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STAFF REPORT

SUBJECT: Propositions 68 and 70
MEETING DATE: October 21, 2004 AGENDA ITEM: Exec. Dir. Report
RECOMMENDATION:

Receive information on the potential impacts of Propositions 68 and 70 on transportation funding in
California

DISCUSSION:

Two state propositions—68 and 70—which appear on the November ballot could have an indirect
but significant effect on transportation funding and projects that are programmed in the STIP. This
report summarizes these Indian gaming propositions and their effects on transportation.

Nearly $6 billion has been “loaned” from state transportation funding accounts to offset deficits in
other parts of the state budget. These diversions have occurred primarily through suspensions of
Proposition 42 which was approved by state voters in 2002. Proposition 42 requires sales tax
revenues from fuel sales to be used for specified transportation purposes. These revenues can be
diverted to the state general fund if a budget emergency is declared.

Governor Schwarzenneger, as a candidate, pledged to renegotiate tribal gaming compacts to
make them more favorable to Californians. As Governor, he has renegotiated five Indian tribal
gaming compacts, all but one approved by the legislature, which would allow tribes to have more
slot machines in exchange for sharing more gaming revenue with the state and abiding by
environmental and employment regulations. The Governor has pledged to dedicate over $1 billion
in revenues received under the compacts to transportation to help repay loans to the State’s
transportation accounts. The five tribes agreed to issue bonds to generate funds which would be
turned over to the State and used to infuse depleted transportation accounts.

The State Transportation Improvement Program (STIP) fund estimate assumes that the revenues
from the compacts will flow to transportation, as pledged by the governor. However, the passage
of either of two propositions on the November ballot (Propositions 68 or 70) would nullify the
compacts negotiated by the governor and the $1 billion transportation loan payback would not
occur. As a result, passage of either Proposition 68 or 70 would reduce the amount of funds
available for projects programmed in the STIP. Approval of the propositions would most likely
delay the construction of the Highway 101 Santa Maria six-lane widening and the Evans
Avenue\Ortega Hill road intersection improvements in Summerland scheduled for construction in
the 04/05 fiscal year. It would likely also delay the delivery of some of the 30 projects scheduled to
receive a funding allocation in the 05/06 fiscal year.

Attached to this staff report is information from the Institute for Governmental Studies at the
University of California providing more information on the propositions.

Member Agencies
Buellton = Carpinteria = Goleta = Guadalupe = Lompoc = Santa Barbara = Santa Maria = Solvang = Santa Barbara County



Also attached are news releases, op-eds, and editorials from around the state. Some
transportation agencies have taken positions opposing Propositions 68 and 70 over concerns that
passage of either of the two propositions would have on their projects. Also included is information
from the website of Transportation California, a coalition of contractors and labor organizations in
the transportation industry.

STAFF CONTACT: Jim Kemp or Steve VanDenburgh
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California Gaming, 2004

During the recall campaign candidate Schwarzenegger called on California’s gaming tribes to
contribute more of their gambling revenue to the state, 25% of which could translate into
$1.25 billion/year. However, in his first state budget Governor Schwarzenegger projected
revenues from the tribes of only $500,000 million. Tribes currently pay about $130 million into
two state funds to help tribes that have no gambling operations.

On Jan. 7, 2004, Governor Schwarzenegger appointed a former appeals court judge and
Governor Wilson’s chief counsel, Daniel Kolkey, to renegotiate compacts with casino-owning
tribes. One of the critical negotiating issues was whether to increase the number of slot
machines allowed per tribe in return for more state revenue from gaming operations. Under
existing compacts each tribe was limited to 2,000 slot machines which could pay up to
$300/day/machine.

