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PROCEEDI NGS
CHAI RPERSON NI CHOLS: Good norni ng, everybody.

Wel cone to the May 28th neeting of the Air Resources

Board. The Board neeting will please cone to order.
Before we do the roll call, we customarily begin with the
Pl edge of Allegiance. So I'll ask you all to please rise

and face the flag.

(Thereupon the Pl edge of Allegiance was

Recited in unison.)

CHAlI RPERSON NI CHOLS: Thank you. The clerk will
pl ease call the roll.

BOARD CLERK VEJAR: Dr. Bal nes?

BOARD MEMBER BALMES: Here.

BOARD CLERK VEJAR Ms. Berg?

BOARD MEMBER BERG  Here.

BOARD CLERK VEJAR: Ms. D Adano?

BOARD MEMBER D ADAMO  Here.

BOARD CLERK VEJAR Ms. Kennard?

BOARD MEMBER KENNARD: Here.

BOARD CLERK VEJAR  Mayor Loveridge?

Ms. R ordan?

BOARD MEMBER RI ORDAN:  Here.

BOARD CLERK VEJAR:  Supervi sor Roberts?

BOARD MEMBER ROBERTS: Here.

BOARD CLERK VEJAR:  Professor Sperling?

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345
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BOARD MEMBER SPERLI NG  Here.

BOARD CLERK VEJAR: Dr. Telles?

BOARD MEMBER TELLES: Present.

BOARD CLERK VEJAR  Supervisor Yeager?

BOARD MEMBER YEAGER: Here.

BOARD CLERK VEJAR:  Chairnman N chol s?

CHAI RPERSON NI CHOLS:  Here.

BOARD CLERK VEJAR  Madam Chai rman, we have a
quor um

CHAlI RPERSON NI CHOLS: Thank you very much. |
have a coupl e of announcenents that | need to nmake before
we get started. First of all, just as a remi nder, anyone
who wants to testify should sign up with the Cerk of the
Board. You're not legally required, but we appreciate it
i f you include your name on the speaker card.

We do inmpose a 3-minute tine limt on speakers.
We appreciate it if you would state your first and | ast
nane when you conme up to the podium And also that you
not read your testinony. |If you've given us witten
testimony, we appreciate it if you'd just summarize that
in your own words, because the witten testinony will be
entered into the record.

| also need to point out the emergency exits at
the rear of the auditorium In the event of a fire alarm

whi ch we actually had yesterday -- the day before

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

yesterday, we're required to evacuate this room
i medi ately and go down the stairs and out of the building
into the park across the street. Then when the all-clear
signal is given, we are told to return to the room and
we'll resume the hearing. | think we're not in danger
today, at |least | hope not.

kay. So | believe the first itemon our agenda
is our health update.

M. Col dst ene.

EXECUTI VE OFFI CER GOLDSTENE: Good nor ni ng,
Chairman Nichols and Board menbers. |n past health
updates, staff has presented results from studi es that
show a rel ati onship between PM2.5 exposure and prenature
death. Today, we will report on a recently published
study that found increased |ife expectancy with | ower
PM2.5 levels. This inportant new finding denonstrates
that our efforts to reduce PM2.5 pollution will inprove
the health of Californians.

Dr. Alvaro Alvarado from our Health & Exposure
Assessnment Branch will make the staff presentation

Dr. Al varado.

(Thereupon an overhead presentati on was

Presented as follows.)

DR. ALVARADO Thank you, M. Col dstene. Good

nmor ni ng, Chairman Ni chols and nmenbers of the Board. In
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this health update, I'mgoing to discuss a study that
i nvestigated the association between PM2.5 and life
expectancy in 51 U S. netropolitan areas, including Los
Angel es, San Di ego, San Jose and San Franci sco. W have
presented health updates in the past that show an
associ ati on between PM2.5 and premature death. This study
asks the question, "Have inprovenents in air quality over
the last 20 years resulted in longer life spans?”

--000- -

DR. ALVARADO Many studi es have shown an
increase in premature death associated with particul ate
matter. These studies include, |ong-termcohort studies,
like the Harvard Six Cities study, the American Cancer
Soci ety studies, intervention studies, |like the Utah
Valley Steel MIIl strike, and short-termstudies like the
CALFi ne study in California.

The effect that particles have on premature death
is especially inportant in California, because we estimate
that 18,000 premature deaths in California each year can
be associated with exposure to PM2.5.

The study presented to you today by Dr. Pope and
col | eagues, eval uates how the changes in PM2.5 from
approxi mately 1980 to 2000 have inpacted |ife expectancy.
This type of study has the advantage of accounting for

both short-term and | ong-term changes in PM2.5. And it
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al so hel ps answer the question of whether the observed
deat hs woul d have happened in a few days or much | ater.
--00o0- -

DR. ALVARADO In the study presented today,
researchers matched two sets of data from51 cities across
the nation, including Los Angeles, San Di ego, San
Franci sco, and San Jose. The changes in air pollution
bet ween 1980 and 2000 were nmatched to death statistics to
track longevity during the sanme period. The research team
anal yzed air pollution data gathered by the U. S
Envi ronnental Protection Agency from 1978 to 1982, and
from1999 to 2000. There was no national nonitoring
net wor k between 1983 and 1999.

The scientists applied advanced statistica
nodel s to account for other factors that could affect
average life spans, such as soci oeconom c status, as
neasured by income and hi gh school graduation rate. The
study al so controlled for denmpgraphic characteristics and
deaths from | ung cancer and chronic obstructive pul nonary
di sease, a proxy for cigarette snoking.

--000- -

DR. ALVARADO This slide shows how public
exposure to PM2.5 has changed over the years. Nationw de,
PM2. 5 decreased 6.5 micrograns per neter cubed during the

study period. In California, the PM2.5 decreased 13
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m crograns per neter cubed from 1987 to 2006.

In California, there has been about a four
percent inmprovenent in air quality per year over the |ast
20 years, due primarily to the Board's notor vehicle and
di esel engine control prograns, as well as the continued
i mpl enentati on of stringent local district rules on
combusti on sources.

--00o0- -

DR. ALVARADO This figure shows the study
findings in graphical form It plots the changes in life
expectancy agai nst reductions in PM2.5 from 1980 to 2000
for the 51 netropolitan areas included in the study. The
trend line shows that |ife expectancy inproves as cities
reduce PM2.5. As you can see, there's a certain anmount of
scatter in the data. This is to be expected because nany
factors influence |life expectancy other than air quality.

--000- -

DR. ALVARADO A summary of the study findings
are shown in the slide. From 1980 to 2000, the genera
life expectancy in the United States increased by 2.7
years. This is nostly due to inproved health care,
lifestyle, and diet. The results of the study presented
today found a decrease in PM2.5 of 10 microgramnms per neter
cubed was associated with an increase in |ife expectancy

of 0.61 years or 7 nonths.
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This result remains significant even after the
aut hors nmde statistical adjustnents for changes in
soci oeconom ¢ condi tions, denographics, and snoking
patterns. During the last 2 decades |ife expectancy has
i ncreased 2.7 years. The researchers cal cul ate that about
15 percent of that inproved |ife expectancy was associ ated
wi th reduced PM2.5.

--00o0- -

DR. ALVARADO This slide, kindly provided by Dr.
Tell es, gives sone context as to how inprovenents in life
expectancy associated with air quality conpare to nedica
advances.

National ly, the average increase in life
expectancy attributable to inproved PM2.5 was nearly five
nmonths. As you can see, air quality inprovenents over the
| ast two decades conpare favorably to the preventive
interventions shown on this slide.

--000- -

DR. ALVARADO The results of this study are good
news. Steps to curb PM2.5 over the |last 20 years are
paying off. While many factors influence |ife expectancy
in the past two decades, including nmedical advances,
income growh and |ifestyle changes, this study suggests
that PM2.5 exposure has a neasurable effect on |longevity

and val i dates our concerns about PM2.5 and its effects on
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the health of Californians.

The researchers al so observed gains in life
expectancy, even in cities that initially had relatively
clean air but made further inprovenents in air quality.
Thi s suggests that ongoing efforts to reduce air pollution
will continue to inprove public health

Thi s concludes nmy presentation and we woul d be
happy to answer any questions you nmay have.

CHAI RPERSON NI CHOLS: Thank you very much.

Board menbers, do you have any questions?

Starting down at the end here, Dr. Bal nes.

BOARD MEMBER BALMES: Well, | don't really have a
guestion, just a comment. So first of all, I'mvery
famliar with this study. | actually was one of the

reviewers of the study for the New Engl and Journal of
Medi ci ne.

I think we briefly talked about it at a different
board nmeeting. | also use the study in a course that |
taught in at UC Berkeley, where | was teaching
under graduat es about community health, and tried to use
this study to show that there was an i npact on conmmunity
health of inproved air quality.

So | think this is an inmportant study. |It's
not -- there are not nany studies of air pollution to make

t he New Engl and Journal of Medicine. They have to be

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

really cutting edge or provide sone inportant new
information. And here it's really accountability for the
air quality regulations that this agency is responsible
for.

And so | applaud staff for bringing this to the
attention of the rest of the Board. And | also thank Dr.
Telles for adding the slide that put the air quality --
the inmprovenents in life expectancy related to air quality
in context with other efforts.

Most of the inprovement in |life span has been in
cardi ovascul ar di sease, of which Dr. Telles is an expert.

CHAI RPERSON NI CHOLS: Great. You want to claim
credit for that with, Dr. Telles?

BOARD MEMBER TELLES: No. Wth ny slide, | just
wanted to point out that inproving air quality is better
than getting a col onoscopy.

(Laughter.)

BOARD MEMBER BALMES: | didn't need the slide to
tell ne that.

(Laughter.)

BOARD MEMBER TELLES: But what | pointed out
there was just that six nonths doesn't sound |ike a big
gain. Actually, froma public health point of view, it's
actually a very big gain. And especially to see that 15

percent of the gain is related to air pollution control
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10
If you put that into perspective of things that | do, even
bypass surgery and angi opl asty hasn't had that big a gain
It's one of the reasons why | got involved in this thing,
it's because | knew the inpact of doing these things.

One thing you didn't point out is, in California

there's a big -- just like the rest of the country,
there's a -- it's scatter diagramin California too. And
I'd like to -- is M. Yeager here today?

CHAI RPERSON NI CHOLS:  Yes, here he is.

BOARD MEMBER TELLES: San Jose is the big w nner
in California. Life expectancy in San Jose is sonething
like 80.2 years versus San Francisco, which is the |oser
in the study. Life expectancy is down around 77.8 or 78
years. And it didn't -- it was just kind of interesting
statistics if you read the whol e study.

CHAI RPERSON NI CHOLS: Interesting.

I'd like to note that Supervisor Roberts is
coughi ng, because he swal | owed coffee the wong way and
not because of any cardi ovascul ar issues or objections to
t he study.

(Laughter.)

CHAI RPERSON NI CHOLS: | hope you're okay.

BOARD MEMBER ROBERTS: | think the coffee may be
toxic, but everything else is fine.

(Laughter.)
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CHAlI RPERSON NI CHOLS: Thank you.

Well, in all seriousness, this is really
i mpressive work. People have been asking for years. So
if air quality is better, how conme public health hasn't
really inmproved? And as others have indicated better than
| can, it's very difficult to do a study that actually
proves that. But this is the first, | think, really solid
pi ece of work that we have that ties all of our efforts to
actual health outconmes in a positive way.

BOARD MEMBER BALMES: There was one other study
that I'maware of, the Six Cities study started nany years
ago to look at the health effects of air pollution. And
t hey had | ongitudinal data sufficient to show that there
was al so inmproved |ife expectancy, but that was just for
six cities. This is, | don't know, it's 95 different
netropolitan service areas or whatever.

CHAI RPERSON NI CHOLS: Al right. If there's no
further coorment, this is a great health update. Thank you
very nmuch.

And our next itemis also an informational item
on the agenda. This one is an update on sone in-house
research, really technical evaluation of diesel retrofits.
And | think this is also sonething that is worthy of the
Board's attention.

The di esel program obviously has been one of the
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12
Board's highest priorities for several years now. So
we've directed staff to stay abreast of research that
underlies the diesel rules.

This presentation today is intended to highlight
some inportant information on diesel particles and the
|atest retrofit technologies. And it also touches on the
work that the staff plans to do to continue this study.

M. Col dstene.

EXECUTI VE OFFI CER GOLDSTENE: Thank you, Chairman
Ni chol s.

The diesel risk reduction plan requires a
conprehensive effort to clean up diesel fuels, neet
stringent new engi ne standards, and apply retrofits to
in-use fleets. Modst engine manufacturers are devel opi ng
new di esel traps to neet these new requirements. The
traps greatly reduce enissions, but also may change sone
characteristics of the em ssions.

The data presented in today's update are the
| atest results of ongoing in-house research activities |ed
by our Research Division. The studies exanm ne changes in
t he physical, chenmical and toxilogical makeup of exhaust
from di esel engi nes equi pped with various types of diese
traps.

Dr. John Collins of the Research Division wll

make the staff presentation
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Dr. Collins.

(Thereupon an overhead presentati on was

Presented as follows.)

DR. COLLINS: Thank you, M. Goldstene. Good
nmor ni ng, Chairman Ni chol s and nmenbers of the Board.

It's customary for staff to brief you on mmjor
research activities, so we're here to offer an update on a
large multi-agency study of diesel retrofits that ARB
staff has been conducting. The study is ongoing, but we
are at a juncture where key findings are being published
in the peer-reviewed literature and we'd |like to share
sone of themwi th you.

--000- -

DR COLLINS: W in the Research Division
benefited fromthe dedication and tal ent of nany of our
ARB col | eagues in other divisions, especially our
Moni toring and Laboratory Division, who hel ped us with
nost of the chem cal anal yses, and our Mdbile Source
Control Division who operate the vehicle eni ssion
| aboratories.

We al so col | aborated with several academnic
partners and we are very appreciative of the in-kind
contributors who provide the fuel to vehicles and
retrofits.

And finally, we'd like to thank our co-sponsors,
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14
the South Coast Air Quality Managenent District and the
California Energy Conmi ssion

--00o0- -

DR. COLLINS: The diesel control programis
designed to protect public health by reduci ng emni ssions of
PM2.5 and NOx. The reductions are achi eved as new engi nes
conformto nore stringent standards and as ol der in-use
engines are retrofitted with after-treatnment devices.

The diesel particulate filter, also called a DPF
or trap, has transformed the way we nitigate the inpact of
di esel PM engines in use today, both here in our state and
in fleets around the world.

Simlarly, the SCR catal yst, where SCR stands for
Sel ective Catal ytic Reduction, will dramatically reduce
NOx emissions. Soon, the SCR catalyst will be a ngajor and
very inportant conponent of new di esel engines.

These devices are truly game-changi ng technol ogy.
They have all owed the ARB' s diesel control programs to
achi eve significant em ssion reductions. And these
reductions will be even greater over tine.

As the em ssions of diesel PM mass decrease, a
research focus of high interest worldw de is the
formation, transformation, and potential health inpacts of
particles in the exhaust.

--000- -
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DR. COLLINS: The Board's research program on
vehi cl e and engi ne emi ssions has grown over the years,
reflecting the fact that the diesel em ssions prograns and
the lowenitting vehicles programare Board priorities.

An inmportant activity for research staff has been to stay
abreast of the nobst current diesel control technol ogies
and ot her emerging technol ogi es for achi eving near-zero
em ssions, enabling the Board to be proactive on these

i ssues.

This presentation is made in response to the
Board's need for a technical assessnent of the nobst recent
advancenents in diesel control technology. The technol ogy
is growing in sophistication and conplexity. It is
causi ng changes in the em ssions that require
i nvestigation.

The study not only infornms policies in
California, but also the Board's position on related
initiatives by the federal government, industry and others

- - 00o0-

DR. COLLINS: Vehicle em ssions inpact health
t hrough a chain of events. Vehicles, traffic patterns and
driving nodes all affect vehicle em ssions. Meteorol ogy
and spatial distribution affect the dilution and chenica
transformati ons of the pollutants emtted. These sane

factors affect the exposure of people to the pollutants.
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Finally, human activity and exposure to pollutants results
in health risk.

This study focuses on em ssions, the first step
in the chain. So when we discuss reduction in health
ri sks and reduction of indicators potentially associated
with toxicity, we are speaking of em ssions in relative
terms.

--00o0- -

DR. COLLINS: The work presented here is a
continuation of a series of studies by Board staff,
including a prior study on the em ssion attributes of
conpressed natural gas buses relative to clean diese
buses. Those studies have informed several Board policies
by showi ng, for instance, that the clean technol ogies
could benefit fromadditional control and inprovenent.

The current study eval uates current diese
technol ogy that will meet our nobst stringent PMand NOx
standards conming into force next year. W build on the
previ ous work, characterizing the chem cal, physical and
t oxi col ogi cal properties of the em ssions.

The research programis ongoing and will soon
exam ne the | atest technol ogy CNG buses, |ight-duty
vehicles and alternative fuels. W will continue to
i nvestigate enissions and formati ons of ultrafine

particl es.
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--000- -

DR. COLLINS: The emi ssion testing for the
current study was conducted by staff at ARB s emi ssion
| aboratory in Los Angeles. The engi ne systens are
eval uated by placing a vehicle on a dynanoneter,
essentially a large treadm || for the truck, and
exercising it over various driving cycles, while capturing
and characterizing the truck em ssions.

We are fortunate that the ARB | aboratory has
under gone significant upgrades and is now a first-class
research facility. |It's capable of perform ng
hi gh-cal i ber work, possible in only a handful of
facilities around the world.

--000- -

DR. COLLINS: For this study, we borrowed
vehi cl es and equi pped themw th vari ous types of
retrofits. Here we show one that controls PMin order to
neet the 2007 standards, and the second one for control of
PM and NOx in order to nmeet the 2010 standards.

The diesel particulate filter traps diesel soot,
then elimnates the soot in a process called regeneration.

To conply with our nbst stringent enission
standards, taking effect in 2010, all but one engine
manuf act urer have chosen an after-treatnent approach

There will be wi de use of the diesel trap to control PM
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and selective catalytic reduction, or SCR, to control NOx.
A conventional oxidation catalyst will control hydrocarbon
and carbon nonoxi de emni ssi ons.

The SCR requires the addition of amonia to
reduce NOx. This ammonia will be supplied in the form of
urea. SCR, which has a long history of application for
stationary source control, will now gain significant
penetration for use in |light-duty and heavy-duty diese
vehicle applications in California. The result is
expected to be a 90 percent plus reduction in PM em ssions
and an equal reduction in NOx wi thout conprom sing vehicle
performance or durability.

It's inportant to note that we tested retrofit
systens. The retrofits cannot be optinized to the sane
extent that new engine, original equipnent systems will
be. But the control technologies are sufficiently simlar
to the type expected in new systens, that they provide us
with a window into the characteristics of future em ssions
from cl ean di esel s.

--00o0- -

DR. COLLINS: The prinary result of our tests is
that diesel after-treatnment systens neet their design
goals. W confirned that a well-functioning diesel trap
can result in PM mass em ssion reductions of nore than 95

percent. Simlarly, when a trap is integrated with an SCR

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

19
retrofit, NOx reductions of nore than 70 percent from
engi ne out are achieved. Wen applied as origina
equi prent, we expect the technology to yield even greater
em ssi on reductions and inprove durability.

--00o0- -

DR COLLINS: Based on the reduction of diesel PM
nmass, the relative cancer risk is correspondingly reduced
by nmore than 90 percent. Simlarly, we found reductions
in response to an assay indicative of oxidative stress
potential. The oxidative stress potential of PMis
t hought to be an indicator of toxicity, and a promni sing
netric to exanmi ne airborne particulate natter. The U S
EPA funded the Southern California Particle Centers, whose
i nvesti gators have conducted and witten extensively about
oxi dative stress initiated by the formation of reactive
oxygen species, or ROS, and the presence of pollutants in
anbi ent air near roadways inducing ROS response.

Here, we have used the same ROS technique to
exam ne the emi ssions fromour test vehicles.

Specifically, we show the results of a chemnical assay
sensitive to the effects of organi c conpounds, providing
one neasure of the ability of our PMem ssion sanples to
generate reacti ve oxygen speci es.

The PM sanples fromthe diesel vehicle without a

trap generated the hi ghest response on a per mle basis.
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As you can see, the application of the diesel trap or the
trap plus SCR greatly reduced the response in the chem ca
assay.

These results are encouraging. It is inmportant
to note that in our study, we are conducting other assay
tests for indicators of toxicity. So we expect to expand
on these results in the near future.

--00o0- -

DR. COLLINS: W are exam ning other results for
i nternal consistency. For exanple, we |ooked at
pol y-aromati ¢ hydrocarbons, or PAH  These conpounds are
known to cause adverse health effects, as sone are potent
carci nogens. As you can see, both the PMtrap and the
trap plus SCR greatly reduce the em ssions of these
conpounds per mle.

--000- -

DR. COLLINS: In addition to reducing the PM nass
em ssions, the trap and SCR dramatically change the
chem cal makeup of the diesel PM eni ssions.

The engi ne-out di esel PM em ssions consist nostly
of elemental carbon, i.e. soot, and organic carbon. In
contrast, the very |ow enissions coming froma trap or
trap plus SCR-equi pped di esel engine, are dom nated by
sul fate and other ions. Normally, nbst of the sulfur in

the fuel and oil is emtted as sul fur dioxide or gas. But
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under sone operating conditions, a large fraction of the
sul fur in a trap-equi pped system can becone sulfate ion
particles. Diesel soot is alnpst entirely captured by the
trap, hence elenental carbon represents only a snall
fraction of the retrofit PM em ssions.

We have hypot hesi zed that these sulfate aerosols
are | ess harnful than soot and organi ¢ conpounds, hence
generating a reduction in sone indicators of toxicity.
This is a key point in the continuation of our study
research.

--000- -

DR. COLLINS: The reason for the dramatic change
in the conmposition can be found in the details of the
after-treatment systens.

A non-catal yzed diesel particulate filter, acting
al one, renoves soot, but it would not significantly change
the chem cal conposition of the particle em ssions.
However, nost DPF systens operate together with other
conponents designed to manage soot build up or to nmanage
NOx enmi ssions. These components include catalytic
surfaces that create strongly oxidizing environments by
design. The oxidizing environnents reduce soot and
organi ¢ conpounds, essentially burning themoff in a
control | ed manner.

A byproduct of the oxidizing surfaces is that
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under sone vehicle operating conditions, the sulfur in the
fuel and lube oil, nornally emitted as sul fur di oxi de gas,
can become completely oxidized to sulfur trioxide. This
conpound comnbines with water in the exhaust, and is a
precursor to ultrafine particle formation, a process well
established in the literature.

--000- -

DR. COLLINS: As the trap systemrenoves soot and
elimnates nore than 95 percent of the PM namss em ssions,
it also reduces the nunber of particles emtted by nore
than a thousand tines.

If the vehicle operating conditions do not neet
the threshol ds needed for producing sulfate, then the
particle nunber of em ssions after the trap can be | ower
t han anbi ent backgr ounds.

But under vehicle operating conditions where
sul fate is produced, then the trap-equi pped vehicle can
produce nunbers of sulfate particles that are conparable
to or exceeding the nunbers of soot particles found in the
pre-trap engi ne exhaust. However, because these particles
cone fromsul fur precursors, their position appears |ess
t hreateni ng than soot or particles formed from organic
conmponent s.

--000- -

DR. COLLINS: Finally, we also exani ned the
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em ssi ons of sone greenhouse gases. The retrofits inpact
fuel efficiency or CO2 emissions only slightly. A
significant climte benefit does cone fromthe reduction
of black carbon, a major fraction of diesel PM em ssions.
But when SCR is applied for NOx control, we observe
i ncreased eni ssions of nitrous oxide, offsetting the
reducti ons of black carbon for an overall neutral climte
i mpact .

Agai n, the devices we tested are retrofits. W
expect that optimzation of aftertreatnents in the 2010
conpliant new engines will achieve inprovenents in fuel
econony and will mnimze N20 fornmation, thus providing a
very significant climate inpact benefit.

--000- -

DR. COLLINS: To summarize, a key finding is that
di esel aftertreatnent systems do reduce PM and NOx
em ssions, as required by the diesel control program and
t herefore do provide the correspondi ng health benefits.

In addition to these results reductions,
prelimnary indications are that the PM em ssions, after
the retrofit, are nore benign than if the trap is not
used. Soot and PAHs are reduced, and an indicator of
oxi dative stress sensitive to organic conpounds is also
reduced.

The retrofits cause little net inpact on climate
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changi ng pollutants, but it is anticipated that
aftertreatments incorporated in new engi ne systenms will
produce a significant climte change benefit by inproving
fuel efficiency and by reduci ng bl ack carbon and N20
em ssi ons.

Qur observations about toxicity and particle
em ssions are generating quite a bit of interest fromthe
i nternational research comunity, so we will continue to
exam ne these enissions in other settings and by neans of
ot her measurement nethods. W are exam ning particle
formation, particle measurenent approaches and ways to
assess their inpact. W continue to pursue additiona
i ndicators of toxicity, including chem cal and cellul ar
assays, as well as assays for nutagenicity.

We need this information to informthe Board' s
future policy. Mst notably, we are beginning the LEV I
standard setting process, where we will conbine criteria
and greenhouse gas enission controls and where the
rel evance of setting a limt on the nunber of particles
emtted fromsone cars, as Europe has done, could take
center stage.

--000- -

DR. COLLINS: Forgive us if nuch of the

i nfornmati on we have presented to you is rather abstract.

It was recently said about Dr. Steven Chu, the new
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Secretary of Energy, that he does well one of the hardest
things for a scientist to do, which is to not sound like
one.

So |l would like to leave with you a visua
denonstration of the effect that the diesel control
programis having on di esel enissions.

The picture on the left is a photograph of
em ssions froma diesel vehicle without aftertreatnent
collected on a Teflon filter used for sanpling vehicle
exhaust. The particles you see are aggl onerates of toxic
soot. The entire picture is about ten mcrons w de.

The picture on the right is a photograph of
em ssions collected on the sane filter nmedia at the sane
scal e fromthe exhaust of a diesel vehicle with 2010
aftertreatment technol ogy. Wat you see are sinply the
fibers that make up the filter nmedia used to collect the
sanple. PMis not evident.

I'd like to thank Dr. Su of the Fritz Haber
Institute in Gernmany, one of our collaborators, for the
i mages.

And 1'Il | eave you to imagi ne breathing the
sanple on the left rather than the one on the right.

On behal f of the research team | thank you for
your attention.

CHAlI RPERSON NI CHOLS: Thank you very rmuch.
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Before | turn to the other Board nenbers on this,
| just have one question, which didn't energe clearly for
me fromthe presentation. And that is a comnparison
bet ween new vehicles that use traps versus retrofit traps.
W' ve heard in some contexts a claimthat perhaps there's
a big difference in performance between retrofitted traps
versus traps that are supplied by the origina
manuf acturer as part of our newer generation diese
vehicles. |s your research addressing that question or do
you have any information to bring to bear on that
guesti on?

CLI MATE CHANGE M Tl GATI ON & EM SSI ONS BRANCH
CH EF AYALA: This is Albert Ayala with the Research
Division. W' ve exam ned a few original equipnent
technol ogies. And | guess ny question for you would be,
in terns of performance, we see the sane ability to reduce
the em ssions very significantly. So is there sonething
el se?

CHAI RPERSON NI CHOLS: Wl |, | don't know if
there's a need to do a side-by-side conparison. But just
out of curiosity, in ternms of the public perception, as
you know, there's always a resistance, | think it's fair
to say, on the part of the owners of vehicles to having to
install aftermarket parts, unless it's sonething that they

choose to put on because they think it, you know, wll
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i nprove m | eage or sonmething |ike that.

But when it cones to regul atory prograrns,
retrofit prograns, as we have seen, can be very difficult
to i npl ement, and people raise objections to the equi pnment
itself. And needless to say, everyone who owns a truck
you know, has a certain degree of expertise in that
particular vehicle. But when it conmes to the question of
whet her you're actually getting the enissions perfornmance
benefits that the programis designed to get, it seens to
me that's a question that nmight be able to be addressed
t hrough research. Maybe, M. Cackette can add sonet hing
to this.

CHI EF DEPUTY EXECUTI VE OFFI CER CACKETTE: W have
a verification programfor the retrofit devices and for
filters. You know, nost of the devices that we see there
are essentially identical to what's being put on the new
vehicles. They're absolute filters where the particles
cannot go through a wall of the filter, but the gases do.
And they operate on principally the sane principles. And
so | think the efficiency of themis both, you know,
extremely high in the high 90 percent range.

The only difference would be that on the CEM
vehicles, | think there is nore effort | think put into
absol utely assuring that they regenerate or burn off the

collected particulate than there is on nore of the
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fit-and-run-type retrofit devices. But we have not seen
any problens generated by that with the retrofit devices
either. So | would put themon the sane par in terns of
ef ficiency.

CHAI RPERSON NI CHOLS: | think it's -- | have
no -- no one has ever submitted any data to ne on this.
It's just one of those areas where if there was a way you
could resolve the question, it would be good to be able to
do that, | think

CLI MATE CHANGE M TI GATI ON & EM SSI ONS BRANCH
CHI EF AYALA: The one thing that we didn't showin the
presentation because of tine, is we actually have results
from one of these original equipnent systems. So our
study reports will conpare that systemto the retrofits.

CHAlI RPERSON NI CHOLS: Ckay, that woul d be
interesting, | think, to see.

Do we have conmments, questions?

Dr. Sperling.

BOARD MEMBER SPERLI NG Yeah. | do have
qguestions, not comments.

That was an excellent presentation, but I'd |like
alittle nore science. | know you didn't want to sound
like a scientist. It has to do with the question of the
em ssion reductions. And the data that was shown, such as

| guess summarized in Slide 9, | didn't catch whether
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t hese are average reductions or nmaxi numreductions. And
are these -- okay, that's the first part of the question.

DR. COLLINS: Those are average reductions over
the driving cycle. There's two different driving cycles,
an urban -- one that sinulates urban driving and one that
si mul at es hi gh speed freeway cruising.

Each of those are averages over their cycles.

And this is actually an average of both of those.

BOARD MEMBER SPERLING So this is a Class A
engi ne, | presune?

DR. COLLINS: Yes.

BOARD MEMBER SPERLI NG  So trucks operate -- you
know, engines are used in very different ways in trucks
and very different applications. And when you're talking
about retrofits, you know, their engines are degraded in
all kinds of ways. | guess the question is how robust are
t hese nunbers, these findings, in terns of the kinds of
reductions that are really likely to result fromthe
retrofits? Do you have any feel for that?

CHI EF DEPUTY EXECUTI VE OFFI CER CACKETTE: Wel |l
on the filters thensel ves, you know, we've got hundreds of
t housands, probably mllions of themon the road now,

i ncluding in Europe for many, many nore years than we've
had themin the U S. And there's just no reports back of

any wi despread failures on these devices.
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And the way they work, they don't really
deteriorate per se. |If they're going to physically crack
so that the soot could go through them that m ght be a
failure nmbde. But otherw se, you know, they're an
absolute filter of type, so they control the particul ate
matter. And what ends their Iife would be something |ike
a mechanical failure or an overheat, when, for sone
reason, they don't regenerate properly or they regenerate
with too much soot naterial in there and you get a very
hi gh tenperature, which could nelt themor do things |ike
t hat .

So in general, if there's a problemwith themin
the field, it's because they don't regenerate, the back
pressure would build up and the vehicle tends to stop or
| ose peopl e and peopl e know about it. But that's not been
our experience at all. They seemto be extrenely robust.

On the SCR part, the NOx reducing activity,
there's less information on that. That's not really being
widely retrofit. It's nore of an OEMthing. And it's
really only started on some '07 engines and will be
wi despread on the 2010 engines. There is again nore
experience, | think, with it in Europe, but not nearly the
degree that we have with the filters. And it is a device
that, you know, could have a deterioration with it. It

m ght becone | ess effective over tine.
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BOARD MEMBER SPERLI NG  So does this suggest that
the kinds of cost effectiveness cal culations that were
done earlier were probably, you know, pretty accurate,
nean, given these large reductions. So we're basically
feeling good about the earlier calculations that were done
on cost effectiveness?

CHI EF DEPUTY EXECUTI VE OFFI CER CACKETTE: Yes,

t hi nk so, because we just don't see anything that says
that the DPFs will die and so we expect themto |ast, you
know, nmost, if not all, of the |life of the engine. And
then on top of that, as you'll hear this afternoon, we

al ready have a program for on-board di agnostics that does,
you know, in a relatively crude way, neasure the
performance of the trap, and can find when there's a big
failure and turn on the warning light. So there are
nmechani sns when things do go wwong to try to catch it and
get it fixed.

BOARD MEMBER SPERLI NG  Ckay, one other snal
guestion, and that's the N20 em ssions. You know, the
assertion was made that as the technol ogi es inproved,
going fromprototype to comercial production, that these
woul d be reduced. 1s there anyway to be sure that they
really are going to be reduced or is there any reason to
believe that they would -- | mean, because there's no

regul ation in place or no other reason for themto focus
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on that, other than to make it well-functioning. And |
don't know that a well-functioning SCR results in higher
or lower N20O em ssions. Do you have any feel for that?

CLI MATE CHANGE M Tl GATI ON & EM SSI ONS BRANCH
CH EF AYALA: The reason we made the assertion is because
there is sone literature that has | ooked at sone origina
equi prent that suggests that the em ssions are going to be
| ower than what we saw with the retrofits. And in talking
to the makers of the devices, that collaborated with us,
they state and confirmto us that their thinking is that
they're going to optimze the systens to essentially
elimnate this issue.

BOARD MEMBER SPERLI NG  Ckay, thank you

CHAI RPERSON NI CHOLS: (Ot hers?

BOARD MEMBER TELLES: It was interesting for me
to note that what cones out of the filters is alittle bit
di fferent than what goes in. And the particle size that
cones out, is it smaller than if you didn't have the
filters at all? | understand it's like ultrafine
particl es.

DR. COLLINS: Yes. The soot particles are on the
order of 100 nanoneters, 50 to 150. The sulfate particles
are on the order of ten nanometers and as small as five
nanoneters.

BOARD MEMBER TELLES: And you suggested that
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there's no -- naybe Dr. Balnes can help ne with this is
that there's no -- the sulfur particles nay not be as
active biologically as organic particles. But sone of ny
readi ng suggests that they are still pretty active,
especi ally when you get down to ultrafine particles.
They're like the worst of the worst. And maybe this has
al ready been done, but it seens like it would be hel pfu
somewhere along the line to do a biological study on the
i npact of what's coming out of our newfilters. And have
we changed the conposition and actually -- | think, we've
i mproved things, but we want to nake sure that these
ultrafine particles aren't causing sone biological problem
we didn't anticipate.

DR COLLINS: Well, there are other studies
ongoi ng that are exposing | aboratory animals to diese
exhaust. That shoul d address those questi ons.

CHAI RPERSON NI CHOLS: Dr. Bal nes, do you have
any comrents?

BOARD MEMBER BALMES: Well, | was going to make
that same point that Dr. Telles did.

In talking to staff in advance of the
presentation, | brought up that sane issue. And they
assured nme that they are proceeding to make sure that we
test these ultrafine em ssions.

I would say, on the face of it, based on nmy own
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research with larger size sulfuric acid aerosols, that

because they're likely to be soluble, that they'll have
di fferent potential inpacts, like on the cardi ovascul ar
system than ultrafine carbon particles. | think they,

again, woul d be suspected to be less toxic. So | agree
with the point made in the presentation

But that doesn't mean we shoul dn't know nore
about them So | endorse Dr. Telles' point.

And | wanted to nake a comment in support of what
the staff is doing here with this research. This is one
of the first tines that an environnmental protection agency
has | ooked at a biologically relevant parameter in terns
of oxidative stress, when they're | ooking at em ssions
testing fromthe vehicle. And | really conplinent the
staff for forward thinking. And |I'mon several clean air
scientific advisory conmttee panels for U S. EPA. And as
you all know, we currently, under the Cean Air Act, have
to regulate air quality first, a pollutant at a time. And
there's increasing frustration scientifically with that,
since it may be, for exanple, that oxidative stress is one
of the final common pat hways by whi ch pol |l utants cause
heal t h i npacts.

