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The Governor of California
President pro Tempore of the Senate
Speaker of the Assembly

State Capitol

Sacramento, California 95814

Dear Governor and Legislative Leaders:

As directed by the Joint Legislative Audit Committee, my office conducted an audit of the Local
Streets and Roads Program (program). Our assessment focused on the California Transportation
Commission’s (Commission) and the State Controller’s Office’s (State Controller) administration
of the program and the manner in which six selected cities have used program funds. In general,
we determined that state agencies are appropriately allocating program funds to cities and
counties, and the selected cities are properly using funds to improve local streets. Nevertheless,
street conditions are continuing to decline, and the State Controller has not held cities to some
key aspects of accountability for their required local streets and roads spending.

We found that the Commission has properly determined funding eligibility for all cities and
counties in the State and that the State Controller distributed funds according to state law. The
Commission also ensured that all cities and counties reported their expenditures of program
funds, and it provided that information to the public on its website. The six cities we reviewed
appropriately used program funds to maintain and repair streets and on other allowed activities,
including street safety projects. Nevertheless, and despite the significant additional funding that
the program provides, pavement conditions in the cities we reviewed are generally declining.

We found that the State Controller is not ensuring that cities and counties follow a state law
that requires a certain level of local spending on streets and roads. State law allows, but does not
require, the State Controller to audit cities and counties to ensure that they maintain specified
levels of local spending each year. However, the State Controller has only conducted reviews of
local streets and roads spending, and it maintains that such reviews do not allow it to enforce the
requirement. As a result, there are no consequences if cities and counties repeatedly fail to meet
their required local spending levels.

Respectfully submitted,

st A

GRANT PARKS
California State Auditor

621 Capitol Mall, Suite 1200 | Sacramento, CA 95814 | 916.445.0255 | 916.327.0019 fax | www.auditor.ca.gov
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Selected Abbreviations Used in This Report

CalEPA California Environmental Protection Agency
CalSMART California Statewide Multi-Modal Application and Reporting Tool
PCl Pavement Condition Index

SB1 Senate Bill 1—the Road Repair and Accountability Act of 2017
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Summary

The Legislature created the Local Streets and Roads Program (program) in 2017 to provide
funding to cities and counties to address the long-term deterioration of their streets and
roads. This program provided nearly $1.5 billion to cities and counties in fiscal year 2022—23.
The California Transportation Commission (Commission) administers the eligibility and
expenditure-reporting processes that state law requires cities and counties to follow. The
California State Controller’s Office (State Controller) distributes program funds to cities and
counties each month, and state law authorizes it to monitor local spending.

State Agencies Are Properly Administering Program Eligibility,
Payment, and Reporting Processes Page 13

We reviewed the processes and documentation that the Commission and
State Controller use to administer the Local Streets and Roads Program. We
found that these processes are appropriate and allow these state agencies

to provide funding to all eligible cities and counties in California. The
Commission facilitates the program’s transparency to the public by hosting
a website that publishes comprehensive program information, including
detailed expenditure reports that identify how cities and counties use
program funds.

Although the Cities We Reviewed Are Appropriately Using Local
Streets and Roads Program Funding, Most Still Have Deteriorating Page 19
Road Conditions

We reviewed a selection of six cities—Baldwin Park, Bell, Coronado,
Oakland, Riverside, and Yuba City—to determine how they spent program
funds and found that they adhered to program requirements and generally
spent the majority of the funds on maintaining and rehabilitating their
streets. However, despite the additional resources that the program provides,
the cities have generally been unable to improve the overall condition of their
streets. The cities noted that they would need significantly more funding to
improve the overall condition of their streets, and some cities have sought
additional financial resources to do so, such as through a bond measure.

The State Controller Has Not Held Cities Accountable for Maintaining
Local Spending on Streets and Roads Page 27

The Legislature established that cities and counties cannot use program
funds to replace previous local spending on streets and roads and
authorized the State Controller to monitor their compliance with this
maintenance-of-effort requirement. We found that the six cities we
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reviewed met this requirement. However, the State Controller
explained that despite identifying some cities that potentially have
not met this requirement for multiple years, it does not have adequate
staffing to conduct audits to ensure that cities and counties are
meeting the Legislature’s expectation in this area. Further, the State
Controller’s interpretation of state law reduces accountability for the
cities that it has identified as potentially not meeting the requirement.
Because of its interpretation, the State Controller does not require
cities to make up for deficits in meeting the maintenance-of-effort
requirement within the statutorily allowable two-year period. Finally,
the State Controller’s interpretation of state law and how much

it should withhold from cities and counties that do not meet the
maintenance-of-effort requirement is overly punitive and may not
reflect the Legislature’s intent.

Agency Comment

The State Controller agreed with our recommendations and provided additional
perspective on its staffing levels and interpretation of state law.



Introduction

Background

In 2017 the Legislature found that California faced a

$59 billion shortfall in funding to adequately maintain
the state highway system over the next decade, and that
cities and counties faced a $78 billion shortfall in funding
to adequately maintain their streets and roads over that
same time period. In response, the Legislature passed
Senate Bill 1 (SB1)—the Road Repair and Accountability
Act of 2017—to improve the condition of the State’s road
system. To fund these efforts, SB1 added or raised several
existing taxes and fees, as the text box shows. In passing
SB1, the Legislature determined that the funding would
have a positive impact on the economy by lowering the

CALIFORNIA STATE AUDITOR
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Taxes and Fees Added or Increased by SB1:

Diesel fuel tax increase of $0.20 per gallon,
indexed to inflation.

Diesel fuel tax added to sales tax.

Gasoline tax increase of $0.12 per gallon, indexed
to inflation.

Fuel storage fee.

« Transportation improvement fee required during
vehicle registration.

Registration tax for zero emission vehicles.

Source: State law.

transportation-related costs of doing business, reducing traffic congestion for employees, and
protecting property values in the State. SB1 provides funding for many different state and
local programs, as Table 1 shows. The Local Streets and Roads Program (program), which is
the focus of this audit, receives the second-largest amount of funding and is the largest local
program, receiving an average of nearly 29 percent of SB1’s total available funding.

Table 1

The Local Streets and Roads Program Receives Nearly 29 Percent of Estimated Average Annual

SB1 Revenues

FUNDING AMOUNT | PERCENTAGE OF
FROGRANNAME (IN MILLIONS) TOTAL FUNDING

State Programs (funds spent by state agencies)

State Highway Maintenance and Rehabilitation

Trade Corridor Enhancement Program

Solutions for Congested Corridors Program

Parks, Off-Highway Vehicle, Boating, and Agricultural Programs
State Transportation Improvement Program-Interregional Share
Freeway Service Patrol Programs

California University Transportation Research Programs

Local Programs (funds spent by local agencies)

Local Streets and Roads Program

Transit Operations and Capital Improvement

Local Partnership Program

Active Transportation Program

State Transportation Improvement Program-Regional Share
Local Planning Grants

Total

Source: Commission and legislative declarations in SB1.

$1,900 36.2%
300 5.7
250 48

80 1.5
275 0.5
25 0.5
7 0.1

$1,500 28.6%
750 143
200 38
100 1.9
82.5 1.6

25 0.5
$5,247

Note: The Commission provides this information on its website as a yearly average of the revenues the State could expect over the

first 10 years of SB1. Actual funding amounts may vary from year to year.
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Among the other local programs SB1 funds, is one program for local transit
operations and capital improvement projects that the Legislature estimated

would have $750 million each year available for allocation. It also funds the Local
Partnership Program, which provides funding to local and regional transportation
agencies that have sought and received voter approval of taxes or that have imposed
fees that are dedicated solely for transportation improvements to fund road and
highway improvements. Further, SB1 provides funds for the Active Transportation
Program, which provides funding to encourage increased use of active modes of
transportation, such as biking and walking, and grants to local and regional agencies
to assist planning for climate change.

Local Streets and Roads Program Requirements

State law generally establishes five allowable uses of Local Streets and Roads Program
funds. Cities and counties may spend these funds on road maintenance and
rehabilitation, safety projects, grade separation from railroads, complete street
components when paired with any other allowable project, and traffic control
devices, among other things.' Road maintenance and rehabilitation includes activities
such as repaving streets and sealing cracks in pavement. Safety projects can include
adding infrastructure, such as signage, for safe routes to school. Complete streets
projects include pedestrian and bicycle safety projects and transit facilities projects.

To be eligible to receive program funds, cities and

counties must submit certain information and

Requirements for Cities and Counties to documentation to the Commission. The text box

Submit Specific Information to Demonstrate shows the information that the Commission requires

Eligibility for Program Funds cities and counties to submit. Among the required

- Signed and adopted resolution by the applicable
city council or county board of supervisors that
includes the following:

— Use of Local Streets and Roads Program
funds reference

— Reference to list of proposed projects

— Estimated useful life

Source: Commission.

documents is a resolution and proposed project list,
approved by the applicable city council or county
board of supervisors. Because the city council or
county board of supervisors must adopt the
resolution during a regular public meeting, this
requirement provides transparency in how cities and
counties propose to spend program funds. State law

- List of projects the city or county proposes to does not require the Commission to approve the
spend program funds on, including the following: proposed projects or provide authorization to
— Project description and location proceed with specific projects. Instead, the
~ Estimated schedule for completion Commission’s role is ministerial in nature—it

receives and reviews project lists and resolutions to
ensure that they are complete and therefore comply
with statutory requirements. The Commission then
adopts and submits a statewide list of eligible

cities and counties to the State Controller

T A construction project to physically separate a road from a railroad track, such as by building a bridge, is called a grade
separation project. Complete Street components include sidewalk widening and adding bicycle lanes to streets. Traffic
control devices include stop signs and traffic signals.



so the State Controller can distribute funds to the
cities and counties in monthly payments. The

text box describes the roles and responsibilities of
state and local agencies for the program.

The Commission provides flexibility to cities and
counties by providing two deadlines to submit
required information. The Commission requires
cities and counties to submit project information
and documentation of their resolutions to it each
year by July 1. If a city or county does not meet this
deadline, the Commission allows it to obtain what
is known as subsequent eligibility by submitting
the required information before September 30
without penalty.

Each fiscal year, cities and counties must report
their spending to the Commission. State law
allows cities and counties to spend program funds
on projects that were not included in the lists they
had previously submitted to the Commission. This
flexibility allows cities and counties to respond to
changing conditions, such as a storm’s damage to
streets and roads or a planned project’s schedule
changes. State law requires cities and counties to
report specific information about their spending
to the Commission, as the text box describes. The
Commission has established a December 1
deadline for cities and counties to submit their
spending information each year. After the
Commission receives all of the spending
information, it publishes that information on its
website. Making the spending information
available to the public facilitates transparency and
accountability because interested members of the
public may review the reports and follow up with
cities and counties for additional information.
Figure 1 provides an overview of the program and
reporting requirements.

CALIFORNIA STATE AUDITOR
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Local Streets and Roads Program
Roles and Responsibilities

Commission

+ Receive and review project lists from cities and
counties and ensure compliance with requirements.

- Provide technical assistance to cities and counties.

« Provide list of eligible cities and counties to
State Controller.

+ Receive and publish expenditure reports.

State Controller
+ Receive list of cities and counties eligible for funds.
- Distribute funds to cities and counties.

« Oversee local spending requirements.

Cities and Counties

- Develop and submit list of projects to
the Commission.

+ Submit annual expenditure reports to
the Commission.

Source: State law.

Reporting Requirements for Program Spending

- Description of each project that used program funds.
- Location of each completed project.

« Amount of funds spent.

« Completion date.

- Estimated useful life.

Source: State law.
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Figure 1
Summary of the Local Streets and Roads Program Eligibility and Reporting Process

Cities and counties hold public meeting to
adopt a resolution including the proposed
project list.

Cities and counties submit information
to the Commission by July 1.

L1
Commission determines whether cities

and counties are eligible, then sends list
to State Controller.

State Controller calculates payment
amounts and distributes funds to eligible
cities and counties monthly.

Cities and counties report project e o

. . original adopted listing as
E@IS_’ spending for the preceding fiscal year -+ loni: s they,; e consisgen "
by December 1. with program priorities.
£or® O Commission publishes spending

information on its website.

=

Source: State law, Commission guidelines, and the State Controller.

Note: Cities and counties that did not meet the July 1 deadline may hold a public meeting to adopt a resolution with the
proposed project list and then submit the information to the Commission by September 30.
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The Commission provides an online reporting tool to help cities and counties submit
required information for program eligibility and report expenditures in accordance
with state law. Since 2019 the Commission has required cities and counties to use
the California Statewide Multi-Modal Application and Reporting Tool (CalSMART)
to submit information so that the Commission can determine their eligibility for the
program. Several transportation programs, such as the Local Partnership Program
and the Active Transportation Program, also use this database to facilitate reporting.
CalSMART promotes statewide consistency in the content and format of project
information that local governments submit to the Commission and facilitates
transparency within the Local Streets and Roads Program. CalSMART uses fields
that are mandatory for cities and counties to complete and that correspond to
program requirements. This requires cities and counties to submit the necessary
information before completing the eligibility process.

Maintenance-of-Effort Requirement

In addition to reporting spending information to the Commission, cities and counties
also must report expenditure information to the State Controller. To participate in
the program, cities and counties must maintain a minimum level of local spending
on their streets and roads, as state law requires. This required minimum level of local
spending is referred to as the maintenance-of-effort requirement. Although cities
and counties may use other sources of funding—including state grants—for their
streets and roads projects, their maintenance-of-effort spending must come from
local resources, such as certain local tax revenues. This requirement helps to ensure
that cities and counties do not replace their local spending on streets and roads

with state funding from the program. As a remedy; if cities or counties do not meet
this requirement, state law provides a process for the State Controller to withhold
program funding in future fiscal years.

State law provides some flexibility for cities and counties that do not meet

the maintenance-of-effort requirement. State law established that the
maintenance-of-effort requirement for a city that was incorporated before

July 1, 2009, and each county, is the average of their local streets and roads spending
during fiscal years 2009—10, 2010—11, and 2011—12. The law provides an alternative
calculation for cities incorporated after July 1, 2009. In response to the pandemic,
the Legislature reduced this level for any city or county that experienced a decrease
in taxable sales from fiscal years 2018—19 through 2019—20, in proportion to that
decrease. The Legislature did not continue this flexibility after fiscal year 2021—22.
State law allows any cities or counties that do not meet their maintenance-of-effort
requirement in a particular fiscal year to spend additional funds in the following
fiscal year in the amount they were deficient, as Figure 2 shows.



