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To: ALL INTERESTED PARTIES

Re: Notice of Workshop Concerning Development of Voluntary Light-Duty Vehicle Accelerated Retirement Program Regulations

This letter is notification of a public workshop, to be held by the staff of the California Air Resources Board (ARB), concerning the development of legislatively-mandated regulations for light-duty vehicle scrapping programs.  The purpose is to solicit public comments regarding such regulations, and to provide information concerning the staff's current progress and preliminary plans.  This will be the first of several workshops, to be planned covering several topics, held at various locations around the state.  This first workshop will be held at the following time and location:




Thursday, March 7, 1996




1:30 p.m. to 4:00 p.m.




California Air Resources Board




Board Hearing Room, Lower Level




2020 L Street




Sacramento, California

In November 1994, the ARB approved the State Implementation Plan (SIP) which outlined the approach to be taken in bringing the state's air quality into attainment with federal ozone standards.  One of the measures contained in the SIP is measure M1, which calls for the early retirement of up to 75,000 older, higher-emitting vehicles per year in the South Coast Air Basin, beginning in 1999.  The SIP also allows such programs in other areas of the state, on an as-needed basis.  In October 1995, the governor signed Senate Bill 501 (SB 501, see Attachment) which directs the ARB to develop regulations concerning programs to encourage the voluntary retirement of older, light-duty vehicles in the state.  These regulations, to be developed according to SB 501, will define the method by which SIP measure M1 and similar programs will be implemented.

Eligible vehicles are those which contribute a disproportionately high amount of emissions to the environment.  A vehicle owner, whose car meets criteria to be contained in the regulations, will be given the opportunity to sell the vehicle to a program operator, who would then dispose of the vehicle in such a manner as to ensure it does not return to service.  Participating vehicle owners would be compensated financially, the amount to be determined by the market.

The legislation contains several conditions on how the regulations are to be implemented.  The more noteworthy are listed here:

- the regulations are to be applicable statewide and should provide that programs are to be privately operated;

- in the South Coast region, the state should purchase emission reductions generated by resulting programs at market-determined rates, to be applied to SIP measure M1 requirements;

- public participation is to be on a strictly voluntary basis;

- participants are to be compensated for their vehicles;

- the regulations should provide that programs interact as seamlessly as possible with the concurrent Inspection & Maintenance (I/M or Smog Check) high polluter repair or removal program;

- the regulatory design should be sensitive to the concerns of car collectors and to consumers for whom older vehicles provide affordable transportation; and

- the final regulations must be adopted by June 30, 1997.

Due to the complex nature of the legislative requirements and the widely varying needs of the different affected public sectors, and due to the fact that the regulations are in the early stages of development, the staff will not be presenting a detailed proposal at the workshop.  Instead, this first workshop will present an overview of the requirements of SB 501, noting some of the areas of greater concern, and will then solicit general comments from the public.  The staff is interested in obtaining feedback on all areas of public interest.

More than one workshop will be necessary to fully address this regulatory effort.  Succeeding workshops will focus on such areas as collector car interests, interaction with the I/M Program and local district vehicle retirement programs, and credit calculation procedures and usage.  These workshops will be held at several venues around the state.  In addition, the ARB is assembling a Technical Advisory Group (TAG) to help address the details of the credit calculation procedure.  The status of the TAG's progress will be presented in future public workshops.

The ARB encourages all interested parties to present comments and information on the subject of vehicle retirement for emission reductions, at the appropriate workshop.  Those who are unable to personally participate in the workshop process or who wish to supply additional information are encouraged to submit written comments.  Workshop participants who wish to discuss unresolved technical issues or confidential data may schedule individual meetings with the staff.

The public board hearing for this regulatory item has been tentatively set for April 1997.  If you have any questions or comments regarding this subject, please contact Mr. Steve Church, Air Resources Engineering Associate, Regulatory Strategy Section at (916) 323-5189.

