
 

 

 
 
 

STAFF REPORT 
 
 
 
 
SUBJECT:  Clean Air Express FY 2002-03 Operating Budget       
 
 
MEETING DATE: April 17, 2003  AGENDA ITEM:   12          
 
 
RECOMMENDATION:  
 

A. Receive report on projected operating budget shortfall for FY 2002-03. 
 

B. Adopt a resolution approving $95,000 in unallocated State Transit Assistance 
fund balance for Clean Air Express FY 2002-03 operating budget subject to the 
submittal of a revised claim (Attachment A) 

 
C. Adopt a resolution approving a policy for receiving public comments on fare 

changes or major service changes. (Attachment B) 
 
DISCUSSION: 
 
Since the March Board meeting, SBCAG staff has identified a Clean Air Express (CAE) 
projected operating budget shortfall of $95,000 by the end of this fiscal year. There are two 
reasons for this shortfall; a delay in federal Congestion Mitigation and Air Quality (CMAQ) funds 
budgeted for FY 2002-03, and an over projection in farebox revenue in the FY 2002-03 budget.  
In order to continue operating the Clean Air Express, funding must be allocated to cover this 
shortfall.  As a recipient of federal operating grant funds, SBCAG must also adopt a policy for 
receiving public comments on future CAE fare increases and/or major service changes 
 
Transition from Compressed Natural Gas (CNG) Demonstration Project to Transit 
Provider:  On October 1, 2001, the Air Pollution Control District (APCD) officially turned over 
management of the Clean Air Express to SBCAG under an agreement approved by both 
agencies.  In recent years leading up to October, 2001, the Clean Air Express was largely 
operated as a pilot program designed to demonstrate the application of CNG powered buses for 
over the road transit service. As part of this pilot program the APCD focused on engine 
performance and emissions rather than customer service and transit operations.  The project 
was solely funded through an APCD grant and fares were retained by the operator. Project 
costs for the program were limited to the operating contract with the transit operator.  No 
administrative overhead or staff costs were assigned to the Clean Air Express program.   
 
When SBCAG assumed the management of the Clean Air Express, a number of changes were 
made to transform the CNG demonstration project into an actively agency managed intercity 
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transit service. The objectives of the service have expanded from evaluating the viability and air 
quality benefits of CNG powered bus service to include more traditional public transit service 
objectives such as meeting public transportation needs and reducing emissions and traffic 
congestion.    
 
A comprehensive operating contract was executed with Santa Barbara Airbus, which gave 
SBCAG customer service and transit planning responsibilities and placed a higher level of 
accountability on the operator.  To oversee this effort a full time Traffic Solutions staff member 
was hired to administer the Clean Air Express program.  Furthermore, several route and 
schedule improvements were made to the Clean Air Express and a new fare collection system 
was established.  These changes brought a higher level of oversight and effectiveness to the 
program.   
 
The Clean Air Express is currently the most cost effective Transportation Demand Management 
(TDM) program administered by Traffic Solutions.  As a result of commuter mode shifts from 
private vehicles to the CAE buses, more than 9 million vehicle miles traveled (VMT) are 
removed from our highways each year providing both air quality and congestion relief benefits.   
The Clean Air Express is also a highly efficient transit program when compared to other transit 
services.  The Clean Air Express has a farebox recovery ratio of more than 60% compared with 
the national average of 33%.  The CAE is the fourth largest transit operator in the county in 
terms of ridership carrying 9,500 passengers monthly. 
 
FY 02-03 Budget Assumptions:  The first budget for the CAE under SBCAG�s management 
was established last spring for FY 2002-03.   At the time, it was assumed that the Clean Air 
Express federal CMAQ expansion project would be implemented in FY 2002-03.  However, due 
to delays in the CMAQ authorization process this project will not be implemented until 2004.  
The increased fare and CMAQ revenues associated with the service expansion were expected 
to exceed the increased operating costs and provide adequate funding to balance the CAE 
2002-03 operating budget.  The delay in the implementation of the service has created a 
shortfall that must be addressed in order for the service to continue operating.  To add to this 
shortfall, projections made in the FY 2002-03 budget overestimated subscribership on the Route 
105  (Lompoc to UCSB) resulting in a shortfall in farebox revenue.  These two factors have lead 
to a projected $95,000 budget shortfall for the current fiscal year.   
 