While Kolkey negotiated with the tribes, a coalition of eleven California card clubs and five
California racetracks qualified an initiative for the November 2004 ballot, the "Gambling
Revenue Act of 2004," which became Proposition 68. Proposition 68 would require all 53
gambling tribes to pay 25% of their net slot machine revenue to the state. Refusal by even
one tribe to pay would trigger a provision allowing racetracks and card clubs to install slot
machines at their sites, thus breaking the tribes’ monopoly on casino-style gambling. The
racetracks and card clubs would pay 33% of their revenues, estimated to be about $1
billion/year, into a trust fund which would support law enforcement, firefighters, and programs
serving abused children.

The tribes countered this measure on two fronts. Several tribes agreed to spend $1.5 million
each to defeat the measure in November, and the Agua Caliente Band of Cahuilla Indians
qualified a competing November initiative measure, the "Indian Gaming Fair-Share Revenue
Act of 2004," which became Proposition 70. This initiative would require the gaming tribes to
pay 8.84%/year in taxes on their gambling revenue, equal to the state?s corporate tax rate,
and would remove all limits on the scope and size of gambling the tribes could offer in their
casinos. Governor Schwarzenegger initially took no public stand on the two ballot measures,
then announced his opposition to both.

On June 21, 2004, Governor Schwarzenegger announced a set of compacts with five leading
gaming tribes. The governor took the position that the new compacts were a better deal for
the gaming tribes and California taxpayers than the two November ballot propositions. The
compacts preserve the tribes' monopoly on casino-style gambling, but require the tribes to
make an initial $1 billion payment to the state, which Schwarzenegger pledged to allocate to
transportation, and thereafter annual payments estimated to range between $150 million and
$275 million. Under the compacts tribes may exceed the 2000 limit on the number of slot
machines, but must pay increasingly more to do so. Tribes must also submit to various
environmental, labor relations, and building safety constraints. Significantly, tribes must abide
by binding arbitration in certain kinds of disputes with local governments and customers. The
compacts were approved by the state legislature, as all such compacts must be. The governor
negotiated five additional compacts in August 2004, and the legislature approved all but one
involving a controversial casino expansion in the city of San Pablo. The passage of Proposition
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68 or 70 would undo all of the compacts negotiated by the governor. See the related Hot
Topic, Propositions 68 & 70: Tribal Gaming, for more on the two ballot propositions.
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Introduction

Indian gaming in California is a complex and controversial public policy issue. For an overview,
see the related Hot Topic, Indian Gaming in California. Essentially, California is grappling with
the issue in the regulatory framework of a 1988 federal law requiring gaming tribes and state
governments to enter into compacts regulating gaming on tribal lands. After a series of
negotiated compacts and the passage of statewide ballot measures in 1998 and 2000, the
issue shows no signs of abating. Two Indian gaming measures are on the ballot for the
November 2004 general election.

The Two Ballot Measures

In the 2003 gubernatorial recall campaign candidate Schwarzenegger called on California's
gaming tribes to contribute more of their gambling revenue to the state, and after he became
governor he began renegotiating compacts with the leading gaming tribes. One of the critical
negotiating issues was whether to increase the number of slot machines allowed per tribe in
return for more state revenue from gaming operations. Under existing compacts each tribe
was limited to 2,000 slot machines which could pay up to $300/day/machine.

Meanwhile, as negotiations continued, a coalition of California card clubs and race tracks
qualified an initiative for the November 2004 ballot called the "Gambling Revenue Act of
2004," which became Proposition 68. Proposition 68 would require all 53 gambling tribes to
pay 25% of their gross revenue to the state. Refusal by even one tribe to pay would trigger a
provision allowing racetracks and card clubs to install slot machines at their sites, thus
breaking the tribes' monopoly on casino-style gambling.

The gaming tribes countered Proposition 68 by qualifying their own initiative for the November
ballot, the "Indian Gaming Fair-Share Revenue Act of 2004," which became Proposition 70.
Proposition 70 would put an 8.84% tax on the tribes' gambling revenue, equal to the state's
corporate tax rate, and would remove all limits on the scope and size of gambling the tribes
could offer in their casinos.

