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DISCUSSION ON SMART GROWTH PHASE 3 LEVERAGING STRATEGY AND SB 1 LPP FORMULA FUND ALLOCATION AND DELIVERY OPTIONS
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Presenter:	Kevin M. Bewsey, Executive Director
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_______________________________________________________________________
Recommendation

Staff recommends that the Independent Taxpayer Oversight Committee (ITOC) receive this report, discuss the potential funding strategies outlined below, and provide comments to staff regarding which approach or approaches should be further developed for future consideration.

Background

The Sacramento Transportation Authority (STA) has approximately $4.7 million in Measure A Smart Growth funding available through the Smart Growth Incentive Program (SGIP) and the Smart Growth Arterials and Corridors Program (SGACP) in fiscal years 2026-27, 2027-28, 2028-29, and 2029-30.

Under the Measure A Expenditure Plan, SGIP funds are to be made available to local jurisdictions on a competitive basis, administered by STA, for projects that advance Smart Growth objectives. In prior years, these funds were often used as local match for local jurisdictions pursuing funding through SACOG’s Community Design Program. However, SACOG has discontinued that program. As a result, STA now needs to consider an updated strategy for use of available Smart Growth funds. The SGACP, which is part of the Local Arterial Program, is intended to fund local arterials and corridors within existing communities that support Smart Growth principles. Accordingly, the STA Governing Board will need to consider a strategy for use of these funds that best enhances local jurisdictions’ ability to secure state and federal transportation funding.

In addition, STA anticipates having approximately $6.8 million in SB 1 Local Partnership Program (LPP) Formula Funds available in fiscal years 2027-28 and 2028-29. Historically, STA has suballocated these funds using the Measure A formula of 75 percent population and 25 percent lane miles, with an off-the-top set-aside to SacRT of 22.5 percent. While this approach has provided a formula-based distribution method, it has also resulted in relatively small funding amounts for some smaller jurisdictions, particularly those with limited staff resources or limited experience administering this funding source. In some cases, that has made timely programming and delivery more difficult and has created challenges for STA in meeting timely-use requirements.

These funding sources present an opportunity for STA to consider a more strategic approach to leveraging local and state funds to support competitive grant applications, advance Smart Growth objectives, and reduce the risk that available formula funds remain unused or become difficult for smaller agencies to deliver. Staff has developed several concepts for consideration. These concepts are intended to inform future policy direction regarding how STA may reserve, assign, exchange, or prioritize available Smart Growth and SB 1 LPP Formula funds. Any future approach would be subject to confirmation of legal eligibility, consistency with the Measure A Expenditure Plan and SB 1 requirements, Professional Advisory Group (PAG) review and Governing Board direction.

Discussion

Concept 1: Smart Growth Phase 3 Leveraging Strategy

Under this concept, STA would use the approximately $4.7 million in available Measure A Smart Growth funds to establish a structured leveraging strategy for upcoming grant cycles. Using an approach similar to STA’s past practice with LPP Formula funds, STA would identify a planning-level amount of Smart Growth funding for eligible agencies to use in connection with upcoming grant opportunities, including the SACOG Regional Funding Program and, where appropriate, other competitive programs such as SB 1 competitive grant programs, ATP, and similar funding opportunities.

Each agency would document how it proposes to use its identified amount, and that information would be incorporated into a broader funding framework for Governing Board adoption. The identified amount for each agency would be treated as reserved and available for future use, but not on a strict use-it-or-lose-it basis. If an agency is unsuccessful in one funding cycle, the reserved amount could remain available for a future cycle, provided the proposed project continues to align with Smart Growth principles and the funds are used to leverage grant funding. This concept relies solely on Measure A Smart Growth funds and provides a structured but flexible framework for agencies to leverage future grants.

Concept 2: Smart Growth Leveraging Strategy with SB 1 LPP Formula Funds

Under this concept, STA would use the same general framework described in Concept 1, but would also incorporate the approximately $6.8 million in anticipated SB 1 LPP Formula funds available in fiscal years 2027-28 and 2028-29. This would create a combined pool of approximately $11.5 million in local and state resources.

This concept would provide a larger pool of leverageable funding. However, because SB 1 LPP Formula funds are more restrictive than Measure A Smart Growth funds, this approach would require additional coordination regarding project eligibility, timing, programming, and delivery responsibilities. It would also require STA to carefully structure the framework to ensure that the use of the more restrictive SB 1 funds remains practical and administratively workable.