Sincerely, 

/s/

K. D. Drachand, Chief

Mobile Source Division

Attachment

Attachment
          BILL NUMBER: SB 501 CHAPTERED  10/16/95

               BILL TEXT

               CHAPTER   929

               FILED WITH SECRETARY OF STATE   OCTOBER 16, 1995

               APPROVED BY GOVERNOR   OCTOBER 14, 1995

               PASSED THE SENATE   SEPTEMBER 15, 1995

               PASSED THE ASSEMBLY   SEPTEMBER 15, 1995

               AMENDED IN ASSEMBLY   SEPTEMBER 14, 1995

               AMENDED IN ASSEMBLY   SEPTEMBER 8, 1995

               AMENDED IN ASSEMBLY   SEPTEMBER 1, 1995

               AMENDED IN ASSEMBLY   AUGUST 24, 1995

               AMENDED IN ASSEMBLY   JULY 28, 1995

               AMENDED IN ASSEMBLY   JULY 7, 1995

               AMENDED IN ASSEMBLY   JUNE 20, 1995

               AMENDED IN SENATE   MAY 18, 1995

               AMENDED IN SENATE   MAY 11, 1995

               AMENDED IN SENATE   APRIL 25, 1995

               AMENDED IN SENATE   APRIL 6, 1995

               AMENDED IN SENATE   MARCH 28, 1995

          INTRODUCED BY  Senator Calderon

                                  FEBRUARY 17, 1995

             An act to amend Sections 44011, 44091, 44092, and 44094 of, to add

          Article 10 (commencing with Section 44100) to Chapter 5 of Part 5 of

          Division 26 of, and to repeal Section 44095 of, the Health and

          Safety Code, and to amend Section 1808.23 of, to add Section 4000.7

          to, and to repeal Section 4000.6 of, the Vehicle Code, relating to

          air pollution.

               LEGISLATIVE COUNSEL'S DIGEST

             SB 501, Calderon.  Air pollution:  vehicles:  retirement.

             (1) Existing law requires the Department of Consumer Affairs, and

          authorizes air pollution control districts and air quality management

          districts, to establish programs to repair or replace high‑pollution

          vehicles, and authorizes the districts to establish programs for the

          banking and use of emission reduction credits.

             This bill would delete various provisions relating to the

          operation of the high‑polluter repair or removal program.  The bill

          would require the State Air Resources Board to establish, by

          regulation, a statewide privately operated program, to be overseen by

          a state agency designated by the Governor, to generate emission

          reduction credits through the retirement or disposal of high‑emitting

          light‑duty vehicles.  The bill would prescribe means of funding

          those programs and require the department to establish the percentage

          of the available funds to be expended for specified purposes.

             (2) Existing law authorizes a specified payment to be made by an

          applicant for registration of a new motor vehicle to be used for

          purposes of the high‑polluter repair or removal program, in lieu of

          the 1st biennial inspection of the vehicle.

             This bill would repeal that provision on October 1, 1996, and, not

          later than October 1, 1996, would authorize such a payment to be

          made upon the 2nd renewal of registration and would authorize the

          payment to also be used for the accelerated light‑duty vehicle

          retirement program created by the bill.

          THE PEOPLE OF THE STATE OF CALIFORNIA DO ENACT AS

          FOLLOWS:

            SECTION 1.  Section 44011 of the Health and Safety Code, as amended

          by Chapter 27 of the Statutes of 1994, is amended to read:

             44011.  (a) All motor vehicles powered by internal combustion

          engines which are registered within an area designated for program

          coverage shall be required biennially to obtain a certificate of

          compliance or noncompliance, except for all of the following:

             (1) Every motorcycle, and every diesel‑powered vehicle, until the

          department, pursuant to Section 44012, implements test procedures

          applicable to motorcycles or to diesel‑powered vehicles, or both.

             (2) Any motor vehicle which has been issued a certificate of

          compliance or noncompliance or an emission cost waiver upon a change

          of ownership or initial registration in this state during the

          preceding six months, or which has been issued a certificate of

          exemption pursuant to Section 4000.6 or 4000.7 of the Vehicle Code.

             (3) Any motor vehicle manufactured prior to the 1966 model‑year.

             (4) Any other motor vehicle which the department determines would

          present prohibitive inspection or repair problems.

             (5) Any vehicle registered to the owner of a fleet licensed

          pursuant to Section 44020 if the vehicle is garaged exclusively

          outside the area included in program coverage, and is not primarily

          operated inside the area included in program coverage.

             (b) Vehicles designated for program coverage in enhanced areas

          shall be required to obtain inspections from appropriate smog check

          stations operating in enhanced areas.

            SEC. 2.  Section 44011 of the Health and Safety Code, as amended by

          Section 20 of Chapter 1192 of the Statutes of 1994, is amended to

          read:

             44011.  (a) Except for the motor vehicles specified in subdivision

          (c), any motor vehicle powered by an internal combustion engine

          which is registered within an area designated for program coverage

          within the San Diego County Air Pollution Control District or the

          Ventura County Air Pollution Control District, which has been

          operated in excess of the applicable target pollution miles for that

          vehicle, shall be required annually to obtain a certificate of

          compliance or noncompliance.

             (b) Except for the motor vehicles specified in subdivision (c),

          all other motor vehicles powered by internal combustion engines which

          are registered within an area designated for program coverage shall

          be required biennially to obtain a certificate of compliance or

          noncompliance.

             (c) The following motor vehicles are not required to obtain a

          certificate of compliance or noncompliance:

             (1) Every motorcycle, and every diesel‑powered vehicle, until the

          department, pursuant to Section 44012, implements test procedures

          applicable to motorcycles or to diesel‑powered vehicles, or both.

             (2) Any motor vehicle which has been issued a certificate of

          compliance or noncompliance or an emission cost waiver upon a change

          of ownership or initial registration in this state during the

          preceding six months, or which has been issued a certificate of

          exemption pursuant to Section 4000.6 or 4000.7 of the Vehicle Code.

