
 
 

 
 

 
STAFF REPORT 

 
 
 

SUBJECT:   Clean Air Express Financial Status Report    
 
MEETING DATE:   February 17, 2004    AGENDA ITEM:  9 
 
RECOMMENDATION: 

 
A. Receive a report on the Clean Air Express financial status. 
 
B. Authorize the Chair to sign letters requesting funding assistance from UCSB and the City 

of Santa Barbara 
 
C. Provide direction to staff regarding operating budget shortfall projected for FY 2004-05 

and FY 2005-06.   
 

SUMMARY: 
 
The Clean Air Express operating costs have historically been funded with a combination of 
APCD funds and farebox revenue.  The new expansion service is largely funded with CMAQ 
funds.  This year the APCD subsidy decreased by $80,000.  Operating costs have increased 
due to fuel inflation, higher insurance costs and additional service hours.  SBCAG has identified 
cost cutting measures such as purchasing fuel through the MTD, and will also be requesting 
additional funding from the APCD, UCSB and the City of Santa Barbara.  However, even with 
these measures SBCAG projects a budget shortfall of $157,695 this fiscal year, and $124,241 
next fiscal year.  If the Clean Air Express is to continue operating through next fiscal year, 
$282,000 in funding will need to be allocated to fill the projected budget shortfall. SBCAG does 
not have access to traditional sources of transit funding.  For this reason, staff is requesting that 
the Board provide direction on a preferred funding source to fill the total projected budget 
shortfall this year and next. 
 
DISCUSSION: 

 
The Clean Air Express is a commuter bus service offering a total of 10 routes from Lompoc and 
Santa Maria to Goleta and Santa Barbara.  Since 1992, the Clean Air Express has met a 
growing demand of commuters traveling from North County to the South Coast.  In 2003, to 
meet this demand, SBCAG acquired Federal Congestion Mitigation and Air Quality (CMAQ) 
funds to purchase 7 new buses and expand service from North County.  Last year, the Clean Air 
Express carried 113,000 passengers and removed 6.3 million vehicle miles traveled (VMT) from 
our highways.   
 
The Clean Air Express was managed and paid for by the APCD from 1992 to 2001.  The 
program was largely operated as a pollution reduction and alternative fuel demonstration project 
for APCD.  Over time, the program evolved from a clean air demonstration project to a formal 
public transportation program.  Air Quality Districts are restricted from operating public 
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transportation services.  For this reason, management of the Clean Air Express was transferred 
to SBCAG in 2001.  While the APCD has continued to subsidize the program, APCD funds were 
cut in half ($80,000 compared to the $160,000 in previous years) this year.  While funding has 
decreased, operating costs have increased.  Fuel inflation from this year and last, has resulted 
in a $68,000 increase in fuel costs.  In addition, insurance costs were $31,000 higher in FY03-
04 than in previous years.   As a result of the rising operating costs and the decreasing 
operating subsidies, SBCAG projects that the Clean Air Express will have a budget shortfall 
$157,695 this year and $124,241 next year.   
 
Clean Air Express Financial Status:   
 
The following figures show the projected expenditures and revenue this year and next. 
 

Figure 1:  FY04-05 Projected Clean Air Express Expenditures 

Santa Barbara 
Airbus 

$623,987

Insurance 
(secondary) 

$13,479

Office Lease 
and Equip 
$10,649

Marketing 
$15,204

Administration 
$152,787

Diesel Fuel 
$136,165

 
Figure 2:  Projected Expenditures and Revenue FY04-05 and FY05-06 

 
Projected Revenue FY 04-05 FY 05-06 

Farebox $604,110 $653,136 

CMAQ $177,870 $175,748 

APCD $80,000 $133,500 

Misc. $6,000 na 

Carry Forward from FY 03-04 ($54,652) na 

Total $814,829 $962,384 

   

Expenditures $971,024 $1,086,625 

Shortfall ($157,695) ($124,241) 
 

Total = $971,024 
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The Clean Air Express does not have access to the traditional sources of transit subsidies used 
by the other transit agencies in Santa Barbara County such as state Transportation 
Development Act funds and Federal Transit Administration Section 5307 urbanized area 
formula funds.  A Federal CMAQ grant was awarded to assist in the operation 4 new expansion 
routes for 3 years.  The Clean Air Express currently relies on APCD operating subsidies and 
farebox revenue to fund its ongoing operating costs.  Although the Clean Air Express maintains 
a very high farebox recovery ratio (63% in FY03-04), fare revenues alone are not sufficient to 
cover all operating costs.   
 
