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Funding Update



Revised Budget Package Passed – Governor Says He Will Veto

On Thursday the Legislature passed a revised 2008-09 budget package to the Governor. The bill package contained budget cuts as well as revenue enhancements, making profound changes to the way state funding for transportation is raised and allocated. 

The package eliminates the state sales tax on gasoline (which would otherwise be allocated by Proposition 42, which amended the constitution to ensure allocation of these funds to streets & roads, the State Transportation Improvement Program, and public transit), and eliminates the state excise taxes on gas and diesel fuel (while the sales tax on diesel fuel remains), and replaces those revenues with a “fee” on gasoline, at 39 cents per gallon. This fee not only replaces the value of the sales tax and gas tax, it would generate more funding, which legislative staff calls “restoring lost purchasing power.” The fee on gasoline would be indexed every three years automatically, tied to the California CPI.

The revenue from the 39 cents per gallon of gas would be spent annually as follows:

· 33% to local governments for streets and roads (with what equals about 6-cents allocated on the traditional local government gas tax subvention formula, and 7-cents allocated in a way that matches or exceeds what cities and counties would get under the old Prop 42 formula);

· 45% to the State Highway Account, with a minimum of 20% of that going to the STIP, including for transit capital projects; the remainder would be appropriated for all the uses to which SHA funds are currently put; 

· 22% to a new “Transportation Stabilization Fund”, the uses of which would be subject to future legislative appropriation (meaning, presumably, negotiation amongst all the interest groups and legislators and governor) 

This framework allegedly raises more funds for transportation overall than is collected right now, AND benefits the General Fund (because other taxes can be raised in the same bill to support the General Fund, but all with a simple majority vote). This framework is also billed as “better protection for transportation” because: 

a) the state can’t borrow a fee – existing law requires fee revenues to be spent on a “nexus” of uses that are defined as benefiting those who paid the fee i.e. in this case, gasoline and diesel purchasers, and 

b) existing state constitution Article XIX protections would apply to these funds (meaning they have to be spent on highways, roads or transit guideway and rail projects).

The sales tax on diesel fuel remains, and that is (historically speaking) the largest single revenue stream into the Public Transportation Account (at roughly $400 million annually, on average, lately). That PTA revenue stream would remain, and be dedicated to its historic purposes, including 50-cents-on-the-dollar to the State Transit Assistance (STA) Program. 

However, the proposal is ALSO to enact a statute that appropriates only $150 million per year, in theory ad infinitem, to the STA Program. That’s a CUT of about 50% to this year’s already-budgeted program. So, this package raises general transportation dollars, some of which may be accessible to transit agencies for capital projects, but directly reduces the existing funds currently available for transit operations by half.

Senate President Pro Tem Darrell Steinberg and Senate Transportation Committee Chair Alan Lowenthal pledged to work to provide stable state funding for day-to-day transit operations over the new legislative session.
Governor Schwarzenegger has announced his intentions to veto the budget package, and that he will call for another special session of the Legislature. Legislative leaders – Assembly Speaker Karen Bass and Senate President Pro Tempore Darrell Steinberg – reported that they will remain in Sacramento negotiating with the governor and would not summon lawmakers back until they reached a deal with him. We will keep you updated as new information arises. 
Please contact Legislative Advocate Gus Khouri (Gus@CalTransit.org) or Legislative and Regulatory Assistant Sabrina Means (Sabrina@CalTransit.org) or call 916-446-4656 if you have any questions. 
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