             (3) Any motor vehicle manufactured prior to the 1966 model‑year.

             (4) Any other motor vehicle which the department determines would

          present prohibitive inspection or repair problems.

             (5) Any vehicle registered to the owner of a fleet licensed

          pursuant to Section 44020 if the vehicle is garaged exclusively

          outside the area included in program coverage, and is not primarily

          operated inside the area included in program coverage.

             (d) Vehicles that are designated for program coverage in enhanced

          areas shall be required to obtain inspections from appropriate smog

          check stations operating in enhanced areas.

             (e) This section shall become inoperative five years from the date

          determined pursuant to Section 32 of the act adding this

          subdivision, and on the January 1 following that date is repealed.

            SEC. 3.  Section 44011 of the Health and Safety Code, as amended by

          Section 20.5 of Chapter 1192 of the Statutes of 1994, is amended to

          read:

             44011.  (a) All motor vehicles powered by internal combustion

          engines which are registered within an area designated for program

          coverage shall be required biennially to obtain a certificate of

          compliance or noncompliance, except for all of the following:

             (1) Every motorcycle, and every diesel‑powered vehicle, until the

          department, pursuant to Section 44012, implements test procedures

          applicable to motorcycles or to diesel‑powered vehicles, or both.

             (2) Any motor vehicle which has been issued a certificate of

          compliance or noncompliance or an emission cost waiver upon a change

          of ownership or initial registration in this state during the

          preceding six months, or which has been issued a certificate of

          exemption pursuant to Section 4000.7 of the Vehicle Code.

             (3) Any motor vehicle manufactured prior to the 1966 model‑year.

             (4) Any other motor vehicle which the department determines would

          present prohibitive inspection or repair problems.

             (5) Any vehicle registered to the owner of a fleet licensed

          pursuant to Section 44020 if the vehicle is garaged exclusively

          outside the area included in program coverage, and is not primarily

          operated inside the area included in program coverage.

             (b) Vehicles designated for program coverage in enhanced areas

          shall be required to obtain inspections from appropriate smog check

          stations operating in enhanced areas.

             (c) This section shall become operative five years from the date

          determined pursuant to Section 32 of the act adding this section.

            SEC. 4.  Section 44091 of the Health and Safety Code is amended to

          read:

             44091.  (a) The High Polluter Repair or Removal Account is hereby

          created in the Vehicle Inspection and Repair Fund.  All money

          deposited in the account pursuant to this article and paragraphs (1)

          and (2) of subdivision (b) of Section 4000.7 of the Vehicle Code

          shall be available, upon appropriation by the Legislature, to the

          department and the state board to establish and implement a program

          for the repair or replacement of high polluters pursuant to this

          article and Article 10 (commencing with Section 44100).

             (b) The department may accept donations or grants of funds from

          any person for purposes of the program and shall deposit that money

          in the account.  Donations, grants, or other commitments of money to

          the account may be dedicated for specific purposes consistent with

          the uses of the account, including, but not limited to, purchasing

          higher emitting vehicles for the purpose of achieving the emission

          reductions required by the M‑1 strategy of the 1994 state

          implementation plan (SIP).

             (c) The funds which are available in the account in any fiscal

          year for a particular area that is subject to an inspection and

          maintenance program shall be determined by calculating the percentage

          of vehicles registered in that area to the total number of vehicles

          registered in areas that are subject to inspection and maintenance

          programs.  That percentage shall be the percentage of the total funds

          allocated to the program in that fiscal year which are available for

          that particular area.

             (d) During any fiscal year, the percentage of money in the account

          expended for repair assistance, removal and related administration

          costs, shall be set by the department and, shall be available for the

          following purposes in the following amounts:

             (1) Until the emission reductions required by the M‑1 strategy of

          the 1994 SIP are achieved, 50 percent of the funds deposited in the

          account pursuant to paragraphs (1) and (2) of subdivision (b) of

          Section 4000.7 of the Vehicle Code that are allocated to the south

          coast district area pursuant to subdivision (c), plus all other money

          deposited in the account and dedicated to achieving the emission

          reductions required by the M‑1 strategy of the 1994 SIP, shall be

          available to the state board for the purposes described in

          subdivision (b) of Section 44104.  All emission reductions achieved

          by using the funds described in this paragraph shall be credited to

          the M‑1 strategy.  Funds allocated for purposes of this paragraph

          that are unused in any fiscal year shall be carried over to achieve

          the M‑1 emission reduction objectives in subsequent years.

             (2) Funds appropriated pursuant to subdivision (a) of Section

          44104 shall be available to the state board for the purpose of

          performing the rulemaking, vehicle testing, and other technical work

          required to implement the program described in Article 10 (commencing

          with Section 44100).

             (3) The balance of this portion of the account shall be available

          to the department for repairing or removing high‑emitting vehicles,

          and shall be apportioned based on the relative cost‑effectiveness of

          repair or removal, as determined by the department.

