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nmeeting will cone to order. This is the continuation.

PRCCEEDI NGS

CHAI RPERSON NI CHOLS: The April 24th Board

We' Il junp right into it.

quor um

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

WIIl the Cerk please 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 Adamp?
BOARD MEMBER D ADAMO  Here.

BOARD CLERK VEJAR: Ms. Kennard?
BOARD MEMBER KENNARD: Here.

BOARD CLERK VEJAR  Mayor Loveridge?
Ms. Ri ordan?

Supervi sor Roberts?

Pr of essor Sperling?

Dr. Telles?

Supervi sor Yeager?

BOARD MEMBE YEAGER  Here

BOARD CLERK VEJAR:  Chairnman N chol s?

CHAI RPERSON NI CHOLS: Here.

BOARD CLERK VEJAR: NMadam Chai rman, we have a

CHAlI RPERSON NI CHOLS: We're expecting Dr. Telles
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shortly.

Dr. Sperling is excused, because he's in
Washi ngton testifying in the House Public Wrks Conmittee
on the | ow carbon fuel standard.

And all the others who are not here are excused
for a very good cause. But that was one | thought was
wort h menti oning.

There are two changes in today's agenda. The
first change is in the order of itens on the agenda. W
are going to first hear Agenda Item 9-4-8, the status
report on the State Inplenmentation Plan, our State
Strategy for the State Inplenentation Plan. And we'll
consi der approval of a proposed revision to the State
| mpl enentation Plan that would reflect inplenentation of
the 2007 State Strategy. Afterwards, we will continue the
agenda as noticed in the public agenda.

Secondly, imediately followi ng the staff
presentation on the air quality inmprovenent program
gui del i nes and fundi ng pl an, Agenda Itens 09-4-6 and
09-4-7.

My fellow Board nmenbers and | invite all you to
join us outside on the corner of 10th and | Streets to
vi ew some of the technology that's going to be on display
that is an exanple of the kinds of equipnent that are

going to be paid for through the Air Quality | nprovenent

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345
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Plan in the upcom ng fiscal year. So basically we approve
the noney first, then go get to | ook at the good things
the noney is going to buy. And M. Cackette is going to

| ead us out on this expedition outside the building, but
it's only just outside the front door

I have to also repeat the |ogistica
announcenents in case there's anyone here who isn't
fam liar with our procedures.

Anyone who wi shes to testify needs to sign up
with the clerk of the Board over here. You have the
option to include your nane on the speaker card.

Al so, we renind people that speakers need to
stick to a three-nmnute time linmt, although we m ght have
to inpose a shorter limt if there's sone reason why
that's necessary to do.

We woul d appreciate it if you would state your
full name when you arrive at the podi umand put your
testinmony into your own words rather than reading it.

It's nmuch nore effective for us to listen to it that way,
and your witten testinony will be in the record.

Finally, | have to point out the emergency exists
at the rear of the roomand to rem nd you that in the
event of a fire drill or any alarmgoing off, we're to
exit through those doors in the rear of the auditorium and

wait downstairs outside the building until the all-clear

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345
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signal is given.

I think that's enough for that.

And we can now nove into the status report on
i npl enentation of the 2007 State Strategy for neeting the
federal 8-hour ozone standard.

M. Col dstene.

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

The SIP revision before you today is a technical
update that denonstrates ARB' s progress in achieving new
em ssi on reductions needed to neet federal air quality
st andar ds.

The U.S. EPA has been reviewi ng the 2007 SIP and
requested sone specific revisions that would facilitate
t he approval process. Staff will briefly summarize the
proposed revision.

Kurt Karperos, Chief of our Air Quality and
Transportation Planning Branch, will make the
presentation. Kurt.

(Thereupon an overhead presentati on was

presented as follows.)

AlR QUALI TY AND TRANSPORTATI ON PLANNI NG BRANCH
CH EF KARPERCS: Thank you, M. Col dstene. Good norning,
Board menbers.

As M. Coldstene just said, | will describe the

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345
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proposed techni cal anendnent to the SIP to aid U S. EPA
approval. And I'll begin with a brief SIP status report.
--00o0- -

AR QUALI TY AND TRANSPORTATI ON PLANNI NG BRANCH
CH EF KARPERCS: The State Strategy the Board approved in
2007 conmitted ARB to reduce oxides of nitrogen, reactive
organi ¢ gases, sulfur oxides, as well as directly emtted
particulate matter by various anobunts in various years.
These reductions are in addition to the benefits we
achieve fromregul ati ons already in place.

The enforceable legal commtnment is for specific
em ssion reductions in various years, along with a
schedul e for devel opi ng new control measures for ARB to
achi eve new reductions.

In the 18 nmonths since the Board approved the
State Strategy, you have taken action on 14
pol | uti on-reduci ng rul enaki ngs. El even of those
rul emaki ngs i npl ement measures outlined in the State
Strat egy.

But just as with past SIPS, staff has devel oped
addi ti onal ways to reduce em ssions that weren't
envi sioned in the plan

The Board has adopted three rules that were not
described in the State Strategy, but the reductions from

those rules will count toward the SIP comm t ment.

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345
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--000- -

AR QUALI TY AND TRANSPORTATI ON PLANNI NG BRANCH
CH EF KARPERCS: This slide lists the categories for which
ARB adopted rules in 2007 and 2008 to achi eve new
reducti ons.

In terns of nmagnitude, the nost significant of
these rules are the cleaner in-use heavy-duty diesel truck
rul e adopted in 2008 and the of f-road equi prent rule
adopted in July 2007.

As a result of 2008 |egislative action, there
will be a |oss of em ssion reductions in the critical 2014
attai nment year for PM2.5. As we track progress on SIP
i mpl enentation, we will need to track both em ssion | evels
and reductions to determne and mtigate any SIP
shortfalls.

The other rules listed here target conbustion
em ssions fromother nobile sources and their fuels, plus
evaporative em ssions fromfuels and consunmer products.

The last three rules listed on this slide --
light-duty vehicle catal yst replacenment, greenhouse gases
from heavy-duty vehicles, and | arge spark ignition engines
are the ones that | mentioned that were not identified in
the plan, but will help us fulfill ARB's SIP commitnent.

--000- -

AR QUALI TY AND TRANSPORTATI ON PLANNI NG BRANCH

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345
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CH EF KARPEROS: The first emission reduction deadline in
2007 SIP is 2014, when the South Coast and San Joaqui n
Vall ey must attain the PM2.5 standard.

Wth its actions since adopting the State
Strategy, California now has in place prograns and
regul ations that will achieve 87 percent of the NOx
reducti ons needed for PM2.5 attainnent in the South Coast
and 95 percent of the NOx reductions needed to nmeet the
sanme standard in the San Joaquin Valley. NOx reductions
are the key to attainment in both regions.

Al t hough not shown on this slide, California has
achi eved 93 percent of the NOx reductions needed from
near-term neasures for ozone attainment in the San Joaquin
Val | ey and 90 percent of the NOx reductions needed in the
Sout h Coast .

Thi s accounting does not include the additiona
reductions that are still needed fromlong-term nmeasures
made possible by future technol ogi cal advances as part of
the I onger-term SIP conmitnent.

W nust achi eve substantial new em ssion
reducti ons by 2023, the 8-hour ozone standard deadl i ne.
Today's status report does not address the |onger-term SIP
conmitment, but our SIP revision does describe the process
we will use to develop a |longer term strategy.

--000- -
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AR QUALI TY AND TRANSPORTATI ON PLANNI NG BRANCH
CH EF KARPEROS: Now let me turn to the SIP revision
itself.

As | nentioned earlier, U S. EPA requested that
we include information in the SIP to aid their approval of
the plan. U S. EPA is asking for this information
specifically in the context of its three-part approva
criteria for SIPS that, like California's, rely on
enforceabl e conmitments to reduce em ssions.

The first criterion is that the comm tnent be for
alimted portion of the needed em ssion reductions. As |
just described, with approximately 90 or nore percent of
t he needed near-termreducti ons accounted for with adopted
regul ations, staff believes this test is clearly net.

U S. EPA's second approval criterion is that the
State is capable of fulfilling its commtnent. ARB's
track record speaks for itself. ARB' s performance in
neeting its obligations both under this SIP and prior SIPs
is solid evidence the State is capable of adopting
regul ations to which it commts.

US. EPA s third approval criterion is that the
conm tment be for a reasonable and appropriate period of
time.

The rul emaki ng schedule in the SIP runs through

2012, with nmost of it done by 2010, which neets that

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345
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criterion.
--000- -

AlR QUALI TY AND TRANSPCORTATI ON PLANNI NG BRANCH
CH EF KARPEROS: So that U.S. EPA can conclude the
enmi ssion reductions in California's enforceable conmitnent
fromyet to be adopted neasures is a limted proportion of
em ssi on reduction needed for attai nment, the proposed
revision quantifies for U S. EPA the benefits of the
recently adopted State neasures.

Related to its criteria, U S. EPA has al so asked
that ARB commt to revise the SIP as may be appropriate in
2010. This will give U S. EPA the assurance it needs that
ARB wi Il continue to neet the criteria on an ongoi ng
basi s.

Next, U S. EPA also asked for nore detail on the
devel opnent of long-termstrategies to neet the 2023
attai nnent deadline for the 8-hour ozone standard in the
Sout h Coast and San Joaquin Vall ey.

In response for the SIP, staff outlined the
coordi nated public research efforts with U S. EPA and the
two air districts.

Finally, for editorial clarity, the proposed
revi sion al so i ncorporates em ssions reductions in
Sacranmento fromthe State Strategy now that the Board

approved it |ast nonth.

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

10
--000- -

AR QUALI TY AND TRANSPORTATI ON PLANNI NG BRANCH
CH EF KARPERCS: In closing, staff recomrends that you
approve the clarifying SIP revision to provide the
additional information requested by U S. EPAto aid in
approval of California's SIP.

Thank you. That concludes the staff
presentation.

CHAI RPERSON NI CHOLS: Thank you. That was very
cl ear.

Are there any questions of staff before we go to
the public testinmny? Yes.

BOARD MEMBER BERG  Yes. Good norning.

In calculating out the adopted rules, could you
just review with us what the inpacts will be for the
on-road rul e changes that were nmade through the budget and
if it's accounted for here?

AlR QUALI TY AND TRANSPCRTATI ON PLANNI NG BRANCH
CH EF KARPERCS: The nunbers | quoted in terns of the
percent progress and our ability to denonstrate to U. S.
EPA that we have -- that we are neeting their approva
criteria for the SIP included the original benefits of the
construction rule as it was adopted.

W' ve | ooked at the potential inpact of that. It

certainly in terms as | was saying in the presentation, we

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345
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will need to account for that as we nove forward towards
the attai nment deadline.

But in ternms of howit doesn't -- the nunerica
i mpact is small enough and |l ess than a percent in terns of
how much progress we've made towards fulfilling our
commi t nent .

BOARD MEMBER BERG. Thank you. You're very kind
It was the off-road rule, not the on-road rule.

And secondly, if we |look at doing a md-course
review in 2010, it might be very interesting data to be
| ooki ng at what the effect of the econony night be having
on our air quality. Even though we certainly don't |ike
this downturn, there m ght be sone benefits to air
quality. And it will be interesting |ooking at that data
as wel | .

Thank you very much.

CHAlI RPERSON NI CHOLS: Thank you.

Your questions illustrate the fact that this is a
constantly nmoving process that we're engaged in. And
every one of these submittals is taken at a certain point
intine, even though the train nay have noved on and the
el ephants may have gone in the opposite direction. That
seens to have happened here.

But anyhow, we do have sonme progress to report.

And | think it's -- I'mreally heartened by the fact that

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

12
we are able to close the big gap on the unknown portion of
the commtnents, having sat on the other side of this
i ssue at EPA.

Everybody al ways knew that California had a great
program and California was going to do things that nobody
el se could do, as we denonstrated once agai n yesterday.

But the Clean Air Act has sone very precise requirenents
interms of tons that have to be reduced. And it's very
nervous- maki ng when you just get a big prom se w thout any
detail attached to it. And obviously there's not a |ot
nore detail. |It's very encouraging.

I show only one witness signed up to speak on
this, and that's Henry Hogo.

Good norning, M. Hogo.

MR. HOGO. Good norning, Madam Chair, menbers of
t he Board.

' m Henry Hogo, Assistant Executive Deputy
O ficer of our Mbile Source Division at the South Coast
AQVD

| want to make two comrents this nmorning relative
to the action.

First, I want to commend the Board and your staff
for the significant progress made in inplenmenting the SIP
t hrough your rul enaking. They're a very challenging

rul emaki ng, and we really appreciate that effort.

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345
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Al so want to commend staff for the progress made
with U S. EPA towards an approvable SIP. That's the
action you're taking today.
We do have very short conments.
The first is that the proposed SIP revision

contains a commtnment to achieve future em ssion reduction

intotal. |If there is a shortfall in adopting specific
nmeasures, other neasures or strategies will be identified
to make up the shortfall. W believe to strengthen this

conmitment that commitments should be extended to existing
regul ations in the case that these existing regulations do
not achi eve the benefits that were to be realized when you
adopted the rule. So we believe that can strengthen your
comm tment on the SIP

The other comrent is that we just want to be
m ndful that the large black box that we have in the South
Coast that despite the significant progress, we need to
nove expeditiously towards identifying specific measures
or strategies to nake up for that black box. And so we
need to nove as quickly as possible. And we really want
to see a SIP revision earlier than 2020 in order to | ook
at the black box.

Wth that, | just want to say that the South
Coast AQWD staff is looking forward to working with your

staff as you identify these measures in the black box.

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

CHAlI RPERSON NI CHOLS: Thank you.

Were there any other cards submitted on this
iten?

BOARD CLERK VEJAR:  No.

CHAI RPERSON NI CHOLS: Okay. Well, | think we
actually have a resolution here that we need to act on.

Do we have any other remarks, M. GCol dstene or
M. Karparos, anything else we need to do before we bring
this resolution up?

EXECUTI VE OFFI CER GOLDSTENE: No. Not at this

BOARD MEMBER D ADAMO  |I'Il nove adoption of the
resol ution.

BOARD MEMBER BALMES: Second.

CHAI RPERSON NI CHOLS: Ckay. Al in favor -- al
in favor please say aye.

(Ayes)

CHAI RPERSON NI CHOLS: Any opposed?

Great. Thank you very much.