8 CALIFORNIA STATE AUDITOR
April 2024 | Report 2023-124

Figure 2
Hypothetical Example of How State Law Intends Cities to Meet the Maintenance-of-Effort
Requirement or Face Withholding of Program Funds

City Met City Did Not Meet
Requirement Requirement
REQUIRED REQUIRED
MAINTENANCE-OF-EFFORT ACTUAL MAINTENANCE-OF-EFFORT ACTUAL
AMOUNT SPENDING AMOUNT SPENDING
$100,000 $90,000 FISCAL YEAR 1 $100,000 $90,000
$10,000 FISCAL YEAR 1 SHORTFALL $10,000
$100,000 $110,000 FISCAL YEAR2 $100,000 $100,000
50 FISCAL YEAR 2 SHORTFALL S0

Although the law is unclear, we believe
this city should receive $10,000 less in
Local Streets and Roads Program funding
this year because it never compensated
for the Fiscal Year 1 shortfall.

FISCAL YEAR 3

Source: Auditor analysis of state law.

Funding Distribution

State law establishes how the State Controller must distribute program funds to
cities and counties, specifying that the State Controller must provide half of available
program funding to cities and half to counties, as Figure 3 shows. For cities, the State
Controller must proportionally distribute the funds available to cities according to
each city’s proportion of the population of all cities in the State. For example, if a

city has 1 percent of the total population of all cities in the State, the State Controller
would distribute 1 percent of available funds to that city. For counties, the State
Controller must review both the number of vehicles registered in each county and
the county’s total miles of roads. Of the funds available to counties, state law requires
the State Controller to distribute three-quarters of the funding according to each
county’s proportion of all registered vehicles in the State. The law then requires

the State Controller to proportionally distribute the remaining quarter of county
funding to each county according the number of miles of maintained county roads in
each county in proportion to all miles of maintained county roads in the State. This
formula was adopted in statute for other purposes before the gas tax increase that
SB1 authorized in 2017, and state law uses this formula to distribute funds for this
program. Appendix Table A.1 provides the funding distributions to, and populations
of, each city, and Table A.2 provides the funding distributions for each county with
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its corresponding number of registered vehicles and maintained road miles. This
information from fiscal year 2022—23 is the most current information available from
the State Controller.

Figure 3
State Law Establishes How Local Streets and Roads Program Funds Are Distributed Among
Eligible Cities and Counties Each Year

Program Funds
Distributed

$1.47 Billion

Fiscal Year 2022-23

481 Eligible Cities 58 Eligible Counties
Distribution by City Population 50%—>5738 Million
50%—>5738 Million :

— Distribution by Total
Miles of Roads
Distribution by Number of 25%—4185 Million
Registered Vehicles

75%—$553 Million

Source: State law.

Note: Half of the program funds are designated for eligible cities and half for eligible counties. The cities’ funds are distributed
by city population. The counties’ funds are further divided, with 25 percent distributed according to each county’s total miles
of roads and 75 percent distributed according to each county’s total number of registered vehicles.

Tables A.1 and A.2 in the Appendix provide specific distributions from fiscal year 2022-23 for each of the state’s cities and
counties, respectively.

Although state law does not require economic or racial equity for distributing
program funds, state law provides for equal distribution of available funds to cities
according to population. Every city received the same per capita funding in each of
the three monthly payments we reviewed, demonstrating that the State Controller
applied the formula correctly. We calculated that cities received between $1.57 per
person per month in April 2021 and $1.91 in August 2023. We calculated the per
capita funding for cities because their distribution is based on population. However,
because counties receive funds based on different criteria, the same calculation
would not provide comparable results.
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Although the program does not explicitly address equity, other state, regional, and
local programs address equity for disadvantaged communities more directly. The
Active Transportation Program, funded in part by SB1, as Table 1 showed, requires
the Commission to award 25 percent of funding to projects in disadvantaged
communities.” State law provides the California Environmental Protection Agency
(CalEPA) with the responsibility of identifying those communities according to
geographic, socioeconomic, public health, and environmental hazard criteria,
although this program allows for other definitions of disadvantaged communities.
State agencies and the Strategic Growth Council use CalEPA’s identification of
disadvantaged communities to target their expenditures and resources. Regional
transportation planning agencies, which in addition to planning also mediate
between federal funding sources and cities and counties, assert on their public
websites that they incorporate equity into their processes for selecting projects to
fund. Some cities also consider equity as a factor when prioritizing projects.

Road Condition Measurement

Cities use the Pavement Condition Index (PCI) to measure pavement conditions.
PCl is a standard numerical rating between o and 100 that categorizes pavement
condition by the type and severity of distresses observed on the pavement surface.

A PCI value of o indicates that a road is in the worst possible condition; a value of
100 indicates that a road is in the best possible condition. The PCI scale is divided
into four general condition categories, as Figure 4 shows. Pavements in “Good to
Excellent” condition have a PCI at or above 70; pavements in “At Risk” condition have
a PCI from 50 to 69; pavements in “Poor” condition have a PCI from 25 to 49; and
pavements in “Failed” condition have a PCI at or below 24. Figure 4 also presents
photographic examples of roads in each of these four categories.

2 We did not audit or review the Active Transportation Program because it is outside of the scope of the Local Streets and
Roads Program.
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Figure 4
The PCl Is a Tool That Rates Pavement Surfaces and Indicates Treatments
GOOD to EXCELLENT AT RISK POOR FAILED
100 70 69 50 49
L
TREATMENTS: ‘
Preventive maintenance, Thin asphalt overlay Thick asphalt overlay Reconstruction,
seal cracks in road surface on existing pavement on existing pavement full-depth reclamation

Source: California Statewide Local Streets and Roads Needs Assessment, August 2021, and Pavement Management Program Update,
City of Yuba City, September 2023.

11
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The cost to repair roads in the “Poor” and “Failed” PCI categories is significantly higher
than for those in better condition. If a road is not maintained, it will need repairs; if it
remains unrepaired, it will fail over time. As roads are used over time, the deterioration of
the road surface can increase significantly. Cities and counties are able to extend the useful
life of streets and roads by performing preventive maintenance. However, as Figure 5
shows, the cost to maintain and repair roads varies significantly according to their PCI,
with significantly higher costs for “Poor” and “Failed” roads.

Figure 5
Example of Costs to Repair and Rehabilitate Roads in Sacramento by PCl

= 100
= Preventive Maintenance
o
é $4.50-510.00/square yard
S n
69
g Thin Asphalt Pavement Overlay
= $34.00-$36.00/square yard
[
(§) 50
-7 49
o
o
4
25
%
2 Reconstruction
= $88.00-$117.00/square yard
0

Passage of Time (assumes no repair or rehabilitation of roads)

Source: Sacramento’s Department of Public Works Pavement Condition Report, August 2022.
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State Agencies Are Properly Administering Program
Eligibility, Payment, and Reporting Processes

Key Points

+ The Commission makes program information available to the public, has ensured that
every city and county in the State is eligible to receive program funds, and has also
ensured that cities and counties adopt projects in publicly held meetings.

+ The State Controller accurately calculates allocations and distributes program funds to
cities and counties.

+ The Commission’s proactive approach to collecting spending information and
making that information public ensures that all cities and counties report their program
spending.

The Commission’s Program Eligibility Process Is Transparent and Complies With State Law

The Commission makes all program information, including information about eligibility for
the program, available to the public in a manner that promotes transparency. To become
eligible for program funding, cities and counties must be aware of submission deadlines in
advance so they can develop project details and adopt authorizing resolutions at upcoming
city council or board of supervisors meetings. The Commission created program-reporting
guidelines that include detailed explanations of the information that cities and counties
must submit to demonstrate that they are eligible to receive funding. The Commission

also publishes a three-page funding eligibility checklist for cities and counties that itemizes
these requirements. Instead of requiring cities and counties to draft resolutions without

any guidance or direction, which may lead them to submit inadequate information, the
Commission provides a sample resolution that cities and counties can consult for reference.
Moreover, because cities and counties can submit project lists and expenditure reports

for the program only through the Commission’s CalSMART database, the Commission
provides guidance on how to use the database, holding multiple training sessions annually to
provide city and county staff with step-by-step instructions. The Commission also publishes
a guide for using CalSMART on its website. The six cities we reviewed—Baldwin Park,

Bell, Coronado, Oakland, Riverside, and Yuba City—all indicated that they have not had any
significant problems using CalSMART. Some city staff even stated that the analysts at the
Commission are very responsive to their inquiries.

The Commission maintains a comprehensive list of contact information for all cities

and counties and communicates directly with them to help ensure that they satisfy eligibility
requirements and are aware of deadlines to submit information. Several months before it
makes eligibility determinations, the Commission emails reminders to cities and counties to
alert them of upcoming deadlines, providing them with ample time to submit the required
information. For example, the Commission set a target of sending reminders in March to all
cities and counties to remind them to submit their requests for funding, including eligibility

13
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information, by the July 1 due date. The Commission also has a process to send bi-weekly
reminders to governments at risk of missing the deadline, inviting them to submit the
information necessary for the Commission’s eligibility determination.

The Commission’s efforts are effective: Since 2019 every city and county in the State that
is potentially eligible for the program has submitted information and received program
funds.’ The Commission has achieved this success by offering to review draft resolutions,
directly assisting cities and counties in preparing their project lists, and helping cities
and counties correct any shortcomings in their submissions. The Commission tracks

all submissions and keeps a record of any shortcomings that cities and counties must
address to become eligible. For example, one city submitted its resolution without the
signatures required to make the resolution official, so the Commission contacted the
city to correct the issue. As Table 2 shows, of the 539 cities and counties that submitted
information for fiscal year 2022—23, 201 needed corrective action. After the Commission
worked with some of these cities and counties, only 14 cities had not provided complete
submissions by the initial deadline and therefore needed to use the subsequent eligibility
process. The Commission determined that these final 14 cities were eligible for program
funding during that process. Our review of the submissions of 15 cities and five counties,
which we selected based on the size of their populations, confirmed that they met all
statutory requirements. We therefore conclude that the Commission has adequate
processes in place for determining eligibility.

Table 2
The Commission Ensured That All Cities and Counties Became Eligible to Receive Local Streets and
Roads Program Funds for Fiscal Year 2022-23

TOTAL CITIES AND COUNTIES THAT SUBMITTED INFORMATION FOR ELIGIBILITY 539
Met All Requirements 337
Corrective Action Needed* 202
Met All Requirements 98
Returned for Further Corrective Actions 104
Met All Requirements 90
Eligibility Delayed but Subsequently Granted T 14
Total Eligible Cities and Counties 539

Source: Commission.

* According to the Commission, corrective actions range from amendments to the adopted resolution to make it compliant with
requirements to edits needed in CalSMART related to entries for projects.

T The Commission works with cities and counties that do not submit the required information by the initial deadline. It refers to
this submission process as obtaining subsequent eligibility.

Further promoting transparency and accountability, the Commission ensures that cities
and counties adopt projects in publicly held meetings that allow residents to review
and comment on the city’s or county’s project proposals. The Commission clearly states
this requirement in the program guidelines and the eligibility checklist and requires

3 The city of Rolling Hills has no public streets. It has only private streets and is therefore not eligible to receive program funds.
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the cities and counties to submit through CalSMART resolutions adopted in public
meetings. The Commission also stated that it performs a risk-based review to verify
that a selection of cities and counties adopted resolutions in public meetings. For
example, when cities or counties submit unsigned resolutions, or use the process to
obtain subsequent eligibility, the Commission stated that it reviews that government’s
website to verify that the city or county adopted those resolutions in a public meeting.
Our review of the 15 cities and five counties found that each did adopt their resolution
containing the list of proposed projects in a public meeting.

The State Controller Accurately Distributes Program Funds to All Eligible Cities
and Counties

The State Controller has disbursed nearly $7 billion in program funds to cities and
counties since the program began in 2017. As Figure 6 shows, the disbursement amount
in fiscal year 2017—18 was the lowest because the State did not begin receiving revenue
from the increased taxes and fees that fund the program until well into that fiscal year.
The increase in fuel taxes did not begin until November 2017, and the transportation
improvement fee began in January 2018. Since then, there has been little variation in the
funding amounts from year to year, and the funding has generally increased.

Figure 6
Local Streets and Roads Program Funds Distributed to Cities and Counties Have Varied
Slightly Each Year

(in millions)
m= Counties
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Source: State Controller.
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We calculated the appropriate distributions to cities and counties and found that the
State Controller distributed funds to cities and counties in accordance with the formula
specified in state law. We selected one month in each year of fiscal years 2020-21,
2021—22, and 2022—23 to verify, by recalculating, the State Controller’s payment amounts
to each of the cities and counties. To recalculate the appropriate amounts, we obtained
the calculation and supporting documentation that the State Controller used to derive
the monthly payment amounts for each city and county. The supporting documentation
included the various components of the calculation, such as the Commission’s report

of eligible cities and counties, U.S. Census data, the Department of Finance’s certified
population, the California Department of Motor Vehicles’ reports on registered vehicles,
and the California Department of Transportation’s reports on maintained road miles. We
used the Commission’s eligibility report to ensure that each of the cities and counties that
the State Controller included in its calculations was eligible to receive program funds.
We used the remaining documentation to identify key data necessary to independently
calculate the monthly payment amount for each city and county, according to the
requirements in state law. We found that the amounts our calculations produced agreed
with those monthly payment amounts that the State Controller calculated and paid.

Further, to ensure that the cities actually received the correct amount of program funds,
we verified that the six cities we selected for review received the amounts that the

State Controller calculated. We collected the applicable accounting records at each of
the six cities and compared the received amounts to the amounts that we calculated

for the three months, and we determined that the State Controller appropriately
provided the cities with all of the program funds.

As a point of clarification, we note that neither the State Controller nor the Commission
is required to provide funding estimates or commitments to cities and counties. Because
program funding comes from various fuel taxes and vehicle fees that can produce
different amounts of revenue each month, the State Controller cannot guarantee a
specific amount of funding. The six cities that we reviewed explained that they receive
future funding availability estimates from the League of California Cities to inform

their budgeting and project selection. The League of California Cities is a nonprofit
advocacy group that supports cities and offers education and training programs for

city officials. The League of California Cities also provides cities with estimates that it
derives from the Department of Finance’s statewide revenue estimates contained in the
Governor’s Budget proposals. The cities we reviewed stated that the funding amounts
they anticipate receiving generally align with those amounts the State Controller
ultimately provides.

Additionally, state law does not require cities to submit project cost estimates when
submitting project proposals. As we discuss in the Introduction, the Commission, which
oversees the process, does not approve proposed projects or authorize funding to specific
projects. Rather, the Commission’s role is to review project lists and resolutions to

ensure that they are complete and comply with statutory requirements. According to the
Commission, cities and counties are responsible for determining which projects to fund
and for determining how to fund them, based on their priorities each year. To fund and
complete their planned projects, some of the cities we reviewed used multiple funding
sources, such as grants or sales tax revenues, in conjunction with program funding.
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The Commission Ensures That All Cities and Counties Submit Required
Expenditure Reports

All cities and counties report their expenditures annually to the Commission. We
found that each of the six cities we reviewed submitted expenditure reports as state law
requires. We also verified that all cities and counties that received program funds
reported their expenditures for fiscal year 2021—22, the most recent year available at
the time of our review. To verify this, we obtained the expenditure reports from the
Commission’s website and reviewed the data, comparing it to the State Controller’s
data listing the cities and counties to which it distributed program funds. Later in this
report, we discuss our work to verify the accuracy of the reports for the six cities we
reviewed, which included reviewing accounting controls and tracing reported
expenditures to source documentation such as invoices.

