
 

 

 
 

STAFF REPORT 
 
 
SUBJECT: Proposition 1B Local Streets and Roads Account   
 
MEETING DATE: December 18, 2008 AGENDA ITEM:  7 
 
RECOMMENDATION: Receive information on remaining allocations from the 

Proposition 1B Local Streets and Roads Account and 
discuss Governor’s proposed Economic Stimulus package. 

 
STAFF CONTACT: Sarkes Khachek 
 
SUMMARY: 
 
The California Department of Finance has announced the availability of FY 08/09 
funding for Streets and Roads projects as part of the Proposition 1B Local Streets and 
Roads (LSR) funding program.  This program was created as a result of the passage of 
Proposition 1B in November 2006 to provide funding to cities and counties for local road 
maintenance.  For FY 08/09, the 2008 Budget Act appropriated $63 million available to 
counties by formula allocations and $187 million to cities available on a first-come, first-
served basis. 
 
The Proposition 1B Local Streets and Roads account is currently included in a proposed 
economic stimulus package being discussed by Governor Schwarzenegger.  The 
proposed economic stimulus package would accelerate all remaining $700 million in the 
Proposition LSR Account for both cities and counties that have yet to be appropriated.  
Cities and counties would have to agree to encumber the funds by December 31, 2009 
as part of the proposal.  Of the $700 million, $450 million remains available for counties 
and approximately $250 million for cities. 
 
DISCUSSION: 
 
The California Department of Finance distributed LSR application and funding 
information for Fiscal Year 2008/09 to cities and counties in November. 
 
For FY 08/09 allocations, the 2008 Budget Act appropriated $63 million available to 
counties by formula allocation and $187 million to cities available on a first come, first-
served basis. 
 
Some of the conditions of the attached eligibility criteria for FY 08/09 are: 
 

- A city or city and county shall have received its full allocation for FY 2007/08 
- A city or city and county shall have submitted information as required in 

subdivision (c) of Section 8879.65 of the Government Code. 



 

 

- Funds from the FY 08/09 allocation will be used for projects that are not currently 
funded with a dedicated funding source or sources. 

- Funds shall be encumbered before July 1, 2009 
 

Local Agencies Must Submit List of Projects to be Funded  
Each city and county must submit to the Department of Finance (DOF) a list of projects 
expected to be funded with bond funds before an allocation is made.  The list of projects 
must include, at a minimum, the following: 
 

• A description and location of the proposed project 
• A proposed schedule for the project’s completion 
• The estimated useful life of the capital improvement 

 
All projects included on the project list submitted to DOF must also be included in a city, 
county, or city and county budget that has been adopted by the jurisdiction’s council or 
board at a regular public meeting.  Each fiscal year upon expending funds, a local 
agency must submit further documentation regarding project expenditures to the DOF.  
This documentation shall include, at a minimum, the following: 
 

• A description and location of each project 
• The amount of funds expended on the project 
• The completion date 
• The project’s estimated useful life 

 
Project expenditure reporting must occur on an annual basis at the end of each fiscal 
year until all bond funds are exhausted. 
 
Project Eligibility 
Language included in Proposition 1B is very broad in terms of eligibility of uses of the 
LSR funds.  Projects eligible within the Proposition 1B LSR Account include street and 
road maintenance, project design, environmental review, right-of-way, and landscape 
improvements within right-of-way. 
 
Allocations for cities in Santa Barbara County 
California cities received $550 million in FY 07/08 of the $1 billion made available in the 
LSR account.  Of the remaining $450 million, the FY 08/09 state budget includes a $187 
million appropriation for cities.  The FY 08/09 allocations are on the following page.  This 
appropriation is available on a first-come, first-served basis to cities that have already 
received their full allocation in FY 07/08 and still have a remaining balance.    
Jurisdictions that received their maximum allocation in FY 07/08 will not receive 
additional funding. 
 
