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SENATE BILL No. 11

Introduced by Senators Pavley and Cannella
(Principal coauthor: Senator Hill)
(Principal coauthor: Assembly Member Perea)
(Coauthor: Senator Jackson)

{Coauther-Assembly-MemberPerea)

December 3, 2012

An act to amend Sections-4108%; 44060.5,-44225,44229-44270:3;
44125, 4427144272 A4273 44274, 44275, 44280, 44281, 44282,
44283, 44287, 44299.1, and 44299.2 of —te-add-and-repea—Section
439}8—913# and to repeal Section 44299 of, the Health and Safety Code,

AG-4283 ode; and
to amend Sectl ons 9250 1 -9250:2; 9261 1, and 9853 6 of the Vehlcle
Code, relating to vehicular air pollution, and declaring the urgency
thereof, to take effect immediately.

LEGISLATIVE COUNSEL’S DIGEST

SB 11, asamended, Pavley. Alternative fuel and vehicletechnologies:
funding programs.
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(1) Existing law creates the enhanced fleet moder nization program,
administered by the Bureau of Automotive Repair in the Department
of Consumer Affairs, to provide compensation for the retirement of
passenger vehicles, and light-duty and medium-duty trucks that are
high polluters. Existing law provides that under this program
compensation for retired vehiclesfor alow-income motor vehicle owner,
as defined, is $1,500, and for all other motor vehicle owners, it is
$1,000. Existing law authorizes this compensation to be increased by
the department based on variousfactors, including the emissions benefits
of the vehicle's retirement.

Thisbill would requirethe state board, in consultation with the bureau
and no later than June 30, 2015, to update the guidelines for the
enhanced fleet modernization program to include specified elements
and to study and consider specified elements. The bill, in addition,
would establish compensation for replacement vehiclesfor low-income
vehicle owners at not less than $2,500 and would make this
compensation available to an owner in addition to the compensation
for aretired vehicle. The bill also would instead authorize an increase
in the compensation under these programs for either retired or
replacement vehicles only for low-income motor vehicle owners as
necessary to balance maximizing air quality benefits of the program
while ensuring participation by low-income motor vehicle owners, as
specified.
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(2) Existing law, until January 1, 2016, increases vehicleregistration
fees, vessel registration fees, and specified service feesfor identification
plates by a specified amount. Existing law requires the revenue
generated by theincreasein those feesto be deposited in the Alternative
and Renewable Fuel and Vehicle Technology Fund, and either the Air
Quality Improvement Fund or the Enhanced Fleet Modernization
Subaccount, as provided.

Existing law, until January 1, 2016, imposes on certain vehicles a
smog abatement fee of $20, and requires a specified amount of thisfee
to be deposited in the Air Quality Improvement Fund and in the
Alternative and Renewable Fuel and Vehicle Technology Fund.

This bill would extend those fees in the amounts required to make
these deposits into the Alternative and Renewable Fuel and Vehicle
Technology Fund, theAir Quality Improvement Fund, and the Enhanced
Fleet Modernization Subaccount until January 1, 2024, at which time
the fees would be reduced by those amounts.

(3) Existing law establishes the Carl Moyer Memoria Air Quality
StandardsAttainment Program, which isadministered by the state board,
to provide grants to offset the incremental cost of eligible projects that
reduce emissions of air pollutants from sources in the state and for
funding afueling infrastructure demonstration program and technol ogy
development efforts. Existing law, beginning January 1, 2015, limits
the Carl Moyer program to funding projects that reduce emissions of
oxides of nitrogen (NO,).

This bill would extend the current authorization for the Carl Moyer
program to fund a broader range of projects that reduce emissions until
January 1, 2024, and would make other conforming changes in that
regard. The bill also would delete obsolete references and make
conforming changes to the Carl Moyer program.

yv—ad O CS S| ooal
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(4) Section 3 of Article XIX of the California Constitution restricts
the expenditure of revenues from fees and taxes imposed by the state
on vehicles to specified purposes, subject to certain exceptions.

Thisbill would require the commission and the state board to ensure
that revenues from specified feesimposed on vehicles that are used for
purposes of theAlternative and Renewable Fuel and Vehicle Technology
Program and the Air Quality Improvement Program are expended in
compliancewith Section 3 of Article XIX of the California Constitution.

(5) Thishill would make its provisions contingent on the enactment
of AB 8 of the 2013-14 Regular Session.

)
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(6) Thishill would declare that it isto take effect immediately as an
urgency statute.

Vote: 2%;. Appropriation: no. Fiscal committee: yes.
State-mandated local program: no.
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The people of the Sate of California do enact as follows:
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SECTION 1. Section 44060.5 of the Health and Safety Code
isamended to read:

44060.5. (@) Beginning July 1, 2008, the smog abatement fee
described in subdivision (d) of Section 44060 shall be increased
by eight dollars ($8).

(b) Revenuesgenerated by theincrease described in this section
shall be distributed as follows:

(1) The revenues generated by four dollars ($4) shall be
deposited inthe Air Quality Improvement Fund created by Section
44274.5.

(2) The revenues generated by four dollars ($4) shall be
deposited in the Alternative and Renewable Fuel and Vehicle
Technology Fund created by Section 44273.

(c) Thissectionshall remainin effect only until January 1, 2024,
and as of that date is repealed, unless a later enacted statute, that
is enacted before January 1, 2024, deletes or extends that date.
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SEC. 2. Section 44125 of the Health and Safety Code is
amended to read:

44125. (a) No later than July 1, 2009, the state board, in
consultation with theBurea&ef—Au%emeﬂve—Reparr—(BA—R} bureau,
shall adopt aprogram to commence on January 1, 2010, that allows
for the voluntary retirement of passenger vehicles and light-duty
and medium-duty trucksthat are high polluters. The program shall
be administered by the BAR bureau pursuant to guidelines adopted
by the state board.

(b) No later than June 30, 2015, the state board, in consultation
with the bureau, shall update the program established pursuant
to subdivision (a). The program shall continue to be administered
by the bureau pursuant to guidelines updated and adopted by the
state board.

(o)

(c) The guidelines shall ensure all of the following:

(1) Vehicles retired pursuant to the program are permanently
removed from operation and retired at adismantler under contract
with the- BAR bureau.

(2) Didtricts retain their authority to administer vehicle
retirement programs otherwise authorized under |aw.

(3) The program is available for high polluting passenger
vehicles and light-duty and medium-duty trucks that have been
continuously registered in California for two years prior to
acceptance into the program or otherwise proven to have been
driven primarily in Californiafor the last two years and have not
been registered in another state or country in the last two years.
The guidelines may require a vehicle to take, complete, or pass a
smog check inspection.

(4) Theprogramisfocused wherethe greatest air quality impact
can be identified.

(5) (A) Compensation for retired vehicles shall be at least one
thousand five hundred dollars ($1,500) for a low-income motor
vehicle owner, as defined in Section 44062.1, and no more than
onethousand dol Iars ($1 OOO) for aII other motor vehlcle owners.
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(B) Compensation for replacement vehicles for low-income
motor vehicle owners, as defined in Section 44062.1, shall be no
less than two thousand five hundred dollars ($2,500), and may be
in addition to compensation for vehicles retired pursuant to
subparagraph (A).

(C) Compensation for either retired or replacement vehicles
for low-income motor vehicle owners may be increased as
necessary to maximizethe air quality benefits of the programwhile
also ensuring participation by low-income motor vehicle owners,
asdefined in Section 44062.1. Increasesin compensation amounts
may be based on factors, including, but not limited to, the age of
theretired or replaced vehicle, the emissions benefits of theretired
or replaced vehicle, the emissions impact of any replacement
vehicle, participation by low-income motor vehicle owners, as
defined in Section 44062.1, and the location of the vehicle in an
area of the state with the poorest air quality.

(6) Cost-effectiveness and impacts on disadvantaged and
low-income populations are considered. Program eligibility may
be limited on the basis of income to ensure the program adequately
serves persons of low or moderate income.

(7) Provisions that coordinate the vehicle retirement and
replacement components of the programwith the vehicle retirement
component of the bureau’s Consumer Assistance Program,
established pursuant to other provisions of this chapter, to ensure
vehicle owners participate in the appropriate programto maximize
emissions reductions.