And | think in the future, we may have to
regulate in a different way than sort of just pollutant by

pol I utant and tal k about the cunul ative inpact of criteria
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pollutants in the air and oxidative stress, potentially
one way to approach that. | nean, we're a long way from
being at that point. But | think this is inmportant work
that the staff is doing contributing to the know edge base
inthis regard. So | wanted to conplinment staff for that.

And then ny last conment would be, it said in one
of the slides for future research that you wanted to | ook
at alternative fuels. And is biodiesel one of
the -- thank you, because |I'mconstantly getting questions
about the toxicity of biodiesel em ssions. And, you know,
I think the databases is kind of limted in ternms of
toxicity in that regard

CLI MATE CHANGE M TI GATI ON & EM SSI ONS BRANCH
CHI EF AYALA: Yes. Just to build on the point on the
alternative fuels. In fact, our agency is already
undertaking in the sane | aboratory a very extensive, mnuch
nore extensive than what we presented here, study of
bi odi esel fuels, including different blends and different
feed stocks. So that's already under way. And the Board
wi Il hear an update on that as time all ows.

If | may add just one point to Dr. Telles
comment, because | think it's very inportant. And that
is, I'mfond of saying that not all particles are created
equal. And the point we're trying to nake here is that

for this particular technology that we expect to see in
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wi de use next year, these particular particles, as we've
shown, are very different than perhaps sone of the
organics like you' ve nmentioned. So | think it's inportant
to understand that. Just because we tal k about ultrafine
particles, doesn't mean that they're all the sane. And we
need to understand not only the physics, but also the
chem stry and the toxicol ogi cal signature.

CHAlI RPERSON NI CHOLS: Wwell, thank you. | think,
as you can see, this is an area where we need to be doing
conti nui ng updates of the Board on your research and | ook
forward to hearing you.

Yes, Ms. Berg.

BOARD MEMBER BERG |'d just like to have one
foll owup question. And that would be, if we're tracking
the retrofit efficiency and al so tracking that they are
becom ng nore efficient to the duty cycle of the engine
and along with the cost. So when we transfer this great
i nformati on on the positive inpact for em ssions
reduction, are we also |ooking at real-world, on-the-road
performance, and how that's worki ng?

CHI EF DEPUTY EXECUTI VE OFFI CER CACKETTE: Yes, we
are going to do a nunber of screening tests, not of this
| evel of complexity, but screening tests on vehicles that
have been retrofitted. And, of course, the retrofits are

primary filters only, not SCR, or not NOx controls. So
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you know, we don't expect to find anything unusual. But
if the screening tests do, we will then nove a few
vehicles down to the | aboratory in Los Angeles, where we
can do nore detailed testing.

CLI MATE CHANGE M TI GATI ON & EM SSI ONS BRANCH
CH EF AYALA: |'d like to also point out that the vehicles
that we're testing are actually in revenue service, and we
borrowed them So we literally take themas is with the
retrofit systens and we provi de extensive testing. And
then we put them back into service. So we believe that
these are representative of real-world efficiencies.

BOARD MEMBER BERG | had witten down in ny
notes that | had wondered if we cal cul ated or gathered the
i nfornmati on on how many mles that actual retrofit had
been in use, and if we were tracking that data as well.

GREENHOUSE GAS TECHNOLOGY & FI ELD TESTI NG SECTI ON
MANAGER HERNER: Yes, we did actually track that -- oh,
Jorn Herner, Research Division

If you look at Slide 9, the reduction we see in
that vehicle is with the retrofit that has been in service
for 65,000 mles for several years.

BOARD MEMBER BERG. Great. Thank you.

CHAI RPERSON NI CHOLS: | believe we had sone
nmenbers of the public who had wanted to testify on this?

Not on this itenf
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BOARD CLERK VEJAR: Not on this item

CHAI RPERSON NI CHOLS: There's none.

Okay. Well, in that case, | think we will nove
on to our next agenda item Item nunber 3, which is
rel ated to our ongoing inplenentation of AB 32 and al so
t hose of you who were here last nonth, which I think is
pretty nmuch everybody, will recall that we | ooked at a
tool kit that had been devel oped for small business use.
Today's item which we're al so being asked to approve and
send out into the world, is a tool kit that's ainmed at
| ocal governnment operations.

We understand that |ocal governnents, in many
i nstances, have noved out very aggressively to deal with
the issues of clinate change to neasure, nonitor, take
action, but others are waiting for help and guidance as to
what to do. And even those that are already quite
actively engaged, | think, are still interested in seeing
some sort of a statewide effort here that will put other
cities on nore of a level playing field.

So, we'll hear the staff's presentation on the
| atest efforts of our web portal, Cool California, and our
Local CGovernment Tool kit.

W\l cone.

EXECUTI VE OFFI CER GOLDSTENE: Thank you, Chairman

Ni chol s. Local governments are essential partners in
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attaining the goals of AB 32. And it's the local decision
makers that will need to lead the way in efforts that
address climate change in their communities.

While many cities and counties are already taking
action, several have great interest in tools that help
t hem desi gn voluntary greenhouse gas reducti ons.

Today's presentation descri bes one of several ARB
efforts to assist cities and counties to voluntarily
reduce greenhouse gas em ssions with an enphasis on
cost-saving strategies.

Staff fromthe Research Division led this effort
wi t h consi derabl e support throughout the Board and Board
menbers, as well as from many other State agencies and
external stakehol ders.

Dana Papke-Waters will nake the staff
presentation. Followi ng Dana's presentation, two of our
tool kit partners will provide brief presentations. Pananma
Bart hol ony fromthe California Energy Comm ssion will
present an update on federal stimulus funds. And Yvonne
Hunter fromthe Institute for Local Government will
present an overview of their Clinmate Leadership
Recogni ti on Program

Dana.

CHAI RPERSON NI CHOLS: | thought maybe you'd

succeeded in hiring both of them but | guess not, no.
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(Laughter.)

CHAI RPERSON NI CHOLS: Ch, wel .

(Laughter.)

CHAI RPERSON NI CHOLS: That woul d have been a
coup.

Al right. Never mind. Welcone.

(Thereupon an overhead presentati on was

Presented as follows.)

MS. WATERS: Good norning. W are pleased to
i ntroduce you to the Local CGovernment Tool kit that wll
help cities and counties participate in California's
efforts to reduce greenhouse gas eni ssions, and in nany
cases, save noney. The Local Governnent Tool kit
conpl ements the Small Business Tool kit that we briefed you
had on | ast nonth.

Before | discuss the Toolkit, I will highlight
the inmportant role of l|ocal governments in neeting
California's climate change goals. 1'll then discuss what
ot her organi zati ons and State agencies are doing to assist
cities and counties in how the Local CGovernnent Toolkit is
uni que and conpl ementary to existing efforts. The
remai nder of the presentation will focus on an overview of
several tool kit conmponents and future plans for expanding
the tool kit.

--000- -
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M5. WATERS: Cities and counties have broad
i nfluence. And in sone cases, exclusive authority over
activities that contribute to significant greenhouse gas
em ssions. By inplenenting | ocal progranms, passing
ordi nances, building standards and codes, and establishing
conmuni ty-w de emi ssion reduction targets, |oca
government actions will help to reduce statew de
gr eenhouse gas emi ssi ons.

As essential partners in achieving the goals of
AB 32, the scoping plan encourages |ocal goals be
consistent with the statewi de target to reduce em ssions
by 15 percent bel ow current levels by 2020. Cities and
counties can assist with neeting the regiona
transportation-related targets as part of SB 375.

--00o0- -

MS. WATERS: Many | ocal governnments are already
taking action. About 30 percent of California' s cities
have signed on to the U. S. Conference of Mayors' clinmate
protection agreenment to reduce greenhouse gas em ssions 7
percent bel ow 1990 | evel s by 2020.

Nine California counties are registered as Coo
Counties with a commtnent to reduce emissions to 80
percent below current |levels by 2050. These commitnents
to take climte action represent 80 percent of

California s population. Although many |ocal governnents
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have commtted to reducing the greenhouse gas enissions,
not all of these cities and counties have the resources to
track their progress.

--000- -

MS. WATERS: As part of the process to devel op
the Local Governnent Tool kit, we eval uated existing
efforts of organizations providing assistance to |oca
governments. On the international |level |ICLEl, Loca
Governments for Sustainability has led the way by
provi di ng techni cal assistance to nenbers by devel opi ng
greenhouse gas inventories and climate action plans.

In California, there are several organizations
conmitted to assist cities and counties. The Loca
Gover nment Conmi ssion focuses on outreach and education
connecting |l and-use and climate change policies. The
League of California Cities, the California State
Associ ation of Counties, and their research affiliate, the
Institute for Local Governnent, provides a climate action
best practices franework and is developing a climte
| eader shi p recognition program

After analyzing the activities underway, we
identified several gaps that the Local Governnent Tool kit
istrying to fill.

--000- -

MS. WATERS: Conpiling guidance for |oca
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governments in one centralized | ocation at no cost has
been a goal of devel oping the toolkit resources fromthe
begi nning. Gaps that were identified include details on
how to inplement climate friendly actions, California
success stories, climate action plan tenplates and a |i st
of avail able financial resources.

In the next slide, I'll cover the process we've
undertaken to develop the content of the toolkit.

--000- -

MB. WATERS: Staff coordinated initial ideas with
the Land Use Cimate Action Team which recomended the
devel opnent of guidance to address greenhouse gas em ssion
reductions and clinmate change in regional and | oca
climate action plans.

I nformati on on resources needed was summari zed as
part of our Cinmte Change Scoping Plan. W conducted
research and drafted content in consultation with a broad
spect rum of stakehol der partners. The initial concepts
were shared during a public workshop in March of 2009. W
al so formed an advi sory group to solicit expertise from
practitioners and direct feedback from | ocal governnent
representatives. | presented the draft Toolkit to the
Strategic G owh Council and attended over ten different
external conferences to receive feedback. Lastly, |

recruited nmore than ten cities and counties to test drive
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the Tool kit.
--000- -

M5. WATERS: This is the list of our project
partners. Air Resources Board staff, nmenbers of the State
Agency Team and Advisory G oup have provi ded gui dance to
support the devel opnent of the Local Governnent Tool kit.
The cities and counties and public comenters that have
revi ewed the content and provi ded suggested changes were
critical to help inprove the Toolkit as well as shape the
vision for its future.

--000- -

MS. WATERS: As many of you renenber fromthe
April board neeting, CoolCalifornia.org is our overarching
resource portal designed to provide all Californians with
free resources and tools to voluntarily reduce greenhouse
gas em ssions. Tools have been devel oped for snall
busi ness, |ocal governnents, and individuals. Qur next
phase of the web portal includes devel oping tools and
resources for youth, schools, and community organizations
as well as translating the site into other |anguages.
Though there are nany existing resources that pronote
climate-friendly action, they're not organized in a
central location. CoolCalifornia.org strives to do just
t hat .

This is a | ook at the Local Governnent Tool kit
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Cool California.org web portal. 1It's a one-stop shop of
gui dance and resources to help | ocal governnents reduce
gr eenhouse gas em ssions and save noney.
--00o0- -

MS. WATERS: The Local Government Tool kit
i ncl udes the sane conponents as the Smal| Busi ness
Tool kit, however the main focus unique to cities and
counties is guidance for climte action planning and

financial resources to inplement progranms. |'Il focus

specifically on these resources and highlight California's

success stories during today's presentation
First, I'lIl begin with the guidance related to
climate action planning.
--00o0- -
M5. WATERS: Cities and counties can achieve

greenhouse gas reductions in a variety of ways. Many

| ocal governments have adopted climate action plans, which

sunmari ze baseline em ssions and a reduction target. In
Sept ember 2008, the Board approved the Local Governnent

Operations Protocol, which provides the cal culation

net hods to estimte eni ssions from nunici pal operations.
The Tool kit recomends that cities and counties | ead by

exanpl e, set policies for reductions at the conmunity

| evel and chal |l enge residents and busi nesses to reduce
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em ssi ons.

A climte action plan outlines specific policies
and neasures a city or county will inplement or is already
i npl enenting to achieve its target. It outlines a
short-termand a | ong-termroadmap for achieving em ssion
reductions. During the public workshop, we received
comments that many of the smaller cities and counties do
not have the staff resources to fund devel opnent of a
climate action plan. And in response, we devel oped these
tips for climte action planning.

--000- -

MS. WATERS: The Local Government Tool kit
provides a climate action plan tenplate, rules of thunmb to
estimate em ssion reductions, and several sanple neasures
to reduce em ssions. The sanple nmeasures are suggesti ons,
which may offer a significant reduction based on the
st at ewi de greenhouse gas em ssion inventory. The next
slide will cover several of the sanple measures outlined
in the Tool kit.

--00o0- -

MS. WATERS: There are three sanple neasures
provided for cities and counties to inplenent building
retrofit prograns and green fleet vehicles. These
neasures were sel ected based on the statew de em ssion

reduction potential, but there are also exanples of cities
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prograns, as well as current funding opportunities
avail able to of fset upfront costs. For brevity, |'m going
to focus on the |ocal governnment programs to retrofit
exi sting buil di ngs.

--000- -

MS. WATERS: Using the rules of thunb, here's a
| ook at the cumul ative emi ssion reduction potential for
three types of existing building retrofits. This type of
information is especially relevant as cities and counties
are pulling together their grant applications to receive
stimulus funds. And many may not ot herw se have the
resources to estimte these reductions in tine for the
June 25th deadline.

In the next slide, 1'll highlight |ocal
governments that have successfully inplenented these types
of prograns.

--000- -

MS. WATERS: Here's a snapshot of several cities
that are inplenenting building retrofit progranmns.

Ber kel ey and Reddi ng have neasured reductions as a result
of their home and municipal building retrofit prograns.
Ber kel ey has al so | aunched Berkel ey FIRST: A Financing
Initiative for Renewabl e and Sol ar Technol ogy, which

all ows residential and conmercial property owners to pay
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for efficiency inprovenents and solar systeminstallation
as a voluntary long-term assessnent on their individua
property tax bill. Berkeley FIRST is a package of
solar-related tools that will help the city achieve
em ssi on reductions by 2020.

Los Angel es and San Franci sco have identified
simlar prograns to help reduce enmi ssions. And as nore
cities and counties inplenent prograns to retrofit
exi sting buildings and install solar PV systens, it can
| ead to achi eving our statew de greenhouse gas targets.

CHAI RPERSON NI CHOLS: Can | interrupt you for
just a second here --

M5. WATERS: Yes.

CHAI RPERSON NI CHOLS: -- because this slide has
an asterisk and compares actual versus projected
reductions. So | want to ask you if you can hel p explain
how t hese reductions are actually being neasured? What is
t he techni que for doing that?

MS. WATERS: Berkeley has retrofitted many of
their city buildings. And so they' ve been able to neasure
the reductions of those retrofits.

CHAI RPERSON NI CHOLS: By literally netering the
electricity going into the building --

MS. WATERS: Exactly.

CHAlI RPERSON NI CHOLS: -- and doing a before and
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after conpari son.

MS. WATERS: And sinmilarly they have a
resi dential energy conservation ordi nance that requires
hones to retrofit their property at the tine of sale. So
they've actually seen community scal e reductions as a
result of that programover the last -- since 1985,

t hey' ve been able to nmeasure reductions fromthat program

CHAI RPERSON NI CHOLS: But | think a lot of cities
don't -- and other governnent entities don't even neter
their individual buildings, right? So how are we going
to -- how are we going to really get at the reductions
here? WMaybe this is beyond the scope of this
presentation.

BOARD MEMBER ROBERTS: | don't think there are
many. There may be some in Los Angeles, but it's very
rare to have governnent buildings that aren't netered.
They have to pay electricity just |ike everybody el se.

CHAlI RPERSON NI CHOLS: But the city has -- well,
"' mthinking about those that have their own nuni ci pal
utilities, | suppose, but --

BOARD MEMBER ROBERTS: There aren't that nany.

CHAI RPERSON NI CHOLS: -- for exanple, the
University of California, where | used to work, did not
have neters that woul d enabl e an individual building on

canpus to see how they were doing.
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BOARD MEMBER ROBERTS: | think if you check,
you're going to find the vast mgjority of cities neter all
their buildings. | can tell you every one of ours is
netered. And | can tell you the prograns that, prior to
any of this legislation, were started to drive those costs
down.

CHAI RPERSON NI CHOLS: Well, that's great. Then |
cone froma particularly backward part of the world.

(Laughter.)

EXECUTI VE OFFI CER GOLDSTENE: This is --

BOARD MEMBER ROBERTS: | didn't want to say it in
those terns.

(Laughter.)

CHAI RPERSON NI CHOLS: No, it's always good to
know where you stand.

EXECUTI VE OFFI CER GOLDSTENE: This is an issue
certainly with State facilities that we've cone across
also, with the Department of Corrections. They know t he
| oad going into a prison, but they don't have each
buil ding at the prison netered. So it is -- overall it is
an issue that we'll have to address.

BOARD MEMBER ROBERTS: |If you know the | oad going
in, you can neasure any changes.

CHAI RPERSON NI CHOLS: Okay. Sorry for the

i nterruption.
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MS. WATERS: Great. Thank you. No problem

--000- -

M5. WATERS: In particular, cities and counties
can help to neet the greenhouse gas em ssion reduction
potential of our Green Building Strategy. And estinmated
reduction of 26 nillion netric tons of carbon dioxide
equivalent is included in the dinmate Change Scoping Pl an

This estinmated reduction offers a conprehensive
approach for reducing greenhouse gas em ssions that
cross-cut multiple sectors, including energy, water,
waste, and transportation. G een buildings also offer
i ncreased public health benefits due to inproved indoor
air quality.

Exi sting building retrofit prograns inplenented
t hrough | ocal governments can help to achieve a
significant percentage of the 2020 target. And as |
nentioned previously, |local governnents are in a unique
position to fund existing building retrofit progranmns.

--000- -

M5. WATERS: Wth the passage of the American
Recovery and Rei nvestnent Act, California |oca
governments are receiving direct funding to inplenent
programnms that reduce energy usage. An estimated 36
billion is available nationw de that the U S. Departnent

of Energy will adm nister through conpetitive grants and
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ot her financing for energy and clinmate change rel ated
pr ogramns.

Over 300 million has already been allocated
directly to California | ocal governnments. About 50
mllion is available to small cities and counties through
a conpetitive grant program organized by the California
Energy Comm ssion. An additional 226 mllion is avail able
through the CEC s State Energy Program for energy
ef ficiency and renewabl e energy prograns.

--00o0- -

MS. WATERS: The Local Government Tool kit
provides a sunmary of financial resources available. It
al so provides recomendations to help cities and counties
spend federal stinulus funds. It recommends that cities
and counties use some of their energy efficiency and
conservation block grant funds to devel op conprehensive
climate action plans. Local governnents can al so apply
directly to the California Energy Conmi ssion for funding
to inplement existing building retrofit prograns.

These funds can be | everaged as cities and
counties establish innovative tax assessment districts,
where honeowners can obtain financing through the city or
county to retrofit homes.

The California success stories feature exanples

of how cities and counties have financed climte action.
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--000-- watt

MS. WATERS: And there are nmany cities and
counties with innovative ideas to reduce greenhouse gas
em ssions. The Tool kit provides a sumary of
conprehensi ve strategi es being inmplenmented as part of
climate action plans. It provides estinmates for
greenhouse gas reductions and cost savings. W're
partnering with the Institute for Local Governnent to
devel op detail ed case studi es that showcase successfu
green building, |and-use and transportation prograns.

Al t hough, there are nmany success stories to
feature in the Toolkit, and several cities and counties
represented by our board menbers, are actively pursuing
climate protection strategies, |I'll provide two exanples
of case studies available in the Tool kit.

--000- -

MS. WATERS: Riverside is participating in the
Depart ment of Conservation's Emerald City Pilot Program
The city has a climate conmtrment to reduce greenhouse gas
em ssi ons seven percent bel ow 1990 | evels by 2012. In
coordination with the Green Action Plan, the city has been
i npl enenting a green building policy, as well as a solar
rebate program and is on the path to achi eve 50 percent
renewabl e energy by 2013 to achi eve greenhouse gas

em ssi on reductions and other air quality benefits.
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--000- -

MS. WATERS: Sonoma county is taking a
county-w de approach to climte action, where no city is
| eft behind. They plan to reduce their greenhouse gas
em ssions to 25 percent bel ow 1990 |l evels by 2015. In
order to achieve these reductions, Sononma County is
focusing on Efficiency FIRST, setting an anbitious target
to retrofit 80 percent of homes and conmercial space, as
well as institute green building standards. Sonoma county
is creating the infrastructure to shift transportation
fromfossil fuel vehicles to transit, wal king, bicycling
and el ectric vehicles. One other key aspect of their plan
i ncl udes devel oping a | owcarbon electricity portfolio.

In many cases, the hurdle for cities and counties
to i npl ement these types of progranms is financing. Sononma
County is pursuing several financing options to pursue
their priorities, including establishnent of the first
county-wi de AB 811 tax assessnment district, Conmunity
Choi ce Aggregation, and Pay-As- You- Save.

--00o0- -

MS. WATERS: Now that |'ve shared several of the
maj or conponents of the Toolkit, I'd like to give a brief
overview on the distribution strategy. A key avenue wil |l
be working with our partners and stakehol ders to share the

Tool kit through existing networks. Staff regularly give
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Tool kit presentations at conferences and is willing to
nmake presentations for interested | ocal government. W're
al so working closely with ARB's O fice of Conmunications
to devel op a marketing strategy.
--00o0- -

M5. WATERS: G ven the Toolkit is a work in
progress, and we've received excellent public feedback, we
will continue to find ways to make the Tool kit nore
interactive and user friendly. There are a few conponents
proposed as future elements of the Tool kit, including
devel opnent of a decision support tool, that would allow
cities and counties to devel op custonized clinmate action
pl ans, a financial w zard that would nmake funding
opportunities easier to access, videos of case studies,
and peer networking forumfor cities and counties to
interact with one another and with residents and
busi nesses. A Cinate Leadership Recognition Programis
al so under devel opnent through a partnership with the
Institute for Local CGovernment, where cities and counties
woul d recei ve recognition for reduced em ssions.

In addition to the recognition program ARB and
Tool kit partners coul d organi ze a carbon footprint
chal | enge, where cities and counties of simlar size could
conpete to see who can reduce greenhouse gas em ssions in

t he nbst cost effective and sustai nabl e manner
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--000- -

MS. WATERS: Since the Board highlighted the
i ssue of establishing milestones for the Small Business
Tool kit, here are several proposed m | estones and neasures
of success for the Local Government Toolkit. Over the
next five years, our goal is to work with California |oca
governments through the air districts to adopt greenhouse
gas reduction targets consistent with the statew de
target.

ARB staff is developing a cormunity scal e
protocol, so that between 2010 and 2015, |ocal governnents
have nethodol ogi es to prepare baseline em ssions and track
reducti ons over tine.

As part of the Toolkit, we could develop a
climate cal cul ator for |ocal governments to neasure
em ssion inventories and reductions over tine.

--000- -

M5. WATERS: Wth the proper resources, tools and
gui dance, | ocal governnents can help ARB to achi eve the
goals of AB 32. As we nove forward, inplenmenting the
neasures of success, we plan to conduct research to
eval uate actual greenhouse gas reductions achieved from
muni ci pal buil dings and green homes, as a conparison to
the estimated reductions for community level clinmate

action planning purposes.
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Over tinme, ARB staff will continue to work with
| ocal governnments to refine, inprove and distribute the
Tool ki t.

Thank you for your attention. | would be glad to
answer any questions. But first, 1'd like to invite two
guest speakers to present to the Board.

Yvonne Hunter with the Institute for Loca
Government will unveil sone initial concepts for the
Climate Leadership Recognition Program

And follow ng Yvonne, Panama Bartholony with the
California Energy Conmi ssion will present an overvi ew of
the | atest guidance to cities and counties regarding the
federal stimulus funds.

Thank you

CHAlI RPERSON NI CHOLS: Thank you.

MS. HUNTER: Ckay.

Good norning, thank you for inviting ne.

(Thereupon an overhead presentati on was

Presented as follows.)

M5. HUNTER: |'m Yvonne Hunter. |'mthe program
director for the California Cimate Action Network, which
is a programof the Institute for Local Governnment. We
have had the distinct pleasure to partner with the ARB
staff working very closely with themand nmy conplinents to

you on your staff. |It's been a very, very productive
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Next slide, please.
--00o0- -

MS. HUNTER: Just really briefly about the
Institute. W were founded in 1955. And we are the
nonprofit research armof the League and CSAC, which neans
we have the ability, through our connections with the
| eague and CSAC, to reach out to all cities and counti es,
but also to hear back fromthem And we think that's very
i mportant, in a nunber of areas, but especially as it
relates to climte change.

Next, pl ease.

--000- -

MS. HUNTER: The California Climte Action
Network is about three years old. W provide resources,
best practices information to cities and counties. W
hel p cities and counties connect with each other and
others. And we are developing a way to recognize
acconpl i shnments to reduce greenhouse gas eni ssions. And
"Il get into that in a second.

Next slide, please.

--000- -

M5. HUNTER: We take a holistic approach to

| ooking at clinmate action at the local |evel. Dana

mentioned that we do have an activity going on. |It's part
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of a contract with the ARB to collect information on what
cities and counties are doing in four areas. W also are
doing a parallel activity with the Waste Board. And we're
able to conbine both activities and work nore efficiently.
The areas that we are collecting case stories on are
| and-use and community design, efficient transportation,
green buildings, comercial recycling - that's the Waste
Board conponent - and public engagenment, public
partici pation.

| have here actually about 40 -- we'll have 40
when we're done and when we add the ten fromthe Waste
Board case stories of what cities and counties are doing,
ranging fromvery large cities and counties to very small
And that will conplenent the case stories that your staff
has al ready devel oped.

We're al so about hal fway through putting together
a short publication on howto involve the public in your
city or counties climate action pl ans.

One of the key pieces of our programthough is to
recogni ze city and county activities to reduce greenhouse
gas em ssions. So the drumroll, please.

Next slide.

--00o0- -
MS. HUNTER: This is the formal unveiling. W're

no longer just calling it a Cinmate Leadership Recognition
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Program After extensive research and consultation
i ncluding consultation with the Board staff, we're calling
our programthe Beacon Award, Local Leadership Towards
Solving dimate Change.

And it is designed to encourage and pronote,
through a variety of ways, including a little conpetition,
cities and counties --

Next slide, please.

--000- -

M5. HUNTER: -- to take meaningful action and to
celebrate that activity to reduce greenhouse gas em ssions
and energy reductions in nunicipal operations and in the
conmuni ty.

We have three levels that we are proposing. And
we're prepared to add a 4th level, if it's appropriate.

Just to go back to the Chair's question about
tracking energy. |It's nmy understanding that nost cities
and counties are able to track their energy consunption.
They generally -- some of themare a little bit farther
al ong and nore sophisticated than others. Mny of them
are adapting or adopting energy managenent tracking
systenms. But this is sonething that they are doing in
concert and we've been in continuous consultation with the
investor on utilities and the nmunis on this, because there

is an energy reduction component. So that is absolutely
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very, very key.

Next slide, please.

--00o0- -

MS. HUNTER: The Beacon Award is designed, as |
said, to encourage voluntary action. W think it's going
to stinulate creativity at the local level and it is
consistent with the Board's -- the scoping plan, 15
percent voluntary reduction. W had hoped to launch it
|ast year. W are waiting for |ong-term stable funding.
And the primary fundi ng source has al ways been concei ved
of being the Public Utilities Comm ssion, public goods
charge. W are working very closely with the utilities.
Unfortunately, the PUC decided to delay the program one
year. So we're chonping at the bit on this.

Depending on howit's rolled out with the PUC, we
may begin to roll it out, focusing on agency operations
and then nove to the community as a whole. As | said,
we' ve been delighted at the partnership with the ARB.
We're working with your staff on a nunber of other things
and we | ook forward to briefing you agai n about the
recognition programand to continuing a good
col | abor ati on.

Thank you very much.

CHAI RPERSON NI CHOLS: Thank you. Wen you refer

to long-termstable funding, you're referring to support
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for the informati on aspects of the awards or actually for
the cities themsel ves or --

M5. HUNTER. No. Well, cities thenselves and
counti es obviously need additional funding. But for us to
admi ni ster support and market the program we're very
cautious, financially cautious. Once we roll the program
out, we want to be able -- we have a full marketing
program plan. W want to be able to support it, so that
we can help cities and counties nove ahead.

CHAlI RPERSON NI CHOLS: | understand. Thank you
for that clarification.

Ckay, Panana.

(Thereupon an overhead presentati on was

Presented as follows.)

MR, BARTHOLOW: Good norni ng, Madam Chair and
Board nenbers. Thank you for having me today. My nane is
Panama Bartholony. |'man advisor for Chairnman Karen
Dougl as over at the California Energy Comm ssion.

Chai rman Dougl as sends her regards and al so her regrets
that she wasn't table to join you this norning. She's at
a wor kshop today.

She did want me to bring the nessage that she
agrees with your scoping plan. That |ocal governnents are
absolutely a critical partner in achieving not only our

climate goals, but also our energy goals here in the State
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of California. And she wanted to congratul ate the Board
on the adoption and the creation of this new Toolkit. Not
only the product, but particularly the collaborative
effort that the staff went through to be able to devel op
this.

She wanted me to bring the nmessage that this is
absol utely a perfect exanple of good governnent at good
work. So thank you very much an congratul ations on this.

I've been asked by Ms. Papke-Waters to keep this
brief and by M. Scheible to not be cyni cal

(Laughter.)

MR, BARTHOLOWY: So taking away nmy two strong
points of ny presentation style --

(Laughter.)

MR, BARTHOLOW: -- | will endeavor on to briefly
cover the American Recovery and Rei nvestnent Act and how
it relates to | ocal governnent.

Next slide, please.

--000- -

MR. BARTHOLOWY: In total, about $800 billion in

fundi ng appropriations and tax relief, about $63 billion

of that goes for energy activities. This is the |argest

clean energy bill ever passed in the United States. And
it provides about $42 billion in direct appropriations and
about $21 billion in energy tax incentives.

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

64

Next slide

--000- -

MR, BARTHOLOW: W are very proud to have the
first recovery act website up in the State. Al though, we
seemto be the only one that actually cares about that
distinction. And you can follow along with all of the
di fferent prograns of the Recovery Act as it relates to
energy at that website, energy.ca.gov/recovery.

O the energy appropriations, 11 billion -- about
$11.3 billion are directly given to either State or |oca
governments in four different prograns. | will be briefly
covering two progranms, the State Energy Program and the
Energy Efficiency and Conservation Bl ock G ant Program
The other 2 progranms providing noney directly to State or
| ocal governments was the Hone Weat herization Program for
| ow-i ncone residents; and the Energy Efficient Appliance
Rebate Program where the Energy Conmission will be
recei ving around $30 mllion for energy efficient
appl i ance rebates.

These are the two prograns |'Il be covering
today: The State Energy Program funded at $3.1 billion
nationally. The Energy Conmission will be receiving $226
mllion and then the $3.2 billion Energy Efficiency and
Conservation Block Grant Program where |ocal governnents,

| arge | ocal governnents, in California will be receiving
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about $300 million and the Energy Commi ssion will be
receiving about $49 mllion

Next slide, please.

--000- -

MR. BARTHOLOW: The State Energy Programis a
| ongst andi ng program adm ni stered by the Departnent of
Energy giving noney down to the states through the State
energy offices. In California, that's the California
Energy Comm ssion. Here are the types of prograns that
can be funded under the State Energy Program | challenge
you to find nme a programthat could not be funded under
this program and what is allowed here. W are getting
$226 mllion. W have never received nore than $3 mllion
out of this programin the past. So we've asked the
CGovernor for 80 times nore staff as well, but I've yet to
recei ve an answer back on that.

Next slide, please.

--000- -

MR, BARTHOLOW: W are breaking the
i mpl enentation of this programup into two tiers. The
first tier that we are calling our quick-strike
opportunities. These are the prograns that through
greater administrative ease, we can i mediately inplenment.
And we're | ooking at fundi ng work-force devel opnent, to be

able to build up some -- particularly the building
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retrofit and the renewabl e energy work force in
California, a significant need, if we're going to have to
really change the building retrofit and renewabl e energy
markets in the state.

We are al so | ooking at an opportunity to fulfill
one of the scoping plan's neasures on retrofitting State
buil dings as well, creating a revolving |loan fund for
energy efficiency retrofits of State buildings. And then
a significant investnent in |ocal governnent building,
muni ci pal building retrofit prograns, expandi ng upon our
al ready successful program and putting a significant
amount of resources into a revolving loan fund for |oca
government building retrofits.

Next slide.

--00o0- -

MR, BARTHOLOW: The second tier of the funding,
really where the majority of our funding will be going, is
into what are probably going to be conpetitive prograns,
that we're going to have to spend a bit longer in
devel oping. These will be rolling out nmore towards the
fall and winter tinmefranme. Right nowin California, we
al ready invest about a billion dollars a year into energy
efficiency retrofits for buildings through the
i nvestor-owned utility energy efficiency prograns.

Yet, we still have a very weak and fragile
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building retrofit industry here. $226 mllion in that
light is not a lot of noney. What is nice about this
noney is that we actually have quite a bit of flexibility
in how we spend it. And so what we were | ooking at is how
can we spend this money to go after transformationa
prograns that allow us to better |leverage that billion
dollars a year we already invest by going after sone of
the major market barriers in California with these funds.

We think in particular one of those major narket
barriers is the elegant financing systens. M.
Papke-Waters covered AB 811-type financing districts. And
we are | ooking at supporting |ocal governments and
devel opi ng these for building retrofits and cl ean-energy
retrofits out into the future.

Next slide, please.

--000- -

MR BARTHOLOWY: Here is our timeline for
i mpl enentation of the State Energy Program | think the
really inportant thing for you to know is that between now
and July, we are devel oping the guidelines for this
program W anticipate the first group of funding to go
out around Septenber 2009. Al of our npney nust be
encunbered, in other words, out of the Energy Conmi ssion's
hands by Septenber 30th, 2010 and be fully drawn down,

meani ng |ights and PV panels in and on buil dings by Apri
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1st 2012.
Next slide, please.
--00o0- -

MR, BARTHOLOW: The second program|'l|l cover is
the Energy Efficiency and Conservation Bl ock G ant
Program It was funded at $3.2 billion nationally.

Al most 70 percent of this noney goes directly to |arge

| ocal governments. Those cities over 30,000 and those
counti es over 200,000 popul ation. The odd thing here is
that the Department of Energy cal cul ates the popul ati on of
counties after you take out the large cities fromthat
popul ati on base.

So, for instance, Supervisor Yeager, | believe,
for the first time in his term is now overseeing what is
considered a small county under this program And so the
smal | counties or small cities and counties that fal
under these popul ati on thresholds will be applying to the
California Energy Conmi ssion for us running a grant
program of about alnpbst $50 million. W are going through
t he gui del i ne devel opment of that programright now.

The larger cities and counties are applying
directly to the Departnent of Energy for their funding and
about $302 million are coming in to those large cities and
counti es.

Next slide, please.
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--000- -

MR, BARTHOLOW: This funding for both | arge and
small cities and counties can be spent in these three
general areas. Again, | challenge you to show ne an
energy or climate related project that woul d not be
eligible under this criteria. This is everything from
climate planning, to a transportation program to a hone
retrofit program basically anything that a nayor, a
supervisor, a city council nenmber wants to inplenent that
has anything to do with energy or climte could be
i npl enented here. Wat we are hearing fromloca
governments is right know anecdotally, a significant
amount of this nobney seens to be goi ng towards munici pa
building retrofit prograns.

Next slide, please.

--000- -

MR, BARTHOLOW: Here's our schedule for -- and
as well as the local governments schedule. All of our
applications are due to the Departnent of Energy by June
25th. DCE will take sonmewhere between 60 to 120 days to
approve these applications. W are currently devel opi ng
the guidelines, so that by the time the noney hits the
Energy Commi ssion we'll be able to quickly get it out.

