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MEMO: AB 118 Air Quality Improvement Program (Freight) 
State Funding for Clean-Up Green-Up Communities  

 
Date:  March 7, 2014  
To: Participants of the Investment Justice/SB 535 Workshop, and stakeholders in the 
Clean Up Green-Up Communities  
 
Author: Isella Ramirez, Masters Candidate, MURP, UCLA Luskin School of Public Affairs   
Contact: iseyar@gmail.com  
 
 
OBJECTIVE:  
This memo describes a state-funding program that could be eligible for funds from the 
Greenhouse Gas Reduction Fund. The objective is to provide an overview of the 
program, with a focus on how the investment can benefit “disadvantaged communities” 
as identified by the state. The Clean Up Green-Up communities of Boyle Heights, 
Pacoima, and Wilmington are of particular focus.  
 
DISCLAIMER: 
Neither the University nor the Luskin School of Public Affairs and its Community Scholars 
program nor the Luskin Center for Innovation, either supports or disavows the findings 
of this memo. University affiliations are for identification only; the University is not 
responsible for the project. The author is a graduate student in the Community Scholars 
course.  
 
 
INTRODUCTION: 
Assembly Bill 118 - Air Quality Improvement Program (AQIP) was first established by the 

California Alternative and Renewable Fuel, Vehicle Technology, Clean Air and Carbon 

Reduction Act of 2007.1 AQIP is a voluntary incentive program administered by the 

California Air Resources Board (ARB) structured to fund clean vehicle and equipment 

projects, conduct research on biofuel production and the air quality impacts of 

alternative fuels, and workforce training.2 Governor Schwarzenegger signed AB 118 

(Nuñez) into law in 2007. Since then, AB 118 provides approximately $200 million each 

year (through 2015) to three programs, one of which includes AQIP. AB 118 creates a 

dedicated revenue stream for the programs via increases to smog abatement, vehicle 

                                                        
1 AB 118, Statues of 2007, Chapter 750 
2 ARB. “Background Information Regarding the AQIP (2013) Link: 
http://www.arb.ca.gov/msprog/aqip/bkgrnd.htm#AB118 
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registration, and vessel registration fees.3   

AB 118 provides grants to fund clean vehicle and equipment projects to attain criteria 

and toxic pollutant reductions, as well as research on the air quality impacts of 

alternative fuels and advanced technology vehicles, and equipment. The Statute lists 

eight broad project types eligible for funding: 4 

• On/off-road equipment projects 

• Projects to mitigate off-road gasoline exhaust and evaporative emissions 

• Air quality impact of alternative fuels research  

• UC research to increase sustainable biofuel production & feedstock 

improvement  

• Lawn and garden equipment replacement 

• Medium and heavy-duty vehicle/equipment projects (including: school buses, 

electric or hybrid vehicles/equipment, regional air quality programs in the most 

impacted areas) 

• Workforce training related to advanced technology to reduce air pollution  

• Projects that identify/reduce emissions from high-emitting light-duty vehicles  

Within AB 118, AQIP is an umbrella program administered by the California Air 

Resources Board that distributes state funds to four major sub-programs: 

• Clean Vehicle Rebate 

• Hybrid & Zero-Emission Truck/Bus Voucher Program Incentive Program (HVIP)  

• Advanced Technology Demonstration Program 

• Truck Loan Assistance  

This memo provides a general legislation background and main objectives for three of 

the AQIP programs, and their estimated budget allocation for the 2013-2014 year (most 

current). Due to the focus on low-carbon freight transport, the programs reviewed in 

most detail will be the HVIP, the Advanced Technology Demonstration Program and the 

                                                        
3 Ibid. 2013 
4 Ibid. 2013 
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Truck Loan Assistance.    

BROAD PROGRAM OBJECTIVES: 

As per AB 118, there is a range of eligible AQIP project categories, such as: commercial 

deployment, demonstration, research, and workforce training.5 Of those, AQIP 

programs have mostly focused on programs with an impact on the commercialization of 

advanced technologies, which is important in meeting the state’s long-term State 

Implementation Plan (SIP) goals post 2020.6 In addition to funding projects facilitating 

the reduction of greenhouse gases, AQIP funds aim to support the demonstration, 

deployment and financing of cleaner freight technologies that are not necessarily 

eligible for funds from the Carl Moyer Program or the Goods Movement Emission 

Reduction Program.  

The project selection is based on the following guiding principles:  

Attain Ambient Qir Quality Standards: Projects that demonstrate emission reductions to 

help get California to meet federal ambient air quality standards, achieve the state air 

quality standards and climate change goals, as well as help the state meet their SIP 

advanced technology commitments.  