(8) Streamlined administration to simplify participation while
protecting the accountability of moneys spent.

(9) Soecific stepsto ensure the vehicle replacement component
of the programisavailablein areas designated as federal extreme
nonattainment.

(10) A requirement that vehicles eligible for retirement have
sufficient remaining life. Demonstration of sufficient remaining
life may include proof of current registration, passing a recent
smog check inspection, or passing another test similar to a smog
check inspection.

(d) When updating the guidelines to the program established
pursuant to subdivision (a), the state board shall study and
consider all the following elements:

(1) Methods of financial assistance other than vouchers.
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(2) An option for automobile dealerships or other used car
sellers to accept cars for retirement, provided the cars are
dismantled consistent with the requirements of the program.

(3) An incentive structure with varied incentive amounts to
maximize program participation and cost-effective emissions
reductions.

(4) Increased emphasis on the replacement of high polluters
with cleaner vehicles or the increased use of public transit that
results in the increased utilization of the vehicle replacement
component of the program.

(5) Increased emphasis on the reduction of greenhouse gas
emissions through increased vehicle efficiency or transit use asa
result of the program.

(6) Increased partnershipsand outreach with community-based
organizations.

SEC106:

SEC. 3. Section 44271 of the Headlth and Safety Code is
amended to read:

44271. (a) Thischapter createstheAlternative and Renewable
Fuel and Vehicle Technology Program, pursuant to Section 44272,
to be administered by the commission, and the Air Quality
Improvement Program, pursuant to Section 44274, to be
administered by the state board. The commission and the state
board shall do al of thefollowing in fulfilling their responsibilities
pursuant to their respective programs:

(1) Establish sustainability goals to ensure that alternative and
renewablefuel and vehicle deployment projects, on afull fuel-cycle
assessment basis, will not adversely impact natural resources,
especialy state and federal lands.

(2) Establish a competitive process for the allocation of funds
for projects funded pursuant to this chapter, which considers,
among other factors, the benefit-cost score, as defined in
subdivision (a) of Section 44270.3, associated with a project for
the Alternative and Renewable Fuel and Vehicle Technology
Program or, as defined in paragraph (1) of subdivision (e) of
Section 44270.3, associated with aproject, asdefined in paragraph
(2) of subdivision (e) of Section 44270.3, for the Air Quality
Improvement Program.
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(3) Identify additional federal and private funding opportunities
to augment or complement the programs created pursuant to this
chapter.

(4) Ensure that the results of the reductions in emissions or
benefits can be measured and quantified.

(5 Ensure that those revenues derived from fees imposed on
motor vehicles that are expended pursuant to this chapter, as
amended by Senate Bill 11 of the 2013-14 Regular Session of the
Legislature, are expended in compliance with Section 3 of Article
XIX of the California Constitution, as were the revenues derived
from fees imposed on motor vehicles pursuant to Assembly Bill
118 (Chapter 750 of the Statutes of 2007).

(b) The state board, in consultation with the commission, shall
develop and adopt guidelines for both the Alternative and
Renewable Fuel and Vehicle Technology Program and the Air
Quality Improvement Program to ensure that programs meet both
of the following requirements:

(1) Activitiesundertaken pursuant to the programs complement,
and do not interfere with, efforts to achieve and maintain federal
and state ambient air quality standards and to reduce toxic air
contaminant and greenhouse gas emissions.

(2) Activities undertaken pursuant to the programs maintain or
improve upon emission reductions and air quality benefits in the
State Implementation Plan for Ozone, California Phase 2
Reformulated Gasoline standards, and diesel fuel regulations.

(c) For the purposes of both of the programs created by this
chapter, eligible projects do not include those required to be
undertaken pursuant to state or federal law, district rules or
regulations, memoranda of understanding with a governmental
entity, or legally binding agreements or documents. For the
purposes of the Alternative and Renewable Fuel and Vehicle
Technology Program, the state board shall advise the commission
to ensure the requirements of this subdivision are met.
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36 SEC14:
37 SEC. 4. Section 44275 of the Health and Safety Code, as
38 amended by Section 5 of Chapter 707 of the Statutes of 2004, is

39 amended to read:
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44275. (a) Asused in this chapter, the following terms have
the following meanings:

(1) “Advisory board” meansthe Carl Moyer Program Advisory
Board created by Section 44297.

(2) “Btu” means British thermal unit.

(3) “Commission” means the State Energy Resources
Conservation and Development Commission.

(4) “Cost-effectiveness’ means dollars provided to a project
pursuant to subdivision (d) of Section 44283 for each ton of
covered emission reduction attributed to a project or to the program
as awhole. In calculating cost-effectiveness, one-time grants of
funds made at the beginning of a project shall be annualized using
atime value of public funds or discount rate determined for each
project by the state board, taking into account the interest rate on
bonds, interest earned by state funds, and other factors as
determined appropriate by the state board. Cost-effectiveness shall
be calculated by dividing annualized costs by average annual
emissions reduction. The state board, in consultation with the
districts and concerned members of the public, shall establish
appropriate cost-effective limitsfor oxides of nitrogen, particul ate
matter, and reactive organic gases and a reasonable system for
comparing the cost-effectiveness of proposed projects as described
in subdivision (a) of Section 44283.

(5) “Coveredemissions’ include emissionsof oxidesof nitrogen,
particulate matter, and reactive organic gases from any covered
source.

(6) “Covered engine” includes any internal combustion engine
or electric motor and drive powering a covered source.

(7) “Covered source” includes onroad vehicles, off-road
nonrecreational equipment and vehicles, locomotives, diesel marine
vessels, agricultural sources of air pollution, as defined in Section
39011.5, and, asdetermined by the state board, other high-emitting
engine categories.

(8) “Covered vehicle’” includes any vehicle or piece of
equipment powered by a covered engine.

(9) “District” meansacounty air pollution control district or an
air quality management district.

(10) “Fund” meansthe Air Pollution Control Fund established
pursuant to Section 43015.
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(11) “Mobile Source Air Pollution Reduction Review
Committee” means the Mobile Source Air Pollution Reduction
Review Committee created by Section 44244.

(12) “Incremental cost” means the cost of the project less a
baseline cost that would otherwise be incurred by the applicant in
the normal course of business. Incremental costs may include
added lease or fuel costs pursuant to Section 44283 as well as
incremental capital costs.

(13) “New very low emission vehicle’” means a heavy-duty
vehicle that qualifies as avery low emission vehiclewhen it isa
new vehicle, where new vehicle has the same meaning as defined
in Section 430 of the Vehicle Code, or that is modified with the
approval and warranty of the original equipment manufacturer to
qualify asavery low emission vehiclewithin 12 months of delivery
to an owner for private or commercial use.

(14) “NO,” means oxides of nitrogen.

(15) “Program” means the Carl Moyer Memoria Air Quality
Standards Attainment Program created by subdivision (a) of
Section 44280.

(16) “Repower” means replacing an engine with a different
engine. Theterm repower, as used in this chapter, generally refers
to replacing an older, uncontrolled engine with a new,
emissions-certified engine, athough replacing an older
emissions-certified engine with a newer engine certified to lower
emissions standards may be eligiblefor funding under thisprogram.

(17) “Retrofit” means making modifications to the engine and
fuel system such that the retrofitted engine does not have the same
specifications as the original engine.

(18) “Very low emission vehicle’” means a heavy-duty vehicle
with emissions significantly lower than otherwise applicable
baseline emission standards or uncontrolled emission levels
pursuant to Section 44282.

(b) Thissection shall remainin effect only until January 1, 2024,
and as of that date is repealed, unless alater enacted statute, that
is enacted before January 1, 2024, deletes or extends that date.

SEC15:

SEC. 5. Section 44275 of the Health and Safety Code, as added
by Section 5.5 of Chapter 707 of the Statutes of 2004, is amended
to read:
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44275. (a) Asused in this chapter, the following terms have
the following meanings:

(1) “Advisory board” meansthe Carl Moyer Program Advisory
Board created by Section 44297.

(2) “Btu” means British thermal unit.

(3) “Commission” means the State Energy Resources
Conservation and Development Commission.