The first round of funding going to large cities

and counties is in Septenmber or Cctober timeframe. One of
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the real conplications for the Energy Comm ssion is the
$50 million that we'll be administering for snall cities
and counties in California. And there's about 340
jurisdictions that neet those threshol ds.

We nust encumnber those funds within 180 days
after receipt of those funds fromthe Departnent of
Energy. So it will be a real challenge running a
conpetitive grant program which we have never run before
in getting that noney out the door quickly.

Next slide, please.

--000- -

MR, BARTHOLOWY: Just briefly nmention sone of the
ot her significant progranms under the Recovery Act that
| ocal governnents are eligible for, are targeted for |oca
governments. The C ean Renewal Energy Bonds Programis a
| ong-standing programat the U S. Treasury. The Qualified
Ener gy Conversation Bond Programis a very new one. Those
two programs basically offer zero interest |oans for |oca
governments that want to nake energy efficiency or
renewabl e energy retrofits. And then |I think you're
pretty famliar, probably here at the Board, with the
Clean Cities and the Electric Drive Vehicle prograns.

Again, | welconme you to join our fund over at the
Ener gy Comm ssion by signing up on our |ist serve on our

websi t e.

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

71

Next slide.

--000- -

MR, BARTHOLOW: And |'d be happy to answer any
guesti ons you have about these or any other prograns.

CHAI RPERSON NI CHOLS:  Wwell, first of all, thanks
very much for com ng over and hel ping us to have a sense
of how all these various efforts can be integrated with
each other. Because | do think that the Tool kit that the
ARB staff is working on, although it's obviously ainmed
nore at the front-end stages of planning, is going to be
hel pful for people to figure out how to docunent savings
and to prioritize prograns. | think in the early stages
of excitenent about climte, there was a tendency for
people to kind of runoff in all directions at once and to
be perhaps lured into projects that m ght or mght not be
the ones that would actually achieve the nost, in terns of
gr eenhouse gas emi ssions reductions.

And with this new infusion of funds, but also al
t he docunentation that's going to be called for, | think
there's some discipline being put into the systemhere as
well that will be very helpful to us as well as to you in
tracki ng what kinds of benefits we're really going to get
fromthese prograns. | nean, not to danmpen enthusiasm for
any energy efficiency or renewabl e technol ogi es, but just

to say that sonetimes when there are too many choi ces,
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there really are no changes and peopl e becone paral yzed.
And so | think we're beginning to see sonme sort of shaking
out of sone of the projects that people can do and
focusing on things that will really help. And I think
it's terrific that the Energy Commission is nowin a
position to step up to really play a significant role in
hel pi ng that to happen

So we do have a couple of w tnesses. Mybe we
can hear fromthem and then nove into any Board di scussion
bef ore we actually approve the Tool kit.

So we have 2 witness, Lisa Trankley and M chae

Schmitz.

Li sa, yes, there you are.

MS. TRANKLEY: Good norni ng.

CHAI RPERSON NI CHOLS: Is it on?

MS. TRANKLEY: Good norni ng.

My nane is Lisa Trankley. |I'mfromthe Attorney
CGeneral's office. |'mone of the attorneys who hel ps

| ocal governments address clinmate change in their CEQA
docunents.

Over the last couple of years, we've seen a
significant transformation in the way | ocal governnents
are approaching climte change. The vast majority have
now accepted the fact that they have to anal yze and

mtigate greenhouse gas em ssions under CEQA and AB 32.
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Many of them as Dana was tal king about, are drafting and
i npl enenting climate action plans. Your website
Cool California with the Local Governnent Toolkit and its
climate action plan tenplate and assistance is a great
resource for them

For the nobst part, the |ocal governnents are
really trying to do a good job with their climte action
pl ans. Unfortunately however, while their anbitions have
grown, their budgets have shrunk. They're in dire need,
it goes without saying, of any financial assistance that
they can access. And at the sane tinme that they need this
noney, they're losing so many staff, that the renmining
peopl e who are still there, don't have a lot of tine to do
research to figure out what noney is available for what
types of projects.

And this is where the Cool California website, |
think, really is of great assistance. One of the upgrades
that Ms. Papke-Waters nentioned is the addition of a too
called the Financial Wzard. And with that tool, |oca
governments would be able to plug in information about
what projects they want to fund and then be directed to
sources and application information, et cetera.

This would allow themto strategically plan the
financing of various projects and apply for the funds that

t hey desperately need without wasting a lot of time trying
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to figure out the process. Even from M. Bartholony's
brief presentation, you can tell this is a really
conplicated area trying to figure out what kind of nobney
is available for what kind of projects and what ki nd of
deadl i nes you have to neet.

So to the extent that the Cool California website
can assist |local governnents even nore in figuring this
out, we think it would be a great help

W' ve assisted | ocal governnents ourselves with
some funding information, because we think it's critica
that they get all the help that they can. But your
website is really the authoritative source for clinmate
change action for |ocal governnent. You' ve done a great
job and we support you doi ng even nore.

Thank you very much.

CHAI RPERSON NI CHOLS: Thank you for that.

Can | just ask a question, are we going to
provide links at least fromour website to the CEC? W do
al ready, good. Excellent.

M. Schmtz

MR, SCHM TZ: Good norning, Chair Nichols,
nmenbers of the Board. M nane is Mchael Schmtz. |I'm
the new California director of |ICLEl, Local Governnents
for Sustainability.

In the interests of time, I'Il just touch on a
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coupl e reasons we believe that this Tool kit has the
potential to be a national nodel for assisting cities in
their efforts to reduce GHG em ssions and realize critica
energy cost savings.

Local governments face significant resource
rel ated challenges in achieving their climte protection
goals. The array of add-value self-help tools and
strategi es avail able through the Tool kit hel p address
t hese key chal | enges.

Many organi zati ons and advocates are devel opi ng
useful tools and strategies for tackling clinmte change,
but lack the ability to connect with end users. The
Tool kit platform connects these providers with the
localities so desperately in need of solutions on a
one-stop shop platform

Coordi nati on and col | aborati on anong
jurisdictions is vital to advancing clinate protection
work. The Tool kit provides forms for all agencies and
organi zati ons working to support |ocal governnents to
conmuni cate, coordinate, share tools, resources and
or gani ze.

The chal l enges facing cities will continue to
change. The Toolkit platformis dynam c and flexible,
allowing for growth and the ability to further devel op and

respond to energi ng needs, like the devel opment of
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regi onal tools and strategies.

| just wanted to underscore how i nportant this
project is in advancing the work of |ocal jurisdictions,
in the face of continuing econom ¢ and budgetary
difficulties. As a result of the forward-thinking
approach of the State to devel op the Tool kit and nake sure
it gets rolled out, the critical efforts of cities across
the State will continue to nove forward

Thank you for your time. And we look forward to
continuing to work with the Board and the other State
Agenci es on this very inmportant project.

CHAI RPERSON NI CHOLS: Well, thank you and wel cone
to your new position. | look forward to working with you.

Al right. That concludes ny |ist of wtnesses.
And now back to the Board. The staff has asked us to
formally endorse this project, this tool. So I'd like a
noti on.

BOARD MEMBER TELLES: Can | ask a question

CHAI RPERSON NI CHOLS:  You may.

Questions are allowed first.

BOARD MEMBER TELLES: To M. Barthol ony.

I's that your real nane?

(Laughter.)

MR, BARTHOLOW: | actually change it for each

Board | testify in front of.
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(Laughter.)

BOARD MEMBER TELLES: Just for ny own
edi fication, how do you prioritize how you' re going to
give out $256 mllion?

MR, BARTHOLOW: That's an excell ent questi on.
Ri ght now, our guideline devel opnment process is focusing
particularly on that. As | said, it's not a |ot of nobney
in the context of what we already invest in California.
And there's a great need out there, not only need for the
i ndustry, but al so need anmong | ocal governments for staff
assi stance and funding as well.

So there's a nunber of different criteria we're
currently considering, things such as economcally
di sadvant aged communi ti es, high unenpl oynent areas, areas
af fected by environmental -- different environnental
problens. But there's a nunber of different criteria
we're currently looking at. It's going to be an issue on
our State Energy Program but it's going to be a
significant issue on our Energy Efficiency and
Conservation Block Grant Program Wth 340 eligible
entities and only $50 million, we're going to have to have
a very robust and transparent process for deciding between
applicants.

BOARD MEMBER TELLES: Yeah. You're already

getting at what |'m suggesting is that the highest
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priority would be to -- | would suggest would be to
lowincone fanmilies to retrofit their hones, because
they're going to be the ones that are going to be hit the
hardest by this. But it sounds |ike your organization or
your board is already | ooking at that.

MR, BARTHOLOW: W are considering that for --
it meets with California policies as well as sone of the
policies given to us through the Recovery Act. The two
primary policies, the first one was to create and preserve
jobs. And the second one was to hel p individuals npst
heavily inmpacted by the recession. So that is directly in
line with what you're suggesti ng.

CHAlI RPERSON NI CHOLS: Additional questions?

Deedee.

BOARD MEMBER D ADAMO.  Well, just in followup to
that. What about technical assistance, because there are
certainly sone communities that are just overwhelned with
a nunber of other issues, much | ess, you know, trying to
figure out how to apply for another grant program

And secondly, matching funds, what's -- can you

just quickly walk through the various prograns in terns of

what the requirenents will be for matching funds?
MR. BARTHOLOW: Absolutely. | can't get into
too nmuch detail, as we haven't devel oped those gui delines

yet. And | would hate to m sl ead you about anything that
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m ght be not developed fully until the end of July, which
amazingly is actually far away, even in the context of
gui del i ne devel opnent.

As it relates to technical assistance, we are
| ooki ng at whether or not we can use sone of this funding
to offer technical assistance. It presents a real tension
in California, where you have sone | eadership comunities
and then some comunities that are very new to energy
efficiency and climate planning. And you'd hate to see
all of the noney just going to the | eaders, when so many
ot her communities need sone of these helps with their
first steps. And so we are considering | ooking at
opportunities to providing up-front technical assistance
funds to be able to apply for sone of these activities.

Wth our currently existing retrofit program for
nmuni ci pal buil dings, we actually pay for an auditor to go
out to local governments and do the audit and work with
| ocal governments and help them subnmit an application to
us.

So one of our prograns can already actually help
with that. The other way to get around sone of the
techni cal assistance problens and to deal with such a w de
variety of applicants with such a small anmount of noney is
we are | ooking at encouraging regional partnerships. And

so you don't just have individual cities or counties
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conpeting with each other within the same region for
simlar goals, but having actually teamup and then bring
about real economies of scale. And this can also help
wi th your second point, which is providing matching funds
of some significance to be able to conpete with other
regi ons as well.

Mat chi ng funds is probably going to be one of the
criteria that we're going to heavily consider in both the
State Energy Programas well as the Energy Efficiency and
Conservation Bl ock Grant Program how nuch noney and
resources applicants can bring to the table.

BOARD MEMBER D ADAMO.  And | just follow up with
what Dr. Telles said about communities that are in need.
Just a suggestion, that you bring down those matching
funds requirements close to zero with regards to
conmunities that are in need, because they're just not
going to be able to cone up with the matching funds in
many i nstances.

And then lastly, a question on the financing
districts. |I'mnot familiar with AB 811. Wuld there be
an incentive for comunities that, you know, maybe they're
not up to speed just yet, in terns of their know edge base
on climte change issues and requirenents. And then also
with regard to chall enges on coming up with matching

funds, what incentive would there be for those communities
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to enter into financing district agreenments?

MR, BARTHOLOWY: Sure. So just very briefly,
Assenbly Bill 811 was passed last year. And it allows
local jurisdictions to set up financing districts so |oca
jurisdictions can provide financing for individua
honeowners or commrercial building owers to be able to
nmake energy efficiency renewable energy retrofits on their
bui I di ngs.

And the beauty of what is allowed under this bil
is that the obligation to repay that debt acts as a lien
agai nst the property. And that obligation is repaid
t hrough property taxes to the local governnment and to the
counties. And so one of the major market barriers in the
past particularly for home owners, where in California we
only stay in our homes on average about seven years, is
you don't want to take on 25/30 year debt obligation when
you know you're going to be flipping your house in seven
years, maybe now probably nore like 15 years. And you
don't want to take on that obligation in dealing with
trying to transfer that to the new owner. This
I egislation allows the obligation as well as the benefits
of that debt to be carried on to the new owner of that
property.

Ri ght now, there is a veritable wildfire of

activity around financing districts in California. Each
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of the nmjor nmetropolitan areas, Sacranento, the bay area,
San Diego and L. A, are already collaborating on putting
t oget her county and regi on-wi de financing districts. And
we' re | ooking at providing funding that can help them set
up the progranmati c background of these programs, not so
much the financing thensel ves, but the noney to be able to
set up the prograns for this.

CHAI RPERSON NI CHOLS: If | could interject
t hough, there is an issue about places where there's a |ot
of property that's in foreclosure, and how you deal with
properties that are actually owned by the banks. The
agencies that originally paid on the nortgage -- and this
is one of the obstacles or one of the barriers that |
think is going to need to be overcone to help sone of the
conmunities that you' re particularly asking about.

| mean, | just -- | want to say, and this is a
real conplinment to the Energy Conmmission. | think the
Conmi ssioners have really plunged in to sort of assessing
what the barriers and obstacles to getting this noney out
the door efficiently are going to be, and are preparing to
utilize whatever resources they can put to bear on this,
internms of their staff, support to actually do the kind
of hands-on assistance that's going to be needed to
devel op really good funding proposals, so that California,

as a whole, can do well in the national conpetition for
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how t hese nonies are going to get spent as well.
Thanks.

Addi ti onal questions?

Yes.
BOARD MEMBER YEAGER: | know when it comes to
| ocal government, I'mtrying not to be full of too nmuch

doom and gl oom But just reading this norning' s paper, it

was a step backwards for me in nmy fight. | guess, |I'm
trying to -- it's sort of maybe a general question. But |
worry that we're still sort of caught in these two worlds

that we're in, where governnent was on the cliff and now
it's at the bottomof the cliff.

And | -- you know, |ocal governnents,
particularly counties, are going to be -- have the hard
difficulty of deciding are you going to provide health
care for lowincone children or are you going to spend
funds in your planning departrment on climate control. And
it's going to be difficult. And I'mjust sort of
wondering what flexibility is sort of out there, and sone
of my board nenmbers had nentioned this, of -- are sone of
these funds going to be able to actually pay for ful
personnel costs, issues about no matching grants, because
there really may not be any noney left at all

And, you know, again going back to counties, and

| know it's going to be the same for cities, when it cones
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to general funds, it's going to be trying to back-fill all
the State prograns that were just devastated. And cities
are going to say all right, do we close a fire house or do
we, you know, pay for sone of this other stuff?

So I'mjust trying to figure out how -- and that
wor |l d hasn't happened yet, but it's comng. And so how do
we sort of coordinate this and what is coming? And | know
that -- and | think it's sonething that we're going to
need to track. One of your slides, Slide 4, tal ked about
all of the resources that are -- that exist at the |ocal
level. But it will be interesting to see in the next six
nont hs how many of those resources still exist, and
whet her these kind of prograns are going to be the very
first things that cities and counties are going to cut.
And then how do we sort of respond, what help can we still
provide for those jurisdictions that just no | onger can do
this?

MR, BARTHOLOWY: |'Il just respond briefly to the
part directed towards ne.

Absol utely, under both the State Energy Program
and the Energy Efficiency and Conservation Bl ock G ant
Program programmatic costs, such as staff costs, are
eligible and | assume will be eligible under how we
i npl enent these prograns, particularly the Energy

Ef fi ci ency and Conservation Block Gant Program This is
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a programthat for the last three to five years the U. S
Conference of Mayors has been pushing hard to inpl enent
for exactly these sorts of prograns, being able to have
staff on hand within mayor's offices, within planning
departments to be able to inplement programs. So
absolutely eligible for that.

For the State Energy Program we're al so under
additional criteria though to actually have energy
reduction. And so, as nuch energy, as nuch noney as we
spend on staff, the staff has to then translate into
actual energy reduced. So it can't just be staff

necessarily to do planning, but also staff to do planning

that will result in real emissions as well as energy
reduction. But, yes, | would inmagine that staff costs
will be eligible under both prograns.

CHAI RPERSON NI CHOLS: Ms. Hunter.

MS. HUNTER: You raised an absolutely crucia
point. And one of the key nmessages that we've been giving
to cities and counties, and frankly at the CSAC institute
that | participated in about a nmonth ago, is virtually al
the activities involved in reduci ng greenhouse gas
em ssi ons have co-benefits, reducing energy use and
t heref ore savi ngs, reducing resource conservation
efficient communities, |and-use, community design, water

conservation, all of those are the kinds of activities
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doi ng that pronmpte good pl anni ng and good government.

We're now | ooki ng at these under the unbrella of
climate change, so you get the extra added benefit of
reduci ng greenhouse gas em ssions. But many of the
activities that do result in reduced greenhouse gas
em ssions are -- have many ot her benefits as well

And so we're encouraging cities and counties to
ook at it froma broader perspective rather than just a
narr ow one.

CHAI RPERSON NI CHOLS: Thank you. Additiona
guesti ons?

Yes.

BOARD MEMBER SPERLING | do want to say |'mvery

delighted, pleased to see all of this collaboration and
interaction and activity, you know, in the Energy
Conmi ssion, Attorney General's Ofice, League of Cities,
ICLEI. It's all wonderful.

| have one question and one comment. And, you
know, after being on the Board here for over two and a
hal f years, I'mstarting to think |ike a regulator, and
it's a scary thought.

BOARD MEMBER BALMES: Very scary.

(Laughter.)

CHAI RPERSON NI CHOLS: It was the job you were
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appoi nted to do, however.

(Laughter.)

BOARD MEMBER SPERLI NG  And, therefore, carrying
out ny responsibilities.

Al'l this talk about tool kits and research to
understand -- to eval uate greenhouse gas inpacts, em ssion
calculators, is good. It's great. It's noving in the
right direction. But where |I think Chairman N chols was
goi ng, she was tal king about tracking em ssions in energy
use. But actually as we |look at SB 375, as we | ook at
actual ly devel oping formal prograns for reducing
greenhouse gases, especially at the local netropolitan
level, we're going to need, you know, better than rules of
thunb. We're going to need actual npdels, actual nodels
that we can use for regul atory purposes.

And |'m wondering, is that -- you know, | didn't
really hear that explicitly. But is that the next step?
Are we noving in that direction? Because, you know, the
next step of SB 375 is saying, "Okay, regions, you know,
you're going to reduce em ssions." But the cities and
counti es need to know what they can do and how nuch i npact
there will be fromthose actions. And then there has to
be sone process for managing all of this. And, you know,
this is the newworld we're going into. And are we

keeping up with the tools and capabilities? Are we
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preparing for that day?

DEPUTY EXECUTI VE OFFI CER TERRY: There's a couple
of quick coments. Wth respect to SB 375 and the
advi sory commttee process, | think there's been a | ot of
t hought going into, as we -- as they develop the
net hodol ogy recomrendati ons, that the issue of tools and
the pragmatic issues that are raised by tracking are going
to be part of the report back fromthe RTAC, at |east
that's our expectation the way things are going. And
certainly as staff of the Board, we are putting some
thought into that; and in our role as providing support to
the RTAC, we're going to be bringing ideas to the fore.

The other -- obviously the overlap of the
transportation-related focus of SB 375 and our previous
work on the community -- the | ocal government protoco
that we brought to the Board several nonths ago, we have
been putting sone thought into trying to develop an online
service for | ocal governnents, where they could -- simlar
to what you're hearing today, but nore specifically
designed to be emissions tracking. And so that's an idea
we have and we're working on. And so we'd be happy to

keep the Board updated on the progress on that

BOARD MEMBER SPERLING Well, | don't -- | would
not expect the RTAC -- |'ve been follow ng and
participating. | don't expect that they're going to cone
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up with the kinds of insights and specific -- you know,
they're certainly not going to develop anything. And they
m ght conme up with recomendati ons about what to do. So |
guess | would just suggest that this becone a -- nove this
up the priority list of things that the Air Board think
about, staff, and work with ICLEI. And, you know, | don't
know exactly how this would happen, but it's nore than
tracki ng.

It has to be nore than tracking, because cities
and counties have to know that if they do sonething, this
woul d be the effect. And because we're going to be
tal ki ng about revenue streans - you know, going back to
some of these questions about, you know, how are they
going to be able to afford it - there are going to be
revenue streans. Qherwise, it's not going to work. So
we know there's going to be incentives and revenue
st reans.

And so, you know, when you start talking about
real noney and you start talking about real enforcenent
and so on, we're going to need tools that we don't have.

CHAI RPERSON NI CHOLS: Real nmeasurenent.

Q her comments? Yes.

BOARD MEMBER ROBERTS: Do we have public
testimony?

CHAI RPERSON NI CHOLS: Pardon ne?
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BOARD MEMBER ROBERTS: |Is there public testinony?

CHAlI RPERSON NI CHOLS: No, we've already heard
fromthe public. W're ready to nove on this item as soon
as the Board is ready to nove.

BOARD MEMBER ROBERTS: | will be very brief.

It's actually conforting to hear sone of the
concern about how is | ocal governnent going to pay for
these things. |If you recall, at the very earliest
hearings of AB 32, | voiced this concern. And | think the
Tool kit is a very positive step in helping | oca
government. It leaves a |lot of things to be done, but |
think it's a very positive step.

| guess | have two concerns. And ny hope is that
with all this noney spent, there's actually sonmething to
show for it at the end. And while |ocal government at any
| evel probably is going to be struggling a little bit, it
just seens to ne that you need to have caps on over heads,
because projects can have a | ot of overhead and very
little result and you shoul d be thinking about that.

W' ve seen at the federal level a lot of stimulus
noney that doesn't stinmulate anything. 1'd hate to see
that be the |l egacy here in California if we're -- we're
going to get a lot of nobney to create a vastly inproved
environnent, and we ought to nake sure that that happens,

that we don't have just a lot of people sitting around
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doi ng planning of projects and things. And | hope it's
successful. [1'Il continue to say that, yeah, loca
government has concerns. You know, |'mvery cognizant of
that, to say the least, with the changes that are com ng
and the choices that we're going to have to make.

But this is an inportant -- very, very inportant
stuff, and I know that San Di ego County is going to
continue to pursue dollars, you know, the actual dollars
for projects, which is nore inportant even than the staff
or us and to get things done.

CHAI RPERSON NI CHOLS: | woul d never | ook gift
noney in the nouth. But | do want to underscore sonething
that Panama said earlier, which is that in the context of
California, this is not actually that nuch noney --

BOARD MEMBER ROBERTS: No, it's not.

CHAI RPERSON NI CHOLS: -- in proportion either to
what we're already spending or certainly in proportion to
the need. So while it's really inmportant that we use it
wel | and that we get as nuch as we can for the right
things, | don't want to overprom se what we -- what the
results are that we think are going to be acconplished as
a result of these funds, because | think we're going to
find that it will be somewhat nodest. But hopefully it
will all be leveraging other nobney and be supporting ot her

goal s as well.
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Al right. I'mgoing to call a halt to this at
this point and ask for a resolution of support.

Ms. D Adano.

BOARD MEMBER D ADAMO.  So noved.

BOARD MEMBER YEAGER:  Second.

CHAI RPERSON NI CHOLS: Al in favor say aye,
pl ease?

(Ayes.)

CHAI RPERSON NI CHOLS: Opposed?

Thank you.

We are going to be taking a lunch break today,
and we do have an executive session schedul ed over |unch
This is just for people's future planning purposes. |
hope we can do the on-board diagnostic item before |unch

WIIl that work?

W need a break.

Let's take a ten-minute break and then cone back.

Thank you.

(Thereupon a recess was taken.)

CHAlI RPERSON NI CHOLS: Ckay. W're going to get
started. And the others are going to make their way in
They can still hear us when they're in the back room

So this next agenda item concerns anendments to
the ARB's On-Board Di agnostic Systemrequirenents, known

as OBD Il for light-duty and medi um duty vehicles and
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heavy-duty OBD for heavy-duty engi nes and vehi cl es.

The Low Eni ssion Vehicle Programrequires
California's light-duty and nedi umduty vehicles to neet
very stringent em ssion standards. The emi ssion standards
for heavy-duty vehicles al so becanme nore stringent during
t he 2007 t hrough 2010 nodel year. Qur On-Board Di agnostic
Programis inportant, because it ensures that engines neet
these standards in use and remain clean for their entire
life.

Basically, you could look at this as sort of an
on-board ki nd of inspection and mai nt enance programthat
gives information directly at the |level of the vehicle.

VWhen eni ssion problens are detected, drivers are
alerted by a warning light, and repair technicians can
access diagnostic information to identify the nature of
the problem Qur Board regularly receives updates on the
progress of the OBD regul ati ons, including the one that
we're going to be hearing today.

M. Col dstene, would you please introduce this
item

EXECUTI VE OFFI CER GOLDSTENE: Thank you, Chairman
Ni chol s.

As directed by the Board, staff has been
eval uati ng manufactures' progress in designing and

i mpl enenting heavy-duty OBD systems for initia
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i mpl enentation in the 2010 nodel vyear

Si nce the heavy-duty OBD regul ati on was adopt ed
in 2005, staff has identified several changes that need to
be made. Mdst of the nodifications are related to the
noni toring requirenents for diesel vehicles.

Staff is also proposing to update the nedi umduty
diesel OBD Il requirenments in this rule-making to be
consi stent with our proposed changes to the heavy-duty OBD
regul ation.

The proposed anendnments woul d al so update
exi sting gasoline nmonitoring requirenents and ot her
provisions in both regulations. Staff also devel oped a
set of enforcenent requirenments specifically for
heavy-duty OBD conpliance issues.

"Il now turn the presentation over to M. M ke
McCart hy of the Mobile Source Control Division, who wll
provide you with a sunmary of the proposal and present
staff's recomendati ons.

M. MCart hy.

(Thereupon an overhead presentati on was

Presented as follows.)

ADVANCED ENG NEERI NG SECTI ON MANAGER M:CARTHY:

Thank you, M. Col dstene.

Good norning, Chairman Nichols and nenbers of the

Board. |'mhere today to present a proposal to anend our
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on-board di agnostic regul ations.
--000- -

ADVANCED ENGQ NEERI NG SECTI ON MANAGER McCARTHY: |
will start today's presentation by providing sone
background on the On-Board Di agnhostic, or OBD, Program
before giving you a brief overview of the proposed changes
to the existing regulations and a proposal for a new
enf orcenent regul ation.

--000- -

ADVANCED ENGQ NEERI NG SECTI ON MANAGER Mt CARTHY:

The OBD systemis conprised nostly of software in
t he vehi cl es on-board conputer and it uses existing
sensors on the vehicle to nonitor the various enission
controls.

VWhen a component or system being nonitored has
been determ ned to be mal functioning, a warning light is
illum nated on the vehicle instrunent panel
Additionally, information about the mal function and the
driving conditions at the tine the fault was detected can
be downl oaded fromthe vehicle using a standardized
hand- hel d scan t ool

We currently have two OBD regulations. One is
known as OBD Il and is already in place on all 1996 and
subsequent |ight- and nedi umduty vehicles such as

passenger cars and trucks.
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i ne-haul trucks, urban buses, and delivery vehicles.
2010 nodel year will mark the launch of the first
heavy-duty OBD- conpliant engines.

VWil e we are proposing changes to both
regul ati ons today, the changes will prinmarily affect the
heavy-duty OBD regul ation.

--000- -

ADVANCED ENGQ NEERI NG SECTI ON MANAGER Mt CARTHY:

Today, there are over 130 mllion cars in the
US wth OBDII systems, which is over 50 percent of al
cars on the roads. This nunber includes all cars in the
U S. because virtually all manufacturers design and
certify their vehicles to the nore stringent California
requirenents in lieu of the U S. EPA requirenents.

There are 25 states in the U S. currently using
OBD as part of their vehicle inspection and maintenance
prograns, including California. There are nearly 18,000
Smog Check OBD inspections per day in California alone.

And, as | nentioned, the first heavy-duty OBD
systens are about to hit the road next year

--000- -
ADVANCED ENG NEERI NG SECTI ON MANAGER McCARTHY:

| mpl ement ati on and i nprovenents are needed for
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the OBD regul ations to keep up with new vehicle
technol ogi es, to incorporate technician input, and to
close the loop fromlessons | earned during the tine of
certification.

Bi enni al reviews, such as today's, and the
proposed changes from such reviews ensure that the OBD
regul ations renmain relevant to current vehicle technol ogy
and that the OBD systens are robustly detecting
mal functions in use. And for heavy-duty OBD, today's
review reflects the first review since the regul ati on was
adopted in 2005.

--000- -

ADVANCED ENGQ NEERI NG SECTI ON MANAGER Mt CARTHY:

Work began on this regulatory update in 2007.
Staff had nunerous nmeetings with the affected industry,
which is primarily the heavy-duty engi ne nmanufacturers,
their association, and some suppliers to the heavy-duty
manuf acturers. A public workshop was held | ast Cctober
and draft regulatory changes were nmade avail able at that
tinme.

A draft of the new enforcenent regul ation that
we' Il be discussing today was rel eased | ast Decenber, and
staff has had several follow up discussions with the
engi ne nanufacturers, both individually and as a whole, to

refine the proposed anendnents.
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The primary stakehol ders affected by OBD
regul ati ons include engine and vehicl e manufacturers and
their associations, such as EMA, AAM and AIAM Vehicle
owners and repair technicians are also affected in that
the OBD systemalerts themto the presence of a fault and
provides information for repair technicians to di agnose
and fix those faults.

--00o0- -

ADVANCED ENG NEERI NG SECTI ON MANAGER McCARTHY: |
wi Il now provide a brief overview of the proposed
amendnents to the existing OBD regul ati ons.

--000- -

ADVANCED ENGQ NEERI NG SECTI ON MANAGER Mt CARTHY:

To put sone of today's proposed anmendnents in
context, this slide provides an exanple of a typica
di esel emi ssion control system for the 2010 nodel year
Conpared to just a few years ago, these systens have
become i ncreasingly conplex and include the addition of
several new em ssion controls. A few key conponents to
poi nt out would be the diesel particulate filter in the
exhaust, which was newy inplenented with the 2007 nodel
year and is the prinmary control for PM enissions.

New for the 2010 nodel year and also in the
exhaust is a selective catalytic reduction, or SCR, system

that injects urea into the exhaust to provide high | evels
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of NOx reduction in the catal yst.

Most al so have an oxi dation catalyst in the
exhaust to hel p reduce hydrocarbon and PM em ssi ons as
wel | as pronote proper operation of the filter and the SCR
cat al yst.

Toget her these three conponents nake up what is
conmmonly called the aftertreatnent for the engine
em ssi ons.

But it is also inportant to note that these
engi nes and systens al so have a trenmendous nunber of other
conponents for em ssion control, including exhaust gas
recircul ation and sensors for tenperature, pressure,
air/fuel ratio and NOx concentrations.

The interaction of all these em ssion controls
provides a significant challenge to the industry for
design and calibration, especially when you consider that
these engines will often operate for a mllion mles or
nore before they are retired.

--000- -

ADVANCED ENG NEERI NG SECTI ON MANAGER M:CARTHY:

Now, on to today's proposed anendrments. Mbst of
today's changes are to the heavy-duty OBD regul ati on and
primarily concern di esel engines, the dom nant technol ogy
in that weight class. They include a laundry list of

smal | er anendrments that | won't be covering but that you
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woul d typically expect during a review, including
clarifications to existing requirenments, noderate del ays
or changes in lead time to other requirenents and some
adjustrments for energi ng technol ogi es.

One of the nore significant changes invol ves
reduced nonitoring stringency for sone conponents.
Specifically, for the 2010 through 2012 nodel years, staff
is proposing to relax the nonitoring requirenents for the
diesel PMfilter, the SCR catal yst, and for NOx sensors
used to nonitor the SCR catal yst.

Faults would still be required to be detected.
However, tail pipe em ssions would be allowed to reach
hi gher levels before faults of these systems woul d be
i dentified.

These changes are proposed prinmarily because the
noni toring technol ogy has not advanced as fast as staff
had initially projected. But they still reflect the nost
stringent nmonitoring levels that today's technol ogy wll
al | ow.

--00o0- -

ADVANCED ENG NEERI NG SECTI ON MANAGER M:CARTHY:

In neeting with industry over the |ast few years
and seeing the near finalized engine configurations
pl anned for the 2010 nodel year, staff identified areas

where additional requirenents were needed to ensure al
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faults that can cause an em ssion increase will be
detected. |In several cases, this necessitated addi ng new
requirenents, with lead tine as appropriate, for future
nodel year OBD systens. Exanples of such things include
em ssion control strategies that had not been anti ci pated,
em ssion controls or strategies used to mitigate em ssions
during cold starts, and cooling systemfaults that
previously woul d go undet ect ed.

The added requirenments al so i nclude additiona
data that nust be output in a standardized format to scan
tools comonly used by repair technicians or during
conpliance testing by ARB.

--000- -

ADVANCED ENG NEERI NG SECTI ON MANAGER M:CARTHY:

I ndustry has asked for several additional changes
that staff evaluated and rejected. An exanple is the
non- et hane hydrocarbon catal yst nonitoring requirenents
where industry asked for a relaxation of the requirenents.
However, staff's assessnent of nonitoring technology is
t hat nost manufacturers are indeed on track to nmeet the
current requirenent and no further adjustnent is
necessary.

And, in nmany cases, changes were made t hat
represent a conpronmse that that staff believes will stil

get the mpjority of the intended result, while easing the
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burden on nmanufacturers when devel oping or calibrating the
system

An exanple is a requirement for manufacturers to
account for adjustment factors - a conplicated subject
t hat addresses the uni que nature of sone di esel emni ssion
controls that nust periodically purge stored eni ssions.
Staff has made changes to the regulatory | anguage to all ow
a less rigorous cal cul ati on net hodol ogy to account for
t hese em ssions, and has al so agreed to provi de additiona
direction in a future guidance docunent to ensure that
manuf acturers have clear instruction as to the types of
engi neering judgnent and shortcuts we expect themto use.

--000- -

ADVANCED ENG NEERI NG SECTI ON MANAGER M:CARTHY:

As | nentioned before, we currently have two
different OBD regul ations, including the OBD Il regul ation
for light- and nmedi umduty vehicles such as full-size
pi ck-ups and the heavy-duty OBD regul ation for heavy-duty
engi nes such as delivery trucks. Some manufacturers
produce engi nes or vehicles that span both wei ght cl asses
and, thus, have to design for both regulations. The
proposed anendnents today include changes to both
regul ati ons to harnoni ze the requirenents across these
wei ght categories as nmuch as possi bl e.

--000- -
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ADVANCED ENG NEERI NG SECTI ON MANAGER McCARTHY:

Next, 1'd like to provide an overview of the
proposed enforcement regul ation

--000- -

ADVANCED ENGQ NEERI NG SECTI ON MANAGER Mt CARTHY:

Today' s proposal includes a new stand-al one
enforcenent regulation for heavy-duty OBD to ensure that
the systens work properly in use. It is nodeled after the
exi sting enforcenent regulation for light-duty systens
that was adopted after we had several problenms with in-use
vehi cl es, including |legal challenges that resulted in poor
perform ng OBD systens not being recalled or fixed. W
are proposing it now for heavy duty to avoi d having
simlar in-use problens.

