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______________________________________________________________________________ 

Objective 

This memo describes a State-funding program that could be eligible for funding from the 

Greenhouse Gas Reduction Fund. The objective is to provide an overview of the program, with a 

focus on how the investments can benefit “disadvantaged communities” as identified by the 

State. The Clean Up Green Up communities of Boyle Heights, Pacoima, and Wilmington are of 

particular focus. 

__________________________________________________________________________ 

Disclaimer  

Neither the University nor the Luskin School of Public Affairs and its Community Scholars 
program nor the Luskin Center for Innovation, either supports or disavows the findings of this 
memo. University affiliations are for identification only; the University is not responsible for the 
project. The author(s) is/are students in the Urban and Regional Planning Community Scholars 
course. 
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I. Program Overview 
The State Transit Assistance (STA) program is a secondary source of funding for the California 

Mills-Alquist-Deddeh Act also referred to as the Transportation Development Act (TDA) of 

1971. According to 2013-14 STA budget estimates, $872 million are dedicated for transportation 

planning and mass transit projects as determined by the State Legislature.1 Street and road 

improvements projects do not qualify to receive STA funding2.  

After having been eliminated in 2009, the STA funding program was reinstated as part of the 

original Gas Tax Swap Agreement of 2010. The “Tax Swap” law revised the funding mechanism 

of this program by lowering the sales tax of gasoline and recompensed this reduction with a raise 

in the sales tax on diesel fuel3. Similarly, the state excise tax rate for gasoline was increased 

while the exise tax rate for diesel fuel was decreased4. According to the Agreemnt, exise tax 

rates must be adjusted annually to ensure that tax revenues match what would have been 

generated, should there have been no change5.  

 
Funding Criteria 

Funding for the STA program derives from the statewide sales tax on diesel fuel6. The State 

Controller allocates these funds to RTPAs and Commissions based on the following formula: 

50% of funds are allocated according to population size and 50% according to operator revenues 

based on the prior fiscal year7. Operator revenues are derived from transit fares and funds used 

for operation. As mentioned, the uses of STA funds can solely be used for public transportation 

services as well as capital projects. Funding used for the financing of capital projects, can pay for 

the principal, interest and bonds8.  

 

                                                           
1 Sacramento Area Council of Governments.Transportation Development Act Guidelines. June 
2000.www.sacog.org. 
2 Ibis., p.6 
3 California State Board of Equalization. Fuel Tax Swap. www.boe.ca.gov.  
4 Ibis 
5 Ibis 
6 Sacramento Area Council of Governments.Transportation Development Act Guidelines. June 
2000.www.sacog.org. 
7 ibis., p.1 
8 Ibis. p.78 

http://www.boe.ca.gov/


Once receiving funding, RTPAs and Commissions can be set money aside for their own use. The 

Los Angeles County Transportation Commission has the ability to fund itself in order to create a 

public mass transit guide-way system9. Similarly, the Metropolitan Transportation Commission 

can disperse funds to itself in order to attain regional transit coordination10.  

 

In order to be eligible for STA funding, claimants must meet the following two ratio and 

performance requirements:11 

1. “The operator’s total operating cost per revenue vehicle hour in the latest year for which 

audited data are available does not exceed the sum of the preceding year’s total operating 

cost per revenue vehicle hour and an amount equal to the product of the percentage 

change in the State of California’s Consumer Price Index for the same period multiplied 

by the preceding year’s total operating cost per revenue vehicle hour.” 

2. The operator’s average total operating cost per revenue vehicle hour in the latest three 

years for which audited data are available does not exceed the sum of the average of the 

total operating cost per revenue vehicle hour in the three years preceding the latest year 

for which audited data are available and an amount equal to the product of the average 

percentage change in the Consumer Price Index for the same period multiplied by the 

average total operating cost per revenue vehicle hour in the same three years.” 

 

Once deemed eligible, funds can be used for the following12:  

• Transit operations  

• Contract payments for public transit services  

• Administrative and planning cost of contracted public transportation  

• Capital requirements of public transportation system  

• Rail service operations and capital improvements  

• Construction and maintenance of intermodal transportation facilities  

                                                           
9 Santa Barbara County Association of Governments. Transportation Development Act – State Transit Assistance 
Fund Claim Manual. 2013-2014. www.sbcag.org. 
10 Department of Transportation. Transportation Development Guidebook. 2013. www.dot.ca.gov. 
11 Sacramento Area Council of Governments.Transportation Development Act Guidelines. June 
2000.www.sacog.org.  
12 Santa Barbara County Association of Governments. Transportation Development Act – State Transit Assistance 
Fund Claim Manual. 2013-2014. www.sbcag.org 