Ready for Deployment: Projects which are ready for “immediate on-the-ground 

deployment” and which help to meet the SIP advanced technology commitments. 

Projects that are not ready for deployment, but do aid SIP advanced technology 

commitments are encouraged to apply for demonstration project funding.  

Modify Consumer Choice: Incentives focused on inducing vehicle and equipment 

purchases that regularly would not take place, or advanced market penetration that 

enables long-term benefits.  

Consider Funding Need:  Projects that do not have access to other ARB funded incentive 

programs (such as Carl Moyer Program). Projects can be coordinated with AB 118 

projects funded by the California Energy Commission (i.e. Clean Vehicle Rebate Project).  

Given the popularity and growth of the Clean Vehicle Rebate program and the Hybrid 

and Zero-Emission Truck and Bus Voucher Incentive Project, ARB staff has 
                                                        
5 ARB. “Assembly Bill 118 Air Quality Improvement Program Funding Plan For Fiscal Year 2013-204 (2013) 5.  
6 Ibd. 5 
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recommended a bulk of the budget to be allocated for those items. Table 1 below 

showcases the staff proposed allocation of funds for the fiscal year 2013-2014. 

TABLE 1: Proposed Fiscal Year (2013-2014) Project Category Funding Levels7  

Source: AB 118: Air Quality Improvement Program Funding Plan for Fiscal Year 2013-14, ARB 
 

AB 118 FREIGHT PROGRAMS OVERVIEW:  

Hybrid & Zero Emission Truck/Bus Voucher Incentive Program  

I. Program Overview 

A. Program Objectives:  

The Hybrid & Zero-Emission Truck/Bus Voucher Incentive Program aims to promote 

early production volumes for eligible vehicles as well as lower long-term production 

costs by making a limited amount of vouchers available toward the purchasing of hybrid 

and zero-emission trucks/buses. “Hybrid and zero-emission vehicle technologies have 

the potential to reduce criteria pollutant, air toxic, and greenhouse gas emissions.”8  

B. Main Components: 

The ARB selects a grantee to administer the vouchers and dealer agreements via a 

competitive solicitation. Calstart, a third-party entity has been selected to administer 

HVIP vouchers every year.  Small fleet owners are encouraged to select an eligible 

vehicle, and work with an approved dealer & Calstart to attain a hybrid or zero-emission 

vehicle.   

                                                        
7 Ibid.ii 
8 Ibid.21 
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C. Funding Criteria  

The HVIP is open to fleets in California, so long as they have the ability to register the 

vehicle and use it California for three years.  All fleets (small or large, public or private) 

are eligible to apply for a voucher, while resources are available. However, in the 2013-

2014 ARB staff proposed recommendations, the HVIP limits companies to apply for 100 

vouchers, instead of the previous 200. This modification, they report, will ensure that 

smaller companies have access to the vouchers. In the 2013-2014 fiscal year, the ARB 

staff estimated an allocation of $5 million toward this program could be “expected to 

fund approximately 150 vehicles.”9  Due to the limited funds in the current year, each 

fleet is limited to no more than 100 vouchers. ARB staff does not believe this voucher 

cap will result in any problems, since “no single fleet has ever requested more than 100 

vouchers in a year.”10 

D. Types of Eligible Projects   

As of May 2013, the HVIP has provided vouchers for the purchase of 1,217 hybrid and 

370 battery-electric zero-emission trucks and buses.11 Most of the purchases have been 

in the urban beverage and package delivery vocations.  

II. Program Process 

A. Administering Agency – Air Resources Board solicits a grantee to administer the 

voucher applications, approve dealers and eligible vehicles. For the past few years, 

Calstart has been selected as the grantee.  

ARB Contact: Joseph Calavita – jcalavit@arb.ca.gov  

B. Funding Eligibility  

• Fleets must register the vehicle(s) and operate in the state of California for three 
years 

• Fleets are limited to 200 vouchers per fleet 
• Fleets must seek ARB pre-approval for vehicle sale   
 

 

                                                        
9 Ibid.  
10 Ibid.   
11 Ibid. 22 
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C. Application Process  

Steps for interested truck owners to obtain a voucher: 
• Select an eligible vehicle 
• Work with an HVIP-approved dealer to sign the Terms & Conditions 
• Approved dealer will submit voucher application 

D. Disadvantaged Community Consideration  

The fact that communities like Wilmington, Boyle Heights and Pacoima house a 

significant number of truck owner-operators (i.e. truck drivers) highlights the need to 

keep this program funded through the Greenhouse Gas Reduction Funds.   