(4) “Cost-effectiveness’ means dollars provided to a project
pursuant to subdivision (d) of Section 44283 for each ton of NO,
reduction attributed to a project or to the program as a whole. In
calculating cost-effectiveness, one-time grants of funds made at
the beginning of a project shall be annualized using a time value
of public funds or discount rate determined for each project by the
state board, taking into account the interest rate on bonds, interest
earned by state funds, and other factors as determined appropriate
by the state board. Cost-effectiveness shall be calculated by
dividing annualized costs by average annual emissions reduction
of NO, in this state.

(5) “Covered engine” includes any internal combustion engine
or electric motor and drive powering a covered source.

(6) “Covered source” includes onroad vehiclesof 14,000 pounds
gross vehicle weight rating (GVWR) or greater, off-road
nonrecreational equipment and vehicles, locomoatives, diesel marine
vessels, stationary agricultural engines, and, as determined by the
state board, other high-emitting diesel engine categories.

(7) “Covered vehicle” includes any vehicle or piece of
equipment powered by a covered engine.

(8) “District” meansacounty air pollution control district or an
air quality management district.

(9 “Fund” means the Air Pollution Control Fund established
pursuant to Section 43015.

(10) “Mobile Source Air Pollution Reduction Review
Committee” means the Mobile Source Air Pollution Reduction
Review Committee created by Section 44244.

(11) “Incremental cost” means the cost of the project less a
baseline cost that would otherwise be incurred by the applicant in
the normal course of business. Incremental costs may include
added lease or fuel costs pursuant to Section 44283 as well as
incremental capital costs.

93



(0]
oy}

OCO~NOUITPA,WNE

11 — 32—

(12) “New very low emission vehicle” means a vehicle that
qualifies as avery low emission vehicle when it isanew vehicle,
where new vehicle has the same meaning as defined in Section
430 of the Vehicle Code, or that is modified with the approval and
warranty of the original equipment manufacturer to qualify as a
very low emission vehicle within 12 months of delivery to an
owner for private or commercial use.

(13) “NO,” means oxides of nitrogen.

(14) “Program” means the Carl Moyer Memoria Air Quality
Standards Attainment Program created by subdivision (a) of
Section 44280.

(15) “Repower” means replacing an engine with a different
engine. Theterm repower, as used in this chapter, generally refers
to replacing an older, uncontrolled engine with a new,
emissions-certified engine, athough replacing an older
emissions-certified engine with a newer engine certified to lower
emissions standards may be eligiblefor funding under this program.

(16) “Retrofit” means making modifications to the engine and
fuel system such that the retrofitted engine does not have the same
specifications as the original engine.

(17) “Very low emission vehicle” means a vehicle with
emissions significantly lower than otherwise applicable baseline
emission standards or uncontrolled emission levels pursuant to
Section 44282.

(b) This section shall become operative on January 1, 2024.

SEC-16:

SEC. 6. Section 44280 of the Health and Safety Code, as
amended by Section 6 of Chapter 707 of the Statutes of 2004, is
amended to read:

44280. (@) Thereis hereby created the Carl Moyer Memorial
Air Quality Standards Attainment Program. The program shall be
administered by the state board in accordance with this chapter.
The administration of the program may be del egated to the districts.

(b) The program shall provide grants to offset the incremental
cost of projectsthat reduce covered emissionsfrom covered sources
in California. Eligibility for grant awards shall be determined by
the state board, in consultation with the districts, in accordance
with this chapter.

(c) The program shall also provide funding for a fueling
infrastructure demonstration program and for technology
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development efforts that are expected to result in commercially
available technologies in the near term that would improve the
ability of the program to achieve its goals. The infrastructure
demonstration and technol ogy devel opment portions of the program
shall be managed by the commission, in consultation with the state
board.

(d) Thissectionshal remainin effect only until January 1, 2024,
and as of that date is repealed, unless alater enacted statute, that
is enacted before January 1, 2024, deletes or extends that date.

SECH+

SEC. 7. Section 44280 of the Health and Safety Code, as added
by Section 6.5 of Chapter 707 of the Statutes of 2004, is amended
to read:

44280. (a) Thereishereby created the Carl Moyer Memorial
Air Quality Standards Attainment Program. The program shall be
administered by the state board in accordance with this chapter.
The administration of the program may be del egated to the districts.

(b) The program shall provide grants to offset the incremental
cost of projectsthat reduce emissionsof NO, from covered sources
in California. Eligibility for grant awards shall be determined by
the state board, in consultation with the districts, in accordance
with this chapter.

(c) The program shall also provide funding for a fueling
infrastructure demonstration program and for technology
development efforts that are expected to result in commercially
available technologies in the near term that would improve the
ability of the program to achieve its goals. The infrastructure
demonstration and technol ogy devel opment portions of the program
shall be managed by the commission, in consultation with the state
board.

(d) Thissection shall become operative on January 1, 2024.

SEC18:

SEC. 8. Section 44281 of the Health and Safety Code, as
amended by Section 7 of Chapter 707 of the Statutes of 2004, is
amended to read:

44281. (@) Eligible projectsinclude, but are not limited to, any
of the following:

(1) Purchase of new very low or zero-emission covered vehicles
or covered heavy-duty engines.
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(2) Emission-reducing retrofit of covered engines, or
replacement of old engines powering covered sources with newer
engines certified to more stringent emissions standards than the
engine being replaced, or with electric motors or drives.

(3) Purchase and use of emission-reducing add-on equipment
that has been verified by the state board for covered vehicles.

(4) Development and demonstration of practical, low-emission
retrofit technologies, repower options, and advanced technologies
for covered engines and vehicleswith very low emissions of NO,.

(5) Light- and medium-duty vehicle projectsin compliancewith
guidelines adopted by the state board pursuant to Title 13 of the
California Code of Regulations.

(b) No project shall be funded under this chapter after the
compliance date required by any local, state, or federa statute,
rule, regulation, memoranda of agreement or understanding, or
other legally binding document, except that an otherwise qualified
project may be funded even if the state implementation plan
assumes that the change in equipment, vehicles, or operationswill
occur, if the change is not required by the compliance date of a
statute, regulation, or other legally binding document in effect as
of the date the grant isawarded. No project funded by the program
shall be used for credit under any state or federal emissions
averaging, banking, or trading program. No emission reduction
generated by the program shall be used as marketable emission
reduction credits or to offset any emission reduction obligation of
any person or entity. Projects involving new engines that would
otherwise generate marketable credits under state or federal
averaging, banking, and trading programs shall include transfer
of credits to the engine end user and retirement of those credits
toward reducing air emissionsin order to qualify for funding under
the program. A purchase of alow-emission vehicle or of equipment
pursuant to a corporate or a controlling board's policy, but not
otherwise required by law, shall generate surplus emissions
reductions and may be funded by the program.

(c) The program may also provide funding toward installation
of fueling or electrification infrastructure as provided in Section
44284,

(d) Eligible applicants may be any individual, company, or
public agency that owns one or more covered vehiclesthat operate
primarily within California or otherwise contribute substantially
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tothe NO,, particulate matter (PM), or reactive organic gas (ROG)
emissions inventory in California.

(e) Itistheintent of the Legislaturethat all emission reductions
generated by this chapter shall contribute to public health by
reducing, for thelife of the vehicle being funded, the total amount
of emissionsin California.

(f) Thissection shall remainin effect only until January 1, 2024,
and as of that date is repealed, unless alater enacted statute, that
is enacted before January 1, 2024, deletes or extends that date.

SEC19:

SEC. 9. Section 44281 of the Health and Safety Code, as added
by Section 7.5 of Chapter 707 of the Statutes of 2004, is amended
to read:

44281. (@) Eligible projects are any of the following:

(1) Purchase of new very low or zero-emission covered vehicles
or covered engines.

(2) Emission-reducing retrofit of covered engines, or
replacement of old engines powering covered sources with newer
engines certified to more stringent emissions standards than the
engine being replaced, or with electric motors or drives.

(3) Purchase and use of emission-reducing add-on equipment
for covered vehicles.

(4) Development and demonstration of practical, low-emission
retrofit technologies, repower options, and advanced technol ogies
for covered engines and vehicles with very low emissions of NO,.