Now we return to the agenda as it was previously
organi zed. W have an early action itemthat was
identified under AB 32, which is to devel op gui dance and
protocols to assist snmall businesses in reducing

greenhouse gas emi ssions. These are voluntary guidelines.

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345
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They're not regulatory. But the belief is that there is
an interest and certainly an opportunity out there for
smal | business to both assist in inmproving our greenhouse
gas em ssions profile and al so to devel op cost effective
nmeasures that they can take thenselves that will help with
energy efficiency.

So we need to hear a progress report on howthis
is doing. M. Coldstene.

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

O course, snall businesses are an essential part
of California's econony. And the AB 32 Scoping Plan
underscored the need for us to provide tools to assist
busi nesses with transitioning to a | owcarbon future.

In response, staff's been devel opi ng an online
toolkit that will hel p businesses identify neani ngful and
cost effective actions that they can take as part of our
statewi de effort to reach our 2020 greenhouse gas goal s.

Staff fromthe Research Division has led this
effort with a lot of support fromother State agencies and
several other -- many external stakehol ders.

Kyra Naunoff of our Research Division will make
the staff presentation.

(Thereupon an overhead presentati on was

presented as follows.)

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345
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MS. NAUMOFF: Thank you, M. Goldstene. Good
nor ni ng, Madam Chai r and nenbers of the Board.

We are pleased to introduce to you ARB's snal
busi ness tool kit that will help small busi nesses
participate in California's efforts to reduce greenhouse
gas em ssions, and in nmany instances, save nobney.

This nmeasure was identified by the Board as an AB
32 early action in 2007.

Before | discuss the toolkit, I wll highlight
the i nmportance of the small businesses both in terns of
California's econonmy and in neeting California's climte
change goals as outlined in AB 32.

I will then discuss our resource portal,

Cool Cal i fornia.org, hone of the snmall businesses toolKkit.

The remai nder of the presentation will focus on
the tool kit itself.

--000- -

M5. NAUMOFF: California's 3.4 nmillion snal
busi nesses enployed 13.8 mllion Californians and
generated $149 billion in 2007. They are clearly an
i mportant contributor to California' s econony.

Smal | busi ness owners are al so a hard-worki ng and
creative group of people. In nmany cases, they work on
tight margins with limted tinme and constantly wear

mul tiple hats.

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345
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This creative drive will be an inportant asset in
hel ping California neets its climte change goal s.

--00o0- -

MS. NAUMOFF: G ven the inportance of snall
busi nesses to California's econonmy, ARB anal yzed the
i mpact that inplenmentation of Scoping Plan nmeasures will
have on them \While nost of the measures in the Scoping
Plan will not inpact small business directly, our analysis
concluded that the primary inpacts AB 32 will have on
smal | busi nesses include changes in the costs of goods,
servi ces, and energy.

The Scoping Pl an specifically recogni zes the need
to work in partnership with California small businesses
and reiterated the inportance of devel oping a snall
busi ness tool kit to provide a one-stop shop for technica
and financial resources to facilitate voluntary CGHG
em ssi on reduction and cost savings strategies.

We will continue working with the nmany business
associ ati ons, organi zations, and other State partners that
can contribute resources, input, and expertise.

--000- -

MS. NAUMOFF: Cool California.org is our
overarching resource portal designed to provide al
Californians with tools to voluntarily reduce GHG

em ssions. Tools have been devel oped for snal

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345
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busi nesses, |ocal governments, and individuals. Staff
will introduce the | ocal government toolkit at the My
Board mneeti ng.

Future plans to i nmprove the website include
devel opi ng tool s and resources for youth, school, and
conmuni ty organi zations, and translating the site into
ot her | anguages, including Spani sh and Chi nese.

Though there are many existing resources that
pronote climate-friendly action, they are not organized in
a central location. CoolCalifornia.org strives to do just
that, while also providing a unique carbon footprint
cal cul ator and social networking capacities that are
California specific. Staff worked with the web designers
and stakeholders to create a site that is clear and user
friendly.

--000- -

MS. NAUMOFF: A strength of CoolCalifornia.org is
its partnership of five government, academ c, and
non- gover nnent al organi zations. Collectively, the
partners have the expertise to develop site content and
experience to broadly distribute the infornmation.

Qur key partners are NEXT 10 and UC Berkel ey.
NEXT 10 is a non-governnental organization that creates
tools and provides information that fosters a deeper

understandi ng of the critical issues effecting al
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Californians. They provided website design, expertise,
and financial support.

The Berkeley Institute for the Environnent at
U C Berkeley is currently building an online California
busi ness-specific carbon footprint cal culator for the
tool kit.

--000- -

M. NAUMOFF: To facilitate stakehol der input,
staff presented at neetings with California small business
| eadership, including the California Small Business
Associ ation, the National Association of Wnen Business
Omers in Sacranmento, and the National Federation of the
| ndependent Busi ness.

Staff conducted a public workshop in Sacranento
| ast Decenber to preview the draft tool kit and highlight
California success stories. One of the key di scussion
itenms focused on the nost effective way to dissenmi nate the
t ool ki t.

Staff followed up by partnering with the
California Busi ness, Transportation, and Housi ng Agency.
They committed to dissem nating printed and online copies
of the toolkit via their extensive network of economc
devel opnent agenci es across the state.

Thr oughout the devel opnent process, the tool kit

has been constantly inproved by val uable comments from our
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techni cal review panel, shown on the slide, and from snall
busi ness owners.

--00o0- -

M5. NAUMOFF: Discussions with stakehol ders were
instrumental in guiding the toolkit devel opment process.

Vi a these conversations, staff |learned that it
was critical to

Enphasi ze that cost savings often go hand in hand
with em ssion reduction strategies;

Hi ghl i ght success stories that can be replicated
by ot her snall business owners;

Conci sely di scuss how AB 32 wi |l inpact snal
busi nesses;

Provi de busi ness to busi ness networ ki ng
opportuniti es;

And develop a plan to actively distribute the
tool kit so that small businesses across the state can use
it.

These suggestions are reflected in part by the
i cons shown on the left-hand side of the screen that are
currently displayed on the Cool California.org hone page.

--000- -

M5. NAUMOFF:  Tool kit devel opnent al so i ncl uded

web and literature reviews and a review of sinilar

programs to enul ate successful strategies.
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Five precedents in particular infornmed tool kit
devel opnent. They are the California utility prograns,
California green business progranms, Flex Your Power,
EnergyStar, and the Carbon Trust.

As just two exanpl es of these progranms' success,
under the EnergyStart program Anericans saved enough
energy in 2008 to avoi d GHG eni ssions equival ent to those
from29 mllion cars while saving $19 billion on their
utility bills.

Simlarly, since 2001, the Carbon Trust has
hel ped participants and their energy efficiency and carbon
em ssi ons reduction prograns in the UK save over $1.4
mllion worth of energy and reduce carbon di oxi de
em ssions by 17 mllion nmetric tons according to
i ndependent auditors.

Al of these effective prograns have clear, well
devel oped resources on-line and in print as well as
targeted marketing and distribution canpaigns. ARB is
using sim |l ar approaches to devel op the small business
t ool ki t.

--000- -

MS. NAUMOFF: Building on this foundation of
st akehol der engagenment and programreview, the snal
busi ness tool kit was designed as a one stop shop to

provide California-specific informtion that
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cost-effectively facilitates voluntary GHG reducti ons.
Sites that currently host related informati on are |inked
to Cool California.org so that a busy small busi ness owner
need only go to a single site to be directed to all online
resources. For those businesses without internet access,
printed materials will be avail able.

Tool kit conponents include: Specific
climate-friendly actions to save noney; information about
where to find noney to get started; California success
stories; a business-specific carbon footprint calcul ator;
and a snall business award program The toolkit is
currently available online at Cool California.org.

--000- -

M5. NAUMOFF: Staff realized that the bottomline
is nmost inmportant to small businesses, even under the best
of econom c conditions. As such, we have worked hard to
convey the nmessage that actions to reduce GHG em ssi ons
can be no or |ow cost and save money, though payback
peri ods vary.

The tool kit has eight action areas designed to
save noney and reduce GHG em ssions. They are: Save
energy, drive less and drive clean, use green energy, save
wat er, recycle and cut waste, buy green, be a green
busi ness, and build green

Each how to save noney page as shown on the
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screen is organized sinmlarly. A table of contents at the
top of the page directs users to no-cost, |ow cost, and
| ong-term energy savings strategies. The resources
section on the right-hand side of the page points users to
related sites with additional information.

--000- -

M5. NAUMOFF: | n addition to the online
resources, staff devel oped conci se down-1| oadabl e check
lists for each nobney-saving strategy to facilitate action.
This is part of a sanmple checklist for saving energy.

In addition to specific actions, the checkli st
has information on initial investment costs, annual cost
savi ngs, and CGHG reduction potential. A conprehensive
checkl i st can be downl oaded fromthe snmall business hone
page.

Al ternatively, specific check lists can be
downl oaded for each nobney saving strategy.

--000- -

MS. NAUMOFF: Anot her tool for tuning up
busi nesses is information about funding options to get
smal | businesses started on climate friendly retrofit
proj ects.

Consi dering only nonies available to facilitate
energy efficiency upgrades, there is approxi mately $800

mllion available for 2009 for general energy efficiency
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and $300 million for |owincome energy efficiency
according to information fromthe California Public
Utility Conm ssion. Though there are no energy efficiency
funds strictly allocated for snall businesses, businesses
can apply for existing funds. To help small businesses
navi gate the application process, staff conpiled links to
all the progranms that service small businesses, such as
utility programs, third-party providers, searchable
i ncentive databases, and so forth.

Additionally, this page contains information
about on-bill financing, a programwhere an electric
utility offers upgrades to its small business custoners
and | oans to pay for the upgrades. Al investor-owned
utilities are required to inplenent on-bill financing
programs in the 2009-2011 cycl e.

The site al so has social networking capacity so
that busy users can easily e-mail, print, and/or share
this page's resources with interested users on sites |ike
Facebook and ot hers.

--00o0- -

M5. NAUMOFF: A central elenent of the toolKkit
are California's success stories. Staff conpiled exanples
of real businesses that are already saving noney and
reduci ng GHG eni ssions. These are easy ways for snall

busi nesses to |l earn what their counterparts are doing and
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pursue simlar strategies.

Smal | busi nesses can al so upload their story to
share both success and chal | enges.

Movi ng forward, we will continue to add new
success stories to the toolkit. On Cool California.org,
users can both view snapshots as shown for each of the
ei ght ways to save nmoney or click through the view case
study details. | wll highlight conponents of the case
st udy next.

--00o0- -

MS. NAUMOFF: Harnmony Farm Supply and Nursery in
Sebastopol is a store, nursery, and photovoltaic pane
deal er.

Working with the Small Busi ness Energy Alliance,
Har mony Farm conducted a conprehensive |ighting upgrade.
These changes i nmedi ately cut energy consunption in half.
The facility's heating and cooling systens were upgraded
with an EnergyStart qualified programmuabl e thernostat.
Thi s conprehensi ve package, after subtracting financia
i ncentives fromthe Small Business Energy Alliance, cost
t he owners $3, 000.

After making energy efficiency upgrades, Harnony
consi dered other steps to reduce their energy consunption
and decided to install a 37 kilowatt solar array.

Harmony' s energy efficiency and renewabl e energy
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efforts collectively save nore than $7,000 each year and
prevent the enissions of about 40 tons of carbon dioxide
annual | y.

This is just one exanple of a case study web
visitors will find that describes a California snal
busi ness taking action to cost effectively reduce its
energy use and in doing so inprove its bottom!line and
reduce GHG emi ssi ons.

--000- -

M5. NAUMOFF: Operating under the adage if you
can't measure it, you can't change it, staff contracted
with the U C. Berkeley's Institute of the Environnent to

design a sinmple carbon footprint cal culator for snal

busi nesses that use California-specific emssion factors.

This calculator allows for a 30 second car bon

26

footprint estinmate by entering sector, annual revenue, and

| ocation data. |If businesses are interested in a nore
accurate carbon footprint estimate, they can enter

addi tional information about their facility, energy and
fuel consunption, transportation habits, and goods and
services procuremnent.

After viewing their carbon footprint, the

cal cul at or hel ps busi nesses devel op a personalized plan to

reduce em ssions by providing informati on on GHG savi ngs

of reconmended actions and correspondi ng financia
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netrics, like up-front cost, payback period, net cost
savi ngs, and investnent rate of return.
--00o0- -

MS. NAUMOFF: Staff al so devel oped an awards
programto incentivize, recognize, and reward early
| eadership. This programis based on existing nodels.
Sone nodel s, |ike EnergyStart, Flex Your Power, and the
Wast e Reduction Award Program recogni ze busi nesses t hat
have taken action in a specific area, such as energy
conservation or waste reduction.

Q her prograns, |like the Governor's Environnent
and Economi ¢ Leadership award, have a clinmate change
award, but tend to recognize high |l evel extraordinary
busi nesses and organi zati ons.

This new award will recognize nultiple California
smal | busi nesses that denonstrate climte | eadership by
i mpl enenting and pronoting climate friendly practices.
Applicants will be eligible for one of two awards. For
the Cool California excellence award, each business will be
eval uated individually and up to 20 awards will be
presented. Approxinmately five 'Small Business of the
Years' awards will be awarded to the businesses that
denonstrate exceptional climte change managenent
practices and comruni cation

Applicants will be scored by sel ected experts.
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Award wi nners will be able to use the Cool California
wi nner logo in their wi ndow and on other materials to
publicize their achi evenents.
--000- -

M. NAUMOFF: Staff is commtted to devel oping a
conprehensive tool kit distribution strategy. A key avenue
will be working in partnership with stakehol ders to share
the tool kit through existing networks coordinated by
California snmall business | eadership. For exanple, both
the air districts and California.gov will post a link to
Cool California on their honme pages.

Busi ness Transportation and Housing is comitted
to pronoting the tool kit by working through | ocal economic
devel opnent agenci es.

We are also going to be working with the Ofice
of Cimte Change to organize nultiple community foruns
across the state to introduce online and printed tool kit
versions and facilitate connections to |ocal resources.

Staff regularly give toolkit presentations at
conferences and trade fairs and is willing to nake
presentations for interested business associations. W
are also working closely with ARB's Ofice of
Conmuni cati ons to devel op a marketing strategy.