 

III. Program Evaluation 

While In discussions with participating fleets and other project stakeholders, ARB staff 

finds that there are several challenges that have caused a reduced voucher demand. For 

example, “several early adopter fleets indicated that they saturated their demand for 

new delivery trucks with stop-and-go routes that would benefit from hybrid technology 

at project launch out of concerns first year funding would be depleted quickly.”12 Other 

challenges are that there are uncertainties about the hybrid vehicle fuel economy and 

the shortage of long-term vehicle performance and benefits data. 13 Also important, is 

the fear early adopter fleets (especially medium-small) feel about purchasing new 

vehicle technologies they do not know, and which they might perceive as unreliable.14 

To tackle these concerns, ARB staff increased voucher amounts for zero-emission and 

hybrid vehicles as well as in 2011, added Hino Motor Company (Toyota owned), a 

vertically integrated hybrid truck manufacturer whose hybrid vehicles in the 14,001 to 

19,500 pounds (lbs) gross vehicle weight range (GVWR) are more economical. As a 

result, voucher demand grew in fourth quarter of 2012. Overall, this program is a solid 

strategy in attaining immediate emission reductions, as well as helping to propel the 

market demand away from dirty diesel engines.  

 

                                                        
12 Ibid.21 
13 Ibid.21 
14 Ibid.21 
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IV. Recommendations 

The HVIP plays an important role in the movement to accelerate the market penetration 

of hybrid and zero-emission technologies. The major recommendations for this program 

is to ensure that sufficient and timely outreach and informational workshops are held in 

communities with larger populations of truck drivers, especially in “disadvantaged 

communities,” such as Boyle Heights, Pacoima, and Wilmington. Such workshops should 

be conducted (not simply interpreted) in languages that are reflective of the workforce 

population of the area, and should be paired with forms, and informational sheets that 

are also available in those languages. In addition, all information provided should be 

reflective of a reading level that is comprehensible to the average person.  

 

Advanced Technology Demonstration Projects  

I. Program Overview 

A. Main Objectives 

The Advanced Technology Demonstration Projects aim to accelerate the 

commercialization and deployment of cleaner technologies in California, while 

supporting the State’s goals for criteria pollutants, air toxics, and greenhouse gas 

emission reductions.15  

B. Main Components 

The Advanced Technology Demonstration Projects funding administered by the ARB and 

distributed to applicants working to demonstrate their technologies via a third party 

entity, such as local air districts, or Ports.  

C. Funding Criteria   

Applicants must be able to provide a third-party certification as well as efficiently 

demonstrate how their technology demonstration project will help achieve the goals of 

AB 118 as well as California’s air standard goals.   

D. Types of Eligible Projects 

                                                        
15 Ibid. 29 
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Demonstration projects may take many shapes, with varied budget sizes. In 2011, the 

South Coast Air Quality Management District (SCAQMD) received two AB 118 grants of 

$439,000 and $100,000 to administer three contracts for demonstration projects.16 One 

contract was with Hug Filtersystem to demonstrate a diesel particulate filter and 

selective catalytic reduction technology on marine vessels for $396,580, while the other 

two contracts were with the University of Riverside and Stanley Black & Decker Inc, for a 

demonstration of advanced cordless zero-emission commercial lawn and garden 

equipment for $120,000.17 

II. Program Process  

A. Administering Agency 

ARB administers grant applications, to be submitted by company applicants with the 

support of a third-party agency (i.e. local air districts, ports or public schools), who 

subcontract with private companies administering the technology. 

Contact: Earl Landberg elandber@arb.ca.gov  

B. Funding Eligibility 

ARB establishes a competitive selection process to award the most promising 

technologies. They also require a significant cost share from technology demonstrators, 

as well as the requirement that applicants be California-based public agency with 

expertise in the project.  

C. Application Process 

ARB makes public announcements about the release of the applications for 

demonstration projects, and receives applications complete with budget, additional 

financial resources, and the support and collaboration of a public entity. ARB Board 

receives staff recommendations and makes final decision on grantees.  

D. Disadvantaged Communities 

Given the severe exposure to diesel pollution and other toxic air pollutants, 

communities surrounded by goods movement and other industrial uses are in desperate 

                                                        
16 SCAQMD Meeting Notes (July 2011) Link: http://www.aqmd.gov/hb/attachments/2011-2015/2011Jul/2011-Jul8-
006.pdf 
17 Ibid. AQMD 
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need of benefiting from the demonstration and eventual market penetration of cleaner 

technologies in all industries. Projects that aim to clean up technologies in the Ports are 

especially important for Wilmington, a community neighboring the Port of Los Angeles.  

