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RECOMMENDATION

Staff recommends that the MTA Board of Directors support on SB 541.

PROVISIONS

Current law imposes a tax of $0.18 per gallon on each gallon of gasoline sold in California.  The gas tax has not been increased since 1990.

SB 541 would:

· Provide for annual increases in the state gas tax based on increases in the Consumer Price Index for the previous year.

· Provide that the increase would take effect in 2004 and that the increase in 2004 be based on the increase in the CPI since 1990.

· Provide for an additional increase in the state gas tax to replace funding for the Traffic Congestion Relief Plan (TCRP).

IMPACT ANALYSIS

SB 541 would provide for indexing or annual increases of the state gas tax based on CPI.  SB 541 would further provide for an additional increase in the gas tax to replace funds that would be diverted from the TCRP through a suspension of Proposition 42.

The state gas tax was last increased in 1990.  At that time, the gas tax was increased by $0.09 to the existing $0.18.  The gas tax has not increased since that time and as a result has not kept pace with inflation.  The outcome has been that the gas tax has decreased in terms of its purchasing power and ability to meet the transportation needs of the state. 

Staff’s analysis of the increase to the gas tax projects that the tax would increase by $0.07 to $0.25 per gallon in 2004. The increase in subsequent years would be around $0.007 per year. 

The increase in 2004 would result in additional total statewide revenues of over $1 billion.  The bill does not change the allocation formulas in State Law so these funds would continue to flow through the State Highway Account and State Transportation Improvement Program Formulas.  As a result Los Angeles County would expect to receive approximately $170 million in programming authority in 2004. Annual increases beyond 2004 are projected to average around $15 million.  

SB 541 would also allow for an additional increase to the state gas tax to replace TCRP funds. The Governor has proposed suspension of the TCRP to help balance the state budget.  SB 541 would increase the state gas tax beyond the “indexed” amount to replace TCRP funds taken during such times.

Under the TCRP the sales tax on gas is transferred from the General Fund to transportation.  The original statute authorized this program through 2006.  Subsequent budget negotiations extended portions of the program through 2009.  Proposition 42, which was approved in March of 2002, placed the TCRP in the State Constitution and authorized suspension of TCRP funds when the state budget experiences deficits.  Significant concerns have arisen as to the long-term stability of the TCRP given the state’s overall fiscal condition.  SB 514 would create a mechanism to backfill the funds lost through suspension of the TCRP and provide some level of stability to the TCRP.

SB 541 is one of a number of measures that have been introduced to increase funding for transportation.  These include increases in sales taxes for transportation, increases in Transportation Development Act, and other options.  Staff expects that as the Legislative session progresses interest groups will begin to take positions on the various proposals, and some form of consensus will develop around various proposals.  Staff recommends that the MTA Board of Directors support efforts to increase funding for transportation in concept but ultimately work with coalitions in the state to determine which measure would ultimately provide the most benefits for transportation in general and Los Angeles County in particular. 
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