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£xci80 tn~es collected on motor vehicle fuels aredeposited in the Motor Vehicle l~cl AcCClUlll 
(MVFA) In thrc1'ransportat.Jon Tu Fund. These re.vem~es are transfurred ffom the MVFAlu 
otncr fun(\~ and nec:oun1s aceording to statute.. 

Statute all~ws requests to 'be made foy refunds of'fuel taxes oollected on fuel usage, When that 
usage Ia fur off-highway purposes,. However, not all allowable refundS Me requestM.. Rev<X~ue 
and 1'1lxalion Code se.:ltion 8352.5 nqtiires fuel taxes attributable to unolaimed, refuodnble, 
agncl.lltliJ'Ill g&Sob.ne used off-~gbway to be transferred to theDepUirnenl Of Food aru:J 
Agriculture Fund (Agriculture Fund) from the MVF A. A biennial repon tQ the l..egisln~ 
rega~ding the transfer isal.so required. 

, 

INTRODUCTION 

Excise taxes colonlected on motor vehicle fuels are deposited in the Motor Vehicle Fuel Account 
(MVFA) in the Transportation Tax Fund, These revenues are transferred from the MVFA to 
other funds andaccounts according to statute. 

Statute allows requests to be made for refunds of fuel taxes collected on fuel usage, when that 
usage is for off- highway purposes. However, not all allowable refunds are requested. Revenue 
and Taxation Code section 8352,5 requires fuel Taxes attributable to unclaimed, refundable, 
agricultural gasoline used off-highway to be transferred to the Department of Food and 
Agriculture Fund (Agriculture Fund) from the MVFA. A biennial report to the Legislature 
regarding the transfer is also required 

This document is prepared in cooperation with the California Department of Food and 
Agriculture (CDFA) and reports the estimated annual transfer of fuel tax funds from the MV FA 
to the Agriculture Fund for fiscal year (FY) 2009-10 and FY 2010-11. The Agriculture Fund, 
which is administered by the CDFA, is used forpurposes such as the Emergency Eradication 
Fund and reimbursements to various county agricultural programs. 

HISTORY 

In1970, legislation required that unclaimed refundable agricultural tgas axes be transferred from 
the MVFA to the Agriculture Fund. As a result, a study was commissioned to develop a transfer 
formula methodology. 

The study, which was conducted by the consulting firm of Peat, Marwick, Mitchell and 
Company, illustrated various methods that could be used in calculating the unrefunded amount 
Two of these methods were recommended to he used in conjunction with each other, The 
methods incorporated farm sector income tax information from the California Stale Franchise 
Tax Board (FTB), refund data from the California State Controller’s Office (SCO), and fuel 
energy information from the United States Agricultural Census specific to the State of California 
An expansion factor was applied to the average of the two methods to account for agricultural 
sectors other than farms 

In November 1986, FTB notified the California Department ofTransportation (Department) that 
farm tax information would no longer be available due to reporting changes on the 1984 federal 
income tax forms. The changes eliminated several line items that FTB had used compile total 
farm fuel expenditure information. 



 

              
            

               
           

  

 

 
 

 

 
 

 

 
 

                 
            

                 
            

                 
               

              
     

             
              

              
          
            

                
  

!'.eties of meetings wa; conducted betwem the Dep«rtmenl and CDFA 10 dcveJop 11111 
abe:mative means of detmnioingan l!pproprl;!te 1J1111Bfa ,..{untlaimed rtfu.utb I'be ntcelllll&ll 
resulted in a Memorandum ofUnde!standlng whcr~~ bolll d~ts ugrood to tnuufer 
Q56 percent of the MVFA gasoline taX r*IPIS reported ill tbe proJ»sod Govcmtlt'S Oudgot fot 
lite 19&7-88 and l988-891ra11Sfers, This method wu developed based on past t.nln!faemnunt~ 
as a percentage oftolal net gas reeeipl8, This served as no trtrerim methocJ nntllthc Oqtotrrnc:t~l 
nnd CDFAcompleled investig~~tivestudiesto supplant l.lus farm data fonnerly supplial by FTB. 

The Dt'partment and CDFA joinUy developed a revised methodoiO!;Y snrtilar to onut thc 
methods Illustrated in the Peat, Marwrck, Mitchell !ll'ld Compnny t"W(ln, A 19S7 United St11tea 
Gener.sl AC!COunting Office horticultural srudy estimated the horticulruhll produefb In use1 aod th.& 
average fuel consumption ofthe various lllllchines. This COilS\Jmptlon dntn Wll$ CQrtlbinC(I wllh 
the most current data on borticultutal machinery shipments during tlte laSt live )'Cllllt llild u5t~d lu 
a calculation tbat deterntincd the amount ofUIIJ'efunded agricul\lJl'nl fuel !llllC$ ro be ti"'IAAferrcd 
toCDFA 

Prior to 2002, reports to the Leglslnture Wled the avemge ret.a11 rnice for gttSQiine provided by tho 
State Board ofEqualization. However, th&CoHfomln Enotgy Commlsslou f<."J))ncd thai fam1ct8 
typicaUy purchase gasoline fromjohber~ (distributors) and pay ll.l'owcr pri~ (u~unlly 3 to 6 omt:; 
overwholesale). For that reason, Ule 2002 11verag¢ urtbrand~d wbol~tlc prJ~ for ga.sotine 
($1-40)1, plus the high-end rate for delivery to lhe fllml of an ndditionnl 6 ccml$, WI.IS belng 
applied to the calculation tn place of the: rerail price fot gasob'no. Addlllonal dot&Itt tbc refimd 
calculation included current SCO farm tax refund illfonnution and thl! Cnli fomilt ~hure CJf mot·or 
ft1els-sold in the United States. 