--000- -

M5. NAUMOFF: The toolkit is a continually
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evolving resource. Qur plan is to continue to incorporate
st akehol der suggestions and research results to increase
tool kit effectiveness.

To measure success in the short term staff wll
conduct toolkit pilot testing with small businesses around
the state to gauge and inprove the toolkit's utility.

Staff will measure web hits and ot her web-based paraneters
to gain an understandi ng of the number and type of users.

In the long term staff seek to use interactive
pl edges, chal |l enges, and maps to measure public
participation. Staff are also working on nmetrics to
nmeasure and estinmate actual GHG em ssions reductions and
to nonitor and evaluate the toolkit's effectiveness.

To inprove the toolkit, staff's first priority is
to develop a printed version. W will continue to work
with the web design teamto add functionality to upl oad
nedi a |i ke photos and web-based seninars, nore conpl ex
tools such as a virtual business energy audit, additiona
soci al networking features, and will incorporate results
fromin-house research

--000- -

M5. NAUMOFF: Staff initiated in-house research
to further informtool kit devel opnment by eval uati ng how
environnental |y sustai nabl e behavior is notivated anong

Cal i forni a busi nesses.
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The first research objective will be conpleted in
partnership with California' s Enpl oynent Devel opnent
Department. This department is conducting a statew de
green jobs survey. Staff added questions to this survey
to assess climate-friendly practice inplementation
barriers, resources necessary to reduce GHG eni ssions, and
percei ved benefits of achi eving GHG em ssi ons reducti ons.
Fifty thousand California businesses will be surveyed in
May .

The second research objective will be conpleted
by staff. A sanple of the 20 to 30 small busi nesses w |l
conpl ete a survey about environnental attitudes and
busi ness practices and participate in a nonitoring
exercise to track business heating, electricity, and water
consunption, vehicle usage, and waste generation. This
data will be used to create a custom zed action plan for
each busi ness designed to pronpote cost effective
climate-friendly action. One year later, participants
will be asked to provide informati on on the nmeasures
i mpl enent ed.

This information will be used to design next
generation strategies and incentive prograns to facilitate
successful GHG em ssions reductions wthin the business
conmuni ty.

--000- -
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MS. NAUMOFF: Many snal | busi nesses across the
state have already denponstrated that they can inprove
their bottomline with climate friendly actions.

Col l ectively, these actions can help California reach its
2020 GHG emi ssions reduction goal s.

Movi ng forward, staff will continue to work with
smal | business | eadership to i nprove and wi dely distribute
the tool kit.

Thr oughout the process, it's instructive to keep
in mnd that the EnergyStart canpaign started in 1992 as a
vol untary | abeling program saved busi nesses,
organi zati ons, and consumers about $19 billion in 2008,
and avoi ded GHG em ssions equivalent to those from 29
mllion cars.

Simlarly, since 2001, the Carbon Trust hel ped
participants in their energy efficiency and carbon
em ssi ons reductions progranms save over $1.4 billion worth
of energy and reduce carbon di oxi de em ssions by 17
mllion netric tons.

Staff |ooks forward to noving the small business
tool kit and Cool California.org along in a simlar
traj ectory.

Thank you for your attention. W would be
pl eased to answer any questions.

CHAI RPERSON NI CHOLS: W have two wit nesses.

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

32
They're actually partners and col |l aborators of ours. And
I'd like to hear fromthem and then we can have sone
di scussi on.
We' Il start with Noel Perry from NEXT 10.
Wl cone, Noel

MR, PERRY: Thank you, Chairman Mary.

My nane is Noel Perry, and |I'mthe founder of
NEXT 10. NEXT 10 is a nonpartisan, nonprofit organization
located in Palo Alto, California. And NEXT 10 is working
at the intersection of the environment, the econony, and
quality of life issues in California.

I'"mhonored to be here today to talk a little bit
about the work of NEXT 10 with the Air Resources Board and
al so our other esteened partner.

As a venture capitalist and businessman, |'mvery
i npressed with the resources that the California Air
Resources Board has brought to the Cool California site and
specifically, as we're focused on today, small businesses
in California. | thought the report that was done by Kyra
was excellent. 1 could go on and on about the inportance
of small business in California, but I think she did a
really good job highlighting what the contribution is.

And specifically, quite sinply, in business, npst
busi nesses in California are small, wth under 150

enpl oyees. And | think it's really significant that the
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California Air Resources Board is reaching out to snall
busi ness California, because small business Californiais
the Iife blood of California.

| just want to say a little bit about what NEXT10
has produced. W' ve produced the California green
i nnovation index. And the index is focusing on the
econony and the environnment as relates to AB 32 and the
successful inplementation of it. And check it out, if
you'd like to look at it. It's not partisan. | think
it's docurmenting the work that's happening here in the
state of California, specifically focused on the econony,
green jobs, and how we reduce greenhouse gas eni ssions.

I"d like to conplinment the California Ar
Resources Board for what happened yesterday with the | ow
carbon fuels. | guess that was an early action item And
so we are honored to be here working on anot her project
that was an early action itemwhich is the Cool California.

CHAI RPERSON NI CHOLS: Not quite as many w tnesses
on this one.

MR. PERRY: Right. | guess today is alittle
easier to cone up here and speak

I would like to thank Mary for her | eadership.
I'd like to thank Bob Croes and all the staff that we're
working with on this project. And it's a real honor

| would like to really say how trenmendous it is
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to work with the California Air Resources Board, because
see it as the leader in the nation and actually the world
as one of the nobst respected and esteened regul atory
bodies that is |leading the world in terns of reduction of
greenhouse gas emi ssions. So keep up the fabul ous work.

Last, but not least, | want to thank Sara Henry,
the NEXT 10 program manager who's been working very
closely with CARB. Congratul ations, and thank you for
letting ne speak.

CHAlI RPERSON NI CHOLS: We hate to cut people off
when they're conplinenting us, but we have to keep the
time limts.

Thank you so much, Noel, for all your support.
And really you've added a lot to this docunent, which is
very much appreciated. Thank you.

Go ahead.

MS. KLEI NENTCH: Good nmorning. My nane is Eloisa
Kl einentich. |'m Assistant Deputy Secretary of Business
Transportation and Housi ng Chai rwoman and to the Board.

| just wanted to talk a little bit about what BT
and His doing and how we got involved and really junped
on this excellent opportunity and your great staff here at
t he ARB.

Secretary Bonner has a regi onal economic recovery

and work plans. And what we're trying to do is trying to
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get fromthe bottomup is understand what infrastructure
projects |locals have focused on as being inportant for
their comunities. But what we al so have asked is what
can we do to support snall businesses, specifically in
these difficult economc tines.

Secretary Bonner put green teans as one of those
options. Wat we'd like to do -- our initial idea was to
go and create a website and get all of the organizations
within the state together. But when | ran into your great
team as | nentioned, here at the ARB, | thought this is
great. |'Il have the opportunity to work with them

So what we were able to do, thanks to the
informati on that we received fromthem is work together
to really focus sonme of the content for small businesses.
W work with all the econom c devel opers throughout the
state. That's county, regional, and cities all have sone
sort of econom c devel opnent effort. What they're telling
us is they would like some sort of tools they can use to
bring to the table with small busi nesses.

So what we've teaned up is again based on the
website information, filling some of the information on
smal | businesses, is how can we, in fact, help them \What
we will do with that is teaming up with ARB is get the
i nfornmati on out to the econom ¢ devel opers about what

these options are. And in our responses back to | oca
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conmunities on their regional econom c recovery work
plans, we'll also be referencing the website
Cool California, so they can also work with their
busi nesses as wel | .

So we find that this is a great opportunity for
cross pollenization. |It's a great toolkit. [It's been a
pl easure to work with the excellent staff at ARB. And
it's great that we're all com ng together to support snal
busi ness.

So t hank you.

CHAI RPERSON NI CHOLS: Thank you very much.

I"d like to open this discussion. | know we
could take a day on this issue and it would be very
producti ve, but we have people on this Board who have sone
real expertise in this area that | would also like to hear
from other than just nyself.

| just want to start off by saying | think this
is a very good start. | think it's well organized. It's
t houghtful. But the nobst inportant thing that | want to
flag about this is that it has to be road tested. And it
hasn't really been yet. And where we need the help is not
just to count the nunber of hits that conme to a website,
but to actually find out whether people are taking action
as a result of this and what they need in order to enable

themto do that, because they di sconnect between what
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government thinks it's offering no matter how good it is
and what people actually do is very large as we all know
in many progranms. And finding ways to actually get this
infornmation to people in a format that's useable that they
can act on is not an easy thing at all

One of the reasons why | think having these two
partners that are here today is trenendously valuable to
us is they have different networks. They cone from
di fferent backgrounds. They have different resources
literally available to themthan we do.

But, you know, | have to acknow edge the fact
that yesterday we heard froman array of people who have
Chanmber of Commerce and snmall business in their titles who
are hearing nothing but that AB 32 and the Air Resources
Board are going to cost thema |ot of noney and create
havoc in the state. And | don't think that they're part
of this process at all. Maybe we can't get every
i ndividual in the state or every group in the door. But
I'd sure like to find a way to do sonething about that
di sconnect .

So l'd like to open the discussion up to the
Board nenbers. Start with you, DeeDee, | guess, or you.

BOARD MEMBER KENNARD: Well, first of all, | had
a pre-briefing, and I"'mreally very inpressed with the

wor k that staff has done.
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And | think this is the first step in engaging
the smal |l business comunity, in educating them But nopst
i mportantly, at the end of the day, it's going to be the
economcs. |If you're a snmall business owner, and
particularly in this environment, you're struggling just
to survive. And if this can help to create the nexus and
the information to convince that small business owner that
this is going to increase their margins of profitability,

I think we'll have a real win here.

And this is a great first step at getting people
educated in this vain and that they can participate in
reduci ng em ssions and still be profitable. And that will
be the key | think for the small business owners.

So I'mreally excited about this.

Congratul ations on this good work. Again, this is another
just beginning for us, and | think it's very exciting.

CHAI RPERSON NI CHOLS: Great. Thank you.

DeeDee.

BOARD MEMBER D ADAMO  Well, | agree with the
conments that the Chair made about the groups that were
here yest erday.

I'd like to know fromstaff, did you neet with
any of the representatives? W did see a nunber yesterday
that were here yesterday and on several previous

occasions. So did you neet with any of those individual s?
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RESEARCH DI VI SI ON MANAGER MORA:  We net initially
with the H spanic Chanber. So we went over the concept of
the toolkit. W' ve been trying to arrange a neeting, but
we certainly look forward to working with themin the
future. We have a couple of nmeetings set up in the next
few weeks. So we will continually inprove the toolkit as
we get feedback fromthe various groups. There wll
al ways be an opportunity to provide.

BOARD MEMBER D ADAMO. Terrific.

| just think we need to find a constructive place
for those groups to go.

And | agree with Ms. Kennard that if it results
in a savings, if they see that connection, that that might
be one way to peak their interest.

And then | think a key is going to be
distribution. 1It's going to involve a lot of work getting
out into the communities. And a |lot of these businesses
don't even have time to go to their |ocal chanber
neetings. So figuring out a way to get beyond just
organi zati on meetings and sonehow getting the informtion
out to individuals that are just busy working well beyond
9: 00 to 5:00.

CHAlI RPERSON NI CHOLS: Right.

Yes, Supervi sor.

BOARD MEMBER YEAGER  Thank you.
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Thank you, Kyra, for the foll owup information
that you sent ne. | was able to forward it on to a |l ot of
green organi zations in Santa Clara Valley, and hopefully
we'l |l have sone of our success stories to site.

And then as we had tal ked about, and | think you
were going to followup onit, if we could track where
users go after they've been to this website, it's
always -- and | know there are prograns that are out
there. Just be curious to know what additiona
i nformation are they looking for that they couldn't find
at the website. And then we can figure out if we didn't
want to include that or do a link or whatever. | think it
will give us additional information.

And is there a way for simlar businesses or
government agencies to sort of talk with each other?
Because all these businesses and whether you're a schoo
or city just sort of have different needs and are going to
be wanting different information. WIIl there be a
category for schools? How can you just sort of zero in on
i ke businesses or services?

MS. NAUMOFF: Sure. That's a great question

When you go to the hone page, the top of the hone
page area, there is a horizontal navigation bar that lists
the different sectors: Governnent, business, conmunity,

and organi zati ons.
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And we are also going to a Phase 2 devel opnent
where we're exploring nore social networking opportunities
to give, for exanple, businesses the opportunity to create
a page that they can post their own things if they're
interested in that and do those sane type of things for
the | ocal governnment. W can follow up with you on that,
because we'll be having those discussions within the next
week.

BOARD MEMBER YEAGER: You'd be able to cross
reference you can go to all the school districts that are
listed or all the nurseries that are |listed or restaurants
just to figure out -- and naybe it's a little bit to the
soci al networking you're saying if there is perhaps a way
for people to cooment. | applied for this loan; it was

really easy. O | applied for this loan, and it was a

nightmare. Whatever it is. | tried this, and it didn't
save me any noney, you know. In that way, you can sort
of -- they can all talk to each other to some extent.

MS. NAUMOFF: That point canme up in another
briefing sharing the challenges. W're going to have some
sort of online blogging opportunities for businesses to do
that. W have tal ked about that idea with actual business
owners and chanmbers at a neeting organi zed by Marty
Kel l er, and they seemvery receptive to that opportunity

as well. W expect to see that as part of the toolKkit
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down the |ine.

BOARD MEMBER YEAGER: One last point. |'mnore
fam liar with government, but there's a | ot of businesses
and governnent agencies that are doing a lot. Is it going
to be their responsibility to log onto the website and put
down what they're doing, or is it our responsibility to
find out what others are doing and then include that?
Because the latter is going to take a lot nore staff tine,
but it's going to be a | ot nore conprehensive, because,
you know, a |ot of businesses and government agencies are
really being very serious about this. And so there's a
ot of information out there. |1'mnot sure how you're
going to collect it.

MS. NAUMOFF: | think it's going both ways. At
this point, it's been staff nmostly trying to conpile the
resources, but clearly that list isn't conprehensive. So
as we have these comunity foruns across the state as we
just extend our network and have our marketing and
out reach canpai gns, hopefully nore governnents and
busi nesses that are already doing things will contact us
as well. So | think that is going to be going in both
di rections.

BOARD MEMBER YEAGER: Great. |It's very exciting.

CHAlI RPERSON NI CHOLS:  Sandy.