The regul ation provides clear direction to
manuf acturers as to the procedures that will be followed
for testing the systenms. It includes details on how
engi nes or vehicles are to be selected, pass/fail criteria
to be used, including interimless rigorous criteria for
the first six years, and defines renedial actions such as
recalls and fines. It even defines sone mmjor
nonconpl i ance as egregi ous enough to warrant mandatory
recall to ensure the worst problenms are renedied. This
has been a very powerful elenent of the |ight-duty

enforcenent regulation in guaranteeing that the nost
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i nportant nonitors are functioning.
--000- -

ADVANCED ENGQ NEERI NG SECTI ON MANAGER Mt CARTHY:

Anot her itemin the enforcenment regul ation
requires em ssion testing of engines. That is, to verify
that a fault is detected before tail pi pe em ssions exceed
the all owabl e | evels, you actually have to inplant a fault
in the systemand emission test it. Unlike |ight-duty
vehicles, that are commpnly tested at ARB's lab in E
Mont e, heavy-duty emi ssion testing i s engi ne-based, not
vehi cl e-based. The engi ne nmust be physically renoved from
the vehicle and tested inside of a specially equipped
| aboratory. ARB does not currently have any facilities
capabl e of perform ng such testing. And there are very
few i ndependent | aboratories that are capable of it. In
fact, the only ones who routinely do this type of testing
are the engi ne nanufacturers thensel ves. Accordingly, the
proposed procedures require manufacturers to do this
testing of their own engines and submt the results to
ARB

To provi de a bal ance between the thoroughness of
enforcenent testing of all products and manufacturers
limted resources, the number of engines that each
manuf acturer has to test is limted to a snall sanple of

what they produce. For nobst nmanufacturers, they would
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test one engine per year. For the two |argest
manuf acturers, they would eventually be testing two or
t hree engi nes per year.

If the first engine tested fails and indicates a
possi bl e nonconpl i ance, additional |ike engines are tested
to get a nore representative sanple. 1In the event the
tested engines continue to indicate nonconpliance, a
maxi mum of ten engi nes would be tested and then a fina
pass/fail determ nation would be nade.

As with other elements in the enforcenent
regul ation, failing results found fromsuch testing can be
the basis for ARB to take enforcenent action

--000- -

ADVANCED ENG NEERI NG SECTI ON MANAGER M:CARTHY:

The engi ne manufacturers are opposed to the
self-testing requirement. They have indicated the such
testing woul d i npose significant added cost and workl oad.
They have further indicated that they believe it is
i nappropriate to have recall jeopardy for any
nonconpl i ances di scovered during such testing, and they
qguestion ARB's legal authority to require such testing.

Staff's experience fromlight-duty indicates that
enforcenent testing is necessary to ensure OBD systens are
conpliant in use and manufacturers are uniquely qualified

to be able to do this testing effectively and efficiently.
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The cost a manufacturer would incur by doing this
testing was calculated to be |l ess than $2 per engi ne sol d.
For reference, the retail cost of a heavy-duty engine is
typically 15 to $25, 000.

Regardi ng resources, testing one engine per year
as nost manufacturers would be required to do, represents
a small fraction of the certified engine famlies. Even
for the largest manufacturer, testing three engines a year
woul d be a small percentage of the current 20 different
engine famlies they certify each year

Regardi ng i ndustry's concern about recal
j eopardy, staff believes that if serious nonconpliances
are indeed identified, it is appropriate that they be
corrected. However, the proposal does include substantia
relief in the first six years to allow nmanufacturers to
make significant mstakes wi thout recall jeopardy.

And the requirement to make manufacturers test
their own products to verify conpliance is within ARB' s
aut hority and has been done before. ARB has broad
authority to adopt test procedures or standards to ensure
our regulations are net. And this testing will ensure
that the heavy-duty OBD requirenents are indeed net.

Exi sting regul ations for heavy-duty engines, |ight-duty
vehi cl es, mediumduty engi nes, and ot her cl asses of

engines all require some form of manufacturer self-testing

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

107
that is used to determ ne conpliance
--000- -

ADVANCED ENGQ NEERI NG SECTI ON MANAGER Mt CARTHY:

Lastly, I'll summarize the cal cul ated cost
ef fecti veness of the proposed amendnents.

--000- -

ADVANCED ENG NEERI NG SECTI ON MANAGER M:CARTHY:

In general, the amendnents proposed today to both
the OBD Il and the heavy-duty OBD regul ati on are m nor
changes that do not reflect changes in the |ong-term cost
to i nplemrent OBD systens. The new heavy-duty enforcenent
regul ati on does, however, inpose new costs for the
manuf acturer self-testing that was just discussed. Adding
this to the previously cal cul ated costs, the cost to
i mpl ement a heavy-duty OBD systemis expected to add $134
to the retail price of an engine. For perspective, this
is much less than two percent of the retail cost of a new
engi ne.

For em ssion benefits, heavy-duty OBD systens are
projected to yield em ssion reductions of approxi mtely
three tons per day of reactive organi c gases, 38 tons per
day of NOx, and .4 tons per day of PMin the 2020 cal endar
year.

The cost-effectiveness heavy-duty OBD programi s

very good relative to other adopted prograns, and is
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approxi mately 15 cents per pound of ROG plus NOx and
$22.50 per pound of PM This cost effectiveness
cal cul ation al so takes into account the cost of repairs
that woul d be perfornmed on in-use vehicles to correct
det ect ed emi ssi on probl ens.

--000- -

ADVANCED ENG NEERI NG SECTI ON MANAGER M:CARTHY:

In concluding today's presentation, the proposed
amendnments to the existing OBD regul ati ons are necessary
to ensure enmissions remain low for the entire life of
vehi cl es and engi nes. The proposed new enforcenent
regul ation is also essential for the heavy-duty OBD
programto be effective.

Staff reconmends the adoption of the proposed
amendnments and the enforcement regulation with 15-day
changes.

This concludes the staff's presentation, and
t hank you for your attention.

CHAlI RPERSON NI CHOLS: Thank you.

M. Col dstene, do you have any w ap-up or should
we go directly to witnesses?

EXECUTI VE OFFI CER GOLDSTENE: Wt nesses.

CHAlI RPERSON NI CHOLS: Okay. | have a list of
seven witnesses who've signed up to testify here. And we

will be enforcing the three-mnute conment. | know we've
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got witten comments froma nunber as well.

W'l start with Lisa Stegink - | hope |I'm not
nm spronounci ng your name - from EMA and then Mark Stepper
from Cunmm ns.

MS. STEA NK:  Thank you and good nor ni ng.

It's green, so maybe | just need to get closer
So --

CHAlI RPERSON NI CHOLS: Ch, sorry.

M5. STEGANK: -- 1'I1 |ean.

I"mLisa Stegink this nmorning here on behal f of
t he Engi ne Manufacturers Association

Engi ne manufacturers have had discussions with
staff over several nonths, as M. MCarthy pointed out,
regardi ng the proposed amendnents to the OBD rule.

We bel i eve many aspects of the rule need
changi ng, but I'mgoing to focus today only on one - the
provi si ons maki ng manufacturers pay for and conduct their
own in-use testing.

This is a whole new program It deals with
significant fundanental issues. W haven't had really
enough tinme to fully understand all its inplications.

More inportant, ARB sinply does not have the
authority to force manufacturers to bear the cost of
i n-use enforcenent testing.

Despite that, we have tried intensively over the
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past couple of weeks to work out a conpromise. This is a
progressive industry. W're trying to do the right thing.
Staff has been working with us. They' ve been great in
trying to work sonething out. But we have not been able
to come to an agreenent. |In fact, there's still a lot of
confusi on and m sunderstandi ng over what is in the
enforcenent reg | anguage.

As it stands, there is sinply far too substantia
exposure for industry and the costs are far too high for
us to accept the last proposal, especially when ARB does
not have the authority in the first place to make
manuf acturers take on this burden.

We're not saying ARB doesn't have authority to do
its own testing or that ARB shoul dn't have data on rea
worl d em ssions. But there's not authority to force this
sel f-testing.

The self-testing that M. MCarthy referred to is
primarily with new engi nes, engines that have not left
manuf acturers' control. And this is a different kind of
testing that we're being asked to do, to take engi nes out
of in-use trucks and vehicles from custoners.

This places significant further stress on an
already financially distressed industry. Conpanies that
woul d have been here testifying today that you would

normal |y see are not here sinply because of that financia
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distress. To that end, we're asking the Board to renpve
the manufacturer self-testing provisions fromthe
enforcenent rule.

Thank you.

CHAlI RPERSON NI CHOLS: Thank you.

Mark Stepper from Cummins, followed by M chae
Read of Navistar.

MR. STEPPER.  Good norning. Thank you, Madam
Chair and Board. M/ nane is Mark Stepper. |'m speaking
on behal f of Cunmins, Incorporated. | |ead the group at
Cunmins that has responsibility for on-board diagnostics
and service information, certification and conpliance.

Cunmins is a manufacturer of heavy-duty engi nes
used in on-highway applications as well as other products
that are non-road. Cunmins is a menber of the EMA
organi zati on and supports the oral and witten conments
EMA has subm tted.

Cumm ns has devoted an enornous anount of time
and resources to neet the OBD requirenents and to neet
with ARB staff to discuss many various OBD topics. Staff
has been good to neet with us and work to resol ve any of
t he open issues that we've had. As a result, the proposed
rules contain many clarifications that are partly a result
fromthese discussions. W conplinment the talented staff

at ARB for their efforts in the process.
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These rules do help to ensure cleaner vehicles
t hr oughout product |ife. W understand that. But there
are sone issues that need to be addressed.

And as Lisa's already tal ked to, ARB has proposed
this enforcenment rule, which was anticipated because they
i ndi cated they were going to do that. And we thought it
was going to be like the OBD Il enforcenment rule.

However, a new section was added, and it contains a

manuf acturer-ran testing program This programis totally
funded by the manufacturers. This program al so does not
have an end date; that is, it continues indefinitely at
the cost of hundreds of thousands of dollars to mllions
of dollars a year per each manufacturer.

Cunmins reiterates our support of the detail ed
comments made by EMA on this topic. And Cummins urges the
Board to have this section renmoved fromthe heavy-duty OBD
enforcenent regul ation

Anot her topic | want to bring up is EMA' s
comrents to reduce the nunmber of denonstration tests that
are required for nodel year 2011 and 2012 vehicles. W
are looking to have this nodified fromtwo per year down
to one. And some manufacturers, it should be noted, have
zero to denonstrate until the 2013 nodel year

Cunmins al so urges the Board to direct the staff

to nore openly consider what EMA has di scussed regarding
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t he vehi cl e speed sensor di agnostic nonitoring
requi renents. EMA believes we have provi ded thorough
reasoni ng why staff shoul d accept what EMA has proposed.
The vehicle cannot |egally operate w thout the speedoneter
being functional. And the vehicles with an automatic
transm ssion, they sinply can't be used to do the work
that they've been bought to do.

As a manufacturer, Cunmins would like to see
t hese updates to rules be conpleted prior to the need for
certifications. So we'd like to see that happen, as we
say, earlier.

CHAI RPERSON NI CHOLS: Your tinme is up

MR. STEPPER  Yes. | thank you for the
opportunity to speak. And we'd be glad to answer any
guesti ons.

CHAI RPERSON NI CHOLS: Ckay. Well, we may have
some at the end. Thanks.

CHAlI RPERSON NI CHOLS: M chael Read from Navi star,
foll owed by John Traj nowski from Ford.

MR. READ: Good norning, Chairman Nichols and
Board nenbers. My name is Mchael Read. | am
representing Navistar, Incorporated, Powertrain
Engi neering Division. And nmy responsibilities are OBD
certification and conpliance.

CHAlI RPERSON NI CHOLS: Coul d you speak up a
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little? I'msorry, this systemis not picking up well
today. O nmaybe you could nove the mke up alittle bit
cl oser to you.

MR READ: |Is that alittle better?

CHAlI RPERSON NI CHOLS: Yeah, that's nuch better.
Thank you.

MR, READ:. Al right. Thank you. | apologize
for that.

Again, |'m M chael Read from Navi star,

I ncorporated, representing the Powertrain Engineering

Di vi si on.

I'"d like to thank the Board for the opportunity
to provi de comments on proposals -- on proposed revisions
before you today. 1'd also like to thank ARB staff for

wor ki ng with the Engi ne Manufacturers Associati on and
Navi star in review ng, discussing, and amendi ng sone of
the areas in the proposed revisions; although nuch of this
di scussi on has taken place between ARB staff and the
Engi ne Manufacturers Associ ation regarding the proposed
revisions to OBD |1, heavy-duty OBD, and now the
enforcenent regul ation

At this time, Navistar cannot support in good
faith the proposed enforcement regulation 1971.5 for
heavy-duty engine OBD for the reasons previously stated in

t he Engi ne Manufacturers Association comments, with the
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addition of the practicality of the proposal, and the
ability of manufacturers to neet the desired outcone of
the enforcenent in a reasonable period of time, the cost
and cost benefits of the proposal, and the standard of
pass/fail criteria as applied to the heavy-duty engi ne OBD
program

Navi st ar asks that the enforcement regul ation, as
proposed today, not be accepted. However, Navistar does
support further discussion between ARB staff to reach an
am cabl e solution of the enforcement regulation that is
timely and in a cost-consci ous manner.

That concludes ny statenents for today.

CHAlI RPERSON NI CHOLS: Thank you.

Is M. Swenson with you? Are you two testifying
toget her or you put the same -- you're both with Navistar.

MR, SWENSON: That's correct.

MR, READ. We're both fromthe sanme parent

conpany.
CHAI RPERSON NI CHOLS: Wl |, why don't you follow
directly - it seens nore logical - if you don't mind. And
then we'll let the Ford witness conme after.
MR, SVENSON: Thank you, Chairman Nichols. Am]
comng through? I'malittle tall

CHAI RPERSON NI CHOLS: We can hear you.

MR, SVENSON: Okay.
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CHAI RPERSON NI CHOLS: | know this mke is about
right for sonmebody nmy height, | know. It's not fair
MR. SVENSON: My name is Eric Swenson. | am

enpl oyed with Navistar, Incorporated, in Fort \Wayne,

I ndi ana, at our truck engineering facility, and have been
involved in integrating electronic vehicles for the past
20 years.

| personally support the Engi ne Manufacturers
comments and will express my own views on vehicle speed
sensors and the topic of hybrid drive certification.

In ny opinion, the changes to increase five one
in the OBD rul e conpels engi ne manufacturers to di agnose
the operation of hybrid drive systens, which they do not
desi gn, devel op, manufacture or sell. The costs of OBD
for hybrid drive systens | think are nore properly borne
by the hybrid drive manufacturers thensel ves, who are
not -- who are separate corporations in our horizontally
i ntegrated i ndustry.

Exi sting 2010 engi ne control systens are not
designed to neet these needs, which suggest that hybrid
drive systems cannot be certified for HD OBD, unless the
engi ne nanufacturer serves as his own certification to
this separate corporation to insert that the hybrid drive
system controls include appropriate di agnosti cs.

The issues in ny opinion with hybrid drive
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systens are better served with a separate rul e-naki ng that
i ncl udes the engi ne manufacturers, vehicle manufacturers,
hybrid drive manufacturers, and transm ssion
manuf act urers.

"1l briefly add my own comrents on vehicle speed
sensor systens. It's ny estimation that the policies
regardi ng vehicle speed sensors for electronically
controlled transmi ssions will require vehicle
manufacturers to install a separate duplicate vehicle
speed sensor at a cost of additionally $30 to $100 per
vehicle. | w sh that these costs be considered in the
cost benefit analysis of future biennial reviews along
wi th ot her unanticipated costs.

Thank you.

CHAlI RPERSON NI CHOLS: Thank you very much.

M. Trajnowski from Ford Mdtor Conpany.

MR, TRAJNOWBKI : Good norning. M name is John
Traj nowski, and | am an emni ssions regul atory manager with
Ford Mot or Conpany.

CHAI RPERSON NI CHOLS: We can't hear you either

I f anybody can do anything about the sound
system we would appreciate it. | think our engineer is
going to go try.

But apol ogies. |If you can just speak up, we'd

appreciate it.
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MR, TRAJNOWBKI: Okay. |I'Il get a little closer

I want to thank you for this opportunity to
testify today.

First, I'd like to point out that Ford is not
opposed to many of the changes proposed by staff in the
rul e- maki ng package. But we do oppose the requirenent for
manuf acturers to conduct our own in-use OBD enforcenent
testing at least as it is currently proposed. And we
fully support the EMA coments on this requirenent.

But let me be clear. W fully expect our engines
to conply with OBD requirenents if tested for enforcenent.
That's not our concern with this testing. Qur concern
beyond the authority issue is with the cost of this
program whi ch we have estimated to be unreasonably
excessive. The cost of this program nmust be reduced
significantly for Ford to consider supporting it.

Now, both manufacturers and ARB staff have worked
very hard to try and negotiate a reasonabl e conprom se.

Al though | believe that significant progress was made on
both sides, as of today we were unable to reach an
agreenment. | believe that this is partly because we were
a bit late in starting our negotiations and we sinply ran
out of tinme.

If additional tine was provided to continue the

negoti ations, | believe there's a chance we could reach an
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agreenment. As a result, Ford requests that the Board not
adopt the proposed Section C of 1971.5 today, which is
the -- that's the section for the nmanufacturer-run
testing; but instead direct staff to continue the
negoti ati ons with manufacturers for at least up to an
addi ti onal 60 days, so that we can try and reach an
agreenment on this inportant issue.

So that concludes nmy statement. And |I'Il be
happy to answer any questions.

CHAlI RPERSON NI CHOLS: Okay. Thank you.

W have two nore witnesses - Tim Carmn chael
foll owed by Chung Liu

MR. CARM CHAEL: Good norning, Chairman N chol s,
nmenbers of the Board. Tim Carmichael with the Coalition
for Clean Air. And today | have the privilege of also
representing the Anerican Lung Association of California.

We support the staff's proposal. OBD is where we
need to go - light duty, heavy duty, diesel, hybrid. It's
important -- for the future of air quality in the state,
it's inmportant for this agency's ability to gather data
and enforce its regul ations.

On the point that seens to be the nost
contentious for the industry, we believe strongly that
i n-use testing should happen. There's plenty of evidence

over tine that there's a difference between engi nes tested
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on the bench and engines tested in use or after they've
been used. And just considering the options that ARB has,
if you agree that that testing needs to be done, it seens
to us that having the nmanufacturers do it is the nost
efficient way to do it.

An alternative of course would be for the Air
Resources Board to charge fees on every new engine sold in
the state, including enough nmoney to administer a testing
program And it just seems to ne that that would not be
the nost efficient way for ARB to proceed. So we
encourage you to support the staff proposal as drafted.

Thank you.

CHAlI RPERSON NI CHOLS: Thank you.

MR LIU  Good norning. M nane's Chung Liu.
I'"'mthe Deputy Executive O ficer for the South Coast AQWD.
And the district sent a letter in supporting of the staff
recomrended nodification, also the enforcenent
regul ations. And | want to just very quickly go over just
on the point we want to enphasize

This is the | ast category of the nobile source
that doesn't have an adequate OBD regul ation and there's
no smog check programfor this heavy duty on a routine
basis. And this is a significant category. And the team
actual ly pointed out good points that the certification

pass results and the in-use results generally could have
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major differences. In order to assure the NOx eni ssion
reduction of the PM the ROG reduction can actually be
achi eved, you need this programto really make sure the
NOx reduction will be there. Qur staff have reviewed the
proposal s and the procedures and believe this is quite a
reasonabl e approach to do it.

And Tims also pointed out, | cannot believe that
t he engi ne manufacturing conpany woul d |ike somebody el se
to do the test since they have the capability and they
know how to do it. And | think that you should really
nove on with this program

So with that, | just want to concl ude saying that
South Coast really strongly support the staff
recomrendat i ons.

CHAlI RPERSON NI CHOLS: Wwell, thanks for com ng and
for expressing your support.

That is the final witness that signed up to
testify. So | think we should go back to the staff and
just offer you an opportunity to conclude briefly and then
t he Board nmenbers can ask questions.

CHI EF DEPUTY EXECUTI VE OFFI CER CACKETTE: | just
want to add one point on, you know, the discussions that
have gone over the last week to try to find a conprom se
to present to the Board were very cordial. | think we

clearly -- we could put ourselves in EMA shoes and
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understand their viewpoints and their nmenbers' viewpoints.
So | think they understood what staff's viewpoints are. |
don't think it cones down to anything technical or -- it
cones down to a philosophical or policy difference in
view, that we think that they should have to do testing of
their own products to figure out whether or not they are
perform ng properly in use and that they shoul d bear the
costs for that. And they believe that we don't have the
authority to ask for that; and given that, they don't fee
like they should do testing, or if they do do the testing,
whi ch they agreed they would do, they don't want the
results to be used to hang thensel ves, so to speak. So
t hat means then we woul d have to go out and do the
duplicate testing once we got an inkling that there was a
problem And we just don't think that's a very efficient
way and our |lawers do not agree with themon the |ega
aut hority issue.

So we just, you know, came to a friendly
di sagreenent in the end. And | think that's, you know,
why it's been left with you. W just couldn't neld our
beliefs of what this programshould do. All the rest of
the extrenely technical program as you've known before,
and | think we've got nost of that worked out, except for
| guess the speed sensor issue, which actually | don't

even know what that one is, so it's a bit of a surprise.
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But our technical staff can address that if you'd |ike.

CHAI RPERSON NI CHOLS: Ckay. Thank you. | will
ask for some further clarification on this speed sensor
i ssue, and then al so ask about whether you think any
further time would result in an agreenment or could result
in an agreenent.

ADVANCED ENG NEERI NG SECTI ON MANAGER M:CARTHY:

On the vehicle speed issue. The only reason it's
conplicated is because nost of what we tal k about is the
engi ne on the heavy-duty engine vehicle, the speed signa
cones fromthe transnmission. And so it was a crossing
over two different suppliers in the heavy-duty vehicle and
wanting to use that information for the diagnostic system
And it didn't fit conmpletely well in our existing
regul ation. There were sone warranty inplications if it
failed. And then engine diagnostics no | onger work. But
we've talked internally to our warranty fol ks since the
| ast discussions with EMA. And we actually believe we can
accept the EMA's proposal on this issue. W think that
what they're proposing is protective of the environnment
and we al so believe -- you know, it will -- if the sensor
fails, it will be detected. A warning light will be
i ndi cated. The transnission manufacturers apparently have
a warranty |ong enough to cover it for the warranty period

that em ssion warranty would apply. And that | think
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it -- there's sone little nuances and we'll have to
address that with sone 15-day | anguage changes to try to
make the --

CHAI RPERSON NI CHOLS: But that's good news that
there is a way to resolve this. | appreciate that.

BOARD MEMBER RI ORDAN:  Madam Chai r man?

CHAI RPERSON NI CHOLS: Ms. Riordan

BOARD MEMBER RI ORDAN:  First of all, let me just
say that years ago | had the pleasure of touring the
Cunmins plant with some of ny Board nenbers back in the
nineties. And | was very inpressed with the operation.
And | have to believe that Navistar and Ford have simlar
operations, whereby they devel op their engines and really
have incredible capabilities - big investnments, there's no
guestion - but incredible capabilities as they devel op the
new engi nes for the future.

Having said that, it would seemto nme, given
those capabilities that | believe are there, that there
woul d be sone sort of natural curiosity on the part of the
engi ne manufacturers to know i ndeed if their engines and
t he surrounding nonitors were working correctly. And so
amnot, as | say, | think conpelled to think that this is
burdensone. | would think it's just very good busi ness.
And the fact that you're doing it would be of a confort

| evel that indeed these tests were done correctly and
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accurately.

So while there nmay be sonme things that need to be
wor ked out if indeed this Board feels that given a few
extra weeks m ght help work that out, | have to believe
that the testing should and could be done by these
conpanies. And the l|egal argunent may be nade, and that's
not for ne to make or not, in terns of whether or not we
have the authority. But | would just think and know t hat
you are the best to run these tests. | feel that very
strongly.

So, Madam Chairnman, | wanted to rmake my position
very clear, having been there, having seen what | consider
to be a first-class operation there at Cummins, and |'m
sure there are at the other facilities, and | would
support the staff reconmendation

CHAI RPERSON NI CHOLS: Thank you very nuch for
t hat .

Ms. Berg.

BOARD MEMBER BERG | would like to follow up on
your question, which is of staff. Do you feel that
additional tinme with the engi ne manufacturers would all ow
sone sort of agreenment that both parties could sign off
on?

CHI EF DEPUTY EXECUTI VE OFFI CER CACKETTE: No,

don't. | think we, you know, reached a mutual
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under st andi ng that we di sagree on whose responsibility it

is, and I don't know any way of resolving that. | think
that's really -- falls on the Board now to resol ve
BOARD MEMBER BERG In the testinony -- in their

witten testinony, they do have a chart that shows their
estimation of cost, which no surprise is about four tines
what we're estimating. They also estinmate that that's the
wor st case for 30 engine tests. And ny understanding on
this programwas there woul d be one engi ne test per year
Sol'malittle confused as to, are we tal ki ng about one
engine test, and we're estimating that to be around $2
mllion?

ADVANCED ENGQ NEERI NG SECTI ON MANAGER Mt CARTHY:

Qur estimate is about $160,000 to test one
engine. | saw that chart that you're referring to. They
nm ssed sonme of our costs. |'mnot sure which costs they
m ssed. But our numbers came out to about $160,000 to
test one engi ne.

There's about nine nanufacturers in the
heavy-duty market. Seven of them woul d be testing one
engi ne per year.

BOARD MEMBER BERG  And the other two?

ADVANCED ENGQ NEERI NG SECTI ON MANAGER Mt CARTHY:

The other two are bigger. One would probably be

testing two a year or three a year. And the |argest,
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Cunmins, would be testing three a year

And then they each test one engine from-- even
t he biggest manufacturer would test three engines. |f the
first engine they test fails, then it triggers tw nore
engi nes or four nore engines, up to a total of ten. So to
get to 30 engines, it would only be Cunmm ns, the |argest
manufacturer. And it would have to assune every engine
they test fails. And so they get to a maxi numof 30 -- 10
engines for each of the three famlies. So in that case,
| guess they spent sone nbney on testing, but they also
have -- three of their 20 products are nonconpliant and
we' re probably going to pursue recall and they're going to
be spending even nore noney at that point.

BOARD MEMBER BERG  Yeah, if it failed --

ADVANCED ENGQ NEERI NG SECTI ON MANAGER Mc CARTHY:

We estimated in the -- in the staff's nunbers, we
estimated about a ten percent failure rate. So for --
nost manufacturers would be testing one engine a year
About one engine every ten years they'd test they would
fail, and that would trigger additional testing. W
figured that was a reasonabl e nonconpliant rate that we
could estimate. Certainly, if a higher percentage of them
are failing, that will trigger nmore engines early on

BOARD MEMBER BERG Now, that ten percent, is

that consistent with our other testings that run al ong
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these |ines?

ADVANCED ENG NEERI NG SECTI ON MANAGER M:CARTHY:

You know, around -- can you pull back up slide
nunber ei ght.

In our light-duty program not the OBD program
but the light-duty tailpipe program we started testing
back in 1984 for conpliance testing. W tested very few
famlies in 1984 and they all failed. But you can see
with time, after ten years of sustained conpliance
testing, the failure rates dropped bel ow ten percent and
t hey stayed bel ow that ever since then

| actually believe the heavy-duty OBD
manuf acturers will -- that the systens will do better than
starting out at a hundred percent failure rate. | don't
expect anybody to have anywhere near what they did back
then in the eighties for tailpipe stuff. But --

CHAI RPERSON NI CHOLS: It's really about
durability, isn't it? It's about building endurability
into the em ssions-rel ated conponents?

ADVANCED ENGQ NEERI NG SECTI ON MANAGER Mc CARTHY:

That certainly is a big part of it, about know ng
that what you're producing is going to work in use, yes.

CHI EF DEPUTY EXECUTI VE OFFI CER CACKETTE: | woul d
point out that there's really two different issues here.

One is we think OBD provides a very strong incentive,
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since it identifies failures, for themto design nore
durabl e parts. But the other piece of this is that our
experience with light-duty vehicles is that OBD didn't
al ways wor k.

And, you know, we need to have a very hi gh degree
of it functioning if we're going to use it for a
conpliance tool or for Iike snobg check, which we're doing
on the cars right now And when it didn't work in use, we
ended up getting into lawsuits and trials and, you know,
multi-tens of -- hundreds of millions of dollars of
recalls and things like that. And so we tried to learn
from what happened on cars and said that you really do
have to | ook and make sure these things function, that
they find the faults in use.

Sone of these -- in the light-duty area we had a
problem w th an evaporative system It passed just fine
in certification. 1In use it couldn't find a single
failure. So, you know, that's what we want to try to
avoi d.

And the remedy on that for that nmanufacturer if
we'd gotten to that point was hundreds of mllions of
dol | ars.

So we want to make sure they work right and
that -- in the early years and, you know, get that

i nformati on back, as Ms. Riordan said, so that if there

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

130
are problens, they can be fixed. And that's why we're
pushing this, you know, strongly and believe that this has
to happen to make the system work and provide the
assurances for in-use em ssions.

BOARD MEMBER BERG And did | hear correctly that
for a period of time that we're going to have sone
understanding that there will be a learning curve, so it
won't be a matter of recalling, but a matter of
correcting, and so that the next generation of these
sensors and things that they're -- the components that
they are in fact using are better, that we're going to
have a bl ock of tine for this self-inprovenment?

CHI EF DEPUTY EXECUTI VE OFFI CER CACKETTE: W have
two things. One is a block of time, neaning the ultinmate
renmedi es, which could be a mandatory recall, do not occur
inthe first five or six years. They're only out to the
past .

But the other thing we al so have is they don't
occur -- we put a multiplier factor. So in other words,
if the OBD sensor is supposed to detect at some multiple
of the standard -- of the exhaust standard. And those
nmultiples are typically three or sonething like that right
now. So already it won't go off until you're three tines
the standard. We put another nultiplier on top of that,

like 2X or 3X - three tines that - before the renedies
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occur. So we've given thema big cushion in the early
years to basically say we understand sone things mght go
wong. And if they do, and they don't go wong conpletely
badly, you know, disastrously, that we wouldn't end up
with recalls, there'd be sone other kind of remedy done
and hopefully a learning curve fromthat.

So we think we've got it in a couple of
di mensi ons here to recognize that it's a new conplicated
technol ogy for them and sonme m stakes will be nmade

CHAlI RPERSON NI CHOLS: Additional conments or
guestions from Board nenbers?

BOARD MEMBER TELLES: Question -- or comment.

| think that this is a very inportant thing to
do. And what | hear fromindustry is that it's expensive,
as we always do hear. And what | hear fromstaff is that
they're the ones that's nost qualified to do this, but
then they're not the ones who are nost qualified to tel
you how nmuch it costs to do, which | kind of have a
difficult problemwth, because | think they're the ones
who woul d probably also tell you how nuch it really costs.

So what | would -- what | would suggest that we
do with this is that if it costs as nuch -- way past what
staff is estimating, and sone astronom cal cost, that this
whol e i ssue be revisited as far as the type of in-use

testing that is being done.
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CHI EF DEPUTY EXECUTI VE OFFI CER CACKETTE: To
partly address that, with the OBD regulation on |ight duty
and now on heavy duty, we've agreed to cone back every
several years with the Board with updates. This was an
update, for exanple. And so we could address that when we
get | guess roughly to the -- first engines don't have to
be tested until 2013. So 2010 engi nes tested when they're
three years old in the field. So at that point, if the
difficulty in recruiting engines, et cetera, is way out of
l[ine, we would be able to tell you that.

| do want to point out though that the difference
in the estimates has nore to do with what do we think wl|l
happen and what is the worst-case scenario. Those 30
engines for Cuimmns is not going to happen. And yet those
estimtes are apparently nade on, you know, what happens
if we have to test all these engines and every one of them
fails and so we have to do ten per engine famly instead
of one. W think it's going to be, you know, nostly one
or 1.1 with a ten percent failure rate. So that | think
has a lot to do with the difference in the cost.

CHAI RPERSON NI CHOLS: Wl |, from a business
perspective, it nmakes sense to estinmate the worst case for
their own planning. And | don't think there's anything
i nappropriate about that. But | agree that it's sort of

our business to try to nake a judgment as to what we think
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is going to happen in the real world. And | think the
staff has a pretty good, though not perfect, track record
on that. And, again, if we have built-in systenms to
nonitor, | think that's probably the best protection that
we have if you're going to be reporting back.

Al right. One nore.

Yes.

BOARD MEMBER D ADAMO. |'d like to nake a notion.

CHAI RPERSON NI CHOLS: Ch, okay. Good. You're
wel cone to do so.

BOARD MEMBER D ADAMO.  All right. [I'd make a
noti on that we adopt Resol ution 09-37.

CHAI RPERSON NI CHOLS: Do we have a second?

BOARD MEMBER BALMES: Second.

BOARD MEMBER RI ORDAN:  Second.

CHAI RPERSON NI CHOLS:  AlIl right. Al in favor
pl ease say aye?

Oh, no. We have ex partes.

CH EF DEPUTY EXECUTI VE OFFI CER CACKETTE: If you
could be clear that the staff -- on the speed sensor
thing, the staff said they could accept the EMA proposal.
| don't think that's a new rule.

CHAlI RPERSON NI CHOLS: Yes. We will accept it
with the nodification that the staff is proposing. Yes, |

trust that would be part of the resolution.
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CH EF DEPUTY EXECUTI VE OFFI CER CACKETTE: That
woul d be a 15-day --

CHAlI RPERSON NI CHOLS: Yes, yes. Thank you for
t hat .

And al so we're really not supposed to vote
wi t hout di scl osing any ex parte comruni cations. And |
forgot, because | didn't have any. So if anybody does,
you can disclose themat this tine.

Hearing none, then we can call for the vote.

Al in favor please say aye.

(Ayes.)

CHAI RPERSON NI CHOLS: Opposed?

Very good. Thank you very nuch.

I think we will take our lunch break before we
start a new itemthen.

And the Board is going to be noving into an
executive session to hear a report from our counsel on
pending litigation. |If any action is taken, we wll
report that action when we reconvene after |unch

And we'll be back, | hope, at about 1:20.

Thanks, everybody.

(Thereupon a | unch break was taken.)
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AFTERNOCON SESSI ON

CHAI RPERSON NI CHOLS: W' re now back in session

Ell en Peter, our General Counsel, wll summarize
the cl osed session.

CH EF COUNSEL PETER: We've just had a
conversation about pending litigation and took no action.

CHAlI RPERSON NI CHOLS: Thank you.

I can vouch for that. It is true.

Al right. Qur next itemon the agenda is a
continuation of a public hearing to consider adoption of
aftermarket parts certification requirements for plug-in
hybrid el ectric vehicles.

M. Col dst ene.

EXECUTI VE OFFI CER GOLDSTENE: Thank you, Chairman
Ni chol s.

In response to your direction, staff worked with
t he stakehol ders to devel op a phased approach to certify
aftermarket plug-in hybrid vehicle conversion kits.

The new approach ranps up the requirenents so
that a converter can sell up to ten kits w thout em ssion
testing and up to 100 kits with limted denonstration of
em ssion durability.

Sal es of nore than 100 kits would essentially
follow the current certification process used for other

conversion kits, such as liquid petrol eum gas and
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conpressed natural gas, which is what we had proposed in
January.

Simlarly, the warranty requirenments are reduced
at | ow sal es vol unes.

We think this phased approach bal ances the need
to assure em ssion controls do not degrade as a result of
kit use while simultaneously reducing the costs for a
smal | business to enter into the conversion business.

Lesl ey Crowell of the Mobile Source Contro
Division will now begin the staff presentation

Ms. Crowel |.

(Thereupon an overhead presentati on was

Presented as follows.)

Al R RESOURCES ENGQ NEER CROVELL: Thank you.

Good afternoon, Chairman Nichols, nenbers of the
Board, | adies and gentl enen.

We are here today to discuss staff's nodified
proposal for certification procedures for plug-in
conversions of hybrid electric vehicles.

--00o0- -

Al R RESOURCES ENG NEER CROVELL: Staff brought
proposed certification procedures to the Board in January
of this year, along with nodifications to test procedures
necessary to test plug-in hybrid electric vehicles. The

em ssions test procedures for plug-in hybrid electric
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vehi cl es were approved at the January Board heari ng.

Mul tipl e conversion system nmanufacturers
submtted comrents that the certification requirements
were too costly and would cripple their industry. At the
January Board hearing, the Board was synpathetic to their
pl eas and directed staff to continue to neet with the
conversion system manufacturers to determine if additiona
flexibility could be incorporated into the certification
procedures and report back to the Board with staff's
findi ngs.