In order for cities to be eligible for the funding in FY 08/09, they must meet the following 
criteria: 
 

1. Received full allocation for FY 07/08; 
2. Submitted a Prop. 1B LSR Annual Report to DOF for FY 07/08; 



 

 

3. Agreed to use the funds only for projects that do not currently have dedicated 
funding; 

4. Must commit the funds to projects before July 1, 2009; and 
5. Must certify that the unencumbered balance of their road fund is no more than 

three months of anticipated Highway User Tax Account (HUTA) and Prop. 42 
incomes.  If the unencumbered balance exceeds this amount, the city must have 
agreed to decrease the unencumbered balance be either of the following: 
a. An amount equivalent to the allocation received in FY 08/09, or 
b. Until the unencumbered balance is no more than three months of anticipated 

HUTA and Prop. 42 incomes. 
 
For cities that do not meet the criteria, they must wait until the legislature appropriates 
the remaining $263 million in the LSR account for cities. 

 
Proposition 1B LSR Allocations for cities in Santa Barbara County 

Jurisdiction FY 07/08 LSR 
Allocation 

Remaining Funds for 
08/09 (first come, first 

served) 

Total LSR funds 
by Jurisdiction 

Buellton $400,000 0 $400,000 
Carpinteria $400,000 $41,129 $441,129 
Goleta $485,247 $448,503 $933,750 
Guadalupe $400,000 0 $400,000 
Lompoc $675,783 $624,609 $1,300,392 
Santa Barbara $1,438,839 $1,329,883 $2,768,722 
Santa Maria $1,452,945 $1,342,921 $2,795,866 
Solvang $400,000 0 $400,000 
Total $5,652,814 $3,787,045 $9,439,859 
 
For the cities of Buellton, Guadalupe and Solvang, the FY 07/08 payment represents the 
maximum they will receive from Prop 1B and they will not receive any additional funding. 
 
Allocations for the County of Santa Barbara  
California counties received $400 million in FY 07/08 of the $1 billion made available in 
the LSR account.  For FY 08/09, counties were allocated $63 million of the remaining 
LSR funding available.  The County of Santa Barbara, by formula, will receive a 
$762,000 allocation.  The remaining LSR allocation available to the County of Santa 
Barbara is subject to future appropriations by the Legislature. 
 

Total Estimated LSR funds 
available to County 

FY 07/08 LSR 
Allocation 

Allocated 
Funds for FY 

08/09 
Total Estimated 
Remaining LSR 

$12,333,650 $5,993,845 $761,480 $5,578,325 
 
 
Governor’s Proposed Economic Stimulus Proposal 
Currently, there are discussions of developing an economic stimulus package by 
Governor Schwarzenegger’s Office to accelerate the delivery of transportation projects 
to help boost California’s economy.  Included in the economic stimulus package is a 



 

 

proposal to accelerate the approximately $700 million remaining in the Proposition 1B 
Local Streets and Roads account for both the cities and counties.  This proposed 
economic stimulus package would be subject to approval by the legislature. 
 
The Governor’s proposal includes $450 million for counties in addition to the $63 million 
appropriated in the FY 2008/09 State Budget.  For the cities, the remaining $263 million 
would be available to all cities and not subject to the ‘first come, first serve’ basis that the 
FY 08/09 appropriation or the $187 million is subject to.  As part of the proposal, cities 
and counties would have to agree to encumber the funds by December 31, 2009.  Thus 
cities and counties would need to have their proposed list of projects ready to give the 
State an idea of projects that would be funded if an economic stimulus proposal is 
passed.  
 
