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Background 
 
The Cargo Tank Vapor Recovery Program (CTVRP or Program) administers the 
certification of approximately 6,000 cargo tanks annually.  The Health and Safety Code 
(HSC) § 41962 states that the Executive Officer shall charge a fee not to exceed the 
actual cost of certification to recover the cost of certifying cargo tanks.  Currently, the 
Program is not collecting enough fees to recover the Program expenses, which amount 
to approximately $433,000 in fiscal year 2018-2019. The average annual revenue the 
Program collects is approximately $120,000 in fees (all deposited in the Air Pollution 
Control Fund), so the Program is operating at a deficit of approximately $313,000 in 
fiscal year 2018-2019.  The estimated Program costs for fiscal year 2019-2020 (the 
fiscal year the certification fee adjustment would potentially become effective) are $1.2 
million, to account for the resources necessary to achieve and maintain the emission 
reductions intended by the existing regulation.   
 
Potential Future Fee Adjustment 
 
As Program costs change, fee adjustments would need to be made to the certification 
fees that are collected for each California operated cargo tank. The fees collected by 
CTVRP go directly toward Program expenses, but there is still a deficiency of funding to 
run the Program in the amount of approximately $313,000 in fiscal year 2018-2019.  If 
the Program were to be fully funded with current expenses, the annual certification fee 
would need to be adjusted to $80, per the proposed formula.  As of December 2018, 
regulated entities’ compliance rate is about 81 percent. As seen through past trends of 
fieldwork and compliance rates, CARB expects that an increase in field presence would 
lead to higher compliance rates.  In order to perform adequate fieldwork and preserve 
the emission reductions targeted by the existing regulation, CARB has estimated the 
Program would expend approximately $1,226,133.07 in fiscal year 2019-2020.  In 
utilizing the proposed certification fee formula, staff has determined (by dividing cost by 
an estimated average number of applications in fiscal year 2017-2018 and 2018-2019) 
that a $205 certification fee would recover the necessary resource costs to 
comprehensively, efficiently, and effectively implement the Program.    
 
Program Cost Analysis 
 
The proposed amendments to the regulatory language include a methodology to 
calculate the certification fees to ensure the costs of the Program are recovered, as 
required by statute.  The total current program costs incorporate direct costs and indirect 
costs of the Program.  Direct costs include salaries and benefits of staff and costs for 
supplies, contracts, and equipment that directly benefit the Program.  The current staff 
costs are based on the number of Air Pollution Specialists (APS), Air Resource 
Technicians (ART II), and Air Resources Supervisors (ARS I & II) that are necessary to 
run the Program.  These costs are calculated as part of the formula that the amendment 
proposes to add to the regulatory text.  The formula incorporates the cost of the following 
economic variables:  
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1. California consumer price index (CA CPI) adjustment.  This is a standard 
index used to ensure that the cost of doing business can be recouped.  The 
CA CPI is a measure of the weighted average of price change that is often 
used to identify periods of inflation or deflation.  The existing fee language in 
CP-204 does not currently list the CA CPI as a factor when assessing fees. 
This would be a proposed change. 

2. Direct Costs.  Direct costs include salary and wages plus benefits for direct 
labor costs associated with this Program.  In addition, direct costs may also 
include the travel, program supplies, and enforcement equipment that 
directly benefit this Program. 

3. Indirect Costs.  Indirect costs are expenditures that indirectly support a 
program.  These costs include general administration (i.e., the Executive 
Office, Chair’s Office, Office of Information Technology, and Administrative 
Services Division) Program Administration (i.e., Division Management and 
Administrative Support Liaisons), Operating Costs (e.g. general expenses, 
postage printing) and statewide costs that support the control agencies for 
California (e.g., the State Controller, Department of Finance).  These 
expenditures are calculated as a percentage based on direct personal 
service costs for the Program. 
 

The overhead/indirect cost rate is subject to change at the direction of the Legislature 
through an approved Annual Budget Act.  Annual budget acts may be adjusted based on 
increases and decreases to program appropriations through budget change proposals 
and Legislative adjustments in budget hearings.  The composition of the California Air 
Resources Board can also affect the indirect cost rate.  Additional Board Members would 
increase indirect costs. 
 
The current staffing costs for fiscal year 2019-2020 are shown in the following table. 
 

 

 
Positions 

 

Yearly 
Position 
Amount* 

 

Total  
Staff Cost 

2 ART II (PI) $51,369.13 $103,116.00 

1 APS $172,882.33 $172,700.99 

ARS I (.10) $216,043.18 $21,584.91 

ARS II (0.5) $237,347.87 $11,856.50 

Subtotal $309,092.30 

Indirect Cost (general and 
program administration) 

$123,636.92 

Total $432,729.22 
 

*Yearly Position Amount includes the position direct salary and benefits plus a compliment  
 of operating costs which includes general expense, communication, travel, facilities etc. 
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The proposed regulatory language incorporates a formula to evaluate program costs 
that would subsequently be used to calculate a certification fee and allow for the cost 
of the Program to be recovered.  The formula determines the Program cost in the 
numerator where the direct costs, indirect costs, and California consumer price index 
are incorporated; it then divides this cost by the average number of certifications over 
the past two years to calculate the annual certification fee that would recover the cost 
noted in the numerator.  
 