Program guidelines require cities and counties
to use CalSMART to submit expenditure reports Reporting Requirements for Program Spending
to the Commission by December 1 of each year.
State law requires the expenditure reports to
include specific information, as the text box « Location of each completed project.
shows, and states the intent of the law to provide
transparency for the public and to promote
accountability. The Commission collects and » Completion date.
then publishes this information on its program . Estimated useful life.
website. We verified that the six cities we reviewed
submitted their most recent expenditure reports
in a timely manner.

« Description of each project that used program funds.

« Amount of funds spent.

Source: State law.

The Commission has developed an effective process to ensure that all recipients submit
expenditure reports as required. The Commission publicizes program requirements
and guidelines, including those related to expenditure reporting, and distributes them
to cities and counties. It also conducts training sessions each year to provide local
agencies with precise instructions on reporting their expenditures in CalSMART.

The Commission provided documentation of attendance at its training sessions and
documentation of its efforts to keep cities and counties informed. We reviewed the
content of these training sessions and found that they provide extensive and detailed
information necessary for cities and counties to submit reports effectively.

Further, the Commission tracks the reports it receives and identifies which cities and
counties have not submitted reports. We confirmed that as the deadline approaches,
the Commission contacts those cities and counties that have not yet submitted
required information. The Commission then works directly with those cities and
counties to ensure that they report the information on time. Because of this proactive
approach to ensure timely reporting, the Commission has not needed to take further
actions to address any lack of reporting.
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Although the Cities We Reviewed Are Appropriately
Using Local Streets and Roads Program Funding,
Most Still Have Deteriorating Road Conditions

Key Points

« The cities we reviewed are using program funds as intended by improving poor street
conditions. Some cities direct their spending to disadvantaged communities. All
six cities promote transparency and accountability and conduct community outreach.

+ Despite the State’s significant investment through the program, street conditions in
these cities continue to decline, in part, because of inadequate financial resources.

The Cities We Reviewed Generally Use Program Funding to Address Streets With Poor
Pavement Conditions

Cities use different processes for selecting projects but generally use Local Streets and
Roads Program funding to improve those roads with deteriorated pavement conditions.

The six cities we reviewed each use a pavement management system to assess and address
the needs of their local streets. A typical pavement management system uses computer
software, informed by onsite reviews of actual pavement conditions, that provides PCI data
for road segments and the road network over a period of time. Cities use this information
to assess both their current and anticipated future pavement conditions and to identify
maintenance and rehabilitation recommendations that optimize the use of available
funding. This assessment allows cities to identify the streets with the poorest conditions
when selecting projects to fund through the program.

In the past, some cities did not prioritize repairs for the streets with the poorest conditions,
indicating a potential lack of consideration for the equity of their investments in street repair
and maintenance. Some cities fund projects that are located in areas designated by the State
as disadvantaged communities. Historically, cities may not have always focused funding

on the streets in the poorest condition, either because of a lack of funding or because of a
pavement management system that did not consider equity across different areas of the city.
As a result, projects that cities are currently prioritizing can be located in areas that they
have historically neglected. For the six cities we reviewed, we evaluated each city’s process for
selecting projects, and we reviewed those projects to verify that each city prioritized streets
according to its established priorities. Using the pavement management system reports, we
verified the condition of the streets selected for maintenance or other improvements. In
Figures A.1 through A.6 of the Appendix, we provide the location of most of the projects in
relation to disadvantaged communities in the cities that we reviewed.

State law provides cities and counties with some flexibility in their use of program funds,
allowing them to adapt the program to meet local needs. Cities may use program funds in
combination with state or federal grants, and some cities have been able to do so to repair
more streets in poor condition and to address multiple objectives, which they could not do
using only program funds. For example, Yuba City reserved nearly $1 million in program
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funds to match $4.3 million in state and federal grants to begin an approximately
$5.2 million project to repair pavement and construct such complete street elements
as bike lanes and sidewalks. To facilitate funding for another project, Yuba City
accumulated program funds over several years as allowed by state law.

State law also allows cities and counties to fund projects they had not included in
their proposed project lists. For example, in 2021 the city of Davis proposed to use
program funds to install and repair curb ramps, bike lanes, and other complete street
projects throughout the city. However, Davis deferred some of this work as part of a
larger project and instead chose to use program funds for a road rehabilitation project.
Some of the cities we reviewed expressed their gratitude that the program allows such
flexibility in the use of funding.

We also evaluated the extent to which cities considered equity in their selection of
projects to fund. Importantly, state law neither defines equity nor requires cities to
consider equity during the project selection process for the program. Nonetheless,
Oakland’s department of transportation has developed a weighting system that accounts
for both street conditions and underserved populations, as shown in Table 3. Oakland
uses planning areas that follow Oakland’s geography and demographics—which do not
align with its city council districts—as a simple way to distribute resources equitably.

To include the underserved population component of the weighting system, city staff
identify the percentage of Oakland’s underserved population that reside in each planning
area. Staff use U.S. Census data to quantify the underserved populations, such as the
percentage of households with low incomes or having residents who are people of color.
Oakland then identifies the percentage of each planning area’s streets that are in poor
condition. The city combines the underserved population and pavement condition
components to produce weighting factors for each planning area. Oakland then
distributes program funding by planning area using the weighting factors.

Table 3
Oakland Weights Its Distribution of Funding for Pavement Maintenance and Rehabilitation
According to Street Conditions and Equity

SHARE OF LOCAL SHARE OF CITYWIDE
PLANNING AREA STREET MILES IN POOR UNDERSERVED F”"[(’I"':g)f._','“‘“ F‘(’Immuf_%“@;'a
CONDITION (A) POPULATIONS (B)

Central / East Oakland 18% 30% 24% $40.8
Coliseum / Airport 2 1 1 2.6
Downtown 1 5 3 5.4
East Oakland Hills 12 6 9 15.5
Eastlake / Fruitvale 16 27 22 37.2
Glenview / Redwood Heights 1 5 8 13.5
North Oakland Hills 17 3 10 16.9
North Oakland / Adams Point 18 15 17 284
West Oakland 5 8 6 10.8
Citywide 100% 100% 100% $171.1

Source: Oakland Five-Year Paving Plan.

Note: Because the amounts in the Funding Share percentage column are rounded, it is not possible to derive the exact Funding
Share column dollar amounts.
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Riverside stated that it, too, addresses equity in its project selection decisions. In addition to
consulting its pavement management report when selecting projects, the city also considers
whether projects address public maintenance requests and community concerns. The city

is divided into wards and the staff targets streets for repair to ensure that the city distributes
funds evenly among those different areas of the city, particularly when addressing maintenance
requests. This approach ensures that no one area will receive more funding just because people
in that area have submitted more maintenance requests. Riverside also uses Community
Development Block Grant funds for some projects; federal regulations require that those funds
be used to target low-income residents and that regular community meetings be held to address
potential concerns.

We also evaluated each city’s efforts to promote transparency and accountability and found that
the cities all met or exceeded state law’s requirement that cities adopt proposed projects in publicly
held meetings. The cities we reviewed complied with those requirements and also held community
meetings to encourage public engagement or publicized information about projects using
government websites or social media. Oakland held community meetings in different languages
when it reviewed its paving plan with residents, and Coronado developed a website to provide
public updates on its sidewalk enhancement project. Moreover, each of the six cities, or the hired
contractors, sends notifications of planned construction projects to affected community members.
Cities typically require staff to present larger projects at city council meetings that are open to the
public. Thus, if cities need to change projects after submitting their proposals to the Commission,
the public likely has an opportunity to comment at those meetings. Cities are also required to
provide updates on projects when they submit their expenditure reports to the Commission and
are required to inform the Commission of any changes to their list of proposed projects. Each of
these efforts to involve the public provides opportunity for transparency and accountability and
provides communities with critical information about changes to their local streets.

The Six Cities Commonly and Appropriately Use Program Funding for Maintenance and
Rehabilitation Projects

We reviewed expenditure data that all cities and counties submitted to the Commission to
identify the most and least common uses of program funds. We found that cities and counties
reported spending 85 percent of total program funds on road maintenance and rehabilitation, as
Figure 7 shows. Similarly, we found that five of the six cities we reviewed spent the majority of
their program funds on road maintenance and rehabilitation. We provide a detailed breakdown of
their spending in Appendix Table A.3, which shows that the six cities in total spent the majority,
or 72 percent, of their program funds on road maintenance and rehabilitation.

The six cities used the remaining program funds for other allowed purposes, such as road safety
projects. For example, Oakland spent some program funds on a traffic-calming program, which
included adding speed bumps and improving crosswalks on city streets. Coronado used all of
its program funds on a complete street components project that created more space and better
visibility for pedestrians on an oceanfront boulevard. In this respect, Coronado is unique among
the cities we reviewed, because its use of program funds has not focused on street rehabilitation
and maintenance. In 2022 Coronado had an overall PCI of 75, which is good and much higher
than the statewide average. Because its pavement conditions are generally good, it has fewer
maintenance needs and can prioritize other types of projects. Under state law, these are all
allowable uses of funds.
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Figure7
Cities and Counties Spent the Majority of Local Streets and Roads Program Funds on Road
Maintenance and Rehabilitation From Fiscal Year 2017-18 Through 2021-22

Safety—4.4%

Complete Street
Components—5.0%

Other—5.3%

Road Maintenance and
Rehabilitation—85.3%

Local Streets
and Roads
Program Funds

Examples of Projects in Each Category
Safety: Installing crosswalks or roundabouts.
Complete Street Components: Adding bicycle lanes and sidewalks to existing roads.
Other: Projects in multiple categories, such as maintenance of streets and new traffic signals.

Road Maintenance and Rehabilitation: Sealing cracks in pavement, removing the top layer
of road and replacing with new asphalt, or other pavement repair.

Source: Commission expenditure data for all cities and counties.

After reviewing a selection of expenditures, we found that each of the cities we
reviewed used program funds appropriately. We obtained accounting reports that
listed each of the project expenditures from fiscal years 2019—20 through 2021-22,
and we ensured that they reconciled to the expenditure amounts that the cities
reported to the Commission. We then reviewed underlying documentation at
each city, such as invoices and staff time charges, to determine how cities used
these funds. For each city, we reviewed supporting documents from a selection of
projects listed in the expenditure report, which enabled us to review approximately
50 percent or more of each city’s program spending. We found that the cities we
reviewed spent all funds on allowable uses, including projects that improved road
conditions or added safety elements. We found no evidence that cities used funds
inappropriately, such as for police or fire services.



CALIFORNIA STATE AUDITOR
Report 2023-124 | April 2024

Further, the six cities have processes and systems in place to ensure that they spend
program funds appropriately. Our testing included examining the processes that
cities use to ensure that they spend funds appropriately. For example, we found that
each city has a separate fund to track program revenues and expenditures, which
ensures that the city does not combine program funding with other funding sources
or misappropriate funds. We also reviewed purchasing and accounting controls that
restrict how city staff can spend program funds. For example, Oakland has a gasoline
tax road maintenance and rehabilitation account that its transportation department
uses to track program funds and ensure that the city spends those funds only on
allowed activities. The city also limits who can spend funds from this account to
ensure that only relevant departments may access funds, such as its Department of
Transportation.

Streets Are Deteriorating Faster Than These Cities Can Improve Them With Available
Program Funds

We found that for the six cities we reviewed, pavement conditions have declined

by 10 percent—from an average PCI of 69 in 2015 to an average PCI of 62 in 2022.
At the time it passed SB1, the Legislature found that cities and counties faced a

$78 billion funding shortfall for adequately maintaining existing streets over the

next decade. In the first six years of the program, from fiscal years 2017-18 through
2022-23, the State provided cities and counties with a total of nearly $7 billion—just
a fraction of the shortfall they faced in 2017. The six cities we reviewed reported

that the program funding they do receive is often not nearly the amount they need

to maintain or improve their street conditions. As Table 4 shows, the cities’ annual
spending for this purpose is significantly lower than the amount they estimate is
needed to improve their road conditions. For example, in 2022 Riverside reported
that it spent $21 million on maintenance and improvements to its roads annually, but
it estimates that it would need to spend $40 million each year to maintain its current
road conditions and $98 million each year to improve its road conditions to a PCI of
7o within five years.

Table 4
Estimated Funding Needed to Improve Road Conditions

TOTAL LANE aTy TOTAL ROAD ESTIMATED ESTIMATED ESTIMATED FUNDING
qary MILES OF POPULATION SPENDING FUNDING NEEDED | FUNDING NEEDED SHORTFALLTO

PAVEMENT IN 2022 TO MAINTAINPCI | TOIMPROVEPCI IMPROVE PCI
Baldwin Park 261 72,000 $2,500,000 $3,300,000 $5,500,000 $3,000,000
Bell 81 34,000 2,000,000 1,200,000 2,500,000 500,000
Coronado 166 24,000 3,200,000 3,200,000 4,200,000 1,000,000
Oakland 2,052 433,000 55,000,000 35,800,000 75,000,000 20,000,000
Riverside 2,203 318,000 21,000,000 40,000,000 98,000,000 77,000,000
Yuba City 525 70,000 1,500,000 12,750,000 21,000,000 19,500,000

Source: State Controller, city reports, and interviews with city management.
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The cities reported that program funding is critical to their ability to mitigate the rate of
deterioration on their streets. As Figure 8 shows, the overall PCI for the six cities that

we reviewed has generally declined since 2015, and some cities’ pavement conditions are
approaching “Poor” condition. For example, Yuba City’s overall pavement network had
an average PCI of 53 in 2022, meaning that the streets are in the “At Risk” category and
potentially in need of a new road surface, also called resurfacing. For context, Yuba City
receives approximately $1.4 million in program funds each year to assist it in maintaining
approximately 525 lane miles of pavement. However, this amount falls far short of the
nearly $13 million it estimates it needs annually to maintain the condition of its streets and
is drastically less than the $21 million needed to improve its streets. The 2023 pavement
assessment report indicated that Yuba City needs to spend $258 million over the next

10 years to bring its street network to a condition that can be maintained with ongoing
preventive maintenance.

Figure 8
Pavement Conditions in the Cities We Reviewed Have Generally Declined Since 2015

Local Streets and Roads Funding Begins

v
100 :
—
= 90
=
[N
=)
&S
=]
()
S & % 80 79
S 18
78 78 78 77 76 76 75 75
7
3] 70 : - : 68 Bell
Ay : 69 Baldwin Park
65 : —— .
'Nﬁ\ : 66 Statewide average local PCl
= 62
== 60 62 \51\ » L 59 59 Riverside
= . 60 58
= 56 : 58
55 : 57 Oakland
53 - 55 55
: 54 54 53
50
o«
oS
S
[~
40
2015 2016 2017 2018 2019 2020 2021 2022

Source: City pavement management system reports, staff estimates, and California Statewide Local Streets and Roads
Needs Assessment.