Concept 3: Smart Growth Leveraging Strategy with LPP Exchange Component

This concept also combines the approximately $4.7 million in Measure A Smart Growth funds with the approximately $6.8 million in anticipated SB 1 LPP Formula funds, for a total of approximately $11.5 million. As with Concept 2, STA would identify a planning-level amount of funding for use by agencies in future grant cycles.

However, under this concept, STA would also seek to have one or two agencies use all or a substantial portion of the SB 1 LPP Formula funds in exchange for less restrictive local funding. This exchange approach could provide greater overall flexibility than Concept 2 by concentrating the more restrictive SB 1 funds with agencies best positioned to deliver eligible projects, while freeing up local funds for broader use. STA has also reached out to SACOG to determine whether there may be another option to exchange these SB 1 LPP Formula funds for local funds. This concept may offer administrative and delivery advantages, but would require careful consideration of fairness among jurisdictions, legal eligibility, and consistency with the Measure A Expenditure Plan and SB 1 requirements.

Concept 4: SB 1 LPP Formula Funds Exchange

Under this concept, STA would focus specifically on the approximately $6.8 million in SB 1 LPP Formula funds anticipated in fiscal years 2027-28 and 2028-29. SacRT would continue to receive its LPP Formula allocation. For the remaining funds, STA would ask a limited number of cities or the County to program and deliver the SB 1 LPP Formula funds in exchange for Measure A City Street and County Road Maintenance Program funds.

This approach could reduce the risk associated with small formulaic suballocations of SB 1 funds and improve the likelihood that available funds are programmed and delivered efficiently. It could also allow STA to redirect or increase Measure A allocations within the City Street and County Road Maintenance Program. However, any such exchange-based approach would need to be voluntary, legally supportable, and structured in a manner that appropriately addresses geographic and agency fairness over time.

Concept 5: SB 1 LPP Formula Funds for Regional Priorities Only

Under this concept, STA would not formulaically distribute the available SB 1 LPP Formula funds. Instead, STA would identify two or three regional priority projects to receive the funding.

This approach could simplify delivery, reduce the risk of underutilization, and focus funding on projects of broad regional importance and strong delivery readiness. However, this concept would require STA to address issues of geographic and agency fairness over time, potentially through an approach similar to STA’s STIP process, where priorities are balanced across funding cycles rather than within a single cycle.

Illustrative Funding Table

The table below is provided for discussion purposes only. The amounts shown are planning-level reference amounts and do not constitute commitments, guarantees, or final allocations.

	
	Smart Growth Ph 3
	SB 1 LPP Formula Funds
	Combined

	Citrus Heights
	 $         180,000 
	 $            300,000 
	 $      480,000 

	Elk Grove
	 $         390,000 
	 $            580,000 
	 $      970,000 

	Folsom
	 $         210,000 
	 $            300,000 
	 $      510,000 

	Galt
	 $         100,000 
	 $            100,000 
	 $      200,000 

	Isleton
	 $         100,000 
	 $            100,000 
	 $      200,000 

	Rancho Cordova
	 $         190,000 
	 $            300,000 
	 $      490,000 

	Sacramento
	 $      1,100,000 
	 $         1,660,000 
	 $   2,760,000 

	County
	 $      1,390,000 
	 $         2,100,000 
	 $   3,490,000 

	SacRT
	 $      1,050,000 
	 $         1,530,000 
	 $   2,580,000 

	Total
	 $      4,710,000 
	 $         6,779,000 
	 $ 11,489,000 




Alternatives

Based on the concepts above, STA could consider the following higher-level alternatives for further development:

Alternative A

Advance Concept 1 and Concept 4.
This alternative would maintain a separate Smart Growth leveraging framework while also pursuing an exchange-based strategy for SB 1 LPP Formula funds.

Alternative B

Advance Concept 1 and Concept 5.
This alternative would maintain a separate Smart Growth leveraging framework while dedicating SB 1 LPP Formula funds to a limited number of regional priority projects.

Alternative C

Advance Concept 2.
This alternative would create a single combined leveraging strategy using both Smart Growth and SB 1 LPP Formula funds, while accepting the additional coordination required by the more restrictive nature of SB 1 funds.

Alternative D

Advance Concept 3.
This alternative would create a single combined leveraging strategy using both Smart Growth and SB 1 LPP Formula funds, while also pursuing a targeted exchange approach to maximize flexibility.
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