             (e) In no case shall the funding available in any subsequent

          fiscal year to the department for repairing or removing high‑emitting

          vehicles under the inspection and maintenance program be less than

          the amount made available from the Vehicle Inspection and Repair Fund

          for that purpose in the 1995‑96 fiscal year.

            SEC. 5.  Section 44092 of the Health and Safety Code is amended to

          read:

             44092.  The high‑polluter repair or removal program shall be

          designed to repair or remove motor vehicles registered in this state

          that are subject to an inspection and maintenance program and are

          producing high levels of emissions as a result of their use in this

          state.

            SEC. 6.  Section 44094 of the Health and Safety Code is amended to

          read:

             44094.  (a) Participation in the high polluter repair or removal

          program specified in this article and Article 10 (commencing with

          Section 44100) shall be voluntary and shall be available to the

          owners of high polluters that are registered in an area that is

          subject to an inspection and maintenance program, have been

          registered for at least 24 months in the district where the credits

          are to be applied and, are presently operational, and meet other

          criteria, as determined by the department.

             (b) The program shall provide for both of the following:

             (1) As to the repair of a high polluter, payment to the owner of

          up to 80 percent of the total cost of repair, as determined by the

          department, but the payment shall not exceed four hundred fifty

          dollars ($450).

             (2) As to the removal of a high polluter, the program shall be

          subject to Article 10 (commencing with Section 44100).

             (c) The department may authorize participation in the program

          based on a reasonable estimate of the future revenues that will be

          available to the program.

            SEC. 7.  Article 10 (commencing with Section 44100) is added to

          Chapter 5 of Part 5 of Division 26 of the Health and Safety Code, to

          read:

                Article 10.  Accelerated Light‑Duty Vehicle Retirement Program

             44100.  The Legislature hereby finds and declares as follows:

             (a) Emission reduction programs based on market principles have

          the potential to provide equivalent or superior environmental

          benefits when compared to existing controls at a lower cost to the

          citizens of California than traditional emission control

          requirements.

             (b) Several studies have demonstrated that a small percentage of

          light‑duty vehicles contribute disproportionately to the on‑road

          emissions inventory.  Programs to reduce or eliminate these excess

          emissions can significantly contribute to the attainment of the state'

          s air quality goals.

             (c) Programs to accelerate fleet turnover can enhance the

          effectiveness of the state's new motor vehicle standards by bringing

          more low‑emission vehicles into the on‑road fleet earlier.

             (d) The California State Implementation Plan for Ozone (SIP),

          adopted November 15, 1994, and submitted to the Environmental

          Protection Agency, calls for added reductions in reactive organic

          gases (ROG) and oxides of nitrogen (NOx) from light‑duty vehicles by

          the year 2010.  One of the more market‑oriented approaches reflected

          in the SIP, known as the M‑1 strategy, calls for accelerating the

          retirement of older light‑duty vehicles in the South Coast Air

          Quality Management District to achieve the following emission

          reductions:

                           Emissions, TPD (tons per day)

                           Year                           (ROG+NOx)

                           1999                                9

                           2002                               14

                           2005                               20

                           2007                               22

                           2010                               25

             (e) A program for achieving those and more emission reductions

          should be based on the following principles:

             (1) The first two years should include a thorough assessment of

          the costs and short‑term and long‑term emission reduction benefits of

          the program, compared with other emission reduction programs for

          light‑duty vehicles, which shall be reflected in a report and

          recommendations by the state board to the Governor and the

          Legislature on strategies and funding needs for meeting the emission

          reduction requirements of the M‑1 strategy of the 1994 SIP for the

          years 1999 to 2010, inclusive.

             (2) The program should first contribute to the achievement of the

          emission reductions required by the inspection and maintenance

          program and the M‑1 strategy of the 1994 SIP, and should permit the

          use of mobile source emission reduction credits for other purposes

          currently authorized by the state board or a district.  Remaining

          credits may be used to achieve other emission reductions, including

          those required by the 1994 SIP, in a manner consistent with

          market‑based strategies.  Emission credits shall not be used to

          offset emission standards or other requirements for new vehicles,

          except as authorized by the state board.

             (3) Participation by the vehicle owner shall be entirely voluntary

          and the program design should be sensitive to the concerns of car

          collectors and to consumers for whom older vehicles provide

          affordable transportation.

             (4) The program design shall provide for real, surplus, and

          quantifiable emission reductions, based on an evaluation of the

          purchased vehicles, taking into account factors that include per‑mile

          emissions, annual miles driven, remaining useful life of retired

          vehicles, and emissions of the typical or average replacement

          vehicle, as determined by the state board.  The program shall ensure

          that there is no double counting of emission credits among the

          various vehicle removal programs.

             (5) The program should specify the emission reductions required

          and then utilize the market to ensure that these reductions are

          obtained at the lowest cost.