Note: Baldwin Park used a pavement management system prior to 2020 but does not have confidence in its accuracy. Therefore, we
do not include that information. The city plans to update its PCl information in 2024 but does not have values for 2021, 2022, or 2023.
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Additionally, although Coronado’s 166 lane miles of pavement is in the best condition
of all six cities’ pavement, its PCI has slowly declined since 2015, decreasing from
80 to 75, although the streets are still in the “Good-to-Excellent” category in 2022.
Coronado is currently completing a review of its pavement condition to determine
how much funding it will need to maintain the condition of its pavement and
provided us with an estimate. Of the six cities, Oakland, which has 2,052 lane

miles of pavement, is the only city to have slightly increased its PCI since 2015. In
2015 Oakland had a PCI of 56, which declined to 53 in 2017 before the State began
providing program funding. However, from 2018 to 2022, after the city began
receiving this funding along with more than $350 million in revenues it authorized
from a bond measure, Oakland increased its overall PCI from 55 to 57. Nonetheless,
this PCI indicates that Oakland’s average pavement condition is still categorized as
“At Risk” and in need of resurfacing.

Many cities struggle to maintain their current PCI, and some have identified
additional resources to address the poor condition of their streets. The roads in
Coronado and Bell have generally been in good condition, although they have
declined in recent years, and they have not yet needed to identify additional funding
sources. The four other cities we reviewed—Baldwin Park, Oakland, Riverside, and
Yuba City—do not have good pavement conditions.

In light of these conditions, these four cities have identified and used additional
funding sources, such as sales taxes and bonds, for street repair and maintenance,

or they are considering doing so in the future. For example, Oakland passed a bond
measure in 2016 to, among other things, fund rehabilitation and maintenance

of its streets, and it combines these bond measure funds, an authorized total of

$350 million, with funds from the Local Streets and Roads Program. Riverside stated
that it receives around $2.4 million a year from a countywide transportation sales
tax revenue specifically dedicated to maintaining the city’s streets. Baldwin Park,
according to a city official, receives $1.6 million annually in funding for streets from
three bond measures: a Los Angeles County measure from 1990 and two other

bond measures from 2008 and 2016. Yuba City has not yet passed a tax or bond
measure to fund street repair. In light of its funding challenges, Yuba City is currently
evaluating whether to place a measure on the November 2024 election ballot to
increase sales taxes by 1 percent to collect $14.5 million each year. As a general tax
increase, the city cannot restrict itself to using this funding on its streets. However,

it can use this funding on general government activities, such as public safety,
infrastructure projects, and deferred maintenance, which can include maintenance
of its streets. Despite the additional funding from the program, cities will continue to
struggle to maintain the conditions of their streets.
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The State Controller Has Not Held Cities Accountable

for Maintaining Local Spending on Streets and
Roads

Key Points

« State law authorizes—but does not require—the State Controller to audit cities and
counties to ensure that they are not replacing local spending with program funds. The
State Controller has not performed any audits to ensure that they comply with program
requirements, even though dozens of cities may not have spent sufficient local funds.

« State law does not provide sufficient time for cities and counties to resolve issues
involving insufficient spending of local funds on streets and roads. The one-year
window that state law provides for cities and counties to increase local spending
actually provides only approximately one month for them to do so, which is generally
not possible.

+ The State Controller’s interpretation of state law does not allow it to hold cities
accountable if they do not meet local spending requirements.

The State Controller Has Not Audited Cities or Counties to Ensure That They Maintain Their
Required Local Spending on Streets and Roads

State law requires cities and counties to maintain a minimum level of local spending on their
streets and roads; this minimum level is referred to as maintenance of effort. The law
specifically requires cities and counties to provide the State Controller with an annual report
on all of their spending on streets and roads, and the State Controller reviews that information
to determine whether each city and county has met the maintenance-of-effort requirement. In
addition, state law authorizes—but does not require—the State Controller to perform audits to
ensure that cities and counties are meeting the maintenance-of-effort requirement. State law
establishes penalties for cities and counties that do not meet the requirement: following an
audit, the State Controller must withhold future

funding in an amount up to the amount of funds
that the city or county received during the fiscal Key Elements of Audits
year that was audited.
+ Planning the audit scope.

Although the State Controller performs some « Assessing internal controls.
limited reviews of whether cities and counties are

) . . « Obtaining sufficient and appropriate evidence.
meeting the maintenance-of-effort requirement,

it does not perform formal audits. Typically, a + Conducting supervisory review.
review is substantially less in scope than an audit. - Reporting on the conclusions based on the audit
The text box lists some of the key elements of an objectives and findings.

audit. In December of each year, state law requires
cities and counties to provide the State Controller
with a complete report of the expenditures for

Source: Government auditing standards.

street or road purposes during the preceding
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fiscal year. Instead of using this information to perform an audit, the State Controller
only reviews it. Specifically, its review procedures direct staft to identify the funding
sources of the reported amounts and to assess whether the city or county met the
maintenance-of-effort requirement. The State Controller explained that in some
cases, it will request additional information, such as details about the sources of
funds spent, to inform its review.

When the State Controller identifies a city or county that did not meet its
maintenance-of-effort requirement, the Controller’s practice is to inform the city or
county that it must spend additional funds in the current fiscal year to make up for
the spending shortfall from the prior fiscal year. The State Controller asserts that to
maintain compliance with program requirements, the city or county must spend a
specified additional amount, which the State Controller identifies, during the current
fiscal year. The State Controller noted that its reviews are not audits and cannot be
used as a basis for withholding funding from cities or counties. This is problematic
because without the State Controller conducting audits and withholding funding,
cities or counties may evade their responsibility for maintaining local spending on
streets and roads. We calculated the total amount that cities underspent to meet
their maintenance-of-effort requirements for fiscal year 2020—21 using the results of
the State Controller’s reviews. We found that the total amount that cities underspent
was nearly $10.7 million, or about 1 percent of the nearly $950 million that all cities in
the State were required to spend to meet their maintenance-of-effort requirement for
that fiscal year.

Although the State Controller performed reviews of cities and counties and identified
instances of potential noncompliance, it did not take additional steps to enforce state
law. As Table 5 shows, for fiscal years 2017-18 through 202122, the State Controller
sent 168 notices of potential noncompliance to cities and counties that spent less
local funding than required.* Although these notices flag potential noncompliance,
the cities and counties still have an opportunity to increase their spending of local
funds during the following, or second, fiscal year to make up for the amount they
underspent. The State Controller did not send notices to the same county twice.
However, in 27 instances across 21 cities, the State Controller identified potential
noncompliance in the same city two years in a row, indicating that those cities did
not make up in the second year for their noncompliance in the first year. In fact, the
State Controller sent a notice of potential noncompliance to five cities for each year
across four fiscal years, indicating continual noncompliance. For fiscal year 202021,
the shortfall in local spending that the State Controller identified for these five cities
was more than $1.6 million. However, the State Controller did not follow up on its
reviews by conducting audits of any of these cities. As a result, it has not withheld any
funds from cities that it suspects have not met the maintenance-of-effort requirement.

4 For fiscal year 201920, the Legislature suspended the maintenance-of-effort requirement.
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Table 5
The State Controller Notified Numerous Cities and Counties of Their Potential Noncompliance
With the Maintenance-of-Effort Requirement

NOTIFICATIONS OF POTENTIAL NONCOMPLIANCE
S NONCOMPLIANCE TWO YEARS IN A ROW

2017-18 67 0
2018-19 47 19
2019-20 * *
2020-21 10 0
2021-22 44 8

Total 168 27

Source: State Controller.

Note: The State Controller sent notices to four counties in fiscal year 2017-18 and to one county in fiscal year 2021-22.
It sent the remaining notices to cities.

* For fiscal year 2019-20, the Legislature suspended the maintenance-of-effort requirement.

We determined that the six cities we reviewed recently met the maintenance-of-
effort requirement. We reviewed the local expenditures that the cities reported to
the State Controller for fiscal year 2020-21 to allow for further analysis if any did not
meet the requirement in that year. Specifically, we reviewed accounting records to
determine whether the cities reported local expenditures as required, and whether
the level of that the spending was sufficient to meet the requirement.

The State Controller explained that it plans to conduct more reviews in 2024, and it
agreed that conducting audits would be preferable to conducting reviews. The State
Controller identified insufficient staffing as a significant challenge to its conducting
audits for the Local Streets and Roads Program. In fiscal year 201819, the State
Controller received funding for three permanent positions for conducting program
reviews and four two-year limited-term positions that expired in June 2020 to
conduct field audits. The State Controller reported that with these seven staff
members, it was able to do all of the following: calculate the maintenance-of-effort
amounts for each city and county, create road maintenance program guidelines
specific to its oversight responsibilities, collaborate with the Commission on program
implementation, perform desk reviews of the maintenance-of-effort requirement

for 435 cities and 28 counties, and begin conducting field audits of 65 cities and
counties potentially not meeting requirements. In January 2020, the State Controller
submitted a request to make permanent the four limited-term staff positions in order
to continue the audits. However, staff explained that the State Controller withdrew
this request due to the pandemic. The State Controller noted that it would need
approximately six to eight additional staff members to enable it to conduct the audits,
for a total of nine to 11 full-time auditors compared to the three it has now.
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State Law Does Not Provide Sufficient Time for Cities to Resolve Maintenance-of-Effort
Issues

State law provides a limited window for cities and counties to make up shortfalls in
meeting the maintenance-of-effort requirement: they must spend additional local
funds in a second fiscal year after a first fiscal year in which they did not meet the
requirement. If they do not make up the shortfall in that second fiscal year, state law
allows the State Controller to withhold program funds. However, the process for
the State Controller to receive data from the cities and counties and then determine
whether they met the requirement takes many months. This means that by the time
the State Controller has made its determination and notified the city or county of
the shortfall, there remains only about a month for the city or county to increase

its spending.

On or before December 1—five months into the fiscal year—the State Controller
generally receives data on city and county spending from the most recently
completed fiscal year, in part because cities and counties must close their accounting
records after the June 30 end of the fiscal year. Prior to 2019, state law required
cities and counties to provide this data in October, but the State revised the date

to December that year, which provided cities with more time to submit accurate
and complete reports. The State Controller begins reviewing this data to determine
whether the cities and counties met the maintenance-of-effort requirement. The
State Controller’s review of cities’ and counties’ compliance with the requirement
for fiscal year 2021—22 took roughly six months to complete and comprised reviews
for the more than 480 cities and 58 counties in the State. The State Controller’s
activities during this time frame included sending notices of potential noncompliance
to the cities and counties. However, when the State Controller sent the notices in
the end of May 2023, there was just over one month remaining in the second fiscal
year. As a result of this timing, the State Controller was asking cities to plan and
approve additional spending in a very short period of time. For example, in the

end of May 2023, the State Controller notified the city of Fontana of its potential
noncompliance with the maintenance-of-effort requirement for fiscal year 2021—22
and specified that the city would need to spend approximately $256,000 in local
funds on purposes related to streets and roads on or before June 30, 2023, to satisfy
the requirement. The State Controller’s notice provided only a little more than one
month for Fontana to spend a substantial amount from its discretionary funding
sources before the end of the second fiscal year.

In general, cities need months to plan and approve additional spending for
transportation. For example, in response to these notifications, cities would need to
identify and secure a new funding source—such as by delaying another project and
transferring those funds to a streets project—then develop a budget change proposal,
get that proposal approved by the city council during a public meeting, and spend
the additional funds. Cities indicated that completing these steps could take several
months or more.

We did not identify concerns with the length of time it took the State Controller to
review city and county spending and send the notifications because there is a large
volume of data to review and the State Controller has limited staffing resources.
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In order to appropriately hold cities and counties accountable for not meeting the
maintenance-of-effort requirement, we believe that they need an additional fiscal year
after the State Controller completes its reviews to make up for insufficient local spending.

The State Controller’s Interpretation of State Law Reduces Its Likelihood of Holding Cities
Accountable for Insufficient Local Spending

The State Controller has interpreted the law in a way that allows cities to continue

to receive program funds even though some cities continually fail to meet the
maintenance-of-effort requirement. According to the State Controller, as long as a

city spends enough local funds to make up for the shortfall in a previous year, that

city is complying with the program requirements and state law. The State Controller
maintains this position even when cities continue to appear noncompliant with

the maintenance-of-effort requirement year after year. For example, if a city has a
maintenance-of-effort requirement of $1 million each year, but in Year 1 it only spent
$700,000, the State Controller would identify the city as having incurred a shortfall

of $300,000 in local spending on streets and roads. In Year 2, the city could spend

$1 million, but the State Controller would count the first $300,000 as covering the prior
year’s shortfall and would count the remaining $700,000 toward the city’s $1 million
maintenance-of-effort requirement for Year 2. This means the city would still have a
$300,000 shortfall, which would carry over into Year 3. In effect, the State Controller’s
interpretation of the law allows this deficit to roll forward indefinitely, and the State
Controller would not hold cities accountable for these shortfalls as long as the cities
continued to spend some local funds on streets and roads. The State Controller noted that
this practice of rolling shortfalls into the next fiscal year without withholding funds is how
it conducted a different program, now defunct, that had similar statutory language related
to maintaining local spending.

However, in the view of our legal staff, the State Controller’s interpretation of the law is
contrary to its plain meaning. State law requires that the amount of local funding meet the
maintenance-of-effort requirement over a two-year period, to total the amount that the
city or county should have spent during those two years. Whether the State Controller
conducts reviews or audits, its staff has indicated that the standard used to determine
whether a city or county has met its obligations for local spending on streets and roads is
the rolling approach just described. In the above example, the State Controller should have
withheld program funds from that city in Year 3 after conducting an audit, rather than
allow the city to continue to receive full funding from the program.

Finally, the State Controller’s interpretation of state law’s ambiguity may lead to cities or
counties losing their entire allocation, which we do not believe is an appropriate remedy
for cities and counties that do not meet the maintenance-of-effort requirement. State law
requires cities and counties to meet the requirement to remain eligible for the program,
and the State Controller to withhold funds up to the amount they received from the
program. The State Controller has interpreted the law to mean that it must withhold all
program funds from cities and counties its audits find did not meet the maintenance

of effort requirement. We consider this approach overly punitive, as the penalty for
underspending local funds should be a withholding in the amount of that underspending
and no more.
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Recommendations

The following are the recommendations we made as a result of our audit.
Descriptions of the findings and conclusions that led to these recommendations are
available in the sections of this report.

