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Update on State Budget 
 
Issue: Overview on Governor Brown’s Proposed 2013-2014 State Budget. 
 
Recommendation: None; this is for information only. 
 
Discussion: On January 10, 2013, Governor Brown released his proposed 2013-2014 State Budget. Attachment A includes 
staff’s summary of the components of interest to SACOG. Below are some elements worth highlighting.  
 
In his budget, and in his State of the State address, the Governor identified transportation as one of his top priorities. Within 
transportation, he has two objectives: advancing high-speed rail and convening a working group to recommend and plan for 
achieving the state’s long-term transportation priorities. The working group is charged with looking at the transportation 
funding shortfall; exploring long-term, pay-as-you-go funding options; and evaluating the most appropriate level of 
government to deliver high-priority investments. 
 
The Governor does not propose reducing state-controlled transportation funding, but overall state transportation funding will 
decline in 2013-14 in large part due to Proposition 1B funds being nearly exhausted. Attachment B includes two figures 
provided by the Business, Transportation and Housing Agency in late 2012. The table shows how much funding is needed 
for transportation over the next ten years. The graph shows how highway funding is projected to fall significantly relative to 
recent years. The shortfall, and how to close it, will be a much-discussed topic in the transportation sector this year.  
 
In terms of new revenue sources, the Governor included transportation as his top priority for use of cap-and-trade revenues. 
SACOG staff remains engaged in the Transportation Coalition for Livable Communities, which the Board authorized joining 
in 2012, to advocate for dedicating auction revenues derived from fuel production to finance reductions in greenhouse gas 
emissions from the transportation sector.  
 
The budget proposal also includes discussion of how state departments are being consolidated, and how state programs 
within departments are being consolidated. For example, Caltrans will join the new Transportation Agency on July 1, and 
within Caltrans, five competitive grant programs that funded various active transportation activities are being folded into a 
new active transportation program.  
 
The Governor also talked in his State of the State address about the concept of subsidiarity, which he is applying to all 
functions of state government. In his words, “subsidiarity is the idea that a central authority should only perform those tasks 
which cannot be performed at a more immediate or local level”.  
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  Attachment A 

Summary of Governor’s Budget  

On January 10, 2013, Governor Brown released a summary of his proposed 2013-2014 Budget. This 
summary is organized into three sections: state agencies, transportation, and redevelopment agencies.  

State Agencies 

On July 1, 2013, the Business, Transportation & Housing Agency’s responsibilities will be reorganized 
into the Business, Consumer Services, and Housing Agency, and the Transportation Agency. The 
Transportation Agency will include: 

• Department of Transportation (Caltrans) 
• California Transportation Commission (CTC) 
• High‐Speed Rail Authority (HSRA) 
• California Highway Patrol (CHP) 

The Business, Consumer Services, and Housing Agency will include: 

• Department of Housing and Community Development 
• Department of Consumer Affairs 
• Department of Fair Employment and Housing 

Transportation Bond Debt Service  

Bond debt service related to transportation will reach $1 billion in 2013‐14, and continue to grow. 
Revenue allowable for making these payments is limited, so the Governor is proposing two actions to 
address this issue. First, a new truck weight fee revenue bond program would authorize the direct 
payment of transportation bond debt service from truck weight fees. This would essentially treat 
general obligation bonds for transportation as revenue bonds, which would help stabilize debt service 
payment and potentially increase the bond ratings. Second, a portion of State Highway Account 
revenues would be permanently transferred to offset bond debt service. The state has done this 
episodically in the past.  

Caltrans Programs & Budget 

Caltrans is in the process of transitioning to a zero-based budget, and has reviewed the Local Assistance 
and Planning Programs; other programs within Caltrans are scheduled for review. In the Local Assistance 
Program, the Governor is recommending reducing the budget by $1.5 million and eliminating 20 
positions as part of new efficiency measures. In the Planning Programs, the Governor is recommending 
an increase of $8.4 million and 10 new positions to address additional workload and implement various 
efficiency measures. The budget also proposes streamlining and standardizing Caltrans’ planning 
documents and reducing administrative costs for existing grant programs. 