The Cens!J.S on Agricullllte farm fuel expenditure data fot Cabfomla btl$ 1fi~IHOMI1y orov1clt:d 
the retail gusoline expenditure figure applied to <he transfer culculo.tion. Be&inning with the 2002 
Ce(IS\json Agricultur~ which was rclensod in February 2004, I be UnJtcd Srittcs Oc:J)&ftmcnt of 
Agriculture (USDA) no longer co1npiles this information, Totlllugri<:ultw·e g~olinu 
eXpenditures were estimated by multipl}'irlg tho cotnlllgnouH~gnsohl\c: e~peodlturC8 fbr 
California in 19972, by the perct:nt incroasl' in the uvm~g«~ price o!~oline in Ca!Hilmi11 &om 
1997 to '2005J. 

NEW METHODOLOGY 

Beginning wrth the2009 Repo11. uMw mdlaudolo~ 13 'b<!tng implcnCiltcd to detCilllin"srnult 
.horticulturegallonage. Previcmsly, dotJI W1l$ v thered fiom V~OU' $0UTilet includmg lhe 1981 
US Genem1 AccoUil.ling Office. 1999 S!lllistical Ab~tta.;Lo(thr United States, ~d Gvc yean~of 
JJOrticuJturc equipment dnt11 from the Ouidoor Power P,quip1neut Institute (OP.£!1) were IUOC!. 

' 21»1 Estlmal:d Un6r4llded ~It>J'tb {(1( GD0111l4, C6lllllmi61?nuar:Y Comm.u:lr.loe 
3 t.m USDA ~ 011 ACJ1<1ll.lllln 
'futo~ Yeat~ 1\vtQI.:- CaJlfomla GMnlulr l'n-. 01\hfOJ'IIJo I'IJII!TI)' CommlP•ooJ 

A series of meetings was conducted between the Department and CDFA to develop an 
alternative means of determining an appropriate transfer of unclaimed refunds. The meetings 
resulted in a Memorandum of Understanding where both departments agreed to transfer 
0.56 percent of the MVFA gasoline tax receipts reported in the proposed Governor's Budget for 
the 1987-88 and 1988-89 transfers. This method was developed based on past transfer amounts 
as a percentage oftotal net gas receipts. This served as an interim method until the Department 
and CDFA completed investigative studies to supplant the farm data formerly supplied by FTB. 

The Department and CDFA jointly developed a revised methodology similar to one of the 
methods illustrated in the Peat, Marwick, Mitchell and Company report. A 1987 United States 
GeneralAccounting Office horticultural study estimated the horticultural products in use, and the 
average fuel consumption of the various machines. This consumption data was combined with 
the most current data on horticultural machinery shipments during the last five years and used in 
a calculation that determined the amount of unrefunded agricultural fuel taxes to be transferred 
to CDFA 

Prior to 2002, reports to the Legislature used the average retail price for gasoline provided by the 
State Board of Equalization. However, the California Energy Commission reported that farmers 
typically purchase gasoline from jobbers ( distributors) and pay a lower price (usually J to 6 cents 
over wholesale). For that reason, the 2002 average unbranded wholesale price for gasoline 
($ 1.40)1 , plus the high-end rate for delivery to the farm of an additional 6 cents, was being 
applied to the calculation in place of the retail price for gasoline Additional data in the refund
calculation included current SCO farm tax refund information and the California share of motor 
fuels sold in the United States 

The Census on Agriculture farm fuel expenditure data for California has traditionally provided 
the retail gasoline expenditure figure applied to the transfer calculation, Beginning with the 2002 
Census on Agriculture, which was released in February 2004, the United States Department of 
Agriculture (USDA) no longer compiles this information, Total agriculture gasoline 
expenditures were estimated by multiplying the total Agriculture gasoline expenditures for 
California in 19972, by the percent increase in the average price of gasoline in California from 
1997 to 20053 

NEW METHODOLOGY 

Beginning with the 2009 Report, a now methodology is being implemented to determine small 
horticulture gallonage . Previously, data was gathered from various source including the 1987 
US General Accounting Office, 1999 Statistical Abstract of the United Slates, and five yean of 
horticulture equipment data from the Outdoor Power Equipment Institute (OPEI) were used. 