Legislature

To allow cities and counties that do not meet the maintenance-of-effort requirement
enough time to plan and budget for additional local spending on streets and roads
projects, the Legislature should amend state law to allow cities and counties two
fiscal years, instead of one, to make up their shortfalls.

To ensure that cities and counties are appropriately held accountable to the
maintenance-of-effort requirement, the Legislature should amend state law to
clarify that the State Controller should only withhold an amount of program funds
equivalent to the local underspending that its audits have found.

State Controller

To ensure that it holds cities and counties accountable to state law and that they

are not supplanting local spending with program funds, by October 2024, the State
Controller should begin auditing cities and counties that it identifies as at risk of not
meeting the maintenance-of-effort requirement. It should withhold program funds
in the amount prescribed by law from cities and counties that it concludes have not
complied with the requirement.

To ensure that it holds cities and counties accountable to state law and that they are
not continuing to supplant local spending with program funds, the State Controller
should by October 2024 revise its practice to only allow cities or counties to violate
the requirement for two fiscal years, rather than continually, as under its current
practice. After two years’ noncompliance, the State Controller should withhold
program funds in accordance with state law.
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Other Areas We Reviewed

The Joint Legislative Audit Committee (Audit Committee) requested that we
determine whether state entities provided flexibility to cities and counties on the
use of streets and roads program funding during the pandemic, the extent of any
actions taken, and whether these state entities are still providing such flexibility. To
address this objective, we reviewed actions taken by the State Controller and the
Commission, and we assessed whether the pandemic affected any of the selected
six cities’ administration of program funds.

State Entities Moved Program Deadlines in Response to the Pandemic

The Commission adjusted program deadlines during the pandemic in response

to concerns from cities and counties. In spring of 2020, near the beginning of

the Statewide Emergency and stay-at-home order, cities and counties would have
normally submitted information to the Commission to become eligible for program
funding. However, the Commission explained that it performed outreach to cities
and counties and received prevailing feedback that they would find it difficult to meet
these program deadlines. To account for potential delays caused by the stay-at-home
order, the Commission moved its deadline for receiving the submissions from

May 1, 2020, to July 15, 2020. The Commission also extended the due date for
submitting expenditure reports from October 1, 2020, to December 1, 2020. In
March 2021, the Commission adopted the extended due dates on an ongoing

basis by shifting the submission deadline to July 1 and the expenditure-reporting
deadline to December 1. The Commission explained that it developed these

changes in consultation with cities, counties, the State Controller, and other
transportation stakeholders, and that stakeholders believed the new schedule to
better align with annual budget adoption and financial reporting. The six cities we
interviewed indicated that the Commission provided them with sufficient support
to manage pandemic-related challenges, including by changing its submission and
expenditure-reporting deadlines.

Six Cities We Reviewed Faced Varying Challenges and Made Adjustments to Respond to
the Pandemic

Four of the six cities we reviewed—Bell, Coronado, Oakland, and Yuba City—
indicated that the pandemic ultimately presented minimal or no barriers to
completing their planned projects. For example, although Oakland reported a
decrease in sales tax revenue because of the pandemic, the federal aid it received
was sufficient to cover the city’s shortfall, so Oakland did not need to make funding
cuts to its streets and roads program projects. Coronado explained that although it
faced some delays for reasons that included staff illness and turnover, the delays were
minor and the city was able to complete its one project underway at the time within
the anticipated schedule. Bell stated that it experienced no delays in constructing or
designing projects, whereas Yuba City explained that supply-chain issues resulting
from the pandemic caused its one project about a one-month delay.
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In contrast, the other two cities we reviewed—Baldwin Park and Riverside—
described experiencing delays and challenges in completing their projects. For
instance, Baldwin Park noted that the two biggest impacts were shortages in labor
and materials and that supply-chain issues made it difficult to obtain essential
electrical equipment for traffic signal and streetlight projects. Riverside also noted
difficulty because of inflation and supply-chain disruptions and explained that the
city adjusted by choosing to fund less expensive projects.

We conducted this performance audit in accordance with generally accepted
government auditing standards and under the authority vested in the California State
Auditor by Government Code sections 8543 et seq. Those standards require that we
plan and perform the audit to obtain sufficient, appropriate evidence to provide a
reasonable basis for our findings and conclusions based on the audit objectives. We
believe that the evidence obtained provides a reasonable basis for our findings and
conclusions, based on our audit objectives.

Respectfully submitted,

e

GRANT PARKS
California State Auditor

April 4, 2024

Staff: Laura G. Kearney, Deputy State Auditor
Jim Adams, Senior Auditor
Michael Henson
Kent Casimir
Kyler Campion

Legal Counsel: Rick Weisberg
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The State Controller distributes funding to eligible cities and counties throughout
the State. To do so, it uses information on the number of registered vehicles and road
miles in counties and census data on the population in cities. Specifically, the State

Controller must proportionally distribute the funds available to cities according to each

city’s proportion of the population of all cities in the State. For example, if a city has

1 percent of the total population of all cities in the State, the State Controller would
distribute 1 percent of available funds to that city. For counties, the State Controller
must distribute three-quarters of the funding according to each county’s proportion
of all registered vehicles in the State. The law then requires the State Controller to
proportionally distribute the remaining quarter of county funding to each county
according to the number of miles of maintained county roads in each county in
proportion to all miles of maintained county roads in the State. Tables A.1 and A.2 list
the program funds that the State Controller allocated to cities and counties for fiscal
year 2022—23, along with applicable information on the number of registered vehicles,

road miles, and population data.

Table A.1

Fiscal Year 2022-23 Local Streets and Roads Program Payments and Population Data for Cities

cTy POPULATION TOTAL PAYMENTS

Adelanto
Agoura Hills
Alameda
Albany
Alhambra
Aliso Viejo
Alturas
Amador
American Canyon
Anaheim
Anderson
Angels City
Antioch

Apple Valley
Arcadia

Arcata

Arroyo Grande

Artesia

36,662
20,238
78,815
22,420
82,616
51,848
2,726
200
21,658
345,866
11,164
3,651
115,327
76,008
56,894
18,592
18,335
16,488

$818,205
451,662
1,758,955
500,359
1,843,783
1,157,118
60,838
4,464
483,353
7,718,868
249,153
81,481
2,573,812
1,696,309
1,269,732
414,927
409,192
367,971

continued on next page ...
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Arvin 19,749 440,749
Atascadero 30,781 686,955
Atherton 6,981 155,799
Atwater 31,751 708,603
Auburn 13,781 307,558
Avalon 3,444 76,862
Avenal 13,699 305,728
Azusa 50,461 1,126,164
Bakersfield 408,865 9,124,849
Baldwin Park 72,057 1,608,133
Banning 30,877 689,098
Barstow 25,533 569,833
Beaumont 54,690 1,220,545
Bell 34,144 762,009
Bell Gardens 39,416 879,667
Bellflower 78,880 1,760,405
Belmont 28,125 627,680
Belvedere 2,123 47,380
Benicia 27,087 604,514
Berkeley 126,841 2,830,775
Beverly Hills 32,709 729,983
Big Bear Lake 5,047 112,636
Biggs 1,963 43,809
Bishop 3,869 86,346
Blue Lake 1,204 26,870
Blythe 18,586 414,793
Bradbury 920 20,532
Brawley 26,952 601,502
Brea 47,221 1,053,855
Brentwood 64,342 1,435,953
Brisbane 4,853 108,307
Buellton 5,150 114,935
Buena Park 84,265 1,880,585
Burbank 107,202 2,392,482
Burlingame 31,253 697,489
Calabasas 23,232 518,480
Calexico 38,724 864,223
California City 15,014 335,075
Calimesa 10,899 243,239
Calipatria 6,611 147,541
Calistoga 5218 116,453
Camarillo 70,755 1,579,075
Campbell 43,886 979,426
Canyon Lake 11,069 247,033

Capitola 9,853 219,894
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Carlsbad
Carmel-by-the-Sea
Carpinteria
Carson
Cathedral City
Ceres
Cerritos
Chico

Chino

Chino Hills
Chowchilla
Chula Vista
Citrus Heights
Claremont
Clayton
Clearlake
Cloverdale
Clovis
Coachella
Coalinga
Colfax
Colma
Colton
Colusa
Commerce
Compton
Concord
Corcoran
Corning
Corona
Coronado
Corte Madera
Costa Mesa
Cotati
Covina
Crescent City
Cudahy
Culver City
Cupertino
Cypress

Daly City
Dana Point
Danville

Davis

115,585
3,163
13,155
93,858
51,840
48,998
49,376
102,892
91,998
78,472
19,294
276,785
87,715
37,448
11,064
16,875
9,007
123,665
42,158
18,067
2,042
1,457
53,822
6,383
12,378
96,120
125,559
22,047
8,231
156,778
23,578
10,195
112,492
7,580
51,315
6,748
22,779
40,451
60,557
50,390
104,867
33,162
43,664
64,869

2,579,569
70,590
293,587
2,094,677
1,156,940
1,093,513
1,101,949
2,296,293
2,053,166
1,751,300
430,594
6,177,152
1,957,580
835,746
246,921
376,608
201,014
2,759,895
940,862
403,210
45,572
32,517
1,201,173
142,453
276,246
2,145,159
2,802,164
492,034
183,695
3,498,895
526,202
227,527
2,510,541
169,167
1,145,223
150,599
508,371
902,766
1,351,481
1,124,579
2,340,370
740,093
974,472
1,447,715

continued on next page ...
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Del Mar 3,941 87,953
Del Rey Oaks 1,577 35,195
Delano 51,577 1,151,070
Desert Hot Springs 32,569 726,859
Diamond Bar 54,971 1,226,816
Dinuba 25,127 560,772
Dixon 19,083 425,885
Dorris 859 19,171
Dos Palos 5,794 129,308
Downey 113,951 2,543,103
Duarte 21,677 483,777
Dublin 74,211 1,656,205
Dunsmuir 1,705 38,051
East Palo Alto 30,043 670,485
Eastvale 69,929 1,560,641
El Cajon 106,171 2,369,472
El Centro 44,822 1,000,315
El Cerrito 25,941 578,939
El Monte 109,133 2,435,577
El Paso de Robles 31,362 699,922
El Segundo 17,298 386,048
Elk Grove 176,972 3,949,574
Emeryville 12,689 283,187
Encinitas 61,515 1,372,862
Escalon 7,439 166,020
Escondido 150,861 3,366,842
Etna 684 15,265
Eureka 26,977 602,059
Exeter 10,354 231,076
Fairfax 7,590 169,390
Fairfield 120,506 2,689,394
Farmersville 10,384 231,745
Ferndale 1,393 31,088
Fillmore 16,469 367,547
Firebaugh 8,439 188,337
Folsom 84,592 1,887,883
Fontana 212,809 4,749,367
Fort Bragg 7,153 159,637
Fort Jones 694 15,488
Fortuna 12,521 279,438
Foster City 33,697 752,033
Fountain Valley 57,166 1,275,803
Fowler 6,962 155,375
Fremont 229,923 5,131,309

Fresno 543,660 12,133,138



ary POPULATION TOTAL PAYMENTS

Fullerton

Galt

Garden Grove
Gardena
Gilroy
Glendale
Glendora
Goleta
Gonzales
Grand Terrace
Grass Valley
Greenfield
Gridley

Grover Beach
Guadalupe
Gustine

Half Moon Bay
Hanford
Hawaiian Gardens
Hawthorne
Hayward
Healdsburg
Hemet
Hercules
Hermosa Beach
Hesperia
Hidden Hills
Highland
Hillsborough
Hollister
Holtville
Hughson
Huntington Beach
Huntington Park
Huron
Imperial
Imperial Beach
Indian Wells
Indio

Industry
Inglewood
lone

Irvine

Irwindale

144,383
25,467
172,046
60,923
59,975
195,955
52,506
32,695
8,536
13,142
13,617
19,634
7,325
12,755
8,544
6,078
11,755
58,299
13,950
88,017
163,965
11,306
89,646
26,091
19,716
100,324
1,738
56,934
11,377
42,554
5,565
7,495
198,465
54,720
6,170
21,513
26,508
4,762
89,137
438
108,544
8,888
310,250
1,501

CALIFORNIA STATE AUDITOR

3,222,269
568,360
3,839,638
1,359,650
1,338,493
4,373,228
1,171,803
729,671
190,502
293,297
303,898
438,182
163,476
284,660
190,681
135,646
262,342
1,301,089
311,329
1,964,320
3,659,291
252,322
2,000,676
582,286
440,012
2,238,982
38,788
1,270,625
253,906
949,699
124,197
167,270
4,429,245
1,221,214
137,699
480,117
591,593
106,276
1,989,316
9,775
2,422,432
198,358
6,924,008
33,499
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Isleton 795 17,742
Jackson 5,071 113,172
Jurupa Valley 105,384 2,351,909
Kerman 16,639 371,341
King City 13,378 298,564
Kingsburg 12,506 279,103
La Cafiada Flintridge 20,547 458,558
La Habra 62,781 1,401,116
La Habra Heights 5,656 126,228
La Mesa 60,481 1,349,785
La Mirada 49,247 1,099,070
La Palma 15,584 347,796
La Puente 38,019 848,489
La Quinta 37,860 844,941
La Verne 32,892 734,068
Lafayette 25,423 567,378
Laguna Beach 23,004 513,392
Laguna Hills 31,391 700,569
Laguna Niguel 64,538 1,440,328
Laguna Woods 17,757 396,292
Lake Elsinore 71,615 1,598,269
Lake Forest 86,775 1,936,602
Lakeport 4,999 111,565
Lakewood 82,317 1,837,111
Lancaster 176,499 3,939,018
Larkspur 13,072 291,735
Lathrop 31,331 699,230
Lawndale 31,788 709,429
Lemon Grove 27,315 609,603
Lemoore 27,058 603,867
Lincoln 51,252 1,143,817
Lindsay 12,697 283,365
Live Oak 9,394 209,651
Livermore 87,694 1,957,112
Livingston 14,410 321,595
Lodi 66,570 1,485,677
Loma Linda 25,349 565,727
Lomita 20,937 467,262
Lompoc 44,394 990,764
Long Beach 464,176 10,359,253
Loomis 6,814 152,072
Los Alamitos 11,896 265,489
Los Altos 31,667 706,729
Los Altos Hills 8,503 189,766

