Memorandum

To: Charman and Commissoners Date:  April 18, 2001
From: Robert . Remen File No: 1-12
BOOK ITEM 4.10
INFORMATION

Ref: TECHNICAL ADVISORY COMMITTEE REPORT ON AVIATION ISSUES

| SSUE

The Commisson’s Technicd Advisory Committee on Aeronautics (TACA) has developed a “White
Paper On The State€'s Role In Aviation” which identifies the need for a comprehensive review of the
role and responghilities of the Cdtrans Divison of Aeronautics and the funding sources for the various
gate programs related to aviation. The TACA is seeking the Commission’s gpprova to undertake a
joint effort with Caltrans, the Business, Transportation and Housing Agency, and the Technology, Trade
and Commerce Agency to identify potentid roles and policies for the dtate in developing Cdifornids
aviation syslem. The White Paper is attached.

BACKGROUND

The TACA isadatutorily mandated committee, Section 14506.5 of the Government Code States:

“The Chairman (of the Commission) shal gppoint a Technica Advisory Committee on
Aeronautics, after consultation with members of the aviation industry, airport operators,
pilots, and other aviation interest groups and experts, as appropriate.  This Technica
Advisory Committee on Aeronautics shall give technical advice to the Commisson on
the full range of aviation issues to be considered by the Commission.”

The TACA has proven to be of great vaue to the Commission in carrying out its responsibility to advise
the Governor and the Legidature on state policies and plans for aviation programs in Cdifornia. The
Commission's primary responsibilities regarding aeronautics, include:

advisgng and asssting the Legidature and the Secretary of the Business, Trangportation and Housing
Agency in formulating and evaluating policies and plans for aeronautics programs,

developing recommendations on dtate aviation program funding, including establishing appropriate
tax code sections for aviation fud, reviewing the equity and adequacy of ate aviation tax rates, and
direction of exidting taxes paid by the aviation industry to aviation purposes;

providing recommendations on aviation of legidation to the Legidature and Adminigration;

adoption of the Cdifornia Aviation System Plan (CASP), a comprehensive plan defining dteate
policies and funding priorities for generd aviation and commercid arportsin Cdifornia;

adoption of the Cdifornia Aid to Airports Matching Rate;
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adoption and alocation of funds under the three-year Aeronautics Program, which directs the use of
State Aeronautics Account funds to:

1. provide a part of the locd match required to receive federd Airport Improvement Program
(AIP) grants, and

2. fund capita outlay projects a public-use arports through the Cdifornia Aid to Airports
Program (CAAP) for arport renabilitation, safety and capacity improvements, and

cooperating with Catrans and the Federal Aviation Adminigration (FAA) to coordinate state and
federd aviation programs.

CURRENT MEMBERS OF TECHNICAL ADVISORY COMMITTEE ON AERONAUTICS

Robert Abernethy, Presdent, Sdf Storage Management Company and American Standard
Development Company

Michad Armstrong, Principal Planner, Southern Cdifornia Association of Governments
Richard Cox, Regiond Director, Air Trangport Association of America

Herman Bliss, Manager, Western Region Airports Divison, Federd Aviation Admin.
Danid Burkhart, Regiond Representative, Nationd Business Aviation Association
Curt Castagna, President, Aeroplex Aviation (Long Beach Airport)

Steven Irwin, Airport Operations Supervisor, San Francisco Internationa Airport

Jack Kemmerly, Cdifornia Regiona Representative, Aircraft Owners and Pilots Assoc.
Harry A. Krug, Airport Manager, Colusa County Airport

Mark F. Mispagel, Chairman, Specid Counsdl, El Toro Master Development Program
Tim Mewin, Aviation Consultant, HNTB

Alan R. Tubs, Didrict Field Services Manager, Airborne Express, Maher Fied

Austin Wiswell, Program Manager, Catrans Aeronautics Program

RECOMMENDATION

Commission gaff recommend that the Commission direct the TACA to undertake a joint effort with
Cdltrans, the Business, Transportation and Housing Agency, and the Technology, Trade and Commerce
Agency to identify potentid roles and policies for the sate in developing Cdifornid s aviation system,
and to give a progress report to the Commission at the November 7-8, 2001 Mesting.
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CALIFORNIA TRANSPORTATION COMMISSION
TECHNICAL ADVISORY COMMITTEE ON AERONAUTICS
WHITE PAPER
THE STATE'SROLE INAVIATION