Virtually all transit systems require annual operating subsidies.  Within Santa Barbara County, 
these operating subsidies for local transit systems range from $1.71 to $8.36 per passenger.  
The subsidy required to operate the Clean Air Express in FY03-04 was $2.63 per passenger.  
Figure 3 illustrates how the Clean Air Express performance compares to other transit operations 
in Santa Barbara County. 
 

Figure 3:  Transit Operation Performance Statistics 
 

Transit 
Provider 

Operating 
Budget 

Operating 
Deficit Ridership Subsidy per 

passenger
Farebox 

Ratio 

MTD $15,281,000 $9,717,000 5,695,000 $1.71 38% 

SMAT $2,794,000 $2,494,000 580,000 $4.30 18% 

COLT $1,210,668 $1,355,000 162,000 $8.36 7.5% 

Clean Air 
Express $804,444 $297,000 113,000 $2.63 63% 

Coastal 
Express $629,269 $504,000 91,000 $5.54 43% 

 
 
Potential Cost Cutting and Revenue Generating Measures: 

  
SBCAG has identified the following potential cost-cutting measures that could be used to help 
offset the projected budget shortfall.   
 

• Reduce fuel costs by purchasing fuel from MTD.  MTD purchases fuel through a bulk 
purchasing agreement with several transit operators in the Los Angeles area.  The CAE 
could potentially save $5,000 annually if fuel is purchased through this bulk purchasing 
agreement.   

 
• Eliminate the $20,000 FY05-06 marketing budget for the Clean Air Express program.  

Considering that marketing budget is likely to generate more than $20,000 in farebox 
revenue through increased ridership, it is not recommended that the marketing budget 
be cut at this time.   

 
SBCAG has identified the following potential revenue generating measures to help offset the 
projected budget shortfall.   
 

• Increase Clean Air Express monthly fare by $5.00 per month.  A $5.00 fare increase is a 
3.8% fare increase which is consistent with historical fare increases for the Clean Air 
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Express program.  The baseline budget projections have assumed a $5.00/month fare 
increase effective July 1, 2005. SBCAG will need to hold a public hearing before a fare 
increase can be approved by the Board.   

 
• Exterior advertising on Clean Air Express buses.  Assuming the advertising space is 

filled, this program could generate approximately $10,000 in revenue each year.   
 

• SBCAG has submitted a supplemental Clean Air Express grant request to the APCD.  
The supplemental grant application could generate as much as $35,000 in additional 
revenue this year and is subject to approval at the March 2005 APCD Board meeting.   

 
• Request funding subsidies from UCSB and the City of Santa Barbara.  Draft letters from 

the SBCAG Board Chair to both of these entities are included in this staff report for 
Board approval.   These subsidies could take the form of actual cash contributions or 
they could take the form of passenger fare subsidies that would result in increased 
ridership and increased farebox revenue.  The City of Santa Barbara and UCSB 
currently offer transit subsidies exclusively to MTD transit passengers.  These programs 
could potentially be expanded to include Clean Air Express passengers.  It is unknown 
how much funding could be generated from either these subsidy programs.  SBCAG 
staff has been in communication with both UCSB staff and the City of Santa Barbara 
staff regarding funding needs for the Clean Air Express.  There has been marginal 
receptivity for near term funding, but some interest in modifying their transit benefit 
programs in future years.  These funding request letters would formalize our requests. 