Figure 1 compares the FY 2002-03 revenue assumptions to the actual revenue received.  
Figure 2 compares the estimated operating expenditures to the actual operating expenditures.  
As shown in the tables, expenditures are projected to be $690,300, whereas revenues are only 
projected to be $595,300, creating a shortfall of $95,000 by the end of FY 2002-03.    
 
Figure 1:  FY 2002-03 Budget Operating Revenue vs Actual Revenue Received  
 

Operating Revenue FY 2002-03 Budget FY 2002-03 Actual 
Revenue (projected) 

Farebox Revenue $ 564,000 $ 415,800 
CMAQ Operating Revenue        
(includes local match) $ 140,000 $   10,000 

APCD $ 160,000 $ 160,000 
FY 01-02 Carryover $ 0 $    9,500 
Total $ 864,000 $ 595,300 
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Figure 2:  FY 2002-03 Estimated Operating Expenditures vs Actual Expenditures 
 

Expenditures FY-2002-03 Estimated 
Expenditures 

FY 2002-03 Actual 
Expenditures (projected) 

Bus Operations & Fuel $ 682,000 $ 599,000 
Salaries & Benefits $   72,100 $   71,000 
Overhead $   61,900 $   20,300 
Total $ 816,000 $ 690,300 
 
 
Resolving the Budget Shortfall:  Staff has considered the following funding strategies to 
resolve the FY 2002-03 Clean Air Express budget shortfall.     

 
1. Cutting Operating Costs:  When the budget shortfall was first identified, staff explored 

opportunities to cut operating costs.  However, most of the CAE operating costs are 
fixed costs, such as bus operator contract costs, staff salaries and benefits, and fuel 
costs.  Operating costs that can be cut without resulting in service cuts would have little 
or no effect on the $95,000 budget shortfall.   

 
2. Increasing Farebox Revenue:  Staff has been evaluating the need for a fare increase 

as part of the Clean Air Express expansion project.  While this was originally planned to 
take place in 2004, it is now recommended that fares be raised from $100 per month to 
$130 per month effective July, 2003.  Although this will not generate additional revenue 
this fiscal year, it will help to offset the operating costs over the long term of the program.   

 
Another means to generate additional revenue is to increase subscribership on the 
under-subscribed routes.  Staff is currently working with UCSB to boost ridership on the 
Route 105, and is also working on a marketing campaign to boost ridership on the other 
under-subscribed Lompoc based routes.  Although these marketing strategies are critical 
for the long term viability of the program, their benefits will not be felt until next fiscal 
year, and therefore will have no impact on the current budget shortfall. It is important to 
note that even if all seats were sold, the program would continue to operate at a deficit. 

 
3. State Transit Assistance (STA) Unallocated Fund Balance:  Efforts to cut costs or 

increase farebox revenue will have very little potential to reduce the FY 2002-03 budget 
shortfall.   As such, an additional revenue source will need to be allocated for the CAE to 
continue operating the service.   

 
Staff has evaluated the limited funding sources that could be used to offset the deficit 
and has concluded that using unallocated STA funds would be the most appropriate 
source.  STA funds are state sales tax funds set aside for transit improvements 
throughout the State of California.  STA funds are allocated each year to regional 
agencies like SBCAG.  SBCAG then allocates these funds to transit providers based on 
population and transit fare revenue in accordance with Transportation Development Act 
statutes.  STA funds are paid to transit claimants for capital or operating purposes on a 
reimbursement basis.  The funds are retained in a separate interest bearing account by 
SBCAG until claimants submit a reimbursement request.   
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There are currently sufficient unallocated STA interest earnings to pay for the $95,000 
Clean Air Express budget shortfall to allow the service to continue operating through the 
end of the fiscal year.  Since SBCAG is not defined in statute as a claimant for STA 
funds, Santa Maria has agreed to act as a claimant for these funds on behalf of the 
Clean Air Express project.  It is recommended that the Board adopt a resolution to 
allocate these funds for the budget shortfall.  The use of STA funds for the operation of 
the Clean Air Express transit service is permitted in the TDA statutes. 

