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RECOMMENDATION: 

That the City Council hear a presentation from the Director of Public Works regarding the 
California Statewide Local Streets and Roads Assessment, and the impact that State 
budget decisions could have on City of Santa Maria transportation systems. 

BACKGROUND: 

California's transportation systems provide basic societal infrastructure to support many 
vital aspects of human life. Commerce, food distribution, public safety and social 
connections depend on the existence and quality of freeways, highways, and local road 
networks in existence today. Governments dedicate significant financial resources for 
improving and maintaining these roadway networks. The transportation funding 
mechanisms in place today include State and Federal gas tax, State sales tax, local sales 
tax measures (Measures D and A), property tax receipts, vehicle license fees, State and 
Municipal bonds, and other Federal grant programs. 

In California, the State gas tax funding is administered through the Highway Users Tax 
Account (HUT A). The revenues from the $0.18 per gallon State gas tax are distributed to 
Caltrans, Counties, and Cities in a variety of ways identified in the Streets and Highways 
Code. For Santa Maria, State gas tax receipts are estimated to be about $1.6 million in 
fiscal year 2009-10. 

With the enactment of Proposition 42 in 2002, California also transfers most sales tax 
revenues from gasoline sales from the general fund to the transportation fund. For Santa 
Maria in fiscal year 2009-10, this funding is estimated at approximately $900,000. 
Proposition 42 allows the State to suspend this transfer during times of economic crisis, 
and there is no provision for the State to pay this money back. 

There is also a Federal gas tax administered through the Highway Trust Fund. Revenues 
from the $0.184 per gallon gas tax (and the $0.244 per gallon diesel tax) are distributed to 
states for highways and transit projects. Periodically, Congress enacts multi-year 
legislation such as SAFETEA-LU, authorizing spending for surface transportation. The 
City of Santa Maria aggressively pursues State and Federal grant funding opportunities. 
However, these programs are not annually predictable revenue streams, and are usually 
dedicated to specific capital projects, and generally require a local match of funds. 
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Here in Santa Barbara County, voters passed Measure D in 1988 and Measure A in 
2008. These one-half cent sales tax override ballot initiatives provide transportation 
funding for local streets and roads, and regional projects (thereby establishing Santa 
Barbara County as a "Self-Help County"). In the City of Santa Maria, these measures 
provide funding for our street maintenance activities. 

These existing funding mechanisms do not provide adequate financial support for all of 
the transportation needs in California. The effectiveness of both State and Federal gas 
tax has eroded due to its static rate per gallon of fuel, its reduced purchasing power due 
to inflation of material and labor costs, and the fact that fuel usage levels are dropping 
due to energy conservation and improved vehicle fuel efficiency. Many transportation 
professionals believe that changes in our society will require either a substantial increase 
in the gas tax, or new transportation funding mechanisms to replace the gas tax in the 
near future. 

When the State of California has experienced budget shortfalls, the Governor and 
Legislature have identified State gas tax and Proposition 42 sales tax revenues as 
opportunities to solve budget crises. Proposition 1A was passed in 2004 to amend the 
State Constitution to limit the conditions under which the Proposition 42 sales tax funds 
can be taken from local governments. In the Spring of 2009, the State proposed taking 
both the State gas tax and the Proposition 42 sales tax funds from local governments, but 
retracted the threat as a result of negative reaction from local governments. 

DISCUSSION: 

The League of California Cities commissioned Nichols Consulting Engineers to survey all 
of California's 58 counties and 478 cities in 2007-08 and prepare a study of the condition 
of their street systems. The study captured data from more than 93 percent of the State's 
local streets and roads. The data is considered extremely accurate because a majority of 
the jurisdictions surveyed utilize recognized pavement management systems. 

Pavement life is measured by a Pavement Condition Index (PCI). In the first third of its 
life, a pavement is easily maintained by chip seal. A chip seal will prevent degradation 
and extend the pavement life, so it is called "preventive maintenance." If the government 
is not able to fund this preventive maintenance, then the pavement will fall into an "at risk" 
category. During the second third of its life, the pavement will deteriorate rapidly. The 
only way to extend its life will be by using a preservation strategy such as an asphalt 
overlay. Overlays are five times more expensive than chip seals. If there is insufficient 
funding for this strategy, then the pavement will fall into the final third of its life, wherein 
the pavement is failed and cannot be preserved or maintained. It must be reconstructed, 
which costs twenty times more than chip seal. If preventive maintenance is not 
performed, the taxpayer's money is spent less cost-effectively. 