The Governor is also proposing consolidating five existing programs into a single Active Transportation 
Program that will cover bicycle, pedestrian, and mitigation programs. The existing programs are: the 
federal Transportation Alternatives Program (which also includes the Recreational Trails Program), the 
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state Bicycle Transportation Account program, the federal Safe Routes to School program, and the state 
Safe Routes to School program. The Administration also plans to streamline the application process for 
the new program. This is consistent with the focus on reducing program silos under the new federal 
transportation authorization law, MAP-21. This consolidation allows for the reduction of five positions in 
2014-15, and shifts $134.2 million in state and federal resources to the new program.  

Delta Stewardship Council 

The Governor’s proposed budget includes $11.6 million for the Delta Stewardship Council. A final draft 
of the Delta Plan and corresponding draft Programmatic Environmental Impact Report is currently 
undergoing public review and comment. The Governor’s Budget Summary notes that the Delta Plan’s 
implementation costs will be evaluated during the May Budget Revise process.  

Transportation  

Transportation Tax Swap Funding 

The Governor’s proposed budget does not include any new proposals to divert, borrow, or take funding 
from transportation purposes. Under the 2010 Transportation Tax Swap, the Board of Equalization must 
adjust the new excise tax rate by March 1 of every year in order to achieve revenue neutrality with what 
prior funds would have otherwise generated for transportation. The proposed budget forecasts that the 
new excise tax rate will increase to $0.38 per gallon in March 2013. It is worth noting that the 
Transportation Tax Swap ties funding to gasoline consumption. For 2013-14, the Department of Finance 
projects a 1.3 percent increase in consumption, but in 2011-12, actual consumption declined by 1.1 
percent. If consumption falls below estimates, local governments will receive less funding for 
transportation. 

The proposed budget did not address the unrealized revenue from the Off-Highway Vehicle Account 
that should be available to local governments under the Transportation Tax Swap approved in 2010. This 
is a loss to local governments statewide of approximately $128 million annually.  

Transit Funding 

The Governor projects that the State Transit Assistance program will be at approximately $391 million 
for FY 2013-14, and $415 million for FY 2012-13, a 12% reduction from last Fall’s estimate of $468 
million for FY 2012-13. As with local road funding, this number is subject to change, as it is also based on 
fuel consumption (in this case, diesel).  

The budget also proposes $479,717,000 in funding for the Public Transportation Modernization 
Improvement and Service Enhancement Account, which serves as the sole source of funding for transit 
capital projects and rolling stock purchases.  

Intercity Rail 

The intercity rail program is projected to receive $130 million, an increase from the current budget of 
approximately $90 million. The state subsidizes operations for the Capitol Corridor and San Joaquin 
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intercity rail services in Northern California, plus the Pacific Surfliner in Southern California. Due to 
changes to federal regulations, a $20 million federal subsidy for the Pacific Surfliner is no longer 
available, so the state must come up with that funding. This budget proposal would potentially bring 
additional operating dollars for the Northern California services, but the details are not yet available.  

High‐Speed Rail 

SB 1029 of 2012 appropriated $8 billion for three significant high-speed rail purposes: (1) for the first 
phase of the Initial Operating Section (IOS) from Madera to Bakersfield, (2) to upgrade existing rail lines 
for future high‐speed rail service, and (3) for connectivity projects to enhance and link local transit and 
intercity rail to the future high‐speed rail system. The Governor’s proposed budget assumes additional 
costs in coming fiscal years beyond what has been appropriated, but it does not appropriate any new 
funds for the High‐Speed Rail at this time. The Governor’s budget does intend to use cap‐and‐trade 
revenues as a fiscal backstop for the additional costs in out-years, specifically associated with the 
completion of the IOS to the San Fernando Valley.    

