
 

 
 

 
 

 
 

STAFF REPORT 
 
 
 
 
 
SUBJECT: Proposition 42 Transportation Funding 
 
 
MEETING DATE: December 15, 2005  AGENDA ITEM: 7G  
 
 
STAFF CONTACT: Jim Kemp or Stephen VanDenburgh 
 
 
RECOMMENDATION: 
 
Authorize the Chair to sign a letter to the Governor requesting that Proposition 42 funds be 
allocated for transportation purposes in the FY 2006-07 state budget and future state budgets. 
 
DISCUSSION: 
 
Agencies that plan, program and deliver transportation projects require funding that is stable, 
predictable, balanced, flexible and sufficient.  For the past several years, this has clearly not 
been the case as state transportation funds have been reallocated for non-transportation 
purposes.  In fact, FY 2005-06 was the first year that Proposition 42 funds were fully allocated in 
the state budget for transportation purposes since Prop 42 was overwhelmingly approved by 
state voters in 2002.  The $1.3 billion provided funding for local agency road projects as well as 
STIP projects and was the result of a coordinated effort by local agencies, regional agencies, 
transportation providers, business and labor organizations across the state.   
 
The attached letter was developed by regional transportation planning agencies to persuade the 
governor to allocate Proposition 42 funds in the 06-07 budget for transportation and to take 
other steps to stabilize and increase funding required to maintain and improve local and state 
transportation infrastructure.  CALCOG has requested that the board Chairs for each of the 
regional agencies co-sign the letter.    
 
Staff recommends that the Chair be authorized by the board to sign the letter.    
 
COMMITTEE REVIEW:  
 
None 
 
ATTACHMENTS:    
Letter to Governor Schwarzenegger 



 
 

 
 

 
 
 
 
November 17, 2005 
 
 
 
 
The Honorable Arnold Schwarzenegger, Governor 
State of California 
State Capitol Building 
Sacramento, CA  95814 
 
Re: Protection of Proposition 42-Transportation Funding Crisis 
 
Dear Governor Schwarzenegger, 
 
The transfer of gasoline sales tax funds under Proposition 42 to transportation programs in 
2005/06 relieved to some extent beleaguered city and county road maintenance and allowed 
resumption of minimal capital improvements through the State Transportation Improvement 
Program (STIP).  While necessary, that Proposition 42 funding for 2005/06 was far from 
sufficient.  Looking ahead the next five years, 100% of the funding for new projects in the STIP 
now comes from three sources - Proposition 42, the gasoline sales tax spillover, and the gaming 
bonds proposed to repay past loans from transportation funds - none of which can be counted on 
pending budget decisions reopened annually. 
 
The Regional Transportation Planning Agencies around the state urge your support to: 

• continue transfer of Proposition 42 funds to transportation programs in the 2006/07 
budget, and every year thereafter; 

• enact legislation to increase flexibility among transportation programs to make it easier to 
match delivered projects with available funds; and 

• convene representatives from the Administration, Legislature, regional agencies, cities 
and counties, and transit operators to examine expeditiously what to do about the near 
and long term transportation funding crisis. 

 
All the agencies that collectively plan, own, operate, improve, and fund transportation systems in 
this state need programs that are stable, predictable, balanced, flexible, and adequately funded.  
Those conditions no longer exist today.  Federal agencies require that the state share of 
transportation funding be backed by real money and that transportation commitments to achieve 
clean air standards be funded as promised, otherwise federal transportation funds can also be 
withheld.  A billion dollars of transportation construction supports 42,100 jobs in this state – and 
a STIP cut to zero by the budget yields no jobs.  The attached page lays out in more detail factors 
that have yielded today’s crisis situation. 



 
 

 

 
 
Both Caltrans and local agencies are struggling to maintain an aging, overused, deteriorating 
system in a minimal state of good repair, and have a hard time justifying starting project delivery 
work extending five years into the future on the chance that funding may be there to build 
transportation projects when ready.  The continuing high level of uncertainty puts the whole 
program and the system it supports at risk.  It has gone well past time to wring our hands; it is 
now time to do something to put our transportation programs back on a sustainable path. 
 
Factors contributing to the current transportation program crisis: 
 

• The STIP is neither stable nor predictable.  For the first time, in 2005/06 the State 
consumed all of its shares of the gasoline tax plus federal funds for state operations, 
highway maintenance and rehabilitation, leaving no gas tax revenues to support STIP 
investments. 

• The STIP is no longer balanced.  For the 2002 STIP, the California Transportation 
Commission asked for state highway projects with all projects to be federally funded; in 
the 2004 STIP it allowed no new projects; and for the 2006 STIP it must ask for transit 
projects with none to be federally funded.  None of the STIP funding is fully assured, and 
erratic funding jams other programs that may have to take up the slack if the STIP fails. 

• Since 1980 funding to maintain and operate local roads and transit has fallen gradually 
further behind.  The local share of the gas tax today funds less than half the need for 
street and road maintenance and rehabilitation in most cities and counties, and as much as 
30% of local road maintenance is being deferred every year.  Large urban transit 
operators have faced an annual operating deficit in recent years, which commonly leads 
to some decrease in service. 

• System use and wear continue to grow steadily, faster than funding.  The state’s 
population and the number of vehicles on the road increase by half a million each year, 
and any spare capacity built in the 1960s and 1970s has long since been consumed.  The 
truck weight increase Congress authorized in 1997 increases road wear from each full-
weight truck by 25%.  Urban traffic has become so heavy that Caltrans must pay night 
rates for much of its road work.  Two decades of “pay me now or pay me later” deferred 
local road maintenance is coming due as costlier rehabilitation and reconstruction. 

• The degree of cost challenges the State faced for the Bay Bridge are showing up in other 
places.  After more than a decade of modest inflation in construction costs, the cost of 
concrete, steel, asphalt, and fuels has jumped by 50% or more during the past year, 
driving project construction costs up and crowding out program investments. 

• Without stable and predictable funding, it becomes problematic to plan and justify 
starting work on improvements to be built several years in the future.  Even with agencies 
focusing on project delivery, transportation improvements of significant size take five 
years or longer to get ready for construction.  Projects using federal funds face different 
and typically lengthier requirements. 

• Management of project delivery and funding has become increasingly difficult, but 
programs have not responded with more flexibility.  For all large projects, project 
delivery proceeds at risk of delays due to complex process requirements.  It makes sense 
to match delivered projects with available funds, regardless of program, but today it takes 



 
 

 

time and adds extra effort to amend projects back and forth between programs that may 
have differing requirements, especially where federal funds are involved. 

• No program – road maintenance, transit operations, system improvements – is adequately 
funded nowadays.  Proposition 42 helps significantly but is not enough.  The federal 
Conditions & Performance Report to Congress shows California’s urban roads as the 
worst in the country, with California’s whole road system statewide ranking third worst. 

 
 
 
Sincerely, 
 
 
 
SBCAG Chair 
 
 
 
CC: Members, California State Legislature 
 California Transportation Commission 