Governor Schwarzenegger announced his opposition to both Propositions 68 and 70, and as an
alternative put forward a set of compacts renegotiated with the five leading gaming tribes.
Announced on June 21, 2004, the compacts preserve the tribes' monopoly on casino-style
gambling, but require the tribes to make an initial $1 billion payment to the state, and
thereafter annual payments estimated to range between $150 million and $275 million. Under
the compacts tribes may exceed the 2000 limit on the number of slot machines, but must pay
increasingly more to do so. Tribes must also submit to various environmental, labor relations,
and building safety constraints. Significantly, tribes must abide by binding arbitration in certain
kinds of disputes with local governments and customers. The compacts were approved by the
state legislature, as all such compacts must be. The governor negotiated five additional
compacts in August 2004, and the legislature approved all but one involving a controversial
casino expansion in the city of San Pablo. The passage of Proposition 68 or 70 would undo all
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of the compacts negotiated by the governor. If both Propositions 68 and 70 pass, the
provisions of the measure with more votes take effect.

Proposition 68

Proposition 68 essentially makes this proposition to the gaming tribes: pay 25% of your "net
win" to the state or lose your monopoly on casino-style gambling. "Net win" is the take from
all slot machines after prizes are paid out, not including operational expenses. Tribal casinos in
Connecticut and New York pay up to 25% in their respective states, and Proposition 68
backers view 25% as a "fair share." The tribes would also have to comply with state laws on
environmental protection, gambling regulation, and political campaign contributions.

If Proposition 68 passes, California's 64 gaming tribes (those with tribal compacts) would have
90 days to agree to the 25% charge. If even one dissented, the tribal gaming monopoly would
end, and casino-style gambling would be open to card clubs and racetracks.

If casino-style gambling were enabled in card clubs and racetracks, they could install up to
30,000 slot machines. Card clubs would pay 30% of the net win to the state and between 1%
and 2% to the county and city hosting the casino. Racetracks would pay an additional 20%
into a fund to benefit the horse racing industry.

In both monopoly and non-monopoly scenarios, the net win revenue would go to a new
Gaming Revenue Trust Fund, and the bulk of it would be redistributed to local governments
throughout the state for additional child protective, police, and firefighting services. Net win
revenue could be over $1 billion in either scenario, according to the Legislative Analyst.

Proposition 68 proponents say that the gaming tribes consume public services, but pay almost
nothing in taxes from casino income, and that in return for their slot machine monopoly, the
tribes should pay taxes on a par with gaming tribes in other states. If the tribes are unwilling
to do so, proponents contend, the monopoly should end, and card clubs and racetracks should
have the option of offering slot machines too.

The official ballot argument against Proposition 68 contends that the proposition is "really a
deceptive attempt to change California’s Constitution to create huge Las Vegas-size
commercial casinos on non-Indian lands throughout California." Opponents also object that
almost none of the net win revenue would go to the state, and that because Proposition 68
would negate the current gaming compacts, the state would suffer a substantial revenue loss.
Opponents claim that the compacts negotiated by Governor are a better deal for the gaming
tribes and California taxpayers.

According to press reports, Proposition 68 backers ended their effort to pass the measure on
October 6, 2004, after having spent more than $20 million on the campaign. In the face of
poor showings in public opinion polls and strong opposition from Governor Schwarzenegger,
backers concluded that the measure had no chance of passage and suspended their
advertising campaign.



Proposition 70

Essentially, Proposition 70 would:

e Continue the tribal gaming monopoly, with no limits on the number of machines,
facilities, or types of games on Indian land. Casinos could offer roulette and craps
(currently forbidden), and have any number of slot machines.

e Tax Indian gaming income at the state corporate tax rate, currently 8.84%, and waive
most other state and local taxes and fees on tribal gambling activities.

e Require the governor to negotiate new 99-year compacts at a gaming tribe's request.
Existing compacts expire in 2020 or 2030.

e Require gaming tribes to prepare environmental impact studies for new and expanded
casinos.

