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August 21, 2014 
 
State and Federal Transportation Funding Update 
 
Issue:  Update on state and federal transportation funding issues.  
 
Recommendation:  This is a Receive & File item.  There will not be a staff presentation. 
 
Discussion: This is a very high-level overview of state and federal transportation funding issues.  This 
item provides a general overview of the funding challenges and some of the options proposed to create 
reliable transportation funding.  Staff is available to provide more information to the committee, 
individual board members, or member jurisdictions if they are interested in more detail about how 
transportation funding currently works and what may change in the future.  Staff will also bring back 
information about local transportation funding issues this fall. 
 
Federal 
On August 8, President Obama signed an extension of the Highway Trust Fund and the surface 
transportation authorization law, MAP-21.  This extension provides certainty about federal funding 
through May 2015; however, the Highway Trust Fund will continue to exist with a structural deficit and 
remain dependent on transfers from the General Fund to remain solvent.  The Highway Trust Fund is 
funded by the federal fuel excise tax (18.4 cents per gallon), which has not been increased since 1993. 
Revenues generated by the federal excise tax are insufficient to cover annual expenditures from the 
Highway Trust Fund.  Between 2008 and 2010, Congress authorized the transfer of $35 billion from the 
General Fund to keep the Highway Trust Fund solvent.  Construction cost increases, general inflation, and 
more fuel-efficient vehicles all have eroded the purchasing power of the excise tax.  Adjusted for inflation 
alone, the tax would need to be raised to 30 cents per gallon to match the 1993 level.  While MAP-21 
provided a slight inflation adjustment for formula programs, as a whole, it provides less than the prior 
transportation authorization, SAFETEA-LU, did ($55 billion vs. $57 billion per year).  By comparison, 
between the 1991 and 1998 transportation bills, there was a 70 percent increase in funding, and another 50 
percent increase between 1998 and 2005. Attached is a memo from Transportation for America that 
outlines some of the federal issues and what options exist for fixing the Highway Trust Fund.     
 
State 
California’s State Highway Account, Public Transportation Account, and other transportation accounts 
also face demands far in excess of the monies available on an annual basis, and depend on transfers from 
the General Fund or other accounts and transportation project delays to remain solvent.  Similar to federal 
fuel taxes, California’s fuel taxes have declined in purchasing power over the last couple of decades with 
a base excise tax that has not increased since 1994.  The fuel tax swap passed by the Legislature in 2010 
replaced the state sales tax on gasoline with an equivalent indexed excise tax, but did not result in any net 
increase in fuel tax receipts.  The fuel tax swap also redirected truck weight fees out of the State Highway 
Account to make debt service payments on the nearly $20 billion Proposition 1B bond package passed by 
voters in 2006, further reducing the ongoing funding available to programs dependent on the account.  
The funding generated by Proposition 1B will be fully spent in the next couple of years.  The attached 
transportation funding guide from Caltrans provides more detail on the flow of transportation revenues 
and expenditures in the state. 
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At the state level, there has been discussion of funding alternatives to the fuel tax, with Cap-and-Trade 
being the most recent.  However, the cap-and-trade funding included in the 2014-15 State Budget does not 
fund road or transit maintenance, the two most critical funding needs in the state.  Another funding idea, 
which would potentially replace the excise tax in the future, is a mileage-based user fee, or vehicle-miles 
traveled fee.  Also attached is a recent report from the American Council of Engineering Companies 
(ACEC) that provides a good California-focused overview of funding options.  The positions represented 
by ACEC do not reflect those of SACOG, but the report is a valuable information source. 
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