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Thank you  Mr. Goldstene.  Good Morning Chairman Nichols and members of the Board.  



In March, the Board adopted updated Proposition 1B Program Guidelines, and addressed priorities for project funding.  Local air districts and seaports in each corridor have requested funding for incentive projects to reduce emissions from freight operations.  Today, staff is recommending that the Board approve a list of local agency projects for this round of funding. 



After a brief background of the program, I’ll summarize our staff proposal for funding local agency projects.  Let’s first look at what we are asking you to consider today.
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Board Actions Today

Phase 2

Tentatively allocate

$275M expected 

Phase 1

Award funds

$200M available

Presenter
Presentation Notes
The Board’s action today covers two rounds of funding to allocate the current appropriations.   Phase 1 is for $200 million in cash the Board received from Spring 2010 bond sales.  Phase 2 is a tentative allocation contingent on the anticipated Spring 2011 bond sales.  Staff will come back to the Board to finalize the Phase 2 allocations in early to mid 2011. 



I’ll now provide a brief background of the program.
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Prop 1B: Goods Movement 
Emission Reduction Program

• $1B to reduce emissions from freight 
transport in the four priority trade corridors

• Goal:  reduce emissions/risk as quickly as 
possible in heavily impacted communities

• Achieve early or extra reductions from  
diesel trucks, locomotives, ship berths,  
cargo equipment, and harbor craft

Presenter
Presentation Notes
State law established this Program to cut diesel freight emissions and the related health risk in communities near ports, rail yards, freeways, and distribution centers.  



Once the Board approves grants to the local agencies, these agencies then provide incentives to owners of diesel equipment to upgrade to cleaner models to achieve early or extra emission reductions compared to regulatory requirements.
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FY 2008-09 and FY 2009-10 Funds

$500M

$475M

$200M - Phase 1

$275M - Phase 2

$25 million reserved for ARB administration (5%)

Presenter
Presentation Notes
The State budget has appropriated the next two installments, totaling $500 million,



ARB staff proposes to reserve up to $25 million for administration as provided by legislation.   This leaves $475 million to be allocated among the projects submitted by local and state agencies.



In response to State policy for bond-funded programs, we’re recommending that the Board allocate the funds in the two phases I mentioned earlier.  
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ARB Administrative Funding
• Reserve maximum 5% allowed for now
• Cover multiple years of staffing/contracts
• Cover audit costs by other state agencies
• Incur higher costs to administer truck loans
• Hold additional funds for possible trucker 

assistance centers
• Redirect unneeded funds to truck grants

Presenter
Presentation Notes
We recommend reserving the maximum 5% or $25 million for ARB administration – for now -- for the following reasons.



These funds need to cover multiple years of ARB staff and contract costs, typically 1.5% annually.  



We also need funds available to pay Department of Finance and Bureau of State Audits to audit this program.  We don’t know what these charges will be yet.



ARB staff has proposed to use Prop 1B funds to implement a truck loan assistance program – our increased costs to do so will likely need to come out of these same administrative funds.  



ARB staff is also exploring the possibility with the air districts of developing one-stop assistance centers for truckers to get information on ARB requirements, available technologies, and grants and loan.  To allow for this possibility, we need to reserve substantial funds in excess of the annual baseline.  



If ARB opts to pursue other means of outreach or can secure other funding sources, we propose that the Executive Officer redirect the unneeded ARB administration funds to truck grants in each corridor, in proportion to each corridor’s funding percentage.    



I’d also like to note that the available phase 1  bond cash covers the first $10 million of this $25 million total.  That ten million covers ARB staffing and contracts for the next few years, plus about $2 million for audits and trucker assistance centers.  
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Applications for $475M 

Trade Corridor Funds 
Requested

Los Angeles/Inland Empire $529M
Central Valley $449M

Bay Area $  88M

San Diego/Border $  31M

ARB Truck Loans $  50M

Total          >$    1B

Presenter
Presentation Notes
We issued a Notice of Funding Availability in April.  In response, local and state agencies submitted applications for 15 grants, requesting to upgrade about 16,000 pieces of equipmen.

NEXT
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Basis for Recommendations

• Category and corridor funding targets
• Board priorities
• Local agency requests
• Local agency readiness

Presenter
Presentation Notes
To develop the recommendations for funding, we considered the funding targets adopted by the Board for each category of sources and each trade corridor…and the Board’s priorities for funding trucks, locomotives, and ships at berth in this round.  