The Legislative Analyst says the amount the state would receive in gaming revenue from
Proposition 70 is uncertain, and tribal payments to local governments would be reduced by
millions of dollars annually.

Proposition 70 supporters say that the state should treat tribal gambling operations as it would
any other business, and tax them the same way. It is not fair, they maintain, to burden the
gaming tribes with alleviating the state's budget difficulties, as Governor Schwarzenegger has
attempted to do with his renegotiated compacts. Proponents note that, unlike Proposition 68,
Proposition 70 restricts tribal gambling operations to Indian lands.

Proposition 70 opponents contend that its monopoly status makes tribal gaming unlike other
businesses, and that the fiscal relations between gaming tribes and state and local
governments are best governed by the compacts negotiated by the governor. Proposition 70,
opponents say, is a tax giveaway to the gaming tribes and an open door to an unprecedented
expansion of gambling operations in the state. Opponents also object to the lack of an auditing
requirement for independently confirming taxable gaming income, and criticize the 99-year
compact provision as too long.
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Transportation Agency for Monterey County
News Release

Release Date: For Immediate Release

Contact Person: Christina Watson, Associate Transportation Planner
(831) 775-0903

Issue Date: October 6, 2004

To: Media Contacts
Central Coast Reporter (AMBAG)
Regional Transportation Planning Agencies
County Board of Supervisors

Copy: John Arriaga, JEA Associates

TRANSPORTATION AGENCY OPPOSES PROPS 68 &70
CITING DELAYS TO LOCAL PROJECTS

Funding for many of Monterey County's top transportation projects will be delayed if Propositions
68 or 70 pass this fall. For this reason, on September 22, 2004, the Transportation Agency for
Monterey County (TAMC) Board of Directors voted to oppose Proposition 68, "Gaming Revenue
Act of 2004", and Proposition 70, "Tribal Fair Share Act of 2004".

If one or both measures pass in November, the result will be delayed repayment of $1.2 to
$1.5 billion to transportation projects statewide. This loss will translate into a delay of
approximately $17 million for these important local transportation projects:

o US 101/ Prunedale Improvement Project right-of-way purchases;

o Highway 68/ Holman Highway widening from Highway 1 to the Community Hospital,
o Sanborn Road widening and repairs;

o Hall Road improvements in North County; and

o Abbott Street improvements.



The County Board of Supervisors has joined the Transportation Agency in opposing these measures.
Three County Supervisors - District 1 Supervisor Fernando Armenta (also TAMC Board Chair),
District 2 Supervisor Lou Calcagno and District 5 Supervisor Dave Potter - will hold a news
conference to explain their opposition to Proposition 68 on Thursday, October 7, 2004 at 10:00 a.m. at
the Prunedale Shopping Center at 8093 San Miguel Canyon Road (next to the Burger King).

Governor Schwarzenegger recently negotiated compacts with five Native American tribes
allowing gaming expansion in return for increased revenues to the state. The compacts stipulate
that the $1.2 to 1.5 billion in anticipated revenues from the gaming agreements will pay for a bond
issuance that would be used to repay some of the $6 billion borrowed from transportation accounts
over the past three years. Propositions 68 and 70 would nullify these agreements and exempt the

tribes from negotiating with local governments.



San Francisco Clyronicle

EDITORIAL Sunday, October 10, 2004

State going down bad road

IN DEALING WITH the state's ever-growing gambling industry, Gov. Arnold
Schwarzenegger and Capitol lawmakers have repeatedly chosen the path of
least resistance. For California, it's a road of pitfalls.

The governor is campaigning against Proposition 70, which would raise the
roof on casino expansion throughout the state. But the governor's
opposition to the initiative isn't just based on the dangers inherent in

the measure -- its passage would also jeopardize some frighteningly poor
public-policy decisions he made when he renegotiated several Indian
gambling compacts earlier this year.

Schwarzenegger cut deals with five tribes in which each would pay varying
amounts up to 25 percent of their winnings to the state in exchange for
allowing them to expand their casinos. Under the deal, the tribes will

float a $1 billion bond and hand the proceeds over to the state for roads
thus tying future funding directly to gambling. This policy is in

desperate need of a retrofit.