III. Program Evaluation 

Given the importance of supporting emerging cleaner technologies, especially in freight 

operations, this funding stream for technology demonstrations is an important 

component of AB 118 that has helped to fund (as of fiscal year 2012-13) 13 separate 

projects, a funding amount of $5.6 million. The projects range from locomotive retrofits 

to hybrid marine demonstrations and garden equipment technology. The funding for 

this section of AB 118 has been somewhat modest, however. A serious investment in 

demonstration projects must increase in order to see more progress.  

IV. Recommendations 

Demonstration projects, while not providing immediate emission reductions, do 

contribute significantly to long-term accomplishments of better air quality because they 

help to steer cleaner technologies into the California market. Doing so, helps to lower 

production costs for technology manufacturers, but also makes cleaner technology 

more readily available to companies looking to lower their emissions. In addition, 

demonstration projects also prompt companies to lower their greenhouse gas 

emissions, as they implement cleaner technologies in their daily operations. For this 

reason, added resources from the Greenhouse gas reduction fund are essential to the 

program’s continued success. However, applicants and third-party entities must clearly 

demonstrate how their particular technology demonstration interest will benefit 

disadvantaged communities. Furthermore, demonstrations that take place within 

disadvantaged communities should take higher priority.  

 

Truck Loan Assistance Program  

A. Program Objectives 

The Truck Loan Assistance Program aims to reduce diesel emissions and meet emission 

reduction goals in California, as it facilitates financing of cleaner trucks to small business 



 10 

truck owners that are experiencing challenges in obtaining credit through other 

means.18   

B. Main Components 

The Truck Loan Assistance Program provides funds to smaller fleets in their early 

compliance of regulatory standards. It is based on the California Pollution Control 

Financing Authority’s California Capital Access Program. “It enables lenders to provide 

affordable financing to small business owners that fall just outside the conventional 

underwriting standards and that may not qualify for traditional financing, particularly in 

California’s tight credit market.”19 

C. Funding Criteria  

The Truck Loan Assistance Program requires that borrowers use the loan to finance a 

medium to heavy duty truck to be used in California. In particular, companies must be 

small who are not eligible for other ARB funding sources, such as the Carl Moyer or the 

Goods Movement Emission Reduction Program.  

D. Types of Eligible Projects 

Truck Loans, applicant and approved lender submit an application through CalCAP.  

 

II. Program Process  

A. Administering Agency 

ARB works with CalCAP to provide loan application, regulations and information to small 

companies.  

Contact: Krista Fregoso kfregoso@arb.ca.gov  

B. Eligibility 20 

• The company must be a small business, meaning it has 100 or fewer employees, 
and $10 million or less in annual revenue, averaged over three years. 

• The company must have their primary economic effect in California (most of the 
vehicle miles traveled must occur in California, most jobs in California, etc.) 

• Fleets of 10 or fewer heavy-duty vehicles are eligible, as long as they meet the 
above requirements. 

                                                        
18 ARB. “Funding Plan” (2013) 34 
19 Ibid. 34 
20 ARB “Place Program for On-Road Vehicles” (2014) Link: http://www.arb.ca.gov/ba/loan/on-road/on-road.htm 
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C. Application Process  
Steps for getting a loan through the program: 

1. Borrowers must apply for a loan at a CalCAP lender participating in ARB’s 
program by filling out the Borrower Eligibility Criteria and Certification Form. 
Assistance to fill the form is available from the CalCAP lenders. The borrower 
must also complete the lender’s required loan application forms.  

2. If borrower is qualified, loan documents are prepared & signed by the both the 
borrower and lender.  

3. Lender disburses funds to borrower.  
 

D. Disadvantaged Community Consideration  

The Truck Loan Assistance Program is especially important in disadvantaged 

communities, given their economic vulnerability. Such vulnerability leads to little to no 

access to financing for expensive clean trucks.  

III. Evaluation  

The program is promising because it reduces the financial risk to lenders that they might 

otherwise have with small business truck operators, and it provides a benefit of fund 

leveraging to increase the overall amount available to truck owners.21 Proposed funds 

again do not sufficiently meet the demands for loans, so an increase in resources is 

important.  

IV. Recommendations  

Like all the other AB 118 programs reviewed here, the Loan Truck Assistance Program is 

an important funding source that must be replenished via the Greenhouse Gas 

Reduction Fund. As the California deadlines for emission reductions near, it becomes 

increasingly important to continue to provide loans to small business truck operators, 

especially those living and working in disadvantaged communities, such as Wilmington, 

Boyle Heights, and Pacoima.  

 

 

                                                        
21 ARB. “Funding Plan.” 34 


