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Introduction 

The mission of Santa Barbara Metropolitan Transit District (MTD) is to enhance the mobility of South 
Coast residents, commuters, and visitors by offering safe, appealing, equitable, environmentally 
responsible, and fiscally sound transit service.  While still experiencing some residual effects of operating 
the under the constraints of a Pandemic, it appears the District has turned the corner into recovery, just 
one year after the Pandemic was declared over.   

For the second year in a row, Service Hours are projected to be increased due to the hiring of drivers 
and additional plans for carrying out the Board of Directors approved Short- Range Transportation Plan 
including the restoration of Service Hours for the Santa Barbara City College (SBCC) and University of 
California, Santa Barbara (UCSB) Express services between the schools, restatement/reconfiguration of 
the Isla Vista Shuttle Service, the launch of a Microtransit pilot program in the City of Goleta and a portion 
of Isla Vista, a reconfigured Downtown-Waterfront Shuttle temporarily reinstated since the Pandemic, 
restructuring some services for increased on-time performance. 

Fuel prices continue to be volatile based on world events.  In 2020 the price of Biodiesel Fuel reached a 
historic low of $1.65/gallon. In the past year contracts for six months were obtained at the prices of $3.41 
and $2.25 per gallon.   As a transportation service provider, labor & fuel make up the large majority of 
the Operating Expenses (77%).  Increases in these costs have not only increased MTD’s direct operating 
outlays but have driven the costs of other goods and services MTD must procure.  Some of this has had 
positive results as Sales Tax has been the highest source of Revenue Income (47%).  With rising home 
values Property Tax Revenues have continued to increase, which represents 4% of the overall revenue. 

Climate has had an impact on costs and MTD has weathered multiple storms over the past few years. 
Contingency plans, preservation of assets and safely carrying out the mission is carefully orchestrated 
by the Operations, Planning, and Risk Departments.  Retaining insurance coverage in the State of 
California can be challenging as some admitted carriers are no longer writing coverage in the state. 
Efforts have been undertaken to insure all assets have replacement coverage in light of the disasters 
faced by the District, resulting in increased insurance premiums.  

The Federal Reserve Bank has continued to maintain increased interest rates in response to controlling 
inflation which has had had a positive impact on savings interest returns and for a period of time and 
moving forward.  While the District has no outstanding loan obligations, these interest rate increases 
have an impact on goods and services being procured by MTD.  

Transitioning the vehicle fleet to Zero Emissions continues to be a high priority.  Included in the Capital 
Budget is the funding and Capital Investment necessary for the Procurement of Electric Battery Bus 
replacements, Charge Ready Bridge-Electric Bus Infrastructure and Haley Canopy & Facility 
Electrification Upgrades.     

Completion of the 2020 Census reclassified the Santa Barbara Urbanized Area (UZA) to a Large UZA 
having financial, operational, and compliance impacts adding costs for personnel, equipment and 
materials.  The Federal Stimulus funding made available during the Covid-19 Pandemic, positions MTD 
for financial stability into FY 2026-2027, however with rising costs a balance needs to be reached 
between fare revenues and expenses over the next few years. 
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Executive Summary 
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MTD’s proposed operating budget for FY 2024-25 is $33,085,015, and requires the allocation of 
$5,408,817, in federal COVID-19 relief funds to balance.  The supplemental federal financial aid was 
awarded to the district as the federal transit recipient for the Santa Barbara Urbanized Area.  The 
supplemental financial aid will be required to balance MTD’s operating budget for the fifth consecutive 
year. Staff estimates that the relief funds will be exhausted by FY 2027-28. 

The $5,408,817, in federal COVID-19 relief funds represents 16% of MTD’s operating revenue for the 
coming fiscal year.  The amount is more than twice over the estimated amount of $2,369,566, in like 
funding needed to balance the current operating budget, however unexpected increases in fare, sales 
tax, and property tax revenues coupled with reductions in expenses due to staff vacancies and fixed fuel 
contracts reduced the amount of subsidy needed to balance the financial statement in FY 2023-24.  