Los Angeles 3,896,077 86,950,739
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Los Banos 46,639 1,040,866
Los Gatos 33,566 749,110
Loyalton 738 16,470
Lynwood 68,575 1,530,423
Madera 65,843 1,469,452
Malibu 10,739 239,668
Mammoth Lakes 7,365 164,368
Manhattan Beach 35,472 791,647
Manteca 86,859 1,938,477
Maricopa 1,025 22,875
Marina 21,782 486,120
Martinez 37,537 837,732
Marysville 13,189 294,346
Maywood 25,135 560,951
McFarland 14,178 316,418
Mendota 12,587 280,910
Menifee 106,627 2,379,649
Menlo Park 34,157 762,299
Merced 89,058 1,987,553
Mill Valley 14,121 315,146
Millbrae 23,328 520,623
Milpitas 82,014 1,830,348
Mission Viejo 93,665 2,090,370
Modesto 219,025 4,888,093
Monrovia 37,861 844,963
Montague 1,230 27,451
Montclair 38,063 849,471
Monte Sereno 3,489 77,866
Montebello 62,674 1,398,728
Monterey 28,460 635,156
Monterey Park 61,057 1,362,640
Moorpark 36,211 808,139
Moraga 17,272 385,468
Moreno Valley 209,407 4,673,443
Morgan Hill 46,451 1,036,671
Morro Bay 10,550 235,450
Mount Shasta 3,244 1,871,636
Mountain View 83,864 72,398
Murrieta 111,183 2,481,328
Napa 77,620 1,732,285
National City 61,471 1,371,880
Needles 4,930 110,025
Nevada City 3,349 74,741
Newark 47,414 1,058,162

continued on next page ...
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Newman 12,356 275,755
Newport Beach 85,156 1,900,470
Norco 26,659 594,963
Norwalk 103,416 2,307,988
Novato 53,140 1,185,953
Oakdale 23,177 517,253
Oakland 433,144 9,666,696
Oakley 44,533 993,866
Oceanside 173,048 3,862,001
Ojai 7,655 170,841
Ontario 179,516 4,006,350
Orange 139,595 3,115,413
Orange Cove 9,618 214,650
Orinda 19,520 435,638
Orland 8,267 184,499
Oroville 19,931 444,810
Oxnard 201,649 4,500,304
Pacific Grove 14,961 333,892
Pacifica 38,682 863,286
Palm Desert 50,889 1,135,716
Palm Springs 44,397 990,831
Palmdale 169,330 3,779,024
Palo Alto 68,500 1,528,749
Palos Verdes Estates 13,355 298,050
Paradise 7,705 171,956
Paramount 53,483 1,193,607
Parlier 14,569 325,144
Pasadena 139,788 3,119,720
Patterson 24,370 543,878
Perris 78,890 1,760,628
Petaluma 59,816 1,334,944
Pico Rivera 62,150 1,387,033
Piedmont 11,259 251,273
Pinole 18,934 422,560
Pismo Beach 8,048 179,611
Pittsburg 76,242 1,701,532
Placentia 51,812 1,156,315
Placerville 10,811 241,275
Pleasant Hill 34,510 770,177
Pleasanton 79,741 1,779,621
Plymouth 1,069 23,857
Point Arena 460 10,266
Pomona 152,249 3,397,819
Port Hueneme 22,196 495,359

Porterville 62,651 1,398,214
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Portola

Portola Valley
Poway

Rancho Cordova
Rancho Cucamonga
Rancho Mirage

Rancho Palos Verdes

Rancho Santa Margarita

Red Bluff
Redding
Redlands
Redondo Beach
Redwood City
Reedley

Rialto
Richmond
Ridgecrest

Rio Dell

Rio Vista

Ripon
Riverbank
Riverside
Rocklin
Rohnert Park
Rolling Hills Estates
Rosemead
Roseville

Ross
Sacramento
Salinas

San Anselmo
San Bernardino
San Bruno

San Buenaventura
San Carlos

San Clemente
San Diego

San Dimas

San Fernando
San Francisco
San Gabriel
San Jacinto
San Joaquin

San Jose

2,100
4,439
48,759
80,359
174,476
16,804
42,328
47,949
14,823
93,836
72,863
70,242
83,481
24,982
104,139
115,894
28,061
3,387
9,990
15,979
24,809
317,847
71,663
44,063
8,289
51,121
151,034
2,335
520,264
161,577
12,776
223,445
44,015
110,063
30,748
64,148
1,380,448
34,942
23,648
873,965
39,463
54,593
3,699
1,015,826
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46,867
99,067
1,088,180
1,793,413
3,893,870
375,023
944,656
1,070,102
330,812
2,094,186
1,626,121
1,567,627
1,863,088
557,536
2,324,123
2,586,466
626,252
75,589
222,952
356,611
553,675
7,093,554
1,599,340
983,376
184,990
1,140,893
3,370,703
52,111
11,610,997
3,605,996
285,129
4,986,736
982,305
2,456,332
686,219
1,431,624
30,808,163
779,818
527,765
19,504,723
880,716
1,218,380
82,552
22,670,707

continued on next page ...

Report 2023-124

April 2024

45



46 CALIFORNIA STATE AUDITOR
April 2024 | Report 2023-124

Ty POPULATION TOTAL PAYMENTS

San Juan Bautista 2,093 46,711
San Juan Capistrano 34,988 780,845
San Leandro 90,852 2,027,590
San Luis Obispo 47,653 1,063,496
San Marcos 94,118 2,100,479
San Marino 12,551 280,107
San Mateo 105,751 2,360,099
San Pablo 32,204 718,713
San Rafael 61,502 1,372,572
San Ramon 84,595 1,887,950
Sand City 372 8,302
Sanger 26,577 593,132
Santa Ana 310,410 6,927,578
Santa Barbara 87,476 1,952,247
Santa Clara 130,127 2,904,111
Santa Clarita 229,015 5,111,045
Santa Cruz 64,731 1,444,635
Santa Fe Springs 18,763 418,743
Santa Maria 109,910 2,452,918
Santa Monica 93,331 2,082,916
Santa Paula 30,892 689,433
Santa Rosa 178,020 3,972,963
Santee 59,340 1,324,321
Saratoga 31,204 696,396
Sausalito 7114 158,767
Scotts Valley 12,288 274,238
Seal Beach 25,242 563,339
Seaside 32,708 729,961
Sebastopol 7,522 167,872
Selma 24,717 551,622
Shafter 20,486 457,197
Shasta Lake 10,336 230,674
Sierra Madre 11,179 249,487
Signal Hill 11,763 262,521
Simi Valley 126,151 2,815,376
Solana Beach 12,897 287,829
Soledad 27,602 616,008
Solvang 5,820 129,888
Sonoma 10,779 240,560
Sonora 5,199 116,029
South El Monte 19,668 438,941
South Gate 93,259 2,081,309
South Lake Tahoe 21,425 478,153
South Pasadena 26,964 601,769

South San Francisco 66,279 1,479,182



ary POPULATION TOTAL PAYMENTS

St. Helena
Stanton
Stockton
Suisun City
Sunnyvale
Susanville
Sutter Creek
Taft

Tehachapi
Tehama
Temecula
Temple City
Thousand Oaks
Tiburon
Torrance

Tracy

Trinidad
Truckee

Tulare

Tulelake
Turlock

Tustin
Twentynine Palms
Ukiah

Union City
Upland
Vacaville
Vallejo

Vernon
Victorville

Villa Park
Visalia

Vista

Walnut

Walnut Creek
Wasco
Waterford
Watsonville
Weed

West Covina
West Hollywood
West Sacramento
Westlake Village

Westminster

5,454
39,275
323,456
29,460
156,234
16,110
2,643
8,697
13,062
435
109,925
36,531
126,618
9,127
146,863
94,538
307
17,100
69,462
901
72,085
80,399
27,685
16,604
70,037
79,139
102,294
125,791
211
136,561
5,863
142,091
100,291
28,438
70,303
27,116
9,099
51,776
2,902
109,607
35,697
52,837
8,147
90,998

CALIFORNIA STATE AUDITOR

121,720
876,520
7,218,733
657,474
3,486,754
359,535
58,985
194,095
291,511
9,708
2,453,252
815,281
2,825,799
203,692
3,277,617
381,629
2,109,853
6,851
1,550,219
20,108
1,608,758
1,794,306
617,860
370,560
1,563,051
1,766,185
2,282,947
2,807,342
4,709
3,047,702
130,848
3,171,117
2,238,245
634,665
1,568,988
605,162
203,067
1,155,511
64,765
2,446,155
796,668
1,179,190
181,821
2,030,849
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Westmorland 2,020 45,081
Wheatland 3,720 83,021
Whittier 87,931 1,962,401
Wildomar 36,720 819,499
Williams 5,563 124,152
Willits 4,947 110,405
Willows 6,427 143,435
Windsor 26,211 584,964
Winters 7,422 165,641
Woodlake 7,648 170,684
Woodland 60,137 1,342,108
Woodside 5,309 118,484
Yorba Linda 68,095 1,519,711
Yountville 2,989 66,707
Yreka 7,781 173,653
Yuba City 70,181 1,566,265
Yucaipa 54,770 1,222,330
Yucca Valley 21,813 486,812
Total 33,086,089 $738,399,140

Source: State Controller, U.S. Census, and Department of Finance.

Table A.2
Fiscal Year 2022-23 Local Streets and Roads Program Payments and Funding Distribution
Data for Counties

COUNTY REGISTERED VEHICLES ROAD MILES TOTAL PAYMENTS

Alameda 1,238,164 $21,880,667
Alpine 2,567 135 424,781
Amador 59,203 410 2,136,375
Butte 212,495 1,272 7,141,740
Calaveras 77,876 690 3,231,631
Colusa 31,084 706 2,526,095
Contra Costa 1,002,481 658 18,475,633
Del Norte 27,912 300 1,309,973
El Dorado 227,849 1,084 6,823,216
Fresno 851,344 3,479 23,961,796
Glenn 38,235 859 3,070,112
Humboldt 144,819 1,201 5,808,639
Imperial 213,694 2,571 10,797,518
Inyo 29,212 1,096 3,578,105
Kern 768,203 3,318 22,158,670
Kings 118,397 927 4,582,326
Lake 87,720 616 3,192,941

Lassen 35,938 879 3,078,181



COUNTY REGISTERED VEHICLES ROAD MILES TOTAL PAYMENTS

Los Angeles
Madera
Marin
Mariposa
Mendocino
Merced
Modoc
Mono
Monterey
Napa
Nevada
Orange
Placer
Plumas
Riverside
Sacramento
San Benito
San Bernardino
San Diego
San Francisco
San Joaquin
San Luis Obispo
San Mateo
Santa Barbara
Santa Clara
Santa Cruz
Shasta
Sierra
Siskiyou
Solano
Sonoma
Stanislaus
Sutter
Tehama
Trinity
Tulare
Tuolumne
Ventura
Yolo

Yuba

Total

7,506,219
152,702
228,140
27,347
111,637
247,964
14,221
17,554
391,961
138,989
125,239
2,786,058
449,549
32,797
2,095,022
1,346,188

70,462

1,889,429

2,879,878
444,424
704,107
302,201
660,072
394,400

1,541,813
245,780
208,771

6,111
63,958
410,548
509,888
508,040
106,086
74,231
18,593
417,126
77,244
779,707
201,915
75,867
33,429,431

3,289
1,496
422
561
1,018
1,755
983
679
1,263
419
560
328
1,057
681
2,211
2,215
449
2,560
1,947
944
1,643
1,349
316
832
623
595
1,179
393
1,354
576
1,369
1,509
754
1,086
693
2,965
609
543
752
661
65,311

134,136,357
6,753,999
4,979,280
2,036,286
4,734,081
9,060,122
3,012,110
2,210,420

10,061,599
3,489,990
3,669,923

46,681,092

10,369,524
2,468,106

40,831,385

28,556,239
2,431,885

38,581,892

53,185,561

10,154,215

16,304,973
8,810,295

11,725,437
8,880,066

27,266,218
5,770,060
6,799,105
1,208,282
4,901,802
8,468,079

12,310,508

12,695,131
3,899,853
4,306,546
2,265,202

15,281,903
2,997,162

14,428,715
5,396,709
3,100,628

$738,399,140

Report 2023-124

Source: State Controller, California Department of Transportation, and California Department of Motor Vehicles.

Note: Because the number of registered vehicles changes over time, and the amounts distributed are calculated monthly,
the total amount distributed cannot be derived exactly from the information presented here.
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Project Details for the Six Cities We Reviewed

The six cities we reviewed generally spent program funds on road maintenance and
rehabilitation projects, as Table A.3 shows. These rehabilitation projects include
sealing cracks in pavement and replacing the top layer of roads with new asphalt.
Cities that used program funds to fund complete street projects undertook projects
such as adding bike lanes and sidewalks to existing roads. Table A.4 provides
additional detail about the specific projects that these six cities funded. Many of
these projects are located in disadvantaged communities.

TableA.3
The Cities We Reviewed Generally Spent the Majority of Local Streets and Roads Program Funds
on Maintenance and Rehabilitation

EXPENDITURE | ROAD MAINTENANCE | - CSTREETS SAFETY NUMBER OF
CATEGORY | &REHABILITATION COMPONENTS PROJECTS
Baldwin Park $4,428,000 50 $850,000 50 $5,278,000
Bell 2,591,000 0 0 0 2,591,000 3
Coronado 0 0 466,000 0 466,000 1
Oakland 24,335,000 5,216,000 0 78,000 29,629,000 9
Riverside* 4,599,000 7,422,000 0 0 12,021,000 7
Yuba City 541,000 0 0 0 541,000 2
Total $36,494,000 $12,638000  $1,316000  $78,000  $50,526,000 33
Percentage 72.2% 25.0% 2.6% 0.2% NA NA

EXAMPLES OF PROJECTS IN EACH CATEGORY

Road Maintenance: Sealing cracks in pavement.

Road Rehabilitation: Removing the top layer of road and replacing with new asphalt.
Complete Street Components: Adding bicycle lanes and sidewalks to existing roads.
Safety: Installing new LED street lights.

Other: Projects in multiple categories, such as road maintenance and rehabilitation and traffic control devices.

Source: Expenditure reports from fiscal years 2017-18 through 2021-22 provided by the Commission.
Note: Some cities included multiple street segments in a single maintenance and rehabilitation project.

* We reviewed Riverside’s reporting and found that most of the projects it listed in the ‘other’ category were in fact road
maintenance and rehabilitation projects. As a result, we consider the majority of Riverside’s program spending to be for
maintenance and rehabilitation.



