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2009-10 BUDGET UPDATE

On February 20, 2009, Governor Schwarzenegger signed the 2009-10 Budget Act and approved
mid-year changes to the 2008-09 Budget to address the projected $42 billion budget deficit through
June 30, 2010. Attached is a summary of the 2009-10 Budget and mid-year changes to the 2008-09
Budget.

The 2009-10 Budget authorizes $12.8 billion in expenditures for the Department of Transportation
(Department)—a $1.4 billion reduction from the adjusted 2008-09 budget as a result of lower
Proposition 1B expenditures and lower revenues. This budget fully funds the 2009-10 Proposition
42 Transfer and includes several provisions to facilitate economic stimulus, including authority for
design-build and public-private partnerships, as well as environmental relief. Although $3.1 billion
in Department administered Proposition 1B appropriations were authorized in the Budget, these
appropriations will be dependent upon the ability of the State issue bonds.

Changes to the 2008-09 Budget were made to address the current State cash crisis and resulted in
current year reductions to transit and highway funding.

Although the 2009-10 Budget was nearly signed four months earlier than required, a May Revision
is expected with the Spring hearings to consider proposals affected by the State cash crisis. At that

time, the Department will evaluate and report back to the California Transportation Commission
any changes to the 2009-10 Budget.
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California Department of Transportation
Summary of 2009-10 Budget Act
and Changes to the 2008-09 Budget

On February 20, 2009, Governor Schwarzenegger approved mid-year 2008-09 Budget Act changes and
signed the 2009-10 Budget Act in order to address the projected $42 billion General Fund (GF) shortfall
through June 30, 2010, and to keep the GF solvent. Although the 2009-10 Budget was nearly signed four
months earlier than required, a May Revise is expected with Spring hearings to consider proposals affected
by the State cash crisis.

Changes to the 2008-09 Budget resulted in reductions to transit and highway. The 2009-10 Budget
authorizes $12.8 billion in expenditures for the Department of Transportation (Department). This includes
$3.1 billion in Department administered Proposition 1B appropriations. The 2009-10 Budget is $1.4 billion
less than the adjusted 2008-09 budget as a result of lower Proposition 1B expenditures, and lower revenues.

Changes in Budget Category Expenditures

($ in millions)
CY BY
Adjusted Proposed %
Category 2008-09 2009-10**  Change
State Operations $ 4261 $ 4216 -1.1%
Capital Outlay 7,290 6,234 -14.5%
Local Assistance 2,682 2,381 -11.2%
Total $ 14,233 $ 12831 -9.9%
Personnel Years 22,136 22,186 0.2%

** The 2009-10 State Operations and Personnel Years totals may be subject to future revisions from the May Revise.

Proposition 42

e The budget fully funds the 2009-10 Proposition 42 transfer of $1.483 billion, reflecting a proposed
temporary increase to sales tax of 1.0 percent. This increase will last for only two years, but may
extend another year if voters approve a permanent spending cap in a May 2009 special election.
The 2009-10 Proposition 42 transfer would provide $593 million for the State Transportation
Improvement Program (STIP), $593 million to local streets and roads, and $297 million to the
Public Transportation Account (PTA). The budget also includes the Proposition 1A annual loan
repayment of $83 million to the Traffic Congestion Relief Fund (TCRF) for partial repayment of
Proposition 42 debt.

Tribal Gaming Revenues
e The budget will retain $100 million of Tribal Gaming revenues originally slated to repay
Pre-Proposition 42 debt for GF relief in both 2008-09 and 2009-10. This would impact the State
Highway Operation and Protection Program (SHOPP) funding by $100 million in 2008-09, and
$32 million in 2009-10. TCRF funding would also be impacted by $68 million in 2009-10.
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Pooled Money Investment Account (PMIA) issues
e Although the budget contains appropriations for Proposition 1B in 2009-10, the Pooled Money
Investment Board (PMIB) halted about 2,000 infrastructure projects through June 2009. The PMIB
made this decision due to a struggling bond market and the impact of the State’s fiscal emergency.

e The Proposed 2009-10 Governor’s Budget included a State economic stimulus that authorized a
Proposition 1B increase of $800 million in 2008-09 and $350 million in 2009-10 for transit, and
$700 million for local roads in 2008-09 (funds must be spent by December 31, 2009). Although
these items were dropped from the enacted 2009-10 Budget, this may be a revisited topic if the
PMIB can re-enter the bond market.

State Transit Assistance (STA) and the PTA

e The budget reduces STA funding to $153 million in 2008-09, and eliminates the STA transfer in
2009-10. These resources will instead be used to fund the Department of Education’s Home-to-
School program. Beginning in 2009-10, all spillover revenues will be diverted to the Mass
Transportation Fund.

e As a result of the temporary sales tax increase, the PTA will receive additional funding from
Proposition 42 transfers and diesel sales tax revenues. However, this increase will likely be used
to fund non-traditional PTA expenditures and will not increase project capacity.

e The 2009-10 Budget Act provides funding for PTA projects programmed in the STIP for
2009-10.

State Economic Stimulus
e The budget includes the following State economic stimuli:

O Relief from State environmental laws and permit process time for a small group of
transportation projects that may be awarded before January 1, 2012;

0 An expansion of authority for the Department to use design-build contracting to accelerate
10 state highway system and five local system projects through December 31, 2014;

0 Unlimited authority for the Department to enter into public-private partnerships through
December 31, 2016, and

0 Settlement of litigation on the U.S. Highway 50 and Caldecott Tunnel projects allowing a
combined $600 million in programming to move forward.

Local Payments Delayed
o Due to the length of budget negotiations, the State Controller’s Office delayed the following
transfers to cities and counties:
0 January 2009 through March 2009 Highway Users Tax Account revenue apportionments
until May 2009, and
0 Second quarter (October 2008 through December 2008) Proposition 42 transfer. The
payment is in process now, though it is typically distributed in January.

Federal Economic Stimulus

e On February 17, 2009, the Federal government passed the American Recovery and Reinvestment
Act of 2009 (ARRA). The ARRA includes $26.8 billion in Federal highway and local streets and
roads funding, and $7.5 billion for Federal transit. From this amount, California receives $2.6

billion in state highway and local streets and roads funding, and $1.1 billion for regional transit.
0 The ARRA is not included in the 2008-09 or 2009-10 Budget Acts, but the Department
is preparing the changes necessary to implement the Act for submittal in the May Revise.
0 The Department proposes to allocate about $1.6 billion (62.5 percent) for regional
projects while retaining approximately $970 million (37.5 percent) for state highway

system projects.
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	 The budget includes the following State economic stimuli: 
	o Relief from State environmental laws and permit process time for a small group of transportation projects that may be awarded before January 1, 2012;
	o An expansion of authority for the Department to use design-build contracting to accelerate 10 state highway system and five local system projects through December 31, 2014;
	o Unlimited authority for the Department to enter into public-private partnerships through December 31, 2016, and
	o Settlement of litigation on the U.S. Highway 50 and Caldecott Tunnel projects allowing a combined $600 million in programming to move forward.




