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To:   RCRC Board of Directors 
 

From:  Paul A. Smith, Senior Legislative Advocate 
  Randall Echevarria, Legislative Analyst 

Date:   April 18, 2016 

Re:   Transportation Funding Update  
  

Summary 
This memo provides an update on the recent declines in transportation funding and the 
impacts to local transportation projects. 
 
Background 
California’s state and local transportation systems remain woefully underfunded. State 
and Federal transportation funding has been in steady decline while basic maintenance 
needs of state and local transportation systems continue to increase.  Recent reports 
estimate nearly a $60 billion ten-year shortfall in system repairs for the existing state 
highway system and an $80 billion ten-year gap in funding for local streets and roads.   
 
The Legislature enacted the Gas Tax Swap in 2010, which replaced the base sales tax 
on gasoline with an equal proportion of excise tax, and requires the State Board of 
Equalization (BOE) to annually adjust the excise tax rate to keep pace with what the sales 
tax would have otherwise generated.   
 
Issue 
Due to increased vehicle fuel economy, gas tax revenues have experienced significant 
declines causing transportation maintenance projects on our state highways and local 
streets and roads to largely go unfunded.  The Legislature continues to work with state 
and local transportation stakeholders to develop funding solutions to address the needs 
of the transportation system.  The following information provides a summary of recent 
actions impacting transportation funding and local transportation projects.   
 
Board of Equalization Gas Excise Tax Adjustment Update 
In January 2016, pursuant to State law, the BOE took action to adjust the gas excise tax 
down $0.022 per gallon (from the current $0.30 per gallon to $0.278 per gallon gas excise 
tax rate).  This reduction will be in effect July 1, 2016 through June 30, 2017 and is 
anticipated to result in approximately $330 million loss to the state and local transportation 
systems, of which nearly $73 million is projected to be a reduction for county road 
budgets.  These reductions are in addition to the $0.06 reduction in 2015 and the $0.03 
reduction in 2014.  



 

 
While Senator Jim Beall’s (D-San Jose) Senate Bill 321 to revise the formula used by the 
BOE to adjust the price-based excise gas tax has stalled, the Brown Administration and 
the key legislative members have continued to express interest in revising the formula to 
help relieve some of the current funding pressures and expected to result in slightly more 
transportation funding revenues.   
 
California Transportation Commission Proposes Cuts 
In anticipation of the BOE’s action to continue downward adjustments to the gas excise 
tax, the California Transportation Commission (CTC) voted to reduce the State 
Transportation Improvement Program (STIP) by roughly $754 million.  The CTC also 
issued a letter to the Legislature outlining what transportation projects could potentially 
be at risk for delay or deletion, which includes a number of critical projects across several 
RCRC member counties.  Regional Transportation Planning Agencies and Metropolitan 
Planning Organizations had the opportunity to respond to the preliminary report and 
present the CTC their specific recommendations at a recent hearing.  CTC staff will 
release their revised report in the coming days and the CTC is scheduled to make a vote 
at their May meeting. 
 
Key Legislative Proposals 
There are several legislative proposals currently under consideration to provide additional 
revenue into the transportation system.  Governor Brown introduced his transportation 
funding proposal as part of the Fiscal Year 2016 – 2017 January Budget Proposal.  The 
Governor’s proposal would provide approximately an additional $36 billion over the 
course of 10 years to address the maintenance needs of state highways and local streets 
and roads.  Senator Jim Beall (D-San Jose) introduced his Senate Bill X1-1 during the 
Special Session on Transportation last year.  His proposal is estimated to generate 
approximately $6 billion a year, primarily dedicated to improvements on the State and 
local transportation systems, although $500 million would be used to improve freight 
infrastructure.  Assembly Member Jim Frazier (D-Fairfield) unveiled his Assembly Bill 
1591 in January, which would provide the most significant funding for the state and local 
transportation systems at $7 billion annually.  These investments would be targeted 
toward road maintenance and rehabilitation and trade corridor improvements. 
 
Each of these funding proposals rely, in some part, on increases in the base excise tax, 
an imposition of new fees at the time of vehicle registration, an increase to the vehicle 
license fee, and a return of the truck weight fees (the State General Fund would assume 
the obligation as a revenue stream to fund state transportation bond-related debt) into 
direct projects. 
 
Last June, the RCRC Board of Directors adopted a “Support” position on Senator Beall’s 
other transportation funding proposal – Senate Bill 16.  The cornerstone of this measure 
– which would increase a variety of taxes/fees on motorist to fund state and local 
rehabilitation projects – was a five-year sunset on the revenue-raising provisions.  
Senator Beall has since been pursuing a similar effort; however, there currently is no 
sunset provision in his latest efforts. 
 
In addition, the Assembly Republican Caucus put forth their nine-point transportation plan 
last summer - much of the package would re-direct monies from the state’s Cap-and-



 

Trade program into transportation-related projects.  The Assembly Republican 
transportation plan envisions a return of the truck weight fees to provide monies directly 
into the project programming process, repurposes a portion of the Governor’s strategic 
growth fund, eliminates 3,500 positions at the California Department of Transportation 
(Caltrans) and dedicates the cost-savings to transportation, and requires the General 
Fund to commit $1 billion annually to support transportation.  Their plan is estimated to 
provide roughly $6.6 billion annually and would be coupled with reforms to lower the costs 
of delivering transportation projects and establish the CTC as an independent agency 
from Caltrans. 
 
The Senate Republican Caucus unveiled their transportation plan early last year, which 
includes many similar elements contained in the Assembly Republican’s transportation 
plan.  Their plan would end the annual diversion of truck weight fees and repay various 
transportation loans made to the State General Fund, and redirect a portion of Cap-and-
Trade funds to fix state highways and local streets and roads.    
 
Staff Recommendation 
Information only.  RCRC staff will continue to keep the Board of directors up-to-date on 
impacts to transportation funding and reform proposals.  
 
Attachments 
BOE Press Release 
CTC Press Release 
CTC Letter to the Legislature 


