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June 22, 2009

To:
The Honorable Arnold Schwarzenegger, Governor, State of California 


The Honorable Darrell Steinberg, President pro Tem, California State Senate


The Honorable Dennis Hollingsworth, Minority Leader, California State Senate

The Honorable Karen Bass, Speaker, California State Assembly

The Honorable Sam Blakeslee, Minority Leader, California State Assembly

From:
Paul McIntosh, Executive Director, California State Association of Counties
Re:
Opposition to Taking County & City Gas Tax

The California State Association of Counties (CSAC) adamantly objects to the proposal to “take” $986 million of the local share of the gasoline excise tax (also known as the Highway User Tax Account or HUTA) in FY 2009-10 and $745 million in FY 2010-11 from counties and cities for transportation related bond debt service. This loss will be shared equally by counties and cities. The Conference Committee’s action made clear that this is a raid on the local share of transportation revenues with no intention for the State to pay counties and cities back. As stated numerous times in recent months, CSAC understands the extremely difficult situation the State is in; however, taking HUTA funds from local agencies will have many negative long-term consequences. We cannot sustain a loss of the local gas tax, and thus wish to convey the full ramifications of these actions.
Additionally, these actions are in direct conflict with the historical partnership between the State and counties and cities for maintaining a seamless, multi-modal transportation network for Californians. Statewide transportation and mobility needs are dependent upon the system operating in its entirety, with 82 percent of the State’s maintained miles within the jurisdiction of local governments and dependent upon the local gas tax. 
· The diversion of local gas taxes will result in 4,000 lay-offs in county public works departments alone. This funding source is a primary revenue stream for county public works personnel as well as a significant portion of county operations and maintenance budgets for labor, equipment, and materials (i.e. typically 50 percent or greater).  No other funding source available to counties is as flexible as gas taxes and therefore departments would be forced to make very difficult lay-offs during the worst economic era in decades. 

· The loss of HUTA will result in additional lay-offs and job losses.  First, other county departments will suffer lay-offs due to the loss of HUTA funds to county public works departments (e.g. Internal Service Funds such as Fleet Management, Countywide Administration, Communications, etc). Additional job losses will also occur in the private sector, including in the hard hit construction industry and with material providers (asphalt, oil, aggregate, etc.).

· Not investing this $1.7 billion in infrastructure will have a huge ripple affect in the economy.  The benefit to the economy of this infrastructure investment equates to an estimated $10 to $14 billion in future revenues.  This diversion will reduce billions of dollars otherwise available to the State for other programs and needs.

· The safety of the traveling public will be at risk.  Emergency response will be compromised due to inadequate staff to respond to floods, landslides, inclement weather of all types, particularly, in areas that receive snow. Additionally, loss of these monies will result in an inability to maintain first responder systems. 
· Counties will lose million of dollars in additional federal funding as HUTA provides the local match for many federal grant funds. For instance, Mendocino indicates it will lose approximately $19 million in federal funding from loss of local match funds. Many other counties have reported similar situations to CSAC. Regional agencies in California also expect local agencies to be unable to provide the necessary local match to draw down Congestion Mitigation Air Quality (CMAQ) funding. This could reduce that State's delivery of the CMAQ program as a whole, which in turn will limit air quality emission reductions in non-attainment areas.

· Important, economic enhancing Proposition 42 projects will come to a halt. Statements made during the Budget Conference Committee on Thursday, June 11th essentially implied that taking HUTA revenues from local governments was an appropriate short-term action since the State was still providing Prop 42 funds. However, without gas tax revenues to pay for staff, Prop 42 projects will stop. 

· Proposition 1B and American Recovery and Reinvestment Act (ARRA) monies do not backfill counties for the loss of HUTA monies. Prop 1B LSR and ARRA are one-time monies whereas local gas tax subventions are the single most important and on-going funding source for county operations and maintenance. Prop 1B LSR and ARRA funds are not available for operations and maintenance and must be used for specific types of programs and projects. As such, it is a fallacy that these funding sources adequately make up the cuts in gas tax funding to counties. 

This action to “take” the local gas tax is very shortsighted with long-term irreversible impacts.  To reiterate, the loss of these vital funds will lead to massive lay-offs in the public sector and job losses in the private sector.  This will impair our ability to respond to the needs of the public.  Mobility and safety needs, along with emergency response will be significantly impacted.  There will be a ripple effect in the economy significantly reducing future revenues available for other programs and needs.  

CSAC and the League just completed a very comprehensive needs assessment of the local transportation system.  The findings show that a $71 billion shortfall exists over the next decade just to preserve the critical local component of the transportation network. Thus, CSAC recognizes the need to maintain existing funding levels for local transportation needs and supports the pursuit of replacement revenue rather than suffer the draconian impacts of the HUTA loss.

In previous correspondence, CSAC and the League have also outlined constitutional arguments against this proposal. A “take” of the local share of the gas tax violates Sections 3, 5, and 6 of Article XIX of the California State Constitution. As a solution to this proposal, the CSAC Board of Directors voted to support a 5-cent user fee or tax for the State’s debt service, rather than taking the local portion of the gas tax.  Once the obligation to debt service is met, should the fee or tax be extended into the future it should be allocated to the State and local governments in an equal portion.   

Once again, we cannot stress enough how many negative impacts will result from taking the local share of gas tax revenues in the FY 2009-10 and FY 2010-11 state budgets. Please do not hesitate to contact me at (916) 327-7500 ext. 506 (pmcintosh@counties.org), or DeAnn Baker, CSAC Senior Legislative Representative at (916) 327-7500 ext. 509 (dbaker@counties.org) should you need additional information or to discuss this vitally important issue further. 

cc:
Members of the Legislature


Mike Webb, Office of Governor Schwarzenegger 

Mike Prosio, Office of Governor Schwarzenegger

Mark Hill, Department of Finance 

Jessica Bird, Legislative Analyst’s Office

Cynthia Bryant, Governor’s Office of Planning and Research

Brian Annis, Senate Budget and Fiscal Review Committee

Adam Dondro, Assembly Budget Committee

Brian Kelly, Office of Senate President pro Tempore Steinberg

Erica Martinez, Office of Assembly Speaker Karen Bass

Chris Holtz, Assembly Republican Fiscal Office

Rocel Bettencourt, Senate Republican Fiscal and Policy Office

