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May 5, 2009

TO: Honorable Byron Cook, Chair, House Committee on Environmental Regulation 

FROM: John S. O'Brien, Director, Legislative Budget Board

IN RE: HB2978 by Otto (Relating to the creation of alternative fuel programs to be funded by the 
Texas emissions reduction plan fund.), Committee Report 1st House, Substituted

No significant fiscal implication to the State is anticipated.

The bill would create a Texas Clean Fleet Program (CFP) and a Texas Alternative Fueling Facilities 
Program (AFFP) under new chapters of the Health and Safety Code. These programs would be 
administered by the Texas Commission on Environmental Quality (TCEQ). The CFP would provide 
grant funding for the conversion of diesel-powered vehicles to alternative fuel vehicles and the 
purchase of alternative-fuel or hybrid vehicles. A qualifying vehicle would be required to remain in 
the state for at least five years. Under the AFFP, the TCEQ would establish a grant program to provide 
fueling facilities in nonattainment areas for alternative fuel. An entity that constructs, reconstructs, or 
acquires an alternative fuel refueling facility would be eligible for a grant. A qualifying cost would 
include a cost incurred by the entity during a calendar year to construct, reconstruct, or acquire a 
facility to store, compress, charge, or dispense alternative fuels.

The bill would authorize funding for these two new programs from the General Revenue-Dedicated 
Texas Emissions Reduction Plan (TERP) Account No. 5071: up to 5 percent of the 87.5 percent of the 
money available in the fund for the diesel emissions reduction incentive program to the CFP; and up to 
2 percent of the 87.5 percent of the money in the Fund to the AFFP. The bill authorizes money in the 
fund to be allocated to these programs if: the money is available for that purpose after money is 
allocated for other programs as required by the state implementation plan; or the revenue into the fund 
in a state fiscal year exceeds the amount of the comptroller's biennial revenue estimate (BRE) for that 
year.

Assuming revenues to the TERP Account No. 5071 would not exceed the Comptroller's BRE, passage 
of the bill is not expected to result in a change in the level of funding needed by the TCEQ. Instead, 
passage of the bill is expected to result in 5 percent of the diesel emissions reduction grant being 
allocated to the new CFP and 2 percent being allocated to the AFFP, assuming state SIP commitments 
would be met out of the remaining portion of diesel emissions reductions grant funds. Based on the 
amount of funding for diesel emissions reduction grants from the TERP Account No. 5071 in the 
Committee Substitute for Senate Bill 1, $7.2 million would be available each year for the CFP and 
$2.9 million would be available to the AFFP, thereby reducing the amount of funding available for 
diesel emissions reduction incentive grants by $10.1 million. 

Administration costs of the new CFP and AFFP are expected to be absorbed using existing TCEQ 
resources. 

The new grant programs may be available to local governments and other entities outside of the 
current TERP-eligible counties. Entities, including local governments and businesses, that purchase 
alternative fuel vehicles and/or refueling facilities would be eligible to receive funds for those 
purchases. The transfer of funds from the current TERP grant programs to the new programs would 
reduce the funding available to entities currently eligible for and participating in the TERP grants.
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Because current TERP grant funding and the funding proposed by the two new grant programs that 
would be created by the bill would be awarded on a competitive basis, the amount of funding an entity 
could expect to gain or lose as a result of the bill's passage would depend on the competitiveness of 
the entity's proposed project. 

Source Agencies: 582 Commission on Environmental Quality, 712 Texas Engineering Experiment Station

LBB Staff: JOB, SZ, TL, SD
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