(b) No new purchase, retrofit, repower, or add-on equipment
shall be funded under this chapter if it is required by any local,
state, or federal statute, rule, regulation, memoranda of agreement
or understanding, or other legally binding document, except that
an otherwise qualified project may be funded even if the state
implementation plan assumes that the change in equipment,
vehicles, or operations will occur, if the change is not required by
a statute, regulation, or other legally binding document in effect
as of the date the grant is awarded. No project funded by the
program shall be used for credit under any state or federal
emissions averaging, banking, or trading program. No emission
reduction generated by the program shall be used as marketable
emission reduction credits or to offset any emission reduction
obligation of any entity. Projectsinvolving new enginesthat would
otherwise generate marketable credits under state or federa
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averaging, banking, and trading programs shall include transfer
of credits to the engine end user and retirement of those credits
toward reducing air emissionsin order to qualify for funding under
the program. A purchase of alow-emission vehicle or of equipment
pursuant to a corporate or a controlling board's policy, but not
otherwise required by law, shall generate surplus emissions
reductions and may be funded by the program.

(c) The program may also provide funding toward installation
of fueling or electrification infrastructure as provided in Section
44284,

(d) Eligible applicants may be any individual, company, or
public agency that owns one or more covered vehiclesthat operate
primarily within California or otherwise contribute substantially
to the NO, emissionsinventory in California

(e) Itistheintent of the Legislaturethat all emission reductions
generated by this chapter shall contribute to public health by
reducing, for thelife of the vehicle being funded, the total amount
of emissionsin California.

(f) Thissection shall become operative on January 1, 2024.

SEC20:

SEC. 10. Section 44282 of the Health and Safety Code, as
amended by Section 8 of Chapter 707 of the Statutes of 2004, is
amended to read:

44282. Thefollowing criteriaapply to all projectsto befunded
through the program except for projects funded through the
infrastructure demonstration program:

(@ The state board may establish project criteria, including
minimum project life for source categories, in the guidelines
described in Section 44287. For previously unregulated source
categories, project criteria shal consider the timing of newly
established regulatory requirements.

(b) Tobeédligible, projects shall meet the cost-effectiveness per
ton of covered emissions reduced requirements of Section 44283.

(c) Tobedigible, retrofits, repowers, and installation of add-on
equipment for covered vehicles shall be performed, or new covered
vehicles delivered to the end user, or covered vehicles scrapped
on or after the date the program is implemented.

(d) Retrofit technologies, new engines, and new vehicles shall
be certified for sale or under experimental permit for operation in
Cdlifornia
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(e) Repower projects that replace older, uncontrolled engines
with new, emissions-certified engines or that replace
emissions-certified engines with new engines certified to a more
stringent NO, emissions standard are approvable subject to the
other applicable selection criteria. The state board shall determine
appropriate baseline emission levels for the uncontrolled engines
being replaced.

(f) For heavy-duty-vehicle projects, retrofit and add-on
equipment projects shall document a NO, or PM emission
reduction of at least 25 percent and no increase in other covered
emissions compared to the applicable baseline emissions accepted
by the state board for that engine year and application. The state
board shall determine appropriate baseline emission levels.
Acceptable documentation shall be defined by the state board.
After study of available emission reduction technologies and after
public notice and comment, the state board may revise the
minimum percentage emission reduction criterion for retrofitsand
add-on equipment provided for in this section to improve the ability
of the program to achieve its goals.

(9) (1) For heavy-duty-vehicle projectsinvolving the purchase
of new very low or zero-emission vehicles, engines shall be
certified to an optional low NO, emissions standard established
by the state board, except as provided for in paragraph (2).

(2) For heavy-duty-vehicle projects involving the purchase of
new very low or zero-emission covered vehicles for which no
optional low NO, emission standards are avail able, documentation
shall be provided showing that the low or zero-emission engine
emits not more than 70 percent of the NO, or NO, plus
hydrocarbon emissions of a new engine certified to the applicable
baseline NO, or NO, plus hydrocarbon emission standard for that
engine and meets applicable particul ate standards. The state board
shall specify the documentation required. If no baseline emission
standard exists for new vehiclesin a particular category, the state
board shall determine an appropriate baseline emission level for
comparison.

(h) For projectsother than heavy-duty-vehicle projects, the state
board shall determine appropriate criteria under the provisions of
Section 44287.
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(i) Thissectionshall remainin effect only until January 1, 2024,
and as of that date is repealed, unless a later enacted statute, that
is enacted before January 1, 2024, deletes or extends that date.

SEC2%-

SEC. 11. Section 44282 of the Health and Safety Code, as
added by Section 8.5 of Chapter 707 of the Statutes of 2004, is
amended to read:

44282. Thefollowing criteriaapply to all projectsto be funded
through the program except for projects funded through the
infrastructure demonstration program:

() Except for projects involving marine vessels, 75 percent or
more of vehicle miles traveled or hours of operation shall be
projected to be in California for at least five years following the
grant award. Projects involving marine vessels and engines shall
be limited to those that spend enough time operating in California
air basins over the lifetime of the project to meet the
cost-effectiveness criteria based on NO, reductionsin California,
as provided in Section 44283.

(b) Tobeeligible, projects shall meet cost-effectiveness per ton
of NO, reduced requirements of Section 44283.

(c) Tobedigible, retrofits, repowers, and installation of add-on
equipment for covered vehicles shall be performed, or new covered
vehicles delivered to the end user, on or after the date the program
isimplemented.

(d) Retrofit technologies, new engines, and new vehicles shall
be certified for sale or under experimental permit for operation in
Cdifornia.

(e) Repower projects that replace older, uncontrolled engines
with new, emissions-certified engines or that replace
emissions-certified engines with new engines certified to a more
stringent NO, emissions standard are approvable subject to the
other applicable selection criteria. The state board shall determine
appropriate baseline emission levels for the uncontrolled engines
being replaced.

(f) Retrofit and add-on equipment projects shall document a
NO, emission reduction of at least 25 percent and no increase in
particul ate emissions compared to the applicable baseline emissions
accepted by the state board for that engine year and application.
The state board shall determine appropriate baseline emission
levels. Acceptable documentation shall be defined by the state
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board. After study of available emission reduction technologies
and after public notice and comment, the state board may revise
the minimum percentage NO, reduction criterion for retrofits and
add-on equipment provided for in this section to improve the ability
of the program to achieve its goals.

(9) (1) For projectsinvolving the purchase of new very low or
zero-emission vehicles, engines shall be certified to an optional
low NO, emissions standard established by the state board, except
as provided for in paragraph (2).

(2) For projects involving the purchase of new very low or
zero-emission covered vehicles for which no optional low NO,
emission standards are avail able, documentation shall be provided
showing that the low or zero-emission engine emits not more than
70 percent of the NO, or NO, plus hydrocarbon emissions of a
new engine certified to the applicable baseline NO, or NO, plus
hydrocarbon emission standard for that engine and meets applicable
particulate standards. The state board shal specify the
documentation required. If no baseline emission standard exists
for new vehicles in a particular category, the state board shall
determine an appropriate baseline emission level for comparison.

(h) This section shall become operative on January 1, 2024.

SEC22

SEC. 12. Section 44283 of the Health and Safety Code, as
amended by Section 1 of Chapter 571 of the Statutes of 2010, is
amended to read:

44283. (@) Grants shall not be made for projects with a
cost-effectiveness, calculated in accordance with this section, of
more than thirteen thousand six hundred dollars ($13,600) per ton
of NO, reduced in California or a higher value that reflects state
consumer price index adjustments on or after January 1, 2006, as
determined by the state board. For projects obtaining reactive
organic gas and particulate matter reductions, the state board shall
determine appropriate adjustment factors to calculate a weighted
cost-effectiveness.

(b) Only covered emission reductions occurring in this state
shall be included in the cost-effectiveness determination. The
extent to which emissions generated at seacontributeto air quality
in California nonattainment areas shall be incorporated into these
methodologies based on a reasonable assessment of currently
available information and modeling assumptions.
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(c) The state board shall develop protocols for calculating the
surplus covered emission reductions in California from
representative project types over the life of the project.

(d) The cost of the covered emission reduction is the amount
of the grant from the program, including matching funds provided
pursuant to subdivision (e) of Section 44287, plus any other state
funds, or funds under the district’s budget authority or fiduciary
control, provided toward the project, not including funds described
in paragraphs (1) and (2) of subdivision (a) of Section 44287.2.
The state board shall establish reasonable methodologies for
evaluating project cost-effectiveness, consistent with the definition
contained in paragraph (4) of subdivision (a) of Section 44275,
and with accepted methods, taking into account a fair and
reasonabl e discount rate or time value of public funds.