Table A.4
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Cities We Reviewed Spent Local Streets and Roads Program Funds on a Variety of Projects From
Fiscal Years 2017-18 Through 2021-22

ary

Baldwin
Park

Baldwin
Park

Baldwin
Park

Baldwin
Park

Baldwin
Park

Baldwin
Park

Baldwin
Park

Baldwin
Park
Baldwin
Park

Baldwin
Park

Bell

Bell

Bell

Coronado

Oakland

PROJECT TYPE

Road Maintenance
& Rehabilitation

Road Maintenance
& Rehabilitation

Road Maintenance
& Rehabilitation

Road Maintenance
& Rehabilitation

Road Maintenance
& Rehabilitation

Road Maintenance
& Rehabilitation

Road Maintenance
& Rehabilitation

Complete Street
Components

Road Maintenance
& Rehabilitation

Road Maintenance
& Rehabilitation

Road Maintenance
& Rehabilitation

Road Maintenance
& Rehabilitation

Road Maintenance
& Rehabilitation

Complete Street
Components

Road Maintenance
& Rehabilitation

LOCATION

Brooks Drive between Rivergrade Road and end of street;
Spring Street between Little John and end of Street

Frazier St between Judith St and end of Street; Amar Rd
between Frazier St and end of Street; Phelan Ave between
Los Angeles St and Olive Street; Nolina St between
Ledford St and Dalewood St; Ledford St between Frazier St
and Nolina St

Maine Avenue-Between Los Angeles Street and
Arrow Highway

Badillo St (WB), Puente Ave (NB), Ramona Blvd (WB),
Baldwin Park Blvd (WB), Pacific Ave (NB), Los Angeles St
(WB), Francisquito Ave (NWB), Root St (WB)

Pacific Avenue between Los Angeles Street and South
City Limit

Puente Avenue between Root St and South City Limit

Foster Avenue Between Metrolink Rail Crossing and
Baldwin Park Blvd

City of Baldwin Park Downtown Specific Area-Ramona
Avenue, Bogart Avenue, Maine Avenue and
Downing Avenue

Major Street Rehabilitation Project-Various Locations

South Garvey Avenue/Dalewood Street between Puente
Avenue and Merced Avenue in the City of Baldwin Park

Flora Ave (Walnut St-South City Limit); Florence Ave Frontage
(Florence Ave-Chanslor Ave); Walnut Ave (Otis Ave-East

end); Vinevale Ave (Randolph St-Gage Ave); Chanslor Ave
(Gage Ave-Florence Ave); Heliotrope Ave (Gage Ave-Florence
Ave); Pine Ave (Bell Ave-Florence Ave); Weik Ave (Heliotrope
Ave-Vinevale Ave); Fishburn Ave (Bell Ave-Gage Ave)

Woodlawn Ave (Gage Ave to Randolph St); California
Avenue (Gage Ave to Randolph PI); Weik Ave (Bear Ave to
Anita Dr)

River Dr - Gage Frontage Rd to Florence Frontage Rd;

Bell Ave-King Ave to Vinevale Ave; Carmelita Ave-Gage
Ave to Randolph PI; Lucille Ave - Gage Ave to Nevada St;
Riverside Ave-Randolph Pl to Gage Ave; Weik Ave-King Ave
to Woodward Ave; Salt Lake Ave - Gage Ave to Bell Ave

Ocean Boulevard from Ocean Drive to R.H. Dana Place

Bridge Avenue from Foothill Boulevard to E. 16th Street;
E. 16th St from 35th Ave to 37th Ave; Shone Avenue from
Sterling Drive to Fontaine Street; Old Redwood Rd from
Redwoood Road to North End; 68th Avenue from Outlook
to MacArthur, Flintridge Ave from Castlewood Ave to
South End; Outlook Avenue from 82nd Ave to South End;
Gouldin Road from Aspinwall Rd to East End

INA

DISADVANTAGED
COMMUNITY?

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

No

Partial

PROJECT
DISTANCE

Not listed*

Not listed*

Not listed*

Not listed*

Not listed*

Not listed*

Not listed*

Not listed*

Not listed*

Not listed*

Not listed*

Not listed*

Not listed*

Not listed*

Not listed*

April 2024

PROGRAM
SPENDING

$370,388

400,000

432,416

350,676

438,284

1,120,477

45,023

850,000

321,664

949,377

964,645

810,570

815,316

466,448

677,011

continued on next page ...

51




52 CALIFORNIA STATE AUDITOR
April 2024 | Report 2023-124

INA
ary PROJECT TYPE LOCATION DISADVANTAGED oA | SheNtING
Oakland Other Vehicle Maintenance NA Not listed* 3,905,834
Oakland Other General Operations and Maintenance Expenses NA Not listed* 1,300,378
Oakland Road Maintenance ~ Chatham Road from Beaumont to Park, Bridge Ave from Partial Not listed* 368,649

& Rehabilitation Foothill to 16th, 16th from 34th to 37th Ave, Mason from
Foothill to Walnut, Shone from Sterling to Fontaine,
0ld Redwood from Redwood to North End

Oakland Road Maintenance  Citywide. 10.2 miles of minor street repair activity at t 10.2 miles 7,484,935
& Rehabilitation 38th Ave, Florida St, Delaware St, Hillside St, Galindo St,
Lilac St, Kingsland St, Trask St, 55th Ave, Fleming,
Modesto Ave, Peach St, A St, 42nd St, Edgewater Dr,
Hamilton St, Hawley St, E. 17th St, 29th Ave, 81st Ave,
Sunnyside St, Ashton Ave, Cary Ave Construction of 31 curb
ramps and 5000 SF of sidewalk on International Blvd from

42nd Ave and 108th Ave
Oakland Road Maintenance  Pavement resurfacing by in-house paving crews totalling Partial 8.25 miles 1,037,885
& Rehabilitation 8.25 lane miles at Clarewood Drive (Broadway to Harbord),

39th Street (Alisto to Selkirk), Edgewater (Pendelton Way
to North End), Idlewood (80th to 82nd), Euclid (Jayne to
Grand), Agua Vista (38th to High), 13th Ave (24th to 32nd)
Work included base repair, resurfacing, and curb ramp
installation/repair

Oakland Road Maintenance  Citywide. 8.6 miles of street repair activity at 38th Ave, t 8.6 miles 8,100,298
& Rehabilitation Whittle Ave/Tiffin Rd, Florida St, Madeline St/Maple Ave,
Hillview St/Madeline St, Delaware St, Hillside St, Galindo St,
Lilac St, Penniman Ave/Courtland Ave, Kingsland Ave,
Trask Ave, 55th Ave, Montwood Way, Fleming Ave,
Modesto Ave, Scoville St, Edgerly St, Holway St, Hearst Ave,
Scenic Ave, Alida St, Laguna Ave, Walnut St, Brookdale Ave,
Lawlor St, Ygnacio Ave, Willow St, Poplar St, Center St,
24th St, 25th St

Oakland Other Fair market value adjustments and negative interest NA Not listed* 9,310

Oakland Road Maintenance  Citywide: 6.9 miles of street repair activity at 16th St, t 6.9 miles 6,666,211
& Rehabilitation Kirkham St, 30th St, 31st St, 16th St, 33rd St/MLK,
Empire Rd, Arthur St, Dashwood Ave, Halliday Ave,
Avenal Ave, Catron Dr/Bergedo Dr, Estepa Dr, Bergedo Dr,
Olive St, 104th Ave, 102nd Ave, Brookdale Ave, 39th Ave,
Anderson St, Fenham St, Eastlawn St, Walter Ave, Selkirk St,
Fullington St, Georgia St

Oakland Safety High Priority Traffic Calming improvements planned in each t Not listed* 77,855
City of Oakland council district. Locations include: Bayo
Vista/Fairmount, 53rd/Gaskill, Shattuck/57th, Shattuck/
Aileen, Shattuck/58th, Lakeshore/Prince/Santa Ray,
Frontage Rd, 35th/Kansas, Redwood/Safeway, Park/E 38th,
Park/El Centro, Park/Everett, Park/Dolores, Ney/75th,
Crest Ave, and E. 18th

Riverside Other MAINTENANCE: Cranford Ave, Presley Ave, Seventh, t Not listed* 1,816,732
Box Springs, Quail Valley, Douglas, Rossbo, Bingham, Wolfe,
Young, Merced, Pierce, Sterling, Tenby, Heathrow, Keys,
Newmarket, Weatherby, Hedrick, Mimosa

TRAFFIC SIGNAL: Mission Inn / Pine Street

SAFETY: Pedestrian improvements Arlington / Murray,
Concrete student drop off pad w/o Franklin s/o Sixth
ALLEY IMPROVEMENTS: Between Franklin and Kansas
s/o Fifth
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INA
ary PROJECT TYPE LOCATION DISADVANTAGED
COMMUNITY?

PROJECT PROGRAM

DISTANCE SPENDING

Riverside Other MAINTENANCE: Business; Spruce; Prospect; Sycamore t Not listed* 5,577,168
Canyon; Victoria; Van Buren; Donald; Admiralty; Texas;
Arizona; Gramercy.

SIGNAL MODs: Adams/Lincoln; Magnolia/Briscoe; Magnolia
Avenue/School; Brockton/Tenth; Chicago/Spruce;
University/Pine; University/Campus; Mission Inn/Redwood;
University/Mulberry; La Sierra/Montlake; and Day/Campus

NEW SIGNAL: Cole/Krameria; Arlington/Chadbourne.

SAFETY: Pedestrian improvements at Market/University;
Market/Mission Inn, Third/Trade Center

Riverside Road Maintenance  Carlingford (N); Londonderry Dr; Ainsworth PI; t Not listed* 187,605
& Rehabilitation Hardwicke Dr; Ramona, Magnolia-City College; City
College Dr; MLK, Chicago to I-215; De Grazia Rd; Hawarden,
Mary-De Grazia; Karendale Ci; Rockwell Rd; Oleander Ct;
Whistler Wy; Ravenswood, Woodvale-Overlook; Treeview
Ln; Rimroad; Orozco, Rimroad-Overlook; Coco Ct; Adams,
Victoria-Indiana; Warren, EOS-Orlando; Orlando Dr;
Citadel Ct; Temecula Pl; Galway Ct; Silverado PI;
Remington, Challen-EOS; Modesto Dr; Daniel Dr; La Sierra,
Hole-Gramercy

Riverside Road Maintenance La Sierra Av (Hole to Gramercy); Adams St (Victoria t Not listed* 2,788,919
& Rehabilitation to Indiana); Ainsworth PI; Hardwicke Dr; Ramona Dr
(Magnolia to City College); City College Dr; Warren St;
Orlando Dr; Citadel Ct; Temecula PI; Galway Ct; Silverado PI;
Remington Dr; Modesto Dr; Daniel Dr

Riverside Road Maintenance  Orange St (Fourteenth St to University Ave), University Ave Yes Not listed* 1,437,195
& Rehabilitation (Ottawa Ave to lowa Ave), Jurupa Ave (Van Buren Blvd to
Wilderness Ave), Indiana Ave (Adams St to Jefferson St),
Van Buren Blvd (Dufferin Ave to S'ly City Limit),
Arlington Ave (Chadbourne Ave to Crest Ave)

Riverside Road Maintenance  Olivewood (Jurupa-Prospect); Jurupa (Palm-Pachappa); Partial Not listed* 184,946
& Rehabilitation Kansas (MLK-Third); Berry (Andy-Trautwein); Glencoe
(Monroe-EOS); Larkspur (Glencoe-Colorado); Conway
(Larkspur-EOS); Toyon (Glencoe-EOS); Mango (Holly-EOS);
Holly (Mango-EOS); Driftwood (Toyon-EOS); Mitchell
(Hole-Wells); La Sierra (Cleveland-Indiana); Copper Lantern
(Arlington-Greenpoint); Zinnia (EOS-EOS); Carnation
(EOS-EOS); Greenpoint (Lake-Begonia); Geranium
(Greenpoint-EOS); Begonia (Geranium-Greenpoint)

Riverside Other Van Buren/Victoria (SIG MOD); Terracina e/o Brockton t Not listed* 27,668
(SFS); Phoenix n/o Arlington (SFS); Grove Community e/o
Deercreek (SFS); Cleveland e/o Van Buren (SFS); Challen/
Daniel (SFS); City College/Saunders (BEACON); Madison
& Freda (HAWK); Arlington & Stover (NEW SIGNAL);
Fairview-Central to Cornwall (NEW BIKE LANE).

Yuba City Construction Franklin Avenue improvements-Palora Avenue to Partial Not listed* 266,654
Gray Avenue

Yuba City Construction Bridge Street Widening-Gray Avenue to Cooper Avenue Yes Not listed* $274,077

Total $50,524,614

Source: The Commission and auditor analysis

Note: The totals in this table and table A.3 differ because of rounding.

* The Commission does not require cities to list the length or distance of Local Streets and Roads Program projects.

T For these entries without clear starting and ending points, there was no clear indication of whether they were located in disadvantaged communities.
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The California Environmental Protection Agency (CalEPA) identifies disadvantaged
communities according to geographic, socioeconomic, public health and environmental
hazard criteria. CalEPA’s Office of Environmental Health Hazard Assessment provides online
maps that display these disadvantaged communities. The cities we reviewed typically fund
projects to address streets with the poorest road conditions, and some cities explicitly direct
funding to improve streets in disadvantaged communities. Figures A.1 through A.6 show the
locations of major street projects in relation to the disadvantaged communities identified by

CalEPA in each of the cities we reviewed. These figures generally include projects that cities

reported funding from fiscal years 2017-18 through 2021—22.

Figure A.1
All Local Streets and Roads Program Projects in Baldwin Park Have Been Located in Disadvantaged

Communities
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Source: The Office of Environmental Health Hazard Assessment and Baldwin Park reporting to the Commission for

fiscal years 2017-18 through 2021-22.
Note: This map does not include some smaller street segments that the city reported paving or streets the city reported

paving but for which the beginning and ending locations were not in the public data.
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Figure A.2
All Local Streets and Roads Program Projects in Bell Have Been Located in Disadvantaged Communities

[ | Disadvantaged Communities 2022 (Census Tracts and Tribal Areas)
—— Program Funded Project Location

=== (ity Limit

Source: The Office of Environmental Health Hazard Assessment and Bell reporting to the Commission for
fiscal years 2017-18 through 2021-22.

Note: This map does not include some smaller street segments that the city reported paving.
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FigureA.3

Coronado’s Local Streets and Roads Program Project Was Not Located in a Disadvantaged Community
Because the City Does Not Have Any Disadvantaged Communities
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Source: The Office of Environmental Health Hazard Assessment and Coronado reporting to the Commission for

fiscal years 2017-18 through 2021-22.



FigureA.4

CALIFORNIA STATE AUDITOR
Report 2023-124 | April 2024

In Fiscal Years 2017-18 and 2018-19, Oakland Spent Local Streets and Roads Program Funding
on Projects Mostly Outside of Disadvantaged Communities

P2

Disadvantaged Communities 2022 (Census Tracts and Tribal Areas)

—— Program Funded Project Location

=== (ity Limit
@/ 3
72 \
e, %
0 S
o v
'
‘
[
[
\
\
[
\
N
N
N
~
Oakland |
\
'
,
6"% L
.
4Q,\’)’,y s =
“7 ; N o S
S R \
g 8 o=
I-——-
\
\
4
<
N\
2% N
¢ & L
Ry
N %\ \\
LY @ 2 \
A .b°’/ % N
\ & € A s
A ~ "0 o&‘ e <
R & 0 ‘ng” /‘Q@ f
~ X
g L] & sr
s Y
R =
\ %
\ 6%,\
\=” Y 5
\a“ 5 % %;o,\
\ e} ‘%_7“
P, s
w N <
A SN NE
[, B A
] LR PR % Ll N
SO Tw \ & - .
| v VW \Cw ST
i ¥ B = b
| p W -8
| AN = - Ay \

Source: The Office of Environmental Health Hazard Assessment and Oakland reporting to the Commission for

fiscal years 2017-18 through 2021-22.