Within each corridor, we then looked at the requests for funding and the priorities identified by the local agencies.   



To develop allocations for Phase 1 versus Phase 2, ARB staff considered the readiness of each local agency to administer new funding.  Our assessment of “readiness” is based on the status of existing Prop 1B grants from the first round and the availability of sufficient local agency staff to start implementing new grants this summer.
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Starting Point for Recommendations 

Recommended Allocation
Corridor Target Bond $

Truck Loan Program N/A $  50.0M  
Los Angeles/Inland Empire 55% $233.7M  
Central Valley 25% $106.2M
Bay Area 14% $  59.5M
San Diego/Border 6% $  25.5M

Total 100% $475.0M

Presenter
Presentation Notes
We recommend a tentative allocation of up to $50 million in Phase 2 for the Truck Loan Assistance program to be administered by ARB staff.  This program would assist truck owners to supplement the truck grants.



For the remaining $425 million, we are recommending the funds be divided among the four trade corridors according to the percentages established by the Board, as shown on this slide.   
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Recommendations by Category 
($475M)

Locomotives: $61M

Ships/Equipment: $85M

Trucks: $328M Harbor Craft: <$1M

Presenter
Presentation Notes
This graph shows the draft distribution of monies by funding category, based on staff’s preliminary recommendations. 
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Truck Loan Assistance Program

• Owners need additional access to 
financing opportunities

• Provide funding for direct loans and loan 
guarantees for smaller fleets (1-20 trucks)

• Funds from Phase 2

Presenter
Presentation Notes
Obtaining financing to supplement grants has proven to be a barrier for independent owner operators and smaller trucking fleets that have less access to capital.



Funds for the program must come from taxable bonds which ARB will work with the State Treasurer’s Office to sell in Spring 2011.



In the interim, ARB staff will develop the specifics of the program in a public process.











Los Angeles/Inland Empire 
Trade Corridor

($233.7M)

Presenter
Presentation Notes
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Approach for LA/Inland Empire

• Received 2 applications for ships at berth
– South Coast Air District - $55.6M
– Oxnard Harbor District - $ 5.5M

• Fully fund both requests and recommend 
South Coast as grant administrator

Presenter
Presentation Notes
After consulting with the District and all of the Ports involved, staff is recommending that the Board award a single grant to the South Coast District to cover shore power needs at all 3 ports within this trade corridor.  
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Recommendations: 
Los Angeles/Inland Empire

Category Award
Phase 1

Allocate 
Phase 2

Local 
Agency

Trucks $ 42.5M $  99.0M
South CoastLocomotives $   6.2M $  24.7M

Ships/Equip. $ 61.3M --
Total* $110.0M $123.7M

*Corridor share:  $233.7M total

Presenter
Presentation Notes
The majority of the Phase 1 funding in this corridor, about $61 million would be available for ships at berth and cargo equipment projects. 



We are proposing that the majority of the locomotive funding be deferred to Phase 2 to take advantage of cleaner technology expected to be available in the timeframe to spend the Phase 2 monies.



The remaining funds, a total of $141 million, would be used to upgrade diesel trucks, with about 1/3 of those funds available in Phase 1.  









San Diego/Border 
Trade Corridor

($25.5M)
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Approach for San Diego/Border

• Concern about capacity to begin new truck 
grants in Summer 2010

• San Diego & Imperial Districts
– Limited staffing resources
– Substantial work left on year one grants

• Defer most truck funding to Phase 2
• Provide the full corridor allocation for  

Phase 1 + Phase 2 combined

Presenter
Presentation Notes
To develop our recommendation for this corridor we looked at the staffing resources and readiness of both air districts to implement new truck grants this summer versus starting grants next year with Phase 2 funds.  



Truck grants are the most resource-intensive for the local agencies to administer. Both air districts have a small number of incentive program staff and substantial work remaining to implement their existing truck grants under Prop 1B.  



Based on the rate of progress over the past year and current staffing levels, ARB staff believes the two air districts are not ready to take on a significant amount of new funds.  Staff is proposing that the Board make small awards in Phase 1 with the balance of funding allocated to be funded in Phase 2.   
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Recommendations: 
San Diego/Border

Category Award
Phase 1

Allocate
Phase 2

Local 
Agency

Trucks 
--

$22.0M
San Diego

$3.0M Imperial
Harbor Craft $0.5M   -- San Diego
Total* $3.5M $22.0M

*Corridor share:  $25.5M total

Presenter
Presentation Notes


We recommend fully funding San Diego’s application for commercial harbor craft for $500,000, with the remaining monies going to truck projects.



