Bill No:  AB 6X8

          Author:   Assembly Budget Committee

   DIGEST  :     This bill provides the  necessary statutory changes in the area of transportation finance in order to address the fiscal emergency declared  by Governor Schwarzenegger pursuant to the California Constitution.

This bill makes a swap of tax revenues and expenditure of related funds as follows:

          1. Tax Swap:  This bill lowers certain taxes and increases others, such that on net there is a small tax decrease annually through 2014-15.  Thereafter, this bill is  revenue neutral.  Specifically, this bill:

· Exempts gasoline from the State 6.0 percent sales  

tax on July 1, 2010, which by itself would reduce tax  revenue by $2.5 billion in 2010-11. 

· Increases the excise tax on gasoline by 12.9 cents on July 1, 2010, which

by itself would increase revenue by $1.8 billion in 2010-11.  In 2011-12 and  thereafter, the Board of Equalization would adjust the excise rate to match what the sales tax on  

gasoline would otherwise provide.

· Delays by one year, the implementation of unitary-group credit sharing.

(The 2008-09 Budget package amended statute to allow a firm to share unused tax credits with other firms in the same unitary group starting in 2010.)

· Limit the use of Net Operating Loss (NOL)  deductions in 2010 to 68

percent of income.  (The 2008-09 Budget package amended statute to fully suspend NOL deductions in 2008 and 2009.)

The unitary-group sharing and NOL provisions combined result in additional tax revenue of $655 million in 2010-11, a revenue loss of $7 million in 2011-12, a revenue loss of $47 million in 2012-13, and losses of  $2 million in 2013-14 and 2014-15.

· Increases the state sales tax on diesel on July 1, 2011, from 5.0 percent

to 6.75 percent to increase revenue for the Public Transportation Account by about $120 million (the total state sales tax on diesel will increase to about $435 million). 

· Decreases the excise tax on diesel on July 1, 2011 from 18 cents per

gallon to 13.6 cents per gallon, which decreases revenue for the Highway Users Tax  

Account by about $120 million.   In 2012-13 and thereafter, the Board of Equalization would adjust the excise rate to keep the decrease in the excise  revenue equal to the increase in the sales tax revenue.  

          1. Transit Funding:  This bill appropriates $400 million to transit operators to help fund operations for the remainder of 2009-10 and for 2010-11.  In 2011-12, the diesel fuel swap provides for growth in both transit operations and intercity rail.  Transit operators will get $350 million in 2011-12, and a growing amount thereafter, via receipt of 75 percent of the state sales tax on diesel.  The amount available for intercity rail and other state purposes will grow, via receipt of 25 percent of the state sales tax on gas and most of the non-Article XIX transportation funds (about $72 million per year).  This bill authorizes, with local voter approval, a local mitigation fee on gasoline to fund transit, bicycle and pedestrian projects, programs, and operations.  

          2. Highway and Road Funding:  This bill increases funding  

             for highways and local roads.  In 2010-11, this bill  

             would fully backfill for the highway and local road  

             funding lost due to the elimination of the sales tax on  

             gas.  In 2011-12 and thereafter, the excise tax revenue  

             would provide additional funding for highways and roads.  

              After the payment of debt service, the highway and road  

             funding would be split: 30 percent for the State  

             Transportation Improvement Program (STIP); 30 percent  

             for the State Highway Operations and Protection Program  

             (SHOPP); and 40 percent for local streets and roads.   

             This bill would provide net new revenue to highways and  

             roads of about $420 million in 2011-12, with new revenue  

             over ten years of about $3 billion.

          3. General Fund Relief:  This bill produces General Fund  

             relief of $219 million in 2009-10, $1.6 billion in  

             2010-11, and ongoing GF relief of about $700 million and  

             growing in the out years. The General Fund relief by  

             year is as follows:

                   In 2009-10: 

                A.      Directs $140 million in PTA funds to  

                  reimburse the General Fund for eligible debt  

                  service on general-obligation bonds (specifically,  

                  Proposition 108 of 1990 bonds, Proposition 1A of  

                  2008, and one-quarter of Proposition 1B of 2006  

                  bonds).