As in FY 2022-23, financial results for FY 2023-24 reflect a number of vacant positions across all 
departments, however much headway was made in filling positions during the year.  Additionally, MTD 
entered into a fixed-price fuel contract at $2.77 per gallon that expires at the end of the FY 2023-24.  The 
proposed budget for FY 2024-25 assumes a contract price of $2.25/gallon through December 31, 2023 
and a projected $3.88 per gallon for renewable diesel, which translates into an estimated $262 thousand 
decrease over the prior year.  On a positive note, Fare, Sales Tax and Property Tax Revenues are 
surpassing the FY 2023-24 Budget, demonstrating ridership is increasing. 

Transit Service Level 

The budgeted service level for FY 2024-25 remains significantly below the pre-pandemic agency high of 
219,864 revenue hours of service.  During FY 2023-24, The reduction affected more than a dozen routes. 
In all, MTD estimates that it will provide 176,692 revenue hours in FY 2023-24, and has budgeted an 
annual service level of 180,561 for FY 2024-25.   The increase of 3,869 Service Level hours includes the 
restoration of Service Hours for the Santa Barbara City College (SBCC) and University of California, 
Santa Barbara (UCSB) Express services between the schools, restatement/reconfiguration of the Isla 
Vista Shuttle Service, the launch of a Microtransit pilot program in the City of Goleta and a portion  of Isla 
Vista, a reconfigured Downtown-Waterfront Shuttle temporarily reinstated since the Pandemic, 
restructuring some services for increased on-time performance. 
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It is important to note that this budget assumes full employment and an increase in the cost of renewable 
diesel fuel for half of the fiscal year.  The labor shortage, which is not limited to a specific profession or 
industry, continues to challenge MTD’s ability to deliver the high level of public transit service the agency 
has traditionally provided. As the supplemental financial aid is anticipated to be fully exhausted by FY 
2027-28, it is incumbent upon management to begin preparing contingency plans within the next 12 to 
24 months. Additionally, staff must remain focused on addressing retention and recruitment issues to 
stabilize the workforce as a foundation for the future. 

Operating Budget 

Overall, the FY 2024-25 Operating Budget reflects an increase of 5% over the FY 2023-24 Budget.  The 
increase is being driven by escalations in labor and risk related costs.  The FY 2024-25 figures include 
the Collective Bargaining Agreement increases of 4% which cover 80% of the MTD staffing. Driver 
vacancies have been filled and the Human Resources/Risk group is currently fully staffed.  Additional 
personnel are planned to be hired to assist with the Compliance, Safety and Administrative requirements 
under the regulations of being a large Urbanized Area (UZA).  While fuel prices are sharply down from a 
high in 2021, market volatility has kept average diesel prices in the low to high $3/gallon range.  Although 
the District has a six-month contract for $2.25 through December 31, 2024, the bids came in at various 
levels supporting an escalated budget in the latter six months of the year.  Risk mitigation strategies are 
costly, as there are fewer insurance companies willing to underwrite policies in California due to large 
claims from natural disasters and the reinsurance market challenges.  Additionally, this year a policy 
review indicated that additional assets were to be schedule for replacement coverage. 
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The FY 2024-25 Budget does reflect an increased amount of federal stimulus funding that will be 
expected to be necessary during the period, however more than what is expected for the FY 2023-24 
fiscal year closing directly related to lower expenses than estimated at budget time. 

Operating Revenue 

The FY 2024-25 Operating Revenue Budget of $27.6 million is comprised of several key components. 
Budgeted Sales Tax revenues reflect the appropriations reported in the annual TDA claim and Measure 
A Program of Projects.  While increases have been recognized there is cautious optimism regarding any 
continued increases in rates for the future as also considered by the State, County and other Local 
Agencies in their budgeting processes. Fare Revenue has been budgeted at 4% increase over the 
estimate for FY 2023-24 which is greater than the budget. The FY 2024-25 Operating Budget includes 
the fares associated with the increase in service hours.   The additional service hours cost will be funded 
with grant programs included in State and Local Opportunity Assistance Revenues.    

