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Houston-Galveston Area Emission Reduction Credit Organization (“AERCO”) and 
the Emission Reduction Credit Corporation of the Gulf Coast 

Clean Cities/Clean Vehicles Program 

Project:  

Houston-Galveston Area Emission Reduction Credit Organization  AERCO (“Houston-
Galveston AEROCO”)shall use SEP Funds to provide reimbursement to school districts, area 
transit agencies, or local governments in the Houston-Galveston non-attainment area to 
retrofit or replace older school buses with current model year buses or cleaner technology 
and for the incremental cost of replacing local government fleet vehicles with newer lower-
emission vehicles, which may include alternative-fueled vehicles. This may be done by 
providing money directly to recipients for reimbursement for such retrofit or replacement or 
by assisting recipients in reaching local match requirements mandated by the Federal 
Highway Administration's (FHWA) Congestion Mitigation/Air Quality funding program. 
Houston-Galveston AERCO shall disburse SEP Funds within any of the eligible counties listed 
in the Agreement, and shall have discretion to distribute SEP Funds based on a needs-rated 
basis, using non-attainment area status, condition of buses, recipient economic status, or 
geographic location as possible rating factors. If Houston-Galveston AERCO disburses SEP 
Funds to local entities prior to expenditures (rather than on a reimbursement basis), it shall 
ensure that SEP Funds are spent appropriately and in a manner consistent with the 
Agreement. SEP Funds may be used, subject to sufficient documentation approved by TCEQ, 
to offset the incremental costs associated with the purchase and use of a qualifying fuel in 
motor vehicles, on-road heavy-duty vehicles, non-road equipment, marine vessels, 
locomotives, or stationary engines. 

Retrofitting, in this context, means reducing exhaust emissions by installing devices that are 
verified or certified by the U.S. Environmental Protection Agency (EPA) or the California Air 
Resources Board (CARB) as proven retrofit technologies. Replacement, in this context, 
means retiring older gasoline or diesel vehicles and substituting current model year vehicles 
that are considered lower emission vehicles, which may include alternative-fueled vehicles. 
Vehicles replaced with SEP Funds must be vehicles that are not budgeted for replacement 
within the next twenty-four months. Any vehicles that are replaced with new vehicles will no 
longer be driven, must be fully decommissioned, and may only be sold for scrap.  Houston-
Galveston AERCO shall provide proof of decommissioning to the TCEQ for each new vehicle 
purchased with SEP Funds. 

Houston-Galveston AERCO shall provide proof of decommissioning of all non-school bus 
vehicles, (scrappage of the engine and emission control equipment) of each older vehicle to 
the TCEQ for each new vehicle purchased with SEP Funds. For school bus replacements, 
Houston-Galveston AERCO shall provide proof of decommissioning of all buses, (scrappage 
of the engine) of each older bus to the TCEQ for each new bus purchased with SEP Funds. 
Additionally, Houston-Galveston AERCO shall notify the TCEQ of its selected scrappage 
vendor to ensure TCEQ staff has adequate opportunity to review and affirm/reject the 
vendor selection prior to engine destruction. The Houston-Galveston AERCO will send the 
TCEQ verification using the TCEQ SEP Vehicle Replacement Disposition Form and supporting 
documentation in the form of paid invoices and other documentation to show that any 
funded retrofits or replacements were completed and that all engine and (for non-school bus 
vehicles all engine and emission components) are destroyed, except for metals from the 
catalytic converter, which may be sold or recycled. Houston-Galveston AERCO shall ensure 
that SEP Funds are used exclusively by the school districts, transit agencies, or local 
governments in the manner described above. 
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Environmental Benefits:  

The combination of new efficient engines, clean fuel technologies, and high-tech after-
treatment devices reduces particulate emissions, hydrocarbon emissions, volatile organic 
compounds, and nitrogen oxides (NOx) emissions.  Replacement of fleet vehicles and buses 
with lower emission technology vehicles will have an impact on NOx and other emissions in 
this non-attainment area. 

Eligible Areas and Counties for Contributions:  

This project may receive contributions from the following: 

Brazoria, Chambers, Fort Bend, Galveston, Harris, Liberty, Montgomery, and Waller 

AIR Shed: 

216 Houston-Galveston 