Based on our evaluation, staff is recommending the Board partially fund the Imperial District’s truck proposal with $3 million in Phase 1, and defer the remainder of the truck funds to Phase 2.  



We are recommending that $8.5 million in Phase 1 funds be temporarily re-directed from this corridor to the San Joaquin Valley District to accelerate truck projects which is consistent with the statutory direction that ARB allocate funds to projects that can quickly reduce emissions and health risk. 



The San Diego/Border corridor would receive a proportionally larger share in Phase 2 funding to restore the region’s funding to the target levels.  







Central Valley 
Trade Corridor

($106.2M)
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Temporarily Redirected Truck Funds

Phase 2

Phase 1  

Defer 

Accelerate

San Diego/Border

San Joaquin

Presenter
Presentation Notes
As we mentioned earlier ARB staff is recommending that all of the temporarily redirected funds ($8.5 million) from go to the San Joaquin Valley. These funds will not increase the overall allocation to the Central Valley corridor. 



This pragmatic recommendation is based on our assessment of readiness – we looked at where each district is in implementing its prior truck grants under Prop 1B and when they’d be ready to take on new work.  



The San Joaquin Valley District is nearing completion of its existing $40 million truck grant under Prop 1B and will be ready to start a new cycle this summer. They have effectively implemented its current Prop 1B truck grant, including successful outreach to independent owner—operators and small trucking fleets that operate in the Valley, regardless of where those trucks are based. 
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Recommendations: 
Central Valley

Category Award
Phase 1

Allocate 
Phase 2

Local 
Agency

Trucks
$48.5M

$20.0M
San Joaquin

$10.0M Sacramento

Locomotives --
$20.0M San Joaquin
$  7.7M Sacramento

Total* $58.5M $47.7M

*Corridor share:  $106.2M total

Presenter
Presentation Notes
We are proposing partial funding for each of the projects submitted by the air districts as both districts have run successful truck programs. The Board would assess the progress of each agency next year to determine how the Phase 2 truck funding would be allocated.  



Staff is recommending that locomotives be funded entirely in Phase 2 to take advantage of cleaner technology that is expected to be available over the next 2 to 3 years.  





Bay Area 
Trade Corridor

($59.5M)
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Approach for Bay Area

Category Request Proposal

Trucks $45.0M $33.3M
Locomotives $  3.9M $  2.3M
Ships/Equip. $39.1M $23.9M
Total $88.0M $59.5M

Presenter
Presentation Notes
This slide compares the local agency’s requests and our proposal for overall funding based on the trade corridor funding target. 



To make our recommendations consistent with the corridor funding level of $59.5 million, we had to reduce the total request.



ARB staff consulted with the Bay Area District on how to cut the requested funding down to match the available funding.



The District concurred that it was appropriate to reduce the size of the requested award for all 3 types of projects, and to maintain all 3 projects, since they are all effective at reducing the health risk for residents of the entire Bay Area region.
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Recommendations: 
Bay Area

Category Award 
Phase 1

Allocate 
Phase 2

Local 
Agency

Trucks $  8.0M $25.3M
Bay AreaLocomotives -- $  2.3M

Ships/Equip. $20.0M $  3.9M
Total* $28.0M $31.5M

*Corridor share:  $59.5M total

Presenter
Presentation Notes
We recommend front-loading the funding for ships-at-berth and cargo equipment with more than 70% of the allocation, in Phase 1.  This would accommodate the long project schedules to design and install grid-based shore power for ships in advance of the compliance deadline in ARB’s rule. 



The majority of the truck funds, and all of the locomotive funds, would come in Phase 2.  















Shore Power Requirements

• Multi-year design and build projects
• Regulatory deadlines
• Statutory funding deadlines

– Develop supplemental procedures 
• Undersubscribed solicitations 

– Funds redirected to truck or locomotive grants
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Presenter
Presentation Notes
Grants for ships at berth will typically co-fund the landside costs of installing grid-based electrical power for ships.  These are multi-year design and build projects.  



These projects have two deadlines, regulatory and expenditure.  The projects must be finished prior to the January 1, 2014 compliance deadline in ARB’s regulation.  The second deadline is on the grant side.  ARB must set aside the cash for the projects upfront before the work begins.  Once a contract is signed, the project must be completed and demonstrated to be operational prior to payment.  By statute, final payment must be made within 4 years.   