II. Program Process 
Sales tax revenues are deposited into the Transportation Planning and Development Account of 

the State Transportation Fund in which the Legislator then appropriates to the State Controllers 

Office13. The State Controller allocates funds to the Regional Transportation Planning Agencies 

(RTPA), the five county transportation commissions, and the San Diego Metropolitan Transit 

Development Board (MTDB)14. Designated RTPAs and transportation commissions implement 

the TDA by processing and evaluating claims and monitoring the use of TDA funds15. Once all 

payments are received by the State, transit agencies and commissions can disperse funds to their 

local transit operators. On a statewide level, the California Department of Transportation 

(Caltrans) is responsible for overseeing the TDA and its funding programs. The following table 

summarizes the funding process: 

 
 
The following graphic depicts the key players involved in the STA program: 
 

 
Source: TDA Guidebook 
 
In the apportionment phase, the State Controller sends notification to the designated Regional 

Transportation Planning Agencies (RTPA) of their STA funding for the fiscal year. In the second 

phase, local transit agencies submit an STA claim to their corresponding RTPA. Claimant 

applications by individual transit operators are reviewed; however, funding is not received until 

all four quarters of funding have been received by the RTPA16. Local jurisdictions submit claims 

                                                           
13 Sacramento Area Council of Governments.Transportation Development Act Guidelines. www.sacog.org. 
14 Ibis., p.5 
15 Santa Barbara County Association of Governments. Transportation Development Act – State Transit Assistance 
Fund Claim Manual. 2013-2014. www.sbcag.org. 
16 Ibis. 

Apportionment Claim Allocation Payment 

Caltrans 

•Oversees STA funding and allocates funds to counties and cities 
•Reviews transit financial and performance audits 

RTPA/local 
gov. 

•Authorize funding for local transit agencies 
•Conduct unmet transit needs assessment 

Transit 
operators 

•Receive STA funding for transportation projects 



and corresponding documentation in order to receive payment17. In the final phase, the RTPA is 

responsible for reviewing requests and disburses payments to operators.  

In order to receive STA funding, individual transit operators must submit a claim on letterhead 

with supporting documentation to their respective RTPA. A claim essentially consists of 

providing a detailed operating expense report for expenses incurred that funding year and not the 

claim year18. Funding for capital projects can be accumulated throughout the years, which allows 

transit operators to undertake large capital projects. The following table from the Santa Barbara 

County Association of Governments illustrates how claims are processed.  

 

Source: Santa Barbara County of Governments 

 
                                                           
17 Santa Barbara County Association of Governments. Transportation Development Act – State Transit Assistance 
Fund Claim Manual. 2013-2014.www.sbcag.org 
18 Ibis. 



Participation from Disadvantaged Communities 
The Transportation Development Act (TDA) highly encourages and facilitates public 

participation. Within the TDA, Article 8 provides additional funding for counties with unmet 

transit needs. If the county is eligible for this funding, the county must establish a Social Services 

Transportation Advisory Council (SSTAC). The SSTAC facilitates public participation by 

seniors, the disabled, low-income, and transit dependent19. The SSTAC is not directly funded by 

STA program since funds are dedicated to transit purposes only. This includes operations, 

administration of services, construction and maintenance, and capital projects. Thus, the program 

itself does not promote equity nor adequately represent the needs of all disadvantaged transit 

riders. Although Social Service Transportation Advisory Councils strive to include 

disadvantaged groups, they are not a specific stipulation for receiving STA funds. The allocation 

of funds is solely based on population size and financial performance, which are not indicative of 

the transit needs of a community. This criteria does not consider factors that plague 

disadvantaged communities such as transit dependency, income level, air quality, vehicle miles 

traveled (VMTs), accessibility, etc. The use of STA funds are at the discretion of individual 

transit operators.  

 
III. Literature and Performance Review  

In 2009, the STA funding program was eliminated in which it was estimated that approximately 

$10 billion STA funds were illegally diverted from transit20. The 2010, STA funding was 

reinstated through the “Fuel Tax Swap” proposed and signed into law by former Govenor Arnold 

Schwarzenegger. Before the signing of this law, the STA program relied on annual budget 

apprpriation; now, it relies on the consumption of diesel fuel21. The new law created some 

backlash in which the former Govenor was critiqued for giving government the power to hijack 

transportation funds and divert it into the General Fund. The “Tax Swap” law further increased 

the STA program’s vulnerability by withdrawing millions from the fund, leaving transit agencies 

and comissions with little to disperse to local transit operators. Moreover, funding based on the 

consumption of diesel fuel leaves this program prone to fluctuations and impredictability.  