I ntr oduction and Purpose:

The rapidly expanding role of aviation in moving people and goods in the global economy
requires a reexamination of the state's role in commercial and business aviation. California's
economic future is inextricably linked to providing the transportation infrastructure that will
connect al areas of the state to the global economic system. If Cdifornia is to remain
competitive in the global economy, our aviation system must be improved to facilitate significant
growth in air passenger and cargo movement, to provide access for and fully integrate increasing
business and corporate aviation, to ensure mobility around airports, to responsibly mitigate
adverse impacts of aviation on communities, and to continue a high quality of life for our
citizens.

California cannot continue to leave the statewide economic interests associated with aviation to
the vagaries of local politics and priorities done. The state should accept the responsibility to
provide the leadership and resources, in cooperation with local, regional and federal agencies, to
develop the efficient aviation system that is essentia for our economic success in the 21st
Century.

Now is the appropriate time to reassess and adjust the state’s aviation role in coordination with
other efforts underway to address critical transportation issues. Enacted in 2000, the Federal
Aviation Investment and Reform Act for the 21% Century (AIR 21) provides increased funding
and expanded programs for airport infrastructure maintenance and development. A report
identifying the stat€’s top infrastructure priorities and recommending approaches to implement
the priorities is due in the next few months from the Governor's Commission on Building the
21% Century. Senate Concurrent Resolution 96 (Chapter 158, 2000 Statutes) requires creation of
a Globa Gateways Development Program by June 2001 to identify high priority airport and
seaport access and infrastructure projects for purposes of potential federal, state and other
funding. Caltransis in the early stages of a comprehensive, collaborative process to develop a
new statewide, multimodal California Transportation Plan that will address the mobility of
people, goods and services over the next 20 years.

Recommendation:

The Technical Advisory Committee on Aeronautics (TACA) is recommending that the
California Transportation Commission (CTC) direct TACA to work with representatives of the
Business, Transportation & Housing Agency, the California Department of Transportation
(Caltrans), and the Technology, Trade and Commerce Agency to:

identify potential roles and policies for the state in developing California’s aviation system,
and



develop appropriate legidative proposals that (1) augment Caltrans Division of
Aeronautics responsibilities and funding; (2) restructure the funding of Caltrans Division
of Aeronautics activities to ensure that those that benefit from the activity, both
commercial and general aviation, pay for the program; and (3) reserve all current
Aeronautics Account revenues derived from general aviation for general aviation
purposes.

Background:

Caltrans Division of Aeronautics will be requesting the Commission’s adoption of the updated
Policy Element of the California Aviation System Plan (CASP). The Policy Element defines: the
continuous aviation system planning process and the roles of federal, state, regional and local
participants in the process; discusses issues affecting aviation and its relationship with other
modes, and defines the policies and implementing actions guiding Division of Aeronautics
activities and CASP development, including funding priorities for general aviation and for
commercia service airportsin California. TACA participated in development of this update as it
has in previous updates and in the initial Policy Element adopted by the Commission in 1991.

The role Cadtrans should play in planning and assisting the infrastructure and capacity
development and maintenance of the airport system and the funding limits restricting that role
continue to be issues emphasized in the current Policy Element update as well as in the
Commission’s Annual Reports to the Legidature. Options for increased funding have been
discussed for years but no action has yet been taken.

The following points substantiate the need for TACA’s recommendation and would be
considered in carrying out the recommended actions:

There is an increasing shortfall in funding capability between Caltrans biennial

Aeronautics Capital | mprovement Program (ClP) adopted by the Commission and the
three-year funded program;

The Division of Aeronautics provides approximately $1.5 million a year for state capital
grants to airports, $1.5 million to cover haf of the local match required to receive federa
Airport Improvement Program grants, and $1.5 million for a $10,000 annual entitlement
grant to every publicly-owned public-use genera aviation airport. There is a dramatic
funding gap between needs identified in the annualized CIP for general aviation airports
(a total of $75 million annualized -- $34.5 million unfunded) and the portion of
Aeronautics Account funds available to fund the CIP ($1.5 million annualized). [See
Attachment 1].

A new federa entitlement program for general aviation included in AIR 21 will likely result
in many more federally funded airport projectsin California In order to capture all federal
funds available to California, the state needs to significantly increase the amount of state
funds available to meet local match requirements, estimated at about $3 million annually.
In some cases, providing a greater share of the local match to assist cash strapped airports
should be considered.