 
Long Term Financial Outlook for the Clean Air Express: In July, 2003 CMAQ funds and 
APCD funds will be available for reimbursement.  If the FY 2002-03 budget shortfall is resolved 
as recommended by staff, the Clean Air Express is expected to operate in the black through FY 
2004-05. In 2005, SBCAG will lose nearly 30% of its operating revenue due to the expiration of 
the CMAQ grant and APCD subsidies.  Although the CAE maintains a very high farebox 
recovery ratio, fare revenues alone will not be sufficient to cover all operating costs in the future.  
If the Clean Air Express is to operate over the long term, a new dedicated source of operating 
revenue will be needed to subsidize the Clean Air Express beyond 2005.   
 
For illustrative purposes, Figure 3 shows the projected revenue through FY 2005-06.  The table 
assumes Board approval for the $95,000 in unallocated STA funds as well as a monthly 
subscription fare increase to $130.  Conservative subscription estimates were made for the 
expanded Clean Air Express service to project the future farebox revenue. 
 
Figure 3:  Projected Operating Revenue for the Clean Air Express 
 
Revenue FY 2002-03 FY 2003-04 FY 2004-05 FY 2005-06 
STA                         
(pending Board approval) $   95,000 $ 0 $ 0 $ 0 

CMAQ (Local & Federal) $   10,000 $ 208,800 $ 203,800 $ 0 

APCD $ 160,000 $ 160,000 $ 0 $ 0 
Projected Farebox 
(assumes fare increase) $ 425,000 $ 558,000 $ 643,000 $ 643,000 

Total $ 689,940 $ 926,800 $ 846,800 $ 643,000 
 
A long range Clean Air Express transit plan will be prepared prior to implementing the new 
expansion service.  The Board will be given an opportunity to discuss long term financing 
strategies for the Clean Air Express as part of that effort.  Until that time, it is recommended that 
the Board and SBCAG staff focus on funding and marketing strategies to address the short term 
budget shortfall. 
 
Proposed Fare Increase:  As mentioned before, staff has been examining the need for a fare 
increase as part of the Clean Air Express expansion project.  Although the farebox will likely 
never generate enough revenue to pay for 100% of the operating costs, farebox revenue 
constitutes the largest source of revenue to offset the costs of operating the CAE.   
 
Much of SBCAG�s knowledge about the history of the CAE fare structure is passed down 
anecdotally from APCD and previous CAE operators.  Much of the CAE institutional knowledge 
of the program was lost due to staff turnover. It is believed that the monthly fare was originally 
set at $75 in the early nineties when the service was first implemented.  The fares increased in 
the mid-nineties when fares ranged from $85 � $90 depending on the route and were raised 
again in 1996 to $100, where it remains today. 
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As shown in Figure 3, the long term viability of the program will depend on the availability of a 
new source of operating revenue.  In order to minimize the on-going subsidy for the CAE, it is 
recommended that fares be raised to $130 per month. This increase will generate an additional 
$140,000 or more annually.  Since it has been 7 years since the last fare increase and operating 
costs including fuel, insurance, operator contract, etc have increased, staff believes that the fare 
increase is fair and justified.   
 
The Federal Transit Administration requires transit operators to adopt a policy for implementing 
fare and service changes and to provide an opportunity for public comment for all fare 
increases.  Attachment A is a recommended policy for soliciting public comments prior to raising 
the fare.  If the Board adopts the policy, comment forms will be distributed to the current CAE 
subscribers and a public notice will be placed in the north county newspaper to solicit comments 
on the proposed fare increase.  A summary of these comments will be included as a staff report 
at the May board meeting, at which time, the Board will be asked to take action on the 
recommended fare increase.   
 