Federal operating assistance is reduced based on an allocation document received from FTA.  Section 
5307 Federal Operating Assistance is the second-largest source of inflows, accounting for 19% of total 
operating revenue.  FY 2024-25 federal 5307 operating assistance is budgeted at $5.1. As a large UZA 
there are specific guidelines which must be adhered to in utilizing these funds for Operations.  MTD 
began planning for this potential transition a few years ago.  In addition to fare discounts, operational 
reporting and program requirements, the use of operating funds are subject to specific requirements for 
large UZAs: 

• Continuing to operate between 76 and 100 buses in peak service permits the agency to use
50% of the allocation for operating expenses.

• Ten (10) percent of the apportionment may be utilized for Americans with Disabilities (ADA)
complementary paratransit service. (Contracted by MTD with Easy Lift.)

• Maintenance costs related to vehicles, equipment and facilities are eligible capital expenses.
• Lease payments for capital assets are considered eligible expenses.
• At least 1% of the allocation must be spend on public transportation security projects.
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• Minimum .75% expenditure on safety related projects.

Staff anticipates that MTD can meet the requirements to utilize all Section 5307 funds budgeted. 

The largest revenue source for MTD stems from sale tax activity, accounting for 47% of operating 
revenue.  MTD is apportioned sale tax revenue through two sources: the Local Transportation Fund 
(LTF), based on the ¼ percent of general statewide sales tax dedicated to public transit; and Measure A, 
the voter-approved ½ percent increase in the countywide sales tax rate to meet local transportation 
needs. The FY 2024-25 LTF apportionment is $10 million and the Measure A apportionment is $2.8 
million.  Based on actual receipts from FY 2018-19 to FY 2023-24 the average annual growth in LTF and 
Measure A was 5% and 3% respectively. Hence, these inflows have been instrumental in offsetting 
declining revenues in other areas. This is evident in FY 2022-23, as SBCAG increased the original 
appropriation as well as issued a FY 2021-22 end of the year benefit of nearly $600 thousand, and 
another $453k in FY 2024-25. 

Total fare revenue is budgeted at $5.1M for FY 2024-25, which is an 8% increase over the FY 2023-24 
budget and 4% over the estimate for the year.  The growth is budgeted for FY 2024-25 because the 
service level is being increased compared to the prior year as approved by the Board of Directors for the 
restatement/reconfiguration of services adding restoration of Service Hours for the Santa Barbara City 
College (SBCC) and University of California, Santa Barbara (UCSB) Express services between the 
schools, restatement/reconfiguration of the Isla Vista Shuttle Service, the launch of a Microtransit pilot 
program in the City of Goleta and a portion  of Isla Vista, a reconfigured Downtown-Waterfront Shuttle, 
and increases in SBCC contract fares based on enrollment.  A detailed listing of all revenue is included 
at the end of this report.  
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Operating Expenses 

Operating expenses for FY 2024-25 reflect a budget of $33 million. Key assumptions include the August 
service increases, the assumption of full employment.  The largest item factored into the budget are the 
collective bargaining agreements (CBAs) for the period of July 1, 2022 through June 30, 2025, with the 
International Brotherhood of Teamsters Union, Local 186.  Approximately 80% of MTD’s workforce falls 
under the CBA terms.  
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 .  

Human Resources – Budgeted outlays for wages and fringe benefits total almost 71% of expenses.   The 
number of drivers is budgeted at 130 FTEs, increased from 125 FTEs in FY 2023-24.  MTD drivers, 
supervisors, mechanics, and service workers collectively fall under the CBA.  Positions have been 
included to meet compliance requirements under the Large UZA classification to include Administration, 
Operations and Safety.  MTD, like many employers, is challenged with employee retention and the ability 
to hire qualified employees in both union and non-union classifications. Nonetheless, the budget reflects 
full employment, as doing so allows the onboarding process to occur in a timely manner.  

