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Summary of Policy 
The Formula Allocation Procedure (FAP) 
is used to allocate countywide bus transit 
funds among the bus operators in Los 
Angeles County, as described in state 
law—§ 99285 (d) of the Public Utilities 
Code. The funds include State 
Transportation Assistance, Transportation 
Development Act, Federal  § 5307 
(formerly § 9) and Proposition A. 

The law states that calculation for the 
distribution of funds shall be based upon 
transit performance data for bus 
operations that covers the most recent year 
for which audited data is available.  Each 
of those operator’s shares shall be 
calculated as follows: 50% of the operator’s 
vehicle service miles and 50% of the 
operator’s passenger revenues divided by 
its base cash fare. 

The FAP controls the allocation of transit 
funds two fiscal years later, e.g., statistics 
of FY02 determine the percentage of the 
allocations in FY04.  Those percentages 
are applied to the revenue estimates for 
FY04.  Other funds allocated by the 
Board’s “fair share” policy also refer to 
these statistics. 

According to state law, if the Board 
chooses to change the FAP, at least ¾ of 
the directors must agree. 

Historical Perspective 
In December 1979 the Los Angeles 
County Transportation Commission 
(LACTC) adopted an allocation formula 
for state and federal transit subsidies for 
qualified transit operators, as required by 
state law.  The subsidies included 
Transportation Development Act funds, 
federal formula funds, § 9, available for 
transit subsidies, and State Transit 
Assistance funds distributed by formula.  

The formula was calculated as follows:  

¾ 50% weight to in-service revenue 
vehicle miles 

¾ 25% weight to passenger boardings 

¾ 25% weight to linked passenger trips 
(i.e., ridership other than transfers) 

Changes to the formula required the 
approval of at least eight Commissioners.  

In December 1986 the LACTC adopted a 
new formula that attempted to reward 
transit operators for efficiency.  The 
formula was changed to the following: 

¾ 50% weight on in-service revenue 
vehicle mileage  

¾ 50% weight on fare units (defined as 
total fare box revenue divided by the 
base fare) 

Since 1991, the Transit Operator Formula 
Funds Guidelines—Formula Allocation 
Procedure—require operators to receive 
funds from the Proposition A 
Discretionary Program, which includes a 
base share plus CPI each year, based on 
projected receipts.  

In September 1996, three years after the 
SCRTD/LACTC merger, the state 
legislature passed SB 1755, which is 
popularly referred to as the Calderon bill. 
The legislation ensures that each 
“included” and “eligible” municipal 
operator will not receive less than the 
proportional share of funds allocated 
during FY 1995.  To change the funding 
amounts, or the formula by which funding 
is determined, ¾ of the Board must agree.  
The funds that are subject to Calderon are 
Federal § 5307, State Transit Assistance, 
Transportation Development Act (Article 
4), Proposition A 40% Discretionary, the 
City of Commerce’s Zero-fare 
Compensation, which is funded with 
Proposition A Interest, and four programs 
funded with Proposition C 40% 
Discretionary (Foothill Transit Mitigation, 
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Transit Service Expansion, Discretionary 
Base Restructuring and the Bus System 
Improvement Plan).  The legislation 
affected municipal operators’ funding, 
including the agency’s, became effective 
with the 1996-97 fiscal year. 

Last Board Action 
March 27, 1996 – Formula Allocation 
Procedure 
 
The Board approved as amended, State 
Legislative bills: 
SB 2495  (Margett) No Action; 
AB 2833 (Villaraigosa) Support; 
SB 1755  (Calderon) Support in concept, 
work with author on amendments; 
SB 1868  (Hayden) No Action; 
AB 2847  (Sweeney) Support; 
SB 1590 (O’Connell) Support 
The legislature passed the bill in August 
1996, and the governor signed it one 
month later, effectively codifying the 
formula, and allowing for changes only 
with a ¾ vote of the Board. 

Attachment 
Explanation of Formula Allocation by 
Elements 

See Related 
Formula Allocation Procedure – Special 
Provisions 
Public Utilities Code § 99280 – 99299 

Public Utilities Code § 99207, § 99207.5 

Municipal Operator Service Improvement 
Program 

Bus System Improvement Plan 





Purpose
MOSIP is intended to improve service to the transit dependent in Los Angeles County by
reducing overcrowding and expanding services. The money can be used for bus

operations and capital.

Funding
Municipal operators will receive almost $16 million in FY 2004.

Summary of Method
From July 1,2001 through June 30, 2006, MTA will have allocated to the "included" and
"eligible" municipal operators in Los Angeles County $15 million per year plus a 3% per

year cumulative annual increase.

Relevant Information
The municipal operators were pursuing State legislation to require MT A to provide "fair
share" funding from Proposition C 40%. In exchange for the creation of this funding
program, the municipal operators agreed not to pursue additional legislation.

Proposition A and C Interest Funds

Purpose
These funds may be allocated to MT A and the municipal operators through the annual

budget process.

Summary of Method
These funds are allocated on a "fair share" basis in addition to the Fonnula Allocation
Procedure (F AP). The fonnula for allocating "fair share" funds is different from the F AP

Relevant Information
In 1995 the Board adopted four criteria regarding the use of the interest funds.

"That Proposition AIC Interest funds are discretionary, to be appropriated at the
discretion of the Board.

1

However, if the Board elects to use any of the Proposition A/C Interest funds
directly to mitigate an MT A Operations shortfall or for other purposes or existing
programs for bus operation or capital that have historically used the formula
allocation process, then these funds shall be distributed through the appropriate
formula allocation processes adopted by the Board.

2.

3. Further, if Proposition A/C Interest funds are employed in an indirect manner, the
result of which provides additional funds for programs described in item 2 above,
then these funds shall also be distributed through the appropriate formula
allocation process adopted by the Board.
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4. Notwithstanding items 2 and 3 above, if the Board elects to use these funds for
new programs or services, then the appropriation shall be through processes
adopted by the Board, in conjunction with the Municipal Operators and other
affected local jurisdictions, which mayor may not include formula allocation."
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