Proposition 69

ACA 5 (Resolution Chapter 30, Statutes of 2017), Frazier.
Motor vehicle fees and taxes: restriction on expenditures:
appropriations limit.

Yes/No Statement
A YES vote on this measure means: The Legislature will be required under the State

Constitution to continue to spend revenues from recently enacted fuel taxes and vehicle fees on

transportation purposes (such as repairing roads and improving transit).

A NO vote on this measure means: The Legislature in the future could change current law,
allowing it to spend a portion of the revenues from recently enacted fuel taxes and vehicle fees

on purposes other than transportation.

Summary of Legislative Analyst’s Estimate of Net State and Local Government
Fiscal Impact

¢ No direct effect on the amount of state and local revenues or costs, as the measure

does not change existing tax and fee rates.

e The measure could affect how some monies are spent by ensuring that revenues from

recently enacted taxes and fees continue to be spent on transportation purposes.

e The measure would put the state a little further below its constitutional spending
limit.
Ballot Label
Fiscal Impact: No direct effect on the amount of state and local revenues or costs but could

affect how some monies are spent.



BACKGROUND

Recent Transportation Funding Legislation
In April 2017, the state enacted legislation, Senate Bill 1 (SB 1), to increase annual state

funding for transportation in California. Senate Bill 1 (1) increases revenues from various taxes
and fees, and (2) dedicates the revenues to transportation purposes, including repairing state

highways and local streets, and improving mass transit.

Taxes and Fees. Senate Bill 1 increased gasoline and diesel excise taxes, which are set on a per-
gallon basis. It also increased diesel sales taxes, which are set based on price. For zero-emission
vehicles (such as electric cars) model year 2020 and later, it increased vehicle registration fees by a
fixed dollar amount. Additionally, SB 1 created a new transportation improvement fee, which vehicle

owners pay based on the value of their vehicle. Most of the taxes and fees already are in effect, with

all taking effect by 2020. m

Existing State Constitutional Restrictions on
Restrictions on Revenues. | Recently Enacted Senate Bill 1 Revenues

(In Billions)

Senate Bill 1 will raise Restricted for
Tax/Fee Revenues? Transportation?

$5 billion annually when all Gasoline Excise Tax $2.4 Yes
Transportation Improvement Fee 1.6 No

its taxes and fees are in effect. | Diesel Excise Tax 0.7 Yes
Diesel Sales Tax 0.3 No

Fiqure 1 shows the annual Zero-Emission Vehicle Fee —b Yes

9 Total $5.0
. 2 n 2020-21 , when all taxes and fees are in effect. Excludes revenues from taxes on fuel used in
revenues raised from each tax off-highway vehicles (totaling $0.1 billion). The existing State Constitution and Senate Bill 1 both
allow these revenues to be spent on purposes besides transportation.

b About $18 million a year.

and fee, as well as whether

existing provisions of the State Constitution restrict them for transportation purposes. Though the
Legislature chose to dedicate all the SB 1 revenues to transportation, the State Constitution does

not require this for the revenues from the transportation improvement fees and diesel sales taxes.



As such, the Legislature could choose in the future to use these two revenue sources for purposes
other than transportation.
Spending Limits

The State Constitution requires the state and local governments to keep their annual spending
at or below a certain level, based on a formula established by a voter proposition passed in 1979.
The State Constitution exempts some spending from counting toward these limits, including
spending from most gasoline and diesel excise tax revenues and spending on capital projects.
Due to these exemptions, only a small portion (less than one-tenth) of spending from the new
SB 1 revenues count toward the state limit. It is currently estimated that the state is several

billion dollars below its limit.

PROPOSAL
Restricts Revenues for Transportation. Proposition 69 amends the State Constitution to

require that the Legislature spend revenues from the new diesel sales taxes and transportation
improvement fees on transportation purposes. (This requirement also applies to existing diesel
sales tax revenues—not just those imposed by SB 1.) Proposition 69 also prohibits the state from
(1) loaning out these revenues (except for cash flow purposes), and (2) using transportation
improvement fee revenues to repay state transportation bonds without voter approval. The only
way to change these requirements would be for the voters to approve another constitutional

amendment in the future.

Exempts Revenues From Spending Limits. Proposition 69 exempts spending from all the

revenues raised from SB 1 from counting toward state and local spending limits.



FISCAL EFFECTS
No Direct Fiscal Effect but Could Affect How Some Monies Are Spent. Proposition 69

would not directly affect the amount of state and local revenues or costs. (This is because it does
not change the tax and fee rates established in SB 1.) The proposition could affect how some
monies are spent in the future by requiring the Legislature to continue to spend revenues from
diesel sales taxes and transportation improvement fees on transportation purposes, rather than
other purposes. Additionally, the proposition puts the state a little further below its constitutional

spending limit.
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