             (6) The program should be privately operated.  It should utilize

          the experience and expertise gained from past successful programs.

          Existing entities that are  authorized by, contracted with, or

          otherwise sanctioned by a district and approved by the state board

          and the United States Environmental Protection Agency shall be fully

          utilized for purposes of implementing this article.  Nothing in this

          paragraph restricts the Department of Consumer Affairs from selecting

          qualified contractors to operate or administer any program specified

          pursuant to this chapter.

             (7) The program should be designed insofar as possible to

          eliminate any benefit to any participants from vehicle tampering and

          other forms of cheating.  To the extent that tampering and other

          forms of cheating might be advantageous, the program design shall

          include provisions for monitoring the occurrence of tampering and

          other forms of cheating.

             (8) Emission credits should be expressed in pounds or other units,

          and their value should be set by the marketplace.  Any contract

          between a public entity and a private party for the purchase of

          emission credits should be based on a price per pound which reflects

          the market value of the credit at its time of purchase.  Emission

          reductions required by the M‑1 and other strategies of the 1994 SIP

          shall be accomplished by competitive bid among private businesses

          solicited by the oversight agency designated pursuant to Section

          44105.

             44101.  Not later than June 30,  1997, the state board shall

          adopt, by regulation, a statewide program to commence in 1997 that

          does all of the following:

             (a) Provides for the creation, exchange, use, and retirement of

          light‑duty vehicle mobile source emission reduction credits.  The

          credits shall be fungible and exchangeable in the marketplace, and

          shall reflect the actual emissions of the vehicles that are retired

          or otherwise disposed of, by measurement, appropriate sampling, or

          correlations developed from appropriate sampling.  The numerical

          value of credits may be constant over a defined lifetime, or may

          decline with age measured from the time of origination of the

          credits.  In all cases, the numerical value of the credits shall

          reflect the useful life expectancies and the projected in‑use

          emissions of the retired vehicles in a manner consistent with the

          assumptions used in determining the emissions inventory.  The credits

          shall be fully recognized by the United States Environmental

          Protection Agency, the state board, and the districts.

             (b) Sets out the criteria for retiring or otherwise disposing of

          high‑emitting vehicles purchased for this  program.

             (c) Authorizes the issuance of those credits to private entities

          that purchase and properly retire high‑emitting vehicles.

             (d) Authorizes the resale of those credits to public or private

          entities to be used to achieve the emission reduction requirements of

          the 1994 state implementation plan, meet the requirements of the

          inspection and maintenance program, satisfy compliance with other

          emission reduction mandates, as determined by the district or the

          state board, create local growth allowances, or satisfy new or

          modified source emission offset requirements.  Nothing in this

          article limits a district's authority to apply emission discount

          factors pursuant to district rules that regulate emissions banks,

          trades, or offsets.

             (e) Provides for the retirement of those credits when used.

             (f) Includes accounting procedures to credit emissions reductions

          achieved through vehicle scrappage to the M‑1 strategy of the 1994

          SIP and the inspection and maintenance program.

             (g) Contains a program plan pursuant to Section 44104.5.

             (h) Satisfies the attributes described in subdivision (e) of

          Section 44100.

             44102.  (a) The state board, the Department of Motor Vehicles, and

          the department shall harmonize the requirements and implementation

          of this program with the motor vehicle inspection program and other

          programs contained in this chapter, particularly the provisions

          relating to gross polluters in Article 8 (commencing with Section

          44080) and the repair or removal of high polluters in Article 9

          (commencing with Section 44090).

             (b) Insofar as practicable, these programs shall be seamless to

          the participants and the public.

             44103.  Notwithstanding any other provision of law, the program

          shall also do all of the following:

             (a) Enable the resale of impounded vehicles into the retirement

          program, consistent with the acceptance criteria of this program.

             (b) Authorize the Department of Motor Vehicles, at the request of

          persons engaged in the purchase and retirement of vehicles under the

          program, to send notices to vehicle owners who are candidates for the

          sale of vehicles under the program describing the opportunity to

          participate in the program.  The Department of Motor Vehicles may

          recover all costs of those notifications from the requesting party or

          parties.

             (c) Allow the issuance of nonrevivable junk certificates for

          vehicles retired under the program, which shall allow program

          vehicles to be scrapped only for parts,  except those parts

          identified pursuant to subdivision (a) of Section 44120.

             44104.  (a) Funds shall be available to the state board from the

          High Polluter Repair or Removal Account created pursuant to

          subdivision (a) of Section 44091.  Those funds shall be used to

          perform the rulemaking, vehicle testing, and other technical work

          necessary to achieve the objectives set forth in Sections 44101 and

          44104.5.  Those administrative expenditures shall not exceed a total

          of three million dollars ($3,000,000) over the first three years of

          the program.

