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SUBJECT: Proposed FY 2006-07 State Budget      
 
 
MEETING DATE: February 16, 2006  AGENDA ITEM:  12         
 
 
STAFF CONTACT: Jim Kemp  
 
 
RECOMMENDATION: 
 
Receive report on Governor’s proposed FY 2006/07 budget and Strategic Growth Plan 
 
 
SUMMARY: 
 
The Governor’s proposed FY 2006-07 budget provides substantial funding for transportation 
including full funding of Proposition 42 and early repayment of previous loans to the general 
fund.   Several proposals including the Governor’s Strategic Growth Plan and legislation 
introduced by legislative leaders would provide additional revenues for transportation and other 
infrastructure needs through general obligation bonds.  While there is agreement between the 
legislature and the administration that bonding is an appropriate way to expand, improve and 
repair the state’s infrastructure, there are significant differences in the programs that should be 
funded as well as the size, timing and structure of the bonds.   Staff has provided our state 
legislators with high priority projects with funding needs which could be nominated by them for 
inclusion in the bond measures that may go before state voters in future elections.  
 
DISCUSSION: 
 
On January 10, the Governor released his proposed budget for FY 2006-07.  The $125.6 million 
budget proposal provides generally good news for transportation.  As with the current year 
budget, the Governor is proposing to fully fund Proposition 42 (Proposition 42, which was 
approved by state voters in 2002 dedicates all state sales tax revenues from fuel sales to 
transportation purposes).  This provides $1.4 billion for transportation in 06/07.  In addition, the 
Governor is proposing an early repayment of nearly $920 million in Prop 42 revenues that were 
loaned to the general fund in 05/06 (the loan repayment was scheduled to occur in 07/08). 
Proposition 42 funds have been diverted to the general fund in two of the last three state 
budgets resulting in a loss of about $2.5 billion for transportation.    
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The Prop 42 funding in the proposed budget would provide over $700 million in revenues for the 
STIP.  In addition, $255 million would be distributed to cities and counties on a formula basis for 
local street and road maintenance.  Santa Barbara County and the cities in our region would 
receive an estimated $2 million in 06/07 if the budget proposal is adopted by the legislature.    
 
A summary of the FY 2006-07 can be found on the State Department of Finance Website at: 
ftp://ftpgovbud.dof.ca.gov/pub/BudgetSummary/FullBudgetSummary.pdf 
 
 
Strategic Growth Plan and Bond Proposals 
 
The Governor has also proposed a $222 billion 10-year Strategic Growth Plan to repair, expand 
and improve the state’s infrastructure.   The plan targets transportation, education, flood control 
and water supply, public safety and courts.  Approximately $107 billion of the SGP would go for 
transportation projects with revenues largely coming from existing sources such as Proposition 
42 and state and federal gas taxes.  The plan also proposes to leverage funding from local 
sources including local county sales tax measures and from public/private partnerships. 
 
$68 billion of the $222 would be derived from a series of general obligation bonds that would be 
placed on state ballots beginning in 2006 through 2014.  Included in these would be two $6.0 
billion G.O. bond measures proposed to be placed on the ballot in 2006 (June or November) 
and November 2008.    
 
The SGP includes a “Preliminary Working List of Proposed Transportation Projects” which 
identifies specific projects the administration proposes to fund from the bond revenues.   The list 
includes $80 million for widening 101 in Santa Barbara County.  The estimated cost from the 
101 in Motion study for widening 101 from Milpas to the Ventura County line is more than $400 
million.   
 
There seems to be general agreement between the legislature and the administration that the 
state needs to significantly increase investments in its infrastructure and that bonding is an 
appropriate mechanism to accomplish this.  It should be noted, however, that there are 
significant differences between the legislative leaders and the governor over the amount and 
timing of the bond measures and the programs that they would fund.  Legislative leaders in both 
the Senate and the Assembly have introduced legislation to implement bonding proposals: SB 
1024 (Perata) and AB 1783 (Nunez).  Several legislative committees have begun holding a 
series of hearings to discuss the various bond proposals and will be making recommendations 
to a conference committee that has been appointed to reach agreement on a legislative 
proposal. 
 
It is unclear at this time whether the bond measures will be project specific as proposed by the 
governor or will specify program funding levels and project selection processes.   After 
conferring with Chair Centeno, the attached letters were sent to Senators Maldonado and 
McClintock and Assemblymembers Blakeslee and Nava to assist our county’s legislators in 
identifying high priority projects that they could nominate for project specific bond measures. 
The projects included in the lists are consistent with the state's priorities for congestion relief, 
facilitating interregional movement of people and goods, capacity expansion, etc.  The projects 
are generally the same ones that SBCAG is funding in its RTIP adopted last month and/or they 
are included in the draft Measure D expenditure plan.  Copies of the letters were previously 
distributed to the boardmembers. 
 



 3

Other key provisions of the Governor’s SGP include: 
 

• A constitutional amendment to permanently “firewall” Prop 42 funds to prevent 
them from being diverted for non-transportation purposes in the future 

• Legislation to expand authority to implement project delivery improvements using 
design-build and design sequencing. 

• Capping G.O. bond debt service costs at 6% of general fund revenue levels  
 
A copy of the SGP can be found on the Governor’s website at: 
http://www.governor.ca.gov/govsite/pdf/press_release_2006/SGP_Overview.pdf 
 
The SGP Preliminary Working List of Proposed Transportation Projects can be found at: 
http://www.governor.ca.gov/govsite/pdf/press_release_2006/SGP_Projects.pdf 
 
 
COMMITTEE REVIEW: None 
 
  
 
Attachments: 
 
Letters to Assemblymembers Blakeslee and Nava and Senators Maldonado and McClintock 


