Also, appropriately addressing reliever and general aviation airport infrastructure needs is
increasingly important as commercia service airports face severe capacity constraints from
growing passenger and cargo activity and the expanding business and corporate segments of
genera aviation. Improving reliever and general aviation airport infrastructure and capacity
to accommodate business and corporate aircraft will help to mitigate congestion and
environmental pressures at the larger commercial service airports and will provide for
continued growth of an important contributor to the state’' s economy.

Pressure from development and incompatible uses on land surrounding airports
emphasizes the need to have local Airport Comprehensive Land Use Plans (CLUPS) in

place.

Incompatible land use development near airports of all sizes and categories is one of the most
serious capacity and infrastructure improvement problems affecting airport viability in
California. State legislation requires all counties with airports “open for the benefit of the
general public’ to form an Airport Land Use Commission (ALUC) and develop a CLUP for
each of the airports in the county. As planning issues for airports become more complex,
staff time and costs for handling those issues are rising. Insufficient funding has precluded
CLUP development in many counties. While funding of CLUPs is an €ligible category in the
State CIP, few are funded because of limited funds. The estimate of funds needed to
complete CLUPs statewide is $5.22 million.

As aviation activity grows in California, the public’'s annoyance with air cr aft noise can

be expected to grow and there will be increased interest from State L egisators to affect
that issue from the state level.

Under existing state law, the Division of Aeronautics administers State Noise Standards for
airports. Nine of the ten airports that currently must comply with those standards are
commercia service airports, yet the entire program is funded with general aviation fuel tax
funds. The state's noise program has historically cost the Division of Aeronautics about
$170,000 per year.

Practically every year, state legidation is introduced that, if passed, would require the
Division to take some additional action regarding noise generated primarily by air carrier
aircraft. Last year, a bill proposed a $500 tax credit for persons exposed to a specific level of
noise. This year, there is interest from a legidator for the Division to conduct a $100,000
study regarding aircraft noise in neighborhoods that are well outside any airport’s “noise
impact ared’ as defined in the state’'s Noise Standards. These proposals, however, seldom
include a new funding source to implement them.

As pressure increases to provide more service to members of the public who consider
themselves to be affected by aircraft noise, there needs to be a mechanism for having the
air carriers fund those programs, since they are the most significant generators of aircraft
noise.



Providing adequate surface connections to airports is critical to improving airport
capacity, while there is a general inattention and misunder standing of the importance
of ground accessto airports.

The importance of assessing airport ground access needs and defining appropriate ways to
meet those needs consistently has been a concern discussed in the CASP Policy Element and
in the Commission’s annual reports to the legidature. 1n 1999, a Commission survey of
airports and the CASP Capital Improvement Plan (CIP) indicated 41 airports had 103
unfunded ground access projects costing $3.1 billion. An Airport Ground Access Study, to
be completed by Caltrans in June 2001, will provide a project specific assessment of needs
and recommend methods to plan, fund, program and implement airport ground access
improvements, including how the state should take a stronger role.

Thereisan immediate need to aggr essively undertake aviation system planning pr oj ects
to address commer cial passenger and car go capacity shortfalls.

Historically, funding for CASP development and related aviation system planning projects
has come from federal Airport Improvement Program (AlIP) or other federal planning and
research grants. In fact, PUC Sec. 21707 mandates that funding for the CASP shal come
from federal grants. State funding policy has been guided by a concern that limited
Aeronautics Account funds should be dedicated to its general aviation source and focused on
maintaining airport infrastructure and administering legidatively mandated aviation
regulations. Thus aviation system planning conducted by Caltrans has been dependent upon
federa priorities and funding levels. The state needs to take action to more aggressively
participate in studies and projects that will define how and where airport expansion should
take place. One example is helping to determine the feasibility of the proposed Tijuana
Airport to address commercial airport capacity shortfallsin the San Diego Region.

Thereisaneed to ensurethat appropriate attention is given to new and emer ging issues
and related activities.