How bad is it? Since 2002, the state has borrowed $6 billion from the
transportation fund to offset the budget deficit. Yet the tribal compacts

will generate only $180 million a year -- a pittance for a state that

suffers from the nation's worst traffic congestion.

And there is a catch -- if Prop. 70 passes, the $1 billion transportation

bond deal is off. That's why the state Chamber of Commerce is setting up a
campaign committee to defeat the gambling initiative and is raising money
from a number of industry groups -- including engineers, road builders and
contractors -- who stand to benefit from the transportation money.

Does our self-styled, pro-business governor not see the problems inherent
in workers being delayed on their commute because there isn't enough money
for highway construction and road repair? California simply cannot afford
to drain money set aside for transportation projects, especially now that
Congress is a year late on a federal transportation bill that would ease

the funding crunch.

Vehicle traffic in the state has doubled in the past 20 years, a fact not

lost on voters, who have raised taxes several times to pay for basic
transportation projects -- only to have the projects stymied because the
state has failed to pony up its share of the costs.

Sending the state down a muddy road where basic capital projects may be
dependent on casino expansion is a shaky deal at best and one that the
Legislature needs to amend.

The cycle of deficit transportation borrowing is steering California into

a permanent pothole. If California hopes to remain the nation's economic
engine, it can't afford to run on empty.

Copyright 2004 SF Chronicle
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Open Forum

BEG, BORROW BUT DON’T STEAL ROAD FUNDS

Nate Miley
Monday, October 4, 2004

OVER THE YEARS, California voters have supported funding for transportation. We have raised
our gas taxes to fund road and transit projects. We have supported bonds and tax increases. We
know the value of these investments in reduced wear and tear on our vehicles, easier commutes
and less snarled traffic, so we support them.

In Alameda County, voters have stepped up again and again -- raising bridge tolls, raising transit
fares, implementing and renewing our Measure B countywide transportation sales tax and
approving property taxes for transit.

That's a good thing, since none of us can count on state and federal gas tax revenues any more.
They are being used to balance the state and federal budgets.

Even Proposition 42, which voters passed in March 2002 to make sure the sales tax on gas goes
to transportation, has a loophole for a general fund crisis. The crisis hit before more than a pittance
went to transportation.

Now the state says we can only get some of our transportation "loans" back if two Indian gaming
initiatives - Propositions 68 and 70 - are defeated on the Nov. 2 ballot. According to the May revise
of the state budget, any money for transportation would come from a share of Indian gambling
revenues. The governor negotiated a deal in August with four tribes for a share of their casino
revenues, a deal which the state projects will generate $180 million a year. The state has already
borrowed $6 billion from the state transportation fund.

In Alameda County, we are lucky that our voters are wise and have put their money where their
needs are. So have voters in Contra Costa, Santa Clara, San Mateo and San Francisco counties,
which also have sales taxes for transportation. Sacramento and Washington can't touch these
funds. But the plans that govern these expenditures list specific projects that depend upon federal
and state funds for completion.

The Alameda County Transportation Authority and the city of Fremont are today funding a portion
of the 1-880/Mission Boulevard interchange reconstruction project and completion of the carpool
lanes through southern Fremont. With the half-cent taxes for transportation which voters approved
in 1986 and 2000, we were temporarily able to "front"$37 million of that money the state has
committed but can't afford to spend right now, in order to keep projects on schedule. This can only
work if the state can guarantee it will pay the money back in time for it to be used to deliver the
other local projects that are legally owed to voters who supported the sales tax.