 
These budget balancing measures are uncertain and therefore have not been included in the 
baseline budget projections (with the exception of the $5.00/month fare increase planned for 
7/1/2005).  Should all of these measures be successful, they could generate $50,000 or more.  
However, these measures are speculative.  Additional funding will be required to keep the CAE 
in operation. 
 
Other Funding Options: 
 
Various sources of funding were considered to fill the Clean Air Express funding gap, including 
Transportation Development Act (TDA) funds, Federal Transit Administration Section 5307 
funds, Regional Surface Transportation Project (RSTP) funds and Measure D regional funds. In 
November and December these funding options were presented to an Ad Hoc committee on 
Transit Funding Issues and to TTAC.  These committees included representatives from the 
Cities, the County, APCD, CalTrans, as well as SMAT, COLT and SBMTD.  The overall 
consensus at these two meetings was for SBCAG to increase marketing to generate more 
farebox revenue, identify cost cutting measures, request more funding from the APCD and 
request funding from UCSB.   
 
There was also recognition by the two committees that the Clean Air Express serves a growing 
need and thus SBCAG should allocate additional funds to insure its continuation.  The revenue 
source preferred by the committees was Regional Measure D funds.  A portion of the regional 
Measure D funds remains unallocated and these funds are permitted to be used for transit 
purposes at the SBCAG board’s discretion.  Adding the Clean Air Express to the regional 
program would require and amendment to the Measure D expenditure plan which requires a 
two-thirds majority approval of the SBCAG board.  Signage could be placed on the exterior of 
the Clean Air Express buses indicating that the service is another transportation program 
funded by Measure D. 
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Although other possible funding sources were evaluated, they each have drawbacks that make 
them less desirable than regional Measure D funds.   TDA funds or FTA 5307 funds are 
currently used by local agencies for existing roadway and/or transit projects.  Although an 
unallocated balance of RSTP funds is available, these funds cannot be used directly for transit 
and would have to be exchanged with a local agency for funds that are transit-eligible.  Using 
Regional Measure D funds would not reduce funding committed to other local agency projects 
and would not require a fund exchange agreement.  
 
On January 26, 2005, staff presented a Clean Air Express financial status report to the North 
County Subregional Committee.  The committee made the following recommendations at that 
meeting: 
 

• The board should allocate additional funds to fill the FY04-05 and FY05-06 budget 
shortfall  

• Expand the Clean Air Express marketing program to include public access TV   
• Obtain quotes from other diesel fuel distributors to insure the lowest price for fuel  
• Draft a letter for the SBCAG Board Chairman formally requesting funding from UCSB  

 
Clean Air Express Transit Plan and Long-Term Operating Issues:   
 
There are several long-term operating issues facing the Clean Air Express.  Issues such as: 
operating policies and procedures, marketing efforts, performance standards, long-term 
management of the Clean Air Express program (i.e. who should manage the service, SBCAG, 
SBMTD, SMAT, COLT?), long term funding needs, and the need for better coordination with the 
other intercommunity transit services planned for North County.  These issues will be discussed 
in the Clean Air Express Transit Plan which is under development and scheduled for approval 
by the SBCAG Board this year. 
 
Recommendation:  SBCAG staff recommends that the shortfall for Clean Air Express for the 
remainder of fiscal year 04/05 and for fiscal year 05/06 be funded with $282,000 in Regional 
Measure D funds.   If the board concurs with this recommendation, a Measure D expenditure 
plan amendment will be presented to the Board in March for approval (requires two-thirds 
majority vote of the board).   Staff also recommends that the Chair be authorized to sign funding 
requests letters for UCSB and the City of Santa Barbara.  As noted above, this recommendation 
is consistent with the recommendations of the North County Subregional Planning Committee, 
TTAC and the ad hoc transit committee. 

 
 STAFF CONTACT: Kent Epperson, Scott Spaulding 
 

COMMITTEE REVIEW:    Ad Hoc North County Transit Funding Committee, TTAC and North 
County Subregional Committee. 