             (b) Funds available to the state board pursuant to paragraph (1)

          of subdivision (d) of Section 44091 shall be used to purchase and

          retire mobile source emission reduction credits resulting from the

          retirement of light‑duty vehicles pursuant to this article for the

          purpose of achieving the emission reductions required by the M‑1

          strategy of the 1994 SIP.  If offers from authorized private

          scrapping entities are deemed, by the department, consistent with the

          criteria set forth in Section 44101, to be noncompetitive in

          cost‑effectiveness, in terms of dollars per ton of emissions reduced,

          the department shall directly purchase vehicles from owners in order

          to achieve the greatest reduction in emissions at the least cost.

          If these purchases, in turn, are deemed by the department to be not

          cost‑competitive, in terms of dollars per ton of emissions reduced,

          with other strategies identified by the state board, the department

          shall use the funds to pursue other more cost‑effective strategies

          identified by the state board.  All emission reduction credits

          purchased with the funds described in this paragraph shall be retired

          and credited to the M‑1 strategy of the 1994 SIP.

             (c) This article shall not create an obligation on the part of any

          state or local agency to expend money, incur substantial

          administrative costs, or purchase credits to meet the M‑1

          requirements of the 1994 State Implementation Plan until the Director

          of Finance certifies that there are sufficient funds in the High

          Polluter Repair or Removal Account for purposes of the article.

             (d) This article shall not create an obligation to use existing

          funds that are currently used to meet other air quality mandates,

          including funds collected pursuant to Sections 44223, 44225, 44227,

          and 44243, for purchasing credits to satisfy the M‑1 or other

          strategies of the 1994 SIP.

             (e) The state board and the department shall seek federal funds to

          be deposited in the High Polluter Repair or Removal Account, and

          shall explore the availability of other funding sources, such as

          private contributions, the Petroleum Violation Escrow Account, and

          proceeds from fees, fines, or other penalties resulting from fuel

          specification violations.

             44104.5.  (a) The regulations adopted pursuant to subdivision (a)

          of Section 44101 shall include a plan to guide the execution of the

          first two years of the program, to assess the results, and to

          formulate recommendations.  The plan shall also verify whether the

          light‑duty vehicle scrapping program included in the state

          implementation plan adopted on November 15, 1994, can reasonably be

          expected to yield the required emissions reductions at reasonable

          cost‑effectiveness.  Scrapping of any vehicles under this program for

            program development or testing or for generating emission

          reductions to be credited against the M‑1 strategy of the 1994 SIP

          may proceed before the state board adopts the regulations pursuant to

          subdivision (a) of Section 44101 or the plan required by this

          subdivision.  The emission credits assigned to these vehicles shall

          be adjusted as necessary to ensure that those credits are consistent

          with the credits allowed under the regulations adopted pursuant to

          Section 44101.  The plan shall include a baseline study, for the

          geographical area or areas representative of those to be targeted by

          this program and by measure M‑1 in the SIP, of the current population

          of vehicles by model year and market value and the current turnover

          rate of vehicles, and other factors that may be essential to

          assessing program effectiveness, cost‑effectiveness, and market

          impacts of the program.

             (b) At the end of each of the two calendar years after the

          adoption of the program plan, the state board, in consultation with

          the department, shall adopt and publish a progress report evaluating

          each year of the program.  These reports shall address the following

          topics for those vehicles scrapped to achieve both the M‑1 SIP

          objectives and those vehicles scrapped or repaired to generate

          mobile‑source emission reduction credits used for other purposes:

             (1) The number of vehicles scrapped or repaired by model year.

             (2) The measured emissions of the scrapped or repaired vehicles

          tested during the report period, using suitable inspection and

          maintenance test procedures.

             (3) Costs of the vehicles in terms of amounts paid to sellers, the

          costs of repair, and the cost‑effectiveness of scrappage and repair

          expressed in dollars per ton of emissions reduced.

             (4) Administrative and testing costs for the program.

             (5) Assessments of the replacement vehicles or replacement travel

          by model year or emission levels, as determined from interviews,

          questionnaires, diaries, analyses of vehicle registrations in the

          study region, or other methods as appropriate.

             (6) Assessments of the net emission benefits of scrapping in the

          year reported, considering the scrapped vehicles, the replacement

          vehicles, the effectiveness of repair, and other effects of the

          program on the mix of vehicles and use of vehicles in the

          geographical area of the program, including in‑migration of other

          vehicles into the area and any tendencies to increased market value

          of used vehicles and prolonged useful life of existing vehicles, if

          any.

             (7) Assessments of whether the M‑1 strategy of the 1994 SIP can

          reasonably be expected to yield the required emission reductions.

