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Road Use Tax Fund Overview
ISSUE
Approximately $700 million is collected annually and distributed through the Road Use Tax
Fund (RUTF). These funds are primarily used for the construction and maintenance of
highways. However, there is a growing concern that RUTF dollars are increasingly being used
to fund programs and projects not related to the construction, maintenance or administration
of highways. This Issue Review is intended to provide background information on how the
RUTF operates and the types of programs funded.
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Departments of Transportation
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City and county governments

The RUTF is comprised of revenues originating from various sources. The major sources
include: taxes on fuels; fees collected on vehicle registrations, titles and driver licenses; and
use tax collected on motor vehicle purchases and related equipment. 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.
However, the use tax on motor vehicles and equipment is exempt from this constitutional
mandate.
All revenues deposited in the RUTF 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 RUTF revenues are
distributed through the formula, various allocations and appropriations are made from the
Fund for programs, equipment purchases, and departments' operations (referred to as "offthe-top" allocations).
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CURRENT SITUATION
Table 1 shows the various revenues deposited to the RUTF (See Attachment A). Approximately
46% of revenues are derived from fuel taxes, 34% from vehicle registration and title fees, 15% from
use tax on motor vehicle sales, and 5% from other sources (See Chart 1). Prior to the use tax
revenue being deposited into the Fund, various programs and projects are funded which reduces
the amount of revenue deposited into the Fund.
Table 2 shows the total distribution by component. In this table 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% formula distribution for the Farm-to- Market Road Fund (Item No. 3 on Table 4). In FY 1993,
44% of the revenue was deposited into the Primary Road Fund, 21 % into the Secondary Road
Fund, 7% to the Farm-to-Market Road Fund, 16% to the Municipal Road Fund, 1 % to the
Revitalize Iowa's Sound Economy (RISE) Fund, and 1 1 % was distributed as "off-the-top"
allocations for other individual programs and projects (See Chart 2).
Table 3 shows the various "off-the-top" allocations made from the Fund. Several "off-the-tops" are
deposited directly into one of the four road funds. These "off-the-tops" have 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-tops" are subtracted from the receipts.
Table 4 shows the distribution of the net RUTF 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.
BUDGETARY ASSUMPTIONS
The following is a list of assumptions that were made in projecting the Road Use Tax Fund to FY
1998.
•

Overall revenue to the Road Use Tax Fund will increase 5.5% over the next 5 years.
Fuel Tax revenue will grow by 3.7% and registration and title fees will increase 14.5% by
FY 1998.

•

Twenty percent of the motor vehicle use tax will continue to be deposited into the GAAP
Deficit Reduction Fund.

•

The Department of Public Safety will continue to receive appropriations from the Use
Tax to fund Pari-Mutuel Law Enforcement and maintenance of the Automated
Fingerprint Identification System (AFIS).

•

Funding of an ethanol program from Use Tax revenues will cost an estimated $4.0
million per year for 5 years beginning in FY 1994.

•

The appropriation to the Department of Inspections and Appeals will increase 4.0% per
year.

•

Operations for the State Patrol and the Department of Transportation will increase 4.0%
per year over the next 5 years.

STAFF CONTACT: David Reynolds (Ext. 1 6934))
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Chart 1
FY 1 9 9 3 Road Use Tax Fund Revenue
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Chart 2
FY 1 9 9 3 Road Use Tax Fund Allocations
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