BOARD MEMBER BERG It is very exciting, and |
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congratul ate staff. You' ve done an outstanding job in
taking the first step.

I think I'm di sappointed that we don't have some
representatives here fromsnall business, and we did have
quite a few people yesterday. And so | think we see what
one of our challenges is. They obviously do go over the
agenda, and they do attend and cone and testify. And yet
it would have been very hel pful to get sone feedback
t oday.

So | think that for ne that is an indication of
sone of the challenges we're going to face on providing
what Chairman Nichols said is a valuable tool that they
actually will get valuable information. The value's here.
We just have to figure out how to get the val ue
proposition out.

The other thing | think as a Board nenber and
sonebody that neets with these people is | also can say,
wait a minute. These are the tools that are avail abl e,
and so | would like to assist in that. And as we rol
these things out, being able to have that information as
' m having neetings so that | can pass on that information
and have a little accountability fromboth sides. | know
there's a great deal of intrepidation, a great deal of
uncertainty, but sonetines you have to push themup to a

nonent um where they start seeing the positive rather than

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

the negative. And so if we could be mndful of that.

As we go into the social networks -- and |'m not
of the generation that really understands all that
dynam c. But after seeing what happened with the bl ack
car situation on the cool paints, which | did get a
tremendous anount of calls about -- | could have al nost
sold out of my black paint. W would really need to
noni tor those bl ogs and make sure that we have |ike
i nformati on and accurate information for people to read.
And so it would be inmportant if we venture into that that
we woul d commit the staff resources to nmonitor, to
respond, and to keep the conversation flow ng from al
opi nions. So that would be an observation that | would
have.

And | woul d be happy to help in any of the

marketing strategies as we |l ook to getting this out.

But congratulations. |It's a great first step,
and | look forward to participating.
Thank you.

CHAlI RPERSON NI CHOLS: Thank you.

Doct or.

BOARD MEMBER TELLES: Yes, so ny first question
is to Ms. Naunoff.

So, Kyra, when you were neasuring wood stove

44

em ssions in Guatemala a few years ago, did you ever think
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you woul d be doing the Cool California website?

MS. NAUMOFF: |'mstill |ooking for the link

BOARD MEMBER TELLES: Very proud of your work
here. Another former student. School of Public Health at
Ber kel ey.

But nore seriously and to follow up on Ms. Berg's
comments, | think we -- this is a great toolkit. And
you' re tal ki ng about surveying 50,000 busi nesses. But
there are 3.4 million businesses.

And | think that in the area of climate change in
greenhouse gas enissions, we're, as we tal ked about
yesterday, in a different ballpark than the air quality
regul ati ons that we've been used to for the |ast number of
decades. So | think we have to have a different
conmuni cati on strategy.

You know, | think it's great how we get op-ed
pieces in the L. A Tines about the | ow carbon fue
standard. | think we're very good at doing that. And I
comrend the communi cation staff. But to market this kind
of stuff and get the word out that clinmate change, AB 32
regul ati ons are nore than gobbl edygook, which is what nost
people think they are, we have to figure out a way to do
that. And it's probably an entirely different type of
conmuni cati on and marketing strategy than we've ever been

used to. So | don't know if staff has been thinking about
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t hat .

But the only thing | can conpare fromny own
experience is the California Departnment of Health Human
Services then put a lot of resources into professional
mar ket i ng about snoki ng and stop snoking. Those canpai gns
were very effective. They were al so very expensive and
very slick. People knew what they were doing in
devel opi ng those slick adds.

Are we nmoving in that direction? Because | think
it would be -- it's really probably inportant not just for
us to feel good about getting the word out, but so that
the public, all sectors, small businesses, in particular
we're focused on is engaged in working with us, because if
the public isn't engaged, we aren't going to get there.

CHAI RPERSON NI CHOLS: Right. I'mpretty
convinced that there is a strong overlap between what
we're trying to do or the product we're trying to sell, if
you will, and the Flex Your Power canpaign and previous
canpai gn to get people involved in energy conservation.
There are sone additional items, of course, that we're
tal ki ng about here in terns of, you know, products for
re-doi ng your auto air conditioning.

| mean, there are going to be sone ot her
approaches other than just energy conservation. But nost

of the stuff is really about energy conservation, using
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energy nore efficiently. And there is alot to learn
about what's worked and what hasn't worked in the past.

The twi st or connection between that and
greenhouse gases kind of cuts two ways. | agree with
several people who said that for a lot of the fol ks that
are listening to this, greenhouse gases are just sone
weird thing that people are talking about now that
environnentalists are trying to get you scared about. And
there is a substantial mnority, but it's not a fringe of
peopl e, who feel that this whole issue is just one nore
thing they don't want to worry about. They'd rather not
hear about it, thank you very much.

And | do think that since we are obviously -- we
have to tal k about it, because we're required to by AB 32,
maki ng the connection between that and other things that
do resonate |ike energy efficiency and i ndependence from
foreign oil and saving noney are the ways that we're going
to succeed. So we don't have to cover up what our agenda
is, but we have to talk to people about sonething that
they're actually willing to hear about. And | think
that's going to be the key to this.

And it is going to involve marketing techniques
that we are not famliar with. | think it's actually
perfect that soneone who has a background in public health

is working on this project, because that's exactly the
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sanme kind of approach that we have to take here.

Sandy.

BOARD MEMBER BERG W m ght be able to piggyback
on sone of those prograns, as you said, that wouldn't be
as expensive.

And the other thing, it mght be a great
opportunity to go to sone of the business schools and see
who would like to take a project on marketing this type of
program and coming up with a canpai gn and get sone of that
younger generation that really is enbracing these changes
and how woul d they get the word out.

So we might want to -- we've got some dynamite
busi ness schools in this state. And if a few of the
schools and a couple of student teaned up if that was
their project, we mght be get some really interesting
i deas.

CHAI RPERSON NI CHOLS: That's terrific.

BOARD MEMBER KENNARD: Mary, | had one other
t hought .

That is in listening to this conversation, | want
us to be very careful about the expectation, because this
is all phenonmenal work. But to expect that us as Board
and staff can make a huge and phenonenal inpact on this is
really |I think unfair and that we ought to have sone

nmeasur abl e expectati ons about the nunbers of businesses we
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actually can reach by utilizing organizations |ike NEXT 10
and the chanber, et cetera. Because as a matter of
reality, we're not going to reach a huge number of
busi nesses, particularly in these initial years. And so |
just want us to be careful about not putting that kind of
pressure on staff and ourselves to believe we can all of a
sudden mracul ously get a huge nunber of small busi nesses
engaged.

CHAI RPERSON NI CHOLS: Do you have any
suggestions? Maybe this is another one of those business
school type projects. But, you know, how to devel op a
realistic plan for what we should be targeting so we woul d
be able to really neasure our success.

BOARD MEMBER KENNARD: | think that in
coordinating with the chanbers and ot her organizations to
kind of take a pole on what is realistic. Is it ten
percent of the popul ation of small businesses? Is it one
per cent ?

| think it would be really hel pful if we had kind
of a target as opposed to just out there nebul ously saying
we're going to reach out to snall businesses. Because if
we don't have a target, we never can be successful,
because we don't know what the nunber is.

CHAI RPERSON NI CHOLS: That's a very good point.

| hope we can address that and fold that into your
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thinking. And obviously there's a ot of interest on the
part of the Board in staying abreast of what you're
saying. So keep us posted.

BOARD MEMBER BERG And there certainly are other
programs out there that we can neasure agai nst as well.

So | think that's an excellent point.

CHAI RPERSON NI CHOLS: Okay. |If we're done with
this item which | think we are -- thank you for those who
cane to join with us today.

If there's anybody that doesn't get the joke
about bl ack paint, you can ask one of the ARB staff
people. They'll explainit to you.

We need a Resolution here. What are we doing
with the Resol ution?

EXECUTI VE OFFI CER GOLDSTENE: You're directing us
to continue to work on this.

CHAI RPERSON NI CHOLS: We're directing you to
continue to work on this.

BOARD MEMBER BERG | nove on Board Resol ution
9-4-5, instructing staff to nove forward.

CHAI RPERSON NI CHOLS: We don't have a quorum at
the nonent to pass a Resolution. People left.

BOARD MEMBER KENNARD: It's still an inportant
i ssue.

EXECUTI VE OFFI CER GOLDSTENE: The di scussi on has
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been very hel pful.

CHAI RPERSON NI CHOLS:  You don't need a Resol ution
anyway. But | think you have the sense of the Board. W
wi sh you to continue working on this project.

EXECUTI VE OFFI CER GOLDSTENE: Thank you.

CHAlI RPERSON NI CHOLS: Thank you.

BOARD MEMBER BALMES: | heard that.

CHAI RPERSON NI CHOLS: W still need one nore. W
need si x.

Normal Iy, when we have a nice feel good itemlike
this, we don't also have to pass a Resolution. But staff

seens to wish to have a Resolution. W have one, and it's

good.

BOARD MEMBER KENNARD: |'I1l nove it.

BOARD MEMBER BERG  Second.

CHAI RPERSON NI CHOLS: All in favor say aye.

(Ayes)

CHAlI RPERSON NI CHOLS: Thank you very much.

When Dr. Bal nes was conmmenting on the effective
anti - snmoki ng canpai gn, | remenber hearing a very

interesting briefing fromone of the professionals that
was i nvolved in designing those comrercials about how t hey
had devel oped them And it focused on the fact which

t hi nk nost people realize, although we don't like it, is

we all respond better to negative comercials than we do
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to positive. So all of the commercials they did that were
desi gned to nake peopl e understand why it would be good to
quit smoking were not nearly as effectives as the ones
that focused on evil tobacco industry people who were
coercing you to do things that were bad for your health.
So | guess we can say the sane thing.

We are now ready for the next two itens, which
we're going to take up together, because they're directly
related. They both address inplenentation of the air
quality inprovenent program which we call AQP, ARB's
newest incentive program And this is a program which was
created by a bill called AB 118 signed into | aw by
CGovernor Schwarzenegger in 2007. It was a priority for
then Assenbly Speaker Nunez who worked very hard to create
this program which provides nmoney for incentives for
transform ng vehicle fuels and technol ogi es.

And so we now have the opportunity to put
t oget her guidelines for how this nobney is to be spent.

And so we're going to be looking at a regulation for this
fundi ng plan regul ati on which will define how the funding
programw || work for fiscal year 2009-2010. It gives us
the opportunity to spend $42 million for projects in the
next fiscal year and establishes our priorities also for
the funding cycle, describes the projects that we would

fund, and sets funding targets for each of these projects.
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This will be an annual event, but hopefully we
will have priorities which will stretch out for nore than
one year at a time so that people can see the direction
that we're going in.

So we'll take up the funding plan and the
guidelines at the sane tine and hear testinony on both of
these itens together.

M. Col dstene, would you introduce this item

pl ease?

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

AB 118 creates three new i ncentive prograns
providing up to $200 mllion in annual funding through

2015 to support introduction of alternative fuels and
reduce greenhouse gas and snog emi ssions.

The funding is adninistered by ARB, the
California Energy Conmi ssion, and the Bureau of Autonotive
Repai r.

Today, we are asking the Board to approve two
proposal s that would enable us to nove forward with ARB's
part of AB 118, the air quality inprovenent guidelines,
and the plan for expending this year's funding.

AQ P provides over $40 mllion annually for ARB
to invest in clean vehicle and equi pnment projects to

reduce criteria pollutants and toxics. The projects wll
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al so provide significant ancillary greenhouse gas
benefits.

AB 118 expands ARB's portfolio of air quality
i ncentives, providing the opportunity to fund projects
that do not fit within the statutory franmework of existing
i ncentive prograns, such as the Carl Moyer Program Goods
Moverrent, and Lower Eni ssion School Bus Prograns.

These exi sting progranms focused on near-term
reductions to reduce ozone and particulate matter
pol I uti on and cut exposure to toxics. W propose to use
AB 118 funds to hel p achi eve comercializing the advanced
t echnol ogi es necessary to hel p neet post-2020 SIP goal s
and 2050 climte change goals. This fills a critica
niche in ARB's air quality investnent portfolio.

This funding will provide an econom ¢ stimul us
for California by accel erating devel opnent and depl oynent
of tonmorrow s vehicles and i nprovenent, providing a boost
to | ocal advanced technol ogy manufacturers, and
stimulating the California nmarket for the next generation
of green workers needed to support these technol ogies.

Today' s proposal builds upon the action the Board
took | ast Septenber by approving the AB 118 gui deli nes.

As we noted at that time, those guidelines were narrowy
limted in scope to ensure the projects ARB and the Energy

Conmi ssion fund under AB 118 conpl emrent and do not
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interfere with California's existing air quality prograns.

Today's proposal s focus on the broader
admi ni strative guidelines for inplenmenting the AQP and
air funding plan for the upcom ng year.

As part of today's presentation, staff will also
provi de an update on the roll-out of the newair quality
| oan program for trucks being funded with our fiscal year
2008 AQ P Money.

Joe Cal avita of the On-Road Controls Branch will
provide you with a detail ed description of staff's
proposal .

Joe.

(Thereupon an overhead presentati on was

presented as follows.)

MR. CALAVI TA: Thank you, M. Coldstene. Good
norni ng, Chairman Nichols and nenbers of the Board.

--000- -

MR. CALAVITA: W're excited to be here today to
kick off ARB's newest incentive many program |'l| start
today's presentation with some background on the AB 118
legislation and the air quality inprovenent program [|'1|
then provide an overview of three conponents of the AQFP:

Qur proposed regul atory gui delines, which
establish the progranmis adm nistrative requirenents;

ARB' s new Truck Loan Program funded by the AQ P
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this year;

Qur proposed funding plan to guide expenditure of

$42 million in AQP year two funds.
--000- -

MR. CALAVI TA: First sone background on AB 118
and how it fits inwith California's other air quality
i ncentive prograns.

--00o0- -

MR CALAVITA: The state now has over half a
billion dollars available annually to invest in clean air
Each of these six incentive prograns have different
statutory provisions and fill particular niches, but they
fit together to forma conplenentary portfolio that can
hel p us neet both our near-termand long-termair quality
goal s.

Traditionally, ARB' s incentive prograns have
focused on near-termreductions to reduce ozone,
particulate matter, and air toxics. AB 118 builds on
t hese successes and creates three new prograns.

The first provides $30 mllion a year to expand
the Bureau of Autonotive Repair's car scrap program
We' || propose inmplementation guidelines for this program
at the June Board neeting.