The widening of the 1-238 through Castro Valley- a corridor that is congested day and night -- and
the construction of BART's Oakland Airport Connector, both of which have been allocated local
sales tax funds, also depend on state contributions. Both could be delayed. A delay is very bad
news for commuters for obvious reasons, but it also means higher costs. We have heard a lot
about the costs of delays on big transportation projects lately ... .
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The Texas Transportation Institute has reported that the San Francisco- Oakland area has the
second-worst traffic in the nation (behind Los Angeles- Long Beach-Santa Ana) The average Bay
Area driver wastes 73 hours - almost two work weeks - behind the wheel, costing $1.5 billion in
wasted fuel and lost productivity.

Given this congestion, the funding crises, the fact that the state keeps diverting our transportation
funds and Congress is a year late on a federal transportation bill, we are in a real -- dare | say -
traffic jam.

My fellow elected officials who serve with me on the county transportation improvement governing
board have asked me to appeal to you on their behalf as taxpayers and voters. We're asking you
to call and write the governor to tell him to pay back the loans to transportation. Tell him you want
the sales tax on gas spent for transportation. Write your state senator and Assembly member, too.
So far, the Legislature has made sure that most loans will be paid back, but that could change.
While you're at it, contact your U.S. senator and representative and tell them to pass the
transportation bill that is still pending in Congress.

If you happen to vote, or know anyone who does, in a county that has the opportunity to implement
or continue sales taxes for transportation in this election, grab the chance to take control locally.
Those are the only reliable funds right now.

Or you can continue to sit in traffic, stewing about how long your commute is, how bad traffic is,
and why nobody does anything about it. But | always heard that if you don't vote -- or, in this case,
raise your voice -- you can't complain.

Nate Miley, an Alameda County supervisor, is chairman of the Alameda County Transportation

Improvement Authority.
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Indian Gaming Compacts Tied to Transportation Funding

State transportation accounts stand to be increased by a billion dollars or
more during the coming year as a result of compacts signed with several
Indian gaming tribes.

Propositions 68 and 70 threaten to undo those compacts. Mike Lawson,
executive director of Transportation California, was tapped to co-chair the
No on 68 & 70 campaigns.

Background: As part of the agreements made in June between the
Governor and five tribes, the tribes will finance a billion-dollar bond that
will be used to accelerate repayment of Proposition 42 revenues
previously borrowed from transportation accounts to close the State’s
budget deficit.

“Early repayment of money owed to transportation will reverse the recent
practice of using transportation revenue to plug holes in the budget
instead of potholes in our streets and highways,” Mike Lawson said.
Read more

The allocation of this $1.2 billion from Indian gaming breaks down as:

e $457 to the State Highway Account,

e $290 million to fund new allocations from new TCRP construction
and pre-construction,

e Up to $192 million for local streets and roads, and

e Up to $275 million for Public Transportation Account capital
expenditures.

e The balance would pay back transit operators that made loans to
the General Fund.

Additional compacts were ratified Aug. 23 but they will not provide
revenue for transportation. [Five compacts were proposed, but only four
were ratified. The fifth, an urban mega-casino in the Bay Area, raised so
many questions and objections that Gov. Schwarzenegger pulled that
compact from the package he asked the Legislature to approve. It will be
addressed later.]

The agreements negotiated in June by the Governor include provisions
for a 25 percent share of gaming revenues for the state in some cases --
the highest percentage paid by any tribe in the United States.

The compacts aren’t just about the revenue. The Riverside Press-

http://www .transportationca.com/front_articles/3.shtml
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Enterprise points out that “Schwarzenegger ... wants tribes to negotiate

gambling compacts with him that allow for tribal casino expansion on his
terms.” Those terms include environmental protections, consideration for
local governments, and labor protections.

The state, however, can not sell any bonds against this revenue stream
until after the November election. If either Proposition 68 or Proposition
70 pass, all the agreements the Governor made will be voided.

Proposition 68, promoted by a group of racetracks and card rooms, would
give five tracks and 11 card rooms the right to operate up to 30,000 slot
machines, if any one of the state's casino tribes refused to share 25
percent of its revenues with the state.