--000- -

Al R RESOURCES ENG NEER CROVELL: As the Board
directed, staff continued to neet with nmanufacturers
i ndividually and in groups to discuss their concerns.
After several neetings, staff introduced a nodified
proposal at a workshop in Sacranento on March 25th, 2009.
This proposal was further refined and introduced to the
public in a supplenental staff report, which was rel eased
May 12t h, 2009.

--00o0- -

Al R RESCURCES ENG NEER CROWELL: Several issues
were considered in the devel opment of the certification
procedures.

First, the original vehicle's design and

[imtations were considered along with the em ssions
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standards that the vehicle was originally certified to
neet. Mbdst hybrids are extrenely clean and, if certified
to the advanced technol ogy partial allowance zero enission
vehicl e category, carry an extended warranty on the
em ssions system The original equi prment manufacturer, or
CEM desi gns and chooses sensors and parts based on the
amount of use these parts will experience.

The addition of the conversion system may inpact
the em ssions if cold starts and cani ster |oading and
purgi ng are not addressed adequately. Adequate em ssion
testing is a necessary conponent of the certification
process to ensure conpliance. Em ssion systens
mal functions are identified through the On-Board
Di agnostic system Proper integration of the conversion
systeminto OBD is essential. The conversion may affect
CEM parts and systenms by increasing use, and this
i ncreased use nmay cause an early failure. Wile in nost
cases the OEMis responsible for parts and enission
rel ated conponents, a conversion conmpany nmay be
responsible for OEM parts if an early failure is due to
t he conversion.

--000- -

Al R RESOURCES ENG NEER CROWELL: The proposed

procedures are simlar to other aftermarket parts

certification procedures, where there is the potential for
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i ncreased eni ssions fromthe conversion system

As in the proposal presented in January, these
proposed procedures apply to installations on 2000 and
subsequent nodel year hybrid electric vehicles and thus
al I ow conversion of vehicles still under warranty.
Conversions of non-hybrid vehicles are not covered by
t hese requirenents.

Overall the certification procedures contain the
foll owi ng mai n conponents: Exhaust and evaporative
em ssions testing; durability; in-use testing; OBD
conpliance; and warranty.

The em ssions testing will cost aftermarket
manuf acturers just under 10,000 per nodel type. This is
substantially less than what is required by the OEMs, at
over 40,000 per nodel type.

Durability is also substantially reduced as bench
scal e testing can be used for the conversion

The nodified proposal allows manufacturers to
neet certification requirenents using a tiered process, in
which a limted nunber of converted vehicles may be sold
as the manufacturer works towards full certification. The
tiers are described in the follow ng slides.

--00o0- -
Al R RESOURCES ENA NEER CROWELL: In Tier 1

conversion manufacturer can sell up to ten vehicles as
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long as the application requirenents of Tier 1 are net.
The main conponents of this tier are an engi neering
anal ysis showi ng that the converted vehicle does not

i ncrease eni ssions.

Durability requirenents of this tier are net
through the test plan and initial durability data of
conponents. This is conponent and in use, and typically
provi ded by the manufacturer of those components.

As with other afternmarket procedures, warranty
requi renents are described for nmanufacturers and
installers. Installers of PHEV conversion systens woul d
be required to warrant to the vehicle owner and subseque

vehicl e owners that the conversion systemw |l not fai

140

nt

to

neet certification procedure requirenents due to incorrect

installation, and that no part on the vehicle will be
danmaged due to incorrect installation

These warranties and agreenents shall begin on
the date of the installation and be effective for three
years or 50,000 niles, whichever conmes first.

The requirenents of Tier 1 nust be net and
approved by the ARB prior to the vehicle sales.

--000- -

Al R RESOURCES ENG NEER CROWELL: Tier 2 allows

the sale of up to 100 conversions. The additiona

requi rements include emni ssions testing using the exhaust
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and evaporative em ssions-rel ated test procedures approved
at the January Board hearing. The enmission results from
t hese procedures nust show that the converted vehicl e does
not show an increase in em ssions beyond the original
vehicle certification standards and do not trigger OBD
mal function indicator |ight and di agnostic troubl e codes.
A plan to neet OBD systemrequirenents is also part of the
requirements in this tier

In addition, the durability tests for the
conversion system nmust be started, and they need to show
that the conversion still appears durable for the usefu
life of the converted vehicle. To ensure that the PHEV
converted vehicles continue to operate as presented during
the certification process, the proposed procedures contain
i n-use testing requirenments for conversion system
manufacturers. The ARB may start conducting these tests
during Tier 2.

Conversi on system manufacturers' warranty
requirenents are increased to five years or 75,000 miles
for all parts on the conversion systems and the system
nmust be supported throughout the vehicle's useful life.

--000- -

Al R RESOURCES ENG NEER CROVWELL: Tier 3 all ows

sal es beyond 100 conversions. |In addition to the

requi rements of the two previous tiers, a few additiona
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requirenents are added. At this tinme, the durability test
requirenents are conpleted for the vehicle and the
battery. Conversion system manufacturers need to
denonstrate that the converted vehicle has a fully
conpl i ant on-board diagnostic system

In addition, the warranty is increased to cover
the remaining OEM warranty or five years, 75,000 mil es,
whi chever is |onger.

The requirenents of Tier 3 are simlar to the
original proposal to the Board in January, with the
exception of the conversion systemwarranty, which is
reduced for conversions occurring over a year after the
sal e of the original vehicle.

This tiered approached is limted to the first
5,000 conversions sold industry-wi de, after which tinme
manuf acturers nust nmeet Tier 3 requirenents.

Al t hough staff believe the tiered approach being
proposed for plug-in hybrid electric vehicle conversion
systens provides the flexibility and support for
conversion system manufacturers requested by the Board in
January, we are concerned about the policy and precedence
that this sets for other afternmarket alternative fue
conversi on systens.

--000- -

Al R RESOCURCES ENG NEER CROVELL: This slide
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presents the inpacts of the nodified proposal

Warranty requirenents are reduced for each tier
in this proposal

The nodified proposal allows sale of a limted
nunber of converted vehicles w thout em ssions testing.

If cold starts are not adequately addressed by the
conversi on system manufacturer, exhaust enissions could
increase up to five times. |If canister issues are not
addressed evaporative em ssions could increase by up to 16
times the original vehicle certification values. These
estimates are based on testing results of converted
vehicles by a national |aboratory.

Staff recognizes that the overall potentia
em ssions inmpact fromthe |inted nunber of vehicles in
Tier 1 and 2 in our proposal is mnimal at the levels
pr oposed.

Verification of em ssions is critical for
identifying gross polluters. Snpbg check has an exenption
for hybrids through 2010. As a result, these conversions
may be able to continue to operate even if their em ssions
performance i s conmprom sed

On-board di agnostic systens are essential to
determine if hybrids are experiencing em ssion probl ens.
Conversion system manufacturers are not required to neet

full OBD conpliance for up to 100 vehicles. ARB does have
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an in-use testing programto verify certification
standards. However, it will not catch all vehicle issues
or probl ens.

There is no overall change in econonic inpacts
fromthe original proposal. However, the inpacts are
shifted to allow sal es of conversion systens to raise
funds to assist with the costs of subsequent certification
requi renents. These inpacts are nost significant in Tier
1 and Tier 2. The warranty reduction is the nost
significant inmpact on the consumer.

--000- -

Al R RESOURCES ENG NEER CROVELL: Al t hough
conversi on system manufacturers have wel comed staff's
efforts to create flexibility in the certification
procedures, they still have concerns regarding this
pr oposal

Manuf acturers woul d i ke the thresholds for Tier
1 and 2 increased to around 100 and 200 or nore,
respectively, and would |ike the overall cap of 5,000
vehicles to increase as well.

In addition, they believe that the warranty
provi si ons shoul d be reduced further

A few manufacturers have requested a nechani sm
for existing converted vehicles to be allowed to certify

wi t hout nodifications or testing.
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--000- -
Al R RESCURCES ENG NEER CROWELL: Staff has
revised the certification procedures to add additiona

flexibility to neet certification requirenents without

vi ol ati ng Vehicle Code 27156, which requires that nodified

vehi cl es not increase em ssions conpared to the OEM

vehicle. Staff, therefore, recommends the adoption of the

nodi fi ed proposal as presented.

Thank you.

EXECUTI VE OFFI CER GOLDSTENE: So we're happy to
t ake any questions that the Board has.

CHAI RPERSON NI CHOLS: Ckay. Are there questions
before we hear fromthe witnesses? W do have a |list of

ei ght witnesses here.

Let's go ahead and hear fromthemthen, beginning

with Ron Grenban fromthe California Cars Initiative
foll owed by Dani el Sherwood and Paul Guzyk.

MR. GREMBAN: May | ask a question before
presenting?

CHAlI RPERSON NI CHOLS: Al right.

MR. GREMBAN: The 5,000 vehicle limt, is that
vehicles just in -- is this better?

CHAI RPERSON NI CHOLS: It's in the base of the
thing, there's an on-off?

MR. GREMBAN: Testi ng.
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CHAI RPERSON NI CHOLS: Yes, we can hear you.

MR. GREMBAN: Ah, thank you.

Does the 5,000 vehicle total limt apply only to
total vehicles in Tier 1 and 2 or to total vehicles in
Tier 1, 2 and 3?

SUSTAI NABLE TRANSPORTATI ON TECHNOLOGQ ES BRANCH
CH EF BEVAN: It's the total vehicles in Tier 1 and 2.

Anal i sa Bevan.

MR. GREMBAN:. Thank you.

CHAI RPERSON NI CHOLS: W didn't take that off
your three minutes. So go ahead.

MR. GREMBAN:. Thank you.

Yes, |'m Ron Grenmban, Cal Cars technical |ead.
And | definitely thank you for this opportunity as well as
for your work in general. W really need clean air

Hybrid conversi ons and eventual | CE conversions,
which aren't covered today, have great greenhouse gas
i mportance for reasons detailed in our posting.

Today I'moffering a nore certain, sinple,
qui cker, and | ess expensive way of assuring continued
criteria em ssions conpliance of hybrid conversions than
the currently proposed dynanoneter testing regines.

VWhat has been determined fromtesting of existing
conversions at our Argon Labs and el sewhere is that there

are just two ways in which conversions have been found to
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increase criteria em ssions by reducing the effectiveness
of the hard work the hybrid nanufacturers have done.

Nunber one is all ow ng engi ne warm up under | oad,
ei ther because it wasn't started upon vehicle activation
or because the cat was allowed to cool bel ow operating
tenperature during EV operation.

Nunber two is purging the evaporative em ssions
cani ster too seldomor inconpletely so that it may becomne
sat ur at ed

Addi ti onal concerns are that unless the OBD
systemis kept intact and extended as necessary, the
system can deteriorate over tine without alerting the
driver that repairs are required; and that batteries do
wear out and fail; and because few PHEVs, all of them
conversi ons, have been on the road | ong enough to devel op
field experience, reliability and |ongevity are unknowns
despite best effort |aboratory testing.

Conversions can help provide this field
experience, but there nust be a nmechanismto avoid excess
criteria em ssions due to battery deterioration or
failure. They can also help with that experience for nore
products and chem stries than ot herw se.

Al four of these issues have specific known
solutions that can and, in fact, must be verified separate

fromthe dynanonmeter testing. Qur proposal is to replace
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dynanoneter testing with verification of accepted
solutions on paper and via |ogging of normal hybrid-1like
operation for Tier 1 and 2 and via additional physica
verification for Tier 3.

A concurrent requirement is to instrunent a
sanpl e of vehicles with a canned | oggi ng and transm ssion
system such as offered by V2Green. The data are to be
periodically and automatically transmtted to a centra
dat abase avail able to Board staff to ensure continued
conpl i ance.

A final inportant point concerns both conversion
battery warranties and durability testing, both of which
are potentially huge problenms for small conversion
conpani es and coul d cause the delay of conversions by nany

years. Qur suggestions are as foll ows:

CHAI RPERSON NI CHOLS: |I'msorry. Your tine has
expired. | didn't hear the buzzer go off.
MR. GREMBAN: | thought that was hopefully 15

seconds.
(Laughter.)
CHAI RPERSON NI CHOLS: No, sorry. Thank you.
Ckay. Dani el Sherwood, then Paul Guzyk.
We do have your witten coments.
Pl ease be ready, since I've told you in advance,

so we don't |lose time, because we have some Board nenbers
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on tight schedul es. Thanks.

MR, SHERWOOD: Hi. M nane's Daniel. 1'mthe
President of 3 Prong Power. W' re an aftermarket
conversion conpany. And we've nmet with CARB staff on
several occasions since the | ast Board nmeeting. And we
found themactually to be friendly and hel pful, if not
al ways | eni ent.

We do appreciate their willingness to propose a
tiered certification process in an attenpt to give our
industry the flexibility we need to grow and devel op and
ultimately produce the cl eanest vehicles on the road. W
recogni ze how this flexibility is very exceptional and not
somet hing that's generally offered to afternmarket
i ndustries.

By setting the industry maxi num of 5,000
vehicles -- they can ensure that the worst-case scenario
they calculate, | think was around 20 tons of NOx, by
setting that maxi numfor the industry. W believe this is
a worst case that's highly unlikely. It assumes that
every -- that we, first of all, hit that cap before the
i ndustry becones certified. But also, nore inportantly,
it assunes that every single person in the industry gets
t heir engi neer analysis conpletely wong, which we think
is likely given that we already have sone prelinnary

results fromArgon to work with. And we think if the
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staff's willing to work with us, we can do an engi neer
anal ysis that would be accurate. You know, the source of
t hese emi ssions are well understood.

We feel that the risk of this short-term
possi bly nonexistent, increase in NOx is well worth the
upsi de of nodifying vehicles so that we can nove
California towards plug-in vehicles.

Qur main concern with the proposal is that by far
the | ongest and the npbst expensive part of the conpliance
requirenents is the lab testing. And the staff report
says that they want to spread out the cost of conpliance
over the hundred vehicles, but then they set the nopst
expensive part at ten vehicles in Tier 2, which, in our
opi nion, isn't nuch of a spread out.

You know, we would like to be able to do a
hundred vehicles before we do lab testing. The thing
bei ng that we've al ready done a coupl e dozen vehicl es.
Everyone in the California industry has done nore than
ten. No one's done |less than ten.

If we could do a hundred, we could do engi neering
analysis, retrofit our existing fleet of vehicles in the
field to neet the engineering analysis conpliance
requi rements. Then we'd actually be cleaning the air in
California and not |eaving those people to continue to

pollute. W could also continue to operate our business,
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wor ki ng on the grants that we're working on, and sone
private investnents cone fromnoney to do a certification.
And then, boom we'd have a certified industry in
California.

On the other hand, with Tier 1 at ten cars, we
have no hope of being legitimte. W have nore than ten
cars out there. W can't even keep our doors open |ong
enough to go through the process of conpleting the
| aboratory testing.

Put this in a Catch 22 situation. 1'Il give you
an exanmple. W' ve been approached by an agency to do
thirty cars for them which we feel that our investors
woul d give -- would be the grounds for their invest -- to
give us the noney to do the certification. But of course
the agency wants it to be CARB certified. So if we were
in Tier 1, we could legitinately get the PO weight it to
our investors, do the certification. W'd be rolling,
we'd be in business, we'd have plug-in clean vehicles in
California. But at ten vehicles we know we're just toast.

So that's all | have to say.

CHAI RPERSON NI CHOLS: That's it. Thank you.

Paul Guzyk, Ben Jones.

MR, GUZYK: Ladi es and gentl enen of the Board and
the ARB staff, thanks for the opportunity to speak, as

we' ve spoken here before.
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Rat her than speak about the technical details,

i ke some of ny colleagues are, I'mgoing to tal k about
the big picture and why start-ups like ourselves are here
t oday.

Thi nk about tel evisions, cell phones, bicycles -
what do these consuner products have to do with cars?
Wel |, these industries no |longer manufacture in the U S.
kay, there's perhaps a few high-end bicycles that are
still made in the U.S. But those other industries are
gone. Wen | was last in the room about four nonths ago,
in late January, the big three auto nakers were having
tough times. Now, Chrysler's bankrupt, GMwi || nost
likely declare bankruptcy in the coming days. Many auto
pl ants have closed. The nunber of deal ers has been hugely
downsi zed.

Now, as a technologist, | was excited to see
press about the GM Volt. Now there's runors flow ng
around that the Volt project will get canned. And will
U S. auto industry survive? WII the Volt make it to
show oonms? Nobody knows for sure.

These are transformative times for the auto
i ndustry, the environnent, and the next generation
t echnol ogi es.

In the current issue of Wred nmagazi ne, the June

i ssue, the witer talks, "The only way for the Big 3 to
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survive is to harness the innovation of the nyriad

start-ups working on autonotive technology." 1In other
words, we all have to pay less attention to big auto and
enbrace what we call new auto.

Now, 3 Prong Power believes electrification of
the autonobile is the future, first with PHEVsS and then
ultimately a hundred percent EVs. Electrification of
vehicles is critical to our generation's transportation
and environnmental future. More inportantly, it's
i mportant to future generations.

A premature regul ation and high costs wll
adversely affect these start-ups, |ike ourselves, forcing
many new auto entrepreneurs to just throw in the towel and
apply their talents el sewhere. There has to be a way for
new auto and regulators to work together in the short and
medi um term wi t hout incurring nmassive costs and nar ket
delays. Oherwise, 10 to 20 years fromnow there will be
no donestic auto industry and the new cars we drive wll
all be made in China.

Now, sone of you might smirk at those coments.
But in the seventies few people thought Toyota woul d ever
be bigger than General Mtors and that Chrysler and GV
woul d file for bankruptcy.

So the decision today is not just about PF test

procedures. It's about the future of new auto.
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In closing, we'd |like the tiered approach. But
Tier 1 should be raised to 100 vehicles for conpanies |ike
us to survive, and/or we would |ike financial assistance
to get the testing done that needs to be done.

Thank you.

CHAI RPERSON NI CHOLS: Okay. Ben Jones and then
Charl es Prot heroe.

MR JONES: Good afternoon, Board, staff. Ben
Jones, Plug-In Supply. Thank you for the opportunity to
speak agai n.

We're a small California-based start-up
manuf acturer that builds systens to create vehicles that
reduce oil dependence, air pollution, and greenhouse gas
em ssions. Qur first product was for the Toyota Prius,
with hopefully others to follow.

In January, we explained how the original
proposal was cost prohibitive for small conpanies. The
proposed tiered systemthat we are speaki ng about today
still fails to address the extrenely high conpliance
costs. Despite sonme changes fromthe original proposal
these rules would still inpose a significant financia
burden that threatens to put us, and other snall conpanies
i ke us, out of business, thereby further del aying the
i ntroduction of plug-in hybrid electric vehicles to

California' s roads and squashing a growi ng sector of the
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green econony that is badly needed for California's
future.

We estimate that our cost of conplying with the
new proposed regulations will be $1.25 million in the
first year. This nunber is nmost |ikely conservative,
assunes a relatively brisk certification process, and is
only for a single product for a single vehicle. A
detail ed cost breakdown was subm tted.

At $1.25 million, we could not afford to conply,
and few conpani es coul d.

The proposed changes do not sufficiently address
the issues that the Board had directed staff to address.

Pl ug-in hybrid conversions represent such a small fraction
of California's autonobiles and, by extension, the state's
pol I ution, that such heavy-handed certification

requi renments are unwarranted.

There have been many good i deas proposed that
woul d keep the industry alive. | would Iike to highlight
several changes to the proposed regul ations that we
reconmend CARB nake.

First, increase the nunber of systens for Tier 1
to at |east a thousand vehicles. The high cost associated
with the testing requirenents of Tier 2 cannot be offset
with the sale of only ten units.

Second, reduce the battery warranty requirenents.
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No battery manufacturers offer a warranty on its batteries
for the duration that these rules require. Requiring a
warranty period greater than that offered by battery
manuf acturers will force conpanies to incorporate the cost
of one or nore battery replacenents into the initial cost
of the system putting the conversion out of reach of nany
of the early adopters who are key to progressing this
t echnol ogy.

And, third, revisit the battery durability
requirenents. Durability testing a battery requires years
to conplete. This will delay sales of plug-in conversions
for several years.

Thank you for considering my comments.

CHAlI RPERSON NI CHOLS: Thank you.

BOARD MEMBER SPERLING Could | -- just a couple
poi nts.

Yes.

BOARD MEMBER SPERLI NG  How nmany vehicl es have
you converted?

MR JONES: In California? It's, 1'd say,
roughly in the 40 range.

BOARD MEMBER SPERLING:  Around 40. In that 1.25
mllion, how many cars was that --

MR JONES: This is -- the 1.25, we have based it

on a projection of 500 systens in the first year, which is
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about 20 per nonth, give or take.

BOARD MEMBER SPERLI NG  Thank you

CHAI RPERSON NI CHOLS: Ckay. Co ahead.

MR, CHARLES PROTHERCE: All right. M nane is
Chuck Protheroe and |'m speaki ng on behal f of the Plug-In
Hybrid Industry Association. W're a group of snall
busi nesses and nonprofits that are working on the
aftermar ket PHEV conver si ons.

To sumari ze, these regulations will financially
bar nost, if not all, of our member nmanufacturers from
selling in California. These are the sane busi nesses that
have been pioneering plug-in hybrids and giving the public
the first taste of clean electric driving they crave.

The good news is there are alternatives. You
don't need to choose between air quality and innovati on.
We can have both. Qur association, along with others,
have subm tted many workabl e alternatives that would all ow
t hese | eadi ng plug-in conversion manufacturers to stay in
busi ness, while not negatively affecting air quality.

Al t hough proposed alternatives have been largely
i gnored by staff in the past, we hope the Board wll
seriously consider them as possible solutions.

Briefly, the three alternatives that our
association would like to offer are as foll ows:

Leave regul ations as is but raise tier nunbers
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hi gh enough for | ow volume manufacturers to finance
certification through sales; |eave regulations as is but
give a two-year w ndow for |ow vol une nanufacturers to
cone into conpliance; or |eave regulations nostly as is
and give incentive for plug-in hybrid conversions by
financi ng successful testing.

There are nore details provided on these
proposals in the online subm ssion by the Plug-In Hybrid
I ndustry Association. These are only three of nany
options available to the Board that could save plug-in
hybrid conversi on nanufacturers along with the California
air and pronmpt mass PHEV adopti on.

Thank you for giving me this chance to speak, and
I hope you will vote in favor of both the PHEV industry
and the air quality.

Thank you.

CHAlI RPERSON NI CHOLS: Thank you.

Rob Pr ot her oe

MR, ROB PROTHERCE: Madam Chairman, Board, staff,
nmy nane is Rob Protheroe and |I'mthe president of Plug-In
Supply. W're a California-based manufacturer of plug-in
hybrid electric vehicle conversion systens. And |'m here
today to ask you to del ay adopti on of these proposed
regul ations for at |east a year

There are many reasons to justify asking for the
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delay, and | just want to speak briefly on two.

The first is that these regul ations do not
accommodat e products with advanced features. They're
based on the first generation of plug-in hybrid
conversions. And, for example, if you take our product,
we have nmany features. One of those features is a button.
And when you push that button, it turns the car into a
pure electric vehicle. So you can pretty nuch run around
all day as an electric car not burning any fuel. But
according to these proposed regul ati ons, that conversion
isillegal, it's tanpering, and it's also considered a
gross polluter.

How can that be? |It's because if you were to
drive the car in that node of operation where the gas
engi ne did not cone on for a period of three days, then
t he evaporative canister would vent. And these
regul ations are blamng us for that venting. So the
reasoning is if there were mllions of these cars on the
road, we'd have a nmjor problem

However, every car made has the sane evaporative
canister. And when it's parked, after three days it
vents. So when you ride your bike to work, your canister
is venting. |If you're taking a bus, it's venting. |If
you' re away on holidays, it's venting. But because |'m

pul ling that sane gas engine around in a car that's now
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just being driven as an electric car, |'m being blanmed for
that venting even though mllions of other vehicles in
California are also venting at the same time.

Fol | owi ng that |ogic, every car sal esman shoul d
be going out turning on the engine on every car in every
sal es | ot every three days.

So that is just one exanple of a feature that
these regulations fail to address.

The other thing I'd like to talk on is, as ny
col | eague just nentioned, is the cost. At $1.25 million
that is a huge burden to put on a snall business. As we
all know, the banks aren't lending. It's just an
addi ti onal hardship that | think is going to be hard to
acconmodat e.

Further along those lines, the staff issued a
techni cal docunent, Appendi x K, for the econom c inpacts
related to the proposed exhaust and evaporative test
em ssions. And that docunent clearly states that these
regul ations will increase the cost of testing a plug-in
hybrid by 50 percent.

CHAl RPERSON NI CHOLS: Time's up

MR, ROB PROTHEROE: Thank you very much.

CHAlI RPERSON NI CHOLS: Thank you.

BOARD MEMBER D ADAMO.  Madam Chai r ?

CHAlI RPERSON NI CHOLS:  Yes.
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BOARD MEMBER D ADAMO | have a question of
staff.

CHAlI RPERSON NI CHOLS: Yes, go ahead.

This is for staff. But you can --

BOARD MEMBER D ADAMO |1'd like to get a better
handl e on this evaporative canister issue. The points
made by the witness just caused concern - and maybe |'m
not understanding the issue - with regard to plug-ins
versus | C engi ne vehicl es.

CHI EF DEPUTY EXECUTI VE OFFI CER CACKETTE: Ri ght.
And unfortunately | think the exanple given was an apple
ver sus orange compari son.

In our normal cars on the road today, they've
been tested under what's called a three-day diurnal. So
you put the car in a shed to neasure its enmi ssions, its
evaporative em ssions. And the tenperature starts out at
68 degrees in the norning and goes to 105 in the afternoon
and then cool s down overnight, and you do this three
times. And each tine you do that, sone of the fue
evapor at es and becomes hydrocarbons and it gets sucked up
into this canister. And the canister has to -- it's like
a sponge. It has to have the capacity to handle three
days' worth of these em ssions.

Now, every tine you start your engine up, you

suck the hydrocarbons out of the sponge and put it into
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the engine where it's burned. So for a nornmal car, we
drive it once a day, let's say. And every time we park
it, it gets some evaporative em ssions. And every time we
drive it, those get sucked back out of the canister unti
the canister's enpty. So that's what happens in the
normal drive.

Now, if you take a plug hybrid vehicle, for
exanpl e, and you drive less than its all-electric range,
then that engine will never cone on -- the gasoline engine
will never cone on and it will not reduce the em ssions.
So after three days of going through these hot-cold,
hot-col d, hot-cold cycles, the canister will be full and
the next day all of the enissions that conme off the car
will go into the atnpbsphere because there's no nore room
in the canister or the sponge for themto be absorbed.

And so that's what happens if you don't drive the car

Now, his exanple was lots of cars sit on |ots.
Well, that's, you know, a few percent of the cars are on
used car lots, for exanple. And a fraction of the cars
sit at an airport for nore than three days. And that's
true, and those cars after three or four days start
emtting a |l ot of em ssions.

But his exanmple was that somehow this is all of
the cars. And that's only a tiny fraction of the cars

that are not driven every day.
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So nost cars it works just perfectly. They have
m ni mal evaporative enissions. And the concern here is
that the plug hybrid electric vehicles won't if there
isn't sonme kind of a systemon board to at |east start the
engi ne up once in awhile.

BOARD MEMBER D ADAMO  Are there systens
avai | abl e where the engine would be started every three
days? |s that sonething that is contenplated by
the industry?

CHI EF DEPUTY EXECUTI VE OFFI CER CACKETTE: That's
up to them | guess, as to how to assure that the -- you
know, how to assure that the car has a chance to, what's
called, purge its canister.

BOARD MEMBER D ADAMO  Does that produce any
uni nt ended consequences of, you know, just starting the
vehicle --

CH EF DEPUTY EXECUTI VE OFFI CER CACKETTE: Wel |
it would be a cold start, which would be conparable to
what your normal car would do once a day or twice a day as
wel | .

It's not good to have to start it up. But
unfortunately with the evaporative em ssions, when the
sponge is saturated, the canister is full, the em ssions
becorme very, very high and, you know, can get up to 30

granms per test, which on a 30-mle typical day of
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traveling neans there's a gramper mle of evaporative
em ssions equivalent. And the car's designed to emt
1/100th of a gram per mile of hydrocarbons fromthe
tailpipe. It shows you how big of a source this can be

relative to the tail pipe enissions for a very clean car

So that's why there's the concern. 1It's not one
of these things that's gradual. Wwen it fills up, whamno,
you get -- the next diurnal cycle will be very high

em ssions. So that's the concern that's being descri bed.

BOARD MEMBER BALMES: |'mnot quite sure it's as
much of an apples and orange conpari son as you said.
Because | just left nmy car in a lot for over three days.
| suspect that there are nore cars on airport lots for
t hree days than we're envisioning, you know, converted
pl ug-in hybrids.

CH EF DEPUTY EXECUTI VE OFFI CER CACKETTE: Wel |
yeah, certainly that's true. | nean, the question here is
t he amount of vehicles that we're tal king about, and do
we, you know, turn a cheek for a thousand vehicles or
5,000 vehicles and have some cap on it or not? | think
that's, you know, part of the overall discussion. But on
a vehicle-to-vehicle basis, the conparisonisn't --

MOBI LE SOURCE CONTROL DI VI SI ON CHI EF CRCSS: And
all vehicles are required to have the three-day capability

when they're manufactured. So the real -- the orange in
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the situation is whether sonebody is allowed to turn that
off and not use it.

BOARD MEMBER YEAGER: If | could ask sone
foll owup questions as well.

So with the regul ar gas engi ne, what happens
after three days, then the evaporative em ssions go up; is
that correct? And is that what you're conparing now to
t he hybrids when you say that their evaporative em ssions
can be 16 percent higher?

CHI EF DEPUTY EXECUTI VE OFFI CER CACKETTE: Ri ght.
For a car that sits around for a week at the airport in a
hot summer nonth, it will have hydrocarbon em ssions from
evaporation by sonetime after the third day.

BOARD MEMBER YEAGER: Right. So | guess what |'m
still trying to understand, so if -- you have the probl em
after three days regardl ess of what vehicle. But it seens
like you're saying that with the plug-in hybrids, you're
al nost going to penalize themfor sonething that any gas
engine is going to do after three days.

And how do you know that -- with a plug-in
hybrid, that they nay go a very long tine w thout having
t he gas engine kick in because of other issues. And
i kewi se, you know, if people are sort of using this for
their daily commute, they mght well be using the gasoline

engine in that three-day period so the em ssions woul dn't
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be any hi gher.

CH EF DEPUTY EXECUTI VE OFFI CER CACKETTE: Wl |
you give an exanple of where it is conparable, where the
sane thing happens. But nopbst cars are not parked for
three days. |If you just look -- you know, |ook at the
street. Everybody's driving their car very frequently.
And so the vast najority of the cars are driven every day
or every other day. And none of those cars that are
driven in that node will get the evaporative enission
effect. It will all be controlled.

BOARD MEMBER YEAGER: But at least in theory, a
plug-in hybrid could also use its gas engi ne on the sane
regul ar basis and so the enissions wouldn't be any higher
It just seens you've given us worst case by saying 16
percent hi gher when actually it may not be.

CHI EF DEPUTY EXECUTI VE OFFI CER CACKETTE: No,
that's true. And to the extent that you drive the plug
hybrid vehicle 50 mles a day, then the engine will cone
on. But it all depends on the design. And this

regul ati on, you know, is not designed to figure every

desi gn.

CHAI RPERSON NI CHOLS: This is an interesting
conversation actually. It's illumnating in a |lot of
different ways. W do still have additional w tnesses to

hear fromthat may help frame the di scussion al so.
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Thanks.

So our next witness is John Wite, followed by
Les Gol dman.

MR, VWH TE: Thank you, Madam Chair and Board
menbers. M nane's John White and |'m here today
representing Al23 Systens, which is a conpany that
manuf actures battery conversion -- excuse ne -- plug-in
hybrid retrofit kits for Priuses. W are likely to be in
the Tier 3 arrangenent, given the size. W have severa
hundred orders currently placed. And thousands
potentially can be | aunched by the stimul us.

W' ve been working closely with the staff and are
here today in general support of the regulations. W
think it's time to nove forward to put these in place.

We al so feel that having done a significant
amount of testing of em ssions on through the process that
was allowi ng for us to have an anti-tanpering exenption,
we have some experience to offer about what the real world
likely em ssions are with these vehicles. And so we're
confortabl e proceedi ng forward.

But the one issue we wanted to raise is that
because this conversion, unlike sone of the others, does
not touch on the core systemof the Prius, but sinply
suppl enents an additional battery, we think a slightly

different treatnent on the warranty issue deserves and
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will be nore practically beneficial, that provides the
functional equivalent of the warranty provisions that the
staff has proposed.

Basically, what we had proposed is that -- in
di scussions with the staff, they were concerned about if
there is a dispute between us and Toyota about whether or
not there is coverage of the Toyota warranty, that we
woul d agree to make explicit in our own warranty that we
wi || stand between the custoner and Toyota and not send
them off on their own. That neans that we will back --
that anything that affects the Toyota warranty, that we're
responsi ble for, we will take care of and we won't make
t he custoner make the denonstration

We, therefore, think allowing a five-year
warranty rather than the ten-year warranty for the
suppl enental battery is a good middl e ground, because
we're not affecting the operation of the core vehicle
equi prent on the Prius. So we have made a specific
proposal. W have 30 copies presented. M colleague, M.
Gol dman can provide further detail. But with this snal
change, we think we could really launch a very, very
significant opportunity while providing the functiona
equi val ent of the coverage that was proposed by the staff.

But at this stage, being a new conpany with sone

significant effort in this area, the burden of the
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ten-year stand-al one we don't think serves enough of a
purpose to justify the costs. W think the way we've
proposed to handle it provides the same benefit to the
consuner as was originally proposed, and woul d urge your
consi deration of that slight nodification

CHAI RPERSON NI CHOLS: Thank you, M. White. Your
time's up.

MR. VWH TE: Thank you.

CHAI RPERSON NI CHOLS: M. Col drman.

MR. GOLDMAN:  Thank you.

This is not an easy issue, and the staff has done
an anmazing job from our perspective - and we've worked
with thema lot - in terns of trying to strike a bal ance
bet ween safety and em ssions and entrepreneuria
creativity.

Al23's been at this for a good while. |
personal |y have been driving one of these cars for al nost
three years now And it's really an unbelievable
experience to know that the technol ogy is here today where
you can plug in every night, feel patriotic, and put gas
in the tank every eight, nine weeks. | average in that
period of time in Washington D.C. about 100 to 110 miles
per gallon. And if nore people could get to experience
that, that's what this is about.

And our perspective on this nodification to the
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suppl enental battery is really designed to try and strike
the difference between, for at |east Al23, who has spent
mllions and nmillions on the testing and conplied, but is
not in the sane ballpark as a BMWor a Toyota -- where is
t hat spot where we can see thousands or tens of thousands
of these as a kick-start to the electric transportation
revol ution that you all have stood in the forefront, that
t he President is backing?

And if you just |ook at what your objectives are
and what we're tal king about in the proposal that we're
maki ng, we would stand behind -- in any converter that was
doi ng what we woul d be doing, would stand behind the
15-year em ssion warranty that you require, the ten-year
original equipnment battery warranty that you woul d
require, and would fully replace or fix the conversion
nodul e that was suppl enent, which can be taken out of the
car or shut off at any tine, leaving you with the exact
Prius, because it was designed to just |eave the Prius as
it is. It only adds a lot nore electricity. It doesn't
change it.

So you'd have a five-year program out of the box.
We did the first 500 on three years. W're going to five
now, as we get nore experience. There's thousands of
orders in the Clean Cities Program There's at least a

thousand in California alone. |f you could make that
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adjustrment, then a conpany like Al23, that's in the mddle
of -- not the biggest auto conpani es, but having done a
whol e I ot nmore than some of the other fol ks you' ve heard
from we can really nmake a difference with thousands and
t housands of these. And we might not be able to if we
have to put on our books today a backstop for a ten-year
warranty. We have enough experience with the five. W
feel very confortable. W expect to do even better.