If these projects are not completed on time, the funding reverts back to the legislative controlled account and must be reappropriated to ARB in a future State budget.  The funds are out of circulation for several years.  The project grant would then need to be terminated regardless of how much money the port or terminal operator has advanced to cover the costs to that point.  



To minimize the possibility of this situation happening, ARB staff is proposing to develop supplemental procedures for local agencies administering these projects.  



Additionally, If the solicitation for shore power projects is undersubscribed, ARB will work with the local air districts to redirect those funds to truck or locomotive projects administered by the same local agency.  



We believe this approach is the soundest way to make funding available for the shore power projects, but ensure the funding achieves the intended emission and health risk reductions even if the shore power project experiences delays.
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Recommendations and Benefits 
by Trade Corridor

Reductions (tons)
Trade Corridor Bond $ PM NOx
LA/Inland Empire $233.7M 1,100 35,100
Central Valley $106.2M 710 14,000
Bay Area $  59.5M 180 6,700
San Diego/ Border $  25.5M 100 2,900
All (Loan Program) $  50.0M Included above

Total $   475M* 2,090 58,700
* Leverages $550M in matching funds

Presenter
Presentation Notes
This table shows the approximate emission reductions that could be achieved by the combination of projects covered under the preliminary funding recommendations. 



You don’t see the same proportion of PM and NOx reductions per dollar in the LA corridor as in the Central Valley corridor because the mix of projects is different.  For example, the ratio of PM vs. NOx for truck projects is distinct from the ratio for shore power projects for ships.  
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Issues

• Funding for shore power projects at the  
Port of Oakland

• Deferral of most San Diego/Border truck 
funding to Phase 2
- Redirection to San Joaquin Valley

Presenter
Presentation Notes


The Port of Oakland is asking that the Bay Area receive their full request of $39 million for Ships at Berth projects in Phase 1 to support shore power.  That funding request exceeds the Phase 1 total for the corridor.  Meeting the Port’s request in Phase 1 and Phase 2 combined could only happen by diverting funding from truck projects that can significantly reduce the associated health risk throughout the Bay Area. The recommendation for phase 1 and 2 allocates 60% of the funding requested.





The Bay Area District is proposing to provide up to $5 million in local funds for Bay Area Ports to supplement Prop 1B funds for shore power, raising the incentive total to $29 million- compared to the $39 million requested.  



The San Diego District, the Port of San Diego and  local community groups requested that the San Diego District receive truck funding in Phase 1. 



I’ve already describe why we are recommending that those funds be deferred to Phase 2.  I would note that the comment letters on this issue references a need for funding to upgrade trucks at the Port of San Diego.  However, trucks are no longer eligible for incentive funding to comply with the January 1, 2010 phase 1 deadline of the drayage truck regulation. 

 



Cumulative Program Funding 
(with proposed allocations)

Funding
Category

Trade Corridor (funding in millions)

Total
LA Valley Bay

Area
San

Diego All

Truck $274.3 $130.0 $64.8 $39.6 $50 $558.7
Locomotive $34.0 $38.0 $2.3 --- --- $74.3
Ship/equip. $61.3 --- $26.8 --- --- $88.1
Harbor craft --- --- --- $0.5 --- $0.5
ARB admin --- --- --- --- --- 28.4
Total $369.6 $168.0 $93.9 $40.1 $50 $750.0
Corridor % 55% 25% 14% 6% --- ---
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Presenter
Presentation Notes
This slide shows the cumulative Program allocations for the full $750 million appropriated to date with staff proposed recommendations for action today.  



It confirms that each corridor is receiving its allocated share of funding. 
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Recommendation for Board Action

• Adopt Resolution 10-27 
– Identifies primary and backup agency projects 

for Phase 1, tentative allocations for Phase 2
– Directs staff to develop supplemental 

procedures for shore power projects

Presenter
Presentation Notes


Staff recommends that the Board adopt Resolution 10-27.  



This resolution identifies local agency projects for Phase 1, tentative allocations for Phase 2, as well as the provisions for backup projects that I discussed earlier.  And it also directs staff to develop supplemental procedures for shore power projects to ensure that we meet regulatory and expenditure deadlines.  



Thank you and we’d be happy to answer any questions you may have. 
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