AB 118 al so provides up to 120 million annually

to the California Energy Comission for alternative and
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renewabl e fuels and vehicles to help neet our clinmate
change goals. The Conm ssion just approved its investnent
plan this week, so this funding will be rolling out
shortly.

Finally, the AQ P, ARB s program provides over
$40 mllion annually for clean vehicle and equi prent
projects to reduce criteria pollutants and toxics.
Statute provides broad flexibility for this funding. Qur
first year of AB 118 funding is being directed to the
Truck Loan Program which I'Il describe in a few mnutes.

AQ P naturally conplenents the Carl Moyer
Program Goods Mdvenent Bond Program and Lower Emi ssion
School Bus Program providing the opportunity to focus on
advant aged technol ogies that don't fit within these
program s statutory franework.

--000- -

MR, CALAVITA: Now I'Il briefly sunmarize the
proposed AQ P gui del i nes.

--000- -

MR. CALAVI TA: Statute requires the AQP
gui delines to be adopted as regul ations. The proposed
gui del i nes provide the AQ P s overarching adm nistrative
requi rements establishing the rules for howwe'll run the
program The guidelines are intended to remain nostly

static over the AQ P's eight funding years, so they've
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been crafted to allow the types of projects, funding
nmechani sns, and ot her program el ements to evol ve.

--00o0- -

MR. CALAVI TA: The proposed regul ation
est abl i shes the robust adm nistrative requirements
necessary to ensure that AQ P will be inplenmented in
accordance with statutory provisions.

At the same tinme, the proposed regul ation
provides sufficient flexibility to encourage the
devel opnent of new energing em ssion control technol ogies.

We hel d four rounds of public workshops over the
past year to devel op today's proposal. W' ve received
positive feedback supporting the guidelines, and we've had
no requests for changes.

--00o0- -

MR, CALAVITA: I'll now change gears a little bit
and provi de an update on how we're using year one AQP
funds to launch the Truck Loan Program as known as PLACE.

We introduced the Board to this programl ast
Decenmber as a way to assist truckers inmpacted by the two
regul ati ons adopted that nonth.

--000- -

MR. CALAVI TA: The Truck Loan Program hel ps

truckers get nore reasonable financing ternms for purchase

of new and used trucks, exhaust retrofits, and Smart\Ways

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

59
energy efficiency upgrades.

W estimate that ARB's $42 million appropriation
will |everage about $300 million in financing.

Today's tightening credit market makes this
program even nore critical than when it was originally
conceived. The target participant is what we refer to as
the nearly bankable truck owner, one that doesn't quite
conformto conventional |oan underwiting standards, yet
is not so risky as to be considered unbankabl e.

--00o0- -

MR. CALAVI TA: The | oan program has two
conponents. The first is a | oan guarantee programrun
through the State Treasurer's O fice Capital Access
Program al so known as Cal CAP. W spoke to you briefly
about this at last nmonth's Board neeting during our update
on ARB truck incentives.

The Cal CAP | oan program ki cked off just this
week. Truck owners can now access | oans either through
participating |l enders or truck deal ershi ps.

We're heard a nunber of truck owners have already
subm tted | oan applications which are with banks being
processed.

We're al so | aunching a second conponent to
provi de additional financing options, such as interest

rate buy downs, |ease buy backs, or extended re-paynent
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peri ods. These alternative financing options will be
avai l abl e starting this sumrer.

We will closely nonitor the Truck Loan Program
and eval uate future funding each year as part of the
annual AQ P fundi ng pl an.

--000- -

MR, CALAVITA: I'Il now shift into the core of
the presentation, the proposed funding plan for the com ng
fiscal year.

Qur vision is for these funds to advance the next
generation of technol ogi es needed to neet |onger term SIP
and clinmate change goals. This conplinents the Myer and
bond program s focus on near-termreductions fromfully
conmer ci al i zed vehi cl es and equi pnent.

--00o0- -

MR. CALAVI TA: The cornerstone of the proposed
funding plan is $25 million to accel erate the depl oynent
of hybrid trucks and buses. This is a category where we
believe an initial |arge investnent can have an inpact on
truck and bus fleet makeup and hel p advance hybrid
t echnol ogy.

We anticipate this funding conmtnent will help
t hese vehicl es become established in the market, much the
way hybrid cars are now established.

We're al so proposing investnents in the next
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generation of passenger vehicles, |awn and garden
equi prent, and off-road work vehicles. The 9 nmillion
proposed for denonstration projects target technol ogies
that are not yet ripe for commercialization, but that show
near-term prom se.
--000- -

MR CALAVITA: This slide identifies the ten
types of AQ P projects authorized by AB 118. Qur proposa
covers these six of the ten allowable project types.

Substantial investments in air quality research
work force training, and light-duty vehicle scrap are
bei ng nade by the Energy Conmi ssion and Bureau of
Aut onotive Repair pots of AB 118 funding, so we're
deferring funding for these categories this year

--00o0- -

MR, CALAVI TA: You nmay be wondering how the
proposed funding plan for this year fits into our
long-termvision for AQ P. W expect that as hybrid
trucks and buses are produced in |arger nunbers, vehicle
costs will decline to the point that funding is no | onger
needed.

At the sanme time, hybrid off-road equi prent and
mari ne vessel technol ogy should mature and could be a good
candi date for future year AQ P funds.

--000- -
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MR, CALAVITA: Simlarly, we anticipate funding
for electric residential nmowers will help encourage
further devel opment of this technology, to the point that
el ectric equi pment becones available for use in the
commer ci al sector where the bul k of enissions occur

--000- -

MR, CALAVI TA: CQur funding allocation for ZEVs is
based on the nunber of vehicles expected in the next year
As production of these vehicles ranps up further, we may
recommend additional funding in future years.

As with the other deploynent projects proposed
for funding today, we expect these vehicles to eventually
be sel f-sustaining so incentives would no | onger be needed
in the longer term

O course, each year's funding plan will be
dictated by on-the-ground circunstance and is ultimately
predi cat ed upon Board approval.

--000- -

MR, CALAVITA. On to a sumary of the proposed
proj ects.

Hybrid technol ogy can significantly reduce
criteria pollutant, air toxic, and greenhouse gas
em ssions, particularly in delivery vans, work vehicl es,
urban buses, trash trucks, and other vehicles with high

stop and go or idling duty cycles.
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Hybrid trucks and buses are now on the nmarket in
nmul tiple configurations and nodels. But because they're
being built in small nunbers, their price is typically too
high to justify their purchase based on fuel econony
savings alone. This project would provide a voucher for
about half the incremental cost of these vehicles --

--000- -

MR. CALAVITA: -- which is between 10 to $35, 000
dependi ng upon vehi cl e wei ght.

Qur fundi ng woul d accel erate depl oyment of about
the first thousand vehicles in California, helping pave
the way for the nmedium and heavy-duty hybridi zati on
nmeasure in Cimate Change Scopi ng Pl an.

--000- -

MR. CALAVI TA: The next project is for incentives
to purchase zero-em ssion and plug-in hybrid passenger
vehi cl es, nei ghborhood el ectric vehicles, zero enission
not orcycl es, and zero em ssion comercial vehicles.

This project's proposed structure and rebate
anmounts are nodel ed after ARB's successful alternative
fuel incentive program which is sunsetting this spring.

For the first time, we're al so proposing
i ncentives for zero em ssion medium and heavy-duty
conmer ci al vehicles, such as electric delivery vans.

--000- -
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MR, CALAVI TA: The next project would augnent
local air districts' popular and successful |awn and
garden equi pnent repl acenment programs. The project would
fund replacement of gas powered | awn and garden equi pnent,
typically residential |awn nowers with cordless electric
equi pnent .

District prograns have been limted in scope due
in part to lack of funding. And this project would invest
significant State funds in this category for the first
tinme.

We anticipate this programw || enable districts
to fund an additional eight to 10,000 zero emni ssion | awn
mower s.

Al air districts designated as non-attai nnent
for the federal 8-hour ozone standard would be eligible
with a focus on those districts with the worst air
quality. Districts would be required to natch each doll ar
of AQ P funding with a dollar of |ocal funds.

--000- -

MR. CALAVI TA: The final vehicle depl oynent
project is for zero enmission agricultural utility terrain
vehicles, or UTVs. The equi pnent popul ation of these
vehicles in the California agricultural industry is second
only to that of tractors.

Electric agricultural UTVs are available for sale
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today, but their higher cost relative to gas-powered UTVs
can defer their purchase. The proposed rebates equa
about half the vehicle incremental cost. Recreationa
vehi cl es woul d not be eligible for funding.

--000- -

MR, CALAVI TA: W' re proposing to adm nister
these projects differently than the Carl Myer or Goods
Moverrent | ncentive Programs. W' ve used the | essons
| earned fromthese existing prograns and the statutory
flexibility provided by AB 118 to craft streanlined,
transparent, and user-friendly funding mechani sns.

The first three projects listed here would all ow
purchasers to access and redeem vouchers or rebates as
part of their typical purchase transaction and woul d use
conmon st atewi de fundi ng protocols.

You may hear comments today suggesting ot her
fundi ng mechani sns. However, we believe the
admi ni strative structure we're proposing i s consuner
friendly and provides the sinplest nbst transparent
mechani smto accel erate depl oynment of these technol ogi es.

The proposed AQ P gui delines conpl enent our
proposal by providing the framework for robust oversight
and accountability.

We' Il conduct conpetitive solicitations for an

air district, CAPCOA, or other qualified public or private
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organi zations to adm ni ster each of the first three
projects listed here.

The | awn and garden equi prent repl acenent
project, the fourth deploynent project, is intended to
allow multiple air districts to fold AQP funding into
their existing prograns.

--000- -

MR. CALAVITA: [|'ll now nove on to the
denonstration projects we're proposing to fund. To
identify projects, we held 12 public work group meetings
with local air districts, technol ogy providers, vehicle
and equi pnent manufacturers, and other interested
st akehol ders.

The off-road focus of our proposed denobnstration
project was made in coordination with the Energy
Conmi ssi on, which focuses its AB 118 denonstration project
funds on the on-road sector. W targeted those
t echnol ogi es whi ch show the nost promise for
conmercialization within the next three years.

As nentioned earlier, we believe the technol ogies
proposed for denobnstration today coul d be good candi dates
for rebate funding to accelerate their deploynent in
future years.

--000- -

MR, CALAVITA: This slide identifies the five
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proposed vehicl e and equi pnent categories and funding
targets for denobnstration projects. The $9 mllion
proposed for denonstration projects represents about 20
percent of the total AQ P funding allocation.

El i gi bl e technol ogi es, including hybrid and zero
em ssi on technol ogies, are detailed in the proposed
fundi ng pl an.

We believe air districts are uniquely suited to
adm ni ster denonstration projects for vehicle and
equi prent types that nost inpact their regions.
Solicitations for denbnstration project adnministrators
woul d be staggered over the 2009-2010 fiscal year and
woul d all ow for funding of projects in the five categories
l'isted here.

--00o0- -

MR, CALAVI TA: The bulk of this prograns
benefits aren't fromthe vehicles that are directly
funded, but are ancillary benefits from accel erating
initial deploynent of proven advanced technol ogies.

These accrue by hel pi ng i ncrease production and
bring down vehicle and equi pnent costs to the point where
t hey can be conpetitive.

By bringing these technol ogies into the main
stream our projects will also help accel erate technol ogy

transfer, for exanple, hybrid technol ogy transfer from
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Finally, these projects will increase
California' s exposure to these technol ogi es, reducing
consumer reluctance to invest in unfanmliar vehicles and
equi prent .

Accel erating depl oynent of the next generation of
vehi cl es and equi pnment will al so provide an economic
stimulus for California and help position the state for
green job grow h over the next several decades.

--00o0- -

MR. CALAVITA: Finally, we're proposing
contingency neasures providing the Executive Oficer the
authority to adjust the funding plan in certain
ci rcumnst ances.

For exanple, should California receive federa
stimulus funding for the technologies in this plan, the
Executive O ficer would have the flexibility to shift up
to five percent of AQP funds to where they may be nore
needed.

We're al so keeping an eye on the Truck Loan

Program Should this program be so popul ar nore funding

is needed this year, the Executive Oficer could divert up

to $10 mllion fromthis funding plan to truck | oans.
And we'l|l be updating you on the status of the

Truck Loan Program and all the projects funded this year
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when we bring our proposed year three funding plan to you
for your consideration next spring.

--00o0- -

MR CALAVITA: In conclusion, we reconmend the
Board adopt the proposed air quality inmprovenent program
gui del i nes and approve the proposed funding plan for
fiscal year 2009-2010.

CHAlI RPERSON NI CHOLS: Thank you.

| don't have a witness list on this item

CHI EF DEPUTY EXECUTI VE OFFI CER CACKETTE: The
next step is to go outside and | ook at the vehicles that
we showed on the slide.

CHAI RPERSON NI CHOLS: We're going to take a break

first. Al right. Sorry. | thought we were going to do
it the opposite way. |'ve been confused before.
In that case, we will adjourn briefly, like for

15 minutes | would say probably, to go out the back way
and down the stairs and out to the street on the 10th
Street side. W'Ill follow you.

CHI EF DEPUTY EXECUTI VE COFFI CER CACKETTE: We've
got -- | think there's probably about eight or nine pieces
of equipnment. They're |abeled with the kind of incentives
they are. There's sonmebody to tal k about each one if you
have interests. But we can go relatively quickly down the

l[ine and hit the street. W'IIl start at the right-hand
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side and go towards | Street toward the Citizen Hotel.

CHAI RPERSON NI CHOLS: Okay. Great. Thank you.

(Thereupon a recess was taken.)

CHAI RPERSON NI CHOLS: The first nanme on ny |ist
is Aleecia Macias fromthe California Energy Conission.

The other Board nenbers are in the back, but they
can hear you.

EXECUTI VE OFFI CER GOLDSTENE: Chai rman Ni chol s,
before she starts, 1'd like to say we've been very happy
with the work we've been doing with the Energy Commi ssion
and are very proud of the partnership we have with them

CHAI RPERSON NI CHOLS: Very glad to hear that.

MS. MACIAS: Thank you, M. Col dstene.

Good norning, Chairman Nichols and nenbers of the
Board. | feel kind of awkward saying that.

CHAI RPERSON NI CHOLS: They're not physical, but
they're there virtually.

