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Assembly Speaker Fabian Nunez’ Transportation Funding Proposal

Assembly Speaker Fabian Nunez and members of the Assembly leadership team today announced an Assembly transportation funding proposal. This proposal is at a very early stage and will soon be introduced into at least three pieces of legislation.

The Speaker's transportation proposal consists of the following three elements.
1. Revenue neutral tax exchange.
The first element of this proposal is a revenue neutral tax bill which would repeal the sales tax on gasoline sales and replace this with a ¼ cent sales tax on all retail sales that would then fund Proposition 42.  Proposition 42 is currently funded by the 5% sales tax on gasoline sales and this proposal would essentially replace the fund source for Proposition 42 with a new general sales tax. The Proposition 42 allocation formula would not be changed.
The increased statewide sales would be implemented in the 2007/08 Fiscal year 
and would be permanently dedicated through a constitutional protection discussed below.
This bill would also increase the regular gas tax by 3% every 5 years beginning in 2010/11. 
2. Constitutional Amendment 
A Constitutional Amendment would be introduced similar to many of the measures introduced this year on Proposition 42 to dedicate the new sales tax to transportation and exempt gasoline sales from the sales tax.   The exact language of this proposal has not been developed but the Speaker has indicated his intent to protect transportation funds beyond what is currently provided by Proposition 42. This measure, if approved by the Legislature, would be placed on the June 2006 ballot.
3.
$10 Billion Bond for Transportation 
The last element of this proposal would be a $10 billion bond measure that would be funded by a $0.04 increase in the gas tax beginning in 2006.  The increase would be phased in according to the following schedule: $0.01 in 2006, $0.02 in 2010/11, $0.01 in 2015/16.
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Bond proceeds will be used to repay transportation loans, goods movement projects and other transportation projects around the state.  The state is currently obligated to pay over $2 billion in transportation loans. The balance of the bond funds would then be available for transportation projects.  There is no specific breakdown for the allocation of the bond proceeds. Although some of the proceeds could be used for the San Francisco-Oakland Bay Bridge, the bond proposal is not a funding plan for the bridge.
These proposals are in a very conceptual phase and will soon be introduced as legislation.  
This proposal represents a significant opportunity to comprehensively address transportation funding.  As discussed, these proposals are in a very conceptual stage. Staff have however identified the following issues that should be incorporated in future discussions on this program.
First, the North/South split could be an appropriate initial basis of allocation of the bond proceeds.  The North/South split is a mechanism in law that requires that certain transportation funds be allocated 60% to counties in Southern California and 40% to counties in Northern California.
Second, the repeal of the sales tax on gas could be implemented in the very near future and since this impacts funds that would otherwise be allocated through Proposition 42 there could be an immediate impact to Proposition 42.  However, leadership in both the Senate and Assembly have indicated that recent improvements in the General Fund may provide the state with the ability to allocate some if not all of the Proposition 42 funds this year.  
The Speaker’s proposal may have elements which are contingent upon changes in the Federal estate tax.  These elements may have ramifications beyond transportation.
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