1 2004 Estimated Unbranded Wholesale Price for Gasoline, California Energy Commission
2 1997 USDA Census on Agriculture 
3 Historical Yearly Average California Gasoline Prices, California Energy Commission 

Page 2 



However,  OP El  informed  the  CDFA  they  will  no  longer  be  able  to  provide  the  horticulture  data  
in place of the  OPEI data,  CDFA has  substituted  the newly developed.CARB OFFROAD  data 
model. The  model  was  developed  using  data  compiled  from  DMV  registrations,  equipment  
population  data,  sales  data,  and  statistical  surveys  to  calculate  the  gasoline  consumption.  
Previous  information  was  based  on  nation wide  data  which  then  assumed  an  allocation  of  
approximately  10% to  California . CARB  also  realized  that  the  previous  method  was  
significantly  undercounting  horticulture  usage  for  California  The  CARB  model  is  California  
specific  and  therefore,  provides  more  accurate  data  than  the  method  previously  used  to  calculate  
horticulture gallonage. 

Since  no  changes  arc  anticipated  in  the  gasoline  excise  tax  rate,  and  the  data  used  is  from  the  
most  current   resources  available,  the  transfer  to  be  made  is  $38,  167,476  for  FY  2009-10  The 
FY  2010-11  transfer  will  be  $38,170,976  (see  Table  A  ).  The  FY  2009-10  transfers  includes  a  
deduction  of  $3,500  for  the  Department’s  administrative,  clerical,  and  reproduction  costs  in  
calculating  the  transfers  and  preparing  (he  report.  These  costs  are  withheld,  per  Revenue  and  
taxation  Code section  §3 5 2.9 

It  no  change  in  the  gasoline  excise  tax  rale  occurs,  this  methodology  determines  the  appropriate  
transfer  amount  to  be  made  in  the  current  and  subsequent  fiscal  year. 

CONCLUSION 

The  Department  and  the  CDFA  Will  continue to  use  this  methodology  for  future  Agriculture  
Fund  transfers.  It  should  be  noted  that  this  methodology  would  cause  the  transfer  amount  to  
fluctuate  as  gas  prices  rise  and  fall. The  current  data  has  been  implemented  to  calculate  the  FY  
2009-10  and  FY  2010-11  transfer amount.  In  the  event  updated  data  becomes  available  that  
alters the  transfer  amount   a  subsequent  report  will  be  provided  to  account  for  the  increase  or  
decrease 

The  Department  will  request  that  the  SCO  transfer  $38,167,476  for  FY  2009-10  and  $38,170,976  
for  FY  2010-11  from  the  MVFA  to  the  Agriculture  Fund.  The  transfers  are  to  be  made  during  
the  second  quarter  of  each  fiscal  year. 



(6)  Current  gasoline  excise  tax rate  of  $0.18  cents  per gallon

 

  
   

     

   
    
 
  
    
   
      
  
     
   
   

   

         
        

          
        

        
    

        
    

      
           
         

         
          

           
            

              
        

 
         

 

Table A 

AGRICULTURAL FUND 
TRANSFER FORMULA METHODOLOGY 

-for FiscalYears 2009 -10 and 2010-11 

2009-10 
Calculation 

Total agricultural gas  expenditures (1) $581,406,597 
(2) $2.44 

238,281,392 
(3) 2,980,579 

235.300.813 
(4) 51,200% 

(/) Average price per gallon 
(=) Total agricultural gasoline gallons 
(-) Gallons refunded 
(=) Uncialmed eligible gasoline gallonage 
(x) % Used off-highway 
(=) Eligible refundable gasoline, gallons for farms 120,474.016 

(5) 91,586,959 
212,060,975 

(6) $0.16 

(+) Small horticultural gallonage 
(=) Tolal eligible refundable agricultural gasoline gallonage 
(x) Gross refund rale 
(=) unclaimed gas tax $38,170,976 

(-) Administrative costs _______ $3.500 
$38,167,476 

References: 
( 1) Using the CA Energy Commission report for unbranded

gasoline prices, the cost of gasoline increased 11% over 
the period of July 2,2007 through June 20, 2009 The 
average wholesale price per gallon was 2.44 in 
comparison to the $2.19 used in the previous calculation. 
$523,789,727 X 111% = $581,406,597 

(2) California Energy Commission 2008 Annual Average Weekly Unbranded 
WholesalerGasoline Price + $0.06

(3) Staris Controller Farm Refunded Gallons 2007-2008. 
(4) Peat, Marwick, Mitchell& Co. Report on Unrefunded Gasoline for Agriculture 
(5) Used California Air Resources Board (CARB) OFFROAD Model Reflects 
equipment gasoline consumption for 2007 horticultural category of equipment only. 
(Note; Previously used 1987 US General Accounting Office,1999 
Statistical Abstract of the Untied Stales and Five Years of Horticulture 
Equipment Data from Outdoor Power Equipment Institute(OPEl),Thay no longer 
Provide this data. No other sources for this data are known, therefore we are 
substituting the CARB OFFROAD data tor horticultural equipment 
gasoline consumption.) 

2010- 11  
Calculation 

$581,406,597 
$2.44 

238,281,392 
2.980,579 

236.300,813 
51.200% 

120,474,016 
91,586,959 

212,060,975 
$0.18 

$38,170,976 
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