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Diversion of Gas Tax Funds

June 9, 2009

California Legislature
State Capitol
Sacramento, CA 95814

Re: Borrowing/Raiding Gas Taxes to Close the Budget Gap is
Fiscally Reckless

Dear Senators and Assembly Members:

We urge you to reject any proposal to take and/or borrow gas tax funds
to use for general fund purposes. Proposals on the table to take
outright more than $900 million in gas taxes directly from local
governments, as well as suspending Prop. 42 funding protections, will
not help solve the State’s budget crisis. Instead, such borrowing and
raids will put thousands of construction workers out of work and onto
state social services, will make future budgeting more difficult, and will
kill the job creation and revenue generation that result from
infrastructure investment.

= California would lose out on the creation of tens of thousands
of jobs and billions in economic activity at the worst possible
time. Every $1 billion invested in infrastructure generates $5 billion
in economic activity and 18,000 jobs. Much of this economic activity
is put immediately to work -- as contracts are awarded, contractors
begin purchasing equipment and materials, hiring workers, paying
payroll, and generating sales and income taxes to state and local
governments. Borrowing gas tax funds — even temporarily — will
result in thousands of job losses, billions in lost economic activity,
millions in lost revenues for the state, and added pressure on state
coffers to pay unemployment and other benefits for those who lost
their jobs.

= Infrastructure investment builds a stronger economy. Because
of the dire economic situation, construction contractors are more
competitive than ever. Contractors are currently bidding at 20 to 40
percent under engineers’ estimates on public works projects.
California is getting the best value it has in many years on
infrastructure investment and should be doing more, not less, to
stimulate our economy through investing in public works.

= Borrowing gas tax funds now will plunge the state deeper in
debt later — requiring billions of dollars in repayment in just
three years. Any borrowing of gas tax funds must be repaid in
three years when experts predict California will still be facing multi-
billion dollar deficits.
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¢ Permanently diverting the local share of the gas tax has
serious long-term consequences. The local share of the gas
tax is the lifeline for counties and cities struggling to maintain the
vast local transportation system. Any permanent erosion of
existing funding levels will jeopardize public works departments
and their mission to respond to the mobility and safety needs of
the public and strangle economic activity that requires the
efficient movement of goods and people.

» Raiding transportation funding goes against the will of
voters. Twice voters overwhelmingly supported measures to
guarantee the state sales tax on gasoline goes to road
improvements. Any proposals to borrow or repeal funding
dedicated to transportation ignore the clear mandate set by
voters. In 2006, 77% of voters approved Proposition 1A,
preventing the state from using sales taxes on gasoline for non-
transportation purposes.

= Raiding gas tax funds disproportionately impacts the
construction industry, its employees and contractors. The
construction industry is already facing 20% unemployment due to
the global recession. Local governments across the state are
already laying off public works staff. Raiding all of the state sales
tax on gas would disproportionately impact an industry that is
already reeling and could literally put many contractors and
public works departments out of business.

Using gas tax funds for infrastructure improvements, as intended by the
voters, is the fiscally responsible choice that will provide both short and
long-term economic stimulus to expedite our economic recovery. We
strongly urge you to continue to use gas tax funds for the purposes they
were intended and reject any proposals to borrow, divert or outright raid
these funds.

Respectfully,

Jim Earp, Executive Director Danny Curtin, Director
California Alliance for Jobs California Conference of Carpenters
Jose Mejia, Director Joshua W. Shaw, Executive Director
California State Council of Laborers California Transit Association
Tom Holsman, CEO Patrick D. Kelly, Secretary-Treasurer
Associated General Contractors — Teamsters Union Local 952
California

Chris McKenzie, Executive Director
Jim Santangelo, Chairman League of California Cities
California Teamsters Public Affairs
Council Paul Mclintosh, Executive Director

California State Association of Counties
Russ Burns, Business Manager
Operating Engineers Local Union No. 3 Mark Watts, Executive Director
Transportation California
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