ATTACHMENT  A





BILL:		PROPOSITION 42





AUTHOR:	ASSEMBLY MEMBER JOHN DUTRA (D-FREEMONT)


ORIGINAL AUTHOR OF ACA 4 AUTHORIZING THE PLACEMENT OF PROPOSITION 42 ON THE BALLOT





SUBJECT:	ALLOCATION OF SALES TAX ON GASOLINE TO TRANSPORTATION





STATUS:	MARCH 2002 PRIMARY BALLOT





POSITION:	SUPPORT





Recommendation





Consistent with its position on Assembly Constitutional Amendment 4, staff 


recommends that the MTA Board of Directors adopt a formal support


position on Proposition 42.





Issue





As reported previously to the Board, MTA staff have been providing basic


information to the consultants for Proposition 42.  The MTA previously has 


taken positions on transportation-related propositions, including initiatives related 


to contracting of private engineering services and various transportation funding 


initiatives. Staff submits Proposition 42 to the Board for consideration so that the


Board has a formal position on the proposition and can be officially recognized as


being in support of the measure.





Provisions





Existing law, the Traffic Congestion Relief Act (TCRA) AB 2928 of 


2000 and subsequent legislation, AB 483 of 2001, transferred the sales tax 


generated from gasoline sales to various transportation purposes through 2006 and now 2008.  Proposition 42 would make permanent the allocation of sales tax on gasoline to designated transportation programs.  Proposition 42 also includes language which would allow changes to the funding formula by a two-thirds vote of the Legislature and would authorize loans to the State General Fund during periods of fiscal crisis.














Impact Analysis





Under the TCRA, the sales tax from gasoline sales is first allocated to specified projects in the plan and the remaining funds are allocated 40% to the State Transportation Improvement Program (STIP), 40% to cities and counties for street and road repair and 20% to the Public Transportation Account (PTA).  This formula has come to be called the “40/40/20 split”.  The TCRA originally terminated these transfers in 2006; however, subsequent legislation (AB 483 of 2001) deferred the PTA and STIP portions of the transfers for two years due to the economic downturn in the state.  Under current law, the street and road repair allocations will sunset in 2006 and the PTA and STIP transfers will terminate in 2008.  The project transfers still terminate in 2006.





The sales tax generated from gasoline sales produces $1-$2 billion per year based on the price of gasoline.  The Office of the Legislative Analyst currently estimates that the proceeds of Proposition 42 would be approximately $1.4 billion annually. Using these estimates, Los Angeles County as a whole would receive approximately $95 million in STIP funding, $140 million in street and road repair funding and approximately $42 million in State Transit Assistance funding through the PTA allocation each year.  That allocation to the PTA provides funding sorely needed for operations purposes for all operators in Los Angeles County.





The benefits of Proposition 42 to Los Angeles County are substantial. Proposition 42 represents an opportunity to create a stable and dedicated source of funding. That funding would go toward a variety of projects and programs as well as to various agencies in the County.  Proposition 42 would create funding for STIP projects, would provide street and road repair funds to cities and the county, and would provide operating funds for STA recipients.





The California Teachers Association and some labor representatives have raised some concern about the statewide impact of Proposition 42.  In general, the concern is that the removal of $1-2 billion from the state general fund will ultimately reduce the amount of funds available for education and other state funded programs.





Concerns about the impact to the State General Fund are also relevant to local governments who receive formula allocations from the State.  The impact to local governments is somewhat offset by the allocation of street and road repair funding. To date, no analysis has been prepared which compares the net fiscal effect to local governments from Proposition 42. The impact to the General Fund is most acute at this time due to the State’s deficit of up to $14 billion.  Regardless, the League of California Cities is currently considering a support position and the California Association of Counties have adopted a support position on Proposition 42.  





Other notable supporters of Proposition 42 include the California Taxpayers Association, the California Chamber of Commerce, the California Transit Association and labor unions representing the construction industry.





The MTA Board of Directors adopted a support position on ACA 4, which was the legislative authorization to place Proposition 42 on the Ballot. Staff therefore recommends that the Board adopt a similar formal support position on 


Proposition 42. 