                B.      Directs $79 million in non-Article XIX  

                  transportation funds to reimburse the General Fund  

                  for Prop 116 of 1990 bonds.

                   In 2010-11: 

                  A.        Directs $254 million in PTA funds to  

                    reimburse the General Fund for eligible debt  

                    service on general-obligation bonds.

                  B.        Directs $72 million in non-Article XIX  

                    transportation funds to reimburse the General  

                    Fund for Prop 116 bonds.

                  C.        Directs $603 million in new gasoline  

                    excise tax revenue to reimburse the General Fund  

                    for Proposition 192 of 1996 bonds, and  

                    three-quarters of Proposition 1B of 2006 bonds.

                  D.        Addition revenue from delaying the  

                    unitary-group tax credit sharing and limiting NOL  

                    use result in a combined General Fund gain of  

                    $655 million which supports the expenditures of  

                    the State.

                   In 2011-12 and thereafter: 

                  A.        Directs $727 million (and varying amounts  

                    over time) in new gasoline excise tax revenue to  

                    reimburse the General Fund for Proposition 192 of  

                    1996 bonds, and three-quarters of Proposition 1B  

                    of 2006 bonds.

          1. No Proposition 98 Impact:  Requires that schools be held  

             harmless in the Proposition 98 funding calculation from  

             any tax changes in this swap.

           FISCAL EFFECT  :    Appropriation:  Yes   Fiscal Com.:  Yes    

          Local:  Yes

          According to the Senate Appropriations Committee analysis,  

          shown in the accompanying table, the tax swap results in a  

          small tax decrease over the period displayed.  In the long  

          run, the tax swap is annually revenue neutral.

          Note:  under current law, the state sales tax rate  

          (including gasoline) falls from six percent to five percent  

          on July 1, 2011.

                           Revenue Impact of Tax Swap

                            (Estimates in millions)

           ----------------------------------------------------------- 

          |                           |2010-11|2011-12|2012-13|2013-14|

          |                           |       |       |       |       |

          |---------------------------+-------+-------+-------+-------|

          |Eliminate Sales Tax on     |-$2,531|-$2,435|-$2,369|-$2,525|

          |Gasoline                   |       |       |       |       |

          |---------------------------+-------+-------+-------+-------|

          |Increase Excise Tax on     | 1,866 | 2,435 | 2,369 | 2,525 |

          |Gasoline                   |       |       |       |       |

          |---------------------------+-------+-------+-------+-------|

          |Tax Credit / NOL changes   |  655  |  -7   |  -47  |  -2   |

          |---------------------------+-------+-------+-------+-------|

          |Increase the Sales Tax on  |  117  |  121  |  128  |  133  |

          |Diesel                     |       |       |       |       |

          |---------------------------+-------+-------+-------+-------|

          |Decrease the Excise Tax on | -118  | -121  | -128  | -133  |

          |Diesel                     |       |       |       |       |

          |---------------------------+-------+-------+-------+-------|

          |Net change in revenues:    |  -11  |  -7   |  -47  |-2     |

          |                           |       |       |       |       |

           ----------------------------------------------------------- 

          As indicated on the table below, this proposal augments  

          funding for transit and highways over both the Governor's  

          proposal and current law.  

                       Expenditure Highlights of Tax Swap

                            (Estimates in millions)

           ----------------------------------------------------------- 

          |                           |2010-11|2011-12|2012-13|2013-14|

          |                           |       |       |       |       |

          |---------------------------+-------+-------+-------+-------|

          |Transit Operations via     | $400  | $350  | $350  | $356  |

          |STA*                       |       |       |       |       |

          |---------------------------+-------+-------+-------+-------|

          |Intercity Rail and other   |  162  |  158  |  172  |  191  |

          |State Operations           |       |       |       |       |

          |---------------------------+-------+-------+-------+-------|

          |Net new Highway and Road   |  417  |  251  |  208  |197    

          |                           |       |       |       |       |

           ----------------------------------------------------------- 

          * 2010-11 funding amount is that appropriated in 2009-10 by  

          this bill.

                       SUPPORT/OPPOSITION:  NONE RECEIVED