(e) A grant shall not be made that, net of taxes, provides the
applicant with fundsin excess of theincremental cost of the project.
Incremental |ease costs may be capitalized according to guidelines
adopted by the state board so that these incremental costs may be
offset by a one-time grant award.

(f) Fundsunder adistrict’sbudget authority or fiduciary control
may be used to pay for the incremental cost of liquid or gaseous
fuel, other than standard gasoline or diesel, which isintegral to a
covered emission reducing technology that is part of a project
receiving grant funding under the program. The fuel shall be
approved for sale by the state board. The incremental fuel cost
over the expected lifetime of the vehicle may be offset by the
district if the project as a whole, including the incremental fuel
cost, meets al of the requirements of this chapter, including the
maximum allowed cost-effectiveness. The state board shall develop
an appropriate methodology for converting incremental fuel costs
over the vehicle lifetime into an initial cost for the purposes of
determining project cost-effectiveness. Incremental fuel costs shall
not beincluded in project costsfor fuelsdispensed from any facility
that was funded, in whole or in part, from the fund.

(g) For purposes of determining any grant amount pursuant to
this chapter, the incremental cost of any new purchase, retrofit,
repower, or add-on equipment shall be reduced by the value of
any current financial incentive that directly reduces the project
price, including any tax credits or deductions, grants, or other
public financial assistance, not including funds described in
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paragraphs (1) and (2) of subdivision (a) of Section 44287.2.
Project proponents applying for funding shall be required to state
in their application any other public financial assistance to the
project.

(h) For projects that would repower off-road equipment by
replacing uncontrolled diesel engines with new, certified diesel
engines, the state board may establish maximum grant award
amounts per repower. A repower project shall also be subject to
the incremental cost maximum pursuant to subdivision ().

(i) After study of available emission reduction technologiesand
costs and after public notice and comment, the state board may
reduce the values of the maximum grant award criteria stated in
this section to improve the ability of the program to achieve its
goals. Every year the state board shall adjust the maximum
cost-effectiveness amount established in subdivision (a) and any
per-project maximum set by the state board pursuant to subdivision
(h) to account for inflation.

() Thissectionshall remainin effect only until January 1, 2024,
and as of that date is repealed, unless a later enacted statute, that
is enacted before January 1, 2024, deletes or extends that date.

SEC23:

SEC. 13. Section 44283 of the Health and Safety Code, as
amended by Section 2 of Chapter 571 of the Statutes of 2010, is
amended to read:

44283. (@) Grants shall not be made for projects with a
cost-effectiveness, calculated in accordance with this section, of
more than twelve thousand dollars ($12,000) per ton of NO,
reduced in Californiaor ahigher valuethat refl ects state consumer
priceindex adjustmentson or after January 1, 2024, as determined
by the state board.

(b) Only NO, reductions occurring in this state shall beincluded
in the cost-effectiveness determination. The extent to which
emissions generated at sea contribute to air quality in California
nonattainment areas shall beincorporated into these methodol ogies
based on areasonabl e assessment of currently availableinformation
and modeling assumptions.

(c) The state board shall develop protocols for calculating the
surplus NO, reductions in California from representative project
types over the life of the project.
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(d) The cost of the NO, reduction is the amount of the grant
from the program, including matching funds provided pursuant to
subdivision (e) of Section 44287, plus any other state funds, or
funds under the district’s budget authority or fiduciary control,
provided toward the project, not including funds described in
paragraphs (1) and (2) of subdivision (a) of Section 44287.2. The
state board shall establish reasonable methodol ogiesfor evaluating
project cost-effectiveness, consi stent with the definition contained
in paragraph (4) of subdivision (a) of Section 44275, and with
accepted methods, taking into account a fair and reasonable
discount rate or time value of public funds.

(e) A grant shall not be made that, net of taxes, provides the
applicant with fundsin excess of theincremental cost of the project.
Incremental |ease costs may be capitalized according to guidelines
adopted by the state board so that these incremental costs may be
offset by a one-time grant award.

(f) Fundsunder adistrict’sbudget authority or fiduciary control
may be used to pay for the incremental cost of liquid or gaseous
fuel, other than standard gasoline or diesel, which isintegral to a
NO, reducing technology that is part of a project receiving grant
funding under the program. The fuel shall be approved for sale by
the state board. Theincremental fuel cost over the expected lifetime
of the vehicle may be offset by thedistrict if the project asawhole,
including the incremental fuel cost, meets all of the requirements
of thischapter, including the maximum allowed cost-effectiveness.
The state board shall develop an appropriate methodology for
converting incremental fuel costs over the vehicle lifetimeinto an
initial cost for the purposes of determining project
cost-effectiveness. Incremental fuel costs shall not be included in
project costsfor fuels dispensed from any facility that wasfunded,
in whole or in part, from the fund.

(g) For purposes of determining any grant amount pursuant to
this chapter, the incremental cost of any new purchase, retrofit,
repower, or add-on equipment shall be reduced by the value of
any current financial incentive that directly reduces the project
price, including any tax credits or deductions, grants, or other
public financial assistance, not including funds described in
paragraphs (1) and (2) of subdivision (a) of Section 44287.2.
Project proponents applying for funding shall be required to state
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in their application any other public financial assistance to the
project.

(h) For projects that would repower off-road equipment by
replacing uncontrolled diesel engines with new, certified diesel
engines, the state board may establish maximum grant award
amounts per repower. A repower project shall also be subject to
the incremental cost maximum pursuant to subdivision (e).

(i) After study of avail able emission reduction technologiesand
costs and after public notice and comment, the state board may
reduce the values of the maximum grant award criteria stated in
this section to improve the ability of the program to achieve its
goals. Every year the state board shall adjust the maximum
cost-effectiveness amount established in subdivision (a) and any
per-project maximum set by the state board pursuant to subdivision
(h) to account for inflation.

()) Thissection shall become operative on January 1, 2024.

SEC24-

SEC. 14. Section 44287 of the Health and Safety Code, as
amended by Section 10 of Chapter 707 of the Statutes of 2004, is
amended to read:

44287. (@) The state board shall establish or update grant
criteria and guidelines consistent with this chapter for covered
vehicle projects as soon as practicable, but not later than January
1, 2006. The adoption of guidelinesis exempt from the rulemaking
provisions of the Administrative Procedure Act, Chapter 3.5
(commencing with Section 11340) of Part 1 of Division 3 of Title
2 of the Government Code. The state board shall solicit input and
comment from the districts during the development of the criteria
and guidelines and shall make every effort to develop criteriaand
guidelines that are compatible with existing district programs that
are also consistent with this chapter. Guidelines shall include
protocolsto cal cul ate project cost-effectiveness. The grant criteria
and guidelines shall include safeguards to ensure that the project
generates surplus emissions reductions. Guidelines shall enable
and encourage districts to cofund projects that provide emissions
reductions in more than one district. The state board shall make
draft criteriaand guidelines available to the public 45 days before
final adoption, and shall hold at least one public meeting to
consider public comments before final adoption. The state board
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may develop separate guidelinesand criteriafor the different types
of eligible projects described in subdivision (a) of Section 44281.

(b) The state board, in consultation with the participating
districts, may propose revisions to the criteria and guidelines
established pursuant to subdivision (a) as necessary to improve
the ability of the program to achieveitsgoals. A proposed revision
shall be made available to the public 45 days before final adoption
of the revision and the state board shall hold at |east one public
meeting to consider public comments before final adoption of the
revision.

(c) The state board shall reserve funds for, and disburse funds
to, districtsfrom the fund for administration pursuant to this section
and Section 44299.1.

(d) The state board shall develop guidelines for a district to
follow in applying for the reservation of funds, in accordance with
this chapter. It is the intent of the Legidature that district
administration of any reserved funds be in accordance with the
project selection criteria specified in Sections 44281, 44282, and
44283 and all other provisions of this chapter. The guidelines shall
be established and published by the state board as soon as
practicable, but not later than January 1, 2006.