M5. MACIAS: M nane is Aleecia Macias. | am
representing the California Energy Comm ssion today in
support of the Air Quality Inprovement Program gui delines
and the 2009-10 funding pl an.

The Energy Commi ssion has worked closely with the
Air Resources Board staff over the |last year to ensure our
respective programs and the proposed funding all ocations

are conpl enentary.
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Staff have hel d a nunber of coordination neetings
and supported our program devel opnent. So we al so
appreciate the Air Resources Board staff.

And today at the Board neeting, the potentia
adopti on of the guidelines and the fundi ng program we
wap up a big week for alternative fuels in California.
You may be aware on Earth Day the Energy Conmi ssion
adopted the investnment plan for the Alternative Fuel and
Vehi cl e Technol ogy Program The Air Resources Board Air
Quality | nprovenent Program and Energy Conmi ssion's
Al ternative Renewabl e Fuel and Vehicle Technol ogy Program
couldn't be tinelier with the availability of federa
noneys through the stinmulus package.

California has the potential to double the
investnment in alternative fuels that cone into our state.
And these prograns offer investrment that is critical to
California's alternative fuel industry, allow ng for
growm h in our economny, green job creation, and nore.

And | would like to thank the Air Resources Board
staff for the partnership we've shared in devel opi ng these
prograns. W support the adoption of both the AQP
gui del i nes and fundi ng plan today as the next step towards
bringing alternative fuels to the marketplace. And we
| ook forward to continuing our partnership to make these

prograns a success.
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Thank you for your tine.

CHAI RPERSON NI CHOLS: Thank you very nmuch. This
is areal partnership, and it's so far | think
unprecedented really historically that we've had two
agenci es working so effectively to make sure that our
funds go further than they would have separately.

So | know that's what the Governor's insisting on
and hopefully will put us in good stead for getting nore
stimul us noney as well.

So t hank you.

CHAI RPERSON NI CHOLS: Okay. Laura Marion from
APTERA.

(Thereupon an overhead presentati on was

presented as follows.)

M5. MARI ON:  Good norni ng.

--000- -

MS. MARION:. My nane is Laura Marion, and |I'mthe
Chi ef Financial Oficer of APTERA Motors. And |I'm pl eased
to have the opportunity to speak with you this norning.

APTERA under st ands t he broad purpose of the Air
Qual ity Managenent | nprovenment Program and we support the
staff proposals on both the guidelines and 2009-2010
fundi ng pl ans.

Next slide.

--000- -
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MS. MARION. Particularly as it relates to
encour agi ng greater adoption of l|ight-duty clean vehicles
t hrough the use of the C ean Vehicle Rebate Program W
bel i eve that one of the challenges that has been inpeding
t he adoption of clean light-duty vehicles to date has been
the Iimted nunber of options available to consuners in
t he market .

--00o0- -

MS. MARION: Very few zero em ssion vehicles
avai l abl e on the narket today are freeway capable and
af fordabl e. And ATPERA believes increased adoption of
clean vehicles will require a broader selection of choices
for consuners that are both freeway capabl e and
af f or dabl e.

--00o0- -

MS. MARION: That's why APTERA strongly supports
the inclusion of two- and three-wheel ed vehicles known as
ZEMs in the clean vehicle rebate program |Includi ng ZEMs
i ncreases the product choices that are avail able for
consuners and inportantly provides additiona
transportation alternatives that are both freeway capable
and af f ordabl e.

APTERA' s corporate nmission, in fact, is to
provi de consuners with personal transportation that is

highly efficient, which aligns very closely with the
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obj ectives of AB 118.
--000- -

M5. MARION: Qur first vehicle to market is the
APTERA 2e, a prototype of which you just saw outside. The
APTERA 2e is a two passenger plug-in electric vehicle,
which will be in production starting in the fourth quarter
of this year.

--00o0- -

M5. MARION: The APTERA 2e is an ideal commuter
vehicle. It offers 100 nile range per charge freeway
capability with a top speed of 90 nmiles an hour and an
af fordabl e price point of 25 to $40, 000.

In addition, consumers do not need any specia
infrastructure at home to drive an APTERA 2e, as it
recharges on a conventional 110 volt outlet.

In addition to supporting California's AB 118
obj ectives, APTERA is supporting California's economc
devel opnent. W are headquartered in northern San Di ego
County and will be manufacturing our vehicles there.

Qur direct enploynent will add nore than 300 jobs
in California by year end 2010, and our sales and supply
chains will add or protect even nore California jobs.

APTERA appreci ates ARB' s | eadership in inproving
California's air quality by supporting increased adoption

of light duty-clean vehicles through use of rebates.
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We're particularly pleased the staff proposals recognizes
the inmportant role that ZEMs have to play in the clean
vehi cl e space

We support the adoption of the staff proposals
for the AB 118 guidelines and funding plan. And we
encourage the staff and the Board to consider increasing
both the rebate anpunts and the total rebate dollars
avail abl e to further enhance the adoption of |ight-duty
cl ean vehicles.

Thank you very much for your tinme.

CHAI RPERSON NI CHOLS: Thank you. That's quite an
exciting |l ooking vehicle. Appreciate your bringing it.

Okay. John Shears with CEERT.

MR. SHEARS: Good norning, Chair N chols and
menbers of the Board. Here we are again.

Just want to echo Al eecia's coments. And this,
i ndeed, is an historic week here in California with the
Ener gy Comm ssi on approving the AB 118 conponent
i nvest nent plan, the OAL approving their regul ations, and
| ow carbon fuel standard yesterday, and today ARB | aunches
its program

And | want to thank and commend the ARB staff
who' ve been diligent, | nust say, in reaching out and
maki ng sure that they had received a | ot of input on

designing this program There's been a |lot of very good
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t hi nking that has gone into designing this program

Look forward to working with ARB and with the
Ener gy Comm ssion going forward on the rest of this
program and also in helping go after sone of the federa
stimul us noney starting on Mnday.

We support and urge that you approve the
regul ations -- to approve the proposed regul ations and the
fundi ng program Thank you.

CHAI RPERSON NI CHOLS: Thank you very much.

Max Scheder - Bi eschin from Baref oot Mt ors.

(Thereupon an overhead presentati on was

presented as follows.)

MR. SCHEDER- Bl ESCHI N:  Good norni ng, Madam Chair
nmenbers of the Board. M nane is Max Scheder-Bi eschin
"' m co-founder of Barefoot Mdtors. W design and assenbl e
100 percent electric off-road utility vehicles. And we
t hank you for the opportunity to speak today.

We want to convey our support for staff's
recomrendation to include 1.3 million for electric
agricultural work vehicles in the proposed 2009-2010 AQ P
fundi ng pl an.

At Barefoot Mdtors, we have integrated best of
class electric propul sion technol ogi es and i nnovative
design to devel op rugged, high performance, nmarket-driven

vehi cl es.
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Qur focus is on agricultural and | and nanagenent
application, ideal environnent for the power and torque of
el ectric notors.

Qur earth utility vehicle is a zero-em ssions
vehicle. |It's clean and quiet and can be powered by
renewabl e ener gy sources.

Next slide.

--00o0- -

MR, SCHEDER-BI ESCHIN: The bin you see is a great
bin for harvesting, for exanple. Fully loaded, it weighs
1200 pounds.

--000- -

MR. SCHEDER- Bl ESCHI N: Barefoot Mdtors is a
rel atively young conpany, but has conducted extensive
on-farmfield testing in the devel opnent of our product.
We have received positive reviews fromtrade publications
as well as fromexcited custoners.

We are just conmpleting final testing and have
interests in place to take us through our sunmer's
producti on.

The type of custoners include wineries, dairies,
forest owners, ranchers, eco resorts, and orchards.

Next slide.

--000- -

MR, SCHEDER-BIESCHIN: | look forward to com ng
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back to you in three years and showi ng how setting aside
just three percent of your budget turned the tide and rmade
clear once and for all the potential of electric vehicles.

--000- -

MR, SCHEDER- Bl ESCHI N:  Just the | ast couple
comment s.

Conment, the range question as this is perceived
Achilles' heel of the EV industry. This we address by
mat chi ng the technol ogy with the appropriate applications.
The average size of California's farms, 76,000 of them is
349 acres. Do the math, and you will know why we see
farmers pleasantly surprised. W don't need 300-mle
range. Crisscrossing your land 30 to 40 times during the
day is just fine.

A comment to cost, the reason AQ P s plan is so
spot on. Initially, yes, our up-front cost will be about
40 percent nore. But because you spend 25 to $3,000 | ess
in fuel and don't spend 25 to 3,000 on engi ne mai nt enance
and the like, custonmers pencil out spending 20 percent
| ess over the life of the vehicle.

This brings me full circle as to why | will be
back here in three years congratulating you. The five per
vehicl e you set aside under AQ P covers | ess than
one-seventh of one percent of ATVs on California farns

today. This credit will help junpstart California's
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efforts to denpnstrate the benefits of electric vehicles
and will do so in conjunction with those that feed our
country.

This is great directional |eadership you are
showi ng at a time when our country wants to go cl eaner and
wants to know nore about how our food is made. Thank you.

CHAI RPERSON NI CHOLS: Thank you. One question

BOARD MEMBER D ADAMO  How | ong does it take to
recharge and what type of power outlet?

MR. SCHEDER- BI ESCHI N:  Standard plug, 110 or 220
volt outlet. The on-board charger takes seven hours and
the option for two on-board chargers will be three and a
hal f hours.

Every hour you charge it, you increase the seat
time, as we call it, of three to eight hours for the
vehicle you increase it 25 percent.

CHAlI RPERSON NI CHOLS:  Thanks.

Have you had any feedback about the |ack of
noi se? Do people appreciate that?

MR. SCHEDER- BI ESCHI N: People love it. People
love it. It's incredible. | have a video here, but | ran
out of tine. During the interview, the vehicle is on and
you hear the birds chirping in the orchard.

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

MR, SCHEDER- Bl ESCHI N:  Thank you.
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CHAI RPERSON NI CHOLS: COkay. Dam an Breen

MR. BREEN. Good norning, Chairperson Nichols,
and menbers of the California Air Resources Board.

I"mhere this norning representing the Bay Area
Air Quality Managenent District. And | would like to
t hank you for the opportunity to provide conments on the
Air Qality Inprovenment Funding Plan for fiscal year
09- 10.

In general, the Bay Area Air District strongly
supports ARB's efforts to provide funding through AB 118
to accel erate the depl oynent of technol ogi es and prograns
that look to the future of air quality throughout the
state. However, there are two particular issues in the
proposed funding plan that we believe may keep it from
achieving its overall goals.

Firstly, the Bay Area Air Districts feels ARB' s
definition where the greatest air quality inpact can be
identified may be too narrow. Based on our review of the
proposed funding plan, it seens ARB's focus is decidedly
on areas in non-attai nment of the federal anbient air
standards for criteria pollutants.

While the Bay Area Air District applauds this
goal of inproving air quality in these areas, we feel this
program needs al so to address areas with specific health

concerns. For exanple, the Bay Area's hone to
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em ssions. It is inmportant that highly inpacted areas
like these are al so addressed in the funding plan by
targeting at |east some of the efforts to address areas
with toxic concerns.

Secondly, the Bay Area Air District feels that
many | ocal air districts are better equi pped and
posi tioned than unknown third-parties to admnister

i ncentive prograns that achieve AB 118's goal s.

ARB' s current planning for the AQ P requires that

the bul k of funding be distributed through third party
vendors through conpetitive processes that via their
statewi de nature limted local air district's

partici pation. ARB staff has argued this will nake
partici pation easier and that that will get advanced
em ssi on reduction technologies into the field earlier
However, the Bay Area Air District feels wi thout those
t echnol ogi es operating in areas where they can be nost
ef fective, such as highly inmpacted communities, and

wi t hout thought to sustainable infrastructure, these
technol ogi es may actually be harmed by ARB' s current

pl anni ng.

We woul d propose that sinmilar to the advanced
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technol ogy denponstration projects local air districts be
allowed to conpete for funding based on the nmerits of the
projects they can solicit. This funding approach woul d
provide air districts with the ability to seek affordable
funding frominventive prograns, the California Energy
Conmi ssion portion of the 118 program | oca
Transportati on Conm ssion funds, and be able to support
and coordinate the infrastructure needed for these
projects to succeed.

We at the Bay Area Air District appreciate al
the hard work that ARB staff has done on the devel opnent
of these prograns and believe they represent a val uable
contribution to the inproverment of air quality statew de.

We understand that you may not be able to act on
t hese suggestions today, but by considering and
i ncorporating the Bay Area Air District's suggestions,

t hese prograns and the AQ P as a whol e can have an even
greater chance of success now and in the future.

And thank you for your attention, and |I'm
avai l abl e to answer questi ons.

CHAI RPERSON NI CHOLS: Thank you. | appreciate
your coments. | just wanted to reflect this is the first
year of this program And | think the staff has done a
good job of balancing a |lot of different considerations.

But | share your fondness for competitive grant
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prograns in the sense | think they always get people
thi nking nore creatively and give you an opportunity to
see an array of different kinds of ideas cone forward. So
| hope that would be sonmething that we would be able to
consi der next time around. Thank you.

Jay Fri edl and.

MR, FRIEDLAND: And actually it's a real pleasure
to be here on this kind of a day.

So, first, thank you, Chairman N chols and
menbers of the Board. And | want to especially thank
staff today. | amhere to specifically coment on the ZEV
Cl ean Vehicle Rebate Program But | overall | want to
just say what a pleasure it's been to work with staff.
They' ve done a trenmendous job in putting together this
program and we feel that it's just been a really, really
great process. So they deserve a |ot of kudos.

CHAlI RPERSON NI CHOLS: Thank you.

MR. FRI EDLAND: As everyone knows, Plug-In
Anerica's goal is to get nore vehicles on the road. That
i s our fundamental approach. W want to get nore plug-ins
on the road. W feel the AQ P program does exactly that.
There are key conponents to it that nmake a significant
difference. We're particularly pleased with the range of
vehicles that are covered, everything from ZEMs, the zero

em ssion notor cycles, all the way through zero enission
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commer ci al vehi cl es.

The one thing | guess that | would also add is
that basing the program-- at |east that part of the
program on the very successful AFIP programwas an
excel l ent idea, because what it does is allows this nobney
to get out quickly and get into consunmers' hands. W
really fundanmental |y believe that getting consuner
awar eness i ncreasing and getting consuners in vehicles and
getting vehicles in showoons are the key things that are
going to create the tipping point for mass acceptance of
t hese vehicl es.

