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Memorandum
TO: Programming and Allocations Committee DATE: September 11, 2013

FR: Executive Director

RE: FTA Grants Status Update

Subsequent to the preparation of the memo on this topic in the Committee’s agenda packet,
Governor Brown announced a plan to resolve the stalemate over potential conflicts between the
California Public Employees’ Pension Reform Act of 2013 (PEPRA) and federal transit labor
protections. These conflicts have delayed approval of approximately $1.6 billion in Federal
Transit Administration (FTA) grants to California transit operators, including as much as $589
million in grants for Bay Area operators. An updated list of the Bay Area grants potentially
affected by the PEPRA issue is included as Attachment A. The Governor’s press release is
included as Attachment B.

The reported resolution includes the following elements:

e On September 4, the Department of Labor (DOL) declined to certify the protective
arrangements related to a grant application submitted to FTA by the Sacramento Regional
Transit District (SacRTD), opining that “PEPRA significantly reduces pension entitlements
under the existing collective bargaining agreements for employees hired after January 1,
2013 and precludes the Union from negotiating many aspects of their pension plans,
including the employee contribution rate, in subsequent agreements” in violation of Section
13c.

e SacRTD, joined by the Brown administration, is expected to file a suit in federal court
challenging DOL’s decertification of its protective arrangements, arguing that PEPRA does
not reduce collective bargaining rights in violation of Section 13c.

e Also on September 4, AB 1222 (Bloom, Dickinson) was introduced in the Legislature. The
bill temporarily exempts transit workers covered by Section 13c from PEPRA while the
SacRTD suit is adjudicated. If the court rules that PEPRA does not conflict with federal
labor laws, the exemption would sunset on January 1, 2015. If the court rules that PEPRA
does conflict with Section 13c, the exemption would be made permanent. The bill also
creates a $26 million loan program for operators that lose federal grants as a result of DOL
decertification. AB 1222 is expected to be quickly enacted and signed by the Governor.

o After AB 1222 is enacted, DOL is expected to certify the protective arrangements related to
most or all of the remaining pending grant applications, allowing FTA to award the grants.
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Issues

DOL Certification. It remains to be seen whether DOL will certify the protective arrangements
associated with all of the remaining grants, or if it will decertify other protective arrangements in
addition to SacRTD'’s.

Grant Timing. It also remains to be seen whether DOL will certify other transit operators’
protective arrangements in time for FTA to award the grants before the end of the federal fiscal
year on September 30. The actual deadline for grant award is September 24, when FTA’s grant
management system shuts down for year-end accounting. If grants are not awarded by
September 24, most can be awarded later in the fall. However, as detailed in Attachment A,
pending grants for several Bay Area operators and MTC include a total of $12.7 million that will
lapse if the grants are not awarded by September 30.

Disposition of Lapsed Funds. If any of the funds in Bay Area grants lapse due to delays in DOL
certification and FTA award, staff will work with FTA to request that the funds be reallocated
back to the original purpose of the grant. Otherwise, lapsed funds are lost to the region and
reallocated nationally.

PEPRA Cost Savings. If transit workers are permanently exempted from PEPRA, transit
agencies could lose the potential future cost savings that would have resulted from PEPRA’s
restrictions on pension benefits.

Recommendation

None — this is an informational item.

Steve Heminger

Attachments: A. FTA Grants Status as of September 9, 2013
B. Governor’s press release
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