy of a
transportation excise tax beginning in 2006. Mandates
that the ballot language presenting the question to the
voters of whether to authorize the transportation excise
tax require the voter to choose one of three options: (a)
authorization of a sales tax for regional transportation
purposes including a light rail system; (b) authorization
of a sales tax for regional transportation purposes
excluding a light rail system; or (c) rejection of a sales

tax for regional transportation purposes.

Finance, Natural
Resources and
Transportation,
Appropriations,
Rules

Senate committee
assignments, 1/15
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