Risk Related Expenses – The budget for FY 2024-25 risk related expenses total $2.3 million, 8% of total 
expenses.  Budgeted outlays are in line with the aggregate General liability (GL) and Workers’ 
compensation (WC) seven-year average.  Lending to the increased GL costs compared to the FY 2023-
24 estimate was an increase in the recent insurance renewal of approximately 7%.  Commercial Property 
Insurance grew by due to the scheduling of assets for replacement coverage.  Earthquake Insurance is 
up 5%, however there were assets added to the schedule for replacement.  GL costs for the past five 
years revealed an upward trend, while a downward trend was noted for WC costs for the same period. 
WC claim resolutions in FY 2023-24 are estimated to be lower in the next year’s estimate.  
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Revenue Vehicle Fuel – In 2018, the California Air Resources Board adopted the Innovative Clean Transit 
regulation. As a result of this regulation, MTD switched from petroleum diesel to renewable diesel (RD) 
in 2019.  Initially MTD secured a contract for RD at the maximum price of $1.65/gallon from November 
of 2020 and extended it through June 30, 2022.  Global market demand outpaced supply, along with 
international pressures and sanctions driving the cost of fuel up to levels not experienced since 2012. 
MTD has been able to secure fixed price contracts from July 2021 through December 2024 that have 
been favorable to purchasing off the wholesale rack price and provide for cost planning.  The Diesel Fuel 
Cost chart above depicts those rates through December 31, 2024.  Projected pricing, based on futures 
is expected to return to under $2/gallon, however there continues to be volatility in the global marketplace. 
MTD is continuing to analyze procurement strategies for the next 12-months from the current contract 
expiration date of 12/31/2024.  The FY 2024-25 Budget contains the fixed fuel price until the contract 
period ends and has budgeted an amount between the current and high bid contract rate for the remaining 
period of January 1, 2025 to June 30, 2025.  

Capital Budget 

The capital budget for FY 2024-25 is $43.9 million, consisting of $11.7 million in new projects and over 
$32 million in carryover projects from FY 2023-24. The majority of the projects are related to revenue 
vehicles and facilities.  Some projects in the capital budget are awaiting funding approvals. A detailed 
capital project listing, including the prior year capital budget, is included at the end of this report. 
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Capital Projects 

Bus Purchases & Improvement – Bus replacement acquisitions consist of the carryover of eight 40’ 
electric buses previously approved, with funding from the California State Transportation Agency under 
the Transit and Intercity Rail Capital Program and eight (8) additional buses planned contingent upon a 
grant award with Solutions for 101 Congested Corridors.  The budget also includes the three of the four 
replacement paratransit vans for use by Easy Lift; one was purchased this year, as well as Microtransit 
Vans for the District. 

Operating & Passenger Facilities – Terminal 2 recommissioning work and electrical infrastructure 
upgrades at Terminal 1 are the primary facility projects. The Terminal 2 improvements will alleviate 
revenue vehicle storage/electric bus charging constraints at Terminal 1, ultimately accommodating thirty 
electric buses. Terminal 1 improvements center around electric vehicle infrastructure, including 14 new 
charge stations associated with the Southern California Edison (SCE) Charge Ready project. Additional 
improvements include the conversion of ten existing 208V charge ports to 480V for battery-electric bus 
charging equipment and future EV fleet expansion.  Terminal 1 and the Administration Building are in 
need of Capital Repairs as the Building is aging and requires attention. The Terminal 2, Phase I 
Construction is expected to be completed in the FY 2024-25. 

Intelligent Transportation Systems/Information Systems and Other Equipment – The Automated Vehicle 
Locator (AVL) and Intelligent Transportation System (ITS) need upgrades to continue meeting the 
General Transit Feed Specifications (GTFS) now required.  The Contactless Payment support costs are 
being carried over to FY 2024-25.   The organization Information Technology Systems require Security 
enhancements to continue protecting the data storage system.  Business Software systems are 
antiquated.  As a business need for efficiency including inter-department integration for reporting and 
processing, a Business Software Upgrade Project is underway.   

Capital Revenue 

The capital budget reflects a combination of carryover funding, new award activity, and funding requests 
awaiting determination.  MTD capital support for FY 2024-25 is budgeted to stem from several federal, 
state, and local sources. 
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Federal Funds – The capital budget reflects 10% of acquisitions being federally funded. The funding 
consists of 5339(a), 5339(b), and 5307 programs. All of the funding has already been secured.   

