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Major State Highway and Road Programs

IZI Highway Maintenance Program. The Highway Maintenance

program employs state staff who perform routine maintenance
and minor repairs to the state’s highway system. The program
also contracts with private construction companies for
maintenance projects, such as installing thin overlays to protect
pavement. The 2015-16 budget includes about $1.4 billion for
the program from state funds, including $1.1 billion for routine
maintenance and $232 million for maintenance projects.

State Highway Operation and Protection Program (SHOPP).
The Department of Transportation (Caltrans) administers the
SHOPP, which is a program of capital projects to reconstruct
and improve the safety of the state’s existing highway capacity.
Caltrans estimates that it will allocate about $2.3 billion in
transportation revenues to SHOPP in 2015-16, including about
$1.5 billion in federal funds and about $800 million in state
funds.

State Transportation Improvement Program (STIP). The
STIP is the state’s program to expand the capacity of regional
and interregional transportation systems. Program funding is
allocated 75 percent to counties for regional transportation
priorities and 25 percent to Caltrans for interregional projects.
For 2015-16, formulas established in state law provide about
$300 million for STIP.

Local Streets and Roads. The state also provides funding to
cities and counties for their local streets and roads. For 2015-16
estimated funding for local streets and roads is $1.4 billion.
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Weight Fees $5.6 Billion

Diesel
Excise Tax

Gasoline
Excise Taxes

m The 2015-16 budget includes an estimated $5.6 billion in
state transportation revenues for highways and roads.

m  About three-fourths of this funding comes from state excise
taxes on gasoline. The remaining one-fourth comes from an
excise tax on diesel fuel and from vehicle weight fees.
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Gasoline Excise Taxes: Revenues

2015-16

State Variable Excise Tax
12 ¢

State Base Excise Tax
18¢

Federal Excise Tax
18 .4¢

Figure does not include other statewide and local sales taxes.

IZI State Base Excise Tax Revenue

m The state collects a base excise tax of 18 cents per gallon of

gasoline. In 2015-16, this tax is estimated to generate about
$2.5 billion.

IZI State Variable Excise Tax Revenue

m The state also collects a variable excise tax on gasoline, the
rate for which is set annually by the Board of Equalization
(BOE). The BOE has set this rate at 12 cents per gallon in

2015-16, which is estimated to generate about $1.7 billion in
revenue.
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Gasoline Excise Taxes: Uses

IZI State Base Excise Tax Uses (18 Cents)

m  Two thirds of this revenue is deposited into the State Highway
Account (SHA), amounting to about $1.7 billion in 2015-16.
The SHA funds the Highway Maintenance program, SHOPP,
and Caltrans administration.

m  One third is allocated to cities and counties for local streets
and roads, amounting to about $800 million in 2015-16.

IZI State Variable Excise Tax Uses (12 Cents)

m The first $1 billion of this is deposited in the SHA to backfill
the loss of weight fee revenue, as discussed later. Of the
remaining revenue, 44 percent is allocated for local streets
and roads, 44 percent for the STIP, and 12 percent for
SHOPP, as shown in the figure below.

Variable Gasoline Tax Excise

Weight Fee Backfill

v

Remaining Funds

44% 44% 12%
\ 4 \ 4 \ 4
Cities & Counties STIP SHOPP

STIP = State Transportation Improvement Program;
SHOPP = State Highway Operation and Protection Program
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Diesel Excise Taxes: Revenues and Uses

2015-16

State Sales Tax
6 . 5%

State Excise Tax
13 ¢

Federal Excise Tax
24 . 4c¢

Figure does not include other statewide and local sales taxes.

IZI State Diesel Excise Tax Revenue

m The state collects a variable excise tax on diesel, the rate
for which is set annually by BOE. The BOE has set this
rate at 13 cents per gallon in 2015-16, which is estimated to
generate about $440 million.

IZI State Diesel Excise Tax Uses

m Revenue generated from six cents of this tax is allocated to
cities and counties for local streets and roads. The remainder
of the revenue is deposited into the SHA to fund the Highway
Maintenance program, SHOPP, and Caltrans administration.

LEGISLATIVE ANALYST'S OFFICE 5



LAOy

70 YEARS OF SERVICE

July 6, 2015

Weight Fees

Use of Weight Fee Revenue
(In Millions)
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IZI Weight Fee Revenues

m  Weight fees are registration fees charged to vehicles
that carry heavy loads on the state’s roadways, such as
commercial trucks. Weight fees generate about $1 billion
annually.

IZI Weight Fee Uses

m In addition to ongoing revenues, the state has issued general
obligation bonds in order to pay for transportation projects.
The debt-service costs of outstanding transportation bonds is
estimated to be about $1.3 billion in 2015-16.
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Weight Fees (Continued)

m  Since 2011, vehicle weight fees have been used to offset a
portion of the debt-service costs on transportation bonds,
rather than fully paying these costs from the General Fund.
The 2015-16 budget uses about $1 billion in weight fees to
pay debt service on transportation bonds, with the remainder
of the costs paid from certain miscellaneous revenues and
the General Fund.

m In years when weight fee revenues exceeds the amount
necessary to pay eligible transportation debt service costs,
the remaining revenues are loaned to the General Fund.

In years when eligible debt service exceeds weight fee
revenues, these loans will be repaid and used to offset the
higher debt-service costs.
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Options for Increasing
Funding for Transportation
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Increase Existing Taxes or Fees. The Legislature could

increase one or more of the state’s existing taxes and fees on
fuels or vehicles (such as the excise taxes on gasoline and
diesel). The figure below shows the state’s major fuel and
vehicle taxes and fees and their allowable uses, as well as
identifies that amount of revenue that could be generated from

potential increases.

Gasoline excise tax

Diesel excise tax

Vehicle registration
fee

Vehicle license fee

Vehicle weight fees

State highway and local road construction,
maintenance, mitigation, and associated
administrative costs. Transit fixed guideways.

State highway and local road construction,
maintenance, mitigation, and associated
administrative costs. Transit fixed guideways.

State highway and local road construction,
maintenance, mitigation, and associated
administrative costs. Transit fixed guideways.
State administration and enforcement of traffic
laws.

General use.

State highway and local road construction,
maintenance, mitigation, and associated
administrative costs. Transit fixed guideways.
State administration and enforcement of traffic
laws.
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Options to Increase Existing State Fuel and Vehicle Taxes and Fees

$150 million per one cent increase.

$30 million per one cent increase.

$33 million per one dollar increase.

$3 billion to $3.5 billion per one
percent increase.

Revenue increase depends on
changes. For example, a doubling
of all rates would generate about
$1 billion.
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IZI Charge New Taxes or Fees. The Legislature could charge new
taxes or fees to generate increased funding for transportation.
For example, recent legislation requires a study of the feasibility
of a “road user charge”—an amount charged to individuals for
each mile they drive. We also note that the state previously
charged a sales tax on gasoline. The state constitution requires
that revenues from a sales tax on gasoline be allocated to
specific transportation purposes.

IZI Use Other EXxisting State Revenues. The Legislature could
use existing revenues from other sources to fund transportation.

m For example, the state General Fund could be a revenue
source.

m The Legislature could also allocate additional
cap-and-trade auction revenues to meet its transportation
needs in a manner that is consistent with requirements on
the use of these funds.

IZI Repay Outstanding Transportation Loans. There is currently
about $900 million in outstanding transportation loans from state
accounts that fund highways and roads—meaning funds that
were loaned from various transportation accounts to the General
Fund. Repaying these loans sooner than planned would provide
additional one-time funds for transportation.
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