             (c) Not later than June 30, 1999, and every three years

          thereafter, the state board, in consultation with the department,

          shall evaluate the performance of the programs specified in Article 9

          (commencing with Section 44090) and this article and, based on that

          evaluation, report to the Governor and Legislature.  The report shall

          evaluate the overall performance of the program, including its

          cost‑effectiveness in terms of dollars per ton of credited or reduced

          emissions, description of the methods and procedures to assure that

          the emission reductions are real, surplus, and quantifiable, the

          extent of the market for eligible vehicles, a recommendation for an

          appropriate allocation of expenditures between removal or repair of

          vehicles that reflects the relative cost‑effectiveness of the

          options, and any other recommendation for improving the effectiveness

          of these programs.  This report shall also contain all of the

          following:

                 (1) Identification of procedures for distinguishing the

          emission reductions attributed to scrapping for the purpose of

          generating emission reductions credits and scrapping that occurs or

          would have occurred as a result of the inspection and maintenance

          program managed by the Department of Consumer Affairs and other

          programs.

             (2) A projection of the emissions reductions and

          cost‑effectiveness that might be realized by scrapping or repairing

          light‑duty vehicles through the year 2010, considering changes

          expected in the vehicle fleet and likely impacts of scrapping or

          repair on the mix and emissions of vehicles.

             (3) A comparison of the effectiveness of scrappage, repair, or

          upgrade to other programs for light‑duty vehicles.

             (4) A recommended scrapping program, or other more cost‑effective

          means, for continuing to achieve the emissions reductions required by

          the M‑1 strategy of the 1994 State Implementation Plan, considering

          likely emission reductions in the attainment year costs,

          cost‑effectiveness,, issues of monitoring and verification, and

          status of the Environmental Protection Agency's approval of the state'

          s 1994 SIP.

             44105.  The regulations shall specify that the program shall be

          operated as a privately operated program under the oversight of a

          state agency to be designated by the Governor.  In consultation with

          the districts and interested parties, the state oversight agency

          shall be responsible for the implementation of the program, including

          the following:

             (a) Solicitation and analysis of public comments on the overall

          program goals, objectives, and design.

             (b) Development of the program structure.

             (c) Overall quality control, including verifying emission

          reductions and certification of the emission reduction credits.

             (d) Definition of terms such as "high emitter," "collector

          interest vehicles," and "nonrevivable junk certificates."

             44106.  The program shall include provisions for monitoring and

          preventing all forms of tampering or other forms of cheating, and

          shall effectively address "avoidance vehicles" such as nonregistered

          vehicles and vehicles lacking a sufficient inspection and maintenance

          history.  If fraud is detected, the program shall include provisions

          for suspending all new transactions with the entity suspected of

          fraud until problems are corrected and revaluing all credits used to

          meet the emissions reduction requirements.  Contracts with authorized

          entities shall include remedies in cases of fraud.

             44107.  The program shall discourage tampering and other forms of

          cheating, and effectively address "avoidance vehicles," such as

          nonregistered vehicles and vehicles lacking a sufficient inspection

          and maintenance history.

             44109.  The program shall include appropriate means to solicit

          vehicle owners, including mass mailings, media advertising, news

          coverage, and direct mail to owners of candidate vehicles, and may

          include high‑emitting vehicles based on smog check or remote sensing

          or high‑emitter profile information.

             44115.  The program shall ensure that vehicle purchase

          transactions are convenient to vehicle owners, including advance

          screening to reasonably assure that vehicles qualify for the program.

             44120.  Vehicle disposal under the program shall be consistent

          with appropriate state board guidance and provisions of the Vehicle

          Code dealing with vehicle disposal and parts reuse, and shall do both

          of the following:

             (a) Allow for trading, sale, and resale of the vehicles between

          licensed auto dismantlers or other appropriate parties to maximize

          the salvage value of the vehicles through the recycling, sales, and

          use of parts of the vehicles, consistent with the Vehicle Code and

          appropriate state board guidelines.

             (b) Set aside and resell to the public any vehicles with special

          collector interest.  No emission reduction credit shall be generated

          for vehicles that are resold to the public.  Vehicles acquired for

          their collector interest shall be properly repaired to meet minimum

          established vehicle emission standards before  reregistration, unless

          the vehicle is sold with a nonrepairable vehicle certificate or a

          nonrevivable junk certificate.

             44121.  The state board shall develop standards for the

          certification and use of emission reduction credits to ensure that

          the credits are real, surplus, and quantifiable after accounting for

          program uncertainties.

             44122.  Emission reductions achieved from retired vehicles shall

          be quantified as follows:

             (a) Vehicle emissions shall be based on either direct testing,

          statistical sampling, or emission modeling methods.  Sampling of a

          statistically significant portion of the vehicles may be used to

          estimate emission benefits or to develop and validate correlations

          for use in estimating emission benefits.

             (b) A reasonably reliable mechanism shall be applied to estimate

          vehicle miles traveled and the remaining useful life of each

          purchased vehicle.  The odometer reading shall be matched on each

          purchased vehicle with the records of the Department of Motor

          Vehicles and smog check records to verify driving history, or

          statistical data shall be used to estimate vehicle use.

             (c) An annual survey shall be performed of a statistically

          meaningful number of participants to determine replacement vehicle

          and post‑participation behavior and also to determine the extent, if

          any, of in‑migration of low‑cost vehicles due to price increases in

          the scrapping market area resulting from the scrap program.