The CASP Policy Element attempts to comprehensively identify new or emerging issues and
to recommend appropriate actions to address the issues. One example in the current Policy
Element update is the addition of a policy to guide activities of the Space Office, a recent
addition to the Division of Aeronautics. The new Space and Technology Policy recognizes
the importance of considering increasingly routine commercial space launch and recovery
activities as an essential mode of the transportation system in the CASP and in other
intermodal planning, including the California Transportation Plan update.  While
responsibilities of the Division of Aeronautics continue to increase, resources have
remained constant.

Funding Considerations: [See Attachment 2]

Existing State Funding:

Annual revenue deposited in the State Aeronautics Account is approximately $8 million.
The Aeronautics Account is the sole state source of funding for Caltrans Division of



Aeronautics and the programs it administers. The revenue sources are an 18 cents per gallon
motor vehicle fuel tax on general aviation gasoline, and a 2 cents per gallon tax on general
aviation jet fuel. Air carrier and military aircraft and aviation manufacturing are exempt
from the 2 cents per gallon jet fuel tax.

The Caltrans Divison of Aeronautics administers four financial assistance programs
primarily for general aviation projects. Annual Grants of $10,000/year are available for
capital improvements as well as maintenance and operation costs at general aviation public-
use airports. Reliever and commercial service airports are not eligible for this grant. AIP
Matching funds match every eligible Federal AIP grant. Commercial service airports are
not eligible but reliever airports are.  Acquisition and Development Grants are selected
from the state’s Capital Improvement Program (CIP). Projects at all publicly owned airports
are eligible, and grants are limited to $500,000 per project. The Cdifornia Airport Loan
Program issues loans to airports for construction and acquisition projects that benefit general
aviation uses at airports and improve financial self-sufficiency. All airports that are owned
by aqualified public agency are eigible for these loan funds.

Aviation Funding Sour ces:

Nearly $215 million in state and local taxes is collected from the aviation industry
annually and only about $8 million (3.25%) is directed to address aviation needs.
Additional revenues generated by aviation but not going to the Aeronautics Account are as
follows. salestax on jet fuel of approximately $168 million (deposited in the state and local
general funds); sales tax on general aviation aircraft of approximately $10 million
(deposited in the state and local general funds); and property tax on general aviation
assessed valuation of approximately $30 million (deposited in local general funds and local
school districts).

It appears the aviation industry currently contributes sufficient tax revenues that, if some

portion were to be properly distributed, could be used to strengthen Caltrans role in
aviation and address critical aviation needs of infrastructure improvements to enhance
capacity, mobility and goods movement in a safer, more effective and more efficient
transportation system.
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ATTACHMENT 1

FUNDS AVAILABLE FOR AIRPORT IMPROVEMENTS (Million $)
(GA and Reliever Airport Annual Needs-$75 Million)**

1.5

35.5

38.0*

O State funds available FAA funds available OFunding gap

*FAA Airport Improvement Program (Fiscal Y ear 2000)

** Caltrans Aeronautics Capital Improvement Program (July 1999)



ATTACHMENT 2

Aviation Revenue Sources
from State Excise & Sales Taxes

Tax Revenue Sources, Calendar Year 1999

Estimated Excise Taxes Caltrans Aeronautics'

Activities

Aviation Gasoline

@ 18¢ per gallon _ -
= $6 million Aeronautics State Operations
Account (Caltrans)

in the State
Transportion Fund
. Local Assistance
GA Jet Fuel $8 million '( (AirportGrantS)>
@ 2¢ per gallon
= $2 million

Estimated Sales/Use Taxes (@ 5.0%)

[This excludes the local portions of the tax which are equivalent to 2.92%)]

Jet Fuel Used by
Airlines
$90 million

Jet Fuel Used by / State General Fund

General Aviation
$10 million / $106 million

Sale of Aircraft
$6 million

The Division of Aeronautics has several,minor non-tax revenue sources that do not appear in this chart.

"GA" General aviation is all aviation except for the military and scheduled airlines (including cargo).

Excise tax figures are based on monthly Board of Equalization (BOE) reports of distributed gallons.

The jet-fuel sales tax estimates are based on federal DOE reports on gallons sold, BOE reports on
tax-exempt fuels and GA jet fuel gallons, and Caltrans' estimate of average retail fuel prices.

"Sale of Aircraft" is from BOE and includes taxable repair services and sale of aircraft parts. Nearly all
of this sales activity involves only GA.

For year 2001, the "state" sales tax rate declined to 4.75%, but the price of jet fuel is much higher than 1999.

March 2001