 
Attachments:   
 
Funding request letters to UCSB and City of Santa Barbara 



 

 
 

 
 

 
 

 
February 17, 2005 
 
 
Henry T. Yang 
UCSB Chancellor 
5221 Cheadle Hall 
University of California 
Santa Barbara, CA 93106-2030 
 
Subject:  UCSB financial support for the Clean Air Express 
 
Dear Mr. Yang, 
 
The SBCAG Board of Directors would like to commend UCSB for its recent proposal to increase its 
Transportation Alternatives Program (TAP) to reduce parking demand on campus.  It is clear that 
UCSB stands behind alternative transportation for its employees and its students.   As the largest 
employer in the County, UCSB can play an important role in reducing traffic congestion on 
Highway 101.  SBCAG would like to request financial support for continued operation of the Clean 
Air Express transit service to help the University meet its goals for reduced parking demand. 
 
SBCAG has operated a Clean Air Express bus route from Lompoc to UCSB since 2002.  This 
service helps to reduce UCSB’s parking demand on campus by providing your employees with a 
commuting alternative to driving alone.  Recognizing the value of the Clean Air Express service, 
UCSB contributed $10,000 towards the purchase of a new $430,000 commuter coach for the 
UCSB service in 2003.   
 
Since 2002, ridership on the UCSB route has been stable but lower than expected. Last year, the 
UCSB route averaged about 20 round trip passengers per day which is less than 50% of seating 
capacity.  The lower than expected fare revenue has resulted in a need for a $26,000 annual 
operating subsidy for the UCSB service.  If daily ridership were to increase by only 16 passengers, 
the fares collected on that route would pay for the direct costs associated with the service.  
SBCAG believes that this could be achieved by introducing an employee Clean Air Express 
subsidy similar to the UCSB vanpool subsidy and proposed MTD transit subsidy. 
 
Tom Roberts, Director of UCSB Transportation and Parking Services, recently presented the 
proposed 2005 TAP to SBCAG staff.  Mr. Roberts explained that UCSB currently provides Lompoc 
vanpoolers with a 30% subsidy.  This subsidy roughly equates to a $1.60 daily subsidy.  UCSB is 
also considering offering employees a free MTD transit pass for commuting to and from UCSB 
($2.50 per round trip).  These passes will likely be honored on the MTD Valley Express from 
Solvang and Buellton to UCSB.    
 
SBCAG is requesting that the University consider extending its transit benefit to Clean Air Express 
passengers.  If a $2.50 daily Clean Air Express transit subsidy were to be offered to UCSB 
employees, the daily fare for the Clean Air Express would be approximately $80 per month, which 
is significantly cheaper than the $107 monthly vanpool fare currently paid by UCSB Lompoc 
vanpoolers.  At this rate it is likely that many of your current automobile commuters would switch to 
the Clean Air Express.   
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This year, as a result of a reduction in Air Pollution Control District funding and rising fuel and 
insurance costs, SBCAG is projecting a budget shortfall of $157,000 for the Clean Air Express.  
SBCAG is seeking funding partners for the Clean Air Express to help insure that the service 
continues to operate in the future.  Please consider this to be a formal request for financial 
assistance for the Clean Air Express.  UCSB financial support could either take the form of an 
annual cash contribution to offset the $26,000 annual operating deficit or it could take the form of a 
Clean Air Express employee transit subsidy as described above.  
 
Thank you for your past financial support for the Clean Air Express.  SBCAG staff looks forward to 
working with UCSB to insure that the high quality and affordable transit service currently provided 
by the Clean Air Express continues in the future.  Please contact Jim Kemp (SBCAG Executive 
Director) at 961-8908, if you have any questions regarding this request.     
 