Note: Oakland’s public expenditure reports after fiscal year 2018-19 included the streets on which it performed
maintenance and rehabilitation activity, but it did not indicate the beginning and ending locations for those projects. As a
result, we were unable to map them here. To view a map of street maintenance and rehabilitation activity since that time,
which addressed more streets in disadvantaged communities, see Oakland’s map at
https://oakgis.maps.arcgis.com/apps/webappviewer/index.html?id=8aebdc3c3a5141648907385d28d2f45d
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FigureA.5

Riverside Has Spent Its Local Streets and Roads Program Funding on Street Maintenance Projects, Many of Which
Are Located in Disadvantaged Communities
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Source: The Office of Environmental Health Hazard Assessment and Riverside reporting to the Commission for
fiscal years 2017-18 through 2021-22.

Note: This map includes only the largest projects that Riverside reported. The city also reported that it paved many smaller
street segments and worked on traffic control devices, such as traffic signals.
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Figure A.6
Yuba City’s Local Streets and Roads Program Projects Were Located in or Adjacent to
Disadvantaged Communities
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Source: The Office of Environmental Health Hazard Assessment and Yuba City reporting to the Commission for
fiscal years 2017-18 through 2021-22.
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Scope and Methodology
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The Audit Committee directed the California State Auditor to conduct an audit of state
and local oversight of the Local Streets and Roads Program to provide independently
developed and verified information. Specifically, we reviewed and verified information to
confirm that state agencies are facilitating the program appropriately, and we evaluated
how cities use funds to improve the conditions of local streets. Table B lists the objectives
that the Audit Committee approved and the methods we used to address them. Unless
otherwise stated in the table or elsewhere in the report, statements and conclusions
about cities selected for review should not be projected to all cities.

Table B
Audit Objectives and the Methods Used to Address Them

AUDIT OBJECTIVE METHOD

1 Review and evaluate the laws, rules, and Reviewed and evaluated laws and regulations related to the program and state
regulations significant to the audit objectives. administration of the program.

Selected six cities across the State—Baldwin Park, Bell, Coronado, Oakland,
Riverside and Yuba City—with populations in the specified ranges.

2 Select six cities receiving Local Streets and Roads
Program (LSRP) funds—two with populations over
100,000; two with populations between 50,000
and 100,000; and two with populations under

b. Determine each city’s most and least common « Reviewed Commission expenditure data to confirm that cities reported
usages for LSRP funds. expenditures and to identify the most and least common usages for program funds.

¢. Determine whether the cities are submitting « Reconciled reported expenditure totals to city accounting records and traced
annual gxpendlture reports to the Commission specific expenditures to supporting documentation, such as paid invoices, to
as required. ensure that expenditure reporting was accurate.

d. To the extent possible, determine the impact - Reviewed past and present pavement conditions derived from pavement
additional SB1 funding has had on local street management systems to identify changes over time and interviewed city staff to
and road infrastructure, and evaluate whether identify any funding shortfalls for maintaining streets.
the city’s spending is consistent with the . L . . o .
program’s rules and purpose. - While re\{leW|ng s.peqﬁc expenditures for Objective 2(c), confirmed that spending

was consistent with program rules and purpose.

3 a. Evaluate the process the Commission uses « Reviewed the Commission’s processes for determining eligibility, including
to determine whether cities and counties are timelines, requirements, communication with and assistance to cities and
eligible for LSRP funding. Specifically, assess counties, and reviewed how the Commission provides this information to the
the extent to which the process for cities public to promote transparency and accountability.
and counties to apply for LSRP projects is
transparent and promotes accountability for
cities’and counties’ use of LSRP funds.

b. Assess the extent to which the formula in « Reviewed state law to identify how the State intended to distribute funding,
state law defines and requires an equitable reviewed the use of equity in program statutes, and reviewed other areas that
distribution of funding. related to equity in transportation investments.

4 Determine whether the Controller distributes Reviewed accounting records and reports from the State Controller’s systems to

50,000—and do the following:

a.

Evaluate each city’s process to prioritize the
projects submitted for LSRP funds, including the
extent to which equity was a component of that
decision-making.

funds to all cities and counties on the eligibility list
in accordance with state law.

Reviewed planning documents, city council meeting minutes, public
communications, and output from pavement management systems.

verify that the State Controller distributes each dollar it receives. Reviewed the State
Controller’s calculations and funding distributions for one month in each of the last
three fiscal years and verified that data by recalculating the appropriate distributions.
Reviewed accounting records of the transfer of those funds to confirm that cities we
reviewed received the calculated amounts.

continued on next page ...
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AUDIT OBJECTIVE METHOD

5 Calculate the total funds distributed by the LSRP - Reviewed accounting reports from the State Controller to identify the total funds
through the most recently completed funding it has distributed since the program began. Relied on work under Objective 4
cycle and whether all available funds were to confirm that the State Controller distributed all available funds each month.
distributed. If there were insufficient funds for Reviewed the role of the Commission in providing guidance related to funding
all approved projects, determine how funding availability and determined that the Commission does not approve specific
adjustments were made. projects or review the cost of those projects and determine whether funding is

sufficient to complete them.

Interviewed staff at the six cities we reviewed to understand whether they had
ever experienced insufficient program funding.

6 Assess the extent of the oversight provided Interviewed State Controller auditors to determine the extent of their reviews
by state entities, including the Controller and of maintenance-of-effort requirements and reviewed documentation of their
Commission, by doing the following: reviews. Reviewed documents and interviewed management to determine what
a. Determine whether the Controller is auditing additional actions the State Controller took or planned to take against cities it
local jurisdictions to ensure that they are suspects did not meet the requirement.
meeting maintenance-of-effort requirements.
b. Assess whether the Controller is able to
take action, or has taken action, against
local jurisdictions that do not comply with
maintenance-of-effort requirements.

¢. Determine whether local entities are reporting

Reviewed recent expenditure reports to identify any cities or counties that did not

to the Commission as required and what report expenditures as required and found none. Interviewed the Commission to
actions, if any, the Commission has taken or understand how it ensures that all cities and counties report their expenditures
could take to address any lack of reporting. and reviewed associated documentation.

7 Determine whether state entities provided Interviewed officials at state agencies to identify the flexibility they provided during
flexibility to cities and counties on the use of this the pandemic, and reviewed policies and Commission actions that provided flexibility.
program during the pandemic, the extent of any Interviewed cities selected for Objective 2 to identify whether this flexibility was
actions taken, and whether state entities are still helpful and to identify other challenges the cities experienced during the pandemic.

providing such flexibility.

8 Review and assess any other issues that are No other areas reviewed.
significant to the audit.

Source: Audit workpapers.

Assessment of Data Reliability

The U.S. Government Accountability Office, whose standards we are statutorily
obligated to follow, requires us to assess the sufficiency and appropriateness of
computer-processed information we use to support our findings, conclusions, or
recommendations. In performing this audit, we relied on electronic data files that
we obtained from the State Controller, the Commission’s website, and accounting
reports from the six cities that we visited. To verify the accuracy of the State
Controller and Commission data, we reviewed accounting reports and ensured
that they agreed with State Controller payment information and Commission
spending data. We did not perform completeness testing on these data files because
they are mainly sourced to other electronic files and are paperless. Although we
recognize that these limitations may affect the precision of the numbers we present,
there is sufficient and appropriate evidence to support our findings, conclusions,
and recommendations.
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Mr. Grant Parks”

California State Auditor

621 Capitol Mall, Suite 1200
Sacramento, CA 95814

SUBJECT: Local Streets and Roads Program Audit, Report Number 2023-124
Dear Mr. Parks:

The California State Controller’s Office appreciates the opportunity to provide comments and
address the recommendations included in the California State Auditor’s Local Streets and Roads
Program audit. As the California State Controller, I am deeply committed to ensuring the accurate
and timely disbursement of the Local Streets and Roads Program funds and ensuring accountability
of local governments in expending these funds to maintain and fix deteriorating streets and roads
throughout California.

We appreciate the California State Auditor’s Office confirming that the State Controller’s Office is
properly administering program eligibility, payment, and the reporting process. Additionally, we
appreciate California State Auditor’s recognition that the State Controller’s Office continues to
monitor the 481 cities and 58 counties for compliance with the maintenance of efforts requirements
with limited staff resources. We value the acknowledgement of our audit efforts prior to the
reduction of the staff resources by 57 percent due to the four limited-term positions expiring in
2020. The State Controller’s Office is committed to the implementation of the recommendations
below and the enforcement of the city and county maintenance of effort requirements as prescribed
by law.

Please see our responses to the recommendations below.

Recommendation 1

To ensure that cities and counties are held accountable to state law and are not supplanting local
spending with program funds, by October 2024, the State Controller should begin auditing cities
and counties that it identifies as at risk of not meeting the maintenance-of-effort requirement. It
should withhold program funds in the amount prescribed by law from cities and counties that it
concludes have not complied with the requirement.

State Controller’s Office Response to Recommendation 1
Concur. The State Controller’s Office will continue to pursue resources to perform the maintenance
of effort audits and is optimistic that the California State Auditor’s report will assist the State

MAILING ADDRESS P.O. Box 942850, Sacramento, CA 94250
SACRAMENTO 3301 C Street, Suite 700, Sacramento, CA 95816 | 916.324.8907
LOS ANGELES 901 Corporate Center Drive, Suite 200, Monterey Park, CA 91754 | 323.981.6802

*

California State Auditor’'s comment appears on page 67.
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Controller’s Office in supporting our continued requests. Without audits to verify whether cities and
counties have complied with the maintenance of effort requirements, the State Controller’s Office
cannot withhold program funds and enforce the maintenance-of-effort requirement.

The State Controller’s Office’s authorized positions were reduced from 7 to 3 (57 percent) when the
four limited-term positions designated to conduct audits expired in 2020. As indicated in the audit
report, the State Controller’s Office began conducting 65 audits of cities and counties for Fiscal
Years 2017-18 and 2018-19. However, the State Controller’s Office did not have resources to
initiate additional audits after the four limited-term positions expired.

The remaining three permanent positions continue to monitor the maintenance of effort compliance
of the 481 cities and 58 counties by receiving city and county’s streets and roads reports, tracking
expenditures, providing outreach, and performing desk reviews. In anticipation of obtaining
additional resources to conduct audits, the State Controller’s Office developed an audit plan based
on information obtained during our desk reviews and initiated a few audits. However, these audits
are currently on hold and may need to be canceled due to a lack of resources.

Recommendation 2

To ensure that cities and counties are held accountable to state law and are not continuing to
supplant local spending with program funds, the State Controller should by October 2024 revise its
practice to only allow cities or counties to violate the requirement for two fiscal years, rather than
continually, as under its current practice. After two years’ noncompliance, the State Controller
should withhold program funds in accordance with state law.

State Controller’s Office Response to Recommendation 2

Concur. The State Controller’s Office has fully implemented the California State Auditor’s
recommendation to only allow cities or counties two fiscal years to meet their maintenance of effort
requirements instead of the previous method applied.

For both recommendations, the State Controller’s Office concurs that program funds should be
withheld after an audit for cities and counties that do not meet the maintenance of effort
requirements in accordance with state law. However, the State Controller’s Office has concerns
regarding the maintenance of effort enforcement methodology illustrated in Figure 2 for Fiscal Year
3, which indicates that only the maintenance of effort shortfall would be withheld in Year 3.

The Streets and Highways Code, Section 2036 (a) indicates that cities and counties shall maintain
their existing commitment of local funds for street, road, and highway purposes in order to remain
eligible for an allocation or apportionment of funds pursuant to Section 2032. Additionally, the
Streets and Highway Code Section 2036 (e) states that the Controller shall withhold from its
apportionment pursuant to Section 2032 for a fiscal year following an audit an amount up to the
amount of funds that the city or county received during the fiscal year that was audited.
Therefore, the State Controller’s Office believes that state law would require the entire Local Streets
and Roads Program allocation or apportionment for the applicable year audited to be withheld after

MAILING ADDRESS P.O. Box 942850, Sacramento, CA 94250
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CALIFORNIA STATE AUDITOR
Report 2023-124 | April 2024

Mr. Grant Parks, California State Auditor
March 15, 2024
Page 3 of 3

an audit confirms noncompliance with the maintenance of effort requirement versus only the
shortfall amount.

Thank you for the opportunity to provide our response to the audit report. The State Controller’s
Office appreciates the professionalism and the dedication of the California State Auditor’s Office
staff.

If you have any questions regarding the SCO’s comments, please contact Kim Tarvin, Division
Chief, Division of Audits at 916-324-1696 or ktarvin@sco.ca.gov. Thank you.

Sincerely,

el o

Malia M. Cohen
California State Controller

MAILING ADDRESS P.O. Box 942850, Sacramento, CA 94250
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Comment

CALIFORNIA STATE AUDITOR’S COMMENT ON THE RESPONSE
FROM THE CALIFORNIA STATE CONTROLLER

To provide clarity and perspective, we are commenting on the response to our
audit report from the State Controller. The number below corresponds with
the number we have placed in the margin of the State Controller’s response.

As part of our quality control process, our standard practice is to provide @
agencies five working days to review and comment on a draft copy of the

report. During this time, we encourage agencies to discuss with us any

concerns they may have regarding the report. In keeping with this practice,

we updated our text on page 31 to better reflect the ambiguity in state law

related to the amount of program funds that the State Controller would

be required to withhold from cities and counties that do not meet the
maintenance-of-effort requirement. Further, we include a recommendation

on page 33 to the Legislature that it address this issue by amending state law

to provide clarity.

67



	Cover
	Public Letter
	Selected Abbreviations Used in This Report
	Contents
	Summary
	Introduction
	Table 1
	Figure 1
	Figure 2
	Figure 3
	Figure 4
	Figure 5

	State Agencies Are Properly Administering Program Eligibility, Payment, and Reporting Processes
	Table 2
	Figure 6

	Although the Cities We Reviewed Are Appropriately Using Local Streets and Roads Program Funding, Most Still Have Deteriorating Road Conditions
	Table 3
	Figure 7
	Table 4
	Figure 8

	The State Controller Has Not Held Cities Accountable for Maintaining Local Spending on Streets and Roads
	Table 5

	Recommendations
	Other Areas We Reviewed
	Appendix A—Selected Program Information
	Table A.1
	Table A.2
	Table A.3
	Table A.4
	Figure A.1
	Figure A.2 
	Figure A.3
	Figure A.4
	Figure A.5
	Figure A.6

	Appendix B—Scope and Methodology
	Table B

	Response to the Audit—California State Controller
	California State Auditor’s Comment on the Response From the California State Controller