Proposition 70, which is backed by the Agua Caliente Band of Cahuilla
Indians in Palm Springs, would preclude the state from regulating Indian
gaming, giving tribes virtually unlimited gambling for 99 years. It would lift
the ban on high-stakes games like roulette and allow tribes to expand
their operations without oversight or input from municipalities. In return,
tribes would give only 8.84 percent of their revenues to the state -- the
state corporate income-tax rate.

Gov. Schwarzenegger opposes both propositions. The compacts he
negotiated are “fair share gaming agreements that also protect our
communities,” he said. “l urge the people to join me in protecting these
agreements important to our state by defeating Propositions 68 and 70.”

Transportation California has taken a “No” position on both these
initiatives and has encouraged its member organizations also to take a
“No” position, in support of the Governor’s pledge to lead the fight against
both initiatives. For more information, contact Mike Lawson.

In the News

Fight brewing over road-building funds

Companies and unions will fight propositions that could eliminate
$1.2 billion.

Riverside Press-Enterprise, August 21, 2004

SACRAMENTO - Gambling was the last thing Doug Aadland thought he
had to worry about in the coming weeks.

As vice president of Yeager Skanska, Inc, a Riverside firm that is among
the largest highway builders in California, Aadland spends his days
seeking contracts.

An unexpected collision of concrete and casinos has linked the fate of
new roads, interchanges and hundreds of other transportation projects
his company could bid on with two gambling initiatives on the Nov. 2
ballot.

Many companies, unions and others with a stake in the state's
beleaguered transportation program soon will be opening their wallets to
fight props 68 and 70.

"We shouldn't be involved in it. That being said, the state keeps taking
money away from us," Aadland said.

On Aug. 5, the California Transportation Commission suspended funding
for almost all new projects until December after officials found that the

http://www.transportationca.com/front_articles/3.shtml 10/13/2004
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state has only $500 million of the $2.2 billion it needs for work scheduled
in 2004-05.

By December, officials will know the outcome of the two initiatives. If
either passes, June gaming compacts between Gov. Schwarzenegger
and five gaming tribes will evaporate.

California would lose $1.2 billion in bonds the tribes agreed to finance to
partly repay transportation accounts for money the state has taken since
2001 to pay for other services.

"No one knows what's going to happen. (The measures' defeats) really
are the only thing we're depending on at this point," said Joseph
Tavaglione, a Riverside builder and real estate investor who sits on the
transportation commission.

An initiative that dedicated gasoline sales-tax money to road and mass-
transit projects was supposed to provide a consistent source of money for
transportation, but Prop. 42 has never taken effect because lawmakers
suspended it the last three years and used the money to balance the
budget.

"There's a lot of cynicism right now," said Jim Earp, executive director of
the Alliance for Jobs, an organization that represents heavy construction
contractors and union workers.

"We're telling contractors we need to oppose 68 and 70. And we need to
oppose them so we can get $1 billion back into transportation that is
already owed to us," he said.

"I've been in this business a long time and this is the most unusual and
creative transportation financing plan I've ever seen.”

One of the two measures, Prop. 68, is backed by card clubs and race
tracks. It would require gaming tribes to agree to give the state 25
percent of their profits. If they refused, Vegas-style gambling would be
allowed at various card clubs and race tracks.

The measure already has drawn well-funded opposition from tribes with
casinos who are concerned about losing market share.

Prop. 70, sponsored by the Agua Caliente Band of Cahuilla Indians,
would lift the 2,000-machine limit on slot machines in return for tribes
paying the state's 8.84 percent corporation tax.

Transportation officials said they expect to provide the bulk of the money
for the no on -Prop. 70 campaign.

Other likely donors could include unions, who support the governor's
recent compacts because they make it easier to organize casino workers.
But some would-be donors already are feeling the pinch of a steep drop
in state transportation spending.

In addition, transportation interests will be spending heavily to promote
about a dozen local transportation, sales-tax measures such as San

Bernardino County's Measure |.

"It's not like they have a lot of money," Earp said.

http://www.transportationca.com/front_articles/3.shtml 10/13/2004
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