On a scale of zero (failed) to 100 (excellent), the Statewide average PCI is 68. This rating 
indicates that the Statewide condition is in the "at risk" category. If current funding 
remains unchanged, the PCI is projected to deteriorate to 58 in 10 years, and further to 
48 ("poor" category) by 2033. The backlog of unfunded street repair will more than 
double from $37 billion to $79 billion by 2033. 

The recommendation of the LOCC study is to invest available transportation funding 
dollars in preventive maintenance. The study concludes that maintenance of our roads 



utilizing Best Management Practices (BMPs) is the most cost-effective and efficient way 
to spend the taxpayer's money. In a general sense, "BMPs" means improving our 
roadways to a condition where preventive maintenance dollars will extend the life of the 
roadway to the maximum extent possible. 

This strategy can only be successful if adequate funding is available. That is why it is so 
important to make sure that gas tax (HUTA) funding continues to flow to California's cities 
and counties. Local jurisdictions cannot afford to lose any existing funding. In fact, the 
study concludes that approximately $51.7 billion of additional funding is needed now to 
bring the pavement condition of the State's local streets and roads to a level where the 
taxpayer's money can be spent cost-effectively. Then, once the BMP condition is 
reached, it will cost approximately $1.S billion a year to maintain them at that condition. 

Another Statewide funding need is for our transportation network essential components, 
such as curb ramps, gutters, sidewalks, storm drains, street lights, and signals. The study 
estimates that California needs an additional $19.7 billion for these components. In total, 
California needs an additional $71.4 billion over the next ten years to provide a 
transportation system of local streets and roads that can be maintained cost-effectively. 

The study concludes: ''To bring the local system back into a cost-effective condition, 
thereby preserving the public's $271 billion pavement investment and stopping further 
deterioration, at least $7 billion annually in new money is needed to stop the further 
decline and deterioration of local streets and roads. This is equivalent to about a 3S-cent 
gas tax increase. Or, to put it another way, the average driver will pay an additional 50 
cents a day for gas. It is imperative that cities and counties receive a stable and 
dedicated revenue stream for cost-effective maintenance of the local system to avoid this 
crisis." 

Fiscal Considerations: 
If the State of California takes HUTA and Proposition 42 funding from the City of Santa 
Maria, the City would lose approximately $2.5 million per year of the takeaway. 

Impact to the Community: 
The City of Santa Maria has been fortunate to be able to maintain our street system in a 
condition that exceeds the Statewide average. The City Council has consistently 
supported budget recommendations from staff to dedicate available resources to robust 
roadway repair, pavement preservation, and preventive maintenance programs. From 
the late 19S0s until 2000, the City Council funded street reconstruction projects for our 
most damaged roadways. The City Council continued to attack the problem of pavement 
preservation with funding for overlay projects. In the category of preventive maintenance, 
the City Council has supported our chip seal program consistently, despite the 
inconvenience to the public. The results are impressive: the City of Santa Maria currently 
achieves a City-wide PCI over SO. 

The HUTA and Proposition 42 takeaway would have a significant negative impact on the 
City of Santa Maria street system. Our ongoing pavement preservation and preventive 
maintenance programs have achieved great results for the community, and these funding 
sources are necessary to avoid losing the progress we have made. 

Furthermore, new development in Santa Maria adds new roadway infrastructure, thereby 
increasing the inventory that requires maintenance. Simultaneously, the cost of materials 



required to perform maintenance increases, while the revenues from gas tax remain 
static. These three forces combine to create a very large impact on the City of Santa 
Maria roadway system from any raid on the City's revenue for transportation funding. 

Other Agency Review: 

The League of California Cities, along with the County Engineers Association of 
California, and the California State Association of Counties, are lobbying the State of 
California legislative and executive branches not to solve the budget crisis with further 
raids on transportation funding revenues. 

~ V~;E. 
Director of Public Works/City Engineer 

xc: Chief Deputy City Clerk 
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