State Transit Assistance & Measure A – California’s State Transit Assistance (STA) fund and Measure A 
appropriations continue to provide a reliable and flexible source of capital revenue each year. Diesel fuel 
sales tax receipts are the basis for STA funds.  Measure A funds are derived from locally-generated sales 
tax receipts.  MTD is estimated to receive over $6 million in STA funding and $1.9 million in Measure A.  

State – Subsidies from the State of California to support capital needs in FY24-25 encompass several 
sources. Two are supported from the Cap-and-Trade program, the Low Carbon Transit Operations 
Program (LCTOP) and the Transit and Intercity Rail Capital Program (TIRCP). Also included is the State 
of Good Repair (SGR) program funded by SB1. The District will make use of these sources as part of the 
local share for the federally funded EV acquisitions and the EV charging facilities. These funds have 
already apportioned. 

HVIP, VMT & APCD Funding – MTD also expects to receive funding in the form of credits to offset a 
portion of the cost of zero emission bus acquisitions. The sources are the state’s Hybrid and Zero-
Emission Truck and Bus Voucher Incentive Project (HVIP) and the Santa Barbara County Air Pollution 
Control District (APCD). HVIP would provide $138,000 per vehicle for fourteen buses. 

Senate Bill 125 - SB 125 (Chapter 54, Statutes of 2023) guides the distribution of $4 billion in General 
Fund through the Transit and Intercity Rail Capital Program on a population-based formula to regional 
transportation planning agencies, which will have the flexibility to use the money to fund transit operations 
or capital improvements. The transportation budget trailer bill also establishes the $1.1 billion Zero-
Emission Transit Capital Program to be allocated to regional transportation planning agencies on a 
population-based formula and another formula based on revenues to fund zero-emission transit 
equipment and operations. 

In addition, SB 125 establishes a Transit Transformation Task Force led by the California State 
Transportation Agency to develop policy recommendations to grow transit ridership, improve the transit 
experience and address long-term operational needs.  SB125 Funds will be utilized for Bus Purchases 
and Facilities Improvements. 

State-Other - The Solutions for Congested Corridors Program (SCCP) is a statewide, competitive 
program that provides funding to achieve a balanced set of transportation, environmental, and community 
access improvements to reduce congestion throughout the state. The program was created by the Road 
Repair and Accountability Act of 2017 (SB 1).  Funds allocated through the SCCP will be utilized to 
purchase eight (8) Low Floor 40” Electric Buses. 

Retirement Benefit Obligations 

Pension 

Represented Employees – MTD contributes to the Western Conference of Teamsters Pension Trust for 
employees covered by the collective bargaining agreement (CBA). The contribution is subject to the 
terms of the CBA. It is a defined benefit plan with payments to retirees based on a formula set by the 
Pension Trust. The Western Conference of Teamsters Pension Plan for the year beginning January 1, 
2024 is in the Green Zone and is 99.1% funded.  

Staff & Management – A 401(k) plan was established in 1985 for all employees not subject to the CBA. 
A Plan Amendment was approved in March 2023, to add the Customer Service Representatives (CSR’s) 
to the plan.  Previously, the CSR’s were ineligible for participation.  MTD makes an ongoing contribution 
on the employee’s behalf.  Additionally, employees are permitted to make contributions as salary 
deferrals. As a fully-funded defined contribution plan, there is no unfunded retirement benefit liability for 
these employees. 
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Other Post-Employment Benefits (OPEB) 

The District provides post-employment health benefits (OPEB) up to a maximum of $285 per month for 
eligible employees. The monthly benefit is in the form of a reimbursement to retirees for their personal 
health insurance premiums. Eligibility for the benefit requires that an employee be at least 65 years of 
age at the time of retirement and have worked a minimum of 20 years at MTD. The benefit also has hire 
date requirement limiting MTD’s future OPEB liability. 

Government accounting standards require measuring the present value of unfunded future OPEB 
obligations and recording it as a liability. At the end of FY21-22, the actuarial-based liability was $3.2 
million. In FY16-17 MTD created a trust under the California Employers Benefit Trust, which is managed 
by CalPERS. As of March 2023, the trust is valued at $1.7 million.  
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Detailed Budget Tables 
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