The formula to derive the certification fee is shown below: 
 

Cargo Tank Cost per Certification = 
PCY-1*  CPI

[(CTAY-1+ CTAY-2)/2]    

 
CARB intends to calculate the CPI using the formula below: 
 

CPI = 
CPI Y+2

CPI Y-1
  

 
CARB intends to calculate the Program costs (PCY-1) using the formula below: 
 

PCY-1 = PS + CE + (PS * IDCF) 
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Example of the Fee Formula for FY 19-20 Given Current Expenses: 

 

$79.29 = 
$432,729.22  *  1.0974

[( 5964 + 6014) /2]  
  

FY 19- 20 Certification Fees 
Annual Costs   Direct Costs:     
Contracts & Equipment 
"C/E"  $ -      

Contracts & Equipment 
"C/E"  $ -    

Personnel Services "P/S" $309,092.30   
Personnel Services 
"P/S" $309,092.30 

Total: $309,092.30   Total Direct Costs: $309,092.30 
Indirect Cost Rate 
"IDC"   

Indirect 
Costs:     

Overhead Cost (Admin) 
"AD" 0.20   Admin - 20% 

 $61,818.46  

Overhead Cost (Gen. 
Admin) "GA" 0.05   Gen. Admin - 5% 

 $15,454.61  

General Expense "GE" 0.15   General Expense - 15%  $46,363.84  

      Total Indirect Costs:  $123,636.92  

Urban Consumer Price 
Index 

CPI Y+2

CPI Y-1
 

 CPI:     
CPI % 1.0974   PY - CPI % (1.0974) $42,145.70 
      Total Cost * CPI: $474,877.05 
Cargo Tank 
Applications   

Cargo Tank 
Applications:     

# of Cargo Tank Apps (-
1) 5964   

Prior Year Cargo Tank 
Apps: 5964 

# of Cargo Tank Apps (-
2) 6014   

Prior Prior Year Cargo 
Tank Apps: 6014 

Total: (Sum+Sum)/2 5989   
Total Cargo Tanks 

Apps / 2 Total: 5989 
         

    
Cost per 

Certification: $ 79.29 
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Example of the Fee Formula for Potentially Increased Expenses in FY 19-20: 
 
(In order to achieve and maintain the emission reductions targeted by the existing 
regulation, CARB has estimated the potential funding described below for fiscal year 2019-
2020.) 

 
FY 19-20 Certification Fee 

Annual Costs  Direct Costs:   
Contracts & Equipment 
"C/E" 

 $244,232.99  
 

Contracts & Equipment 
"C/E" 

 $244,232.99  

Personnel Services "P/S" 
 $623,624.54  

  
Personnel Services 
"P/S" 

 $623,624.54  

Total:  $867,857.53   Total Direct Costs:  $867,857.53  
Indirect Cost Rate 
"IDC"  

Indirect 
Costs:   

Overhead Cost (Admin) 
"AD" 0.20  Admin - 20% 

 $124,724.91  

Overhead Cost (Gen. 
Admin) "GA" 0.05  Gen. Admin - 5% 

 $31,181.23  

General Expense "GE" 0.15   General Expense - 15%  $93,543.68  

   Total Indirect Costs:  $249,449.81  

Urban Consumer Price 
Index 

CPI Y+2

CPI Y-1
 

 CPI:   

CPI % 1.0974   PY - CPI % (1.0974) $108,820.49 
   Total Cost * CPI: $1,226,133.07 
Cargo Tank 
Applications  

Cargo Tank 
Applications:   

# of Cargo Tank Apps (-
1) 5964  

Prior Year Cargo Tank 
Apps: 5964 

# of Cargo Tank Apps (-
2) 6014   

Prior Prior Year Cargo 
Tank Apps: 6014 

Total: (Sum+Sum)/2 5989  
Total Cargo Tanks 

Apps / 2 Total: 5989 
     

   
Cost per 

Certification:  $204.73  
 

$204.73 = 
$1,117,307.34  *  1.0974

[( 5964 + 6014) /2]  
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Conclusion 
 
Following adoption of the proposed regulatory language and implementation of a post-
adoption fee update process, CARB’s CTVRP certification fee could be adjusted to an 
amount ranging from $80 to $205, to recover necessary program costs.  The current 
expenses of the Program would cost approximately $474,877.05 for fiscal year 2019-
2020, resulting in a certification fee of approximately $80.  The anticipated expenditures 
necessary for comprehensive, efficient, and effective implementation of the Program 
would cost approximately $1,226,133.07 for fiscal year 2019-2020, resulting in a 
certification fee of approximately $205. 
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