(e) Fundsshall bereserved by the state board for administration
by adistrict that adopts an €ligible program pursuant to this chapter
and offersmatching funds at aratio of one dollar ($1) of matching
funds committed by the district or the Mobile SourceAir Pollution
Reduction Review Committeefor every two dollars ($2) committed
from the fund. Funds avail able to the Mobile Source Air Pollution
Reduction Review Committee may be counted as matching funds
for projects in the South Coast Air Basin only if the committee
approves the use of these funds for matching purposes. Matching
funds may be any funds under the district’s budget authority that
are committed to be expended in accordance with the program.
Funds committed by a port authority or a local government, in
cooperation with adistrict, to be expended in accordance with the
program may also be counted as district matching funds. Matching
funds provided by a port authority or alocal government may not
exceed 30 percent of the total required matching funds in any
district that applies for more than three hundred thousand dollars
($300,000) of the state board funds. Only a district, or a port
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authority or alocal government teamed with adistrict, may provide
matching funds.

(f) The state board may adjust the ratio of matching funds
described in subdivision (e), if it determines that an adjustment is
necessary in order to maximizethe use of, or theair quality benefits
provided by, the program, based on aconsideration of the financial
resources of the district.

(g) Notwithstanding subdivision (€), adistrict need not provide
matching funds for state board funds allocated to the district for
program outreach activities pursuant to paragraph (4) of subdivision
(a) of Section 44299.1.

(h) A district may includewithin its matching fundsareasonable
estimate of direct or in-kind costs for assistance in providing
program outreach and application evaluation. In-kind and direct
matching funds shall not exceed 15 percent of the total matching
funds offered by a district. A district may also include within its
matching funds any money spent on or after February 25, 1999,
that would have qualified as matching funds but were not
previously claimed as matching funds.

(i) A district desiring a reservation of funds shall apply to the
state board following the application guidelines established
pursuant to this section. The state board shall approve or disapprove
a district application not later than 60 days after receipt. Upon
approval of any district application, the state board shall
simultaneously approve a reservation of funding for that district
to administer. Reserved funds shall be disbursed to the district so
that funding of a district-approved project is not impeded.

() Notwithstanding any other provision of this chapter, districts
and the Mobile SourceAir Pollution Reduction Review Committee
shall not use funds collected pursuant to Section 41081 or Chapter
7 (commencing with Section 44220), or pursuant to Section
9250.11 of the Vehicle Code, as matching funds to fund a project
with stationary or portable engines, locomotives, or marine vessels.

(k) Any fundsreserved for adistrict pursuant to this section are
available to the district for a period of not more than two years
from the time of reservation. Funds not expended by June 30 of
the second calendar year following the date of the reservation shall
revert back to the state board as of that June 30, and shall be
deposited in the fund for use by the program. The funds may then
be redirected based on applicationsto the fund. Regardless of any
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reversion of funds back to the state board, the district may continue
to request other reservations of fundsfor local administration. Each
reservation of funds shall be accounted for separately, and unused
funds from each application shall revert back to the state board as
specified in this subdivision.

() The state board shall specify a date each year when district
applications are due. If the eligible applications received in any
year oversubscribe the available funds, the state board shall reserve
funds on an allocation basis, pursuant to Section 44299.2. The
state board may accept a district application after the due date for
a period of months specified by the state board. Funds may be
reserved in response to those applications, in accordance with this
chapter, out of funds remaining after the original reservation of
fundsfor the year.

(m) Guidelinesfor adistrict application shall requireinformation
from an applicant district to the extent necessary to meet the
requirements of this chapter, but shall otherwise minimize the
information required of adistrict.

(n) A district application shall be reviewed by the state board
immediately upon receipt. If the state board determines that an
application isincomplete, the applicant shall be notified within 10
working days with an explanation of what is missing from the
application. A completed application fulfilling the criteriashall be
approved as soon as practicable, but not later than 60 working days
after receipt.

(0) The commission, in consultation with the districts, shall
establish project approval criteriaand guidelinesfor infrastructure
projects consistent with Section 44284 as soon as practicable, but
not later than February 15, 2000. The commission shall make draft
criteriaand guidelines avail able to the public 45 days before final
adoption, and shall hold at least one public meeting to consider
public comments before final adoption.

(p) The commission, in consultation with the participating
districts, may propose revisions to the criteria and guidelines
established pursuant to subdivision (0) as necessary to improve
the ability of the program to achieve its goals. A revision may be
proposed at any time, or may be proposed in response to afinding
made in the annual report on the program published by the state
board pursuant to Section 44295. A proposed revision shall be
made available to the public 45 days before final adoption of the
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revision and the commission shall hold at least one public meeting
to consider public comments before final adoption of the revision.

(q) Unclaimed funds will be alocated by the state board in
accordance with Section 44299.2.

(r) Thissection shall remainin effect only until January 1, 2024,
and as of that date is repealed, unless a later enacted statute, that
is enacted before January 1, 2024, deletes or extends that date.

SEC25:

SEC. 15. Section 44287 of the Health and Safety Code, as
added by Section 10.5 of Chapter 707 of the Statutes of 2004, is
amended to read:

44287. (@) The state board shall establish grant criteria and
guidelines consistent with this chapter for covered vehicle projects
as soon as practicable, but not later than January 1, 2000. The
adoption of guidelines is exempt from the rulemaking provisions
of the Administrative Procedure Act, Chapter 3.5 (commencing
with Section 11340) of Part 1 of Division 3 of Title 2 of the
Government Code. The state board shall solicit input and comment
from the districts during the development of the criteria and
guidelines and shall make every effort to develop criteria and
guidelinesthat are compatible with existing district programs that
are also consistent with this chapter. Guidelines shall include
protocolsto cal cul ate project cost-effectiveness. The grant criteria
and guidelines shall include safeguards to ensure that the project
generates surplus emissions reductions. Guidelines shall enable
and encourage districts to cofund projects that provide emissions
reductions in more than one district. The state board shall make
draft criteriaand guidelines available to the public 45 days before
final adoption, and shall hold at least one public meeting to
consider public comments before final adoption.

(b) The state board, in consultation with the participating
districts, may propose revisions to the criteria and guidelines
established pursuant to subdivision (a) as necessary to improve
the ability of the program to achieveitsgoals. A proposed revision
shall be made availableto the public 45 days before final adoption
of the revision and the state board shall hold at least one public
meeting to consider public comments before final adoption of the
revision.
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(c) The state board shall reserve funds for, and disburse funds
to, districtsfrom the fund for administration pursuant to this section
and Section 44299.1.

(d) The state board shall develop guidelines for a district to
follow in applying for the reservation of funds, in accordance with
this chapter. It is the intent of the Legidature that district
administration of any reserved funds be in accordance with the
project selection criteria specified in Sections 44281, 44282, and
44283 and all other provisionsof thischapter. The guidelines shall
be established and published by the state board as soon as
practicable, but not later than January 1, 2000.

() Fundsshall bereserved by the state board for administration
by adistrict that adopts an eligible program pursuant to this chapter
and offers matching funds at aratio of onedollar ($1) of matching
funds committed by the district or the Mobile Source Air Pollution
Reduction Review Committeefor every two dollars ($2) committed
from the fund. Funds avail able to the M obile Source Air Pollution
Reduction Review Committee may be counted as matching funds
for projects in the South Coast Air Basin only if the committee
approves the use of these funds for matching purposes. Matching
funds may be any funds under the district’s budget authority that
are committed to be expended in accordance with the program.
Funds committed by a port authority or a local government, in
cooperation with adistrict, to be expended in accordance with the
program may also be counted as district matching funds. Matching
funds provided by a port authority or alocal government may not
exceed 30 percent of the total required matching funds in any
district that applies for more than three hundred thousand dollars
($300,000) of the state board funds. Only a district, or a port
authority or alocal government teamed with adistrict, may provide
matching funds.

(f) The state board may adjust the ratio of matching funds
described in subdivision (e), if it determines that an adjustment is
necessary in order to maximizethe use of, or theair quality benefits
provided by, the program, based on aconsideration of the financial
resources of the district.