But we urge you to consider this change as
somet hi ng whi ch acconplishes all of your goals, gives us
t he advantage of a new cutting edge program at the sane
time protecting all of the regulatory prerogatives that
you all have wanted to put in place in terns of the 15
years and the 10 years. And we urge you to give serious
consideration to that, so that the prograns can go forward
on a much qui cker and faster basis.

Thanks a | ot.

CHAI RPERSON NI CHOLS: | just want to clarify.

VR, GOLDVAN:.  Sure.

CHAI RPERSON NI CHOLS: That with that addition
you are confortable that you can conply with the rest of
t he provisions here?

MR GOLDVAN. In fact, | think that so nmuch with
regard to -- that's how -- yes, we support -- we support

nmovi ng forward now based on this one change, which is a
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relatively small change in ternms of all the objectives.
But thank you for asking that question.

CHAlI RPERSON NI CHOLS: Okay. Thank you.

BOARD MEMBER TELLES: Mary, can | ask a question?

CHAI RPERSON NI CHOLS:  Yes.

Excuse ne, M. Goldman. Before you |eave -- hold
it. A Board nenber has a question.

BOARD MEMBER TELLES: Just a question.

Where are you guys | ocated and how many cars have
you done?

MR, GOLDVAN: W have -- the mmin headquarters
are in Watertown, Massachusetts.

CHAlI RPERSON NI CHOLS: What's the probl enf

MR, GOLDVAN: Sorry about that.

There.

CHAI RPERSON NI CHOLS: COkay. Thank you.

MR, GOLDVAN: Actually, 1've got to watch ny
t humb.

We are located -- the main headquarters are in
Wat ert own, Massachusetts. We have to date done about 470
conversions. W have orders under the Clean Cities
Program for about another 3,800. And we would have
plans -- we're in discussions with the City of Los Angel es
and other cities all over for major fleets. And we have

the factory capacity to gear that up.
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And so | think we can make a real business out of
this, and help the American public understand what they've
been hearing about for ages, but be able to drive cars
like 1'"ve been driving for the |ast couple years. It's
very exciting. And you guys have been the | eaders in
hel ping make it happen. And | think with this one
adjustrment, it can really take off. And that's what we're
aski ng today.

But we have the capability to do thousands and
within a year tens of thousands. But you' ve got to walk
before you run. And you know what that line is like.

CHAlI RPERSON NI CHOLS: Thank you.

MR. GOLDMAN:  Any ot her questions?

CHAI RPERSON NICHOLS: | think that's it for the
moment .

MR, GOLDVMAN: Thank you very much.

CHAlI RPERSON NI CHOLS: Thank you.

MR. GOLDMAN: W appreciate your consideration.

CHAI RPERSON NI CHOLS: Bonny Hol nes- Gen.

Are you here, Bonnie?

Yes, she is.

Fol | owed by John Shears. And Tim Carmichael wll
be the | ast.

MS. HOLMES- GEN:  Good afternoon

CHAlI RPERSON NI CHOLS: No expansi ve hand gestures.
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Don't | ean on anything, don't touch anything.

MS. HOLMES-GEN: |'m Bonny Hol mes-Gen with the
Ameri can Lung Association of California. Good afternoon.

And first of all, | wanted to say that we agree
with the value and inportance of plug-in hybrid
conversions and their inportance in getting advanced
hybrid technol ogi es on the road, helping the public to get
famliar with these technol ogi es and spurring nore action
by the CEMs to ramp up devel opnent and depl oyment of these
i mportant technol ogi es to reduce gl obal warm ng, inprove
air quality, and inprove the sustainability of our
transportati on system

And we greatly appreciate the hard work of the
staff. And it's been very difficult, I know, to try and
bal ance the need for other testing and verification of air
quality and durability of these vehicles -- air quality
benefits and durability of the vehicles, but also provide
flexibility that's needed for the snaller comnpanies.

And in general, we support the regul ation that
the staff is bringing before you today and the flexibility
that's been included. And our only concern is that we are
concerned that the Tier 1 piece of this may be too | enient
and that it does not require actual testing and
verification of emissions. And that's the one concern we

wanted to bring to you today.
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Gven California's severe air quality situation,
whi ch as you know | eads to public health energencies,
hospitalizations, and premature deaths, we are concerned
that the Board needs to keep a close watch on the
em ssions fromthese vehicl es.

And so we think that the best policy for the
Board would be to require emissions testing for al
aft ermar ket conversi ons.

And without this requirenent, we're concerned
that the Tier 1 vehicles -- the Tier 1 approach could
result in gross polluting vehicles on the road and
vehicl es that are poorly engi neered.

So we have signed on to a letter, that | think
you have, along with other environnental public health
organi zations. And we have suggested some options. One
could be elimnating the Tier 1 piece of it or increasing
the requirenents of Tier 1 to require an actual emni ssion
test. Another option would be to phase out the Tier 1
after a substantial nunber of plug-in hybrids are on the
road. The suggestion is that after a total of a thousand
plug-in hybrid conversions are on the road.

So, again, our suggestions are nmeant to be -- we
want to see the Board nmove forward. W appreciate the
val ue and support, the need for supporting conpani es that

are investing in these advanced hybrid technol ogies. At
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the sane tine, we just want to nmake sure that we do have
adequate testing of air quality em ssions and that we know
exactly what is happening in ternms of the pollution
em ssions fromthese vehicles.

Thank you for taking the tine to hear our
testi nmony.

CHAlI RPERSON NI CHOLS: Thank you.

Ti m Car i chael

Ch, I'msorry. | mssed John Shears. |
apol ogi ze, John. Excuse ne.

Yeah, Timwants to be last. | know he does.

MR SHEARS: Good afternoon, Madam Chair and
menbers of the Board. And thanks for the opportunity. M
nane's John Shears. |I'mwith the Center for Energy
Ef fi ci ency and Renewabl e Technol ogi es.

And 1'd like to thank the Board and al so the
staff. W were one of the organizations that was actually
pushing for flexibility -- a nore flexible approach in
relation to the original staff proposal to acconmopdate,
you know, the conversion conmpanies. But at the sane tine,
we also would like to advise and urge caution. W are
al so signatories to the letter that Bonnie just mentioned.

One of the other key issues that we've raised is
the possibility - and, you know, hopefully naybe the | ega

staff can help clarify their thinking on this - about
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setting a precedent given sone of the flexibility that's,
you know, being envisioned through this three-tiered
approach, recognizing there are other aftermarket
conversion systens for other technol ogies that are out
there, you know, for retrofitting for flex fuel vehicles,
natural gas, et cetera, et cetera.

So we just want to also be sure that in trying to
accommodat e the manufacturers while protecting the
conversion kit manufacturers for PHEVs, that we're not
setting a precedent that might al so jeopardize the broader
set of regul ations.

So with that, we also generally support the staff
proposal and woul d ask that the Board nove forward with
those cauti ons.

Thank you.

CHAI RPERSON NI CHOLS: COkay. Thank you.

M. Carnichael .

MR. CARM CHAEL: Thank you, Chair Nichols. Tim
Carmichael, Coalition for Clean Air.

| echo the comrents of ny coll eagues, Bonnie
Hol mes- Gen and John Shears, and sinply note that this is
anot her exanpl e of the environnental community taking a
pretty conservative approach, cautioning, you know, not
the -- we want flexibility but not too much, so that it

could come back to bite us as this great new technol ogy
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rolls out. And that's the caution that we're raising
t oday.

Thank you.

CHAI RPERSON NI CHOLS: Ckay. Thank you.

Before | go to Board nenber comments, questions,
staff have any | ast conments?

BOARD MEMBER RI ORDAN:  Madam Chai r man?

CHAI RPERSON NI CHOLS:  Yes.

BOARD MEMBER RI ORDAN. Just a question for staff.
I"mnot sure that | heard a response to the proposed
changes that M. Goldnman and M. Wite offered.

Have you had a chance to see it and review it? |
know it says it was issued on the 12th. That doesn't nean
it arrived here on the 12th.

CHI EF DEPUTY EXECUTI VE OFFI CER CACKETTE: Yeah, |
think we've | ooked at it, and | |ooked at it quickly there
while the testinmny was going on. And it sounds like a
reasonabl e accommodat i on.

BOARD MEMBER RI ORDAN: Ckay. Thank you.

CHAlI RPERSON NI CHOLS:  Ckay.

BOARD MEMBER D ADAMO.  Madam Chai r ?

CHAI RPERSON NI CHOLS:  Yes.

BOARD MEMBER D ADAMO. On that issue -- and I'm
not sure that it's a problemor not. But before Ms. Berg

left she asked ne to ask a question and perhaps ask for a
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change on her behalf in the event that the warranty
| anguage i s adopt ed.

She had a concern about notice to consuners,
wanting to nake sure that the consuners are notified in
the event that a different warranty i s adopted.

CH EF DEPUTY EXECUTI VE OFFI CER CACKETTE: That
neans that if you go in to buy one of these conversions,
that you woul d get adequate notice that your warranty
m ght be affected in sone way?

BOARD MEMBER D ADAMO  Yes.

MOBI LE SOURCE CONTROL DI VI SI ON CHI EF CROSS:  As
part of the instructions that cone with the kits, the
warranty is explained. But |I think that we could do a
better job of it.

CHI EF DEPUTY EXECUTI VE OFFI CER CACKETTE: Wel |

we could add sormething in, if you wanted, that would be a

little bit nore explicit. | think what Bob said was it's
just -- it's, you know, going to be part of the
instructor's nanual, just |ike the thing you have in your

gl ove box for your car now, which nobody reads. So maybe
we should make it nmore explicit in the contract or
sonet hing that they disclose what the warranty is.

BOARD MEMBER D ADAMO  Ckay.

CHAI RPERSON NI CHOLS: Ckay. | think we have

heard the issues laid out pretty clearly. W're in, |
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t hi nk what everybody agrees is, a transition period,
al t hough nobody knows how long it's going to be, where
consumers are very interested, at |east a significant
nunber of themare interested, in noving into a plug-in
worl d and there aren't enough plug-in vehicles avail able
or not enough affordable plug-in vehicles for everybody
who'd Iike to buy brand new ones. And so there's going to
be a nmarket out there for conversions, and that's a good
t hi ng.

The question is sort of how far can the ARB go in
bendi ng or adapting our rules to make this market easier
nore fluid for people who want to get into it.

And we're seeing that there's sone -- at |east
one conpany that's cone in and testified that they think
they're going to be able to do fine in this, and anot her
several who don't feel that way or at |east are very
worried about it.

| ama little bit concerned. | suppose | will
plead guilty to being a regulator. But | think that our
job in this situation is to look first at making sure that
overal |l our prograns are doi ng what they were designed to
do to protect public health fromair pollution and then
secondarily, to look at the technol ogy pronotion side and
the hope for the future, which we would |ike to be a part

of .
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I think staff have gone way farther than they
neant to at the beginning of this process in terns of
maki ng accomodati ons for conversion technol ogies that are
not going to ever probably establish huge nunbers, but
al so woul d not be able to exist at all if they had to go
t hrough our normal test procedures. So | think they've
tried to strike a bal ance here.

| think there's sone vulnerability, frankly. And
not -- froma straight |egal perspective, there's a
guestion as to whether we really can even be doi ng what
we're doing here in terms of creating these tiers. |
don't know who woul d chal l enge us on it exactly. But, you
know, sonetimes people come fromvarious directions in
that regard. And | don't know whether we have a conment
here from our |egal team about how confortable they are
with this approach that we're trying to put together

SENI OR STAFF COUNSEL JOHNSTON: My nane's Di ane
Johnston and I'mwith the legal staff and amthe attorney
for this rul e-nmaking.

And Chairman Nichols is exactly right, that what
the law requires here is that the Board nake a finding
that there are no emi ssions increases as a result of the
nodi fications to the vehicle when the conversion systemis
instal | ed.

And so what we've been looking at is trying to
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create a schene where sone conversions are all owed because
there's a de minims effect fromthe conversions. And so
the question really is is what |evel should the de mininms
effect be set at? And so the staff has tried to set that
at a very low level, because ARB s prograns have al ways
required testing for em ssions effects. And so in this
Tier 1, there would be no testing. So really that |eve
needs to be very snmall to have a de mninms effect and for
the Board to be able to, with all sincerity, make a
finding that there are no em ssions increase. So that's
kind of a legal framework for this rul e-nmaking.

CHAI RPERSON NI CHOLS: Ckay. Thank you.

BOARD MEMBER TELLES: | would agree that there
shoul d be -- when we nake an action here, there should be
no em ssions increase.

But | would challenge the staff to try to neasure
any em ssions increase here, | nean, if we're talking ten
cars. | nean, just froma practical point of view here,
ten, hundred cars, a thousand cars, if we did every Prius
inthe State of California, it represents |ess than
one-t housandth of the cars that are driven in California.

I mean, let's get practical here besides just
being regulators. If we -- I"'msorry, My, but --

CHAI RPERSON NI CHOLS: No, you don't have to

apologize to me. |I'mproud of it. But I'll answer your
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point in just a second.

BOARD MEMBER TELLES: | really would have to
conpliment the team from Massachusetts that cane out
first. But | think as regulators, we shouldn't pass
somet hing which will kill an industry that is just
beginning in California. And | would really be in
charge -- | nean --

(Laughter.)

BOARD MEMBER TELLES: -- | would be in favor of
increasing that Tier 1 -- ten cars, hundred cars, it
doesn't make rmuch difference as far as true eni ssions
increase. And with all due respect to the lung society,
which | appreciate, but ten cars is not going to really
reduce the health in people in California. A hundred cars
won't. A thousand cars may not that are in this. | nean,
we've got to look at this froma practical point of view
And | would be in favor very nmuch of increasing that Tier
1 number up to the 100, which the local industry said that
they need to kind of survive. Let themsurvive. |[If they
don't survive after a hundred cars, so be it.

CHAI RPERSON NI CHOLS: | just want to respond to
t he underlying conment that you're naking here, at the
ri sk of prolonging a phil osophical debate, which naybe is
not worth doing. But, you know, this is a programthat's

about parts per million and inches. Everything we do to
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sone extent, al nost every rule we pass is dealing with
sone industry or sone entity that in and of itself is only
atiny part of the air pollution program |[|'ve been at
this for nore years than anybody el se on this Board, and |
have never been involved in a rul e-maki ng where the
affected industry didn't come in and explain that they are
only a small part of the problem and that you are
puni shing them as opposed to all those other people who

are the real problem

That's the fact of what we face. |If you want to
tal k about being practical, let's be practical about what
it takes to clean up the air. |I'mnot really arguing your

10 versus 100. But |I'm arguing the underlying approach
whi ch says, you know, what the heck, it's just a snall
amount. Well, everything is just a small anmount to
sonebody. But in the grand schene of what it takes to put
a SIP together or to neet anbient air quality standards,
we are dealing with tiny anpunts of pollutants.

So | think it's inportant to put it in a context.

| think Dr. Sperling wants to speak here.

BOARD MEMBER SPERLING First, I'mgoing to speak
as an engi neer and then as a lawer -- or ask a |l ega
qguesti on.

CHAI RPERSON NI CHOLS: Better not speak as a

lawyer or I'lIl conplain to the State Bar
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BOARD MEMBER SPERLING | have to say |'m not
convinced by the em ssions analysis. You know, one could
postul ate scenari os where there are in fact not only not a
smal | increase but even an inprovenent, you know, because
you can say, okay, so we take a vehicle, you know, with
one of these buttons that goes in all-electric node. So
it isinall-electric node so it's not emtting. The
conbustion engine's not working. And it's not only
reduci ng hydrocarbons during that tine, but it's also
reduci ng NOx. And NOx is not a canister issue.

So, | can craft a scenario where the cars are
operating in ZEV node for awhile instead of conbustion
node, saving em ssions then. That when they are getting
evaporative em ssions, it's not in 105 degree tenperature.
And maybe these cars will be actually garaged because
they're going to be plugged in, and so they're not
sensitive to -- they're not going to be subjected to the
hi gh tenperatures and therefore the diurnal em ssions will
be much | ess, you know, than forecasted here in this
anal ysi s.

And you can al so do a scenario that even -- |
guess, as Dr. Bal nes was saying, even these cars -- even
t hough they're in all-electric node, when you're in
all-electric node you -- if you're on a freeway, it

still -- the engine has to come on. It doesn't override.
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| think it only goes up to 45 or 50 miles per hour. |Is
that right?

CHI EF DEPUTY EXECUTI VE OFFI CER CACKETTE: Wel |l
there's nothing in this regulation that says what the
design of these vehicles are. So it could be one that
cones on lots of times or one that cones on rarely, acts
like a Volt, you know, as a 40-mle vehicle and hardly
ever cones on. So we don't distinguish that way. So the
regul ati on was designed to try to cover all those
scenari os.

BOARD MEMBER SPERLING But | think in the --

was actually referring to the Prius conversions. And it

m ght be different for different -- well, | guess you
can't -- they don't have the buttons on the other cars.
So it's actually just a -- | guess it's just a Prius
qguesti on.

And in Prius --

CH EF DEPUTY EXECUTI VE OFFI CER CACKETTE: It
depends on how you do it. | nean, the --

BOARD MEMBER SPERLI NG  Okay. | guess the point
is though that, you know, one can create plausible
scenarios in which the em ssions are actually |ess, |
think, as much as they are nore. | haven't gone through
and actually crunched the nunbers. But it just doesn't

seem conpel | i ng. Because we don't know how the vehicles
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are going to be used. And so, you know, if soneone just,
you know, does -- the engine does turn on once in awhile
if you're going beyond just the | ocal streets, then it
does -- it will purge the canister and neanwhile you are
saving all the NOx em ssions because you' re not running
t he engi ne.

So | guess, you know, in the end, it seens like a
tiny effect on em ssions.

So the other issue for me is the precedent issue.

And so |'mnot going to nake -- I'mnot a |awer. | don't
want to nake any -- but | do have a question on the
precedent. To what extent is this really -- | nean, it

woul d be a concern to me if this really was an inportant
precedent. But, you know, when | think about it, as |ong
as in the conversions they don't ness with the engine, and
at least in the high notion -- you know, A123 and, you
know, the other ones that I'mfamliar with, they don't
touch the engine.

And if you don't touch the engine, then, you
know, the precedent -- I'mnot sure what that precedent
is, because all it does is put you back to a regular Prius
or a regular hybrid. You know, whereas if you do a CNG
conversion, then you are nessing with the engine, you are
nmessing with the engine controls, and you do have the

threat of a high emtter. And so, you know, this coment
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about being high emtters, | don't -- if you don't ness
with the engine, it can't be a high -- you know, it won't

be a gross emitter as far as | can think it through.

So the precedent -- it's not obvious to nme what
the precedent is except in a -- as long as -- maybe we
have to have a -- part of the rule has to be that, you

know, if you have the Tier 1 or, you know, if the Tier 1
woul d go up to 100, that would only be allowed if you
didn't do anything to the engine m ght be, you know, one
way of dealing with that.

SENI OR STAFF COUNSEL JOHNSTON: Again, this is
Di ane Johnst on.

| think it is a big precedent, because right now,
for exanple, ZEV vehicles are -- we certify themand, you
know, they submit their data and everyt hing.

So, | suppose if -- and | don't know if this --
we' d have to ask our engineers here -- whether we could
carve out sone kind of an exception where they could do
| ess testing or no testing where the engi ne was not
affected. But | still think the precedent that we have
here of accepting the engineering evaluation for this de
mnims nunber --

CHAlI RPERSON NI CHOLS: That's what the precedent

SENI OR STAFF COUNSEL JOHNSTON: Ri ght.
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CHAI RPERSON NI CHOLS: Excuse ne for interrupting.
But no increase is no increase. | nean, you know, the Air
Resources Board doesn't |et people mess with cars, we
don't let people ness with fuels. W are rigid about
this. W are nasty. W are tough. There are a |ot of
peopl e out there who'd |ike to be in business selling
additives to vehicles and gasolines, and we have fought
them all back over the years. And nobst of them | would
venture to say, were legitimte people. They weren't
shysters. They were people who'd i nvented sonethi ng and
put their noney into sonething which m ght have done sone
good. But because there was a risk that it mght nmake the
air worse, we didn't go for it without very strong burden
of proof that it really was not going to increase
emi ssions, not -- zero, none. And so | think this is
dangerous territory here.

Dr. Bal mes.

BOARD MEMBER BALMES: Well, | specifically waited
for Professor Sperling to speak because | wanted to be on
stronger engineering grounds. Not only am| not a | awer.
' mnot an engi neer.

(Laughter.)

BOARD MEMBER BALMES: But, first of all --

CHAI RPERSON NI CHOLS: It's okay.

BOARD MEMBER BALMES: -- | wanted to conplinment
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the staff. | wasn't here for the January 29th -- | think
| may have the date wong -- day when this was first
di scussed. But | had to read the testinmony. | had to

certify to Charlyn that | had read the testinony, and
did. And | found it instructive. And | wanted to
conpliment the staff for the tier approach, which | think
as Mary said, was probably nore than you wanted to do.

But | think it's the right thing.

And nmy only problem-- or ny nmajor problemis the
nunber of vehicles in Tier 1 - it's been brought up
before - because | share with Dr. Sperling the feeling
that we're not tal king about a | ot of em ssion increase.
| can't certify that there'll be no em ssion increase, but
| think it's unlikely that there would be nuch with a
smal | number of vehicles. | just think -- and in terns of
the precedent, there's a difference between this and a
fuel additive. Because | think this is overall a good
technol ogy that's going to benefit air quality in
California. And we're talking about nurturing that. It's
di fferent than sonebody who wants to, you know, add an
additive to fuel to nake the engine run nore efficiently
or get nore speed or whatever.

CHAlI RPERSON NI CHOLS: Get nore gas m | eage,
that's what --

BOARD MEMBER BALMES: O gas nil eage.
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CHAI RPERSON NI CHOLS: That's a good thing. It
saves --

BOARD MEMBER BALMES: Gas nileage is a good
thing. But we're tal king about em ssions here. And |
don't see how pronoting plug-in hybrids is bad for the air
quality in the State. So | do think there's a difference

And in terms of the precedent, | don't -- you
know, we are requiring a reviewin ternms of the staff's
approach of the engineering analysis, there's a durability
test plan. So ARB has to approve this. And, you know,
whether it's ten vehicles or a hundred vehicles, that
doesn't seemto be -- the precedent is there. So |'mjust
argui ng about the nunber of vehicles. And | just --
hearing the testinmony fromsmall California-based
conversion companies, | think they've all made nore than
ten, so why do we even have a Tier 1?

So | would support Dr. Sperling' s -- or whoever
said a hundred vehicles. | guess it was Dr. Telles. It
seens nore reasonable to ne.

CHAI RPERSON NI CHOLS: Wl |, we don't even have a
noti on to nake an anendnent to. But |'m beginning to get
the drift of the conversation here.

M. Cross?

MOBI LE SOURCE CONTRCL DI VI SION CH EF CROSS: Can

| say sonething about the precedent just very quickly.
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CHAlI RPERSON NI CHOLS:  Sure.

MOBI LE SOURCE CONTROL DI VI SI ON CHI EF CROSS:  That
the status quo for fuel conversions and aftermarket parts
is that when -- if one wants to invent, if you will, they
get an experimental pernmit. And that neans that they can
maybe run one or two or three specialized vehicles with
perm ssion fromthe Air Resources Board that they don't
have to make a showi ng that they, in fact, pass any test
standards. Those vehicl es cannot be sold to anybody.
They're just basically perm ssion to do somnething
i nvestigative. And then what normally happens is that the
information fromthat vehicle is used to proceed into sone
sort of certification or rarefication process before any
nore vehicles are sold.

So | think that the -- and that's for all of
t hese other fuel conversion systens. So that's why the
staff is squirmng, is because we're -- you know, it's not
just -- it is a precedent because it's changing the way we
do business with all of the snmall entrepreneuria
busi nesses that want to -- you know, that want to sel
stuff.

CHAI RPERSON NI CHOLS:  Supervi sor Roberts.

BOARD MEMBER ROBERTS: Yeah. First of all
I'd -- for the record, | have read the prodigi ous anount

of discussion and testinony fromthe earlier hearing, and
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I've been briefed by the staff on this item And it seens
to ne that there's a lot to be gained here if we're
successful in this. And there's sonething unique here
that's quite different fromthings that we've consi dered
in the past. And | think the observation that we're not
putting anything into the engine or affecting the
operation of the engine, it seens to me with respect to
t he precedent we ought to define -- clearly define what
we' re doing and why we're doing it, which I think if the
circunstances were the sanme in the future, | wouldn't fee
unconfortable doing it again. But | feel confortable with
the staff's position and with the nodifications that were
requested. And | think we ought to naybe tighten the
| egal statenent up.

But | don't feel unconfortable in going ahead
with this, with the expectation that ultimately we're
going to see sone significant benefit and we mght |earn
some things that we don't know. Not every problem
necessarily has to be solved by our gigantic corporate
research nodel. And to sone extent | think we've put
ourselves in that box where the testing and other things
are so incredibly expensive that small conpanies can't do
those things. And we have an opportunity here that |
think would be -- | think it would be a shame if we | ost

it because of that approach
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So I'msatisfied with the suggestions and the
requested nodification

CHAlI RPERSON NI CHOLS: COkay. Supervisor Yeager

BOARD MEMBER YEAGER: Yeah, I'mtrying to --
under Tier 1, | know that we've talked a little bit about
it, but there's supposed to be an engi neering anal ysis
showi ng no i npact on enmissions. Can you talk a little bit
about what type of analysis that's going to be, and will
we know -- if when that's conducted, will we know a little
bit more or has that really already been done?

CH EF DEPUTY EXECUTI VE OFFI CER CACKETTE: Asking
if we had an actual exanple of one that has done that?
guess not at this point.

BOARD MEMBER YEAGER: So that mght give us sone
nore information. | mean, | think -- | nean, all of us
are concerned that - and | think Chair Nichols said it
very well - we don't want to do anything that's going to
i ncrease the anmount of pollutions in the air. But you
could also argue -- and going back to the discussion about
the canister purge. It just seens on one |level that the
plug-in hybrids could run exactly the same as any gasoline
engi ne and therefore doesn't increase the em ssions at
all. It isn't that it can't, but it -- and it could
certainly reduce themas well.

So | think we're in that one gray area where we
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really just don't know enough about the driving behavior
of a lot of what's going to happen with these cars to
under st and what the inpact is.

But going for the larger view, | think this is an
area where we do need innovation, where we do need people
that, you know, tinker in the garage and figure out, you
know, if there's a way to do this, that will bring about a
whol e new i ndustry. And keeping it in California rather
than -- Massachusetts is a great state, but certainly want
to make sure that we have companies here that can al so do
this type of work.

It's also -- you know, the other part about the
plug-in hybrids is that if they're driving themto work,
they need to be plugged in at work. And if we get nore on
the road, if we have nore enployees telling their
enpl oyers, you know, can we have a plug-in station
sonewhere, that when we get to the day of all-electric
vehi cl es, hopefully a Iot of those plug-in stations will
be there. So | think there's a |ot we can do to sort of
keep this industry alive.

And | also worry that ten is too |l ow. None of
us, | think, know what the right nunber is, but it could
wel | be a hundred. But one way to sort of consider this
too is if you want to nove up to a hundred, maybe

collapsing Tier 2 and Tier 3 and just having one other
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tier, a Tier 3. And that way if for sone reason we're off
and there is an issue, we can catch it at a hundred cars
rat her than goi ng beyond that if we're already at Tier 3.
And | don't know if staff had any reaction to using that
as maybe a safeguard if we do go up to a hundred.

CH EF DEPUTY EXECUTI VE OFFI CER CACKETTE: Well, |
think at Tier 3 you have to do the whol e shebang for the
101th vehicle. So it would be a question of when you
started doing that, which | guess -- the thing you would
m ss out of that scenario is you woul dn't have any
em ssion test then for the first hundred cars. That's
what it is.

And, you know, | think just to be clear on what
the costs are, the costs are on the order of $10,000 to do
that emi ssions test. | |ooked at the comrents about the
mllion point two dollars. And if you |ook at the paper
that they've presented, the vast mpjority of that cost is,
guote, lost revenue due to an appeal process or approva
process. So you have a $595,000 cost for a Tier 2, of

whi ch $500,000 is |ost revenue due to approval process,

whi ch says 84 conversions that didn't occur, | guess. So,
you know, the costs really are not that large until just
to --

CHAI RPERSON NI CHOLS: Those are not out-of - pocket

costs.
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CH EF DEPUTY EXECUTI VE OFFI CER CACKETTE: Yeah
it's not the million dollars. But it's $10,000. It's not
trivial for a small conpany and we understand that.

If | could nake one coment based on what
Supervi sor Roberts said, is | think what you were getting
to is some kind of -- sonething on the record that helps
narrow the precedent, if that's what | was thinking.

BOARD MEMBER ROBERTS: That's exactly right.

CHI EF DEPUTY EXECUTI VE OFFI CER CACKETTE: Because
the things that | think the staff worries about, having to
deal with this day-to-day, has to do with the sort of
val ue judgrment that you're having to place on this
regul ati on versus the val ue judgnment that we woul d have to
pl ace on other simlar regulations or adm nistration of
things. For exanple, right nowif you want to sell hot
rod exhaust headers on a vehicle, you do an FTP; you spend
$5,000 for a test before you can sell the first one.
That's the way the rules work now.

So the question would be that is the precedent
that we -- let's not worry about that until we sell a
hundred headers, and should that be the way the staff
| ooks at any future regulation? And, you know, | would
argue that the headers have no value to the environnent at
all, so we probably should be tougher on that. But then |

could turn around and | ook at General Mdtors and say,
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okay -- let's say you're introducing the Volt plug hybrid
electric vehicle and you want to sell 800 in the first
year. Should we make you run a conplete durability
eval uation on that |like we do now or should they get a
chance to get the first thousand or the first hundred, or
what ever it is, without having to go through that?
can --

CHAI RPERSON NI CHOLS: And what does their | ost
opportunity cost, if all the people who woul d have bought
Vol ts have gone out and converted their existing Prius? |
nean you're in a real mof the unknowabl e.

CH EF DEPUTY EXECUTI VE OFFI CER CACKETTE: And we
have smal|l manufacturers, you know, that we nmake go
through virtually all of the sane hoops as the big
manuf acturers do. But they m ght not sell a thousand
vehicles a year. And if it was a Ferrari or a
Rol | s- Royce, you'd probably say, "Well, too bad," you
know. But if it's, you know, some Subaru or sonething
that's -- a Porsche or something that's a snall vol une, we
m ght have to look at it differently.

So | think it is really inportant to get the
signal fromthe Board of what is the sort of narrow ng of
t he precedent here so that we don't run off in the wong
way here.

BOARD MEMBER SPERLI NG  How about the precedent
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being that there is no -- it is not allowed to change the
engine or the controls of the engine in any way
what soever, that the only changes would be unrel ated? So
like if you talk about the headers, that affects, you
know, the actual engine conbustion, and all of the other
exanpl es also did, would that be a distinction that woul d
wor k?

CHI EF DEPUTY EXECUTI VE OFFI CER CACKETTE: Well
it could be. But it goes back to the problemthat we
devel oped -- we were discussing before, is that it doesn't
change the way the engi ne conbusts, but it changes how
often it combusts. O what's its operational duty cycle?
We're not saying the engine, when it runs, is any
di fferent than Toyota in the case of a high notion, for
exanpl e, type design.

CHAI RPERSON NI CHOLS: Not threatening em ssions
i ncrease.

CH EF DEPUTY EXECUTI VE OFFI CER CACKETTE: But our
argunent was it's going to operate differently, and that
has an effect on em ssions. And so | know you don't agree
with that. But, you know, in your exanple with the engine
conmng on so there's lots of purge, 1'd also argue that
car has four or five cold starts a day instead of one or
two. And that has a NOx increase that -- you know, in

your exanple it was NOx decrease. But you would have it
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be a NOx increase if the engine, you know, got cold after
15 m nutes, which a catalyst typically does, and then it
had to come on, you know, nine over ten tines a day. And
t hat doesn't happen with the Prius because it cones on
frequently.

So, you know, it's a -- | understand the argunent
about the total volune here. But it really would help to
under st and, you know, kind of the precedent. And | think
it's hard to nail down, but that's what we need to try to
narrow | think a little bit here. O at |east that would
be hel pful to the staff certainly.

CHAI RPERSON NI CHOLS: Woul d people |ike a pause
so they can reflect and pray or --

(Laughter.)

CHAI RPERSON NI CHOLS: -- what should we do here?
You know, | think this is not easy. You know, I'Il do ny
j ob.

"' m going to ask that sonebody nmove the staff
proposal. And then if people want to make anendnents to
it, they can nake -- they can offer amendnents to it.

BOARD MEMBER RI ORDAN: Madam Chair, let me do
nove the staff proposal. And | would anend though to

i nclude the staff's acceptance of the CGol dnman-White
request.

BOARD MEMBER ROBERTS: I'll second that.
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Gol drman- Wi t e?

BOARD MEMBER RI ORDAN

warranty --
CHAI RPERSON NI CHOLS:

t hat was of fered

BOARD MEMBER RI ORDAN
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So what's the

Vel l,

it's nore on

-- the warranty provision

And to accept al so M.

Berg's request that the warranty be made very clear to the

pur chaser.

EXECUTI VE OFFI CER GOLDSTENE

We're thinking like

witten inforned consent at the tine of purchase,

sonet hing al ong those |ines.
CHAI RPERSON NI CHOLS:

Engl i sh.

EXECUTI VE OFFI CER GOLDSTENE

BOARD MEMBER RI ORDAN

EXECUTI VE OFFI CER GOLDSTENE

CHAI RPERSON NI CHCLS:

type.

BOARD MEMBER RI ORDAN

wite it.

(Laughter.)

EXECUTI VE OFFI CER GOLDSTENE

Balnmes to wite it.

BOARD MEMBER RI ORDAN

Yeah, something in plain
Yes.

Si npl e | anguage.

Ckay.

Greater than two point

Don't let an attorney

Just some sinple | anguage.

We'll ask Dr.

| agree. That would be --
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BOARD MEMBER D ADAMO | have a question
regardi ng the issue of precedent.

CHAI RPERSON NI CHOLS:  Yes.

BOARD MEMBER D ADAMO It seens to me that
whether it's ten or a hundred, the staff has a legitimte
concern about the issue of precedent. And | would just
suggest that Legal come up with sonme statenent of
reasoning for the record. | would think that you could
cone up with a nunber of distinguishing factors that makes
this situation rather unique, because of the hoped benefit
that we would be able to receive. And so whatever we end
up deciding on the actual nunbers, | think that would be
an appropriate job for Legal

BOARD MEMBER RI ORDAN. Let ne just say, Madam
Chair, ny notion doesn't anticipate any change in that.

CHAI RPERSON NI CHOLS:  Ckay.

BOARD MEMBER RI ORDAN: Al right. And also just
for the record, | need to say that | have read the
transcript for that nmeeting that occurred on - what was
it? - January 23rd or thereabouts.

CHAI RPERSON NI CHOLS: That was when we first
considered this item yes.

BOARD MEMBER RI ORDAN:  And | was not present.

CHAI RPERSON NI CHOLS: But you have reviewed the

record?

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345



203

1 BOARD MEMBER RI ORDAN:  Yes.

2 CHAI RPERSON NI CHOLS:  Thank you.

3 Okay. Yes, Ms. Peter.

4 CH EF COUNSEL PETER  Discl osures --

5 BOARD MEMBER TELLES: There needs to be a second

6 for the notion.

7 CHAI RPERSON NI CHOLS: | thought there was.
8 BOARD MEMBER ROBERTS: | seconded.
9 CHAI RPERSON NI CHOLS:  Supervi sor Roberts.
10 BOARD MEMBER TELLES: | would like to make a

11 notion also. That | would ask staff to increase the Tier
12 1 to a hundred.
13 CHAI RPERSON NI CHOLS: That would be in the form

14 of an anmendnent --

15 BOARD MEMBER TELLES: Anendrent .

16 CHAI RPERSON NI CHOLS: -- to the staff proposal.
17 Do we have a second to --

18 BOARD MEMBER BALMES: |'Il second.

19 CHAI RPERSON NI CHOLS: GOkay. That's been

20 seconded -- noved and seconded on the amendnent.