 
COMMITTEE REVIEW: None 
 
STAFF CONTACT:       Kent Epperson (961-8917) 
 
ATTACHMENTS:  A:  Resolution for $95,000 Unallocated STA Funds for the CEA 
 

   B:  Resolution for adopting policy for receiving public comments  
   on future CAE fare increases and/or major service reductions 
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RESOLUTION OF THE SANTA BARBARA 
 
 COUNTY ASSOCIATION OF GOVERNMENTS 
 
 
 
 
SUPPLEMENTAL ALLOCATION OF  ) 
STATE TRANSIT ASSISTANCE  ) 
FUNDS FOR FISCAL YEAR   )                                           RESOLUTION NO. 03-10  
2002-2003                     ) 
                                                  ) 
 
 
    

WHEREAS, Chapter 105 of the 1989 Statutes (SB-300 & SB 3) amended the State 
Transit Assistance Program established pursuant to Chapters 161 and 1002 of the 1979 
Statutes; and 

 
WHEREAS, the Santa Barbara County Association of Governments has created a State 

Transit Assistance Fund pursuant to Section 99313.6 of the Public Utilities Code to deposit all 
monies allocated and transmitted to it by the Secretary of the Business, Housing and 
Transportation Agency; and 

 
WHEREAS, State Transit Assistance funds in for Fiscal Year 2002-2003 were previously 

allocated to eligible claimants based upon the State Controller's estimate; and 
 
WHEREAS, the Santa Barbara County Association of Governments is in need of 

$95,000 in transit operating revenue to continue operating the Clean Air Express through the 
end of the Fiscal Year 2002-2003 and there are sufficient unallocated interest earnings in the 
State Transit Assistance fund to meet this need; and 
 

WHEREAS, Santa Maria has agreed to act as a claimant for these funds on behalf of the 
Clean Air Express project and the revised claim submitted by the city of Santa Maria on behalf 
of the Santa Barbara County of Governments has been evaluated and found to be consistent 
with the applicable provisions of the Public Utilities Code and the California Code of 
Regulations; and 

 
NOW, THEREFORE IT IS HEREBY RESOLVED THAT the Santa Barbara County 

Association of Governments as the Transportation Planning Agency for Santa Barbara County 
does hereby approve a supplemental allocation of $95,000 from the State Transit Assistance 
Fund to the following the City of Santa Maria for the purpose described above: 
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PASSED AND ADOPTED this 17th day of April, 2003 by the following vote:  
 
AYES: 
 
 
NOES: 
 
 
ABSENT: 
 
 
ABSTAIN: 
 
 
ATTEST: 
 
 
                                      
Jim Kemp                             Laurence Lavagnino, Chair  
Executive Director                         Santa Barbara County                      
        Association of Governments 
       
APPROVED AS TO FORM: 
 
 
By                      
     Kevin E. Ready, Sr.                        
    Deputy County Counsel  
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RESOLUTION OF THE SANTA BARBARA 
 
 COUNTY ASSOCIATION OF GOVERNMENTS 
 
 
 
POLICY FOR RECEIVING PUBLIC )                                          RESOLUTION NO. 03-11  
COMMENTS FOR FARE INCREASES   ) 
AND MAJOR SERVICE REDUCTIONS   ) 
AND NOTIFICATION OF MINOR ) 
SERVICE REVISIONS FOR THE )  
CLEAN AIR EXPRESS            ) 
                                                ) 
 

WHEREAS, the Santa Barbara County Association of Governments manages the 
operation of the Clean Air Express which provide intercommunity transit service between north 
Santa Barbara County and the Santa Barbara County south coast; and 

 
WHEREAS, the Santa Barbara County Association of Governments is a recipient of 

Congestion Mitigation and Air Quality (CMAQ) funds administered by the Federal Transit 
Administration for the procurement of transit vehicles for and operation of the Clean Air Express; 
and 

 
WHEREAS, the Santa Barbara County Association of Governments has a need to 

periodically revise the fare structure and modify routes and schedules for the Clean Air Express; 
and 

 
WHEREAS, the Santa Barbara County Association of Governments as a recipient of 

Federal Transit Administration funds is required to adopt a policy for receiving public comments 
for fare increases and major service reductions; and 
 

NOW, THEREFORE IT IS HEREBY RESOLVED THAT the Santa Barbara County 
Association of Governments as the managing agency for the Clean Air Express adopts the 
policy shown in Exhibit A as the policy for receiving public comments for fare increases and 
major service reductions for the Clean Air Express.   
 
