REQUEST FOR EARLY EFFECTIVE DATE

AB 118 AIR QUALITY GUIDELINES FOR THE AIR QUALITY IMPROVEMENT
PROGRAM AND THE ALTERNATIVE AND RENEWABLE FUEL AND VEHICLE AND
TECHNOLOGY PROGRAM

The Air Resources Board (ARB or Board) formally requests, under Government Code
section 11343.4(c), that the Office of Administrative Law (OAL) prescribe an “earlier
effective date” for the AB 118 Air Quality Guidelines for the Air Quality Improvement
Program and the Alternative and Renewable Fuel and Vehicle Technology Program
(AB 118 Air Quality Guidelines) regulations that were adopted on September 25, 2008
(Agenda Item 08-8-7, Notice File No. Z-08-0729-07). The ARB believes the following
demonstrates “good cause” for OAL to prescribe an earlier effective date —i.e., an
effective date to coincide with the filing of the regulations with the Secretary of State.

DEMONSTRATION OF GOOD CAUSE

The AB 118 Air Quality Guidelines ensure that both the Air Quality Improvement
Program (AQIP), administered by ARB, and the Alternative and Renewable Fuel and
Vehicle Technology Program, administered by the California Energy Commission
(Energy Commission), complement, and do not interfere with, California’s existing air
guality programs and maintain or improve upon the emission benefits achieved through
these programs. The AB 118 Air Quality Guidelines set standards that the funding
agencies (i.e., ARB and the Energy Commission) will use to initially evaluate potential
projects for incentive funding under AQIP and the Alternative and Renewable Fuel and
Vehicle Technology Program. The AB 118 Air Quality Guidelines are designed to
screen out those projects that would interfere with existing air quality programs.

The AQIP will award approximately $50 million per year through 2015 to a variety of
project types specified in Assembly Bill 118, including off-road and on-road equipment,
evaporative emission controls, hybrid technologies, lawn and garden equipment,
research regarding the air quality impacts of alternative fuels and vehicles, and
workforce training to reduce air pollutant emissions. The Alternative and Renewable
Fuel and Vehicle Technology Program provides the Energy Commission with
approximately $120 million per year through 2015 to develop and deploy innovative
technologies that transform California’s fuel and vehicle types to help attain the state’s
climate change policies. In addition, the development of these innovative technologies
will provide benefits to the state’s economy. Currently, the legislature has provided the
Energy Commission with $75 million for projects to be funded this year, with approximately
$42.3 million appropriated to ARB for the AQIP in fiscal year 2009-2010.

The Energy Commission approved regulatory guidelines for the administration of the
Alternative and Renewable Fuel and Vehicle Technology Program on

February 29, 2009. These regulations received an early effective date and became
effective on April 22, 2009. As soon as the AB 118 Air Quality Guidelines become



effective, the Energy Commission can begin to “provide ... competitive grants, revolving
loans, loan guarantees, loans or other appropriate funding measures ...” as intended by
the Legislature. (Health and Safety Code, § 44272(a)).

Since passage of the legislation establishing the Alternative and Renewable Fuel and
Vehicle Technology Program, dozens of companies and organizations have announced
their intent to seek program funding from the Energy Commission for a wide variety of
important transportation-related projects. At a time when credit is difficult to obtain, the
Commission’s program will be an important source of funding for the development of
advanced transportation projects. Indeed, the Energy Commission’s program may be
the only available funding source for some innovative companies. In addition, on

April 22, 2009, the Energy Commission issued a Grant Solicitation and Application
Package for American Recovery and Reinvestment Act (ARRA) Cost Share. This
solicitation will provide eligible applicants Alternative and Renewable Fuel and Vehicle
Technology Program funds to be used as cost share for transportation-related ARRA
funding proposals. Given the current economic environment and the continuing focus
on diversifying the state’s transportation fuels and technologies and concerns over
greenhouse gas emissions, it is critical that the Energy Commission start providing
funds as soon as possible so that product and fuel deployment can occur.

For these reasons, the ARB believes there is good cause for OAL to prescribe an earlier
effective date. Therefore, the ARB hereby requests that OAL approve an earlier
effective date, coinciding with submittal to the Secretary of State pursuant to
Government Code section 11343.4(c).

Date: May 12, 2009 /sl
Deborah Kerns, Senior Staff Counsel
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