21 Before we take a vote, Ms. Peter had a comment.
22 CHI EF COUNSEL PETER: Are you going to nake your

23 disclosures in terms of ex parte communi cations?
24 CHAI RPERSON NI CHOLS: Wl |, we have to do that

25 before we take a vote. I'mwlling to do that at any
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time.
CHI EF COUNSEL PETER: |'m just making sure.
CHAI RPERSON NI CHOLS: |'d already indicated |
hadn't had any ex partes. | don't know if anybody el se

has any that they would |like to disclose.

Yes.

BOARD MEMBER BALMES: So | spoke |ast week with
representatives from3 Prong Power. And they -- what we
tal ked about was al nbst exactly mirrored by their
testi nmony today.

CHAI RPERSON NI CHOLS:  Ckay.

BOARD MEMBER D ADAMO  The same thing with ne.
Dani el Sherwood and Paul Guzyk from 3 Prong Power,

t el ephone call yesterday.

BOARD MEMBER YEAGER: Yeah, sanme with nme. | did
neet with Dani el Sherwood and Paul Guzyk from 3 Prong
Power and had a brief conversation with Bonnie Hol nes- Gen
at a reception on this yesterday.

CHAI RPERSON NI CHOLS: COkay. Yes.

BOARD MEMBER SPERLING And | nmet with Dan
Sherwood and Paul Guzyk at their facility in Berkeley, the
3 Prong Power, a few days ago. And | also had a series of
Emai | and phone conversations with Jan e Knapp, who was
representing those environnental groups, that wote a

letter.
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CHAI RPERSON NI CHOLS: Ckay. Those environnenta
gr oups.

BOARD MEMBER SPERLI NG  Those fol ks over there

CHAI RPERSON NI CHOLS: Great.

BOARD MEMBER SPERLI NG  You know who you are

CHAI RPERSON NI CHOLS: Anybody el se?

No.

Al right. Nowto the question then

Any di scussion on the notion?

| guess I'd just like to -- | mean, | understand
we' re tal ki ng about what does it mean to have no increase
and what does no increase nmean. That's the |ega
guestion. |Is there anything else that the staff
considered in terms of the business nodel that's involved
here in com ng up with those nunbers that we should be
under st andi ng before we take a vote on the difference
between ten and a hundred for Tier 1?

CHI EF DEPUTY EXECUTI VE OFFI CER CACKETTE: No,
don't think so. | think we just |ooked at it in terns of
the first nunber since there's no hard factual scientific
evi dence, em ssion data of any kind that that ought to be
snmal l er towards the kind of experinmental permit nunbers we
gi ve out for people to devel op vehicles, because that's
what the first phase would be. And that was, you know,

al ways under ten. So that's where we came up with that.
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And then, you know, going to the hundred | think
was just enough vehicles to be able to anortize the cost
of a $10,000 enission test sequence. That seened |ike,
you know, not an unreasonabl e nunber there. That's about,
you know, arguably a thousand to a car. But | hope they
woul d spread that over longer. And giving themsone tine
to start the -- using those cars to start the durability
denonstration. So that it's not really a separate test
program but they can use the cars that they've sold to
people to get some mileage on them

CHAI RPERSON NI CHOLS:  Ckay.

BOARD MEMBER BALMES: A point of information,
Madam Chai r man.

CHAI RPERSON NI CHOLS:  Yes, sure.

BOARD MEMBER BALMES: |If we change -- if we
accept the anendnent that's on the floor, then Tier 2 and
Tier 3 have to change, just because Tier 2 is now 11
t hrough a hundred and Tier 3 is beyond a hundred.

CHAlI RPERSON NI CHOLS: Ri ght.

And how woul d the staff propose to deal wth
t hat ?

CH EF DEPUTY EXECUTI VE OFFI CER CACKETTE: Well --
I"msorry, | was having a side conversation. But if that
was what happens to Tier 2, is that what it is?

CHAlI RPERSON NI CHOLS: If Tier 1 comes up to a
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hundred, then there's no Tier 2 anynore.

CH EF DEPUTY EXECUTI VE OFFI CER CACKETTE: Then
t hi nk, yeah, there's probably no Tier 2 and you'll have to
do Tier 3 at 101 -- is that --

CHAI RPERSON NI CHOLS:  Umhnm | think that would
be the effect. Yeah, | think that's correct.

BOARD MEMBER D ADAMO.  Are we di scussing --

CHAlI RPERSON NI CHOLS: W' re havi ng di scussi on on
t he amendnment before we vote on the anendnent.

BOARD MEMBER D ADAMO  Yeah, | have a few things
to say.

| really do favor increasing the nunbers, mainly
because |'ve just been at this for so |l ong and we've
really been struggling to get ZEVs out there. And, you
know, | was around when we so-called killed the electric
car. So, you know, | personally am | ooking for any
opportunity to encourage this industry to nove al ong.

But |'m nervous about meki ng these decisions at
the bench like this. And |I'mjust wondering, what kind of
timeline are we under? Maybe it would be nore rational if
we gave it back to staff if there seens to be an interest
on the part of the Board to increase the nunbers. |I'm
unconfortable with just doing away with Tier 2, because
Tier 2 does give us sone additional authority here and a

way to, you know, track this in a nore significant way.
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So do we have a tinmeline? Do we have to nake a
deci si on?

CHI EF DEPUTY EXECUTI VE OFFI CER CACKETTE: There
is one factor, is that Friday is the deadline for applying
for sone of the recovery noney which is available for
t hese conversions. And |I know peopl e have been calling
us, you know, trying to say -- | think the guidelines say
it has to be certified by EPA or ARB. The problemwth
those guidelines is that neither one of us has a
regul ation to certify them by.

CHAI RPERSON NI CHOLS:  Yeah, | can comment.

CHI EF DEPUTY EXECUTI VE OFFI CER CACKETTE: So
we're the only act in town | believe. And that may be a
consi deration.

CHAlI RPERSON NI CHOLS: | have not had any
conversations about this rule-making with any of the
parties outside of this hearing. But in a conpletely
separate action, | had indicated that | was going to wite
aletter to |l guess DCE telling themthat ARB was going to
be certifying conversions and supporting funding fromthe
Econoni ¢ Recovery Act going to Clean Cities for these
conversion projects. So we knew we woul dn't actually have
any certified yet because the regs wouldn't have taken
effect. But at |east we could say, you know, we were

goi ng to have them
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M. CGoldman, did you -- if you have sonmething to
add to that.

MR. GOLDMAN:  Thank you, Madam Chai r nan.

Wor ki ng from Washi ngt on and havi ng been foll ow ng
this, there's about $400 mllion in stimulus funding in
the Clean Cities Act, a good chunk of which is avail able
to California, and a lot of cities have applied. And DOCE
had originally had a rule that had said -- well, it had to
be certified by the 29th, and you guys are neeting today.
They have responded to the congressional |eadership who
have asked -- that that seems unreasonable since we're on
the road and the people who are ahead with regard to
havi ng recei ved the test results and have had them
reviewed. So that it becane very inportant in the
applications, that California had acted before the
deadline, to at least put it in place, which the estimtes
are in California that could mean another 80, 90 mllion
bucks coming in for funding of this in California. So
that is a consideration

CHAlI RPERSON NI CHOLS: We definitely want to be in
t he busi ness of certifying conversions. But to that point
and to what Ms. D Adanp was saying, it's like the | ow
carbon fuel standard - why wouldn't we want the noney to
be going to the conversions that we know are going to do

the job? | nean, this desire to prompte the little guy in
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his garage with his, you know, 70 vehicles is at war with
the desire to actually get a |lot of noney out there so
that cities Iike nine can do big conversions for the
conversion -- with conversions that are really going to do
the job, that we can show are going to do the job because
we' ve tested them as opposed to just giving them a pass
because we don't think they're going to do any harm

BOARD MEMBER SPERLING So if we set the limt at
a hundred, does that nean though that -- instead of ten,
for instance, if they apply for funding for nore than a
hundred vehicles, then what does that nmean in terns of the
testing? They have to do that before --

CHAI RPERSON NI CHOLS: If it's nore than a
hundred, they'll have to do the testing before they can
show that their kit is certified.

BOARD MEMBER D ADAMO Wl |, one thing that would

hel p ne decide here is -- it seens that we are under a
deadline. And | imagine that staff westled with a |ot of
di fferent scenarios. |Is there sonething in between the

ten and a hundred that you considered, you know, with the
eye towards em ssion reductions and not goi ng over, and
with regard to the different tiers, is there sone

conbi nation that -- not necessarily that you woul d
support, but that you considered and have sone

back- of -t he- envel ope analysis on if we | ooked at
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i ncreasing the various tiers?

CH EF DEPUTY EXECUTI VE OFFI CER CACKETTE: | think
that, you know, getting the basic em ssion test is
probably the nost val uabl e piece. That noves us from you
know, engineering judgnment to real hard data. And then
you know, it's -- the longer termis the durability, when
we get to a |large nunber of vehicles, to nake sure they
don't, you know, fail in use in some way and that they
have full OBD and things that are forgiven partially at
the early days.

So, you know, | guess fromny viewpoint, if you
make a change, you would not raise Tier 1 as nuch and
still keep Tier 2 in place, so that you force the enission
test earlier than a hundred, and that gives us real data
to | ook at.

BOARD MEMBER YEAGER: But under the amendnent,
just going back to what you were asking, we aren't really
getting rid of Tier 2, it's just -- we're collapsing 2 and
3 together, right, I nmean if we go with the hundred, just
because of how the numbers would work --

CH EF DEPUTY EXECUTI VE OFFI CER CACKETTE: Wel |
ny under standi ng, you --

BOARD MEMBER YEAGER: -- under the anendnent
that's on the floor?

CH EF DEPUTY EXECUTI VE OFFI CER CACKETTE: Wel|
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ny understandi ng of the amendment, if | got it right, is
that you do an engi neering eval uation and you're

aut horized to sell a hundred cars. And then at 101 you
have to do the full -- you have to do the January proposa
at 101, which is the full emission test plus durability
eval uati on.

BOARD MEMBER YEAGER: Right. So in that sense
you're not getting rid of Tier 2, | guess, is..

CHI EF DEPUTY EXECUTI VE OFFI CER CACKETTE: So
that's what the anmendnent is, as | understand it. What
you were asking ne, Ms. D Adanp, is there sone other
alternative? And it would just be that there -- we keep
three tiers, but you raise Tier 1, not to a hundred, but
sonmewhere |l ess so that we actually get the enission data
earlier, just as a suggestion.

CHAI RPERSON NI CHOLS: So you'd start to get sone
data at an earlier point, right.

BOARD MEMBER D ADAMO So then really the only
other alternative would be sonething |less than a hundred
on Tier 1, maintaining Tier 2 and Tier 3.

CHAlI RPERSON NI CHOLS: Ri ght.

BOARD MEMBER D ADAMO Wl |, if we nmake a change,
I'd feel nore confortable with that. But | don't know
what it would be -- what the nunber woul d be.

CHAI RPERSON NI CHOLS: Okay. Well, | think we
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need to nove forward here to at | east expand the
di scussi on.

So we should vote on the anendnent, which, as
we' ve just said, would increase Tier 1 to a hundred and
then make Tier 2, Tier 3 at 101 vehicles.

We can do a roll call vote on this if you want
to.

| amgoing to vote no. And I'mlate in the list.
So just so you know.

Al right. Let's have the clerk call the roll
pl ease.

BOARD MEMBER BALMES: Are we voting on the
amendnent ?

BOARD MEMBER RI ORDAN.  You're voting only on the
amendment .

CHAI RPERSON NI CHOLS: Changing the cut points.

BOARD MEMBER SPERLING. To 100 -- nmoving to --

CHAI RPERSON NI CHOLS: -- to 100.

MS. ANDREONI: Dr. Bal nes?

BOARD MEMBER BALMES: Yes.

MS. ANDREONI : Ms. D Adanp?

BOARD MEMBER D ADAMO.  No.

M5. ANDREONI: Ms. Riordan?

BOARD MEMBER RI ORDAN:  No.

MS. ANDREONI :  Supervi sor Roberts?
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BOARD MEMBER ROBERTS: No.

MS. ANDREONI : Professor Sperling?

BOARD MEMBER SPERLI NG Yes.

MS. ANDREONI: Dr. Telles?

BOARD MEMBER TELLES: Yes.

MS. ANDREONI : Supervi sor Yeager?

BOARD MEMBER YEAGER  Yes.

M5. ANDREONI :  And Chairnman Nichol s?

CHAI RPERSON NI CHOLS:  No.

MS. ANDREONI: We have a split vote.

(Laughter.)

CHAI RPERSON NI CHOLS: The amendnent fails.

Al right. W now nove to the main proposal,
unl ess anyone wants to offer another anmendment.

BOARD MEMBER ROBERTS: |I'mgoing to try a
slightly different. Wth the Tier 1 going up to 50 and
then the Tier 2 from50 to 100. And then after that |
think it -- | think | sense what --

CHAI RPERSON NI CHOLS: It sends a signal that the
Board is supportive of nurturing this industry and giving
thema little nore opportunity to make sonme noney.

BOARD MEMBER ROBERTS: But | think we maintain
three tiers, but just change the break between 1 and 2 to
from10 to 50.

CHAI RPERSON NI CHOLS: | think that m ght be worth
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di scussi ng.

BOARD MEMBER ROBERTS: |1'd like to put that as
an -- offer that as amendnent.

BOARD MEMBER D ADAMO.  Second.

CHAlI RPERSON NI CHOLS: Okay. Discussion?

BOARD MEMBER TELLES: Discussion about the
amendnent s.

There was two amendments. |s the first anendnent
voted down too then? Not voted down. But it was
basically --

EXECUTI VE OFFI CER GOLDSTENE: No, we haven't
gotten to that.

BOARD MEMBER ROBERTS: The first anmendnent
failed.

EXECUTI VE OFFI CER GOLDSTENE: The first amendment
failed. But the first notion, you nean?

BOARD MEMBER TELLES: No, there was -- Ms.

Ri ordan nade an amendment and | nade it a --

BOARD MEMBER ROBERTS: No, she nade a notion.

CHAlI RPERSON NI CHOLS: You haven't gotten to her
notion yet.

BOARD MEMBER RI ORDAN: My notion included the
warranty consi derati on.

BOARD MEMBER TELLES: Ckay.

BOARD MEMBER RI ORDAN: But | did not accept the

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

216
ot her anendnent .

BOARD MEMBER ROBERTS: Your motion is still on
the floor. But you need to --

CHAI RPERSON NI CHOLS: Yes. W're offering
anot her anmendnent .

BOARD MEMBER ROBERTS: -- we need to vote on the
amendments first.

CHAI RPERSON NI CHOLS: And there's been an
amendnment offered with a second, which would now give Tier
1 up to 50 vehicles; Tier 2, 51 to 100; Tier 3 as
previously proposed.

Al right. Let's try aroll call vote on this
one.

MS. ANDREONI: Ckay. Dr. Bal mes?

BOARD MEMBER BALMES: Yes.

MS. ANDREONI: Ms. D Adanp?

BOARD MEMBER D ADAMO  Aye.

M5. ANDREONI: Ms. Riordan?

BOARD MEMBER RI ORDAN:  No.

MS. ANDREONI :  Supervi sor Roberts?

BOARD MEMBER ROBERTS: Yes.

MS. ANDREONI : Professor Sperling?

BOARD MEMBER SPERLI NG Yes.

MS. ANDREONI: Dr. Telles?

BOARD MEMBER TELLES: Yes.
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MS. ANDREONI : Supervi sor Yeager?

BOARD MEMBER YEAGER  Yes.

M5. ANDREONI :  And Chairnman Nichol s?

CHAI RPERSON NI CHOLS:  No.

MS. ANDREONI: Mbdtion passes 6 to 2.

CHAI RPERSON NI CHOLS: Okay. So now on the
anended notion -- on the anended initial notion, as per
Ms. Riordan, we'll do another -- and we don't have to do
aroll call vote

Al in favor please say aye?

(Ayes.)

CHAI RPERSON NI CHOLS: Any opposed?

None. It carries.

Al right. W have a procedure.

Thanks, everybody. Good work.

kay. We will now -- do you need a break, a five
or ten nminute break, or should we -- yeah, okay.
We'll take a ten-m nute break, and then we'll

cone back and do the report on the noney, the good stuff.

(Thereupon a recess was taken.)

CHAI RPERSON NI CHOLS: We're down to the last item
on our agenda for today.

This is to consider an update on the existing
grant agreements for the Proposition 1B Goods Mvenent

Emi ssi on Reductions Program and the Lower Emi ssions Schoo
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Bus Program

M. Col dstene, are you prepared to introduce this
itenf?

EXECUTI VE OFFI CER GOLDSTENE: | am  Thank you,
Chai rman Ni chol s.

Last year, the Board awarded over $246 mllion in
first-year bond funding to reduce diesel em ssions from
freight movenent in the State's trade corridors for the
CGoods Movenent Program and over $191 million to air
districts for the School Bus Program

The grants provided incentive funding for cleaner
trucks, school buses, |oconptives, ships at berth, and
harbor craft consistent with the program guidelines.

In 2008, | ocal agencies began inplenmenting the
projects. However, in Decenmber of 2008 the California
Depart nent of Finance issued a budget letter to all State
agenci es having control and oversi ght over genera
obligation bond funds, effectively freezing these
prograns. This funding suspension |led to project del ays
that have inpacted all of the grant agreenents.

We have recently had a bit of good news, that a
portion of our first year bond funds is finally com ng our
way. Today, we'll hear the |latest on avail abl e bond
funding and staff's recomendati ons for amending the

program requi renents and grant agreenents so that we may
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proceed with the inplenentation of program funding as soon
as possi bl e.

These grant agreenent changes and the resumed
partial funding will enable California to continue
expandi ng the use of cleaner technologies to neet multiple
air quality goals: To reduce health risk fromdi ese
particulate, to nmeet air quality standards, and to reduce
gr eenhouse gas emi ssi ons.

| appreciate the efforts by our |ocal agency
partners who began inplenmenting their grant agreenents
| ast summer and fall

As al ways, we want to nove as quickly as possible
to see the benefits of these available funds nmove into
California communities.

Now, 1'd like to introduce Matthew Botill of the
Pl anni ng and Techni cal Support Division to provide the
staff presentation.

Mat t hew.

(Thereupon an overhead presentati on was

Presented as foll ows.)

MR, BOTILL: Thank you, M. Col dstene.

CGood afternoon. |I'mhere today to provide an
update on ARB's Proposition 1B incentives for goods
noverment in school buses. The purpose of this itemis to

seek your support for changes to those programs to help
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i npl enent incentive projects as bond funds becone
avai | abl e.

The Board has already awarded funding to air
districts and seaports. W need to update the terns and
condi tions of those awards.

--000- -

MR, BOTILL: 1'll begin with a brief report on
progress, followed by an update on avail abl e fundi ng, and
t hen concl ude by describing the changes needed to existing
gui del i nes and grant agreements for each program

--000- -

MR BOTILL: Under the CGoods Movenent Em ssion
Reducti on Program ARB awards bond funds to | ocal agencies
that then offer conpetitive grants to reduce em ssions
fromtrucks, |oconotives, ships at dock, harbor craft, and
cargo equi prent used to nove goods.

In February 2008, the Board adopted the Program
CGui del i nes which provide direction to ARB staff and | oca
agenci es on inplenenting the program At that neeting,
and at a subsequent hearing in May 2008, the Board awarded
over 246 mllion in first year grants for 21 |oca
agencies -- local projects. Excuse ne.

These air districts and seaports quickly began
recruiting applicants. They received nore than 9,500

applications, nearly all for trucks. To date, truck
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owners have replaced or retrofitted over 300 trucks,
primarily under the early grants adm nistered by the South
Coast and San Joaquin Valley districts.

On Decenber 18th, 2008, the State Departnment of
Fi nance issued a budget letter requiring agencies slated
to receive general obligation bond funding to suspend
action on these prograns. As directed, ARB then
instructed | ocal agencies adm nistering Prop 1B grants to
stop signing new equi pnent project contracts or expending
funds for existing contracts until sufficient bond funds
become avail abl e.

--000- -

MR BOTILL: Under the Lower Enission School Bus
Program ARB partners with local air districts to offer
grant funding for new safer school buses and to put air
pol I uti on control equipnent on buses that are already on
t he road.

In March 2008, the Board adopted the program
gui delines for the School Bus Program At that neeting,
the Board al so approved an allocation of over 191 million
in funds to 35 air districts, according to the fornula
prescribed in State | aw.

Local districts actively inplemented the program
in the second half of 2008. By Decenber, school bus

owners had requested over 240 mllion in project funds by
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submi tting applications for nore than 1,200 school bus
repl acenents and 4,000 retrofits.

Foll owi ng the order fromthe Department of
Fi nance, we also instructed air districts running the Prop
1B School Bus Programto stop signing new equi pnent
project contracts or expending funds for existing
contracts.

--00o0- -

MR BOTILL: In April 2009, we received the first
install ment of cash from bond sales to reinburse ARB for
expendi tures previously made for both prograns before the
Decenmber funding freeze.

This 33 million reinbursed ARB for early grant
truck projects already funded in the South Coast and
Central Valley, as well as school bus upgrades funded
t hr oughout the State.

Sone | ocal agencies al so requested and received
initial funding to cover their adm nistrative expenses.

--000- -

MR BOTILL: Earlier this nonth, ARB received a
second installnment of cash fromCalifornia's sale of Build
Ameri ca Bonds that were subsidized by the federal stinulus
package. N nety mllion is avail able for goods movenent
and 71 mllion for school bus.

Consistent with the priorities previously
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establ i shed by the Board, ARB staff identified the subset
of Goods Movenment and School Bus grants that can restart
with this second installnment of nopney.

Under federal |law, these funds can only be spent
on cl eaner equi pment. They cannot be used to reinburse
| ocal agencies or ARB for staffing and adm nistrative
expenses. W informed each |ocal agency of this
limtation to find out if they wi shed to accept bond noney
with this condition. Only the Sacramento Air District
chose to decline the grant funds until adm nistrative
funds are avail abl e.

For Goods Movenent, the priorities for the 90
mllion include a shore power project for ships in the Bay
Area and projects for port trucks in coastal areas and to
other trucks in the San Joaquin and I nperial Valley.

For School Bus, this neans 71 mllion to repl ace
all pre-1977 school buses statew de, plus funds to upgrade
ot her buses in the South Coast and Central Valley.

Your handout shows the conmplete |ist of projects
for both programs and the funding level currently
avai | abl e for each.

W' Il be sending letters to the |ocal agencies
shortly to formally authorize restart of the selected
projects. Then we will amend the grant agreements with

t hose agenci es according to the direction you provide at
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this neeting.
--000- -

MR, BOTILL: W still need approxi mately 250
mllion in bond nonies for both the Goods Myvenent and
School Bus prograns to cover the funds obligated in grants
to local agencies during the first year of these prograns.

W will continue to work within the
adm nistration to seek priority funding for ARB's Prop 1B
prograns when the State is able to raise nore cash from
bond sal es.

We hope to request new proposals fromloca
agenci es for the next round of goods nmovenent funding this
fall, followi ng Board consideration of conprehensive
updates to the program gui del i nes.

--00o0- -

MR, BOTILL: We're here today to discuss specific
changes to nodi fying existing program gui delines and anend
the first year grant agreenments. While some of these
things are within the Executive Officer's discretion to
i mpl enent, others require Board approval to amend
guidelines. We will describe the key changes today.

--000- -

MR BOTILL: ARB staff has identified a few areas

where changes to program gui delines are necessary to

reflect the current uncertainty in the timng for ful
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fundi ng of the existing grant agreenents or to support
ef fective inplenentation

The del ay of bond funding means that |oca
agencies will require additional tine to conplete projects
under the existing grant agreenents.

ARB staff is also proposing to nodify year one
projects to better align the recently adopted statew de
truck and bus regulation. Local agencies have al so
requested to change their existing funding awards or
conditions. W support the request discussed in this
presentation that can be inplenmented according to the
exi sting guidelines.

Sone | ocal agencies and industries have suggested
broad scal e changes to the fundanmental structure of the
Goods Movenent Program  These proposal s shoul d be
di scussed when the Board hears the conprehensive update to
the guidelines anticipated in fall 2009.

--000- -

MR, BOTILL: In the remaining slides, | wll
hi ghl i ght the areas where staff is seeking Board approva
to change limted provisions of the existing guidelines to
resol ve inmplenentation issues. The nmajority of the grant
agreement amendnents we are di scussing are within the
Executive O ficer's current authority to inplenment under

t he program gui del i nes adopted by the Board.
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--000- -

MR, BOTILL: The existing grant agreenents
provi de that |ocal agencies can request and receive
funding from ARB when t hey denonstrate they have net the
performance mlestones in the guidelines. W need to add
a provision to each agreenent that ARB's obligation to
di sburse funding is dependent on obtaining State bond
funds to nmake those paynents.

The tim ng and anount of funding for this program
in each bond sale are uncertain. ARB will notify loca
agencies in witing with authorization to restart projects
up to a specified funding anount, as additional nonies
becone avail abl e.

--000- -

MR, BOTILL: The existing grant agreenents
establish the tinmeframes for | ocal agencies to sign
contracts with equi pnent owners, and additional tinme to
liquidate funds for conpleted projects.

Wth the delay in bond funding and uncertainty
about the next installnments, ARB staff proposes to extend
the deadlines. The extension will typically cover the
amount of tine that bond funding for the grant was
suspended, plus a short restart period.

This general concept will enable ARB staff to

| ook at the individual situation, including when bond
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funds are nmde available, to determne the appropriate
deadlines in consultation with the |ocal agency.

Since the inplenenting statutes define an
absolute maxi mumtinme to contract and |iqui date funds
under both programs, the extension nmust fit within that
period or the funds revert to the legislatively controlled
program account .

--00o0- -

MR, BOTILL: Wen the Board adopted the Goods
Moverrent Program gui delines, the correspondi ng resol ution
del egated to the Executive Officer the ability to make
i nterimchanges to the guidelines and to bring those
changes back to the Board during the hearing on the next
conpr ehensi ve update.

Wth the adoption of the School Bus Cuidelines
and correspondi ng resol ution, the Board del egated to the
Executive O ficer the ability to nmake limted adjustnents
to the program guidelines.

To all ow both prograns to be nore responsive to
i ssues and new devel opnents, we propose that the Board
expand the Executive Oficer's authority to include naking
changes to the program gui delines and grant agreenents
that are consistent with the statutes and the goals
established by the Board, if needed to enable effective

i mpl enent ati on.
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--000- -

MR BOTILL: The Goods Movemnent Cuidelines
currently require that bond-funded truck retrofits with
particulate matter filters be conpleted at |east six
nmonths prior to the regulatory requirements. Wth the
January 1st, 2010, conpliance deadline in ARB s drayage
truck rule, the guidelines require bond-funded retrofits
for trucks serving ports and internmodal rail yards to be
conpl eted by June 30th, 2009, one nonth from now.

Wth the delay in funding, it is no |onger
possi ble to neet that deadline. However, when the Board
adopted the drayage rule, we expected that substantia
bond funds woul d be avail able for early conpliance, with
retrofits as the top funding priority.

In Iight of the extraordinary circunstances, we
recommend that the Board reduce the early period for
installation of PMretrofits on trucks serving ports and
i nternodal rail yards, such that projects conpleted by
December 31st, 2009, are eligible for bond funding. Staff
believes that this represents the earliest feasible
deadline in this unique situation

--000- -

MR BOTILL: The Goods Movenent GCuidelines

require that truck replacenents be operational at |east

three years prior to the technol ogy deadl i nes and
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applicable rules. Under the statew de Truck and Bus Rul e,
the rel evant deadline is January 1st, 2013. This would
require new trucks to be funded and operational by the end
of this year.

Because of the funding delay, we recomrend t hat
the Board reduce the early period for the limted
popul ation of other trucks in the 1998 to 1999 nobdel year
range. Shifting the early period fromthree to two years
woul d al l ow these trucks to be replaced with bond funding
t hrough 2010. This change woul d be consistent with the
exi sting two-year early period for 1997 and ol der trucks.

--000- -

MR BOTILL: The current Goods Myvenent

CGui delines also require that trucks be under contract for
specified project life and subject to program conditions,
i ncl udi ng hundred percent California operation. Wth the
Board's subsequent adoption of the statew de Truck and Bus
Rul e, there is now additional assurance that clean trucks
stay in operation in California.

We believe it is appropriate to shorten the
length of time that each truck would need to renain under
contract. Specifically, we are proposing to shorten the
product life fromeight years to five years for truck
repl acenents and repowers and decrease the life from four

years to two years for truck retrofits. These changes
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woul d apply to all truck contracts funded under the
exi sting grant agreenents.
--00o0- -

MR, BOTILL: The grant agreenents allow | oca
agencies with truck grants to shift funds all ocated for
truck retrofits to truck replacenents if there is the |ack
of demand for retrofit funding. To do so, the agencies
must submit a formal request and receive witten approva
fromARB. Since the demand for retrofit projects is
significantly less than anticipated, all of the agencies
adm nistering retrofit projects are in the sane situation.

We are proposing to elimnate the exchange of
letters, but retain the requirenent that |ocal agencies
docunent their efforts to seek retrofit projects.
Consistent with the grant agreenents, eligible retrofits
woul d still need to be sought and funded first. And your
remai ni ng funds could then be quickly applied to
repl acenent projects.

--000- -

MR, BOTILL: The Bay Area Air Quality Managenent
District has requested that ARB transfer the 4.3 million
awar ded for harbor craft projects to the District's
exi sting port truck grant. This request is based on a
| ack of demand for harbor craft funding and the need for

addi tional port truck funding prior to the upcomn ng
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January 2010 conpliance deadline. ARB staff supports this
request.

Simlarly, ARB has awarded first year funding for
shore power projects to two agencies based on the expected
participation of shipping conpanies. And one of those
agenci es, the Port of San D ego, has not enlisted any
partici pants under the terns of the grant.

The Port reports that Dole is partnering in an
application for federal DERA funds to retrofit two ships
to accept shore-based electrical power. Wth or wthout
the DERA grant, it is not yet clear if Dole will conmit to
participate in the |longer termProp 1B funded project that
woul d cover part of the | andside costs only. |f the Port
cannot secure a participant shipper by July 2009, staff
proposes to transfer the 2.5 mllion in shore power funds
to truck projects in the sane San Di ego/ Border Corri dor.

This option to transfer funds may be necessary to
ensure that the nonies can be used within the timefranes
all owed by statute to avoid reversion back to the
| egislatively controlled program account.

--000- -

MR BOTILL: In 2008, ARB awarded a 98 mllion
grant jointly to the ports of Los Angel es and Long Beach
to replace nearly 2,000 old diesel trucks. There is a key

issue with the ports' ability to inplement this grant - a
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port gate fee inposed on new diesel trucks that received
Prop 1B funding fromthe ports. These fees are used to
subsi di ze the ports' additional incentives for natural gas
trucks. The ports have al so expressed a desire to focus
the State funds on natural gas trucks.

To explain the gate fee issue, |let ne share an
exanpl e:

In exchange for a $50,000 Prop 1B grant fromthe
ports, the owner pays gate fees on his new diesel truck.
These gate fees could be upwards of a hundred thousand
dollars over the first five years of service. The ports
will use the gate fees fromthe new diesel truck to
subsi di ze purchase of natural gas trucks. This trucker
can't get any business because the cargo owners won't hire
drivers subject to the fee. |If the trucker received the
sanme 50,000 for a new natural gas truck or a grant
adm ni stered by anot her agency, that truck would not be
subj ect to the fee.

For truck owners who do not or cannot choose a
natural gas path, they are left w thout meaningful access
to the 98 million in Prop 1B funds adm nistered by the
ports.

We've identified two options to resolve gate fee
probl em and ensure that Prop 1B funds can be quickly

depl oyed this sumer. The ports can anend the existing
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gate fees to renove the penalty on new di esel trucks
receiving only Prop 1B funding. O, alternatively, ARB
could reassign this grant to a Board-approved back-up
project run by the South Coast. The South Coast woul d
then run the program consistent with the guidelines, and
all new trucks funded would be exenpt from gate fees.

On the national gas issue, we understand that the
har bor comm ssions for both ports have adopted policy
goals to convert their trucking fleets to natural gas,
electric, and other alternative fuels. As staff, we
support the ability of |ocal agencies to provide
addi ti onal subsidies fromtheir own nonies to acconplish
their policy goals.

ARB' s guidelines call for open, fair access to
state funding, with trucks conpeting based on the
calculated air quality benefits of replacing a specific
old truck with a specific new truck, regardl ess of whether
the new truck is diesel, natural gas, hybrid, or electric.
Under this system trucks certified to the cleanest 2010
em ssi on standards have a conpetitive advantage over
trucks just nmeeting the 2007 standards. Ri ght now only
natural gas engi nes neet that 2010 standard.

The South Coast District has confirmed its
ability to take over admnistration of this grant, and we

are in discussions with the ports about the next steps.
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Whet her the project is run by the ports or the district,
we expect recipients of the Prop 1B funds to adm nister
t he open, conpetitive programrequired by the guidelines.
--000- -

MR, BOTILL: Follow ng signature of the grant
agreenment, the San Diego District requested the ability to
i npl enent one of the defined project alternatives that
woul d allow the district to require that trucks receiving
funding travel at least ten percent of their annual niles
in the San Diego/Border Corridor. W support this
adm ni strative request.

--000- -

MR, BOTILL: Staff believes these changes to the
existing Prop 1B grants and gui delines are needed to
qui ckly and effectively restart both prograns. Staff
proposes that the Board adopt both the Goods Movenent and
School Bus resol utions.

Thank you.

CHAI RPERSON NI CHOLS: All right. W have nine
witnesses. And this is an itemwhere we're going to have
to take Board action. So |I'mgoing to nove us through the
agenda.

Are there any initial questions that Board
nmenbers need to ask before we get through the witnesses?

Yes.
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BOARD MEMBER D ADAMO  Just a question on the
port trucks.

I want to make sure | understand. |f South Coast
takes over that grant, it would go -- the recipients of
the funds woul d be the sanme population, it would basically
be port trucks?

PLANNI NG AND TECHNI CAL SUPPORT DI VI SI ON ASSI STANT
CH EF MARVIN. Absolutely. It would be the sane terns and
conditions, just a different adm nistrator.

"' m Cynt hia Marvin.

CHAI RPERSON NI CHOLS: Al right. Jonathon Burke,
foll owed by Ryan W ggi ns and Todd Canpbel .

MR, BURKE: Chairman N chols, nmenbers of the
Board, staff. M nane is Jonathon Burke. ['mwth
West port I nnovations. W are a supplier of alternative
fuel engine systens that allow C ass A transport trucks to
run on natural gas. And also we have a joint venture with
Cunmi ns, whereby we supply brand new factory-built engines
for a variety of applications, including buses, drayage
trucks, et cetera.

We're very supportive of Prop 1B and what it does
for goods novenent in a nunmber of different regions in the
state of California. And we know that its goals are to
establ i sh new clean trucks on the roads of California and

specifically nmoving goods at the ports of Los Angel es,
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Long Beach, CQakl and, et cetera.

We're al so supportive of any amendnents that the
staff would put forward that speed up the application
process. There's been a |lot of false starts because of
fundi ng i ssues that staff nmentioned. Staff also mentioned
that the goals of the programare to inprove air quality,

i nprove heal th consequences from port drayage activities,
and al so to reduce greenhouse gas em Sssi ons.

My chal l enge here today is that the staff is
saying that gate fees, as set forth by the two ports, are
the inpedinent to the adoption of natural gas vehicles and
the inmpedinent to the Prop 1B funds bei ng spent
appropriately. W would contend, however, that that is
not the case. And, in fact, the case is that our conpany
and a number of our partners - Kenworth Trucks, Peterbilt
Trucks, Freightliner Trucks - have nade significant
efforts to make a wi de range of vehicles available. And
we' ve al so spent a ot of nobney to prepare for this
particul ar program

I nst ead, we understand that the scrappage
requi rement may have been one of the barriers that has
prevented the adoption of this programeffectively.