            SEC. 8.  Section 4000.6 of the Vehicle Code is repealed.

            SEC. 9.  Section 1808.23 of the Vehicle Code is amended to read:

             1808.23.  (a) Section 1808.21 does not apply to a vehicle

          manufacturer licensed to do business in this state if the

          manufacturer, or its agent, under penalty of perjury, requests and

          uses the information only for the purpose of safety, warranty,

          including a warranty issued in compliance with Section 1795.92 of the

          Civil Code, emission, or product recall if the manufacturer offers

          to make and makes any changes at no cost to the vehicle owner.

             (b) Section 1808.21 does not apply to a dealer licensed to do

          business in this state if the dealer, or its agent, under penalty of

          perjury, requests and uses the information only for the purpose of

          completing registration transactions and documents.

             (c) Section 1808.21 does not apply to a person who, under penalty

          of perjury, requests and uses the information as permitted under

          subdivision (h) of Section 1798.24 of the Civil Code, if the request

          specifies that no persons will be contacted by mail or otherwise at

          the address included with the information released.  The information

          released by the department under this subdivision shall not be in a

          form that identifies any person.

             (d) Residential addresses released under this section shall not be

          used for direct marketing or solicitation for the purchase of any

          consumer product or service, unless the person is participating in a

          vehicle retirement program to reduce air pollution pursuant to

          Article 10 (commencing with Section 44100) of Chapter 5 of Part 5 of

          Division 26 of the Health and Safety Code.

            SEC. 10.  Section 4000.7 is added to the Vehicle Code, to read:

             4000.7.  (a) For purposes of subdivision (a) of Section 4000.3,

          for any vehicle which is registered for the first time in this state

          on or after January 1, 1994, the first certificate of compliance

          shall be required upon the second renewal of its registration.

             (b) (1) Commencing not later than October 1, 1996, at the time of

          application and payment for the second renewal of the registration of

          a new motor vehicle which is subject to Part 5 (commencing with

          Section 43000) of Division 26 of the Health and Safety Code, the

          department shall solicit an additional payment which may, at the

          option of the applicant, be made to the department.  The Department

          of Consumer Affairs shall determine the amount of the additional

          payment, but the amount shall not exceed fifty dollars ($50).  In

          soliciting the additional payment in the application for the second

          renewal, the department shall include a brief summary of the air

          quality benefits being achieved by the inspection and maintenance and

          high‑polluter repair or removal programs.  The Legislature hereby

          finds and declares that the payment is in the nature of a donation

          for purposes of the high‑polluter repair or removal program

          established pursuant to Article 9 (commencing with Section 44090),

          and the accelerated light‑duty vehicle retirement program established

          pursuant to Article 10 (commencing with Section 44100), of Chapter 5

          of Part 5 of Division 26 of the Health and Safety Code.

             (2) (A) On a monthly basis, the department shall transmit all

          payments received pursuant to paragraph (1), including any accrued

          interest, to the Treasurer for deposit in the High Polluter Repair or

          Removal Account created pursuant to subdivision (a) of Section 44091

          of the Health and Safety Code, for expenditure, upon appropriation

          by the Legislature, by the Department of Consumer Affairs pursuant to

          Article 9 (commencing with Section 44090) and Article 10 (commencing

          with Section 44100) of Chapter 5 of Part 5 of Division 26 of the

          Health and Safety Code.

             (B) The department and the Department of Consumer Affairs shall,

          by interagency agreement, establish a procedure for the Department of

          Consumer Affairs to reimburse the department for its reasonable

          costs incurred in collecting the payments received pursuant to

          paragraph (1).

             (3) (A) Upon receipt of a payment pursuant to paragraph (1), the

          department shall mark the record of the subject vehicle with an

          exemption from the requirements of subdivision (a) of Section 4000.3.

            The exemption shall be valid for the second biennial inspection

          period, and shall have the same force and effect as a certificate of

          compliance issued in accordance with Section 44015 of the Health and

          Safety Code.  The exemption shall be void if the title to, or any

          interest in, the vehicle is transferred pursuant to Section 5600.

             (B) The department shall collect a fee at the time of the payment

          pursuant to paragraph (1) for marking the record with an exemption

          which is equal to the fee that is charged for the issuance of a

          certificate of compliance.  All fee revenue received pursuant to this

          subparagraph shall be deposited in the Vehicle Inspection and Repair

          Fund and be available for purposes of administering and enforcing

          the vehicle inspection and maintenance program.

             (4) Notwithstanding paragraph (1) of subdivision (b), the

          provisions of Section 4000.6 in existence on December 31, 1995,

          authorizing an optional additional payment at the time of application

          for the initial registration for a new motor vehicle shall continue

          in effect until October 1, 1996.

            SEC. 11.  Section 8 of this act shall become operative October 1,

          1996.