The tables below summarize the impact of the Governor’s proposal on the LSR account 
 

Proposition 1B Local Streets and Roads Summary for Counties 

  FY 07/08 
Allocation 

FY 07/08 
Supplemental 

Allocation 
FY 08/09 

Allocation 

FY 08/09 
Supplemental 

Allocation from 
Economic 
Stimulus 
Package 

Total Proposition 
1B funding for 

Local Streets and 
Roads (County 

Share) 

Prop. 1B LSR for 
Counties $400 million $87 million $63 million $450 million $1 billion 

 
Proposition 1B Local Streets and Roads Summary for Cities 

  

FY 07/08 
Allocation 

Remaining Allocation 
available on first-come, 
first-serve basis (only 

$187 million 
appropriated for cities 

for FY 08/09) 

Total Proposition 
1B funding for 
Local Streets 

and Roads (City 
Share) 

Total Proposition 1B LSR for Cities $550 million $450 million $1 billion 
 
As mentioned, the Governor’s proposed economic stimulus package would help 
accelerate the remaining funding in the Proposition 1B Local Streets and Roads 
account.  Cities and counties would have to agree to encumber the funds on projects by 
December 31, 2009 as part of the proposal. 
 
If you have any questions about the guidelines, North County agencies should call 
Sarkes Khachek and South County agencies should call Brittany Odermann. 
 
Attachment:  Eligibility Criteria for Cities for FY 2008/09 



Proposition 1B Local Streets and Roads 
Eligibility Criteria for Cities for FY 2008/09 

 
1.  Of the funds appropriated in this item, $187,000,000 is for allocation to cities or a city and 
county and $63,000,000 is for allocation to counties or a city and county. 
 
2.  The Controller shall allocate these funds to cities or a city and county, on a first-come, 
first-served basis, following notification from the Department of Finance that the city or city 
and county has submitted a complete plan for the expenditure of these funds, pursuant to 
subdivision (b) of Section 8879.65 of the Government Code. 
 
3.  For purposes of this item, the following conditions shall apply for cities or a city and 
county receiving funds: 
 

(a)  A city or city and county shall have received its full allocation for the 2007-08 
fiscal year. 

 
(b)  A city or city and county shall have submitted information for the 2007-08 fiscal 
year allocation as required in subdivision (c) of Section 8879.65 of the Government 
Code. 

 
(c)  A city or city and county shall agree that funds from the 2008-09 fiscal year 
allocation will be used for projects that are not currently fully funded with a dedicated 
funding source or sources. 

 
(d)  A city or city and county shall agree to encumber funds from the 2008-09 fiscal 
year allocation before July 1, 2009. 

 
(e)  A city or city and county shall report to the Department of Finance the total 
balance of unencumbered funds in the city's or city and county's existing account as 
described in subparagraphs (A) and (C) of paragraph (2) of subdivision (l) of Section 
8879.23 of the Government Code. 

 
(f)  A city or city and county shall certify that the total balance of unencumbered funds 
in the account as described in subparagraphs (A) and (C) of paragraph (2) of 
subdivision (l) of Section 8879.23 of the Government Code is no more than the sum 
balance of three months of anticipated income from the Highway Users Tax Account 
in the Transportation Tax Fund, as described in Sections 2104, 2105, 2106, 2107, 
and 2107.5 of the Streets and Highways Code, and from the Transportation 
Investment Fund, as described in Section 7104 of the Revenue and Taxation Code. If 
a city or city and county has an unencumbered balance that exceeds the sum 
balance of the three months of anticipated income from the Highway Users Tax 
Account in the Transportation Tax Fund and the Transportation Investment Fund, the 
city or city and county shall reduce its existing unencumbered road fund balance, 
before the next report submitted to the Controller pursuant to Section 2151 of the 
Streets and Highways Code, by either of the following: 

 
 (1)  By an amount equivalent to the allocation received under this subdivision. 
 



(2)  Until the unencumbered balance is no more than the sum balance of three 
months of anticipated income from the Highway Users Tax Account in the 
Transportation Tax Fund and the Transportation Investment Fund. 

 
(g)  For the purpose of this item, ""unencumbered'' means any portion of funding that 
is not designated, through prior approval by the city council, for use on the planning, 
review, design, or construction phase of a project currently underway at the time of 
the road fund report. 

 
4.  These funds shall be available for allocation by the Controller until June 30, 2011. 
 