(g9) Notwithstanding subdivision (e), adistrict need not provide
matching funds for state board funds allocated to the district for
program outreach activities pursuant to paragraph (4) of subdivision
(a) of Section 44299.1.
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(h) A district may includewithin its matching fundsareasonable
estimate of direct or in-kind costs for assistance in providing
program outreach and application evaluation. In-kind and direct
matching funds shall not exceed 15 percent of the total matching
funds offered by a district. A district may also include within its
matching funds any money spent on or after February 25, 1999,
that would have qualified as matching funds but were not
previously claimed as matching funds.

(i) A district desiring a reservation of funds shall apply to the
state board following the application guidelines established
pursuant to this section. The state board shall approve or disapprove
a district application not later than 60 days after receipt. Upon
approval of any district application, the state board shall
simultaneously approve a reservation of funding for that district
to administer. Reserved funds shall be disbursed to the district so
that funding of a district-approved project is not impeded.

() Notwithstanding any other provision of this chapter, districts
and the M obile SourceAir Pollution Reduction Review Committee
shall not use funds collected pursuant to Section 41081 or Chapter
7 (commencing with Section 44220), or pursuant to Section
9250.11 of the Vehicle Code, as matching funds to fund a project
with stationary or portable engines, locomotives, or marine vessels.

(k) Any fundsreserved for adistrict pursuant to this section are
available to the district for a period of not more than two years
from the time of reservation. Funds not expended by June 30 of
the second calendar year following the date of the reservation shall
revert back to the state board as of that June 30, and shall be
deposited in the fund for use by the program. The funds may then
be redirected based on applicationsto the fund. Regardless of any
reversion of funds back to the state board, the district may continue
to request other reservations of fundsfor local administration. Each
reservation of funds shall be accounted for separately, and unused
funds from each application shall revert back to the state board as
specified in this subdivision.

(1) The state board shall specify a date each year when district
applications are due. If the eligible applications received in any
year oversubscribe the available funds, the state board shall reserve
funds on an allocation basis, pursuant to subdivision (b) of Section
44299.1. The state board may accept a district application after
the due date for a period of months specified by the state board.
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Funds may be reserved in response to those applications, in
accordance with this chapter, out of funds remaining after the
original reservation of fundsfor the year.

(m) Guidelinesfor adistrict application shal requireinformation
from an applicant district to the extent necessary to meet the
requirements of this chapter, but shall otherwise minimize the
information required of adistrict.

(n) A district application shall be reviewed by the state board
immediately upon receipt. If the state board determines that an
application isincomplete, the applicant shall be notified within 10
working days with an explanation of what is missing from the
application. A completed application fulfilling the criteriashall be
approved as soon as practicable, but not |ater than 60 working days
after receipt.

(o) The state board, in consultation with the districts, shall
establish project approval criteriaand guidelinesfor infrastructure
proj ects consistent with Section 44284 as soon as practicable, but
not later than February 15, 2000. The commission shall make draft
criteriaand guidelines available to the public 45 days before final
adoption, and shall hold at least one public meeting to consider
public comments before final adoption.

(p) The state board, in consultation with the participating
districts, may propose revisions to the criteria and guidelines
established pursuant to subdivision (0) as necessary to improve
the ability of the program to achieve its goals. A revision may be
proposed at any time, or may be proposed in response to afinding
made in the annual report on the program published by the state
board pursuant to Section 44295. A proposed revision shall be
made available to the public 45 days before final adoption of the
revision and the commission shall hold at |east one public meeting
to consider public comments before final adoption of the revision.

(q) Thissection shall become operative on January 1, 2024.

SEC-26:

SEC. 16. Section 44299 of the Health and Safety Code is
repealed.

SEC2F

SEC. 17. Section 44299.1 of the Health and Safety Code, as
amended by Section 3 of Chapter 627 of the Statutes of 2006, is

amended to read:
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44299.1. (a) To ensure that emission reductions are obtained
as needed from pollution sources, any moneys deposited in the
fund for use by the program or appropriated to the program shall
be segregated and administered as follows:

(1) Not more than 2 percent of the moneys in the fund for use
by the program shall be allocated to program support and outreach
costs incurred by the state board and the commission directly
associated with implementing the program pursuant to this chapter.
These funds shall be allocated to the state board and the
commission in proportion to total program funds administered by
the state board and the commission.

(2) Not more than 2 percent of the moneys in the fund for use
by the program shall be allocated to direct program outreach
activities. The state board may use these funds for program
outreach contracts or may allocate outreach funds to participating
digtrictsin proportion to each district’ s allocation from the program
moneys in the fund. The state board shall report on the use of
outreach fundsin their reportsto the L egidature pursuant to Section
44295,

(3) The balance shall be deposited in the fund to be expended
to offset added costs of new very low or zero-emission vehicle
technol ogies, and emission reducing repowers, retrofits, and add-on
equipment for covered vehicles and engines, and other projects
specified in Section 44281.

(b) Moneys in the fund shall be alocated to a district that
submits an eligible application to the state board pursuant to
Section 44287. The state board shall determine the maximum
amount of annual funding from the fund for use by the program
that each district may receive. This determination shall be based
on the population in each district aswell astherelative importance
of obtaining covered emission reductions in each district,
specifically through the program.

() Not more than 5 percent of the moneys allocated pursuant
to this chapter to adistrict with apopulation of one million or more
may be used by the district for indirect costs of implementation of
the program, including outreach costs that are subject to the
limitation in paragraph (2) of subdivision (a).

(d) Not more than 10 percent of the moneys allocated pursuant
to this chapter to a district with a population of less than one
million may be used by the district for indirect costs of
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implementation of the program, including outreach costs that are
subject to the limitation in paragraph (2) of subdivision (a).

(e) Thissectionshal remainin effect only until January 1, 2024,
and as of that date is repealed, unless alater enacted statute, that
is enacted before January 1, 2024, deletes or extends that date.

SEC28:

SEC. 18. Section 44299.1 of the Health and Safety Code, as
added by Section 11.5 of Chapter 707 of the Statutes of 2004, is
amended to read:

44299.1. (a) To ensure that emission reductions are obtained
as needed from pollution sources, any moneys deposited in the
fund for use by the program or appropriated to the program shall
be segregated and administered as follows:

(1) Tenpercent, not to exceed two million dollars ($2,000,000),
shall be alocated to the infrastructure demonstration project to be
used pursuant to Section 44284.

(2) Ten percent shall be deposited in the fund for use by the
program to be used to support research, development,
demonstration, and commercialization of advanced |ow-emission
technologiesfor covered sourcesthat show promise of contributing
to the goals of the program.

(3) Not more than 2 percent of the moneys in the fund for use
by the program shall be allocated to program support and outreach
costs incurred by the state board and the commission directly
associated with implementing the program pursuant to this chapter.
These funds shall be allocated to the state board and the
commission in proportion to total program funds administered by
the state board and the commission.

(4) Not more than 2 percent of the moneys in the fund for use
by the program shall be allocated to direct program outreach
activities. The state board may use these funds for program
outreach contracts or may allocate outreach funds to participating
districts in proportion to each district’s alocation from the fund
for use by the program. The state board shall report on the use of
outreach fundsin their reportsto the L egidature pursuant to Section
44295,

(5) The balance shall be deposited in the fund for use by the
program to be expended to offset added costs of new very low or
zero-emission vehicle technologies, and emission reducing
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repowers, retrofits, and add-on equipment for covered vehicles
and engines.

(b) Moneysinthefund for use by the program shall be allocated
to adistrict that submits an eligible application to the state board
pursuant to Section 44287. The state board shall determine the
maximum amount of annual funding from the fund for use by the
program that each district may receive. This determination shall
be based on the population in each district as well as the relative
importance of obtaining NO, reductions in each district,
specifically through the program.

(c) This section shall become operative on January 1, 2024.

SEC29:

SEC. 19. Section 44299.2 of the Health and Safety Code is
amended to read:

44299.2. Funds shall be alocated to districts, and shall be
subject to administrative terms and conditions as follows:

(&) Available funds shall be distributed to districts taking into
consideration the population of the area, the severity of the air
quality problems experienced by the popul ation, and the historical
allocation of the program funds, except that the south coast district
shall be allocated a percentage of the total funds available to
districts that is proportional to the percentage of the total state
population residing within the jurisdictional boundaries of that
district. For the purposes of this subdivision, population shall be
determined by the state board based on the most recent data
provided by the Department of Finance. The allocation to the south
coast district shall be subtracted from the total funds available to
districts. Each district, except the south coast district, shall be
awarded a minimum allocation of two hundred thousand dollars
($200,000), and the remainder, which shall be known as the
“alocation amount,” shall be allocated to all districts as follows:

(1) The state board shall distribute 35 percent of the allocation
amount to the districts in proportion to the percentage of the total
residual state population that resides within each district’s
boundaries. For purposes of this paragraph, “total residual state
population” means the total state population, less the tota
population that resides within the south coast district.