 
                                                           
19 Department of Transportation. Transportation Development Act Guidebook. 2013. www.dot.ca.gov.  
20 California Transit Association. Transit Funding Overview. www.caltransit.org 
21 Los Angeles County Metropolitan Transportation Authority. Metro Funding Sources Guide. 2012. 
www.media.metro.net 

http://www.dot.ca.gov/


Furthermore, critics feel funding shortages compromise the quality and level of transportation 

services available to communities. The government laudes itself for bringing down GHG 

emissions and continues to promote transit oriented development, however continues to hinder 

progress by diverting transportation funds elsewhere.  

 

Fiscal and Compliance Audits 

Transportation agencies and Commissions are subject to fiscal and compliance audits. A report 

of the audit must be submitted to the State Controllers office within 180 days after the end of the 

fiscal year. Certified public accountants must prove that all TDA requirements have been met. 

Audits do not however, check for how well transit agencies serve their communities, thus, 

performance metrics do not apply to the STA program. The STA is strictly funding based. Each 

fiscal year, those RTPAs and Commissions with the greatest population size and revenues 

receive the greatest amount of funding. The STA program alone does not create any social and/or 

environmental benefits; rather it simply provides economic assistance.  

 

It can be argued however; that there are indirect benefits from the STA. The transportation 

projects it funds can potentially benefit disadvantaged communities. Mass transit undoubtedly 

contributes to the reduction in Green House Gas (GHG) emissions, congestion and promotes 

community connectivity. Although disadvantaged communities do not receive direct financial 

benefits from the STA program, the transportation projects it funds may provide these 

communities with social benefits. Inversely, it can be argued that the same public transportation 

projects it funds could potentially cause gentrification and /or environmental impacts in 

communities.  

 
IV. Program Recommendations to Maximize Benefits for Disadvantaged Communities 

 
There are three primary factors that may affect the availability of STA funding. First, excise tax 

revenues on diesel fuel are the sole funding source of STA funds, thus, the amount of funding 

available is highly dependent on the sale of diesel fuel, which can vary from year to year.  

Secondly, population matters. Counties with a relatively higher population size receive a greater 

share of funding. County population size fluctuates year to year, which can directly affect the 

amount of STA funding available to them.  Lastly, transit operator revenues are a strong 



determinant in the allocation of STA funding. Revenues derived from transit fares also vary 

significantly and can affect the share of funding.  

 

As it stands, the STA program is strictly a funding source and does not consider the needs of 

disadvantaged communities. The following are recommendations that may improve this 

program: 

 

1. Revise allocation formula to include community needs. Clean Up Green Up communities 

are not the recipients of STA funding but rather the local transit authority that services their area. 

In the case of Boyle Heights, Pacoima and Wilmington, Metro is the transportation agency that 

provides transportation services to these communities. Once funds are allocated to individual 

transit operators, use of these funds is at their discretion. Thus, the allocation of this specific 

source of funding should be mindful of community needs, not population projections or operator 

revenue. Taking a needs-based approach to the distribution of funds will promote equity.   

Furthermore, eligible uses for STA funds should be prioritized by the state and aligned with 

goals of each county and transit operator.  

 

2. State legislation protecting STA funds. State budgetary policies may further impact the 

availability and allocation of funds. During the past 5 fiscal years, the California has diverted all 

STA funds to the General Fund in order to alleviate budgetary shortages. It was only in 2013-

2014 fiscal year did the state allow the funds to be used for its original purpose. Thus, legislation 

is required to protect funds from being hijacked from the government.The unpredictability of 

funding availability has occurred and will impact counties statewide in the long run. 

 

3. Priority funding for small transit operators. STA funding matters most to small operators 

yet they receive the least amount of funding. It is estimated that about 90% of funds are 

distributed to large transit operators such as the Los Angeles County Metropolitan Transporation 

Authority22. According to the Legislatives’s Analysis Office, STA funding only accounts for 3% 

                                                           
22 State Transit Assistance. www.lao.ca.gov 



of their operating revenues23. Thus, priority is not given to the smaller operators who’s service 

capacity is highly dependent on STA funding.  

 

4. Accountability of funds. Although audits on program compliance are conducted, it remains 

unclear exactly how much money is spent on individual projects. It is recommended that STA 

require funding to be tracked and keep operators accountable for the equitable distribution of 

these funds.  

                                                           
23 State Transit Assistance. www.lao.ca.gov 