And we feel strongly that the South Coast Air
Qual ity Managenent District needs a voice at the table

with regards to the anendnments that are being
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contenpl ated; and that these anendnents as contenplated to
renove the gate fees fromthe exenption around the natura
gas trucks woul d put us back where we were before Prop 1B
whi ch was an unl evel playing field where diesel had a
consi der abl e advant age as the incunmbent technol ogy over
nat ural gas.

We feel that in order to introduce an industry,
you have this conmon chi cken and egg situati on where
infrastructure is not yet well established, the vehicles
are not yet readily available, there's a barrier on the
part of truckers to adopt new technol ogy, and this is
preventing the adoption

However, we do know that there are considerable
nunbers of natural gas trucks plying the roads of southern
California nmoving containers and that there is
consi derabl e interest in purchasing natural gas trucks for
t he noverment of goods, and this technology is being proven
out every day on the streets of California.

So | would ask that the Board consider this and
hear our commrents.

Thank you.

CHAlI RPERSON NI CHOLS: Thank you.

We're having -- | think 1'd better just do this
here on the record. We're having a quorum probl em because

of scheduling. And the Board nenmbers who have | eft have

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

238

all indicated their support for the notions that are going
to be comi ng before us, but they won't have been here to
hear all the testinony and they will not be able to vote.

So the question is, what can we do? Because we
can't lock the doors here. Those of us who are able to
stay will stay of course and listen to the testinony. |If
it's possible to have the others review the record and
have a special neeting, if necessary. O obviously the
sinplest would be to sinply wait until the next neeting.
But if it's not possible to carry it over for a vote and
you really need the decision today, then we're going to
have to -- | nmean, soon we'll have to do sone sort of a
special meeting and do it by tel ephone or something --
hold the neeting open and hold the vote by phone.

CH EF COUNSEL PETER W could do that. Wwe'd
have to re-notice it. But we could continue the vote
after the testinony. And we'd have the Board nenbers --
unl ess they're going to be able to call in and listen to
the testinony now, they could review the transcript.

CHAlI RPERSON NI CHOLS: They'd have to review the
transcript. So that would take -- presunably it will take
alittle while to get the transcript.

CHI EF COUNSEL PETER: We can get the
transcript -- this part of the transcript and we can do a

48- hour turnaround time, | assune, if we're just doing the
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last part. So I'mlooking at the court reporter.

Yes, that's correct.

CHAI RPERSON NI CHOLS:  All right. Then we're
going to need the Board -- the Board's going to have to
convene -- we have to find a tinme when we can get
everybody together for a noticed session sinply to vote on
the resolutions. And that will be the way we'll do it.

EXECUTI VE OFFI CER GOLDSTENE: W have six now,
right?

CHAlI RPERSON NI CHOLS: We're about to | ose Dr.
Sper | i ng.

BOARD MEMBER D ADAMO. Can | mmke a suggestion?

BOARD MEMBER SPERLI NG Unl ess sonebody can give
ne a ride to Berkeley as soon as it ends.

(Laughter.)

BOARD MEMBER SPERLI NG Any offers?

CHAI RPERSON NI CHOLS: Any offers for aride to
Ber kel ey?

CH EF COUNSEL PETER. We can arrange that. So
we'll find a staff person or sonething.

No, seriously.

CHAI RPERSON NI CHOLS: We could get you a ride to
Ber kel ey.

EXECUTI VE OFFI CER GOLDSTENE: That woul d be a | ot

easi er than --
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CH EF COUNSEL PETER: That woul d be easier than
doi ng a Board neeting, frankly.
(Laughter.)

CHAI RPERSON NI CHOLS: We should certainly reduce

the tine for people to testify anyhow, | think, under the
circunstances. | don't think, given the nature -- this is
not a regulatory proceeding. | think people could tel

us, you know, what they're for or against and what changes
they need in two minutes, or even less, if possible.

Just be quick. Okay.

MR WGAENS: M nane is Ryan Wggins. |'mhere
on behal f of Comunities for Clean Ports. W' re a nenber
of the Coalition for Cean and Safe Ports down in the
Sout h Coast .

The alternative fuel component of the C ean
Trucks Program has been a priority of our organizations.
There's over 40 organi zations - environmental, public
heal th, and | abor organizations - in the coalition. And
it's also well supported by the public.

W' ve worked toward this goal, because these
trucks represent a reduction in nultiple different types
of em ssions, especially greenhouse gas enissions.

The proposal the Board is considering -- nmoney on
di esel trucks that do not need to be subsidized and

sabotage the public's desire for a clean alternative to
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di esel fuel

The ports do not need this noney to replace old
di esel trucks. |In the last year, over 2,000 -- 2,007
conpliant diesel trucks have been introduced to the ports
by the private sector and have received absolutely no
subsi dies of any kind. No container fees are currently
charged on privately diesel-funded trucks, and both ports
estimate that if no action is taken this year, the entire
port drayage fleet will be al nost conpletely diesel

Currently, the container fees of both ports
incentivize alt fuel trucks and place the responsibility
of subsidizing those trucks on the shoul ders of beneficia
cargo owners. As a result, applications for LNG trucks
are being subnmitted at a rapid pace and both ports are
begi nning to award grants with prior -- to focus on those
that achi eve 2010 emi ssion standards.

If the ports elimnate their fees on port-funded
trucks to utilize Prop 1B noney or if CARB redirects its
noney to AQWD, the taxpayers will pay for diesel trucks
that woul d be available for port service anyways.

Furthernore, the Board neeting notice cites a
| ack of application for bond funding despite the inpending
CARB port regulation. What it fails to recognize is the
role of the scrapping provisions and the lull of

applications. 1t has been difficult for the ports to
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| ocate these trucks, as they have a higher resale value in
t he open narket and many of them have left the state.

The key to incentivizing alternative fuels,
reduci ng the nargi nal cost of these trucks -- of alt fue
trucks, and the proposal to divert nobney to AQVD wi Il make
di esel trucks significantly cheaper than avail able LNG
trucks.

The ports have frequently reiterated in public
their desire and the need to use Prop 1B funds to
incentivize alt fuel trucks. So there's overwhel m ng
support for alt fuel trucks in the public and anong the
organi zations that have fought for the Cean Trucks
Program

In this, the nost critical year for deploying a
significant nunber of alt fuel trucks, we ask that the
Board work with the ports, AQVD, and our organizations to
achieve this goal. This nobney could incentivize al nost
1,000 alt fuel trucks rather than subsidize diesel trucks
when there's no need. W' d rather this noney be used for
savi ng teachers' jobs, addressing the budget deficit than
going to diesel trucks that don't need to be subsidized.

Thank you very much.

CHAI RPERSON NI CHOLS: That's a pretty extrene
Vi ew.

Al right. Thank you.
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Todd Canpbell, and then Pete Price.

MR. CAMPBELL: Thank you, Madam Chair. Todd
Canpbel I, C ean Energy.

And | would say it nay seemlike an extrene view,
Madam Chair, but the reality is is that the ports wll
require brand new trucks to be purchased by the end of
this year. So whether the trucks are funded by this
programor not, that will be the end result. And
unfortunately the way that this proposal's been drafted --
it is not a technical change, by the way. It's a very
significant change in this program [It's not an easy
vote. This very issue has to deal with not fue
neutrality, but in sone ways actually encourages em ssions
neutrality. |If you |look at the changes and nodifications
of what's being produced --

CHAI RPERSON NI CHOLS: Excuse ne. But we were
going to have a two-minute tine limt and you're stil
gi ving people three minutes. So you can have your three,
but that's the end.

MR. CAMPBELL: Ckay. Geat, great.

Well, it's really inportant for us to understand
here.

For instance, the staff proposal is trading
think, in nmy view falsely, the speed up of efficiency

under the provision for the regional effects down at the
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ports. And it's not, because the real problemis truck
scrappage. W cannot get the trucks -- the nunber of
trucks scrapped fast enough. And there needs to be nore
coordination there. |If that was fixed, if that problem
was handl ed - and which | would strongly encourage in the
fall to be addressed - we would have a |lot nore
alternative fuel trucks and we'd even possibly have a | ot
nmore -- and |'mnot just talking about natural gas trucks.
I"mtal king about electric trucks.

The issue here is you have poor comunities that
have been scream ng for change. They want change.

They' ve directed and pushed both these ports to do
policies that support cleaner vehicles. And now the staff
is worried about spending this nbney in enough tine. But
unfortunately it's sacrificing what the conmuniti es want.
And that's the issue | have.

It's the issues -- when we went through the | ow
carbon fuel standard, we | ooked at the em ssions benefits
of well to wheels. And we're throwi ng out not just the
benefits of greenhouse gas reductions that will occur from
these -- from pushing a potential of a thousand
alternative fuel trucks to enter the ports down in San
Pedro, but we're also challenging ourselves in believing
this false belief that this fix, this supposed technica

fix will change sonet hing.
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And I'mtelling you something. We work with the
truck sales teans. This is not going to fix it. And I
urge you, fromthe bottom of my heart, to not nove forward
with this one fix, to delay this for a sumit with the Air
Qual ity Managenment District and the stakehol ders, and cone
up with a better solution in the fall, because that's what
staff is, you know, ultimtely going to propose, nore
changes in the fall. There is no rush for this. And
urge you pl ease reconsider

Thank you.

CHAlI RPERSON NI CHOLS: Thank you.

Pete Price.

MR PRICE: Madam Chair, menbers. Pete Price
with the California Natural Gas Vehicle Coalition

We understand the problemyou face. Believing
nme, no one wants to see new trucks noving through the
ports, whether we do. W do believe that the solution
that's been proposed is off the mark and, at a mini num
deserves sone nore discussion. And it's for that
reason -- and | also agree with M. Canmpbell. It's not a
technical change. |It's quite substantive, the change, and
we think it nmerits being rolled over to the discussion in
the fall.

Since tine's brief, let me go right to one point

that Todd nade. You have two sets of drivers in the
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ports - independent truck owners and fleet owners. The
i ndependent truck owners, by and | arge, have the trucks
that you want to get to. They drive the oldest, dirtiest
trucks. There are a variety of reasons why it's very
difficult to get independent truck owners into this
programeven with a subsidy. They have costs that they
oftentines can't bear. How do you get to those drivers?

At the same time you have fleet owners who --
wel |, the ones you seemto be pursuing, who have five to
seven year old trucks with lots of life left on them that
are relatively nuch cleaner than the trucks driven by the
i ndependent owners. And we're asking those fleet owners
in order to participate in this programto agree to scrap
that quite valuable truck that has lots of life left on
it. W believe that's the main reason they're not
partici pating.

There is language in statute related to the Myer
program This problemis known | think by staff. Wat we
need to do is find a way to get the fleet ower to conme to
the program get that five to seven year old truck, get it
in the hands of the independent truck owner, and then
scrap that twenty year old truck or that independent
owner's truck. That's the dirty truck you want to get at.
We think that's the real solution to this program W

don't think it will be solved with the proposal you've got
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now. And that's why we'd ask that you put this over unti
the fall where we can discuss this in a much nore
substantive way and really get to the nut of the problem

Thank you.

CHAlI RPERSON NI CHOLS: Thank you.

Ti m Carm chael and then Chung Liu

MR. CARM CHAEL: Chairman Nichols. Tim
Carm chael, Coalition for Clean Air

We're strongly opposed to paragraph eight or
section eight of the staff proposal on this item This is
the one that we've been tal king about relative to the
ports of L.A and Long Beach

We fought -- I'malso speaking on this itemon
behal f of the Natural Resources Defense Council

Qur organi zati ons fought hard with the I oca
conmunities to get the ports to adopt incentives and
restrictions for -- pro-alternative fuel against diesel
because they're not the sane. They're not the sanme when
it cones to criteria pollutants. They're not the sane
when it comes to GHG emi ssions. And they're not the sane
when it conmes to petrol eumreduction goals. This agency
needs to do nore on all three of those fronts.

And here you've got the ports of L.A and Long
Beach out in front with a pretty strong requirenent with

this fee -- a gate fee. And the ARB staff is recomendi ng
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that you pull back funding or redirect funding, because
the ports are, in fact, taking a pretty hard line on
pro-alternative fuels. That runs conpletely counter to
the m ssion and goals of this agency, as far as |

understand them And we believe that this funding is

inmportant. |If it goes to the South Coast, it very likely
neans it goes to diesel trucks. It does not nean that it
goes to natural gas trucks. |If it stays in play, we

bel i eve, you know, consistent with the comments that were
previously made, the real issue for the |ack of
participation is the scrappage requirenment as is currently
constructed. That's where we need to focus our attention.
And this funding should remain in play. The ports should
be able to continue to maintain their gate fee. And we
will see many nore natural gas and alternative fuel trucks
roll out in those ports. And that's exactly what we need.

More diesel is the status quo.

CHAI RPERSON NI CHOLS: Tim do you hear yourself
saying that both the South Coast and the Air Resources
Board are going to pronote di esels because we don't care
about air quality, and only the ports care about air
quality? That's what you just said. You said if the
noney goes to the South Coast, they're going to give it
all to diesel, because obviously they don't care about

people's health or air quality. And certainly ARB doesn't
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either. What are you tal king about? This does not mnake
sense.

MR. CARM CHAEL: Okay. Well --

CHAI RPERSON NI CHOLS: | nean, | --

MR. CARM CHAEL: They're different issues. Wth
the South Coast, they're unfortunately under the
constraint of having | ost sone |egal battles recently. So
they are going to have great difficulty giving any sort of
favoritismor incentive towards alternative fuels because
of the litigation that they' ve been in with ATA and
others. That's a big issue there fromour perspective.

Wth the ARB, this agency for a long tinme has
been under the, you know, auspices of fuel neutrality,
trying to keep a level playing field. W believe that's
flawed. W don't think you should have a fuel -neutra
approach. W feel that you should have strong favoritism
towards alternative fuels, especially where it can be
shown that, in addition to a petrol eumreduction benefit,
there's a cl ear greenhouse gas benefit and there's a clear
criteria pollutant benefit. And we think all of those --
all three of those points are true when we're talking
about port trucks nmoving to natural gas as opposed to
novi ng to new di esel

CHAI RPERSON NI CHOLS: Ckay. Thank you.

Chung Liu, followed by John Hol nes, Thomas
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Jel eni c.

MR, LIU  Chung Liu fromthe South Coast
District. | have to make a correction on Tinms
statenments. The South Coast is not favoring diesel. And

at this juncture, | think South Coast together with the
two ports actually want you to really reconsider your
guidelines and -- in the award agreenent to really start
to have LNG preference the programs. And |'mnot going to
spend too nmuch tinme because -- the tine cones from here.
But we want to nake one request here. |1'mjust going to
read this brief paragraph.

The South Coast AQVD would |ike to request a
neeting at board level with ARB, the Port of Los Angel es,
Port of Long Beach, with participation by appropriate key
staff nembers, to review and reconsider the el ements of
the current Proposition 1B grant |anguage pertaining to
t he repl acenent of drayage trucks at the ports. W want
to make that request. | think this is a very inportant
i ssue. As you can hear later on fromthe two ports al so,
those three | ocal agencies really want to nmeet with you at
board | evel s.

And another minor issue, which it may be minor to
the State, but it's pretty big to us, is sonehow the
| anguage, in the interpretation basically, suddenly

there's no cause for the local district to admnistrate
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the program yet we have to adnministrate the program To
the South Coast AQVD, to adm nistrate the school bus
program and also if we have to take on the port truck
progranms, we only have to store $3.5 mllion. And just
the -- we really appreciate that your Executive Oficer,
Jim Gol dstene, is going to neet with ot her CAPCOA nenbers
on this matter and we're going to discuss that.

Hopefully, we can find some solutions there.

Thank you.

CHAlI RPERSON NI CHOLS: Okay. Thank you.

We'll respond to all these coments |ater.

Thanks.

MR. HOLMES: Yes, good afternoon. My name is
Captain John Holnmes. And I'mthe Director of Operations
at the Port of Los Angeles. And | would just like to
conmend you and your staff. One thing that we have found
in putting together a truck programand trying to
adm nister it and run it, both the ports of L.A and the
ports of Long Beach, is that, you know, the one thing that
you have to do is be willing to nake adjustments to the
program over a period of tine.

So although I'mnot going to speak on specific
el ements of the program we've had the opportunity to talk
to your staff, and | feel confident that if we sit down

t oget her and also with our colleagues from AQVWD, we can --
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you know, we can work this situation out; so that we do
encourage alternative fuel vehicles, which is certainly a
goal of both the ports and we can put the nmoney that is
avai l abl e to good use in getting nore trucks on the road.

Both of the ports have nmade significant financia
conmtrments. W' ve been very successful in getting
2007-conpliant trucks on the road. W have at the present
ti me about 4,500 2007-conpliant trucks now going in and
out of the ports. W do need to nove to alternative fuel
We do need to nmove to electric, biodiesel and other
things. But | don't think what we're trying to do is
nmutual Iy exclusive. And again, you know, we've had the
opportunity to work with your staff and we're very
encouraged by the fact that, you know, we've had neetings
and we've worked together. And | think we can continue to
do so and put together a programthat not only, you know,
effectively and efficiently gets nore alternative fue
trucks on the road, but gets themon the road this year
so that we continue to make the dramatic reductions in
em ssions that we've already had.

I fully understand the points of the gentlenen
before ne and certainly nmy coll eagues from AQVD. But |
woul d just, you know, say thank you very much. This is
sonet hing that we need to work together on. And we are

nore than happy and ready to do so with you.
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Thank you.

CHAlI RPERSON NI CHOLS: Thank you.

Tom Jel enic and then Mchelle Wiite, and that's
the end of ny Iist.

MR. JELENIC. Good afternoon. Thank you for the
opportunity to coment. M nane's Thonmas Jelenic with the
Port of Long Beach.

We believe that -- we appreciate the opportunity
that your staff has given us to address the issues they
have. W believe, to reiterate what Captain Hol mes has
said, that with further discussions we'll resolve any
remai ni ng i ssues. W believe that we can neet the
concerns of your staff and nmeet the desires of our
respective boards to get LNG trucks on the road. W
believe there is significant denmand. And we'll work
t hrough these issues in the next few weeks and address the
scrappage issue as well. W believe there are clever ways
to address that.

So thank you. And if you have any questions on
the status of the program |'d be happy to answer them

CHAlI RPERSON NI CHOLS: Thank you.

Ms. Wite.

M5. WHI TE: Good afternoon, Chair N chols and
nmenbers of the Board. M nane is Mchelle Wiite. [|'m

with the Port of San Di ego and am here to speak on behal f
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of the port's shore power project and the Proposition 1B
fundi ng that we were awarded.

| just wanted -- just to be brief, wanted to nake
aclarification on the staff report. The staff report
states that there is a lack of interest on the part of our
project partner. And currently right now, we do have a
conmtrment fromDole. This shore power project would be
for our refrigerated container ships. So we do have a
conmtrment fromDole to participate in our shore power
project through the close of their |ease option period,
which is in 2014. W're currently working with themto
ensure that this project goes through

We understand the need to have flexibility in the
reallocation of funds so that if this project does not go
t hrough, the funds don't revert back to the General Fund.
However, we are just requesting that ARB staff be flexible
in executing the option to transfer funds from our shore
power project. Qur conversations with ARB staff thus far
have been very supportive and we really appreciate their
under st andi ng and their feedback on this project. This is
a large capital devel opnent project for us, and the
avai lability of Proposition 1B funding is an inportant
conponent of this project.

So | wanted to just thank you for the opportunity

to speak here today.
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CHAlI RPERSON NI CHOLS: Thank you.

BOARD MEMBER ROBERTS: Quick question.

CHAlI RPERSON NI CHOLS: Yes, a question fromthe
Super vi sor .

BOARD MEMBER ROBERTS: Are you in agreenent with
the staff recommendation that these funds would be
basi cally reassigned to trucking as opposed to the
ori ginal proposal ?

M5. WVHHTE: W would like these funds to stay for
our shore power project. But we understand staff's
position that if we cannot conme to an agreenent with Dol e
for the life of this project, that the funds be diverted
to trucks within our region.

BOARD MEMBER ROBERTS: So you're in agreenent
with the staff position then?

MS. WHITE: Yes. W are just asking that staff
be -- that we're able to work with staff to do everything
we can to keep that noney in our shore power project.

CHAI RPERSON NI CHOLS: Is that acceptable to the
staff? |Is that what the staff would do?

BOARD MEMBER ROBERTS: Well, | don't -- do
everything we can. | think the staff is saying there's a
deadline. And if that deadline's not met, as | understand
it, then the switch is going to be made. 1Is that --

PLANNI NG AND TECHNI CAL SUPPORT DI VI SI ON ASSI STANT
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CH EF MARVIN. W very nmuch want this project to work --
the Dol e project actually. And we just want to nake sure
that we don't wait so long for a slightly reluctant
partici pant that we end up | osing access to those funds
for the San Diego corridor.

BOARD MEMBER ROBERTS: And | understand that
you've set a timeframe on that.

PLANNI NG AND TECHNI CAL SUPPORT DI VI SI ON ASSI STANT
CH EF MARVIN: Correct.

BOARD MEMBER ROBERTS: | nmean, it sounds |ike
they're trying to get stinmulus dollars. |If they don't get
stimulus dollars, we don't knowif their interest is deep
enough to want to put other dollars --

CHAI RPERSON NI CHOLS: And sonetinmes setting a
deadl i ne hel ps clarify things.

BOARD MEMBER ROBERTS: So if there's a
deadline -- and that deadline is not going to be changed
if we approve this, as | understand it.

PLANNI NG AND TECHNI CAL SUPPORT DI VI SI ON ASSI STANT
CH EF MARVIN: \What we're suggesting is that we | ook at
July for a commitnent fromDole. The answer to whether or
not they will receive a federal grant we will have in the
begi nni ng of June, next week. So they'll have that answer
and can go forward with the port.

BOARD MEMBER ROBERTS: So if they don't receive

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

257
the grant, then they have to sign up in no uncertain
terns; and if they don't, then the switch woul d be nmade?

PLANNI NG AND TECHNI CAL SUPPORT DI VI SI ON ASSI STANT
CH EF MARVIN. Right. There still would be an opportunity
to work that out over the next two nonths. W just wanted
to make sure that if that doesn't materialize, that we're
able to nove forward. W all want this project to work.

BOARD MEMBER ROBERTS: Ckay.

CHAI RPERSON NI CHOLS: Thank you very much.

That concludes the list of witnesses that | had.
And so -- | should say that we do still have a quorum and
are going to be able to take a vote. Supervisor Yeager
had to | ook at something in the backroom but he is
listening to the testinmony. And so when we're ready to
vote, he will be able to conme out and do that.

But this is a tine to have some di scussion or
guestions on the part of the Board.

Sol'd like to start, because the bulk of this
testinmony really was about the Port of L.A and Long Beach
and natural gas and what's going to nmake the prograns that
the ports want to do work or not, and if the ARBis in
sone way penalizing or through its policies disfavoring
the policy that obviously the natural gas groups and the
conmunity groups want to see advanced, which is a transfer

to not just cleaner trucks, but to specific types of
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cl eaner trucks, which is alt fuel vehicles trucks.

And al t hough the issue of our Board guidelines
was not on the table for this nmeeting, so | don't consider
it an ex parte neeting in that sense, | did have a neeting
what, about a week ago -- two weeks ago, along with M.

Col dstene and Ms. Marvin, with staff of the two ports and
conmi ssioners of the two ports. WelIl, | guess the forner
President of the L.A. Port Comm ssion, who's now the
deputy nayor, convened a neeting in his office which

att ended.

And we had a discussion about this very issue.
And | was under the clear understanding when we |eft that
the two ports were going to get back to us with a revised
proposal and that we were essentially in agreenment about
how to make the State's nmoney and the ports' noney work
toget her to get what everybody wanted.

I mean the one thing that | want to say on the
record here is that Prop 1B is not a greenhouse gas
nmeasure. |It's not an alt fuels neasure. |It's not a
petrol eum reducti on measure. |t was an air quality bond.
And we do feel obligated to use the nmoney -- | think we
not only feel obligated -- we are legally obligated - I'm
sorry to be a | awer again - you know, to spend our noney
as quickly as possible to alleviate what we all agree is a

very serious health problemin and around the ports as a
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result of those localized trucks. So we were trying to
find a way to cone together and nake that happen

I was under the inpression that we were going to
be able to do that and this whole issue of transferring
funds was probably noot or at |east, you know, might be a
threat that woul d be out there, but wasn't sonething that
was actually likely to happen. Can | get an update on
this fromstaff?

PLANNI NG AND TECHNI CAL SUPPORT DI VI SI ON ASSI STANT
CH EF MARVIN. O course. W received a witten proposa
fromthe two ports yesterday in response to the neeting
that we had on May 15th. And we need to have sone
foll owup discussions with them | believe we can work
through it, as the two ports testified. | believe what we
can end up with is a situation where, whether the ports or
t he South Coast, whichever agency administers this grant,
that both fol ks who want to replace their old truck with
di esel and fol ks who want to replace their old truck with
natural gas would be able to apply for funding, conpete on
the basis of the emi ssion reductions that would be
achieved. And that no truck that is funded with these
Prop 1B nonies al one woul d be subject to gate fees.

That's --
CHAI RPERSON NI CHOLS: And that was what the issue

was, was the double charging, in effect, on the Prop 1B?
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PLANNI NG AND TECHNI CAL SUPPORT DI VI SI ON ASSI STANT
CH EF MARVIN:. Yes, you get 50,000, you'd pay nore than a
hundred t housand.

After discussions with the ports this norning, |
suspect that the outcone of the foll ow up negotiations may
be that the ports want to transfer the adm nistrative
responsibility to South Coast. So we really don't see it
so much an issue of which agency is adninistering the
program as it is naking sure that the prem se in the
guidelines that the trucks are able to conpete for the
defined anpbunt of nobney based on those em ssion reduction
characteristics, that that's really the overall, you know,
profile and policy that's inplenented.

CHAI RPERSON NI CHOLS: And as | understand it, it
is -- again, it's true that for the newer trucks or for
the trucks that are out there now, the natural gas
vehi cl es do have a conpetitive advantage, so that the
likelihood is that, you know, given a choice, people are
goi ng to choose a natural gas truck

PLANNI NG AND TECHNI CAL SUPPORT DI VI SI ON ASSI STANT
CH EF MARVIN. If two people come in with the sane old
truck and one is going to replace it with a natural gas
that neets the cl eanest 2010 standards, one is going to
replace it with a diesel just neeting the '07 standards,

then the person who wants to replace it with that natura
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gas cleaner truck will have the conpetitive advantage in
the program because it's really focused on those enission
reductions. To the extent that we get hybrids and
electric trucks that become available as well, those wl|
be even nore conpetitive in the process.

CHAI RPERSON NI CHOLS: Wwell, eventually, of
course, we're going to have nore noney to spend and new
rounds of funding, applications and all of that.

Ckay. And then the one other issue that was
rai sed was this adm nistrative fees issue. Do you want to
tal k about that?

PLANNI NG AND TECHNI CAL SUPPORT DI VI SI ON ASSI STANT
CH EF MARVIN: Yes, thank you.

ARB' s guidelines allow | ocal agencies to seek and
be rei mbursed for admnistrative funds. And we totally
support that. The issue here is that we were offered
proceeds fromthe sale of the Build America bonds on Earth
Day. Those are federally supported bonds, and the Feds
wote the rul es about what the noney could be spent on
Those proceeds must go to capital equipnment. They cannot
go to administer projects. And so ARB had the option of

accepting the funds, understanding that condition, or not

accepting funds. O course we said, "Yes, we'll take the
noney. We understand it has to be spent on projects.” So
it is ARB staff's intention that we will continue to seek
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bond funds from ot her sources that don't have those
strings, so that the local agencies are able to --

CHAI RPERSON NI CHOLS: So this is npbney that we're
using to keep the pipeline noving. It doesn't supplant
the authorization that was in Prop 1B. Eventually the
State will be selling nore bonds, and the bonds that the
State sells are subject to our rules about funding
admi ni strative costs. It's just this chunk of noney that
is the federal noney that we can't give people
adm nistrative funding for. |Is that also right?

PLANNI NG AND TECHNI CAL SUPPORT DI VI SI ON ASSI STANT
CH EF MARVIN. Absolutely. And if it nakes the |oca
agencies feel any better, | can tell you that ARB has yet
to receive a single dollar of reinbursenent for our staff
and admi ni strative expenses as well. So we're fighting
for our own admin funds as well as for the l|ocal agency
funds when the next bonds --

CHAI RPERSON NI CHOLS: We're all in this together
Well, that's at |east a hel pful explanation

O her questions from Board nmenbers about this
progr anf

We have two resolutions in front of us, the one
on the school bus and the one on the guidelines. A great
deal of this is giving nore flexibility to our staff to

actually make this program worKk.
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I want to say one thing, having spent sone tine
with M. CGoldstene and Ms. Marvin on this very issue, and
apropos of our conversation earlier today with the Energy
Conmi ssi on about how they're going to be dealing with al
the noney that they're managing, it is really hard work
gi ving away noney wel | .

(Laughter.)

CHAI RPERSON NI CHOLS: And | think our staff has
really done an incredible job of continually meeting with
all the grant applicants, shuffling the noney that's out
t here, you know, naking people aware of what the
requirenents are. | don't think they're doing this in a
heavy-handed way at all. | think, in fact, they're really
doing their best to bend over backwards to try to neet the
desires of the local agencies that they're working wth.
And so | think we should do everything we can to keep this
program novi ng forward. That's ny statenent.

kay. Do we have a notion for the two
resol utions?

Yes.

BOARD MEMBER ROBERTS: |'d nove the two
resolutions that are before us.

CHAlI RPERSON NI CHOLS: Thank you, sir

Do | have a second?

BOARD MEMBER TELLES: Second.
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CHAI RPERSON NI CHOLS: A second fromDr. Telles.

Al right. Al in favor please say aye?

(Ayes.)

CHAI RPERSON NI CHOLS: Opposed?

Good. Thank you very nuch.

And | think -- oh, we have public coments.
Sorry. W do have two peopl e who've signed up for the
public comment period. This is an open mike for people
who want to testify on an itemthat's not on our agenda.

Both of these individuals want to tal k about
refrigerated units. | believe M. Schrap from California
Trucking and M. Shuermaker from Central Valley trailer
Repai r.

So if the two of you can cone down, we would be
happy to hear from you.

MR, SCHRAP: Thank you very nuch, Ms. Nichols.
WIIl we be going back to three minutes? | hope that |
won't --

CHAI RPERSON NI CHOLS: We' ||l give you your full
t hree m nutes.

MR, SCHRAP: | have a tendency to ranble on. So
I would hate to get cut off. So | appreciate that.

But thank you, |adies and gentlemen of the Board,
for another opportunity to present before this

di stingui shed body. M name is Matthew Schrap. |I'm
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Director of Environnental Affairs at the California
Trucki ng Association. And as several of you are aware, or
a few at this point at |east, our association's been
actively working towards a sustainable resolution on the
transport refrigerated unit regulation. This was passed
by the Board in 2004, and it's slated to go into effect
this comng July 17th.

Qur Refrigerated Carriers Conference of the CTA
has been following this issue since initial pronulgation.
And |'m here before you today to kind of update the Board
on the status of our efforts and informyou that as of
yesterday our group nmet with staff, per Board nenber
direction, and cane away with a renewed encouragenent for
potential relief in light of the current economc climate
and in relation to our petition request.

VWiile we're still waiting for a final solution
we | ook forward to an active dialogue to formulate a
sustai nabl e strategy to encourage a fully enforceabl e
regi stration standard on our inplenentation date of July
17th. We respectfully request that the Board remain
actively involved to help expedite the process and ensure
tinmely responses and efficient comruni cati on between CTA
and ARB staff.

We have renewed assurances that staff will be

providing us with weekly updates on when we can expect
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sone further dialogue. In the neantine, we would like to
denonstrate our appreciation on nmoving forward and the
renewed staff encouragenent, | guess you could say, in
finding a collective solution to this.

So, again, we wanted to thank staff for meeting
with us yesterday and al so rem nd the Board that this
issue is still very alive and we appreciate your continued
direction.

CHAI RPERSON NI CHOLS: W understand there's a
deadl i ne that's com ng up quickly.

MR. SCHRAP: Very soon, correct.

CHAI RPERSON NI CHOLS: And so we're going to need
to address this very pronptly. |[|'ve not personally had a
chance to get briefed. | was a little busy working on
aut o em ssions issues for the last couple of weeks. But
now that that's behind ne, 1'mlooking forward to getting
up to speed al so.

MR SCHRAP: And we have the sane issues. And we
just kind of take those one at a tine as they slowy cone
into effect here.

So thank you, Madam Chai r person and Board

nmenbers.
CHAlI RPERSON NI CHOLS: Ckay. M. Shuemnaker.
MR SHUEMAKER: Madam Chair, Board menbers,
staff. |I'm M ke Shuermaker. |'m Chair of the Refrigerated
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Carriers Conference for CTA and President of Centra
Valley Trailer Repair. And | just want to back up what
Matt just said.

We really appreciate staff conm ng back and
talking to us and sitting down and trying to resolve this
issue. This issue is aresult of the delay in the EPA
wai ver being granted, as well as the current economc
conditions within the trucking industry and California's
i n general

And, you know, it's encouraging to see that staff
i s understanding the problem It's just that we need to
just reinforce that sense of urgency. July 17th is com ng
down the pike really quick. There's a |lot of nenbers of
the Carrier Conference that are already in conpliance
There's others that are trying to get conpliant as quickly
as possible, but they've got to nmake decisions to use
technol ogy that has just been approved and not necessarily
been tested by their own fleets. So they're making
econom ¢ deci sions that may not make sense fromthe | ong
run, but they make sense in order to get in conpliance.
And | don't know that that's good for California and
don't know that that's good for the industry.

So | appreciate your tine today. And it's been a
very |long day. Thank you.

CHAlI RPERSON NI CHOLS: Thank you for comng in.
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And we appreciate the fact that you were able to neet with
staff and at |east begin to nmake sone progress. | |ook
forward to making nore and getting on top of this issue
before it becomes a confrontation. Thanks.

Al right. Any other items of business?

EXECUTI VE OFFI CER GOLDSTENE: That's all the
busi ness we have today.

BOARD MEMBER TELLES: Before we -- | nean, we
tal ked about this a little bit earlier, but you' re going
to update us on this issue. And when woul d that update be
conming, on the TRU?

EXECUTI VE OFFI CER GOLDSTENE: I n the June Board
neeting we could provide an update to the Board.

BOARD MEMBER TELLES: Ckay.

CHAlI RPERSON NI CHOLS: And if you have any
correspondence before that tinme, would you -- | think we
know that Dr. Telles and Ms. D Adanp are both particularly
hearing from constituents on these issues. And why don't
you nmake sure to keep them updated as well.

EXECUTI VE OFFI CER GOLDSTENE: We will.

CHAlI RPERSON NI CHOLS: Thank you.

Al right. In that case, we are adjourned.

Thanks everybody.

(Thereupon the California Air Resources

Board neeting adjourned at 4:35 p.m)
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CERTI FI CATE OF REPORTER

I, JAMES F. PETERS, a Certified Shorthand
Reporter of the State of California, and Registered
Pr of essi onal Reporter, do hereby certify:

That | am a disinterested person herein; that the
foregoing California Air Resources Board neeting was
reported in shorthand by nme, Janes F. Peters, a Certified
Shorthand Reporter of the State of California,

That the said proceedi ngs was taken before ne, in
shorthand witing, and was thereafter transcribed, under
ny direction, by conputer-assisted transcription

| further certify that I amnot of counsel or
attorney for any of the parties to said nmeeting nor in any
way interested in the outcome of said neeting.

IN WTNESS WHEREOF, | have hereunto set ny hand

this 15th day of June, 2009.

JAMES F. PETERS, CSR, RPR
Certified Shorthand Reporter

Li cense No. 10063

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345