(2) The state board shall distribute 35 percent of the allocation
amount to the districtsin proportion to the severity of theair quality
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problems to which each district’s population is exposed. The
severity of the exposure shall be calculated as follows:

(A) Each district shall be awarded severity points based on the
district’sattainment designation and classification, as most recently
promulgated by the federal Environmental Protection Agency for
the National Ambient Air Quality Standard for ozone averaged
over eight hours, asfollows:

(i) A district that is designated attainment for the federal
eight-hour ozone standard shall be awarded one point.

(if) A district that is designated nonattainment for the federal
eight-hour ozone standard shall be awarded severity points based
on classification. Two points shall be awarded for transitional,
basic, or marginal classifications, three points for moderate
classification, four pointsfor serious classification, five pointsfor
severe classification, six points for severe-17 classification, and
seven points for extreme classification.

(B) Each district shall be awarded severity points based on the
annual diesel particulate emissionsin the air basin, as determined
by the state board. One point shall be awarded to the district, in
increments, for each 1,000 tons of diesel particulate emissions. In
making this determination, 0 to 999 tons shall be awarded no
points, 1,000 to 1,999 tons shall be awarded one point, 2,000 to
2,999 tons shall be awarded two points, and so forth. If adistrict
encompasses morethan oneair basin, the air basin with the greatest
diesal particulate emissions shall be used to determine the points
awarded to the district. The San Diego County Air Pollution
Control District and the Imperial County Air Pollution Control
District shall be awarded one additional point each to account for
annual diesel particulate emissions transported from Mexico.

(C) The pointsawarded under subparagraphs (A) and (B), shall
be added together for each district, and the total shall be multiplied
by the population residing within the district boundaries, to yield
the local air quality exposure index.

(D) Theloca air quality exposure index for each district shall
be summed together to yield a total state exposure index. Funds
shall be allocated under this paragraph to each district in proportion
to its local air quality exposure index divided by the total state
exposure index.

93



—55— SB 11

(3) The state board shall distribute 30 percent of the allocation
amount to the districtsin proportion to the all ocation of fundsfrom
the program moneys in the fund, as follows:

(A) Because each district is awarded a minimum allocation
pursuant to subdivision (a), there shall be no additional minimum
alocation from the program historical allocation funds. The total
amount allocated in thisway shall be subtracted from total funding
previously awarded to the district under the program, and the
remainder, which shall be known as directed funds, shall be
allocated pursuant to subparagraph (B).

(B) Each district with a population that is greater than or equal
to 1 percent of the state’s population shall receive an additional
allocation based on the population of the district and the district’s
relative share of emission reduction commitments in the state
implementation plan to attain the National Ambient Air Quality
Standard for ozone averaged over one hour. This additional
allocation shall be calculated as a percentage share of the directed
fundsfor each district, derived using aratio of each district’s share
amount to the base amount, which shall be calculated as follows:

(i) The base amount shall be the total program funds allocated
by the state board to the districts in the 2002—03 fiscal year, less
thetotal of the funds allocated through the minimum allocation to
each district in the 2002-03 fiscal year.

(if) The share amount shall be the allocation that each district
received in the 2002-03 fiscal year, not including the minimum
allocation. There shall be one share amount for each district.

(iii) The percentage share shall be calculated for each district
by dividing the district’s share amount by the base amount, and
multiplying the result by the total directed funds available under
this subparagraph.

(b) Funds shall be distributed as expeditiously as reasonably
practicable, and areport of the distribution shall be made available
to the public.

(c) All fundsallocated pursuant to this section shall be expended
as provided in the guidelines adopted pursuant to Section 44287
within two years from the date of allocation. Funds not expended
within the two years shall be returned to the program moneysin
the fund within 60 days and shall be subject to further allocation
asfollows:
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(1) Within 30 days of the deadline to return funds, the state
board shall notify the districts of the total amount of returned funds
availablefor reallocation, and shall list those districts that request
supplemental funds from the reallocation and that are able to
expend those funds within one year.

(2) Within 90 days of the deadline to return funds, the state
board shall allocate the returned funds to the districts listed
pursuant to paragraph (1).

(3) All supplemental funds distributed under this subdivision
shall be expended consistent with the program within one year of
the date of supplemental allocation. Funds not expended within
one year shall be returned to the program moneys in the fund and
shall be distributed at the discretion of the state board to districts,
taking into consideration each district’s ability to expeditiously
utilize the remaining funds consistent with the program.

(d) Thissectionshall remainin effect only until January 1, 2024,
and as of that date is repealed, unless a later enacted statute, that
is enacted before January 1, 2024, deletes or extends that date.
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SEC-34-

SEC. 20. Section 9250.1 of the Vehicle Code is amended to
read:

9250.1. (@) Beginning July 1, 2008, the fee describedin Section
9250 shall be increased by three dollars ($3).

(b) Two dollars ($2) of the increase shall be deposited into the
Alternative and Renewable Fuel and Vehicle Technology Fund
created by Section 44273 of the Health and Safety Code, and one
dollar ($1) shall be deposited into the Enhanced Fleet
M odernization Subaccount created by Section 44126 of the Health
and Safety Code.
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(c) Thissection shall remainin effect only until January 1, 2024,
and as of that date is repealed, unless a later enacted statute, that
is enacted before January 1, 2024, del etesor extends that date.

SEC3+

SEC. 21. Section 9261.1 of the Vehicle Code is amended to
read:

9261.1. (@) BeginningJuly 1, 2008, thefeedescribedin Section
9261, as adjusted pursuant to Section 1678, shall be increased by
five dollars ($5).

(b) Two dollars and fifty cents ($2.50) of the increase shall be
deposited into the Alternative and Renewable Fuel and Vehicle
Technology Fund created by Section 44273 of the Health and
Safety Code, and two dollars and fifty cents ($2.50) shall be
deposited into the Air Quality Improvement Fund created by
Section 44274.5 of the Health and Safety Code.

(c) Thissectionshall remainin effect only until January 1, 2024,
and as of that date is repealed, unless alater enacted statute, that
is enacted before January 1, 2024, deletes or extends that date.
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SEC-38:

SEC. 22. Section 9853.6 of the Vehicle Code is amended to
read:

9853.6. (@) (1) Beginning July 1, 2008, the fee described in
paragraph (1) of subdivision (b) of Section 9853 shall beincreased
by ten dollars ($10).

(2) Fivedollars ($5) of the increase shall be deposited into the
Alternative and Renewable Fuel and Vehicle Technology Fund
created by Section 44273 of the Health and Safety Code and five
dollars ($5) shall be deposited into the Air Quality Improvement
Fund created by Section 44274.5 of the Health and Safety Code.

(b) (1) Beginning July 1, 2008, the fee described in paragraph
(2) of subdivision (b) of Section 9853 shall beincreased by twenty
dollars ($20).

(2) Tendollars ($10) of the increase shall be deposited into the
Alternative and Renewable Fuel and Vehicle Technology Fund
created by Section 44273 of the Health and Safety Code and ten
dollars ($10) shall be deposited into the Air Quality Improvement
Fund created by Section 44274.5 of the Health and Safety Code.

(c) Thissection shal remainin effect only until January 1, 2024,
and as of that date is repealed, unless a later enacted statute, that
is enacted before January 1, 2024, deletes or extends that date.

SEC. 23. Thisact shall not become operative unless Assembly
Bill 8 of the 2013-14 Regular Session is enacted.

SEC-39:

SEC. 24. This act is an urgency statute necessary for the
immediate preservation of the public peace, health, or safety within
the meaning of Article IV of the Constitution and shall go into
immediate effect. The facts constituting the necessity are:

To ensure stable funding for programs to reduce air pollution
for the protection of the public health and safety, it is necessary
for this measure to take effect immediately.
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