
Diesel Fuel and Use Fuel Taxes: California Counties May Now 
Qualify as an Exempt Bus Operator

Beginning January 1, 2026, counties that own and operate a local transit system may 
register with us as an exempt bus operator and pay a specified rate for each gallon or unit 
of fuel used in an exempt bus operation.1

Background

An exempt bus operator includes any person who owns, operates, or controls an exempt 
bus operation, like a local transit district system. A qualified bus operation is exempt from 
paying the diesel and use fuel taxes and is instead required to pay one cent ($0.01) for each 
gallon of fuel used in an exempt bus operation.

Responsibilities for diesel fuel exempt bus operators

• Apply for an exempt bus operator license through our Online Services webpage at 
https://onlineservices.cdtfa.ca.gov/.

• File your CDTFA-501-DB, Exempt Bus Operator Diesel Fuel Tax Return, at  
www.cdtfa.ca.gov/formspubs/cdtfa501db.pdf, to report any dyed diesel and undyed 
diesel used in an exempt bus operation.

• Pay one cent ($0.01) for each gallon of diesel fuel used.

• Provide your vendor with CDTFA-231-DB, Certificate of Exempt Bus Operation, at 
www.cdtfa.ca.gov/formspubs/cdtfa231db.pdf, for purchases of diesel fuel to use for 
an exempt purpose.

Responsibilities for use fuel exempt bus operators

• Apply for an exempt bus operator license through our Online Services webpage.

• File your CDTFA-501-AB, Exempt Bus Operator Use Fuel Tax Return, at  
www.cdtfa.ca.gov/formspubs/cdtfa501ab.pdf, to report any use fuel, such as 
Compressed Natural Gas (CNG), Liquid Natural Gas (LNG), or other alternative fuel, 
used in an exempt bus operation.

• Pay one cent ($0.01) for each gallon of fuel used.

• Provide your vendor with CDTFA-108, Authorization to Sell Fuel Without Collecting 
Use Fuel Tax, at www.cdtfa.ca.gov/formspubs/cdtfa108.pdf, for purchases of use fuel 
for local transit.

Legislation information

Senate Bill 359 (Stats. 2025, ch. 217)2 amended the Diesel Fuel Tax Law and the Use Fuel 
Tax Law to include “county” in the definition of an exempt bus operation.
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1  Revenue and Taxation Code sections 60039 (cdtfa.ca.gov/lawguides/vol3/dftl/dftl-60039.html) and 8655  
(cdtfa.ca.gov/lawguides/vol3/uftl/uftl-8655.html)

2 leginfo.legislature.ca.gov/faces/billNavClient.xhtml?bill_id=202520260SB359 
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For more information

Please visit our Fuel Tax and Fee Guides at www.cdtfa.ca.gov/taxes-and-fees/fuel-tax-and-
fee-guides/.

If you have any additional questions, please call our Customer Service Center at  
1-800-400-7115 (TTY:711). When calling, select the option for Special Taxes and Fees. 
Customer service representatives are available Monday through Friday from 7:30 a.m. to  
5:00 p.m. (Pacific time), except state holidays.

Visit our website at www.cdtfa.ca.gov/subscribe to subscribe to our email lists and receive 
newsletters, tax and fee updates, and other announcements.
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