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 TO:    TTAC 
 

SUBJECT:   Clean Air Express Funding Needs    
 
MEETING DATE:   December 2, 2004    AGENDA ITEM:  6 

 
RECOMMENDATION: 

 
Recommend that $399,415 of Regional Surface Transportation Assistance Program (RSTP)  
funding be used to eliminate the projected Clean Air Express budget shortfall in FY04-05 and 
FY05-06. 

 
DISCUSSION: 

 
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.  Because of the declining air quality benefit of the program and the APCD’s desire to 
end its role as a transit operator, management of the Clean Air Express was transferred to 
SBCAG in 2001.  Although the APCD continued to provide operating subsidies to help cover the 
net operating costs of the Clean Air Express, the operating funds have decreased as cars have 
become cleaner-burning and the air quality benefits of the Clean Air Express have declined.  
This year, the APCD operating funds were $80,000 compared to the $160,000 provided last 
year.  While funding has decreased, operating costs have increased.  In FY03-04, fuel costs 
were $18,000 higher and insurance costs were $31,000 higher than the previous fiscal year.   
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 ranging from $109,181 to 
$124,295 this year and from $131,698 to $275,120 next year.  Once CMAQ funds for the Clean 
Air Express are exhausted in FY06-07, the budget shortfall will likely be more than $440,000 a 
year.   
 
SBCAG is not recognized as a transit agency by the Federal Transit Administration (FTA) and is 
not a designated recipient of State Transit Assistance funds according to Transportation 
Development Act statutes.  For this reason, 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.  Without the historical APCD operating subsidies, 
farebox revenue is the only on-going source of operating funds available for the service.  
Although the CAE maintains a very high farebox recovery ratio (63% in FY03-04), fare revenues 
alone will not be sufficient to cover all operating costs in the future.   
 
Virtually all transit systems require annual operating subsidies.  Within Santa Barbara County, 
these operating subsidies for local transit systems range from $1.30/passenger to 
$5.13/passenger.  The subsidy required to operate the Clean Air Express in FY03-04 was 
$2.65/passenger. 



 
Near-term Operating Subsidies:   If the Clean Air Express service is to continue operating this 
year and next an additional subsidy of approximately $400,000 must be allocated to cover the 
projected shortfall.  Four sources of funding have been considered to fill the near-term projected 
budget shortfall:  
 
■ Measure D Local Funds; 
■ Transportation Development Act funds; 
■ FTA 5307 funds, and; 
■ Regional Surface Transportation Project (RSTP) interest earnings.    
 
On November 19, 2004, an Ad Hoc committee on Transit Funding Issues was convened by 
SBCAG staff.  Representatives from SMAT, COLT, SBMTD, the APCD, the County, the City of 
Santa Barbara and SBCAG discussed options for addressing the short-term and long-term 
financial needs of the Clean Air Express.  The committee consensus was that the option of 
discontinuing the Clean Air Express to resolve the projected budget shortfall was not a viable 
option considering the growing demand for commuter bus services in North County.  The 
consensus was to allocate funds to fill the projected funding shortfall.  The committee agreed 
that using RSTP funds generated from interest earned on the RSTP account balance would 
have the least impact on existing transportation projects and therefore was the most favorable 
funding source to fill the short-term budget shortfall.   
 
RSTP funds originate with the federal government, are exchanged for state gas tax funds by 
Caltrans, and distributed to SBCAG on an annual basis for transportation projects.  RSTP funds 
are programmed by the SBCAG Board to projects.  For regional projects that are programmed 
on a competitive basis using RSTP, funds are paid out on reimbursement basis by SBCAG.  An 
unprogrammed balance of up to $4.3 million in RSTP funds may be available.  These funds 
have historically been used by the SBCAG Board to close shortfalls in SBCAG’s operating 
budget and more recently, local agencies have requested that they be allowed to exchange 
CMAQ funds for STP funds when the scope of their projects change to something that is no 
longer eligible for CMAQ. 
 
Since RSTP funds are exchanged for gas tax funds which cannot be used for transit operating 
purposes (a limitation in the state constitution), an agency receiving Measure D Local funds and 
intending to spend them on a local street repair project would have to be willing to trade their 
Measure D funds for RSTP funds.  Measure D funds could then be used to fund the Clean Air 
Express.  A similar exchange was executed last year between SBCAG and the County to 
provide local Measure D funds as the match for federal CMAQ funds that were programmed to 
expand the CAE service.  
 
SBCAG staff agreed with the concerns of some of the Ad Hoc transit funding committee 
members that RSTP funds, exchanged for Measure D, are not the best way to fund on-going 
transit operating costs.  This proposal would be a temporary solution, funding the remainder of 
the projected 04/05 fiscal year, and the 05/06 fiscal year Clean Air Express budget shortfall.     

 
Long-Term Operating Issues:  There are several long-term operating issues facing the Clean 
Air Express.  Issues such as, whether the Clean Air Express should continue operating beyond 
FY05-06?  If the Clean Air Express operation continues, should SBCAG continue administering 
the program or should it be transferred to SBMTD, SMAT, COLT or some other government 
agency?  What source of funds will be used to pay for the on-going operation of the Clean Air 
Express?  How can the Clean Air Express service be better coordinated with the other 
intercommunity transit services planned for North County?  The Ad Hoc Transit Funding 
committee came to a consensus that these longer-term operating issues should be considered 
as part of a comprehensive transit planning effort for North County likely to be conducted next 



year.  This planning effort would also consider funding and operating issues facing the other 
intercommunity transit services in North County. 
 
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 $399,000 in RSTP.   Any 
unused RSTP subsidies would be rolled over to fiscal year 06-07 and applied to that year’s 
Clean Air Express budget deficit.  If management of the Clean Air Express is transferred to 
another agency, the RSTP funds would be transferred to the managing agency to be used for 
the operation of the Clean Air Express.  

 
 STAFF CONTACT: Kent Epperson, Scott Spaulding 
 

COMMITTEE REVIEW:  An Ad Hoc Transit Funding Committee met on November 19, 2004 
and by consensus agreed that the Clean Air Express should continue operation by allocating 
funds to fill the projected budget shortfall.  The committee agreed that RSTP interest reserves 
would have the least impact on other transit services and agencies and would be the preferred 
short-term operating subsidy source for the Clean Air Express.    
 
Attachment:  None 

 