So one of the things | want to just nention is we
cone to you in atime where it's a very different tinme
frame. We now have nine CEMs that have announced either
plug-in hybrids or pure electric vehicles. |It's a very,
very different tine.

The key ask | would say today we would |ike you
this year to consider potentially allocating nore noney to
this program And beyond that, |ooking at the out years.
Qovi ously, we want to show a success.

One of the things we believe that can happen by
al l ocating nore noney, we can attract sonme of the early
depl oyment prograns, particularly for plug-in hybrids.

And right now, if you | ook at the numbers, really after

you give out the noney to the commercial vehicles, which
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i s about 150 commrercial vehicles, you only end up with
about 400 full ZEVs or about 600 plug-in hybrids or, you
know, the conbination of 600 or 700 zero emi ssion
not or cycl es.

So clearly, the funding when you go | ook at the
zero em ssion nmotorcycle space, they're tal ki ng about
t housands of vehicles. N ssan is talking about depl oying
t housands of vehicles next year. |If you | ook at Chevrol et
or Ceneral Motors, there's also many, nmany vehicles there.

So we really just like to encourage you. And our
proposal is to increase fromfive mllion to nine nmllion
t hat nunber of vehicles or to potentially |ook at the
conmer ci al vehicles and nove them over to the hybrid
program whi ch would all ocate about three mllion nore
into direct consumer rebates.

CHAlI RPERSON NI CHOLS: Thank you.

I was just going to ask you the question, because
| know you're counting nunmbers of vehicles. But it seens
to ne that for air quality and al so nmarket devel opnent
pur poses that denmonstrating these comrercial vehicles is a
really inportant piece.

MR. FRI EDLAND: And we believe really the range
of vehicles having everything fromzero enission
notorcycles all the way up to your commrercial vehicles,

really the commercial vehicles | like to say, you know,
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one of the requirements should be as you give noney is
t hat somewhere very |l arge on the side of themthey should
say they're zero em ssion vehicles as part of the program
You know, so those are rolling billboards for the program

CHAlI RPERSON NI CHOLS: Thank you.

MR, FRI EDLAND: Thank you.

CHAI RPERSON NI CHOLS: Jamie Hall followed by Matt
M yasat o.

MR, HALL: Thank you, Madam Chairman and nenbers
of the Board, for giving us an opportunity to provide
coment here.

I'"m here on behalf of the Cal START and the Hybrid
Truck Users Forumto express strong support for the AQP
program gui del i nes and the funding plan for the first
year.

We comend the staff for their work in devel opi ng
this hybrid truck and bus voucher incentive program which
is really what | want to focus on. W think this
vi sionary approach should really serve as a nodel for
ot her technol ogy comercialization efforts in California
and around the county.

Hybrid trucks and buses are a val uabl e next
generation technol ogy that really provide significant
greenhouse gas criteria em ssion and petrol eum reduction

benefits. This technology is on the cusp of ful
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commerci al i zation, but high initial purchase costs really
acting as a barrier. These are largely due to | ow sales
and production volumes at this stage in the
conmer ci al i zati on process.

The hybrid voucher incentive programdirectly
addresses this barrier by providing a buy down right at
t he point of purchase. This approach is consistent with
t he recomendati ons from our hybrid truck users forum
wor ki ng groups and will be far nore valuable than the tax
credit or other indirect buy down mechani sm

The voucher program should junpstart the
conmer ci al i zati on of hybrid technol ogies. And the need
for public support, as Joe nentioned in his presentation,
shoul d di sappear as vol unes increase and costs cone down.
The beauty of this programfrom our standpoint is really
its sinplicity. [It's a straight forward, user friendly,
transparent, and easy to understand program

This nmeets the needs of both fleet operators and
manuf acturers w thout creating additional barriers or
adm ni strative burdens. W believe this is the best
approach and do not recomend further conplicating the
program by addi ng geographical or other restrictions
beyond those contained in the staff recomendati ons.

California' s innovative policy will help the

state neet its 2020 greenhouse gas goals. It will also
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hel p junpstart an industry with econom c and environnenta
benefits, including the creation and retention of green
jobs in advanced vehicle manufacturing. W believe this
hybrid voucher program can and should serve as a nationa
nodel , and we are working to make this happen

Thank you again for the opportunity to provide
i nput today and throughout this process. The staff has
been great to work with. And we think you definitely
shoul d adopt the plan as is.

CHAlI RPERSON NI CHOLS: Well, Cal START has been
keeping this flame going for a long time now. It's nuch
appr eci at ed.

M. Myasato, followed by Mel Assagai

(Thereupon an overhead presentati on was

presented as follows.)

DR. M YASATO Thank you, Madam Chair, nenbers of
the Board, | have sone slides.

--000- -

DR. M YASATO For the record, |'mDr. Matt
M yasat o, the Assistant Deputy Executive O ficer for
Technol ogy Advancenent at the South Coast AQWD.

I'"m providing on behal f of the South Coast staff
our coments and input on the proposed funding plan as
wel | as the guidelines.

--000- -
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DR. M YASATO Overall, we're very supportive of
the program specifically the staff's recommendation for
mai ntaining flexibility. You noticed on the staff
presentation slide four that showed half a billion dollars
of investnent incentive. But you also noticed it could be
a bit convoluted and confusing with all of those funding
i ncentive prograns as adopted with all the regulatory
requi rements. So who could argue the goal of the program
to reduce criteria pollutants. W certainly wouldn't want
to argue that and support that.

We al so support staff's focus in areas that do
not already incorporate incentive fundings. |If you click
t he nouse one nore time, we urge the Board to direct staff
to propose an integrated revi ew of a conprehensive program
that | ooks at all of the incentive programs and identify
whi ch technol ogi es can be funded under each of those
prograns and then use the flexibility that's allowed by AB
118 to perhaps go after additional em ssion reductions
that aren't afforded by the incentive prograns. So have
an integrated and conprehensive approach to how you invest
that half a nmillion dollars in incentives.

Next slide.

--000- -
DR. M YASATO And we're extrenely interested in

t hese incentive prograns, because as you know, we have the
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worst air quality not only in the state, but in the
nation. And we are faced with reducing NOx emni ssions from
many di fferent sectors. But you'll notice in our
different inventories the off-road heavy-duty diese
equi prent and heavy-duty diesel trucks are the two bad
actors that we have to face. You can see the tons per day
of NOx emi ssions reductions that were required to neet our
PM2. 5 standard and the 2023 ozone standard. They're about
200 tons per day as well as alnpbst 400 tons per day. |It's
a huge anount.

So what we really need are the cl eanest avail abl e
t echnol ogi es brought to bear as soon as possible.

If you go to the next slide.

--000- -

DR. M YASATO \What we recommend is the funding
pl an i ncorporate funding of the cleanest technol ogi es.
For exanple, 2010 conpliant heavy-duty trucks. There are
engi nes avail abl e now that meet that requirenent. W
woul d further suggest that instead of dedicating the ful
25 mllion to hybrid trucks, that sone of those funds be
used for these cl eanest avail able technol ogies. And al so
give the priority to the cl eanest technol ogies in each of
t hose different categories.

We further suggest that the environnmental justice

portion of the guidelines not be just a nice to have, but
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that you really have them address it in each and every
solicitation. |Instead of would discuss each of these
t hi ngs, we woul d suggest shall discuss and provide higher
priority projects that are located in environnenta
justice areas.

One final coment, Madam Chair. W are | ooking
forward to working with your staff in inplenentation of
this program specifically in our |awn nower exchange
program | mght note we just opened our exchange program
this week, close to 5,000 units, 90 percent have been
reserved since Tuesday so it's clear we do need additiona
fundi ng, because it's going to be an oversubscri bed
program And we're |l ooking forward to working with you in
the future.

CHAlI RPERSON NI CHOLS: Good. Thank you.

On the environnmental justice overlay on this, one
of the problens | think we're finding this year is that
districts differ alot in ternms of how they designated
environnental justice areas. The boundaries are in sone
pl aces very small. In others, they are very huge. Not
j ust based on nunbers of people, but on sort of politica
deci sions that were nade, policy decisions | should say.
| don't need to minimze it. But this is one of those
things we need to be working on. And we are with our

friends at OEHHA to try to clarify it.

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

92

BOARD MEMBER BALMES: | would just respond by
sayi ng we have one screening that we funded, which | would
still like to see us try to nmove into use. | know OEHHA
is working on other tools. But we need these tools to
assess cumul ative inpacts.

CHAI RPERSON NI CHOLS: And this should be applied
in the area of grant prograns as well. So that's a
consideration I'd like to see pushed forward as we nove on
with this grant program

kay. For the next speaker we have M. Assaga
and Col | een Qui nn.

MR, ASSAGAI : Good norning, Madam Chair and
menbers. |'m Mel Assagai for Navistar. Qur subsidiaries
produce the I C brand school bus and comercial schoo
buses wor khorse brand chassis for notorhomes and the
durastar which was denponstrated out front. W're in very
strong support of the staff's AQ P guidelines and the
funding. W think this staff has gone out and becone a
partner with industry in producing the kind of
technol ogi es that neet the chall enges of the state.

You have through this program hel ped us devel op
products that | ower enissions and | ower greenhouse gas
ermi ssions at the sane tine.

As you know, in Napa, we have a school bus that's

a plug-in hybrid that has twice the fuel efficiency of
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ot her | ow em ssion buses and 40 percent | ess greenhouse
gas em ssions.

W al so have trouble trucks like the one you --
well, simlar in technology to the one that M. WIIians
denonstrated out front that provide i mMmensely | ower
greenhouse gas eni ssions and greater fuel efficiency.

We t hink your programand this plan have been
able to junpstart the kind of technologies California
needs to neet its greenhouse gas eni ssions reductions.
And we are very nuch excited to work with you in that
gquest. And very proud to announce today that ours is the
first conpany to get certification for its electric diese
el ectric hybrid technol ogies for both buses and trucks.

So thank you very much for your outreach. And
t hank you so much for your cooperation. W |ook forward
to working with you.

CHAI RPERSON NI CHOLS: Thank you. Appreciate your
comment s.

Col | een Quinn and then Bonni e Hol nes- Gen.

(Thereupon an overhead presentati on was

presented as follows.)

MS. QU NN: Thank you, Madam Chairnan and Boar d.
My nane is Colleen Quinn. |'mhere representing Vectrix.

--000- -

M5. QUNN. W're here to support the proposed
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funding plan for the AB 118 Air Quality Inprovenent Plan
AQ P. Specifically, I"'mhere to talk about the rebate
program for zero em ssion notorcycles.

You were able to see our vehicle out front. W
are the world's first zero em ssion high performance,
street | egal, nass produced consumer electric vehicle in
the world. And we have participated successfully in your
AFI P program

We worked closely with your staff to ensure that
the spirit and inplementation of the plan has addressed
your goal s and obj ecti ves.

This morning | want to share with you sone data
that | think will be informative to all of you to tell you
how thi s program has been working. And npbst inmportantly,
how consumer acceptance and market inpact for these
vehicles has inpacted in California and also to review the
fact that once again California has been put in front --
in the forefront of critical policies that are now bei ng
replicated nationally.

--00o0- -

MS. QU NN. Little background on Vectrix. You're
able to see the vehicle out front. But we hold over 36
rel evant patents in this vehicle. W are a |leader in the
el ectric vehicle technology. And as a result, we have

over 200 man years of devel opment into this vehicle.
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We have taken this technology fromour C& into
conmer ci al i zati on through internal devel opnent. W have
produced over 2,000 electric vehicles.

It is a two-wheel vehicle run on 3.7 kil owatt
hour nickel metal hydride battery. It has a maxi num speed
of 62 niles an hour that accelerates fromzero to 50 in
6.8 seconds. It recharges in 2.5 hours with a range of 35
to 55 mles.

--000- -

M5. QUNN | think one of the things that you
were attenpting to do with this programis to determ ne
whet her or not there would be an inpact on the California
mar ket .

Well, California is Vectrix's mpst successfu
market in the United States, accounting for over
one-quarter of all of our sales in the country. The
rebate has helped to I ower the cost differential between
the Vectrix vehicle and its all-gas equival ent, but by
| owering that nunmber from 60 percent to 33 percent.

--00o0- -

MS. QU NN. The other point | want to make is
electric notorcycles are an integral part of the green
t echnol ogy econony and provide jobs in California. W
have the largest distribution network in the country with

82 dealers, eleven of which are in California contributing
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to supporting 220 jobs in the state. Qur notor controller

conponent manufacturer is also located in the state.

--00o0- -
MS. QU NN | think another inportant point that
you're worried about is what kind of usage will these
vehicles get. Well, one thing is certain. Vectrix

consuners use their vehicles as a conmuting alternative to
their cars. W have polled consumers all over the state,
and you can see that we have an average of 4,000 vehicle
nmles travel ed per year.

CHAI RPERSON NI CHOLS:  You have ran out of tine.

MS. QU NN. Well, thank you very nmuch. | just
want to say we support the program and hope that you will
continue the $1500 rebate.

CHAlI RPERSON NI CHOLS: Thank you. W appreciate
the data that you brought also as well as the notorcycle.

Bonni e Hol nes-Gen, followed by Mark Aubry.

M5. HOLMES- GEN:  Chai rman, Nichols and Board
nmenbers, first of all, congratul ations again on your
hi storic decision yesterday. And we are pleased to be
here again today to support the investnent plan, the
guidelines for the AB 118 AQ P program and to be part of
the launch of this inportant program for spending $50
mllion a year in air quality funding.

And | wanted to coment that we agree with the
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funding priorities in the plan. W do appreciate the
staff's hard work and have to conplinment the staff on
their level of effort to outreach and include us, even
when we're harried and running around on so many projects.

And al so | do appreciate that the Air Board and
the CEC staff had a very good | evel of coordination. It's
i mportant to ensure we're naximzing the use of the whole
$200 mllion and covering the basis and getting the
fundi ng out for key technol ogies.