 
PASSED AND ADOPTED this 17th day of April 2003 by the following vote:  
 
AYES: 
 
 
NOES: 
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ABSENT: 

Page 2 of Resolution 03-11 
 
ABSTAIN: 
 
 
ATTEST: 
 
 
                                      
Jim Kemp                             Laurence Lavagnino, Chair  
Executive Director                         Santa Barbara County                      
        Association of Governments 
       
APPROVED AS TO FORM: 
 
 
By                      
     Kevin E. Ready, Sr.                        
    Deputy County Counsel  
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Exhibit A 
 

POLICY FOR RECEIVING PUBLIC COMMENTS ON FARE INCREASES 
AND MAJOR SERVICE REDUCTIONS AND  

NOTIFICATION OF MINOR SERVICE REVISIONS 
 

 
The following shall be the policy of the Santa Barbara County Association of Governments 
(SBCAG) for adopting fare structure changes and/or implementing Clean Air Express service 
revisions. 
 
The public comment and notification policy shall be implemented as described below. 
 

A. Policy Definitions: 
 

1. Minor Service Revisions: Minor service revisions are defined as follows:  
 

a. The removal or relocation of an existing Clean Air Express stop, or the 
addition of a new Clean Air Express stop, or 

b. the implementation of a new Clean Air Express route, or  
c. changes made to the initial departure times or the routing of an existing 

Clean Air Express route. 
 

2. Major Service Reductions:  A major service reduction is defined as follows: 
 

a.  The discontinuation of a Clean Air Express route or 
b.   a system-wide service reduction that results in a 20% or greater cut in 

service hours.   
 

3.  Fare Increase:  A fare increase is defined as any increase in monthly 
subscription fees or daily fares for the Clean Air Express. 

 
B. Notifications:   

 
Minor Service Revisions:  Current Clean Air Express subscribers will be given written 
notice at least two weeks prior to implementing a minor service revision. The 
notifications shall either be mailed directly to the current subscribers, or shall be 
hand delivered to the Clean Air Express passengers by the bus operator or by a 
SBCAG staff member.    

 
Major Service Reductions and Fare Increases:  Current Clean Air Express 
subscribers and the general public shall be notified of any proposed Clean Air 
Express major service reduction or fare increase and shall be given an opportunity to 
submit written comments and/or attend a scheduled public meeting held for the 
proposed major service reduction or fare increase.  Written notifications shall either 
be mailed directly to the current subscribers, or shall be hand delivered to the Clean 
Air Express passengers by the bus operator or by a SBCAG staff member.   A public 
notice shall be posted in at least one local newspaper at least one week prior to a 
scheduled public meeting.  The newspaper public notice and subscriber notifications 
shall generally describe the proposed major service reduction or fare increase and 
shall include a mailing address where written comments can be sent, and include the 
time, day and location of the scheduled public meeting.   
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B. Public Meeting:  A public meeting shall be held for any proposed major service 

reduction or fare increase.  SBCAG staff shall provide information regarding the 
proposed major service reduction or fare increase, as well provide an opportunity for 
current Clean Air Express subscribers and/or the general public to voice their 
comments, suggestions or concerns regarding the proposed major service reduction 
or fare increase.  Meeting minutes will be taken during the public meeting in order to 
document the public comments.  Written and oral comments will be summarized by 
SBCAG staff and submitted to the SBCAG Board of Directors prior to implementing 
the proposed major service reductions or fare increase.   

 
C. Staff Recommendation:  SBCAG staff shall review all written comments and oral 

testimony regarding the proposed major service reduction or fare increase.  These 
comments will be evaluated along with the need to provide a cost effective and 
operationally efficient transit service.  Staff will prepare a report for the proposed 
major service reduction or fare increase to be submitted to the SBCAG Board of 
Directors along with a summary of the public comments.  

 
D. SBCAG Approval of Major Service Reductions and Fare Increases:  Upon 

receipt of the staff report and a summary of the public comments, the SBCAG Board 
of Directors will take formal action on the recommended major service reduction or 
fare increase.   

 
E. Notification of Board Action:  Current Clean Air Express subscribers shall be 

notified no less than three weeks prior to instituting a fare increase or implementing 
the major service reduction.  Written notifications shall either be mailed directly to the 
current subscribers, or shall be hand delivered to the Clean Air Express passengers 
by the bus operator or by a SBCAG staff member.    

 


