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Road Use Tax Fund Update
ISSUE
Senate File 481, Transportation and Capitals Appropriations Bill, funded the State Patrol from
the “fifth penny” of the Motor Vehicle Use Tax in FY 1996. In prior years the State Patrol was
funded directly from the Road Use Tax Fund. Senate File 481 also established a mechanism
to fully fund the Patrol from the General Fund by FY 2000. These actions increased the
amount of funding available for road construction and maintenance over the next five years.
This Issue Review provides an update on the latest estimates and projections of the Road
Use Tax Fund and the fiscal effect of SF 481 on the Fund.
AFFECTED AGENCIES

R
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Department of Transportation (DOT)
State Highway Patrol
Local Governments
RELATED CODE SECTIONS

V

Chapter 312, Code of Iowa - Road Use Tax Fund

I

Section 80.41, Code of Iowa - Highway Safety Patrol Fund

E
W

Section 423.24, Code of Iowa - Motor Vehicle Use Tax

BACKGROUND
The Road Use Tax Fund is comprised of revenues from various sources. The major sources
include: taxes on fuels; fees collected on vehicle registrations, titles, and driver’s licenses;
and use tax collected from the sale of motor vehicles and related equipment.
Except for administrative costs, all vehicle registration fees, license fees, and motor vehicle
fuel taxes are constitutionally mandated to be spent exclusively for the construction,
maintenance, and supervision of the State's public highways (Section 8, Article VII,
Constitution of the State of Iowa). However, the use tax on motor vehicles and equipment is
exempt from this constitutional mandate.
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All revenues deposited in the Road Use Tax Fund are distributed by formula to the Primary,
Secondary, Farm-to-Market, and Municipal Road Funds which are used by State and local
jurisdictions for the construction and maintenance of roads. However, before the revenues are
distributed by formula, various allocations and appropriations are made from the Fund for
programs, equipment purchases, and departments' operations (referred to as "off-the-top"
allocations).
ACTUAL FY 1995 AND PROJECTED REVENUES AND ALLOCATIONS
The tables included in Attachment A illustrate the actual Road Use Tax Fund revenues and
allocations for FY 1995 and projections to FY 2000. The projections are based on the DOT’s
forecasts; however, minor adjustments were made which take into consideration different rates of
growth in State Patrol and DOT operational costs.
Table 1 shows the various revenues deposited in the Road Use Tax Fund. Of the total FY 1995
revenues, 44.9% were derived from fuel taxes, 33.6% from vehicle registration and title fees,
16.8% from use tax on motor vehicle sales, and 4.7% from other sources. Prior to the use tax
revenue being deposited into the Fund, various programs and projects are funded which reduce the
amount of revenue deposited into the Fund.
Table 2 shows the total distribution by component. All "off-the-top" allocations attributed to a
particular road fund are added to the formula allocation for that respective fund. For example, the
$1.5 million "off-the-top" allocation for farm-to-market roads (Item No. 2 on Table 3) is added to the
8.0% formula distribution for the Farm-to-Market Road Fund (Item No. 3 on Table 4). In FY 1995,
42.7% of the revenue was deposited into the Primary Road Fund, 21.1% into the Secondary Road
Fund, 6.7% to the Farm-to-Market Road Fund, 16.3% to the Municipal Road Fund, and 13.2% was
distributed as "off-the-top" allocations for other individual programs and projects.
Table 3 shows the various "off-the-top" allocations and appropriations made from the Fund.
Several "off-the-top" allocations are deposited directly into one of the four road funds, with the
name of the road fund in parentheses. This table also indicates the amount of revenue available
for distribution through the formula after the "off-the-top" allocations are subtracted from the
receipts.
Table 4 shows the distribution of the net Road Use Tax Fund revenues available through the
formula to the four road funds. Current law mandates that 47.5% of these revenues be deposited
into the Primary Road Fund, 24.5% to the Secondary Road Fund, 8.0% to the Farm-to-Market
Road Fund, and 20.0% to the Municipal Road Fund. (Section 312.2, Code of Iowa)
BUDGET IMPACT OF FUNDING STATE PATROL FROM THE USE TAX AND GENERAL FUND
From FY 1993 to FY 1995, 20.0% of the motor vehicle use tax (also referred to as the “fifth penny”)
was deposited into the GAAP Account to help eliminate the General Fund deficit. Beginning in FY
1996, the “fifth penny” will be used to fund the State Patrol and of the excess revenues, 50.0% is
dedicated for the State’s Commercial and Industrial Highway Network and 50.0% to the Road Use
Tax Fund. This will provide an estimated $38.0 million annually of additional revenue to the Road
Use Tax Fund.
In addition, the General Assembly enacted a provision that would appropriate $9.0 million from the
General Fund in FY 1997, $18.0 million in FY 1998, $27.0 million in FY 1999, and $36.0 million in
FY 2000, or as much as is necessary, to fully fund the State Patrol from the General Fund.
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This action, in conjunction with funding the State Patrol from the “fifth penny”, will provide an
estimated $307.8 million of new revenue to the Road Use Tax Fund over the next five years (see
Attachment B).
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