And when we start off getting engaged in this
effort, we were concerned that the funding should be
focused on a few key areas to naxim ze the inpacts on
t echnol ogy devel oprment depl oyment. And we do think the
final recommendations are doing that and focusing funding
a big chunk on the hybrid heavy-duty technol ogi es and
smal l er but still very inportant chunks on EV and hybrid
el ectric deploynent for heavy duty.

| wanted to just conment that this funding is
especially inportant in these difficult fiscal tines. And
it's so inmportant to have this funding. And fornmer
Speaker Nunez got this bill passed, and it wasn't easy at
the tine. It was a difficult project. And we really | ook
forward to the Board reporting back to the Legislature in
the next year and briefing themon a trenendous success

that you're going to be achieving with this funding.
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And | think that will be very, very helpful in
ensuring the Legislature continues support for this
program So we support the effort. Thank you for the
hard work. And let's get going with it.

CHAlI RPERSON NI CHOLS: Thank you for all of your
help in securing the funding in the first place.

M. Aubry.

MR. AUBRY: Good norni ng.

CHAI RPERSON NI CHOLS: Good nor ni ng.

MR. AUBRY: M nanme is Mark Aubry. [|'m Vice
President of Sales for Smith Electric Vehicles.

Thank you for everyone being here on the Board
and everyone of the Air Resources Board staff.

This is an historical nonent and certainly has
been an historical week. And we fully support the passing
of this AQP bill and certainly the $20,000 per vehicle on
the commercial electric vehicle side.

From an historical standpoint, Smith Electric
vehi cl es has over 90 years of experience and nunerous
maj or corporations across Europe and now into North
America that will be taking some of our |argest commercia
products and also in coordination with Ford Mdtor Conpany
later on this year and begin using some of the noney that
today will be passed by the Air Resources Board.

I think one of the things that we would like to

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

99
notice is that the support of Air Resources Board shows
once again California's |leadership in | eading the nation
and changing air transportation. As we begin production
in July of 2009, one of our major plans is to steer the
nunerous |aunch partners that we have to repl ace our
current short hall vehicles with our vehicles in order to
begin using the Air Resources Board resources and hel ping
increasing California jobs. And also inconclusive of
that, the universities involvenent teaching and training
students and in-house nechanics how to work with
all-electric conmercial vehicles.

Wth that being said, we fully support it. Thank
you for all the hard work that Joe Calavita and his team
did. Look forward to working with the Air Resources Board
staff.

CHAI RPERSON NI CHOLS: Thank you. Thank you for
com ng today.

kay. | have no further witnesses. | think it
is tine to close the record. Having received witten
testinmony as well as staff coments and put those into the
record, and we are not going to need to grant any
extensions for the comment period, so we can close the
record on Agenda |tem Nunmber 6. That will then put us in
the position to nove to consideration and a vote.

I think we should disclose any ex partes
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Anybody have any to

Bef ore we do that, |

actually wanted to bring up questions.

CHAI RPERSON NI CHOLS:

BOARD MEMBER BALMES:

parte.
CHAI RPERSON NI CHOLS:
questions. I'll back off.
BOARD MEMBER BALMES:
Tel l es who --

CHAI RPERSON NI CHOLS:

here today unfortunately.

BOARD MEMBER BALMES:

in the hospital in San Jose.

But he asked ne to bring up whether --

sound |ike for this year,
nmoneys coul d be used for
Specifically,

nm squote him

"A good use would be to have grants for

I"mgoing to read what he said so

We can ask questions or --

We al ready noved to the ex

We can continue to ask

This is actually for Dr.

he was not able to be

Yes,

He has one of his kids is

doesn' t

but maybe in the future these

non-vehi cl e technol ogi es.

don't

bi of ue

plants in the San Joaquin Valley to be used to help them

acquire NOx filters. In our

have to get expensive filters.

pol | uted vall ey,

these plants

The expense of these

filters has limted the expansion of projects |ike nethane
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di gesters on dairies. Wth 2,500,00 dairy cattle in the
San Joaquin Valley, we can make a | ot of nethane.™

So I'mjust passing that on fromDr. Telles.

EXECUTI VE OFFI CER GOLDSTENE: Thank you. G ve us
a nonent.

CH EF DEPUTY EXECUTI VE OFFI CER CACKETTE: If that
exanple -- it doesn't have to do with transportation, then
it doesn't work here. But things |ike biofuel plants that
provide transportation fuel are one of the subjects at the
Ener gy Conmmi ssion $120 million or so a year is ainmng at.

EXECUTI VE OFFI CER GOLDSTENE: We'l| pass that
conment on to the Energy Commi ssion.

BOARD MEMBER BALMES: Maybe you could get back to
Dr. Telles.

EXECUTI VE OFFI CER GOLDSTENE: We'Il do that.

BOARD MEMBER BALMES: Thank you.

CHAI RPERSON NI CHOLS: Anot her coment, yes.

BOARD MEMBER D ADAMO | can't find the slide
that | wanted to refer to.

Did you have two separate presentations? |
thought it was all one. There was a slide that referred
to the different prograns, funding prograns.

CHI EF DEPUTY EXECUTI VE OFFI CER CACKETTE: Page 2.
If you have a double one like we do, it's page 2 of this.

BOARD MEMBER D ADAMO Ch, there it is. A long
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| ast coupl e of days.

So slide four. This is not the tinme to get into
a discussion about the on- and off-road rules. But
| ooking at this remi nds me of the tremendous need that we
have. And | know that we have got infusion of funds in
the program But | think staff is really supporting
use -- big portion of those funds for |oconotives.

So I'mwondering if staff could come back to us
at sonme point with a discussion sort of honed in on the
on- and off-road rule strategies for incentive funds.

I think with what Dr. Telles tal ked about
yesterday, his concern about the inpact that these rules
are having on certain regions of the state, that night be
a good way to channel, you know, some of our energy.

CHAI RPERSON NI CHOLS: Yes. | think an overview
of the strategy behind how we allocate this noney and
where the big gaps are if we see them it would be | think
useful, because the Legislature keeps creating new
di fferent prograns instead of taking an overview of what's
there in existing prograns. So we nay need to do that for
t hem

CH EF DEPUTY EXECUTI VE OFFI CER CACKETTE: | think
we have at least three different events com ng up between
now and Decenber, the end of the year, that recap parts of

the on- and off-road rule. And so naybe what we can do is
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each tinme we cone back, we should not make it the sole
subj ect, but we can include an update on where we are on
funding. So like when -- in July, we're going to do the
revisions for the budget change that effects the off-road
rule and we could at |east at that time sumarize how t he
pilot programfor funding is going in the valley and
whet her, you know, your other Myer things. Because sone
of the changes we're making are ainmed at reducing the
costs of the program So we can do that. And then we've
got on-road truck rule revisions |I think were com ng back
i n Septenber or October on that. Not revisions, but to
update you on that program

So woul d that be okay, every time we come back
we' Il include sonething on funding?

BOARD MEMBER D ADAMO.  Sure. That would be fine.
| didn't nmean to have the focus be on the valley,
statewide. But also to put it in perspective when we see
| arge anmpbunts of noney, 250 million, 200, et cetera, what
does that mean in terns of how far that gets us with
conpl i ance?

EXECUTI VE OFFI CER GOLDSTENE: W can neke sure
when we present that we're able to show the context of
where it fits in. As Chairman N chols said, where the
gaps m ght be.

CHAlI RPERSON NI CHOLS: How far we have to go.
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Those sounds |ike such big suns, and of course they are.
Yet in conparison to the need, oftentines, they're really
a drop in the bucket.

I need to push back a little bit on your conment
t hough, M. Cackette, about the digester projects. |
woul d agree with you if they were building a digester and
using the gas to create electricity to punp on the farmor
something like that. But if they were using it to create
a fuel that could be used in a vehicle, then it would be
el igible.

CHI EF DEPUTY EXECUTI VE OFFI CER CACKETTE: Yes.

CHAI RPERSON NI CHOLS: | know there's been sone
di fferent views about what the best ways to handl e nany of
these agricultural -- but dairy digesters are the biggest
focus I know for us at this point.

But there are different technol ogi es that can be
used for everything, fromtree trinmngs to clippings and
all of that that where people have a real choice as to
what the product is they want to produce, whether they
want to try to go to a gas or to electricity. | don't
know if we're trying to direct that kind of thinking one
way or anot her.

ON- ROAD CONTROL REGULATI ONS BRANCH CHI EF
KITOMKI: |If we can interject.

The statute actually does prohibit us from making
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infrastructure or fuel-related projects wthin our
funding. So the comrent back to CEC really is where this
project, even if the digester was used to make a fuel, it
still is a CEC project.

CHAI RPERSON NI CHOLS: It's not within our ARB
pot. But it's within AB 118. You're right of course.
Sorry. Thank you.

Yes.

BOARD MEMBER D ADAMO  Sorry to take up so much
time, but this renminds me. | have received so many
comments fromdairymen and fromdairy associ ati ons about
the challenge with criteria pollutants.

So | think not just handing it off to CEC, but
maybe if we could get Ms. Terry and others to work -- put
toget her a neeting and do some followup on the air
quality piece as well. There seens to be a | ot of angst
out there in the ag comunity.

DEPUTY EXECUTI VE OFFI CER TERRY: Yes, actually
there is. W are working with our technical staff as we
speak over the next few weeks to try to pull together a
conprehensive overview of this issue. And it is primarily
in the valley, because as Chairnman N chols tal ked about,
there are lots of different potential decisions about the
formof the project, what the ultimate fuel is, whether it

goes in a pipeline, whether it goes into a fuel cel
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versus a di esel engine.

So our technical staff are working on sort of a
nore conprehensive overview that we think could help frame
the issue. And once that's done, perhaps it mght be
somet hing appropriate to present to the Board at sone
point for --

CHAI RPERSON NI CHOLS: Well, particularly if there
are opportunities to work in conjunction with the Energy
Conmi ssion on this, that would be good. This is one of
the thorniest issues | have encountered yet given the
difficulties that different people seemto have of
defining what the problemis, what the project is. W
know there is technol ogy out there. W knowthere is a
better way to do things than what we're doing today. But
we seemto be having a hard time getting a collective
vi sion of where we're headed. | know Ms. Terry and her
staff have been doing a |lot of work on this issue. [|'m
glad to hear it's not stall ed.

Ckay, yes.

BOARD MEMBER YEAGER: Yes. Thank you.

I'"'mwondering if staff could talk nore about the
idea of this third-party vendor. | know that sone of the
air districts for a lot of good reasons think they're in a
better position with this. I'ma little worried about

payi ng additional overhead costs perhaps dependi ng on who
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was hired.

What kind of evaluation process are we going to
have to see how they are distributing the funds?

CHI EF DEPUTY EXECUTI VE OFFI CER CACKETTE: Let ne
tell you why we have third party vendor. Under State
budgetary rules, the general theme is when we get nopney,
we got to get rid of it real quick. W have to spend it
or contract or do whatever is supposed to be done with it.

On many of these incentive prograns, what we need
is the noney could be out there for two or three years,
because we don't know when exactly some of these new
technol ogies will come into place and when they' ||l start
ranpi ng up. So we've chosen to use a second party,
contract with themto be the bank that then distributes
the incentives to whichever sector is being done. That's
the reason why we have to do it that way versus just
leaving it, for exanple, at the State.

BOARD MEMBER YEAGER: Air districts couldn't play
that role of being a bank?

CHI EF DEPUTY EXECUTI VE OFFI CER CACKETTE: Yes,
they could. So we have had di scussions with them about
whet her they woul d be interested, either CAPCOA as a group
or even one air district who would be willing to do this
on a statew de basis.

In other words, not only pay the noney for
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projects in their areas, but also Bay Area and South Coast
as well. And we've asked themfor a proposal. W haven't
got one yet. W're still talking to them And they
certainly can conpete along with private sector people for
that contract to distribute funds if they wanted to.
There's still time for themto do that. Let ne just ask
if there's --

ON- ROAD CONTROL REGULATI ONS BRANCH CHI EF
KITOMKI: | also think it's -- you've heard froma nunber
of comrenters today that they believe the approach that we
have is streamined and will allow for the efficient
operation.

| think it's inmportant that one other fact get on
the table. The legislative -- there isn't legislative
overlay related to this in that the | egislation does
require a conpetitive aspect to the funding. So, for
i nstance, the Board could not say we |ike your voucher
program for heavy-duty hybrids, but we want to go through
and assign so nmuch to South Coast, so nuch to Bay Area, so
much to each district. That would not be consistent with
the legislative direction. There needs to be a
conpetitive point in there sone place. And as M.
Cackette said, CAPCOA as an entity is certainly allowed to
conpete in that.

BOARD MEMBER YEAGER: Just one other question

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

109

I know sonme of these prograns are just going to
be available to a certain nunber of the air districts.
I"mjust wondering if in the future we'll be able to
broaden it so that all the air districts in the area in
this state will be able to apply for them or what the
timng it mght be on that.

ON- ROAD CONTROL REGULATI ONS BRANCH CHI EF
KI TOASKI :  There actually are not any of the categories
that are limted. Any one of the categories are open to
all air districts. There is only one category,
specifically lawn and garden, that has extra points for
the air districts that are in nore severe attainment
areas. So they get bonus points. But every air district
is allowed to conpete for the funds across each and every
cat egory.

BOARD MEMBER YEAGER: That wasn't ny
under standi ng. Thank you for that clarification

CHAI RPERSON NI CHOLS:  All right. Can we nove
forward now? Are we ready?

So at this time, not only is the record cl osed,
but it's time to nove towards a vote, which means we have
to go through the disclosure of ex partes. [|'Il start.
don't have any.

BOARD MEMBER BALMES: Neither do |

BOARD MEMBER BERG | had a phone call on Apri
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22nd with South Coast Air Quality and Henry Hogo and Matt.

BOARD MEMBER YEAGER | had conversations with
Bay Area Air Quality Managenment District.

CHAI RPERSON NI CHOLS: As you woul d expect.
G eat .

Anybody on this side here? No. No.

I think we're ready to have a notion and vote, |
t hi nk.

BOARD MEMBER D ADAMO  Move adoption of -- do you
want to do separate ones?

CHAI RPERSON NI CHOLS: We can do them t oget her.

BOARD MEMBER D ADAMO  Move adoption of
Resol uti on 09-3-2 and 09-3-3.

CHAI RPERSON NI CHOLS: Ckay.

BOARD MEMBER BALMES: Second.

CHAI RPERSON NI CHOLS: All in favor please say
aye.

(Ayes)

CHAI RPERSON NI CHOLS: Any opposed?

Very good. It's done.

W' ve had no sign-ups for general coment at this
time, so therefore we will stand adjourned. 11:27 AM

(Thereupon the California Air Resources Board

adjourned at 11:27 a.m)
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