The High-Speed Rail Authority is continuing to identify early “bookend” investments that will generate 
immediate benefits and, through blended service, enhance future high-speed rail ridership. Projects 
currently being evaluated include regional rail improvement projects. Final selection of specific projects 
and lead agencies will be completed by the end of the current fiscal year. Initial construction work is 
scheduled to begin in the Central Valley during the summer of 2013. 

Cap‐and‐Trade Revenues 

The Governor’s budget proposal anticipates $600 million in revenues from the cap‐and‐trade program 
during the current budget year through 2013‐14. There are two more auctions scheduled for 2013. AB 
1532 of 2012 requires the Department of Finance to develop a three‐year investment plan beginning 
with the 2013‐14 May Revision of the Budget, in coordination with the Air Resources Board (ARB). Over 
the next several months, ARB will be holding public workshops to discuss the allocation of these funds.    

The proposed budget lists reducing emissions from the transportation sector as the top priority for 
auction revenues, including investments in transit, high-speed rail, vehicle electrification, sustainable 
communities, and energy projects that complement high-speed rail.  

The Governor’s second priority for auction revenues is the electricity and commercial and residential 
energy sector. Investments in this area will focus on energy efficiency programs, including the Property 
Assessed Clean Energy (PACE) program and efficiencies in the treatment and movement of water 
throughout the state.  

Finally, a miscellaneous category is included for auction revenues, listing projects related to sustainable 
agriculture, forest management and urban forestry, planning processes and the diversion of organic 
waste to bioenergy and composting.  

SACOG staff remains engaged in the Transportation Coalition for Livable Communities, which the Board 
authorized joining in 2012, to advocate for dedicating auction revenues derived from fuel production to 
finance reductions in greenhouse gas emissions from the transportation sector. SACOG staff is also 
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continuing analysis of the impacts of cap-and-trade on the food processing sector, specifically using the 
case study of Pacific Coast Producers in Woodland.  

MAP‐21 Implementation 

The Governor proposes to maintain the existing share of federal transportation funds between the state 
and local transportation agencies under the new federal surface transportation authorization, Moving 
Ahead for Progress in the 21st Century (MAP-21). This is consistent with the administrative 
implementation proposal adopted by the CTC in September 2012. The proposed budget is silent on 
implementation for 2014 and beyond, but the Administration supports status quo funding shares and 
will work with the Legislature to continue to seek consensus around further implementation.  

Legislative staff shared a concept for MAP-21 implementing legislation in December that may conflict 
with the status quo approach of the Administration, but no legislation has been introduced, and the 
proposal is not detailed enough to understand differences in funding approaches. 

Long‐Term Transportation Financing Working Group 

Citing the need to bridge the $300 billion funding gap that exists for a range of transportation 
infrastructure, the Governor’s proposed budget calls on the new Transportation Agency to form a 
working group of state and local transportation stakeholders with three main goals: (1) to refine the 
Statewide Transportation Needs Assessment, (2) to explore long‐term, pay‐as‐you‐go funding options, 
and (3) to evaluate the most appropriate level of government to deliver high‐priority investments to 
meet the State’s infrastructure needs.  

Redevelopment Agency Dissolution 

The proposed budget projects that the state will realize General Fund savings from the dissolution of 
redevelopment agencies in the amount of $2.1 billion in FY 2012-13 and $1.1 FY 2013-14. These 
amounts are about one-third (a total of $1.6 billion) lower than assumed in the 2012-13 budget. Over 
the same two-year period the Administration projects that counties will receive approximately $1.6 
billion, cities $1.2 billion and special districts $400 million. An Administration official estimated the 
amount dedicated for enforceable obligations over this period to range between $4 – 4.5 billion. 



California Transportation Commission
Needs Assessment – 10 year

Mode Preservation
(billions of $)

Capacity Expansion
(billions of $)

Highways $80 $86
Local Roads $103 $26
Transit, including 
passenger rail, 
multimodal stations

$143 $44

Freight rail, seaports, 
airports, land ports

$16 $35

Bike / Pedestrian $0 $5
TOTAL $341 $197

Base Funding $148 $95

Shortfall $193 $102

Caltrans Revenue over Time
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