 
Sincerely, 
 
 
Mayor Dick DeWees 
SBCAG Board Chairman 
 
 
C: SBCAG Board of Directors 

Jim Kemp, SBCAG Executive Director 
Tom Roberts, UCSB Transportation and Parking Services 
 



 

 
 

 
 

 
 

 
February 17, 2005 
 
Mayor Marty Blum 
City of Santa Barbara 
Post Office Box 1990 
Santa Barbara, CA 93102-1990  
 
Subject:  Financial support for the Clean Air Express 
 
Dear Mayor Blum, 
 
The SBCAG Board of Directors would like to commend the City of Santa Barbara for its 
commitment to alternative transportation in the Downtown Santa Barbara employment district.  The 
introduction of the MTD MyRide downtown employee pass program will result in higher transit 
ridership and a lower parking demand in downtown. As the largest employer in Santa Barbara, and 
the largest provider of downtown parking, the City of Santa Barbara plays an critical role in 
reducing traffic congestion on Highway 101.  SBCAG would like to request financial support for 
continued operation of the Clean Air Express transit service to help the City meet its goals for 
reduced parking demand and traffic congestion.. 
 
Since 2001, SBCAG has operated the Clean Air Express commuter bus service from Lompoc and 
Santa Maria to downtown Santa Barbara.  In 2004, the Clean Air Express removed over 30,000 
automobile trips from downtown alone.  Everyday, the Clean Air Express reduces parking demand 
in downtown by more than 70 spaces by providing commuters with an alternative to driving their 
cars.  SBCAG added two new Express buses to downtown Santa Barbara in September 2004, 
doubling the passenger carrying capacity to downtown.  With the additional transit service, there is 
a potential for reducing daily downtown parking demand by an additional 150 spaces.  At an 
average cost of $25,000 - $30.000 per structured parking space, this equates to a $3.75 million 
dollar savings for the City of Santa Barbara. 
 
The Clean Air Express does not have access to the traditional sources of transit subsidies used by 
the other transit agencies in Santa Barbara County such as state Transportation Development Act 
funds and Federal Transit Administration Section 5307 urbanized area formula funds.  The Clean 
Air Express currently relies on Air Pollution Control District (APCD) operating subsidies and 
farebox revenue to fund its ongoing operating costs.  These revenues are not sufficient to cover 
the costs of operating the Clean Air Express.  A reduction in funding from the APCD and and the 
rising fuel and insurance costs will result in a projected Clean Air Express budget shortfall of 
$157,000 this fiscal year and $125,000 next fiscal year.   
 
SBCAG is seeking funding partners to help ensure that the Clean Air Express service continues to 
operate in the future.  Please consider this to be a formal request for financial assistance for the 
Clean Air Express.  City of Santa Barbara financial support could either take the form of an annual 
cash contribution to reduce or eliminate the annual operating subsidy for the bus routes serving 
downtown, or it could take the form of a fare subsidy increase ridership on downtown bus routes.  
SBCAG Traffic Solutions believes that this could be achieved by extending the MyRide pass 
program to downtown Clean Air Express passengers.    
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As you know, the City of Santa Barbara Parking Services is offering downtown employees with 
free MTD MyRide transit passes as a mitigation measure for the Granada Garage Parking Garage 
project.  SBCAG staff has had discussions with City parking staff to consider expanding the 
MyRide pass program to downtown Clean Air Express passengers. A $2.50 daily transit fare 
subsidy (comparable to the MTD subsidy) would reduce the monthly fare from $130 to $80.  This 
kind of discount would result in a substantial increase in ridership and fare revenue.  It would also 
help the City meet its goal of reducing parking demand downtown. 
 
Thank you for your on-going support for alternative transportation.  SBCAG looks forward to 
working with the City to insure that the high quality and affordable transit service currently provided 
by the Clean Air Express continues in the future.  Please contact Jim Kemp (SBCAG Executive 
Director) at 961-8900, if you have any questions regarding this request.   
 
Sincerely, 
 
 
 
Mayor Dick DeWees 
SBCAG Board Chairman 
 
 
C: SBCAG Board of Directors 

Jim Kemp, SBCAG Executive Director 
Tom Roberts, UCSB Transportation and Parking Services 

  
 
 


